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Rich Bendis BIO

<Founder & CEO Innovation America
<-Editor and Publisher innovationDAILY
<-Active Venture Capitalist & Angel Investor
<-Founder & President of Innovation Philadelphia =
<Founder & President of Kansas Technology Enterprise Corp

<Int’l Speaker & Consultant to over 20 countries & 25 states/regions
<-Board member TechnoPolicy Network, The Hauge

<-Consultant to the United Nations & NATO on IBED

<Founding Board Member of SSTI and NASVF

<Former member of the U.S. Innovation Partnership Advisory Board
<-U.S. member National Academy of Sciences (SBIR Review Committee)
<>Member Eisenhower Fellowship Selection Committee

<-Board Member of University City Science Center — Philadelphia
<-Chairman & CEO of Continental Healthcare Systems (NASDAQ IPO)
<-Former Executive with Quaker Oaks, Texas Instruments, Polaroid &

Marion Laboratories
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A Growing Population

World population
will grow from
6,892,669,975 to
9,149,984,000

32.4% Increase

- Source: Scientific American, 2010
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Growth of World Population and the

Population (millions)
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The Global Innovation Imperative

*Innovation is Key to Growing and Maintaining a
Country’s Competitive Position in the Global
Economy and to address Global Challenges

*Collaboration among Small and Large
Businesses, Universities, and Research Institutes
Is Essential for Innovation & Commercialization

*New Institutions and New Incentives, are
increasingly important to support collaboration and
foster innovation

Competitive advantages are increasingly tied to
human capital and innovation

*Economic growth is closely related to education/
workforce, energy, climate change, environmental,
natural resource, geopolitical issues &
entrepreneurship
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How Leading Regions Respond to the Innovation Imperative?

They are providing four
things:

*High-level Focus

*Sustained Support for R&D:
Leveraging Public and Private
Funds

*Support for Innovative SMEs

New Innovation Partnerships
to bring new products and

services to market
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Why Is Innovation Essential?

INNOVATION
DISTINGUISHES
BETWEEN A LEADER
AND A FOLLOWER.”

-STEVE JOBS
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Defining Innovation

INNOVATION is the creation
and transformation of
knowledge into new
products, processes, and
services that meet market
need....... and interactions,
entertainment forms, and
ways of communicating
and collaborating
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Open Innovation Defined

“Open innovation is a paradigm that
assumes that firms can and should

HENRY CHESBROUGH

use external ideas as well as I ;

internal ideas, and internal and {_} i" S .. %";

external paths to market, as the INNOURTION

firms look to advance their S —

technology.” " oo |
Henry Chesbrough
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Trends & Predictions in Open Innovation

slnnovation involves more than just R&D
(seriously!)

*Not enough invented here so look outside
‘ldeas are precious so manage them

*Experiment with Collective Intelligence and
crowdsourcing

‘Innovate the Innovation Process (and do it
properly for a change)

lnnovators learn to love measurement and ROI

*The future is cheap ... and coming from the
bottom of the Economic Pyramid

‘Don’t be surprised that your CEO gets very
interested in innovation

slnnovation with full-time staff & a full-time
trained staff are best.

‘ Source: Mark Turrell, CEO of Imaginatik
imnovation
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Change Is Inevitable

“ It is not the strongest of species that survive, nor
the most intelligent, but the ones most responsive

to change. -Charles Darwin
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The Six Driving Forces of Change
Commoditization
*The Digital Revolution

*Social Mediaization throughout
society

*Global Open Innovation

The Turbulent World

*Acceleration (or running faster to
stay in the same place)

mnovation
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Implementing a New Innovation Paradigm

* Deviate from traditional perspectives

* Encourage public investment and risk taking

* Develop trust through collaboration

* Ensuring responsiveness to partners’ missions

« Build consensus of all constituents through education,
participation, and positive outcomes

* Move from Tech-Based Economic Development (TBED)
to.....

Innovation-Based Economic Development (IBED)

nnovation (7 reconen
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Goals of Innovation-Based Economic Development

Intervene at the margins of private sector investment flows
of capital (financial and intellectual) to:

e Address economic transition

« Capture the benefit of investments in Goa |6
research and development, higher
education \

« Build entrepreneurial cultures 2,

* Help existing industries modernize 5

« Diversify both rural and urban
economies

 Develop global innovation network

mnovation
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Innovation Paradigm Shift

PROOF OF CONCEPT PROOF OF COMMERCIAL RELEVANCE
(Technological Feasibility) (Market Pull)
“It Works!” “I'll Buy It!”

.e_?'
[

The Historic (,20]6D Garage

invent .5 CASH IS KING!



University Commercialization Centers

=3

[

Academic
Research

* Federal Grants

e Corporate
Sponsored
Research

mnovation
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THE GAP

» Technology risk
» Market risk
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Commercial
Enterprise

Investors
Commercialize
* Angels

e VC’s

e Corporations
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Innovation America Commercialization Model

~—» PUBLICATIONS

UNIVERSITIES, FEDERAL GRANTS, PRIVATE R&D, BASIC RESEARCH, INVENTIONS » PhD’s
—...» TENURE
~» PATENTS
PROOF OF
REINVESTMENT CONGEPT

PRODUCT
DEVELOPMENT
RESEARCH

NEXT GENERATION
PRODUCTS
WEALTH CREATION:

FUNDING &
COMPANIES ENTREPRENEURIAL
JOBS, PRODUCTS RESOURCES
& PROFITS

PROTOTYPE
PRODUCT
GENERATE EQUITY,
ROYALITIES,

& LICENSE FEES PROOF OF

RELEVANCE
MAKE TECHNOLOGY
SPINOFF TRANSFER INVESTMENT GRADE
COMPANIES TECHNOLOGY
© Copyright Innovation America 2011 TO INDUSTRY
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\\\...!/ University of Wisconsin-Madison

