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Executive Summary

Venture Communities is a program offered by Golden Capital Network (GCN) to help
communities identify and assist innovation entrepreneurs. This document provides
guidelines for implementing a Venture Communities program and describes lessons
learned from three pilot programs and the alternative Venture Island™ format.

The primary components of Venture Communities are:

m Leadership. A local Steering Committee of private sector stakeholders and
investors, as well as typical nonprofit service providers, assists in identifying
innovation entrepreneurs within the community, plans events, and conducts
follow-up activities.

m  Events. A primary venture forum event plus a minimum of quarterly follow-up
activities are used to attract previously unknown companies and facilitate
networking among entrepreneurs, investors, and stakeholders.

m  Venture Communities Online. A computer portal connecting companies,
investors and providers in all the participating regions. It showcases companies
and investors, maintaining momentum and supporting networking between
events.

Venture Communities is a hub and spokes network, with GCN serving as the hub
that connects communities and regions (the spokes). There are several advantages
over staging such activities without the hub support or spoke contact with other
communities:

m Access to investors. A key attraction for entrepreneurs’ participation is face
time with legitimate investors. GCN has a pool of investors that most
communities alone would not be able to access.

m  Coaching and mentoring. GCN provides high-level experts to coach and
mentor participating companies. Additional webinar support is planned.

m  Website/Online network. Venture Communities Online provides visibility to
companies and investors throughout the network.

m  Networking. Connections with peers, potential employees, professional service
providers and investors are critical to a company’s growth, and this knows no
geographic boundaries.

Three pilot programs were conducted under the CSA WIRED grant. Kick-off events
were held March through June 2008.

m Central Coast. A localized program in San Luis Obispo County and Santa Maria.

m  Monterey Bay Area. A program to assist local entrepreneurs that held an event
open to all western U.S. innovators.

m California New 100. A cross-regional event showcasing emerging and middle
market companies in the 19-county Central Valley.



m |n addition, Venture Island Chico is described because it offered an alternate
multi-session, competition-based format for staging the event.

Among the lessons learned in staging the programs:

m  Program Execution

Implementation of the pilot programs pointed to several factors that support
success.

— Finding entrepreneurs: funding is the "cheese in the trap."

— Attracting investors: companies are the "cheese in the trap."
— It's more than an event.

— ltis scalable.

— Keep private sector stakeholders in the forefront.

— A hub and spokes system adds value to communities.

— Venture Communities Online requires local promotion.

— One-Year Benchmark is Too Short.

Tracking innovators requires different metrics.

m Innovation Entrepreneurs

Innovation entrepreneurs possess characteristics that local leaders should
understand.

— Growth companies don't care about geopolitical boundaries.
— Entrepreneurs need a better understanding of risk capital.

— Innovators have different workforce needs.

— Middle market companies are also important.

— Some grant programs may limit assistance to entrepreneurs.

m Leadership

There are steps the local leadership can take to support entrepreneurial
development.

— Take ownership.

— Engage the private sector.

— Understand the financing food chain.

— Understand the entrepreneur ecosystem.
— Understand liquidity events.

— Understand soft infrastructure.

— Become innovation brokers.

— Build relationships.



Community Preparedness

To fully support innovation entrepreneurs, the following conditions should exist in
a community.

— Visibility for innovators.

— Vertical and functional networks.

— Access to all stages of capital.

— Access to talent.

— Access to customers and strategic partners.

— Innovators need anchor companies.
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Introduction to Venture Communities

Golden Capital Network (GCN) designed the Venture Communities program to help
communities and regions foster entrepreneurial development in communities or
regions of over 100,000 population. The program was a refinement of previous
activities spearheaded by GCN. The program supports locally driven efforts with the
addition of coaching, an online network, and national showcasing of companies.

Through CSA WIRED, GCN launched three pilot Venture Communities programs:

m  Central Coast Capital Network (San Luis Obispo, Santa Maria)
m  Monterey Bay Capital Network (Monterey and San Benito counties)

m  New California 100 (a broader focused event to shine a spotlight on
Central California companies)

In total, eight Venture Communities programs have been launched as of this writing.
This guidebook documents the process for implementing such a program, including
lessons learned from the pilot programs and additional Venture Communities
programs.

What is an Entrepreneur?

In the broadest interpretation, entrepreneur refers to anyone who takes the risk of
operating a business; however, Venture Communities focuses on those
entrepreneurs who can have the highest impact on a community. Perhaps the
easiest way to understand this is to draw a distinction between two types of
entrepreneur: lifestyle and high growth.

Lifestyle Entrepreneur. This is a typical small business: a private company selling
products and services to a local and/or regional market and primarily recycling
consumer dollars in the local market. A lifestyle company is usually financed by the
founder, family, friends and/or debt financing; it is not a likely candidate for angel and
venture capital investors. Lifestyle entrepreneurs account for roughly 85 percent of
U.S. start-ups, according to the Council on Competitiveness. These companies
should be referred for the type of assistance typically offered in most communities,
such as small business financing, SCORE counseling, small business development
center programs, and workforce programs.

