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I Do Dots (B)

By about May 1 the cash situation at DaDots had not improved and the executive team was nervous. Vendors were starting to call more frequeatly about their bills, but Medrano and the finance department was decidedly tight with their cash as they knew it would take a few weeks at best to finalize any Series B
investment. Medrano began focusing on John Stacnberg, the Managing Director of Stacnberg Venture Partners, as the most likely lead investor for the Series B round. Meds:
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. Everybody decided to take a “wait-2ad-see" approach 2nd DoDots was really cavght between a fock and a hard place after Chase H&Q; backed out of the term sheet at the last minute."

May 1, Medsano and the DoDots team worked on convincing Staenberg to lead DoDots' Series B. Medrano knew that Staenberg’s small venture fund could react quickly and independently. Staenberg was also fully capable of leading a venture round and had a very good relationship with Heidi Roizen of
Softbank, who was on DoDots Board of Directors. Staenberg was classmates of Roizen at the Stanford Graduate School of Business, and the two had since worked together on numerous venture deals. The DoDots team felt good about his relationship with Roizen and was confident that he could be counted on o close a deal
once he committed.

However, Staenberg was usvally not a lead investor. He had just opened a new fund, Staenberg Venture Partners IT, which was planning to be SSOM. Therefore, he obviously dida't have the capital to make a single $20M investment in 2 company, especially since this was potentially going to be the first investment of
his new fund. Staenberg vsually “followed" a larger lead investor such as Softbank or Kleiner Perkins in most of his transactions and invested only in $1-2M chuaks in order to diversify the holdings of his small fund.

Nevertheless, Medrano was worried about getting any lead iavestor in the time required for DaDats to make its June payroll. He viewad going afler Staenberg as the lead investor less than ideal However, considering the situation the company was in, it seemed to Medrano and the team to be the strategy with the
highest probability of success. Plus, the NASDAQ had rebounded to over 3500 and many thought it would continue to rise. (see Exhibit 7) Leading a found would be somewhat new for Staeniberg, and having him invest only a few million dollars in a $10-20M round was somewhat vnsval. But, Staenberg was interested in
working with the company and his initial commitment was to invest $3M in DoDots at 2 $135M pre money valuation. Once Staenberg committed, Medrano focused on closing the deal over the next two weeks. Besides the pressing cash issue, Medrano had the incentive to close by May 15th due to the repricing of a warrant
given to Wester Technology [rvestments (WIT) as a part of an equipment backs

May 15, was a very important day for a few reasons. Fis, it was very close to the day DoDots 1an out of money. They probably would have been able to make the June 1 payroll, but would have had to further extend their payables, This would have been hard on a number of company relationships with vendors, and it
would have indicated to a lot of people that DoDots was in trouble. Furthermore, the repricing of the warrant owned by WTI created enough possible dilution to all shareholders to get some attention. In this patential dilution, Medrano saw opportusity. If DoDots did not close its financing by May 15th, about 1% of the
company would be given to WTL Medrano used the warrant repricing as follows:

"Tavestors need to be driven o close a deal. When the market is hot, competition from other investors provides the incentive. Certainly, DoDots' cash needs would only be used against the company, and therefore could not be over-emphasized. Under these market conditions, investors were 1o longer
competing for deals. They all knew this, s some other incentive had to be used. The May 15 warrant repricing was small. but it gave DoDots a date by which Series B investors could be driven to invest. And since Softbank owned 1'3 of the company, and would fikely be the largest investor in the Series B at
this point, DoDots could count on Softbani's support. Investors were now in the "driver’s seat” and I had to use the potential of unnecessary dilution as an attempt to drive the Series B."

