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From the editor

Andrew Scharhag, our summer intern from the Crummer Graduate 
School of Business, came with, among other things, an eye for design 
and a more-than-working knowledge of Adobe indesign. this edi-
tion of the magazine owes a lot to Andy’s creative design skills. thanks 
Andy. You’re always welcome to drop by for coffee whenever you need 
a break from your professors.

once again, we’ve dished up an edition full of practical investment in-
sights from the trenches. the lead article by one of our founding part-
ners is a must read. if, like me, you’d rather learn from other people’s 
hindsight, then head over to Larry Walker’s Find a Diamond in the 
Rough on page 18. You can thank me later.

Guy Kawasaki’s Top 10 Lies of Entrepreneurs on page 26 almost got me 
in trouble with michael Quatrini, another partner & the magazine’s Con-
tent manager. “Are you saying entrepreneurs lie to investors?”, he asked. 
one look at his expression convinced me that the correct (and prudent) 
answer to that question is a clear “No. of course not.”  long story short, 
we agreed that entrepreneurs are optimists, not liars. So, from an in-
vestment due diligence point of view, you will find Guy’s list interesting.

in the cheerless gloom of the current economy, William Quigley article, 
The Next 10 Years Will Be Great For Both Founders And Angels, is a wel-
come reminder that there’s light at the end of the current economic 
tunnel. in the cherubic words of my reverend father, “if you’re going 
through hell, keep going.” Check it out on page 8.

No edition of the Kapitali$t magazine is complete without a catalog of 
startup and early-stage business opportunities for you. if you’d like to 
take a bite out of the opportunities sprinkled through this edition, get 
in touch with us.

Allan topher 
editor@kapitalistmagazine.com 

 

Andrew Scharhag is a summer mBA intern at NewGate Capi-
tal Partners. he received his undergraduate degree from 
Florida international University in economics and is currently 
enrolled in the Crummer Graduate School of Business here in 
orlando.
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Technology partner

Company: oneaccessLatam.com is a web payment platform 
designed for Latinos living in the united states to pay and pre-pay 
for their family´s utilities, services, and other bills in their home 
countries.

What they've done: The Company has built a payment 
platform that connects to service companies to process electronic 
payments. This platform was built to pay top up services with mo-
bile carriers. it was built in a very robust way to support thousands 
of transactions per day. oneaccess patented the platform in Cen-
tral america, where the company already enjoys ongoing relation-
ships with major service providers.

Why We like them: The Latin american market 
has more than 50 million people and already represents 
15% of the u.s.' population (and counting). remittances 
are a 60 billion dollar industry and oneaccessLatam can 
capture a big share of this market by providing direct ser-
vice payments.

What's next: The Company is poised to go to mar-
ket and is currently seeking trade and financial partners 
to facilitate its business relationships with Latin american 
companies in order to achieve its goals of improving the 
way remittance payments are made to Latin america.
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Technology partner

Company: inflexis identity solutions™ is a combination of hard-
ware and software that provides an enhanced high-security front end 

for delivering user credentials that is both fast and easy to use. for 
the user there is nothing to remember and nothing to type; they 

simply swipe their finger. for iT professionals there is a com-
plete set of management tools that overlay the existing 

credentials system and integrates with active directory 
files. for the corporate level there is the peace of mind 

that corporate security and legal compliance re-
quirements are being met without affecting the 

organizations productivity and responsive-
ness in any way.

What they’ve done: They have developed a 
two part system for customers that provides secure hard-
ware and software elements. The first element of the inflex-
is identity solutions™ is the Trusted hardware peripheral 
device and it is the heart of the system. it functions first 
and foremost as a secure (encrypted) con-
tainer for all of the user’s credentials. it has an 
integrated biometric fingerprint reader that 
can read a requestor’s fingerprint plus a se-
cure processor that can compare the scanned 
fingerprint to the reference template for user 
verification. The inflexis Trusted hardware 
peripheral devices are usB plug-and-play 
and enumerate as a mass storage device so no 
special driver installation is required. inflexis 
identity solutions™ offers two different mod-
els of its Trusted hardware peripheral; The 

desktopid and the mobileid. The lower cost and 
usB powered desktopid is intended for fixed desk-
top installations while the mobileid is either battery 
or usB powered. The mobileid provides all of the 
same functionality as the desktopid plus encrypted 

storage for user data. The mobileid is 
physically designed to look like a flash 
drive and can easily be carried in your 
pocket. The second element of inflexis 
identity solutions™ is the idware Client 
application suite. it consists of a win-
dows service layer running on the cli-
ent pC plus a family of applications that 
greatly enhance security as well as user 
productivity when performing security 
tasks.

*next generation device pictured
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Technology partner     

Why We like 
them: The security 
market has been very active. 
as more and more people 
are accessing networks, 
applications, and files from 
remote locations, the issue 
of ensuring who they are has 
become critical. The emerging of 
cloud computing will only intensifies 
the need for this type of security. everyone 
wants the convenience of transacting business 
remotely but is fearful of the price they will pay 
if someone steals their user name and password and 
assumes their identity. The inflexis identity solutions™ 
new computer devices and software have the potential 
to serve every person in the world that logs on to a computer 
network. The Company and associated products have already es-
tablished market validation and some very large customers are ex-
pected to place commitments and down payments for the product.

What’s next: The Company is looking for expansion Capital through private 
equity investors to execute its three-year plan. it is expected that several large companies 
in our market will have an interest to acquire inflexis as product adoption accelerates 
very quickly in the next couple of years. it is anticipated that the company will have many 
choices along the way related to how it wants to create shareholder value to include an 
initial public offering. although there are opportunities in the initial public offering 
market, the mergers and acquisitions landscape tends to provide a more attractive li-
quidity option for many private companies.

