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One NC Small Business Program Year-End Report, FY 2019-2020

BACKGROUND

The federal Small Business Innovation Research (SBIR) and Small Business Technology Transfer
(STTR) Programs grant competitive awards to small businesses for Phase | proof-of-principle
research and development (R&D) and Phase Il early-stage product development.

The SBIR program is a highly competitive, merit-based award system designed to stimulate
technological innovation, strengthen the role of small businesses in meeting federal R&D needs,
and increase private sector commercialization of innovations derived from federal R&D.
Enacted in 1982 as part of the Small Business Innovation Development Act, (and then
reauthorized in 2000 and 2012), the SBIR program requires federal agencies with more than
$100 million in extramural R&D to allocate a percentage of their budgets exclusively for small
businesses. This set-aside began in 1983 at 0.2% and is currently 3.2%, resulting in the
availability of approximately $2.7 billion in fiscal year 2018 to small businesses R&D.

The STTR program is similar to the SBIR program, but its unique feature is its requirement that
the small business work jointly with a non-profit research institution. A minimum of 40% of the
work must be performed by the small business and a minimum of 30% by the non-profit
research institution. Such institutions include federally funded research and development
centers (FFRDCs), universities, university-affiliated hospitals, and other non-profits. Established
by Title Il of the Small Business Research and Development Enhancement Act of 1992, Public
Law 102-564, the STTR program requires federal agencies with more than $1 billion of
extramural R&D to reserve 0.45% of their budgets for R&D small businesses and their partners.
This set-aside currently results in the availability of approximately $380 million for fiscal year
2018.

The One North Carolina Small Business Program (hereinafter “the Program”)—the subject of
this report—entails two State-funded programs: the SBIR/STTR Phase | Matching Funds
Program and the SBIR/STTR Phase | Incentive Funds Program.! North Carolina is among a
handful of innovative states that have seen the value of leveraging federal SBIR/STTR funds
with State support of this type.

This report provides FY 2020 (7/1/2019-6/30/2020) commitment and disbursement information
for only the Matching Funds Program, as funds have not been appropriated to allow for the
operation of the Incentive Funds Program since FY 2009. Information for previous fiscal years is
available in previously submitted year-end reports for those years.

! Descriptions of both programs are provided later in this report, on pages 4 and 8, respectively.
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PROGRAM IMPACT

Between FY 2006 and FY 2019, 513 grants, totaling more than $26.2 million, were issued to
North Carolina small businesses.? As measured in a comprehensive evaluation of the Program
in 2017,3 this support has helped enable:

e the creation and retention of nearly 900 private sector jobs statewide — more to come
as more companies benefit and grow.

e more than 250 small businesses bring to market biotechnology, nanotechnology,
medical technologies, computer software, military/defense technologies,
pharmaceuticals, textiles, and other high-tech applications.

e more than 77 percent of the small businesses to remain in operation.

e the small businesses to attract more than $515 million in external investment, including
more than $122 million in follow-on federal funds.

e 60 percent of NC matching grant winners to win Phase |l federal grant awards, each with
a considerably larger average value of $1 million (nationally, 54 percent of Phase | award
winners graduate to Phase Il awards).

e the small businesses to produce more than $125 million in total sales resulting directly
from the technology developed with Program funding.

e significant technology/business-development partnerships among NC universities &
businesses.

Most of these companies are small and still growing, albeit rapidly. Thus, these impacts will
multiply greatly as the grants become fully utilized over time to grow new businesses and
enhance existing businesses. The Program was not funded during FY 2012, FY 2013, FY 2014, FY
2018, and FY 2020. And though the Program was not funded in FY 2020, many of the previously
funded projects remained active, and thus measuring their impact will not be possible until
they are complete, likely within the next year.

SAMPLE TESTIMONIALS
“This program has been great and the funds essential for the results we have achieved.”
~ Intelli-Products, Asheville

“This program delivers significant impact for my company and others. Expansion of the program
will offer job growth and continued enhancement of North Carolina on the National and Global
level.”

~PrimeNeuro, Inc., Durham

2 This includes 90 incentive grants, totaling $263,281.43, and 398 Matching grants, totaling $24,781,413.
Information grants in previous years is available in previously submitted year-end reports.

