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From start up
to scale up

Capital strategies for every stage

Raising capital is one of the most important aspects of launching and scaling a successful business. While there
are many potential sources of funding, it is important to be well-prepared before seeking investment.

Begin by determining how much money is necessary to support
both ongoing operations and growth objectives. This requires a
comprehensive understanding of the capital requirements of the
business, such as purchasing new equipment, hiring new employees
and expanding office space. A good plan will lay out how different
levels of capital will help the company follow its business plan and
achieve short and long-term goals.

Major sources of business capital include private investors, financial
institutions, venture capitalists and government grants. The best
source can depend on where a company is currently positioned in
the business life cycle. Some sources, for example, are more popular
for businesses that are in the start-up phase or progressing into the
growth phase.

Below, learn which sources make sense at each stage and the best
ways to solicit funding from each one.

Private sources

Business owners often approach individuals for money—from friends,
relatives, a spouse or partner, business contacts, employees and
private or “angel” investors'. These investors often value equity,
which gives them a stake in the business’s future. When approaching
any of these private sources, there are certain considerations that
one should keep in mind.

Individuals who are willing to invest in a business are rarely
“silent”—they are typically active stakeholders who may seek
involvement in the governance, strategy, or operations of the
business. They can also step in to help by offering management
or policy assistance, providing contacts or helping with special
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assignments. Business owners should balance the potential financial
benefit against dilution of ownership and control. Individual
investments often come with a highly personal relationship with the
investor. Businesses that are setting up a partnership can consider
supplementing areas of weakness in the business with individual
investors that have strong and complementary experiences.

A written shareholder or partnership (operating) agreement? is
essential when raising capital from financial backers or partners.
This agreement will stipulate the rights and obligations of the
shareholders or partners of the private company and will also
include “buy-sell” provisions. It is important for business owners
to review all agreements with legal counsel.

Crowdfunding

Crowdfunding has become an additional source of funding for certain
businesses. Each crowdfunding platform is different, so it is important
to read the fine print. Crowdfunding raises funds for a business from
many people, called funders or crowdfunders. Crowdfunders aren’t
technically investors, as they typically don’t receive ownership in the
business and don't expect a financial return on their money. Instead,
crowdfunders expect to receive non-financial rewards, such as early
product access to branded merchandise.

The best source of capital can depend on where
a company is currently positioned in the business
life cycle.
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Financial institutions

Although U.S. banks are primarily concerned with short- and long-
term lending, they also often provide other financing options such as
leasing, mortgages, factoring and support services such as payroll,
letters of credit, credit references and more.

When approaching financial institutions for funding, a well-prepared
financial proposal and business plan are typically required. The
bank will review facts and figures from statements, records and
projections before investing, as they need to be sure of the stability
of the company and the commitment of the owners.

The bank will look at the company’s past and present performance,
future potential, the amount that the founders or owners invested,
the amount left (equity and retained earnings) and the way that
leadership runs the company.

The bank will want proof of ability to service the debt—that is, to
pay the interest and retire the loan on time and may require security
or collateral that can involve the pledging of accounts receivable or
inventory and a personal guarantee of principal. Term loans often
require fixed or tangible assets as security.

It is important to keep lines of communication open. Tell the
business banking professional in advance if there’s bad news
coming; the bank’s confidence in the company will remain strong
if the company is straightforward. Prepare and share a cash flow
budget, and keep the banker in the loop each month, even when
the company does not have any active loans. To establish a credit
record, borrow from a bank early in the business cycle.

It can be helpful to establish an ongoing advisory relationship with a
banking professional, as they can be a key partner to the company’s
success by offering support to the business beyond financing, such
as cash management solutions that improve or create cash flow as
an alternative to an operating line.

Banking professionals may also be aware of local economic
conditions and suggest potential opportunities in other areas.
They can introduce company leadership to prospective customers
and suppliers and help with credit checks. In short, a banking
professional with a deep understanding of the company can
become a founder’s best business friend.

Venture capital

For businesses seeking more aggressive growth or those with
limited collateral, venture capital may offer an alternative
path—albeit with greater expectations for return and influence.

Venture capital firms will invest directly in a company if they believe
that a business will be profitable and show substantial growth.
Almost all deals are based on equity or some form of subordinated
debt with conversion or option rights. (This means that in case of
bankruptcy, their loans rank behind all other secured creditors but
ahead of other shareholder loans.)

Venture capital companies expect high returns and usually want
substantial equity positions in exchange for their investment. They
expect management shareholders to be fully committed financially,
providing an efficient, balanced management team.

Venture capital companies can help in several ways, including
planning and policy, finance and control and arranging mergers
and acquisitions or an IPO (initial public offering). They will likely
require a seat on the board, to attend regular board meetings,
monthly statements, life insurance for the owner, involvement in
the budgeting process and a buy-sell agreement covering everyone’s
shares. Most venture investments usually require more funds to be
invested later as the company progresses. Ensure the venture capital
company has a good reputation and is well financed.

Incubators and accelerators

Incubators are programs that are offered to start-up companies.
These programs offer business support (i.e., operating space)

and the opportunity to work alongside other start-up companies
with the potential for growth. There is also usually some measure
of mentoring from retired business leaders. Connecting with an
incubator is a very competitive market, but successful participation
can be very advantageous. Incubators are usually composed of
successful entrepreneurs who will offer advice and access to
advisors of other successful start-ups.

