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2 NZVIF now has more than 140 early stage companies in our seed fund portfolio
with the median holding period of three years, of which we have seen varying
degrees of ESOP (Employee Stock Ownership Plan) implementation.

0 NZVIF management team undertook a quick survey in mid April with 98 active
operating SCIF portfolio companies.

0 We are glad to share the aggregated results with the wider angel market in
New Zealand, and hope the analysis can be very helpful for start up
entrepreneurs, employees, board members and angel investors.

0 We greatly appreciate those portfolio CEOs who contributed their time in
completing our survey.
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The survey includes 14 short questions. We received 50 responses (51%) in 8 business
days. Of the 50 responses, two-thirds companies are aged between 2-5 years and one-
guarter are between 6-10 years. Below are the key findings:

88% of start-up companies currently have a ESOP provision;

Nearly half of them issued share options after the first 12 months of operation;
About two-thirds of companies adopt basic share option plan;

ESOP allocation are mostly in the 6%-10% range, follow by 11%-15% range;

47% of companies received positive reception when announcing the ESOP plan
although 14% indicated further education was required to explain the nature of the
proposed plan for employees;

0 About one-third of companies staff have exercised their ESOP and another 50% not
yet;

0 96% of CEOs expressed that they would implement ESOP plans in the future
organisations.
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Q1: Do you cu
an E '

hareholders' Agr

Yes

Ho - Please
go to Questi...

0% 10% 20% 30% 40% 50% B0% 70% B0% 90% 100%

Answer Choices Responses

Yes 87.76%

Mo - Please go to Guestion Mo 10 12.24%

Total
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We are yet to
issue any sh...

Our first
share option...

Our first
share option...

0% 10% 20% 30% 40% 50% 60% 70%

0% 90% 100%

Answer Choices
We are yet to issue any share options
Qur first share options were issued within the first 12 months of operation

Our first share options were issued after the first 12 months of operation

Total

Responses

26.19%
26.19%

47.62%
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Q3: What ty

Answer Choices Respons

Baszic Share Option Plan {including fully and partly paid shares) - A simple option scheme where 62.79%

the company grants options to employees to acquire shares at a later time. Upon exercise of an
option by a participant, the company issues ordinary shares to the participant at the pre-

Basic Share
Option Plan...

Share Purchase

determined price specified in the inttial option grant. The option holder only acquires shareholder
rights when the option is exercised.

Share Purchase Plan (or "borrow to buy™) -The simplest way to provide employees with the

Plan (or... - opportunity to realise tax-free share gains is to issue them shares (rather than options) at the
outset. Provided the shares are issued to the employees at market value at the time of issue,

Useofa subsequert gains will not be taxable provided the shares are held on capital account.
special clas...
optional I Usze of a special class of share- Cther structures have been developed to achieve the same 0.00%
Convertible... commercial ohjectives as are readily achieved with option plans. One such structure involves
the izsue of a special class of shares which can be converted to full ordinary shares after
Combination of - expiry of a similar period and subject to similar conditions as for an option scheme.
the above...
Optional Convertible Motes (OCNs)- An OCN structure seeks to achieve similar ohjectives as the 2.33%
ot sure schemes invalving conversion of one share class to ancther without any liguidation risk, but
invalves additional complexity. Under a typical OCN structure | the employer company lends
funds to employees which the employees use to acquire OCNs issued by the employer at a
Other I similar value. After a qualification period and subject to similar conditions as for an option

scheme, the employes can ether redeem the OCNs for cash or convert the OCMs into shares.

The company loan is repayable on redemption or conversion.
0% 10% 20% 30% 40% S0% G0% T0%

Combkination of the above structures 13.95%
Mat sure 9.30%
Cther 2.33%

Total



0% - 5%

6% - 10%

11%-15%

>=16%

10%

20%

30%

40%

Answer Choices

0% - 5%

6% - 10%

11%-15%

==16%

Total

0% 60% 70% a0%

Responses

21.43%
38.10%
26.19%

14.29%

90%  100%
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Q5: Who Is eligi 't’ participate Ir
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Directors

Advisors,
Consultants ...
Senior
Executive...
Uther Emplmes _
Other (please
specify)
0% 10% 20% 30% 40% S0% G50% T0% 80% 90% 100%
Answer Choices Responses

Directors 65.12%

Advisors, Consultants and other Professional Services 32.56%

88.37%

Senior Executive Management

Cther Employees L i New Zealand
! Venture
698, Investment

Cther (please specify) Fund



Positive
reception an...

