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Renewal2	
  is	
  a	
  $35mn	
  fund	
  that	
  has	
  invested	
  in	
  the	
  following	
  11	
  impact	
  
companies:

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  Renewal	
  Funds	
  IntroducKon

Renewal	
  Funds	
  is	
  a	
  values-­‐based	
  social	
  venture	
  capital	
  fund	
  that	
  invests	
  in	
  early	
  
growth	
  stage	
  companies	
  in	
  North	
  America.	
  	
  Our	
  three	
  primary	
  sectors	
  are:

Renewal3	
  was	
  launched	
  in	
  2013	
  and	
  currently	
  at	
  $34mn

Organic	
  &	
  
Natural	
  Foods Green	
  Products Environmental	
  

InnovaKon
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Renewal	
  Team

Paul	
  Richardson
CEO	
  &	
  Co-­‐Founder

Joel	
  Solomon	
  
Chairman	
  &
Co-­‐Founder

Nicole	
  Bradbury
Vice	
  President

Mike	
  Cormack
Venture	
  Partner

Kate	
  Storey
Senior	
  Associate

Carol	
  Newell
Co-­‐Founder

Renewal	
  Team

In	
  House:	
  Stephanie	
  Tulev,	
  Administra9ve	
  &	
  Legal	
  Manager	
  and	
  Valerie	
  Raynard,	
  Office	
  Manager	
  &	
  Special	
  Projects.

Service	
  Providers:	
  Back	
  Office	
  –	
  Pinnacle	
  Fund	
  AdministraKon,	
  Audit	
  –	
  PriceWaterhouse	
  Coopers,	
  Tax	
  –	
  
PriceWaterhouse	
  Coopers,	
  US	
  &	
  Canadian	
  Legal	
  Counsel

Admin	
  &	
  Legal
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Agenda

• Who’s	
  in	
  the	
  room?

• Your	
  financing	
  op?ons

• Finding	
  &	
  working	
  with	
  investors

• Effec?ve	
  pitches

• Nego?a?ng	
  a	
  termsheet

• Q	
  &	
  A
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Financing	
  OpKons	
  :	
  Overview*

PRODUCT	
  
LIFECYCLE

Angel
$25k - $5mn

Government
$10k - $5mn

VC / PE
$500k - $20mn+

Banks
EBITDA Positive

Friends & Family
<$100k

CA
SH

	
  F
LO

W PASSIVE	
  
INVESTORS

ACTIVE	
  
INVESTORS

Working	
  Model

Beginning	
  
Prototype

Produc9on	
  
Prototype

Sales

Product	
  Intro

Concept

Sweat	
  
Equity	
  &	
  
Personal	
  
Savings Seed	
  

Capital
Pre	
  Venture	
  

Capital

VC	
  &	
  PE

• Access	
  to	
  funding	
  sources	
  changes	
  dependent	
  on	
  the	
  stage	
  of	
  your	
  company

*	
  From	
  ‘Financing	
  Farm	
  to	
  Fork’,	
  March	
  2011,	
  by	
  2X	
  Consumer	
  Products	
  Growth	
  Partners	
  &	
  New	
  Venture	
  Advisors	
  LLC.
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Resources	
  to	
  Explore	
  First:	
  Bootstrapping

Financing	
  growth	
  from	
  cash	
  flow	
  and	
  personal	
  resources	
  without	
  
taking	
  on	
  external	
  investment

Personal	
  
Lines	
  of	
  
Credit

Friends	
  &	
  
Family

Personal	
  
Loans

Crowd
Funding

Personal	
  
Credit	
  
Cards
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Resources	
  to	
  Explore	
  First:	
  Bootstrapping

ü Maintain	
  control	
  over	
  decisions

ü May	
  spend	
  cash	
  more	
  effecHvely	
  

	
   than	
  financed	
  companies

ü AddiHonal	
  financial	
  risk	
  on	
  entrepreneur

ü Slower	
  growth	
  due	
  to	
  limited	
  resources

ü May	
  miss	
  an	
  opportunity	
  if	
  compeHtors	
  are	
  

financed	
  and	
  invest	
  heavily	
  in	
  markeHng	
  and	
  

growth

Benefits Drawbacks
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External	
  Financing:	
  Equity	
  ConsideraKons

