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			“This book is a must-read for entrepreneurs navigating the maze of raising capital. As an entrepreneur, I wish this book was written when I began my capital-raising journey. I am grateful to have been a collaborator on Pitchology!”

			—Peter H. Diamandis, MD, Founder of XPRIZE and Singularity University and New York Times bestselling author of Abundance, Bold, The Future Is Faster Than You Think and Life Force

			“Entrepreneurs are always needing to pitch their business to attract talent, attention, clients, and investors. Pitchology will help you refine your message, and it provides ample links to podcasts and YouTube videos so you have some real-world examples from which to learn. I’m proud to be a contributor to the book.”

			—Verne Harnish, Founder of Entrepreneurs’ Organization (EO) and author of Scaling Up

			“In Pitchology, Steve Distante provides entrepreneurs—both new and very seasoned—with a systematic approach to raising capital to fund their new businesses or ideas. He stresses the importance of getting the right kind of investor to keep the business on the right path, and provides ‘sticky’ stories that bring his points home.”

			—Dan Sullivan, Co-Founder and President of Strategic Coach®

			“Bringing your entrepreneurial dreams to life is a worthy endeavor, but it is not always an easy one. Moreover, no one can do it alone. Having a personal guide or mentor like Steve Distante to hold your hand through the process makes a huge difference. His guidance on what steps to take and what not to do is equally important to the success of your vision and mission. There are many obstacles on your entrepreneurial journey, and funding your business can certainly be one of the most challenging. Thanks to Steve, Pitchology now offers the best funding approaches on the market. Anyone with an entrepreneurial dream should read this book.”

			—Wendy S. Burton, Founder and Chair of World Tree Technologies Inc.

			“Pitchology is a must-read for entrepreneurs looking to navigate the maze of raising capital. As a serial entrepreneur, I wish I had had this book when I first raised capital. If you want to raise money, you need this book!”

			—Dave Kerpen, entrepreneur, investor, and New York Times bestselling author of The Art of People

			“Steve Distante is a leader of leaders, a badass in business, and more giving and generous than almost anyone I know. For an artist-entrepreneur like myself, the concept of raising capital can be intimidating and confusing, but not anymore, thanks to Steve. Pitchology provides inspiration, clarity, and a roadmap to success for every business owner seeking to scale up.”

			—Ethan King, bestselling author of Wealth Beyond Money, Co-Founder and CEO of Zeus’ Closet, and past President of Entrepreneurs’ Organization Atlanta

			“Raising capital can be a complicated and intimidating process for many industries, especially the art and entertainment world. As a filmmaker who has worked on projects ranging from low-budget documentaries to financially bloated commercial campaigns, I’ve had to navigate many financing conversations without a map or guidance. It wasn’t until I met Steve (and produced a film with him) that I began to embrace capital as the fuel and fire to ignite ideas! Steve has a comfortable and grounded relationship to money, paired with a gifted understanding of how creatives and leaders ‘tick.’ As a result, the concepts in this book cover a full spectrum of solutions, equally relevant to creative professionals and ambitious investors and founders.”

			—Akira Chan, filmmaker and Director of Igniting Impact
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			This book is dedicated to:

			My Dad, Ron Distante, who supported me to become an entrepreneur and told me, “Go for it, you can lose it all when you are young and start over again.” Thanks Dad, I miss you dearly.

			My Partner/Wife/Soulmate, Heidi Distante, with you, all things are possible. Thank you for making our beautiful life’s journey possible and bringing our two entrepreneur children, Elizabeth and Quinten, to adulthood! I Love You!
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			Preface

			To all my entrepreneur friends out there, welcome! It is my joy to provide this book to help you figure out how to raise capital for your businesses so you can scale and grow.

			I made this book to accommodate a variety of learning styles, since many of us are easily distracted and want a little variety while struggling to get through a written book. In addition to the writing you find here, there are also podcast interviews associated with almost every chapter. These interviews are not a spoken version of the book (you can find that in the audiobook on Audible.com). They’re real conversations with the experts featured in that chapter, and they contain plenty of bonus stories and information that didn’t make it into the book.

			This book was born out of many experiences with fellow entrepreneurs who struggled to figure out the best way to raise capital. Without a clear guide to all their options and the many confusing aspects of the process, lots of entrepreneurs get stuck—and sometimes dangerously distracted. It’s all too easy to get pulled off track from the mission of your company and create financial havoc in your business. That by itself is bad enough, but the worst part is that it also makes you less attractive to investors and more likely to end up with a bad deal.

			My job is to help you create a clear path that keeps you focused and gets you the capital you need to fund your growth dreams. It’s all about partnering with the right people, who can support you on the path forward without taking unfair control of your company’s future.

			A big thanks goes to Scribe Media, my partner in creating this book (you can read about the founder, Tucker Max, in Chapter 16). Now, let’s start your fundraising journey.

		

	
		
			Introduction

			“It’s not about your resources, it’s about your resourcefulness.”

			—Tony Robbins

			[image: ]

			Scan the QR code to access the full interview and additional resources.

			I was born an entrepreneur.

			By age six, the fever had set in strong enough to get me up at dawn on a summer morning. While the rest of my family was just beginning to stir, I was already dressed and out the door, treading through the dewy grass to the little red barn behind our house in Long Island, New York. I grabbed a wheelbarrow and a pitchfork and started for the edge of the woods down the street, where a hill rose beyond the tree line.

			At the base of the hill, my little arms swung the wheelbarrow around so I could pull it behind me up the steep incline. Step by step, I trudged higher, puffing and sweating as I neared the peak. The wheelbarrow would be even heavier in a few minutes, but that was no problem. By then I’d be on the way down.

			At the top, I stopped and looked out over the sandy trails where people rode their horses along the grassy meadow. I swung the wheelbarrow back around and began pushing it along the path, my eyes sweeping the ground ahead for my prize. I didn’t have to walk far before I struck gold. Smack in the middle of the trail was a fresh pile, still steaming in the chilly morning air.

			Horse manure.

			Gross? Maybe to some, but not to this kid. In that moment, it was all I wanted, the precise reason I’d trekked all the way up there at dawn. I scooped it up with my pitchfork, dropped it in the wheelbarrow, and continued my search. I found three or four more loads, my smile growing with each one. I headed back to the road, the weight of my new cargo pulling the wheelbarrow (and me) down the hill in a fraction of the time it took to go up.

			My work wasn’t done, though—the best part had just begun. I strolled down the street with my haul, passing a few quiet yards before arriving at a well-tended garden occupied by its owner, Mrs. Barker.

			“Good morning, Stephen,” she said. “I see you have some food for my garden.”

			I’ve always been shy, and I knew it even at that age. Talking to people, especially adults, usually made me nervous. With the manure, though, it was different. I had a reason to interact with others, and I knew exactly what to do.

			I smiled and set down the heavy wheelbarrow before her.

			“Wow. I see you have quite the load today,” she said.

			“Yep! Plenty of horses out on the trails this week,” I replied.

			“Lucky for us,” she said as she pulled a dollar bill from her pocket and handed it to me.

			That was the moment I’d been looking forward to all morning. Not the money, which I’ll admit was pretty exciting for a little kid. What I loved even more was the magical moment when I met another person in an exchange that made both of us happier.

			It was the start of my entrepreneurial journey, and I’ve been selling shit ever since. (Cue the canned laughter, please.) Not literally, of course—I gave up the manure business a long time ago. But running a business is what I was born for, and I’ve never been able to go long without doing it.

			Business is how I connect with the world. It gives me, a card-carrying introvert, a comfortable way to build relationships, help people, and make a difference. The results of my four-plus decades of entrepreneurship have been spectacular, but I could never have done it all on my own.

			I needed OPM: other people’s money.

			You Need OPM, Too

			That’s why you’re here. At least, it should be, because that’s what this book is all about. Bootstrapping a business is commendable, but it limits your growth rate and can only get you so far. When you have big goals and don’t want to wait forever to reach them, you need capital.

			Maybe you’re still fresh from the exhilarating “aha” moment when your business idea was born, and your racing mind already knows there’s no way you’ll get this baby off the ground with the money in your bank account. Maybe you’ve been in business for decades and see a new opportunity to skyrocket your growth, but your existing cash flow couldn’t possibly support it. Either way, smile! You’re about to learn how to solve that problem.

			I’m assuming you’ve never been down this path before, or if you have, maybe it could have gone better. Raising capital is anything but simple, and if you do it wrong, one of two unfortunate outcomes can wreck your business. The first (and less destructive of the two) is that you don’t get the money you need, in which case you lose out on the opportunity to realize your dreams, which is heartbreaking. The other is that you get the money, but it comes with strings that pull you further and further away from your vision, sometimes to the point that you’d rather walk away from your business than keep running it someone else’s way.

			For everyone but savvy serial entrepreneurs and investment professionals, the full landscape of the investment capital world is a mystery. There’s no smooth, paved road, no beacons pointing you in the right direction. What you’ll find instead are siren calls enticing you to take money from the wrong people on the wrong terms for your business, and if you don’t learn to suss them out, you might just follow them to your doom. I made a lot of those mistakes in my early days, and I’ve watched other people make even more.

			You’ll also encounter plenty of “best practice” pitch tactics that will supposedly make the crowd go wild. But after sitting through hundreds, maybe thousands of pitches, I can tell you that most entrepreneurs are doing it wrong. They harp on and on about plans and projections but fail to tell a compelling story…or worse, they just send me their deck via email with no explanation at all.

			Instead of getting funded, those founders get ignored and rejected. Worse, they hardly ever get any helpful feedback about what they did wrong.

			Welcome to Pitchology 101

			I don’t want any of that for you. You’re my people! We’re that crazy subset of humankind with the irrepressible urge to create new things and grow them way beyond ourselves. It’s tough, important work, and you deserve to do it on a level playing field.

			That’s why I wrote this book: to teach you how to make your business attractive to investors, choose an investor that’s right for you, and get the outcome you want without selling your soul. You’re going to learn Pitchology: the art and science of planning and executing a thoughtful, intentional fundraising strategy that attracts the right investors and keeps your business on the right path.

			That requires two key ingredients that you’ll find throughout the book: savvy and story. Of course, you have to know the game you’re playing, who else is on the field, and what the rules are. Those are the fundamentals, and we’ll cover them in depth, but savvy isn’t enough by itself. You also need to become a great storyteller. Humans are built for stories—that’s how we learn, connect, and influence each other. It’s as true for entrepreneurs and investors as it is for anyone else, and this book will teach you to use that to your advantage.

			I didn’t always understand this. In fact, I was in business for multiple decades before I came to appreciate the power of storytelling.

			Like many lifelong entrepreneurs, I’ve always been “unemployable.” It’s not that I can’t hold down a job—I just don’t particularly like to. Doing things according to other people’s views and on their terms doesn’t sit well with me, so I always prefer to take the risk of blazing my own trail.

			For me, the key to that kind of freedom came in what most people would think of as a decidedly unsexy package: accounting. I was one of five kids, and my dad insisted that we all had to go to college—he had spent almost a decade in night school to get his degree, so he obviously believed in the value of education. I tried going away to school to study actuarial science, but I hated it so much and got so homesick that I gave up and went home.

			Dad’s rule was that to live at home for free, I had to be studying, so I enrolled in the local state university just to avoid paying rent. That’s where I met a professor named Francis Purcell, who told me that accounting was the language of all business. To an academically disinterested kid with a mind for entrepreneurship, those were the magic words.

			I finished my accounting degree at St. John’s University and went to work for one of the big accounting firms, as most newly minted accountants do. Before long, though, I left to become a junior partner at a smaller firm run by two brothers. Every day, I was advising entrepreneurs on their businesses, building genuine connections, and actually helping them in a meaningful way. I loved it.

			When the opportunity came up to take over an investment office that had a handful of financial advisors, the brothers who owned the accounting firm weren’t interested, but I was. I had never sold investment products before, and the financial advisors seemed to think it was hard. Not for an accountant—my clients already turned to me for financial advice in their businesses, so they trusted my recommendations for their investments too.

			The business grew, and over the course of six years, I ended up owning an investment firm and dozens of accounting offices. By that point, I was no longer an advisor helping people manage their finances. Instead, I had become a warden, charged with enforcing the rules and defending my business from external threats, like groundless lawsuits and bullying regulators. It was miserable. As much as I loved being an entrepreneur, if someone had offered me a big fat check for my business at that point, I might have taken the money and run.

			The Impact of Entrepreneurship

			Thankfully, no one did. Instead, an unexpected encounter in 2013 changed everything. I was on the board of the New York City chapter of Entrepreneurs’ Organization, and after a meeting of the board of directors, one of the board members, Chintan Panchal, invited me to have a drink with him. You already know I’m an introvert, and usually I just wanted to go straight home, but for some reason, that day I said yes.

			We sat down in a fancy restaurant and he said, “Steve, you seem like an interesting guy. So I’m curious—what do you do?”

			I started to explain that I owned a broker-dealer and registered investment advisor firm, and we invested in blah, blah, blah…and he stopped me.

			“No, I mean what do you do in the world? How do you make it a better place?”

			“You mean professionally?” I asked. (You know how dogs look when they hear a funny sound? I think that’s what my face was doing.)

			“No, all around.”

			“Well…I built the first LEED Platinum building on Long Island for my firm’s headquarters. We have 295 solar panels on the roof and carpets made of discarded fishing nets.”

			“That’s good,” Panchal responded. “What else?”

			“Um…I helped start a foundation called Heroes Against Heroin after the son of one of our advisors passed away from a heroin overdose.”

			“What else?”

			“Hmm…I’m a huge fan of Tesla. I love cars, and I really admire the way Elon Musk was so determined to focus exclusively on electric cars because he believed it was the right thing to do, and he almost ran out of money doing it. As a matter of fact, if you Google ‘Tesla’s biggest fan’ or ‘Tesla’s #1 fan,’ I’m the first hit!”

			Panchal nodded. He seemed to be expecting more, so I added, “I also love documentary films.”

			“That’s interesting. You see, I’m an impact attorney,” Panchal explained. “I help billionaires find investments in companies that care about the triple bottom line: people, planet, and profit. They make money, but they have a higher purpose.”

			“People do investments like that?”

			“Yes. It’s called impact investing.”

			My world was officially rocked. Panchal must have seen that I was exactly the kind of person who would latch on to this idea and never let go. I’m wired to help people, especially underdogs, and I had gotten too far away from that in my own business. This was the way to get back to it—to focus our investments on good companies that were helping solve the world’s problems, both through the things they sell and the way they operate.

			After that conversation, I went back to the drawing board with my business. It started with an impact investing summit, where I brought in all 150 of my financial advisors and invited experts from all over the country to come educate us all about impact investing. Eight years later, it’s now our main focus, and my personal mission is to spread the word about it.

			To do that, I created ImpactU, a nonprofit organization dedicated to educating entrepreneurs and investors about impact investing. We make documentary films, podcasts, training materials, and other content to help them understand the possibilities and make the positive impacts they’re dreaming of.

			This book is part of that mission. Don’t worry—if you’re thinking, I’m just trying to grow my business, not save the world, no sweat. You don’t have to be building solar-powered water purifiers for rural villages in the developing world to have an impactful business. I’ll show you how any entrepreneur, regardless of what they sell, can make a positive mark on the world…and why choosing to do that gives you a huge advantage when you’re raising capital.

			Most importantly, though, this book delivers the wisdom of my 25+ years in the investment banking industry, plus the expertise of more than a dozen other heavyweights in the world of entrepreneurship. By the time you’re through with it, you’ll be ready to go out and raise capital with confidence, knowing how to find the right partner on the right terms to bring your dreams to life.

			How to Use This Book

			This book is not a step-by-step guide you need to read cover to cover before you can go out and raise money. It’s more like an atlas—it will give you a complete lay of the land, and you can choose which areas to focus on according to where you need to go. I designed it that way because we all have one limited resource in common, and that’s time. I want you to get what you need from this book quickly so you can take action, not sit around reading forever.

			Part I, which prepares you for the fundraising journey, is valuable for everyone. Beyond that, you can skip to the chapters that are most relevant to you. To figure out what those are, you can go to www.Pitchology.AI or scan the QR code below to take a short quiz.
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			Take the Quiz

			

			Like any good reference, this book is a collection of wisdom from many people, not just me. Sixteen other experts—specialists in raising capital and growing startups—have contributed their hard-won lessons to this book. You’ll find examples and key takeaways from their interviews with me in almost every chapter, and you can scan the QR codes you’ll see throughout the book to listen to the full conversations. If a particular chapter resonates with you, be sure to check out the full interview on that topic for even more wisdom, beyond the fundamentals you’ll find in these pages.

			As I mentioned, Part I contains what every entrepreneur needs to know about raising capital. Chapter 1 is all about setting your expectations and adopting the right mindset to attract investors. In Chapter 3, you’ll learn why having a clear and compelling purpose is crucial to your success, and Chapter 4 will teach you how to make your story irresistible. Chapter 5 is a primer on all the legal and financial concepts that can be part of a deal structure, which will be used throughout the rest of the book. Chapter 6 provides some essential pointers on using a strong business system to make your company as valuable as possible.

			I strongly recommend reading all of Part I. If this isn’t your first rodeo, you may find yourself skimming over some things you’ve heard before, but I can guarantee you’ll also find nuggets of wisdom that surprise you or even contradict what you think you know.

			Part II delves into the most common sources of capital for entrepreneurs, with chapters on angel investors (Chapter 7), venture capitalists (Chapter 8), equity crowdfunding (Chapter 9), and family offices (Chapter 10). Within each chapter, you’ll learn who these people are, what kinds of businesses are a good fit for them, how they typically structure their deals, and how to work with them successfully.

			Part III offers some alternative routes to growing your business that are less common but can be very effective. Chapter 11 focuses on traditional banks, which won’t make the risky bets that other investors will but are nevertheless a good source of capital in some situations. In Chapter 12, you’ll learn how mergers and acquisitions can be another way to take your company to the next level. Chapter 14 will teach you how collaborations can drive growth without the exchange of money or equity.

			Between Parts II and III, that’s seven different pathways to grow your company. You don’t need all of them. No one does. Which one (or maybe two) is right for you depends on the nature and maturity of your business.

			So, don’t put off your company’s future by reading everything. Take the quiz online or in the back of the book to decide which chapters to read first, so you can move forward quickly. That’s my goal: not to theorize about growing a business but to arm you with the knowledge you need to actually do it. If that’s what you came for, let’s dive in.

		

	
		
			Part I

			Part I: Preparing to Pitch

			What to Expect from the Process of Raising Capital and How to Make the Most of It

		

	
		
			Chapter 1

			1. Be an Investable Entrepreneur

			Featuring Michael Gerber
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			Scan the QR code to access the full interview and additional resources.

			When I first read The E Myth by Michael Gerber, it changed everything for me. I’m not the only one—this bestselling book came out in 1988 and has since grown into a global movement that has transformed the lives of countless business owners. It’s a cult classic of entrepreneurship literature, a book that even my ADD mind can consume cover to cover and come away with a life-altering change in perspective.

			Since the very beginning, Gerber’s central message has been simple: many business owners are not entrepreneurs…but they need to be. They need to stop working in their businesses and start working on them. That, Gerber says, is real entrepreneurship, and it’s not reserved for the few. Any business owner can learn to be an entrepreneur, and he’s been proving it over and over for decades.

			When Gerber and I spoke recently, that message was stronger than ever (listen to the full interview by scanning the QR code above). “Entrepreneur” has become a sexy title that often gets applied to anyone who has started a business, whether it’s Elon Musk or a freelance artist working solo. That’s fine—people can call themselves whatever feels right to them.

			In this book, though, we need to be more specific. As Gerber put it, most people start a business to create a job for themselves. They have a skill, and they put it to work to generate income in an independent way. Even if they have support from other people (employees), they keep doing the work of the business, serving clients day to day. These are small business owners: doctors, lawyers, shop owners, consultants, artists, and countless other kinds of independent professionals.

			The vast majority of them are not entrepreneurs…not yet, anyway.

			In this chapter, you’ll find out why. It’s not just a matter of semantics—it’s a huge difference in perspective, objectives, and behavior that’s massively important to investors. When they consider an investment opportunity, they’re not just analyzing the business itself. They’re also looking for certain qualities in the people who run it (i.e., you). If you learn what those qualities are and start practicing them now, you’ll put yourself in the best position to impress when it comes time to make your investment case.

			This chapter will also guide you to set your expectations for the fundraising process. If you dive in without a clear, detailed vision of what you want to happen, it will be way too easy to stray off the path to success. Especially when there’s a lot of cash on the street (meaning interest rates are low and there’s an abundance of investors looking for better returns, which is the case as I write this), there’s a very real risk of winding up in a deal that doesn’t work for you and your business. Deciding what you want in advance will help you know when the partnership is right and when it’s not.

			By the end, you’ll know how to be an investable entrepreneur and what you’re aiming to achieve with your capital raise. These are the very first steps to getting the deal of your dreams, so let’s get started.

			Work On Your Business

			So, why exactly are those small business owners not entrepreneurs?

			As Gerber famously says, they’re stuck working in their businesses, not on them.

			They’re focused on generating income by directly serving their customers. If the business is a medical practice, they’re in the office seeing patients every day. If it’s a design studio, they’re at the drafting table, pencil in hand. If it’s a restaurant, they’re the chief cook and bottle washer, as the saying goes.

			Entrepreneurs are primarily focused on solving a problem, not generating income. They see something in the world that’s broken, and they create a business to fix it. They don’t do the work of the business, at least not for long. They invent a business that other people can run for them.

			This is a crucial distinction for investors because if a business is built around the founder doing the work of serving customers, it’s inherently unscalable. That’s a big problem—scaling up is how businesses generate the returns investors are looking for. To be an investable entrepreneur, you have to learn to work on the business, not in it.

			Fortunately, Gerber firmly believes that anyone can awaken the entrepreneur within, if they really want to. He even built a five-year training program called Radical You to help business owners do exactly that. In his view, the ability of entrepreneurs to dream and create isn’t a skill reserved for the special few. It’s human nature, and the more people who learn to access it, the faster we can make the world a better place for everyone.

			Are You an Entrepreneur?