Both the DoDots founding 6 Roizen still viewed this as ty to investin Now, the price had even by 50%. DoDots was stil . as a high-flying company, despite y turmoil, and they stil 4 and investor interest,

DaDeots team also felt that Staenberg would be doing them somewhat of a favor by moving so quickly to close the deal. As further inceative to close the round before May 15th, the team offered to add Staeaberg to the company’s Advisory Board and give him 24,000 shares of common stock in the form of a "beefed-
05" Adrisos package. This aiditioeal stock g, sl cely bo Staeabergif b closed th deal by May 130, enabled Staesbergs S o e Tclively sedoce the svesageprioe o hesoomd o 3 5110M pre money valuation. Medrano siaed, 'Staeaberg had gots and was willng o help DoDots e s e i 2 i e e
1, and & deal.

for it This investment during an extremely ithout having gotiate and/or delay Tt also appeared to get his attention, align his incentives

‘Then on May 7 Medrano was awakened by Staenberg on his cell phone at SAM, a time at which there is often little good news. What Steinberg said frightened Medrano. He told Medrano that about one half of the Limited Partners (LPs) (i. investors) in his fund, Stacaberg Venture Partners IL, had backed out of their
initial commitments to iavest in his fund.

Stacaberg Vestue Pasters 11 was e i tat it vas both small (SSOM) and highly demographicaly consentated. Most o bis LPs were ex-Mctosoftemployees, who £ad becorme weldsy on Microsof stock ad angel investnents i exly stage techoology companies. They were ot the typical LB oflge VC
funds like Sequoia & Kleiner Perkins. Most of these large VC funds raised the overwhelming majority of their money from like ‘and university endowments. These types of LPs were usually very well diversified and invested only 5-10% of their capital in private equity,
with only a portion going to the technology sector. On the other hand, most of Staenberg’s LPs were allocating the majority s bt o e tochanlogy compiuicn. A  remut o th quick 3 severe dovmatac e fechaology secor, Suembere’s L s fd s s il of i net worhs ovaporee and could
0 longer invest as much as they had planned in his venture fund.

Therefore, Staenberg was now only able to raise $40M, and he indicated to Medrano that his fund could not lead with a $3M inv ent. Medrano recalls, "Staenberg was hoping to leave a voicemail for me at SAM. but I picked up and immediately worked with him to resolve this situation ” Medrano was able to
convince him that a $2M lead would suffice, 23 there were a number of other interested investors who were ready to follow his lead. Rotaes relationship with Staeaberg and the DoDots founding team was also key to resolving this issue. She continuously supported the company and met with Stacnberg a number of times to
do a bit of "arm twisting " Softbank, Roizen in particular, was very committed to closing this round.

Medsano worked feveriskiy o complete the deal, and was careful not 1o alarm potential investors by focusing on the pressing cash issve. A mis-step here meant that DoDots would have to take an expensive bridge loan, which, in the tean's impression, would just prolong the agony and increase the risk of closing the
Series B. The team also did not want investors to take advantage of the situation by "nickel-and-dimeing" DoDots on various terms or delaying the cash infusion as a negotiation tool. Effectively focusing the investors on the May 15 date was positioned as an opportusity to help DoDots avoid the warrant repricing and an
opportunity to get involved with a great company at a temporasily reduced price.

DoDots was aow clearly out of the drivers' seat and the team was excited about the prospect of any investment in the next few weeks. Bad news from other companies in the technology sector seemed to increase each day. The team fet strongly that it was not the right time to hold out for high profile investors,
‘negotiate terms or valuation, but instead to focus on raising cash-period. Possibly seasing m, on May 10th Staenberg fought to lower the valuation to $125M. Medrano knew the DoDots team had 1o leverage and was aow more than comfortable with their new valuation as compared to other public and private companies.
‘They quickly agreed to the new valuation and had their team of attorneys at Cool ed by Jim Fulton with pany inception,

Throughont the document preparation process, Medano contimed to work closely with Fulton. May 15th was especially hectic because in order to avoid the warrant sepricing, all parties involved had to complete each and every formality tequired for the closing. With both Staenberg and Softbank involved, the flow
of afortion and the approval procss was vy cumberome and complex. I most ventre deals there i some ey and usally an extra day o o 0 take car of docoments requiingsignatureor wire trausfers, bt DoDos Seies B did ot have this fuvury Finding the geneal patuers 9 sign esch docummens, desling
with of pages of legal d: inalater is much more closing a single investor in a Series A round.

