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Welcome

Modwenna ReesMogg

A Modwenna has 20 years working in corporate finance,
business angel investment and venture capital. She
started 2003 focusing on media A
and events in the angel and VC market. From £1,000 of
start up capital, she has grown it into the leading
information provider and commentator on the business
angel market in the UK. The monthly AngelNewsletter sent
to 10,000s angels and other investors is the broadest
commentator on and a thought leader in the angel and A
wider private investor market (including VCTs and
crowdfunding) in the UK.

In recent years the AngelNewsGroup has expanded into
assisting senior executives build second careers in the
start and early stage entrepreneurial ecosystems through
The Pluralists Club . It has also built
a private investor conferences business including the Great
British Private Investor Summit

and The VCT & EIS

Investor Forum

She is a NED of quoted Albion Tech and General VCT,
and at Asset Match,
and a Co-Founder of FCA authorised
(retail advisory permissions) ratings agency

She has aut hored two books: 0¢
ey and make money 1in the cr
Angel sd, a handbook for peopl e

raise money from, business angels. She is a Visiting Fellow
at Cranfield University and has recently been appointed UK
High Commissioner for the World Business Angels Forum.


http://www.angelnews.co.uk/
http://www.thepluralists.club/
http://www.privateinvestorsummit.com/
http://www.thevctandeisinvestorforum.com/
http://www.albion-ventures.co.uk/
http://www.assetmatch.com/
http://www.crowdrating.co.uk/

Agenda Day 1

Day 1 Morning

1. Welcome by WBAF Chairman
2. The speakers

3. Introduction to the angel investment
market, including WBAF

4. Becoming a business angel
|dentifying opportunities
6. Creating a portfolio of investments
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Day 1 Afternoon

Due Diligence and Risk Management
1
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Commercial

People

Legal

IP

Financial

Exit

Co-investors

Their due diligence on you



Agenda Day 2

Day 2 morning

1. Review of Day 1

2. Setting the deal terms
3. Valuing the business
4.

Negotiating the deal
1. Term sheets
2. Conducting the negotiation
3. Other paperwork

5. Post investment governance and
deal monitoring

Day 2 afternoon

R NE

N R

New funding rounds

The Exit

The Role of Government and policy makers
Setting up a business angel network or
syndicate

Exam

Answer Sheet

Closing Remarks



3. Introduction to the Angel
Investment Market



WBAF

An affiliated partner of the G20 Global
Partnership for Financial Inclusion
(GPFI), the World Business Angels
Investment Forum (WBAF) is an
international organisation aiming to
ease access to finance for businesses
from start -up to scale-up, with the
ultimate goal of generating more jobs

and more social justice worldwide.

wbaforum.org

Global Partnership
for Financial Inclusion

Global Partnership for Financial Inclusion
2-4 July 2018, Riyadh, Saudi Arabia




The Angel Investment Market Worldwide

Global:
Regional:
National:
Networks:

Syndicates:
Individuals

WBAF

EBAN, ABAN, MBAN, LBAN, BANSI
UKBAA, ACA, TBAA

London Business Angels

Cambridge Business Angels

24 Haymarket, Space Angels
100,000s



Who are business angels

ABusiness angels are private individuals who invest their own money
INn companies run by people they previously did not know.

AThey invest this money in shares and loan stock.

Sources: OECD (2011), EBAN (2006), Wong (2002), Ibrahim (2010), an@®snabrugge(2000)



Early Stage Investment in 2017

A Total European early stage investment
esti mat ed

Source: EBAN 2017
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Number of business angel networks in Europe

Source: EBAN



Breakdown of Angel investment in visible and

non-visible markets

2015
Visible market 607
Share of visible market (0% 10%
Mon-visible market 203 5,46:
Total Investment 6,069

# [Investments 33,210 32,940

# Business Angels 288,900 303,650

667
10%
6,005
6,672

38,230

312,500

Source: EBAN



Average investments 20132016

2013 2014 2015 2016 2017

Average investment per company 165,000 174,000 184,000 166,000 182,000

Average investment per BAN 1,184,000 232,000 1,291,000 1,386,000 1,536,000

Average investment per BA 20,400 20,000 19,990 22,500

and based on visible market s t a Baurse EBAN
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Angel Investments by country, 2014-2016

BA Total Investments 20152017

NB: I n Om
based on

visible

market

statistics

Source: EBAN



Angel investment / GDP ratio (%), 2016 |

Source: EBAN



Investors distribution by age and gender

e o llnder st andi ng t he Nature and | mpact of the
| nnovationd and EBAN



What business angels invest In

Energy
F Q0 l:_'j

Mobility

Other

Source: EBAN



Patient capital ohow long are angels
iInvested?

