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About Andy Whitman

ANDY WHITMAN

Founder/Managing Partner & Investment Committee Member

* Investing in emerging CPG brands for 20 years

 Combined 25+ years as consumer products business leader
and industry partner/investor to emerging branded consumer
products companies

« Broad general management experience plus functional
background in marketing, sales, operations planning and
corporate development

» Successful career with General Foods and Kraft Foods on
large high profile brands plus focus on nurturing smaller
businesses to achieve rapid growth

 MBA — Northwestern’s Kellogg School
BBA — University of Wisconsin






Paul Richardson

Managing Partner and Co-Founder

Focused on impact venture investing for almost 20
years including serving as CEO/Managing Partner of
Renewal Funds for the past 13

Not-for-profit involvement includes co-negotiation of
the conservation finance deal for the Great Bear
Rainforest — the world’s largest protected coastal
temperate rainforest; Past President of Ecojustice
Canada; Past Vice Chair of the Coastal Opportunities
Fund

Current Board Director involvement includes Lotek,
Mama Earth Organics, Prana Biovegan and Uncle
Matt’s Organic



Investing for Change

A pioneer impact fund with over 50 years of collective experience
in mission investing

We find and support inspired entrepreneurs catalyzing positive
social and environmental change by building profitable and
sustainable businesses

Founding Canadian B Corp
Five-time “Best for the World” Company
* 50% women Partners
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1. Basics of Pitching (Led by Andy)

2. Considerations for a Funding Partner &
Structure vs. Valuation (Paul)

3. 10 Reason Investors Pass (Andy)
4. Discussion (Gary & Friends)
5. Q&A




» Be upfront about your fundraising goals and your wishes in a partnership

« Tell your story
» Description of your secret sauce / differentiation
« Explanation of the “story behind the numbers”
« Why you and your team can uniquely succeed
» Callout risks and describe mitigating factors

« Use a concise PowerPoint to support your pitch Executive Summary
« Simple slides (not a sea of words) Example available at
- Don't read the slides to your audience LA

* Note Guy Kawasaki’s principles (next page)
* Visual media (e.g., photos, charts) is helpful

« Have industry standard materials ready for next steps
» One-page executive summary (easy to share)
« Excel model with projections built “bottoms up”
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* Your goal in initial dialogue is to get the 1-hour deep dive meeting next,
not to tell them everything

« Guy Kawasaki’s rule of 10/20/30: 10 Slides, 20 Minutes and 30+ Point font

» Consider Guy’s 10 slide outline customized for your business
1. Problem

Your solution

Business model

Underlying magic/technology

Marketing and sales

Competition

Team

Projections and milestones

© © NO KN WD

Status and timeline
10. Summary and call to action




COVID-19 has been hard, but hopefully you'll emerge as a better and more
focused business

Make sure your business model and growth plan reflect that the world has
changed — getting distribution with retailers, acquiring consumers, efc.

Emphasize the actions you've already taken in response to the pandemic and
their results so far — investors want to know how well you’ve adapted

Include key metrics for your business overall and for its different channels
* OQverall: Net Revenue, Gross Margin, Contribution Margin, etc.
« Brick & Mortar: ARP, ACV, AIC, $/TDP, etc.
« E-Commerce: CAC, AOV, LTV, repeat rates, etc.

» Digital engagement: Email (# emails on file, open rate, clickthrough rate),
Social Media (# followers, engagement rate’), etc.

Demonstrate your ability to succeed if the pandemic persists or subsides

Manage cash prudently

1 Engagement Rate per Post = (# Likes + # Comments) / (# Followers)



Considerations for a Funding Partner

Investor Fit

* Values alignment & value add

* What kind of advisor are they going to be?
(Board mtg/Dive in/Hands off)

* Value add — do they bring skills you need?