	
  If	
  you’ve	
  already	
  asked	
  your	
  friends	
  &	
  family,	
  
you	
  may	
  need	
  to	
  take	
  on	
  external	
  investment

If	
  so,	
  are	
  you	
  prepared	
  to:
–	
  	
  Give	
  an	
  investor	
  an	
  ownership	
  posi?on	
  in	
  your	
  company?
–	
  	
  Provide	
  an	
  investor	
  with	
  one	
  or	
  more	
  board	
  seats?
–	
  	
  Treat	
  an	
  investor	
  as	
  a	
  partner	
  in	
  your	
  business?
–	
  	
  Spend	
  Hme	
  with	
  an	
  investor	
  to	
  discuss	
  all	
  aspects	
  of	
  your	
  business?	
  
–	
  	
  Accept	
  that	
  future	
  decisions	
  may	
  require	
  discussion	
  and	
  nego?a?on	
  with	
  others?
–	
  	
  Have	
  a	
  comprehensive	
  business	
  plan	
  prepared?
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External	
  Financing:	
  Equity	
  Investors

ü Loss	
  of	
  freedom

ü Resource	
  intensive	
  (Hme	
  /	
  $)

ü Dilute	
  your	
  equity	
  

ü May	
  require	
  salary	
  caps

ü Mess	
  up?	
  =	
  consequences

ü Partners	
  can	
  be	
  problemaHc

ü Access	
  to	
  more	
  capital

ü Non-­‐repayable	
  

ü Advice	
  and	
  sounding	
  board	
  

ü Their	
  networks

ü Help	
  to	
  grow	
  and	
  succeed

ü Can	
  be	
  a	
  posiHve	
  partnership

Benefits Drawbacks
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External	
  Financing:	
  Angels

•	
  	
  Invests	
  own	
  money
•	
  	
  Typically	
  consider	
  seed	
  or	
  early	
  stage
•	
  	
  Lower	
  commitments	
  (typically	
  $10k	
  -­‐	
  $300k)
•	
  	
  Less	
  due	
  diligence	
  /	
  quicker	
  Hmeline
•	
  	
  Fewer	
  condiHons	
  of	
  investment
•	
  	
  Fewer	
  restricHve	
  covenants
•	
  	
  O`en	
  don’t	
  require	
  a	
  board	
  seat

•	
  	
  Unfortunately,	
  someHmes	
  a	
  business	
  plan	
  must	
  show	
  overly	
  op?mis?c	
  projec?ons	
  to	
  
abract	
  angel	
  investment	
  to	
  make	
  up	
  for	
  the	
  risk	
  they	
  are	
  assuming

–	
  	
  Unrealis?c	
  projecHons	
  can	
  be	
  a	
  difficult	
  star?ng	
  point	
  for	
  future	
  finance	
  partners

•	
  	
  Equity	
  crowdfunding
–	
  	
  	
  Online	
  plaeorm	
  for	
  angel	
  investors	
  (and	
  potenHally	
  in	
  the	
  future,	
  the	
  public)
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External	
  Financing:	
  Venture	
  Capital

• Invests	
  on	
  behalf	
  of	
  a	
  group	
  of	
  investors
• May	
  consider	
  seed,	
  typically	
  consider	
  early	
  stage
• Mid-­‐range	
  commitments	
  (typically	
  $500k	
  -­‐	
  $10m)
• More	
  due	
  diligence	
  /	
  building	
  partnership	
  takes	
  Hme
• More	
  condiHons	
  of	
  investment
• More	
  restric?ve	
  covenants	
  &	
  complex	
  term	
  sheets
• O`en	
  requires	
  a	
  board	
  seat
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External	
  Financing:	
  Private	
  Equity

• Invests	
  on	
  behalf	
  of	
  a	
  group	
  of	
  investors
• Typically	
  consider	
  mid-­‐	
  to	
  late-­‐stage
• Large	
  commitments	
  (typically	
  $5mn+)
• Significant	
  due	
  diligence	
  
• Ac?ve	
  management	
  &	
  oversight
• PotenHally	
  make	
  significant	
  strategic	
  changes	
  to	
  business	
  
