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1
 Je Start-Up financieren. Hoe pak je het aan?
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CRESCO I ACADEMY
 MIC VLAANDEREN WORKSHOP
 PRACTICAL ASPECTS OF STARTING A TECHNOLOGY VENTURE
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• Corporate – How to create your company?
 I. What is the best legal form?II. How to prepare your company for fundraising? III. How to structure relationships between stakeholders?
 • Annex – Cresco representative transactions
 PROGRAM
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• Investors require a corporate entity to be in place at the tim eof funding.
 • Start-ups often opt for cost reasons for (semi-)transparant company types (e.g., VOF or Comm. V), but – from a liability point of view – we recommend to use a legal entity with limited liability (bvba). I. The costs to incorporate a bvba are relatively limited (capital to pay up
 amounts to minimum 6,200€ and notarial costs amount to approximately 1,500€).
 II. Upon funding the bvba will be transformed into a company type with a more flexible capital structure (which would allow for e.g., the implementation of a stock option plan, different classes of shares, flexible share transfer arrangements, rules regarding governance, etc.).
 • The NV is generally the company type of choice, with the proceeds of the VC funding used to pay-up the minimum share capital (61,500€) of the NV.
 OPTIMAL LEGAL FORM
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• Research has shown that the way VC providers ensure funding for the expansion of companies is increasingly done on the basis of emerging global standards and best practices
 • Actual relationship between VC firms and entrepreneurs will depend on, i.a.:
 I. Experience and reputation of the management/entrepreneur and state of the marketII. The attractiveness of the portfolio company as an investment opportunity (e.g. global
 expansion in promising economies)III. The stage of the company’s development (idea, start-up, emerging to more established)
 • Exit horizon is typically set between 7 to 10 years (equal to the expected duration of the fund)
 • There is a big difference in the nature of investment depending on its stage (seed, growth, expansion, etc..)
 RAISING CAPITAL
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• VC investment process1. Agree preliminary valuation with VC
 • Valuation with VC will be based on company’s past results (if available), its current level of performance and the present value of expected future profits if it obtains new capital for growth
 • At this stage an elaborate “pre” due diligence exercise will already take place to assist in the determination of the value
 2. Agree on amount of funding• Parties to agree on amount of funding and required return on investment• Minimizing investment risk can be accomplished by the use of staged financing
 whereby the funds are invested in tranches with different expected returns per tranche, depending on performance
 • Win-win situation for entrepreneur and the venture capital fund
 3. Execution of letter of intent or term sheet with basic business terms
 4. Performance of extensive due diligence5. Execution of definitive agreements and closing
 RAISING CAPITAL
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• Valuation and milestonesI. Pre-money valuation: used to determine the price per share to
 be paid by investors in the investment round• PPS is obtained by dividing such valuation by all shares and any options
 outstanding prior to the round
 II. Post-money valuation: refers to the valuation of the company immediately following closing (and including the proceeds)
 III. Often a VC will invest in tranches, subject to various technical and/or commercial milestones being met
 IV. Such milestones need to be carefully thought through to avoid later conflicts of interests between founders, company and investors.
 RAISING CAPITAL
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• Convertible debt financingI. Recent tendency at technology companies to raise funds under
 the form of convertible debt instruments, mostly as bridge financing to the completion of an equity financing round
 II. Most often provided that the bridge financing is convertible into preferred shares at the valuation of the round minus a discount of 10 to 20%.
 III. Convertible debt financing should be used carefully• Debt overhang: the larger the amount of debt raised as a percentage of the total round,
 the more difficult it will be to convince investors to accept the discount arrangement for the early investors
 • Valuation floor: not providing a floor on the valuation exposes the founder to significant risk as a financing might not be completed or at lower than expected valuations, thus advisable to insert a valuation floor whereby the debt may not be converted at a lower valuation
 • Type of securities: be careful about the promises and commitments made to bridge investors that might make future capital raisings difficult or impossible to implement
 RAISING CAPITAL
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• Type of share subscribed to by a venture capitalistI. a VC will normally only subscribe to preferred sharesII. Preferred rights are required because VCs in general invest far
 greater amounts than founders (who generally invest their ideas and times) at much higher valuations.
