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Critiguing and Pitching for Growth Capital:
Getting Into Your Business Plans
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Objectives

To design the most effective investment pitch for your
social enterprise

To better understand the mindset of potential investors
To learn how to translate your business plan into a pitch

To gain experience and feedback on pitching your
business plan
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Knowing Your ‘Customer’: Social Venture Investors

Translating Your Business Plan to a Pitch

Designing Your Pitch
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Know Your ‘Customer’ —
Types and Sources of Capital

Emphasis of Return

Financial

o
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Social

Donation

Represents an

ownership interest in

a business

_ o i%rrgge:nfggﬂszﬁgirfo Funds given for a specific | A voluntary gift that can

Definition No fixed obligation av back rincig alolus | PUrPOse, can be restricted | be used for any

for repayment but pay principat p or unrestricted legitimate purpose

rather the investor Interest

shares in any profits

from the business

Angel investors Bank

Community Community Foundation individual donor
Source Development Development Venture philanthropy Givi ol

Financial Institutions Financial Institutions fund ving circle

Venture capital Foundation

When starting up When social

When poised for enterprise can Varies based on the
Timing growth; with demonstrate cycle of the application No timing parameters

demonstrated results evidence of real cash process

in place flow
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An Insider’s View —
Key Criteria for Social Investors

Investment Qualifications Strong financial

Operating History Minimum 3 years condition
Total Assets/Revenue | Minimum $1 million

Other Financial Criteria | +  Independently audited financial
statements Man agement

« Positive net worth

« Ratio or earned revenue (non-grant

or donor revenue) to total expenses Production track record
of at least 40%

Social Impact Criteria |+ Focus on low-income populations

»  Business model produces tangible Diversified funder and/or
results to society

« Enterprise collects/analyzes data revenue base
that measures social impact

relevant to target constituents Indu Stry or popu lation
© 2007 Calvert Social Investment Foundation r e q u I r e m e nt S

Calvert Social Investment Foundation, 2007
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Knowing Your ‘Customer’: Social Venture Investors

Translating Your Business Plan to a Pitch

Designing Your Pitch
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The Business Plan vs. the Pitch

Business Plan Pitch
= operating manual = :30 commercial

@ n EEH

For the social For the investor/donor:
entrepreneur: Evidence of the nonprofit’'s ability
A planning framework to conceive and execute a
A management tool that provides a venture idea

Validation of the business
concept —

basis for resource allocation and
decision-making
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Streamlining Your Business Plan

Executive Summary Operational Plan

Industry Analysis Management/Personnel Plan
Competitive Analysis Financial Plan

Marketing Plan Risk Analysis

— —

What does the investor need to
know to evaluate your
organization?

—

Problem & Your Social glcj)slmess gl et SogEl
Enterprise’s Solution

Management
Market Team/Accomplishments
Competition Closing
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Knowing Your ‘Customer’: Social Venture Investors

Translating Your Business Plan to a Pitch

Designing Your Pitch
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Element 1. Opening

Be bold and grab their attention; the opening is yo ur
first opportunity to hook the audience.

Effective Pitch Tips

Focus on what would interest an investor (i.e., returns) rather than
what would interest a customer

State your value proposition right up front

Use everyday, ordinary language — not jargon
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Research

% Meghan's Story

Your Guide to Health

Our Mission:

To improve the quality of life of patients with chronic medical conditions
by helping them make the most informed and timely health care
decisions through accessing comprehensive, current, and user friendly
resources that fit their unigue needs and that are delivered in a few days.
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Element 2: Problem and Solution Statements

Connect with your audience by describing a
problem that your target market faces.

Effective Pitch Tips
Use a single real-life example

Quantify as much as possible to illustrate the problem and
solution

lllustrate one solution — not all of your products
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Disease

= 1he Problem: Difficulty making well informed,
% timely health decisions

Your Guide to Health

» Chronically ill consumers report problems in health care*

» 62%: could not easily find health care information in one place
» 46%: unable to find answers to health care questions easily
» 32%: dissatisfied with their health care information

» 68%: critical to have personal contact when receiving health
care information

*Source: Disease Research. Market Research Study. October 2005.
Sample size=122



Disease
Research

The Solution: Customized, personal health
= care research service for the chronically ill

Your Guide to Health

» 52% of chronically ill patients reported a need for product in
market research study

Health Briefings

Product Attributes
Dlm DISEASE RESEARCH FOR THYROID PATIENTS \
i » Customized to specific needs
% FNA Procedures & Thyroid » High quality — comprehensive,
Cancer Staging and Prognosis relevant, current, and hard to
) A Customized Healt) Brigf — Designed for Mary Francis o) bt al n I nfo rm atl on
Katherine .
Tallant CUSTOMIZED | NFORMATION > } U Se r'frl e n d |y
CEO L Description of Fine Needle Aspirations
R > Timely delivery
FR » Personal Health Care Consultant
» EXxceptional service
December 1, 2005 www.diseaseresearch.com
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Element 3: Size of the Market

ldentify and size your target market for the audience; it is
iImportant to demonstrate to investors that your assessment
of the market is realistic.