In fact, "closing” the round by May 15 was the whole point of having Staenberg lead. Lowering the price to $125M and giving Staenberg additional "advisor shares” were simply ways market was del to similarly situated technology companies and overall market volatility
which was causing others to delay. The teams’ sumber one goal was to make sure that DoDots had cash to make the June 1 payroll So, on May 15, Medrano, Staenberg, Roizen, and their respective teams of hwye(s spent eight I.wuts in conference calls, going over to the complex terms of the documents

Most of the conversations that day were directly related to the rights and privileges of the Series B shareholders. Staenberg. as is common with most later stage investors, wanted to differentiate his rights from those of the Series A investors. The reason for this is that different founds of investors are in different
economic situations. Softbank had paid 50 cents per share for 1/3 of the company in the A round--they were far and away the largest shareholder. In the Series B rovnd, Staenberg was effectively buying about 2% of the company for S2M, and was paying about $10 per share. Roizen and Softbank had also committed to invest
their pro-rata share, 5o in this case, they invested one-third of the total investment in order to maintain their ownership percentage and support the company. (Often, potential new investors will be scared away from an investment oppostunity if current investors are able, but unwilling, to invest more money in subsequent
rounds. In this case, Softbank had allocated additional dollars from its fund to support the company in subsequent rounds of funding ) So for example, if Staenberg were to invest S2M Softbank would invest SINL.

this meant for Staenberg was that if the "Preferred Shares” had their rights and privileges grouped together as a combined class of both Series A and Series B, Steinberg would have little power in company matters due to his low overall percentage of ownership. At first glance, this appears completely fair
hb\vg\'u the incenives ofthe Series A and Seris B ivestos are not geneally aligned due to the diffeent prices they pay for thei stock. For example, a $100M sale of DoDots after Staenberg’s investment, would eturn & huge profit 0 Softbark, but provide Staenberg with  lss. Stenberg wasted to malke sure he had as
‘many veto rights orderto Softbank’s interests. Medrano stated,

“The company’s economic incentives were aligned very well with Softbank becavse their average price per share was 50 low. Providing o company hostage in a transaction that was beneficial for the remaining 98% of the company. He would
be able to extract a lot of value from both the common stock holders and the Series A investors if his voting power was disproportionate to his ownership. This just v\mlﬂ:ﬂ fora haldu of 2% of the cmpm, ‘But, on the other hand, DaDots needed the money and money talks. In the end, we made most of
the sacrifices necessary to get the money in the door.”

So after a long day of negotiations and mestings with all of the parties’ attomeys, the documents were signed and S2M from Stasnberg, along with the $1M from Softbank, was transferred to the om,mw on May 15. Closing i round vnder was and g
immense satisfaction. DoDou could meet its payroll, pay its vendors, and had time to close on additional fands o imvestors who were sower o more estant But it mark 2 nicely, even though e-commerce and Lmenm content and advertising based companies seemed
to continue their quick demi

Jie Fulton, who was DoDeots corporate conasel, worked closely with Madrano dusing all of the company’s financial transactions. He commented, "That was the best crash landing I ever saw. Now, that we have some money in the bank and the terms set, lef's go get the rest_

ing this small Staenberg the founders made an the entire company. Dani Apgar, DaDots' first employee and Director of HR & Operations, recousts,

"The founders had a culture of extensively with the empl d rallying employees around certain events like key hires, key deals, new customers and big investments. The whole company knev the Internet market had crashed, although many didn't understand just how much pause this
gave most venture capitalists. All knew that DoDots was out raising money and they could see the lawyers and faxes everywhere."