			That said, it’s okay to choose not to be an entrepreneur. Lots of people who are self-employed or run small companies are happy to build businesses that support their lifestyle and stop there. That’s perfectly admirable and respectable, but this book is not for them. A lifestyle business is not the kind of opportunity that works for investors.

			That’s why investors will want to see some evidence that you have the personal qualities of a strong entrepreneur. I’ve been working closely with entrepreneurs for a long time, and there are five key attributes that I look for.

			The first is ambition. If you’re an entrepreneur, you can’t help but dream big. You want to create something bigger than yourself and make a mark on the world with your business. You believe that your ideas are too valuable to stay small, and you’d be doing yourself and humanity a disservice if you didn’t try to spread them as far and wide as possible. You can imagine your little operation becoming a huge enterprise one day, and that vision thrills you.

			That’s key ingredient number one of an investable entrepreneur. Whatever other motivations investors might have, in the end, they want to grow their money, and they can only do that with you if you want to grow your business. Not in baby steps over decades, but quickly and massively so you can satisfy the itch to make a serious impact with your work.

			That itch is what drives entrepreneurs to be resourceful, which is the second attribute investors want to see. You make things happen with the tools at your disposal because you aren’t willing to wait around until the conditions are perfect and everything you could possibly need is at hand. It’s not making do with what you have—it’s seeing the potential in everything around you. Instead of resigning yourself to small dreams because your resources are small, you use your wits and creativity to do more with what you have than anyone imagined possible.

			That requires a certain appetite for risk. Where other people prefer to play it safe and cling to stability, you’re not afraid to take strategic chances. You understand that growth means change, and change always comes with risk…but when the world is changing around you, staying the same is risky too. So you choose growth, study the risks, and make calculated choices about the uncertainties you’re willing to accept in exchange for potentially massive rewards.

			Because there’s risk involved, growing a business can be a roller coaster, which makes commitment to the business a must. You don’t hesitate to invest the time, money, and effort required to take your ideas to the next level. You keep your eyes on the prize and don’t let trivialities or secondary projects distract you from your priorities. Most importantly, you stay engaged in the face of challenges. No running away or holding back when the going gets tough—you’re all in and there to stay.

			The difference between riding those waves and sailing straight into a storm is the way you’re always looking ahead. You’re not charging headlong into an unknown landscape and hoping it pans out. You do your research, watch the market, and work hard to stay ahead of the curve. Inside your business, you’ve anticipated your future capital needs so that you can plan your fundraising and never be desperate for cash.

			That’s what I mean when I say entrepreneur: someone who is ambitious, resourceful, willing to take risks, dedicated to the business, and always looking ahead.

			Does that describe you?

			If you’re not so sure, take a pause. It’s better to face the tough questions now than get knee-deep in this process and realize it’s not where you want to be. What’s missing for you on this list of attributes? Why? Maybe it’s fear, inexperience, or lack of passion for the business you’re in…or maybe it’s just who you are (and remember, that’s okay). Whatever the reason, take those red flags seriously. If you stay on this path without resolving them, down the road they could turn into reasons investors don’t want to work with you, or worse, reasons you want to walk away from the business after you’ve made a deal.

			If your answer is a resounding yes, then welcome to the club, my fellow entrepreneur. As you craft the story you’ll be sharing with potential investors, make sure those attributes shine through and build their confidence in your ability to execute your vision.

			Know Your Why

			In addition to evidence that you’re a true entrepreneur, investors will want to know why you’re seeking capital. Perhaps more importantly, you need to know why you’re seeking capital—otherwise, how can you decide how much to ask for, explain what you plan to do with it, and predict the growth it will cause for your company? How can you know who to approach and what terms are acceptable to you in a deal? You can’t do any of that until you answer this fundamental question.

			To make it easier, let’s break this down into a few smaller questions. First, what is the growth opportunity that you want to seize? Here are some examples of what I mean:

			
					You need to improve your facilities to meet increasing demand or reduce your costs.

					You have a large purchase order and need capital to fulfill it.

					Your business is ripe for geographic expansion or franchising.

					You have valuable IP that’s ready for commercialization.

					You want to buy another company whose strategic synergies would drive growth.

					You need to build a more sophisticated executive team to accelerate your growth.

					You have an opportunity to acquire a competitor and dominate your industry with little competition.

			

			This list isn’t exhaustive, but it’s a good illustration of the kind of growth opportunity you need to identify. Then you’ll be able to explain to investors what the money is for, why now is the right time to spend it, and what you expect to happen as a result.

			Now, consider this: Why do you want to go for this opportunity, and what will happen if you don’t? The best possible answer is that you want to go for it because it’s an amazing chance at spectacular growth, and if you don’t do it, your business will keep humming along in its current form, but your life won’t feel complete. What you don’t want to do is put yourself in a position where terrible things happen if you don’t get the funding—you’ll go bankrupt, competitors will eat you alive, you’ll never get off the ground, etc. That makes you desperate, which is the ultimate investor turnoff.

			If failing to get funding would, in fact, have dire consequences, you need a plan B. What would you do to stave off destruction if raising capital from investors weren’t an option? If you have an alternative (even if it’s not a very attractive one), you’ll be able to approach investors as partners in an excellent opportunity rather than as the saviors of a dying business.

			One final question: What do you want or need besides money? Some types of investors won’t give you anything else. They’ll hand you the cash, stand back, and let you do your thing, expecting you to be the expert in growing their money. Others are more involved. They might advise you, connect you with other experts who can help you, and sometimes demand a certain level of control over business decisions.

			How much involvement you want from your investors depends on two things: your level of expertise and your willingness to take direction from others. Are you an old hand, or is this uncharted territory for you? Do you need help navigating the industry or managing the business (or both)? When you imagine an expert making suggestions about how to run your business, do you feel irritated and offended or curious and grateful? Keep your answers top of mind throughout the process—the last thing you want is a deal that doesn’t give you what you need.

			Define Your Objectives

			When you talk to investors, you’re going to have to take them on a journey from where your business is now to where it will be when they exit the investment and walk away richer, usually somewhere between five and ten years down the line. So, let’s construct that journey now.

			Consider the opportunity you’re pursuing and imagine what would happen if you got the money today. What would your business look like a year from now?

			
					How would its infrastructure, operations, costs, revenues, customer base, personnel, offerings, strategy, etc., be different?

					How would your role be different?

			

			That’s a lot of elements to consider, so take your time thinking it through. There’s no need to make sophisticated financial models at this point, but do write out some ballpark figures and descriptions to capture your thoughts.

			Now, what about in three years? Five? Ten?

			
					What’s the growth trajectory you expect to experience in that time?

					Will you need to raise additional capital at some point?

					How will your profits change, and at what point can investors expect to share in them?

					Do you hope to go public or get acquired? If not, how will investors get their money back out?

			

			These are big questions, so take them one at a time. If you haven’t considered them before, you may need to gather your leadership team and have a conversation about it to make sure everyone is on the same page.

			If your answer right now is “I have no idea,” don’t worry too much. Chapter 5 will get you versed in the basics of investment deals, and later chapters will spell out in greater detail exactly how those deals usually work with various types of investors. Just remember to come back to these questions to complete your vision of the journey before you start trying to make a deal.
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			2. What to Expect
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			If you’ve never raised capital for a business before, you could be forgiven for thinking that the process looks a lot like what happens on Shark Tank. You rehearse a short pitch, somehow get it in front of a group of investors you’ve never met, let them grill you, and if you’re lucky, negotiate a deal on the spot and live happily ever after.

			That’s the made-for-TV version of entrepreneurial fundraising, and while there’s a lot you can learn from watching it, that’s not how it goes down in the real world. For starters, getting anybody to listen to you is half the battle, and landing a deal definitely doesn’t guarantee a happy ending. And when it comes to the logistics of getting from where you are now to seeing investment capital land in your bank account, it can vary a lot depending on how much money you need and what type of investor you’re looking for.

			That said, there’s a general process for a capital raise that’s helpful to understand before we get into the different types of investors. In this chapter, I’ll walk you through it and point out some of the rookie mistakes that derail many entrepreneurs (but not you, because you were clever enough to pick up this book).

			Preparation

			Max Fleitmann, co-founder of Base Templates, is a master of the art of the pitch (listen to the full interview by scanning the QR code above). In addition to creating some of the best pitch presentation templates you can get, his company educates and advises startups who are raising capital, so he has watched the process countless times. According to him, most entrepreneurs allow the process to take way too long and hog too much of the leadership team’s attention. Someone has to stay focused on business strategy and day-to-day execution, and that’s hard when the entire team is wrapped up in fundraising.

			In the worst case, the leadership can invest so much time and money into raising capital that they undermine their company’s ability to survive without it. Then, they find themselves in the very unfortunate position of being desperate for cash and at risk of folding if they don’t get it. That’s not an attractive proposition for investors. If they’re still interested at all, they’ll likely question the judgment of the executive team and demand more equity because the company represents a greater risk than when it was in better financial condition.

			The way to prevent that mess, Fleitmann said, is to designate just one person to drive the process. That person will be responsible for the bulk of the work: preparing the pitch, identifying potential investors, securing appointments with them, delivering the pitch, and negotiating the deal. The leadership team should only convene at key decision points to help steer the process and ensure that everyone is on board with the final result. That drastically cuts the amount of internal communication that goes into every decision, which means things can move forward faster. It also gives investors a clear point of communication and keeps the message from getting garbled by multiple messengers.

			Done right, the whole fundraising process shouldn’t take more than three to six months. It starts with crafting your pitch, which you’ve already started and will continue doing in the next two chapters. Then, you’ll decide who to approach—both the kind of investor you’re looking for and actual names of potential investors. Fleitmann recommended starting with a wide funnel and working with your team to narrow it down to the most likely candidates. Once you’ve done those things, you’re ready to reach out.

			Cost

			Before you begin, it’s important to understand that raising capital costs money. How much money and whether you pay it up front or later depends on the type of investment and how much money you’re raising. These costs come from a variety of sources, such as:

			
					Consultants to help you prepare your pitch and/or connect you with investors

					Travel costs to meet with potential investors

					Legal fees to draft, negotiate, and finalize the deal

					Broker-dealer fees, which can range from 1–10 percent of capital raised

					Crowdfunding payment processing fees, which are usually around 3 percent

			

			Not all those costs apply to every case, and unless you’re just gathering seed money from friends and family, you should expect to spend at least $50K and possibly a lot more. Typically, large capital raises cost more in absolute terms, but with smaller raises, the costs can eat up a larger portion of the capital. Plus, if you’re not careful, a capital raise could distract you from the business enough that revenues fall, adding another cost to the pile.

			If you don’t properly plan for these costs, they could seriously hurt your business, especially if cash is tight and the process takes longer than you expect. Imagine this: it’s a year from now, you’ve spent $100K, and you still don’t have committed investors. Now, your business is running low on cash, which makes finding investors even harder. You might have been better off spending that money on the business itself instead of on a capital raise.

			So, before you go too far down this road, make sure you understand what it will mean financially in the short run. Your business needs to be robust enough to survive if things don’t go as expected on the fundraising front.

			Outreach

			If raising capital is like dating (and it is, in many ways), think of this stage as flirting. It’s your chance to flaunt your best stuff and see who’s interested, not the time to reveal your deepest secrets or overload people with information.

			As a venture capitalist and three-time former president of the Entrepreneurs’ Organization (EO) NYC and Founding President of the Long Island chapter, I get approached by a lot of entrepreneurs looking to raise capital. Way too often, they send me their entire pitch deck hoping that I’ll read and understand it, then follow up with a hundred annoying phone calls. Okay, maybe not a hundred, but that’s what it feels like. That kind of outreach can only irritate potential investors, but it’s shockingly common.

			Instead, start with a thirty-thousand-foot view. No one wants to know your financial analysis or risk assessment the first time they hear about your business, and they definitely don’t want to sign an NDA (non-disclosure agreement). All they care about is the big picture of who you are, what you do, and why it matters. Instead of dumping information on them, leave them wanting more. When people hear your story and are curious to learn more, you know you’ve done it right. (You’ll learn exactly how to craft this high-level pitch in Chapter 4.)

			Once you have that high-level story, who do you show it to? Well, first ask yourself this: Who would want to be part of this company?

			If you owned a life preserver company and sold your product at a sporting goods store, maybe .001 percent of people walking in the door will be looking for that and will want one. If you sell at a boat dealership, maybe 10 percent of customers will be interested. If you sell at the docks with the Coast Guard right there watching people, maybe you’ll get 25 percent. If you’re out in the water, maybe 50 percent. But if you go directly to people who are drowning, 100 percent will want your product. So, who is “drowning” without your opportunity?

			I was recently the drowning man for one startup called Next Gen HQ. It’s an organization for entrepreneurs under age thirty, which is an audience I want to be close to. I’m always looking for innovative startups that are solving the world’s social and environmental problems, and that’s a common focus among young entrepreneurs. So, when Next Gen HQ approached me about participating in their latest capital raise, I was thrilled. Their needs, interests, and values aligned perfectly with mine.

			How do you reach your drowning people? The best approach is to start with your warmest audience: influential and knowledgeable contacts who actually know you. Ask them to give you professional feedback on your thirty-thousand-foot story. If you deliver it well and show appreciation for their feedback, they’ll hook you up with more contacts who would be interested in your business. They might even decide to invest themselves.

			There are other ways to spread the word—social media being a big one—but the real magic is in referrals from trusted sources. That’s why working through your network should be your first strategy.

			Interview

			Once a potential investor has heard your high-level story and wants to find out more, you’ve moved from flirtation to the first date. You’re still wooing them, but now you have permission to offer more information—not every little detail, but what they need to know to decide if they want to move forward with the relationship. Consider asking them to sign an NDA at this point, especially if you’ll need to discuss sensitive information like intellectual property or trade secrets.

			This conversation usually takes the form of a presentation or interview, and now is the time to break out your presentation deck. Even though you’re starting to dig into the details, don’t forget that you’re still telling a story. Remember how you envisioned your company’s journey from now to five or ten years in the future? Take your potential investors on that journey. Pay attention to the questions they ask, and don’t be afraid to say “I don’t know” or “I’ll find out.” The clearer you are on what the investor will get from their partnership with you, the more likely you’ll get a definitive yes or no out of this conversation.

			Throughout this process, you’re always on stage. Even when you’re no longer at the front of the room giving a presentation, even when you’re out having drinks together afterward, investors are watching you. They want to see who you are in the real world, so keep your composure and put your best self forward at all times.

			MOU or LOI

			If they decide to move forward after they’ve heard your full pitch, you’ll need to get that commitment in writing. A memorandum of understanding (MOU) or letter of intent (LOI) is a document that states what your intentions are with the deal and what each party is looking to achieve. It’s used most commonly when you’re looking for a larger investor to fund your project in its entirety, rather than multiple smaller backers. It essentially lays out the victory conditions for the relationship before the actual offer papers have been drafted, which saves a lot on legal fees and prevents misunderstandings.

			As the entrepreneur, you should lead this discussion and write up the agreement to ensure you get what you need. If you let the investor take control, it can lead you into trouble. They can take advantage of unclear things in the agreement, and hoping they won’t is a bad gamble. Instead, follow the advice of Dan Sullivan, the world-renowned business coach, and “always be a buyer.” You’re not selling equity—you’re buying an investor, and the terms of the deal need to work for you. As you draft the agreement, consider questions like:

			
					What should the amount and term of the investment be?

					How long is the payback period?

					Will the investor have board seats, voting rights, and other forms of influence on business decisions?

					Will the investor relationship benefit my company? Are they a resource for introductions or advice?

			

			For example, I recently coached an entrepreneur who was opening a restaurant and bar, and an investor had bought in for 30 percent of the business. The investor also planned to work at the restaurant a few days a week, but they hadn’t talked about his salary. The entrepreneur was just crossing her fingers and hoping the investor wouldn’t ask for one. She figured he understood that most businesses don’t turn a profit for the first year, so it wouldn’t make sense to pay—but she didn’t know for sure if his thinking aligned with hers. If they had drafted an MOU or LOI, this ambiguity would have been resolved before they signed the deal.

			Due Diligence and Closing the Deal

			Now, it’s time to open the kimono…but not all the way. You’ll need to let them see enough to convince them that you’re fully legitimate, but they still aren’t committed to you, so be careful with your most sensitive information. If you haven’t gotten an NDA yet, definitely get one now.

			As part of their due diligence, many investors will want to visit your business in person. How your people interact, speak, and treat each other speaks volumes about your leadership, and investors are looking for evidence that you’re capable in that department. They’ll also want to see your financials, so those will need to be in top shape. Be careful about funneling any gray-area expenses through the business—that can be taken as an indication that you’re apt to fudge the numbers in the future.

			You’ll also need to explain your secret sauce, whether that’s IP, strategy, or something else. Proceed with caution here. They might have signed an NDA, but they haven’t forked over the money yet. It’s safer to assume they work for your competitor and only reveal what’s absolutely necessary to close the deal.

			The final step in this process is, of course, to make it official. Have lawyers draft and review the offer papers—this is where you will save time and money if you have a clear MOU before you engage your attorney. Entrepreneurs often hand over the negotiations to the attorney too soon and end up paying much more in legal fees than is really necessary. When everyone is satisfied with the contract, both parties will sign, and the investors will wire the money.

			***

			That was a lot, so if you’re feeling overwhelmed, take a deep breath. There’s plenty to learn, but it’s not rocket science, and I’m here to help. Whenever you have questions, visit the website at www.impactu.me to get help from my community of entrepreneurs or reach out to me directly. Now that you’ve gotten a bird’s-eye view of the fundraising process, you’re ready to learn about the fundamental element that will not only win over the right investors but also give you the power to get the results you want with the money they give you.
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			Wendy Burton was eight years old when she fell in love with trees. As she stood at the end of her driveway, watching them get cut down in her neighbor’s yard, she swore she heard them crying. No one else seemed to notice, not even her mother, who was right next to her, but Wendy didn’t care. She knew there was something special about trees, something worth dedicating her life to.

			So, growing trees became her mission. One tree in particular fascinated her above all others: the Empress Splendor.1 This fast-growing species captured eleven times more carbon dioxide than other trees and produced the “aluminum of hardwoods,” a light, strong wood perfect for construction, furniture, musical instruments, and more. Even better, one tree could regrow up to seven times from the same stump.

			It was a win-win: a valuable asset for tree farmers and a tool for fighting climate change.

			Wendy started off simply selling Paulownia seedlings but quickly ran into a problem: the farmers who wanted to plant them often couldn’t afford to. Those who had the most land available and the most to gain from farming these trees were locked out of the opportunity for lack of capital.

			That’s how World Tree was born. Instead of just selling trees, Wendy created a way for people to invest in them. Investors provided the capital to buy and plant the trees, farmers raised them for ten years, and when the trees were harvested for lumber, the investors and farmers split the profits. Plus, the farmers were left with full ownership of a stump that would regrow again and again.

			When I met Wendy, she had been building World Tree for over a decade with crowdfunding alone, which at the time was limited to just over $1 million per year. The company had attracted plenty of interest, but that amount of money just wasn’t enough to scale up quickly. They needed a new investment model that could bring in more capital, and that’s where I came in.

			But this chapter isn’t about World Tree’s strategy for raising capital. It’s about why they’ve been so successful in attracting investors, regardless of the investment structure: because they connect viscerally with every investor through their purpose.

			A clear, compelling, authentic purpose attracts high-quality investors who recognize your value.

			If that were the only benefit, it would be enough, but having a purpose beyond making money does more than that. It gives you the energy to meet the inevitable challenges of scaling up your business, and it draws in the other people—employees and customers—who will be indispensable in overcoming those challenges.

			In this chapter, you’ll learn why purpose matters and how to make sure yours is strong before you try to raise capital. In addition to sharing my own perspective on this, I also consulted with Tripp Baird, an impact-focused private equity investor who knows that purpose isn’t just fluff—it’s a competitive advantage. (Listen to the full interview by scanning the QR code at the beginning of the chapter.)

			The Landscape Has Changed

			Investors want profits. We all know that. Otherwise, they would be giving their money away, not putting it to work.

			But they don’t only want profits.

			Virtually no one is out there looking for the biggest possible return with absolutely no other considerations in mind. When it comes to choosing investments, there are always other factors at play, and the biggest one is this: they want to feel good about where they put their money.

			The old way of achieving this goal was philanthropy. Company owners and investors would operate ruthlessly to generate profits and ease their consciences later by making large donations to charities and nonprofit institutions. That’s what the robber barons of the early twentieth century (people like John Rockefeller and Andrew Carnegie) were famous for. Build wealth through whatever means necessary—including collusion, worker exploitation, and environmental destruction—and then fund universities, hospitals, and art museums with the excess.

			That strategy doesn’t cut it anymore. Society’s tolerance for bad behavior in business has diminished dramatically, and rightly so. That’s not to say that companies never engage in such questionable tactics anymore (if only), but they’re a lot less effective and a lot more likely to have disastrous consequences for the owners.

			Instead, business itself has become the vehicle for making a positive impact on the world.

			Companies can do more than just make money for their owners. They can also create great places to work where people can earn a living, get fair access to opportunities, and find meaning in their jobs. They can use resources responsibly, clean up their own messes, and care for the planet. They can offer products and services that make people’s lives better in the short run and the long run.

			That’s why for many investors, the number one item on the agenda is no longer profit—it’s purpose.

			They want to be excited about your company and its future. They want to be proud of what their money helps create. They want to trust that you have what it takes to achieve your vision. That’s what makes them feel good about their investments.

			Just look at the challenges facing humanity, and it’s easy to see why more and more investors are taking on the social responsibility to help solve them. Billions of people across the globe lack access to clean water, food, energy, safety, education, decent work, and justice. Plus, we’re on the fast track to making our planet unlivable within the next century.

			For-profit businesses have massive power to help solve those problems, through both the things they sell and the way they choose to operate. Investors who want their money to make a positive impact on the world will want to know how your company plans to do that.

			It’s Not All Altruism

			But it’s not just about making the world a better place. In today’s world, your purpose is intimately tied to your profit potential.

			Tripp Baird knows that better than anyone. He’s the co-founder and managing partner of The Builders Fund, a private equity fund focused on investing in companies that help solve social and environmental problems. As he put it, a strong purpose alone can’t make a business successful, but when it’s paired with good business fundamentals, it creates a lasting competitive advantage in multiple ways.

