
Editor’s Corner
Dear Friends, Investors and Associates,

At the end of a politically contentious year and
a volatile one in the financial markets, the velocity
of change continues at a breakneck and disorient-
ing pace.  However, as I write this, the seasonal
holidays are upon us and our better angels seem to
assert themselves.  The other day I stumbled on a
TV interview of Bill Gates conducted by Fox’s
Chris Wallace. I was transfixed as Gates held forth
on a range of topics from the impact of climate
change in Africa to the ascendancy of technology
firms to become the world’s most valuable enter-
prises. I was reminded that there are still those
among us who bring extraordinary intelligence
and thoughtful observations to the public square –
a saving grace amidst the political cacophony in
Washington aided and abetted by ratings-seeking
media outlets.  Whatever his political leanings,
Mr. Gates does us all a service by championing his
maxim that each of us is entitled to our own opin-
ions but not our own facts. 

As the new year begins, it is rare and gratifying
to note that cooler heads are emerging and prevail-
ing despite our national divisions and heated rhet-
oric. It would appear, that the Federal government
will not be shut down in toto, in the service of the
President’s aspirations to build a wall along our
border with Mexico.  What we are witnessing is a
dispiriting extenuated process whereby the lights
are extinguished in a graduated, disjointed way
over time - a self-inflicted wound but not a mortal
one.  We had hoped this distraction and debate
would end with the Democrats’ assumption of
power in the House. And we were encouraged
when an historic piece of bi-partisan legislation –
introducing needed reforms in our criminal justice
system – passed.  Arguably, the first instance of
across-the-aisle legislative cooperation since the
Trump ascendency.  Of course, there are disap-
pointments on both sides of the aisle which is the
nature of politically fraught legislation, but all
agree meaningful reforms have been promulgated.
It remains to be seen if the Democratic party’s
control of Congress will force further constructive
compromises or deepen partisan divisions.

At Activate, while well-aware of these macro
developments, we try to avoid distractions and
stay on task which requires daily attention and a

long- term perspective.  We are gratified that we
recently engineered an attractive realization
which gave us the opportunity to make sizable
distributions to our investors.  We remain very
much involved with our portfolio companies
which face a myriad of challenges and opportuni-
ties and we are engaged in vetting a wide range of
entrepreneurial ventures.  The area within which
we operate – predominantly the northeast coastal
corridor of the U.S. continues its expanding role
as an attractive market for VC investing- chasing
iconic Silicon Valley.  Although Boston’s VC
activities have slowed in recent years, the New
York and Lehigh Valley markets have seen accel-
erated activity. The components of a fruitful
entrepreneurial ecosystem are well-known - a
highly educated population, a talented and diverse
labor pool, a solid university infrastructure, a sup-
portive community of financiers and the presence
of major tech-forward corporations.  These ele-
ments are present in the most fruitful VC commu-
nities in the world - California, Boston, New
York, Israel and the UK.  We also now see China
emerging as a force with which to be reckoned.
Save for pharmaceutical and biotech companies,
historically the northeast has been deficient in
large tech-oriented enterprises.  This is rapidly
changing and, we believe greatly strengthens
Activate’s marketplace.  As you have no doubt
read, Amazon engaged in a much-publicized flir-
tation regarding their locating a second headquar-
ters office in Queens which was to bring 25,000
jobs to the city.  Due to corporate hubris and the
arrogance of a number of political figures in New
York, the deal fell apart.  I don’t intend to rehash
the arguments here, but suffice it to say, I think
this is a loss for the city.  Happily, it is not as seri-
ous as the headlines suggest because fundamental
trends are afoot which are steadily strengthening
New York City’s position as a tech hub.  Google
has announced plans to invest $1 billion and add
12,000 employees in the lower west side of
Manhattan in three locations, St. John’s Terminal,
Chelsea market and Pier 57.  This will roughly
double the Google worker population in the City
– all within about 25 minutes by subway from
Activate’s NY office.  Also, despite the Queens
debacle, Amazon has announced they will dis-
burse their expansion among 17 U.S. locations -
including Manhattan. In addition, Uber and Apple

“As a share of the population, New York has far fewer programmers,  software developers and similar workers than Silicon Valley and Seattle. In
raw numbers, however, the New York area has more such professionals than any other urban area.” Amazon, Tech Could Keep Gaining Ground
in New York by Ben Casselman & Keith Collins & Karl Russell – NYT.com, February 15, 2019
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Activate Portfolio News
Profitable Exit

In December 2018, Activate II had an
early profitable exit in Digital Pharmacist.
AV II invested approximately $3.05m in
Digital Pharmacist over a 1½-year period
beginning in July 2016.  AV II’s share of the
proceeds, including amounts held in escrow,
is approximately $16.9 million, generating
approximately a 5.5x multiple of invested
capital and a 157% internal rate of return
(IRR).  The $16.9 million proceeds repre-
sents approximately 30% of AV II’s
Committed Capital ($56.9 million) whereas,
to date, the Fund has only called approxi-
mately 21.25% of Committed Capital ($12
million).  

