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Angels can rescue ideas trom oblivion

MERRICK

Merrick

n angel investor, or angel,
Ais an affluent individual

who provides capital for a
business start-up. There are many
different structures but usually the
angel offers capital in exchange for
convertible debt or ownership
equity. A small but increasing
number of angel investors are orga-
nizing into angel networks, or
angel groups, to share research and
pool their investment capital.

One of the most prominent and
successful groups is the Maple
Leaf Angels, a Toronto-based asso-
ciation that was formed in 2007.
They meet once a month to review
deals and so far have invested in
eight transactions totaling approxi-
mately $3 million. Their meetings

generally feature three presenta-
tions by companies looking for
money. These presentations are
made to approximately 30 well-
qualified angels.

Ken Paige, chair of the Maple
Leaf Angels, explains: “We have
attracted very interesting deals and
they have been presented to a real
cross-section of the business
world. We have a great group of
minds that get together and eval-
uate deals. There is a consensus
that we all feel that we are stronger
together than the sum of the parts.”

The term ‘angel’ originally
comes from England where it was
used to describe wealthy individ-
uals who provided money for the-
atrical productions. In 1978, Pro-
fessor William Wetzel, a founder of
the Center for Venture Research at
the University of New Hampshire,
completed a pioneering study on
how entrepreneurs raised seed cap-
ital in the U.S. He began using the
term ‘angel’ to describe the
investors who supported them, and
the name stuck. In Europe they
refer to them as ‘business angels.’

Rob Koturbash, managing
director of the Maple Leaf Angels,
describes the reasons that people
get involved: “Our group is made

up of investors who are often
retired entrepreneurs or executives,
who may be interested in angel
investing for reasons that go
beyond pure monetary return.
These include wanting to keep
abreast of current developments in
a particular business arena, men-
toring another generation of entre-
preneurs, or making use of their
experience and networks on a less
than full-time basis. Thus, in addi-
tion to funds, angel investors can
often provide valuable manage-
ment advice and important con-
tacts.”

According to the Center for
Venture Research, there were
234,000 active angel investors in
the U.S. in 2006. Beginning in the
late 1980s, angels started to coa-
lesce into informal groups with the
goal of sharing deal flow and due
diligence work, and pooling their
funds to make larger investments.

Angel groups are generally
local organizations made up of 10
to 150 accredited investors inter-
ested in early-stage concepts. The
more advanced of these groups
have full-time, professional staffs,
associated investment funds,
sophisticated web-based platforms
for processing funding applications

and large annual operating bud-
gets.

Angels typically invest their
own funds. Although typically
reflecting the investment judgment
of an individual, the actual entity
that provides the funding may be a
trust, business, limited liability
company, or investment fund.

Angel capital fills the gap in
start-up financing between friends
and family (sometimes humor-
ously called friends, family, and
fools) who provide seed funding,
and venture capital. Although it is
often difficult to raise more than a
few hundred thousand dollars from
friends and family, most traditional
venture capital funds are usually
not able to consider investments
under US$1-2 million. Thus, angel
investment is a common second
round of financing for high-growth
start-ups, and accounts in total for
almost as much money invested
annually as all venture capital
funds combined, but into more
than 10 times as many companies.

Geoff Simonett, one of the
Maple Leaf Angels shares these
thoughts: “I’ve noticed that many
entrepreneurs initially believe they
have a great idea and if they just
meet the right VC (venture capi-

talist) and raise some money, they
will be the next big winner. The
problem is that they are not pre-
pared for VCs and often not even
prepared for investors at all. Usu-
ally VCs won’t give them the time
of day since, as representatives of
investors, they have to focus on the
right deals.

“Angels, on the other hand, are
entrepreneurs first and will often
help coach these companies,
before they are ready for financing,
in order to bring them to the table
with the right tools. So, friendly
but with good advice”.
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(416) 234-5120 or
sbrolla@rogers.com.
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