			One reason is that the landscape of regulations and public perception has changed. Companies are simply being called to a much higher level of responsibility for their impacts than they were in the past. How you treat people and the environment is part of the value of your business, and companies that act irresponsibly will get called out and go down. Environmental impact, worker exploitation, discrimination, evasion of the rules—these things used to get swept under the rug or lost in the supply chain, but not anymore.

			Not even the biggest, most powerful companies are immune. To highlight just one example: when a Costco investor posted on social media about a shrimp vendor that was accused of using slave labor, Costco dropped the vendor. Things like that (and much worse) happen to massive corporations all the time.

			Avoiding a public relations disaster isn’t the only way your purpose can create a competitive advantage. Baird emphasized that it’s also crucial for attracting top talent to your organization. Young companies like yours likely can’t compete with large corporations when it comes to compensation, benefits, perks, stability, training, and opportunities to advance.

			What you can offer is meaning. If your purpose is strong enough—if you give your employees something to be proud of—people will work for you for free. Well, maybe not for free, but your compensation levels won’t matter nearly as much. Plus, your people will be more engaged in their work and less likely to leave. All that adds up to better productivity and lower labor costs, which are obvious advantages in the marketplace.

			Baird also pointed out that purpose-driven companies tend to attract customers who share their values, which leads to a stronger relationship and a better customer experience. That in turn leads to more repeat purchases and word-of-mouth promotion—in other words, faster revenue growth and lower customer acquisition costs. Those are very tangible financial benefits that can give your company a serious edge in the marketplace. In the consumer retail world, brands that form loyal followings through shared values are increasingly outperforming everyone else, especially as consumers become more aware of the impacts of the products they buy.

			In addition to all this, investors look at your purpose as a barometer for your dedication to the business. When it comes from the heart, you’re far more likely to stick it out through the tough times. It’s like your child is on the tracks and the train is coming: you’ll do whatever it takes to get them to safety. Investors are looking for founders with that kind of drive because those are the people who are most likely to deliver on their promises.

			It’s For Your Own Good

			For your company’s purpose to come from the heart, it has to start with your personal life mission. There’s no faking it, no slapping together a slogan just to raise money. Investors can smell a marketing ploy a mile away, and they’ll call you out. Even if you could get away with it, you would be shooting yourself in the foot. Companies that aren’t purpose-driven simply can’t survive for long.

			You can see this most easily in hot industries, where the prospect of riding an industry-wide growth wave to riches is especially tempting. Today, that’s happening in artificial intelligence, cryptocurrency and blockchain, and cannabis. People who have no real passion for these things start companies just to get in on the action. They think there’s enough growth to go around, so they’ll be able to claim a slice of the pie.

			They’re usually wrong. As they say, a fish stinks from the head down. If the leader of a company is only looking to make a quick buck, the rest of the company will act accordingly. Instead of passionate, engaged employees who do their best work and stay even when things get hard, that leader attracts people who do the bare minimum, cut corners, and jump ship as soon as a better opportunity comes along. That makes it hard to produce good results, which undermines the company’s ability to build a strong customer base. Over time, the work it takes to keep the company afloat just keeps piling on until it all crashes and burns.

			Not even an exponentially growing market can save a company like that.

			Investors don’t want to get caught up in that kind of mess, and trust me, you don’t either. You’ll be much more likely to succeed—both in raising money and in growing your company—if you take the time now to clarify your purpose.

			Decide Now

			This is your opportunity to decide what you care about and how your company embodies that. Most people never get the chance to make a significant impact on a problem of global importance, but if your business grows the way you hope it will, that’s exactly what it can do…if you build purpose into its core from the beginning.

			Keep in mind that purpose can come through in both what you sell and how you operate. Even if your products and services don’t directly relate to a social or environmental problem, you can still manifest a higher purpose in the way you choose to do business. That includes how you treat your own employees, procure your materials, manufacture and deliver your products, manage your energy consumption and waste, and use your profits.

			Look at Ben & Jerry’s—they sell ice cream, which doesn’t exactly solve world hunger or stop climate change. Even so, they’re a Certified B Corporation, which is a special legal designation under which a company is legally obligated to consider their impacts on people and the environment, in addition to profits. In fact, they were one of the first to have this designation. It’s because they weave their values of human rights, social and economic justice, and environmental protection into every aspect of how they operate as a business.

			Defining your purpose is a highly personal process that has more to do with how you feel than anything else, so there’s no step-by-step guide. However, there are a few things you can do to get the creative juices flowing.

			Look for Inspiration

			There’s no shortage of problems to solve in the world, and you can find many of them in the United Nations Sustainable Development Goals (SDGs).2 The seventeen categories cover everything from poverty to clean energy to peace, and each category includes multiple targets describing exactly what the UN hopes to achieve by 2030. This is the perfect place to start thinking about what matters to you and how the world’s biggest challenges relate to your business.

			The SDGs are also a great resource when it comes to communicating your purpose. Many people, especially investors who are focused on impact, know about them and will take note if you show how your business contributes to achieving them.

			Another place to look for examples of strong purpose is among Certified B Corporations (B Corps).3 As I write this, there are over 4,000 B Corps in more than 150 industries, and each one gets evaluated every few years on its impact in four areas: governance, workers, community, and the environment.

			For inspiration, identify a few B Corps in your industry. Go to their websites and see what they say about their mission and how their actions support it. Check out their impact scores and the public assessment statements. Maybe even explore the certification process and consider what your company could do to qualify, now or in the future.

			Get Input from Your Team

			Successful businesses always involve a team of people working toward a shared goal, so include your team in the process of clarifying your purpose. You’ll need their alignment and buy-in to gain momentum. This is an emotional and potentially wide-ranging issue, so it’s helpful to put some structure around the conversation. That keeps it from getting out of hand while still allowing people to contribute and feel heard.

			My favorite way to do this is with a team consult, which is a process I learned through the MAP (Management Action Plan) system.4 Gather your key internal stakeholders for a short meeting, typically no more than ten to fifteen minutes, and take the following four steps:

			
					(Two minutes) State the goal of the meeting (in this case, to clarify the company’s purpose) and provide any necessary background information. Answer any clarifying questions.

					(Five minutes) Give each person a chance to offer a solution.

					(Two minutes) Commit to a solution(s) and explain your reasoning.

					(One minute) Write down your action steps.

			

			There are, of course, many other possible ways to have this conversation, but this one works well because it gathers input from the important stakeholders quickly and effectively.

			Test Your Ideas

			In the end, your company’s purpose should serve some very specific goals. So, before you make a final decision, ask yourself these questions:

			
					Is this purpose something that I’m willing to work day and night for, even when it seems like everything is going wrong?

					Can the company unite around it and use it to guide all our efforts?

					Will it attract the right type of investor to partner with us?

					Will it help us recruit the type of person we want as an employee?

					Will it inspire curiosity and loyalty from customers?

			

			When you can say yes to all these questions, you know you’re on the right track.

			***

			The reason World Tree has been so successful at raising capital is because its purpose is palpable. Wendy is the real deal, a genuine tree-lover who would do anything—and has already sacrificed so much—to help farmers and the planet by planting trees. World Tree doesn’t just attempt to make investors money. It makes them proud to be part of the World Tree story.

			That should be your goal too. It doesn’t matter what kind of business you have. You could be a restaurant, a clothing brand, a software company, or anything else. There is always a way to operate so that you make a positive impact on the people and places that your company touches, and that’s all it takes to be a purpose-driven company.

			So, before you seek investors, commit fully to your purpose and put it at the center of your business. This is your first step into Pitchology because it sets you up to tell a compelling, genuine story about your business—one that will appeal at a gut level to investors who are a good match for the opportunity you’re offering. In the next chapter, you’ll learn how to do exactly that.

			

			
				
					1	Paulownia fortunei and Paulownia elongata, which are not invasive (unlike Paulownia tomentosa) and are approved by the Rainforest Alliance for reforestation and carbon sequestration.

				

				
					2	https://sdgs.un.org/goals

				

				
					3	https://bcorporation.net/

				

				
					4	www.MAPConsulting.com
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			Think back to the last presentation you saw. Maybe it was a business meeting, a class at school, a webinar, or a conference session. It doesn’t matter. Anything involving a person talking and showing slides will do. Close your eyes for a moment and take yourself back to that event.

			How did you feel, and what do you remember about the presentation? Maybe it was like one of the great TED Talks: you were so engrossed in what the speaker was saying that you didn’t even feel time passing. Now, hours or days later, the content is still vivid in your mind.

			Somehow, I doubt it. More likely, you tried to focus, but your attention kept wandering. The whole thing was just so dull, and you were hungry/tired/worried/annoyed…in other words, thinking about something else entirely. You probably remember the pattern of the carpet or the view out the window better than the words that came out of the presenter’s mouth.

			Sorry to say, that’s how the vast majority of presentations go. It’s as true for investment pitches as it is for departmental meetings and college classes.

			Now, think back to the Introduction of this book. It’s probably safe to say it didn’t bore you to death, or you wouldn’t still be here. It hooked you enough that you decided to invest your time in continuing to read. If your buddy walked in right now and asked you who I was and why I wrote this book, what would you say? Would you be able to answer without flipping back and rereading the first few pages?

			I’m betting yes, you could. You might even be surprised at how much detail you recall about the two key moments in my life that I shared with you in that chapter.

			Why? Because I told stories.

			Stories are the secret to human connection. They capture our attention and implant themselves in our memories in a way that other forms of communication simply don’t. Study after study, from anthropology to neuroscience, confirms what we all know firsthand: people are hardwired to love stories.

			And guess what? Investors are people! They’re drawn to stories just like everyone else, and they have an even lower tolerance for mind-numbing presentations than the average human. In fact, one of the hallmarks of a failed pitch is that it lacks a coherent and compelling story, which is the main reason it’s so painful. So, if you want investors to notice and remember your company, a great story should be the number one tool in your communications arsenal.

			This chapter is dedicated to helping you craft that story. For some extra expertise, I consulted with one of the best storytellers and fundraisers I know, Jack Lane. He’s a theater producer who has been raising money in the arts for over thirty-five years, both for nonprofit projects and money-making investments like Broadway shows, and he knows the financial power of a great story. (Listen to the full interview by scanning the QR code at the beginning of the chapter.)

			First, you’ll learn exactly what an effective story will do for you so you’re not tempted to skip over the work of creating one. (Trust me, every second of effort will be worth it.) Then, you’ll find a practical guide to figuring out what your company’s story is, how to package it for different situations, and how to deliver it well.

			People Give Money to People

			Jack Lane has always been obsessed with stories. That’s what attracted him to the entertainment industry even as a child, and it’s the reason he’s had such a long and successful career in fundraising for the arts. He knows that genuine stories are what get people’s attention and make them care about things. The more they “overflow with humanity” (to use his turn of phrase), the better.

			It was just that kind of story that brought Lane into my life. I’ve never been very involved in the arts, and I had certainly never invested in a Broadway show when I heard about The Prom in 2018. Lane was one of three lead producers of this musical, which meant he was responsible for raising one third of the money to fund it.

			The story of the show is pretty powerful on its own: a group of actors attempt to revive their careers through celebrity activism in support of a lesbian teenager whose school prohibited her from taking her girlfriend to the prom. It’s heartfelt and hilarious, and the journey transforms the actors as much as the conservative community they’re seeking to change. But what really got me on board was Lane’s story about how important this show would be. People everywhere—especially young people—would see it and get the message that they could be their true selves and still be loved and supported.

			Why was that so compelling? Because, as Lane put it, “People give money to people.”

			Lane’s take on why this show mattered aligned with my values, which made me feel comfortable entrusting my money to him. I had confidence that he would use it well and execute the project according to that vision.

			Your investors will do the same thing with you. Yes, the money is for your business, but they’re entrusting you to shepherd it. If they don’t believe in you and trust your ability to execute what you’ve proposed, they won’t care about the business. That trust is the result of building a relationship, which is an emotional process, not an intellectual one. No calculations or logical arguments will ever build a relationship…but stories can.

			The Three Powers of Storytelling

			A well-crafted, well-told story does three things that boost the power of your pitch and build relationships with investors who will fit with your business.

			First, it attracts attention. You’ve heard (and maybe even said) that people have short attention spans. It’s common knowledge, right? I mean, marketers are always talking about how fast people will bounce from your webpage or delete your emails.

			But it’s just not true. If we really had short attention spans, no one would binge-watch an entire season of a Netflix show in one sitting. Joe Rogan, one of the most popular podcasters in the world, wouldn’t make three-hour-long episodes. Kids wouldn’t stay up all night playing Fortnite and Minecraft.

			The real issue is that we have short attraction windows. Modern humans only take a few seconds to decide whether something is worth their attention. If the answer is no, they’re gone. If it’s yes, though, you might have much longer than you think to continue connecting with that person.

			This distinction has massive repercussions for your communications strategy. If you believe people have short attention spans, you’ll try to cram as much information as possible into the limited minutes you think you have with them. If you understand that the attraction window is what matters, you’ll focus on hooking them quickly. With the right hook, you’ll have plenty of time to deliver important information later.

			Great stories always start with an irresistible hook—an unanswered question, an unsolved problem, an unsustainable situation. Something that sparks your audience’s curiosity enough to keep them with you until it’s satisfied. If they care about the puzzle you give them, they’ll want to see it completed, especially if they relate to it on a personal level.

			That’s the second benefit of using a story: it helps people connect with you emotionally. So many investment pitches focus on facts and figures, and while those things are always necessary at some point, they will never get someone to care about your business.

			Maybe you’re thinking you don’t need them to care, just to write a check…but don’t kid yourself. It’s easy to walk away from something you don’t care about, which means the chances of getting that check in the first place are pretty low. Worse, if you do get it, the person writing it will only be concerned with their own gain. When the road gets tough and things don’t go as expected (and they never do), they’ll have no patience or mercy for you.

			So yes, you do need to make them care, and a compelling story is the first step. When you share the tale of how your business was born or the impact it seeks to make on the world, you’re lighting a beacon for the people who relate to you and share your interests. That’s who you want as a financial backer, not just some suit who only cares about the numbers. The right story will help you attract the right people and build their trust in you.

			The third advantage of using a story is that it makes your pitch more memorable. Humans have been using stories for millennia to help remember things that would otherwise seem meaningless, like the positions of the stars in the sky. That’s just how human brains work—we remember information more easily when it’s organized and linked together with a story.

			Just think of an important story from your own life. The details—people, places, sights, sounds, smells—are easy to remember because they’re part of a story that’s meaningful to you. The details of the day before that story (just another regular, unremarkable day) probably pale in comparison, if they aren’t completely faded away. When you deliver information about your business embedded in a story, it will be much easier for people to digest it, keep it in their heads, and repeat it to others.

			Craft Your Story

			I host a podcast about impact investing called ImpactU, and I’ve brought almost a hundred entrepreneurs on as guests in the three years since I started. Almost invariably, it takes a few minutes for them to get comfortable and start opening up about their journey. There’s always a reason for starting the business, and sometimes it’s very personal. Sharing it with the world feels like letting their guard down, and no one likes to be vulnerable. It seems smarter to present themselves as invincible and unstoppable, especially when they’re trying to attract support.

			They’ve got it backward—vulnerability is more attractive than invincibility by a long shot. It doesn’t make you weak. It makes you interesting, relatable, human.

			You can see this for yourself if you watch a few episodes of Shark Tank. Who is more compelling: the entrepreneur who shares the deeply personal story behind their business and the challenges they’ve faced in growing it, or the one who stays perfectly buttoned-up and has the answers for everything?

			Those who are open and genuine come across as not only more likable but also more trustworthy. They’ve humbly revealed themselves, including their struggles, so we’re inclined to believe in their authenticity. Perfection, on the other hand, begs the question of whether it’s all too good to be true…there must be something hiding behind the flawless façade.

			So, get ready to get personal. Your pitch isn’t just about your business—people want to know who you are and why you’re doing what you’re doing. Let’s start with some questions that will help you figure out how to weave that tale.

			The Foundation

			You’ll want to use your answers later, so don’t just think about these questions in your head. Write your responses down or record them in a voice memo that you can reference later.

			
					When did you first become aware of the problem that your business solves?

					Why did you feel compelled to create your own solution?

					How did you come up with your solution? Has it evolved since the beginning?

					How did your business get to where it is today? What hurdles have you overcome?

					Who has been on this journey with you? How did they get involved?

					What impact have you made so far? Whose life is better because of your business?

					What is the future you want to create? How will your business make the world a better place? What do you want to be remembered for?

					What makes your business different from others?

					What are the most memorable moments in the life of your business? For example, have there been any projects, customers, accomplishments, etc., that perfectly illustrate who you are and why you’re doing this?

			

			Among your answers to these questions, you should find at least a couple of story gems. Not every entrepreneur will use the same type of story. For some, the origin story is the most vivid and riveting tale. For others, it might be a story of the struggle to grow, the vision of the future, or something else. Focus on what feels most important, meaningful, and resonant to you—that’s what you want your investors to care about, too.

			The Elevator Pitch

			You never know when you might get the chance to talk with someone who can help your business grow, whether it’s a potential investor, a prospective customer, or just a well-connected person in your industry. When you do, you better be ready to get their attention fast. It’s worth emphasizing again that the goal here is not to vomit as much information as you can fit into two minutes. It’s not even to sell the idea of your business. It’s just to tell a two-minute story that will leave the listener wanting to know more.

			Before you start writing or practicing anything, first visualize the situation. Pick a specific circumstance and person that best represents the context in which you’re most likely to use your elevator pitch. Close your eyes and imagine the scene, but from their perspective, not yours. Why are they there? What’s going on around them? How did the conversation start? What do they expect from you? What would make them want to continue talking with you?

			This isn’t an idle exercise. Elevator pitches aren’t always welcome—just imagine being an investor at an industry conference cocktail hour, getting bombarded with entrepreneur after entrepreneur just dying to tell you about their business. Makes you want to hide in the coat closet, right?

			Putting yourself in their shoes will help you craft a pitch they will actually want to hear. Instead of following some artificial formula of what an elevator pitch should include, focus on figuring out what it takes to make them say, “Tell me more.” There isn’t one right or foolproof way to do this, so try several different versions and test them on real people. It will take some experimentation and iteration, so don’t worry about making the first version perfect. Getting feedback is the best way to hone in on your most powerful pitch story.

			The Hook Video

			The elevator pitch is great for in-person situations, but you need something equivalent that you can publish online or send to people. Your full pitch deck cannot be the first thing someone sees about your business—it’s simply way too much information. The first touch should accomplish exactly what your elevator pitch does: leave them wanting more. Get them asking questions. Inspire them to reach out to you.

			I’ve found that the best way to do this by far is with a video. It’s effortless to consume and, when done well, creates a stronger personal connection than any other format. Like the elevator pitch, it should be short and focused on one key story that will accomplish the goal of starting a bigger conversation. Think of it as a trailer for your company.

			World Tree (remember them from Chapter 3?) created a virtual reality experience that featured the founder introducing the company and farmers talking about trees they had planted in partnership with World Tree, which both draw down carbon and produce valuable lumber. It gave viewers an emotional connection with the mission of the company and made them want to know more. It was only a few minutes long and included nothing about finances—just what the company did, who it was helping, and how. That’s the kind of hook you want to use at this stage.

			That said, your video can be as simple as a TED Talk, with just you speaking on camera and a few key visuals when necessary. If you happen to have great footage that illustrates the problem you solve or how you solve it, use it, but don’t let the lack of such things hold you back. This doesn’t have to be some complex production. It’s much better to move forward with a simple, interview-style or TED-Talk-style video than to complicate your life by trying to make it fancy.

			The Pitch Presentation

			Finally, we get to the event you’ve probably been expecting to read about since you saw the title of this book. It took us a while to arrive here because despite the popular misconception, the pitch presentation is not the first step on the journey of raising capital, not for you and not for your potential investors either. It’s what happens after they’ve already had a little exposure to your offer and decided they’re interested.

			There are good templates out there to provide a starting point for your pitch deck (like those by Max Fleitmann of Base Templates, who I mentioned in Chapter 2), but it’s not enough to just fill out a template and run with it. As you probably know from sitting through your fair share of presentations yourself, they can be…well, boring. If the presenter hasn’t put much thought into keeping you engaged, you drift off, especially if you weren’t that interested in the first place.

			Entrepreneurs do this to themselves all the time because they design their pitch based on what they want to communicate about their business, not what the investor wants to know. What they usually end up doing is vomiting information at investors without answering the questions that matter most to them, or taking way too long to get to those answers. Pair that with some dull slides, and you have a recipe for a snooze fest.

			The key to success is approaching it from the investor’s perspective instead of yours. They’re sitting there asking themselves questions like:

			
					What’s unique and different about this business?

					How could it fit with my existing portfolio?

					What are they asking for from me?

					What are the prospects for success and exit opportunities?

					Can I trust this person to fulfill their promises?

			

			They also probably sit through a lot of pitch meetings, and they all run together after a while (especially when they’re on Zoom). Look for ways to keep them engaged and be memorable by doing something a little different, even something as small as showing a video of your company in action.

			Nail the Delivery

			Delivering your pitch starts long before you enter a room full of potential investors. Before you get to that point, it’s wise to invest some time in managing your online presence. Your business probably already has a website and social media accounts—those are the messaging channels you control, and you should make sure they reflect what you want investors to see. Assume that before they take a meeting with you, they’ll look at those sites. What they hear in your pitch presentation about your company’s origins, vision, and culture should fit with your public messaging.

			You can go even further by publishing content about your business, both on your own channels and on other platforms. This can include articles, PR pieces, interviews, podcasts, videos, or anything else you can think of. Make it easy for people to find all this content, both by applying good SEO practices and by linking to all these things in one convenient place on your website. Don’t leave people guessing or make them work to figure out who you and your company are.

			If there has been any negative publicity, assume potential investors will find out and be prepared to discuss it openly. It’s much better to anticipate objections and get out in front of them than to try to hide or avoid them. Addressing such problems up front can only work in your favor. If the issue is a dealbreaker, it’s better for the investor to find out sooner rather than later. Don’t wait until you’ve both wasted time trying to make a deal that was never going to close. If it’s not a deal breaker, you build trust by bringing it up yourself rather than waiting for them to call you out.

