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The World is Changing 

• We are living through an interesting time 

• The economy is changing 

• The whole world is changing 

• Faster than ever before 

• Much of the change is driven by the Internet 

• The biggest change is 

 



The World is Now a Small Place 



The New World 

• We now live in a world where distance doesn’t 
matter 

• Where the important ingredient for growth is 
not capital, 

• But people 

• Ideas 

• Innovation 



Canada’s Most Valuable Corp 

• Nortel was founded in 1882 

• In 2000, Nortel’s value was a third of the 
entire TSX index – Canada’s most valuable 

• Market cap was $398 Billion 

• Employed 94,500 people 

• Bankrupt in 2009 

• Assets sold to companies around the world 



Other Big Tech Companies 

• Was Nortel just a single example? 

• Or a made in Canada failure? 

• What about the other big, great tech 
companies? 



Intel – 15 years 

 Bubble 



Microsoft – 15 years 

 Bubble 



Cisco – 15 years 

 Bubble 



None Are Creating Wealth 
• For their investors, 

• And more importantly for their employees 

• For decades, these greats were all built on the 
increasing value of their stock options 

• That’s what used to bring, and retain, the best 
and the brightest to these big companies 

• Those were the people who created the 
innovations that fueled the growth 



Innovation in Smaller Companies 
• The most creative people now work in startups 

• Small companies create opportunities 

• Where the smart people create the innovations 

• That’s why all the economic and employment 
growth is created by startups 

• It wasn’t like this 10 or 20 years ago 

• New research is helping us understand why this 
change has occurred 

 



Big Companies Can’t Innovate 
• After being an angel for a couple of decades 

• I saw over and over how startups out-innovate  

• Their larger, better capitalized competitors 

• That bothered me for many years 

• Just recently Thomas Wessel at Harvard 

• Explained that big companies are 
not designed to be good at innovation 

• They are optimized to scale up businesses 



How Big Companies Think 
• One of my friends from a Fortune 500 

company explained it this way: 
– We (big companies) know we aren’t good at 

new ideas or startups 
– We basically suck at building a business 

from zero to $20 million in value  
– But we think of ourselves as really good at 

growing values from $20 million to $200 
million or more 



“Under $20 Million Is Easy” 
– A company priced at $100 million is already out 

of our sweet spot to buy 
–  $100 million also requires board approval 
– But at $20 million, it’s really easy for me to get it 

approved just inside my division 
– I’d buy one every month if I could just find them 

• Many big companies are spending more on M&A 
than internal R&D 

• Today, it’s the best way for them to grow 



Google Wants Even Earlier Exits 
• I was surprised recently to learn just how early 

Google wants to do acquisitions 

• Charles Rim one of the top Google M&A guys: 

• “90% plus of our transactions are small 
transactions. …  less than 20 people, less than 
$20 million and that is truly the sweet spot” 

• “we do prefer companies that are pre-revenue” 
• http://www.exits.com/blog/ 

google-wants-even-earlier-exits-than-in-early-exits 

 

 

http://www.exits.com/blog/google-wants-even-earlier-exits-than-in-early-exits
http://www.exits.com/blog/google-wants-even-earlier-exits-than-in-early-exits


Most Exits Are Under $15 Million 
• Mergerstat database shows the median price 

of private company acquisitions is under  
$25 million, when price is disclosed 

• But the price is not disclosed in most smaller 
transactions 

• Today, I estimate the median price to be well 
under $20 million  

• And probably below $15 million 

• That was a surprise to me just a few years ago 

 



Cash for Acquisitions 
 Cash 

 
Available for 

M&A  
US Companies $ 2 Trillion Most 

Global Companies $ 8 Trillion Most 
 

P-E Funds $0.4 Trillion 
 

All 

Boomers (US only) $ 8 Trillion 
 

Small but 
Growing 

Family Offices (US) $ 1 Trillion 
 

Small but 
Growing 



How Many is $1 Trillion? 
• It’s difficult to put $1 trillion in perspective 

• Most acquirers consider their ‘sweet spot’ 

• As somewhere around $20 million 

• The median price is closer to $15 million 

• Just one of these $1 trillion buys 

• 50,000 acquisitions (at $20 million each) 

• There are many times more buyers than sellers 



New Startup Economics 
• It’s amazing how little it costs to build a tech 

company today 

• Back when I was an entrepreneur, hardware 
and software companies needed $10s millions 

• Which gave rise to the huge VC funds 

• And was one of the reasons innovation used to 
happen primarily in big companies 

• Today, entrepreneurs can build companies for 
$100,000s and, in some cases, $10,000s 



Why It Costs So Little Today 

• It’s the internet  

• Fundamentally changing how we work 

• And build companies 

• Instant access to the entire global market 

• Another example - open source software 

• More importantly - virtual companies 



Exiting in Internet Time  
• The internet has also accelerated everything 

• It allows entrepreneurs to market and sell to 
hundreds of millions of prospects in just days 

• The internet has also accelerated almost every 
other aspect of the startup lifecycle 

• Entrepreneurs now have “Weekenders” where 
they build entire companies in a weekend 



Weekender Sold in 10 Days 
• In 2009 when I wrote “Early Exits”  

• I speculated that one day: “They’ll probably 
define an early exit as selling the company 
before the end of the weekender” 

• That almost happened in November 2009 

• A team of entrepreneurs in London built a 
business in one day and sold it online in ten 
days: www.24hour-startup.com  <– great video 

• Not an isolated example, see www.Flippa.com 

 



A B.C. Really Early Exit 
• This Vancouver company asked me to keep 

their details confidential – for now 

• They wanted to test the idea for their first 
product, so called on a medium-sized US corp 

• The prospect soon asked to buy the company 

• The CEO called me for help  

• Three months later the money was in the bank 

• Company was less than 12 months from startup 
and still hadn’t launched the first product 



Acquisition Before Demo Day 
• Techstars is a startup accelerator in Colorado 

• Demo days are for entrepreneurs to debut  
their businesses to media and investors  

• In August 2013 one of their startups was 
acquired before the demo day 

• Intuit acquired GoodApril for “under $20 million” 

• That had never happened before 

• They’d raised just $18,000 and a $100,000 
convertible note 

 



A New Really Early Exit 
• Anyone heard of the company PumkinHead? 

• How about their product - About.me? 

• About.me was acquired by AOL 

• Just four days after its public launch 

• That may be a new record 

• Better way to measure is from startup (= 1 year) 

• This illustrates what experienced entrepreneurs 
and investors can accomplish in this market 



More Exits In Just 2 – 3 Years 

• Flickr sold for $30 million at 1.5 years old 

• Delicious sold for $30+million 2 years from startup 

• Club Penguin for $350 million at 2 years old 

• YouTube sold for $1.6 billion at 2 years old 

• Playfish sold for $275 million at 2 years old 

• Mint sold for $170 million at 3 years old 

• AdMob sold for $750 million at 3.5 years old 

 



Distance Doesn’t Matter 

• The Internet has also created a world where 
distance doesn’t matter for many types of business 

• On the way here on the plane, I read about the Ice 
House Showcase last week 

• One company highlighted was TranscribeMe 

• I’ve been a customer for almost a year, 

• But had no idea they were in New Zealand 

 



What Does Matter Today 

• Looking back at where technology has grown 

• In places like Boston and Silicon Valley 

• And watching many attempts to create new 
centers where technology would flourish 

• We know now that the most important ingredient  

• Is not access to capital or markets 

• It’s a place where people want to live 

• New Zealand is certainly a very attractive place 



Tech Company Exits Then and Now 

Friends, 
Family or 
Angels 

Venture 
Capital 

Investors 

Public 
Market 

Investors  

Exit to 
Fortune 

500  

Friends, 
Family or 
Angels 

Exit to 
Fortune 

500  

10 – 15 years 

2 - 3 years 

Most 1980s & 90s tech company exits 

Today’s tech company exits 



Government Thinking 
• Last week at an angel meeting in Vancouver 

• Our minister of technology gave a talk 

• And said that he hoped our local companies 

• Did not “sell out too early” 

• Most of us knew that our minister meant well 

• But didn’t really appreciate how the economy 
has changed 

 



Government Thinking 
• Like many of us, he remembers how big 

companies used to create growth 

• And were big, stable parts of our economy 

• Today, the growth, and the most stable, part of 
our economy comes from 

• The young companies 

• The angel financed companies 

• That should sell at the optimum time 

 



Exits are the Best Part 
• I believe exits are the best part of being an 

entrepreneur or investor 

• It’s when we get paid for all of our hard work 
and risk capital 

• But it’s also the least well understood part of 
being an entrepreneur or private investor 

• Simply because it doesn’t happen very often 

• And where we need to develop best practices 



Where We Can Improve 

• Things are good for entrepreneurs and angels 

• But we’re still learning  

• Only 25% of all companies that could have 
been sold, actually end up exiting 

• Yes, the probabilities are 75% that if a startup 
succeeds, and becomes valuable, 

• It will still fail to exit 

• Which usually means it will fail completely 

 



Where We Can Improve 

• I believe that investing is easy 

• It’s getting our money back that’s challenging 

• Where we angels can most improve our returns 

• And to help entrepreneurs, and big companies, 
create more good quality jobs 

• And build a stronger economy 

 



Our 21st Century Economy 
• What works today: 

1. Small companies innovate 
2. In places where people want to live 
3. Angels, Friends and Family finance them 
4. Big companies, and others, buy them early 
5. The buyers then grow the business 
6. Entrepreneurs and angels do it again 



A Golden Era 
• I believe history will call this a golden era  

for technology entrepreneurs 

• And angel investors 

• Never before has it been so easy to 

• Create such valuable companies  

• On so little capital  

• And sell them so early for so much money 



 

2.High Growth Boards Best Practice 

Bill Payne 



 
Angel Summit 2013 Session Notes 

 
Session: High growth boards – best practice 
Date Thursday 31 October 
Time: 10.15-11.30am 
Speaker/s: Bill Payne 
Facilitator Peter Fennessy 
 
Bill Payne talking on key attributes of best practice in high growth boards: 
 

• The Board needs to lead the exit, not the CEO because it distracts the CEO 
from the business which means milestones aren’t met and the valuation falls. 

