How the Angel Investment Process Really  Works

Hello everyone. This is Martin  Zwilling  and thank you for all  your  help. I'm happy to be here and I  hope I can shed a little light on  some of the secrets of angel investing.  There's a let me take  a moment on my crap -- background.  I spent several years in large  companies and several years  at startups in Silicon Valley. I  worked  with -- I didn't make my billions,  but I learned  a lot and I worked with some venture  capital people and I learned about  investing and I'm now an angel investor  as well as advisor to  many startups in my area and across  the country. Let me see  if I can get started here.  Thought to  start out -- I thought to start  out I would try to put in perspective  the right approach to finding investors.  A lot of people say I think what  I will do is start finding investors  very early, maybe talk to them about  my idea and before I start the  company I actually think that is  not a good idea. There  is this principle that first impressions  are very important. I recommend  you do your homework  first and in fact there are legal  considerations in working with investors.  I think you should incorporate a  business and by that  I mean a liability corporation or  a C corporation or some  other form. I think and LLC is probably  the easiest and certainly the cheapest  and it is good to do that early.  One of the reasons is if  you say I'm  only going to incorporate my business  once my first investor comes on  board,  let's say he's a nice guy and will  kick in $1 million. What happens  with the IRS is they say wait a  minute, your  valuation is $1 million so you need  to pay taxes. There is a solution  for that which is when you incorporate  your business, you follow  an 80  3B election so you don't pay  taxes until you sell the business  or do something. Incorporating  first is good for reducing liability  and taxes and for giving you credibility  with investors. It shows you're not  just wasting someone's time. And  then I would say the second step  is to start thinking about a team  of founders. May be more  than one. I always say two  heads are better than one. It doesn't  matter how good you are or how smart  you are. You can't be an expert  or it's unlikely you are  an expert that you have all of  the things you need to run a business  and most notably the technical side  and a business side. I run into  a lot of people that are  great inventors or great technologists  but maybe don't have a business  experience. That doesn't go over  well with investors. You need  to show that you have on your team  somebody who understands the business  side because the investor is looking  to buy into your business. They  are not trying to assess so much  the technology  because they likely don't understand  it, but they do understand business  and they understand whether you  have that in  your company. It can be your  [Indiscernible-muffled] or one or  two. So that is important. Third  I say get  a name. A lot of people think I  will just pick a name that is good  for me and then they find out they  can't get that note --  domain name. So it becomes very  confusing if your name on the list  is different than your business  name. It's confusing if your social  media name,  Twitter   or Facebook, has no correlation  to the name of your company. It  pays to plan this  out. Do your research and say what  names are available and what implications  do they have internationally, can  I get that name on  Twitter ?  And  then [Indiscernible-muffled] instead  of doing it  piecemeal. Number four, try to get  some intellectual property. A patent  or trademark, even a  provisional patent. Filing a  patent is an  expensive process. Filing a provisional  patent which is something you can  do to hold your place for a year  can be done very  quickly and only cost a couple  hundred dollars. That will give  you a lot of credibility again with  investors. It shows you are not  only certain you  have innovation, but you have done  something about it to  hold a spot in line at least if  not a real patent.  Number five, build an executive  presentation and executive summary.  This  typically is a set of slides. A  lot of people recommend you do a  business plan and extract the slide  content from that. I find it is  more effective to build  the slides and then maybe build  a  business plan next. The executive  summary is  typically like a two-page glossy  that you can hand to your  potential investor and  it's got everything you have in  your business plan. If  you are really into it and you  want to impress investors, tell  them you have a financial model,  maybe an Excel spreadsheet that  shows your volume estimates are  half of what you might think they  should be and what impact that has  on revenues and those kinds of things.  Those are important. Finally  building a prototype, something  to demonstrate. A model,  a demo. It's  a credibility thing.  No investor is impressed  with somebody that can merely waive  his arms and say this is what it's  going to be. They want to see something  because what you visualize in your  mind is not so obvious maybe  to investors and so prototypes will  help in that  regard. Also, it certainly helps  if you have an initial  customer who is willing to pay real  money. Maybe they have a letter  of intent or they signed  a  contract or you've gotten one dollar of revenue.  