
OTAF’S 10 Variations of Exits 

 
 

Background:  Angels have varying views of the range of exits they might reap.  The investment hurdle 

rate the Ohio TechAngel Funds use is a 58% IRR (Internal Rate of Return).  Unfortunately, our 

experience has too frequently been that our co-investors think losing 100% of their investment is their 

worst possible outcome because they overlook tax strategy, the timing of their loss, and the possibility of 

even more costly outcomes.  Occasionally orchestrating a tax deductible loss against ordinary income 

(via IRC 1244) can be preferable to having no possibility of an exit in the foreseeable future.  This is 

obvious when the besieged venture has an amount of debt which probably precludes any future value of 

its equity.  (Twenty OTAF investees have received Innovation Ohio Loans from the State of Ohio; 

occasionally the debt might be serviced but the equity has little residual value).  Directors of ABCs (Angel 

Backed Companies) should consider the following variations of exits they can provide their shareholders.  

There are much worse outcomes than losing 100% of their investment.  When a lucrative liquidity event 

seems highly implausible they should then strive to accomplish “The Perfect Loss” defined at the bottom. 
  

  

  
1)  “Grand Slam Homerun”  

  
Exit proceeds exceed a 10X in five years (>58% 
IRR)  

  
2)  “A Lucrative Exit”  

  
We didn’t hit our hurdle rate return of a 58% IRR, 
but at least we got back a multiple of our 
investment.  

  
3)  “An Erik Weisz”  

  
We had a “Perfect Escape” meaning no return on 
our investment, but no loss either (i.e. a 1X 
outcome; Erik Weisz performed as Harry Houdini).  

  
4)  “Lost a Little”  

  
Didn’t lose ALL of our money (not a 100% loss)  

  
5)  “In my Grandkids’ Portfolio”  

  
Company is alive but there’s no exit in sight; Maybe 
it will occur after my grandkids’ inherit my portfolio?  

  
6)  “Great Company, but Lousy Investment”  

  
Management has built a great company but along 
the way we’ve been so diluted/crushed by down 
rounds that we can never reap an adequate return.  

  
7)  “Total, but Deductible, Loss”  

  
We lost 100% of our investment, but it died without 
a tail and we got to declare the taxable loss whether 
or not utilizing IRC 1244 against ordinary income (or 
we sold our shares for $1.00 to record the loss)  

  
8)  “Lost Even More”  

  
In addition to losing 100% of OTAF’s investment, we 
had pay to wind down the venture so OTAF’s 
members could take their tax deduction.  



  
9)  “The Worst Got Worse”  

  
After losing all our money and turning out the lights, 
we still have not been able to record our tax loss. 

    
10)  “Angel Hell”  Can we ever put this investment behind us? 

      

 

  

“The Perfect Loss:”  We merely lose 100% of our investment; optimize our tax 

deduction, avoid litigation, wind-down expenses, media coverage, and damage to 

OTAF’s reputation and our relationships with co-investors…….and the total loss is 

actually a “productive failure” because the entrepreneur, management team and 

investors (especially OTAF) all learned lessons which will increase our likelihood of 

success in our next ABC investment.  

      


