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IVCA Viewpoint

About IVCA
IVCA enhances the growth of the Midwest’s $100
billion venture capital/private equity community
by advocating on behalf of the industry.
– Promote institutional investment in local private equity firms.
– Provide networking opportunities for Midwest-based firms.
– Support public policy initiatives that make Illinois an appealing
financial center.
– Share up-to-the-minute news on local venture capital/private
equity firms and professional service providers.
– Facilitate intermediaries’ and entrepreneurs’ identification of
appropriate venture capital or private equity firms for a given
investment.
– Communicate the substantial economic value of a strong
private equity community.
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Letter From IVCA Chairman Lee M. Mitchell
I am a Private Equity investor. And I have been for 20 years. My role has been a very
direct one, as a principal of private investment firms.
Countless millions of people are investors in and beneficiaries of private equity. They
just don’t realize it.

IVCA Chairman Lee M. Mitchell

“Countless millions
of people are
investors in and
beneficiaries
of private equity.
They just don’t
realize it.”

The arms of our private equity and venture capital sector spread wide, enveloping
the many Americans whose lives are touched by the benefits made possible by the
investments of institutional investors and others. Forty-three percent of private
equity dollars come from public and private pensions that support retirees. Nineteen
percent comes from endowments of colleges and universities and the foundations
that undertake important social missions, the Private Equity Growth Capital
Council reports.
Yet, despite its benefits, private equity hides in plain sight. Few voters, taxpayers or
informed citizens truly understand the invaluable role our industry plays.
In our last IVCA Viewpoint, we focused on defining private equity, seeking to capture
in depth its role as a vital engine that helps power the American economy. In
the report, “Private Equity, Public Good: The Case for an Essential Industry,” we
emphasized that more than 14,200 U.S. companies, employing 8.1 million people,
were then owned by private equity firms, 2,300 of them. Those numbers have
grown since then.
We also highlighted the local brand names financed by Illinois private equity firms:
names such as ATI Physical Therapy, Bioniche Pharma, DeVry University, Giordano’s,
Orbitz, Peapod, School of Rock and Ulta. The report gained wide attention as a
strong vehicle for helping people understand and appreciate the significant role
that private equity plays.
With this report, we are continuing this vital ongoing public conversation. Specifically,
we have centered it on those who gain from the investment returns that private
equity generates. Again, few people really grasp that contribution and, why should
they? Unlike, public stocks, few individuals invest in venture and private equity.
It is an asset class that is the purview of the professional, institutional investor.
Those that benefit from a pension, a university-endowed scholarship or charitable grant
may understand that the dollars that flow to them come from investments made for
that purpose. But it is unlikely that these individuals know that venture and private
equity is an important part of the institutional investment portfolio.
We hope you will peruse this report and its stories about specific people touched
by and benefiting from our industry. We think you will gain valuable information
and insights into how hundreds of millions of people in the U.S. and worldwide
benefit from private equity and venture capital. We hope you will share this information
and help lift the veil of misunderstanding.
Separately, as the IVCA’s 2014-15 chairman, let me report that this 14-year-old
association continues to deliver on the three goals in its mission statement:
• Promote

investment in Illinois.
for the Illinois venture capital and private equity community.
• Serve our membership.
• Advocate
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IVCA allows us to act together as a $100 billion industry in Illinois, with one voice
on issues important to us and our portfolio companies.
Our excellent staff is always working to improve our services. We think our new
logo does a better job of capturing that we’re all about Illinois private equity and
venture capital, with the distinctive shape of our state next to our increasingly
familiar acronym. And the programs we host, or partner with others to present,
showcase what we’re doing for the private investment community.
In the last year, among other educational events for members and guests, IVCA
hosted a full-day seminar on “Capitalization Table Modeling” for those involved
in venture deals; a luncheon event on strategic private company mergers and
acquisitions; our annual CFO summit; a toolkit event on “Brand Building for VC
and PE Professionals;” and an event that focused on strategies for incentive
compensation at private companies.

Placeholder Image

Obviously, this active schedule of programs and events wouldn’t be possible without
the invaluable work of Maura O’Hara, Kathy Pyne and our Government Affairs
professionals: Dave Stricklin & Danielle D’Alessandro. Or all the members who
served on our boards and on our committees, as well as the member firms and
sponsors that backed and underwrote IVCA activities.
Our IVCA is truly a vibrant and vital organization for private equity and venture
capital firms and for entrepreneurs – and we all benefit because of it.

IVCA Mission Statement
• Promote investment in Illinois.
• Advocate for the Illinois venture capital and private
equity community.
• Serve our membership.
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Our annual December
Awards Dinner continues to
be the highlight of the IVCA
schedule as we honor the
venture capital-backed and
private equity-backed
portfolio companies of the
year and inductees into the
IVCA Portfolio Company
Hall of Fame. In addition,
we honor the service of
some of the outstanding
individual members of
our industry at the Dinner
and enjoy the opportunity
to be with many pioneers of
our Illinois private equity
community.