All of these things are important.  A lot of these things will try to  start finding investors before they  have that but I'm talking about  what is a good step to success.  The last one I have is networking  which means mixing  with investors. One of the things  that is  important is you can't walk up to  somebody who is an investor and  say Hello my name is  Marty, I need  your money. It is more effective  if you walk up before you need  the money and say my  name is Marty and let me tell you  about some ideas I have. Maybe ask  their advice and end by saying I  might be back in a week or month  as things develop. Now  the investor doesn't feel like he  is put on  the spot. Just  to summarize, what  investors want -- they  want people. It is kind of strange  to  say investors invest in people more  than the idea  or product. If they can see a  management team that is strong,  balance  with business experience  in startups. What I ask  for is what have  you done in terms of this business  domain, like you are  in software, if you are a  startup do you say have you ever  worked in a startup? To be honest  I came from an IBM and I found  out large company executives really  don't have any credibility in a  startup world. They work in a whole  different domain. They have a lot  of helpers and a lot of issues that  startups don't have.  They are looking for experience  building the company as opposed  to running a company with billions  of dollars.  The technology, solution you  are offering, investors want to  see a solution that meets a real  need. A serious need. It may sound  obvious but I find  quite often an entrepreneur will  say I have this technology which  would be essentially nice to have.  It makes it look better. That's  not a compelling need. A  compelling need is a cure  for cancer. So if you have that,  it is a compelling need. It goes  without saying I think that it  better be to customers who  have money.  I talked to social entrepreneurs  who  might say -- someone said to me  recently I have a cure for world  hunger. That is a very good cause  no doubt and they have a  good solution, a protein for  LG or something, but my concern  is the people that are most hungry  don't have any money. So this may  not be a business. It may be you  are looking for  philanthropists or donations as  opposed to investors. You  want to buy a chunk of  the company. You are looking for  large market, large is  defined typically as a  billion-dollar opportunity over  a period of  time with double digit growth. 10%  gross  or better. That is a large market  with growth potential. If you say  I have  a market and everybody who is a  doctor and a specialty and it comes  out to about thousand. That is  not a large market. If you talk  about my new desktop computer,  that market is going downhill. Maybe  that's not  very impressive to say to an investor  I want to add a new product and  that domain. [Indiscernible-muffled]  is what I call to --  a barrier to entry. It  says I have a patent and that  is defensible but nothing  is ultimately defensible but it  is certainly a barrier to entry.  Maybe you have connections if you  are selling to the military and  you know the chief  procurement officer in the  country. That is a competitive advantage.  A business  plan, it is  never required. I see articles that say you don't  need a business plan anymore.  To me a business plan is  an invitation -- indication of how  critical and serious you are and  it's  not required. If you soldier last  company for $8 million, I probably  don't care but if it is your  first time, than it can help  convince me  you are serious and in fact what  I believe is it can help you tremendously  understand whether you have thought  through the whole process. So it's  very important. And  then there is the valuation. Those  of  you [Indiscernible-muffled], the  first question they ask is how much  money do you need and how much of  your company are you willing to  give? If you say I need half  $1 million and I'm willing to give  up 25% of my company,  it implies that's  a couple million dollar evaluation.  Valuation is one of those tricky  things and we could have a session  on that. If you  are going to angel investors, the  average across the US is  2.5 million.  So if you can come up with a valuation  of a couple million, you  are okay. If you come to Angels  and say my valuation is 10 million  or 50 million, you are probably  not going to get very far because  it's very hard to defend  that valuation. Investors want to  see a rate of return. It will  be exciting for them and the guideline  there is they want  to see attend next return. They  put in 100,000 and they would like  to get $1 million back and some  people say that  is crazy. That's a large  interest rate. Reality is nine out  of 10 startup investments fail so  10 ask really is almost  a breakeven and they would like  to get  20 X. It is one  of those that you aim  high and try to get some  winners because there will be a  lot of losers. Let me  move on.  Just to give you an outline. This  is not a requirement but if you  are going to make  a pitch, you probably  need about 10 slides. That should  cover these eight or  nine  categories and the order is not  critical but this is a good order.  