*next generation device pictured
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feature

The Next 10 Years Will Be 
Great For Both Founders 
And Angels

     earlier this year i issued a report about 
the positive changes that have recently 
taken place in the venture capital indus-
try.  these changes are profound and will 
have a lasting effect on both the venture 
capital asset class as well 
as today’s start-ups.

      much has been writ-
ten about the so-called 
“golden age” of venture 
capital in the late 1990s 
dot-com era, when the 
likes of Netscape, Yahoo, 
Amazon and eBay were 
created.

      Yes, those certainly 
were great times for 
founders and early 
stage investors, but i 
will let you in on a little 
secret: for all of the bril-
liance, ambition and hard work that went 
into building these iconic companies, the 
vast majority of the capital appreciation 
in these businesses took place only after 
they went public.

      to put it another way, the rewards 
for building a truly great business – say, 
the world’s biggest etailer or the larg-
est online auction site – accrued mainly 
to the public shareholders. that’s right. 
the ones who went through all the 
hard work of logging into their e*trade 
accounts and clicking the “Buy” button. 
they participated in over 99% (literally) 
of the value created from these bril-
liant entrepreneurs and their wonderful 
companies.

      Now understand, i don’t begrudge 
the public investors, but as either a 
founder, early stage company employee 

or investor (angel or VC), why bother 
taking all of the early stage risk when you 
could have earned far more just buying 
shares of your company once it went 
public?

      Let’s also keep in mind that public 
companies are generally a lot less risky 
than private ones. Less work and lower 
risk. that is how it used to be for public 
shareholders, but that era has ended for 
good. Let me give you some perspective 
on how much things have changed since 
the last tech cycle.

      Amazon.com, the world’s largest 
internet retailer, went public at a $440 
million valuation. hard to believe, isn’t 
it? A company worth $90 billion today 
was worth just over $400 million when 
it went public in 1997. that skimpy valu-
ation represented less than one times 
its forward 12 months of revenues, a 
multiple more closely associated with a 
corrugated cardboard manufacturer than 
the most important innovator in retailing 
in the past 100 years.

      eBay went public at a $650 million 
valuation, representing less than three 
times its forward revenues. Amazingly, 
this valuation was considered adequate 
even though at the time of its iPo, eBay 
had already established itself as the 
pre-eminent auction site on the web. 
Go back to the earlier part of the 1990s, 
and it gets even more extreme. Cisco, the 
most important company in computer 
networking infrastructure, went public 
at $225 million, a valuation representing 
just over one time its annual revenues.

      remember, this was supposed to be a 
time when venture capital and entrepre-
neurship was highly rewarded. it turns 
out, until very recently, public investors, 
those who waited until the hard work 
was done and the upside was evident, 
were the ones who earned the greatest 
returns. Nice work if you can find it.

      

We hAve NoW eNTereD A NeW erA, 
A MArvelous erA, IN FAcT, For 
Those BrAve eNouGh To sTArT 
A coMpANY AND BolD eNouGh 
To BuIlD A GloBAl BusINess. 
ThIs NeW erA, WhAT I cAll The 
“reAl GolDeN AGe” For coMpANY 
BuIlDers AND prIvATe INvesTors, 
AlloWs For eNorMous vAlue 
creATIoN BeFore A coMpANY eveN 
Goes puBlIc.

     Google was the catalyst for this 
change. When it went public in 2004 at 
a $40 billion market cap, many thought 
the internet bubble had returned. 
Something had changed, but it wasn’t a 
new bubble mindset. it was the under-
standing that some companies were 
now able to create value far faster than 
was possible before. those investors 

editor’s note:  this is a guest article from 
venture capitalist William Quigley, managing 
director at clearstone venture partners.
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who thought Google was overvalued at 
$40 billion soon learned that, in fact, it 
was dramatically undervalued. in 2010, 
Google earned nearly $19 billion in gross 
profit and almost $12 billion in operating 
profit!

     of course, if investors had known that 
when Google went public, they would 
gladly have bought the shares at the $40 
billion valuation. then again, some inves-
tors gladly did. So what happened in the 
span of six or seven years that caused 
public investors to go from valuing 
Amazon or eBay at a few hundred million 
dollars to valuing Google at $40 bil-
lion? i believe three permanent changes 
occurred during that time period that 
allowed heretofore unprecedented valu-
ations to take hold.

   First, the proliferation of internet ac-
cess. When my partners and i launched 
our consumer internet fund – idealab 
Capital Partners – in 1997, we 
already thought of the internet 
as a mainstream phenomenon. 
how wrong we were. Con-
sider that, even by the year 
2000, only one-third of the 
U.S. population had internet 
access. today, nearly every US 
household has internet ac-
cess, many with a high-speed 
broadband connection. the 
growth rate in China makes 
the U.S. figure look downright 
sluggish. China has gone from 
about 20 million internet users 
in 2000 to close to 500 million 
today.

      these extraordinary growth 
rates in internet adoption were 
not fully reflected in company valua-
tions in the last tech cycle. Now they are, 
and investors are giving businesses like 
Facebook, Zynga and others the benefit 
of the doubt that they will capitalize on 
the value created by far higher global 
internet penetration rates.

      Second, the rise of the hedge funds. 
Since 2000, the number of hedge funds 
have doubled and the assets they man-
age have nearly tripled to $2 trillion. Why 
is this important? Because hedge funds 
often specialize in particular asset class-
es, like technology stocks, and with that 
specialization comes superior knowledge 
and a greater insight into the potential 
terminal value a company can achieve. 

this was not the case in the 1980s and 
1990s, when many of the iconic technol-
ogy start-ups were born.

      microsoft went public in 1986. Keep in 
mind this was 11 years after its founding, 
by the way, for those who think the pres-
ent eight-year standard for going public 
is too long it was offered to the public at 
a $640 million valuation, or about three 
times its annual revenues. Yet, at the 
time of its iPo, microsoft’s Windows was 
already the world’s dominant operat-
ing system. however, there were few 
technology-focused mutual funds, which 
were then the primary buyers of tech 
iPos.