3 The Board of Science, Technology & Innovation conducts a comprehensive, in-depth evaluation of the Program
every five years. The latest evaluation of this type was conducted in calendar year 2017; the next evaluation is
scheduled for calendar year 2022.
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“The program has been a game-changer for our business. Mention of the funding has helped
grant us entry with other collaborators, entrepreneurs, and college and university resources in
NC that have enriched our business and improved our products.”

~Haw River Mushrooms, LLC., Graham

“The process of application for this Matching Fund is streamlined and decisions are fast. Overall,
| think this program is amazing and genuinely hope that it continues along the current path and
even expands to allow for greater contributions into our local community.”

~SinnovaTek, Raleigh

“Perfect. It really helped us provide a hands-on demo that had a huge impact in our success.”
~Vigilant Cyber Systems, Inc., Mount Airy

MATCHING FUNDS PROGRAM

Overview

The North Carolina SBIR/STTR Phase | Matching Funds Program awards matching funds to North
Carolina-based small businesses that have received a federal SBIR or STTR Program Phase |
award. The North Carolina Board of Science, Technology & Innovation, a division of the North
Carolina Department of Commerce, administers the Program.

Under the Program, awards can be made to eligible businesses for up to 100 percent of a firm's
federal Phase | SBIR/STTR Program award, up to a maximum amount of $100,000, until funds
available for the Program have been exhausted. Applicants who receive Matching Awards
receive 75 percent of the award amount upon receipt of an SBIR/STTR Phase | award, and
receive the remaining 25 percent of the award if their Phase | report is accepted by the funding
agency and they submit a related Phase Il application to the funding agency. Phase Il SBIR/STTR
awards can exceed S1million.

Purpose

The purpose of the Matching Program is to foster job creation and economic development in
North Carolina by increasing the competitive position of North Carolina small businesses in
attracting SBIR and STTR grant funding, and to provide an incentive for Phase | award-winning
firms to participate in the more substantial Phase Il program. The goals of the Matching
Program are to:

1. Increase the amount of federal research dollars received by North Carolina small
businesses;

2. Increase the intensity of the research conducted under Phase I, making North Carolina
small businesses more competitive for Phase Il funds;

3. Help North Carolina businesses bridge the funding gap period between the final Phase |
payment and the first Phase Il payment in the federal SBIR/STTR Program; and
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4. Encourage the establishment and growth of high-quality, advanced technology firms in
the State of North Carolina.

FY 2020 Summary
e Although $1.0 million was slated to be appropriated to the One North Carolina Small
Business Program, the FY 2020 Budget Act was not approved into law and no new grant
awards were made in FY 2020.

e The Program committed $1,201,989.50 in funding via 25 grants during FY 2019, and
disbursed slightly more than % of it during FY 2019.# Just over 16% of the remaining
amount was distributed in FY 2020, and the remainder will either be distributed in the
following fiscal year or reclaimed.

e The Program also disbursed $40,000 to three grantees from FY 2017.

The following table provides information, including amounts committed and disbursed during
FY 2020.

4 The reason more funding was available than the FY 2019 appropriation of $1.0 million was because $201,990 in
de-obligated funds were “recycled” and carried forward from previous years, when some grantees did not meet
requirements for receiving their Stage 2 payments.
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Total Grant Amount
Organization Legal Organization | Organization Amount Committed | Disbursed in
Name Project Title City County Committed | Fiscal Year FY 2020
Adamas . Fluorescent Nanodiamonds for Raleigh WAKE $50,00000 |2019 $12,500.00
Nanotechnologies, Inc | Multiplexed Imaging and Diagnostics
Altis Biosystems, Inc, | CO-Culture cassette for anaerobesand | oy | oRaNGE $50,000.00 | 2019 $12,500.00
primary human intestinal epithelium
Non-Opiate Topical Formulations for
Arcato Laboratories Inc | Treating Pain Associated with Molar Greenville PITT $34,986.50 2019 $8,746.50
Extractions
Clinical Sensors, Inc | Point-of-Care Nitric Oxide Sensor for | py DURHAM $65,000.00 | 2017 $16,250.00
Wound Management
EnergyXchain, LLC Transforming Complex Utility Charlotte | MECKLENBURG |$50,000.00  |2019 $12,500.00
Transaction Management
InnAVasc Medical Inc. | Bullet Proof vascular graft to prevent |, o DURHAM $30,000.00 | 2017 $7,500.00
dialysis access cannulation injury
Intelli-Products Inc. E;’l'ty(;:q”tomated PVArray Assembly |\ peville  |BUNCOMBE  |$50,00000 | 2019 $12,500.00
Interver?tlonal 2nd'—G‘enerat|.on Spinal Analgesic Durham DURHAM $50,000.00 2019 $37,500.00
AnalgesiX Inc. Resiniferatoxin
Chromatography-Free Antibody
Isolere Bio, Inc Purification by Affinity-Phase Durham DURHAM $50,000.00 2019 $12,500.00
Separation
A Novel Horseshoe Crab Device and
Kepley Biosystems Inc | Approach For a Sustainable Endotoxin | Greensboro | GUILFORD $50,000.00 2019 $12,500.00