University Research Park

e 255 Acres developed

e 36 Buildings; 1.5M sq. ft under roof
e $160+ Million value

e $3 Million per year in property taxes
* 114 Tenants with over 3,500
employees; average salary $60K

e $210 Million in annual payroll

e Metro Innovation Center just opened
e URP? being planned

University of Wisconsin-Madison
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\.// University of Wisconsin—Madison

Wisconsin Alumni Research Foundation
“"WARF”

e Receives = 400 disclosures
annually; Accepts = 65%

e Licenses = 70 technologies
annually (30% to WI companies)

e Provides = $80 million to University
annually

e Pays Royalties to 300+ UW-
Madison researchers

e Holds equity in 40 UW Spin-offs

University of Wisconsin-Madison



Investment
Grade
Technologies

Development
Risk

*Applied Research
Project
*Innovation

*Development
Risk

*Market Risk
*Management
Risk

*Growth Risk
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Kansas ICC'’s

Innovation
and
Commercialization Corporations
Independent 501(c)(3) not-for-profit
Independent Board of Directors Start_up
President with commercialization experience
For Profit Seed Capital Funds Comp any

*Business Plan Consulting o .
*Financial Expertise M ar k el RZS k
*Management & O [ .

Operations Consulting ' Seed Capltal
*Marketing & Sales Laboratory & EH

Strategies — OfficeSpace 2| 'e]Market Risk
*Guidance in Accessing .

Financing H Hﬂﬂﬂ] H| *Management Risk
*Training S S — .
*Market Research 'GTOWth RISk

«Due Diligence General Incubator

*Technical Review Services
$ Quality
Investments

TECHNOLOGY
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Innovation Ecosystem

INPUT “INTERACTION FIELDS” OUTPUT

Jobs

Education/ Human
Resources Wealth

Knowledge
8 Creation

Creation Human Networks

Networks of Funds Commercialization
Basic
&
Translational

Research

Regional Clusters New Products &

Services

University-Industry
Collaborations

New Markets

1daosuo) Jo Jooud
90UBA8|9Y JO JOo.d

IP Strategies
Companies

The concept of the Innovation Ecosystem stresses that the flow of
technology and information among people, enterprises and institutions is
key to a vibrant innovation process.

nnovation (T oo
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Wisconsin Innovation Eco-System Participants

Wisconsin Economic (((%W SCONS
, \ : ISCONSIN
Development Corporation & bl —_

OFFICE OF COUNCIL B
@ CORPORATE RELATIONS
University of Wisconsin-Madison /

WSRC

Wisconsin Security

. Wi sSCons i n \/ Research Consortium
Ii! hd /A‘I;: F: : v ENTURE INVESTORS

va = . Innovation |
Wisconsin Alumni Researc h Foundation
, WI1I1 Network | %\
N MOMENTUM
. WEST
| Wiscontrepreneur
" W I S c 0 N S I N A Program of the UW-Madison Office of Corporate Relations A &) 1’

ENTREPRENEURS” NETWORK

The Smart Connection (M7 Tox Vaa,ey

thr!ye [ ]

J
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Model Ecosystem

ACADEMIA INDUSTRY

» RESEARCH/T2 * PROFIT
* LIFELONG LEARNING * PROCESS
« ECONOMIC DEVELOPMENT « PRODUCT

INSEPARABLE

MISSIONS

GOVERNMENT FOUNDATIONS

« SUSTAINABILITY « EcoNoMIC GROWTH
 QUALITY OF LIFE e COMMUNITY INVESTMENT
« ECONOMIC POLICY » REGIONAL COLLABORATION

nnovation (T oo
AMERICA® 201 % TECHNOLOGY

COUNCIL




CLEVELAND

oundation

Cleveland

MONSANTO

IBED Foundation Funding

M Hemz Company

St. Louis

mnovation
AMERICA® 2011

1w economy
initiative

for southeast michigan

Detroit

24

CLAUDE
WORTHINGTON

BENEDUM

FOUNDATION

West Virginia
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Regional Innovation Clusters (RICs)

RICs are a geographically-bounded, active network of
similar, synergistic or complementary organizations
which leverage their region’s unique competitive
strengths to create jobs and broader prosperity.

Y N
' CAROLINA“I

-~ -
.

. " < Nashville
l TENNESSEE

nnovation (T oo
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E-D-A

U.S. ECONOMIC DEVELOPMENT ADMINISTRATION Re g i O n a I I n n ovati O n C I u Ste rs

Five Key Components to Consider When Defining Unique Regional Assets

What you make, including
your existing &
prospective industry
clusters

Your capacity to create
companies wholly new or
from existing firms

What you do: your
workforce skills & human
capital base

Your capacity to innovate
and generate new ideas

Location, Infrastructure, Amenities,
Factor Costs, Natural Resources

The basic conditions defining the
economic milieu of the region

mnovatzon© . ép‘%%SCONsm
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Best Practices in RIC Management

* Regionally-Led from existing networks & assets — bottom-up
approach

* Involve partnerships between private and public at all levels
(i.e. local, regional, state, and Federal)

* Unique strengths of region are built upon rather than trying
to copy other regions (i.e. everyone can’t support a biotech
cluster)

+ Different strategies are developed for different clusters
« Well-funded initially and self-sustaining over the long-term

* Linked with relevant external efforts, including regional
economic development partnerships and cluster initiatives in
other locations

nnovation é(”%wlmm
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Government's Role in Innovation

Long term vision and planning

|dentify gaps and trends in science,
technology, innovation and SME
development

Be a catalyst through long-term strategic
investments and partnering

Develop a balanced and flexible research
and development investment portfolio

Encourage private sector innovation

Establish performance-based research and
development

Accelerate the commercial exploitation of
creativity and knowledge

mnovation
© 2011
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Government Innovation Programs