      And so, very few investors appreciated 
the speed and scale at which microsoft 
could grow. Accordingly, the company 
was valued modestly by its investment 
bankers and nearly all of the gargantuan 
value of the microsoft franchise was 

made available to the public sharehold-
ers. think that Facebook ‘s public share-
holders will have the same luxury?

      the investors who bought microsoft 
shares at its iPo and held onto it for the 
same amount of time it was a private 
company – 11 years – were treated to 
several hundred billion dollars of capital 
appreciation, not the $650 million that 
Bill Gates, Paul Allen and the other early 
employees earned for their 11 years of 
grueling start-up work. Compare the mi-
crosoft, Cisco, Amazon or eBay examples 
to what we see in the post-Google era.

      VmWare went public in 2006 at a $12 
billion valuation. it quickly rose to a $30 
billion market capitalization. thus, the ex-

isting investors (parent company emC in 
this case) captured over one third of the 
company’s likely terminal value. Google’s 
founders, pre-iPo employees and early 
investors also did quite well, capturing a 
respectable 25% of the companies likely 
terminal value. And what of those earlier 
tech giants – microsoft, Cisco, Amazon 
and eBay? the founders and early inves-
tors of these extraordinary businesses 
captured less than 1% of the terminal 
values of their businesses while they 
were still private.

      the valuations of today’s private tech 
leaders – Facebook, Zynga, Groupon and 
possibly twitter – are such that i believe 
upwards of 50-75% of the terminal val-
ues of these companies will be captured 
by the folks who did the real work and 
took the real risks, those who quit their 
jobs and begged, borrowed and cajoled 
friends, families and angel investors to 
take a chance on their far-fetched idea.

      here is the important, 
and game-changing, 
point: in order to partici-
pate in the great wealth 
creation taking place 
IN ThIs AND FuTure 
TechNoloGY cYcles, 
You WIll hAve To Be 
A FouNDer, AN eArlY 
eMploYee, or A prI-
vATe INvesTor. The 
so-cAlleD eAsY MoN-
eY WIll Be eArNeD 
BeFore A coMpANY 
Goes puBlIc. ThIs Is A 
rADIcAl shIFT FroM 
eArlIer TechNoloGY 
cYcles.

     the third factor contributing to the 
far high valuations accruing to private 
companies today is the speed at which 
companies can now exploit the global 
marketplace. When i was at idealab in the 
1990s, none of our start-ups attempted 
to address international markets in the 
first few years of their existence. in fact, 
for many of those companies, interna-
tional markets didn’t become a serious 
focus until after they went public. how 
times have changed.

      today it is possible to pursue an 
international growth strategy almost as 
quickly as a domestic one. the cost of 
running a global business has dramati-
cally shrunk, and while costs of going 
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rollins Ceo connects students with entrepreneurs at events sched-
uled throughout the academic year. This year will start off with el-
evator pitch, entrepreneurship week and will culminate with the 
Business plan Competition held annually in the spring. This will 
provide some exciting changes to the program. in addition to hav-
ing two co-presidents, rollins Ceo will now incorporate new ideas 
from The idea factory and net impact. if you are an entrepreneur, 
student or interested in mentoring students at the rollins College 
Crummer graduate school of Business, please contact either Casey 
silver (ssilver@rollins.ed) or eric hillerman (ehillerman@rollins.
edu).

overseas have plummeted, the revenue 
opportunities have increased manifold.

      Just consider where three of the larg-
est economies were 10 years ago, and 
where they are today. india was a $500 
billion economy in 2000. today it is a 
$1.4 trillion one. Brazil was a $600 billion 
economy ten years ago, compared to 
$2 trillion in 2010. the growth of China’s 
economy in the last decade is breath-
taking, from $1.2 trillion to $5.7 trillion 
in just 10 years. Combined, these three 
economies have added $6.8 trillion to 
world GdP since 2000.

      Public investors are aware of these 
economic figures, and they are reward-
ing companies addressing the global 
marketplace sooner in their lifecycle. 
Groupon has taken note. it is just four 
years old and already operates in 35 
countries. Given its international ambi-
tions, it is likely that within two years 
Groupon will have upwards of 20,000 
employees outside of the U.S. A potential 
$25 billion iPo valuation awaits it for go-
ing global faster than its peers.

      What makes the change i have just 
described so fascinating is that so many 
of the traditional limited partners to 
venture capital funds have withdrawn 
from the asset class in the last few years, 
understandable perhaps after 10 years 
of poor returns. But just as the game 
has shifted to rewarding private inves-
tors over public shareholders like never 
before, limited partners have decided to 
look elsewhere for exceptional returns.

      i believe that is a mistake.   Going for-
ward, those who participate in building 
new companies and providing the start-
up capital to fuel the growth of those 
businesses, will be handsomely rewarded 
like never before.
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Top three industries that attract investors: 
one is health care. There’s a high concentration of baby 
boomers who will buy anything to do with longevity 
and health. also technology: anything making things 
better, easier and faster; and scientific and technical 
consulting and management services. 

The most critical element I look for in a business plan 
from someone seeking funding: 
start with the right people. i would much rather be 
involved with an a player who has a B plan than a B 
play¬er with an a plan. 

on whether venture capital is available to startups: 
There’s a lot of money available for investment, but there 
are few great businesses that past the test. 