High Growth Entrepreneur. Often referred to as a growth company or innovation
entrepreneur, this is a private company selling innovative products and services to a
national and/or global market. The company is built for rapid growth and future
acquisition or initial public offering (IPO). When we say “entrepreneur” in the context
of Venture Communities, we are referring to these high growth companies. While
lifestyle companies are well-served by community organizations, growth companies
typically are not. That niche is served by Venture Communities.



What Regions Have Growth Companies?

Growth companies can be found in nearly any community of 100,000 or more. The
community may not have the concentrations of a Silicon Valley, but innovation has
no boundaries—particularly if there is a university nearby, or an industry cluster that
spawns creativity.

Why are Growth Entrepreneurs Important to the Economy?

Through rapid growth and the infusion of consumer dollars from outside the region,
high growth entrepreneurs have a disproportionate impact on the local economy.

Key Growth Venture Metrics

m  Growth companies, represent only 5-15% of all U.S. businesses, yet they created
two-thirds of all new jobs during the 1990s (NCOE, August 2002).

m  Growth companies have created 50% of innovations, 95% of radical,
revolutionary innovations.

m  Growth companies have created entire new industry sectors, such as biotech,
online retail, wireless messaging, and many others.

m  Venture-backed growth companies paid $58.8 billion in federal taxes and $7.9
billion in state and local taxes (NVCA, March 2004)

What Are Milestones?
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Investment stages of a growth company.

There are certain accomplishments in the growth of a company that are critical for the
company to achieve market validation. Passage through these milestones signifies
maturation and builds the confidence of potential investors. Milestones may be
achieved in product development, product release, substantial capitalization,
personnel, customer traction, and partnerships.

Examples of ways a company can demonstrate it is sustainable include:

m  Securing customers

m  Securing key executive team or board members



m  Launching a new product or service
m Capital round of funding

m  Formalizing a strategic partnership of some kind

What is the Entrepreneurial Ecosystem?

Those entrepreneurs growing a business that is scalable beyond the community
require services that operate at a higher plane than regional businesses. This
entrepreneurial ecosystem includes professional services, C-level executives, peers,
and anchor companies. Examples of these needs include:

m Attorneys. Specialized in corporate structure setup, intellectual property, and
international law.

m Internet developers. Expertise in new media.

m  Risk management. Specialized insurance providers.

m  Accounting firms. Familiarity with Sarbanes-Oxley, acquisitions, and mergers.
m  Executive talent. The first key hires of a growth company are not entry level;

they are rounding out the management team. They often come from early retires
or semi-retired executives or people in transition.

Growth companies will have similarly high-level requirements in marketing and
communications, business valuation, real estate/architecture (usually just a one-time
need), and management consulting.

The Three Needs of Growth Companies

While innovation entrepreneurs are associated with the tech-heavy clusters in Silicon
Valley and Northern Carolina’s Research Triangle, they can flourish anywhere,
provided their needs are met. Three components are important to the development of
growth companies:

1. Local private equity investment capacity
2. Targeted business assistance services

3. Deal flow generation programs and activities

Increasing the availability of capital alone is not sufficient for growth company
entrepreneurs to succeed. It is critical to provide sustained business assistance to
companies, while also implementing “deal flow” generating programs and activities to
identify and cultivate a pipeline of potential investment deals. Venture Communities
facilitates these activities.

What is Venture Communities?

GCN designed Venture Communities as a comprehensive, sustainable program for
communities and regions to accelerate the development and success of innovation-
based growth companies, resulting in job creation and attraction of income from
outside the area.



At the heart of GCN’s Venture Communities philosophy is the belief that every
community or region has entrepreneurs with the potential to become players in the
national or global arena. In order to grow, these companies need assistance with
matters that historically have not been addressed by community-based
organizations; however, there are other local or regional mentors and investors,
usually from the private sector, who can often provide much of that support.
Economic development, workforce investment, chambers of commerce and other
community organizations can play a critical role as catalyzing agents to mobilize
these local and regional resources. This is an important role due to the highly
competitive and confidential nature of the private sector, which often manifests itself
in a fragmented innovation growth venture ecosystem.

Through an annual license fee, Venture Communities serves as a cost-effective
“plug-in” solution by providing proprietary training, templates, resources, technology
tools and connections that are essential for assisting growth companies. GCN’s
solution also brings to bear the expertise and resources of GCN'’s extensive private
sector network of angel groups, venture capital funds, executive mentors and
national and global professional service provider organizations through its virtual
meeting center via WebEx.

Underlying Assumptions and Drivers

m  Growth company entrepreneurs are the strongest drivers of wealth creation, job
creation, and regional competitiveness.

m  Most communities and regions do not effectively serve innovation entrepreneurs.

m  Growth company entrepreneurs who are building companies that sell innovative
products and services to a national and global market typically have different
capital and business services needs than small businesses.

m  Generating a critical mass of innovative businesses and their other value-add
contributors requires an organized, regional approach.



Cast of Characters

CAST OF CHARACTERS

This is a “cheat sheet” to the many groups referred to in this guide.

Local Leadership. The organizer that orchestrates the local Venture
Communities program.