 III. Preferred shares also compensate for fact that VC has less control over day-to-day operations.
 IV. Each round will typically contain a new series of preferred shares
 • Preferred Shares rank senior to ordinary shares or founder shares in:I. dividend rightsII. Exit rightsIII. Conversion rightsIV. Anti-dilution rights
 STAKEHOLDER RELATIONS
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• Liquidation preference and deemed liquidationI. Right of investor to receive certain amount of proceeds upon
 liquidation or exit before any other shareholderII. Preference amount may be equal to the amount invested or a
 multiple of it, such as:• 1x non-participating preferred: if exit below post-money valuation, investors
 receive their funds back with remaining proceeds distributed to the other shareholders;
 • 1x participating preferred: investors receive their funds back and then share pro rata in remaining proceeds with the other shareholders
 III. Size and structure of preference reflects the risk inherent in a round (the higher the risk, the higher the required return) and diverging views between founders and investors
 IV. Right also applies upon merger, acquisition, change of control, consolidation, asset sale or IPO
 STAKEHOLDER RELATIONS
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• Conversion rightsI. VCs are typically entitled to convert the preferred shares into
 ordinary shares at any time, on a 1:1 basisII. Conversion ratio is adjusted to take account of any
 reorganisation of the capital structure as a form of anti-dilution protection
 III. Automatic conversion into ordinary shares often required in the event of IPO at a certain valuation and minimum net proceeds
 STAKEHOLDER RELATIONS
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• Anti-dilution rights (or price protection)I. VCs almost always require anti-dilution protection against new
 investments at a valuation lower than their pre-money valuation (down round)
 II. VCs will receive new shares for no or minimal cost to compensate the dilutive effect of the issuance of cheaper shares
 • Full ratchet: ensures that the % ownership of VC is kept at same level or same value in down rounds
 • Weighted average ratchet: level of protection depends on several factors, including the number of shares outstanding at the time of the down round, the size of the dilutive offering and the dilutive price
 STAKEHOLDER RELATIONS
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• Preferred dividend rightsI. Investors negotiate a preferential, cumulative dividend, usually
 fixed at a percentage of the purchase price paid for each shareII. No dividends may be paid to any other shareholders until the
 preferred dividend is paidIII. Capitalised dividends usually form part of the liquidation
 preference (with potentially severe consequences, depending on the timing of an exit)
 IV. Upon conversion of preferred shares into ordinary shares, dividends are also converted into common shares
 STAKEHOLDER RELATIONS
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• Founder sharesI. Founders and senior management are key to the investment
 decision and must remain in place to execute their business planII. Often provided that if they leave the company within a certain
 period of time, they are required to offer to sell their shares backIII. Price paid depends upon reasons for departure:
 • Good leaver: may be at fair market value• Bad leaver: may be a nominal price or nothing
 IV. Shares may also be made subject to a vesting schedule to ensure retention
 • Vesting means that person must remain engaged by the company for a certain period of time (except if through no fault of the relevant person)
 • Vesting can also be tied to performance targets• Vesting can be accelerated upon change of control
 STAKEHOLDER RELATIONS
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• Pre-emption rightsI. Investors will require the right to maintain their stake by being
 allowed to participate in any capital raising up to amount of pro rata holding
 II. Stock option plans and other circumstances may be excluded
 • Right of first refusalI. Obligation for shareholders who wish to sell, to offer them to
 some or all of the other shareholders, with certain exceptions
 • Co-sale and tag along rightsI. In the event of sale by a founder to a third party, the other
 shareholders may insist for the purchaser to purchase an equivalent percentage of their shares, at the same price
 II. In general makes it impossible for founders to sell any shares prior to exit
 STAKEHOLDER RELATIONS
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• Drag along rightsI. A drag along creates an obligation on all shareholders to sell
 their shares if a certain percentage votes to sell to that purchaser
 II. Often provided that regardless of required majority, VC has a veto right on a sale and that liquidation preference applies
 • Exit rightsI. In view of 5 to 7 year investment horizon, VCs often negotiate
 forced exit rightsII. VC entitled to find buyer for 100% of the capital and force the
 other shareholders to sell
 STAKEHOLDER RELATIONS
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• Representations & Warranties – IndemnificationI. Investors expect appropriate R&W to be provided by key
 founders and managementII. Purpose is to ensure that investors have complete and
 accurate picture of condition of the company so they can evaluate the risks
 III. Through disclosure letter founders and management can notify investors of exceptions to R&W and limit their exposure
 IV. Within certain time period and limitations, warrantors to indemnify investors for any inaccuracy:
 • In cash; and/or• Through delivery of their shares (which also serves as a way to reduce the pre-
 money valuation)
 STAKEHOLDER RELATIONS
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• Protective provisions and consent rightsI. Investors expect rights to nominate board members which will