Why companies seek venture capital instead of 
traditional financing: it’s difficult to get financing for 
startups, which are considered risky ventures because 
there’s no way to guarantee the investment.
 
on whether competition for venture capital dollars is 
fiercer now: venture capitalists will lend if the deals are 
well-conceived. The entrepreneur must make a case. 

The role venture capitalists play in reviving the 
economy: venture capital helps job creation, with 
venture-backed companies accounting for 18 percent to 
20 percent in u.s. gross domestic product. 

Big misconception about venture capital firms: That 
it’s easy to get money from these guys. You have to sur-
render a lot of control and ownership in a company to 
attract investors. 

BY BILL ORBEN

Joe Alvarez
Founding Partner 
Newgate capital Partners

investor Joe alvarez is approached at least once a day by someone with 
what they think is great business idea. 

But typically only one out of every 10 business proposals reviewed by the 
co-founder of winter park-based newgate Capital partners is worth pur-
suing. "it's one thing to have a great idea, but you need great execution." 

his mergers and acquisitions firm newgate Capital provides business 
consulting and manages winter park angels, a group of investors that 
provides capital for start-up companies. 

investors want to make a great return on their investment, alvarez said, 
but they also want to see a good management team in place and a unique 
product that won't become obsolete. 

alvarez should know. he cofounded demetree Central Constructors 
Corp., which eventually managed $200 million annually in construction 
projects before he sold his interest in 1995. 

about 18 years ago, alvarez became an “angel investor,” helping others 
launch companies. and in 2000, he formed newgate with Larry walker, a 
former hotel executive. 

Mistakes to avoid when seeking venture capital: not having enough cash 
in place and acting desperate to attract investors. do your homework and 
be ready for it to take longer than you think it will to attract investors. 

how best to seek funding: have a realistic business plan that details who 
will do what; what the product will be, who will produce it and if any intel-
lectual properties must be protected. 

Right people
good plan 

companies need the

& a

to attract investors
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Technology partner     
Company: emineo media is an interactive market-
ing and web services firm, specializing in developing, 
implementing and promoting business-branded scholar-
ship programs. The Company links these scholarship pro-
grams with an innovative and effective online marketing 
strategy to create a more targeted, measurable revenue 
generating result for its clients. 

What they’ve done: Through its affiliate com-
pany—microscholarships.com—emineo media com-
bines the best-in-class internet marketing with corporate 
philanthropy and impactful public relations. with more 
than twelve months of constant experimentation using 
real-world marketing campaigns with actual businesses 
and their products and services, emineo media has de-
veloped an extremely effective online marketing strategy.  

Why We like them: The Latin american market 
has more than 50 million people and already represents 
15% of the u.s’ population (and counting). remittances 
are a 60 billion dollar industry and oneaccessLatam can 
capture a big share of this market by providing direct ser-
vice payments. 

What’s next: emineo media is in customer development mode having completed development of 
its online micro scholarship portal (the core of its business model) for connecting students with deserving 
businesses.

“WE DEFINE oUR SUccESS BY ThE SUccESS WE hELP oUR cLIENTS AchIEvE”
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Company: Crown medTransport is 
a highly unique non-emergency medical 
Transportation company providing bedside-
to-bedside service for patients in need of 
transportation. it is much more than a taxi 
but somewhat less than an ambulance. The 
Company is licensed through orange County 
ems, is fully insured, and permitted to trans-
port patients to and from orlando & sanford 
international airports. They have established 
business relationships with multiple medical 
facilities, hospitals and highly regulated loca-
tions to transport to destinations throughout 
the state of florida.

What they've done: The Company 
has developed strategic alliances with more 
than 20 entities, including the florida hospi-
tal's four regional campuses.

Why We like them: The company has 
reached profitability already; by considering every 
trip an opportunity for relationship building and fu-
ture business, the company maintains  an exceptional 
level of customer service. significant investment in 
this industry has been made by big players in the field 
like harBour group, as part of a high-growth, 
short-term acquisition strategy.

What’s next: The Company plans to utilize its 
expertise, market knowledge and brand advantage to 
license and exponentially replicate its profitable busi-
ness model across the u.s. 
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Company: nJm development has produced a putting 
training aid. The company originally and currently designs 
and develops products for hospitality and sells them under 
the company name Banquet essentials. 

What they’ve done: The company has developed 
a putting trainer that trains a measurable and repeatable 
formula for advancing a ball across the green for golfers of 
all skill levels. all other putting aids focus on direction. dis-
tance control is much more important in reducing strokes 
around the green. 

Why We like them: The market for consumer 
product aids involved in the game of golf is the larg-
est in the entire sports industry. There are over There 
are 26.2 million golfers in the united states. That is the 
same as the entire population of australia!  

What’s next: They will be changing the name 
of the trainer to reflect the involvement of david Lead-
better. once the putting trainer is launched and in pro-
duction look for the eye Blade to soon follow. The eye 
Blade will enhance a golfer’s ability to hit the ball on 
line by ensuring his eyes are centered over the ball.

Direction without 
distance control is useless!

“ ”
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Consumer products partner

 

Company: realty management associates, 
LLC, a Limited Liability Company under the flor-
ida Limited Liability Company act, is seeking high 
quality, sustainable profits for its members by ac-
quiring condominiums and single family homes 
and packaging them with Life settlement policies 
which statistically mature in 8 years. These proper-
ties will then be resold as fractional or shared own-
ership units with the intent that buyers will receive 
at least their investment back between the begin-
ning of year 6 and the end of year 8, if they decide to 
exercise their buyback option.

What they've done: management was 
responsible for over us$1 billion dollars worth of 
residential real estate projects and condominiums 
sold in several world locations including south east 
asia. The team currently occupies influential roles 
in different organizations in countries like the u.s, 
uK, germany, austria, switzerland, among many 
others.