3 Answer Choices Responses
Varying
degrees of...
Positive reception and well understood 46.51%
Yarying degrees of understanding and reception 32.56%
Further
education wa... . ) ) 13.95%
Further education was required to explain the naure of the plan -
) Yery little interest expressed 2.33%
Very little
interest...
Cther (please specify) 4.65%

Total
Other (please
specify)
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Igible partic
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Yes, at least
one of them

Answer Choices Responses
Ho, none of
them Yes, at least one of them 30.95%
Mo, none of them 50.00%
Can'ttell as Car't tell as it is within the first year of the vesting period 11.90%
it iz within...
Unsure TA4%
Total

Unsure
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Staff alignment

Employee
loyalty

Investor
alignment

Increases
capacity to...

To align with
internationa...

Reduces cash
flow burn rate

Employee tax
benefits...

Other (please
specify)

20%

30%

40%

50%

G0%

Answer Choices

Staff alignment

Employes loyalty

Imvestor aligrimerit

Increases capacity to recruit high calibre employees

To align with international best practice and expectations

Reduces cash flow burn rate

Employes tax benefits (perceived or otherwise)

Cther (please specify)

Responses

53.06%

§3.67%

20.41%

63.27%

12.24%

24.49%

2.04%

§.16%
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Dilution of
existing...
Risk of
shareholders...
Risk of
possible...
Cost of
implementati...
Increased
compliance...
Increased
public... )
Answer Choices Response:
Pn.ter.'t.ﬁ.“ tax Dilution of existing shareholders 51.02%
liabilities...
Rigk of gshareholders on register who no longer have any involvement with the company 38.78%
Other (please
specify) 10.20%
Rigk of possible employes disputes impacting shareholder decisions .
0% 10% 20% 30% 40% 0% G0% . . 30.61%
Cost of implementation and support .
Increased compliance costs 16.33%
Increased public disclosure of company affairs 10.20%
Potential tax liakilties (perceived or atherwise) 10.82%
Cther (please specify) 18.37%
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Wasn't
presented as...

Can't see the
value to the...

Too expensive
to implement

Don't
understand...

Too complex
for our...

Insufficient
management...

Concerns
around tax...

Lack of access
to professio...

Other (please
specify)

0% 10% 20% 30% 40% 0%

reasons yo
S

ve
et

Answer Choices

Wasn't presented as an option in the orginial investment doc drafting

Can't see the value to the company of implementing an ESOP

Too expensive to implement

Dont understand ESOPs

Too complex for our organisation

Insufficient management resource to implement and manage going forward

Concerns around tax liakility (perecived or otherwise)

Lack of access to professional advisors to develop ESOP

Cther (please specify)

60% 70% a0% 90% 100%

Responses

50.00%

0.00%

0.00%

16.67%

0.00%

16.67%

0.00%

0.00%

50.00%
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Yes, as an

employee

Yes,as a
business owner

0% 10% 20% 30% 40% 20% B0% TO% 20% 90% 100%
Answer Choices Responses

Yes, as an employes 24.49%

Yes, 35 a business owner 10.20%

Mo T1.43%
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0% 10% 20% 30% 40% 50% 60% T0% 80% 90% 100%

Yes

Answer Choices

Responses
Ves 95.92%
Mo 4.08%
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less than a
year

2-5 years Answer Choices Responses
less than a year 6.12%
6-10 years 2-5 years 67.35%
6-10 years 24.49%
11-20 years 11-20 years 2.0%%
21 years or more 0.00%
21 years or
more

0% 10% 20% 30% 40% 0% 60% T0% d0% 90% 100%
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610 Answer Choices Responses
1.5 44.90%
6-10 22.45%
11-20 11-20 20.4M1°%
2=71 12.24%
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