
Angel Group Profile: The Fund for Arkansas' Future
The Fund for Arkansas’ Future, based in Little Rock, AR, officially opened its doors in January, 2005 after recruiting investors throughout 2004.

“There was a predecessor group—which was more of an investment club—that operated from 1999 until 2004,” says Jeff Stinson, executive director. “They looked at deals together but made their own investment decisions. In 1999 everyone thought angel investing was cool and fun, but as time went on, people realized that angel investing is hard and that you need a lot of discipline to do it well. A core group said there has to be a better way. Instead of these individual decisions, let’s get people to put money into a fund. It has turned out to be a far better model for us.”
Stinson and others did a road show around the state with receptions and functions wherever they could gather interest. The fund closed in late 2004 with 57 investors and $6.6 million of committed capital. The minimum investment was $100,000 which will be funded in four installments, with $25,000 up front.
The fund is member-managed; investors benefit from state tax credits
As of December 2008, the fund has been approached by 187 companies. “We’ve made 13 investments in eight different companies with no exits yet,” Stinson says. The fund invests only in Arkansas businesses.
“Our first responsibility is to generate returns, but we also want to help with economic development efforts and do a greater good for the state,” he says. “We feel like if we invest in good companies and our shareholders make money, a bi-product will be helping the state by creating new jobs.”

Arkansas has a private equity state income tax credit to encourage private investment in early stage companies. For approved investments, investors can receive a 33.3 percent credit that reduces their state income tax obligation dollar for dollar. “We got our entire fund approved,” Stinson says, “so that when an investor puts $100,000 in the fund, they receive a $33,333 credit with the condition that the fund invests the money within two years.”
Five managers act as a board of directors with overall responsibility for administration of the fund. A seven-person investment committee, with no overlap with the managers, determines the fund’s investments. As executive director, Stinson manages the day-to-day operations of the group and also participates in screening deals. The managers set his salary and compensation and select the members of the investment committee.
Angel group members are enlisted in the screening, due diligence, and mentoring efforts undertaken by the fund. 
“Our group may be somewhat unique in that all of us involved in the management of the fund are investors in the fund,” Stinson says. “We all have money at risk in this process.” 
The fund’s guidelines and operating agreement are to invest between $100,000 and $1 million in any one company. Typical first round investments range between $200,000 and $400,000 with the expectation of company exits in five to seven years.
The group does not have a sponsorship program, charge member dues, or charge entrepreneurs to present their business plans. Expenses are funded out of the fund principal. 

Eight portfolio companies span a broad range
“We try to stick with innovation, whether that is technology or not,” Stinson says. “We have learned that the less innovative the company is, the more we have trouble. We have invested with other groups, but not yet with a venture capital fund, mostly because they are in later stages and most of our companies are pre-revenue.”
One of Stinson’s favorite investments is Infusion Marketing Group, a database management company that helps community bankers drive profitable growth through ProfitGenerator, an easy-to-use direct marketing web portal. 
“The company has four senior executives that left a large, publically traded high technology company to start this business,” Stinson says. “Most banks’ profits are made from multi-product customers. Infusion offers automated, cross-marketing services to banks and initiates marketing campaigns.” 
Another company in the angel group’s portfolio is Balm Innovations. The firm makes a proprietary, topical cream that uses tea tree oil and was developed at an Arkansas-based research and teaching hospital. “A student wrote her business plan around it for a senior capstone project, and she has started the company,” Stinson says. “It is a business to consumer model. She is building a brand in the marketplace.”
Deal flow is one of the greatest challenges for the Arkansas group. “About three or four new companies per month approach us,” Stinson says. “We are way below the national average of 12 to 15, so we don’t do anything to discourage applying companies. We try to be entrepreneur-friendly and talk to anyone. Even if we decline the investment or screen it out right up front, I still have a conversation with the entrepreneur about things to think about that could make the business more appealing.”

Stinson hasn’t seen any downturn in deal flow based on the economy. “We try to market our fund as best we can,” he says. “I talk to college classes, Rotary Clubs, and have gone on morning television segments to talk about the fund. We send out press releases after every investment. We want every entrepreneur in Arkansas to know that we are here.” 