Effective Pitch Tips

Explain why the market is large, and describe how it is segmented,;
clearly identify and quantify your addressable part of that market

Do not overstate the size of your market
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Market for Disease Research: 5% of US
% chronically ill patients

Your Guide to Health

* 46% of the general population are either active seekers of health care
information or use multiple sources to get their health information

o 65% of chronically ill patients recorded that they like to get health information
from a variety of sources

o 78% try to get as much information as possible about their disease when
they are sick

This data demonstrates the importance of alternative sources of health
information, specifically via the internet, amongst higher income earners of the
general population.

Target: 5% of the chronic disease market in 5

years

1 The Robert Wood Johnson Foundation and Porter Novelli, 2002
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Slide 4: Competitive Landscape

Demonstrate that you know the competition and defin e
your competitive advantage relative to other
organizations in your market.

Effective Pitch Tips

Demonstrate your value proposition while recognizing that of other
competitors

Identify barriers to entry that will keep others from duplicating your solution:
what do you have that is proprietary, differentiated and sustainable?

"We don't have competition” is not an option; NO competition = NO market

If you use a 4-quadrant description, the axes you lay out should already be
familiar to your audience
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% Major Points of Differentiation

Your Guide to Health

Highly Customized, Comprehensive Product with Personal Service

High
Comprehensiveness
A

Expert

Loyv < » High
Customization  WzbMD Customization

‘f
PersonalMD s
Your Lifeline Online \-.\ & 4y,

Taale far

A :.Medline Plus
Trusted Health Information for You|

¥ Aetna v

Low
Comprehensiveness
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Element 5:
Business Model & Social/Financial ROI

Order your social and financial ROl elements based on
your audience; quantify your social/financial ROl a nd
explain how you developed your numbers.

Effective Pitch Tips

Isolate the basic economics of your social enterprise; answer the
guestions: how are we going to make money... how are we going to
have social impact?

Explain that you think that you can grow at a certain rate; it is better,
though, to be conservative with growth projections

Show financial and social history and projections
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Financial Plan: Profitability in by Year 3

| —

L/

Your Guide to Health

Overview
« $500,000 investment over five years from angel investors, friends and family
 Goal: break-even and cash flow positive by end Year 2/beginning Year 3
 Because variable costs are the biggest % of our costs, our growth is

highly sensitive to our ability to capture market share

Revenue Growth Sensitivity Net Income Sensitivity to market share
$4,000,000 $700,000
$3,500,000 $600,000
3,456,285 565,377
$3,000,000 $500,000
$400,000 1

$2,500,000 -
$2.000,000 $2,134,724 $300,000 + $304.874
$1,804,214 $239,706
. / $200,000 /.
1,500,000
$100,000 -
1,000,000 /./ //
$0 \ \ \ \
$500,000 - D 1 3 4 5
-$100,000 -
r r

$0

~ 4

0 1 2 3 5 6 -$200,000

—e—Base Case —=— Slower market growth Faster market growth —e—Base case net income —=— Slower market growth NI Faster market growth NI
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Social ROI: Disease Research will
% reinvest dollars to improve patient health

Your Guide to Health

Social Objectives
* Fund research in disease markets and support patient nonprofits —
by allocating 10% of pre-tax profits

* Improve patients’ access to information and ability to advocate for
health need — to therefore improve their quality of life

Measurement of Social ROI

 Annual donations to research studies and nonprofits
* Results and outcomes of research studies

 New programs formed at nonprofits

e Commission quality of life research study
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Element 6: Management Team & yenfures e
Accomplishments

Keep in mind the maxim: "They're investing in the
management team, not the idea.”

