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Krino Partners Limited
Stephen Bennington
An experienced Managing Director and respected professor of physics at University
College London. A proven ability in recruiting, developing and leading high performing
teams to execute challenging business plans. An expert in product and market
development in both large scale public and commercial start up ventures. Has raised
many millions of pounds from government grants, venture capital and private equity.

Janet Donovan
With over 20 years as a practicing finance professional, Janet has a wealth of senior
leadership experience ranging from strategic planning, mergers and acquisitions,
restructurings, reporting, compliance and hands on operational finance. Her
experience includes 12 years in FD and senior financial roles within the Smiths
Aerospace and GE Aviation, and more latterly as CFO in small spin-out companies.

Andrew Clyne
A highly experienced recruiter having spent over twenty years building multidisciplinary teams for leading technology companies such as Cisco Systems and Citrix.
In addition, he has worked with many start-ups and spinouts to identify, recruit and
retain the best employees in their respective fields - a key factor in the success of any
fast-growing business. Sector experience includes wireless, cleantech and medical
devices.
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Krino Partners Limited
Sarah Andersen
Sarah has held a variety of Business Development and Strategy Director roles within both the
Energy and Environment sectors over the last 20 years, including Vivendi Water Systems and
QinetiQ. She has extensive experience of board level strategic planning, operational business
management and organisational design from large multi-nationals to SMEs and start-ups. This
practical knowledge is underpinned with a rigorous academic grounding in both technical
(Environmental Science) and commercial fields.

Rob Hamblin
A professionally qualified and experienced HR specialist with extensive knowledge and skills in
management and organisational development. He has more than 20 years’ experience in managing
human resource change projects in large commercial and public sector organisations, both in the
United Kingdom and abroad. Rob’s sector experience includes: investment banking, retailing and
working with Scientific Research Councils such as STFC, MRC and CERN (Geneva.)

Rob Bevan
Rob has over a decade’s experience in the field of research and innovation. Working across a broad
range of scientific disciplines and markets, Rob has been directly responsible for the conception
and coordination of research and innovation projects attracting over £40 million funding.
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Why equity funding?
Cons
•
•
•
•

•
•
•

Pros

Dilutes your ownership
Compromises your control
Sharing profit
The Investors aims may not align with your
aims:

•

– They will require an exit in 3 – 5 years
– Their business practices could be different

•

Can take a lot of time
Expensive (legal fees, brokers fees…)
Not suitable when seeking cash to cover
the short term

•

•
•
•
•

None diluting funds
• Grant funding
• Debt

•

Useful for companies who do
cannot raise debt, due to lack of
revenue or assets
Accelerates the growth of the
company
Provides longevity – breathing
space
Reduces personal risk
No loan repayments
Can bring in valuable expertise
Preparing for the investment
forces you to plan the business
correctly
Validation from the markets
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How do investors decide?

Returns

Risks
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What do Investors Want?

•A Financial Return
• Strategic Alliance
• Access to the product
• Other possible returns
–
–
–
–

Regional or sector development
Philanthropic
Excitement
Employment
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The Risks
• Statistics on US
companies receiving
seed funding in
2008, 2009 and 2010
• 22% of companies
receiving seed
funding make an IPO
or M&A
• Around 50% do not
achieve 2nd round
funding / exit
• Only 1% become
“Unicorns” i.e.
market cap of $1
billion or more
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The Risks
Why Start-ups fail
Failure to pivot
Burn out
Don't use network/advisors
Legal challenges
No fincance/investor interest
Bad location
Lack of Passion
Pivot gone bad
Disharmony in team/investors
Lost focus
Product mis-timed
Ignored customers
Poor marketing
Lack of business model
Pricing/Cost issues
Get outcompeted
Not right team
Ran out of cash
No market need

Management team
Market
Product
Finance

Other
0%

www.cbinsights.com

10%

20%
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What are the Potential Returns?
Return on Investment (ROI)
𝑹𝑶𝑰 =