I believe you should open your  presentation with a problem statement.  Here is the problem that I'm going  to solve. Don't start talking about  the solution until you define a  problem. I can remember sitting  in several  meetings and we give the presenters  10 minutes. We can be six  or 810 minutes  -- 8 minutes  in and not know  what they are trying to  solve. That really frames  the situation. Then you talk about  the opportunity that  we discussed and it's important  to segment the opportunity down  to what it is you are  addressing.  Some  people [Indiscernible-muffled].  That is a huge opportunity but the  reality is that is never going to  be a realistic thing. You might  start  with something that says cancer is something affects  everyone but I only really address  this particular type of cancer and  that is my target market and it  is still very large. And  then competition. Here again there  are many things you  can do. Don't put up a chart that shows  there are 100 competitors and you  are better than them. That is  not smart because it will look  like a crowded space so you will  be hard-pressed to convince anyone  you can be those competitors. I  talk about  looping competitors and low-cost  competitors and this one that is  an example and here are the high  cost or whatever so you actually  can make it appear that you are  positioning yourself against whomever  is there.  Marketing strategy is important.  These  days marketing is everything in  my opinion. I worked  for IBM and our  pitch was our quality was so high  we didn't have to  do marketing. And then I worked  with Bill  Gates and we did the IBM PC and  we  found out they killed us in marketing  because he was able to do -- appeal  to developers even though his product  may not have been in our view everything  that ours was, he  had marketing. We need to do things  in particular that are  important, unique  and critical. The management credentials, this  is again where you outline why your  team is the right team to invest  in. The kinds of  skills, breath that make  you -- things that make you capable  of delivering this product so the  investors want to see that. Financial  protections, these are very important.  We ask for five  year projections  and projections are not meant to  be accurate. Nobody is going  to  grade you in five years on  how you did against those. We look  at those more as an intelligence  test. Do you understand how fast  a company can grow in do you have  rational explanations for this kind  of cost, this kind  of margin? And do you  have aggressive targets? In other  words, have you set targets? I have  people that come to me  and say I can't do any financial  projections because I haven't sold  one yet. I don't know how it's going  to go. The truth is, if you have  no idea what is possible and no  objectives for yourself,  then an angel investor will say  why should I bet on you? Because  I certainly don't want to assume  nothing. You have to show you have  some competence  and ability and logic  behind those. How much money do  you need and what percent of your  company are you willing to give  to  the investor? I would just say  here you need enough to cover the  next 12 months, 12  to 18 months. Often people say I  think  I will ask once for $5 million because  then I won't ever have to ask again.  The problem with that is when you  are asking early for a  large amount, your valuation is  virtually nothing. So you will never  get it because no investor wants  to buy your company. They want you  to on  the company. In those cases, I recommend  you do two or  three requests. Do tranches. Say  I need $200,000 now and I will come  back in one year were $500,000 and  a year later $5 million.  In my valuation will  be dependent on where I am at that  time  so you don't have to assign your  valuations today to that huge number  that you could  never justify. Just to summarize,  this is the  ideal corporation. It is ideal to  have a business plan that is maybe  20 pages. I don't want a 100 page  business plan but I don't like a  five page business plan. I like  the executive summary which is a  couple  of pages. I like an investor presentation  that is short. We typically  ask investors to  sit through 10 minutes. You give  a pitch for  10 minutes. You can do 10 slides  and 10 minutes but you cannot do  50. Otherwise you will never  cover everything. So people would  say I can't get everything and  10 slides. That  means you are putting in their things  that investors don't care about  or you are not explaining it  succinctly. There is always a way  and I think you will find that most  people who have been entrepreneurs  for  a while pitch for three minutes,  five minutes or 10 minutes or one  hour. You have to be prepared to  do any of those. And be  able to adapt your slides to whatever  the  audience is. 10 slides is a good  starting point. And then the  financial model, you don't  really have to have it  until probably an investor says  I'm ready to sign a check but maybe  I would like to see your model.  I'm suggesting all of these ideally  are going to be done before you  go because the last thing you want  to  do is find an interest in investor  and he says let me see your financial  model and you say I haven't done  that yet. Give me another month  and a maybe I will have it. You  will probably lose interest. You  need to be prepared along  the lines for any kind of  an alternative. So  here's the bottom line. Here's how  it really works. I'm a member of  the any  -- angel investment group. Angels  come in groups or individually.  