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Business Summary

Chisos was created to address a massive problem, which Morgan Stanley calls “the $4.4 Trillion
Blindspot” in today’s startup funding ecosystem (2019). 83% of new businesses are not served by
traditional capital providers- venture capital invests in less than 1% of startups, and banks lend to
less than 18% of new companies. Additionally, most overlooked entrepreneurs happen to be
minorities and/or women, resulting in a severely homogenous startup world. Thus, entrepreneurs
do not have good options for capital when starting a business. Since the funding landscape is
difficult for entrepreneurs, and because the CISA is more flexible than traditional debt, Chisos is
well-positioned to provide capital to an extremely low risk portion of the market.

Chisos’ Investment Process

Chisos sources entrepreneurs from across the U.S. through an open online application portal. The
channels that source applicants include “thought leadership” and online marketing, participation in
startup, financing and entrepreneurial communities, and partnership referrals from business
accelerators and incubators. Chisos invest in proven, employable, creditworthy individuals with
high future earnings potential. Chisos underwrites the individuals using a mix of traditional credit
metrics, analyzing founder character traits, and business plan potential. Chisos looks for the
combination of:

1. Strong personal credit (downside protection)

2. Proven earning potential (reliable baseline returns) and

3. Entrepreneurial success traits (upside potential).

Differentiation

Chisos engineered the innovative Convertible Income Share Agreement. The CISA is unlike other
emerging financing vehicles because it’s engineered to benefit founders and investors without
sacrifice. The CISA assets take on a debt/equity hybrid risk profile which provides unlimited upside
potential and reliable downside protection for investors. In essence, the CISA is a contract in which
a founder receives money to start or grow a business. In return, the founder agrees (1) first to pay
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1. Asset Management Alone
The sensitivity table below, for the asset management activity alone, exhibits the healthy
risk-reward for Wefunder investors. Sensitizing assumptions on AUM (Assets under Management)
and fund return MOIC assumptions, the midpoint (IRR) a Wefunder investor may receive from the
asset management activity stands around 15%. The asset management activity would generate
returns through distributions.

Internal Rate of Return (IRR) Calculator (Asset Management
Alone)

MOIC

AUM 1.25x 1.50x 1.75x 2.00x 2.25x 2.50x 2.75x 3.00x 3:25%
$10,500,000 0.00% 0.00% 0.25% 1.84% 3.23% 448% 560% 663% 7.37%
$25,000,000 0.00% 292% 575% 7.61% 857% 9.17% 9.74% 10.28% 10.81%
$50,000,000 292% 7.61% 9.17% 10.28% 11.31% 12.25% 13.13% 13.95% 14.72%
$75,000,000 575% 9.17% 10.81% 12.25% 13.55% 14.72% 15.80% 16.79% 17.71%
$100,000,000 = 7.61% 10.28% 12.25% 13.95% 1545% 16.79% 18.01% 19.12% 20.14%
$125,000,000 9.74% 12.25% 14.34% 16.14% 17.71% 19.12% 20.39% 21.55% 22.62%
$150,000,000 11.31% 13.95% 16.14% 18.01% 19.64% 21.10% 2241% 23.61% 24.71%
$175,000,000 12.70% 15.45% 17.71% 19.64% 21.32% 22.82% 24.17% 2540% 26.53%
$200,000,000 1395% 16.79% 19.12% 21.10% 22.82% 24.35% 25.73% 26.98% 28.13%
$225,000,000 15.09% 18.01% 20.39% 22.41% 24.17% 2573% 27.13% 2841% 29.58%

* Calculations assume Chisos' management, origination, processing, and referral fees cover operating
expenses every year.
These calculations contain forward looking statements that cannot be guaranteed.



2. CISA Servicing Software Alone
The sensitivity table below, for the licensing/servicing activity alone, exhibits the healthy
risk-reward for Wefunder investors. Using conservative revenue assumptions, the midpoint (IRR) a
Wefunder investor could potentially receive from the CISA software servicing business stands
around 60%. The licensing/servicing activity would generate returns through distributions and/or
a sale of the SaaS platform at a future date.