{
[ 6 h
0
)
Cha[[enge OQJOBS & INNOVATION

ACCELERATOR CHALLENGE
= 0

MEP + MANUFACTURING
EXTENSION PARTNERSHIP

U.S. DEPARTMENT OF

WENERGY

R o 20 ey
) AMERICA Jﬂ§ TectiNor



Kansas Strategic
Technology Cluster
Assessment and a
Plan for the

21st Century

Published by The
Kansas Technology

Enterprise
Corporation ((C
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Linking Opportunity With Capacity

Figure 1-2
Linking Opp ortunity & Capactty:
An Assessment Model

Opportunity High Opporwunity High
t ; Capacity Low Capacity High
Z
- =
P — |
e g -
° =
a.
o
(@] 8 Cpportunity Low Cpportunity Low
- Capacty Low Capaaty

Low ‘ Medum‘ High

nouaion Capacity é@% T
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The Kansas Cluster Experience - 2010

Human BioSciences

DORGA ATIO

Kansas BioScience
Authority (KBA)

www.kansasbioauthority.org

*$581m Fund

*Build world-class research capacity,
growth of bioscience startups, expansion
of the state’s bioscience clusters and
facilitate industrial expansion and
attraction.

Value-added Agriculture and
Ag Bio

National Agricultural
Biosecurity Center (NABC)

http://nabc.ksu.edu/content

*$500m Research Center
*Focused on protecting America's
agricultural infrastructure and economy

from endemic and emerging biological
threats.

Aviation

National Institute for
Aviation Research (NIAR)

www.niar.wichita.edu

24 year-old research and tech-transfer
center established to advance the
nation’s aviation industries that may
benefit from aviation-related
technologies.

Information and
Telecommunications &
Computing

Software and Technology
Association of Kansas
(SITAKS)

www.sitaks.com

Advocate for Kansas’ software and
information technology sector to help
Kansas’ software and IT companies grow

and succeed.

mnovation
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Economic Development is like a
4 - legged stool:

- Attraction

 Retention

«  REINVENTION

«  Grow Your Own

IBED requires patience and
persistence, continuity and
consistency &

Retention

Working with early-stage
companies takes time

A balanced portfolio economic
development strategy is best!

mnovation
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Economic Development

Attraction s
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8 Reinvention
|
Start-ups
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Convergence of Traditional Eco Devo & IBED

Traditional Innovation
Assets: PHYSICAL KNOWLEDGE
Competitive Basis: Natural resources Specialized talent
Highways / Rail Networks, Clusters,
Proximity University research,
Costs Commercialization, Market
Positioning Globalization
Key values/offerings: Business parks Access to research
Incentives Workforce competencies
Lifestyle
Lead Organization: Chambers / ‘ Economic developers
EDCs

INNOVATION INTERMEDIARIES

nnovation (7 reconen
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What is a Innovation Intermediary?

An Organization at the Center of the region’s, state’s or
country’s efforts to align local technologies, assets and
resources to work together on advancing Innovation.

¥ —

Wisconsin %}
Economic (((‘ WISCONSIN
Development § TECHNOLOG

Corporation COUNCLL

Make the leap to a whole
world of new opportunities

innovation («”@;)WISCONSIN
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215t Century Innovation Intermediary

Connectivity
Key Human &
Institutional Players
Cluster Management

Leverage
&
Alighment

Funding

Resources

Wisconsin @:
Economic (((\ WISCONSIN
Development TECHNOLOGY
Corporation COUNCIL

mnovation
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Program Management
Proof of Commercial Relevance
Direct Investment
Angel Capital
SBIR Programs

Technology Mining / Intellectual
Property Programs

Innovation
Road Map
Implementation

Research
Marketing
Positioning

of the Strengths of
the Innovation
Economy

36
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Intermediary Best Practices

* Longevity

« Bipartisan Support & Champions

* Independent Organizations

« Continuous Reinvention
 PRIVATE SECTOR LEADERSHIP
« Understand Return On Investment

« Sustainability In Funding

 Accountable
 |nnovative

« Effective Leadership

mnovatwn@ - - g((c%%éﬁ%ﬁ%
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Innovation Intermediary Commercialization Services

Proof of Concept Technology Concept Market Needs Venture Assessment
Analysis Assessment
Development Phase
Feasibility Technology Feasibility | Market Study Economic Feasibility
Planning Engineering Prototype | Strategic Marketing Strategic Business
Plan
Introduction Pre-Production Market Validation Business Start-Up

Prototype

Commercial Phase - Proof of Commercial Relevance

Full Scale Production

Production

Sales and Distribution

Business Growth

Maturity

Production Support

Market Diversification

38
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Successful Funding Models

Third Frontier

Innovation Creating Opportunity

Ohio
@

QL0

(s fR)

KANSAS BIOSCIENCE
AUTHORITY

TNInvestco #'lTDC

TENNESSEE TECHNOLOGY
DEVELOPMENT CORPORATION

MICHIOAN

Economic Development
Corporation

POSITIVELY
MINNESOTA
tment of Employment

Depar

mnovation
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$700M 5-yearBond Issue
62% Taxpayer vote approving

$581M 15 year Wage-tax TIF

$160M VC Premium insurance
Tax Incentives

$175M Budget

$60M Angel Tax Credits

> ‘WISCONSIN
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‘Swipe From The Best, Then Adapt.”

