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Texas tech firms missing out?

Grant program is 'a hidden secret'
12:15 AM CST on Wednesday, March 9, 2005
By VICTOR GODINEZ / The Dallas Morning News

David Felio used his federal grant to develop natiogn and autopilot systems for unmanned aerial
vehicles.

Catherine Wyatt used her money to create deviedddhseverely disablec@, 4'gx m
people feed themselve

I

While the two technologies are unrelated, they vibeté funded through
Small Business Innovation Research, a federal progtesigned to help i
small and start-up tech companies get on their feet ~

The program doled out more than $2 billion in gsaamd contracts last ye%VANS‘
to firms working on products that are likely to Bassome government CAGLAGE/DMN

applications. Engineer Michael
Trumble works on a
program at Geneva
Aerospace in Carrollton, a
firm that has gotten a
financial boost from Small
Business Innovation

_ _ ~ Research.
Experts say the program is unknown to many oféleé professionals it's

intended to help.

But while innovators like Mr. Felio and Ms. Wyative benefited from the
program, many other Texas technology entreprersndsma-business
owners are leaving millions of dollars on the talebeperts say.

Texas, as it has for years, got a relatively ssiaé of the pie.

"In 2002, we got about 220 awards in Texas, whielegs us about ninth in the country,” said Clyde
Higgs, executive director of business incubatortilieort Worth.

"Which is not terrible, but with a state that's lpably ranked No. 3 in the nation as far as R&D,shil
"you would think our SBIR numbers would be somewdwtsistent with that, which they're not."

While Texas — and the Dallas-Fort Worth area iripalar — may be lagging when it comes to the
grants, Mr. Higgs and others are working to chahgé

Tech Fort Worth and the Greater Dallas Chamberooh@erce are planning a seminar for early this
summer to educate local entrepreneurs and smahdssowners on how to secure the grants.

Mr. Felio's Carrollton firm, Geneva Aerospace, gfitthe ground thanks to a boost from the program.

Started in 1997, Geneva makes guidance and auteggtems for unmanned aerial vehicles, the e:
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robotic aircraft that became one of the signatecanologies of the recent wars in Afghanistan aaq.
Mr. Felio, president and chief executive at Genea&l raising money from venture capital investors
wouldn't have been difficult, given the financiainanza available to just about any tech-related
company in the late 1990s.

"We were, being engineers, kind of conservativeature,” he said. "We just wanted to go that fugdin
route. We were able to retain 100 percent ownershipe company.”

Geneva is frequently cited as a model for othealltech firms to emulate when it comes to pursting
small-business grants.

The company has received a total of almost $1.Ramiin funding since 1997, had $6.5 million in
revenue last year and hopes to hit $10 millionda%

Falling behind

"They're a bit of a hidden secret,” Mr. Felio sdldefense community people end up hearing about
them, but in the general public, a lot of people'tknow."

Mr. Higgs said that just as Texas is lagging beliredrest of the country when it comes to the falder
program, the Dalle-Fort Worth area is falling behind the rest of state.

"I'm not sure why their small companies are motergtd to SBIR than ours are, but the numbers will
tell you that most of the grants are going to Honstnd Austin, and probably less than 10 percent ar
going to the metroplex's small companies," he s&dt we're going to fix that."

In fiscal 2003, Texas was awarded 276 of the teahtg, ranking sixth nationally, but just ninth in
terms of total dollars awarded at $69.7 million.

Results for 2004 — expected to top $2 billion naity — will be released this month.
Individual attention

The Small Business Administration oversees thenaragbut the money comes from individual federal
agencies.

Each agency devotes about 2.5 percent of its dumrdget to the SBIR program.

The National Institutes of Health funded Ms. Wyatbmpany, Mealtime Partners in Azle.
The five-person company makes an electronic ddh@eserves bite-size portions of food.
Ms. Wyatt didn't expect much when she appliedtdral funding in 1996.

"We wrote a proposal and it was funded, and, hbnesé were quite surprised,” she said. "We were
delighted.”

Since then, the NIH has invested more than $1anifihn Mealtime Partner.
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Ms. Wyatt said the device appeals to mentally angigally disabled people who depend on caretakers
for just about every other need, but she didn'eekp large medical device firm to fund the tecbgygl

"If we weren't doing this project, nobody would'bghe said. "Because it's never going to be a VER o
DVD player as far as market size. It isn't of ietrto a lot of the bigger companies. It just igret
moneymaker they need. Yet it's going to be a heatithustry."

Ms. Wyatt said Mealtime Partners is now pursuingea sources of funding, such as venture capital
investment, to complement the initial SBIR money.

Biggest impact

Since the Defense Department has by far the bidmekget of any federal agency, it hands out the
greatest amount of tech funding.

Allen-based Mustang Technology Group LP has recemere than $3 million in contracts from the
Defense Department under the SBIR program.

Mustang makes radar applications, such as a sybnan be mounted on a military Humvee to de
incoming rocket-propelled grenades and then tetirdvoard defense system to shoot the rocket out of
the air.

Mustang did about $5 million in sales last year engrowing.

"We've bootstrapped it the whole way," said preside Kent Lowder. "Venture capital funding, that's
essentially a form of debt, which is kind of what're trying to avoid."

Mr. Lowder said that federal agencies are more odw@ble investing in companies that might not pan
out, but that doesn't mean getting a grant or echis easy.

He said agencies will often receive as many asr BB dunding requests for a single proposal and
approve only one of the requests.

The dollar figures may be small compared to thetimillion-dollar investments tech companies often
get from the $20 billion venture capital industoyt SBIR money is not meant to replace venture
funding or an initial public offering, Tech Fort \Wb's Mr. Higgs said.

"This is a bridge," he said. "This is not goingstestain you, but this is good money for doing aopas
concept and getting you over those first few miass."

E-mail vgodinez@dallasnews.com

LEADING STATES

Here's a look at the 10 states that received thst 8BIR funding in fiscal 2003. Experts say smadht
firms and entrepreneurs in Texas aren't takingadillantage of the program:

Rank State Total Awards Total Dollars
1 California 1,225 $385,672,62:
2 Massachusett 830 $242.349,77¢
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Maryland
Virginia
Colorado
New York
Ohio
Pennsylvani:
Texas
Michigan

POoOo~NO 0T W

o

325
364
291
239
237
225
276
128

SOURCE: Small Business Administration

Online at: http://www.dallasnews.com/sharedcontent/dws/bus/stories/030905dnbussbir2.d11e4.html

$96,583,46:
$96,533,59:
$80,935,80:
$78,727,24«
$74,456,52:
$73,032,62¢
$69,707,72(
$42,059,36¢
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