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{ Who is BVP?

Oldest private investing practice dating back to 1911
Spun out of family office as VC firm in 1979 DB BESSEMER

$4.0b under management; latest fund BVP VIl $1.£ VENTURE PARTNERS
By BESSEMER (10°%

VENTURE PARTNERS

15 partners; 40 investment profiles; 7 offices

Active investments in ~15 countries e s
developer-focused businesses are where

Roadmap-driven approach LR

Invest at all stages from Series A onward e

We love developer businesses! Active roadmap =
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Where have I been investing on behalf of BVP?
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Why developers?

aka Ammunition for Your Next Pitch



The Prevailing Sentiment

WE NEED
THREE MORE
PROGRAM —
MERS.

)

USE
AGILE
PROGRAM —
MING
METHODS.

www.dilbert.com scottadams®acl.com

AGILE PROGRAMMING
DOESNT JUST MEAN
DOING MORE WORK
WITH FEWER PEOPLE.

605  ©2005Scott Adams, Inc./Dist. by UFS, Inc.

FIND ME SOME
WORDS THAT DO
MEAN THAT AND

ASK AGAIN.




What's changed?

1999 2012




{ DeveloperLand has had bad leadership...

Ballmer did get one thing right!



...but owning a developer ecosystem pays immense dividends

TTM Free Cashflow

share x| ] @ | Embed | ProExport Data | Pro Save Image
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Silicon Alley Insider o~/ Chart of the Day

) Mi ft's R By Seg [Trading 4 Quantess)

2009 2010 201 35,000

* 7 million .NET developers .
*  Major investment in Office and Server ecosystem et
* Server and Tools division #2 revenue driver after Office ($19b) ™ | e
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This is bigger than just the cool kids of Silicon Valley

TIOBE Programming Community Index
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Source: TIOBE Programming Community Index for May 2013
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Because they are more central, developers now make
spending decisions...

Stephen O'Grady

The New
Kingmakers

How Developers
Conquered the World

O'REILLY’

The CIO is the Last to Know

What IT Decision Makers
Think is Being Used

N
What Developers What is Actually
Want to Use Being Used

“Developers are now the real decision
makers in technology. Learning how to best
negotiate with these new kingmakers,
therefore could mean the difference
between success and failure.”
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... with far reaching implicatiois

Al rtic e .
Tgf:hon'org): icte nteflor /S e
+ Follow (1 Or
a '
ECHONOM 1/30/2011 © 7""‘:1?:,:'&””"&3@ An C[es ng .
Now Eve o Mty &n terp,; Miss: T
Ma“‘qsa . Dr/S E . he E
= Software Compau, e ra? d O
- L [l oavid Kirkpatrick, Contribute e @so..,. 5
g T gs>” Rl
i) Developers Rise In Importance ‘
Lot

The problem isn't that Oracle and the mega-vendors have lost their hold on CIO
affections. They haven't. The problem is that they have little to offer enterprise
developers, who increasingly are the gateway to software adoption. Explaining this shift
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“Developers are a market”

-Jeff Lawson

Source: “Startups Tap Into Mobile-App Explosion”, Jessica Lessin, Wall Street Journal, June 7, 2013
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Gartner Says Worldwide IT Spending Forecast to Reach $3.7
Trillion in 2013

Analysts to Discuss Latest IT Spending Outlook During Complimentary Gartner Webinar

2012 Spending (in $billions)

Data Center
Systems, $141
_ Enterprise

Software, $278

Telecom
Services, $1,661

/i



PaaS Market Forecast, 2011-2016

2011 2016

1%

» Cloud Application platform
services (aPaaS)

= Cloud ALM Services
(aimPaaS)

» Cloud BPM platform services
(bpmPaaS)

« Cloud Integration services
(iPaaS)
Cloud Application Security
Services

» Cloud MFT Services

9%

= Cloud Application Services
Governance
Cloud Business Analytics
Services (baPaaS)

u Cloud MOM Services

= Cloud Database sefvices
(dbPaaS)

= Cloud Honzontal Portal
Services (Portal PaaS)

$900 million $2,900 million

Source: Market Trends Platform as a Service, Workdwide, 2012-2016, 2H12 Update

i Gartner
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Atlassian Software is a strong example

