Investors,

Hope you all had a wonderful summer.   Remember there are now less than 100 days to Christmas!    Here's an update on our stewardship of your money.    We work hard to keep our investors updated so please do take a moment to read this.  It cost me most of the weekend!  ;-)

Next Capital Call
I do not anticipate another Capital Call this year.    

New Investments
We have completed final docs and due diligence with a company called Looma but have decided to delay closing until we can get a legal opinion on one matter that came up during diligence.  I anticipate closing this month.  We have two additional term sheets out to very promising local companies in the healthcare IT space.       

Cofounders Fund II
As a fund management best practice, we need to keep around 30% of our total fund in reserve to protect our current investments and to capitalize on lower-priced bridge rounds for our portfolio.   That allows us to do about three more investments from Fund I which we believe we already have identified.   Deploying Fund I in just 2.5 years may seem very fast but it is a function of our incredible deal flow.   Seeing 4-5 new deals every day has enabled us to deploy the money quickly which I believe will improve our returns.  Less time means better IRR since returns are calculated as a function of both money returned and time frame required.    As such we need to start thinking about raising Fund II because we do not want any interruption in our deal flow or ability to invest in promising opportunities.   As Fund I investors it is my intent for you all to have first rights to invest in Fund II if you so choose.  Fund I was over subscribed in just 60 days but Fund II will probably take longer since is will be larger.    Over the next few days I will send you our Fund II deck.    Please review and let me know if you have interest.  

New Banking Relationship
Starting with our next capital call please notice new wiring instructions as we are moving our accounts to Square 1 Bank.    We had to move away from Wells Fargo because the monthly fees were too high, inconsistent and often could not be explained even by more senior bank officials.  Square 1 charges no fees (even for wires) and even pays us interest on the Fund's capital!    I only wish I had fixed this two years ago.  

Cofounders Exposure and Publishing
I've taken a board seat and joined the executive steering committee for the NC Council for Entrepreneurial Development (CED).   I, like the new CED president, believe that there is a lot more the CED could be accomplishing in NC.   Last week I asked for and got a meeting with some legislators and the Treasurer of NC to discuss better ways to encourage early stage investing in NC as a form of economic development.   The state VC multiplier fund, investor tax credits, etc. could become meaningful tools for economic development in our State if implemented effectively.    
My article here on the difference between sales and business development was published on LinkedIn and by Exitevent. It was read over 30,000 times so far this month. 
https://www.linkedin.com/pulse/difference-between-sales-business-development-david-gardner/
Just in case any of you have young ones, I published the children's book below on Amazon.  You can't start cultivating entrepreneurs too early. 

https://www.amazon.com/Love-You-More-Communicated-Perspective/dp/152203627X/ref=sr_1_31?s=books&ie=UTF8&qid=1505667533&sr=1-31&refinements=p_27%3ADavid+Gardner
Events
It's extremely difficult to be a startup founder in the Triangle and not know about Cofounders Capital.   I was at an event every single night last week and Tim was in Winston Salem for an entrepreneur pitch day before driving up to Richmond to watch a perspective company present to a potential customer.   We also spoke recently to the Groundworks Lab graduates and other groups.   Upcoming events are:  

I will be the keynote speaker for this all day conference with nearly 500 registered attendees
StartUp Grind Tech Conference Oct. 10th in Cary

https://drive.google.com/file/d/0B4XM95cd3MLMTjdreHhoRU9FRDA/view

I will speaking briefly at the CED Tech Conference at the Convention Center in Raleigh this week.  Four of our portfolio companies will also be presenting.

https://cednc.org/TVC?utm_source=homepage&utm_medium=website&utm_campaign=TVC17#block-views-conference-block-15
I was honored this month to be a part of a new entrepreneur scholarship created last week at NCSU which we appropriately named after one of my professors, Dr. Tom Miller (picture below) who has done some much to help State entrepreneurs over the years. 
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I also hosted my annual Opportunity International Charity Dinner last week which I'm glad some of you could attend.   We will also be sponsoring a $15K prize for one of the RedHat/LuLu startup competitions.   For clarity, these contributions do not come out of our the Fund as I personally write these checks.    
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Portfolio Update
And now for the part you really care about...here is my current assessment of each portfolio company.   The first color shows how we assessed the company in our last update and the second shows our current assessment.  You can see a short overview of all of our portfolio companies at http://cofounderscapital.com/portfolio/
    

    Green- doing well, at or near plan
    Yellow - somewhat behind plan or other trouble
    Red -  well behind plan and in danger of failing
    Black - dead, write off.
 