» Stage/Time horizon alighment

* Capacity —amount/able to follow on?
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Considerations for a Funding Partner

Deal Terms

* Amount

* Milestones to next raise
* Needed runway

e Valuation

e Realistic
* Gross margins/sector growth are important
* Comps from companies similar to yours

e Structure

* Preferred vs. participating + dividend

e Other Considerations (control, ROFR, drag)
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Structure vs. Valuation

Sometimes a lower valuation with straight
preferred structure is BETTER than a higher

valuation with a participating preferred + dividend
Valuation ~ $10,000,000 Valuation $12,500,000
Investment from VC  $2,500,000 Investment from VC $2,500,000
VC Ownership 20.0% VC Ownership 16.7%

Sale in 5 Years
$10,000,000 $30,000,000 $50,000,000

Non-Participating Preferred + 1x liqg pref

Participating Preferred with 8% dividend

Salein 5 Years

$10,000,000 $30,000,000 $50,000,000
Preferred Return 1x Participating + 8% dividend

VCReturn $2,500,000 $6,000,000 $10,000,000 VCReturn $4,585,500 $7,925,500 S 65,500
Founder Return $7,500,000 )$24,000,000 $40,000,000 Founder Return $5,414,5001522,074,500_ $38,734,500
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10 Reasons Investors Pass ...
And, Ways To Enhance The Odds
Of Raising Capital

Andy Whitman

awhitman@2xPartners.com




10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

So, Why Did They Say No?

? <




10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

1. Dazed and Confused
Too Hard To Follow

AN NI NI NN

Tell Story Concisely

Be Compelling with Passion & Facts
1-3 Page Exec Summary

10-20 Slides

Bottoms Up Excel Model

10 Reasons Investors Pass ...
And, Ways To Enhance The Odds of Raising Capital

By Andrew 5. Whitrnan, Managing Partner — 2x Consumer Products Growth Partners
az presantkd at Finangng Your NaturalSpaciatty Products Company Workshop
(arerat mpcinstibule . com' Financing s 20ssminar.him) and Beviet Live (wam. Bev Metl fvs.com)

Ertrepraneurs oftan azk why investors, and more specifically instituional investors like 2¢ Consumer
Froducts Growth Partners, might choose not to inwest in a given Compary . Whils the anaser is often ®it
clepancls’, the following are 10 common reasons investors pass and ways to enhancs the odds of sscuring
the imvestment you sesk:

1. Dazad and Confusad A business plan consisting of 60 pages of repstiive and hard-e-iolos
narrative, a weak executie summary and confusing spreadshests am
unfortunabely all oo commaon. Try to tell your story in & conciee and compslling
way. A few pages of text {exec summary with summary financials indudad),
10-20 sides and an eagy to follow bottoms-up excel model is often much mor
compelling than a 60 page Private Placement Memorandum. It takes a ot mors
wiork to be conciss but it's worth it

2. \Wrong Way Seaking growth capital from the wrong sources wil prove to be a frustrating
endeavor. Whik many irvestors will visit with a Company that sounds
interasting, don't confuss a courtesy visit with a likaly investor, In genaral, an
institutional Privake Equily investor with a 200 million to a 1 billion Fund, for
axarmple, will not irve st $5 milion or even $10 milion in a Compary, regardless
of excitement for the business, Thess Funds generally imvest much langsr
amaounts per Company. |t's dangerous to believe that your Compary will be the
one excaption to their imvestment profile, Do your homewark, Make surs you'rs
spanding ime with mvestors who say their ‘swest spot’ investment (amount of
capital deployed per Compary) and industry focus are exactly what you'rs
locking for. Also, if you're seeking capital below $1 million or maybe §2 milion,
you're almeet cerainly locking for friendsfamily, individual angsls or pozsibly
angel groups fses list of angel groups ineresked in consumer products
archived atwes.2xPainers com).

3. All Sizzle, No Steak A pure marketing pitch dossn'twork. Remamber, you're pitching an iree stment
in yeur Compary nnt salline war nedict t & ratailsr ar cansomar. Maka aors
1o buy the SPINS d .

NislzaniR| data). |

g Available at

applies to financal .
balanze sheet & ca

e et 2XPartners.com site
For imvestos like o . - -

welocity (alzo known as same store salss of sales per point of distibution)
growth. See more belos.

