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To raise and how to raise,
those are the questions

SIMON ACLAND
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Simon Acland Credentials

* Venture capital for 21 years

« On 23 Portfolio Boards at Quester

« / IPOs, 9 Trade Sales, 6 failures, 1 still private
« Aggregate IRR of ¢ 40%

* Average multiple on cost of 4 fimes

» TWo software companies in FISE 250




CAPITAL ADVICE FOR ENTREPRENEURS

RICHARD BRANSON

Ancgels

Drégons

& Vultures

HOW TO TAME YOUR INVESTORS...AND NOT
LOSE YOUR COMPANY




Simon Acland Now

» Director Green Angel Syndicate

« Angel CoFund Investment Committee
* TriplePoint VCT/Social Impact Fund

» Chair of Powervault

« Chair of Naturemetrics

 Vice-Chair Plantlife

« NXD Satellite Applications Catapult

* Angel investor in 20 companies




Why are you an entrepreneur?

Independent
Enthusiastic
Optimistic
Determined
Persistent
Bull-headed
Unemployable

* |s this compatible with external investor
controlse

* Before you raise money, understand the
imnNlications




You can't give it back

« VCs don't take their own medicine
» They call it being CAPTIVE

........




You can’t get off




You have obligations




Few teams are the same at the end

‘ Very few CEOs have the skills to go
from start-up to the exit the VC wants

Do you have the courage to step down or fire your partner?



Money Raising Tip No. 1

Get as far as you can without any

Get a customer
Get a grant
Tighten your belt
N Invest money yourself (and your colleagues)
Beg, borrow and stedl




Money Raising Tip No. 2

Know your target audience

— Find a way in




Money Raising Tip No. 2

Know your target audience

— Find a way In
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— Do your research




Money Raising Tip No. 2

Know your target audience

— Find a way In
— Do your research
—Talk to some of their other CEOs




Money Raising Tip No. 2

Know your target audience

— Find a way In

— Do your research

—Talk to some of their other CEOs
— Create competition




The Business Plan Conundrum

FACT FICTION

FICTION LEADS TO FRICTION,
BUT FACT DOES NOT ALWAYS GET BACKED




Money raising tip No.3

* The Business Plan
* Beat It in the near term
* Make if sizzle in the longer term
 Make sure you don’'t have to take investment




The Question




What you get

* Angels invest their own monéy par’rly for fun
* They may not be very “professional”

* They take their own decisions, can act on @
whim

* Thelr circumstances change
* Their pockets are relatively shallow

* YOU may have to deal with several
individuals

* They have often been entrepreneurs
* They may have extensive contacts




What you get

« 15% aged 25-34

* 56% aged 35-54

« 28% over 55

« 59% have been investing for less than 5 years

e 86% are men
e 80% invest £500-50,000

Source: ERC Nation of Angels 2014




What you get

* VCs invest others’ money entirely for gain
* They are paid "professionals”
* They have investment committees
* They come under pressure it they don’t perform
» Their pockets are relatively deep
* You will have to navigate the politics of the firm
* They may have been entrepreneurs
- +They may have extensive contacts




Who is the VC’s customer?

* The entrepreneure

NQO, of course not




Who is the VC’s customer?

e His fund investorse

YES, of course

The entrepreneur and his company are merely
one of the VC's products




Where will you get put In the warehouse<

Money

Invested

Too big to fall Biggest cash return
No interest Biggest multiple

Upside potential



Customers drive behaviour, not products

So

* Your VC may want your company to be something you don't
 He may want to put in more money, or less

 He may want to take less risk than you, or more

« He may want you to run out of money

« His timeframe may be affected by external issues
 He may be under professional pressures

« He may pass those pressures on to you

Don’t let yourself be tied up in knots




Entrepreneurs and VCs often misunderstand
each other

* The pressure on VCs is intense

* |t is very hard to raise funds

* They have become more risk averse
» Protecting against the downside can inhibit the upside
* |t can create conflicts with management teams

« Controls and restraints inhibit entrepreneurial flair

Don't be nalive about your investors; understand their pressures



Ordinary Shares

£ invested [ £1m

Investor £0.25m £0.5m £1.0m £2.5m £5.0m
proceeds

Investor % | 25% 25% 25% 25% 25% 25%
Team £0.75m £1.5m £3.0m £7.5m £15.0m
proceeds

Team % /5% /5% /5% /5% /5% /5%
Post- £4m £4m £4m £4m £4m £4m
money

Pre- £3m £3m £3m £3m £3m £3m
money




Trick of the trade:
Preferred Participating Shares

£ invested | £1m

Investor £Im £1.25m £1.75m £3.25m £5.75m
proceeds

Investor % | 25% 100% 62.5% 43.75% 32.5% 28.75%
Team £0 £0.75m £2.25m £6.75m £14.25m
proceeds

Team % /5% 0% 37.5% 56.25% 67.5% 71.25%
Post- £4m £Im £1.6m £2.29m £3.08m £3.48m
money

Pre- £3m £0 £0.6m £1.29m £2.08m £2.48m
money




Profitable businesses

with If_ngI:JIiﬂ assals & raliable ravenue slizams

The Funding
Escalator

Profitable businesses

but with low tangible assels or with growih
aspirctions outside cument revenue straams

Company Stage

Established revenues
but pr'e—plo:iis

Pre-revenue
or possibly just postrevenue

| I ! I I I I I

£0.Tm £0.5m E£Im E5m E£10m £20m £50m £100m

Amount of finance sought

Bank finance - somefimes underpinned by existing equity finance

Private equity

Venture capital (incl, ECF, Catalyst Fund, UKIF)

Venture ca pituI Trusts

Business angels & Crowdfunding (incl, EIS, SEIS and Angel Cofund)

Smart Investments. Sustainable Change.




In Practice

* |f you have to raise early, you will need to go to angels

* Find an angel group or lead angel who knows your sector
« Check them out, find a way in

* Don’'t raise money at a silly valuation

* Try O raise as much as possible

« Get a wise angel Chair or NXD

NEVER RELY ON RAISING CASH FOR SURVIVAL




Why Green Angel Syndicate?

Green Angel Syndicate is the first angel syndicate in the UK to specialise
in making investments that are of benetit to the green economy
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