• 5 directors at an angel round is a good number.  At least one angel.  At least 
one independent.  All must be local and willing to attend meetings.  They will 
expect compensation (probably as equity). 

• The CEO is the only executive at the board table.  The board’s job is to help 
the CEO build and grow a quality management team.  Experience suggests 
between 25% and 75% of the management team won’t cut it. 

• The Chair is an admin role not a power role.  Role is to make sure the board 
exercises its fiduciary duties. 

• Establish a compensation committee and an audit committee straight away.   
• Audit Committee consists of 2-3 people, not the CEO, nor the Chair. 
• Compensation Committee has an important role in managing option pools for 

management team and directors.  Provides an independent view (which CEO 
doesn’t always).   

• Board should meet frequently, at least monthly until cash positive.  Avoid 
surprises in cash flow (ie Thursday evening calls to investors because 
company can’t make the payroll). 

• Investors should get frequent reporting.  Investor director is responsible for 
chasing CEO to ensure this is delivered. 

• Eight critical board of director activities 
1. The next funding round.  What’s the story we are building?  Have all 

non diluting funding sources been pursued?  Use modeling tools to 
determine exit price required to hit the desired IRR. Are there 
alternatives to raising money? Who is pricing the round?  (Avoid the 
soft option of a sideways round if milestones aren’t met.  Get pricing 
done externally).  How far will the next round go?  If don’t get the 
minimum required – shut the company. 

2. Selecting the VC.  Not always a good idea if you want an early exit. 
VC will replace CEO.  Angels lose influence.  IRR dynamics change.  
A 3-4 year exit at under $30m doesn’t usually work for a VC. 

3. Hiring the auditors.  A timeline to producing audited financial 
statements is essential, as they will be required at exit. 

4. Pivot without divots.  Pivoting changes the economics for exit.  
Entrepreneur will not be focused on this.  Board needs to be because 
it affects valuation, ROI etc. 

5. Replacing the CEO. Get into the habit of regular non exec sessions 
at board (ie CEO not present) so that performance can be discussed.  
Quarterly reviews.  How will CEO be compensated?  Do we enough 
cash/equity? 

6. Circling the drain (ie managing the fine line around insolvency).  



 
Many start ups are insolvent.  Be ready to pull the pin.  As directors, 
can lose more than our investment.  Legal obligations survive the 
bankruptcy. Signs:  
 Negative net worth 
 Negative EBITDA 
 Bottom line losses continuing 
 Bleeding cash 
 Unable to pay debts 

7. Driving the exit. The entrepreneur may not be motivated to do so 
because of emotional attachment to the business. 

8. Reacting to the Letter of Intent. Reacting to one offer will likely leave 
money on the table.  Create an auction.  Avoid taking time to react – 
buyer will lose interest. 

Summary: Be the brightest bulb in the room! 
 
 
 
Questions raised: 
 
Angels who are not board members often get left out of the action 
Incumbent on the group of investors to instill in the investor director their 
expectations for reporting. 
 
At follow on time, investors get picked off one by one 
Raising additional money is a board responsibility, not CEO.  Important that the 
board develops the story of the funding round and explains this to the investors. 
Getting them together for a common pitch is a good idea.  Investors need to ask if 
the directors are investing, and if not why not?   
 
Should independents get paid? 
Need some remuneration to get their attention. Directors with skin in the game are 
good.  Normal practice in US is for payment in options, not cash.  Adamant that all 
cash should be retained for the business.  Recognise in NZ cash is more common. 
 
Profile of an ideal start up director? 
Ability to handle risk. Most investors have that.  After 2 years should make way for 
someone with strong vertical experience.  Just because someone wrote the biggest 
cheque doesn’t make them the best director.  Also no correlation between good due 
diligence lead and good lead investor.  Separate the roles, and make finding the best 
lead director a role of the DD lead. 
 
 
 
 
Key Tips for Angels: 
 
 

• Establish a proper functioning board with committess from day one of 
investment 
 

• Keep focused on the eight critical responsibilities of a board of directors 



 
 

• The board must drive the story of the funding round and sell it to investors 
 



Boards of High-Growth 
Private Companies 

AANZ Summit 
Dunedin 
October 31, 2013 



MAKEUP OF SEED/STARTUP BOARDS 

• Five directors at time of angel round 

• CEO/entrepreneur is only 
employee/director 

• At least one angel/director 

• One or more independent directors  

 



INDEPENDENT DIRECTORS 

• Special (and multiple) skill sets 

 (each set should be included on the Board) 

–  Business sector expertise 

–  Startup board experience 

–  Small private company M&A exits  

• Local, if possible 

• Willing to be engaged and attend meeting 

• Will expect compensation 



WHY NOT MULTIPLE EMPLOYEES ON 
THE BOARD? 

• CEO performance judged by Board 

• Board assists CEO in evaluating team 

• Board helps CEO build and train the team 

 

None of these are best accomplished with other 
employees in the room 

 

Invite employees into meeting as needed 



WHO SHOULD BE CHAIR? 

• Should not be CEO/founder 

• The most qualified director 

• Extensive experience as startup director 

• Good understanding of board duties and 
director obligations 

• Willing to make time available for chairman 
duties including time with CEO 

 



BOARD COMMITTEES 

• Establish Compensation and Audit 
Committees immediately 

• Chair chosen from among directors who are 
neither Board chair or CEO 

• Compensation chair works with CEO on cash 
and equity compensation of team 

• Audit chair works with CFO on finance and 
accounting issues.  



IMPORTANT ISSUES 

• Meeting Frequency:  At least monthly until 
company achieves positive cash flow 

• Reporting to shareholders:  Angel/director 
takes personal responsibility to make sure 
CEO fulfills communication duties. 

• Angel Director:  Represents all shareholders, 
not just angel investors. 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  
Thanks to John Huston 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



NEXT FUNDING ROUND 

• Have all non-dilutive sources been pursued? 

• What is the story for the NEXT round? 

• Use a modeling tool to determine your new 
required exit price to hit your IRR target 

• Do we have an alternative to raising money 

– Limp along to positive cash flow 

– Sell the company – is this the best alternative? 

– Shut the company down 



UP ROUND OR DOWN ROUND 

• If a flat round: 

– Why not open last round? 

– Should it really be a down round? 

• New investors?  A blend of new and old? 

• Who is pricing the new round? 

 



HOW FAR WILL THIS ROUND GO? 

• Did the company hit the milestone 
commitments of the last round? 

• If not, why not? 

• How much can valuation of company increase 
with new money? 

• Can company achieve positive cash flow? 

• Can company get to exit? 

• Or, are we just prolonging the inevitable? 

 

 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



TO VC OR NOT TO VC? 

• CEO understands the likelihood of being replaced 
in first two years after VC financing is high? 

• Angels will lose control/influence 

• What is the required exit target 

– To meet the angels anticipated IRR 

– To meet the VCs anticipated IRR 

• BOD, founders, early investors and CEO all aligned 
for risk involved in larger, later exit? 

 



From Basil Peters in Early Exits 

“If you think your company might be a candidate 
for an exit in three or four years, in the most 
common valuation range of under $30 million, 
you just can’t let a VC invest.” 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



• Based on the earliest potential exit and need 
for option pricing, when will audited 
statements be required? 

• Current engagement:  full audit? 

• Is the Board’s Audit Committee in place? 

• Timeline to audited financial statements   

HIRE AUDITORS 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



BIG PIVOT 

• Pivot 

– Change in direction of product or market 

– How does the pivot change the exit opportunity? 

– How does the pivot impact fundability? 

• Is the BOD divided…….or aligned? 

• What/when to tell shareholders? 

 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



REPLACE CEO - BOARD’S TASK 

• BOD Chair’s #1 task is review and, if necessary, 
terminate and replace CEO 

– Is the BOD meeting regularly in Executive Sessions? 

– Is the chair doing CEO Annual Performance Review? 

– Enough cash to attract a great replacement? 

• Founder/CEO shareholdings 

– Vesting of Founder’s Shares?   

– Buy-Sell Agreement 



REPLACE CEO - TOOLS 

• Tools for Compensation Committee: 

– Redemption Trigger (but often at 5 years)  

– Next funding round contingent upon replacement 

– Option pool sufficient to hire next CEO?  Replenish 
in advance of need 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



 SIX SIGNS OF INSOLVENCY 

• Negative Net Worth 

• Negative EBITDA 

• Continuing bottom line losses 

• Bleeding cash/never been Cash Flow Positive 

• Inability to service existing debt obligations 

• Inability to raise more capital 

Many (most?) startups are “insolvent!” 



ZONE OF INSOLVENCY 

• Is the venture in the “zone of insolvency?” 

• Ask Counsel: 

– Is the venture in the “zone of insolvency” 

       (jurisdictional differences) 

– Determine next steps 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



DIRECTORS DRIVE THE EXIT 
• Most entrepreneurs love building their business 

much more than selling it 

• Most have never sold their baby before 

• Maintain alignment by mentioning the MAD 
(Minimum Acceptable Deal) at each BOD meeting 

• Review exit strategy frequently and revise in a 
dedicated meeting at least annually 

• Investor/Director should drive the exit….. 

   never the CEO 



ENABLING “ULTIMATE EXITS” 

“Start the process by thinking of your business 
as a product you are going to package for a 
very selective customer …..the buyer who will 
pay the highest price.”  

     Dr. Tom McKaskill, Ultimate Exits 



“MUST READ” BOOKS FOR DIRECTORS 



EIGHT CRITICAL BOD ACTIVITIES 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  



OFFER:  
SOLICITED OR OVER-THE-TRANSOM  

• Be ready for unsolicited offers 
–  Do you have time to create an auction? 

–  How can you determine if the offer is fair price? 

• Adopting an exit process facilitates an auction 

• Selling a company is a business process (as 
discussed earlier) 

• But…. 



OVER THE TRANSOM 

• Surprise!!!  Indication of Interest Letter Arrives 

• Hire M&A counsel?  Deal team adequate? 

• What/When to tell shareholders? 

• Hire Investment Banker:  “Standard Contract?” 