A Toud horn went off, everybody stood on their desks, and Medrano went through some of the brief details of the investment. He told the company that they had gotten funded and that everybody's efforts in the company had produced one of the largest increases in valuation ever, even in the midst of the market
turmoil. Apgar comments, "The Kembels and Medrano really rallied the company around the efforts of every contributor. They thanked everybody for everything they had. dmL ‘and told the Company the details to give them the confidence that DoDots was getting fonded and was doing well in this turbulent market."

Obviously, S3M in this markcet was not enough A few months earlier DoDots had planned to raise $65M and had based most of their growth plans on raising a large chunk of money (ses Exhibit 3). During April and May, the focus had quickly changed to getting any investor to lead the round at any valuation and
E y n the door to zyroll. Now, the company had enough money to let the market settle and to bring aboard larger investments from larger VC funds. Meanwhile, DoDots, had almost doubled its headeouat

‘What this meant was that the closing of the Series B round with Staenberg and Softbank on May 15 was really not a true "closing." Under Medranc's eriginal plan, Chase and Softbank would have invested the lions' share of S63M in a first closing. When Chase backed out of the initia term sheet, DoDots' strategy had
to adapt quickly in the midst of a brutal market.
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the Series B documents were written to allow investment over the next 90 days. So, immediately after closing on the first inv team continued to work with other investors to saise more money. Softbank had committed to investing its pro-rata share, and since this was 33%
of total investment, they could be couated on to invest 1 dollar for every 2 that came in from others. One of Medrano's strategies aow was to collect as mm:k ‘money as possible in order to leverage Softbank’s commitment Roizen and the Softbank partnership were still bullish on the company and were very supportive
throughout the Summer of 2000, Having already established and closed a lead investor for the Series B made it easier for DoDots to attract small investors, as the majority of the financial 2nd legal dve diligence and negotiation was already complete. However, becavse Staeaberg was 2 smaller and lesser known fuad, # made
attracting more established and larger investors, like Goldman Sachs or Technology Crossover Ventures, more difficult, Medrano recounts,

"Documents and terms were already set, so there was little opportunity for investors to drag things out or ait-pick. T was hell.beat on finding that lead investor to set a price and the terms so all of the investors who were waiting by the edge of the pool would finally jump in "

‘Some jumped and others did not. Conversations with Chase during this time period had continued. Now that DoDots was in  less vulnerable position., it appeared to be the right time to re-engage Chase. Charlie Walker from Chase, and the Manag f the ininvesting
Medrano had chosen to wait to re-engage them as they could not move as fast as Staenberg, were much more bureavcratic in their approval pmusses and there was less trust  the DoDots team. However, DoDx and was very iateestod i the strategic mmmps and notoriety that a large
organization like Chase, 2nd a prominent banker and veatuse capitalist like Charlie Walker, could bring to the table. Ten days lead investment, Ch $3Mand Wa seat on the company’s Board of Directors. This also brought in 2n additional $1.5 fiom Softbank

Now, with Staenberg, Chase and Softbank onboard and a reasonable amount of money in the bank, Medrano focused on many small investors who had previously explessu‘l interest, but were not as crucial to the round as Staenberg or Chase. Numerous Angel investors had been in touch with the company over the
preceding 6 months. One was the former CFO of China com and a Softbank Entrey David Kim from when th at Kim invested $1.5M, and along came Softbani’s S750K.

Mesting, pitching and closing each of these small investors was time consuming and energy intensive. However, Medrano and the team wanted as much cash as possible and wwere working hard to leave 0o stone uaturned. Simultaneously; at an introduction from Joe Vetter, an early investor in the company, the DoDots
team closed a $200K investment from Morris Ventures.