			When you do finally meet with potential investors, your attitude is as important as the content of your pitch. Remember, they’re not just evaluating whether your company can bring them profits. They’re deciding whether you’re someone they want to work with and whether they have confidence in your ability to execute your vision. In that spirit, I want to make sure you avoid the three biggest mistakes I see over and over in pitch meetings.

			The first is desperation. That’s the least appealing quality possible in this situation. Remember, wooing investors is a lot like dating…and have you ever seen desperation go over well in romance? It’s off-putting, and of course, if you really need the money that badly, it begs the question of whether your company is truly capable of delivering the returns you promise.

			The second is arrogance. You may have accomplished great things with your business so far, but never forget that you’ve come to these people asking for their help. Don’t disrespect them by acting like you’re the smartest person in the room. Even if they’re not experts in your industry, they probably have a great deal of wisdom to offer about business. While you should have confidence in the plan you present for growing your business, balance that with humility by listening to their perspectives and receiving their advice with grace. This is especially important if the investors expect to take on an active advisory role—no one wants to advise someone who is uncoachable.

			The third mistake is going into information-vomiting mode. A pitch presentation should be a conversation that you guide, not a one-way data dump. Allow them to ask questions as you go, and if you can, use a moderator to help keep the discussion focused when necessary.

			One last practical piece of advice: don’t let the logistics be your downfall. If the meeting is in person, give yourself plenty of travel time and have a backup plan if things go wrong. If it’s virtual, practice using the technology in advance and make sure you have a strong, secure internet connection. You know this, of course, but I couldn’t let it go unsaid because I’ve seen these mistakes derail good opportunities before. Don’t let that happen to you.

			***

			In the end, a great pitch is really about making an emotional connection with your audience. As you learned in Chapter 3, it’s not all about profits and returns. Investors want to feel good about the people and organizations they back, and that starts with the foundation you lay throughout the pitch process. Your story is the doorway to that emotional bond, the human-to-human relationship that will inspire them to support you.
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			5. Deal Structure 101

			Featuring Corey Kupfer & Don Wiedner
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			Scan the QR codes to access the full interview and additional resources.

			When investors hand you a check, what exactly are they getting in return?

			Well, it depends.

			There’s a wide range of options when it comes to crafting a deal. In exchange for their money, you can give investors a share of your business (equity), a promise of repayment (debt), or some combination of the two. It gets even more complex than that—not all equity is created equal, and the same goes for debt. Plus, you’ll need to consider what form of payment you want to accept and on what timeline.

			The better you understand these nuances, the more likely you’ll end up with a deal that works for you. This chapter lays them all out in plain English, explains who you might hire to help you put together a deal, and provides some advice for navigating negotiations. If this is new to you, my advice would be to read it once to get the lay of the land, then come back to it again when the time comes to actually make a deal.

			Equity

			At the most basic level, equity is ownership in a company. When you give up equity (a.k.a. stocks or shares) in exchange for capital, the other party becomes a part owner of your company. Sounds simple, right? But not all equity is the same, and that’s where things get interesting.

			When you sell equity, you get to define the rights and benefits of the shareholder, at least to a certain extent. You can even create different classes of shares (e.g., “preferred” and “common”) with different rules. Here are some of the ways you can make some shares more attractive than others.

			Dividends: These are cash payouts to shareholders from the company’s profits. Growing companies often don’t pay these because they need to reinvest their profits to scale up, but they can be used as a special benefit to certain classes of shareholders. You can also specify that in the event of a future dividend payout, certain share classes get priority.

			Dilution: When a company raises additional capital, it might create more shares, which reduces the equity of prior investors. This isn’t terrible if the new shares are sold at a higher price that increases the overall value of the prior investors’ holdings, but it still takes something away from them. Another privilege you can specify for preferred share classes is protection from dilution, meaning that if new shares are created, they will take equity from non-preferred shareholders only.

			Liquidation: In the event that the company is liquidated, you can prioritize the order in which classes of shareholders get their money back. This gives an added measure of security to preferred shareholders.

			Voting: You can decide which shareholder classes have voting rights and which don’t. This helps you stay in control of the company even if you end up owning less than 50 percent of it.

			Advisory shares: These are shares given in exchange for expert advice rather than capital. The holders usually sit on an advisory board and give their input to the executive team on a regular basis, often quarterly.

			Preferred and common shares aren’t the only class designations you can use. For example, World Tree creates a different share class for each year to help keep track of when investors came on board.

			Debt

			Sometimes, companies raise money through debt instead of equity. Instead of selling a share of ownership in the company, they take a loan (a.k.a. note) and promise to pay the money back with interest at a later date. There are lots of different ways to specify exactly when and how this happens, so here are the options you should be aware of:

			Fully amortizing: This is the typical structure you would see in a car loan or mortgage. Both the interest and principal are paid back over time, sometimes starting immediately and sometimes after a set delay period.

			Interest-only: You pay interest to the investor periodically (usually quarterly) then pay back the principal in a lump sum (a.k.a. balloon payment) at the end of the loan term.

			Cumulative: Interest accumulates over the loan period, and you pay back both the principal and interest in a balloon payment at the end of the loan term.

			Convertible debt: This allows investors to convert their loan to equity in the future. During the next capital raise, they can choose to buy in at a discount (usually 15–25 percent) or cash out. The note can also specify a maturity date by which the next capital raise must occur or the loan must be paid back.

			SAFE: This stands for Simple Agreement for Future Equity. It’s an alternative to convertible notes that is meant to achieve the same ends without the complications of interest, maturity dates, and state regulations on debt. The investor provides funds in exchange for a promise to receive equity shares later, when a priced fundraising round occurs. Like the convertible note, this allows the company to delay its valuation. However, a SAFE is not a loan, so there is no interest or maturity date, and it is usually not subject to debt regulations.

			Personal guarantee: Most debt financing deals are not personally guaranteed unless the loan comes from a bank. If your company goes out of business and there is no personal guarantee, your creditors will have to write off the loss. If there is a personal guarantee, you will either have to pay off the loan with your personal assets, go bankrupt, or take the issue to court.

			Cryptocurrency

			Cryptocurrency is on the rise, and while it’s still rare for companies to accept cryptocurrency as payment in a capital raise, it may be an option worth considering for some. To explore this, I talked with Don Weidner, an expert who consults with major financial institutions on cryptocurrency and has even spoken on the subject at the World Economic Forum in Davos (listen to the full interview by scanning the QR code at the beginning of the chapter).

			First, the basics. Cryptocurrency is a general term for digital money built on blockchain technology. Blockchain is essentially a ledger of transactions involving an asset—in this case, digital “coins”—that is distributed and synchronized among many servers instead of being maintained by a single entity. That means there’s no need for a bank or any other institution to mediate transactions, as they do with existing digital payments.

			This allows digital money to be more like cash. But even with cash, the supply and valuation is controlled by governments. Not so with cryptocurrency, which transcends national borders. Bitcoin, the most stable and widely used cryptocurrency, isn’t managed in any way by any person or organization—its algorithm controls everything. To create it, individuals (or companies) have to “mine” it using specialized computer hardware to solve a complex mathematical problem. The first to solve it gets the next block of Bitcoins, and the process restarts. Currently, 900 Bitcoins are released each day, and the supply automatically decreases by half every four years. No one can change that fact, so as demand changes, the only possible response is for the price to change.

			There’s a lot more to learn about cryptocurrency if you’re interested, and you can start by listening to my entire conversation with Don Weidner. But for now, let’s focus on the question at hand: should you consider accepting crypto as payment in a capital raise?

			First of all, when it comes to big dollar amounts and serious transactions, Bitcoin is the only real contender right now, according to Weidner. Other cryptocurrencies might be fun for enthusiasts to dabble with, but they aren’t nearly widespread or stable enough to use in a capital raise for your company.

			Second, it depends on what you plan to do with the money. It’s difficult to spend Bitcoin on normal purchases, although a few companies do take it as payment. However, at this point, the main value of Bitcoin is as a long-term investment, Weidner explained, not as money to be spent. There are good reasons to believe the value of Bitcoin will continue to rise for years to come. As people and companies become comfortable with Bitcoin and adopt it for use in regular transactions, demand for it will only grow, most likely at an exponential rate. Since supply won’t be able to keep pace, the price will have to increase. There will certainly be some price volatility along the way, but over several years, chances are very high that Bitcoin holdings will provide a good return. So, if you plan to keep some of the money you raise in long-term investments, buying Bitcoin is one option to consider.

			Another new mechanism in the crypto world is a crypto “savings” account. Don’t let the name fool you—it’s really an investment, since it’s not federally insured and can lose money. However, it’s a shorter-term option that allows you to earn much better interest rates than a normal bank account would offer. You can put money into a wide variety of currencies in these accounts, and one of the most popular is the US dollar currency, which is pegged to the US dollar. Just like at a bank, your USDCs then get loaned out, and you receive interest. Annual interest rates vary widely (currently 1.25 percent to over 12 percent) depending on where you choose to open your account.

			Broker-Dealers, Consultants, and Finders

			Finding potential investors, getting in front of them, and hammering out a deal takes a lot of work, and sometimes it’s worth it (or possibly required) to bring in an outside party to help. There are a few different types of help you can hire, and it’s important to understand the legal differences and what they’re allowed to do. If you’re not careful with this, it could result in serious legal trouble down the road.

			Registered broker-dealers: These are people or firms that buy and sell securities, either for themselves or on behalf of clients, and they are regulated by the SEC. Not all of them work with private equity (as opposed to publicly traded companies), but those that do can help private companies sell securities to raise capital. They are usually involved in all aspects of the transaction, from developing the pitch to finding potential investors to negotiating and closing the deal. Typically, they get paid commissions or “success fees” tied to the amount of money raised. Most often, startups use broker-dealers for fundraising processes that require SEC disclosures, such as Regulation D, Regulation A+, and Regulation CF. (You’ll learn more about those in Chapter 9.) Broker-dealers are rarely involved in angel or venture capital deals.

			Third-party marketers: These are broker-dealers who come up with a plan to manage sales, marketing, and often complete RFPs. Think of them as an extension of your organization to target the right investors, often existing institutional investors.

			Fundraising consultants: These are people who help your company put together a pitch and advise on things like valuation, forecasts, and deal structure. They are not registered or regulated, so they should not be involved in all aspects of the deal and are not allowed to charge a fee tied to the success of the deal.

			Finders: This describes people who can make introductions to potential investors in your company. Like consultants, they are not registered and cannot advise you on whether to take a deal or tie their compensation to the success of the deal.

			If you work with a consultant or finder, it’s critical to draw a clear line between what they can do for you and what they can’t. The more involved they are in all aspects of the deal, the more likely regulators will view their actions as improper, since they are not registered with the SEC. That’s not just a problem for them—you can also suffer legal and financial consequences. There’s nothing wrong with hiring experts to help, but unless it’s a registered broker-dealer, you (and your executive team) need to be in the driver’s seat when it comes to negotiating the deal.

			Negotiating the Deal

			Negotiation is a topic worth a whole library shelf of books by itself, and I can’t hope to do it justice here, but I wouldn’t send you out to raise capital without at least a few pointers on how to negotiate a great deal. For that, I spoke with Corey Kupfer, a business lawyer who specializes in helping companies handle the challenges of growth (listen to the complete interview by scanning the QR code at the beginning of the chapter). Negotiating deals is a huge piece of that, and he’s so passionate about it that in 2017, he wrote a book on the subject: Authentic Negotiating.

			Corey’s approach to every negotiation is his CDE framework: clarity, detachment, and equilibrium.

			Clarity is about knowing what you want. It’s amazing how many people go into multimillion-dollar negotiations without defining exactly what’s acceptable to them and what’s not. This takes both analytical and emotional work.

			Of course, you need to do the research to figure out the fair market value of your company. Even more importantly, though, you have to ask yourself some tough questions: Why are you doing this deal and what do you want to get out of it? What does the deal have to give you to be a success in your mind? What are you willing to give up to get that? The market value is just a reference point—these questions determine what the outcome is really worth to you, and only you can answer them.

			Detachment is your ability to be emotionally okay regardless of the outcome of the deal. Being willing to walk away makes you powerful; being desperate to do a deal makes you vulnerable. Most of the time, the closer people get to closing a deal, the more attached they get to seeing it through. Other factors, like deadlines, dwindling funds, or pressure from other people, can make this even worse.

			You can try to hide it from the other party, but even if your poker face is convincing, these feelings can push you to accept a deal that isn’t right for you. As they say, the only thing worse than no deal is a bad deal. So, it’s up to you to make sure that you’ll truly, honestly be okay if you walk away. That means coming up with an acceptable plan B before the negotiation begins so you have a clear vision of what will happen if the deal doesn’t work out. Then, if you have to walk away, you don’t have to get upset about it or burn bridges with the other party. Their objectives for the deal simply don’t meet your needs today, and that’s fine—maybe one day in the future they will.

			Equilibrium is all about maintaining a cool head in the heat of the moment. Even if you walk into the room with clarity and detachment, how will you feel when someone pulls a manipulative tactic or says your company isn’t worth half what you’re suggesting? Your emotions can throw you off course, so it’s important to be aware of your feelings and tune in to what they mean. If the other side bruises your ego, you might be tempted to turn down a deal that you should accept. On the other hand, a twinge of anxiety about a deal that seems great on paper might suggest that you’re missing something important. Being a skilled observer of your own emotions can help you navigate these tough situations in real time.

			***

			In the end, there’s no single “right” way to do a deal. As you’ve seen in this chapter, there are options for everything, and what’s perfect for someone else might be totally wrong for you and your company. You don’t have to memorize every possible alternative, but as you walk away from this chapter, I want you to remember three things:

			
					The better you understand your options, the harder it is for someone else to take advantage of you.

					The better you understand yourself and what matters to you, the more likely you are to make a deal that works in the long run.

					The more you specify in writing about the deal terms, the less likely a misunderstanding or ambiguity will cause problems later.

			

			The concepts from this chapter will come back again in Part II, where you’ll see how specific types of investors usually structure their deals. Regardless of what kind of investor you work with, what you’ve learned here applies to every single fundraising deal.
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			When I first started my broker-dealer business, I never imagined that my greatest failure as an entrepreneur would be a direct result of my greatest success. Eight years ago, that’s exactly what happened.

			Not long before that, I had discovered impact investing and gotten hooked, shifting the focus of my firm toward companies that were doing good in the world. I created ImpactU, an organization dedicated to educating entrepreneurs and investors about impact investing, and made a conscious effort to promote it in the financial services world. The response was bigger than anything I could have imagined. Investors and their financial advisors were so eager to join us that we saw an 800 percent increase in business in just one year. Incredible, right?

			Just one problem: we weren’t prepared for the influx. Bringing on new advisors required serious logistical work—their clients had to sign off on moving their assets from one firm to another, and we were doing everything manually. When we couldn’t keep up, it affected the advisors’ cash flow. They were (understandably) upset because they weren’t getting paid, their clients were calling and asking about their money, and our people were totally overwhelmed and overworked.

			That crisis sent the message loud and clear: every business needs good systems. Thankfully, we made it through and have since implemented a robust, streamlined process that makes onboarding new advisors as easy as pressing a button.

			Now, this isn’t a book about business systems, but they deserve a mention here because having strong systems in place will go a long way toward convincing investors that you can execute your vision. It shows that regardless of the maturity of your company, you are a mature business owner. You’re not just winging it, and your impressive results aren’t just a lucky streak. With the help of your systems, you’ll put their money to good use and accurately track the company’s performance.

			If you’re not sure whether your systems are up to snuff (or what a system is, for that matter), read this chapter closely. Much of it comes from the minds of two systems experts: Verne Harnish, founder of Entrepreneurs’ Organization and Scaling Up, and Mike Caito, creator of Management Action Programs (MAP). (Listen to the full interviews by scanning the QR codes at the beginning of the chapter.)

			What’s a Business System?

			Virtually every organization uses a system for something. Maybe it’s accounting, HR, sales, or project management. There is some clearly defined process—usually facilitated in some way by technology—for setting targets, accomplishing tasks, and keeping track of progress in these areas.

			What many companies don’t have is a system for the whole business: a clearly defined process for keeping the entire company headed in the right direction. It’s like GPS. If you get behind the wheel in a car full of people and head off into unknown territory without choosing a destination or searching for a route, what will happen? Everyone will have a different opinion about what to do, and you’ll be stuck trying to choose between competing ideas under pressure, with no information. You’ll probably go in circles or wind up somewhere unexpected (and probably not very pleasant).

			GPS fixes that problem. Sure, you can still have discussions about which destination and route are best, but once those are decided, the process of getting there is clear. As you drive, you can see exactly where you are in relation to your destination and where you need to turn to stay on track.

			That’s what a business system does. Without one, you’re flying blind with only a vague idea of where you’re headed, and you have no way of distinguishing between good and bad ideas about potential changes in direction. With it, you always know exactly what you’re aiming for and how you’re progressing on the path to reach it.

			Surprisingly few companies properly implement and use a business system—Caito’s estimate is less than 5 percent, and Harnish believes it’s less than 1 percent. Functional systems abound, but both employees and customers experience the company as processes that cut across functions. Without a grand system to tie all those functions together, they get out of sync with each other.

			Of course, the world’s most successful companies do have sophisticated business systems, and that’s a major reason why they got where they are. They’re not just big in terms of gross margin or number of employees—their most impressive statistic is gross margin per employee. Among the Fortune 500, it’s almost half a million dollars.

			You don’t get there by growing steadily along the same path. To achieve that kind of result, you’ve got to figure out how to do twice the work in half the time…repeatedly. The only way to make that happen is with a strong system that gets everyone focused on the same goal and moving in sync along the same path.

			Signs That You Need a System, Stat

			As your business grows, you have to make the transition from entrepreneur to CEO, and that’s usually when the lack of a system starts to cause pain. However, that pain might not be obvious to you. Many entrepreneurs get so accustomed to working eighty-hour weeks and having their hands in every part of the company that they don’t realize when this behavior actually starts to undermine their business.

			Harnish points to three signs that something is wrong. One is that you and your team are working unsustainable hours. That might be understandable when you’re just getting started, but the workload has to settle to a level that’s manageable long-term or burnout will take your business down.

			The second is that you’re throwing people at the problem. If you’re hiring like mad to handle an increasing workload but your revenue isn’t keeping pace, there’s a problem. When your gross margin per employee starts to drop, that’s a sign that adding more people isn’t the solution you need.

			The third is that you’re always fighting fires. Drama and crisis should never be the usual state of affairs in a company, but you would be surprised at how many entrepreneurs thrive on it subconsciously. It feels pretty good to sweep in and be the hero—sometimes so good that you become an arsonist just so you can be the firefighter, without even realizing that’s what you’re doing.

			Does any of that sound familiar? That’s how you know that it’s time to follow the advice of small business guru Michael Gerber: stop working in your business and start working on it. In other words, implement a system.

			How to Implement a System

			There are several different popular and proven business systems you can choose from, but they all achieve the same three key functions.

			The first is setting goals. No more fuzzy notions of what you’re trying to achieve as a company. A good system will help you define focused, quantifiable targets that reflect the mission and vision of your business.

			The second function is measuring progress. Your system should give you a set of key metrics to track that will give you a clear view of whether you’re on track toward your goals. It’s not about watching every possible number—that’s more information than you need, which is both confusing and a waste of effort. Your key metrics should be limited enough to digest quickly but robust enough to provide a snapshot of how the business is doing.

			The third function is making decisions. This goes beyond metrics to the ways you and your team interpret and respond to them. Your system should include communication processes that help your team share information, generate ideas, and choose the path forward on a regular basis.

			MAP is the system my business has used for the last eight years, and I liked it so much, I bought the company. The benefits of MAP have gone beyond anything I ever expected. It keeps us focused on what’s important and prevents us from getting distracted by shiny objects. For me personally, it lets me operate in my zone of genius—new strategic initiatives—instead of constantly fighting fires. The system keeps the business on course almost automatically, so I can just take a big picture idea and start executing it.

			Aside from Mike Caito’s MAP and Verne Harnish’s Scaling Up, there are other popular business systems, including Gino Wickman’s Entrepreneurial Operating System (EOS) and Andy Grove’s Objectives and Key Results (OKR) system. Whatever system you choose, be sure it fits your organization and accomplishes the three functions I just described.

			***

			Of course, having a robust business system in place will massively strengthen your company, but that’s not why I wrote this chapter. The purpose of this book is to help you raise capital, and having a system makes you far more attractive to investors. While they won’t always ask about your systems directly, they will ask plenty of questions about how your company operates and how you know whether you’re doing the right things. Instead of waiting for those questions and muddling through them, you can preempt them by showing how your system works and how you use it to proactively steer the company.
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			At the monthly meeting of the New York Tech Alliance, thousands of people come together to see demonstrations and hear talks about the latest developments in the local technology ecosystem. There’s no pitching or investing allowed there—it’s all about sharing ideas—but it’s the perfect place for investors to keep a finger on the pulse of emerging tech they may want to fund. That’s exactly what legendary angel investor David S. Rose was doing when he saw a demo by an unusual entrepreneur with an intriguing proposition.

			The man behind the idea was anything but your typical tech guy. He had no education in technology or business and had never even worked for a company before. He’d been a horse carriage driver in Central Park before getting hired by the New York City Department of Transportation to work on its bike lane program. There, he began to appreciate the limitations of the existing bike-share program and wondered if there was a better way to do it.

			New York’s bike-share program was a second-generation system in which bikes were docked at smart hubs and members used scannable cards to check them out. That solved the first-generation problem of losing bikes, but it created new issues. Building hubs was expensive, so they were only located in high-traffic areas, meaning some neighborhoods didn’t have easy access to them. Plus, if there was no bike hub at your destination or all the parking spaces were taken, you were out of luck. Every day, the Department of Transportation had to haul bikes around in vans to spread them out when they got too concentrated in one area and overwhelmed the available parking spaces.