• Single bidder concerns 

• What’s an adequate IRR (hurdle rate helps) 

• Best Alternative to a Negotiated Agreement 

• Dead Deal Angst & Explanation 



KNOWLEDGEABLE ON THESE AND… 

1. Next Funding Round 

2. If they are required for an exit…select VCs 

3. Hire Auditors 

4. Big Pivot without a Divot 

5. Replace CEO 

6. “Circling the Drain” 

7. Facilitating an Exit 

8. React to M&A Letter of  Intent  

BECOME THE BRIGHTEST BULB IN THE ROOM 



QUESTIONS?? 



 

3. The Practicalities of Flipping into the US 

John Gallaher & Greg Sitters 



 
Angel Summit 2013 Session Notes 

 
Session: The practicalities of flipping into the US 
Date Thursday 31 October 
Time: 10.15-11.30am 
Speaker/s: John Gallaher & Greg Sitters 
Facilitator Marcel van den Assum 
 
 
Examining the nitty-gritty practicalities of flipping into the US: 
 

• One of the key challenges is staffing and attracting the right people to build a 
team in the US, especially as they come at a significantly higher cost than in 
New Zealand. It may cost double or triple as much to hire the right people in 
the US than in New Zealand. 

• Companies are increasingly looking favourably at things that are built in New 
Zealand. 

• Most of the cash available for angel investment is held outside of the US. 
• Establishing an ESOP in the US is costly in terms of time and money, 

especially as valuation of the company can often be lower than expected. 
 
 
Questions raised: 
 
 
 
 
 
Key Tips for Angels: 
 

• If looking to build a presence in the US, companies should secure US 
directors before securing US staff. It is important to establish a process to 
recruit that director, which can be achieved through networks and 
conversations. 

• Ensure that vesting is on performance, rather than on tenure. 
• Keep your New Zealand investors informed about the company’s plans for  

offshore expansion. 
 
 



 

4. Speech from Minister of Economic Development 

Stephen Joyce 



Angel Summit 2013 Session Notes 
 

Session: Minister of Economic Development 

Date Thursday 31 October 

Time: 11.30am-12.00pm 

Speaker/s: Stephen Joyce 

Facilitator  

 
Key note speech from Stephen Joyce: 
 

 Angels are innovation in action, backing talented people who wouldn’t 
otherwise get off the ground.  Make an important contribution to a strong 
economic story. 

 Government has a Business Growth Agenda, focused on advancing on all 
fronts; access to markets, capital and supporting infrastructure. 

 $1.65bn invested in improving broadband, of which $1.1bn will be spent 
outside Auckland and Christchurch. 

 Three strong stories for export from NZ: food and beverage; ICT/hi-tech; 
minerals and oil & gas. 

 New Zealand has a strong and improving reputation in the innovation space, 
particularly in the ICT space.  Heading into a purple patch. 

 Callaghan Innovation is shaping up well.  By end 2016 will be transforming 
the speed at which R&D comes to market. 

 New ‘Israeli model’ approach to incubators announced.  $31m over four years 
to be allocated as repayable grants (on a 3:1 matching basis with private 
money) via new technology focused incubators. 

 National Science Challenge – would like to see more private sector 
involvement 

 More can be done. Encouraging CRIs to take a partnering approach to 
developing commercial capability.  Some things are not suited to CRIs taking 
risk. Would like angels to think about that.  

 Universities need to be responsive and strategic over the next 10 years. They 
will be facing challenges relating to internationalisation and alignment with 
what is happening both locally and globally.  University governance under 
review.  More efficient to have smaller governance bodies. 

 Challenge now is to use the regulatory settings we now have to make the 
most of the opportunities ahead of us. 

 
 
 
Questions raised: 
 
 
SCIF review is the cloud hanging over the room.  Co funding is very important to us.  
It’s not about the rich getting richer.  It would be much easier to sit on the beach than 
take this early stage risk. 
SCIF review was focused on the past and the amounts invested.  I want to know 
about what’s been achieved and what could be achieved in the future.  These are 
reasonable questions.  It’s not that there won’t be a SCIF 2. 
 
How leaky should the university sector be in terms of letting go of IP? 
Quite leaky. We have a tendency to hang on to things, but we can all benefit if IP is 
shared.  Its not about losing control, but about letting others in to make it bigger.  
Universities will gain in the process. 
 



View of NZ culture?  Is it changing? 
2 sides of same coin – we are innovative but often less collaborative.  Small scale 
means we can turn our hands to anything.  US visitors surprised at what we have 
achieved with the resources we have.  Culture change is happening.  We are a less 
self conscious in our celebration of success.  Always room to do more.  Media can be 
focused on the negative. 
 
Callaghan Innovation – needs to move faster. 
Hugely important for NZ.  Come a long way since formation in February.  Of course 
we’d all like things to move faster.  Monitoring from all perspectives. 

 
 

What are your views on early exit strategies and companies being sold offshore? 
They are not something to be hung up on. They are part of the evolutionary process 
of companies.  Releases capital to be recycled. 
 
 
Key Tips for Angels: 
 

 Start talking about the successes more, and sharing the stories of successful 
entrepreneurs. 

 Regulatory settings are in place.  Up to us to maximize the opportunities. 
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Vesting is Very Important 

• I believe vesting is one of the important 
elements in the corporate structure, 

• And the written, and implicit, agreements, 

• Not just between the angels and the 
entrepreneurs, 

• But also between the founders. 

• I believe it has a large effect on whether the 
company succeeds, or fails. 

 



Angel Investing is Still New 

• Angel investing is still quite new 

• I think angel investing is about where 
traditional venture capital investing was 

• About 25 years ago 

• We are still at the early stages of 
understanding what really works 

• And in developing best practices 

 



Equity Ownership is Also New 

• Like angel investing, the entire concept of 
widespread equity ownership in companies is 
also still relatively new 

• 25 years ago shares, and options, often  
vested over 10 years 

• During the late 1990’s in Silicon Valley, the 
longest vesting term was 18 months 



Vesting Applies To 

• When I speak about vesting 

• I am referring to all nominally priced 

• Shares and options 

• And for clarity, I’m definitely including 
all of the “founders shares” 



Fair and Equitable 

• I’d also like to clarify at the outset 

• That I believe the way to ensure the highest 
returns on angel portfolios, 

• Is to be as fair and equitable as possible 

• I don’t believe “investor friendly” deal terms 
maximize returns 

• In my experience, the way to make the most 
money is to be fair and to maximize alignment 



Need to Agree on the Goal 

• I also believe strongly that the entrepreneurs 
have to agree, at the outset 

• On the ultimate goal for the company 

• Is the goal a lifestyle company,  

• Or an exit? 

• For investors, only the second choice works. 

 



Typical Vesting Formulas 

• The most common vesting provision I see 

• Is straight linear 3 year vesting 

• It is also quite common to see most founders 
shares fully vested when angels invest 

• In my opinion, either of those 

• Reduces the probability of success 



Why is Linear a Plan to Fail? 

• Yes, I am absolutely convinced that if a 
company has a 3 year linear vesting formula,  

• That it will be less like to succeed 

• For two reasons: 
1. It creates a failure mechanism if one 

founder leaves, and 
2. It actually encourages founders to leave 

• Let me explain why 

 



Psychological Vesting 
• First, psychological vesting is only 2/3 of the 

total linear vesting period 

• This means that the retention benefit of linear 
3 year vesting period is only effectively 2 years 

• I can’t conclusively prove this, but I’ve seen it  
enough times to know that it is definitely 
something in this range 

• Once someone has 2/3 of their total shares, or 
options vested, their thinking has changed 

 

 



Our Species is Evolving 
• Today, vesting is even more important than a 

decade ago due to “internet acceleration” 

• Our species is evolving quite quickly 

• People under 30 years old have much shorter 
attention spans 

• If you want to really appreciate this change 
ask a university professor 

• They tell me it’s very hard to get students to 
focus long enough to read a whole book  



Internet Acceleration 
• One theory is that it’s caused by the internet 

• The flip side is that the younger generation are 
much better multi-taskers (watch your kids) 

• This is having a significant effect on companies 

• This shorter attention span means that some  of 
the team will think about moving onto the “next 
new thing”  

• After just two or three years 

 



The Best Often Go First 
• The “best and brightest” often go first 

• Perhaps they are the most impatient, 

• Or the most ambitious, 

• Or just have the largest number of alternatives. 

• But when ever one of the founders leaves a 
young company,  

• It has a significant psychological effect on the 
people who stay 
 



Cascading Departure Failure 
• When the founders started the company, 

• They probably committed to each other that 
they would all work hard together,  

• And stick it out all the way to the exit. 

• But when one of the founders leaves 

• The others begin to think: “Sounds like our  
ex-cofounder is having more fun.” 

• And “They’d already vested most of their 
shares in this venture” 



The “Equity Effect” Failure 
• “Now they’re earning shares in a new deal” 

• “This is hard work. It’s just not as much fun now 
that they’ve moved on.” 

• “Feels like the smart thing for me to do is move 
on as well.” 

• Which can start a cascade of departures 

• Which can cause the entire company to fail 

• You only have to see this once… 



Vesting Created the Failure 
• In this scenario, I believe the flawed vesting 

formula actually contributed to the failure 

• The 2 year psychological vesting period actually 
encourages people to start thinking their job is 
effectively complete after only 2 years! 

• And we need to remember that the founders 
aren’t getting paid enough for that to be their 
primary motivation 

• Founders are motivated by equity, not cash 



Vesting Protects the Founders 
• Even worse, when a founder leaves they usually 

have to be replaced 

• Young companies usually can’t afford to pay 
entirely with cash 

• So the option pool has to be increased 

• Which dilutes everyone, 

• And penalizes the people that stay 

 



Vesting Important to Founders 
• But dilution is much less important than failure. 

• If the departing founder was essential, 

• Or if their departure creates a fatal cascade, 

• Everyone will lose all of the value of their equity. 

• Optimum vesting may have prevented the failure. 

• Which is why I believe vesting is even more 
important to the founders, than to the angels. 

• (Because angels have other investments.) 

