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Growth Fund seeking tech firm investments

Offices opening in Orlando and Fort Lauderdale

Orlando Business Journal - by Bill Frogameni Staff Writer




Fund manager Greg Baty

Central Florida technology firms expect a boost from a $250 million state investment fund designed to spur innovation. The Florida Growth Fund, an arm of the state’s pension fund, will open offices in Orlando and Fort Lauderdale to invest in companies statewide.

Venture capital — hard to come by, even during good times — has been even harder for growing firms to tap during the recession, said Jane Teague, executive director of the Enterprise Development Corp. of South Florida, a Boca Raton-based nonprofit that assists emerging science and technology companies. That makes the fund important.

“It’s very substantial,” she said. “It’s just a question of who they’re going to invest in.”

There’s no geographical formula for how the fund will be invested, but the fact that it will have offices in Orlando and Fort Lauderdale is a sign of Central and South Florida’s likely importance. In fact, its first, and only investment to date, was in an Orlando firm.

State lawmakers created the fund last year to invest in private firms with a significant presence in Florida. The emphasis will be on technology businesses — those in hardware, software, bioscience, etc. — but the fund will consider all growth companies with a substantial Florida connection, said fund manager Greg Baty. For instance, it may consider a promising manufacturing company.

Aside from individual companies, the fund also will target other funds for investment. Technology will be emphasized there, too, but the primary focus will be the potential return on investment, Baty said.

Depending on state pension administrators, the Florida Growth Fund eventually could increase to 1.5 percent of the value of all pension fund assets — currently, 1.5 percent would be about $1.5 billion. But $250 million is a good starting point to test the program, said Dennis MacKee, spokesman for the State Board of Administration, which oversees the pension assets.

The return on investment goal is a 7.5 percent average over 15 years, MacKee said. Including the Florida Growth Fund, the state has about 3.5 percent of the pension fund in riskier private equity investments.

Investments typically will be between $3 million-$15 million, Baty said. Another goal is to invest about half the

$250 million directly in individual firms and the other half in funds. But that, too, will depend on what opportunities arise.

The fund will be managed by Hamilton Lane, a Philadelphia-based private equity management firm that oversees $88 billion in assets, said the company’s Web site. Florida awarded Hamilton Lane the contract to manage the fund in June after a competitive bid process.

So far, Hamilton Lane has been paid $961,000 in fees, MacKee said. But the state cannot disclose how Hamilton Lane will get paid in the future, only what it received after being paid.

In addition, the state cannot disclose specific investments made by Hamilton Lane or the amount of those investments, since it’s proprietary information, MacKee said.

Baty declined to detail Hamilton Lane’s fee schedule, but he noted that Hamilton Lane would invest its own money in each deal in an amount equal to 2 percent. “We’ll have skin in the game in every deal.”

Before joining Hamilton Lane this year to manage the Florida Growth Fund, Baty worked in venture finance in Silicon Valley. Before that, he spent nine years playing professional football — including his last five with the Miami Dolphins.

The fund has considered numerous opportunities, and in September made its first investment with Voxeo, an Orlando-based voice recognition and voice-over-Internet protocol software company with 140 employees and $40 million in revenue. The investment will help Voxeo with plans to double both its employees and revenue by 2011, said spokeswoman Megan Maxwell.
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