
Hub Angels Syndicate Investment in USA and Canada
The benefits of deal syndication are well appreciated by angel groups. “Syndication reduces financial risk and leverages angels’ expertise,” says David Verrill of Hub Angels in Boston, MA. “There are twenty plus angel groups in New England, and we syndicate quite regularly with two or three of them. More than half of Hub Angels’ deals are syndicated.”
Angel groups in New England began holding rotating syndication events in 2005, meeting about three times a year to discuss deals. Their twelfth meeting is scheduled for the fall. “Looking at the statistics from companies that are presented in the syndication sessions, the likelihood of them getting funded is high and the overall amount of money is higher than other deals,” Verrill says.

Like most angels, the New England groups usually seek local or regional syndication. However, Hub Angels recently brought an investment opportunity to angel groups beyond the geography of the Northeast. 
iTeam, a company that productizes IT services and sells them through large national distribution channels such as PC Connection, gave a ten-minute presentation at the annual meeting of the Angel Capital Association. 
Hub Angels leads syndicated third round for iTeam

“We originally learned about iTeam through a New England syndication event,” Verrill says. “Someone else was deal lead. Hub Angels invested in the Series A2 round. Now I’m the deal lead for this round, the A3.” In two previous rounds, iTeam raised $3.8 million from accredited angel investors. 
“We followed the CEO’s presentation with a breakout session where any angel could come and ask more detailed questions about the company and express interest in taking a further look,” Verrill says. “The people who came were really committed and interested. Most were angel group members who had specific knowledge and experience in the space that iTeam is working in or had companies that had tried to do something similar.”

Based on the interest iTeam received at the meeting, Hub Angels hosted three webinars; angels from about ten angel groups participated.
“We gathered initial interest and then spent a lot of time qualifying people through the webinars. We shared the deal documents and due diligence, and if people were still really interested, then we considered whether or not to have the CEO travel,” says Verrill. “The CEO visited two other locations, intending to raise $800,000. Due to ACA member interest, we increased the round to $1 million, and still have $200,000 in additional capital that people want to invest. We have accepted investments on a first-come, first-served basis and now have a problem in that not everyone will be able to invest.” 
The angel groups investing in the new round all follow the network or “club” model where each member makes his or her own decision and writes a personal check. One of the individuals also has a relationship with a fund which made a significant investment in the round. The new investors are located from Texas to Toronto to Connecticut.

Syndication considerations whether syndication is local or national – or cross-border
“What we found both within our region and outside of the region is that when there is a strong deal lead, the syndication process is made much more efficient,” Verrill says. “The deal lead should be the single point of contact for the entrepreneur and help the entrepreneur prepare for presentations.”
Leading a deal for syndication also requires a significant time commitment and negotiation skills. These requirements increase with national syndication. The deal lead must harmonize terms, and the timing of closing dates can also be a challenge. 
“Every group has its own process and that process takes a certain amount of time,” says Verrill. “When you are syndicating, the company typically needs the money sooner not later.” A staged or rolling close can be a solution once the round reaches the minimum level for an initial close. 

The level of due diligence undertaken by each group is another consideration. 
“There are some groups that make a few calls, write up a one-page memo, and that’s the extent of it,” Verrill says. “Hub Angels spends two to three months performing due diligence. We produce a seventy-five page report that is a thorough analysis of every aspect of the company. When a group shares a one-page memo, it’s not that big of a help. We have found that when Hub shares its Due Diligence Memo, it can be of tremendous help in shortening the decision-making time of syndication partners.”
At a time when there is less angel capital, very little venture capital, and the same quantity and quality of deals, syndication, whether local, regional, or national in scope represents a tremendous opportunity for angel groups. 

