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Gate2Growth is supported by the European Commission

InvestorNet - Partner in the Gate2Growth initiative supported by the European CommissionEntrepreneurship is “hype” in Europe with many 
projects looking for funding
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Investors are looking for the dynamic 
entrepreneurs
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They only invest in the winners !
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…….  Still many fails !
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all projects have lots of competitors !
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There is also competition for investors money
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Capital requirement

Seed    Start-Up Development    Growth M&A/Restructuring

Bank loansFFF

Business AngelsVenture Funds

Corporate investors/

Large Venture Funds

IPO/Stock market

Sources of financing
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500 new deals/year

Screening 
process

2 min/deal

250 selected deals

150 selected deals

10 min/deal

20 min/deal

75 analysed deals 4 Hours/deal

50 negotiation

5-10 
investments

10 Days/deal

490 rejected deals
1 month/
investment

Investor questions:

Do I like the business
concept and - model ?

If I believe in the business
plan and the budgets
can I make money?

Do I believe in the business
plan and the budgets?

Is it realistic ? Can this
management deliver the
promised results ?

Ok, would you like to 
meet us and discuss? 

Are you ready to start
serious negotiations.

The deal Funnel
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500 new deals/year

Screening 
process

2 min/deal

250 selected deals

150 selected deals

10 min/deal

20 min/deal

75 analysed deals 4 Hours/deal

50 negotiation

5-10 
investments

10 Days/deal

490 rejected deals
1-3 month/
investment

Investor questions:

Do I like the business
concept and - model ?

If I believe in the business
plan and the budgets
can I make money?

Do I believe in the business
plan and the budgets?

Is it realistic ? Can this
management deliver the
promised results ?

Ok, would you like to 
meet us and discuss? 

Are you ready to start
serious negotiations.

The deal Funnel
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Question 1:

Can I make money, if I invest in this project ?
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What are the expected revenues ?

How much shall I invest ?

Which ownership % do I get?
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Will this investment make me rich, compared to other opportunities ?
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If my alternative investment opportunities offers 30% IRR, then this 
project shall offer not 40 % ownership but above 60 % ownership !
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Net Present Value (NPV)

• Discounted cash flow calculated using a discount rate. 
– Only invest if NPV is positive

• The discount rate should reflect time preference rate and the uncertainty. 

Cash out

Cash in

Time
NPV
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Internal rate of return (IRR)

• Compounded rate of return on an investment that an investor receives on 
an investment at the time of sale or other exit.

• Or: the discount rate which makes the NPV = zero !

Cash out

Cash in

TimeNPV = 0
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Pre-Money Valuation

• Pre-money valuation is an often used term

– It is a measure of the value of the company before the new investment comes in.
– You can always calculate it, even if you do not think it is possible 
– It reflects directly the ownership % the new investor get.

New Investment x (1 – Ownership %)

Pre Money Value =                        Ownership %
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• Pre-money valuation is an often used term

– It is a measure of the value of the company before the new investment comes in.
– You can always calculate it, even if you do not think it is possible 
– It reflects directly the ownership % the new investor get.

You should be able to defend  the pre-money valuation, and 
if it has changed since last round of financing, be able to 
explain why!

New invst Owner % Pre Money
1.000.000 50,00% 1.000.000
1.000.000 18,00% 4.555.556
1.500.000 40,00% 2.250.000

750.000 15,00% 4.250.000
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Question 2:

Is the business model and budget realistic ?
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The product shall be excellent !
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But the solution shall also good !
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Can only “Rocket Science”
projects get financing? 



© InvestorNet - gate2growth.com 2006- page : 27

Gate2Growth is supported by the European Commission

InvestorNet - Partner in the Gate2Growth initiative supported by the European Commission

Curves was created in 1995 in Texas. It has grown like a wild 
fire acquiring more than 2 million members in more than 6000 
locations, with total revenues exceeding the 1 Billion $ mark.
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Competition from Traditional Health Club

High

Low

Price Amenities Workout
equipment

Workout
time

Availability
of
instructors

Encourage
environ-
ment and
discipline

Same
sex
environ-
ment

Convenience Womanly
Fun
Atmos-
phere

Home Exercise Program

Traditional Health Clubs

Source: Blue Ocean Strategy, Kim & Maubogne, 2005
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The “Curves” blue ocean strategy !
High

Low

Price Amenities Workout
equipment

Workout
time

Availability
of
instructors

Encourage
environ-
ment and
discipline

Same
sex
environ-
ment

Convenience Womanly
Fun
Atmos-
phere

Home Exercise Program

Traditional Health Clubs

Curves

Source: Blue Ocean Strategy, Kim & Maubogne, 2005
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The first Starbucks café opened in 1971 in Seattle’s in Pike Place Market. 

