Potential Funding Sources in the evolution of a Spinout Company
Cardiff University works closely with our partner Fusion IP to facilitate development and commercialisation of the outcomes of academic research. Researchers will work closely with the University’s Technology Transfer team and will liaise with appropriate Fusion IP business managers to identify the funding, expertise and strategy to maximise the commercialisation potential of University generated IP and technologies.
Early Stage

NESTA

The National Endowment for Science, Technology and the Arts (NESTA) was set up with National Lottery money with the aim of investing in talented individuals and ground breaking ideas to promote innovation.  Whilst investment can be made into more developed projects, an early approach is necessary as often projects are deemed to be too advanced.  NESTA can award ‘Dream Time Fellowships’ to high achievers with a ten year research record.  See www.nesta.org for open calls and application procedures.

Development Stage

Cardiff Partnership Fund (CPF)
Cardiff Partnership Fund is an independent fund, originally set up in 2000 with £4m investment.  Numerous Cardiff University spin-outs have benefitted from the fund, which has helped realise the potential of promising University technology – to the formation of a viable spin-out company. The fund can make investments in University technology to develop it towards commercialisation, either before or after spinout.  The fund is not available for ‘research’ projects – there must be a commitment to commercialisation, though the exact route may not be known.  Applicants will work closely with the Technology Transfer team to assess applicability, and manage applications for CPF funding. Amongst other things, the fund is able to support the development of a prototype, management costs or the consultancy required to define market analysis and route to market.  It is unlikely that the fund will invest more than about £50k in a project, and ideally intervention will draw down additional funds from elsewhere.  Contact Nick Bourne for further information.
Late Stage

Local Authority Grants

Through the economic development function of Cardiff County Council, grants and loans can be made available to support the development of viable businesses in Cardiff , with other local authorities offering similar facilities within their own boundaries.  A range of eligible purposes includes capital grants and technology grants see www.cardiff.gov.uk (following links to Economic Development via Council services) for fuller details.  Grant rates vary with the status of the location of the company, and in general location outside the ‘Objective 2’ area in the coastal strip to the south of the City results in only modest grant eligibility.
Venture Capital
Investment may be available from specialist investors, though early stage investors are hard to find.  Business Angels are wealthy individuals, often people who have developed and sold their own businesses, and who are looking to re-invest the proceeds with or without a management involvement.  In Wales the Xenos Business Angel Network exists to bring together angels and potential projects.  They publish a monthly newsletter outlining all possible investment opportunities and have regular meetings at which the Angels receive presentations from applicants.  There is a fee of £150 to register on their database.  A typical size of Angel investment is £10,000 – £50,000, though there may be consortia of Angels willing to come together to fund larger requirements.
Venture Capitalists (VCs) raise funds from a variety of sources and invest the fund to provide a return for their investors and at the same time cover the management costs.  Because of the need to create high returns, VCs are generally selective in the projects they support, seeking those with a potential high return in the short to medium term (say three to five years maximum).  The VCs’ return comes through realising their investments at a profit (known as their ‘exit’), which will generally mean that the business in which they invest must be capable of being launched on a public stock market (a flotation) or to another company interested in purchasing it (a trade sale).  
VCs will generally invest into a company by providing a mixture of loans and share capital, meaning that the founding shareholders have a lower proportion of the company than originally.  The proportion of shares sought for the investment will be governed by the need to see a predetermined level of return and the VCs estimate of the amount the company will be worth at exit. Clearly income predictions will be important in assessing the value of the company.  They will usually have the right to appoint a director, at a cost to the company, and will monitor the progress against agreed milestones and the business plan.  VCs will undertake an in depth review of the business before investing (due diligence) and will generally only provide larger sums – in excess of £1 million – though it may be possible to find some funds willing to invest sums of around £500,000.  Investment decisions will be governed by the fund’s stated aims and area of operation, and will also be constrained by the need to balance the portfolio of investments in terms of risk, maturity and sector.  
Finance Wales plc is a subsidiary of WDA/WAG which acts as a VC in Wales.  The Spinout Loan fund is mentioned above, and there is also a loan fund which has been used by companies that can demonstrate repayment ability.    In general, however, the Finance Wales requirements for exits – ideally within the two to three year timescale - and demonstrable income flow will mean that their equity funds are not available to new start businesses.  This has certainly been shown by experience to date.
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