W Atlassian

Founded 2002

Bootstrapped with
$10k in credit card
debt

Maker of
developer tools
like JIRA, Hipchat
and Confluence

Based in Australia

117% revenue
growth for
2004-2007

NO SALES
FORCE

Raised $60m from
Accel in July 2010

20,000 customers
225 employees
$59m in bookings

Profitable every
year since
founding

STILL NO
SALES FORCE

500 employees

$120m in
revenue

Rumored IPO
in 2013

No sales
people until
the company
hit $100m in
revenue (2011)

Y IIRA
b 4

@ HipChat
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Not just for startups!
Enterprises are coming around — there have already been exits...

m: :n‘ |:> ~$180 million

MASHERY

‘ii) LAYER 7 :> ~$155 million

TECHNOLOGIES technologies

“This enables us to extend our ... value proposition by liberating
developers to securely connect applications to cloud services...”

Opigee Q'H’r/ $20+ million in revenue

$72 million raised

19



... meaningful exits...

&8 clcaom

Behind eBay’s $800M buy:
Braintree will replace PayPal’s
developer platform

y Kevin Fitchard
f®@ NoComments W f M +7 o=

v :«' -~

PayPal tried to revamp
its developer platform this spring for
the new mobile commerce reality,
but it realized it wasn't moving fast
enough. It decided to buy Braintree,
which already had sophisticated
tools in place.

MERGER
AHEAD

photo: é:ut:--r-.':r-}\ / Gary Paul Lews

W tweet thi
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{ ... and plenty more meaningful exits to come.

W Atlassian ) twilio
github

SOCIAL CODING

O New Relic. ‘ mongoDB

21



What Does BVP Look For?

aka Do I Want You to Invest in My Business?

22



{ Our latest thinking on the best way to get there

aka....

23



{ The Seven Commandments of Building the Biggest Business Possible

* Disclaimer: not all commandments must be met! 24



Commandment One

Delivered as a service that can be metered.

Make calls Receive calls

2 | .

Outbound calis Phone numbers Inbound calls

25



Commandment Two

Grows with the business.

The Economics of Dropbox on amazon

Tier (GB)
1000
50,000
500,000
1,000,000
5,000,000
40,000,000

S3 Cost/GB/Month
$0.14

$0.125

$0.11

$0.095

$0.08

$0.055

webservices”

S3 Cost/Month
$140.00
$6,125.00
$49,500.00
$47,500.00
$320,000.00
$1,925,000.00
$2,348,265.00

26



{ Commandment Three

Replaces something that companies already pay for.

amazon
web services™

heroku

27



{ Commandment Four

Offers an amazing user experience.

(As good as a consumer product)

Don't reinvent the wheel, use an API

Consume and distribute software on the largest cloud API marketplace in our universe.

SMS, weather, face detection, efc... Search Browse APIs

“‘Even though we're a developer company doesn’t mean that developers
deserve bad experiences.” - Aghi Matrietti, founder of Mashape

28



{ Commandment Four

Offers an amazing user experience.

stripe

Create your Stripe account.

1t later, and skip this step »

‘ r'im |

P d If.’ 'f, ‘n.. “;'( [,ﬁ

Create your Stripe account

Already have an account? Sign in.

29



Commandment Five

Developers love it.

+  Twitter/Hacker News love
* Owns a piece of developer mindshare

&
&

8 cootrey Simpsen LML
twilio Thank you. My company, my

livelihood, and my sanity depend on you.

& Reply T3 Retweat W

Sanjay Parekh @sanjay

wow, just realized that you can launch a @stripe test account
without logging in. then save the account later if you want. brilliant.
Collapse <4~ Reply 13 Retweet ¥ Favorite e More

8 Jun

GitHub <github 31 May
Introeducing Octokit github.com/blog/1517-intr...
y zoinkit and 2 others

Followed b

Collapse < Reply t3 Retweet & Favorite © Pocket *** More

JEEATE

139 91

RETWEE AVORITES

2

David Feldt @davidfeldt 26 May
| love what @Twilio is doing. If you're not using them for SMS / voice
/ customer service / communications, you should be.

Collapse 4~ Reply t3 Retweet ¥ Favorite <= More

Nicholas Mercer @oubipaws 6 Jun
Dealing with @stripe as a payment gateway just makes me such a
happy developer; Auth.Net isn't bad, but not this awesome.

Collapse 4~ Reply 13 Retweet ¥ Favorite Pocket e More

Jesse @jessescitech 20h
| just bought some awesome swag from the @atlassian Swag Store/
swag.atlassian.com

Collapse 4~ Reply 13 Retweet ¥ Favorite Pocket ee* More
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Commandment Six

Exhibits strong network effects.