Why We like them: money Back option! 
This investment has a built in hedge utilizing life set-
tlements compelled with annuities to prevent down-
side risk.

What's next: it is widely felt in the resort in-
dustry that fractional ownership resorts will rebound 
more rapidly and more strongly than traditional sec-
ond homes as the country's economy recovers. re-
alty management associates, LLC (rma) is seeking 
growth capital to further invest in the current real 
estate market. equity investment in rma is backed 
by annuities from Life settlement policies.
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hospitality partner

Company: amg restaurant management is a part and entertainment com-
pany that is looking to develop a destination attraction on the historic peanut 
island.

What they’ve done: amg holdings, inc, a film and entertainment 
company has recently secured development rights for peanut island, a beautiful 
tropical destination attraction in florida. The island is home to three historic 
buildings, the 1930’s original Coast guard house, the historic boathouse, and the 
1960’s Kennedy presidential bomb shelter.

Why We like them: with an average of 5 to 10 thousand visitors per 
weekend, during the summers, and approximately 100K visitors during the win-
ter months, for special tours, the island lacks a hospitable environment geared at 
properly servicing visitors in different settings. with 6 acres, two historic build-
ings and a piece of history with the Kennedy bunker to play with, the strategically 
located historic peanut island makes a great destination and attractive entertain-
ment center.

What’s next: The Company is seeking capital to recreate three different 
settings:

•	a Key west style open-air restaurant, expansive docking with a dock-
side Tiki bar.
•	an eight bedroom, 3-story historic house high-end bed and breakfast 
(currently suitable for festivals, weddings, special events and holiday cel-
ebrations).
•	an outdoor concert complex on the hmx1 (The presidential helicopter 
Landing pad).

AMG Restauranut Management, Inc.
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1NoT hAvING A MoDEL FoR INvESTING:
if you don’t know what you want, everything will look invit-
ing. we see this when angel investors evaluate an investment 

opportunity in a vacuum – instead of evaluating such opportunity 
against a rigorously-developed mental model and checklist. as 
an investor, you cannot Not Have a guidance system or model 
for choosing investments. if you don’t, you are simply taking the 
vegas approach by throwing a die each time you evaluate an op-
portunity.

2TREATING ANGEL INvESTING AS A hoBBY: 
some of the most sophisticated investors we know are inves-
tors in the private markets, the source of every company in 

existence whether public or not. The private markets are called 
‘the dark” for a reason: you have to know your opinions if you’re 
going to invest in the next google or facebook. You have to invest 
enough time to build your flashlight that can illuminate “the 
dark.”

angel Barbara (not her real 
name) listened intently as the 
entrepreneur clicked through 

his slides and explained why and how 
his startup is going to revolutionize 
the industry and change the world. 
The presenter finished and asked: “any 
questions?”

angel Barbara looked around the 
table, flipped through the financial 
projections and swoT (strengths, 

weaknesses, opportunities, and 
threats) analyses pages of the business 
plan and proceeded to make one of 
the top 5 mistakes that angel investors 
make when evaluating investment op-
portunities.

as professional intermediaries and 
matchmakers between angel investors 
and entrepreneurs, newgate has seen 
this scenario play out on countless 
occasions. usually, our role is to pre-

qualify private, early-stage businesses 
for angel investors. The evaluation of 
such pre-qualified opportunities, and 
the decision to (or not to) invest, are 
always that of the angel investor who is 
usually an accredited investor.

following are the Top 5 mistakes we’ve 
observed frequently made by angel 
investors when evaluating investment 
opportunities:

18

By Larry K. Walker-Founding Partner NewGate Capital Partners

Find A diAmond 
in the rough 

By Avoiding These 5 Angel Investing Mistakes
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3INvESTING BY ThE NUMBERS: 
it is said on wall street, “if you torture the numbers long 
enough, they’ll confess.” This too is true on main street. 

entrepreneurs are optimists by nature – a necessary requirement 
if you’re going to topple google. This optimism carries over to 
the numbers and financial projections in their business plans. 
They will serve you the Kool-aid but you don’t have to drink it. 
Take it for granted that the projections are going to be wrong and 
discount appropriately. The same goes for the entire business plan; 
it is going to be different when it gets to the market. steve Blank (a 
well known successful entrepreneur turned business educator) is 
right: “no business plan survives first contact with the customer.”

4BEING WIMPY: 
i was going to say ‘being indecisive’ but ‘wimpy’ captures it 
nicely. This is derivative of no. 1 above – not having a clue 

what your preferred investment criteria are. we’ve seen angels 
nitpick a business plan to death as if a perfect business plan exists 
or guarantees a successful business. what is true in life is also true 
in investing: the ability to decide is priceless. in investing, i rec-
ommend the derek sivers (founder of Cd Baby and 2003 world 
Technology award winner) dictum: “no more yes. it’s either 
heLL Yeah! or no.” make the decision!

5NoT INvESTING ENoUGh To BE WoRThWhILE:
warren Buffet’s no. 2, Charlie munger described this thus: 
“To be a master investor, bet very seldom. work hard at 

finding mispriced assets. Then bet heavily when the world offers 
you the opportunity. Bet big when you have the odds. and the 
rest of the time, don’t.” when we’ve seen masterful angel investors 
in action, they’ve usually worked out in advance what to look for 
in an investment, they made up their minds pretty quickly about 
whether or not they are interested (subject to due diligence) and 
they took a sizeable bite out of the companies they invest in. in 
other words, they put their eggs in very few baskets and then kept 
eagle eyes on them.

so, which of these mistakes was angel Barbara about to 
make? mistake no. 3: taking the numbers as gospel.  she 
took the entrepreneur through a third degree on the num-

bers and projections even before determining if the opportunity 
met her investment criteria. her approach screamed: if you can 
sell me on these projections, i will write a check – a flawed ap-
proach.

