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The Real Do’s and Don’ts
of approaching a VC




First interaction

From Email to a meeting

First meetings — Do’s and Don’ts
Things entrepreneurs forget to do
Things entrepreneurs often do
“Top 5 things”

Gemini in bullets
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First interaction

e |ntroductory Email
e Unsolicited = low priority
e Don’t send an Email if you do not have material
e Refrain from NATO distribution
e No “Cut, paste and send”
e Hebrew is a wonderful language, English is the VC language
e Use spell-checkers (and a dictionary, to be on the safe side)
e VCs do not sign NDAs - save the trouble

e Attachments
 The smaller the better
e A professional teaser vs. a professional turn-off
e Passwords and other nuisances are not appreciated
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A few examples...

From: N Sen
T Gy Horowikz
e

Subject:  : Gemini and I - = < ctem

| Shalom Sy
&nd I ask U to give me few seconds from your time because I see opportunity to work together,

We are developing an NI - -t system, Our products will be very sensitive and will give results with
only walking stress.

I can send U more information like EXECUTIVE SUMMARY,
Can I ask you kindly to update your people that I tcsted 60 GGG, -0 15 I |

R algorithm found all the 69 health one and all the 19 patients.
The next step is to test the product an 200 GGG, - SO I

Yours truly,
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Executive Summery

A complete product
development schedule,
in-depth market research,
detailed financials.
This must have taken
weelks to write.

T h A new business plan.
e Looks like a lot of

V C work went into this.

11.0
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e
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& Kathryn Siegler

R
Just...

Yeah. | gave it
a good scrub.

Mothing there.

This will require a
thorough reading.

o | Wanna go
S to lunch?

7
¢

one...

second...

Olk.

%,

A\
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From an Email to a meeting

® A phone call is a milestone, not a gate
* Never refuse to discuss things on the phone first
e [f “it's not interesting”, arguing won’t make it interesting
e Ask for referral to a more relevant fund
 “We are talking to other VCs” - make sure you use it properly
e Be ready for key questions (“how much?”)

® Due diligence is not unidirectional
e What were this fund'’s recent investments?
e Who is the relevant partner?
e Read about companies that received investment from this fund
e Talk to entrepreneurs who were funded or rejected by this fund
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From an Email to a meeting

The

What do you
think of my
business plan?

It's good, but
it's missing
something.

What's
that?

If it just had
more of a
direct sales

model, we'd
be interested.

oY

by Robert van Goeben

& Kathryn Siegler

ONE WEEK LATER...

ONE WEEK LATER... ONE WEEK LATER...

OK, we've
added an
OEM
channel.

We've
beefed up
the direct
salas,

Hmm...
Looks OK,
but if it only
had an OEM

strategy.

I don't see 've made all the
anything changes you su%gested,
about

technology
licensing.
If you just
focused on
that...

=N

Will you invest

You're all over

the map, and

your plan is very
unfocused.

We'll have to pass. |
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First meeting

e Time planning
e Consider only HALF of the allotted time as ‘yours’
e Make sure you understand all attendees’ time limitations
e [f time is running out, ask what to focus on
e Send the material a few days before

e \Who should attend

e Alone is better than having a mute partner
e Nevertheless, if you can have two relevant people - do it

® Accessories
e Disk-on-key is recommended
e Handouts are
redundant
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First meeting

- --.
[ A Uh, OK.
Thank you ' )
T he for talcir'.w; The rapidly

the timeto | ————— c?azgmg nature

hear about When | go of the net is

my new like this,git making possible

company. means :h?ﬁriandigm

| get it, p
1 0 L go faster, y
L
|::-':.' Rabére voan Goaeben
& Kathryn Siegler : _.;
(| Our
Our,um, We
company markets... do
looks to tools.
provide a ﬁ:'i ucts Oh...
solution to '
the business :i:: a..;lm-. t
EFﬂblems market
for tools.
// We'll pass.

N\
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First meeting (cont.)

® Presentation essentials

e Who are you?
« What makes you investible?
Why is what you are doing big?
» Size of the opportunity
e How are you going to do it?
» Unique approach
» Relevant knowledge and know-how
Who else is (or will be trying) to do it?
» What makes you better?
When will you have the 1st beta?
« 1sttrial?

e 1st customer?
 1strelease?

