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WHO IS RANDY READE?

Co-founded The Washington DC ArchAngels in 2011

Coached or mentored hundreds of companies

Reviewed thousands of companies, presented over 900.

Trained a couple dozen people to be venture capitalists.

Over 9 millions views on Quora.com, and taught a class on entrepreneurship
Knows hundreds of angel investors

No criminal convictions




BASICS OF FUNDING



FUNDING ROUNDS

¢ Self funding
* Friends and Family
e Angel

e Venture Capital




SELF FUNDING

> Your own money funding the enterprise.
> Skin in the game.

> Answer to no one except yourself.




FRIENDS AND FAMILY

> People you know who can put money into your company, i.e., rich uncle
> Usually puts in small amounts, $10,000 to $50,000
> Seed stage

> Does not necessarily have to be SEC accredited.




SEC ACCREDITATION

Investors should be SEC Accredited.

NET worth of at least $1 million (excluding your primary residence) OR annual income over
$200,000 for a single person, or $300,000 for a marriage couple.
https://www.sec.gov/education/capitalraising/building-blocks/accredited-investor

Self accreditation

Downround investors like to see the cap table filled only with accredited investors.

ATTORNEY 'S (
STERN DIS



https://www.sec.gov/education/capitalraising/building-blocks/accredited-investor

ANGEL INVESTORS

Individuals who invest their OWN personal funds

Usually are SEC accredited, aka “rich people.”

SEED STAGE or SERIES A

Funding any where from $50,000 to $S1 million, generally speaking

Will require a TERM SHEET, which will include a VALUATION of your company




VENTURE CAPITALISTS

VCs invest someone else’s money.

Funding is in the millions
Series A, sometimes, Series B and C almost always.

The general partners form a VC fund, in which LIMITED PARTNERs (LPs) contribute
their own personal funds.

VCs invest in a portfolio of companies




HOW DOES ANYONE GET
AN ROI?

> All investors only make money when the company achieves an EXIT:
ACQUISITION or IPO.

> Exit strategy is important. NO ONE invests in a lifestyle company.

> Lifestyle company: A company that never goes IPO or gets sold, but can
nonetheless generate profits for CEO/Founder. ° :




ANGEL FUNDING



THERE IS ONLY ONE REASON ANGELS
INVEST IN A COMPANY



TO MAKE MONEY!

> The only way you will attract an angel investor is to show they HOW the
company will make money, HOW MUCH money, and WHEN. And that in
turn will tell them how much money the investor will make.

Most company pitches fail to show this.



WHAT INVESTORS ARE LOOKING FORIN A
COMPANY

> A company will make a lot of money.
> That means revenue
> That means the management team knows how to generate sales

> That means it has a management team that can EXECUTE on their plan




NO REVENUE?

> Then you just have a project or a hobby, not a business

2 Investors do not invest in hobbies




PLAN FOR REVENUE/SALES

> How to you plan to generate sales?

> B2C? It's like pushing a garden hose

> B2B? You have to KNOW your industry and the competition




A QUESTION TO THINK ABOUT...

Yesterday, how many opportunities did you have to buy something,
anything?

How many companies tried to get you to spend money on their product or
service?



THINK LIKE AN
ANGEL INVESTOR




WHAT EVERYONE THINKS AN ANGEL INVESTOR LOOKS
LIKE

> .




AVERAGE ANGEL INVESTOR

> NET worth of $3 M to $4 M. (So they are SEC accredited)
> Invests $50,000 to $200,000 — Total (not per company)
> Invests in 3 to 4 companies at any one time. (NOT per year!)

> (Source: American Capital Association, circa 2020)




EARLY STAGE COMPANIES
TEND TO FAIL

> About 80% to 90% of all tech companies fail.
> That means their expenses exceeded revenue.

> So -- Angel investing is an inherently risky business



ANGEL INVESTORS WANT TO SEE LOW
RISK/HIGH REWARD

> Entrepreneurs must show that they have DERISKED their business as much as
possible.

> If you currently have no revenue:
> Then you need a very solid plan on how you will generate revenue, AND

> You need an experienced management team that can demonstrate a history of
revenue, OR that the team is well connected.



ANGELS SEE HUNDREDS OF DEAL EACH
YEAR

> But will only invest in one or maybe two at any one time.
> So how will they choose one company out of the hundreds they see?

> Your company must stand out from all the other hundreds.




WHAT DO INVESTORS
WANT TO SEE?

Experienced management team:

Knows the market

Has the necessary contacts

Strategic or channel partners lined up
Signed contracts

Experience in founding or managing a startup




WHAT ELSE ANGELS
WANT TO SEE

> Completed product or service ready for the market
> Credible financials

> How you plan to reach your target market. Don’t just say you will hire
someone.

> Companies that can scale, ie., ‘go global’

> Show an exit of 5X to 10X within 3 years



YOUR COMPANY PITCH

> Investors invest in the COMPANY, and they want to see what’s the payoff
for them

> By showing how the company makes money and how much, you show
investors how THEY will make money!




THANK YOU!

> Contact Randy Reade at Rreade503@gmail.com for assistance.

> Many thanks to Rita Skinner and Kaaren-Lyn Graves

> Now let’s hear your questions!
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