In 1987 there were 17 outlets and local investors provided funding for expansion. 

In 1990 there were 89 outlets, 
in 1992 there were 160 outlets
In 1995 there were 677 outlets 
In 2000 the number of outlets amounted to 3.500.

Today there are more than 11.225 Starbucks café’s scattered all over the world.
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Slow start and then high growth potential ?

Revenue

t

Starbucks funding time
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All examples from the 

NABI discovered that the highest-cost element to municipalities was
not the price of the bus per se, but rather the cost that came after 
the bus was purchased: Maintenance of running the bus over its
twelve-year life cycle.
This made NABI create a bus unlikely any the industry has seen before. 
NABI adopted fiberglass in making its busses killing “five birds” with one stone:
• Fiberglass bodies are corrosive-free
• Body repair is faster, cheaper and easier
• Light weight (30-35% less than steel) cut fuel consumption
• Light weight allowed the use of lower-powered engines and 
• fewer axles 
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The NABI “blue ocean” strategy!

High

Low

Initial
Purchase
price

Corrosion Maintenance
cost

Fuel
consumption

Environmental
friendliness

Aesthetic
design

Customer
friendliness

Life Cycle cost

Average U.S. transit bus

Source: Blue Ocean Strategy, Kim & Maubogne, 2005
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The NABI “blue ocean” strategy!

High

Low

Initial
Purchase
price

Corrosion Maintenance
cost

Fuel
consumption

Environmental
friendliness

Aesthetic
design

Customer
friendliness

Life Cycle cost

Average U.S. transit bus

Source: Blue Ocean Strategy, Kim & Maubogne, 2005

NABI would not have won any tender 
if they had not influenced the tender criteria from

-Product price
to

- Life cycle cost
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Skype was created few years ago and has now more than
70 million users world wide – without advertizing !!

•eBay Completes Acquisition of Skype
•San Jose, Calif., October 14, 2005 –

eBay acquired Skype for a total up-front consideration of 
approximately €2.1 billion, or approximately $2.5 billion, plus 

potential performance-based consideration. 
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PayPal opens hitherto unseen possibilities for SME’s to offer local services 

and secure payments. It is a solution to the problem of “micro payment”. 

It opens new business opportunities for service sector business model 
– even the small ones.

E.g. Combined with “map-localizers”, community web based advertising and 

service concepts has now become possible.
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The main differences !
• “Red Ocean” Strategy

– Compete in existing market 
space

– Beat competition

– Exploit existing demand

– Make the value-cost trade off

– Align the whole system of a 
firm’s activities with its 
strategic choice of 
differentiation or low cost.

• “Blue Ocean” Strategy
– Create uncontested market 

space

– Make competition irrelevant

– Create and capture new 
demand

– Break the value-cost trade off

– Align the whole system of a 
firm’s activities in pursuit of 
differentiation and low cost.

Source: Blue Ocean Strategy, Kim & Maubogne, 2005
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Question 3:

Is there a balance between the potential 
return of investment, the risk and my total 

cost to make this investment ?
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Small investments versus large investments

• The cost of making an investment is more or less the 
same irrespective of deal size.

• The cost of monitoring an investment is more or less the 
same irrespective of deal size.

• The risk of small investments is often higher than the risk 
associated to larger investments.

• The cost of exiting from an investment is more or less 
the same irrespective of deals size.

• - Why make small investments? 
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What troubles investors ?

• Transaction cost!
– Due diligence.
– Negotiation, contracts and legal stuff.
– Monitoring investment until exit.

• Investment size too small
– Potential capital gain does not justify transaction cost.
– IRR criteria to be replaced by NPV criteria

• Risk
– No previous experience from investing in this type of companies

• No clear exit route
– Entrepreneur build the company for himself – not for the investor!