Additionally, many service providers ia Silicon Valley had started taking sy i their clients and had begun their own small investment fuads. DoDots’ PR firm, real estate firm and law fiem all contributed small amovats to the round. Al of these investments helped fill out the Series B rouad and increased

Softbank's total commitment, but each and attention from

Measwhile, DoDots execuive team was still plt:hlug dozens of larger VC funds and "strategic” corporate investment groups like Oracle and AOL all over the country. Finally, two more venture firms mmmmed to the company's Seres B. latform Veaturs put in SS0UK and Meril Lynch Private Equity nvested
SIM. With ‘bankers who had become ﬁmm successful taking technology and Internet companies public over Merill also DoDets exeeutive team to Heary Blodgett, an
Tnternet analyst, who had become famous for predicting o mma.l suceess of Amazon. Blodgett's coverage of aumerous Interm say had started the boom of 1990, 2ad his coverage bfLey ‘g certainly helped Merrill ‘banking business. Blodgett met with the DoDots

team, was excited about the technology and pledged his support for the company when the IPO window re-opened. This was pxecasek the type of ulaucnsh.\p DaDots was looking for and one of the primary reasons they targeted Merrill and a Series B investor

Merils imvestment increased the total size of he fouad to S1SM and exhausted the potential investors that the company had contacted. Now it was already mid August DoDots’ management had bsen on the foad the entre Summer, presenting to VC funds fom San Hill Road to New Yori: Cty all the while
. and working technology licensing strategies.

Esseatially, Medsano, the Kembels and rauch of the DoDots management team had been spending anywhere fom 25-50% of ther ime on investor related mattrs over an § month period. Medrano and George Kembel spent even grates percentages of thei time crafling. attending and. following up with every
mecting. "Managing le is an Kembel stated. M dls,

'T\lndxalsmg is exhasting. George and I were constantly on the road, with o to three meefings a day that whole Spring and Summer. This was five moaths of tring to squeeze blood from a turnp. We needed the money and that was our firt priority. However, it took away from otber very important
things....like running the company.”
Vhile the team was fundraising, the company continued to grow. The various department heads were filling out their teams (see Exhibit 3). DoDots continued to sign customers and perform well by a mumber of metrics after their beta product launch (see Exhibits 4 & 5). Meamwhile, the market continued to fall (see

w
Exbibit 7) and put incressed pressureon ll technology companies. Companie on the Nasdag,espeialy "DotCouns, started 10 cloe up shop. By Ocober, DoDos nticed hata It oftscustomershad gone ot o business of were unabl f pay to license DoDots sofare. The metics by hich DoDots was messring the
success of its companies to profitability. The industry was also slowly starting to feel the weight of a bear market that was taking longer than expected to completely recover.

By this time DoDots had grown to over 100 people, and its burn-rate was approaching $2M per month More importantly, DoDots' revenue remained flat, with any growth being off-set by the decimation of the company's customer base. DaDots had intended to focus on distributing the product and making money on.
revenve sharing arrangements with its customers, (see Exhibit 2) In 1999 and easly 2000, when revenne projections for DotComs and even DoDots' larger customners were extremely large, this seemed like a good strategy. With the tum in the technology and Internet markets, DoDots appeared to be in a bit of trouble.

DaDeots was also going to have an even higher burn.rate soon. The executive team had made all of their projections based on a growiag economy and customer base and had scaled the company according to the market of 09 and early '00. Additionally, the debt that DoDots had incuered from Lighthouse and the
egipinent finsocing e LT, st add ot $ 100K pes fhoat i3 iy o 01 DEDcrs o horrea SISt ghtianiss Copisl 15 drawable, subordinated lne, with th itention of financing the company through the Y2K period and a5  safety ne in the event that th Series B as delayed. The company was
fortunate to have the cash available when Chase backed out of the first term sheet, but projected. Med:

"One thing that should have given us 2 hint of things 15 come was that the investors we met with in shown 2 set of user before the lasach of our product. W, wwhe we weat back to those same investorsin July aad August they were disappointed in oue actual revenne
numbers (see Excibits 5 & 8). By September the projected sad sctual nuembers wers vastly different due to botthe dowa market and oue over.coafidence in customer acceptance and growth