 



Implicit Agreement with Angels 
• I also believe that one implicit term in the 

'contract' with the entrepreneurs  

• Is that they will both increase the value of the 
investors' shares  

• And work to ensure that the investors get their 
money back 

• In other words, that there is an exit 



An Exit is Part of the Contract 
• If a founder leaves before the exit,  

• I don’t believe they’ve fulfilled part of their 
contract with the investors 

• Which was to work to get the investors their 
money back 

• To be fair, if they do leave, some of their 
founder’s equity should be used to 
compensate their replacement 

• The people who stay should not be penalized 



What Percentage is Fair? 
• It’s difficult to quantify what percentage of the 

founder’s contract wasn’t complete if they leave 

• Especially when you need to build it into a 
formula early on in the company’s history 

• I do know that very often over 50% of the final 
value is “created” during the exit process 

• In my opinion, the fairest we can be is to say 
that half the founders total job is not complete if 
they leave before the exit 

 



Most Fair Vesting Formula 
• All stock options, and all nominally priced 

previously issued shares, will vest: 

• 50% daily and linearly over a three year 
period; and  

• The other 50% will not vest unless, and until, 
there is a sale of the company 

• To be fair, all vesting accelerates on a sale 



Group Psychology 
• It’s very difficult to accurately describe the 

effects of a fair vesting formula compared to a 
flawed one 

• Many of the important effects are 
conversations people have just in their heads 

• Thoughts that are never even verbalized 

• Behavior we observe, but may not understand 

• That’s why we are still at the early stages of 
figuring this out 



Easier to Think of as DNA 
• Perhaps a better way to think about vesting 

than it’s effect on group psychology 

• Is to think of it more like corporate DNA 

• I think of the vesting formula as part of the 
company’s DNA 

• Like biological DNA, it has definite, but difficult 
to observe, effects on behavior,  

• Performance and longevity 

 



Fair Vesting 
• I am certain that vesting formula will change 

the behavior of the founding shareholders 

• And reduce the probability that founders leave 
early and possibly create a fatal cascade 

• And that they understand, and accept, that a 
core part of their agreement with their 
cofounders and investors is that  

• A big part of their job is to stay through the exit 

 



Vesting Confirms Alignment 
• We all know that the probabilities of a 

successful exit increases if we have alignment 
among all of the principal stakeholders 

• The entrepreneurs know the equity investors 
will stay until the exit  

• (we have no choice) 

• A fair vesting formula confirms that the angels 
also have alignment with the founders 

 



This Will Bother the Founders 
• The fact that half of their shares only vest on 

the exit will ‘bother’ the entrepreneurs 

• The realization that they haven’t earned half of 
their shares will keep popping into their minds 

• They will tend to feel uneasy, not complacent 

• They’ll keep remembering that part of their job 
is to get the investors their money back 

 



This is NOT Easy to Explain 
• Vesting is a difficult concept 

• Understanding usually requires more than one 
painful and very expensive experience 

• Most entrepreneurs just haven’t had the 
experience to really ‘get it’ 

• I admit to often failing to convince young 
founders that this is the most fair vesting 
formula 

 



But it’s Always Illuminating 
• I am sure you’ve noticed that when 

entrepreneurs are trying to convince us to 
invest, we often hear “Yes” 

• For example about exit strategy and timing 

• I find it interesting how that can sometimes 
shift when you want to codify that in vesting 

• When an entrepreneur aggressively disagrees 
about staying until the exit  

• I’m glad that I learned that before I invested 

 



Community Commitment 
• We’ve been talking about this vesting formula 

for over a decade where I live in Vancouver 

• Most of the experienced angels incorporate it 
in their term sheets 

• Now many of the entrepreneurs see the same 
terms from a range of investors 

• And a few have even observed the benefits in 
their own companies 

• The conversation is gathering momentum 



Vesting Summary 
• The most fair vesting formula provides that 

half of the nominal-cost equity vests at the exit 

• And all vesting accelerates on the exit 

• This optimum vesting formula reduces 
company failures 

• Prevents investments into lifestyle companies 

• And increase the percentage of companies 
that successfully exit 

 



 

6. Do Accelerators Create Great Angel Food 

Hugh Mason 



 

Angel Summit 2013 Session Notes 
 

Session: Do accelerators create great angel food 

Date Thursday 31 October 

Time: 12.00-1.00pm 

Speaker/s: Hugh Mason 

Facilitator Geoff Nixon 

 
Discussion on the role of accelerators in the creation of investment ready 
ventures: 
 

- The ways of analyzing big companies cannot be applied to startups.  We 
need a different way of creating success. For corporates it’s ‘plan and perfect’ 
and for startups it’s ‘launch and learn’. JFDI doesn’t claim to pick winners but 
rather to avoid losers 

- ‘Avoid repeating the same mistakes’ 
- Based on a scientific way to do and teach entrepreneurship (see 

Sarasvathy - http://www.effectuation.org/) 
- Accelerator is about Stress testing a company 

- Accelerators are used for building value however it is an ecosystem and like a 
‘heart’ on its own does not work (see Feld http://www.amazon.com/Startup-
Communities-Building-Entrepreneurial-Ecosystem/dp/1480563854) 

- Community is vital to success 
- One sided relationship should be avoided  
- Anybody’s success is everybody’s success 

- Entrepreneurship happens in a complex world where there are patterns but 
no rules – an accelerator brings people together into learning the patterns 
(see Snowden and Boone - 
http://www.mpiweb.org/CMS/uploadedFiles/Article%20for%20Marketing%20-
%20Mary%20Boone.pdf) 

-  
- There are many young teams with good ideas however teams also need the 

right skills and domain expertise 
 
 
 
Questions raised: 
 
What makes accelerator demo day a better place to invest by an angel? 

- Has already been stress tested by a lot of other people  
- Benefit of a business that has already been kicked around a lot 
- Opportunities to syndicate 
- De-risked dealflow 
  

 
Key Tips for Angels: 



 

 
 

● Invest.  Accelerators are valuable sources of deal flow for angels, with 
significant effort having gone into testing opportunities from multiple 
perspectives before they are exposed for investment.  

 
● Get involved. Accelerators rely on an involved ecosystem to function, and 

angels working as mentors are an important part of this. 



○ Hugh Mason, CEO, JFDI.Asia Pte Ltd,  hugh@jfdi.asia    http://jfdi.asia 

Do Accelerators Make Great Angel Food?



Why Accelerators Matter
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How Accelerators Work



Accelerators

Support All The Way Through Series A
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It’s all about the community



An Accelerator is part of a larger ecosystem
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30,000 people

1,500 teams
per year

50–60 teams per year accelerated

5–10% of teams break under 
pressure. 25% of teams don’t 
achieve traction: talent is recycled 
into teams that get funded,
or into new ventures

66% of teams funded



What Accelerators have acheived



● 50 accelerators

● 63 cities

● 6 continents

● 908 new startups

● 3,125 employees

● US$548 million raised

● US$505,000 per startup

Global Accelerator Network



JFDI

● Based in Singapore, 

recruiting worldwide

● 100 days to seed investment

● 30 startups in 3 batches

● 60% success

● Average seed round US$550k

● US$20k in at start

● 10X valuation in 100 days





Asia’s top tech startups, mentors
and investors. All in one place.

Hugh Mason, CEO, JFDI.Asia Pte Ltd,  hugh@jfdi.asia    http://jfdi.asia 
For further information, contact:



Accelerator Operations



Inspiring the community
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● Inspire the largest 
possible number of 
people across the 
region.

● Celebrate ‘local 
heroes’ and help 
people to believe 
that “this can 
happen in our town 
too”

● Focus the energy in 
curated local online 
communities on 
Facebook.

● Keep the community 
informed.



Short events engage people and form teams
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● Support existing 
local events and 
their coordinators, 
co-opting them to a 
bigger cause

● Operate startup 
weekends, 
hackathons to 
introduce people 
and foster team 
formation



Short events engage people and form teams



Select teams ready for acceleration
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Selection is mostly about 
the team, not the idea.

Choose teams that have:
● Balanced skills.
● Are coachable.
● Have domain 

expertise.
● Fixable flaws.

Use market insights and 
problem statements from 
co-sponsoring partners to 
create businesses that 
will have a channel to 
market.

Involve mentors in 
selection.

30,000 people

1200 teams
per year

40-60 teams per year selected



Pre-seed investment in teams to be accelerated



Pre-seed investment in teams to be accelerated
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● JFDI invests S$15-
20k in each team

● 50% of funds raised 
goes to capital 
investment, 50% to 
running costs

● JFDI takes 5-20% 
equity stake in each 
start-up team.

● This deal closely 
matches 
international norms



Acceleration



Acceleration
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● Duration 100 days
● Combines group 

workshops, one on 
one mentoring and 
presentation 
coaching.

● Goal is to show 
traction: problem 
worth solving; 
solution; market 
acceptance

● Batch size 5-15 
startups

● Teams doing B-B 
projects could start 
earlier than B-C

● Alumni from one 
batch will want to 
mentor the next.



Mentoring is the key value-add during acceleration
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● Intensive mentoring 
by international 
entrepreneurs who 
have “been there, 
done that” before.

● Aim is to prove 
customer 
understanding, 
viability of the 
solution and market 
traction.

● Teach lean startup 
methodology, agile 
programming and 
presentation skills.

●  1 in 20 teams will 
drop out due to the 
pressure

Intensive
M

entoring



Demo day to active early-stage investors



Investors come because they see quality dealflow
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● Teams have been 
coached to tell 
strong stories 
backed up by 
evidence.

● Assemble 100-150 
active early stage 
investors.

● Networking on the 
day  amongst 
investors is 
important.

● Teams get 6 minutes 
each to pitch

● Set up investor 
meetings 
immediately after 
demo day.



Teams with no traction fold fast
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● Aim of the program 
is to make or break 
teams’ ideas rapidly 
so that they can 
move on, to success 
or another idea.

● Aim is to avoid 
creating ‘zombie 
startups’

● Teams that don’t 
make it are recycled 
so the process is 
efficient.



Demo Day marks the division between pre-seed and seed



After acceleration
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Plan & Perfect
versus

Launch & Learn



“Plan And Perfect”





In the old days:
● you'd have to have an idea
● then you'd write a proposal
● then you'd raise the money
● you'd plan the thing
● you would hire the people
● and build it.



Today, what you do is:
● you build the thing
● you raise the money and
● then you figure out the plan
● then you figure out the
 business model.



It's completely the opposite.

You don't have to ask 
permission to innovate anymore.









