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B L U E T R E E

ALLIED ANGELS

“Where opportunities meet capital!”

BlueTree Allied Angels (BTAA) is a network of private equity investors who meet on a monthly basis to evaluate and consider investing in early-stage companies. The organization provides the structure for a means to aggregate monies and to aggregate the knowledge and experience of the membership. Leveraging the members’ knowledge and experience strengthens the probability of investment success.  Although the membership works together as a group to efficiently and effectively evaluate investment opportunities, each member makes his/her own individual decisions to invest.
New Member Orientation

1. Investments in early stage companies (angel capital) are considered a form of “venture capital.”  Thus, it is considered the riskiest asset class. (Risk correlates to potential return).  Professional money advisors recommend that no more than 5-10 % of your “invest-able” assets be allocated to angel capital. 

2. Diversification.  Professional money advisors encourage diversification for mitigation of investment risks. You should consider the same sound principles of money management that apply to your stock portfolio to be applied to your angel capital portfolio.  Avoid “putting all your eggs in one basket.”
3. Reserve cash (industry term – “dry powder”). Early stage companies typically require additional rounds of capital to achieve significant growth milestones and to scale the company.  Angel investors should reserve $2 for every $1 originally invested.
4. Angel capital is often referred to as “mentor capital.”  Often, angel investors have the opportunity to be actively involved in the operations of the portfolio companies.  Angel investors have knowledge, experience, and contacts that can be utilized to help portfolio companies advance their business plan.
5. Members of BlueTree Allied Angels (BTAA) can also serve as “company monitors” for portfolio companies.  Individuals with specific industry expertise that matches a portfolio company’s operations may serve as a member of the Board of Directors or take the observer seat on the Board.  In the event BTAA does not negotiate a Board role, a member of BTAA will serve as the primary contact for following the company’s operations and ensuring BTAA’s information rights. (See Monitor Program for details.)
6. Due Diligence Activities: Please participate as much as your schedule permits in due diligence activities.  If you have contacts that are not members of BTAA but could help evaluate the company, the industry, and/or risks, please refer these individuals to the managers of BTAA (see point number 10 below).
7. The managers of BTAA will provide members of BTAA with annual portfolio reports.  Effective 2006, reports will also be made available on the “Members Only Access” of the BTAA website.
8. Education.  Continuous education is highly recommended.  Attached to this document is a list of recommended resources.  Attending meetings is another source of education - members have the opportunity to learn from each other during investor discussions. The managers of BTAA also provide a newsletter where various articles are intended to be informative and educational.
9. Maintain good records.  Professional money managers recommend that investors maintain good records for a number of good reasons. Retain copies of all your investment documents, annual reports, K-1’s, etc. Your accountant will greatly appreciate this action.

10. The strength of the investment is a direct reflection of the strength of the group. 

A. The success of any angel network is solidified with a strong vibrant growing membership. The most successful angel networks are those built around the foundation of an 80 – 100 member organization.  Essentially, a greater number of qualified members enhances our ability as a group to evaluate investment opportunities and pool our resources.  Invite qualified individuals to join BTAA.

B. The larger our capital rounds, the greater our opportunity to negotiate more favorable terms. More members translates into greater capital rounds.

C. Refer individuals that can be “Technical Advisors.” If you know someone whose background, education, or current position can be helpful in evaluating our investment opportunities, please refer this individual to the managers of BTAA.
11. Be prepared to lose money. In this capital market (angel capital), it is not uncommon to experience the following scenario:  For every 10 investments,  3 will turn out to be partial or complete losers, 2 will break even or 1 will provide a nominal return, while 4 may bring moderate to potentially phenomenal results. 
12. The average holding period for each investment is 5 to 6 years.  This asset class is also considered “patient capital.”

Orientation, continued.....

Recommended Readings
A. Books
1. Winning Angels: The 7 fundamentals of early stage investing by David Amis and Howard Stevenson

2. The Angel Investor’ s Handbook by Gerald A. Benjamin and Joel Margulis

3. Every Business Needs an Angel by John May and Cal Simmons

4. Angel Investing by Mark Van Osnabrugge and Robert J. Robinson

5. The Art of the Start by Guy Kawasaki

6. Venture Capital Investing: The complete handbook for Investing in Private Businesses for Outstanding Profits by David Gladstone and Laura Gladstone
7. Crossing the Chasm by Geoffrey A. Moore

8. The Change Function: Why Some Technologies Take Off and Others Crash and Burn by Pip Coburn

9. The World is Flat by Thomas L. Friedman
10. Angel Investor’s Handbook by Gerald A. Benjamin and Joel Margulis

11. Start-ups that Work by Joel Kurtzman

12. Venture Capital Due Diligence by Justin J. Camp
13. Venture Capital Investing by David Gladstone and Laura Gladstone
B. Magazines/Journals
1. RedHerring (on line only, no longer in print)
2. Fortune magazine, formerly Business 2.0

3. MIT Technology Review

4. Inc 

5. Worth

6. Mergers and Acquisitions (ACG subscription)

7. VC Journals – if have access
C. Newspapers/Blogs/Newsletters
1. Wall Street Journal

2. Future Pittsburgh

3. GEM (Global Entrepreneur Management) newsletter 
4. EntreWorld Weblog
5. TechCrunch]
6. PE Wire
7. SiliconValley.com
8. NASVF weekly newsletter (National Association for Seed and Venture Funds)
9. SSTI Weekly Digest (State Science and Technology Initiative) 
10. The Deal.com

