PITCHING INVESTORS,
NEGOTIATING THE DEAL,

AND EVERYTHING ELSE .

ENTREPRENEURS
NEED TO KNOW

THE

ART OF
STARTUP
FUNDRAISING

J ALEJANDRO CREMADES

FOREWORD BY BARBARA CORCORAN

WILEY



PITCHING INVESTORS,
NEGOTIATING THE DEAL,
AND EVERYTHING ELSE
ENTREPRENEURS

NEED TO KNOW

THE

ART OF
STARTUP
FUNDRAISING

ALEJANDRO CREMADES

WILEY



Cover design: Wiley
Copyright © 2016 by Alejandro Cremades. All rights reserved.

Published by John Wiley & Sons, Inc., Hoboken, New Jersey.
Published simultaneously in Canada.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any
form or by any means, electronic, mechanical, photocopying, recording, scanning, or otherwise,
except as permitted under Section 107 or 108 of the 1976 United States Copyright Act, without
either the prior written permission of the Publisher, or authorization through payment of the
appropriate per-copy fee to the Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers,
MA 01923, (978) 750-8400, fax (978) 750-4470, or on the web at www.copyright.com. Requests
to the Publisher for permission should be addressed to the Permissions Department, John Wiley &
Sons, Inc., 111 River Street, Hoboken, NJ 07030, (201) 748-6011, fax (201) 748-6008, or online
at htep://www.wiley.com/go/permissions.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best
efforts in preparing this book, they make no representations or warranties with respect to the
accuracy or completeness of the contents of this book and specifically disclaim any implied
warranties of merchantability or fitness for a particular purpose. No warranty may be created or
extended by sales representarives or written sales materials. The advice and strategies contained
herein may not be suitable for your situarion. You should consult with a professional where
appropriate. Neither the publisher nor author shall be liable for any loss of profit or any other
commercial damages, including but not limited to special, incidental, consequential, or other
damages.

For general information on our other products and services or for technical support, please contact
our Customer Care Department within the United States at (800) 762-2974, outside the
United States ar (317) 572-3993 or fax (317) 572-4002.

Wiley also publishes its books in a variety of electronic formats. Some content that appears in print
may not be available in electronic books. For more information about Wiley products, visit our
web site at www.wiley.com.

Library of Congress Cataloging-in-Publication Data:

Names: Cremades, Alejandro, author.

Title: The art of startup fundraising : pitching investors, negotiating
the deal, and everything else entrepreneurs need to know / Alejandro
Cremades.

Description: Hoboken, New Jersey : John Wiley & Sons, Inc., [2016] | Includes
index.

Identifiers: LCCN 2015048158 | ISBN 9781119191834 (hardback) | ISBN
9781119191858 (ebk); ISBN 9781119191841 (ebk)

Subjects: LCSH: Venture capital. | New business enterprises—Finance. |
Entrepreneurship. | BISAC: BUSINESS & ECONOMICS / Entrepreneurship.

Classification: LCC HG4751 .C78 2016 | DDC 658.15/224-dc23 LC record available at

hetp://lcen.loc.gov/2015048158

Printed in the United States of America

109 87 6 54 3 21



Foreword

MY MOM ALWAYS SAID IT was never a good time to have a baby, and she
had 10. Whenever she told my dad, “Okay, Eddie, I'm pregnant,”
he would run right out and buy another bed. When I started the
Corcoran Group, | grew the company the way my mom did her
family. We grew from 6 to 60 salespeople in our first five years, and
from 60 to 1,000 salespeople over the next 20 years, because | knew
the secret to growing a business fast is to never wait until you're
ready. .

Every great entrepreneur I know expands long before their
business is ready. It’s the only formula I know for aggressive growth.
It forces you to think faster and move smarter because you're always
overextended and you have to pay the rent. With growth, many
times additional funding is required to support the operations.

