© 00 N O 0o A W N PP

N D N NN NP P P P P P P PP
g A W N P O © 0 N O 00 » W N PP O

MEETI NG M NUTES FOR THE
LOUI SI ANA SMALL BUSI NESS AND
ENTREPRENEURSHI P COUNCI L
HELD AT
LOUI SI ANA STATE CAPI TOL - 4TH FLOOR PRESS ROOM
900 NORTH 3RD STREET
BATON ROUGE, LOU SI ANA
ON THE 16TH DAY OF JANUARY, 2020

COVMMENCI NG AT 1:59 P. M

REPORTED BY: ELICIA H WOODWORTH, CCR



http://www.torresreporting.com/

© 00 N oo g b~ W N P

(BN
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

January 16, 2020

MEETING MINUTES Page 2

Board Appear ances:

Mandi Mtchell — Assistant Secretary, LED LSBEC
Presi dent and LED

Al'lison Clarke — Deputy Secretary, Ofice of GeauxBl Z at
Loui si ana Departnent of State

Bryan Greenwood — Associate Director, Louisiana Small
Busi ness Devel opnent Center

Kenny Anderson — Executive Director, Stephenson
Entrepreneurship Institute

John Everett — Executive Vice President and Market
President, |beria Bank Bat on Rouge

Courtney Davis — CEOQ, Bart’s Ofice Mving
Ri chard Vi nce Hayward — CEO, L.H Hayward & Conpany, LLC
Angelica R vera — President, Col nex Construction

Bill Sawer — President & CEO Sawyer |Industri al
Pl astics, Inc.

Il am Tucker — President & CEO, |ILSI Engi neering

Baton Rouge, LA

TorRES REPORTING & ASSOCIATES, inc. 225.751.0732

225.752.7308 FAX
COURT REPORTING & LITIGATION SERVICES

: New Orleans, LA
www.torresreporting.com

504.392.4791
1.866.982.6878 Toll Free 504.392.4852 FAX



http://www.torresreporting.com/

© 00 N oo g b~ W N P

(BN
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

January 16, 2020

MEETING MINUTES Page 3

St af f Appear ances:

Tati ana Bruce, Seni or Program Manager, Conmunity
Competiti veness & Snall Busi ness Services

Cam | | e Canpbel |, Busi ness Devel opnent O fi cer,
Comuni ty Conpetitiveness & Small Busi ness Services

M ke Canty, Busi ness Devel opnent O ficer, Conmmunity
Conpetitiveness & Small Busi ness Servi ces

Chri s Cassagne, Assistant Director, Conmmunity
Conpetitiveness & Small Busi ness Servi ces

Janes Chappell, Executive D rector of Econom c
Conpetiti veness G oup

Sonj a Chri stophe, Manager, Special Projects for the
Assi stant Secretary

St ephani e Hart man, Director of Snall Busi ness Service
Team Community Conpetitiveness & Snmall Busi ness
Ser vi ces

Darrell Johnson, Program Manager, Conmunity
Conpetitiveness & Small Busi ness Servi ces

Patti e Pipes, Adm nistrative Assistant

Karl Schultz, Senior Manager, State Econom c
Conmpetitiveness

Patrick Wtty, Executive Director of Conmunity
Competiti veness & Snall Busi ness Services

Baton Rouge, LA

TorRES REPORTING & ASSOCIATES, inc. 225.751.0732

225.752.7308 FAX
COURT REPORTING & LITIGATION SERVICES

: New Orleans, LA
www.torresreporting.com

504.392.4791
1.866.982.6878 Toll Free 504.392.4852 FAX



http://www.torresreporting.com/

© 00 N O O A W N P

N N NN NN PP P P PR PR R R
g A W N P O © 0 N O O A W N P O

January 16, 2020

MEETING MINUTES Page 4

M5. MTCHELL: Al right. Good afternoon,
everybody. | apologize for the delay this norning. W
started out with far nore than a quorum and then
soneone got the sniffles and two people each sprained
sonmething. So we are right at our nunber for a quorum
and Ms. Cark should be arriving anyti ne soon. Because
we're a public body, until she arrives, | can't formally
start the neeting, but we have some guest speakers here
and | want to be respectful of their tine. So,
informally, | want to start out with our guest, M. Bil
Ellison, who is an expert in access to capital, one of
the areas that's incredibly inportant to this council.

