S

e

LT

8

Lt

.

e

237

-

BT

TR A




Introduction

At Innosphere Ventures, we are proud to share that our commitment

and efforts towards fostering technology based economic growth and
innovation have recently been recognized and supported through
significant new programmatic funding. Our journey over the past 26
years as a 501(c)(3) organization has been centered on being a catalyst

at the intersection of entrepreneurship, venture capital, and economic
developmentin Colorado, and now over a larger geographic region. And,
our understanding and tracking of venture capital trends at both regional
and national levels have positioned us as a critical player in the thriving
venture capital landscape.

Recently, Innosphere was honored to receive a EDA Build to Scale Grant.
Awarded a $2 million grant by the U.S. Economic Development
Administration, this funding is a key enabler for us to expand our
mission in the life sciences sector. The Build to Scale program focuses

on accelerating innovation and economic growth, and our role in this
initiative is pivotal. Through this grant, we are dedicated to advancing
life sciences innovation across a multi-state region, supporting the
development of groundbreaking technologies and fostering economic
growth. This program aligns perfectly with our goals of nurturing
impactful innovations and stimulating the regional economy.

Furthermore, The CO-WY Climate Resilience Engine, spearheaded by
Innosphere Ventures, was awarded an inaugural Regional NSF Engine

award, Eligible for $160 Million in funding over the coming decade.
This is a significant accomplishment highlighting our pioneering approach
towards climate resilience and technological innovation in the Colorado
and Wyoming regions. This recognition underscores our commitment to
driving impactful climate solutions and fostering a robust, technology-
driven regional ecosystem. Our focus is on aligning diverse partners and
stakeholders to address environmental challenges and build community
resilience, marking a crucial step in our ongoing efforts to accelerate

climate resilient technologies.
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https://innosphereventures.org/innosphere-ventures-awarded-2-million-grant-from-the-u-s-economic-development-administration-to-advance-life-sciences-innovation-across-6-states/
https://www.co-wyengine.org

Colorado VC Activity

Colorado’s venture capital scene has demonstrated a resilience
that mirrors the state’s entrepreneurial spirit. In the face of shifting
economic tides, our ecosystem has retained momentum, with 2023
unfolding as a year of strategic growth and focused investment. Key
sectors, including technology, healthcare, and cleantech, have con-
tinued to attract investors, bolstering the state’s reputation as an
innovation hub.

While nationwide venture funding has seen a deceleration, Colorado’s
deal flow remains robust, indicating a sustained investor confidence
and an attractive startup environment. This period of recalibration
presents an opportunity for strategic positioning, as Colorado ven-
tures continue to attract diverse funding partnerships.

In 2023, despite following a record year in 2021, the state’s VC activ-
ity saw an impressive $4.3 billion in invested capital, with 496 deals
recorded. This performance, against a backdrop of a nationwide
slowdown in venture funding, underscores Colorado’s strong startup
ecosystem and its attractiveness to investors.

In a notable development within Colorado’s venture capital land-
scape. Techstars, a prominent player in the startup accelerator space,
and early stage investor has announced its departure from the state.
This move marks a significant shift, given Techstars’ integral role in
nurturing early-stage companies and fostering innovation across
various sectors.
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Capital Invested X State

$12B

10B

8B
Texas

6B

4B Colorado
Florida
lllinois

2B Minnesota
Arizona
Utah

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: PitchBook Data, Inc « Created with Datawrapper

Deal Count X State

1,200
Texas
1,000
800 Florida
600
Colorado
lllinois
400
Minnesota
200 Utah
Arizona
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: PitchBook Data, Inc. « Created with Datawrapper

innosphereventures.org



Capital Invested X Deal Type
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Colorado VC Activity

Colorado VC Activity by Deal Type

The venture capital landscape in Colorado, when broken down by
deal type, presents a compelling story of growth and maturation in
the startup ecosystem from 2013 to 2023. Angel and Seed investments
began with a substantial $131.36 million in 2013, gradually escalating
to a peak in 2021 at an impressive $709.96 million before moderating
to $340 million in 2023. This indicates an initial high enthusiasm

for nurturing nascent startups, followed by a period of strategic
consolidation.