I sit in a privileged seat as a shark/investor on the Emmy-winning
reality show Shark Tank, and each season we hear hundreds of heartfelt
pitches from passionate entrepreneurs who are looking for funding.
We listen to pitches for everything from the ingenious to the ridicu-
lous, and get to put our own hard-earned money behind the concepts
we believe will be big winners. Once a deal is closed, the fun part
begins when I get to work one-on-one with the entrepreneur with
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whom I'm investing. I shepherd them from dream to execution, past
all the hurdles and hard times, and if we’re all a little bit lucky, on to a
genuine, breakout success!

However, before I put my time, my money, and my partner’s
money behind any entrepreneur, | want to know everything I can
about them and make sure every business I choose is a real winner.
Investing in startups is a very risky business. Most of them fail, some
eventually prosper, but only a few make a 20-to-1 jackpot return.

First, I'm looking for an entrepreneur with street smarts. Most of
the entrepreneurs ['ve met don’t have street smarts, and too many of
them have answers that are way too smooth for me to trust. 'm trying
to single out the winners with good gut reactions who are also smart
enough to trust those reactions. I'm looking for entrepreneurs who
can size up people quickly and motivate them, and spot opportuni-
ties where others see only obstacles. This takes not the usual book
smarts, but real live street smarts.

[ want to invest in the risk takers. Every great entrepreneur I've
succeeded with has an unusually high tolerance for uncertainty—in
fact, they're turned on by risk. Too many would-be entrepreneurs
have buttoned up business plans with lots of numbers, fancy projec-
tions, and reasonable deductions. Those aren’t the ones for me.

[ want to put my money on entrepreneurs who know how to get
back up fast after they've been kicked in the gut. They get knocked
down just like us, but unlike most of us they take very little time
feeling sorry for themselves. I sometimes think to be a great
entrepreneur you need to have a low enough IQ so once you're
knocked down you're too stupid to lay low, and instead pop back up
saying “Hit me again!” I don’t think you can learn resilience; it’s a
built-in attitude.

To me, this is what can make or break a pitch. The best
entrepreneurs have faced challenges and risen above them. That
resilience is what I'm looking for when I hear new ideas on the show
(and in life).

I need to invest in founders who know how to communicate. I've
learned that a new business goes nowhere if it doesn’t have a good
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salesman at the helm. Somebody’s got to sell the new product or
service and that’s the job of the founder. At the end of every
interview I find myself asking, “Would I buy from this guy? Is his sales
pitch irresistible?” Based on the answer to that one question, [ turn
down 95 percent of the businesses that are presented to me.

I've learned that the number-one rule in sales is that everybody
wants what everybody wants and nobody wants what nobody wants.
When you tell someone they can’t have something, they always want
it more, but let that same person know there’s plenty to go around
and they’ll always go home to think about it. If you don’t have people
clamoring for your venture, you've got to dream up a way to create
the illusion that there is demand. This is why salesmanship is key in
fundraising.

Good salesmanship is never anything more than emphasizing the
positives and playing down the negatives. And if you can find a
unique gimmick, you'll have a huge leg up when raising capital, and
also over your competition while you are executing on your vision.

[ first learned the power of using a good gimmick as a young
waitress in a New Jersey diner, trying to compete with Gloria, a
blond bombshell with attention-grabbing breasts. Following my
mom’s advice, | tied red ribbons to my blonde pigtails to look
like the innocent virgin I was. My tips immediately doubled. When I
started my real estate brokerage company, the Corcoran Group, |
used lots of gimmicks to build my brand.

I'm always looking for someone who's a bit arrogant, as I've
learned that aggressive entrepreneurs bring home the bacon. They
make lousy employees, have issues with authority, and don’t want to
be told what to do. I like to put my money in the hands of an
entrepreneur who thinks he or she knows more than me. They’ll
need that kind of confidence to jump over the huge obstacles that
stand between them and the finish line.