So without further ado, I will invite up
M. Bill Ellison, who's a VP at Innovation Catal yst.

Thank you.

MR ELLISON: CGood afternoon. Again, ny
name is Bill Ellison, and I'mthe COO of Innovation
Catal yst, which is a -- it's a nonprofit venture

devel opnent organi zation, which is a strange entity, and
I'I'l explainit ina mnute if you re not famliar with
it.

| was talking to Janes and he nentioned the
m ssion of this conmttee and so he graciously invited
me to cone tal k about kind of the state of affairs and

fundi ng startup conpani es in Louisiana and whether | had
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any thoughts on the subject.

cl ear.

as qui ckly as they can,
control

and have a great exit.

starts wth a founder having a great

have do now?

don't do any due diligence.

under stand t he i dea.

what's called the valley of death.
W th Death Valley.

So first off,

| et e be

' mnot tal king about small businesses that are

often referred to as "lifestyle conpanies."
about hi gh-grow h,

there's a founder, they take external

' mtal ki ng

vent ur e- backed conpani es where
capital, they grow

they often and quickly | ose

of that conpany and then hopefully they succeed

t al ki ng about.

So that's kind of who I'm

To do that, 1'd like to kind of go through a

coupl e of the stages of funding a conpany.

sonmething." And so he bootstraps it,

Second, he goes to friends and famlies,

we're going to give them sonme noney.

So what happens after that?

| dea,

|'ve got to have sone capital

You know, it
"What do |

to do

nunber one.

and they're
only investing because they're friends and famly. They
They probably don't even

It's just we |ike to person and

Otentinmes it's
Not to be confused
So valley of death is when a startup
starts running out of friends and famly noney. So what
do they do? They oftentines die. So the problemis

they're so young, they're immture, they don't have
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revenue, they may not have a product, and so the Angel
| nvestors, and obviously the Venture Capital funds, is
just too risky of an investnent, so that's where
| nnovation Catal yst comes in. Again, we're a nonprofit
venture devel opnent organi zation, and our mssion is to
accel erate and hel p grow these innovative conpani es by
doi ng basically three things, probably nost inportantly
by providing seed capital, coaching and connections. So
wth that, we try to help themthrough the valley of
death and get to the point where they're mature enough,
t hey' ve got product, they've got revenue, all of that
great stuff so they can go on to raise capital from
Angel Investors and Venture Capitals.

So let's go to the next stage, Angel
| nvestors. Sinple definition of an Angel Investor is a
hi gh net-worth investor, an accredited investor, and
t hese people, they'll invest in a conpany, either
i ndividually or through an Angel group or network. Now,
an Angel group or network is basically a formalized
entity of angels who get together, have neetings, they
source deals, do due diligence, they put the dea
t oget her and then they help nmentor and grow these
start-ups that they help invest in.

So a couple of statistics, the Angel Capital

Association is a national organization that studies all
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angel

of that stuff.

quite an inpressive nunber.

let that sink in for a second.

percent of angel

Loui si ana,

for exanpl e,

Acadi ana Angel s,
There's one in Shreveport,

There's a couple of them

start-up comunity. It's that sinple.

Soneone' s al ways studyi ng somet hi ng.
Sone of the interesting statistics are that angels
invest $25-billion in 70,000 conpani es annually. That's
But the nore inportant
nunber that | found was they say that angels invest 90
percent of the outside equity of start-up conpanies. So
|f you don't have an

active angel community, you're not going to have a

Anot her interesting statistic is that 89

net wor ks and through these angel

goi ng to change next week.

I nvestors get their deals through these

So

typically we have these organi zations. So,
New Ol eans has NOLA Angel s,
probably the biggest in the state.

which is

Laf ayette had

Lake Charl es has Sout hwest Angel s.
there's one in Mnroe.

Bat on Rouge is the only mgjor
city that has not and currently does not have a

formali zed angel group, and |'m happy to say that that's

So next week Innovation Catalyst is creating

a subsidiary called the Red Stick Angel

Net wor k, and
what that is, it's a nonprofit organizati on where Baton

Rouge angels join our corporation and we invest
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t oget her, we put deals together, just like | was telling
you about. So given the inportance of angel investors,
that's, | think it's a really big deal.

