
 

 

Angel Association of New Zealand Summit : 1
st

 and 2
nd

 November, Wellington. 

Session : Assessing a Deal …   

Panel : Marcel van den Assum, Phil McCaw, Mark Hargreaves, Julie 

Key Points: 

Marcel van den Assum (AngelHQ) 

- Founderati : Look for a founding team, or the ability of the founder to build a team of compatible equals. Having joint 
business and technical founders significantly improves the chances of success. Take a look at the Startup Genome 
research. Ensure there is a lead investor from the “founding  angels” that has the capability and commitment to provide 
“active governance”. 

- Focus : Bootstrapping is admirable but the temptation to diversify into (mainly) services to generate cash potentially 
ends up compromising the essence of a product or IP based business. Early stage ventures must also network widely to 
build the necessary stakeholder community as well as glean relevant experience. The ability of a business to set its own 
direction and focus relentlessly is fundamental. It is the #1 principle of success. 

- Sales Closer : Clearly execution evidence is critical to assessing any investment ...  When every potential customer 
matters there is the natural temptation to keep every opportunity open in the pipeline. Does the business have the 
ability to close deals, talk the price up  … and say “no” if the customer profile simply doesn’t fit.    

- IP Validation : We are unique … yeah right! So what does it take to create a market? A very good test of any business 
that is championing a specific innovation is to describe how it lines up against relevant criteria established by key 
competitors and industry analysts. Internal navel gazing does not lead to a differentiated offering. Our own babies are 
always the most beautiful … 

- Market Validation : Dispense with generic megatrends … a global niche market can be very substantial. Obviously an 
early adopter customer, generating real revenue is a strong endorsement  but without understanding  the various (and 
different) levers and ratios associated with enterprise and consumer propositions you may only have a lifestyle 
business.  

- Scalability : Strategic partners and communities of interest are absolutely fundamental to scaling businesses beyond NZ. 
People do business with people, so who as the aptitude and attitude to open up and develop these relationships … this 
represents an enormous commitment. 

- Fast Fail versus Fortitude : The NZ culture champions fortitude and lampoons failure … we need to get comfortable with 
both. Investing a little more to fail sooner will save money in the long run. That said, fortitude is a great attribute! 

- Exit Strategy : whatever the liquidity event looks like … ensure there is a realistic capital strategy in place that bridges 
the gap between your angel investment and potential return.  

 

Mark Hargreaves (AJ Park) 

-         Think strategically about the type and scope of IP that will be important to the target company.  Not all businesses rely 
on hard IP to be successful so assessing the IP aspects of a deal involves understanding what is and is not important.  
For example a business relying on internal manufacturing processes to create value will seldom seek to patent those 
processes unless competitors could independently develop them.  Trade secret protection will be more relevant to 
value.  On the other hand, a target whose IP sits in its product and is clear to all who buy that product is more likely to 
need some form of patent or design protection to keep its competitive advantage.  Each company needs to be assessed 
on its merits as opposed to a one-size-fits all approach. 
  

-      Having determined what IP is really strategic to the business, focus your due diligence on that and on any issues which 
could turn your 10x return in 5 years to 0x return in 5 months.  Depending on the size of the investment and the nature 



 

 

of the investor, investors usually want to know about deal breakers and issues that could severely dent value as 
opposed to every issue that might be raised in a "Rolls Royce" IP assessment. 
  

-      Key IP hygiene issues include: 
  o    Check ownership and chain of title for registered IP 

o    If know-how is important, how is it captured and how are key staff retained? 
o    What is the target's freedom to operate position?  Getting this wrong or ignoring it can destroy value 
o    Novelty searching to determine how much value should actually be attributed to patent applications and 
even granted patents.    

  

Julie Fowler (SimmondsStewart) 

Focus your legal due diligence on the areas of the company’s business which are important to your decision to invest.  

Other areas to review are as follows: 

1 Constitutional Documents 

 review the company’s constitution, any shareholders agreement and any documents relating to previous 

investments 

 review any share options, share options schemes, convertible loans or any agreements to issue or grant any of 

those 
 

2 Assets 

 does the company own or have the rights to use the IP or other key assets it needs to operate its business? 

 review any key customer/supplier agreements 
 

3 Liabilities 

 what loans are outstanding?  Are there any shareholder loans? 

 review key agreements to understand the liabilities/obligations of the company going forward 

 have any claims been made against the company? 
 

4 Employment agreements - review agreements with key employees to ensure: 

 the company’s IP is owned by the company 

 appropriate non competes and confidentiality provisions are in place 

 the other employment terms are appropriate 

 

 