Some of the company's earlier customers were sing and distributing DoDots' technology very well, but the majority of our customers were doing very poorly. They had sigaed a mumber of customers who were excited about the company's technology, but the technology was not used by their customers in ways that
ted DoDots fore, DoDx

By July, the DoDots team noficed that its model of customer-based distibution would not have the massive distribution and revenve effects a5 it earler anicipated. They began to look to a few Luge stningic deus in order o ik up fr the demise of e DotCom comkmen One of these was a technology licensing
eal with ABC com Jim Mackraz, DoDots VP of Engine: 2 team worked day and night for a month to make ABC happy ought this deal would put us on the map. In the end, they had I d we got little they hac what the traffic to
their website was and what it would do for DoDots."
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strategic deal was in the works with Spinway.com, a Softbank portfolic company, and K-Mart's newly christened ISP. Spinway  in usiag DoDots gy in order

Another key which it could advertise. En return, Spiaway offered distribution
to millions of users, which DoDots thought it could tum into revenue by charging its other customers for access. Negotiations with Spinway were time A

through
e the o, Dot e disappotated it both e recene and sses Spvees provided

Spimway also was part of the Softbank “Netbatsu,” Softbank Founder Masayoshi Son's vision for increased synergy through deep strategic relationships befween his investments. Spinway was deeply involved with DoDots on multiple levels. For example, DaDots was subleasing space from Spinway and had given
Spinway a $1.5M security lightly at the time) at ‘associates at Softbank. Their intention was that the deposit DaDots once Spi f funding.

"Then the free-ISP market crashed harder than ever and before we knew it, Spinway had shut its doors and let their entire staff go. There went our cash. Softbank’s "Netbatsu” certainly helped DoDots get started. ... but it also increased our risk in this new environment.”

Over Q2 and Q3 of 2000, DeDots kad posioned aelfas 2 sofhwar iffastuctse company and <ven had » wirsessappliction wnder development Tis made the company temporarity immone fromscn ofth direc and it pai suferd by the DotComs. S, ke many of thetechaclogy companie that sold
their products to growing Intemmet companies, DoDots began to feel harsh rejection by the market shortfalls in Q3 and Q4 of 2000.

Dot i et o 1 iy i g o e i e 6 i i ARt o vl i, i Pspecmiv 1 aom e e st sy it b by, Gty Fiond g i o s, vy,
customers-most of which were no longer available. Because DoDots had burmed through the money o its growth, it its Seri 000, but the market and the NASDAQ had even broken 4000 a few weeks carlier. Entreprencurs and investors in private techaok
Companiosoght and hoped that contions for teir companie sould gt bete dorag e holidays s e e your

EXHIRIT] - DO DOTS SERIES B SCHEDULE OF PURCHASERS

JULY 14, 2000
ADGUST 14, 2000
SCHEDULE OF PURCHASERS
AGGREGATE
NAME AND ADDRESS SHARES PURCHASE PRICE

Stasmberg Venture Parmers IL LB. 390,625 2,000,000.00
S 1001
2000 Firs dvemse
Seatte, WA 98121

Ve Invesments, LLC* 12832 ses7o1888
60 Mac Bain Ave.
Atherton, CA 04027

sl Consuing Led (1)

A 185312 sesogerst
1301 Bk of America Tower

'SOFTBANK Techalogy Ventures Fund V, L 3. (3) 204 Closing 771,356 s34
200 West Evelym Strset, Suite 200
Moustain View, CA 84043

3rd Closing.
4t Closing
FTBANK Tucholoy entires Advor Fund L2, G) 204 Closing
200 W Braa S, i
o i CABHOES