R
' > 4{;“.’ .
s A

---Tom Peters
mnovation (((ﬂ?;;) WISCONSIN
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@ Ben Franklin
Technology PArtners
NYSMi&?@

NEW YORK STATE OFFICE OF
SCIENCE, TECHNOLQGY & ACADEMIC RESEARCH

DECD

Depa tment fE conomic

KANSAS BIOSCIENCE
AUTHORITY

MICHIOAN

Economic Development
Corporation

\ innovation
AMERIEA© 20M

First State

Ohio

‘ | OWA
innovation
Corporation

GEORGIA
RESEARCH

INNOVATION

OCAST’

YTGF“ A D

e N W, W'k

Turning innovation into ndustry

41

ALLIANCE

U.S. State Innovation Programs

Third Frontier @}I-E DCO

Innovation Creating Opportunity

Technology-Development-Corporation
Maryland...Technology Starts Here.

cch &
NINANF

NEew JERSEY ECONOMIC DEVELOPMENT AUTHORITY

e

SHTTDC

TENNESSEE TECHNOLOGY
DEVELOPMENT CORPORATION

A RKAWNSGSA A S
SCIENCE & TECHNOLOGY

AUTHORITY
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Pennsylvania’'s Sustainable Government Innovation

*Pennsylvania Governors Thornburgh,
Ridge, & Rendell, discuss the
importance of committing to economic
development through science,
innovation & technology

*The governors focused on the effects
that short-term decisions would have
on long-term goals

*Three important ideas:
*Think outside of the box
Measure your results and

*Tell your story well.
nnovation (7 reconen
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Technology Investment

% Technology-based Economic Development Tools Along the Continuum

Concept : Formation : Growth . Maturity . Reinvention

Ben Franklin Tetrmulag].r:Fartners
BFTDA Technology Grants ' ' ) —

EFTDRYTSIBE Venture Programs

BFTDA University Pragram . . rﬁ_//"/| I

Center for eBusiness an:[ Adwanced IT

A CURE Program
E Idea Foundry
B
&
"-E Keystone Inmowation Lones / Inmovation Grants |
E Life Sciences Greenhowse Initiative ; . )
E Mew PA Venture Guarantﬂ.lf'
= Mew PA Venture InvestmenbProgram

PA Initiative for Nann‘tec;nnl[rgr
. PATechnical Assistafice Pragram
Pennsylvania Angel Nebwork
Fua-.nalnd KIZ TaIJI:md-il:s

Technology Collabaorative

Pre-seed Seed SeriesA  SeriesB/C Mezzanine

innovation é(@) .
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Best Practices in IBED

Third Frontier

|
Oh 10 Innovation Creating Opportunity
The Ohio Third Frontier represents an unprecedented and bipartisan
commitment to expand Ohio's technological strengths and promote
commercialization that leads to economic prosperity throughout Ohio.
Designed to build world-class research programs, nurture early-stage
companies, and foster technology development that makes existing industries

more productive, Ohio Third Frontier creates opportunity through innovation.

"Ohio's $700M Third Frontier initiative is a comprehensive, professionally run
effort to build world-class research capacity, promote interaction between
research and industry, and commercialize R&D." —

National Governor's Association and Pew Center for the States

hi velocity

nnovation (7 reconen
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099 Best Practices in Innovation-Based
s fR) + Economic Development

+ $581 million state-funded independent
bioscience TBED organization

— $75.5 million program budget; $3.5
million operating budget
— 18 employees (8 “deal” people)

* Investment priorities

— Expand the quantity and quality of
bioscience research

— Focus on the commercialization of
bioscience discoveries

— Foster formation and growth of
bioscience companies

— Position Kansas for international
leadership in key clusters

T e




0'0 How the Fund Works
s fR) +

KANSAS BIOSCIENCE

Set Baseline Tax Revenue for
Bioscience Companies (NAICS) and Research Institutions

Measure Actual Incremental Growth Repeat
in State Bioscience Taxes annually
for 15 years

Increment of Growth
to
Bioscience Fund

Kansas Bioscience Authority
Fund Programs & Repay Bonds

prers in Bio e
0000000000000 0000000000000000000000000000000000000O°OCKYOCYOIYOINYONYONYYYN
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Tennessee TNInvestco

* Provides no less than $160M of financial capital
to be invested in small businesses in Tennessee

* Funded by deferred insurance premium tax
credits

* Focused on early stage, equity investments ‘H\J W\/@Q
|
» Targeting high-growth companies for 3 < ‘CO

“transformational” outcomes

* Professionally managed private sector funds

 Creates the opportunity for financial return to
state government

» Access to Capital

A New Program...... A New Approach...

mnovatwn@ - 47 é(:%%gg%%m
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Principles of Capital Formation Policy

Capital must be pooled in the most efficient and cost-
effective manner possible.

State must not subsidize private sector competition
In markets that are well-served by existing
Tennessee businesses or investors

Process of choosing fund managers must be competitive
and free from political influence

Policy should prioritize financial returns when VC funds serve as

agents and economic development returns when state manages
Investments

Economic development investments must serve to facilitate
private sector investment

Areas for improvement on the economic framework based on
capitalization & fund structures are needed.

imnovation *TrDC
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Smart State VC Programs

Align with Economic Development Strategies

Good policy

Focus on seed and early stage
“transformational” investments

Invest in funds aligned with
state’s R&D base and priorities

Include first-time fund managers
looking to establish track record

Require funds to lead early stage
investments prove “value add”
capabilities beyond money

Prohibit related party or prior
portfolio investments

Bad policy

Allow collateralized investments
in later stage businesses

Invest in technology-agnostic or
industry-agnostic funds

Invest in “last hurrah” or
“Lazarus” fund managers

Permit syndications between
multiple funds in state program

Allow funds to throw capital into
good deals that would happen
with or without them

Slide courtesy of Eric Cromwell — Cromwell Schmisseur LLC, 2011 49



InvestMaryland

INVESTMARYLAND

Fueling Innovation + Creating Jobs

InvestMaryland will provide funding to spur growth and
innovation — it is a premium tax credit program designed to
create thousands of jobs and revitalize venture capital funding
in Maryland. This $70 million fund, approved by Maryland
lawmakers during the 2011 General Assembly, is the largest
venture capital investment initiative in the State’s history.