Catalyst Committee. A planning committee with representatives from each of the
key groups who will plan the kick-off event and advocate for the program.

Coaching Team. A team of executive mentors trained to advise growth
companies about their business model and presentation to investors.

Growth Entrepreneur. There are many shades of “growth company,” but in a
nutshell, they are the entrepreneurs within the community who have the potential
to grow rapidly, earn substantial revenues, and serve markets beyond the local
region. These companies are targeted by the Venture Communities program.

Lifestyle Entrepreneur. Typical small business selling products and services to a
local market. These companies are referred for traditional workforce/small
business assistance.

Investor. Angel Investor or Venture Capitalist who injects funds in the early
rounds of a growth company’s capital financing.

Executive Mentor. Member of Coaching Team; a growth company veteran who
has the level of expertise to provide advice to an emerging growth company; the
mentor may be an entrepreneur or a service provider with a particular expertise in
legal, financial, technical, or marketing issues.

Nonprofit Infrastructure. Workforce, economic development, and small business
advocates who typically assist lifestyle entrepreneurs. While these organizations
may not be equipped to provide direct assistance to growth entrepreneurs, their
participation and advocacy is vital. In some communities, Venture Communities
may plug in to these existing services.

Golden Capital Network (GCN). Venture Communities provider. GCN provides
initial training and tools to launch the local program. These tools include the
Venture Communities website, event templates, webinars, and advisors. For
companies that are ready, GCN provides entrée to a network of experts and
targeted angel and venture capital investors.

Industry Advisory Board. A group of non-local executive mentors who are
available through the GCN network to assist growth companies with a particular
area of expertise via virtual meeting.



Assessing People and Infrastructure

At the onset of the Venture Communities program, the local leadership identifies local
growth companies and angel and venture capital investors, and assembles a team to
assist them. The strongest network participants will be those who have grown a
company themselves or have firsthand knowledge about operating a company on a
global scale. The community should seek people in the following categories:

m  Growth entrepreneurs

m  Angel and venture capital investors
m  Executive mentors

m  Nonprofit infrastructure

m  Private corporations

How are these people identified? The core of the process is networking and
referrals—talking to people, asking them to talk to people, and publicizing the effort in
the media. The community should be building a database as it identifies new
individuals.

Growth Entrepreneurs

These are the companies the community will cultivate. The growth companies
selected for this program should meet the following criteria:

m  Greater than regional/lifestyle business potential
m  Product or service with demonstrated statewide, national or international demand

m  Ownership/management with the desire to penetrate large markets and grow a
large venture

m  Companies can be in startup or growth stages, but there should be a business,
not just an invention; product should be beyond the paper invention stage.

How to Find Growth Companies

The trick is knowing where to look—especially when it comes to finding emerging
companies that may still be at the “working out of the garage” stage. They often fall
into one of the following groups:

m  Executives or technologists within national technology firms. Large firms
(think Intel or 3M) are often breeding grounds for entrepreneurial thinkers.

m  Serial entrepreneurs. An individual who has brought one company public and
has potential to do it again.

m Researchers and faculty. These people are typically found within research and
development units of universities and private research institutions.

m Students. Unfettered by the restrictions of “conventional thinking” students in the
engineering, computer sciences, and science fields are natural innovators.



The following activities will help the community identify and develop a database of
growth companies.

m  Ask known growth companies. Ask known entrepreneurs for initial data
collection and ask for referrals. Also talk to local, established private sector
business leaders.

m Ask existing business groups. Make presentations about the Venture
Communities program to influential organizations in the community. Pay
particular attention to private sector groups, such as AEA and trade associations.

m  Hold Venture Communities event. This event introduces the Venture
Communities program to the community and provides a networking venue for
growth companies, investors, and service providers to mingle. Most of the key
players, including growth companies, should be identified before holding this
event, but advertising may reach some who were previously overlooked.

Investors

Capital funding is a key requirement among growth companies. For those who fit the
angel/venture mold, the source of that funding evolves with the business, from seed
money, through angel funding, to venture capital. One goal of the Venture
Communities program is to identify and cultivate the local private investment
community. The target is experienced investors capable of making high-risk
investments without risking their retirement. Some will have an interest in a specific
industry sector, while others are looking for earning potential in any field.

Angel Investors

Angel investors are high net worth individuals who invest in growth companies
primarily because of affinity with the company and/or a chance for a high rate of
return. Accredited angel investors have a net worth of at least $1 million and have
had an annual income of at least $200,000 during one of the last two years.
Accredited investors are important when the time comes for a private company to sell
securities. Angel investor groups meet regularly for social interaction and to view
presentations by pre-screened companies seeking capital.

Venture Capitalists

A venture capitalist is a professional investor who manages a fund for limited
partners, focusing on high-risk, high-return investments. As with angel investors,
some may be focused on a specific industry and others are interested in any worthy
opportunity. Are there any local or regional funds in the area?