19
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hospitality partner

Company: gofasT Karting-orlando, LLC 
plans to open a franchise of the popular pole 
position raceway electric indoor karting facility 
to be located in orlando, florida. The Company 
will be the first entertainment center of its kind in 
florida, and it will also be able to take advantage 
of pole position raceway’s national advertising 
and marketing efforts.

What they’ve done: pole position race-
way has established 7 successful locations across 
the u.s. from Las vegas to new Jersey. several 
locations have been featured on good morning 
america and other news programs. The unique 
and exciting entertainment value the centers pro-
vide is undeniable.

Why We like them: There is currently not a 
location in the south east united states and or-
lando’s family atmosphere fits as an ideal location 
for a pole position indoor Karting track. 

What’s next: The company’s goal is to open the 
orlando facility in the 1st quarter of 2012 and open 
4 additional franchise locations in other florida cit-
ies such as west palm Beach and Jacksonville, with a 
possible second franchise in orlando. To achieve the 
Company’s objectives, gofasT Karting-orlando, 
LLC is seeking funding 
through private equity 
investment partners.

ELECTRIC KARTS ARE MORE ENVIRON-
MENTALLY SUSTAINABLE AND 

ECONOMICALLY FRIENDLY THAN GAS-
POWERED GO-KARTS!

the #1
nationally Recognized
kaRt Racing expeRience
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medical partner

Company: m3 group (mexico’s minimally-in-
vasive medical group) is a Limited partnership that 
will serve as a full service “medical tourism” physi-
cian partnership group catering to patients in isla 
navidad (manzanillo), mexico. The Company will 
focus on caring for patients throughout the world, 
who wish to receive minimally-invasive, elective and 
non-elective surgery by us-trained physicians and 
surgeons.

What they've done: To date, sierra riviera 
(the company's administrative partner) has signed 
agreements with wyndham grand Bay hotel’s prop-
erty owner for one out-patient Clinical medical facil-
ity. 

Why We like them: medical Tourism is 
not a new concept, but in recent years is growing at 
over 30% per year. what makes the proposed model 
unique is that we will use extremely successful ameri-
can doctors to perform the medical procedures and 
these doctors will predominantly bring their ameri-
can patients to a state of the art medical facility that 
will be located outside the united states. Currently 
several popular destinations for medical tourism are 
india, Thailand, The philippines, China, among oth-
ers. Because this model proposes locating the medical 
facility in mexico, travel time for us patients will be 
3 hours by air instead of 18 hours or more to asian 
destinations.

What's next: The Company is seeking world-
class physicians with experience in minimally-inva-
sive procedures to become stakeholders in the m³ 
group. The Company has plans for one large scale in-
patient hospital, an assisted living facility, as well as 
additional yet to be determined developments on its 
contracted property of approximately 60 acres.
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rejig his own business plans. he came to 
delhi and became part of the indian an-
gel network. he also has his own invest-
ment fund, Kanakiaventures LLC.

so, what’s the difference in being part 
of an investment network and investing 
solo? 

“I think a network helps bring different 
types of investor capabilities on board. For 
instance, I rate myself as very tech savvy, 
but I am not necessarily very good on sales 
and marketing – so the other people in the 
Angel Group watch out for those aspects,” 
says Kanakia. The other thing he says is 
that being part of a pool of people makes 
investigating in a company easier. “Two 
people in the network can take a lead in 
due diligence,” he says. 

4 GRoUND RULES
what does he look for when an entrepre-
neur makes a pitch?

There are four ground rules, says Kanakia. 

“One, I invest in an individual rather than 
anything else. Of course there is the intel-
lectual property and the merit of an idea 
and all that. But I believe, it’s the people 
who are the success factor. I look for a 
street smart person – not in the pejorative 
sense – but in the sense of having common 

sense. It does not matter if he is a top 
ranker or not,” he says. 

“Second, the person I invest in must be 
motivated for large success – you need a 
person who wants to conquer the world 
and not be satisfied by achieving little 
success, maybe acquire a big flashy car to 
be happy.” 

“Third, the person should have demon-
strated leadership qualities — the ability 
to inspire others to work hand in hand.”

“Finally, I like people who are good 
listeners,” says Kanakia. 

and how many meetings are needed 
to ascertain all these? “Usually three 
meetings,” he says. “It doesn’t take much 
time, but takes a lot of experience to spot 
these qualities — it comes from throwing 
unexpected questions and watching how 
they react,” he says. 

and how soon would investors like him 
exit? “It’s a question of risk appetite as 
well as how much time you want to hold 
in a firm. For me 5X is good enough,” he 
says. 

The good news for entrepreneurs, says 
Kanakia, is that a surprising number of 
people in india are today willing to act 
as angels.

hemant Kanakia’s 
ph.d advisor, david 
Cheriton, was one 
of the early inves-
tors in google. “he 
wrote a cheque 
for $1 million and 
made billions in 
the bargain,” says 
hemant Kanakia 
with a wide grin. 

Cheriton was also credited for connecting 
stanford students sergey Brin and Larry 
page with venture capitalists at Kleiner per-
kins who  was one of the downline investors, 
thus becoming one of the private equity 
firms  that helped get google off the ground. 

maybe watching that smart angel investment 
move by his stanford professor inspired 
Kanakia’s own shift from being a successful 
entrepreneur to angel investing.