Groups are typically in your  local community. Angels typically  like to invest locally.  So you need to go online and  look for angel groups. They have  an address like  this one. The way it works is you submit  an application. They will have you  fill out a form and typically it  is limited. And then they  meet every month or quarter, whatever  the schedule is. Behind the scenes  what is happening is there is a  selection  committee. I will give you an example.  I'm on the selection committee for  this particular group. We have about  80 investors and  we meet once  a quarter for about four hours and  we listen -- we only have time or we can  only get them to sit still for three  pitches. So there may be 20 applications  in that period. Somebody has to  filter those down to three that  will present and out of those three  may be to will get  funded. -- To will  get funded. There is just not enough  to go around so how do you get picked  to be one of  those three? The selecting committee  looks at all  of those things I just outlined.  If you don't have them, look at  whatever you have and believe  me if somebody has done an excellent  job at all for and  you have two, that puts  you at a disadvantage. The selection  committee looks at all of  the things that  we know the team is interested in.  In other words, in  our case Arizona Tech Investors implies  these are technology people.  That  means you need an  angel investor for your restaurant,  it's probably not going to work.  I will probably  rejected because I know these investors  are not interested in that kind  of thing. So you have to be sensitive  to the domain in terms of what you  apply to. In many areas  there will be a dozen angel groups  and the have different levels  of interest. Nose around and find  out who is interested and what and  don't waste your time or their time  submitting to the  wrong place. The review by the selection  committee narrows down 20 26. That  is our typical. We schedule half  a day  to listen -- we invite the  CEOs in and we pick the  best three. It doesn't  necessarily  always mean one is better than the  other. It may be a better fit. So  we are looking for  what our people we think would be  interested in although we don't  know that exactly. But  we look for all of these criteria.  One of the things that is unfortunate  is if you don't have a dollars worth  of revenue yet or  your pre-revenue and there are a  dozen of the applications that have  a bunch a revenue  or customers, you are likely going  to get pushed off the bottom end  of the list. Maybe the whole  list is new so we might pick the  strongest. It is  worth applying and you have to have  a thick skin in the sense that I  don't know of an entrepreneur that  hasn't been rejected. The best don't  give up in those of the ones we  want because they won't give up  and making their business work  as well. So this is the  way it works. The CEOs are invited  to present 10 minutes. They get  asked to leave the room and we have  one of the angel investors who have  done some due diligence talk a little  bit and then  the chairperson says how many  of you would be potentially interested  in investing? You get a  show of hands and maybe it's a dozen  in which case that  is positive and they say we will  set up a meeting next week for a  deep dive analysis and now is your  chance to  stand there and answer questions  for an hour and that is where the  serious negotiations and discussions  start. Don't look for the check  at the end of the meeting. Look  for interest and look to  narrow down. It may  take a month for the due diligence  process to complete and people to  write  checks. Ideally, if you  are asking for $500,000, typically  an angel investor  will not individually put in more  than $100,000 but we do syndication.  That means we will take  all five  and create an LLC which means there  will be one investment that  you will have four 0point  $5  million -- for  $0.5 million. That is  pretty much it. In  fact, I want to  give you some heads up here on what  I call  arrogance traps. These are things  we hear all too often which are  red flags. If anything I  can do -- if I can do  one thing it is remove these from  your lexicon. It is one way to  kill an excellent pitch or discussion  with investors. Say I don't have  a business plan, that is for dummies.  Even if you really believe that,  just keep quiet about it and in  fact say I haven't quite gotten  it done  yet because when I hear when you  say business plans are for dummies  is that you  probably haven't thought about all  of the implications of your business.  You certainly haven't done any preparation  that a -- would allow me  to see that thought through and  I don't want to spend 21 hours with  you to see if you can give the same  story every time. Number  two is we have truly disruptive  technology. Disruptive is a  common word these days and it is  supposed to mean this is so dramatic  it will change everything. It's  great when you are with  a bunch of technologists to say  I have disruptive technology but  it is not to -- good  to say it  around investors. They know that  real customers often  are scared by technology  and so that means it will take a long  time educationally to get people  up to speed and a lot of money for  marketing. Disruptive have a  high cost -- has a high cost associated  so it's better to not use  that term. Number three, if you  build it they will come.  