The targeted investors should meet at least one of the following criteria:

m  Venture capital fund
m  Accredited investor per SEC compliance rules

m  Demonstrated track record of having invested in OR stated interest and ability to
invest in local growth companies



m  Bank with policy and history of lending to growth companies for start-up or
expansion

How to Find Investors

One advantage of the Venture Communities program is that it showcases the
community’s growth entrepreneurs to GCN'’s existing network of investors. Through
coaching, the program also helps companies put forth a more effective appeal for
funding. The community to should work to identify local angel/venture investors to
supplement the broader network. These investors will benefit from access to a
broader pool of early-stage companies to consider, as well as networking
opportunities with each other. The following activities will can be used to build this
list:

m Talk to entrepreneurs
m Talk to business groups about the program
m Ask financial institutions for referrals

m  Hold Venture Communities event

Executive Mentors

The community should have a pool of at least 15 to 20 advisors in the local area to
mentor growth companies. After receiving training from GCN, this core group will
become the Coaching Team to assist companies in preparing their business model.
As long as their services are not requested too frequently, these people will donate
their time, both to give back to community and because they are looking for their own
next opportunity.

Because growth entrepreneurs are poised for activity on a national or global scale,
their mentoring needs differ from those of the local small business. Whereas small
business mentors are typified by ex-bankers, retired corporate managers or sole
proprietors (SCORE is a prime example), growth companies need mentors who have
personally experienced milestones such as launching a new product or service,
going through a round of capital funding, or formalizing a strategic partnership. In
addition to successful entrepreneurs, the community should look for private sector
professional service providers with expertise dealing with firms with scalable products
or services. For example, the PR firm will have connections to the Wall Street Journal
as well as the local daily. The attorney will understand not only local business law
and corporate structures but also the intricacies of capitalization tables.

Executive mentors are usually drawn from the following pools:

m Serial Entrepreneurs. Serial entrepreneurs have taken companies public or sold
at a multiple of investment return. As previously noted, serial entrepreneurs may
also have a new growth company of their own, in which case, they are
candidates for Venture Communities services in their own right.

m  Founding Executive Teams. People who served on the founding executive
teams of a successful growth company.



m Service Providers. People who provide services to emerging growth companies
(e.g., law firms specializing in private equity, accounting, marketing/PR; also,
angel investors and venture capitalists themselves).

m  Global 2000 Companies. Executives and business developers within Global
2000 companies who may acquire, purchase from or partner with growth
companies.

In addition to expertise in their given field, advisors for growth companies should
exhibit these qualities:

m  Track record of adding value to growth companies

m  Willingness to work with community growth companies on a nominal initial level
to establish good will and relationships prior to engaging companies in a service
agreement

m  Good people skills

How to Find Executive Mentors

As the community conducts its search for entrepreneurs and investors, it will naturally
encounter potential executive mentors, as well. These activities will typically help
generate a list of mentors:

m Talk to entrepreneurs
m Talk to investors
m Talk to business groups about the program

m Talk to the nonprofit infrastructure that may have contact with some of these
individuals

m  Hold Venture Communities event

Nonprofit Infrastructure

These are the traditional organizations that assist local businesses. Typically, they
are not the primary source of referrals for growth companies; however, it is important
to keep them in the communication network. First, they may run across growth
companies they can refer to Venture Communities. Second, they may be able to
assist some growth companies with certain needs such as specialized training for the
workforce. Finally, the Venture Communities leadership will come in contact with
some companies that do not meet the growth company criteria. These companies
can be referred for traditional business assistance. The nonprofit infrastructure may
encompass any of the following:

m EDC

m  Chamber
m SBDC

= WIB

m Federal labs

m  Community college and universities



m  Private colleges

m City and county programs

Overview of Venture Communities Activities

THE INNOVATION ECOSYSTEM
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Venture Communities is a hub-and-spokes system, linking participating communities’
growth entrepreneurs with a larger sphere of like-minded peers, investors, and
advisors. With GCN’s guidance, the community provides potential growth companies
with localized services and expose its probable growth companies to the national
network.

The Benéfits:

m  Networking with other entrepreneurs in the system
m  Showcasing growth companies to investors throughout the network

m  Mentoring early-stage companies to prepare for funding rounds

Key Components

Venture Communities is driven by two engines: Events and Venture Communities
Online.



Events

The community holds a kick-off event and follow-up events to focus attention on the
program, draw out the key players, and create networking opportunities for their
entrepreneurs and investors (see Events chapter for more details). The events focus
on angel and venture funding, a major draw for innovation entrepreneurs; they are
designed to be both entertaining and educational.

Community’s Role:

m |dentify/contact stakeholders to sit on Catalyst Committee

m |dentify/contact growth entrepreneurs to participate in event
m |dentify local coaches to be trained by GCN

m  Arrange venue and event logistics in cooperation with GCN

m  Promote event with support from GCN

Support provided by GCN:

m  On-site, in-depth training session with Catalyst Committee
m  Templates for organizing local events

m  Template PowerPoint presentation for local champion(s) to evangelize their local
growth venture story to policymakers, business groups and civic leaders to help
mobilize community support

m  Regional promotion via Venture Communities Online
m Virtual training of their local Coaching Team

m Virtual mentoring of entrepreneur-presenters in coordination with the local
Coaching Team

Venture Communities Online

Through Venture Communities Online, GCN provides communities with a ready-
made website to showcase companies, investors, and service providers and promote
events. The website is linked to other Venture Communities. The website maintains
momentum between events by serving as a communications and networking tool.
There is space to highlight companies, investors and advisors, promote and manage
events, and broadcast news items. Companies can report on milestones and invite
other users to view a detailed profile. Users can search for companies and investors
based on various criteria and establish a watch list to track companies and industry
news, Venture Communities online is also a cross-regional portal to companies,
investors, and events in other communities.