How much will it cost to get there?
* How much money do you need?
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First meeting (cont.)

e Famous last words
e “We haven’t decided whom of us will be CEO”
e “The first thing we’'ll do is talk to potential customers”
e “This problem is huge and all the analysts are talking about it”
e “There are no competitors in sight”
 “We need anywhere between 500K and 5 million”

® Take-aways
e What's the process in this fund?
e Where are we on your priorities?
e Main concerns / issues
e Who would you recommend that we talk to?

e The 1°" meeting is about creating interest and learning - not selling
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First meeting (cont.)

rl'm glad

The you're OK, and Then we'll
interested in then what? schedule

What's the e

series of

nextstep? | | 1d like to meetings

y schedule with the

1 4 . 0 another other

meeting. partners.
by Robért von Goeben

& Kathryn Siegler

(We'll takea |
How long e lta ca What if Why don’t
does this || €OUP'e more you're really you just
g0 on’ meetings to interested in say “no”

keep the deal : ina?
alive, in case it investing now?

catches fire.
Eventually,
things will bog
down and
you'll go away.

> ~\

Um...Let's
schedule a
meeting to
discuss that.

I'd just say
SO NOW.
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Things entrepreneurs forget to do

e Talk to potential customers
e Not “is it interesting”, rather “how much will you pay for it”
e Get written statements and/or permission to use as references
e Build a “bottom-up” strategy accordingly

® A real competitive analysis
e Who may become a competitor?
e Which technologies or trends compete with your paradigm?

e Comparables

e Which examples can you find to companies resembling your —
+ Business model
« Margins
« Sales cycle
| ’ - Exit path 13
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Things entrepreneurs often do (and shouldn't)

® Rely solely on analysts
e VCs do not believe analysts
e Analysts do not believe themselves
e Analysts fail consistently in quantifying trends

e (Calculate the TAM “top down”

e Not even one figure is substantiated by fact
e The bottom line can never look bad this way

e Massage the financials to death
e “This figure is too low — no VC would invest”
e “This figure is too high — the VC will not believe it”
e “This date is too early - the VC will think we are amateurs

e “This date is too late — no VC would dare enter such an adventure”
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5 things VCs love to see

e Domain expertise

e A2"%timer

® A ‘good guy’ on the board

® An industry expert as mentor / advisor etc.
e An identified relevant beta customer
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5 things that turn VCs oft

® People who ‘know it all’

e 8 founders with equal holdings

e “We have a termsheet from another VC”
e Qutrageous valuation

e People that will never step down as CEOs
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5 things that turn VCs off

TOO MANY HOOKS, NOT ENOUGH FISH...

It"s another V., They're
offering double your

T hE We're in a competitive, valuation.

business, so we're glad to
e the first to the table There's the other line,
with a term sheeat, hold an..
| i | Wait, let's
5 - talk abowut it...
e . e

\ \
We're ready tu...]

Hold on, | have
[-I'm afrald to ask. L

to answer this...

It's a corporate investor. The
valuation’s doubled again.

Oops, there's line three... Investment bankers. Looks
like we're going public. Guess
you didn't move fast encugh.

| e No, wait! |
e o
H\.
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Gemini in Bullets

First

First Yozma Fund, now over $550M under management

We helped build the 3" largest VC industry in the world

Focus

Israel, IT, Seed and Early Stage

Success

Exits include: Precise, Ceragon, Commtouch, Exactium, Jacada,
Oridion, Ornet, Radnet, Riverhead, Verisity + Saifun (Nov 2005)
Repeat

Our Entrepreneurs

Our investors

Team

Domain expertise and “real world” start-up experience
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Some VC Blogs

Danny Cohen
Partner is Gemini, handles Internet
http://coheda.typepad.com/

Kavim Lidmuto
A member of the Israeli VC community
http://israblog.nana.co.il/tblogread.asp?blog=24829

AVC
Fred Wison (Union Square)
http://avc.blogs.com/a vc/2005/10/ve cliche of th 2.html
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Questions?

The

Y

by Robert von Goeben
& Kathrym Siegler

I THE POWERPOINT PRESENTATION. ..

11l walk you through some
slides about our company.

Feel free to ask questions.
Slide number one: we're in

the marketing automation

space.
Canlaska
questit}n!'

Is there a market here? I'll answer
that myself. Forrester projects
$1B by 2002.Your technology?
Who cares, this space is all about
marketing. Competition! Plenty.
Of course, you see the 200 |b.
gorillas as “partners™ since you
can’t compete. Let's move onto
sales strategy, where you'll
envision lining up key VAR's to
leverage sales, but really you
want to ignore the nasty SAP
integrations you'll run into.

" What's your plan for funding?
I've got that one covered too.
You want about $2-3M now to
get you through the next twelve
months, after which time you
envision a corporate round at a
ridiculous valuation. You “'see an
IPO in 36-48 months,"” but we
both know you'll get taken out
by an also-ran that went public
when the market was sleeping.
In the end, we'll all be sitting on

“walking dead" $2/share stock.

—
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W THEVC CoM

Umm...
Should we move
onto slide #2?

e
Don't bother.
We get it
We'll pass.




Thank you

Assaf Frenkel
Associate

Gemini Israel Funds
assaf@gemini.co.il
+972-9-971-9111
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