A business accelerator, on the other hand, is a program that gives
developing companies access to mentorship, investors and other
support that help them become stable, self-sufficient businesses.
Companies that use business accelerators are typically start-ups that
have moved beyond the earliest stages of getting established.

Raising capital is one of the most important aspects of launching and scaling
a successful business. While there are many potential sources of funding, it is
important to be well-prepared before seeking investment.
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Governments

Federal and state governments sometimes have loan, quarantee or
grant programs? for creating jobs, increasing capacity and creating or
upgrading technology.

When seeking government financing, companies may need to
demonstrate that they cant get the funds elsewhere. Try to tailor
the company’s needs to the program and ask for help or clarification
from the program officers.

Improving and growing a business with
innovation

Many business owners raise capital to foster innovation. Innovation

There is a network of accelerators, incubators and hubs that allows
entrepreneurs to work with experienced mentors in supportive
environments and can also assist in attracting funding. For example,
Y Combinator*, a community of over 4,000 founders, supports
startups with a standard initial investment of $500,000. SCORE is

a large U.S. network of volunteer, expert business mentors and is
dedicated to helping small businesses get off the ground, grow

and achieve their goals. It is a resource partner for the U.S. Small
Business Administration (SBA).

Assistance in finding coaching, mentoring and training across the
country can be found on SCORE's website®.

Putting your plan into action

may help to gain market share, introduce new products and increase
profits—however, it may also require additional capital.

Seek out and take advantage of all that is out there to help build
a business—not only sources of funding, but also the invaluable
knowledge and learning from experienced business owners that
have been there before.

Business owners can fund innovation from a variety of sources:
- 0ngoing cash flow
- Business loans from commercial or private sources

* Government grants Speak with a BMO financial professional to learn more

- The business owner’s own resources, or financial support from about options for raising capital.

family and friends
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“BMO Wealth Management” is a brand delivering investment management services, trust, deposit and loan products and services through BMO Bank N.A., 3 national bank with trust powers;
family office services and investment advisory services through BMO Family Office, LLC, an SEC-registered investment adviser; investment advisory services through Stoker Ostler Wealth Advisors,
Inc., an SEC-registered investment adviser; and trust and investment management services through BMO Delaware Trust Company, a Delaware limited purpose trust company. These entities are
all affiliates and owned by BMO Financial Corp., @ wholly owned subsidiary of the Bank of Montreal. BMO Delaware Trust Company operates only in Delaware, does not offer depository, financing
or other banking products, and is not FDIC insured. Not all products and services are available in every state and/or location. Family Office Services are not fiduciary services and are not subject
to the Investment Advisers Act of 1940 or the rules promulgated thereunder. Investment products and services are: NOT A DEPOSIT-NOT INSURED BY THE FDIC OR ANY FEDERAL GOVERNMENT
AGENCY-NOT GUARANTEED BY ANY BANK-MAY LOSE VALUE. Capital Advisory Services are offered by a division of BMO Bank N.A.

This content is for educational and informational purposes only and should not be construed as legal, tax or investment advice to any party. Particular investments or financial plans should be
evaluated relative to each individual, and professional advice should be obtained with respect to any circumstance.

This information is being used to support the promotion or marketing of the planning strategies discussed herein. This information is not intended to be legal advice or tax advice to any taxpayer and
is not intended to be relied upon as such. BMO Bank N.A. and its affliates do not provide legal advice or tax advice to clients. You should review your particular circumstances with your independent
legal and tax advisors.

This is not intended to serve as a complete analysis of every material fact regarding any company, industry or security. The opinions expressed here reflect our judgment at this date and are subject
to change. Information has been obtained from sources we consider to be reliable, but we cannot guarantee the accuracy. This publication is prepared for general information only. This material

does not constitute investment advice and is not intended as an endorsement of any specific investment. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this report. Investors should seek advice regarding the appropriateness of investing in any securities or investment strategies discussed or
recommended in this report and should understand that statements regarding future prospects may not be realized. Investment involves risk. Market conditions and trends will fluctuate. The value of
an investment as well as income associated with investments may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is no guarantee of future results.

Alternative investments, such as private equity and hedge funds, present higher risks than other securities. These risks include illiquidity, stock or sector concentration, financial leverage, difficulties
in valuation, and short selling. Alternative investments have minimal regulatory oversight and alternative fund managers have the latitude to employ numerous investment strategies with varying
degrees of risk.

Forward-looking statements in this report involve risks, uncertainties and other factors that may cause actual performance to differ materially from the projections and opinions contained in the
report. Do not place undue reliance on these forward-looking statements, which reflect our opinions only as of the date of the report. The words “may,” “could,” “should,” “would,” “suspect,” “believe,”
“expect,”“intend,” “forecast,” and similar expressions identify forward-looking statements. Forward- looking statements are not guarantees of future performance or events. Forward-looking
statements involve risks and uncertainties about general economic factors. It is possible that predictions, projections and other forward-looking statements will not be achieved. General factors that
could cause our predications or projections to change include general economic, political and market factors; interest and foreign exchange rates; global equity and capital markets; commodities

markets; business competition; technological changes; changes in laws and regulations; judicial or requlatory judgments; legal proceedings; and catastrophic events.
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