Community’s Role:

m  Populate site with initial company and service provider listings.
m Update Events section to publicize the community’s events

m  Remind/motivate companies to update their milestones and post news to the site.

Support provided by GCN:



m  Content management system and support

m  User's manual

m  Support documents and resources for event/presentation management and
training

m  Optional online event registration through GCN'’s partnership with Amplifylic.com

m  Over 9,000 news subscribers

Timeline

In the first year of the Venture Communities program, the community will conduct the
activities listed below. Scheduling may vary, but this gives a rough picture of how the
program proceeds.

SAMPLE VENTURE COMMUNITIES SCHEDULE OF
MILESTONE ACTIVITIES

YEAR 1 YEAR 2

Convene Catalyst Committee (monthly)

Recruut and train Coaching Team

Advise presenting companies

Set up Venture Communities website

Maintain website/send reminders

Call for presenters, engage community

Conduct Venture Forum event 1 I
Hold follow-up events I I I I

Leadership Venture Island follows similar
Venture Communities Online format, but event takes place

SO Sl overa series of months.

Note: See Checklist in Appendix for full details

Anticipated Local Staffing Needs

The following types of activities will require some level of local administrative support:

m  Scheduling committee meetings and advising sessions
m  Organizing and coordinating activities for the events

m  Administering and updating the Venture Communities website

Expected Outcomes

m  The community will know who their growth companies are.
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m  The community will know who their local angel and venture capitalists are, and
they will be able to match them up with appropriate, qualifying projects.

m  The community will have an active local private sector network that includes
executive mentors, suppliers, potential buyers, and professional service
providers.

m  The community’s growth companies will be better prepared for each milestone,
and their odds of obtaining funding at each stage will be improved.

m  The community’s growth companies will have increased exposure to potential
investors and networking opportunities and cross-regional collaboration with
other entrepreneurs throughout the Venture Communities network.

m  Those companies fitting the angel/venture model will have improved chances of
acquiring funding.
m Ultimately, as local growth companies prosper, the community will have a

steadier stream of income filtering in and improved employment opportunities for
its residents.

Pilot Programs

As part of the WIRED California Innovation Corridor (CIC) initiatives, GCN
established three pilot Venture Communities programs. Two followed the steps
detailed in this report. The third, New California 100, took a cross-regional approach
and targeted middle market entrepreneurs. The programs are compared in detail in
the Case Studies chapter.

Central Coast Capital Network

Guided by the Economic Vitality Corp. (EVC), the Central Coast Capital Network
Venture Communities program served the coastal region encompassing San Luis
Obispo County and the City of Santa Maria, representing a population of
approximately 360,000. The “EVC Venture Capital Event,” was held March 18, 2008,
at the Madonna Inn Expo Center in San Luis Obispo.

Monterey Bay Capital Network

A coalition of communities in the area that encompasses Monterey and San Benito
counties, representing a population of roughly 752,800, launched the Monterey Bay
Capital Network in 2008 to implement a Venture Communities program. The
Association for Monterey Bay Area Governments (AMBAG) was the lead partner.
Their first event, the 2008 West Coast Venture Capital Conference, was held March
10-11, 2008, at the Monterey Plaza Hotel and Spa in Monterey.

New California 100

The New California 100 event was held in Davis on June 17, 2008. As described in
the Case Studies chapter, this event took a cross-regional approach, shining the
spotlight on mid-market companies from the 19-county Central Valley.
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Leadership

LEADERSHIP OVERVIEW

Description: The Catalyst Committee is the local entity that oversees the
program. It may plug into an existing structure or it may be developed specifically
for this program. The Coaching Team screens and mentors growth companies.

Purpose:

m Advocacy within community and alignment with other local organizations
m Connections to innovation entrepreneurs, investors, service providers

m  Mentoring growth companies

Roles and Responsibilities:
Community Organizer: Invite participation, coordinate committee meetings.

Catalyst Committee: Serve as umbrella group to guide the program; advocate
program to core audience, assist in planning the event, assist in building target list
of entrepreneurs and investors; meet monthly (or quarterly, at a bare minimum).

Coaching Team: Screen and mentor presenting companies in partnership with
GCN.

Other Subcommittees: If desired, other subcommittees may support activity such
as the web portal and media outreach.

GCN: Facilitate preliminary meeting of catalyst committee; train coaching
committee; supplement local coaching team with outside experts via web
conferencing; facilitate company screening process.

Timing: The Catalyst Committee will provide leadership during formation of the
program, leading up to the showcasing event, and implement follow-up activities
to sustain momentum after the event.

See task list at the end of this guide.

Who Leads the Venture Communities Program?