			This innovator thought the technology was ready for a third generation in which the user identification and location tracking lived on the bike itself instead of in a smart hub. That turned a physical bike into a digital object that could be controlled online in all kinds of new ways. Instead of having to park in a designated location, riders could use an integrated lock to chain it up to any fencepost or tree. Pricing could change depending on the location, which would help manage the distribution of bikes throughout the service area. For example, a surcharge might kick in for riding a bike way out to Long Island, but it would be free to ride it back to the city where it belonged. This third-gen solution would fix the current bike-share problems and make it possible to provide flexible, affordable, clean transportation in cities that weren’t big enough to support a hub-based system.

			David rushed to connect with the entrepreneur after the event and quickly became the first investor in what was originally called Social Bicycles. The company used those funds to start proving and improving the concept, growing incrementally for more than five years as they installed bike shares in New York, California, Arizona, and a few other places in North America. Then, China came in. They started buying in huge volumes for their own bike shares, and interest from venture capitalists followed. Soon, another company in the transportation business made an attractive acquisition offer. That company was Uber, and it bought the bike-share company, now called JUMP, for $200 million in 2018. For JUMP’s founder, Ryan Rzepecki, that was exactly the kind of outcome he’d been dreaming of since the New York Tech Alliance meeting where he met his first angel investor.

			Angel investors are wealthy individuals who invest their own money in startups. They’re usually the first professional investors to get involved in a business because the amounts they invest are relatively small, and they have the flexibility to make investment decisions without being beholden to anyone else. For that reason, they’re a good fit for early-stage companies that need a little cash to prove their concept and scaling potential. If your capital needs aren’t very large and you want to retain full control of the business, an angel may be just what you need.

			In this chapter, you’ll learn all about angel investors from David S. Rose, a third-generation angel investor and the “Archangel” of angel investing in New York (listen to the full interview by scanning the QR code at the beginning of the chapter). Before we get to that, though, there’s something almost all founders need to do before approaching an angel: get investments from family and friends.

			Start with Family and Friends

			Most businesses bootstrap all their growth. They use the founder’s own cash to bring in the first customers, then reinvest their profits to grow incrementally. They don’t have OPM (remember, other people’s money) to fuel their development—all they have is an idea and an ambition, and how much they want it will determine their success.

			Every business needs to start this way, even those that plan to raise capital at some point. As the founder, your initial investment shows your dedication to your business, your faith in its potential, and your capacity to manage money responsibly. When you approach investors, they’ll want to see that you’ve committed serious financial resources to your idea, whatever that means for your circumstances. As Rose says, if you’re not confident enough in your idea to take a meaningful financial risk on it, investors won’t be either.

			Usually, they’ll ask what percentage of your assets you’ve invested in your business. More often than not, the answer is 100 percent—everything you could afford to give. (Don’t bother translating “unpaid hours worked” into dollars invested. It’s a given that you’ve dedicated all your time and energy.) That doesn’t mean you have to pull an Elon Musk and sleep on a park bench to prove your dedication, but you should be willing to sacrifice the luxuries in your life to invest in your business. For a teenager who has saved up money from summer and after-school jobs, that might only be a few thousand dollars. For a mid-career professional with a good paycheck and some assets, add a zero or two to that figure. If you’re really serious, that could include your retirement assets, an equity loan on your house, or even your kids’ college savings. It’s all fair game.

			Of course, even then, your wallet has its limits. So, when you need additional capital to pay for the essentials of your business (e.g., equipment, materials, rent), go to family and friends first. To some, that might sound like a bad idea. If your business doesn’t succeed, the fallout won’t just affect you—it could hurt the people you love and undermine your relationships with them.

			Borrowing on your reputation is the biggest risk you can take, and your willingness to put it all on the line shows the strength of your belief in your business. If it’s not strong enough to convince the people who know you best to bet on you, why should a stranger? Of course, no one expects your family and friends to go broke funding you, but if they’re not involved at all, that raises questions about your trustworthiness and the true potential of your business.

			The one exception to this is a serial entrepreneur with a good track record. That type of person can usually skip the family and friends round and go straight to professional investors because there’s already a strong foundation of evidence that they can execute their vision.

			Something like 80 percent of businesses never make it past the family and friends round—they either remain small or attempt to scale up and fail. That’s why this is such an important milestone for investors to see on your journey. They need evidence that you have been able to use someone else’s money wisely and turn it into value for your business, not just fritter it away.

			What Angel Investors Want

			People often confuse angel investors with venture capitalists (VCs), so let’s clear something up now: they are very different animals. VCs invest other people’s money, bringing multiple wealthy individuals or institutions together to create funds worth hundreds of millions or even billions of dollars. With that money, they’ll fund multiple startups, maybe a handful up to a few dozen. Each investment takes work to manage, so there’s a limit to how many companies they can take on.

			That means they’re writing multimillion-dollar checks, and each check only buys a portion (usually less than 10 percent) of the equity in a company. So, the companies they’re looking at have valuations in the tens of millions and beyond. Those businesses are not little, early-stage startups anymore, and VCs are rarely their very first professional investors.

			For that, you need someone who can write a smaller check, and that’s often an angel investor. As Rose explains, angels are investing their own money, with no obligation to deliver profits for anyone else. They’re wealthy but not ultra-wealthy, typically with investable assets somewhere in the one- or two-digit millions. And since investing in startups is quite risky, they tend to dedicate just a small part of those assets to it, often money they otherwise would have spent on luxuries and wouldn’t be devastated to lose. The typical size of an angel investment into a single company is something like $25,000.

			Because angel investors aren’t beholden to anyone else, they often have very personal motivations for the investments they make. Like any investor, they’re looking for profits, but they’re also looking to support things that make them happy. As Rose says, an angel investor that’s not having fun with their investments should get out of the game because there’s a lot of risk and stress involved. The chances of losing money are high, and there better be some joy on the other side of the equation to balance it out. So, angels will put significant weight on their personal connection to your product or service, how it fits with their existing portfolio, and whether they’ll enjoy partnering with you.

			To be attractive to angel investors, your company needs to have some proof of concept. When you ask for money from family and friends, you can often get by with just an idea and a good story about how you’ll turn it into reality. That’s not enough for angel investors. You’ll need to show that you can execute—that you’ve developed a product, attracted customers, recruited a team, or taken some kind of significant step forward with the money you’ve spent so far. Typical valuations for companies at this stage are in the seven-figure range, which means they’ve clearly demonstrated an ability to generate revenue.

			Terms of an Angel Deal

			Angel investors aren’t looking for quick profits. They understand that your young company will need time to hit its stride, so they expect to be involved for multiple years before you do a larger capital raise, which gives them the opportunity to exit. They also know that nine out of ten angel-funded startups never make it to that milestone.

			You might be able to get by with a single angel investor if your ask is small or the investor is willing to fork over big bucks. However, many angel deals involve multiple investors. For example, if your valuation is $5 million and you’re looking to raise $1 million, a group of angels might pool their resources to buy that 20 percent stake in your company.

			A typical deal will involve a group of investors, with each contributing around $25,000–$50,000. At least one (and maybe more) will likely want a substantial equity stake and/or a board or advisory position to keep tabs on the business and have a voice in running it. The specifics of that relationship are negotiable and will depend on how much input you want and how much expertise the investors can offer.

			Connecting with Angel Investors

			Getting in touch with angel investors is the easy part. They usually operate in groups, so the first step is to simply search online for angel groups in your area. They will probably have an established process for receiving proposals, or at least a clear way to contact the group and find out what your next step should be.

			You can also reach out to angel investors through networks like LinkedIn. If a person has a public profile that says they’re an angel investor, they are probably open to outreach from entrepreneurs. Of course, this kind of outreach works best if you make it personal—find out as much as you can about the person and explain why you think your opportunity would be a good fit for them specifically. Your chances of connecting are even better if you have any mutual contacts or institutions in common.

			When you reach out to an individual, rather than simply pitching to them, ask if they are part of an angel group they can put you in touch with. That’s a much easier ask, and they will probably respond by requesting to see your pitch first. That serves two purposes: it lets them act as a gatekeeper for the group, and it gives them first dibs on your opportunity if they decide it’s attractive. Plus, if you wait and let them ask to see your pitch, they’re more likely to actually give it their full attention.

			Tips for Success

			Most angel investors do not expect to be deeply involved in the business. Rose suggests treating them as advisors, especially those who have larger stakes in the company. It’s wise to convene quarterly meetings, scheduled a year in advance, to keep everyone informed of how things are going. Radio silence is what keeps them up at night—in the absence of communication, they’re liable to make up anxiety-inducing stories in their minds.

			So, err on the side of too much connection rather than too little. It may take a little extra effort, but it can only benefit you. When your investors know what’s happening in the business, they can give helpful feedback and advice. Plus, if you’re top-of-mind, they’re more likely to use their connections to help you. For example, let’s say you need help from a subject matter expert, or you want to hire a new executive. Investors tend to be well-connected people, and they may know just the person to fill your need…but they can only help if they know about that need in the first place.

			Good communication includes the tough stuff, too. When things aren’t going so great, don’t try to hide it from your investors. You think you’ll be able to solve the problem before they ever become aware of it, but if you can’t, you’ll wind up in a position where you’re forced to reveal the truth, and then they wonder why they’re just finding out about it. That erodes their trust and confidence in you.

			Painful as it might seem, it’s much better to be transparent when major obstacles come up. Explain the problem, share your plan to address it, and ask for their input. That preserves the relationship and gives you access to their expertise, which might help you resolve the issue faster.

			***

			As you’ve learned in this chapter, angel investors are ideally suited for companies that have demonstrated their potential in some way but need more capital to prove they can scale up to the big leagues. If you haven’t yet proven that you have a viable product or service that people are willing to pay for, you’re probably still too early for an angel. You’ll need to rely on your own capital or that of your family and friends to get to that point.

			But if you’re there already, focus on finding angel investors who get excited about your business. Remember, funding startups is risky, and if your investors lose their money, they at least want to feel they backed something worthwhile and enjoyed their involvement with your company. If all goes well, though, they can cash out during your next fundraising round in a few years, having multiplied their money several times over.
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			In the last chapter, you learned that angel investors are usually the first professional investors to get involved with a company, providing the first five- to seven-figure chunk of cash to prove out a concept and start scaling it. Next stop: venture capitalists, otherwise known as VCs.

			They’ve got bigger bankrolls and a stronger mandate to generate profits, since they’re investing on behalf of other people and organizations. That’s why they come into the picture only when a business is ready to scale exponentially and needs multiple millions of dollars to do it. Usually that happens after an angel investment round, but in some cases, businesses with transformative intellectual property and outstanding leadership get VC funding before they ever generate a penny of revenue.

			Jetti Resources was exactly that kind of company. The co-founder, Andrew Perlman, was in the liquefied natural gas business in China and had just finished building a big plant when fracking technology began improving dramatically. Suddenly, the economics of the business changed completely, and the plant couldn’t possibly compete at the new normal prices. The project went bust, with no prospect of generating the revenue needed to cover the cost of the investment.

			The failure was tough to swallow, but it taught Perlman that there were billions and even trillions of dollars to be made in tapping previously inaccessible resources. So, he asked himself what other valuable resources were locked up and could potentially be unlocked with new technology. In his study of different natural resource markets, copper jumped out as a major opportunity. The copper trade was worth over $100 billion a year and was growing fast, and most of the copper on the planet was trapped in chalcopyrite. There was no economical way to extract pure copper from that ore, so mines considered it a waste material that was worse than worthless—it was a liability because disposing of it cost money.

			Perlman decided to sponsor university research to develop a technology that would make that extraction process feasible. Using Perlman’s seed funds, the researchers developed a new catalyst that could be added to the copper leaching process to pull the metal out of chalcopyrite in a more efficient and environmentally friendly way. This intellectual property became the foundation of Jetti Resources, and it was exactly the kind of transformative technology VCs love to fund. It turned a major liability for mining companies into a huge opportunity, and the market for that opportunity would only grow as the world’s demand for electricity and electronics increased.

			I heard this story from Will Weisman, founder and managing director of the VC firm KittyHawk Ventures (listen to the full interview by scanning the QR code at the beginning of the chapter). They were one of the early investors in Jetti, and with their backing, the company soon began signing wildly lucrative revenue-sharing contracts with copper mines. It’s growing explosively and is likely to reach a valuation in the tens of billions of dollars when it reaches full scale. This is a classic VC success story: a company with a unique advantage in a growing industry leverages a relatively small amount of capital to generate exponential growth within a few years.

			Weisman shared his insights with me in this chapter, which will teach you what VCs are, what they look for in an investment opportunity, how to do a VC deal, and our best tips for making that deal successful. If your company is poised for enormous growth and ready for a hands-on investor to propel it toward a big buyout or IPO, a VC could be just the ticket.

			What VCs Want

			As I mentioned before, VCs do not invest their own money. They gather a group of accredited investors (wealthy individuals and institutions) to create a fund, usually with a six- or seven-figure minimum buy-in from each investor. A typical fund size is in the hundreds of millions, sometimes into the billions, and the VCs distribute the money among multiple companies—often twenty or more, according to Weisman. This increases the chances of producing acceptable returns, since the risk of failure among startups is high. Only a few of the companies in a fund will achieve wild success, and the hope is that their growth is massive enough to wipe out any losses. In the end, the VCs take a piece of the equity (usually 20 percent) in exchange for their work.

			That’s why VCs want unicorns: companies that could potentially reach a valuation of $1 billion or more, multiplying the initial investment by twenty, fifty, or even a hundred within ten years. They need at least a few of their investments to pay off big because it’s virtually guaranteed that most of them will fail.

			Those huge wins tend to come from cutting-edge technologies or other “blue ocean” opportunities that could revolutionize their industries. In theory, these can be found in any sector, but these days they tend to cluster in areas like computer hardware, software, healthcare, space, drones, blockchain, and cryptocurrency. VC funds tend to specialize in a particular area (e.g., healthcare), which narrows the field of potential investments and allows for collaboration between the companies in the fund.

			Because VCs are looking for exponential growth, having strong revenues is less important than demonstrating the potential to scale up rapidly. The stronger your case for exponential growth, Weisman says, the less they’ll care about current revenue. Companies with revolutionary intellectual property (and clear demand for it) sometimes get VC funding before making a single dollar. That’s not typical, so don’t get your hopes up, but it can happen.

			The investors in a VC fund (also called limited partners) are not directly involved in managing the investments. They leave that to the VCs, who charge an annual fee on the assets under management and keep a portion of the profits (usually 20 percent) when the fund closes. That fee pays for their hands-on involvement in the operations of the companies in the fund. VCs don’t just pick investments and wait to see how it goes—they get in there and do their best to make growth happen.

			So, if you want VC funding, Weisman says you must be open to direction and willing to accept restrictions on how much capital you have access to and how you use it. Unlike angel investors, who you might talk to once a quarter, VCs could be on the phone with you weekly or even daily when you’re going through a particularly crucial period. They need founders who are coachable and collaborative, not overly rigid or territorial. If you don’t want a leash on your funding or people looking through your proverbial underwear drawer, working with a VC will be frustrating for you.

			However, if you want an investor with managerial and industry expertise who will actively help you realize your company’s growth potential, VCs are the answer. This is especially true if you have an idea with exponential potential but consider yourself more of a technical expert than a business leader. The trade-off is a certain degree of control, but that’s often worth it if it gets your company up that steep growth curve.

			Terms of a VC Deal

			VC funds typically have a life of about ten years. Once investors have committed, the VCs get busy doing deals with startups that fit the bill in terms of industry and growth potential. They usually take less than 10 percent of the equity in a company, with 3–5 percent being the most common range, according to Weisman. Sometimes, they’ll recruit other VC firms who could provide a strategic advantage to participate as well, forming an investment syndicate.

			If you go the VC route, you might do multiple rounds of funding (series A, series B, series C, and so on). Typically, bigger VC firms play in the later rounds because that allows them to write bigger checks with less risk—the longer a startup survives, the better its chances of continued survival.

			When you sign the deal, the VCs don’t hand over all the money right away. They’ll deliver an initial amount, and the rest gets paid out when the company meets certain milestones (i.e., approval of patents), which are specified in the contract. The goal is to get the company to a liquidity event like a bigger VC funding round, an acquisition, or an IPO within ten years. It could happen sooner—funds often start to see liquidity events for some of their investments after about five years. Whenever the VCs take the opportunity to sell their equity and exit the company, the relationship ends.

			By releasing funds slowly over time, the VCs retain a certain amount of control over what the company does. The deal typically includes an exit clause that allows them to stop funding or even walk away entirely under certain conditions. These might include unfavorable changes in regulations, a public relations disaster, or criminal behavior (even a DUI) on the part of the founder. The contract could also include other contingencies and stipulations about your obligations in terms of communication and decision-making.

			This might be surprising, given that VCs usually hold less than 10 percent equity in a company. It all goes back to the fact that VCs are investing on behalf of other people. The success of their business as a VC firm depends on their ability to produce good returns, so they do whatever they can to minimize their risks in the inherently risky business of startup investing. The stronger your case for the explosive growth of your business, the more favorably you’ll be able to negotiate the funding milestones, exit clause, and other contract terms.

			Connecting with VCs

			Getting in front of VCs is not easy. Their attention is in high demand, so they tend to be short on time and quick to judge. As Weisman put it, outreach from a total stranger isn’t likely to make it through their filters, so savvy networking is your best bet for connecting with these powerful people.

			To take your pitch seriously (or even hear it in the first place), they’ll want to know that you’re a dedicated entrepreneur, not someone who appeared suddenly out of nowhere and might disappear just as fast. Build your credibility by participating in the world of entrepreneurship beyond your business alone. Participate in a group like Entrepreneur’s’ Organization (EO) or Young Presidents’ Organization (YPO), which help founders connect with each other and build their business skills. Consider applying for an incubator program. Find out where the entrepreneurial crowd hangs out and go there. Be present, make friends, and help people out—that’s how you build your reputation in the community.

			As always, direct referrals are the best way to make a connection. Who in your network might have connections to VCs? It could be your accountant, your lawyer, your banker, your old college roommate, your neighbor who works in finance…who knows? Use LinkedIn to find out, and don’t be afraid to ask around. Just don’t be pushy. When someone introduces you to a VC, they’re putting their reputation on the line and vouching for your legitimacy, so if they’re not comfortable doing it, don’t force the issue.

			When you do get the chance to make your pitch, remember that you need to convince them not only to believe in your business but also to trust in you. They need to see the authentic you, not just a salesperson for your company. As Weisman told me, there’s no bigger turnoff than someone who won’t stop selling. For him, few entrepreneurs really knock the pitch presentation out of the park. He’s more interested in getting to know them on a personal level, which is why he often invites founders on a walk or hike with him. He wants to find out if they have the grit to stick it out through the tough times, the ability to attract a rock-star team, and the humility to learn from others.

			Tips for Success

			The secret to a successful relationship with your VC investors is communication, and lots of it. Many entrepreneurs struggle with this. They find the capital raising process painful and foreign, and they’re all too happy to retreat into their business once the fundraising is done. But things can’t just go back to the way they were. Now you have investors to take care of, and they want to know what’s going on.

			Create a communication plan to keep the VCs informed on a regular basis—at least annually, or better yet, quarterly. It should go way beyond just sending tax forms on time (which, by the way, you should always do). Keep them abreast of all your major developments and important results, even if the news isn’t all sunshine and rainbows. You build trust by being open about the challenges facing the business and the steps you’ve taken (or plan to take) to overcome them. Plus, you give them the opportunity to help you, if they can.

			***

			If your business has the potential to become a unicorn, VCs are where you want to look for funding. The earlier you are in the growth process, the stronger your case will have to be to convince them to buy in. Pre-revenue companies win VC backing occasionally, but more often there has to be investment from family, friends, and angel investors before VCs get involved. If you choose this path, be prepared to actively collaborate with the VCs to accelerate your company’s growth as fast as possible.
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			Remember Wendy Burton and her company, World Tree? I told her origin story in Chapter 3, and now I want to take you on a closer look at her funding journey.

			Wendy got started with equity crowdfunding. No, it’s not like Kickstarter, where people can pre-purchase products that haven’t been made yet or donate to companies in exchange for rewards. That arrangement doesn’t give the funder any ownership stake in the company, and if the business blows up or gets acquired, there’s no upside for them except the bragging rights of being an early adopter.

			Equity crowdfunding does. It’s not a new concept, but SEC regulations didn’t allow it until 2015. Like reward-based crowdfunding, it’s open to the public, but in return for their money, investors actually get equity shares. Prior to 2021, companies could raise up to $1.07 million dollars per year using this mechanism. Now, the limit is $5 million, which broadens the range of companies that might find this option attractive.

			World Tree was the perfect candidate for this type of funding. The business was simple to understand and tugged at the heartstrings of a huge number of people. I mean, who doesn’t want to help farmers, fight global warming, and make money at the same time? Wendy poured herself into promoting the company, and investors flocked to it.

			But while $1.07 million seemed like a good amount of money at first, World Tree quickly outgrew that limit. World Tree’s business model made it especially capital-hungry: the money they used to plant trees would take years to generate profits that they could reinvest into growth. So, within a few years, Wendy needed a new fundraising solution.

			Instead of going to VCs, she took the next step up the crowdfunding ladder to Regulation A+ and Regulation D offerings. I’ll explain exactly what it means in a minute, but for now it’s enough to say that it gave World Tree access to way more cash, at the cost of more regulatory red tape. Crucially, it allowed them to maintain a broad reach instead of working with just a few big investors.

			Equity crowdfunding is a fairly new and confusing landscape, but don’t let that scare you off. To help you understand the different options, I enlisted the help of Oscar Jofre. He’s a crowdfunding expert and the founder of KoreConX, an all-in-one platform that helps companies raise capital and communicate with shareholders. I also spoke with Franz Hochstrasser, founder of Raise Green, an equity crowdfunding platform focused on local-scale impact investing. (Listen to the full interviews by scanning the QR codes at the beginning of the chapter.)

			If your company has strong public appeal, this is the chapter for you. Crowdfunding is a low-cost, low-risk way to raise capital by offering small equity stakes to many people, including those who normally don’t have access to investments in startups.