That means I don't need marketing  and my product is  so great. None of them sell themselves  these days. To me that's an  indication of  naïveté. We have  no competitors. That's another one  we here. Nobody does what we do.  Somebody always does what you do  and in fact at the very  minimum they do what they do today.  They haven't used you for 1000 years  so maybe if you run competitors  to me -- have no  competitors, that means there is  no market or it  means you have looked and your  case is  not good. More features is not  better. Sometimes less is better.  Technologists love to add one more  feature. I  always say you better minimize the  features.  One of the traps that people fall  into is they listen to  early adopters. Early adopters say  that's great and I just need one  more thing and  you can eat -- keep adding features  but you find the  mass-market doesn't  like complexity. They don't like  more features so you really have  to be careful about  adding features. No need to risk my own funds  is also a big  red  flag. It says nobody will give me  money so I'm looking for an angel  to take all the risk. I like  to find out what skin you have in  the game. That means  dollars and I would like to hear  both. I put in $10,000 and I worked  for a year for  no salary. That is  worth $100,000. I would like to see you have some  skin in the game and friends and  family in the game before I put  in my money. This might be a  good time to try  and identify the three levels  of investors these are very  early investors. These are people  who invest in you because you are  you. They know you. You have  nothing else. Anything up  to $50,000 is where you  should go first. Before  you go to  angel investors. Angel investors  typically would put in maybe $50,000  up to $1 million and they will  ask for a prototype, a dollar  of  revenue, customer. The ask you  to be further along before they  are interested. The third level  is venture capital. They will typically  ask  you for $1 million  in revenue. They will typically  kick in -- they  are not interested in $10,000. They  kick in $2 million up to  $50 million. You have to take them  in that order. People come to me  and say I'm just going to go here  first. They will typically turn  you back  and  say you've got no friends and family  or angel investors so don't talk  to us.  They ask for a lot more revenue  so you probably won't qualify anyway.  And then a  couple here, somebody says we are  funded now we can relax. That is  when the fun begins. You have to  grow a company. So getting the money  may not be the hard part. It may  be getting customers. And the  last one, I am the founder, and  no one can run  it better. This is my recognition  of you as the right person to run  the company. If you are a technologist,  maybe you need to have a CEO that  is Mr. business  and can understand  the business. I was once in  a startup in Silicon Valley where  the founder was a  technologist and he was looking  for $1 million. I went with  him to talk to some VCs and  one said we  can see putting an $1  million but we will replace you  as a founder because you don't have  a business background. He got very  angry and upset and killed the whole  startup because he couldn't get  any money. If you are the founder  you probably own a big chunk of  the business. It  doesn't matter whether you are the  chief technologist or CEO. You still  on the company. Let somebody  run it and make it into a million-dollar  company and enjoy  the company. I think I have  hit most of these but I want  to start at the top. Everybody seems  to feel money from investors is  critical to starting a business.  90% of the businesses out there  have bootstraps. They started from  scratch with their own money. So  make sure you  need money. Going after any  investor is work. It is  hard work. It is a long path and  in fact it keeps you from building  a business. So if you have  a business where  you say I'm Ernst & Young and I  can do consulting, you don't really  need money. You need to go get  a contract and use that money to  get the next contract that is  bootstrapping. You need money if  you want to invest the  next microchip and you need to build  a factory.  That is at the other end of the  spectrum. Find something  in between, go to friends and family,  get any  business grants. Go to  universities, crowdfunding. That's  a great  new alternative to get money before  you have a product and allow you  to get involved when maybe  professional investors are  not ready. I'm putting angel investors  here at number five. Do the other  things first. Venture capital is  number six. And then there are all  the things that are miscellaneous,  incubators can get you money. Maybe  you  can get a contract with a  strategic partner, order for services  or you can get a loan or line of  credit and spend your own money.  If you are a  powerful entrepreneur, you will  figure out which of  these and what  sequence. I think that is the  end here. I will try to address  some questions. 