Venture Communities activities will fall under the guidance of a local Catalyst
Committee. The size a shape of this committee will be determined by the
community’s needs and assets. A committee may already exist that Venture
Communities can plug into, or a new committee may be formed. The goal is to
leverage existing momentum, not add another layer of bureaucracy.

To achieve buy-in from investors and entrepreneurs, the committee should enlist high
impact “business builders.” These people—investors, company founders, CEOs, and
private sector professionals experienced in serving high growth companies—are



respected peers of the target audience. They have the power to influence and
engage the players. Traditional nonprofit and public sector partners play more of a
supporting role—they are not the chief actors, but their support and referrals are
important.

Various subcommittees may be formed related to the event, publicity, or
establishment of the Venture Communities Online web portal, but one required group
is a Coaching Team (described below) to mentor presenting companies.

The Catalyst Committee

The Catalyst Committee will actively engage in moving the program forward. Another
critical function of this committee is alignment with other programs and providers, to
avoid in-fighting and turf wars. Depending on each participant’'s background and
expertise, individual members will participate in some or all of the following activities:

m  Promote the Venture Communities program

— Serve as local champions to talk about the program
m Help build the agenda for the event

— Contact or serve as speakers/panelists

— Serve as panel moderators

— Point to local companies to showcase
m  Recruit sponsors
m  Communications and media relations

— Assist with newsletter, PR, e-blasts, advertisements
m  Advise and mentor through the Coaching Team

— Screen applicants for the event

— Coach companies to be showcased at event

m  Participate in and promote follow-up activities

This group will be responsible for decision-making, and perhaps some of the legwork,
related to the theme, budget, speakers, and logistics of the event. Experience has
shown that active participation in an organization produces buy-in, and that is desired
from these members: advocacy within the community and devotion of time and
resources to the Venture Communities program.

Composition of Catalyst Committee

Typically, the Catalyst Committee will have 7 to 15 members, but that's only a
general rule; every region has its own dynamic. The Catalyst Committee should
include venture capitalists, angel investors, established CEOs/founders from industry,
retired CEOs/executives from industry, start-up and early stage growth
entrepreneurs, private sector professional services providers and experienced
advisors/mentors. These individuals are described in greater detail in the
Introduction.



Looking at it a different way, the committee members will fall into two camps:

1. Local champions who have name brand recognition within entrepreneur,
investor, and civic circles, who offer their leadership, credibility and ideas, but are
short on time to be involved in details.

2. Foot soldiers in the community who can perform more of the day-to-day legwork.

The chair of this group is very important. It must be someone who has high credibility
among the key targets. In the course of planning and staging the event, leaders will
naturally emerge who are champions for the program. Hopefully, they come from the
private sector and are not typical small business service providers. The co-chair may
be the mayor or some other dignitary, but not without equal or greater participation by
a private sector person with credentials respected by the local entrepreneurial
community; for example, someone who has successfully grown their business.
Stakeholder members tend to be really busy people; they may want to offer ideas but
not do the “heavy lifting.” The program champion has to be the behind-the-scenes
“nudger” to get the things done.

Preliminary Meeting

GCN helps the community organize a half-day preliminary training and facilitation
session. There are four goals at the first meeting:

m  Present overview, including goals and objectives
m Invite feedback from community stakeholders
m  Attain buy-in from community stakeholder

m  Achieve access to stakeholder network (their Rolodex of companies, investors,
advisors, media, sponsors)

Establishing Goals and Objectives

One of the first tasks of the Catalyst Committee is to confirm the goals and objectives
of the program. Goals are broadly stated aspirations, while objectives are
measurable means to achieving those goals. Through the accomplishment of those
objectives the community can point to success in reaching its goals.

The community’s goals may range from the standard economic development model
(new businesses or jobs created) to increasing the community’s cultural support of
entrepreneurship. For example, one community used number of media placements
as one measure of success. As budgets tighten, funding sources are more apt to
demand proof of return on investment; thus some objectives may be ROI-oriented.

At a minimum, these issues should be addressed:

m  How many growth companies will we attempt to reach during the year?
m  How many individuals should be part of the local value-add support network?

m  How much time and energy will be put into events, marketing, and media
relations?



m  How many high net worth prospective angel investors can be identified during the
year, and should a local angel group be organized?

Subsequent Committee Activities

After the preliminary meeting, committee members will focus on setting up the
Venture Communities Online web portal and coordinating the first event. One early
goal should be populating the web portal with a sufficient number of companies,
investors, and advisors to be valuable to the target audience. Planning meetings for
the event should probably be biweekly up to the time of the event. The Coaching
Team will work directly with local innovation entrepreneurs, as described below.
Following the Venture Forum event, the Catalyst Committee should meet monthly,
preferably, or quarterly at a bare minimum. The committee will be responsible for
maintaining momentum in the community and staging follow-up activities and
planning the next year’s event.

The Coaching Team

The key attraction of the Venture Communities event a pitching sessions, where
innovation entrepreneurs pitch their companies to a panel of investors (see The
Event chapter). Most of the pitching companies will actually be running their
presentation through a practice round (even if they think they’re ready to pitch). The
Coaching Team, consisting of investors and business founders and executives,
screens applicants and mentors the selected companies prior to the pitching session
at the event.