mnovation
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Innovation 2 Enterprise - Oklahoma

*Private not-for-profit Oklahoma corporation 0 o

focused on wealth creation by growing the ' I2E
technology-based entrepreneurial economy. e —
*Works directly with entrepreneurs, researchers

and companies to assist in help them

commercialization of technologies, launch and ‘i el

grow new businesses and access needed

capital. h
*Funding
*Proof of Concept Fund

*Seed Capital Fund
*Angel Network

=\Al

p 990 DD
E- ) um

*Entrepreneurial Development

mnovation . é? i >¥VISCONSIN
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Best Practices in Innovation-Based Economic Development

__ the ZANG lab-is-located at the USTAR building

—

mnovation
AMERICA® 201

USTAR has created a number of
research teams at the University of
Utah and Utah State University.
Spearheading these teams are
world-class innovators hungry to
collaborate with industry to develop
and commercialize new
technologies.

Research Teams engage with
innovators and entrepreneurs

around the state of Utah. Learn to
maximize your innovative business
potential by collaborating with

USTAR in your region, particularly if
your product or service matches a
USTAR focus area. P wrsconsin

52 é? TECHNOLOGY
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Regional IBED Intermediaries

0®® &=
* NorTech| &
aping Northeast Ohio's Technology Futurd +—

jumpstart

E [] Cleveland Clinic ;E{;}f;-:BIOEmerprise

Innovations

ANN ARBOR

sclence g PARK
Ce nter %/:/‘ IGNITING INNOVATION
Innovation Works
DESHPANDE CENTER
‘ FOR TECHNOLOGICAL INNOVATION B T B C
» h BIOSCIENCE & TECHNOLOGY
(ZZ ~ CONNECT- BUSINESS CENTER
AT THE UNIVERSITY OF KANSAS
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Northeast Ohio IBED Intermediaries

NorTech, (the Northeast Ohio Technology Coalition) is a nonprofit

N -I— h Technology-Based Economic Development (TBED) organization that
OI’ eC champions growth in Northeast Ohio's 21 county region. Foundation

Sha apir (1\ st Ohio's Te funded-

o © JumpStart is creating economic transformation in Northeast Ohio by
.® @ providing resources to entrepreneurs to grow their high potential,
. early stage companies.
JjuImps tart
whi n BioEnterprise is a business formation, recruitment, and
."...iz BIO =NTO } ‘ i acceleration initiative designed to grow health care

companies and commercialize bioscience technologies

Team NEO advances Northeast Ohio’s economy by attracting
businesses worldwide to the 16-county Cleveland Plus region.

S | . . Cleveland Clinic Innovations advances commercial oriented innovation
= Cleveland Clinic and transforms promising therapies, devices and diagnostics into

Innovations products by creating spin-off companies, licensing to established
companies and enabling equity partnerships.
imnovation ((C?;s —
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"= The New Economy Initiative for
fmitiativ. . gl Southeast Michigan (NEI)

new econom

for southeast michigan

Founded:2008

Organizational Mission: Unique philanthropic initiative
aimed at helping to restore southeast Michigan to a
position of leadership in the new global economy.

Original Funding: $700M — 8 year initiative - 10
national and local foundations

Goal: Accelerate the transition of metro Detroit to an
innovation-based economy. Entrepreneurial Eco-System

«Capitalizing on Existing Assets and Resources

*Build and employ a more skilled and educated
workforce

*Urban Entrepreneurial Partnership provides
assistance to 150 minority automotive suppliers to
diversify their customer bases to aerospace,
alternative energy, medical devices, military and
homeland security.

mnovation
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ANN ARBOR

SPARK

IGNITING INNOVATION

Qo ade oo

the address of innovation

AUTOMATION

ALLEY

WAYNE STATE UNIVERSITY RESEARCH & TECHNOLOGY PARK

iy TECHTOWN

. WHERE MINDS AND MEANS CONNECT

MACOMB
INCUBATOR
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(
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‘WISCONSIN
TECHNOLOGY
COUNCIL



BioHealth Innovation

Maryland's Commercialization Collaborative

*BHI is a regionally-oriented, 501(c)(3) nonprofit private-public partnership
functioning as an innovation intermediary focused on commercializing market-
relevant biohealth innovations and increasing access to early-stage funding in
Maryland.

eGoal: return on investment from the world-class research assets with a
cohesive strategy to move relevant, market driven ideas from labs to market.

Market-driven, private sector- led initiative

*BHI will increase - the availability of early-stage capital by creating new
early-stage funds and developing a national and global network of
investors

nnovation (7 reconen
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Alignment of National, State & Regional Policies

Obama Governor County Executive Stephanie Rawlings -Blake
Administration O’'Malley Ilke Leggett Mayor of Baltimore
Montgomery County

Link Both State, County & City Strategies to Obama Administration Objectives
*Develop an integrated Regional BioHealth Economic Development and Transit Strategy

*Present the “Regional Job Generating BioHealth and Transit Plan” to the White House & partner
with federal agencies and other stakeholder organizations as a “Showcase Model.”

*Develop structure & governance for the regional BioHealth innovation intermediary

*Obtain Priority Federal Funding for Region’s BioHealth Industry-Federal Labs-University
Innovation Intermediary Pilot Plan

*Obtain Priority Federal Funding for the region’s Innovative “State of the Art” Comprehensive
Rapid Transit Vehicle Plan (CCT et al)

*Develop a pilot BioHealth-Regional Innovation Cluster (H-RIC) program

nnovation éf@wlmm
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Founding Sponsors

Q}S\TY s }’
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./M;[;'gm'g:fes \ Regional BioHealth Cluster
© & [ Federal and University
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\
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APPLIED PHYSICS
LABORATORY
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Innovative Small Business Facts

Innovative small business have generated
64% percent of net new jobs annually over
the last decade

— Employ 30 percent of high-tech
workers, such as scientists, engineers,
and computer workers

SME's produce 13 times more patents per
employee than large patenting firms

Small Companies are a key source of
innovation by themselves and for Large
Companies

Proof of Concept, Start-up, and Seed stage
companies lack investment support

Most Seed stage firms need investments of

$500K - $2M

The average venture capital investment today

is $8.3M
. . Source: PriceWaterhouseCoopers — Money Tree©
lnnovatwn’ Source: Small Business Administration K; DWISCONSIN
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Innovative Small Business Facts

*Firms with fewer than 500 employees accounted for
64% of net new jobs from 1993 to 2008. Source: SBA

*SMEs employ over 50% of the country’s private sector
workforce, hire 40 percent of high tech workers, such as
scientists, engineers and computer workers.