So a couple of recommendation -- | nean, a
coupl e of recommendations. So back to Innovation
Catal yst for a second. |In helping these conpanies
bridge the valley of death, a couple quick stats. W've
invested a little over $3-mllion in 19 national
portfolio conpanies. Fourteen are still alive today,
two crashed and burned fabul ously, one was sold to
Waitr, one we gave them noney, they give it back and
we're done. And then the other, it's very conplicated,
but we -- the investors gave their noney back, their
equity back to the founder. W got our noney and we now
have a royalty. So that's kind of where we stand. W
have 14 active portfolio conpanies that we're nentoring
to help grow

O those conpanies, they had foll ow ng
rounds of over $40-mllion, which is a good bit, and
that's not including Waitr's going public. W were one

of the early investors in Waitr.

So how can you help? First of all, entities
l'i ke I nnovation Catalyst -- this is a very self-serving
coment here -- help those in any way you can, funding,

grants, et cetera, so that we can hel p those conpani es.
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W have been funded primarily by two entities: One is a
federal grand that was adm ni stered by LED, and,
secondly, through the Research Park Corporation, which
IS run by Genevieve Silverman. They've been our primary
fund for both operations and for investnent capital, so
w t hout them we would not exist. So helping entities
i ke RPC, who then help create entities like ours, is
very beneficial.

So getting back to angels a second. You
know, we tal k about the inportance of angels, and if you
don't have an active angel community, you're dead in the
wat er when you start investing in start-ups. Right now
t he biggest way is through tax credits, the Angel
| nvestor Tax Credit. Investors get a 25 percent tax
credit on their equity investnent. Now, that nmay not
sound a | ot, but angels who invest in start-ups, that is
risky, risky, risky business. So why do they do it?
Anything we can do to help is great.

So instead of them putting up 100 percent of
their noney at conplete risk, and they're probably going
to lose, they're only going to put up 75 percent because
they know they're going to get that tax credit. \Were
that stands now, there's a $3.6-mllion cap on that
program and it is set to sunset July first 2021. So if

it dies, it wll be a huge blow to the angel comunity

Baton Rouge, LA

225.752.7308 FAX
COURT REPORTING & LITIGATION SERVICES

: New Orleans, LA
www.torresreporting.com

& TorRES REPORTING & ASSOCIATES, inc. 225.751.0732

504.392.4791
1.866.982.6878 Toll Free 504.392.4852 FAX



http://www.torresreporting.com/

© 00 N O O A W N P

N N NN NN PP P P PR PR R R
g A W N P O © 0 N O O A W N P O

January 16, 2020
MEETING MINUTES Page 10

I n Baton Rouge and Loui si ana because when | go out and
try to help these conpanies raise noney and | talk to

t hese angel investors, that credit is the sheikh.

can't stress that enough. So anything anybody in this
roomcan do to, A extend that program and, B, nake it
nore robust, would be better. It used to be higher than

25 percent. W need to raise the cap. So it's very

I mportant.

So let's kind of go to the next stage, if
you will. A Venture Capital --

MR HAYWARD: | m ssed the nane of that
program |'msorry.

M5. M TCHELL: Angel Investor Tax Credit.

MR. ELLISON: Angel Investor Tax Credit.

M5. M TCHELL: | can get you sone
information. LED adm nisters that program | have a

whol e | ot of background for you.

MR ELLISON: Yes. o to this wonan.

MR HAYWARD: |'msorry. | didn't hear it.

MR ELLISON: So let's start at Venture
Capital. So to be clear, Venture Capital is where a
fund rai ses noney from other people. Oher peoples
noney. OPM So because of that, the only thing Venture
Capitals care about is their rate of return. Helping

t he Loui siana entrepreneur ecosystemis not a thought in
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their brains. Their fiduciary responsibility is great
return on investment. Period. And if that's a
Loui si ana conpany, eh, great. |If it's out of state, you
know, that's fine.