What I like best about angel investing is that I get to use
everything I've already learned on Shark Tank. How do you impress
an angel? How do you win their confidence and get their invest-
ment? There are tons of new business ideas out there—good, bad,
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and crazy—and I've seen my fair share of them all. The difference
between a good idea and one that makes money is simple: It’s gotta
make sense. The idea can either be a totally new invention lots of
people will use or a much better way of doing something that’s been
done a hundred times before.

Another key ingredient that I look for when investing in a new
company is work ethic. Before I invest in any business, I'm looking
for a partner. A fancy website may get me in the door, but if you can’t
woo an angel, you won't woo your customers and build a huge
success.

This book by Alejandro Cremades will help entrepreneurs in
obtaining a clear understanding of how fundraising works and what
it takes to be successful in the process in order to impress people who
invest in the startup ecosystem, like myself.

Alejandro’s experience as the founder of Onevest makes this
book unique, as the fundraising game has been changing substan-
tially over the past years with the implementation of new laws that
were introduced with the JOBS Act. With the capital moving into
the online world very quickly, this book should be a must-read for
any entrepreneur who is beginning to raise capital to build their
venture.

—Barbara Corcoran
Investor on ABC's Shark Tank
Founder of the Corcoran Group
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Everything Started with Onevest

WITH THE ENCOURAGEMENT OF MY PARENTS, Bernardo Cremades and
Leticia Roman, I moved to the United States from Spain with my
brother Bernardo on August 13, 2008, after obtaining my law degree
in Spain.

My brother is without a doubt my very best friend. On that day,
after picking up our luggage and getting into a taxi, we were both
completely wowed as we gazed through the windows on our way to
Manhattan from the airport, while the driver, Luigi, told us his life
story with a thick Italian accent.

Initially, the plan was for me to earn my masters in International
Business and Trade Law at Fordham Law School and then practice
law as an attorney. | had a great time at Fordham, even though some
of my classmates were old enough to be my parents. They all called
me Junior.

Three months before my graduation from Fordham, I received a
great offer from the respected law firm King & Spalding. The partner
who hired me was Edward Kehoe. Our first meeting was over
breakfast at the Metropolitan Club. Ed is now a good friend, and
he attended my wedding.



2 THE ART OF STARTUP FUNDRAISING

 still remember my first day at the firm. It was like a Hollywood
movie. At only 23 years old, I had my own secretary and my name on
the entrance to my own office. It was completely surreal.

After three years at King & Spalding representing major corpo-
rations in high-profile, billion-dollar investment arbitration cases,
[ discovered my true calling. It all started when I attended my first
New York Tech Meetup with my good friend Luis Jose Scull. At the
time, Luis was working for a hedge fund and sourcing tech startups as
investors.

One thing really surprised me as I immersed myself in the New
York tech scene, and that was how difficult it was for entrepreneurs
to access capital. When I researched cases like Pandora (rejected
over 300 times before securing their first significant round of
financing), | knew there was a big gap in the market. There was
something missing and I wanted to find out what it was and fill
that gap.

At the time of this discovery phase, I was dating the woman who
is now my wife, Tanya Prive. Choosing her as my life partner is the
best decision I have ever made. We talked about what I wanted to do
to help others looking for capital, and I convinced her to invest all
our savings in Onevest and launch a platform that would connect
entrepreneurs with investors, and from that point on, the rest was
history.

Everything started at Tanya's apartment on 27th Street and 6th
Avenue in New York City. We had a little studio where we would
invite at least five interns a day to join us in building the product,
and they worked with a team of engineers that we had assembled in
Belarus (Eastern Europe). After four months of interns claiming they
were our cousins, the building management figured out that some-
thing was up and invited us to leave.

We then rented an office space, raised a seed round, and started
to hire top talent. After one year of development, we were able to
launch the platform to the public on November 23, 2011. A few
months later, the platform was mentioned by TIME as one of the
best crowdfunding platforms in the world. It was listed as one of the