• O`en	
  require	
  a	
  control	
  posi?on
• SomeHmes	
  considers	
  mergers,	
  acquisi?ons,	
  or	
  dives?tures
• More	
  condiHons	
  of	
  investment
• More	
  restricHve	
  covenants	
  &	
  complex	
  term	
  sheets
• Will	
  requires	
  one	
  or	
  more	
  board	
  seats
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External	
  Financing	
  :	
  Debt	
  –	
  Early	
  Stage

• It	
  may	
  be	
  difficult	
  to	
  obtain	
  a	
  loan	
  from	
  a	
  bank	
  /	
  financial	
  
insHtuHon
– Due	
  to	
  lack	
  of	
  track	
  record	
  of	
  cash	
  flow	
  or	
  liquid	
  

assets

• Debt	
  can	
  be	
  arranged	
  from	
  individuals	
  or	
  angels

• There	
  are	
  also	
  loan	
  funds	
  /	
  mezzanine	
  debt	
  
– Interest	
  rates	
  range	
  from	
  8	
  –	
  20%	
  
– Typically	
  request	
  warrant	
  coverage
– Ensure	
  they	
  will	
  subordinate	
  if	
  you	
  get	
  bank	
  

financing	
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External	
  Financing	
  :	
  Debt	
  –	
  Bank	
  Financing

• Banks	
  offer	
  more	
  normalized	
  interest	
  rates

• Banks	
  require	
  predictable	
  and	
  adequate	
  cash	
  flows	
  to	
  
cover	
  the	
  debt	
  payments
– O`en,	
  the	
  company	
  needs	
  to	
  be	
  EBITDA	
  posi?ve
– May	
  request	
  collateral	
  to	
  pledge

• Bank	
  financing	
  can	
  be	
  secured	
  by:
– Fixed	
  asset(s)
– Inventory	
  (security	
  requirement	
  dependent	
  on	
  

perishability)
– A/R	
  (security	
  requirement	
  dependent	
  on	
  how	
  aged	
  the	
  

A/R	
  is)
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External	
  Financing:	
  Grants

ü No	
  cost	
  of	
  capital

ü No	
  diluHon	
  to	
  shareholders

ü Complex	
  process

ü Time	
  &	
  cost	
  to	
  apply

ü Adherence	
  to	
  grant	
  rules

ü DocumentaHon

ü Limits	
  flexibility

Benefits Drawbacks
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Agenda

• Who’s	
  in	
  the	
  room?

• Your	
  financing	
  op?ons

• Finding	
  &	
  working	
  with	
  investors

• Effec?ve	
  pitches

• Nego?a?ng	
  a	
  termsheet

• Q	
  &	
  A
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Finding	
  Investors:	
  IdenKfying	
  Relevant	
  Partners

Has	
  funds	
  
to	
  invest

Match	
  of	
  
size	
  /	
  stage	
  /	
  
geography	
  /

values

Relevant
por_olio	
  /	
  
ExperKse	
  &	
  
connecKons

No	
  directly
compeKKve
investments

Excellent
track	
  record

Shortlist

• Create	
  a	
  shortlist
• Focused	
  approach	
  beber	
  than	
  

scabered
• Connect	
  in	
  through	
  your	
  

network	
  (lawyers,	
  accountants,	
  
advisors)

Right	
  partner	
  at	
  a	
  fair	
  
price

vs.

Any	
  partner	
  at	
  best	
  price
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Finding	
  Investors:	
  Cash	
  Flow

• Focus	
  on	
  investors	
  who	
  typically	
  invest	
  at	
  the	
  level	
  of	
  funding	
  
you	
  are	
  seeking	
  (i.e.,	
  $500k,	
  $1mn,	
  etc.)