Testing Resource
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Development of novel Amadorins for

Research

Praetego Inc Diabetic Neuropathy Triangle Park DURHAM $50,000.00 2019 $12,500.00
Objective, MRI biomarkers for pre-
symptomatic detection of autism

PrimeNeuro, Inc. spectrum disorder at 6 months old: Durham DURHAM $50,000.00 2019 $12,500.00
commercial software development and
optimization
Microarray performance enhancement | Research

Redbud Labs . . e . DURHAM $65,000.00 2017 $16,250.00
using microfluidic mixing Triangle Park

Secmation, LLC SoCrypt - High Assurance Software Raleigh WAKE $50,000.00 | 2019 $12,500.00
Cryptography for Small Satellites

SinnovaTek Advanced Portable Processing Platform | Raleigh WAKE $48,958.50 2019 $12,239.50
Towards commercialization of

Triangle cavitation-enhancing nanodroplets for .

Biotechnology, Inc DNA sample fragmentation in NGS Chapel Hill ORANGE »50,000.00 2019 »12,500.00
applications

Vigilant Cyber Systems, | Electromagnetic B.attle Damage Mount Airy | SURRY $50,000.00 2019 $12,500.00

Inc. Assessment Toolkit

Total $843,945.00 $235,986.00

NOTE: Committed and disbursed amounts in the table above differ because businesses receive 75 percent of the committed grant amount upon award, and the remaining 25
percent after certain Program performance/completion criteria are met. The remaining 25 percent disbursement often occurs in a different fiscal year from the original

commitment fiscal year.
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INCENTIVE FUNDS PROGRAM

Overview

The North Carolina SBIR/STTR Phase | Incentive Funds Program reimburses qualified North
Carolina businesses for a portion of the costs incurred in preparing and submitting Phase |
proposals for the U.S. Government’s SBIR and STTR Programs. Under the Incentive Funds
Program, the State issues qualified applicants a grant in the amount equal to 50 percent of their
approved Phase | Proposal preparation costs, up to $3,000. These grants are awarded to
qualified applicants on a first-come, first-served basis, up to the limits of available funding. The
North Carolina Board of Science and Technology, a division of the North Carolina Department of
Commerce, administers the Program.

Purpose

The purpose of the Incentive Program is to foster job creation and economic development in
North Carolina by encouraging North Carolina small businesses to compete for federal SBIR and
STTR awards. The goal of the Incentive Program is to increase the number of North Carolina
applications for federal SBIR and STTR Phase | awards.

FY 2020 Summary
e Funding was not appropriated to allow for the operation of the Incentive Funds Program
during FY2020.

CONCLUSION

A handful of innovative states, including North Carolina, have seen the value of leveraging
federal SBIR/STTR funds with State support. North Carolina’s entrepreneurial community has
enthusiastically heralded the One North Carolina Small Business Program’s creation for its
impact on growing the state’s entrepreneurial economy, and for the fact that it reflects a
substantial recognition by lawmakers of the importance of innovation and entrepreneurship to
the economic health of the state. As the impact measures above indicate, the Program enables
North Carolina’s small businesses to generate the kinds of innovation critical for making the
state a leader in the global economy.
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