

Private Equity Notes:  Appendix A


Private Equity / Venture Capital

(Summary of previous talks)

Venture Capital Industry

· Industry is healthy- Substantial Returns

· Average Fund size Increased - $200M+

· Average Deal Size - $7M to $10M

· Change in Capital Markets having a strong effect 

Venture Capital Investment

· 1997 - $14 Billion

· 1998 - $19 Billion

· 1999 - >$30Billion

· 2000 - $ tbd (I have not been tracking this lately)
Venture Capital Investors

· Investing "other peoples money"

· Heavy concern for return

· Big influx from pension funds

· Seek >30% to 50% returns

· Active investors

· Longer time for review

· (ref:  Pratts guide to Venture Capital)

Check out your investor

· Do they invest in your industry

· Do they invest in your stage company

· What is the size of their normal investment

· Availability of funds for follow-on funding

· Assist with other finance sources

· Do not assume that a higher valuation is better

· The Investor is your CUSTOMER

What does a Venture Capitalist consider

· Management

· Experience in the market

· Skills to carry out the plan

· Realistic answers to questions regarding financials, competition, market, board, structure of deal

· Realize they can't do it themselves

· Market

· What is driving the market

· What is the stage of the market

· How does the technology fit the market

· What is the sales strategy

· Competition (a competitive grid, please)

· Barriers to entry

· Technology

· Any patents

· What would prevent someone else from developing the same technology

· What is the defensible position

· Stage of technology development

· Future technology development

· The deal itself

· Amount of funds required

· Use of proceeds

· Structure of deal

· Valuation

· Exit strategy

Gaining Investor Interest

· Stand out: Investors see 200-1000 plans a year

· Avoid technical talk:  Investors know you are bright.  Do you understand the market?

· Don't use estimates regarding expected returns or valuation

· Be specific about sources of information

Mistakes to avoid

· Lack of focus (strategy, market, desires)

· Lifestyle company

· Control issue

· Poor listening skills

· In love with technology

· No competition

· Unrealistic answers

Business plan mistakes to avoid:

· Plan is too long or lacks focus

· Executive summary is not clear

· Product features are unclear

· User benefit is not defined

· Plan includes unsupported numbers

· Review of competition lacks depth

· No customer knowledge demonstrated

· No compelling reason to invest

Entrepreneurship and Intrepreneurship
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