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Session objectives

Key sources of finance and factors affecting 
type of finance 

Fund raising process and key expectations of investors

Finding potential investors



Traditional sources of 
financing

The
ENTREPRENEUR

Owner’s capital

Angel investors

Venture capital

Government/DFIs

Bank & Debt providers

Investors

Equity

Equity & Debt

Equity & Debt

Grants (sometimes 
matching)

Debt and Bank O/D

Equity, Debt & Mezz

Sources Instruments

Friends & family Equity & Debt



Alternative sources of financing

The
ENTREPRENEUR

Effective source of debt-based 
capital for asset acquisition

Leasing

Suppliers’ credit

Customers’ advance 
payments

Joint venture

A form of working capital finance 
provided by suppliers usually under 

favorable terms

Customers pay for a product or 
service prior to delivery (usually at 

a discount)

Strategic partnership with party(ies) 
to contribute capital and share risks 

and rewards

Challenge funds

Finance entrepreneurs and 
innovators that contribute to 

economic, environmental and social 
sustainability



ORGANISATION AND LEGAL 
STATUS

INVESTMENT SIZE

Properly validated finance 

requirement…

EQUITY vs OPERATIONAL CONTROL

Equity Shares, Debt, Preference 

Shares, Mezzanine, Classes of Shares… 

BUSINESS LIFE CYCLETHE STATE OF THE ECONOMY

Key factors to consider

PURPOSE OF FUND

AVAILABILITY OF COLLATERAL

TIMING, TERMS  AND TENURE OF 
FINACING

RISK PROFILE/GEARING LEVEL

Partnership, Limited Liability 

company, Corporation…

Expansion, Restructuring, Working 

Capital Finance, Debt Refinancing…

Interest Rates, Tenor, Stake required…

Startup, Growth, Maturity, Decline…Boom/Growth, Recession, High/Low 

Interest Rates…

Owners capital available…

The potential risks of each source of 

finance should be considered…



Determinants of funding 
requirements

❖Incorporation costs

❖Professional/consultants cost

❖Market research expenses

❖ Requirements for 

investment in property 

plant and equipment

❖ Capital required for day to 

day operations

❖Debt repayment

❖Interest expense…

❖Increasing product pool

❖Expanding to new markets

Pre-
operational 

expenses

Fixed asset 
investment

Debt service 
requirements

Growth
and

expansion
plans

Working capital 
requirements



Matching finance sources to 
business life cycle

RESEARCH & 
DEVELOPMENT

START-UPS EARLY GROWTH FAST GROWTH
SUSTAIN
GROWTH MATURITY

Owner’s capital

Angel investors

Venture capital

Government grants

Debt

Public listing

Private equity



Financing instruments and 
business life cycle

Start up Growth Expansion Maturity Decline

STAGES

G
R

O
W

TH

▪ Equity 

(preference, 

convertible, 

Class A/B shares)

▪ Quasi- equity 

▪ Grants

▪ Equity 

(preference, 

convertible, 

Class A/B shares)

▪ Quasi- equity 

▪ Grants

▪ Debt

▪ Venture Capital
▪ Equity (Initial 

public listing)

▪ Quasi- equity

▪ Debt

▪ Grants

▪ Equity (Initial 

public listing)

▪ Quasi-equity

▪ Debt ▪ Equity injection 

(secondary 

offerings/ 

follow-on issues)

▪ Debt 
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Fund raising process (1/2)

4

APPROACH 
POTENTIAL 
FUNDERS

3

PREPARE 
MARKETING 
DOCUMENTS

▪ Teasers, investment 
memorandum, 
financial projections 
etc

2

▪ Document idea and 
unique value 
proposition

▪ Business plan and 
financial projections

DOCUMENT 
BUSINESS 

PLAN

▪ Pitch business idea

▪ Share marketing 
documents

▪ Develop idea and 
problem you are 
trying to solve

▪ Market research and 
feasibility study

1

PREPARE 
AND PLAN

1 2 3 4
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LEGAL 
DOCUMENTATI

ON

2

▪ Ensure business is 
professionally valued

▪ Investors perform due 
diligence

DUE 
DILIGENCE

6 7

▪ Review and agree 
investment terms

▪ Assess funding terms 
from different sources 

▪ Choose preferred source

RECEIVE 
FUNDING
OFFERS

5

Fund raising process (2/2)



Key expectations from potential 
investors

• Unique 
product/ 
service

• Significant 
market need

• Problem being 
solved

• How scalable is 
the business?

