
Funding Your Business 

When Banks Say, ñNo!ò 
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Banks Donôt Like Losing Money 

Any bank loan is based on 

an assessment on the 

likelihood of repayment by 

the borrower 

All loans are secured with 

some type of collateral: 

house, land, car, cash, 

equipment, etc.  

Borrower must put a certain 

portion (20%+) down for just 

about any loan 

Borrower must have an 

excellent credit history 

Death, Taxes and Bank 

not Financing Start-ups! 



The Idea 
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The Idea 

Å Create 

Å Look 

Å Listen 

Å Connect the dots 

Å Imitate 

Å Improve 

This is the easy part 

that just about anyone 

can do! 
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Is it Worth Moving Forward? 

Å What 

Å Who 

Å Why 

Å How 

Å Where 

Å Competition 

Å Hobby or business 

Å Are you in 

The hard part most 

wonôt do! 
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Stop!  Willing to Take the Leap? 

Å Honest assessment 

Å Drivers 

Å Money 

Å Freedom 

Å Passion 

Å Authority problem 

Å Prepared 

Å Skill set 

Å Determination 

Å Money 

Å Change is the constant 
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Monetizing the Idea 

The Million Dollar Questions  

1. If there is one potential customer, how many more could there be?   
2. How much money can I charge each customer?   

3. Can I serve these customers profitably?   
4. How many customers can I serve/secure?   

5. Do I have a competitive advantage/differentiator?   

Key for  

funding source 
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Do You Need a Business Plan? 

Å Funding Needs 

Å Funding Sources 

ÅComplex or unproven 

idea 

ÅOrganization and 

structure desired 

Most likely always yes, 

but depends oné  
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Easy as Pie 

The Hard  

Part  

Å Funding 

Å Execution 

Å Success 



The Basics 
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The Basics 

If it were your money being invested, what would you  

like to see in a mirror? 

Great team/founder 

decisive, passion, leader, proactive, adaptability, reliable, 

consistent, responsive, good listener and communicator 

The idea/business:  simple to understand 

Growth market 

First mover/competitive advantage/IP 

Early traction/proof of concept 

Metrics  

Business plan and executive summary 
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The Tools of the Trade 

1. Business Plan 

2. Executive Overview 

3. Pitch Deck 
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Business Plan 

What 

Why 

Who 

How 

Where 

Financial projections 

Investment needed and use 

of proceeds 

Return on investment 

Length is as long as needed to 

answer key questions 

Save time, money and 

frustration:  start with 

financials first 
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Executive Summary 

Introduction to business  

The market opportunity 

The problem that exists, which 

you will solve 

The solution 

Revenue model 

Customer acquisition 

Management team 

Financials 

Five year P&L projections 

Valuation  

Business expansion and exit 

After completed business plan, 

no more than 5-7 pages 
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Pitch Deck 

Less is more 

Introduction to business  

The market opportunity 

The problem that exists, which 

you will solve 

The solution and benefits 

Sales Channels 

Competition 

Management team 

Financials 

Five year P&L projections 

Valuation  

Business expansion and exit 

Summary 

Completed last, simple to understand, 12-15 slides 
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Using the Tools 

Personal organization 

Understanding if you 

have a business and 

how you are going to 

proceed 

Proof that youôve done 

your homework  

Will likely be required 

once you proceed into 

funding conversations 

and applications 

DO NOT blindly share  

Recap of the business 

plan, highlight the main 

points of interest for a 

potential investor 

Use it as your ñcalling 

cardò to shop your idea 

to potential investors 

Will need this for any 

funding applications  

Does not contain an 

investor offer 

Graphical representation 

of the key points in the 

business plan and the 

executive summary 

Least used of all three 

tools 

Usually reserved for 

when invited to present 

in person before a 

potential investors 
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What To Do? 

The cost of raising capital is very 

significant, both in terms of time and 

moneyðitôs realistic to take a year+ 

working at securing funding, without 

any guarantee of success 



Funding Types 
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Types of Funding 

Self ï using your own assets or cash to fund the 

venture, at least at the start 

Debt ï money to be repaid according to the 

agreed upon terms and term 

Equity ï giving up a portion of the company/idea 

in return for capital, with no guarantee that the 

company/idea will succeed  

Combination of the above 

For a typical start-up, debt financing is 

limited to credit cards or loans collateralized 

by some other, usually personal, asset 
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At What Stage Are You? 

Seed 
The initial funds required to build a prototype and/or 

prove the business concept.  Itôs the riskiest investment 

for yourself and a possible investor.  Itôs also the hardest 

type of funding to attract.  

Start-up 

Expansion 

With the product built/business concept proven, this is 

funding to initiate business operations and secure the 

initial customer base.  The focus is on market entry and 

securing as many customers as possible.    