Source: SBA

* The number of women-owned firms continues to
grow at twice the rate of all U.S. firms (23 percent vs.
9 percent). Source: SBA

*Small business has created about 2 of every 3 net
new jobs in the United States since at least the early
1970s

*70% of SMEs say retaining customers cheaper than
getting new customers Source: NFIB

7 out of 10 new employer firms last at least two years,
and about half survive five years. Source: SBA

nnovation (7 reconen
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Six Distinct Organizational Paths for Entrepreneurs
Lifestyle business
*Small business
« Scalable startup
* Buyable startup,

Large company,

*Social entrepreneur
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Jobs! Jobs! Jobs!

Does Seed Investing REALLY Create Jobs?

mnovatwn@ - éc%ﬁéﬁ%ﬂh
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Stage

Source

Demand

Supply

mnovation
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Innovation Capital Valley of Death

“VALLEY OF DEATH”

POR /
Pre-Seed Seed/Start-Up Early Later
F°“gﬂ§:§'tfa'::ping Angels, IBED, SBIR Venture Funds
Crowdfunding Accelerator Seed Funds M&A, IPO
$0K $500K $2.5M $5.0M
“VALLEY OF DEATH’

Secondary
Funding
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Bootstrapping

The term comes from the
German legend of Baron
Munchhausen pulling himself
out of the sea by pulling on his
own bootstraps.

Definition: "The act of starting a business
with little or no external funding”

imnovation
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Crowdfunding

Crowdfunding—as its
name implies—aims to
reach a funding goal by
getting many investors to
put in small amounts.

mnovatwn@ - é@%m&%
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INC. Magazine: 2009

Incubation Nation: Where Great Ideas Are Born

Microsoft alum
Incubate start-ups

Corvallis, OR
Entrepreneurial
academics Inquire
within

Boulder
Summer camp for
promising start-ups

Salt Lake City
Subsidized lab space
for techles

Oklahoma City

Funding at every
stage of development

Kansas City, KS

Everybody get a
mentori

Austin
Ten weeks of advice
from 20 mentors

Phoenix
Plans to assist 2,000
start-ups

San Diego
First incubator for
early-stage tech firms

Kona, HI

Harnessing the sun
and sea for profit

Detroit
New ventures grow In
GM's shadow

Cleveland
Seed funding for

\'  minority CEOs

Madison, Wi
Tech transfer in
Dairyland

Fargo, ND
A patron funds a
vaccine corridor

Rochester, NY
Business prodigles
get their own dorm

Suffolk, VA

A nexus of
government
contractors

Birmingham, AL
Some 140,000 square
feet of iInnovation

Ridgeland, MS
Funding for 125 start-
ups in one year

Atlanta
Bullding on ideas
from six universities

New Orleans
How about your own
MBA team?




Key Difference Between Incubators and Accelerators

Incubators - incubators allow for
slower growth, although they
typically have some requirements as
to how long companies can remain
in the incubators before they
graduate.

Accelerators — as their name
implies, focus on an intense, boot-
camp-like experience to get new
businesses up and running in a
matter of months.

nnovation (T oo
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Seed Accelerator Model May Be Relevant
A
Combinator DREAMI [

VENTURES

seedcamp®  tachotare jilmpstart

« > 130 accelerators exist & spreading
rapidly

« Could grow > 400 to 500 in 5 years

 Focus on fast-test sectors

mnovation
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*To identify talented and entrepreneurial
Kansans, match them with best-in-class:
*Training

*Resources

* Mentors

* Facilitate their dynamic growth in KS

*To utilize the momentum and
substance of the program to
aggressively develop the
entrepreneurial ecosystem in Kansas
that is essential to sustained
entrepreneurial activity and expansion.

mnovation
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Kansas PIPELINE

* Highly Selective.
* 10 innovators in the inaugural year.
*  One-year comprehensive program.

* Participate while creating company or creating product
and/or concept.

= $36,000 stipend for discretionary use while exploring
opportunities for a startup technology venture.

Ewing Marion

KAUFFMAN

Foundation
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VC Investments Q1 2008 — Q3 2011

Venture Capital Investments PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report

based on data from Thomson Reuters

Total amount invested (8B)

T 1,200

+ 1,000

T 800

# Deals

+ 600

$3.8

+ 400

+ 200

Q1'08 Q208 Q308 Q408 Q109 Q209 Q3'09 Q409 Q110 Q210 Q310 Q410 Q111 Q211 Q3'1

Average deal size ($M)

b

Q1'08 Q208 Q308 Q408 Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111 Q2"11 Q311
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Do o oo VC Amount Invested By Stage

Amount Invested by Stage ($M)

8,000
6.000 -
4,000 -
2,000 -
$1,607
¢ $2,13
s 1,710 $1,057
o $1.300 $1,005 $1,204 $1,469 $1,796
$723 .
- $146 $170
233
osm M OB Om E T el =
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2010