205 W. RANDOLPH STREET | SUITE 1820 | CHCAG0, IL 6I606
MaM MUMBER: 31223571800 | wwa. 23 PARTHERS.COM




10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

2. Wrong Way
» Seeking Capital From Wrong Sources

v" Recognize That Courtesy Visit Does
Not Mean Likelihood To Invest

v" Match Your Prospecting With
Their Investment Criteria

v' Talk To Angels And Angel Groups
Where Appropriate
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10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

4. Leaky Bucket
* E.g., Distribution is Growing but
Velocity (Sales/Door) is Declining
v" Buy The Data (e.g. SPINS or IRI/
Nielsen if CPG business) —
Not As Expensive As You Think!

10 Reasons Investors Pass ...
And, Ways To Enhance The Odds of Raising Capital

By Andrew 5. Whitrnan, Managing Partner — 2x Consumer Products Growth Partners
az presantkd at Finangng Your NaturalSpaciatty Products Company Workshop
(arerat mpcinstibule . com' Financing s 20ssminar.him) and Beviet Live (wam. Bev Metl fvs.com)

Ertrepraneurs oftan azk why investors, and more specifically instituional investors like 2¢ Consumer
Froducts Growth Partners, might choose not to inwest in a given Compary . Whils the anaser is often ®it
clepancls’, the following are 10 common reasons investors pass and ways to enhancs the odds of sscuring
the imvestment you sesk:

1. Dazad and Confusad A business plan consisting of 60 pages of repstiive and hard-e-iolos
narrative, a weak executie summary and confusing spreadshests am
unfortunabely all oo commaon. Try to tell your story in & conciee and compslling
way. A few pages of text {exec summary with summary financials indudad),
10-20 sides and an eagy to follow bottoms-up excel model is often much mor
compelling than a 60 page Private Placement Memorandum. It takes a ot mors
wiork to be conciss but it's worth it

2. \Wrong Way Seaking growth capital from the wrong sources wil prove to be a frustrating
endeavor. Whik many irvestors will visit with a Company that sounds
interasting, don't confuss a courtesy visit with a likaly investor, In genaral, an
institutional Privake Equily investor with a 200 million to a 1 billion Fund, for
axarmple, will not irve st $5 milion or even $10 milion in a Compary, regardless
of excitement for the business, Thess Funds generally imvest much langsr
amaounts per Company. |t's dangerous to believe that your Compary will be the
one excaption to their imvestment profile, Do your homewark, Make surs you'rs
spanding ime with mvestors who say their ‘swest spot’ investment (amount of
capital deployed per Compary) and industry focus are exactly what you'rs
locking for. Also, if you're seeking capital below $1 million or maybe §2 milion,
you're almeet cerainly locking for friendsfamily, individual angsls or pozsibly
angel groups fses list of angel groups ineresked in consumer products
archived atwes.2xPainers com).

3. All Sizzle, No Steak A pure marketing pitch dossn'twork. Remamber, you're pitching an iree stment
in yeur Compary nnt salline war nedict t & ratailsr ar cansomar. Maka aors
1o buy the SPINS d .

NislzaniR| data). |

g Available at

applies to financal .
balanze sheet & ca

e et 2XPartners.com site
For imvestos like o . - -

welocity (alzo known as same store salss of sales per point of distibution)
growth. See more belos.

205 W. RANDOLPH STREET | SUITE 1820 | CHCAG0, IL 6I606
MaM MUMBER: 31223571800 | wwa. 23 PARTHERS.COM




10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

5. No Margin for Error
« Even Sub-Scale, Margins Are Weak
v Get Margins Right Early
v" Don’t Assume Scale Is Cure Al
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10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

6. Know Not Thy Business

Founders Don’t Know Their Financials
(Or Other Metrics)
v Know Your Business Even If Not
The CFO Type
v Get Help Where You Need It
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10 Reasons Investors Pass

And, Ways To Enhance The Odds of Raising Capital

7. Betting on the Come

Most Of The Growth Comes From
Products/Channels/Etc. That Aren’t

Here Yet
v' Have Mix of “Step on the Gas”
Existing Business And “New Stuff”
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