 have veto rights for certain significant board decisionsII. Investors expect certain rights to block shareholder resolutions
 on significant shareholder matters
 • Information rightsI. Investors are required (by their investors) to monitor the
 condition of their investment, which is why they negotiate rights to receive:
 • annual budgets;• Unaudited monthly statements• Unaudited quarterly statements• Any other important information concerning the company
 STAKEHOLDER RELATIONS
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• Relationships between Board of Directors and managementI. The Board of Directors sets the general policy and supervises the
 managementII. The ounders/management runs the company on a daily basis and
 reports to the board of directorsIII. Decision making by management is subject to veto and information
 rights imposed by external investors
 • Negative control rightsI. It is important to note that VC’s generally do not wish to run a start-
 up and actively manage itII. VC’s will normally only exercise their veto rights when in total
 disagreement with managementIII. Veto right is “passive” to the extent that it confers the right to say
 “no” rather than actively manage the company
 STAKEHOLDER RELATIONS
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• IP Assignment and non-compete agreementsI. Investors will demand all founders, executive and employees to
 assign their IP rights to the company II. This is also valid for employees of an academic institution
 working for a spin-off of such institutionIII. Founders and senior management will also be required to
 execute non-compete agreements• Investment is based largely on value of technology and management experience• Leaving to a competitor to do the same, could significantly affect the value of the
 company
 STAKEHOLDER RELATIONS
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• Employee share option planI. A percentage of shares of the company must be reserved for
 share option grants to employees and management of the company
 II. To provide an incentive for such persons to share in the financial rewards resultign from the success of the company
 III. 10-20% is customary for technoloy companies and should be held steady, taking into account each capital raising
 IV. Typically stock option plan is not for founders and other management with significant shareholdings
 STAKEHOLDER RELATIONS
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Mergers & AcquisitionsCresco’s M&A practice covers information technology, venture capital and private equity, clean tech, hospitality, real estate, infrastructure, financial institutions and industrial conglomerates. • Represented Clear2Pay and its shareholders in its $500 million
 acquisition by FIS Global and the acquisitions of J-Ware, Lexcel Inc., ISTS Inc. and Level Four Limited by Clear2Pay;
 • Represented Autogrill in various acquisitions, divestments and reorganizations;
 • Represented the management of AR Metallizing in the sale to HIG Europe;
 • Represented Steigenberger in the acquisition of the Conrad Hotel in Brussels;
 • Represented certain shareholders of Shutl in the sale to eBay.
 Cresco representative transactions
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Venture Capital & Private EquityCresco has market-leading capabilities in private equity and venture capital matters including fund formation, capital raisings, (regulatory) compliance and exits of portfolio companies.• Representing Gimv in a confidential EUR 20 million acquisition and PMV in a
 confidential EUR 10 million investment expected to close in October-November 2014;
 • Represented the management in the creation of Hummingbird Ventures I (EUR 30 million) and Hummingbird Ventures II (USD 40 million), both early stage technology venture capital funds;
 • Represented the management in the creation of Capital-E II Partners (EUR 30 million), an early stage technology venture capital fund;
 • Represented Aliad, the corporate venturing arm of Air Liquide, in its investment in Xylowatt, a Belgian clean tech company;
 • Represented Fortino in its investments in Zentrick and Teamleader, and its bid for Electrawinds in consortium with Gimv and PMV;
 • Represented the Hummingbird entities with i.a. their investments in Kraken, Armut, Souqalmal, Taxibeat, Showpad, Engagor, Hmizate, Peak Games, Ciceksepeti, Awingu, Digitouch, Wakoopa, Racktivity, Shutl and PeopleCube. 
 Cresco representative transactions
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Entrepreneur & Executive Counseling - Emerging and Growth Companies PracticeCresco represents entrepreneurs, start-ups, emerging and growth companies, on their plans and ideas, fundraisings and organizing their day-to-day business:• Represented Amplidata, an international cloud storage player, in
 various funding rounds for a total amount of EUR 50 million;• Represented MarkaVIP, a Middle-Eastern ecommerce company, in
 various funding rounds for a total amount of USD 60 million;• Represented Itineris, a technology company for the utilities sector, in
 its acquisition of US based Crimson Oak and its funding rounds led by PMV and Gimv for a total amount of EUR 15 million;
 Cresco representative transactions
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Intellectual Property and Innovation CounselingCresco structures brand protection, corporate partnering and strategic alliance transactions, R&D deals and co-ownership agreements, group IP structuring and licensing arrangements, outsourcing arrangements and OEM agreements.• Represented incubator iMinds in the design and roll-out of its
 incubation program;• Represented Clear2Pay in the negotiation of complex license and
 integration agreements with financial institutions on a worldwide basis;
 • Represented various investment funds with the analysis of the IP portfolios of target companies.