Investment:  100.000€ or 1.000.000€
Transaction cost + monitoring: 50.000€

“money back 5 times”

100.000€ = 500.000€ – 10 % transaction cost

1.000.000€ = 5.000.000€ - 1% transaction cost

I would rather make one 1.000.000€ investment 
than ten 100.000€ investments!
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What troubles investors in general?
• Transaction cost!

– Due diligence.
– Negotiation, contracts and legal stuff.
– Monitoring investment until exit.

• Investment size too small
– Potential capital gain does not justify transaction cost.
– IRR criteria to be replaced by NPV criteria

• Many rounds of financing planned.
– More Rounds of financing increases uncertainty
– Risk of dilution is increased

• Risk
– No previous experience from investing in this type of companies

• No clear exit route or exit possibilities “far out!
– Entrepreneur build the company for himself – not for the investor!
– “money 5 times back” in 4  years = IRR 50 %
– “money 5 times back” in 6  years = IRR 30 %
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Question 4:

Can the management make it ?
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What is important for investors?

Source: Key decision factors for investorsSource: Key decision factors for investors
((CranfieldCranfield, ESADE Barcelona, ESC Lyon), ESADE Barcelona, ESC Lyon)

0 %1 %0 %Break-even point

9 %1 %0 %Financial outlook

10 %8 %2 %The Market

4 %3 %8 %The Product

23 %48 %37 %The Team

59 %38 %53 %The Entrepreneur

SpainUKFranceThe most important
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What is PAEI ?

• P – The role as “producer” in a management team.
– The “P” can create results and produce products and services better than 

competitors.

• A - The role as “administrator” in a management team.
– The “A” shall be able to plan, coordinate, control establish procedures for 

the organization

• E – The role as “strategy creator” and visionary in the 
management team.
– The “E” is the person who develops the strategy for business development 

and the development of new products and services. He adapt products and 
services to new market challenges and identify hither unseen opportunities. 

• I - The role as “integrator” in the management team.
– The “I” shall be able to create harmony in the organization and secure that 

the whole organization is moving in the same – and right direction.
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Type of Management teams

• Pooo: “the lonely wolf team”
• oAoo: “the bureaucratic team”
• ooEo: “the arson team”
• oooI: “let’s feel good team”
• oooo: “why are we here?”
• PAEI: “the text book team”
• ????: “your team ?”
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Different Phases requires different 
management style!

Start up    Early stage    Development    Internationalization  Growth/Death

poEo

Size of organization

paEi

PAei

PAEi

PAEI

pAeI
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What makes them invest ?

• The strength and competence of the management 
team.

• The possibility to “protect” the business concept 
and the growth potential.

• Substantial capital gain possibilities.

• Clear and realistic exit possibilities.
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Demand for capital and perceived IRR offered!

IRR

€

D

Low growth potential
Long time to market

Too high risk
Small investment

High growth potential
Short time to market

Acceptable risk
Substantial investment
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RISK !
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If you do not know better then the risk is:
acc. risk

– Technological risk 50,00 % 50 %
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If you do not know better then the risk is:
acc. risk

– Technological risk 50,00 % 50 %

– Market and price risk 75,00 % 50  %
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If you do not know better then the risk is:
acc. risk

– Technological risk 50,00 % 50 %

– Market and price risk 75,00 % 50  %

– Financial risk 87,50 %   50 %
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If you do not know better then the risk is:
acc. risk

– Technological risk 50,00 % 50 %

– Market and price risk 75,00 % 50  %

– Financial risk 87,50 %   50 % 

– Management risk 93,75 % 50  %
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If you do not know better then the total risk is:
acc. risk

– Technological risk 50,00 % 50 %

– Market and price risk 75,00 % 50  %

– Financial risk 87,50 %   50 % 

– Management risk 93,75 % 50  %

– Total risk percieved by the VC            93,75 %

– Or chance of success 6,25 %
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If you eliminate the management risk, then risk
is:

acc. risk
– Technological risk 50,00 % 50 %

– Market and price risk 75,00 % 50  %

– Financial risk 87,50 %   50 % 

– Management risk 93,75 % 50  %

– Total risk percieved by the VC            87,50%

– Or chance of success increases from  6,25 % to 12,5 %



© InvestorNet - gate2growth.com 2006- page : 56

Gate2Growth is supported by the European Commission

InvestorNet - Partner in the Gate2Growth initiative supported by the European Commission

Flow of capital

Real
estate

VC
funds

Bonds Quoted
stocks

Private
equity

Investors
-Pension Funds

-Insurance companies
-Banks

-Corporations
-Private wealthy people

-Others

Y o u r       s a  v  i  n  g  s
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The Venture Capital segment.