Effective Pitch Tips

The management team must possess and also project strong domain
expertise

Emphasize tangible accomplishments rather than job titles,
responsibilities and cumulative years of experience

Determine which milestones and goals the management team is likely to
achieve
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Management Team

%“ Introducing the Disease Research

Your Guide to Health

Executive Management:

Sara Brenner, CEO - experience in health care research and network
development with Advisory Board Company and the Thyroid Cancer
Survivor’s Association

Jessica Shattuck, CFO — experience in finance with Solomon Smith
Barney, Ritz-Carlton Hotel Company and Marriott Hotels

Don Samonte, Operations — Director of Naval Operations, US Navy
Kate Tallant, Marketing — AOL Marketing Director

Sean Wolters, IT Strategy — IT Consultant, Accenture
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Element 9: Closing

End your presentation with energy and a message
they’ll remember!

Effective Pitch Tips

Be creative, show your strength and passion, and convince them that

your venture is an opportunity for social and financial returns that they
cannot afford to miss

Close with a re-visit of your story/example or

Close with the one thing that you want the investor to consider: the
social impact or financial opportunity

Never forget that your goal is to get a meeting!
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% Meghan's Story

Your Guide to Health

Our Mission:

To improve the quality of life of patients with chronic medical conditions
by helping them make the most informed and timely health care
decisions through accessing comprehensive, current, and user friendly
resources that fit their unigue needs and that are delivered in a few days.
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Does your presentation do these things?

Tell a story
Prove a need and provide a solution
Demonstrate a ROI for the investor

Anticipate your audience's interests/concerns and address
them

Foster confidence in the management team

Engage the potential investor by encouraging them to ask
guestions

Copyright © 2008 Community Wealth Ventures, Inc. 26
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Questions?

Sara Brenner
sbrenner@communitywealth.com

Nicole Hanrahan
nhanrahan@communitywealth.com

Community

Ashlee Miller

amiller@communitywealth.com Wealth
Ventures, Inc.

www.communitywealth.com
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Today’s Panelists

Jean Hammond is an active angel investor usually focusing on early stage high tech start-ups. Jean is a co-coordinator of the
Boston branch of Golden Seeds (focused on investing in women-managed businesses) and a member of Launchpad and Hub
Angels. Jean also serves on the boards of non-profits The Technology Capital Network and Thompson Island Outward Bound.

Jean is serial entrepreneur with over 20 years experience in the high-tech industry. Her entrepreneurial activities include managing,
JAM Technologies, as interim CEO. She founded Quarry Technologies with a core team from the BBN Technologies. Jean also co-
founded AXON Networks, a developer of network management applications. Following 3Com’s acquisition of AXON, Jean was
responsible for 3Com's WAN strategy.

She earned an M.S. from the Massachusetts Institute of Technology Sloan School of Management, and a B.S. from Boston University.

Nicole Hanrahan has spent the majority of her career working in companies with social enterprises in the nonprofit sector. As a
Senior Consultant at Community Wealth Ventures, Nicole has consulted to an array of organizations pursuing business ventures in
the areas of economic development, education, international development and human services. Nicole has also run regional initiatives
in Ohio and New Jersey where she has trained groups of nonprofits to develop social enterprises.

Prior to joining Community Wealth Ventures, Nicole Hanrahan was the Executive Director of Regulatory Reform for the Governor of
Illinois, where she made regulatory improvements for business. After completing her MBA, she ran a workforce and small business
development program to help urban entrepreneurs in the food industry and directed research and strategic planning for the Women's
Educational and Industrial Union, a Boston-based women's economic development organization. Before business school, Nicole was
the Director of Project Renewal's Next Step Program, which helps homeless people in New York obtain education, training and jobs.

Nicole holds an MBA from the Harvard Business School and a BA in Public Policy from Brown University.
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Today’s Panelists

Juleby Hirsch currently serves as Portfolio Manager and deputy lead of new investment evaluation at New Profit Inc. New Profit
is a non-profit venture philanthropy fund providing multi-year financial and strategic support to a portfolio of social entrepreneurs
working in education, health, workforce development and other areas that enable upward social mobility.

Prior to joining New Profit, Mr. Hirsch worked for several years in non-profit operations, strategy, and general management, as a
founding member and Director of Operations and Finance at KIPP Academy Lynn charter school, and business development
consultant to New Leaders for New Schools. Mr. Hirsch began his career in for-profit financial services supporting the growth of high-

potential early-stage organizations as a private equity Associate at Advent International, and investment banking Analyst at Cowen &
Company.

Mr. Hirsch graduated from the University of California at Berkeley with a B.A. in Economics.
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