			Reaching the Masses

			As Jofre explained in our conversation, before equity crowdfunding regulations were enacted in 2015, most people could not invest in startups. All the investors we’ve talked about so far in this book—angels, VCs, and family offices (covered in the next chapter)—are accredited. That means the government considers them financially savvy enough to bear the risks of investing in unregistered securities, i.e., shares of private companies. Accredited investors include those who make over $200,000 per year, have a net worth over $1 million, or can show sufficient professional experience in handling unregistered securities.

			Non-accredited investors only had access to registered securities: public companies listed on the stock exchange. Those companies have to file extensive, audited financial disclosures with regulators every year. That helps protect “unsophisticated” investors by ensuring that everyone has equal access to verified information about a company’s operations and financial health.

			The problem was that by the time a company went public, it had already conquered the steepest part of the growth curve. That meant non-accredited investors were missing out on the biggest returns (and the biggest risks). For them, the only way to get equity in a startup was to provide capital as a family member or friend, which leaves out the vast majority of people.

			The crowdfunding regulations solve this problem by creating exceptions to the SEC’s standard rules about offering securities to the public. They allow private companies to publicly offer securities (with certain limitations) without having to go public. So, instead of raising a large sum from a few people—as you would with angels, VCs, or a family office (covered in the next chapter)—you can raise small amounts from many investors, including non-accredited ones.

			There are three different forms of equity crowdfunding in the United States: Regulation CF, Regulation A+, and Regulation D. The first two are open to non-accredited investors (regular people) and have limits on the total amount you can raise; the third is for accredited investors only and has no limit. Let’s dive into each one to see which might be the right fit for your company.

			Regulation CF

			Regulation Crowdfunding (a.k.a. Reg CF) is the newest of the three, and it allows you to raise up to $5 million in a year. Anyone can invest, but for non-accredited investors, the amount they invest in all Regulation CF offerings in a twelve-month period is limited based on their income and net worth. If either one is less than $107,000, the limit is 5 percent of whichever one is greater (or a minimum of $2,200). If both are above $107,000, the limit goes up to 10 percent of the larger figure. There’s no annual limit for accredited investors.

			So, if someone makes $40,000 per year and has $30,000 in assets, they could invest $2,200 in a year. If they make $80,000 per year and have $200,000 in assets, their limit is $10,000. If they make $110,000 and have $200,000 in assets, their limit goes up to $20,000. You don’t have to verify these limits for each person—investors are responsible for honestly declaring their financials.

			To make a Reg CF offering, your company has to disclose two years of financial statements, past capital raises, the intended use of the funds, and the names of officers, directors, and major stakeholders. However, the financials usually don’t have to be audited by an accountant. The transactions must happen through an intermediary that complies with certain regulations, and there are now many online funding portals that exist specifically for this purpose. For example, Hochstrasser’s Raise Green is one that focuses on a specific type of offering: local projects that benefit the environment and the community.

			After purchasing shares, investors have to wait one year before selling them. The secondary markets for these securities are still nascent, but they’re growing, which adds to the attraction of this type of investment. If an investor needs to get their money out before the company goes public, they can.

			As Jofre explained, the trade-off for all these limits and rules is the ease and low cost of raising money this way. Virtually anyone in all fifty states can participate, and you can advertise online (including on social media) to raise awareness. You can offer any kind of security, including both equity and debt. Most importantly, you don’t have to pay expensive SEC fees or broker commissions.

			In fact, the only up-front cost is whatever you choose to spend developing and marketing the offering. For example, you might spend money on legal advice, social media ads, or PR placements, but you don’t have to. The funding platform will collect fees for listing the offering and processing transactions, but those come directly out of the capital disbursements, so you don’t need a pile of cash to get started.

			For that reason, Reg CF is one of the lowest-risk ways to raise capital. Of all the fundraising options out there, Jofre said, it’s probably the lowest hurdle to jump after family and friends. Companies that need to raise more than $5 million are even using it to raise the money necessary to pursue a larger capital raise, which typically involves significant up-front costs.

			That said, most of the startups that use Reg CF are early-stage companies that haven’t raised much capital before, except maybe from family and friends. In terms of the amount of money involved, it’s the crowdfunding equivalent of an angel round or seed round.

			However, unlike those options, Reg CF allows the founders to retain full control over the company. Each shareholder owns a tiny amount of equity, and the shares don’t come with voting rights or board seats, so you don’t have to adjust your vision or plan for anyone else. Plus, it’s usually faster. Finding investors and getting them to commit to a deal can take months, but you can put together a Reg CF filing within a few weeks.

			If that sounds attractive and your company can appeal to a fairly broad audience, Reg CF might be the perfect way to gain traction and prove your business model.

			Regulation A+

			Regulation A+ (a.k.a. Reg A+ or Reg A) is an update enacted in 2015 that replaced the old Regulation A. Like Reg CF, Reg A+ allows you to sell securities to both accredited and non-accredited investors. It requires more extensive filings with the SEC, but the trade-off is that you can raise far more capital. For that reason, as Jofre mentioned, a Reg A capital raise is often called a “mini IPO.”

			There are two tiers in Reg A. Tier 1 doesn’t require your financial statements to be audited, and it places no limits on the amount a person can invest. However, it only allows you to raise up to $20 million in a year, and you have to register the offer separately in all fifty states.

			Tier 2 requires audited financial statements, and non-accredited investors can only invest up to 10 percent of their annual income or net worth (whichever is greater) in a year. The upside is that you can raise up to $75 million, and you can sell in all fifty states without registering in each one. For these reasons, Tier 2 is much more commonly used than Tier 1.

			Unlike Reg CF, Reg A places no limitations on the resale of shares. If an investor wants to sell their shares the day after they buy them, they can. The market for this is still immature, so it can take time to find a secondary buyer, and investors often don’t make profits on the resale. However, it’s still an attractive benefit that the investment is liquid, not locked up for years.

			As you might expect, a Reg A capital raise costs quite a bit more than Reg CF. Getting your financials audited and your filing qualified with the SEC could take up to $100,000, and you’ll need additional money for advertising once the campaign starts.

			One way to mitigate the risk of spending all that money up front is to “test the waters” by promoting the offer before it’s available. The SEC allows you to do this and collect “reservations” from prospective investors, stating how much they would like to invest. Not all prospects will convert when the offer goes live, Jofre clarified, but this process can give you some idea of what to expect before spending a big chunk of change on the filing.

			In addition to filing costs, you’ll also need to pay a broker-dealer or registered investment advisor (RIA) to conduct anti-money-laundering and background checks on each investor. This is required by the SEC, and these professionals charge a 1 percent commission on the capital raised for performing this service. They can also help recruit investors, in which case they’ll charge a higher commission, sometimes up to 10 percent.

			As you can see, Reg A is not for companies that need a little cash to prove their concept. It’s more like the crowdfunding equivalent of a series A, B, or even C round with VCs—better suited for companies that have already proven their concept and need a big pile of money to scale up quickly. It takes more money to get started, but it has the same benefits as Reg CF when it comes to speed of fundraising and control over the company. Reg A is almost certainly faster than a VC deal, and shareholders have no influence over your company’s operations.

			Just as with Reg CF, having broad public appeal is important because you’ll need to attract thousands or tens of thousands of investors. If your company can do that, Reg A is an excellent option.

			Regulation D

			Regulation D (a.k.a. Reg D) has been around since the original Securities Act of 1933. It’s “crowdfunding” in the sense that you’re selling smaller shares to a larger number of investors than you would with VC funding. Unlike Reg CF and Reg A, Reg D places no limits on the total amount raised or on individual contributions, but not everyone can participate.

			There are two different rules that govern who can buy shares in a Reg D offering. Under Rule 506(b), you can have an unlimited number of accredited investors and up to thirty-fivenon-accredited. However, the non-accredited investors must have enough business expertise to understand the risks, and you have to provide them with financial disclosures similar to what you would file for a Reg A offering. The drawback to this rule is crucial, Jofre noted: you cannot publicly advertise or solicit for the offering. That can make it extremely difficult to attract investors.

			Under rule 506(c), only accredited investors are allowed, and you must verify that they are indeed accredited. However, you can market the offering just as you can with Reg CF and Reg A, which makes it much easier to attract investors.

			Regardless of which rule you choose to follow, you won’t have to file audited financial statements with the SEC or register the filing in each state. On the other hand, investors can’t sell their shares on the secondary market, and that lack of liquidity makes it a more serious commitment for them. For that reason, it’s important to have a clear exit plan so investors can understand how they will get their money back in the future.

			As with Reg A, you’ll need to work with a broker-dealer or RIA for a Reg D offering. In addition to conducting anti-money-laundering and background checks, it’s typical for them to bring investors to the table. These will include their existing clients (wealthy individuals and institutions) as well as others they can reach through their networks. For this, you can expect to pay a commission of about 5–10 percent.

			Reg D is a good alternative to Reg A, according to Jofre, if you need to raise more than $75 million and want to have access to institutional investors who wouldn’t normally participate in a Reg A offering. Compared to VC funding, it provides the same speed and control advantages of Reg A and Reg CF. If you’re ready to raise serious capital and confident in your company’s ability to attract a large number of investors, consider using Reg D.

			Tips for Success

			The first key to a successful crowdfunding campaign is telling a great story. I know, that’s true of any capital raise, but it’s especially important here because you have to convince a lot of people to buy into your company.

			You’re no longer talking to a few sophisticated investors who have deep business knowledge and understand your industry. You’re not building one-on-one relationships with each person who writes you a check. You’ll never even speak to the vast majority of them.

			Instead, you’ll be pitching in brief snippets delivered via social media, online publications, and your broker-dealer or RIA financial advisors. You’ve got to capture people’s attention in the time they spend looking at an Instagram post or reading an article headline. Remember that one-minute elevator pitch you developed back in Chapter 4? Now you only have a few seconds to deliver it.

			Not all businesses are cut out for this, as both Jofre and Hochstrasser mentioned in their conversations with me. Elevated technology that’s way beyond the grasp of the average person and won’t noticeably impact their daily life is probably not going to do well with crowdfunding. If it’s tough to get your family and friends interested in what your business does, you’re going to have a hard time with everyone else too.

			If your product or service is something people can easily understand and get excited about, you’ve got a better chance at success with crowdfunding. Your odds are even higher if you’re a savvy marketer (or you have one on your team) and have already built an audience for your business. The quicker you can get a compelling message in front of the right people, the better your capital raise will go. If you’re not confident in your audience and messaging, you may want to dedicate some time and resources to get those right before launching a crowdfunding campaign.

			Choosing the right broker-dealer is another crucial step in a successful Reg A or Reg D offering. (They can also help with Reg CF offerings, although it’s not required.) If you remember from Chapter 5, a broker-dealer is a financial services institution regulated by FINRA that buys and sells securities. They might already have significant assets under management that they could invest in the offering, and they have registered investment advisors who can raise additional capital from individuals and institutions. They can also advise on deal structure and serve on advisory boards.

			Not all broker-dealers work in the private equity space, and those that do will have differing levels of experience helping startups raise money under these regulations. It’s important to do your research before committing to a firm. Look for someone who has a strong track record for this type of work and has raised funds for other companies in your industry. Do a Google search and use the website FINRA BrokerCheck to see if there’s a history of infractions, penalties, fines, or lawsuits.

			When you interview a broker-dealer, ask them to explain exactly how they’ll assist with the capital raise. If they’re going to charge a big commission to help find investors, you should expect them to work with their financial advisors to organize a road show and get your company’s name out there. You want to partner with someone who can help ensure success, not just collect a commission for letting you use their platform.

			When your offer is finally live and you start bringing on shareholders, treat them like brand ambassadors. Communicate frequently and openly about the company’s progress and encourage them to talk about their involvement with you. That makes them feel like insiders and builds trust, which makes them more likely to invest with you again in the future.

			***

			Crowdfunding can give you more than just money. It can build a community of people who are grassroots advocates for your company. The mechanism empowers people to make a difference in the world with a small amount of money, and even though each investor might only contribute a few hundred or a few thousand dollars, the emotional connection is stronger than the money would suggest.

			If your company does something that people can get excited about—especially something they might actually benefit from in the future—crowdfunding could be your best fundraising option, particularly in your company’s early days. It’s an excellent alternative to angels and VCs, especially if you don’t need (or want) a professional investor to guide your growth.
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			In 2011, Molly and John Chester took the first steps toward a long-held dream: to have their own farm. Not just any farm, but a farm that would work in harmony with nature, using biodynamic agriculture practices that would regenerate the soil and create a thriving, diverse ecosystem that would produce food in a truly sustainable way. Building Apricot Lane Farms was a huge undertaking, as they show in their documentary The Biggest Little Farm. The film spans the first nine years of the farm’s life and shows how they struggled to turn an apparent wasteland into what looks like the Garden of Eden.

			You can find the movie on various streaming platforms, and it’s absolutely worth watching. Not only is the story riveting and moving, but the cinematography is gorgeous, thanks to John Chester’s previous career as a wildlife videographer. If you’re in the mood for two hours of learning and inspiration, look no further.

			But if you watch it, you’ll probably ask the same question many other viewers did: where did the money come from? A 200-acre farm near Los Angeles doesn’t come cheap, and neither does the state-of-the-art infrastructure they built, the crops they planted, or the labor required to maintain all that land. Plus, it takes years for a farm like that to become productive enough to generate meaningful revenue. The Chesters explain at the beginning of the film that they didn’t have the money to do this by themselves—they found an investor.

			That investor was a family office.

			A family office is an organization that manages the wealth and affairs of one or more high-net-worth families. That includes their investments, which means family offices can be a source of capital for entrepreneurs. Because they aren’t hampered by the same rules and demands as institutional investors or venture capitalists, they’re often highly motivated by impact and more patient for financial returns. That makes them excellent partners for long-term, impact-oriented projects like Apricot Lane Farms.

			To learn more about the inner workings of family offices, I talked to Adam Rein, co-founder of CapShift (listen to the full interview by scanning the QR code at the beginning of the chapter). Adam started out as an entrepreneur in the climate change space, then used that expertise to help family offices build impact-oriented investment portfolios. CapShift, a spin-off of that effort, is a technology platform that helps investors—family offices as well as financial advisors, foundations, and others—discover impact investing opportunities, build their own portfolios, and monitor their investments. Rein has collaborated with many family offices over the last decade, which makes him the perfect person to provide a full picture of how they operate and how entrepreneurs like you can work with them.

			What Family Offices Want

			Family offices are professional financial firms that manage millions, sometimes billions of dollars. However, Rein explained that compared to other big investment institutions, they’re much less homogeneous. They can be as different as the families they serve, especially when that’s just one family rather than a group. They’re often intimately involved with their clients, managing not only their investments but also their taxes, accounting, estate planning, legal needs, travel, expenses, and more.

			That means the investment process can be tailored to each asset owner. They can set whatever rules they want on how they go about sourcing, evaluating, and managing their investments. Different families have different ideas about what makes a good investment, and they don’t have shareholders or anyone else to answer to. They often focus on opportunities that leverage the expertise they’ve built in whatever industry their wealth comes from. For example, families in the real estate business tend to like real estate deals, including ones that might seem too risky or unusual to less knowledgeable investors.

			Investment sourcing tends to be network-driven—in other words, family offices prefer to find investments through trusted relationships. As Rein explained, this both shields the family from being bombarded with pitches and gives them access to unique deals other investors can’t get. Deals also tend to be opportunistic because most of the time, family offices aren’t on a strict timeline and don’t have onerous due diligence requirements. They can afford to wait around for the right opportunity, and they can pull a deal together quickly (sometimes in as little as six weeks) when something great comes along.

			Another common tendency is for family offices to be more interested in creating good cash flow than betting on the next unicorn. They often make their fortunes in cash flow businesses, so they understand the value of that. Plus, they like to reduce their risks and be tax efficient, which are advantages cash-flow-oriented businesses can provide.

			The size and purpose of the investment depends entirely on the specific investor. Some family offices do multimillion-dollar venture capital or private equity investments. Others focus on seed or angel-level investments, and many also set aside money for “charitable” or impact-driven investments.

			In fact, Rein’s work with family offices often focused on these earmarked piles of philanthropic money. When families establish a charitable foundation or set aside money for future charitable giving, they often realize that it makes little sense to put those dollars in typical investments that might be at odds with the impact they want their gift to create. They’d rather create a portfolio that aligns with their values, which is exactly what they hire people like Rein to help them do.

			According to Rein, the younger generations and women of wealthy families have been pushing the impact agenda closer to the forefront in recent years. The same is true of families who have made their wealth in tech and finance. They tend to take an innovative approach to philanthropy that includes driving impact through business as well as, or instead of, nonprofits.

			Terms of a Family Office Deal

			Just as family offices differ in what they’re looking for, the terms of their deals run the gamut. Some families want passive investments and don’t seek to be involved as board members or advisors. Others want their investments to be like extensions of their family business—strategic partners who share resources or collaborate closely. That’s a broad spectrum of involvement, and a given family office can fall anywhere in between.

			It all depends on the specific investor and their goals for this particular deal. One important factor to consider is that unlike most other investors, especially large ones, family offices don’t face any pressure to exit on a specific timeline. If the partnership is right, they may be willing to hold on to an investment for a long time, possibly even decades.

			If you get the chance to pitch to a family office, try to find out ahead of time what they’re looking for so you can position your opportunity in a way that fits their needs.

			Connecting with Family Offices

			As Rein pointed out, getting in touch with family offices is challenging by design. These investors want hidden gems and don’t have a lot of time to spend looking for them, so they have other people filter for them. To get their attention, you’ll need an introduction from a trusted connection, which means you have to get plugged into the same network.

			This is tricky but not impossible. Platforms like AngelList can steer you toward people who are likely to be well-connected in the investing world. As you do this networking, remember that trust is the key. You’ll have to go beyond superficial introductions to find your way into a family office.

			For that reason, Rein doesn’t recommend that entrepreneurs focus their fundraising strategy only on family offices. It’s great to be aware of them and position yourself to get noticed by them, but there’s a limited amount of proactive action you can take to make a family office deal happen. Pursuing other avenues in parallel will increase your chances of success.

			***

			As you’ve seen, family offices are elusive, but they have some major advantages that other investors don’t—namely, big funds with few rules. The world of family offices is diverse, so it’s hard to make generalizations about what they want and how they make investment deals. If you manage to connect with one, find out as much as you can early on about their specific outlook. Use that information to help you craft a pitch that speaks directly to their needs.
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			Ever since I learned about World Tree, I was eager to join their crusade to change the world by farming Paulownia trees. I wanted to do more than just invest—I wanted to grow the trees myself. I imagined a beautiful piece of land that would serve not only as a tree farm but also as a corporate retreat. It would have a big house where people could come to think and talk among the trees, which would also create an opportunity to spread the word about investing in Paulownia tree farming.

			That vision required significant capital to purchase the property, plant and raise the trees, and set up the retreat center. Revenue from retreats would help offset some expenses for the first few years, but the big profits wouldn’t come until a decade down the road, when the first full harvest came in.

			At first, I considered doing a traditional capital raise. My plan was to offer debt, with interest-only payments for ten years and a balloon payment at the end—their initial investment back or the value of the harvest, whichever was greater. I even had a few people already lined up.

			Then I talked to Ken LaRoe. He’s not your typical banker. After building his career at Florida Choice Bank, where he was chairman, CEO, and president, he left to start his own bank. It was called First Green Bank and focused on loaning to businesses that were actively seeking to protect and improve the environment. He grew that bank for ten years and sold it in 2018, only to start another bank, Climate First Bank, with a similar mission.

			Normally, a project like mine would be a long shot for getting a bank loan. The business was still just a concept, with absolutely no revenue and no history. However, I had a strong personal record as an entrepreneur, the business plan was convincing, and the property we planned to buy was good collateral. Most importantly, the project was perfectly aligned with the mission of Climate First Bank.

			So, last June, the bank loaned us the money to buy Cally Farms, a 360-acre former cattle farm and hunting retreat south of Atlanta, Georgia. We’ve already planted 4,500 Paulownia trees, refocused operations on sustainability, and started offering the house as an eco-retreat center. Visit www.CallyFarms.Eco to learn more.

			Banks aren’t the first place most startups look for funding because they have to follow strict underwriting guidelines for every loan. Early-stage businesses just don’t have the history that’s normally required to convince loan officers of their creditworthiness. However, that doesn’t mean banks are never the answer. There are a few situations where a bank loan might be a feasible source of capital for growing your business. If any of them apply to you, it might be the cheapest fundraising option of all because you don’t have to give up equity.

			For this chapter, I consulted with LaRoe to get the inside scoop on exactly how entrepreneurs can use banks (listen to the full interview by scanning the QR code at the beginning of the chapter). You’ll learn what it takes to get a loan, what other financing options might be available, and what kinds of projects banks like best.

			How to Be Underwritable

			Banks have to be extremely careful with their loans because the money isn’t theirs. It belongs to the depositors, who trust the bank to safeguard it and make it available to them whenever they ask for it. Plus, regulators keep a close eye on banks to make sure they’re not taking undue risks with depositors’ money, as LaRoe explained when we spoke. There’s no room for big, ugly losses in that business model.

			So, bankers go to great lengths to make sure loan applicants will, in fact, pay the money back. That’s why banks love to make loans for things like property and vehicles. If the borrower can’t pay, at least the bank can repossess the collateral and sell it.

			But growing businesses often need capital for things that don’t make good collateral, like marketing, payroll, R and D, and inventory. Before a bank hands out money for those things, they want plenty of evidence that the business will be able to pay when the loan comes due. That includes several years of profitability, solid financial projections, a strong management team, no legal or public relations problems, and a business owner with high personal creditworthiness.

			Ideally, you would start setting the stage for this one to three years before you need a loan, LaRoe said. Although many business owners try to funnel as many expenses as possible through the business to reduce their taxes, this is the opposite of what you want to do to impress a bank. Loan officers love to see lots of profit, so it’s actually better to be conservative with your expenses. Of course, your finances should be fully above board and in excellent order, and your taxes paid on time.

			Short-Term Financing

			If showing multiple years of profitability is impossible for you now (as it is for so many early-stage businesses), don’t give up hope on bank financing just yet. Businesses that can’t qualify for long-term loans can sometimes get short-term bank financing instead. There are several different types, and the longer the loan term is, the more stringent the application requirements. The flip side is that shorter-term loans are much more expensive.