Buy-Out
Funds

Early
Stage

Generalist
Funds

Balanced
funds

Development
funds

Pooled IRR
1980-2003

12,2 %

Pooled IRR
1980-2003

9 %

Pooled IRR
1980-2003

9 %

Pooled IRR
1980-2003

9,0%

Pooled IRR
1980-2003

1,9%

Investor’s choice in the VC industry
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
Porteføljeselskaber

Porteføljeselskaber
Porteføljeselskaber
Portfolio companies

Traditional structure of a VC fund
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
Porteføljeselskaber

Porteføljeselskaber
Porteføljeselskaber
Portfolio companies
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
Porteføljeselskaber

Porteføljeselskaber
Porteføljeselskaber
Portfolio companies
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
Porteføljeselskaber

Porteføljeselskaber
Porteføljeselskaber
Portfolio companies

A typical
VC fond
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
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Management 
company

Investor
Investor

Investor
Investor

Investor
Investors

Fund II
Fund I

VC Fund I

Porteføljeselssskaber PorteføljeselssskaberPorteføljeselssskaberPortfolio companiesPortfolio companies Portfolio companiesPortfolio companies

Porteføljeselskaber
Porteføljeselskaber
Porteføljeselskaber

Porteføljeselskaber
Porteføljeselskaber
Portfolio companies

Investors request 
not less than
Euribor + 9 - 10 %

Need 2 % to manage and will 
request 10 – 20 % carried interest

Each Fund shall receive 15 % IRR

If risk is  50 %, then each Portfolio co. shall have the potential to generate  30+ % IRR
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VC company/fund

Private
Equity

1

VC FUND 1

Private
Equity

2

Private
Equity

3

Private
Equity

4

Private
Equity

5

Private
Equity

6

Private
Equity

7

Private
Equity

8

Private
Equity

9

Private
Equity

10

Private
Equity
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Business Angel (HNI)

Real
estate

Private
Equity 2Bonds Quoted

stocks
Private
Equity 1

M y       s a  v  i  n  g  s

Private
Equity 2
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The investment process



© InvestorNet - gate2growth.com 2006- page : 67

Gate2Growth is supported by the European Commission

InvestorNet - Partner in the Gate2Growth initiative supported by the European Commission

Solicited deals are often taken serious!

500 new deals/year

Screening process

2 min/deal

250 selected deals

150 selected deals

10 min/deal

20 min/deal

50 analysed deals 5 Hours/deal

25 negotiation

5-10 
investments

10 Days/deal

490 
rejected deals

1 month/investment
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How to get through the “eye of the needle”

• The business concept shall be easy to understand!

• It shall be easy to understand how an investment can 
generate substantial profit – to the investor !

• The growth potential shall be evident, and the risk well 
described !

• The management team shall be convincing!

• The business concept or the technology shall be ”cutting 
edge”.
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From deal-flow to exit

Project monitoring phases

Exit phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting

General 
support and 
development

Market
contact
and 

technology
support

Crisis in
management 

or
change of

management

Re-financing
and 

syndication

Merger
and 

Acquisition

Analysis of
exit routes

Selection
of exit 
strategy

Preparing
portfolio
company
for exit

Implementing
exit 

strategy

Bridge 
financing / 
Merger & 
Acquisition

Negotiation
and closing

EXIT

Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

Investors are only considering 
deals which fit their investment
preferences. 

Tip: Get to know what the
Investor preferences are, 
e.g by employing an advisor 
with this knowledge.
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

Investors have many deals to 
chose among – yours is only 
one of many! 

Tip: Go to investors where 
you think that your 
project/company will be 
considered “first in its class”!
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

When an investor is interested, then be ready 
to answer his questions NOW and not 
“tomorrow”! Too many deals “go south”
because the entrepreneur is not ready to 
supply the investor with requested information 
at short notice.

TIP: Make servicing the potential investor 
requirement a priority for the whole 
organization. Treat the investor like you 
treat your most valuable customer!
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

During this phase agreement shall not only be 
reached about the size of investment, but also 
about all the other type of conditions.