𝑵𝒆𝒕 𝑰𝒏𝒄𝒐𝒎𝒆
𝑰𝒏𝒗𝒆𝒔𝒕𝒎𝒆𝒏𝒕

or
𝑹𝑶𝑰 =

𝒆𝒙𝒊𝒕 𝒗𝒂𝒍𝒖𝒆 − 𝒄𝒐𝒔𝒕 𝒐𝒇 𝒊𝒏𝒗𝒆𝒔𝒕𝒎𝒆𝒏𝒕
𝒄𝒐𝒔𝒕 𝒐𝒇 𝒊𝒏𝒗𝒆𝒔𝒕𝒎𝒆𝒏𝒕

For equity investment the gain depends on there being an exit
• What is the exit?
• How long before the company can exit?
• What is the likely size of the exit?
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Types of Exit
• Acquisition. Some times called a Merger and Acquisition (M&A) or
a trade sale. This is a win-win situation when a company with a
strategy alignment decides to buy to get access to your product,
service or skills. For bigger companies, it's a more efficient and
quicker way to grow their revenue than creating new products
organically.
• Initial Public Offering (IPO). This used to be the preferred mode,
but since the Internet bubble burst, the IPO rate has declined. It is
not for the feint-hearted: Shareholders are demanding, regulatory
and reporting compliance requirements are hard work
• Buy out the investors. If you are in a stable, secure marketplace,
with a business that has a steady revenue stream you maybe able
to pay off investors. You retain ownership and enjoy the annuity.
• Liquidation and close. Even lifetime entrepreneurs can decide that
enough is enough. One often-overlooked exit strategy is simply to
shutdown, close the business doors, and liquidate.
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Calculating the value
• Asset value
– Easy for tangible assets such as fixed assets, difficult for intellectual property and
other intangible assets such as customer relationships

• Market capitalisation
– Number of shares x share price
– Works well for companies with publically trade shares but more complex for private
companies
– The price that previous investors payed will be an important marker
– Complicated by: investor confidence, the type of share, what has happened since
the previous investment, warrants, …

• Comparison to similar companies
– Often difficult to find comparable companies
– Keep track of your competitors funding achievements might come in useful

• Using multipliers
– Uses gross sales, revenue, net profit, inventory and multiply by an appropriate
coefficient, the coefficient is an informed estimate for future value
– The coefficient can be found by looking at similar, publically traded companies, and
taking the ratio of market capitalisation to figures from their financial statements
– Varies with market conditions, sector, brand value and is subject to special
conditions in either business
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– This can quickly become technical and complex

Future value - discounting
• How can you be sure that these methods really take into account
the future growth in your business?
• More complex mathematical techniques can be used to consider
future value
• This is typically done by discounting future annual cash flows back
to todays money to calculate a Net Present Value
– Use a discount rate based on perceived risk typically 10 – 25%

• Needs a good financial model and is very dependent on the choice
of discount rate which is subjective
• This is a complex area and must be approached with caution
• This approach is of more interest to strategic investors who are
interested in acquiring long term income streams to grow their
earnings, VC investors interests are much more short term
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Types of equity funding
Crowdfunding
– Internet based group of individuals
– Three types: Reward / Equity / Lending

Angel Investors and High Net Worth Investors
– Sophisticated wealthy individuals

Venture Capital and Family Office
– Large funds administered by a group of professional
fund managers

Strategic Investors
– Companies scouting for interesting technologies that
are of interest to their own business
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Crowdfunding - types
• Rewards
– No financial rewards
– Pre-sales of product
– Good for testing product concept and the market

• Equity
– Return based on sale
– Expansion / production / marketing

• Lending
–
–
–
–

Later stage, when company has revenue
Working capital
Small acquisitions
Purchasing equipment
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Crowd funding
• Valuable market research tool tests your
– Brand
– Pricing
– Product demand
– Customer pain points

• Gives access to potential customers and early
adopters
• Keeps production volume linked to demand
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Crowdfunding
• Is your company developing something that would excite a large number
of people?
– A ‘cool’ or exciting product
– Doing something ‘good’ or interesting
– Do you have a compelling story

• Costs maybe higher than you think
–
–
–
–

Fees
Time and preparation of the campaign
Time in keeping the investors engaged
Due diligence and valuations

• Prepare the campaign properly
– Time / money for preparation
– Newsfeeds : text, images and videos and they need to kept updated