FilterEasy > Green Green
FilterEasy closed out its B round with a total of $6.9M raised.  The company has big new offices now in downtown Raleigh and is staffing up quickly.  I remain on the board and joined the recently formed compensation committee.   Last month they were off on their $1M monthly forecast by only $16.97.   I told Tim that our "boys have finally learned how to forecast!"    
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http://cofounderscapital.com/filtereasy/       "Sizzle, Sizzle: FilterEasy is cleaning up on capital and customers" - WRAL Teahwire
Canopy >  Green Green
Canopy has also moved into big new offices in Cary across the street from SAS on Harrison Ave.     Hunt is a great operator and the company has a seasoned board so this investment now requires very little of our time. Canopy continues to grow at plan and should finish this year with $1M in cash reserves.    Gross margin was below plan this summer but this was due to overtime pay and utilization issues that have since been corrected. We are targeting several excellent acquisition opportunities in the Atlanta market to jump start our entry there.  
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https://www.youtube.com/watch?v=UVb3KIJODSw&feature=youtu.be    Great video on Canopy's new "University"
Factivate > Red Red
Well, maybe a little less red this month.   Factivate is cash flowing on services work and has relaunched its new and improved product to three new paying customers.   Hopefully this time will be the trick as we continue to try to help Juan find the right product-market fit.    

EmployUs >  Green Green 
I'm so proud of this team.   After nearly going out of business last year, what a turn around.    I was in Atlanta with Ryan, the CEO, earlier this month to pitch the Engage Program https://engage.vc     This program was created by 12 major companies like Delta and Coke with HQ in Atlanta.   We encouraged Ryan to pursue this.  Even though we didn't need the money, we did want pilots with 12 Fortune 500 companies.   EmployUs was accepted into the program and we were able to negotiate their investment into the terms of the current open bridge round.    All of EmployUs's pilots have successfully converted and the company now has 100% of it's customers prepaying on longer term contracts dramatically reducing the need for future rounds of dilution for current investors.      

http://wraltechwire.com/employus-/16943523/      EmployUs Profiled- Turning Referrals into Hires
RewardStock >  Green Green
RewardStock is still figuring out its marketing strategy.   Customer numbers are low but initial CAC and LTV ratios seem to be extremely good.   One partnership with a major player in their space has been verbally agreed to with implementations and contracting underway.    

Testive > Yellow Yellow
Testive has received a terms sheet from a new investor for $250K on a million dollar new raise.   We also offered a similar terms sheet but insisted on changes to management compensation.  Our terms were rejected for the other terms sheet.  Still, the company must raise the full $1M to trigger this investment.   We will mostly likely only do our pro rata investment which should keep our bridge investment in the preferred shares category.    I will say that the company is ahead of its somewhat handicapped plan even with less marketing spend.   If this round comes together as I suspect then I do believe Testive will perform adequately.   I think we will ultimately make money on this but it won't be the home run that it could have been without all of the subsequent rounds of funding. 

 

Savii Care > Yellow Yellow
Savii has proven very labor intensive for us this month as we have now vetted and been down the path with three potential CEO's that did not work out for one  reason or another.   The company continues to putt along but I do not believe we will see major growth without new leadership.    One of my startup CTO's is ready to come on board after some additional funding which we are unwilling to do until we have new leadership in place.   Again, I continue to believe that Savii has a great product well positioned in a great market.   There is nothing wrong with this company that correct leadership can not fix.   

  
Fokus Labs > Green Green
With schools starting back up Fokus Lab's revenue is back up.   We split a small $100K bridge round with Bootstrap Advisers to hold the company over during its slow summer season.   We were happy to increase our stake in this portfolio company.   We've worked a lot with the CEO on his A round pitch deck and he has good early interest in the round.  