TIP:Get to know the typical documents and 
issues which will be part of the negotiation
• Pre-money valuation
• Term sheet structure and content
• Shareholder agreement
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

Too many deals “go south” because of 
unrealistic “pre-money” valuation of the 
investment target!

TIP: Be realistic about the share price 
you will offer! If the investor do not 
think he can make a lot of money from 
the ownership you are offering – why 
should he invest?
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Tools to test investor readiness developed 
under the Gate2Growth project

• Business plan self assessment tool SAT-Pro
– The completeness of a business plan can be tested.
– Special “sector versions” will shortly be available.
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Two ways of taking the test !

• Do it your self all alone!

• Do it with a friend.
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You can also do the “competence check”.

• Entrepreneur “competence check”
– It test if the entrepreneur/the team has a convincing 

reaction and answers to the questions from SAT-Pro.
– It simulates the first meeting with an investor.

This check shall be taken with an experienced advisor.
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The project offers only a 20 % IRR if I get a 40 % ownership. 
How much shall they offer me to provide a 30 % IRR ?
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They need to offer me a 60 % ownership to achieve the 30 % IRR
benchmark – but I do not want to be a majority shareholder!
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The Competence test

• The “InvestorNet Competence Test” combines testing
– the completeness of a business plan 
– the strength and weakness of the arguments and knowhow of 

the entrepreneur.

• The observation is complied in a model and presented 
as a structured feed back pinpointing the strength, the 
weakness, the arguments or professional skills, 
measured against investor expectations.
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Managerial skills/personal performance Project related performance
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Investment Decision phases

Access to
good deal
flow

Selecting
good
deals

Due
Diligence

Deal
Structuring

Negotiation
and 

closing
Investment

Management        
and Board

composition

If a new professional investor invest in 
your company then he will want to 
have s strong board position.

TIP: You should appoint your own 
board representatives so they 
match the ones appointed by the 
investor. Sound Board decisions 
are made through argumentation, 
not through majority vote!!
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Project monitoring phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting

General 
support and 
development

Market
contact

and 
technology
support

Crisis in
management 

or
change of

management

Re-financing
and 

syndication

Merger
and 

Acquisition

The first 6 month after the 
investment is done is the “trust 

building phase”.

TIP:
Make sure that you can 

deliver promised results, at 
least during this first phase.
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Project monitoring phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting

General 
support and 
development

Market
contact

and 
technology
support

Crisis in
management 

or
change of

management

Re-financing
and 

syndication

Merger
and 

Acquisition

During the daily routine you risk to 
forget to cater for the investor 

information needs, including those 
which has not been asked for!

TIP: Make sure to establish good 
and accurate reporting and 

develop your investor relations
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Project monitoring phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting

General 
support and 
development

Market
contact

and 
technology
support

Crisis in
management 

or
change of

management

Re-financing
and 

syndication

Merger
and 

Acquisition

Disappointment and crisis will 
come, and there will be a need for 
adjustments to the business plan.

TIP:
Disappointments should never 

come as a surprise to the 
investor!



© InvestorNet - gate2growth.com 2006- page : 95

Gate2Growth is supported by the European Commission

InvestorNet - Partner in the Gate2Growth initiative supported by the European Commission

If a crisis occur and there is a need for 
structural or organizational changes, the 

investors priority is to safeguard his 
investment – not your interest!

TIP:
Be ahead of the situation, and be the 

one who propose the actions which will 
re-establish confidence.

Project monitoring phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting

General 
support and 
development

Market
contact

and 
technology
support

Crisis in
management 

or
change of

management

Re-financing
and 

syndication

Merger
and 

Acquisition
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In many cases there is a need for 
additional financing or merger or 

acquisitions in order the secure the growth 
or survival of the company.

TIP:
Be proactive for such initiatives, if you 
resist, the decision will be taken even 

against your own will!

Project monitoring phases

Getting to 
know the
company and
work together

Monitoring
and 

reporting
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Re-financing
and 

syndication
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and 
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Exit phases

Analysis of
exit routes

Selection
of exit 
strategy

Preparing
portfolio
company
for exit

Implementing
exit 

strategy

Bridge 
financing / 
Merger & 
Acquisition

Negotiation
and closing

EXIT

There may be more exit possibilities 
than the ones preferred by the 

investor.