			Short-term business loans usually must be repaid in full within a year or less. That’s not very helpful for capital needs that will take a long time to bear fruit, but it can be very useful for things like building inventory of your product, especially if it’s already selling steadily. It could also be used for an equipment upgrade or facility change that will immediately boost your profitability.

			A line of credit performs a similar function. Instead of a loan with a fixed amount and repayment schedule, a line of credit gives your company access to cash whenever you need it, up to a certain limit. When you first open a line of credit, the bank may monitor how you spend the money to ensure you’re using it for legitimate business purposes. You only pay interest on the amount you’ve actually drawn from the line, and you don’t have to pay it off right away. Typically, banks like to see the line fully paid down for 30–60 days at least once a year. If you can, opening a line of credit before you need it and using it judiciously is a good way to build your company’s credibility.

			If you can’t qualify for either of these but you have uncollected accounts receivable and need cash fast, you can use those accounts receivable to raise money through a process called factoring. With traditional factoring, you sell the accounts receivable to a third party (a factor) at a discount, and they proceed to collect the accounts for themselves. With bank factoring, the bank uses the accounts receivable as collateral for a short-term loan. However, this solution is so short-term that it’s rarely useful for fueling business growth. It’s more like a stopgap solution if you’re running low on cash and have no other options.

			Good Uses for Bank Loans

			There are certain types of projects that have a better chance of getting bank approval even if you don’t yet have the track record to prove your company’s creditworthiness.

			One of these is acquiring another company, especially one that has an existing cash flow. If you can show that the acquisition will make the combined business more profitable and the new revenue stream can service the loan, you’ll make a compelling case for loan officers.

			Another good project is investing capital in something that would replace an existing ongoing expense. Examples of this include buying an office instead of renting, or installing a solar system instead of paying electrical bills. If the loan payment is comparable to what you’re already paying on a regular basis (and have been for several years), a loan officer is likely to find it believable that you would be able to service the loan. Plus, if you’re buying office space and will occupy more than half of the building, you can qualify for a Small Business Administration loan that allows you to borrow up to 90 percent of the property’s value.

			Loans are also good for buying equipment or facilities that would massively increase your capacity and profitability. In that case, you’ll need to show exactly how that would happen and prove that there is sufficient demand to justify the expansion. If the financial projections are sound, this could be an attractive proposition for a bank.

			If you want capital for something else—like, for example, hiring more people—you might find that getting a loan for one of the things mentioned above could free up your existing capital for what you really need. For example, it could be that if you buy office space instead of renting, your monthly payment would actually go down, allowing you to fund some other need in the company.

			***

			As LaRoe explained, few startups use banks to fund their growth because it’s difficult for young companies to meet the strict requirements for a bank loan. However, it’s not always impossible. Maybe your business has been around for a few years and has the financial statements to convince a loan officer of your creditworthiness. Even if you don’t, maybe your previous track record in business and your personal creditworthiness are enough, especially if the money will go toward something that can be used as collateral.

			It’s a tough bar to meet, but if you can do it, the interest on a bank loan will cost you much less than what you might give up in equity to other types of investors.
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			Sometimes, cash is all you need to grow your business. You can use it for marketing, production, talent acquisition, research, and all kinds of other things that help generate revenue. But some things—especially intangible assets like brand value or a loyal customer base—have to be built over time. Those things can be just as useful (sometimes even essential) for growing your business, but you can’t just buy them.

			Not unless you buy a company that already has them…or get bought by one.

			That’s what Andrew Sherman specializes in. He’s a “growth strategies” attorney, meaning he helps businesses grow through mergers, acquisitions, joint ventures, franchising, and other types of deals. His devotion to supporting entrepreneurs goes all the way back to the founding of Entrepreneurs’ Organization in 1988, when he helped file the articles of incorporation.

			For his clients, mergers and acquisitions (M&A) is often the fast track to explosive growth. Take the story of a biopharma startup he worked with (which we’ll keep anonymous, since the deal was private). The pharmaceutical business is a long, complex game with a maze of regulatory obstacles that can take years to conquer before any revenue comes in the door. Instead of trying to raise an enormous pile of investor money to navigate it themselves, the founders aimed to get acquired by a Big Pharma player. Those companies already have the infrastructure, capital, and expertise to handle the regulatory demands and manage the risks involved.

			So, from their earliest days, they identified target buyers and mimicked their corporate and governance structure. As they grew, they focused relentlessly on doing the things that would make them attractive to Big Pharma companies. When they raised seed capital, they were careful not to bring on investors that might object to an acquisition deal or cause problems during negotiations.

			Their preparation paid off. Eventually, they sold to a Big Pharma company for more than six times the expected price, and they stayed on with the parent company to help direct the continued growth of their product.

			In that case, the founders sold their company to get the business infrastructure they needed to grow. In other circumstances, buying or merging with a company can achieve the same goal, even if your company is small. It’s all about bringing companies together to create much more value as one unit than they could on their own. In this chapter, Sherman and I will help you explore both options (listen to the full interview by scanning the QR code at the beginning of the chapter).

			M&A isn’t the right path to growth for everyone. It requires careful planning and can go very wrong if the companies involved aren’t a good fit or the terms of the deal aren’t favorable. However, when done well, it can lead to massive growth at a very low cost.

			Entrepreneur as Buyer

			My career started in accounting, and I grew to own tax practices and grew to thirty-three offices and grossed about $8 million per year in tax preparation fees. We had a customer base of 37,000 business owners who trusted us with intimate knowledge of their finances and came to us for advice on financial decisions. I knew that if we could offer them more services, like financial planning and investments, we could probably triple our revenues on our existing client base alone.

			So, I started buying financial planning businesses, bringing in existing broker-dealers and registered investment advisors to become part of the tax business. Not only did our revenues increase, but we also became more efficient because our larger organization could consolidate and cut the costs each business had been carrying alone.

			Plus, each acquisition brought in valuable assets that we could leverage. For example, one firm had a clearing agreement with TD Ameritrade, which we didn’t have. Within three months of buying them, a potential client with a billion dollars of investable assets came in and said they could only work with us if we cleared through TD. People had told me I had overpaid for that firm, but by investing just a little extra, I got assets that I could leverage for a much bigger return almost immediately.

			That’s what acquisitions are all about: finding assets that you can buy for one dollar and turn into ten dollars within a few months or years. Those assets could be a brand, a customer base, intellectual property, physical property…there are really no limits, as Sherman explained when he spoke with me. The key is that they’re worth more to you (ideally a lot more) than to the business that owns them now. By bringing them into your business, you can generate value that neither business could create on its own.

			One famous example of this is how Tide expanded the use of its brand to generate new revenue streams. Instead of sticking to just laundry products, they started buying laundry service businesses and created a whole chain of Tide brand dry cleaning and laundry shops. The value of the brand is so strong that Tide can make more money running a shop like that than an independent owner with no brand ever could.

			While the right acquisition can be a huge boon to your business, going through this process can also be a huge distraction. If you’re still working heavily in your business (versus on it), you might not have the time to engage in this pursuit. It takes time to look for targets and negotiate a deal, and you’ll need a good management team to run the business while you focus on the acquisition.

			Entrepreneur as Seller

			People sell their businesses for lots of different reasons, according to Sherman. Sometimes, as in the case of the biopharma startup, it’s part of the scaling plan from the very beginning. Even if it’s not, companies that do very well in the early stages of growth often find themselves attracting the interest of buyers. If you’ve generated impressive momentum or have become a “fly in the underpants” of your bigger competitors, don’t be surprised if you start getting acquisition offers.

			Those are positive reasons to sell. That doesn’t mean you necessarily should sell—there are many factors to consider on that front—but it does mean a deal could be a big win for you. If you have these advantages, your business is in a position to command a hefty price and excellent deal terms.

			(Of course, there are also plenty of negative reasons to sell, like personal issues, a desire to retire, or problems with the business itself, such as competitive pressure, outdated products and services, shrinking margins, and broken supply chains. Those situations are more about getting out of the business than growing it, so we won’t focus our attention there.)

			If you’re building great momentum and looking for a buyer to take your business to the next level, there’s one key to remember: it’s about them, not you.

			Put yourself in the shoes of the buyer for a minute, Sherman advised. What value does your business create for them? How does it fit strategically with what they already do? It doesn’t matter what value you see in it as the founder. What matters is how they see it and what they’re willing to pay for it, and that’s what most sellers forget.

			As soon as you decide that your goal is to sell, start building the business people want to buy. Identify your top five prospective buyers and ask yourself what you can do every day to create value that’s meaningful to them.

			Another one of Sherman’s clients, a startup from the Southwestern US, did this beautifully. In this company’s industry, building a following was crucial, and the founder leveraged his skills in branding and marketing to do exactly that. He made the company highly visible on social media and made the rounds on industry podcasts. By the time Sherman started reaching out to potential buyers, they all knew exactly what company he was talking about before he even finished describing it. The founder had made his company not only an irritant to competitors but also the “it” thing that everyone was talking about, and that was exactly what buyers wanted.

			Notice that in both this story and the biopharma one, financial figures like EBITDA (earnings before interest, taxes, depreciation, and amortization) didn’t come up. They’re not completely irrelevant, but they’re not the standard measure of business performance that they once were. There’s a massive amount of value in intangible assets that don’t show up on the balance sheet—things like brand value, an audience, relationships and connections, intellectual property, expertise, and business systems. The more our economy trends toward tech and services, the more important these things become in terms of valuing a company.

			To get the best deal when selling your company, it’s crucial to cultivate and harvest those intangible assets. Recognize what yours are, nurture them, and consider how they could generate financial returns for the buyer. If you don’t, you could end up leaving millions of dollars on the table. For more on this, check out Sherman’s book, Harvesting Intangible Assets.

			It’s worth mentioning that even when you want to sell your company and get a fortune for it, selling might not be the victory you expect. For many entrepreneurs, letting go of their business means losing their sense of purpose and direction in life. I’ve seen plenty of founders cash out and then flounder, with no outlet to pour their passion and energy into.

			So, if you’re considering selling, take some time to envision what life will look like afterward. Could you keep working under the new ownership in some capacity? Would you want to once you’ve ceded control over the direction of the company? If not, what will you do next? Answering these questions in advance will help you avoid making a sale that you later regret.

			***

			While M&A certainly doesn’t fall under the umbrella of traditional fundraising, sometimes bringing two companies together is a powerful way to drive growth, which is what this book is really about. If you’ve never considered this path, take a moment to think about what you’ll do with the money you plan to raise. Will you use it to build assets that another company already has? Instead of doing that, might it make more sense to bring those companies together, either by buying them or selling your company to them? Under the right circumstances, M&A can get your company the assets it needs faster and cheaper than traditional fundraising.
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			SPAC stands for special purpose acquisition company, a unique kind of corporation that has been around for decades but was relatively rare until the last few years. While it’s still highly unlikely that any given startup would get acquired by a SPAC, it’s worth understanding how they work and whether your company might be a good target for a SPAC.

			For expertise in this area, I talked to Peter Diamandis, the world-renowned entrepreneur who created the XPRIZE Foundation, has written multiple bestselling books, and co-founded Singularity University. He has been involved in creating and running multiple SPACs in recent years, giving him an insider’s view that precious few people share. (Listen to the full interview by scanning the QR code at the beginning of the chapter.)

			SPACs are also called “blank check companies” because they raise money from investors for the purpose of acquiring a business before they’ve identified the target. They consist of a CEO and board of directors who specify a mission and purpose but have no actual business—yet. The SPAC sells shares at $10 each, and that money goes immediately into a trust. The board has two years to use the money to acquire equity in one or more companies that fit the mission.

			The total size of a SPAC is typically in the hundreds of millions, so in scale, they are similar to series B or C venture capital rounds. Like VCs, SPACs are looking for a hockey stick growth trajectory—something transformational that can grow in a big way. That usually means technology. In fact, the first SPAC to capture widespread attention invested in Virgin Galactic, Richard Branson’s space flight company. Many others have followed in the space industry as well as other cutting-edge tech sectors.

			As Diamandis explained in our conversation, the difference between SPACs and VCs is that SPACs are publicly traded. That means they can raise money from anyone, but it also means the target company needs to be public-ready, with a sophisticated management team and all their finances in order (and preferably profits on the books).

			The advantage of being acquired by a SPAC is that it’s a way to become publicly traded without having to go through an IPO independently, which is much more onerous. You get immediate liquidity (within certain parameters), employees can participate in the equity, and you don’t have to go through additional capital raises later.

			However, the SPAC gains a significant amount of control over your company, even if it buys a minority stake. Plus, going public introduces a new level of regulatory scrutiny from the SEC that you might not want to deal with. If there’s another target company involved, the merger may require restructuring that could negatively impact your staff.

			Typically, SPACs go searching for acquisition targets, not the other way around. So, even if this path does sound like a good fit for your company, it’s tough to actively pursue. According to Diamandis, the best way to do that is to make your business as attractive as possible and put yourself in close proximity to people who are involved in SPACs.
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			Dan Sullivan is a master of collaboration.

			You might know him as the author of Who Not How, the voice behind the Multiplier Mindset podcast, or as Forbes once called him, “the world’s #1 business coach.” Sullivan has been teaching entrepreneurs how to grow their businesses for over thirty years, and he has become a lynchpin of the global entrepreneurial community. You know—one of those people everyone seems to know. That’s no accident.

			Sullivan’s core business is Strategic Coach, which provides group coaching for growth-minded entrepreneurs around the world. Sullivan himself is a certified business genius capable of providing plenty of value to his coaching clients on his own, but he doesn’t stop there. He’s obsessed with continually adding new value to the program by leveraging the talents of other people.

			Whenever he meets other entrepreneurs with great ideas and remarkable skills, he finds a way to do something with them. Many times, that means having them teach at his coaching workshops. No money is exchanged in these collaborations, but everyone wins. Sullivan’s clients get the value of the guest’s expertise, the guest inevitably attracts new clients for their own business from the audience, and Sullivan’s program builds its reputation for being the place to make valuable connections and get outstanding results.

			Sullivan’s collaborations go way beyond that, though. He also co-authored a book with Dr. Benjamin Hardy, an organizational psychologist and a world-renowned blogger on self-development for entrepreneurs. He and Peter Diamandis (Chapter 13), a serial entrepreneur and bestselling author, co-host the Exponential Wisdom podcast and co-created a coaching program called Abundance 360. When Sullivan finds an opportunity to combine his ideas with those of someone else to create massive new value, he goes for it.

			That’s the essence of collaboration: creating brand new value through partnerships with other people who want to serve the same end user as you. It’s not a fundraising mechanism in the sense of trading debt or equity for cash. It’s simply an underutilized way to generate new revenues that can fund the expansion of your business.

			The beauty of it is that great collaborations often involve no up-front exchange of money. You and your collaborator only need to invest the time and energy to combine your skillsets and make something new. That new thing is what generates financial returns for both of you. So, if you can find the right opportunities and execute them well, collaboration is by far the least expensive way to grow your company.

			In this chapter, you’ll learn how to identify collaboration opportunities for your business and how to make them run smoothly so you and your collaborator can both enjoy the benefits. To help with this, I consulted Sullivan himself, who has been a collaborator of mine for many years (listen to the full interview by scanning the QR code at the beginning of the chapter).

			Make Big Connections

			Most entrepreneurs start out as lone wolves. That’s understandable—starting your own business means making a deliberate choice to break with the “typical” way of living and working, relative to most of the people around you. You’re choosing to engage directly with the market, whereas most people want plenty of buffers and security measures (like employers) around them. When you first start out, you’re not likely to know many other people who are taking the same path.

			That’s okay, but a lone wolf can only do so much. If you want to grow fast and make a big impact, you need a pack. You need to make connections with other people in your business space whose skills and ideas can complement yours. Sullivan’s advice is to look for people who have opportunities that mean little to them but a lot to you, and ask yourself how you might have the same for them.

			Perhaps the easiest way to understand this is through cross-referrals. For example, I know a guy—let’s call him Lee—who sells group health insurance. He doesn’t do 401(k)s, but his clients love his service and trust him, so they ask him who he uses for 401(k)s. He sends them to me, and whenever my clients ask me about group health insurance, I send them to Lee. There’s no need to compensate each other for the referrals except by responding in kind, and we don’t step on each other’s toes by encroaching on the other person’s business.

			Collaborations can get much more creative than mutual referrals, though. As Sullivan said, the best collaborations actually create something new out of what each party brings to the table.

			For example, World Tree—the tree farming company I’ve mentioned throughout this book—is built on a collaboration with farmers. Partner farmers don’t have to pay anything up front to plant the trees on their land, and in exchange, they get to keep half of the harvest when the trees mature in about ten years. The investors who paid for the trees get the other half, which is a great return on their investment. By coming together, both the investors and the farmers win in ways they couldn’t have done separately.

			This book is another example of a creative collaboration, or rather, a series of collaborations. Through my connection with Dan Sullivan, I met Tucker Max, who is one of the people Sullivan often brings into his Strategic Coach workshops. Max is a four-time bestselling author and founder of Scribe Media, a company that helps aspiring authors write and publish their books. I decided to work with Scribe on this book, and in spite of a somewhat rocky start, I found a writer at Scribe who was the perfect partner to pull all the ideas out of my head and organize them. Then, I found over a dozen experts who were willing to contribute their knowledge to the book simply in exchange for being mentioned and getting featured on my podcast. This book was the work of many and will benefit all those who helped create it.

			It all starts with relationships. Look at your network—your colleagues, professional acquaintances, even family and friends. Look at the people you wish were in your network—the ones whose emails, articles, podcasts, or videos you follow. Look at the other organizations in your space—not your direct competitors, but the adjacent ones who target an audience like yours. The universe of possible collaboration partners is bigger than you think.

			How to Collaborate Well

			Collaborations can create massive value, but they can also go massively wrong if managed poorly. I’ve had partnerships and joint ventures that turned sour, and it’s a painful experience for everyone involved. Here are four guidelines to making your collaboration successful.

			Reach out with sensitivity. If your prospective collaborator is someone you know well, you probably don’t have much to worry about on this front. However, if you’re strangers or just acquaintances, they’ll be less inclined to entertain your proposal, if you even get that far.

			The keys to overcoming that barrier are to be authentic, respect their time, and show what’s in it for them. Being authentic means not turning yourself into a sleazy salesperson. You’re just two human beings having a conversation, so write (or talk) like it. Respect their time by keeping the message short. Say just enough to give them a clear idea of what you have in mind, but leave out the nitty-gritty details. If they want to know more, they’ll ask. In that short message, be sure to explain how the collaboration would benefit them and why you think they’re the perfect person for it (everyone likes to have their value recognized). And of course, don’t forget to thank them for their time.

			Minimize the money factor. I don’t have any statistics on this, but I would bet that the vast majority of failed collaborations come down to disagreements over money. That’s why collaborations work best when questions of financial investment or future gain are eliminated or settled in advance.

			For example, the cross-referral collaboration model involves no exchange of money at all. When Sullivan brings experts into his coaching workshops, he doesn’t pay them, and he also doesn’t ask for a cut of their revenues from clients they find there. The experts I interviewed for this book were not paid. They gained exposure, I gained content for the book, and hopefully, we’ll all (separately) generate revenue from the project.

			However, money questions are sometimes unavoidable, especially when your goal is to grow your business massively. If that’s the case, it’s best to answer them in advance, in detail, and in writing. For example, World Tree’s contracts for partner farmers and investors spell out very clearly exactly what each party is entitled to over the course of the relationship, including provisions for when things don’t go as planned.

			Vet your collaborator. Make sure you’re collaborating with someone you can trust. At a minimum, do a thorough internet search and ask around in your circles to get a sense of the other person’s reputation. The last thing you want is to find yourself inadvertently working with someone who doesn’t follow through, doesn’t communicate openly, or has a trail of bad press and legal problems.

			You should also look for signs of their level of commitment and excitement about the project before you start. Are they looking to skate through it just to reap the benefits, or are they a full-fledged partner who is ready to put in their fair share of effort? Take some time to get to know them and see what it will be like to work with them. This should not be one-sided.

			Be transparent and have a plan. We already talked about answering money questions in advance, but there are plenty of other things to decide. What are each person’s roles and responsibilities? How will you communicate? What exactly is your goal, and how will you know when you’ve achieved it? What steps will you take to get there?

			Don’t just dive in without laying all these things out on the table. Put it in writing so that if there’s ever any question of what’s supposed to be happening, it doesn’t become a battle of he-said-she-said. Of course, plans change, and that’s fine. Just keep a record of it and make sure everyone is on board with being fully above board.

			***

			Of everything you’ve read in this book, collaboration has the lowest bar to getting started. All it takes is creativity and a willingness to work with others. If nothing else, it’s worth taking a few hours to brainstorm ideas for collaborations that could grow your business. Could you create a referral network? Share something in exchange for getting access to someone else’s audience? Partner with someone to create a new product, service, or event? Write a book?

			I’m willing to bet at least one of those ideas could be a possibility for you. Don’t hesitate to dream big, sketch a plan, and reach out to potential partners. The worst they can do is say no, and if they say yes, the upside could be beyond your wildest expectations.
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			Not too long ago, a mega-successful entrepreneur sold 75 percent of her company to a private equity firm for $900 million. That’s a pretty great result, right? After years of hard work growing her business, she was finally able to convert the wealth she had built into a huge amount of cash that she could enjoy and use to fund future ventures. She was generous with the money, too. As a thank-you to her team, she gave every one of her 500 employees $10,000 and a pair of first-class airline tickets to anywhere in the world.

			It sounds like a win for everyone, but the truth is, it could have been much better for both her and her employees if she had also done an ESOP—an Employee Stock Ownership Plan.

			She could have deferred or eliminated her entire tax burden, and each of her employees could have earned retirement benefits in excess of $1 million. Fancy vacations are nice, but isn’t the gift of a lifetime of financial security better?

			I heard this story from Richard Harmon, an ESOP genius. He works with CSG Partners, a firm that specializes in setting up and obtaining financing for ESOPs for all kinds of companies. With his help, I’ll explain exactly how ESOPs work and why every entrepreneur should consider creating one (listen to the full interview by scanning the QR code at the beginning of the chapter). It’s a powerful way to both generate capital and reward your employees for their dedication to your company.