“Launch And Learn”



 

7. Learning by Doing 



 
Angel Summit 2013 Session Notes 

 

Session: Learning by doing 

Date: Thursday 31 October 

Time: 2.00-2.45pm 

Speaker/s: NZVIF, AJ Park, KPMG, international guests 

Facilitators Dave Allison and Robbie Paul 

 
Two ventures presenting in a highly facilitated session, including relevant 
professional services providers/specialist speakers and lead angels: 
 
Nigel Slaughter presented Ligar Polymers Ltd, spinout from Wintec, that addresses 
provides molecular filtration and extraction problems (removing contaminants, 
recovering valuable molecules from production outflows, and extracting molecular 
compounds). 
 
Rodney Tamblyn presented Ocean Browser, an ed-tech software start up that 
provides cloud based, personalized learning software for the tertiary sector. 
 
Participants broke into groups to discuss the investment opportunities under three 
headings: due diligence, valuation and term sheets. 
 
For the valuation, a variety of approaches were considered (Berkus method, 
Scorecard method and terminal Valuation method) 
 
 
Discussion points 
 
Wide ranging discussion covered many issues, many subject to ‘Chatham House’ 
rules, but some general points emerged: 
 

 A key point when investing in ventures originating from a research 
environment is whether the equity structure is one which works for angel 
investors, (ie how will decision making occur when large institutions are 
involved).   

 Ventures which rely on royalty income can be difficult to achieve value from, 
as it depends on the priority attached to the royalty deal by the licensee. 

 Important to consider not only what the founder presents, but also how this 
venture can be developed in alternative ways, such as different business 
models or different verticals (ie thinking outside of the box to add value). 

 A ‘red hot’ technology space can be attractive, but ability to execute (and exit) 
quickly must be carefully evaluated. 

 Alternative valuation methods can provide quite different results, but they are 
not intended to be definitive, merely to provide useful information and lines of 
thinking in arriving at a fair valuation. 

 
 
Key Tips for Angels: 
 

 By pooling expertise angels are able to achieve a higher quality of decision 
making.  



 
 



 

8. Profiling Angel Food from the Deep South 

Paul Orders & Peter McIntyre 



 
Angel Summit 2013 Session Notes 

 
Session: Profiling Angel food from the deep south 
Date: Friday 1 November 
Time: 8.30-9.00am 
Speaker/s: Paul Orders & Peter McIntyre 
Facilitators Steve Silvey 
 
The following companies pitched to illustrate the range of young businesses growing 
in Dunedin: 
 

• Nigel Bamford, founder and CEO of Escea.  High end, design led gas 
fireplaces (www.escea.com)  

• Nathan Rountree, CTO of Tracplus Global.  Seamless integration of tracking 
systems all on one screen (www.tracplus.co.nz) 

• Grant Gibson, GM at Tracmap.  Rugged, easy to use GPS guidance and 
mapping systems (www.tracmap.com) 

• Lani Evans, CEO at Thankyou Payroll.  Free, easy payroll solutions for kiwi 
businesses (www.thankyoupayroll.co.nz) 

• Peter Fennessy, Director at Abacus Bio. Bridging science and business in the 
agribusiness sector through consulting and venture development 
(www.abacusbio.com) 

• Emily Sutton, founder at Formed.  Biotech jewellery 
(www.pledgeme.co.nz/914) 

• Alex Tickle, Commercialisation Manager at Otago Innovation Limited, 
commercialisation arm of the University of Otago, discussing High 
Throughput Screening for HIV treatment (www.otago.ac/nz/otagoinnovation) 

 
 
Presentations too from Paul Orders, CEO Dunedin City Council and Peter McIntyre 
Craigs Investment partners and President Otago Chamber of Commerce 
 

• Dunedin’s 10 year vision - to be one of the world’s great small cities.  Signed 
up to a partnership among all the key city players in the form of an economic 
development strategy. 

• Signs of reinvention happening, long list of young companies in the vanguard 
of change.  (As above, plus Pacific Edge, Animation Research, Language 
perfect, AD Instruments, Fisher & Paykel etc) 

• Why?  Quality of life proposition. World class expertise in certain areas (eg 
220 geneticists, largest cluster in Southern Hemisphere), and highly educated 
population (1/120 educated to PhD level) 

• Essential to align intellectual assets in niche areas with investment capital 
• Absolute commitment from the city to collectively facilitate investment in the 

local economy. 
 
 
 
Key Tips for Angels: 
 
 

http://www.escea.com/
http://www.tracplus.co.nz/
http://www.tracmap.com/
http://www.thankyoupayroll.co.nz/
http://www.abacusbio.com/
http://www.pledgeme.co.nz/914
http://www.otago.ac/nz/otagoinnovation


 
Invest in Otago! 
 



 

9. Asian Angel Investors - How do we make NZ 
ventures appealing 

Hugh Mason 



 

Angel Summit 2013 Session Notes 
 

Session: Asian Angel Investors - how do we make NZ ventures appealing 

Date: Friday 1 November 

Time: 9.00-10.00am 

Speaker/s: Hugh Mason 

Facilitator/s Jordan Green 

 
Discussion on the profile of angel investors in Singapore:  
 

● Singapore might look Westernised on the surface, but scratch that surface 
and its dominant culture is Asian.  (Cow, chicken, grass example.  Fishpond 
example) 

● Personal face to face connections and understanding of cultural differences 
are key to doing business in Asia. 

● A recommended book is “The Geography of Thought” by Richard E. Nisbett. 
● Hugh blogged about ‘Ten Things I Got Wrong Setting Up Shop In Singapore’ 

(see: http://jfdi.asia/2010/08/29/5951/) 
● But bear in mind that Asia is a hugely diverse continent. Any generalization 

will be wrong in many specific instances. 
 
With that caveat, some characteristics of angels in Asia: 
 

● There is the usual mix of successful entrepreneurs, professionals-turned-
investors, etc. in more developed markets. 

● In the developing markets, much wealth is tied up in family firms. Read 
the Asian Godfathers (Joe Studwell) for their history. 

● There is an emerging middle class, who have not had the opportunity to 
build businesses in an era when wealth creation primarily depended on 
land or some kind of special franchise. 

● In some parts of the region (eg Philippines), entrepreneurial role models 
are only just emerging from that middle class, even though they are 
surrounded by people with strong technical and professional skills.  

● In a market where you can still make a lot of money out of Oil Palm or real 
estate, yielding a regular income, the appetite for risk on intangible 
businesses can seem low. 

● A huge quantity of the region’s wealth is banked in Singapore, which 
offers a stable, commercially mature place with an attractive lifestyle for 
affluent people around the region. 

● Deal sizes and terms in Singapore are similar to what is found in New 
Zealand. 

● The notion of founders’ shares vesting over time is more widely accepted 
than it appears to be in New Zealand. 

● Asians are savers, rather than borrowers: some reports show that families 
typically save 20% of their income. In Singapore this is mandated by the 
national Central Provident Fund. 



 

● Corporate culture can seem relatively rigid and hierarchical compared to 
norms in the west. There are often unseen decision makers (see 
http://geert-hofstede.com/countries.html) 

● Like governments everywhere, the developed nations of Asia such as 
Singapore tend to operate with a ‘technology-push’ vision of innovation, 
rather than a market-driven innovation approach. 

 
 
Questions raised: 
 

● What is your primary cultural advice for an angel going into Singapore? 
o It’s a very face-to-face culture – business is about doing things face-

to-face. 
o Social proof is very important in many parts of Asia. Be prepared for a 

slow process of achieving trust. 
o Be aware of the concept of “face” – this loosely translates as “dignity”. 

(see: Rosenberg http://www.beyondintractability.org/essay/face)  It’s 
easy to make someone lose face by contradicting them in a meeting. 
Rather than saying “no” to you, someone in Asia might remain silent 
to help you preserve face.  

o Everything is about building connections and long-term relationships, 
to the extent that insisting early on a contract can seem rude. Once 
trust is built in countries like Japan, the expectation is that partners will 
look out for each other, if events go in an unexpected direction, rather 
than insisting on what was written in a contract. 

o Coming from a Western perspective, all this can seem imprecise, 
opaque and slow but in truth it’s just a different way of working.  

o The expectations of a contract are different in different places – in 
India, a contract might simply be the beginning of a negotiation! 
 

● How prevalent is corruption in Asia and how do you deal with it? 
o Endemic.  There is often a middle man offering to facilitate 

introductions etc. Avoid them if at all possible.  Physically visit the 
people you do business with. 

o In certain parts of the region, life is cheap so be aware that some 
warlords do business with a baseball bat! 

o The problems start when you are successful and threaten the 
established order.  

 
● How does the idea of a brash “demo day” go down in Asia? 

o Demo days in Singapore bring the community together.  Similar 
findings with Lightning Lab in NZ. 

o JFDI encourages entrepreneurs to make their presentations evidence-
based. (Problem: evidence.  Solution: evidence.  Traction: evidence. 
Etc) 
 

● Are Asian angels proactive in the businesses that they invest in? 
o Same as everywhere. There is dumb and smart money.  
o Don’t come to Singapore for money alone, especially not for grants. 

Singaporeans are very sensitive to carpetbaggers. 
 



 

● How willing are Asians to invest in a New Zealand business? 
o Like Angels everywhere, they prefer to be able to visit a young 

company so it’s unlikely that an Angel will invest hands-off in 
something at a distance. 

o If there is a genuine commitment to build something that will service 
Asia, chances are significantly higher that they will be willing to invest 
in it when the business is more mature. 

o Ideal opportunity is piloted and proven technology which has a market 
opportunity in Asia and which the Asian angel’s connections can help 
to unlock. 
 

● How can New Zealand build better relations with Asians in its own 
community? 

o Create an open space that brings communities together – a physical 
meeting place. Model it on the social things that churches do. 
 

● Difference between the model of angels in Asia and New Zealand? 
o In Asia, people often do not announce deals. The scene is more 

secretive and protective of information, which sometimes limits 
collaboration. 

o New Zealand has the strength of being more collaborative. 
 

● Is the culture in big corporations in Asia similar to western culture? 
o Stereotypically, it is rigid, patriarchal and protective of the existing 

empire. 
o Power lies often with family members, even in a public company. 

 
 
Key Tips for Angels: 

 
● Asia is a fantastic commercial opportunity, but it is important to understand 

the cultural differences. 
● Don’t take anything for granted. Make friends and visit them often. 