• Spend time on investor relations
– Newsletters / Events
– Deliver products or returns
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Crowdfunding
Crowdcube

Equity investment or mini-bond (debt)
Professional, HNWI, VC’s and individual small investors
Need to have a business plan and video
Business are expected to qualify for EIS or SEIS tax relief
All business are vetted
7% (exc. VAT) success fee + payment processing fees (0.5% for UK)

Seedrs

Seed corn funding plus convertible loans
Angel investors and VC’s as well as individual small investors
Business are expected to qualify for EIS or SEIS tax relief
Does due diligence on the companies
Success fees on a sliding scale for the investee, plus 7.5% fee for any profit for the investor

FundersClub

Equity investment in Tech Companies
70% of investors are CEO’s or similar
Does due diligence vetting on all companies
Takes a percentage of the profits from the investor

AngelList

Equity Investment and recruitment for start-ups
An online VC, all investors work in Syndicates and include groups of individuals and funds
All investments and investors are vetted
Fees?
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Crowdfunding
SyndicateRoom

Equity investment
Small investors are sought to “top up” and established “dragon” or lead investor who has taken
at least 25% and sets the value
Investors are HNWI. Business Angels or Sophisticated Investors
Investment expected to be eligible for EIS or SEIS
4% commission plus a banded monthly fee on funds raised, plus a £1,500 set-up fee. Ongoing
monthly fee of £249 from closure to exit

InvestingZone

Equity investment
VC’s and HNWI as well as individual investors
Investment expected to be eligible for EIS or SEIS
6.5% (excl VAT) success fee + 0.5% transaction fee. InvestingZone also take 1% options over the
companies stock

Kickstarter

Reward
Animals, Art, Community, Education, Energy …
5% success fee 3-5% transaction fee

IndieGoGo

Reward or donations
4% success fee (9% for a partial campaign) 3% transaction fee
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Crowd funding types
Reward

Lending

Equity

Purpose

Non-governmental and non-profit
initiatives, small and medium sized
enterprises, commercial pre-sales of
products and services, creative and
cultural projects: initial funding

Small business loans,
project finance: increasing
working capital, small
acquisitions, purchasing
equipment

Small and medium sized
enterprises: expansion,
production or marketing

Offer

Pre-orders, tangible rewards

Repayment with or
without interest

Ownership in the company

Funding

£10,000 - £20,000

£0.3 - £1 million

£0.5 – 2 million

Funders

Mostly individuals

Individuals and
institutional investors

Mostly individuals, HNWI and
professional investors

Duration

Campaign around 30 days; delivery
up to 1 year

Months to years

Campaign around 30 days
depending on size of business

Fees

3-5% plus payment fees via third
party operators50%

3-5% (plus interest)

~5% listing fee, 3-5% transaction
fees, due diligence fees

Success rate

~50%

~50%

~40%

Financial

Revenue in profit and loss account

Debt on balance sheet

Asset on balance sheet
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Angel Investors
• Also called informal investors, angel funders, private
investors, seed investors or business angels
• These are affluent individuals who inject capital for
start-ups in exchange for ownership or convertible
debt. They typically use their own money
• Angel investors who seed start-ups that fail during their
early stages lose their investments completely. This is
why professional angel investors look for opportunities
for a defined exit.
• Note: Under the Financial Services & Markets Act
(“FISMA”) it is an offence to solicit funding from a
private individual unless they have a certificate
confirming them to be a “Sophisticated” or a “High Net
Worth” investor.
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High Net Worth Investors
•
•
•
•
•

Often work in syndicates of business angels
Usually work within a sector they know well
Often have strong opinions based on long experience
EIS and SEIS Tax incentives are very important
They won’t have a team of analysts:
– A good and concise executive summary is essential
– Materials must be jargon free and clear
– Clear figures showing the risks and financial returns – for them

Pro’s

Con’s

• Have useful experience
• Can mobilise money
quickly
• Can be excellent mentors

•

•

•

It’s their own money, they are often not
objective investors
Disruptive if there is not a good personal
relationship
May not be able to follow their money
22