• Competitive 
position

• Potential for 
growth

INDUSTRY 
POTENTIAL

MARKET 
POSITION MANAGEMENT

/ TEAM

FINANCIAL 
INFORMATION

• Attractive 
industry 

• Positive 
industry 
outlook and 
growth 
potential

• Industry 
experience

• Management 
commitment 
and focus

• Sound historical 
performance 
and potential 
for higher 
returns

BUSINESS 
MODEL

CORPORATE 
GOVERNANCE

STRUCTURE

• Separation of 
business  and 
personal 
finances

• Promotes 
investors 
confidence



Basic contents of a business plan

Macro economic 
overview

▪ PESTLE analysis

▪ Implications for 
proposed project

1
Market & industry analysis

▪ Market / Sector overview

▪ Market segments 

▪ Opportunity assessment

▪ Industry players

▪ Trends and developments 

▪ SWOT etc.

2
Business model

▪ Strategic intent and 
objectives

▪ Vision and mission

▪ Target customer analysis

▪ Go-to-market strategy

▪ Distribution/ roll-out 
strategy

▪ Branding and marketing

3

Operating model

▪ Key personnel

▪ HR/ Manning

▪ IT

▪ Organisational
structure

▪ Corporate 
governance

4
Risk analysis

▪ Risk register including: 

• Business risk

• Market risk

• Financial risk 

▪ Mitigating strategies

5
Financial feasibility

▪ Financial model including

▪ Key assumptions

▪ Forecast financials and 
KPIs

▪ Sensitivity and scenario 
analysis

6



Financing pitfalls

Not getting the 
“right” investors

Lack of 
appropriate 

financial records

01 02

03

0405

06

Sweat 
equity and 
Valuation 

Poorly 
prepared 

business plan

Not working 
with the right 

advisers 

Inadequate 
understanding of 
the fund raising 

process

Common 
mistakes



Finding potential investors

Incubators/ 
Accelerators

Friends &
Families

Professional Social 
Networking Sites

Private Equity
And Venture Capital 

firms

Angel
Networks 

Investment Conferences

Networking events

Government initiatives

Where are the 
investors?

Banks



Hotel
s.ng

March

2012

Founded by
Mark Essien

May

2015

$1.2 million funding
from Omidyar Network 
and Echo VC partners

December

2014

Reaches milestone of 
more than 6,000 hotel 
listings on its platform

January

2013

$225,000 seed funding 
from Lagos based 
accelerator- Spark

August

2016

Becomes an 
investor:
Hotelsng and 
Spark invest 
$45,000 in 
OgaVenue

<1 2+ 3 4+

Start up stories of notable 
companies (1/4)

Timeline of operations (years)



Printi
vo

January

2014

Founded by
Oluyomi Ojo

February

2017

$150,000 funding
from 500 Startups (VC and 
Accelerator)

October 

2015

Raised >$300,000 from 
Echo VC Partners

May

2015

Received N7 
million from 
Federal 
Government’s 
YouWin program 
(Govt. grant)

May

2017

Raised an undisclosed 
amount from Venture 
Platforms (VC and 
Accelerator)

1+ 1+

Start up stories of notable 
companies (2/4)

Timeline of operations (years)

3+

2015 -
2016

Raised 
undisclosed 
amount from 
Lofty inc. (VC)

2+ 3+



Timeline of operations (years)

Facebo
ok

Early

2004

Launched and
funded by Co-founders
Mark Zuckerberg and
Eduardo Saverin

October 

2017

Achieved 
market 
capitalisation of 
$500 billion

January

2011

$500 million 
private 
investment for 
1% stake

OCTOBER

2007

$240 million 
preference shares 
investment from 
Microsoft

May

2005

$12.7 million VC
investment from  
Accel partners

June

2004

$500,000 angel 
investment from Peter 
Thiel for 10.2% of the 
company
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April

2006

$27.5 million VC
investment from Greylock
And Meritech capital

Public listing:
IPO at $38
per share

May

2012

1

$500 billion$4.9 million $98 million $500 million $15 billion $50 billion $104 billion

Start up stories of notable 
companies (3/4)

V
al

u
at

io
n
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Linke
din

December

2002

Founded by
Reid Hoffman

Dec

2016

Divestment:
Acquired by 
Microsoft for
$26.2 billion

July

2010

$20 million 
investment from 
Tiger global 
management LLC 
(Hedge fund)

June

2008

$53 million funding
from Sequioa, Greylock
and others (VC) for 5% stake

November

2003

$4.7 million 
funding
from Sequoia 
Capital (VC)

May

2011

Public listing: 
IPO at $45
per share

141 6 8 9

Start up stories of notable 
companies (4/4)

Timeline of operations (years)



Other notable startups
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Words of advice

Keep proper business records

Be open to sharing control

Put in the hard work

Always be ready to pitch your business



Some organisations that can be 
of benefit

Sourcing finance

Angel Investors/VCs

Grants

Debt



Capacity building

Government & 
Development 
Financial 
Institutions

Non-profit 
organisations

Incubators and 
accelerators

Some organisations that can be 
of benefit