• The	
  size	
  and	
  ?ming	
  of	
  capital	
  requirements	
  for	
  a	
  quickly	
  growing	
  
business	
  can	
  be	
  determined	
  by	
  using	
  cash	
  flow	
  forecas?ng

• Cash	
  flow	
  (not	
  net	
  income)	
  is	
  the	
  most	
  important	
  number	
  to	
  
monitor	
  in	
  an	
  early-­‐stage	
  company
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Finding	
  Investors:	
  Cash	
  Flow	
  Lags

Cash	
  flow	
  

Inventory	
  purchases Pay	
  for	
  new	
  
machinery

Fund	
  cash	
  flow	
  
deficit	
  between	
  AR	
  

and	
  AP

• While	
  an	
  income	
  statement	
  shows	
  revenue,	
  costs	
  &	
  expenses…
– Cash	
  flow	
  oaen	
  lags	
  when	
  there	
  is	
  rapid	
  growth
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Finding	
  Investors:	
  Ge`ng	
  on	
  the	
  Radar

• Use	
  your	
  network	
  to	
  connect	
  in

• Try	
  to	
  build	
  context
– Analyze	
  porbolio	
  companies	
  –	
  are	
  there	
  any	
  links	
  

there?
– Leverage	
  contacts,	
  networks	
  and	
  advisors
– Acend	
  events,	
  tradeshows	
  and	
  conferences
– Relevant	
  PR	
  around	
  product	
  also	
  helps

• VCs	
  spend	
  their	
  Hme	
  looking	
  for	
  businesses	
  with	
  
momentum	
  (sales,	
  media	
  coverage,	
  etc)



22

Building	
  RelaKonships:	
  SuggesKons

• Do	
  your	
  research	
  on	
  the	
  investor	
  
• Values,	
  goals,	
  return	
  targets,	
  sectors

• Be	
  upfront	
  and	
  transparent	
  on	
  everything
• Surprises	
  are	
  bad

• Make	
  due	
  diligence	
  easy
• Have	
  an	
  investor	
  package	
  prepared

• Keep	
  investors	
  informed	
  as	
  you	
  work	
  through	
  due	
  diligence
• Updates,	
  progress,	
  setbacks

• Set	
  realis?c	
  and	
  achievable	
  goals
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Agenda

• Who’s	
  in	
  the	
  room?

• Your	
  financing	
  op?ons

• Finding	
  &	
  working	
  with	
  investors

• Effec?ve	
  pitches

• Nego?a?ng	
  a	
  termsheet

• Q	
  &	
  A
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EffecKve	
  Pitches:	
  What	
  Do	
  Investors	
  Look	
  For?

Why	
  should	
  an	
  investor	
  give	
  you	
  money?

• Market	
  opportunity
• Unique	
  product	
  /	
  service
• Business	
  model
• Strong	
  management	
  team

TEAM

PRODUCT

TRACTION
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EffecKve	
  Pitches:	
  Ways	
  to	
  Tell	
  Your	
  Story

BE	
  PASSIONATE,
BUT	
  RATIONAL

ELEVATOR	
  PITCH
• 30	
  sec
• Easy	
  to	
  understand
• 2	
  key	
  elements:	
  

• 1)	
  Pain	
  point	
  /	
  problem
• 2)	
  Value	
  proposiHon	
  /	
  soluHon

• Conveys	
  opportunity	
  for	
  investor	
  (financial	
  /	
  social	
  return)

EXECUTIVE	
  SUMMARY
• 1	
  –	
  2	
  pages	
  (but	
  one	
  is	
  beber)

FULL	
  BUSINESS	
  PLAN	
  WITH	
  FINANCIALS	
  (HISTORICAL	
  &	
  PROJECTED)
• 15	
  pages	
  +
• Business	
  strategy,	
  market,	
  compeHHon,	
  capital	
  plan,	
  etc.

PITCH	
  DECK
• 10	
  –	
  15	
  slides	
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EffecKve	
  Pitches:	
  The	
  Pitch	
  Deck*

*	
  From	
  ’10	
  Slides	
  For	
  a	
  Perfect	
  Startup	
  Pitch	
  Deck’,	
  by	
  The	
  Noun	
  Project	
  &	
  Barcinno

#10

#1

#2

#3

#4

#5

#6

#7

#8

#9

Elevator	
  Pitch

The	
  Problem

Your	
  Solu?on

The	
  Market	
  
Opportunity

Your	
  Business	
  
Model

The	
  Team

The	
  
Compe??on

Marke?ng	
  
Strategy

The	
  Ask

Trac?on	
  &	
  
Projec?ons
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EffecKve	
  Pitches:	
  Why	
  Do	
  Investors	
  Say	
  No?