Family Offices
• Private wealth management advisory firms
that serve ultra-HNWI
• They will offer complete set of services which
will include some venture investment as part
of a portfolio that manages risk and return
• Usually invest in sectors of interest to the
family
• Will often follow their money
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Venture Capital
• A type of private equity that provides investment in high-risk, highgrowth potential companies
• It is a fund, professionally managed on behalf of passive investors
• Are capable of sophisticated analysis of companies they are
interested in
• Will usually have geographical or sectoral focus
– Check their website and portfolio of previous investments

•
•
•
•

Often specialise in a particular stage of funding
Will expect a return in 3-6 years
They are professional and regulated, there are few really poor ones
Will follow their money, often dependent on achievement of
development milestones
• Can offer access to experts and bring creditbility
• Can help facilitate the exit
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Venture companies
Pros
•

•

•
•
•

Business expertise: Venture capital
financing can provide a valuable source of
guidance and consultation. This can help
with a variety of business decisions,
including financial management and human
resource management
Additional resources: In a number of critical
areas, including legal, tax and personnel
matters, a VC firm can provide active
support
Connections: Venture capitalists are
typically well connected in the business
community.
Facilitate the exit: An IPO or trade sale is a
complicated time-consuming process, A VC
will have expertise that will be valuable
Best Practice: You will get access to best
practice in many business areas, including
technology development

Cons
•

•

•
•

•

Loss of control. With a large injection of
cash and professional it is likely that your
VC partners will want to be involved. The
size of their stake could determine how
much say they have in shaping your
company’s direction
Minority ownership status. Depending on
the size of the VC firm’s stake in your
company, which could be more than 50%,
you could lose management control.
Essentially, you could be giving up
ownership of your own business.
Time-consuming: It will take a you away
from running for many months, it is a
complex and costly process
Confidentiality: They will normally refuse
to sign an NDA
Slow decision making: The ability to pivot
to new markets and take risks in the
technology development may be
compromised
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Strategic Investors
• Typically larger company which has a strategic alignment with yours
–
–
–
–

Want to buy your product or service
Want to understand your technology sector
Access to your team and talent
Want to do extended due-diligence with an eye to buying your
company

• Many are currently cash rich and are setting their own venture arms
to invest in technologies of interest to the parent companies
• Less concerned about your company developing independently
• Will sometimes provide expertise and development funding rather
than equity
• Will focus on the product and IP more than the financials
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Strategic Investors
Pros

Cons

•

•

•

•
•
•
•

Technical expertise: can be very helpful
in technically maturing your product,
and providing ‘customer pull’ and
market knowledge
Additional resources: can provide a
wide range of support, from
engineering, to sales and business
development
Route to Market: Gives the business
plan a defined route to profit
Credibility: Provides huge credibility
and can help leverage funding from
other sources such as grants
Provides a clear exit: The there is a well
defined trade sale once the technology
is sufficiently matured
Patient: Often focused on long term
strategic goals rather than short term
financial interests.

•

•

•

•

Loss of control. As with VC
investment, this can mean a loss of
control and ownership
Time-consuming: Strategic
investors can take a very long time
to make a decision and will require
a lot of detailed information
Exclusivity: It is likely that the they
will want some level of exclusive
arrangement and potentially
control over IP
Low exit price: Becoming too close
to a single company, means they
have the upper-hand in the
negotiation of the exit
Limits other investor: A large
investment from a strategic might
make further equity investment
unlikely
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Funding rounds
Seed capital: Companies in the seed phase have ideas but don’t yet know
how to monetise them. Initial funding from investors working at high risk, Angel
investors and early stage venture firms. Typically up to a few hundred thousand
pounds

A Series: After the company has some track record and a developed business
model. The investors are more typically venture capital companies and invest
between £2 – 15 million

B Series: The company is now well established and is taking market share,
there is a clear direction for the company and VC’s can now see and understand
the risks more clearly. The funding is used to hire talent and invest in business
development, sales, etc. Typical investments are £7 - £10m

C Series: C-round funding is to scale the business, The product has a proven
competitive edge and the business model is good but the company needs working
capital to either to do a merger or expand into new markets. At this stage other
investors get involved, such as investment banks, hedge fund and private equity
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Investor pack
• Business plans are for several reasons
– Planning your business
– Bench marking progress against goals
– Ensuring focus
– Knowing if and when to pivot
– Understanding risks
– Telling your story and selling it to investors
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The Materials
• Executive summary / Teaser
• Pitch
• Business plan
–
–
–
–
–
–
–