1970-2010

Top 10 States for Venture Capital

Cost of 1 Job Created

Public Co’s

VC Raised VC Invested/Companies VC Backed # of Jobs/ U.S. per VC$ invested
Revenues
CA $11.68 $215.7B /9,827 | 2,822,345/5846B 574,846
MA $2.5B $53.6B /2,860 775,151/$1908 569,324
TX S981M $27.78B /1,743 1,129,551/5243B 524,525
NY 51.4B $25.2B /1,799 656,632/5188B 538,384
WA $634M 515.B/ 837 778,579/52568 520,293
co $483M $15.1B /793 162,720/5458B 592,812
NJ S469M  * | $14.6B/788 328,429/966B | $44,464
PA $559M $13.38/1,130 783,527/5238B 516,930
IL $732M 59.88 /726 256,750/563B 538,693
NC $529M S8B /475 195,973/5428 540,835

Source: PWC/NVCA 2011
mnovation
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Wisconsin Represents 1.84% of the U.S. Population

2010 & Q1/Q2 2011

VENTURE CAPITAL BY STATE

New York Tagse

7% 4%
e Rest

1% 'y
Th
25%

California \
50%
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PEER STATES WITH WISCONSIN WORKFORCE SIZE

HOW WISCONSIN STACKS UP
Washington Missouri Indiana
$862, 972 483 $59,502,533 $85,229,550
Colorado Minnesota Arizona
$592,081,350 $331,480,600 $163,191,333
Wisconsin
$70,863,167
5 YEAR AVERAGE OF VENTURE CAPITAL
Temessee — INVESTMENTS IN PEER STATES
$72,573,250 $471 506,883




ACT 255 UPDATE

INVESTMENTS IN QNBV COMPANIES

$25,000,000

$20,000,000
B Angel Investments

$15,000,000
B Venture Fund investments

$10,000,000

$5,000,000

2005 2006 2007 2008 2009 2010
imnovation ((C%WISCONSIN
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FUNDRAISING FOR QNBV COMPANIES

2005 TO 2011

181 QNBV

$552,000,000 sought in
companies qualified

qualified investments

$449,806,500 sought in

qualified investments

105 received They raised $141, 490,332

qualified investment

Five year unmet need of
$308,316,168

78



Public Investment In Job Creation

Category CDVCA* State of State of State of Stimulus
PA Mi UTAH Bill
Funds $26M $90M [ $291M $60M $800B
Invested
Jobs 3.700 8,150 |28,854 2,047 1,000,000
Created To
4,000,000
$ Per Job $7,100 $11,000 | $11,728 $29,300 | $800,000
Invested To
$200,000

*Community Development Venture Capital Association
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Wisconsin Innovation Funding Continuum

DREAM CONCEPT APPLIED COMMERCIAL | STARTUP ROLL GROWTH
RELEVANCE ouT
FoundersFFF Incubators/ Federal
Bootstrapping State
Crowdfunding Seed Accelerators IBED Regional ANGEL VC
[ W ; ]: ; XVK]%%?NSW
- Vionsh xonomi '
ﬁ g UNIVERSITY NETWORK
@ {?ﬁu}BA!Eaccbs WISC Developmem (,orporanon "\RESEARCH PARK
y; m? gf .‘ llll A R F § GoldenAngelsNetwork VENTUS 'N“TE[SWTORS‘
Friendb OFHCEOf Wisconsin Alumni Research Foundation B .
o CORPORATE RElAmNS - | Wisconsin Investment Partners,Lc E sl ' m, ,
o, seyinsiin | NanoRite i =]
/—\ A Center for Innovation | g new §

WISCONSIN
ENTREPRENEURS’ NETWORK

Z

CALUMET

VENTURE FUND

Th .
Innovation

Foundation
of Western Wisconsin

BIZSTARTS

milwaukee

l_
l:ilding your

start-up from the ground up

N

MORGRIDGE

INSTITUTE FOR RESEARCH
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CENTRAL
WISCONSIN
BUSINESS

ANGELS

‘ Phenomens e b

St. Croix
Valley Angels
18els

MASONmWELLS
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PEAK
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I-QQ Corridor

= Eau Claire/Chippewa Falls
</ (o]

o @ Green Bay
Marshfield A o
La Crosse o —

® __Milwaukee
Madison
Janesville/Beloit

Wisconsin lies at the core of the I1-Q Corridor.
I = Ideas innovatior tolloctua Q="

I-Q Corridor
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Wisconsin Innovation Eco-System Participants

Wisconsin Economic (((%Wls CONSIN
/
Development Corporation & o

OFFICE OF
@ CORPORATE RELATIONS =AY Counci

University of Wisconsin-Madison /

Innovation

ssssss in Alumni Research Foundation Wln Network

.‘ W ARF &% Wisconsin \m/wmmm

-.ﬂ Wlscontrepreneur
. WIS CONSI N Arogamof the uw-Madison Office of Corporate Relatior

ENTREPRENEURS” NETWORK

The Smart Connection (M7 Tox Vaa,ey

thr!ye [ ]

IMNouanon
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WEDA

Wisconsin Economic
Development Association

WSRC

Wisconsin Security

Research Consortium

M MENTUM’

\WEST
IN PARTNERS FOR PROGRESS
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“There’s No Good Idea That Cannot
Be Improved Upon.”
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What Is A Road Map.....Why Is It Needed?

A roadmap answers the question “‘Where do we want to be and
how to we get there?”

*A cluster roadmap provides strategies and action plans to best
achieve a vision of the future shared by a critical mass of
Industry-related organizations.

*The strategies and action plans are developed according to the
unique strengths of the cluster and region as compared to a global
market opportunity.

Cluster Roadmap Development

CURRENT STATE “TO BE” STATE (10 years)
Vision for NEO

Identify Regional
Assets

Understand Global Regional Strategy & : :aurﬂ:ﬂv:is:n:citw :OIleio
. . - ar edacha erizaton
Market Action Plan to Achieve ST

the Vision » Economic impact in jobs and

Assess Competitive output (metrics)

Regional Landscape

mnovatwn@ - éc%ﬁéﬁ%ﬂh
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AU o

8.
9.