○ Hugh Mason, CEO, JFDI.Asia Pte Ltd,  hugh@jfdi.asia    http://jfdi.asia 

Asian Angel Investors - 
How do we make NZ ventures appealing?



Which goes with the cow?



What do you see?



Essential Reading



Asia’s top tech startups, mentors
and investors. All in one place.



Angels in Singapore

● Demographics
● Wealth
● Experience
● Profession
● Expectations
● Risk appetite
● Time allocated



Meng’s map of the money

bit.ly/MengsMap



Deal profiles

● Typical investment sizes?
● Typical valuations?
● Typical investment terms?
● Time to close a deal?
● Do Angels think about exits at the time of 

investment?
● Do Angels or entrepreneurs expect exits 

domestically or internationally?
● Local Angel heroes?
● Landing Pad for Kiwi Angels and investees



Some early-stage investors

Lim Kuo-Yi, Infocomm Investments

Chow Yen-Lu, Entrepreneur and Business Angel

Amit Anand

Paul Santos



 

10. The Rationale and Mechanics of Angel Investment 
Funds 

Stuart Fox 



 
Angel Summit 2013 Session Notes 

 
Session: The rationale and mechanics of angel investment funds 
Date: Friday 1 November 
Time: 10.30-11.30am 
Speaker/s: Stuart Fox 
Facilitator/s Dean Tilyard 
 
Discussion on the rationale and key challenges of setting up and raising an early 
stage investment fund. Side-car funds vs flipped side-car funds :  
 

• Background on Artesian model of partnering with angel groups, 
accelerators and incubators.  Artesian provide back end fund 
management, partners provide deal flow and vetting.  Model is for 
Artesian to have 1000 start-up investments. 

• The economics of small funds are incredibly hard to make work.  
Artesian achieve this because early stage fund are part of wider fund 
management company and they have key people interested in the 
early stage space.    

• Sydney Angels side car fund was the first fund.  Fund will provide 
around $100k on a deal where three Sydney angels have committed 
$100k or more.   

• In managing funds a key discipline is to ‘do what you said you were 
going to do’.  Some funds were guilty of ‘mission drift’ and this quickly 
erodes investor commitment.          

• As someone from a markets and fund management background Stuart 
has noticed that early stage investors do not place enough emphasis 
on getting returns – investing should be driven by return expectation.    

• Stuart noted that the early stage space in Australia is rapidly evolving 
but that NZ appears more cohesive and advanced, particularly with the 
advantage provided by the SCIF co-investment model. 

• A concerning trend evident in NZ data was the increase in companies 
receiving ever smaller and more frequent rounds. A growing company 
should be seeking more, not less funds.  

 
 
Questions raised: 
 
Can you explain the concept of a sidecar fund? 
A sidecar fund invests alongside other investors.  It supports rather than leads an 
investment.  It provides an angel group with critical mass, while allowing individual 
angels to achieve a portfolio at a low cost and without a requirement for active 
involvement.  Contrast that with a fund that leads the investment and alongside 
which others can co-invest. 
 
 
Key Tips for Angels: 
 



 
Funds provide a way of pooling resource and expertise, but require clarity of goals 
and consistency in execution. 
 
 



alternative investment manager 

@artesianvc artesianinvest.com 

 the future of venture capital 

venture capital must be as revolutionary as the businesses it invests in 

Artesian’s unique co-investment model outsources the selection, mentoring and due 
diligence of startups to partners including accelerators, incubators, university programs, angel 
groups and digital agencies. By outsourcing these processes to its partners Artesian can scale 
its investment portfolio far beyond the capacity of a traditional venture capital firm. Portfolio 

size and diversification are critical for investments in startups in order to capture the10% of 
startups that generate 90% of all investment returns. 

Stuart Fox:  
Managing Director of Artesian Capital Management. Prior to joining Artesian in 2012, 
Stuart spent 15 years at UBS AG based in Hong Kong, London, Tokyo and Sydney. His 
final role at UBS was Managing Director, Head of APAC Commodities. Before this he 
was Global Head of FICC Hedge Fund Distribution. Stuart is an active angel investor 
and member of the Sydney Angels, BlueChilli & Slingshot Investment Committees. 



alternative investment manager 

 australia versus the world 

@protoinvest artesianinvest.com 

1.  FUNDING Israel US Canada UK France Germany Australia 

2012 GDP ($trillion)  0.24   15.09   1.76   2.43   2.77   3.57   1.37  

2012 VC Capital raised ($billion) 0.60 20.6 1.80  1.40  0.72   0.82  0.24 

VC Capital raised as % of GDP 0.245% 0.137% 0.102% 0.058% 0.026% 0.023% 0.018% 

Global VC indexed vs Australia 14.1x 7.8x 5.8x 3.3x 1.5x 1.3x 1.0x 

Sources:  Dow Jones Venture Source, Thomson Reuters 

2.  CUSTOMERS Asia Africa Europe Latin 
America 

North 
America 

Middle 
East 

Oceania/A
ustralia 

Population (million) 3,922 1,073 820  593  348   223   36 

Internet Users (million) 1,076 167 518  255  273  90  24 

Penetration % 27.5% 15.6% 63.2% 42.9% 78.6% 40.2% 67.6% 

Source:  InternetWorldStats 



alternative investment manager 

 great time to be an entrepreneur 

Great time to be an entrepreneur: 
 
 now costs significantly less to 

launch, iterate, and scale 
companies 
 

 sweeping changes in technology 
and consumer internet adoption 
have enabled dramatically 
reduced capital requirements for 
building new software companies 
 

 accelerated access to customers 
via search, social, and mobile 
platforms. 0.36 billion 

2000 2011 

global internet users: 

2.20 billion 



alternative investment manager 

healthy 

grass roots 
community 

healthy 

early stage: 
seed & angel 

  rebuilding australian vc bottom up 

australian vc 
health report 

weak 

series A & 
small trade sales 

source 
local 

sourc
e 

global 

life support 

late stage: 
series B, C … ipo 



alternative investment manager 

  influx of new participants in early stage vc 

ACCELERATORS INCUBATORS EARLY STAGE VC  
CO-INVESTMENT FUNDS 

US 

AUS 

ANGEL GROUPS VC 

SA Angels 

VC 

Stage 1 of disruption Stage 2 :  VC 2.0 



alternative investment manager 

 AFOF Australian VC Fund of Funds 

Sydney Angels Sidecar Fund 

Slingshot Venture Fund 

BlueChilli Venture Fund 

 Vivant Ventures Fund 

 2 Cities Angel Fund SA Angels 

 iAccelerate Fund 

 New ESVCLP partners:    QLD, VIC, WA 

ESVCLPs AFOF 

ESVCLP structure provides tax-free returns AFOF structure provides tax-free returns 

 disrupts the traditional VC model where 
resource constraints necessitate concentrated 
portfolios, which over the past decade have 
provided investors with dismal returns.  

 technology advances have lead to much 
lower costs of starting up resulting in many 
more early stage ventures which in turn 
increases the difficulty of picking winners.  

 the fund recognizes this seismic shift, confronts 
the challenge of a far larger deal-flow funnel, 
mitigates selection bias risk and the 
asymmetrical return distribution of a handful of 
large exits by partnering with a variety of 
accelerators, incubators, university programs 
and building a highly diversified portfolio 

 will invest up to $100M across a number of 
existing and to-be-established ESVCLPs 

 over its 5-year investment period the fund will 
look to gain exposure to 500 -1,000 startups 

 provide investors with returns that are exempt 
of Australian tax and will charge only a single 
layer of fees (unlike traditional funds of funds) 

Startups 

40 

100 

100 

35 

25 

100 

400 



alternative investment manager 

Later Stage Expansion Stage Early Expansion Seed/Start-Up Stage 

Ri
sk

 

Founder, friends & family 

Equity Markets 

$200K $2M $20M $200M+ Avg. Raising 

Re
tu

rn
 

30x 

10x 

5x 

2x 

$50K $100K $1M $5M $100M $500K $10M $50M 

Accelerators 

Venture Capital 

$ 
Private Equity 

Commercial Banks 

V
C 

Angel Investors 

  stages of growth for an entrepreneurial company 

Artesian AFOF:         

invests in ESVCLPs which in 
turn invest in seed and 
angel/early-VC stages of 
startup 



alternative investment manager 

  portfolio approach to investing in startups 

Concentrated Portfolio 
 
 Active investors / stock-picker 
 Domain knowledge 
 Effective due diligence 
 Working with known entrepreneurs & investors 
 Involved in strategy/management 
 Investor is an experienced entrepreneur 
 Insider can react quickly to good/bad events 

to guide entrepreneur 
 More relevant as investment matures and 

more performance data available 

Diversified Portfolio 
 
 Passive investors, time constrained 
 Earlier stage investments 
 Due diligence difficult due to lack of 

information - avoid losers 
 Outsource deal flow & due diligence 
 Co-invest with other active angels 
 Buying ‘options’ to make concentrated follow 

on investments at later rounds when more 
information/traction 

Complementary investment strategies: NOT mutually exclusive 

WARNING:    for anyone except experienced (or lucky) angel investors, 
the concentrated portfolio strategy is very risky & time consuming 

“You need at least 15 early stage investments to have a 90% confidence of getting your money back” 1 

“The production of cash is highly concentrated in winners; 90% of all cash returns are produced by 10% of portfolio” 2 

There are an infinite number of unpredictable exogenous factors that can derail technology startups 

1. Kevin Dick (Rightside Capital) “How Many Angel Investments?” 
 

2. Professor Robert Wiltbank (Kaufman Foundation)  



alternative investment manager 

  target investment returns 

Technology  
30% + IRR 

 
 
 
 
 
 
 
 
 
 
 
 
 

Data Sources:   Right Side Capital Management, “RSCM Investment Strategy 
Backtest”, January 2011, Robert Wiltbank & Warren Boeker, “Returns to Angel 
Investors in Groups”, Kauffman Foundation, November 2007 

 
 

Seed stage 
technology  
35% + IRR 

 
 
 
 
 
 
 
 
 