Composition of Coaching Team

The coaching team may be composed of a subset of the Catalyst Committee, or it
may include independent participants who are interested only in coaching. To
establish the peer-to-peer trust required in these interviews, candidates for the
Coaching Team should meet the following criteria:

m Business owner or CEO/CFO of growth company or investor
m  Variety of industry disciplines represented
m  Good people skills—positive attitude, active listener

m  Adequate time commitment

Training the Coaching Team

GCN conducts an online training session to teach the coaches the art of coaching
and screening.

Coaching Activities
The Coaching Team will engage in the following process:

1. Notice to companies. Companies are invited to submit an application to pitch
their companies to investors at the upcoming event through press releases, ads,



and direct appeals to known candidates. Applications and instructions for slides
and profiles are made available on the community’s Venture Communities Online
website (see Venture Communities Online chapter).

Screening meeting. During screening, which is facilitated by GCN, the
applicants are split into three groups: ready, not ready, and not the right type of
company (e.g., a lifestyle entrepreneur). Even though the event may be billed as
a “Venture Capital Conference,” just a few companies in most regions are truly
angel/venture fundable. Other promising innovators whose companies that don’t
fit the venture growth model yet still bring in outside revenue are equally
beneficial to the local economy and can also benefit from the networking
opportunities and business coaching associated with the event.

Coaching sessions. Online coaching sessions of one hour per company are
provided to the selected companies to help them fine-tune their pitches. These
sessions are conducted by a team of local coaches and GCN coaches. The
coaches provide feedback on their presentations, pointing out strengths and
weaknesses, and offering in-depth advice on their business model. GCN uses
the WebEx platform to conduct these online sessions.

Optional follow-up.

Optional follow-up coaching, conducted by local coaches without the participation
of GCN, is recommended. In these sessions, companies come in and do their
pitch before an audience. In effect, it's a dress rehearsal. Some spokespeople
are very effective on paper, or in an informal session with the coaching team, but
stage fright or other factors make them ineffective presenters. The Venture Island
model (see The Event chapter) requires additional coaching prior to each of the
four follow-up events.



The Event

EVENT IN A NUTSHELL

Description: A major networking event for early and late stage entrepreneurs,
investors, and service providers, where growth entrepreneurs present their
companies to potential investors, and speakers address issues of importance to
the entrepreneurial community.

Purpose:

m Publicize program through exciting event.
m  Spotlight companies to investors, community, media, and other companies.
m Provide networking opportunities for companies and investors.

m Model good presenting behavior for emerging companies.

Roles and Responsibilities:

Community Organizer: Working with Catalyst Committee, establish theme and
budget, pursue sponsors and speakers, coordinate meeting place, market event,
conduct follow-up activities. Working with Coaching Team, ensure that presenters
are prepared.

Catalyst Team: Oversee budget, provide input on theme, speakers, sponsors,
target audience; lend names to publicity materials; serve as ambassadors for the
program.

Coaching Team: Mentor entrepreneurs as they hone their presentations.

Entrepreneur Presenters: Provide 10-minute slide presentation, 2-minute
elevator speech, and 1 sheet company summary as described in Venture
Community Online Resources. Participate in coaching sessions, refine materials
and submit them on time.

GCN: Provide event planning consultation, registration through Venture
Communities Online, and introductions to investor panelists that will attract growth
companies.

Timing: Initial event is used to kick off the program to the general public; smaller
follow-up events should be scheduled. A big event should be held annually.

See task list and sample materials at the end of this guide.

What is the Event?

The event, usually billed as a venture forum, consists of a conference or workshop,
ranging from a half day to two days, targeted to growth companies, angel and
venture capital investors, stakeholders, and the media. Depending on the format
selected, there may be a single annual event, or a kick-off session followed by three
or four monthly events. Both formats are described below.



The event is one of the most powerful activities a community or region can initiate to
support its growth community. It brings the right people together; it sends the
innovation entrepreneurship message; it gets entrepreneurs, investors and private
sector leaders out of the woodwork; it establishes a brand and credibility; and it
generates momentum and contacts to jump-start the Venture Communities program.
Venture Communities provides a structured approach to orchestrate a successful
event. The event is held with the following goals in mind:

m Establish brand awareness for the program, build momentum and generate
media interest.

m  Tangibly illustrate that growth companies exist in the community, highlight the
entrepreneurial growth sector, and showcase the community’s successful growth
companies.

m  Draw out entrepreneurs, angel investors, service providers, and executive
mentors, and build list of innovation entrepreneur contacts.

m  Educate entrepreneurs in the community about what's required to succeed and
where to find it.

m  Demonstrate the need for a global economic development perspective through
anecdotal stories from successful CEOs highlighting the various challenges and
opportunities they experienced in starting and growing their businesses.

m Facilitate connections among growth companies, investors, and stakeholders.