Thank you so much, Marty. We  will now start the Q&A portion of  the call will -- were  I will read the  chat questions. So everyone please continue submitting  your questions by using the chat  function located on the left-hand  side of your screen. In the time  remaining we will address as many  questions as we can. If we don't  have time to get  your question, we encourage you  to connect with a SCORE mentor   after today's webinar. Mentors are  available online or in a chapter  near you and can help you apply  the strategies that have been presented  today. Let's  go ahead and jump into  these questions. Our first question  comes  in form have it -- from Kevin. Is  they are a minimal amount to consider  when approaching  an angel?  

Is there a minimal amount for  Angels? There is really not but  I think a practical limit  would be $25,000. Those  investors would say 25,000 is a  minimum and some might say $10,000  but certainly not less  than that . 25,000 to 100,000 is a typical  Angel. You might find an individual  who is very excited by your product  and team and everything  and knows  this domain. They have put in $1  million. You don't want to assume  anything but $25,000-$100,000  is the  range.  

Our next question comes in from  [name unknown]. I have  heard that the corporation is better  than  getting -- for getting investors?  

There are cases for any of those.  If you have in mind  the company -- this is going  to be a huge business, Facebook  or something  large, you might as well start with  a C corporation. There's a very  important things called multiple  levels of stock. You  can have different stock levels  which give different  voter rights and LLCs don't operate  --  offer that. C corporation will cost  you several thousand dollars to  get started and manage whereas an  LLC may cost you a  couple hundred thousand dollars.  I recommend if you are not  quite sure and it's your  first time around, start with an  LLC and it can be upgraded to a  C corporation when an investor  comes in and say I did -- demand  preferred stock. The S corporation  can do the same thing but typically  I say LLC or  C  corporation.  

Julie asks I  registered my business name with  my state and domain name, do I  still need to file for a patent  and trademark? 

Registering the  domain name is a good start and  you can call that intellectual property  if you like but  the property -- intellectual  property that is important is a  barrier to entry and that is really  something to do with  your solution. There are different patents that  are important. A lot of people say  I don't  think you should software  patent anything. The reality is  that people do  patent algorithms, logic underneath  the covers or  user interface. You  can prep -- patent  the process.  [Indiscernible-muffled]. It sounds  crazy but it made a lot of  money for  Amazon and the patent has been  upheld many times. Look at your  user interface. You should submit  a provisional  patent that says I would like to  hold my place and I don't want  to spend  $100,000. Trademarks, that is  a name. It doesn't comply much if  the name is so meaningful that no  other name would make any sense,  that might be valuable but typically  it is not  that meaningful. Somebody else can  do the  same thing.  >> Next question is  from Susan. She asks you speak to  the creation of new product, what  about a business focus  around services.  

Services typically are  not investable and the reason as  that there  is no product, only a service and  you shouldn't -- should need money  to build  a product.  It doesn't scale so well. A guy  came to me recently and said I  build websites and convert them  to mobile. I'm really good at it  and I do it so well I want  to expand and I need an  angel investment. And I say the  first problem you have is you don't  need money to do it. What you need  money for? I need a fancy office  or car -- that is not a  good reason. I want to hire  all these people that can deliver  the service. Now I say  you have a scalable problem. You  are the  service and  if you want to deliver the service,  you don't have time to train anybody.  The only way a service becomes investable  is if you have a process that is  highly defined. 

