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Government Resources: Grants, Loans & Equity Investments
From State and Federal Government

for Specific Businesses
Sources for Seed Capital Infusion Prior to Raising Equity Capital From Investors

A. State of Illinois
1. Illinois Department of Commerce and Community Affairs (Chicago Office) (“DCCA” – pronounced “Decca”)
Technology Challenge – Grant Program
· 
State of Illinois DCCA Innovation Research Grants for Small Businesses.
· 
$4.5 million in 2001 awarded to 20 companies $250,000 each

·     $3.0 million budget for 2002 approximately 10 to 15 companies will be awarded $200,000 to $250,000 each. Usually 120 proposals, with 60 selections, narrowed down to 10 to 15 finalists.
· 
Purely a grant:  No repayment required, and no equity relinquished by inventor/entrepreneur
· 
Grants for seed or pre-seed money, R & D

· 
For “Creation of Jobs in Illinois” Company Receiving Grant Must
· 
Illinois Coalition is the screener and partner
· 
Submit 8-10 page plan

· 
Submissions between February and August; selections usually made in August; final evaluations & selections in October and November.  
· 
January to February, distribution of the grants.
· 
Award success odds:  This past cycle ≈ 10 to 1

· 
May combine grant with federal grants and private investment.
Illinois DCCA  www.commerce.state.il.us/
100 West Randolph, Chicago, IL

After reading website, if additional questions email Dave Gallagher at dgallagh@commerce.state.il.us
http://www.commerce.state.il.us/technology/Tech Dev.htm
2.
Illinois Development Finance Authority – www.idfa.com  (go to “products”)
· Technology Development Bridge (Venture Capital Investment). Illinois State provides Venture Capital Investments through IDFA.  Illinois matches $1 for $1 investments made by your other VC or “smart money” investors (not friends and family, but sophisticated money that has conducted its own due diligence).  IDFA matches up to $250,000 for its first match, and up to $400,000 for other (second stage match: IDFA’s second match in same company.)  IDFA gets same terms and conditions as your other sophisticated investor, and becomes a co-investor in that round.
· Community Energy Program Grants Available
· Grants to Keep Illinois Beautiful and DCCA’s Bureau of Energy and Recycling
B.
Participation Loans to Illinois Businesses. Reduced interest rate (like an SBA loan), with participation bank. Your bank, if it participates in government loans, or IDFA can introduce you to their banks. Normal credit checks and procedures apply.
C.
IDFA Film participation loans - like SBA loans total budget $500,000 per year for all films. Will loan up to $100,000 per film, matching with a bank. www.idfa.com/movie.htm  Must be collateralized by other assets you own, such as  your home or stock.  Film must be produced or post-produced in Illinois.
3.
The Illinois Coalition – Resources for Entrepreneurs, go to “entrepreneurial resources” www.ilcoalition.org  It is the screener for IDFA and DCCA.
4.
“Illinois Technology Business Network” - www.Illinoistechnology.org  Link to all the host of resources for commercialization of technology.  Go to the central logo, “Illinois technology business network”.

5.
Government Funded, Free Service Providers Who Assist Scientists in Applying for Grants
A.
Illinois Innovation Initiative – www.i3online.org  [Currently not in operation because federal and state funding absent] Not a grant source, but instead is a free service provider to scientists.  Helps scientists in the early steps to commercialize businesses – free assistance resources, but not funding.– Aid in building out technology; Mandated in 2000 by SBA to help development of intellectual property – idea must be patentable, no service, no consulting, no retail. See entire page of info below on i3.     
The Illinois Innovation Initiative is a technology commercialization activity provided by the Illinois Coalition, federally funded by the Small Business Administration, and operated by the Battelle Memorial Institute.
It provided access to Fermilab, Argonne, private sector (high-tech companies and investors) research universities, and federal, state and local governments.

Address: DuPage Technology Center; DuPage Airport Building, 2700 International Drive, Suite 201, West Chicago, IL 60185

Phone: (630) 845-6530

Fax: (630) 845-6580

Re-org in June 2002, these employees have been scattered:

E-mail: i3@battelle.org 

-
Catherine Whitney (630) 845-6526 whitneyc@battelle.org http://www.i3online.org
-
Jim Charney, executive director (was with SBA & SBIR); charneyj@battelle.org; 630‑845-6530.

-
Marcelo Quiroga:  630-845-6529

-
Keith Brumbaugh:  630-845-6528


B.
ITEC – Evanston
· www.northwestern.edu/itec
· Access to Funding Page:  http://www.northwestern.edu/itec/resources/access to funding: Jeff Coney:  847-467-5231; Bret Johnson:  847-491-2194 Nancy Sullivan:  847-491-2985

B.
U. S. Government
1.
Federal SBIR - Small Business Innovation Research Grants
· www.trecc.org; www.sba.gov/sbir/indexsbir-sttr.html
· grants.nih.gov/grants/funding/sbir.htm.

· The federal Bi-Dol Act charged: Universities with using federal funds to develop technology.

· However, intellectual property rights are retained by the government.