So the question | think is how do we get VC
funds here, how do we get their noney and how do we get
themto invest in Louisiana conpanies? So one
recommendation is back in the early 2000s there was a
programcalled -- one of the two Venture Capital
matching. |'mnot exactly sure what the official word
was, but the way it works was if a Venture Capital fund
raised $10-mllion fromits limted partners, its
outside investors, LED would come in as a limted
partner wth 5-mllion. So what does that do? It hel ps
the fund raise capital because these |limted partners
know, hey, LED s comng in for, you know, one for two,
and then, you know, hopefully they're a great return for
LED. So that was a great program and it really hel ped,
you know, the Venture Capital community. For exanple,
it's one of reasons Joe Lovett from Boston noved to
Bat on Rouge to start the Louisiana Funds, which is now
one of the largest funds, Venture Capital funds in
Loui si ana.

So which if we get a programlike that and

then -- well, | forgot to say two of the criteria of
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that ol d programwas you had to be based in Louisiana
and you had to have best efforts to invest in Louisiana
conpani es. M recommendation, bring back the program
but make it a requirenment. Any LED dollar has to go to
a Loui siana conpany, and | think the programwould still
wor K.

A stat that | wanted to point out, which is
alittle disturbing, a recent study found that,
including this District of Colunbia, Louisiana is fifth
(sic) in Venture Capital funding per capita. That's a
horrible statistic. So, again, we've got to go back and

figure out howto --

M5. MTCHELL: Fifth |owest?

MR ELLISON. |'msorry?

MS. M TCHELL: Fifth | owest?

MR, ELLISON: Fiftieth.

M5. M TCHELL: Ch, 50th. Ckay.

MR ELLISON: | think M ssissippi was the
| ast one.

M5. M TCHELL: Got you. Thank God for
M ssi ssi ppi .

MR. ELLISON: I'msorry. Sorry,
M ssi ssi ppi .

So, again, how do we get these guys here?

So | told you about one, that program Another one is
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the sinple fact of continuing to try to create conpanies
here in Louisiana that are attractive to not only
Venture Capital funds here in Louisiana, but those

t hroughout the United States. W don't want our
conpani es getting funding from Boston and novi ng there.
VW want Boston to be investing in Louisiana conpanies.

So what does that nmean? 1t's kind of what
we' ve just been tal king about, funding entities |ike
RPC. Innovation Catalyst entities that are going to
hel p these conpanies bridge the valley of death, tax
credits for angel investors and all of the other
prograns that you do for small investnents for snall
conpani es and start-ups, such as New Media Tax Credits,
R&D tax credits. Al of these are very helpful in
hel pi ng those conpanies grow to becone attractive for
Venture Capital.

And then lastly, you know, grants. You
know, grants are non-diluted funding for those
start-ups, and it's a great source of capital. And so,
for exanple, LSU has a Lyft G ant program To help
universities with these grant prograns, that would be
very beneficial.

| ' m going to pause here, and does anybody
have any questions?

MR. HAYWARD: So just to understand, you
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don't actually make investnents, you facilitate the
I nvest nent ?

MR ELLISON: No. | do. So we've invested
$3-mllion into 19 conpanies. Qur investnents range
from $50, 000 to $250, 000.

MR HAYWARD: That's all been funded from
t hose two sources you said earlier?

MR ELLI SON: Correct, correct. So we fund
t hose conpanies. W're typically, you know, first noney
in, so to speak, after friends and famly. And so then,
you know -- |'m housed in the Research Park right by
Genevi eve Silverman, and then | work with themto then
hel p these conpanies both with, you know, "Look, this is
how you grow a conpany." Then once they get to that
state, you know, we help them go out and go to New
Ol eans Angel Goup, they're now going to be comng to
Red Stick Angel Goup and all these other groups to try
to raise capital and then the VCs to try to grow.

MR HAYWARD: So your organi zation owns the
equity in the --

MR ELLISON: No. W're a non-profit
venture devel opnent fund. That's kind of why we're a
weird entity.

MR. ANDERSON: That's what | was going to

ask.
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t hat,

now.

Waitr early on,

t hat cash cones back to us.

Agai n,
hi gh- gr ow h,

but we're not there yet.

MR ELLISON:. W're a VC fund, but we're a

I nvest that same cash into anot her conpany.