TIP:
Consider already from the start of 
the investment process how you 
would like the exit to take place –

and plan for it!
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Exit phases

Analysis of
exit routes

Selection
of exit 
strategy

Preparing
portfolio
company
for exit

Implementing
exit 

strategy

Bridge 
financing / 
Merger & 
Acquisition

Negotiation
and closing

EXIT

Investors first priority is to exit from 
the investment as early as possible 
and at the highest possible price.

TIP:
Be proactive and support the exit 

process – if not,  you get the 
investor against you – not a good 

idea!
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Exit phases

Analysis of
exit routes

Selection
of exit 
strategy

Preparing
portfolio
company
for exit

Implementing
exit 

strategy

Bridge 
financing / 
Merger & 
Acquisition

Negotiation
and closing

EXIT

The exit process (if not IPO) might 
create uncertainty in your organization.

TIP:
Make sure that not only you and the 
investor makes a profit from the exit 

process. Distribute the gains to 
your organization also!
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Exit phases

Analysis of
exit routes

Selection
of exit 
strategy

Preparing
portfolio
company
for exit

Implementing
exit 

strategy

Bridge 
financing / 
Merger & 
Acquisition

Negotiation
and closing

EXIT

Remember an exit is not completed 
before the money is in the bank!

TIP:
Have a strategy ready if the chosen 
exit route is a “dead end”.  Be open 

and discuss alternatives with the 
investor up front! 
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Essential investment documents 

• Term Sheet

• Shareholder Agreement

• Subscription Agreement

• Articles of Association

• Rules of Procedure
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The nightmare of early investors !
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The dilution dilemma !
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Increase in valuation

Pre-money valuation Amount invested

Series A Series B Series C Series D
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Drop in valuation

Pre-money valuation Amount invested

Series A Series B Series C Series D
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The two different price scenarios. 

92,9270,0060,0050,0040,00
Price / share

20072006200420012000Year

exit4321Round number

10.000.000Exit Price

29,5425,0010,0040,0040,00
Price / share

20072006200420012000Year

exit4321Round number

10.000.000Exit Price

Total 
investment 201.000 500.000 2.000.000 2.400.000 5.101.000

Total 
investment 201.000 500.000 2.000.000 2.400.000 5.101.000
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Investor IRR

Entrepreneur 421,31%

BA 1 -7,30%
BA 2 -9,61%
VC 1 68,90%
VC 2 68,90%
VC 3 18,17%

VC 4 18,17%

Increase in 
share price

Decrease in 
share price

No follow up

Decrease in 
share price

Follow up

Investor IRR

Entrepreneur 421,31%

BA 1 17,26%
BA 2 19,16%
VC 1 68,09%
VC 2 68,09%
VC 3 18,17%

VC 4 18,17%

A c c u m u l a t e d  

i n v e s t m e n t

1.000
200.000
500.000

1.200.000
1.200.000
1.000.000
1.000.000

1.000
200.000
500.000

1.200.000
1.200.000
1.000.000
1.000.000

1.000
725.000
875.000
975.000
975.000
775.000
775.000

Investor IRR

Entrepreneur 594,24%

BA 1 23,46%
BA 2 22,95%
VC 1 25,06%
VC 2 25,06%
VC 3 32,74%
VC 4 32,74%
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InvestorNet can offer:
• Services

– Screening of projects
• Checking investor readiness

– Investor search
• Identifying and attracting investors

– Deal structuring

• Training and education
– Master Classes for entrepreneurs and innovation professionals

• One day Master Class on “how to attract investors”.
– “Competence test” training for innovation professionals

• Two days workshop on the use of SAT-Pro and InvestorNet competence 
check.

• Tools
– SAT-Pro (sector versions: Energy, Medical Device, Food)
– SAT-Light (different language versions)
– InvestorNet Competence test (for innovation professionals)
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Thanks for your patience !
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InvestorNet 

Address : 
SCION-DTU
Diplomvej 381
DK 2800 Kongens Lyngby
DENMARK

Phone: (+45) 39 307 307
Fax :    (+45) 39 642 396
Mobile: (+45) 40 521 645

E-mail: ubj@gate2growth.com
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