This Bombay alumnus, who did stints with 
TCs and Bell Labs, says he started out on his 
own mainly to stop the long commute from 
washington dC to new Jersey. “my wife 
took up a teaching job in dC and instead of 
doing the commute, i decided to start my 
own enterprise,” he says. 

in 1996, he founded Torrent network-
ing systems, a company that built a next 
generation of fast internet routers. within 
three years, ericsson acquired the company 
for $450 million. “The investors who had 
funded my company exited making 50 x on 
their investment,” says Kanakia. 

with two such stirring examples, it was not 
surprising that Kanakia should get into angel 
investment mode himself. in 2004, he joined 
Columbia Capital LLC, an east coast of us-
based venture fund managing $2.4 billion 
funds focused on telecommunications and 
technology space. “i co-founded several 
enterprises too,” says Kanakia. 

in 2009, again it was his wife’s job decision 
— she decided to take up an assignment in 
india with nCaer — that forced Kanakia to 

Tips From an 
Angel    nvestorBy: Chitra Narayanan

Mr. Hement Kanakia
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Introduction: Let’s be clear: NewGate 
Capital Partners does not believe that 
entrepreneurs are liars-far from it. 
We do believe that entrepreneurs are 
exuberant optimists with rose-colored 
glasses. They wouldn’t be successful 
entrepreneurs if they weren’t. As they 
communicate their visions to potential 
investors and persuade them to fund the 
next great company, entrepreneurs have 
been known to over promise & stretch 
the positive signals they have received 
from the market. It is in this light that 
we present Guy Kawasaki’s Top Ten Lie 
List below. 

Griffin Valdes

1. “our projections are conserva-
tive.” an entrepreneur’s projections 
are never conservative. if they were, 
they would be $0. i have never 
seen an entrepreneur achieve even 
her most conservative projections. 
generally, an entrepreneur has 
no idea what sales will be, so she 
guesses: “Too little will make my 
deal uninteresting; too big, and i’ll 
look hallucinogenic.” The result is 

that everyone’s projections are $50 
million in year four. as a rule of 
thumb, when i see a projection, i 
add one year to delivery time and 
multiply by.

2. “(Big name research firm) says 
our market will be $50 billion in 
2010.” every entrepreneur has a few 
slides about how the market poten-
tial for his segment is tens of bil-
lions. it doesn’t matter if the prod-
uct is bar mitzah planning software 
or 802.11 chip sets. venture capital-
ists don’t believe this type of fore-
cast because it’s the fifth one of this 
magnitude that they’ve heard that 
day. entrepreneurs would do them-
selves a  favor by simply removing 
any reference to market size esti-
mates from consulting firms.

3. “(Big name company) is going to 
sign our purchase order next week.” 
This is the “i heard i have to show 
traction at a conference” lie of en-

trepreneurs. The funny 
thing is that next week, 
the purchase order still 
isn’t signed. nor the 
week after. The deci-
sion maker gets laid 
off, the Ceo gets fired, 
there’s a natural disas-
ter, whatever. The only 
way to play this card if 
afTer the purchase 
order is signed because 
no investor whose 
money you’d want will 
fall for this one.

4. “Key employees are set to join 
us as soon as we get funded.” more 
often than not when a venture capi-
talist calls these key employees who 
are vps at microsoft, oracle, and 
sun, he gets the following response, 
“who said that? i recall meeting 
him at a Churchill Club meeting, 
but i certainly didn’t say i would 
leave my cush $250,000/year job 
at adobe to join his startup.” if it’s 
true that key employees are ready 
to rock and roll, have them call the 
venture capitalist after the meeting 
and testify to this effect.

5.“no one is doing what we’re 
doing.” This is a bummer of a lie 
because there are only two logical 
conclusions. first, no one else is do-
ing this because there is no market 
for it. second, the entrepreneur is 
so clueless that he can’t even use
google to figure out he has compe-
tition. suffice it to say that the lack 
of a market and cluelessness is not 
conducive to securing an invest-
ment. as a rule of thumb, if you 
have a good idea, five companies 
are going the same thing. if you 
have a great idea, fifteen companies 
are doing the same thing.

6. “no one can do what we’re do-
ing.” if there’s anything worse than 
the lack of a market and clueless-
ness, it’s arrogance. no one else can 
do this until the first company does 
it, and ten others spring up in the 
next ninety days. Let’s see, no one 
else ran a sub four-minute mile af-
ter roger Bannister. (it took only a 
month before John Landy did). The 
world is a big place. There are lots 
of smart people in it. entrepreneurs 
are kidding themselves if they think 
they have any kind of monopoly 
on knowledge. and, sure as i’m a 

The Top 10 Lies 
of EntrepreneursBy: guy Kawasaki
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macintosh user, on the same day 
that an entrepreneur tells this lie, 
the venture capitalist will have met 
with another company that’s doing 
the same thing.

7. “hurry because several other 
venture capital firms are interested.” 
The good news: There are maybe 
one hundred entrepreneurs in the 
world who can make this claim. 
The bad news: The fact that you are 
reading a blog about venture capital 
means you’re not one of them. as 
my mother used to say, “never 
play russian roulette with an uzi.” 
for the absolute cream of the crop, 
there is competition for a deal, and 
an entrepreneur can scare other 
investors to make a decision. for 
the rest of us, don’t think one can 
create a sense of scarcity when it’s 
not true. reread the previous blog 
about the lies of venture capital-
ists, to learn how entrepreneurs 
are hearing “maybe” when venture 
capitalists are saying “no.”