With a significant customer base and the business 

operational, this funding  is for expansion.  The focus is 

on professionally managing and scaling the business so 

as to grow revenues as quickly as possible.    
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Depending on the business/product and ñcash burnò, the Start-

up and Expansion stages could involve multiple funding 

roundsði.e., early stage, second-stage, etc. 
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Money Needed and Why 

Income from Operations (333,597)$        (987,264)$        78,149$           4,440,325$      9,741,242$      12,938,850$    

Organizationa/Captial Expenses (171,710)$        -$                     -$                     -$                     -$                     -$                     

Available Cash from Prior Year Operations -$                     494,693$         507,429$         585,578$         5,025,903$      14,767,145$    

Invested Capital (fully subscribed Maximum Offering) 1,000,000$      1,000,000$      -$                     -$                     -$                     -$                     

Available Cash After Operations 494,693$         507,429$         585,578$         5,025,903$      14,767,145$    27,705,995$    

ñThe Company plans to use the funding in order to hire additional staff, develop 

its technology and social elements and to exponentially grow revenues by 

expanding business operations across the United States.  The Company is 

looking to secure $2 million in equity financing from accredited investors and 

other private equity sources.ò 

Infrastructure $101,100

Server and Other Computing Equipment $5,000

Server software $5,000

Application Design and Datatbase Integration $70,000

Telephone System $1,000

Network ing Equipment $3,000

Office Furniture $5,000

Staff Computing Equipment $2,100

Leasehold Improvements $10,000

Deposits $10,000

Lease $10,000

Professional $35,000

Legal Fees $25,000

Accounting Fees $5,000

Other $5,000

Promotional  $10,000

Web Site Enhancements $5,000

Promotional Video $5,000

Miscellaneous (10% of total capital costs) $15,610
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Valuation and Investor Return 

Equity Offered 

(20%) 

Funding Needed 

($2,000,000) 

= 
Valuation 

($10,000,000) 

Expected return of 3-5 times money invested 

over a 3-5 year period 

Average annul returns of greater than 20% 

In return for the risk taken, a ñsophisticatedò 

investor expectsé 

Does your business and offer realistically 

support both of these? 
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Complete Sync 

Income from Operations (333,597)$        (987,264)$        78,149$           4,440,325$      9,741,242$      12,938,850$    

Organizationa/Captial Expenses (171,710)$        -$                     -$                     -$                     -$                     -$                     

Available Cash from Prior Year Operations -$                     494,693$         507,429$         585,578$         5,025,903$      14,767,145$    

Invested Capital (fully subscribed Maximum Offering) 1,000,000$      1,000,000$      -$                     -$                     -$                     -$                     

Available Cash After Operations 494,693$         507,429$         585,578$         5,025,903$      14,767,145$    27,705,995$    

First 8 Months Year 1 Year 2 Year 3 Year 4 Year 5
Revenue $626,308 $5,128,929 $15,739,781 $24,706,873 $26,953,179

EBITDA ($333,597) ($987,264) $78,149 $4,440,325 $9,741,242 $12,938,850

Valuation   $390,747 $22,201,623 $48,706,212 $64,694,249

  Startup Year 1 Year 2 Year 3 Year 4 Year 5

Gross Revenue From Operations $0 $626,308 $5,128,929 $15,739,781 $24,706,873 $26,953,179

Operating Net Income (Profits/EBITDA) -$333,597 -$987,264 $78,149 $4,440,325 $9,741,242 $12,938,850

Compounded Profits -$333,597 -$1,320,861 -$1,242,712 $3,197,613 $12,938,855 $25,877,705

Investment Portion - Profits -$66,719 -$264,172 -$248,542 $639,523 $2,587,771 $5,175,541

Yearly Compounded Return - Profits -3.34% -13.21% -12.43% 31.98% 129.39% 258.78%

Company Valuation (Value)   $390,747 $22,201,623 $48,706,212 $64,694,249

Investment Portion - Value   $78,149 $4,440,325 $9,741,242 $12,938,850

Yearly Return - Value   3.91% 222.02% 487.06% 646.94%

 

Total Money Return - Profits & Value of Company   -$170,393 $5,079,847 $12,329,013 $18,114,391

Times Money Earned on Initial Investment   -0.09 2.54 6.16 9.06

Offer:  $2M for 20%  

Equity 



Funding Sources 
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Funding Sources 

Self 

Crowd funding 

Friends and family 

Accredited investor  

Individual angel and/or fund 

Venture capital 

In the long run, equity financing is the 

most expensive, but beats not starting 

your venture 
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Effort/Reward Continuum 

High 

High Low 
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Amount of Effort Required and Cost 

Self 

Crowd 

F&F 

Investors 

Angels 

VCs 
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Stage and Funding Sources 