A
=l stackoverflow N B2 I 3

Stack Overflow is a question and answer site for professional and enthusiast programmers. It's 100% free, no %
registration required.

What is the best comment in source code you have ever encountered? [closed]

tanngd

Move apps to the clo
Simple. Flexible. Connectg

— asked 4 years ago

35?2 What is the best comment in sc v iewm 1 2626% ti ms

2302 Com

share edited Sep 18 '11 at 1:54 community wiki event It's the last week to

14 revs, 11 users 61% your app to Windows 8
Robert Harvey win prizes with Apptivate!
—now through June 7

L. . X i blog Podcast#48 - Sponsored
1 question is now closed, | think 528 "answers" is probably enough, no? :) — Jeff Atwood ¢ Apr 28 ‘09 at 8:55 by Powdermilk Biscuits

/

31



{ Commandment Seven
Eliminates the need for non-core skillset that no one enjoys.

__VISAE).
[ TN T
Payments for developers

 Get Started with Stripe

32



Commandment Eight

Democratizes development.

Marketer: “I want to make my

Facebook page interactive”
BEG a Developer

Developer learns FBML

Developer sends sample to Marketer creates,
Marketer edits and releases

Marketer provides feedback D

Developer makes changes

Release v1

Marketer wants changes...

33



w Festirss & Senefs  Prckg  Cusiomes  Ssscwces  Jobm

A/B testing you'll actually use.

Website optimization made easy.

www.bvp.com/portfolio/antiportfolio Experiment /

Experiment Varetors

:‘ BESSEMER o

VENTURE PARTNERS

ANTHRORTFOLIO

places where we really screwed up

Bessemer Venture Partners is perhaps the mation’s oidest venture captal firm, carrying on an
hroien e capital investing th . o

yyyyy

Another example of democratizing development

Consumer flow — one click to
set up

IT involved only once —

business user in charge
thereafter

Alternative is clunky — and
ineffective

Customer can measure
success through metrics

(and in this case, $$)
34



{ Why democratize development?

Comp 50k / year
Sci grads

Programmers
(full-time and

hobbyist)

17 million

Information Workers 400 milli()n

(average business person)

35



Eight
{ The Sewgn Commandments of Building the Biggest Business Possible

1. Delivered as a metered service 5. Developers love it
that can be metered

2. Grows with the business 6. Exhibits strong network effects

3. Replaces something that 7. Eliminates the need for non-
companies already pay for core skillset that no one enjoys

4. Offers an amazing user 8. Democratizes development
experience

* Disclaimer: not all commandments must be met! 36



{ Ok, so what do I need to get funded?

A
$$

37



{ Ok, so what do I need to get funded at Seed Stage?

Does the idea make sense and is the team credible?

Investor Priorities Performance Measures
Team - % % % Previous exits
Previous experience
Market - % % % P
Founder dynamic
Traction - %

Magnitude of the opportunity

Experience-opportunity fit

38



{ Ok, so what do I need to get funded at Series A?

Does the product achieve the purported value proposition (aka does it work)?
|s the market lucrative (aka how many commandments)?

Investor Priorities Performance Measures

Team - % % Total addressable market

Registered users

Market feedback

Market - % %
Traction - % % Paying (and highly engaged) customers

Growth & churn rate

39



{ Ok, so what do I need to get funded at Series B?

Do the unit economics justify scaling the business?
How big is the market?

Investor Priorities Performance Measures
Team - % Total addressable market
CMRR & LTV
Market - % % %

Churn, retention , upsell
Traction - S -+ CAC, LTV/CAC Ratio

Other unit economics

40



Thank You,

. 1 @ethankurz
r‘;j www.bvp.com/blog
. ethankurz [at] bvp.com
Et h an K Uurzwel I iﬁ linkedin.com/in/ethankurz

B essemer Ve n t ure P d I‘t ne pinterest.com/ethankurz,



{ APPENDIX

42



{ Why are developer businesses so attractive?

Low hurdle to adoption
* Organic usage drives the business

Marketing covers sales and support initially
* Drives better conversion — eg, Sendgrid support
* Sales comes later

Social media is an accelerant (developers talk a lot)

* Very sticky and hard to rip out

+ Economies of scale — you can get better
prices than your customers

* Net negative churn: as customers’
usage grow, so does your revenue

43