Capital 
efficient 

technology  
40% + IRR 

Late 
Stage 

Retail 

Restaurant 

Health 
Care 

Industrial 
US Angel Market:  
Average IRR 27% 

Primary Target Market for Fund: 
Seed stage capital efficient 

technology startups 



alternative investment manager 

100% 

95% 

90% 

85% 

80% 

75% 

70% 

65% 

60% 

55% 

50% 
> 0.5x > 0.75x > 1.0x > 1.5x > 2.0x > 2.5x > 3.0x 

800 investments 

400 investments 

200 investments 

100 investments 

50 investments 

25 investments 

Number of 
investments in 
portfolio 

  effect of portfolio size on return probability 

Source:   Kevin Dick, Rightside Capital 

With 25 investments 
you have a 65% 
probability of 
achieving a 2.5x return 
on your portfolio 

With 200 investments 
you have almost a 95% 
probability of 
achieving a 2.5x return 
on your portfolio 

Return 

Probability 

Presenter
Presentation Notes
A US based study of angel investors by Wiltbank & Boeker calculate the internal rate of return (IRR) of investments as 27%, using the average payoff of 2.6x and the average hold time of 3.5 years. They also found that in 52% of angel investments the business goes under and angels are relying on 7% of all investments to provide 75% of the returns.This chart shows the marginal benefit of doubling the number of startup investments in a portfolio or early stage venture investments, starting at 25 investments.  Source: Kauffman Foundation: Angel Investor Performance Project



alternative investment manager 

Traditional  
VCs 

Accelerators 
 Incubators  

Angel Groups 

Early Stage VC  
Co-investment 

Funds 

Early Stage VC  
Fund of Funds 

No of companies 
screened per year 100-200 200-300 200-300 1,000-1,500 

No of companies 
invested in per year 5-6 10-20 10-20 50-100 

Number of 
companies in typical 
portfolio 

25-30 50-100 50-100 250-500 

65% 75-85% 75-85% 95% 

Typical investment 
per company $2-10M $25-250K $100-600K $25-$600K 

Capacity to make 
follow-on 
investments 

YES 
NO 

 (except Angel 
groups) 

YES YES 

Mentorship Internal 
resources 

Mentors aligned 
with groups 

Outsourced to  
co-invest partner 

Outsourced to  
co-invest partner 

Scalability by Assets 
Under Management YES NO NO YES 

Scalability by 
Portfolio 
Diversification 

NO YES YES YES 

Traditional  
VCs 

Accelerators 
 Incubators  

Angel Groups 

Early Stage VC  
Co-investment 

Funds 

Early Stage VC  
Fund of Funds 

No of companies 
screened per year 100-200 200-300 200-300 1,000-1,500 

No of companies 
invested in per year 5-6 10-20 10-20 50-100 

Number of 
companies in typical 
portfolio 

25-30 50-100 50-100 250-500 

Probability of 
achieving 2.5x return 65% 75-85% 75-85% 95% 

Typical investment 
per company $2-10M $25-250K $100-600K $25-$600K 

Capacity to make 
follow-on 
investments 

YES 
NO 

 (except Angel 
groups) 

YES YES 

Mentorship Internal 
resources 

Mentors aligned 
with groups 

Outsourced to  
co-invest partner 

Outsourced to  
co-invest partner 

Scalability by Assets 
Under Management YES NO NO YES 

Scalability by 
Portfolio 
Diversification 

NO YES YES YES 

  future of early stage venture capital 



 

11. ESOPS and Directors Remuneration 

Bruno Bordignon 



 
Angel Summit 2013 Session Notes 

 
Session: ESOPs and Directors remuneration 
Date: Friday 1 November 
Time: 10.30-11.30am 
Speaker/s: Bruno Bordignon 
Facilitator/s Bill Murphy 
 
Discussion on employee share purchase plans or ESOP addressing the benefits and 
implications of ESOP’s in high growth companies:  
 
ESOPs are a way of incentivising performance to align values.  
 
Clearly though there are tax implications.  Draft regulations issued 31/10/13.  
Structure and agreements can take $5-10k to work through but well worth it to avoid 
complications down the track. 
 
 
The typical schemes are: 
 

• Issue of shares at a discount or market value. This is clean and simple, but is 
not valuable to everyone. Can work for a director or employee who has cash.  
But it is difficult to claw back shares.  Dilution issues also involved. 
 

• Issue of options.  These are clean, simple, and well understood.  Most people 
issue options for simplicity. However, employees are taxed on the gain.  Need 
to set price, timing and circumstances to trigger.  Shares not issued until 
options exercised.   Does create issues around uncertainty (options may or 
may not be exercised) and dilution (which again occurs on exercise). 
 

• Issue of partly paid shares.  The gain is notionally tax-free for employees. It 
allows the company to “book” the rewards upfront. However, doing this can 
lead to difficult conversations later on about the clawback of shares.  
Administration required for partly paid shares is a burden. Liquidation is a 
potential issue.  If the company collapses, liquidator could call up the unpaid 
balance, though this hasn’t been tested.  Dilution issues again. 
 

• Convertible notes.  The gain is tax-free for employees.  Documentation needs 
to match the rules carefully.   
 

• Loan.  These are simple by design. 
 
New Zealanders are particularly generous on entrepreneur compensation. 
 
Directors are typically in a different financial position. You do not want directors who 
are taking fees to fund their lifestyles. However, in the New Zealand environment it is 
very difficult to convince them to take no cash, and the pool of good directors is quite 
small. 
 
 
 



 
Questions raised: 
 
What percentage of shares go to ESOP? 

• 5-20%.  Often staged, eg: 5% at seed, 10% at revenue, 15% at profit.  
Reserve some for bringing on future employees. Late rounds going to the US, 
need 20% available. 

• Avoid creating too big a pool.  Problems if a non performer has too much 
influence.  Also looks bad to an acquirer if shares issued like lollies. 
 
 

Remuneration structure? 
• 3 layers: cash base, cash incentive, equity. Don’t see a lot of salary sacrifice 

to obtain shares. 
• Entrepreneur compensation: pay then what they need, nothing more.  

Anything more is a waste of investor money.  Prior compensation irrelevant. 
• Individual fortitude can be tested by remuneration discussions. 

 
Employee exiting? 

• Usually results in cash being paid out for the shares 
 
 
 
Key Tips for Angels: 

• Vast range of options and complications. Seek advice. 
• Not ‘set and forget’.  Needs active management. 

 
 
 



 

12. Positioning for Investment Success 

Basil Peters 



Double Your Exits 
 

 

 
 

6th Annual Angel Summit 
Dunedin, New Zealand 

 
November 1, 2013 

 
 Basil Peters 

 



The Elephant in the Room 



The Spouse Test 
• Let’s be honest, 

• How many of you  

• Discuss the actual returns on  
your angel investment portfolio 

• With your wife or husband? 



OK, I’ll Say It… 
• Most angel investors lose money 

• The good news is 

• It’s not just you 

• We need to talk about it 

• I know we are already improving 

• And we can do even better 



Investing Is Not Easy To Learn 
• Generating a consistent return  

• On any investment portfolio isn’t easy 

• What we do is especially challenging 

• Angel investing is actually more difficult 
than Venture Capital investing 

• Because we invest earlier 

• (And that’s just one reason it’s harder) 



In the Venture Capital World 
• VCs have learned that it’s very 

expensive to train a new partner 

• John Doerr at Kleiner Perkins says 

• That training one new VC 

• Is as hard as training a fighter pilot 



The Cost of Our Educations 

• To learn to be a VC 

• Takes 6 to 8 years 

• And costs 

• $20 million 

• (Remember - angel 
investing is harder) 



Angel Investing Is Still New 
• Angel investing is still quite new 

• Early angel groups started around 1994 - 97 

• We are still where traditional Venture Capital 
was in the early 1980s 

• Angels are just discovering best practices 

• That’s the second reason learning to be an 
angel is harder than learning to be a VC 

• (There is no manual) 



We Don’t Have Enough Data 

• Our biggest problem is a lack of good data  

• One reason we don’t have more data is 

• Exits just don’t happen very often 

• From Scott Shane, author of Fools Gold: 
– 1 to 1.5% of angel backed companies exit 
– 5.9% of angel group deals exited in 2008 

• (Not clear if this is a trend or a good year) 

 



New Data on BC Exits 

• Thomas Hellman from the Sauder School of 
Business at UBC 

• “An Evaluation of the Venture Capital 
Program in British Columbia” October 2010 

• 206 angel-backed companies 2001-2008: 

• 0.5% did an IPO and 2.9% were acquired  

• The Alliance of Angels, and some other 
groups, have much higher rates of exits 



How Did These Groups Learn? 

• How did the successful groups learn? 

• Since we don’t have enough hard data  

• Most of our education has to be empirical  

• Learning by observation & direct experience 

• Essentially trial and error 

• Directly through our own portfolios, and  

• Learning from companies we are close to 



Direct Observation Is Expensive 

• Each direct observation  

• Is a company 

• Observed through its entire life cycle 

• From startup to exit 

• Which usually costs $millions (all investors) 

• And often takes 5 to 10 years 



Sharing and Learning 

• One data point = $millions and a decade 

• (The third reason that learning to be an 
angel is difficult and expensive) 

• We need to share data and exchange ideas 

• Meetings like this are the best way we can 
improve our returns 



Example – Education on Valuation 

• I believe we’ve already improved angel 
returns by 50% over the past decade 

• Simply through education on valuation 

• It’s most often Bill Payne up at the front of 
the room 

• Over the past decade, I’ve probably watched 
Bill Payne teach valuation five times 

• Here’s the result of what we’ve learned 



Valuations and Angel Education 

$1 $2 $3 $4 $5 $6 $7 $8 $9 $10 $11 $12 
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Valuation of Companies Receiving Investment  

c. 2005 
Before 
Education 



Valuations and Angel Education 

$1 $2 $3 $4 $5 $6 $7 $8 $9 $10 $11 $12 
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Valuation of Companies Receiving Investment  

c. 2010 
After 

Education 

c. 2005 
Before 
Education 

Just these changes in 
valuation will add 50% 
to returns (long term) 



Further Improving Our Returns 
• Successful investing requires two things: 

1. Investing Right: 
• In the right companies 
• At the right valuation 
• With the right terms 

2. Exiting Well 
• In a reasonable time 
• At a good price 
• With a reasonable probability of success 

We are 
getting better 
at these 

Our biggest 
education 
opportunities 



How Can We Double Our Exits? 