History and background
Product / Services (IP)
Competition
The Market
The Management team
The plan and route to market
Financial model
•
•
•
•

Short term detailed cash flow
Long term forecasts
Break-even analysis
How much investment will is need and what will it be used for

– Risk Analysis
– Investment sought
• Type and quantity of investment
• The Offer
• Exit
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Business plans
• Be optimistic but honest
– If you are successful in securing funding, you will be working
with the investor for a long time

•
•
•
•

Justify assumptions
Have a clear web site that matches the BP
Taylor the pitch to fit the investor
Ensure that the materials are commensurate with the stage
of investment
– Seed corn can sometimes get away with a slide deck
– Series A will require an investment pack as well as a slide deck
– Series A to X will require supporting documentation behind the
investment pack

31

Business plans for fund raising
Executive summary
1.
2.
3.
4.
5.
6.
7.

What the business does
The market
Competitive advantage
Product/Service
Management team
Finances
Investment requirements

• Concise – 2 pages
maximum
• Must be clear and
readable
• No jargon and few
abbreviations – No TLA’s
• 11pt font size or larger
• No spoilling mistakes or
grammatical errors
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Business plans for fund raising
Market

Sales and Market

1. Identify and segment
the markets
2. Analysis of price points
3. Justify market share
figures
4. Highlight existing
customer interactions

1. Explain your route to
market
2. Who are your target
3. What are your marketing
and sales strategies
4. Understand the risk of
delay or lower than
expected sales figures
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Business plans for fund raising
Finances
1.

Cash flow for next 5 years
–

2.
3.
4.
5.
6.
7.

Be prepared to talk in detail
about the next 2 years

Break even analysis
Investment requirements
Sources and Uses of funds
Stress tests – slower than
expected sales growth
Valuation markers
Discuss likely exits

• The BP is a summary,
ensure that the financial
models match the pitch
• Use graphical information
• Make sure the graphs and
tables are readable
• Clarify and justify your
assumptions
• Use references
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Risk Analysis
Risk Name

Description

Action

Owner

8

Brexit

Could affect import and export costs

Negotiate with EU

T May

10

Company X

Could develop a competing technology

Espionage

J Bond

3

Delay to sales

Longer than expected development

Increase R&D spend

Q

4

Product safety

Product ejects passenger at high speed

Use parachute

Q

Risk = likelihood x impact
• Identifies key areas of focus for the management team
• Makes you think about the company from a different angle
• Reassures an investor that you are aware of the risks and have
mitigation measures in place
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The Management team
• One of the more important parts of the
presentation
• Brief biography of each of the key members of
the team
• Headline any experience you have in other
companies
• Identify missing skills and how and when you are
going to fill these gaps
• Staffing plan that fits with the business plan
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Understanding your investor
–
–
–
–
–
–
–

Look at the company, size of fund, type and age of fund
Sector and geographical focus
Look at their investment portfolio
Late or early stage investment (risk appetite)
Average size of investment
Look at the exits they have had
Understand the peoples skills and experience- CV’s,
Linkedin
– Talk to other companies they have invested in
– Do you trust them?
– Can you work with them?
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Investment Process

Create
target list
or engage
a broker

Send out
teaser

Initial
phone
calls

Face-toface
meeting

Due
diligence

Term
sheet

Contract

Close
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Business plan
• Crowdfunding
–
–
–
–

Often need video
Clarity and simplicity essential
Need a compelling story
Need to generate interest and excitement about the
product

• Angel Investors / HNWI
– More focus on financials and the teams skills and
experience
– Teaser
– Executive summary very important
– Understand who you are talking to
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Business plan
• Venture Capital
– A teaser can be valuable
– Investigate the investor
•
•
•
•
•

Experience of the team,
What stage (late or early)
Typical investment size
Sectors and portfolio
Geographical and other focus?

– Need a polished pitch
– Know and understand your financials

• Strategic Investors
– Understand the company their vision and aims
– Understand the companies markets and highlight
similarities
– Focus on intellectual property and the skills of the team
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