3rd Closing 1708
4t Closing 240

‘SOFTBANK Technclogy Vinturss Entsprensurs Fund U, L B2, 3) 208 Closing 1235

200 West Evelys Sreet, Suite 200

Mountsin View, CA 94043

31 Closing 3590336
4t Closing 3843264
2490584

Jack Troedson (1)
o Comish & Carey
265 Lyton Avenu. Sute 150
Palo Alto, CA 94301

Fi2:Q DoDos com Investors, L. 1) 0218 525200128
Ama: Shanuon Horton

Sp—

San Francisco, CA 94104

Hiambrecht & Quist California (1) 20207 S150,000.64
. Shannon Horflam

o Svee

Sen Francisco, CA 84104

Fi2Q Bmployee Venture Fund 2000, LD, (1) 29207 s150000.64
A’ Shennon Horton
Bush Seer

Sen Francisco, C4.94104

Access Technology Parmers, L. (1) 468750 $2,400,0000
Aa:Shooon ocn
IBuh &

S Fancio, CA 4104

Access Technology Parters Brokers Fund, L. (1) 9375 54800000
s Shannon Horton
i ep—

Sen Francises, CA.04104

Jossegh L Vatter IR Rallover (1) 12832 ses7o1888
80 0ac Bain Ave.
Atherton, €A 94027

Kristoph Lodge (1) 4m 2499584
clo Comish & Carey.

2451 ytton Aveme, Suits 150

Palo Ao, CA 84301

ceaHm 0785 $49.996.50
cio Jobn Cardoza.

Ome Maritme Plazs, 206k Floor
San Francisco, CA 041113580

Tosy Madeamo (1) 183531 seogeaT?
151 Caldsron ave, Apt215
Mountsin View, CA 94041

Jobm Kembel (1) 18531 59895872
2534 Wllsms Swest
Palo Alo, CA 84306

Gaorge Rembal (1) 18531 ses 00872
1045-F Sama Cruz ave.
Aenio Park, C4.94025

Ralph Rogars (1) 19531 39999872
S Montacito Rosd
Wosdside, CA 54062

Scon Sorochsk (1) 18531 se00872
S04 Whitshavn Place

Sen Ramon, CA 94583
Saben Hockie 1) 19531 59999872
150 Lander:

Som vt CA B
Morris Ventures (1) 39063 520000256
2500 Sand Hill Road, Suite 240

Menlo Park, CA 94025

Eastwick Communications (2) 19531 59999872
1735 Techmology Drive, &ate 430
San Jose, CASS110

Lighthouse Capital Parers (2) 19,531 598,998
rske's Lasding Rosd, Suita 260
Gresnbras, CA 94804

Pt Vs L. 97,656 S499098.72
One Marke: 5

S e S 518
Sen Francisco, C4 94105

1B Positins, Iuc. ¢4)
2 World Financial Center
New Your, MY 10251

195313 $1,00000256

Total 19043594 1487305728

. Note dated November 10, 1925.
(1) Admitted at sacond closing held on May 25, 2000.
(2) Adumined s chizd closing held on Juy 14, 2000.

July 14, 2000, an the fourt: closing held on August 14, 2000
(4) Admitted at fourth closing held on August 14, 2000,

ExHBIT? - Do DOTS SUMMARY OF CUSTOMER TERMS

Deal Summary
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EXHIBIT 3 - Do DOTS SUMMARY OF HEADCOUNT GROWTH