Long (=10 years)

Medium (5-10 Years)

Short (3-5 Years)

Source: oUnderstanding the Nature and | mpact of the



Where angels invest

Geographical coverage by business angel investors

Hational
Regienal

Internaticnal

Europe

USA

Source: oUnderstanding the Nature and I mpact of the



Angel market size

Visible Market (5%-10%)

Rest of Visible Market (20%-30%)

Invisible Market
(60%-75%)

Sources: EBAN, ACA, OECD
- Visible Market is based on data collected from BANs and Angel Groups



Business lifecycle - operational

Product launch
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Start-up life cycles

Proofof  progeed — > Seed& — > Early First, Second, etc...
concept Start-up

Government Sources
Self Friends & Family Ventus€é Capital

_— —_—
Angel Investors and IPO, Banks

some Seed Stage VCs
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Funding ladder
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Source: OurCrowd (2015)



Different types of business angel

AFull-t i me osuperdé angel

ARetired from day job, part -time investor &mixture of passive and
active

APassive angel/syndicate participant
AFully passive - investor in an angel fund

Sources: OECD (2011), EBAN (2006), Wong (2002), Ibrahim (2010), an®@snabrugge(2000)



Roles angels undertake
(in addition to being an investor)

AChairman of the board; non -executive director (may be unpaid)

ABoard observer
AMentor to the founder/s

A Strategist/planner e.g. helping with set up by writing the HR
manual or financial projections

AExecutive role e.g. Marketing Director

Sources: OECD (2011), EBAN (2006), Wong (2002), Ibrahim (2010), an@snabrugge(2000)



Angels vs venture capitalists

Aspects

Personal Background

Capital Source

Target Investments

Investment Instruments
Location of Investments
Investment Sources

Due Diligence

Post-Investment
Rate of Return
Exits

Angel Investors

Entrepreneurs

Their own money

Seedand early stage

Common Shares
Mostly local
Through social and Angel Group Networks

Conducted by Angels based on
experience

Active and hands-on approach
Important but of lesser concern

Important but of lesser concern

Sources: OECD (2011), EBAN (2006), Wong (2002), Ibrahim (2010), an@®snabrugge(2000)

Venture Capitalists

Financial investors, consultants, or from industry

From funds and other individuals on behalf of them

Acrossthe spectrum from seeds to later mature
stage

Preferred Shares
Nationally and Internationally
Through social networks and outreaching

Conducted by in-house employees and external
firms (eg, law)

Strategic, Board seat
Of critical importance

Of critical importance




Types of crowdfunding

A Reward-based crowdfunding; pre -orders

A Equity Crowdfunding
- If there is a lead angel in a crowdfunding project, the interest of crowd funders

may increase

A Crowd-lending



Angel investing vs crowdfunding

Crowdfunders
Individuals
Usually E252,000

Will have other activities and
Investments (passive)

Not involved at board level

Maybe just a ofanbo
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Alignment of interest between crowdfunding
and angels

A Both crowdfunding investors and angels want to have a long term reward from
the growth of the company and are willing to accept the risks of investing for a
long time

ACrowdfunding investors tend to, but donot
angel investors

A Crowdfunding investors tend to be more willing to invest in companies with
lower growth prospects and/or dividends. Angel investors invest for the long
term capital gains



Benefits of crowdfunding

T

Since 2012, crowdfunding industry has boomed, but is now stabilising

T>

Startups can raise up to $1m in capital per year without having to register securities with the
SEC (US)

A Funding does not have to be equity -based
- rewards-based approaches

T

Arbitrarily easier to attract investors

T>

Crowdfunding increases business visibility

T

Angels can learn about a unfamiliar sector before investing heavily
- can test the waters with a small investment

A Crowdfunding investors may become angel investors



Cons of crowdfunding

A Fundraising is not unlimited
A Often will have to turn to angels if they require more than $1m
A 0Crowdfunding cap6 may not be sufficient

A Crowdfunding fees can be substantial
A additional costs e.g. making a video

A Crowdfunding is very public

A In a crowdfunding campaign, even if the funds are raised, the round may not
close if problems arise