We are grateful to Digital Pharmacist’s
management team which did an excellent job
growing the business and improving its prod-
ucts, which help independent pharmacists to
engage their patients more effectively.
Activate II Invests in HighQA

In December 2018, Activate II invested
$1.3 million in HighQA, a New Jersey-
based company.  Activate led the  $2 million
Series A financing round with participation
from Milestone Venture Partners IV and
Leading Edge Ventures. HighQA is
Activate’s seventh portfolio company. 

HighQA has developed a unique software
solution for manufacturers that automates
their quality inspection processes.  The com-
pany’s initial product, called Inspection
Manager, utilizes a proprietary and patented
technology that it calls Optical
Manufacturing and Quality Character
Recognition (OMQCR) that it combines with
a proprietary engineering artificial intelli-
gence engine, to automate what has histori-
cally involved a disjointed and manual
process of interpreting data from CAD-CAM
drawings and determining inspection plans.

HighQA is targeting participants within
the automotive, aerospace and medical prod-
ucts industries, which are characterized by
having complex, multi-tiered supply chains
and where suppliers are highly inter-depen-
dent upon one another for precise and accu-

Continued on Page 2
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rate parts production.  To date, the company has secured over
200 customers in all three of its targeted sectors.

Predecessor Funds Portfolio News
Profitable Exits

Originate Growth Fund #1 enjoyed a 17X return from the
acquisition of FSAStore.com by a large, private equity fund,
for total consideration of $144 million.  FSAStore operates e-
commerce solutions for holders of flexible spending accounts
and health savings accounts.  In addition to its direct-to-con-
sumer efforts, FSAStore.com enjoyed deep relationships with
the leading TPAs which added its services as part of their own
offerings to more than 10 million holders of tax-optimized con-
sumer-directed health plans.  This successful investment out-
come follows Activate partners’ previous successful experi-
ence with CareGain, a pioneer in providing solutions enabling
consumer-directed health plans.

Originate portfolio company, Micro Interventional
Devices, successfully conducted its tenth live in-human mini-
mally invasive repair of the tricuspid valve.  This revolutionary
procedure addresses a significant potential opportunity for
structural heart repair for individuals who otherwise are in con-
gestive heart failure.  The procedure is demonstrating the abil-
ity to reduce ‘leaky valves’ and regurgitation of blood flow in
both the mitral and tricuspid valves.

In December 2018, MVP IV had a profitable exit in Digital
Pharmacist. MVP IV invested $2.1m in Digital Pharmacist
over a 2½-year period beginning in October 2015.  MVP IV’s

Portfolio News Cont’d from Page 1plan local expansion. These develop-
ments are very auspicious for our firm.
We expect to see the acceleration of a
synergistic pattern that other VC hubs
have experienced.  Sophisticated tech-
forward companies attract tech-oriented
talented personnel.  These companies
also rely on an array of smaller firms to
service their requirements which they
prefer to purchase rather than develop in-
house.  In addition, they routinely pur-
chase rapidly growing smaller firms, in
order to enhance their corporate strate-
gies and to accelerate their growth.
Further, these big enterprises experience
turnover (about 15% per annum). These
individuals leave for many reasons –
often to pursue their entrepreneurial
plans.  For years, one of the ubiquitous
venture capital clichés about the US east-
ern corridor was that there was insuffi-
cient talent available to staff tech compa-
nies.  This has changed markedly.  I felt
a warm glow recently when Jeff Bezos
declared that the talent pool in NYC was
one reason for his initially selecting the
company’s new Queens locale.

But our area of concentration still has
challenges.  A recent Wall Street Journal
survey ranked the nation’s top 20 airports
measured by 12 criteria such as on-time-
arrival percentage, percent of flights can-
celed, flight prices, quality of food etc.
etc.  Philadelphia was ranked 17 while
NYC’s three airports closed out the field
at 18, 19 and 20, respectively.  However,
we take some comfort from the fact that
$24 billion in refurbishing expenditures
are underway at the three NYC facilities.
Another challenge Activate faces is,
ironically, the prosperous growth of the
venture capital community (see box on
right).  This is wonderful for entrepre-

neurs, but the amount and velocity of
competitive capital poses a challenge for
VCs in that it makes it difficult to nego-
tiate attractive entry-level valuations and
we have to move swiftly which compli-
cates deliberate due diligence assess-
ment.  Fortunately, these pressures are
mitigated for us because we focus on
some communities well beyond the
NYC metropolitan area, particularly,
Pennsylvania. 

Our partners in Bethlehem, PA, find
that there is less competitive capital
available resulting in more attractive
pricing and a more measured pace for
assessing opportunities.

On balance, we are quite pleased with
our current position and excited about
the opportunities that we anticipate will
surface in the course of 2019.

My partners and I remain grateful for
your support of Activate and send our
warm wishes for a joyful & prosperous
New Year,

Edwin A. Goodman
Investment Partner

U.S. VC Investments Reached New All-time High in 2018

Source: PitchBook-NVCA Venture Monitor

share of the proceeds, including a small
amount held in escrow (less than 1% of pro-
ceeds), is just over $14 million, generating
approximately a 6.7x multiple of invested
capital and a 111% internal rate of return
(IRR).

MVP IV Invests in HighQA
As noted above, MVP IV invested

$500,000 in HighQA alongside Activate
Ventures II in December 2018.  HighQA
marks the fund’s twentieth portfolio com-
pany.    
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