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Definitions

Show Stopper:	An element of an opportunity that that is critical to the investment decision and that the Deal Lead finds sufficiently unattractive to bring to the attention of potential investors, but not so unattractive as to consider it a definitive deal killer. Further discussion is usually merited.

Deal Killer:	An element that is sufficiently outside the range of acceptability that it renders the opportunity closed.


Usage
Since ATI’s due diligence on an opportunity is the aggregation of information and insight that is
provided to potential investors so that they may make their own individual investment decisions, the definitions belong to each individual:  a Show Stopper for one person may be a Deal Killer for another or completely acceptable for a third.  

Potential Deal Killers as of 2019-06-07
Return:	Pre-money valuation so high as to diminish the probability of achieving the hurdle IRR.

Type of 
Security:	A form that does not include the usual investor protections.  Examples are SAFEs and KISSes.

Preference:	Participating preference in any security, as it suggests the same structure to subsequent round investors.

Information
Rights:	We require contractual obligations for the company to provide regular (typically quarterly) management reports and financials statements.

Convertible
Note without
A Cap:	Prevents return to the investors during the riskiest period of their investments.

Governance:	A governing board of directors that is controlled by management and short of advisors.

Management
Coachability:	Management that has all of the answers and does not seek outside counsel.


Management
Capital:	So small that walking away from the company is relatively painless.

Option Pool:	The absence of a pool to provide incentives to employees and consultants who add value to the company.  The presence of large grants to the founders.

Patents:	The absence of patents in patent-centric businesses such as medical devices.

	The absence of patents in businesses that intend to license their IP.

FDA
Regulatory
Path:	Inadequate planning for obtaining FDA regulatory clearances, etc.

Use of 
Funds to
Pay Previous
Investors:	ATI members’ capital is to be used to grow the business, not take other investors out.


