
WatStart: 
Think BIG and execute as if you were 

public!

Derek Smyth, Partner
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Agenda

• Edgestone Capital overview

• Critical Components of business plan

• Why Strategy is important and not just for big companies
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Portfolio Companies

EdgeStone Capital Partners

Later-Stage Buyout Venture
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Early Growth Stage Deals

• Primary deal filter

� Product must be complete

� One customer has installed and paid for solution

� Founders must have target market domain expertise

� Solution must effect change in the way a company does business

• Deal Structure

� Lead or Co-Lead investor

� $3-$10M initial investment with plan to invest up to $20M

� Company must be interested in taking a minimum of 8 quarters of capital
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Critical Components of Business Plan

• Market Size and Competitive Landscape

• The Product or Solution

• Definition of market “ need”  - Proof of value proposition with customers and analysts

• Clear understanding of business drivers and Operating Model

EdgeStone Capital Venture Funds
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Market Size and Competitive Landscape

• It’s not about Billions of $$$ spent or even spent in IT!

� It’s about the number of target customers and the lifetime value of those customers.

• Looking for detailed understanding of competitive landscape

� Bad sign when VC knows about competition and company doesn’t

� Be realistic about your strengths and weakness'

� Have clear and crisp understanding why your solution is different

• Sources of credible validation:

� Existing customers- What have they paid for and why.

� Funnel and Forecast- You will need to provide detail and contacts (customers and sales people)

� Analyst reports- Validation only
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The Product or Solution

• What does the customers buying process look like?

� How many people need to be involved?

� Do they start with pilot or module and roll out ?

• How long does it take to install?

� Is it front ended with professional services or BPR?

� Can it be up and running in less than 90 days?

• Once sold what will the customer buy next and when?

� How do you scale into you customer base?

- Modules

- Users
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Confirmation of Market “need”

• Customers, Customers, Customers

� Looking for “ quantifiable”  value not anecdotes

• Forecasted Customers

• Analysts

� How many calls are they taking from the market?
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Clear understanding  of Business Drivers and Operating Model

• Average selling price (Product, License, Maintenance and Services)

� Are they inline with market norms?

• Sales quotas and team structure by geography and/or vertical

� Are sales people carrying a realistic quota

� What data has driven vertical or geographic decisions

• Channel Development and quotas

� Is there realistic assumptions in place for development and sales quotas?

• Install base sales opportunities- Annual/Lifetime value of customer

� By seat, location?

� By Product

How does all this look in our operating model?
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Strategy

• Defined

• Why it’s important

� Capital and resource efficiency

• How any why it changes early and often
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Summary

• Know your market

• Know your value prop and be able to prove

• Understand key business drivers

• Understand your Strategy