     [Indiscernible-muffled] and we can  train thousand people. We can  scale up quickly. We don't  require that intimate learning  process so it is investable.  Typically services are  not investable and they are much  harder to get  investment lower and it's  much riskier.  

Lewis asks what are the  advantages and disadvantages enlisting  family members as founders  and investors?  

That's a good question.  Family members and startups is considered  a bad  thing. Considered bad by investors  and the reason is family members  or significant others or any  close relationship causes  problems. 50% of the marriages  go astray, people get  emotionally involved so I was in  a meeting not too long ago and  a lady made a  presentation on software products  and says  this dollop -- does all of this  in everybody's excited and she says  let me introduce my  husband who is doing this part of  the business and my son who is doing  the programming. It lost  all  steam. The actual reason -- this  is a  personal bias to people having seen  the difficulties with families running  a business where they get into big  arguments that have nothing to do  with the business and close up the  whole thing.  

I recommend against friends  and family.  

Okay. Our next question  comes from [name unknown]. Are angel  investors interested in  sole proprietors?  

No,  sole proprietors -- you shouldn't  be interested  in starting a company as a sole  proprietor because you assume all  the risk. Nine out of 10 startups  fail or have big  struggles. They will come and take  your house or car and every dollar  you have whereas if you do  out LLC it's a limited liability  corporation. If you give up and  things don't work, nobody takes  anything that  is yours personally. Sole proprietorship  is not a recommended approach from  liability standpoint.  >> Have a question from  [name unknown]. How do single founder  business ideas typically  address this?  The service is very unique however  for experience startup  advisors  or [Indiscernible] whether there  are investors behind  the idea. It feels like the chicken  and egg situation. I would appreciate  of -- advice  on this. 

Single person founders are a  chicken and egg problem. People  say as soon as I get money I can  hire a CFO or somebody who  does marketing but  right now I need to do it all  myself. So it is a thing  you have to hedge  along on. Certainly what I recommend  is you find somebody,  to people. One person is a  red flag. To people or three  people is a start where you  might say let's go 50-50 or one  third  or 5020  -- 50/20/30. You will take over  the financial part. Another approach  may be is  to say I need an advisor who  can fill that gap. So what I  look for in an investor presentation  is maybe two or three key individuals  in your company and  two or three external advisors that  are complementary.  If you are a technologist, make  sure you have a business person  as an advisor. That advisor can  be someone  you know who is in the business  that you are in and  brings credibility to it. He can  be someone who is an investor  or he can be someone that you paid  who has expertise. I'm an  advisor on many startups and I  can be -- bring business or software  knowledge  or whatever, but it looks like a well-rounded  team if you say I have three people  that are key and i have three advisors  who round out the functions. Much  better than stepping up and saying  it is just me and give  me money.  

 How viable is crowdfunding as a  means for getting started? Say before  approaching angels?  

It is  verifiable and it's not what a lot  of people think as the ultimate  source of money. It is more viable  in terms of getting  interesting credibility. If someone  comes to me  and says I would like to get an  angel investor or in front of angels  but I don't have any customers or  the product yet. I might  say go to crowdfunding and put your  best story forward. That is  --  crowdfunding is saying order for  the future or if you like this idea,  give me $100 and I will send you  a  T-shirt. Ultimately if enough people  send  you money,  were on the flipside nobody responds,  you say maybe that was a bad idea.  May be no Angels are going to  be interested because no customers  are interested. It is a way to help  you put your story together and  help convince you whether you have  interest  out there it will help  convince angels that you  are real.  

 I'm curious how an  angel typically views a company  like mine which has been profitable  for 10+ years, gets  staggered has a shifted market focus  in the same industry which shows  much more promise and  zero competition.  Is it advantageous to pitch with  a startup mentality for the new  focus or more on historical than  long-term financial to  demonstrate competence?  