Early-stage VC investments saw a more pronounced growth
trajectory, leaping from $335.64 million to an unprecedented $3.19
billion in 2021, and then stabilizing at nearly $1.6 billion by 2023. This
surge reflects investors’ willingness to back businesses as they prove
their concepts and begin scaling operations.

Later-stage VC investments experienced the most dramatic swell,
skyrocketing from $822.27 million in 2013 to a staggering $4.53 billion
in 2022, eventually adjusting to $2.38 billion in 2023. These figures
underscore the mature phase of business growth, where companies
are likely expanding significantly or preparing for exits.

The deal counts parallel the capital invested across each stage. Angel/
Seed deals started at 197 in 2013, reached a zenith of 376 in 2019, and
tapered to 253 by 2023, mirroring the capital trends and indicating

a healthy, though selective, investment environment. Early-stage

VC deals followed a similar pattern, with peaks and troughs, but
remained a constant presence, suggesting steady investor interest.
Later-stage VC saw increasing deal counts, peaking at 196 in 2021,
signifying investor confidence in more established businesses.
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Breakdown by Series

In 2023, Colorado’s venture capital landscape showcased distinct
trends across funding stages. Series B investments in Colorado
saw a noticeable rise in both capital and deal count, reflecting
investor confidence in scaling companies. Conversely, Series A
funding experienced a slight dip in capital, despite a stable deal
count, hinting at more cautious investment sizes at this stage.

Seed-stage investments maintained a consistent deal flow,
underscoring a vibrant entry-level startup scene, but encountered
a decline in total capital invested, suggesting a more selective
approach from early-stage investors. At the more mature Series

C and D stages, the expected lower deal count accompanied by
fluctuating investment amounts highlighted the large-scale, high-
stakes nature of late-stage funding.

Overall, Colorado’s venture capital activity in 2023 depicted

a balanced ecosystem, with strong support for growth-stage
companies, cautious optimism at the entry and early stages, and
targeted, substantial investments in mature startups, illustrating a
dynamic and adaptive venture capital environment.
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Capital Invested X Vertical
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Breakdown by Vertical

The venture capital investments in Colorado’s key verticals:
CleanTech, Saa$, and Life Sciences have illustrated notable trends
over recent years. Within the CleanTech sector, there has been an
ebb and flow of capital, with significant peaks indicative of both
the sector’s potential and its cyclical nature. The year 2021 was
particularly robust, seeing an influx of over $1.23 billion, which
speaks to a keen investor interest in sustainable and renewable
technologies.

The SaaS vertical has experienced a remarkable swell, peaking in
2021 with $2.29 billion investment, pointing to the high scalability
and continued demand for cloud-based software solutions. This
trend is backed by Colorado’s reputation as a growing tech hub,
fostering innovation and digital transformation across industries.

In the Life Sciences domain, investment has had consistent
growth over the past decade, underscoring the critical role health
innovations and biotech play in Colorado’s economy. The recent
influx of funds has been directed towards R&D-intensive firms,
many of which are pioneering new treatments and medical
technologies.

These investment trends are a reflection of job growth and sector
expansion within Colorado. The state’s CleanTech sector has
notably contributed to job creation, as Colorado is recognized

as arenewable energy powerhouse, with nearly 2,100 cleantech
companies supporting a vibrant energy ecosystem and providing
an significant economic impact according to Metro Denver EDC.

The SaaS sector’s expansion in Colorado is supported by the
state’s strong digital infrastructure and a growing workforce skilled
in cloud-based technologies. The Life Sciences sector has been
bolstered by institutions like the University of Colorado Boulder,
Anschutz Medical Campus, which is at the forefront of medical
innovation and has been a major draw for investment and talent.

innosphereventures.org



Deal Specifics

The venture capital landscape in Colorado narrates a story of
progressive growth and investor optimism. In the past decade,
from 2013 to 2023, the median deal sizes for angel and seed
funding more than doubled, reflecting burgeoning investor
confidence in the nascent stages of business innovation. The
trend in early-stage venture capital deal sizes reveals investors
are increasingly willing to commit larger sums as companies
prove their potential, with a notable spike in 2021. This pattern
underscores a rich vein of opportunity within Colorado’s start-up
environment, attracting both domestic and cross-state interest.