A Post investment, lots of small investors who can be difficult to manage



|COs

A Coins or tokens in exchange for a crypto -currency which the company then turns
Into fiat currency to fund growth

To

Can be a payment in advance for a service or to own an interest in an asset

To

Very early days and very very risky, but a way to get large sums into a company for
it to grow



4. Becoming a business angel



Learn by learning and doing

Alt 3s very i mportant to understand the theory an
A Then set your rules

A Time

A Money

AYour o0fundé threshol d

A Then learn by doing &follow existing angels in deals, invest via a syndicate and/or
an early stage fund

A Once you are confident you know what is going on, you can offer to lead a syndicate

AWhil st some angels do, ités much more risky to



Investment roadmap for an angel

A Investing alone:
- directly into the start up
- through a personal investment company

A Investing with others:
- directly into the start up
- through an Angel Fund
- through a VC Fund

A Different types of investment:
- Quasi / Equity
- Loan
- Assets as collateral
- Providing mentorship



Working with other angels

A Other angels are people like you; they are not businesses and will behave as
individuals dtheir needs and wants will change over the lifecycle of the

Investment.
AA | ot of the work you wil!/ do wi | | e T or of
gl 1 esponsibilityo basi s. i 1 s 1 mportan

A It is generally frowned upon for angels to take cash out of the transaction early
on; rewards are more likely to be share options or being able to buy new shares
at a discounted rate.

A Know when to give way to someone better qualified to help.



Your responsibilities

A If you are a passive investor your only responsibility is as a shareholder.
A If you are an active investor you may have one or more of the following legal
responsibilities
A Director duties
A Regulatory obligations
A HR responsibilities
A Be careful not to mix up how you help with your legal responsibilities  dget

everything written down clearly and if necessary take your own legal advice on
your position.

A Remember even though you may only be a shareholder you can be drawn into
| 1Tti gation 1 f you actively fund vyour

portf ol



Lifecycle of an angel investor

Research Invest Year 1.
Year 2:
@ @ Year 3-5:
Year 5+:
Exit Re-invest

Research and make friends with
other angels

Start investing, first failures

2"d rounds, new investments,
opl umdéexits

Later rounds, more failures, more
exits

@ Year 10-15: Final exits



How much to invest

A Conventional investment theory states you should not invest more than 10% of your wealth
(excl. your house and pension) in alternative assets. If you hold property, commodities etc
this is in the 10%, so your angel portfolio should be the balance i.e. under 10%

A To be fully diversified you need to hold lots of investments (30+)

A Set an annual budget of how much you will invest.
A Remember to set aside a budget for syndicate memberships, legal and accounting fees and
travel to see pitches and monitor your portfolio company
A Decide how much you will invest in each company
A Only invest in one round or
A Hold back E1-3 for every E1 you invest in each company
A Will you protect your % stake in which case valuations will increase so you will need more money
proportionately

A Will you reinvest your exit proceeds?



Deciding what type of angel you want to be

A handful of investments that you know well and help; or
A portfolio of investments where you are not really involved.

Copyright 2002 by Randy Glasbergen.
www.glasbergen.com

What stage you want to invest at; or
Back a few companies all the way.

Stay specific in one area e.g. tech or women; or
Spread your risk more widely.

“Yes, our investments are diversified:

20% out the window, 65% down the drain,
and 15% gone with the wind.”




Other ways of thinking about your investment
strategy

A Lifestyle vs Unicorn

A Social and impact investment
A Cross border investment

A Investing via a fund



Typical investment returns

A 2.6x average return on investment in 3.5 years

A 27% average IRR which is favourable compared to other PE investment returns
A 48% of exits return at least 1x

A 52% of exits return less than initial investment

Source Wiltbank & Boeker (2007)



5. ldentifying opportunities



ldentifying opportunities

Sources of deal flow

A Friends and family

A Networks and syndicates
A Social media

A Cross border opportunities

A Investing via a fund and co-
iInvesting with a fund

Also

A Online platforms

A Accelerators/Incubators

A Universities

A Business plan competitions

A Other financial entities (banks, VCs)

A Events & Conferences



The types of business that are good for angel
Investment

A Technology businesses that can scale quickly
A Highly disruptive businesses entering mature sectors

A High profit margins (before costs of customer acquisition) and customers
who pay up front or who pay via subscription

A Low capital expenditure
AdbStickyd customer model s



Deal pipeline

100-1,000 Investments

50-500 investments

100 investments

50+ investments

20+ Investments

1-5 Investments