Headcount summary

Department Name | mavoo

Suport | |
Content Services £l 55 7 s .
Oevelopment 15 u 1 15
Operations b 5= 3 B s
SALES AND MARKETING
Soles n I B Bl
Marketing u u 1" wips g
GENERAL ANO ADMINISTRATIVE £
Information Systenms 1 1 4 e
Bulleng Servies 3 == 5 e 4
Admistation 3 E—3 2feiey 3
Finance 4 4l s sge s s
Logal 1 5o 1R
Human Resoures and Stafing 3 I shcai o
Company & w 78 1
DoDots, . ~ Prvate and Confdentil
EXHIBIT 4 - DO DOTS SUMMARY OF VALUE PROVIDED TO CUSTOMER
PC Data Online
Custome Monthly Web site  Duration per  Monthly Dot Effect
duration per user  Web page duration per (%)
(min:sec) (minisec)  Customer specific
user (min:sec)
AnyDay 4:44 0:31 a7:40  907%
mySimon 8:35 037 77:07  798%
eHow 8:30 0:51 747 227%
ZDNet 19:35 1:05 325:04 1560
Merriam-Webster 16:26 1:31 144:09  777%
PhotoPoint 12:17 1:09 17:52 45%
Work.com 107:47 0:58 7a:50 31%
Startsampling 53:49 048 14357 167%
drbrew 12:48 1:01 36:31  185%
PCWorld 12:36 0:51 16216 1188%
Hotlinks 53:31 041 71:55 349
MapBlas 17:42 1:18 56:26  219%
iFUSE 1:40 0:20 14831 8811% )
5 - DO DOTS St ¥ _OF VALUE PROVIDED TO CUSTON
1 —
=o= Forecast =0= Actual 0

800,000 {——

455 201000

7,
8,108,
56525

a4 oy 24em B 5
i omw 16755 24 g

M0 A0 My00  Am0 0 A00| 2osepon | Ock00  Nowd om0,

Dolots, Inc, ~ Private and Confidential

EXHIBIT 6 - DO DOTS SUMMARY OF VALUE PROVIDED TO CUSTOMER
Key distribution deals
CSPINWAY))

» Auto-upgrade feature
 Burned on CD
 Link on website
+ Key deals in negotiation
= ABC.com
u PeoplePC
u AllAdvantage
u Pulse
= 1stUp

i@

[ET A ——

EXHIBIT 7 - DO DOTS SUMMARY OF VALUE PROVIDED TO CUSTOMER
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Jam ser Sl

UE PROVIDED TO CUSTOMER

Results - Year to date

Income statement
Fiscal yoar o date
(March / Augus) actuel __torecast
A s for the year are near
dgeted i categories
Rownue 8 2 @ o | Sudeedlvesinal it
Gost of rvenue 4 - - na | axpenses.
areas are under forecast evels
Gross proft [ 2 (© 3% | primariy asa resutof camying
less headeount than pianred.
Opeating expenses:
Product dewelopment @287 (3.044) (243) %
Sales and marketing @245 (438) 2000 4%
Gonoral and admivistrathe __(29%8)  (3089) s s
@461 (0452 1w 1wk
Operaling loss. ©453)  (10.440) 1988 9%
Intores income. » 52 @
et9) () s 1o
Netoss @67 (05 208 9%
z [S—— e

GRADUATE SCHOOL OF BUSINESS

Do Dorts (B)
STUDY QUESTIONS

PR

Analyze how Medrano's Series B fundraising strategy worked and didn't work. What would you have recommended?
Analyze the multi-staged Series B closings. Was this the best strategy? What were the aftermatives?

What other incentives could DoDots have provided in order to get investors to close the round?

‘How could the team have better £ company?

What could Medrano and DoDots do to better adapt the company to this changing market?

Analyze the various forms of debt DoDots had taken on. How did this increase and/or decrease risk? Was this good for the company?

Analyze the conflict of interest betsween Series A and Series B investors. How is this good for the company? How s this bad for the company? What difficulties ing with
Analyze the company’s business model. How did it charge customers? What are it's strengths & weaknesses? How did this increase or decrease financial & market risk?
Analyze the failure of the ABC and Spinway relationships. Was the team trying to force a product on an unreceptive market? How could they have better adapted their expectations and managed the company?

ho are going to invest in a round?

This case was prepared by Tony Medrano under the supervision of John Giynn, Lecturer in Management, Starford University Graciuate School of Business, as the basis for iMlustrate either efiective or

Por confidentiality purposes some facis and rumibers in this case heave bean changed These changes should rot affect the reaciers conclusiors.

This case was made possible by a gift from H. Michael Stevens.

Copyright T2001 by the Board of Trustess of the Lel Sunior University. Al
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