Internal Rate of Return (IRR) Calculator (Servicing Alone)

Revenue Multiple

Servicing
Revenue 1.00x 2.00x 3.00x 4.00x 5.00x 6.00x 7.00x 8.00x 9.00x

$12,500,000 23.60% 32.47% 37.95% 41.97% 45.17% 47.84% 50.14% 52.16% 53.96%
$20,000,000 29.55% 38.84% 44.58% 48.80% 52.16% 54.95% 57.36% 59.47% 61.36%
$27,500,000 33.74% 43.33% 49.26% 53.61% 57.08% 59.97% 62.45% 64.63% 66.58%
$35,000,000 < 37.00% 46.83% 52.90% 57.36% 6091% 63.87% 6641% 68.65% 70.65%
$42,500,000 39.69% 49.71% 5590% 6044% 64.06% 67.08% 69.67% 71.95% 73.99%
$50,000,000 41.97% 52.16% 58.45% 63.07% 66.75% 69.82% 72.45% 74.77% 76.84%
$57,500,000 43.97% 54.30% 60.68% 6537% 69.09% 72.20% 7488% 77.23% 79.33%
$65,000,000 45.74% 56.20% 62.66% 6740% 71.18% 7433% 77.03% 7941% 81.54%
$72,500,000 47.34% 57.91% 64.44% 69.24% 73.06% 76.24% 7898% 81.38% 83.53%
$80,000,000 48.80% 59.47% 66.07% 7091% 74.77% 77.98% 80.75% 83.17% 85.34%

* Calculations assume Chisos’ management, origination, processing, and referral fees cover operating

expenses every year.
These calculations contain forward looking statements that cannot be guaranteed.

Risks

1. Chisos fails to attract assets to their new asset class (CISA): If Chisos is unable to attract
capital from family office, HNWI, institutional investors and/or foundation then the ability
to grow AUM will come into question.

o The debt/hybrid return profile takes some investor education and building a track
record of returns will take time. While Chisos could struggle with attracting new
assets in their formative years, we do not expect this to be a long-term risk as Chisos
builds a track record of returns over time.

2. Chisos’ licensing/servicing platform fails to attract customers: Chisos needs to scale the

fintech infrastructure built to grow the licensing/servicing revenue.
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CISA Returns vs. Venture Capital Returns

CISA CONSERVATIVE EQUITY RETURN ASSUMPTIONS U.S. VC RETURNS™*

RETURN BRACKET MEDIAN RETURN PERCENTAGE EXPECTED RETURM RETURN BRACKET MEDIAN RETURN PERCENTAGE EXPECTED RETURN

O-1x 0.5x S0% 0.45 O-1x Q5% 65% 0.33

1-5x 3x 5% 015 1-5x 3x 25% 075
5-10x 7.5x 3% 0.23 5-10x 75x 6.0% 0.45
10-20% 5% 2% 0.30 10-20x 15x% 2.5% 038
20-50x 35x 0% 0.00 20-50x 35x 10% 035
>50x 50x 0% 0.00 >50x GOx 0.5% 0.25

113 2.50

+|SA RETURMN 185

(RS *Note: Median VC Fund returns 2000-2016 = 1.8x
ISAs mitigate complete loss of capital in the likely case of startup failure

*Source: Correlation Ventures

These tables contain forward looking statements that cannot be guaranteed.

2. De-Risking Defaults

Chisos’ diligence process includes credit checks, reference checks, income verification, and debt to
income information. To ensure compliance, Chisos utilizes a number of payment enforcement
mechanisms including credit bureau reporting, various social pressure mechanisms, and IRS tax
return reconciliation. We factor in a 7.5% default rate to our modeled returns, which is above
average consumer default rates. In the context of a fund structure, this means that in an extreme
downside - 1.0x principle is still protected should every business fail and 40% of ISA contracts
default. It is worth noting that a “default” on an ISA would rarely occur from inability to make the
calculated income share payment. Unlike bank loans, our rigorous diligence process and flexible
repayment schedule substantially reduces the risk of founders defaulting. [SAs are designed to
prevent defaults.

Conclusion

As technology advances and younger generations pursue more entrepreneurial endeavors, business
creation and emerging startups are booming now more than ever. However, an increasing portion of
these entrepreneurs have nowhere to turn for financing. Many of these overlooked entrepreneurs
are members of underrepresented communities, as evidenced by the lack of geographic, racial, and
gender diversity in the current startup financing system. The CISA opens doors for those
problem-solvers who might otherwise never get the chance, while proving more advantageous for
investors and founders.
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