			How ESOPs Work

			As Harmon explained, an ESOP is a retirement trust that invests primarily in an employer’s securities. In other words, the ESOP buys shares in your company and allocates them over time to your employees. When an employee leaves the company or reaches retirement age, their shares are sold back to the company. The employee receives the current value of those shares and can roll those amounts tax deferred into their IRA or 401(k) plan.

			Here’s an example. Let’s say, for simplicity, that you own 100 percent of the company. You create an ESOP, which means your company sets up the ESOP trust fund (ideally managed by an institutional trustee). You and the trustee negotiate a fair value for the company—let’s say $10 million, divided into 10,000 shares total. You decide to sell 3,000 shares to the ESOP, and in exchange, $3 million would come out of the company and go to you.

			That $3 million can come from several different places, according to Harmon. If you have accumulated excess cash piled up in your company, it can come from there. If not, you’ll need financing, which can come in the form of a bank loan or other types of investors. If you can’t find financing for the entire amount, you can finance part of it yourself with seller notes, which are essentially IOUs from the ESOP to you.

			The company arranges financing on the trust’s behalf and pays off that loan over about five years. Shares are allocated to employees in proportion to their salaries over fifteen or twenty years. As I mentioned earlier, they get to sell their shares when they leave the company or reach retirement age. Plus, if the company gets sold to other investors in the future, generally the ESOP shares are included in that transaction, so that could be another opportunity for employees to cash out early.

			To sum it up: you receive $3 million fair market value for your shares, your employees get $3 million worth of stock in your company, and if you finance the transaction, the company pays off the $3 million loan over time.

			The Benefits of an ESOP

			ESOPs create loads of benefits for you and your company, both financially and culturally. That’s why Harmon is such an ESOP evangelist and why he’s so proud of the impact he makes on the companies who hire him.

			First of all, regardless of where the financing comes from, the key is that it often doesn’t require any personal guarantees from you. The loan is to the company, not you. If for some reason the company is unable to service the debt, your personal assets are not at risk.

			Another key benefit is that the company pays off this debt with pre-tax dollars. That’s because the value of the shares sold to the ESOP is deductible by the company. In effect, your company can pay off the loan up to twice as fast as it could pay off a normal loan.

			The tax benefits for your company go beyond that. For S corporations, you can even make the company tax-free in perpetuity. The tax implications of ESOPs can get pretty technical, so I won’t get into the nitty-gritty details here, but it’s enough to say that the benefits can be massive.

			There are tax benefits for you as an individual, too. Normally, receiving a $3 million pile of cash would mean paying about $1 million in taxes. With an ESOP, you have the opportunity to defer and potentially eliminate those taxes if you reinvest your proceeds in qualified replacement property—stocks and bonds of US operating companies—within one year. You can even start new, related ventures that help your original company grow.

			What’s truly special about an ESOP, Harmon explained, is how it changes the culture of your company. Your employees become owners, so what’s in the company’s best interests is now in their best interests too. Plus, they don’t pay anything for that ownership privilege—it’s a benefit you give to them in recognition of their hard work and commitment.

			That increases retention and creates an ownership mindset throughout the company, which is extremely powerful. Employees who are owners put more care into their work, enjoy it more, and are more proactive about improving the company as a whole. They have a stake in its growth and longevity, and that’s both financially and emotionally motivating. Just imagine what your company would be like if everyone felt the same way you do about it—it would be a completely different organization. For that reason, ESOPs are much more than just a tool for accessing capital.

			A Tale of Two Transactions

			Let’s go back to the story at the beginning of this chapter. That entrepreneur got $900 million, but she immediately owed $300 million in taxes, and her employees got what amounts to a nice bonus. If she hadn’t decided to be so generous, they would have gotten nothing at all out of the transaction.

			Here’s Harmon’s alternative reality: imagine that two years before this sale, she had set up an ESOP and sold 40 percent of her company to it for $500 million, then reinvested the $500 million in another business venture or other qualified replacement property and deferred her taxes. A few years later, if she sold her remaining stake to private equity, she would receive another very large check, and would have already saved $150 million in taxes.

			More importantly, after that final sale to private equity, her employees would have received about $1 million each in their retirement accounts, to invest in whatever they wanted.

			So, why didn’t this entrepreneur do that? For the same reason most entrepreneurs don’t—most just don’t know about ESOPs, or if they have heard about ESOPs, they may not be up to date on all the tax benefits Congress has continued to expand over several decades.

			If your company generates at least $3 million in annual profits, you should think about doing an ESOP. (Below that, it may not make financial sense, given the cost of setting up and maintaining it, as well as the challenge of securing outside financing.)

			Don’t rely on just any investment banker to help you with this. You need a firm that specializes in ESOPs, like CSG Partners, to make sure you and your company get the greatest possible benefits and the best possible financing deal.

			An ESOP is worth considering even if you’re not looking to extract cash from your business right now. Remember that they also introduce serious tax benefits and an ownership mindset that can massively uplevel your company, financially and culturally. I’m doing one for my company, and I only wish I had learned about this opportunity sooner.

		

	
		
			Chapter 16

			16. Books

			Featuring Tucker Max
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			Scan the QR code to access the full interview and additional resources.

			In the age of content creation, it might seem old-fashioned to talk about writing a book to help grow your business. It’s not, though. In fact, more people are doing it than ever, and lots of them aren’t doing it alone. Just ask Tucker Max, who I mentioned earlier. He built a business out of helping authors write and publish books, and it’s growing rapidly (listen to the full interview by scanning the QR code at the beginning of the chapter).

			The problem with most “content” is that it has a short life span. Social media posts can disappear to the bottom of the feed within hours, if they ever get pushed to your followers at all. Articles, videos, and podcasts can sometimes have a longer life span thanks to SEO, but there’s still usually a major drop-off in traffic after the initial burst.

			Plus, none of those formats allow you to tell your whole story—just bits and pieces of it, all jumbled up and mixed in with other things. A book lets you lay it all out there so your audience can get a complete view of whatever message you want to send. Plus, its shelf life is measured in years, not hours or days.

			Perhaps most importantly, as Max explained, most people don’t write books. Anybody can toss up an Instagram post or churn out a quick article, but a book requires a serious investment of thought and time that few people ever make. Publishing a book—if it’s written and marketed well—can set you apart as a true authority in your niche. Even if you don’t make much money selling copies of the book itself, just having it can attract a huge (and lucrative) new audience of customers for your business. It can also be very attractive to potential investors.

			Why? Because people know it takes a lot of thought, time, and effort to create a book. If you’ve done it, that shows you have deep expertise in your field, which makes it easier for people to trust you to be their guide. When I read a book I love, I often reach out to the author for coaching in that area. After all, if they can write well on the subject, they must have even more knowledge than what was captured in those pages.

			Most entrepreneurs don’t have the time or skillset to pull off a book by themselves. Maybe you don’t enjoy writing, you don’t know anything about publishing or marketing a book, or you just have too many other commitments to do it all alone. Plus, if you are like me, writing a book can also be emotionally daunting when self-doubt rears its head. You might start to ask yourself: Am I really an expert? Is there something that I may have gotten wrong? Am I going to get criticized or embarrassed by a competitor? The journey to write a book is wild, especially if you have those pesky perfectionist tendencies that can so easily hold you back.

			That’s why having a great book partner is so helpful. Working with the right people can make a book possible even if you would never dream of doing it on your own. For me, the right partner was Scribe. They helped validate my book idea and free me from fretting over the small stuff so I could focus on being a hero to entrepreneurs and getting my knowledge out there in the world. Scribe gets us entrepreneurs. (Especially my scribe, Madison, who I am submitting for sainthood with the Pope when this book is done. She is more than patient with the multiple deadlines I have missed. Thank you, Madison!)

			Wonderful as Scribe is, it’s not the only way. Your book team might include a cowriter, a book coach, an agent, an editor, a publisher, a book marketer…it all depends on your skillset, goals, and budget for investing in the project. My point here isn’t to explain exactly how to do it—I just want to open your eyes to the possibilities a book can create.

			If you have a business based on expertise, sharing your knowledge in a book is a powerful way to establish your credibility and attract customers. Even if your business revolves around something else, like a product or franchise, there could be a story to tell that would call out to your target audience. For example, Wendy Burton could tell the origin story of World Tree and how it makes the future brighter for farmers and the planet.

			According to Max, a book can be a powerful growth tool for almost any business. If you have any inkling that it could be a game changer for you, don’t let lack of time or writing skills hold you back from leveraging that power. Instead, collaborate with the people who can help you make it happen.

		

	
		
			Chapter 17

			17. Lights, Camera, Action: Maximum Impact with Film

			Featuring Akira Chan
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			I’m a documentary film nerd. I love watching them, I love making them, and when it comes to raising capital, I know exactly how impactful they can be.

			Back in Chapter 4, I mentioned that we made a short virtual reality (VR) film for World Tree as part of their fundraising campaign. In this VR experience, the viewer could see a tree farm and hear from the farmers firsthand, almost as if they were in direct conversation with them. It’s one thing to read or hear about the benefits of the Empress Splendor tree—it’s another to listen to a farmer explain them as you inspect the tree with your own eyes and see how fast and straight it grows.

			The video was only a few minutes long, but those few minutes made powerful connections, much more powerful than what any presentation or conversation could have created. People are visual creatures, and those vivid images touch them deeper and stick with them longer than any information they might read in a deck or hear in an elevator pitch. A great video helps them feel like they’ve seen inside the heart of a business, which makes it easy for them to decide whether they want to get involved.

			Akira Chan is a master of this art. He helped me make my documentary film Igniting Impact, which is about entrepreneurs who are striving toward purpose-driven businesses through the lens of the United Nations Sustainable Development Goals, and he’s made numerous other award-winning documentaries, both short and feature-length. I talked to him about why video is such a potent tool for entrepreneurs, and in this bonus chapter, I’ll share his thoughts with you, as well as some advice for making your own short film.

			Why Use Film

			As Chan put it, “Video is like a native language now.” Of all the ways we can tell stories, it’s the closest to actually being there and experiencing the thing firsthand. Just look at how social media has evolved. In the early days, it was mostly about text-based posts. As soon as phone cameras got better and data speeds got faster, the focus moved to photos, then videos. The most popular social media app now is TikTok, an entirely video-based platform.

			Videos can communicate so much in such a short time, with virtually no effort on the viewer’s part. That’s why people love watching them and why every entrepreneur should be using them.

			Let’s be clear: a video isn’t a replacement for your pitch deck. It’s a teaser, a trailer, an introduction to you and your business. Before anybody wants to know what you have to offer, they want to know who you are, and the video’s job is to convey that in the most compelling way possible. It can communicate some information or educate the viewer, but more importantly, it should bring them on a journey with you.

			Video is the best medium for attracting and keeping people’s attention, but it’s still not fully immersive. Your video will have to compete with ads and the many other distractions that are ever-present in the modern world. The only way to truly escape that and capture your viewer’s full attention is with virtual reality, or VR. Unlike video, which has become a ubiquitous part of everyday life, VR still has the power to inspire awe and let people lose themselves in the story.

			Regardless of whether it’s traditional film or VR, video is by far the best way to introduce potential investors to you and your company. The process of making a video can even reignite your own inspiration and sense of purpose around what your company does.

			How to Make a Great Video

			Having made my fair share of videos, I wanted to share some tips for entrepreneurs who have never been through the process before. Video is a powerful medium, but as I’m sure you can imagine, it’s perfectly possible to make an uSninspiring video if you don’t know what to aim for and what to avoid.

			1. Remember that the video isn’t the pitch.

			It should show who you are, the purpose of your company, the people you serve, and the difference you make—the essence of who you are as an entrepreneur.

			2. Hire a professional videographer.

			It’s worth the investment, especially if you have no film experience. You can find a videographer just by finding videos you like that are similar to what you’re aiming for and reaching out to the creator. You can expect to pay at least a few thousand dollars for a quality video, and possibly more depending on how much and what kind of content you’re creating.

			3. Start with the end in mind.

			Before you begin, consider all the ways you might want to use the footage from this project. Of course, you’ll want a video for potential investors, but you might also want clips for social media and videos for various other audiences, like your employees, customers, or website visitors. The more uses you can get out of the footage, the better.

			4. A good interviewer is crucial.

			This role is often played by the videographer or director, but it could be someone else. Their job is to ask the right questions and steer the conversation to get you (and any other interviewees) into an inspired state where your authentic enthusiasm for the business shines.

			5. Show and tell.

			A talking head on camera is just about the least interesting and effective way to use video. A few short shots like that are fine, but you also need to show what you’re talking about. A good videographer/director will provide creative input on how to do this and plan out the shots they need to capture to make the video engaging.

			6. Understand the timeline.

			It could take many hours of taping to get the few golden minutes you want in your film. If you need to get shots from different locations or times of year, that will obviously extend the timeline and cost of the project.

			7. Quality matters.

			Poor quality video can easily distract from a compelling story. Again, don’t try to make this yourself or get by with a low-rent videographer. You only get one shot at a first impression, and bad camera angles, poor audio, inconsistency between shots, and other quality issues will ruin it.

			***

			In my work with entrepreneurs, video has been an essential tool for garnering support, both from investors and from the public. It’s the medium of the modern world, and you’ll be missing out if you don’t use it to your advantage. It’s well worth investing a few thousand dollars in making a high-quality video that can serve multiple purposes for your business. If it helps attract your next investor, it will pay for itself many times over.

		

	
		
			Conclusion

			Pitchology in Practice

			Featuring Sandra Murphy Powers
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			When Sandra Powers worked for a retirement planning firm years ago, she learned an unforgettable lesson in Pitchology. Her company, State Street, managed retirement benefits for companies, and they had to pitch their services against big firms like Fidelity and Putnam. The typical pitch was just your stereotypical boardroom presentation, full of explanations and financial figures—not exactly a party.

			Powers wanted to find a way to stand out, and what better way than doing the exact opposite of the usual—i.e., having a party?

			It was a crazy idea, but she and her team gave it a shot. Instead of the usual pitch presentation, they threw a mock retirement party for an imaginary employee of the prospective client’s company. They brought cake, balloons, and a real retiree to play the part, complete with a “Retired, Not Expired” button. They put on a slideshow of his life at the company: how he started working there, putting 6 percent of his salary in his 401(k) every month, and getting the 6 percent match from his employer. They showed how he had his first kid, then took out a loan against the 401(k) to help pay for that kid’s college. They showed how, when he was ready to retire, he had a huge balance to draw on from having started early enough to get the benefits of long-term compounding.

			With that pitch, they won client after client, partly because it was fun and interesting, but also because it got to the heart of what retirement planning was really about. It wasn’t just a line item for the board of directors to approve. Providing a great retirement plan and the education around it was something meaningful the client company could do for its employees, and it didn’t cost much, in the grand scheme of things. The clients could see that State Street was there to solve the retirement problem for employees, not just to give the right statistical return and fee structure to the board. That pitch told the story of State Street’s retirement planning services in the most compellingly human way possible.

			Powers carried that lesson forward when she founded Ark Global, a third-party marketing firm that helps entrepreneurs with big investment opportunities connect with institutional investors. Now, her entire business is dedicated to telling those compelling stories, which makes her a master of the art and science of Pitchology (listen to the full interview by scanning the QR code at the beginning of the chapter). She has even written a book on the subject specifically for investment managers who want to grow—it’s called The Road to AUM: Driving Assets Under Management through Effective Marketing and Sales.

			The beautiful thing about her position is that both the entrepreneurs and the investors are her clients. Her job is to help both of them by bringing the right ones together, so she knows both sides of the table inside and out. There are lots of third-party marketers out there, but what’s special about Ark Global is its focus on serving women, minority, and impact-oriented entrepreneurs. On the most fundamental level, she gets what this book is all about—raising money to generate profits, yes, but also to make a meaningful difference in the world.

			Tell the Story That Matters

			As you learned at the beginning of this book, Pitchology is not about telling the story of your company as you see it. You’ve got to tell the investor about what matters to them. As Powers put it, entrepreneurs tend to vomit information at investors, and so much of it is window dressing from the investor’s perspective, which makes it hard to get to the essence of the opportunity in front of them. Most investors are busy people who get bombarded with opportunities every day, so if they don’t understand yours within your first few sentences, they’ll just move on.

			So, what do investors care about?

			First up is the why. Not why you started this business, but why is this opportunity important or valuable to them? Why is it different from everything else they’ve seen? Where could it fit in their portfolio? In other words, why should they pay attention to you? This is where you must start, because nothing else matters—not your performance, your processes, your projections, or any other details about your business—if you haven’t convinced them to listen.

			Priority number two is the who. Who is running the business? What’s your personal track record, and have you learned how to overcome challenges and failures in your business? Can you lead a growing organization and keep it at the top of its category? Do you have a robust team and good advisors around you? Investors know that it doesn’t matter how good the product or service is unless the right people are behind it.

			Powers has found that the strongest who’s and why’s come from people who deeply understand the problems with the traditional way of doing things in their industry and have created something new in response.

			For example, she recently worked with a real estate management company that was looking for investors. Everyone on the team had managed big portfolios of multifamily housing at big companies and felt that in those organizations, they couldn’t do what was really needed in the housing market. Those companies tended to focus on either luxury housing or subsidized affordable housing. The middle of the market—workforce housing—got ignored, but that was precisely what most desperately needed attention. So, they created a new company to focus on that sector and identify properties where they could add value and make a difference for working families.

			There was no sexy tech or supersonic growth involved in that investment opportunity. It was just a long-term investment in a very traditional industry, but it appealed to investors because it had a clear, compelling why and experienced, dependable, highly motivated whos.

			Once you pass those hurdles, that’s when investors start to focus on the what—the details of your product, operations, performance, and all the rest. What they’re looking for here depends on what kind of investor they are. Big institutional investors (like the ones Powers works with) want to see evidence that the business can create value in a consistent way, and that there’s appetite in the market for what your business is doing. Smaller, early-stage investors like angels or crowdfunding participants have a much lower burden of proof. It’s your job to know your audience and tailor your story for them.

			We’ve covered the why, the who, and the what, but let’s not forget the how—how you engage with your audience. Powers spends considerable time coaching her clients on this. Many entrepreneurs worry so much about saying their piece and making the right impression that they cut off the two-way conversation that should be happening. They blow through their presentation from beginning to end, then choke up or get defensive in the Q&A, and investors are left with unanswered questions and dwindling interest in the opportunity.

			Don’t forget to keep your eyes, ears, and mind open whenever you’re talking to potential investors, whether it’s during a formal pitch or at a conference happy hour. Observe how they respond to what you’re saying, and give them space to ask questions. Welcome those questions with a positive attitude, and recognize that they reveal what the other person cares about and where your communication has fallen short—that’s valuable intel for improving your pitch. If questions make you nervous, spend some time anticipating them and thinking through your answers, just like you would for a job interview.

			In this process, patience is your friend. It can be frustrating to have to repeat yourself over and over to countless people throughout the fundraising process, but that’s the nature of the beast. The more efficiently you communicate the essentials, the less painful it will be. And while it may frustrate you when an investor says they can only give you a few minutes, remember that if you truly capture their interest, they’ll take all the time they need.

			Go Forth and Fundraise

			Back when I was in college, I went to a Catholic school, and one day a priest came to our business class and started asking questions about morals in business. Just a few hundred years ago, it was considered a sin to do business and make money. People who charged interest on loans were next to murderers and prostitutes in the eyes of the church.

			In that discussion, I got a little choked up. As you saw in the introduction, I was born an entrepreneur. I only know how to make money. In that moment, I couldn’t figure out how to make a profit and do good—it felt dirty to do what came most naturally to me. In the beginning of my career, despite my desire to be a hero to small business owners and regular people, my business ended up being driven by the greed of the people around me, and it was miserable.

			Thank goodness I found another path. Chintan Panchal steered me toward impact investing, and I never turned back. Making money and doing good in the world can go hand in hand, and every entrepreneur, including you, can make it so. All you have to do is run your business in a way that positively affects the people and places it touches. Maybe you’ll even ignite those people to want to make a difference too, as I hope I’ve ignited you.

			I’ve spent most of my career in the world of investments, but in the course of writing this book, I learned almost as much as you probably did reading it. That’s because there are so many different ways to raise capital, and few people ever get to even see the whole landscape, let alone become intimately familiar with it. Most entrepreneurs just go toward the fundraising mechanisms they’ve heard about most, blind to the other possibilities.

			That’s not good enough—not for me, not for you, not for anyone. Entrepreneurs work so hard and sacrifice so much to bring their dreams to life and make the world a better place. You deserve to have the best possible chance of success. That means knowing all the tools at your disposal and how to choose the right one for your particular job.

			This book is your toolbox for growth. You can come back to it again and again, whenever you need a refresher on how to prepare for a capital raise, what type of investor to partner with, or alternative ways to propel your business forward without selling debt or equity.

			This information can make all the difference in the future of your company. Without any capital, it might fizzle out, and the wrong deal could make it crash and burn…but the right investor can launch you into the stratosphere.

			Now that you’re empowered with this knowledge, it’s time to go out and get the resources you need to take your company to the next level.

			You don’t have to do it alone, though. As comprehensive as I’ve tried to be here, there’s more to mastering the fundraising process than just reading a book. You’ve got to apply all this information to your specific situation, and if you’re like most people, you’ll have questions and need feedback along the way. Not to mention, it can be hard to find the time and space to step back from the day-to-day of your company and envision the future. A retreat, workshop, or coaching group can provide the kind of environment you need for that big-picture thinking.

			For that, join me and a supportive community of entrepreneurs online at www.Pitchology.AI. There you’ll find resources, forums, events, and more to help you on your fundraising journey. If you think you would benefit from having a coach or learning with a cohort of fellow entrepreneurs, join us in one of our programs. They’re specifically designed to help you craft your pitch, with experienced Pitchologists to guide you through the Pitchology.AI process.

			Plus, we have a place where you can test out your pitch on entrepreneurs and investors who can provide valuable feedback. And when you feel your offering is ready for capital raising, we have a place for that too, with a group of investors who will look at your deal and possibly invest in you.

			I hope to see you there, and I wish you the best of luck in turning your business dreams into reality.
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