 Cresco representative transactions
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OFFICESLange Kievitstraat 118-120
 2018 AntwerpBelgium
 [email protected]
 + 32 496 58 98 33
 mailto:[email protected]
 mailto:[email protected]
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Business Angels Netwerk BAN Vlaanderen vzw
 Het platform waar kapitaalzoekende ondernemers en privé-investeerders
 elkaar vinden.
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Ontstaansgeschiedenis
 Sinds 1997 tot en met 2003 :
 Vier onafhankelijke Vlaamse BAN’s :
 • Limburg BAN vzw• Bizzbees bvba• Vlerick BAN vzw• Flanders Business Network vzw
 Januari 2004 : Oprichting BAN Vlaanderen vzw
 door samensmelting van de 4 bestaande Vlaamse netwerken
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Regionale aanwezigheid
 Sinds medio 2010: bijkantoor te Geel
 GEEL
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Kerntaken
 • het bewust maken van ondernemers en kandidaat business angels voor business angels financiering
 • het informeren, trainen, opleiden en voorbereiden van de ondernemers en business angels
 • het in contact brengen van ondernemers met business angels (de eigenlijke ‘matching’)
 • het samenbrengen van business angels met het oog op syndicaatvorming
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BAN Vlaanderen in cijfers
 • Investeringspool van +/- 225 business angels• Inflow van ongeveer 600 dossiers op jaarbasis• Lancering van +/- 100 projecten jaarlijks• Organisatie van +/- 20 ontmoetingsfora per jaar• Realisatie van 25 investeringsdeals per jaar, door 40 à 50 business angels• 1 Webplatform www.angel4me.be
 http://www.angel4me.be/
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• Banken : verstrekken geen risicokapitaal & eisen waarborgen
 • VC & PE-fondsen : vnl. geïnteresseerd in grotere projecten
 • Vaststelling : nood aan Business Angel financiering in start-up fase of groeifase
 ‘Equity Gap’:Behoefte aan BA-financiering

Page 34
						

Sweat equity Seed money Start-up Expansion
 Entrepreneur, 3 F’s Business Angel (syndicate)
 CFVenture Capitalist
 Bank
 Prototype Product introduction
 Marketing
 Expansion
 Sales
 engineeringprototype
 Concept
 know how time
 research
 marketing plan
 proof of concept
 business planproductionprototype
 1st personnel start marketing
 management teammarket studies
 workingcapital
 Productsupport
 helpdeskmaintenanceproduct enhancements
 regionalmarketsegment
 marketing plan
 Keuze van financieringsbron
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8. Meer dan geld !
 Het unieke aan Business Angels
 De twee “vleugels”:
 1. Kapitaal2. Relevante knowhow
 Succesfactoren voor bedrijfsgroei
 Meer dan geld
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Profiel van de Business Angel
 • Vermogende ondernemers, kaderleden, families, relevante VC’s
 • Investeringen normaliter tussen € 25.000 en € 250.000• Beschikken over uitvoerige netwerken en specifieke
 kennis• Gepassioneerd rond ondernemerschap en investeren• Bieden strategische visie en spelen rol als mentor• Investeren bij voorkeur lokaal• Op zoek naar chemie met de ondernemer
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Eerste analyse investeringsvoorstel en businessplan
 Akkoord over verdere werkwijze
 Ondernemers-opleiding rond BA-financiering
 Opmaak anonieme fiche met kerngegevens van het project
 Informeren van business angels over het project via newsletter
 Matching events
 Beoordeling haalbaarheid en winstgevendheid (door investeerder)
 Onderhandeling en afsluiting akkoord gebeurt autonoom tussen
 ondernemer en investeerder (op vraag dealmaking-begeleiding mogelijk)
 Werkwijze
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Toegevoegde waarde ondernemer
 • Contacten met ervaren (ex-) ondernemers• Meer kans om “slim geld” te vinden• Lagere zoekkost• Feedback van het netwerkteam én van de business angels• Opleidingssessies• Alternatieve financieringsbron• Discrete aanpak
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Toegevoegde waarde Business Angel
 • Selectie van projecten die reeds een eerste screening door het netwerk doorlopen hebben• Lagere zoekkost naar projecten, zowel naar geld- als tijdsbesteding toe• Een anonieme aanpak, indien gewenst• Contacten met andere business angels: risicospreiding en knowledge sharing• Ontmoetingsfora• Informatiesessies rond relevante topics
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Welke sectoren ?
