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Capital Formation Committee 

Notes – Meeting 1 – January 18, 2012 
 
The group’s approach was to work through the list of recommendations as presented and 
discuss the merits of each. 
 
Recommendations 

1) Accelerate statewide angel network development 
Mention was made of a program used in Ohio that employs state funds to match and 
de-risk angel investment funds.   

Program is: Ohio Third Frontier 
 See: 
http://development.ohio.gov/ohiothirdfrontier/OhioInvestmentCapital.htm 
 
Oklahoma has also developed a model based on fund investment 
 Program is: OKAngel Sidecar Fund 
 See: http://www.i2e.org/access-to-capital/accelerate-oklahoma/okangel-
sidecar-fund/ 
 
The VC tax credit provides a similar incentive but on a smaller scale 
Indiana’s VC tax credit is: total investment for a given year x 20% or max of $1 million 
See: http://iedc.in.gov/entrepreneurship/venture-capital-investment-tax-credit 
 
Proposed federal angel investment tax credit (BIO): To be eligible, investors would 
have to invest in a company with fewer than 500 employees performing qualifying 
research.  The credit would be equal to 50% of their investment. 

 
The purpose of the OH program is to ultimately spread the risk and bring more 
money directly to the company.  Companies can use both the investment tax credit 
and the state fund. 
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Another option is to use non-investor (i.e. state funds) for the administration costs associated with running an 
angel fund, so that all of the money invested goes to the company.  It is believed that in OH, the money is 
provided to regions to use as they see fit. 
 
Identifying and educating angel investors is the first phase of the process and the most difficult.  Having 
access to shared diligence resources (distinguishing between administrative diligence and technical diligence) 
would benefit investors and help channel funding.   Connecting resources between angel investor groups 
would also be helpful (for groups interested in participating).   
 
Some efforts are already underway to develop relationships between angel investor groups (Oscar Morales 
with Stepstone Ventures is leading this process.  Oscar has been identified as a thought leader for this 
committee). 

 
 Existing angel networks in Indiana: 
 
http://www.halocapitalgroup.com/ 
http://www.ventureclub.org/ 

http://www.indianaangelnetwork.com/ 

https://www.business.nd.edu/gigot/irishangels/ 

http://stepstonebusinesspartners.com/index.htm 

http://gust.com/angel-group/innovation-angels-llc 

http://www.rainindiana.com/ 

http://apexoneequity.com/ 

http://purdueresearchpark.com/angel-investors 

 
1) Establish funding mechanism for pre-seed health science grants (replace 21 Fund) 

 
A potential solution is to identify non-governmental players to develop a seed fund.  If including hospitals as 
potential investors, fund investments might be more directly geared towards innovation in healthcare delivery 
vs. healthcare IT (which is a sweet spot of BioCrossroads).   
 
Such a fund might also focus on offering grants in the $50,000 - $250,000 range 
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Companies would be able to use that funding to bring in someone who is experienced at fundraising. 
 
Other suggestions include the development of mentor networks (limited to people who have been through an 
exit), use of an entrepreneur in residence program (used by Elevate Indiana), a similar program could be 
funded for < $1 million, and formalization of IBCN-like entity.  A challenge might be how to deploy these 
networks across industry sectors. 

 
2) Active programs to encourage redeployment of "success money" back into new companies 

There may still be a federal program that defers taxation on capital gains if investment funds are re-invested 
in another early stage deal.   
 
This item is interesting but not particularly actionable. 
 

3) Continued VC investment 
Noted but not particularly actionable 
 

4) Creation of a vibrant, functional, and transparent capital formation environment at the seed capital 
stage 
Potential use as the main recommendation.  Much discussion around “transparency”.   
 
General recollection of assistance infrastructure that was being developed roughly 10 years ago but left 
uncompleted.   
 
How successful was the SBIR matching program run by the state?   Are metrics available? 
Grant writing was a valuable piece of that program. 
 