Mismatc
hed	
  

Don’t	
  
believe	
  

Low	
  
margins	
  

Too	
  
messy

ValuaKo
n

Investor	
  
capacity	
  

Confide
nce	
  in	
  

Exit	
  is	
  
not	
  clear
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Agenda

• Who’s	
  in	
  the	
  room?

• Your	
  financing	
  op?ons

• Finding	
  &	
  working	
  with	
  investors

• Effec?ve	
  pitches

• Nego?a?ng	
  a	
  termsheet

• Q	
  &	
  A
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Termsheets:	
  Overview

	
  
• Pre	
  

Termsheet
• Termsheet • Business	
  Due	
  

Diligence
• Legal	
  Due	
  

Diligence	
  and	
  
Closing
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Termsheets:	
  Sharing	
  Relevant	
  InformaKon

Pre	
  Termsheet

– IdenHfy	
  market	
  opportunity
– Discussion	
  around	
  growth	
  strategy
– Proof	
  of	
  trac?on
– Review	
  financial	
  projec?ons
– IdenHfying	
  use	
  of	
  proceeds	
  post	
  closing
– Cap	
  table
– Valua?on	
  discussion
– Formal	
  presenta?on	
  to	
  VC	
  partnership
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Termsheets:	
  NegoKaKng	
  a	
  Termsheet	
  (1)

– Common	
  shares
– Preferred	
  shares	
  

• LiquidaHon	
  preference
• Preferred	
  returns

– Conver?ble	
  debt	
  
• ConverHble	
  into	
  equity	
  shares	
  

typically	
  at	
  a	
  discount	
  to	
  purchase	
  
price

– Warrants

Investment	
  Structure
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– Drag	
  along	
  /	
  tag	
  along
– AnH-­‐diluHon	
  
– ParHcipaHon
– Board	
  of	
  directors
– ROFR
– RestricHve	
  covenants
– RegistraHon	
  rights
– InformaHon	
  rights
– Exclusivity

Rights,	
  Covenants	
  &	
  Provisions

Termsheets:	
  NegoKaKng	
  a	
  Termsheet	
  (2)
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Termsheets:	
  ValuaKon

ValuaHon	
  determines	
  how	
  much	
  equity	
  /	
  percentage	
  ownership	
  the	
  investor	
  gets	
  for	
  
the	
  capital	
  invested

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  PRE-­‐MONEY	
  	
  	
  	
  	
  	
  	
  	
  +	
  	
  	
  	
  INVESTMENT	
  	
  	
  =	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  POST-­‐MONEY

+ =

100% Entrepreneur 66% Entrepreneur 33% Investor

$2M
20,000	
  shares

$3M
30,000	
  shares

$1M	
  @	
  $100/shr
10,000	
  shares

Pre-­‐Money
•Value	
  of	
  a	
  company	
  before	
  raising	
  funding

Post-­‐Money
•Value	
  of	
  a	
  company	
  including	
  the	
  funding	
  raised
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Termsheets:	
  ValuaKon	
  Example

• Example:	
  Revenue	
  and	
  EBITDA	
  MulHples	
  of	
  Comparable	
  Companies

The	
  average	
  food	
  mul9ple	
  of	
  the	
  branded	
  company	
  transac9ons	
  is	
  2.2x	
  EV/Sales.
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Termsheets:	
  Due	
  Diligence	
  &	
  Closing

Post	
  Termsheet

• Business	
  Due	
  Diligence
– Calls	
  with	
  current	
  /	
  prospecHve	
  customers	
  or	
  partners
– Personal	
  reference	
  calls
– Past	
  employer/customer	
  calls
– CompeHHve	
  and	
  market	
  analysis
– Financial	
  scrub
– IdenHfying	
  key	
  management	
  hires	
  and	
  areas	
  for	
  

improvement
• Legal	
  Due	
  Diligence	
  &	
  Closing

– Legal	
  /	
  accounHng	
  audit	
  (if	
  relevant)
– Dra`ing	
  legal	
  documentaHon	
  (share	
  holders	
  

agreement,	
  etc.)
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Conclusion

In	
  the	
  end,	
  it	
  can	
  be	
  totally	
  worthwhile.
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QuesKons?