If you have been around for 10  years, you are not a startup  anymore and you shouldn't talk about  startup unless you have a really  good explanation or  story. Typically what I look for  is started the says I  spent the first year or two getting  my product and pitch  together and now I'm going  to get ready to go out there. If  you say I've been out there for  five years but I need money, the  first question that comes up is  what happened? What did you do  wrong? Are  you restarting? It has a negative  implication that there was  a failure. You may say I  ran out of money and I had to get  a real job. That makes a lot of  sense but if you try to cover  it up and say I've been working  on this for five years but nothing  has  taken  off, [Indiscernible-muffled]. I  did the invention but it has been  10 years and nothing has happened  and I can't tell anything. It implies  you don't understand the market.  Maybe the market is driven by politics  or the economy and unless  you say now I have a guy who is  a Chief Economist and I understand  it now, you probably  won't get anything unless you have  a big  change.  

Okay. Our next question comes  from Earl. If a  pitch doesn't  make it by your selection committee,  is there a process to get feedback  on why it was not selected?  

Yes, we would provide some feedback.  In other words, nobody ever  just says you lose.  The director would send you a letter  back or talk to on the  phone and say maybe you are  too early or in a domain that we  are not interested in or maybe you  need to get help. It looks like  you don't have the business side  thought through. We will try to  give you guidance and that in  itself is a test. One of the things  you don't want to do is become super  defensive and say you're an idiot  since you don't like my idea. That  won't help. Generally we try to  give advice and maybe have you  come back. Fix some things and come  back. Angels are not interested  in turning people off. They are  trying to help you  get there. So if you don't get advice,  one of the things our director will  do is say  I think you should talk to somebody  like Martin Zwilling and schedule  some sessions and figure out how  to get over  that issue. We try to give you advice  and maybe the answer is just apply  to some other angel groups and see  if you get the same feedback.  

Here is a --  question from Karen. Are angel investors  less likely to invest  in nonprofits?  

Yes, they are  totally unlikely.  Nonprofits by definition say there  is  no return. If you are trying to  get a nonprofit started, you are  looking for a philanthropist and  someone willing to  give money to do good but expect  nothing other than social good.  An angel will say I'm  sorry, we are not interested in  nonprofits. We do find people all  the time  that say I have a nonprofit and  a profit, and they try to  work some deal with a get certain  things allocated for the nonprofit  side. Angels don't like  that either. It sounds like you  are trying to avoid  something legally. Nonprofits are  totally different animals and angel  investors are generally not interested  in nonprofits.  

I think we have time for one  last question. If all  I have is an idea in the vision,  is it possible for me to simply  hire someone to write and build  the presentation package for the  sole purpose of meeting  angel  investors?  

Yes, the answer is it is always  possible but it is more valuable  if you do it or try to do it and  then maybe work  with somebody like me or somebody  else that can make it more professional  or  more directed on the things that  investors are looking for. Typically  if someone comes to me and says  I need  a contract for  my pitch to India  or Russia, you will get what  you paid for which is probably not  something that is that exciting  and worse than anything is you don't  know what is in it or you won't  like what's in it. I  prefer -- one of the approaches  I recommend  is  you pitch it to somebody and you  pretend like you're an investor  and let's have a discussion on what  it has or doesn't have or how it  sounds. What I hear most of all  our  product pitches. You are an inventor  or technologist so you give a pitch  you would like to give to customers  or you don't even think about it  that is the pitch you  are giving and it turns out that  is not a good pitch for investors  so you may need help to say, the  investor wants to hear two  or three pages on technology but  he wants to hear about the  business because that is what he  is investing  in. Collaboration is the right  approach there.  

Those are all the questions we  have time  for today. Ladies and Edelman, on  behalf of SCORE I would like to  thank you all for attending  today's  SCORE Live webinar.  A brief survey  will  launch and we would appreciate your  taking a couple of quick minutes  to complete the survey, tell us  your thoughts and suggestions.  In closing, I would like to give  a big thank you to Martin Zwilling  for presenting today.  

Thank you as well. It's been  interesting.  >>Everyone have a wonderful day  and we will look forward to seeing  you next time.  Thank you. [ Event  Concluded ] 