Later-stage ventures have also enjoyed substantial injections of
capital, with median deal sizes maintaining a strong position,
albeit with the expected ebb and flow as the market responded
to broader economic trends. The pre-money valuations echo this
sentiment, where later stages command significant valuations,
peaking impressively in 2021. This robust financial commitment
indicates that as companies near maturity, their value and
influence within the market grow correspondingly.

Colorado’s consistent draw of capital investment across all stages
of venture capital signifies a diverse and flourishing economic
sector, with a particular emphasis on technology, healthcare,

and CleanTech start-ups. The state has become a beacon for
entrepreneurs and investors alike, marked by an ecosystem that
supports growth from the ground up. The increase in median deal
sizes and pre-money valuations is a clear indicator of the state’s
potential for sustained economic development and its capacity to
foster innovation.
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Colorado Median Deal Size ($M) by Type
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Colorado Exit Activity ($B)
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VC Backed Exits

The venture capital-backed exit activity in Colorado reflects a
vibrant and fluctuating market over the past decade. In 2013,

the capital invested in exits started at over $1 billion, setting a
promising pace for the state’s venture capital activities. There was
a significant surge in 2016, with capital reaching approximately
$1.74 billion, indicating a period of heightened activity and
lucrative exits.

However, this upward trend saw a notable dip in 2017, dropping
to $864 million, only to rebound massively in 2018 with a peak at
nearly $2.43 billion. This peak was followed by a stark decrease in
2019, descending to about $628 million. Yet, the market displayed
remarkable resilience and recovery, with 2020 witnessing the
highest exit activity in the decade at over $3.42 billion.

The subsequent years showed a decrease, with 2021 seeing
around $1.13 billion, followed by a significant drop in 2022 to
approximately $333 million, suggesting a potential cooling off or
market adjustment phase. Nonetheless, 2023 showcased a robust
comeback, with the capital rising again to approximately $2.74
billion, highlighting the enduring attractiveness and potential of
Colorado’s startup ecosystem for lucrative exits.

The deal count also tells a tale of the state’s dynamic market. The
number of deals remained relatively stable from 2013 to 2015,
averaging around 26 per year. A notable increase occurred in 2017
and 2018, with deals reaching 34 each year, indicating a buoyant
market for venture capital exits. The peak in deal count came in
2021, with 48 deals, aligning with the high capital investment seen
that year. Although there was a slight decrease to 39 deals in 2022,
the count rebounded to 45 in 2023, suggesting investor confidence
and a healthy, maturing market.
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Analysis of Investors

The venture capital climate in Colorado has seen an evolving trend
of investment patterns, particularly in 2023. Cross-state investors
contributed 70.3% to the VC deal activity, showcasing an interstate
confidence that remains significantly high, though slightly reduced
from the 87.4% peak observed in 2021. This dip may suggest a
gradual shift towards a more balanced distribution of local and
national investor interest. The ‘Some Cross State’ activity, which
includes both local and out-of-state investors, climbed to 25.8%,
indicating an openness to collaborative ventures and an appetite
for diversified investment portfolios.

Notably, in-state or ‘No Cross State’ investment activity, although
smaller at 3.9%, represents the local investors’ commitment to
nurturing Colorado’s homegrown innovation. With total deal
activity amassing $1.517 billion, the state’s economic environment
continues to thrive as an attractive landscape for venture capital
pursuits. This influx of capital underscores Colorado’s rich tapestry
of opportunities in sectors poised for growth, such as Saas, Life
Sciences, and CleanTech.

Colorado’s innovation ecosystem benefits from these investment
trends, which fuel the advancement of startups and support the
development of new technologies. The presence of high-profile
investors and the increase in deals reflect the state’s reputation as a
fertile ground for emerging businesses. The data reflects not just an
economic transaction but a strategic engagement with Colorado’s
vibrant culture of entrepreneurship.

However, a notable challenge remains in the realm of domestic
capital mobilization. Despite an increase in locally based funds and
investors over the last decade, cross-state investments continue

to predominate, indicating that Colorado’s innovation ecosystem,
while robust, still relies heavily on external financial sources.

This scenario underscores the need for a more pronounced
development of local investment channels to fortify the state’s
venture capital infrastructure from within, ensuring a sustainable
and self-reliant ecosystem for future entrepreneurs.
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Colorado Cross State VC deal activity ($SB) by Investor
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Local Ecosystem Players - Private

Techstars, a powerhouse in the startup accelerator space, has

been instrumental in cultivating Colorado’s tech ecosystem. As

they shift their headquarters to New York, they leave behind
a transformed landscape that has seen Boulder and Denver
emerge as top startup cities in the nation. This departure
marks the end of an era for Colorado, and their absence may
lead to a reduction in early stage investment locally.