Innovation America: Innovation Road Map Process

Literature Review of Comparables

Key Stakeholder Interviews/Recommendations
Asset & GIS Mapping/Cluster Analysis
Innovation Benchmarking/Index (Peer 2 Peer)
Innovation & Entrepreneurship Resource Guide

Innovation Economic Development Organizational
Analysis

Innovation & Commercialization Program Gap Analysis
Innovation Ecosystem Public Policy Recommendations

Innovation Strategic and Organization Plan

10.Operations & Implementation Plan

11.Branding & Marketing Strategy

12.Economic Impact Analysis - Celebrate Your Success

mnovation
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IOWA Innovation Road Map Leadership

Population: 3,000,000

I OWA

711¢ DEVELOPMENT

lowa Department of
Economic Development

ol

John Pappajohe Ensrcpeene

) ) JVENTURENET 10WA

[owa
BioreciNnoLoGy
ASSOCIATION

ED]

Professional Developers of lowa
Vision « Action « Growth

\ tnnovation
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LINIVERSITY
OF lowa

© Y

lowa Business Councnl

€

TECHNOLOGY
ASSOCIATION

=]

IOWA ASSOCIATION OF
BUSINESS AND INDUSTRY

The Voice of lowa Business Since 1903.
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lowa Innovation Index - Indicators

IOWA INNOVATION INDEX
KEY INNOVATION INDICATOR SCORECARD

| O W A Reglona Ingicazor ndicator Subject Ranwings
v lnnovotlon Aanking Number Key:
& COUNG +: National/Regional Indicator Ranking - Strength
0: Naticnal/Regional Indicator Ranking - Neutral
National/Regional Indicator Ranking - Weakness
Economic Impact
— — | Incdustry Cluster Employment & Wage
NSA N/A z Occupations & Wages
— p— 3 Household Income
0 — “ Productivity
pa— — 5 Corporaze Sales and Manufacturing Vaiue added
— + (= Mar’acouring Exports
— o 7 Wages & Wage Growth (In Key Ingustry Clusters & Overall)
nnovation Rescarch & Commercialization
0 0 g Royaky and Licensing income to Universitics
P —— 9 Swartwp Companies Formed from University Research
— o 10 Federal Investment in University & Engincering Rescarch
— + 11 Swate and Local rwestment In University Science & Engineering Rescarch
0 — 12 Ingustry & Other Supgant in Universiy Science & Engineering Rescarch
p— 0 13 Size of Colege anc University Endowments
e 0 14 Patenting
++ ++ 15 Academic Article Qutput
p— — 16 Rescarch & Development Performed
Iinnovation Capital
— +* 17 Sum of 28 Invessments - al stages
— — is8 Targeted Industries innovation Caphral Investrents
p— — 19 SAIR/STTA Amarcs
J r \ \‘/.— l p— — 20 Number of Public Traded Companies
) L
J T8D 8D 21 R&D Tax Credits
b 78D 18D 22 Argel Tax Credits
JIJIJ (g 'V‘: I' r] (& ’IJ Innovation Workforee
~ + 0o 23 Ecucation Level of the Workforce
p— — 24 Pudic nvestmen: in K.16 Education
- — 25 Science and Engincering Degrees
NSA 0 26 Talert Flow and Migration {int’l and domestic)
Innovation Location and Environment
NSA +4+ 27 Swate-based Innovaticn Intermediary (Pudic/Frivate Parnership)
n —— 0 28 Srcactand Internet Avallablity
A DarsBrow oM l @ .e (4 N/A — 29 £ Government Programs
PIONEER m Q 1 30 Arts anc Cukural Endowment

O mrmmens B o~

87 NOTE: Regional strengihs are dased on lowa’s performance as a comparison to Bincis, Kansas, Minnesota, Missourl, Netreaska, Soutr
Cakota and Wisconsin.



Road Map Projects — Resource Guide

IOWA

innovation
COUNCIL Appanocose Economic Development Corporation

W Ve eud, Sote | Tekphose: 6418

erder Website: W, og L
Programs: ¢ Devalopment, Revoving oon Fund, AT Fironcial Assistoece, ‘owo\Touloon Progrom
ae
Kay Statt; Tod Forls, Bnctive D e cododveco@owoviecon nat
e o o ecdicle an, ored coddioe of Dousemien ond o, aed
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Implementing a New Wisconsin Innovation Paradigm

COLLABORATION

CULTIVATION
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Wisconsin Economic
Development Corporation

carPiTAL [ CAREERS
COMMERCIALIZATION
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Paddling Together For Success

Are You Pulling Alone Or
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Pulling Together For Success

mnovation
AMERICA® 2011 91

> ‘WISCONSIN

TECHNOLOGY
COUNCIL

=



Wisconsin Next Steps

WEDC needs to become a true private sector
lead innovation intermediary

Increased focus on university commercialization iy J
— not just tech transfer ) -

*

.
> . ’ v ‘.. ’ @
N -
: :

Need to breakdown the artificial geographical
barriers in the state and the expanded region (IQ
Corridor)

Need comprehensive portfolio of VC and early-
stage investment programs with appropriate
management & oversight

Need for long-term integrated, Innovation Road
Map and implementation strategy

mnovation
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‘Never before in
history has innovation
offered promise of so
much to so many in so
short a time.”

\ tnnovation
Z/\AMERIE:A© 20m

Bill Gates - Microsoft
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iInnovationDAILY

indren Sign Up  Login fo’
\ tnnovation
> DAILY Accelerating the growth of the GLOBAL entrepreneurial innovation economy

Home About US Initlatives InThe News InnovationDAILY-WEEKLY Partners Publications Calendar Contact Us

www.innovationamerica.us/daily
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