 Alle economische sectoren
 uitgezonderd
 kleinhandel,
 horeca,
 zuivere
 immo-projecten
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Welke bedragen ? Mediaan gezocht bedrag in 2013: € 250.000
 Mediaan geïnvesteerd bedrag 2013 : € 136.000
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Eerste hefboom : BA+ lening Participatiefonds Vlaanderen
 • Achtergestelde lening • Max. 125.000 € en afhankelijk van BA-inbreng
 • Looptijd 5, 7, 10 jaar met vrijstelling van kapitaal terugbetaling van min. 1 jaar, interessante
 rentevoet
 • Aanvraag via BAN Vlaandernen• Voorafgaandelijk of uiterlijk 6m na investering• Eénmalige fee van 2,5% (no cure, no pay)
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Tweede hefboom: ARK Angels Activator Fund
 • Vlaams risicokapitaalfonds• Op initiatief van BAN Vlaanderen• Opgericht binnen Arkimedes-regeling (ARKIV-statuut)• Met kapitaal VAN ca. 60 Vlaamse Business Angels• Als co-investering VOOR alle Vlaamse Business Angels
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• Kapitaal: 14,8 mio €• Investeringsfocus: seed capital, early stage, growth, maar ook
 specifiek naar MBI, MBO en overname.
 • Geen sectorfocus (geen themafonds)
 • Focus op “ondersegment” van de fundingmarkt in een vork van EUR 250K tot 1,5 M
 • Strategie: co-investeringen (preferentieel naast business angels)
 > Tot max. 4 x BA-bedrag
 • Structuur: gesloten fonds op 10 jaar
 Ark Angels Activator Fund
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Levensfase
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Deal realisatie
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Starters
 http://www.google.be/url?sa=i&rct=j&q=cardiff+group+nv&source=images&cd=&cad=rja&docid=30fxMvrEqpx_LM&tbnid=o5e8qYdpX3nGLM:&ved=0CAUQjRw&url=http://www.cardiffnv.com/en&ei=0oWwUa6YOtH3sgaWo4GQAg&bvm=bv.47534661,d.Yms&psig=AFQjCNFjZc97w-Df25lazVtRxJCN_wuZDw&ust=1370609487724227
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Groeibedrijven
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Mature bedrijven
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Synergie: Overheidsmaatregelen
 Pre-seed
 Start-up Early-growth
 Risk
 Win-Win Lening
 ≤200.000 €
 BA+ LeningParticipatiefondsMax. 125.000 €
 Arkimedes≥ 500.000 €
 Vinnof100k-250k
 €
 ExpansionSeed
 ParticipatiefondsOptimeo
 ParticipatiefondsStarteo/
 Starterslening/
 Business Angels
 Waarborgregeling- - - - - - - - - - - - - - - - - - - - - - - - - - - - - >
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Conclusie: schitterende “leverage” door gecombineerde financiering voor BA & Ondernemer
 • Stel : vb. investeringsvraag 600 k €– Inbreng business angel(s) : 125 k €– Inbreng ‘Ark Angels Activator Fund’ : 250 k €– BA + lening 125 k €– Bankfinanciering : 100 k €
 Business angels kunnen vandaag met een ‘beperkt’ bedrag een aanzienlijke hefboom doen ontstaan binnen de financiering van een ondernemingsproject.
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ConclusieBAN Vlaanderen vzw is:
 • Vlaamse speler met lokale toegang• Leverancier van risicodragend kapitaal + knowhow• Vlotte en discrete werkwijze• Hefboom naar andere financieringsbronnen• Breed toepassingsgebied• Ten dienste van ondernemend Vlaanderen
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Contact
 Rik Van den HendeCoördinator O-VL/Brussel
 BAN Vlaanderen vzwp/a Vlerick Business School
 Reep 19000 Gent
 Tel.: 0495/604.640Mail: [email protected] Website: www.ban.be
 mailto:[email protected]
 http://www.ban.be/
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