The Angel Accelerator

Investing without Exits
Workshop #7
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Timeline

Free workshops

= Today

= Two more in January
Investor

Commitment
= End of January

Select fledglings
= Mid-February

Accelerator
= April 13 - May 29



Financing Startups
Stages of Maturity
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Pre-seed Seed Growth Exit
Friends & Family Angels / Angel Groups Venture Capital Funds, Public Companies
Crowdfunding Other Institutional Investors

Idea, No revenues Prototype, $X,000 in revenues $1+ million in revenues $10+ million in revenues : 5
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Next Step:

for investors




4,115

funded by

venture capitalists
(Pitchbook 2016)

(U.S. SBA & Kauffman Foundation)

exits
(Pitchbook 2016)

=




0.87%

funded by

venture capitalists
(Pitchbook 2016)

(U.S. SBA & Kauffman Foundation)

exits
(Pitchbook 2016)
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“unfundable”

startups
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Prototype, $X,000 in revenues
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Growth

Exit

Venture Capital Funds,
Other Institutional Investors

$1+ million in revenues

Public Companies

$10+ million in revenues
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Why?

10x

or more




SUCCESSFUL

Angel/VC returns

per 10 investments

110 "“Home Run”
210 “Double/Triples”

3710 “Singles”

4,10 Zeros

Average

>10x
S5X
1 x

Ox

(10%*10x)+(20%*5x)+(30%*1x)
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The Actual Godl

X

or more




The True Godl

15% IRR

or more ( Internal Rate of Return )

B2



The Actual True Godl

Beat the
S&P500




Debt

REVENUE

INVESTOR CAPITAL

COMPANY REVENUES

INVESTOR RETURN

TIME




Debt

UNAFFORDABLE TO THE COMPANY

—_’I’H _______ } TOO LITTLE FOR

THE INVESTOR




FUTURE INVESTOR RETURN
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COMPANY REVENUES

INVESTOR CAPITAL

Equity

INNIATY



Equity

B 2¢

YEARS OF TIME



Reve nue- bq sed COMPANY REVENUES

REVENUE

INVESTOR CAPITAL

INVESTOR
RETURN

TIME




Revenue-based
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FIXED TOTAL RETURN




E.g. Revenue-based Loan

- §$100,000 investment

- Payments of §% of future monthly
revenues

- Totaling $200,000
* Providing a 2x refurn




E.g.Revenue Based Equity

- $100,000 buys 10% ownership

- Company repurchases half those
shares for $200,000

- Using 5% of future quarterly revenues
» Providing a 2x+ refurn




COMPANY

}JAccelerator Terms oo

u;:j $20,000 cash 6“
a“>2 + $17,500 costs \)‘6‘
$3 7,500 o\\\\\

$75 ,000 repurchases 2 of the 6% equity



Key Variables

« % of revenues
= single digit percentage
- X cash-on-cash return

= typically 2x-4x for seed stage

= commonly 2x for growth
stage

Other considerations:

Debt or Equity

= tax rates and deductions
Residual equity

= ypside upon exits
Optional or Mandatory

= who chooses
Other preferences



500,000

“Investable™ starfups
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Let’'s put one together
- §$100,000 investment

= Escargot? Honey? Mezcal? Rocks? The end of rust?

. What ROI/IRR is fair?
7. How patient are you?
3. What else is important to you?



The original slow food.
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Zirconia

The end of rust




Let’s assume the following

* You like the team, the product/service, and all your
due diligence comes back positive.

- Revenue projections from the financial plan:

1. $250,000 6. $900,000

2. $350,000 7. $1,000,000
3. $500,000 8. $1,000,000
4. $650,000 9. $1,000,000

5. $800,000 10. $1,000,000



4 A B C [ J K L

1 |Revenue-based analyzer Investment  $100,000
7] Multiple 2.0x $200,000

3
I Year Revenues Growth 3% 5% 7% 9%
- 1 $250,000 ($100,000) ($100,000) ($100,000) ($100,000)
_6 | 2 $350,000  40% $7,500  $12,500  $17,500  $22,500
Al 3| $500,000  43% $10,500  $17,500  $24,500  $31,500
8 | 4 $650,000  30% $15,000  $25,000  $35,000  $45,000
9 | 5 $800,000  23% $19,500  $32,500  $45,500  $58,500
10 | 6 $900,000  13% $24,000  $40,000  $56,000  $42,500
EL) 7 $1,000,000  11% $27,000  $45,000  $21,500 S0
2 8  $1,000,000 0% $30,000  $27,500 $0 $0
t13| 9  $1,000,000 0% $30,000 $0 S0 $0
14 | 10  $1,000,000 0% $30,000 S0 $0 S0
15| $193,500 $200,000 $200,000 $200,000
16 | 12.4% 17.4% 21.2% 24.6%
17 ] 1.94x 2.00x 2.00x 2.00x




Your terms?

Debt or Equity?

% of revenue?

X return?

Any preferences?

= Board seat?

= |nvestor approvals?
= Right of First Refusal?
= Pro-rata?

= Honeymoon?

= Change of conftrol?
= Warrants?

= Upside?



Your terms?

Year 3% 5% 7% 9%

° 1 ($100,000) ($100,000) ($100,000) ($100,000)

- D e bf or E CI U IfY" 2 $7,500  $12,500  $17,500  $22,500
3 $10,500 $17,500 $24,500 $31,500

¢ % of revenue? 4 $15000  $25000  $35000  $45,000

5  $19,500  $32,500  $45,500  $58,500
° X re 1' urn ’) 6 $24,000  $40,000  $56,000  $42,500
7 $27,000  $45000  $21,500 $0
. N 8  $30,000  $27,500 $0 $0
10 $30,000 $0 $0 $0
$193,500 SZOO,WO $200,000 $200,000
12.4% 17.4% 21.2% 24.6%
1.94x 2.00x 2.00x 2.00x

=
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Next Step:

for investors




The Angel Accelerator

“Luni”’ Libes

luni@fledge.co



Timeline

Free workshops

= Today

= Two more in January
Investor

Commitment
= End of January

Select fledglings
= Mid February

Accelerator
= April 13 - May 29



Cost
$10,500

= $10,000 is an investment
= $500 is the program fee
=/ investments with a single check

Fledge is a (tiny) venture capital fund
= $2.8 million raised from 55 investors
57 invested $25,000 or $50,000 or $100,000
1 investor is a foundation
Many investors used their donor advised fund to invest



Cost

Participants must be accredited

Investors. Details available upon request.

Fledge is a (tiny) venture capital fund

: Fledge is a private fund.
. Historic details are available upon request.




More Details

Fledge.co/angels
luni@fledge.co
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