 

ParkMyCloud >  Green Green
Lot's of great PR every week on the PMC technology stack and solution.   Microsoft gave PMC a $75K grant to promote its cloud parking capabilities on Azure.   The CFO has parted ways with the company but we feel this was a mutually good move.   Revenues are ahead of plan but the company is still dangerously low on cash.    Still, there are deep pocketed investors bullish and around the table as well as potential acquisitions afoot. I think I feel OK about keeping this one Green.   

https://www.cloudcomputing-news.net/news/2017/aug/14/assessing-key-reasons-behind-multi-cloud-strategy/       Cloud Computing News

https://insidebigdata.com/2017/09/15/aws-cost-control-recommendations-work/      Inside Big Data

https://betanews.com/2017/09/01/aws-rds/   The Beta News Journal

Myxx > Green Green
We are putting an additional $250K in Monica's $500K bridge round.   There are plenty of investors wanting to finish out this round.    She has launched her partnership with Harris Teeter and signed on some major brands like Tyson, Clorox, Eggland's Best, etc.   If you happen to go by a Harris Teeter store, most have already started marketing the Myxx service.   We successfully recruited and painfully negotiated a comp plan with a dynamic new Chief Revenue Officer who is really starting to move the Myxx revenue needle.   There is still a little money left on the Myxx bridge round should any of you have interest in doing a personal add on.    Monica has also assembled a great advisory board including a previous CEO from Farm Fresh and one of our own Fund I investors/advisers, Scott Wingo.  By the way, if you look up Myxx make sure you only type in two X's.   Adding an accidental third X will take you to a very different company and service!
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http://www.supermarketnews.com/marketing/retailers-merge-recipes-e-commerce-orders-digital-tool     Super Market News Journal on Myxx  

https://entrepreneurship.duke.edu/associate/monica-wood/   Duke Entrepreneurship Profile on Monica

 

Tesser > Green Green
Tesser continues to struggle with revenue because of a very long sales cycle as most major self insured employers have two to three year contracts in place through insurance brokers.    I still feel good about keeping this green because they have signed on many brokers that will push the Tesser service to all of their clients as contracts renew.   The acquisition opportunity I mentioned last update has turned into a partnership by which the company will have time to vet Tesser's technology with its clients prior to acquisition.    We also had long and protracted negotiations with a very talented industry biz dev guy and were finally able to negotiate an agreement.  He will start with the company this month and already has clients lined up.  

  

Urban Offsets > Green Yellow
I'm feeling much better about Urban Offsets and almost changed the color to green.    Perhaps next update, I will.   We have a rolling bridge in place with Urban Offsets of which we have put another $50K into the company.  This proved to be the right move as the company has closed some major deals over the last sixty days and should be profitable this month.    We had to really push the CEO to get out of his comfort zone and start pushing deals to close.   Some  very promising new partnerships in place.   

   

ServusConnect > Green Green
Servus Connect is having some cash flow issues as its largest customer has slowed down its roll out.    No problems here as far as we can tell just circumstances unrelated to the pilot.   They have other opportunities moving through the pipeline with excellent customer adoption and usage data.    

MapMyCustomers > Green Green
MMC had a party at my house a couple of weeks ago and celebrated their milestones.   The new Sales VP is living up to our expectation.   They also closed their first 500 user account as the product continues to move from SMB to enterprise in functionality and messaging.    We lost our Marketing Director but the CEO, Matt, has good skills in this area and can hold that down for now.   We really need a CTO for this company to free the founders up to focus on more strategic stuff.   

http://abc11.com/business/tech-start-ups-relocate-to-raleigh/2408344/       TechStartups Move to the Triangle on ABC 11 News
ImpathIQ > Green Green
Cambridge Healthcare System is our newest client.   I am on the board of the Kenan Institute and was able to facility a letter of matching funds to help these guys win a large SBIR grant.   Their new sepsis protocol is almost in place which will expand our value and revenue from existing clients.    Having the past president of the NC Hospital Association on our board has been extremely valuable as we are in talks with most NC Hospital CEO's at this point.  
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http://wraltechwire.com/impathiq/16943541/        Impathiq Profiled-  Making Smarter Use of Electronic Medical Records
https://mhealthintelligence.com/news/mhealth-app-gives-doctors-a-cardiac-care-support-tool         MHealth 

http://www.journalnow.com/business/business_news/local/heart-pathway-app-aids-doctors-in-addressing-necessity-of-cardiac/article_baa6b6cb-4aa1-56f8-a981-7215ba9dff24.html     Winston Salem Journal

How You Can Help
Almost all of our companies right now are in need of developers.   They are very hard to find in the Triangle.   These are great opportunities for market salaries, meaningful equity and quick upward mobility.   Please tell any coder you know about how much fun they could be having at one of your portfolio companies.
Closing
I'm feeling good about most of our companies and our strategies to fix the one's I don't feel good about so I'll just end with this picture of me and my Dad fishing yesterday.   My Dad beat the odds they gave him and survived major stomach cancer surgery this summer.    It was a real blessing to be able to take him fishing once again.    
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