5) more investment incentives for risk capital 
Discussed previously 
 

6) Increasing investment sources within the state 
Discussed previously 
 

7) More focus on initial capital eg. grant writing, prototype development etc.. 
Discussed previously 

 
8) Make start-up capital easier to obtain, less focus on business plans. 

Not recommended. 
 

9) There is a lack of Series A capital - No discussion 
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10) Bring back the 21 Fund as a life science engine - including the matching of SBIR grants and the 
matching of small firms with potential  investors, so all three sources of capital can be linked:  
Federal grants, State Match, Private      
Much discussion around the wisdom of investors feeding investments up the food chain and lack of 
implementation on this.  Re-visit discussion around need to educate investors 

 
11) Increase Venture Capital Tax Credit to 100% to jumpstart investment and new venture formation. 

Do people in Indiana pay a lower rate on capital gains on returns?  Has the eligibility limit ever been reached 
on the current VC tax credit?  This is an unlikely incentive. 
 

12) Identify/promote more commercializable technologies to draw investors' (and entrepreneurs') 
attention. 

Refer to Research and Technology Commercialization Committee 
 
Additional discussion around development and encouragement of use of foreign capital. 
Information on the newly created EB-5 investor visa program, as provided to the RTC committee  See: 
http://www.uscis.gov/portal/site/uscis/menuitem.eb1d4c2a3e5b9ac89243c6a7543f6d1a/?vgnextoid=facb83453d4
a3210VgnVCM100000b92ca60aRCRD&vgnextchannel=facb83453d4a3210VgnVCM100000b92ca60aRCRD 
  
From comments submitted to Research and Technology Commercialization Committee: 

There are over 900 small, medium and large pharmaceutical companies and over 450 small, medium and large medical 
device companies in India. Majority are looking for opportunities to develop new products in collaboration with US 
based companies. Once awareness is created for the opportunities in Indiana, substantial investment could be attracted 
from India. 
 
Another finance program could be used to bring in capital from India and other countries. US Immigration offers EB-5 
program for those interested in migrating to the USA. This program requires investment of $500,000 in the United 
States. This investment allows all members of the family to receive immigration card (Green Card) within 90 days. An 
investment program could be created for Health Care companies. This program could be offered to a registered 
company handling EB-5 investments.  China has invested over $450 million in 2009-2011.  This program is only now 
getting attention in India. 

 
Additional discussion around the changing role of corporate investors and group investors.  Might be possible 
to fund a position to know portfolios of corporate funds/SIGs, who they are investing in, and what those deals look 
like.  Strategic funds are of increasing importance, in lieu of availability of venture funding. 
 
See: A Model for Life Sciences Research Funding 
http://www.lifescienceleader.com/index.php?option=com_jambozine&layout=article&view=page&aid=44
67&Itemid=56 
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Suggestion for Recommendation:   
 
Create a vibrant, functional, and transparent capital formation environment at the seed capital stage 

a. Facilitate development of and coordination between angel investment groups 
i. Explore ways to de-risk and maximize investments 

1. See Ohio Third Wave Program 
ii. Reduce or share administration and diligence costs/resources (including potential for 

use of professional diligence sources) 
iii. Develop education/training assistance for angel investors 

b. Explore development of a pre-seed fund that is independent of governmental funding 
i. Funding from industry and healthcare delivery 
ii. Focus on innovation outside of IT space 
iii. Grants between $50,000 - $250,000 

c. Explore under-developed sources of funding 
i. Attraction of foreign investment funds (EB-5 Visa) to Indiana  
ii. Better networking with and knowledge of corporate and group investors (strategic $) 
iii. Attract people who know how to raise money 

d. Return focus to development of statewide funding infrastructure geared towards entrepreneurial 
support 

i. SBIR/STTR Matching Funds 
ii. Grant writing assistance 
iii. Technical Review Assistance 
iv. Business Plan Writing  
v. Mentor networks and Entrepreneur in Residence assistance 

 