· $100,000 grant for Proof of Concept.
· Additional $750,000 for Development.
· High Risk research and innovation.
· Company must have less than 500 employees.
· Must be US owned, for-profit business.
· The principal inventor must work for the company.
· 10 US Government agencies participate, including:

· EPA

· NASAA

· Department of Defense

· National Institute of Health
· The US Government is RIGHT NOW spending $52 billion on Information Technology research and innovation, to address & open solutions to various issues, including:

· Security,
· Water safety,
· Others
·  Former Illinois Innovation Initiative’s Jim Charney’s Advice:
· Aim to commercialize and sell your product to businesses. Create and develop the technology ONLY if you can sell it to others.  Developing customers and delivering solutions to problems is more important than the technology itself. What is the market? Is there one? Who will buy the innovation?
· Don’t have government being your only customer.

· Focused on YOUR goals and business strategy.
· Talk to potential users inside and outside the government to evaluate market and interest.

· Get to know the programs and Program Managers and find out hot topics
· Purpose of SBIR:  Funds small businesses that pursue high risk research:
· Stimulate Innovation and Research to Innovation
· Small Business Less than 500 employees, for profit business U.S. owned business
· Principal investigator works for business

· Historical 
· See:  http://www.northwestern.edu/itec/resources/access to funding
· Congress mandates 2.5% of total R&D expenditures go toward SBIR and STTRs in 1998-99:  $1.1 billion dollars in 3,022 Phase I awards and 1,320 Phase II awards
· Illinois ranked 17th in 2000 for awards ($17M vs. $215M in CA)


●
3 Phase Program

· I:  up to $100K; prove technical merit or feasibility

· II:  up to $700K; expand Phase I, develop prototype, evaluate commercialization potential

· III:  No funds currently available, must find private funding


●
Pros

· Funds early stage research and development unlike most equity financing

· Inventor Retains Intellectual property
· Up to $850K in funding over 1-1/2 years
· Some agencies match private investments after Phase II
· Odds of receiving grant ≈ 6 to 1; in contrast to VC firms 100 to 1 odds)


●
Cons

· Long time to funding, must plan way ahead: 6 month proposal review schedule (though in the current difficult Venture Capital market, 6 months could be deemed short!)
· Government Hoops to Jump Through

●
Examples of Open & Closed Solicitations www.zyn.com/sbir/scomp.htm.  Search on topic names in the scientific field to find open solicitations between  for government agencies, such as NSF and DOL.
2.
Small Business Technology Transfer Program (STTR)

●
www.sba.gov/sbir/indexsbir-sttr.html 
●
Purpose & Criteria:  
· Promote collaboration through joint venture opportunities between small business and the nation’s premier nonprofit research institutions (such as universities).

· Less than 500 employees, for profit business, U.S. owned business.

· Principal investigator works for business or non-profit partner.
· Statistics

●
5 Federal Government agencies participate (DoD, DoE, HHS, NASA, NSF)

●
Illinois ranked 23rd in 2000 for awards (less than $1 million in Illinois, while. $9 million in California)


●
Three Phase Program

· Phase I:  $100,000.  1 year, exploration of the scientific, technical, and commercial feasibility of an idea or technology

· Phase II:  up to $500,000.  2 years, must expand Phase I results.  Covers R&D work by developer, covers developer consideration of commercial potential.

· Phase III:  No STTR funding available. Private funding required.

3.
Broad Agency Announcements (BAA) by US Government

●
BAA Information Deliver System (BIDS)



●
https://www.bids.tswg.gov/tswg/bids.nsf/Main?OpenFrameset

●
Anti-terrorism BAA



●
2.5% of awards set aside for small business



●
Phase I submittal due Dec. 23 (one-page Summary & chart)


●
Phase II submittal due January 11:  White paper (<12 pages)

●
Commercialization or Technology Transfer strategy discussion is required



●
Phase III:  Full Proposal (<50 pages)



●
<1 year project, in general

●
Examples:  Speech Recognition, Image processing, IT integration, bio and chemical detection
4.
Department of Energy Inventions & Innovations Program

●
http://www.oit.doe.gov/inventions/

●
also see:  http://www.eren.doe.gov/solicitations.html
●
For conducting early development and establishing technical performance of innovative energy saving ideas and inventions.


●
2 stages:



●
Category 1:  up to $40,000 for conceptual ideas

●
Category 2:  up to $200,000 for more well developed inventions moving towards prototype development or commercialization.

5.
Publication Services for Federal Solicitations

A.
Commerce Business Daily (CBD) http://cbdnet.access.gpo.gov/

B.
Federal Register – Department of Education
Bret Johnson – ITEC-Evanston www.ed.gov/legislation/FedRegister/announcements/index.html

C.
Research Funding Opportunities and Administration (TRAM)
http://tram.east.asu.edu/index.html
6.
CRADAs (Cooperative Research and Development Agreements)
Search for CRADAs by federal agency

7.
ATP (Advanced Technology Program) http://www.atp.nist.gov/
8.
Enhanced NICC Commercialization Awards Program Solicitation

●
http://www.nasa-illinois-org/Solicitation.htm
●
Stimulate the formation and growth of science and technology industries in Illinois by providing companies better access to NASA technology capabilities and resources via financial assistance

●
Grants provided to facilitate collaboration with NASA researchers

●
Goal:  enhance the capabilities of companies to compete for Federal grants and enhance product lines, or develop new products

9.
Women’s Business Development Center – helps write business plans

www.wbcd.org
10.
United States Small Business Assn. -  www.sba.gov.  Loans take a long time. Partner with your bank or participating bank.
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