MR. HAYWARD: Since then,

are these conpani es?

non-profit VC fund. So, you know, if we invested in
we have a | ot of stocks not worth a | ot
now, but we got a |ot of cash when they went public. So

We then turn around and

i ndustries

MR ELLISON: It is across the board.

not lifestyle conpanies. Only conpanies wth

Venture Capital ready.

Bryan.
MR, GREENWOOD: Questi on,

to |l everage up their raising of capital
the 1SB and SBA with equity fund or a debt fund?

conpani es that we can hel p grow and becone

are you guys
t hi nki ng about or know anyone in the state that's trying

in matching with

MR. ELLI SON: There's been di scussi ons of

going to work?

We're not there right

M5. DAVIS: So Red Stick Angel program is
that al so non-profit?

MR, ELLI SON:  No.

M5. DAVIS: | was going to say how is that
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MR ELLISON:. W're conplicated, and it has
to do with control and insurance reasons. So, |ike, you
know, Innovation Catalyst, we're in the research park
orbit, so to speak, and, but we're a separate |egal
entity. They fund us through a cooperative endeavor
agreenent. (Ckay? So by creating another non-profit
subsidiary, all of ny insurance trickles down to this
entity because, frankly, DNO insurance is one of the
bi ggest costs in these kinds of entities.

So, for exanple, Noland, they're a
non-profit corporation. Just like us, you know, they
pay $15,000 for DNO insurance. This entity will not
have to do that. They'll be -- Red Stick will have
directors, and then the Baton Rouge Angels will then
join it and sinply be a nenber. And then this entity
w | then go out, source deals, do due diligence, close
transactions, and then as a group, we'll then help these
conpanies. But it's not a fund. Each individual nenber
wll be witing their own checks. So, for exanple,
we' ve al ready presented them a conpany cal |l ed Omi dek,
and nowit's a question of, "Ckay. This is Omidek.

W' ve done our due diligence, we're recommending it.
Ckay. They're trying to raise "X' anount, who
individually is in and willing to wite a check?" W

then try to kind of organize all of that.
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Does that nake sense? It's alittle
convol ut ed.

M5. DAVIS: Well, yeah.

M5. MTCHELL: | have two questions. The
first one, one of your |ast recommendati ons was about
grants, and everything that |'ve |learned from sone of
t he, quote/unquote, "seasoned professionals" in this
world say there's no free noney for business. So grant
spells to ne "free noney." So can you tell ne a little
bit nore about that comment of yours or that
recommendati on about assisting the university wth grant
funds for these?

MR ELLISON. Well, for exanple, you know
when | -- froma entrepreneur's perspective, grant noney
Is free noney. Now, there are restrictions in that, but
you don't have to pay it back, it's not equity, it's not
debt. It's cash in the door, and then |I've got a | ot of
reporting requirenents, that's typically it.

M5. M TCHELL: Ckay.

MR ELLISON: For exanple, and Kenny can
probably explain this better than I can, LSU has the
Lyft funds. Conpanies go through the transfer processes
and they get a Lyft grant fromLSU which is cash in the
door to help themcontinue to nove along in the spectrum

and get to the point where they cone to ne, and | try to
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up, |

hel p.

you.

di scovery,

it an admnistrate it and al

SBIR, STTR,

nore of a grant perspective,

it's been signed,

and raise capital

agenda,

help themget to the point with these angel
M5. MTCHELL: [It's federal

i nvestors.

funds, Kenny,

MR. ANDERSON:. Yeah. |It's NSF funding, but

then LSU, through that federal funding,

so then they have access to that.

t hen LSU puts
think 3,500 per teamto get themthrough

MR ELLISON:. Right. And then they support

of that stuff.

MR. GREENWOCOD: So one thing on when they're

into because sone states are | ooking at,

forth, but they're | ooking at matching,

that's the contract deliverabl es,

but that's

m ght be sonething to | ook
froma state
perspective, matching. W have R& credits and so

whi ch woul d

What you're tal king about is the earlier stage,

Capital, and that's something we'll get
MR ELLISON: That's exactly.

MS. M TCHELL: Yes. Exactly.

get into it later in the agenda, when we get to our

it's not far enough along to go out
fromtheir funds or even Venture

into further.
Right. Thank

And when we

it's part of recommendations that are included,

so for sure.
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And then ny other question is, you nentioned
It's across industry sectors, so how do people get
referred to you-all? How do you get businesses in or
start-ups in your door?