8. “oracle is too big/dumb/slow 
to be a threat.” Larry ellison has 
his own jet. he can keep the san 
Jose airport open for his late night 
landings. his boat is so big that it 
can barely get under the golden 
gate Bridge. meanwhile, entrepre-
neurs are flying on southwest out 
of oakland and stealing the free 
peanuts. There’s a reason why Larry 
is where he is, and entrepreneurs 
are where they are, and it’s not that 
he’s big, dumb, and slow. Compet-
ing with oracle, microsoft, and 
other large companies is a very dif-
ficult task. entrepreneurs who utter 
this lie look at best naive. You think 
it’s bravado, but venture capitalists 
think it’s stupidity.

9. “we have a proven manage-
ment team.” says who? Because the 
founder worked at morgan stanley 
for a summer? or mcKinsey for 
two years? or he made sure that
John sculley’s macintosh could 
power on? Truly “proven” in a ven-
ture capitalist’s eyes is founder of a 
company that returned billions to 
its investors. But if the entrepreneur 
were that proven, that he (a) prob-
ably wouldn’t have to ask for mon-
ey; (b) wouldn’t be claiming that 
he’s proven. (do you think wayne 
gretzky went around saying, “i am 
a good hockey player”?) a better 
strategy is for the entrepreneur to 
state that (a) she has relevant in-
dustry experience; (b) she is going 
to do whatever it takes to succeed; 
(c) she is going to surround herself 
with directors and advisors who 
are proven; and (d) she’ll step aside 
whenever it becomes necessary. 
This is good enough for a venture 
capitalist that believes in what the 
entrepreneur is doing.

10. “patents make our product 
defensible.” The optimal number 
of times to use the p word in a 
presentation is one. Just once, say, 
“we have filed patents for what we 
are doing.” done. The second time 

you say it, venture capitalists begin 
to suspect that you are depending 
too much on patents for defensibil-
ity. The third time you say it, you 
are holding a sign above your head 
that says, “i am clueless.” sure, you 
should patent what you’re doing if 
for no other reason than to say it 
once in your presentation. But at 
the end of the patents are mostly 
good for impressing your parents. 
You won’t have the time or money 
to sue anyone with a pocket deep 
enough to be worth suing. 

11. “all we have to do is get 1% of 
the market.” (here’s a bonus since i 
still have battery power.) This lie is 
the flip side of “the market will be 
$50 billion.” There are two prob-
lems with this lie. first, no venture 
capitalist is interested in a company 
that is looking to get 1% or so of 
a market. frankly, we want our 
companies to face the wrath of the 
anti-trust division of the depart-
ment of Justice. second, it’s also not 
that easy to get 1% of any market, 
so you look silly pretending that it 
is. generally, it’s much better for 
entrepreneurs to show a realistic 
appreciation of the difficulty of 
building a successful company.
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its bedtime for kids as incredibeds picked up two an-
gel investors who injected equity capital into the com-
pany! The company is continuing to move forward 
and its founder is enjoying every minute! 

hines airCrafT LTd.

hine’s aircraft Company is currently seeking the pur-
chase of a manufacturing facility to produce their rev-
olutionary prototype aircraft.

CaseBriefs has recently signed a into a joint venture 
with Lexisnexis that is a worldwide leader in legal and 
informational academic informational libraries.

Legup Lindin gear has been doing very well and is 
continuing to find new clients and contracts. They are 
currently adding harley sporster to their available 
models! They are also currently promoting a charity 
giveaway for a wounded american soldier Justin ro-
kohl, a u.s.m.C. veteran who lost part of both of his 
legs defending our country. You can read more about 
his story at landingear.com.

Bighead Tv entered into an operating partnership 
with o2 wireless. according to the terms of the 
agreement, Bighead Tv, the exclusive license holder 
to the “disruptive technology”, is granting the right 
to these territories which is estimated to be worth 
in excess of 50 million dollars. The technology is ap-
plicable over fiber, copper, satellite and wireless dis-
tribution, or what is called “cross medium utility”. it 
will enable o2 secure wireless and earthcom ser-
vice inc. to exercise the exclusive right to deliver the 
a la carte programming which would then complete 
the best triple play offering to the consumer available 
today.  it is also negotiating a content distribution 
agreement with Converge Tv.

Center for aggression management has had signifi-
cant success with the implementation of its Campus 
aggression prevention system (Caps) at eastern 
Kentucky university (eKu).

eKu’s Chairperson for their saiT (student assis-
tance & intervention Team)  Claire good, ph. d is 
extremely pleased with the added safety and control 
of this increasingly pervasive subject of aggression on 
campus.  she has explained, “The saiT feels that by 
looking at the totality of circumstances we can make a 
much better decision regarding what tools the student 
needs in order to be successful as a student on our 

campus.”  she has also mentioned that eKu’s gen-
eral Legal Counsel appreciates the measure of objec-
tive behavior and the opportunity to respond in a far 
more measured ways.  eKu’s public relations officer 
has been very helpful in getting Center for aggression 
management coverage in the usa Today as well as lo-
cal media coverage.  eKu likes their new moniker as 
a vanguard of Campus safety.
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wellspring has recently achieved a breakthrough for a 
55 panel blood test that could be sold at a price of $29!

Company’s founders have liquidated their position in 
the company.

seinfeld’s -monk’s diner and Comedy Club is wait-
ing for a licensing approval. The company is waiting 
due to the possibility of the production of a seinfeld 
movie.

pure magic continues to grow, and is laying the foun-
dation for more stores in the future. They have one 
location open and established in winter haven, and 
are a few weeks from opening a location in wauchula, 
florida. The local residents are already very excited 
about pure magic coming to town.  pure magic has 
secured financing for three more stores to be placed in 
the orlando area, and have already found ideal loca-
tions for at least two of them.  

pure magic is also looking into international loca-
tions.  They have had serious interest from a party in 
Central and south america, and are close to signing 
an agreement which will make pure magic an interna-
tional company.

The company is currently in due diligence phase with 
two investors.
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