Essential Elements

The event may adapt any number of themes, but whatever the focus is on exposing
growth companies to investors. The agenda should include the following essential
elements, which are addressed in more detail later in this chapter:

m  Pitching Activity. Companies seeking capital are given the opportunity to make
either a 10-minute PowerPoint presentation or brief 2-minute elevator pitch to a
panel of investors. (Coaching sessions are scheduled in advance to enhance the
qualify of presentations; see Leadership chapter.)

m  Entrepreneurs. Successful entrepreneurs are profiled and speak about the keys
to their success.

m Investors. Members of the investor panel offer their perspective and critique
presentations made by the entrepreneurs.

m  Sponsors. Sponsoring underwriters usually offer brief remarks, lead a seminar,
or moderate a panel (the level of exposure is balanced with the amount of their
sponsoring contribution, whether in-kind or cash).

m  Networking. Adequate networking is MOST IMPORTANT. At least half an hour
of the event should be set aside for refreshments and unstructured interaction.



Other optional elements may be added, including a keynote speaker, workshops
(e.g., angel investor session or entrepreneur boot camp), an awards ceremony
honoring notable entrepreneurs, and lunch or dinner.

Elements to Avoid

There are also some event “don’ts” that can undermine the success of the event:

m  Don’t have too much government-speak.

m  Don’t overspend on audiovisual effects or food; It doesn’t need to be lavish.
m  Don’t provide too much content.

m  Don’t skip the networking.

m  Don’t send pitchers in unprepared; coach them ahead of time. Poor quality
presenters will turn off angel investors or venture capital funds from participating
in the future. Coaching is described in the Leadership chapter.

m  Don'’t alienate influential opinion leaders; partner with the right groups and use
the coalition to be active marketers of the event.

Formats

GCN has tested and refined two approaches to the event. They vary in style and
format more than substance, and communities can choose the one that best matches
the personality and resources of their entrepreneurial community.

m Innovation and Capital Forum. A straightforward annual conference featuring a
pitching activity, keynote speaker, investor panel, entrepreneur profiles, and
networking. A localized custom heading may be used to brand the event. The
WIRED pilot communities followed this format, naming their events “EVC Venture
Capital Event,” “Monterey Bay Innovation Investment Forum” and the “New
California 100.”

m  Competition Format (Venture Island™). A high-energy competition featuring
company pitches, monthly challenges, and elimination rounds. Judges and the
audience both vote on the winning companies, with the top winners receiving a
monetary award. Because this approach is more theatrical, it has a greater
capacity to capture the attention of the media and community. The multi-round
format maintains momentum, offers more frequent networking opportunities, and
provides a greater opportunity for the presenting companies to refine their
business model. Briefly, the events include:

— Whole Pina Colada (Kick-off Event). 2-minute pitches; 16-20 presenters
whittled down to 8 contestants.

— The Snake Pit. Focus on value proposition, product differential, target
markets.

— The Trading Post. Focus on sales strategy, product pricing, sales forecast,
including role playing with an industry expert.

— Make or Break Beach. Focus on how the contestants react to various
situations. The eight contestants are whittled down to three finalists.

— Kahuna Mountain. Final pitches. The prizewinner is announced.









growth company. Also known as high growth entrepreneur or innovation
entrepreneur, a growth company is a private company selling innovative products
and services to a national and/or global market; typically the company is built for
growth and future acquisition or initial public offering (IPO). See also: emerging
growth company, leading growth company, lifestyle entrepreneur.

Industry Advisory Board. A group of non-local executive mentors who are available
through the GCN network to assist growth companies with a particular area of
expertise via virtual meeting. These are high level, experienced executives and
mentors from within specific industries who have offered to provide domain and
functional expertise when appropriate and when value can be added to the emerging
growth company.

IPO. Initial public offering. The first public sale of stock in a company.

leading growth company. Growth company typically characterized by complete
management team; seeking additional debt financing or mezzanine equity financing;
significant customer traction yet launching new products or repositioning company;
generating more than $1 million annual revenues. See also: growth company,
emerging growth company, lifestyle entrepreneur.

lifestyle entrepreneur. A private company selling products and services to a local
and/or regional market; typically a lifestyle company financed by founder, family,
friends and/or debt financing; not a likely candidate for angel and venture capital
investors; primarily recycles consumer dollars in local market. See also: growth
company, emerging growth company, leading growth company.

mezzanine financing. A stage of venture capital financing, usually right before the
IPO stage. The loan is usually repaid out of the proceeds from the public offering.

milestones. A series of measurable achievements in the development of an
emerging growth company. Examples: shipping first product or services, securing an
executive team, completing a round of funding.

NVCA. National Venture Capital Association; a trade association of venture capital
firms (www.nvca.org).

private equity investment capacity. A community’s capacity to increase the
availability of private risk-capital to make equity investments in promising
entrepreneurial companies to stimulate business growth.

seed funding. The earliest round of investment, when the company has no
customers and is still developing its business plan; sometimes referred to as the
“friends and family round.”

serial entrepreneurs. Serial entrepreneurs have taken companies public or sold at a
multiple of investment return and seek to do so again.

venture capitalist. A professional investor who manages a fund for limited partners
focusing on high risk, high return investments.
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Sample Documents

m  News Releases
m  Event Preparation
m  Promotion

m  Event Materials