• Based on the limited data available 

• The current exit rate for all angel-backed 
companies seems to be around 2 – 3% 

• I believe we can get to 5 – 6%  

• Which would more than double our returns 

• My hope is that we can get to 10% eventually 

• Here are some ways we can improve our 
probabilities of successful exits 



Pre-Investment Selection 

• The first step is to select companies with 
better probabilities of exits 

• And then check the founder alignment 

• John Huston in Ohio (past Chair ACA) is 
providing strong leadership on angel exits 

• On The Frank Peters Show #311  
John describes the: 

• ” Ohio Tech Angel Alignment Question ” 

 



Ohio Tech Angel Alignment 

• In Ohio, we look them in the face and say: 

• ”If we invest in your company,  

• Our goal is to work with you over the next 
three to five years, 

• So that when the company is sold in three to 
five years, 

• You will personally walk away with three to 
five million dollars in your pocket.” 

 



Structure and Term Sheets 

• How we structure our investments can also 
significantly improve our exit probabilities 

• Term sheets and vesting matter a lot 

• Board structure as defined in the term sheet 

• Dan Rosen’s work on his “Light Pref” term 
sheet already having a noticeable effect 

• Understand the dangers of VC follow-ons 

 

 



Exit Strategy and Planning 

• After we invest, we can increase our exits 

• By working with the management and board 

• To improve their knowledge about exits 

• Debunk the myths, misperceptions and lies 

• I believe every company should have a 
written, signed off exit strategy 

• And regular discussions on exit timing 

 



The Most Heartbreaking Error 
• The most heartbreaking error I see boards 

make is to exit too late 

• It’s fundamental human nature 

• Primarily due to a lack of education 

• In my opinion, more at the director level, 
than company management 

• This is what it often looks like 

 



“Riding It Over the Top” 
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This Happens Most of the Time 

• I think about 75% of the time boards miss 
the optimum time to exit 

• Missing the optimum time, also 

• Often means they end up never exiting 

• So what might have been a good return 

• Ends up being a 100% loss 

 

 



Not Waiting for an Unsolicited Offer 

• I often hear ‘companies are bought, not sold’ 

• People think that when ‘it’s time’, someone will 
knock on the door wanting to buy the company 

• While this has happened, it’s almost never a 
good thing for the shareholders 

• It’s not just that the price will be much lower 

• More importantly, the probability of success 
decreases dramatically with only one bidder 

 

 



Actively Selling Can Double Exits 

• I believe that for every company that is  sold 
through an unsolicited offer 

• There are at least two others that never got 
sold simply because the board was waiting for 
an unsolicited offer 

• By actively selling our investee companies,  
I am certain we can significantly increase our 
percentages of successful exits 

 

 



The Ideal Exit Team 
• To actively sell, companies need a team to 

ensuring the transaction actually closes 

• The ideal exit team is: 
– The CEO  
– A small committee of the board 
– An M&A Advisor 
– Possibly an Exit Coach 
– Legal and Accounting Professionals 

 

 



M&A Advisor Quality 

• The quality of the M&A advisor directly 
affects: 

• The ‘price and terms’ 

• How long it takes to complete a sale 

• But most importantly,  

• The probability of completing a transaction 



Probability of Completing a Sale 

• There are no available databases on 
M&A advisor success rates  

• No quantitative way to assess the probability 
of a given advisor completing a sale 

• But this may be the most important statistic 

• I was excited to hear an industry metric on 
probability of success a couple years ago 



Probability of Completing a Sale 

• I attended a half day presentation by one of 
the world’s largest mid-market M&A firms 

• There were about 100 people in the room 

• The presenter stated that “only 8% of 
planned exits actually close” 

• I wanted to learn more about that statistic 

• He and I emailed several times, and then 
phoned, to discuss the 8% number 



Probability of Completing a Sale 
• The presenter confirmed 8% twice by email 

• And wrote that it was ‘borne out by what 
[he’d] generally seen”  

• He was quite definite about it 

• I asked if I could quote him – he said “No” 

• That puzzled me, so I asked a few friends 

• One said the speaker was sure of the  
8% because it was his firm’s success rate 

 



Probability of Completing a Sale 

• Could it be true that after you hire a leading 
M&A advisory firm, the probability of 
completing a sale is only 8%? 

• A few people have told me they believe it is 

• Some firms, even big ones, will collect a 
large number of work fees,  

• But only a small number of success fees 

• That can be a profitable business model 



M&A Advisors and Probability 
• The most important 

criteria for selecting 
the M&A advisor is 

• The probability they 
will succeed in 
completing your sale 

• Based on the 8% and 
my observations it 
looks something like: 0% 
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M&A Advisor Quality 



Summary on Doubling Exits 

• I’ve described several ways to increase our 
probability of successful exits: 
1. Selection and alignment 
2. Term sheets, structure and vesting 
3. Planning and timing the exit better 
4. Actively selling 
5. Selecting the best M&A advisor 



Doubling Our Exits 

• I believe we can at least double the number 
of angel-backed exits 

• Doubling our exits should double our returns 

• And change our entire ‘industry’ 

• Even make a difference in the economy 

• I believe the most important things we can 
do is more data sharing and more education 

 



Good Luck With Your Exits! 
 
  
 



 

13. Crowd Funding 

Jon Medved 



 
 
Angel Summit 2013 Session Notes 

 
Session: Crowd Funding 
Date: Friday 1 November 
Time: 11.30-12.30pm 
Speaker/s: Jon Medved 
Facilitator/s Andy Hamilton 
 
Discussion on the threats and opportunities in an angel investment context and how 
does it work in a practical sense: 
 
 

• John Medved joined via Skype to discuss crowd funding and Ourcrowd.com. 
o Ourcrowd is a curated group of companies online.  1 in 1000 deals 

gets onto the site.  Site owners invest their own capital in the listed 
deals alongside other angels.  Take a seat on the board. Provides 
‘best of both worlds’ option – angel + VC.  

o $10k minimum investment. Accredited investors only. Done 9 deals 
over $1m. 2% management fee.  15% carry. 

o Investment criteria: great team, addressable market, simple value 
proposition, value, sponsorship and traction.  Later stage, not seed. 

o Legal entities are special purpose limited liability partnerships 
domiciled in British Virgin Islands 

o Planning a Sydney office.  View NZ as underfunded. See 
opportunities in NZ for crowd funding. 

 
 
Questions raised:  
 
Is Ourcrowd about supporting existing angels or creating more? 

• Value proposition is around internationalization.  Allows angels to invest 
outside their local ecosystem, into the ‘best of the best’.  Also allows 
companies to internationalise – the best way to do this is to bring on 
international investors. 

 
What’s your vision of the world in 3 years? 

• Crowdfunding is the third leg of the stool that makes it stable: VC + Angel + 
Crowd. 

• There will be a few global platforms after a big shake out of the many local 
platforms that will emerge or are emerging. 

 
 
Discussion points.  Note a wide variety of views about crowdfunding were expressed, 
from opposing to embracing.  This is a selection of the different comments: 
 

• Like any crowdsourcing platform, community is key.  Personal connection is 
what gets things done.  Unlikely deals will get done sight unseen.  The 
crowdfunding platform has to enable this. 

 
• Alongside social media, the crowd could play a useful due diligence.  Likely to 



 
bring better insights.  Also the integrity of buyers and sellers can be 
measured through reputation (think Trademe feedback). 
 

• Due diligence insights would work best for consumer facing businesses, not 
B2B. Also difficult to see how crowd sourcing DD would help truly disruptive 
businesses because by definition the crowd doesn’t see these coming.   
 

• Would also drive a ‘lowest common denominator’ mindset.  And an investor 
bible is ‘The Madness of Crowds’ where lemming like sentiment is to be 
avoided.  
 

• There is a risk that the crowd funding industry fails after say 10 years, and 
paints the whole early stage investment industry in a bad light.  Retail 
investors fail to understand what they are investing in, eg don’t get immediate 
returns or high liquidity.  They bring nothing to the table and know nothing. 
 

• Crowdfunding is a good way of getting bootstrap cash. Part of market 
validation for entrepreneurs seeking bigger dollars. 
 

• A short term opportunity to build something that a retail bank will buy? 
 

• Good for the founder friendly movement – geeks can remain anonymous and 
don’t have to engage with people. 
 

 
Key Tips for Angels: 
 

• The jury’s out, but crowd sourcing is coming in one form or another. 
• Need to sell the benefits of angel investing, its points of difference versus 

crowd funding 
o Risk management 
o Navigating the waters of early stage business development 
o Networks of expertise 

 
 



 

15. Closing Remarks 

Marcel van den Assum 



 
Angel Summit 2013 Session Notes 

 
Session: Closing remarks from Marcel van den Assum 
Date: Friday 1 November 
Time: 2.15-2.35pm 
Speaker/s: Marcel van den Assum 
Facilitator/s  
 
The AANZ deputy chair summarises the Summit with the following observations:  
 

• Start with the end in mind.  The job’s not done until a liquidity event has 
occurred and we should be planning this from the due diligence stage. 

 
• We’ve heard from the Minister.  He gets it.  He’s looking for results, and facts 

to support his decisions.  Let’s give them to him.  Lets prove we are making a 
difference. 
 

• Founder vesting and ESOPs are critical to success, and an important part of 
the governance process.  We have to engage with founders in what might be 
difficult conversations. 
 

• We’ve enjoyed learning by doing in the ‘investathon’ – maybe next time we 
should have an ‘exitathon’ 
 

• We’ve had insights into our Asian neighbours.  We have broad alignment but 
there are nuances we need to understand based around cultural preferences 
and styles. 
 

• Are we engaged enough as angels – the chicken or the pig?  The chicken 
has an interest in breakfast, the pig is committed! 
 

• Crowdfunding generated some diverse opinions. It brings opportunities and 
risk in equal measure, and has the power to be transformative.  As an 
Association we need to develop a strategic perspective on this. 

 
• We’ve enjoyed Dunedin and the smart people who are creating great 

businesses. In many ways the city is a microcosm of New Zealand. We’ve got 
traction, but let’s keep selling further ahead of the curve. 
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