Despite Techstars’ relocation, Colorado’s venture capital
scene remains dynamic and diverse. Service Provider Capital,
based in Vail, targeting co-investment at Seed & Series A.
Range Ventures, a Denver-based firm, is known for its focus
on local early-stage startups, looking to catalyze growth in the
technology and consumer sectors within the region.

Innosphere Ventures Fund based in Fort Collins made 7 early
stage investments in Life Sciences & SaaS in 2023. Known for
their ability to lead early stage rounds in the Mountain Plains
region, Innosphere Ventures fund is dedicated to investing in
entrepreneurs building technology-that-matters in markets-
that-matter.

Caruso Ventures, based in Boulder, takes a more personalized
approach, focusing on companies that align with their values
of sustainability and innovation. Access Venture Partners,
from Westminster, specializes in helping entrepreneurs
achieve scale with their innovative solutions, emphasizing a
collaborative approach to investment.

The Greater Colorado Venture Fund, based in Telluride,
specifically targets the rural Colorado startup ecosystem,
providing much-needed capital and resources to areas often
overlooked by traditional venture funds. Plug and Play Tech
Center, is California-based but with an active presence in
Colorado.
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Most Active Colorado VC Investors by Deal Count
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1 Techstars Boulder Colorado 26
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Local Ecosystem Players - Public

Grants by Government Organizations

University Name NIH - FY23 NSF - FY23 DOE - FY22
In FY 2023, Colorado’s research institutions showed a marked Colorado State
increase in government funding, bolstering their R&D University S47.45M $42.69M 38.45M
capabilities. Colorado State University elevated its NIH funds
to $47.45M, with NSF contributions at $42.69M, evidencing a fﬂ‘i’r'%?do Schoeliof $1.31M $17.96M $983.41K
more pronounced research focus. The University of Colorado
Boulder garnered $60.56M from NIH and led with NSF grants University of
at $93.02M, highlighting its research prowess. The University Colorado Boulder $60.56M 593.02M $11.73M
of Colorado Denver’s NIH funding rose to $358.58M, while
the Colorado School of Mines continued to attract funding, University of $358.58M $6.21M

with nearly $1M from DOE, affirming their role in advancing CUREL O N

scientific research.
Source: NIH, NSF, DOE - Created with Datawrapper

Research Institutions and Technology Transfer Programs

Colorado State University

The Colorado State University’s technology transfer efforts are spearheaded by CSU STRATA, which is dedicated to protecting, managing, and licensing intel-
lectual property developed within the CSU System. Their aim is to transform cutting-edge research into impactful products and services that can benefit soci-
ety at both local and global levels. Through partnerships with industry and a focus on nurturing a culture of innovation, CSU STRATA offers a broad spectrum
of support to inventors and entrepreneurs within the university system.

University of Colorado System

The University of Colorado’s innovation ecosystem, encompassing CU Innovations and Venture Partners at CU Boulder, alongside the Deming Center Venture
Fund, significantly contributes to the state’s economic and intellectual growth. CU Innovations, with a focus on biomedical technologies, has generated over
$5 billion in economic impact for Colorado, filing more than 2,000 patents and fostering 146 inventions, 178 patent filings, and 95 deals in FY 2022 alone.
Meanwhile, Venture Partners has been instrumental in transforming groundbreaking research into solutions for major world issues, spinning out over 155
startups since 2018 and achieving a $1.9 billion national economic impact. Additionally, the Deming Center Venture Fund enhances this vibrant innovation
landscape by offering graduate students hands-on venture capital experience, thus enriching the educational and entrepreneurial fabric of the Colorado and
CU communities.

Colorado School of Mines

The Technology Transfer Office at the Colorado School of Mines aims to enhance the commercialization process of academic research produced by faculty
and students. With over 60 currently available research and innovative ideas, the program has developed a strong pipeline of prospective startups, assisting
the research community with all the steps needed to launch their ideas. The office also facilitates connections with internal and external partners to assist in
the development process. Mines launched a seed-stage venture capital fund in 2022.
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