MR ELLISON. Well, it's about connections
and maki ng sure people know about us. So, you know,
we're involved wth all of the angel groups. You know,
we try to be involved with all of the universities. W
try to be involved with anybody who's touching and has a
relationship with entrepreneurs.

M5. MTCHELL: Got it.

MR EVERETT: Bill, | was just going to ask,
you know, obviously the reason we're 50th, at |east part
of it, you feel Iike is the lack VC infrastructure, as
you put it. | nean, is it also that, you know, just
curious, is people scared of kind of |like the political
history of Louisiana? |Is it the type of businesses that
are here necessarily or any of those contributing
factors to why we're all of the --

MR ELLISON: | don't think it's political.
| don't think it's legal. You know, quite frankly, what
happens typically is a conpany will start off and it
w |l be a Louisiana LLC, and then once it gets to the
sophi sticated, you know, venture capitalist, they switch

to a Del aware seed corporation because Venture Capitals
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can't invest in LLCs, and so Louisiana | aw doesn't
really cone into play typically. So that's not an
Issue. It's we're behind. It's noney goes where the
good deals are, and so the sinplest sonething is we need
better deals. That neans getting these conpani es,

hel ping them grow so they are attractive to Venture

Capi tal s.

MR GREENWOOD: There's probably nore
interest in oil and gas, getting a nore sophisticated
angel group just because of our industry's in oil and
gas, and the next group is real estate just because of
t he devel opnent there. Oher industries tend to
struggl e because we don't have a lot of fol ks who have
been successful exiting and reinvesting in other
conpani es.

MR ELLISON: Yeah. And part of having a
successful conpany is having domain experts. W have a
| ot of oil and gas experts, but, you know, we need nore
t echnol ogi sts, for exanple.

Janes.

MR CHAPPELL: 1Is it kind of along the sane
l'ines there's something other than noney that we're
| acki ng, and you think about accelerators or things that
happen in that pipeline for ideas to do business? Do

you have any thoughts on that?
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MR ELLISON: | do. That's a huge
entrepreneurial ecosystem which would take a while
because it takes so nmuch to have a successful conpany.
You know, you've got have Kenny to educate these guys on
what a conpany is and what entrepreneurship really neans
and how to growit. | think we're doing pretty good
t here,

Then you need domai n experts. W need nore
t echnol ogi sts. So, for example -- | don't have
statistics, but some of the conpanies that | see are
smart people with a great idea and it's technol ogy
based, but they're not technol ogists, and so if you had
asked nme what's one of the nunber one reasons people --
these start-ups fail, it's access to capital, nunber
one, but, two, it's a non-technol ogy founder and they
don't have a technol ogist on the team And, so, for
exanpl e, one of the conpanies that we invested in and
failed -- | loved the guy, very talented. He failed
because he relied upon other people to build his
t echnol ogy and they built you know what. So that's a
probl em

So everything along the lines, you know,
hel pi ng these conpanies find capital, incubators,
accel erators, you know, | think we're doing pretty good
with that with LSU and Research Park, but obviously
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t hose entities need nore resources.

exanpl e,

nment ors.

primarily technol ogists.

t he devel opnent of it,

a lot faster.

You know, for
RPC and LSU, we provide nentors for these
conpanies. |If we had nore noney, we could provide nore

More nmentors are going to help them nove al ong

MR. ANDERSON: And even the ones that are

consci ence that they need a technica

can't find one here, so...

cof ounder usual ly

MR ELLISON. Exactly. That's one of our

bi ggest downsi des here in Loui siana.

MR. SAWER: Do you think that the |ack of

talent has anything to do with it?

MR. ELLISON: | do, in the sense of

who under st and busi ness, accounting, all

product. | need soneone to build it for

W have, you know, a | ot of
peopl e who understand finance, we have a | ot of people
of that. You
know, as Kenny said, "Look, |I'mbuilding this great

me and oversee

t hose people are hard to find.

MR. SAWER: But even in ny personal

just can't find one.

conpany, | can't hire a CSE machinist from Louisiana. |

MR ELLISON: Yeah. | see that as alittle
different. You know, that's -- you know, finding talent
for a specific business, | guess | think nore of the
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entrepreneurial world o