I am Private Equity
While millions upon millions of Illinoisans and others elsewhere benefit
from investments in private equity and venture capital, many undoubtedly
may not even understand this vital economic sector. And it helps – and
pays – to know.

What’s Private Equity? In the broadest sense, it is a private investment
in a private company. It can be a minority investment, a majority stake
or 100 percent ownership. Private equity firms use all their expertise and
resources to improve the company’s performance so that the company’s
value improves. When the value of the company has significantly improved,
the company is then sold either through an initial public offering or
to a large public company or to another investor with a unique approach
to adding more value. The difference between the sales price and the
purchase price represents the value add.

Private Equity is an umbrella term for a variety of strategies to
invest private dollars in private companies (as shown on page 15):
Venture Capital: Equity investments for the launch, early development
or expansion of a start-up business. Like PE investors, VC firms furnish
funds to develop a company and business acumen to help management
drive growth.
Distressed: Funds to help turn around companies in trouble.
Buyout: Investments to buy out a company completely.
Fund of Funds: A stake in other venture or private equity funds.
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I am a
Private
Equity
Investor
Michael Burke
Retired Illinois
State Policeman
Pension managed by Illinois
State Board of Investment

Years of Service: 1967-91
Age: 72
Hometown: Oak Lawn, Illinois
Family: Wife Jane, 5 children,
9 grandchildren
Year began to receive his
pension: About 2004
What pension represents?

My state pension represents 90-plus
percent of my retirement income;
with Social Security benefits, I live
comfortably.

What pension lets you
enjoy: Raising vegetables and

flowers in my small greenhouse and
my garden with my granddaughter;
enjoying vintage cars; taking a
fishing trip once a year to Alabama
or Minnesota for walleye and bass.

What do you know
about PE/VC? If you get a state

pension, you know where it comes
(continues on page 5)
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Retired Illinois State Trooper Mike
Burke Owes ‘Comfortable’ Retirement
in Part to Investment Board’s Belief
in Private Equity
William Atwood, the Illinois State Board

Selecting private equity investments is

of Investment’s executive director, clearly

as much an art as a science, he contends.

appreciates equities in an investment

That’s because the portfolio is a moving

portfolio. “Over the long term, equities

target; distributions aren’t easy to predict

are the only place to be, whether it’s

since typically with a PE investment,

securities or private equity. You have to

there’s a three-year investment period, a

own assets to create wealth,” he says.

four-to-five-year hold period and a two-

To him, private equity in a portfolio
enhances returns, and his board expects
to earn 500 basis points, or 5 percent,
more return from private equity

to-three-year harvest period. Atwood
expects an investment to be returned in
about seven years.
Atwood and his assistants and advisors

investments than the public securities

invest in large, small and mid-market

markets. Over the life of the portfolio,

PE funds, a bit of venture capital as well

private equity has achieved that goal.

as mega deals – altogether, some $130

Atwood also finds that private equity
investments aren’t nearly as volatile

million a year in private equity to keep as
close to the 5 percent PE target as possible.

(continued from page 4)
from; it’s all laid out for us on
the Internet; we keep up
because you never know what
the legislature might do. We
also watch what the legislature
might do to cut pensions.

About Illinois
State Board
of Investment
The Illinois State Board of

Investment oversees three of

the six systems that administer
benefits to the state’s eligible

retirees. As of March 31, 2014,

as public stocks, another advantage.

Atwood figures state pension recipients

When the stock market surges, private

have a general grasp of private equity,

valuation protocols don’t carry those

but a rather low consciousness of the role

market fluctuations and are less unstable.

PE plays.

Retirement System, Judges’

Without PE returns, however, the invest-

General Assembly Retirement

ILLINOIS STATE
BOARD OF INVESTMENT
(FY 2013)

Assets Under Management:
$14.47 billion (3/31/14)

ment board couldn’t rely on making its
7.75 percent actuarial return assumption.
“What impresses me is the intellectual fire

it had $14.47 billion in assets

for the Illinois’ State Employees’
Retirement System and the
System. These provide

pension payments to nearly
64,000 retirees.

power that private equity firms bring to
bear with whatever they’re doing,”he says.

Overall Portfolio Performance:
14.1%
Distribution in 20131:
$29.8 million
PE/VC
Target Allocation: 5%
Current Allocation: 4.2%
Performance: 16.2%

1 Withdrawals determined by member retirement systems based on State funding and member system’s
benefit payment needs.
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I am a
Private
Equity
Investor
Paulina Firozi
Northwestern
University
Scholarship
Recipient
Scholarship funds managed
by Northwestern University
Endowment Fund

Occupation: Junior, journalism
major, editor of Daily Northwestern
Age: 20
Hometown: Los Angeles, CA
Year received her
scholarship: 2011-2012
school year

What does scholarship
represent? My mom is a single

mom and it would be impossible to
attend NU without the university
scholarship and to get the excellent
education in journalism and so
much more.

What experiences does
scholarship trigger? A good

idea of the professional world outside of the university; I’ll intern
this summer at USA Today in D.C.
and intern at another paper next
(continues on page 7)
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Northwestern’s $9 Billion Endowment,
Powered by Private Equity, Furnishes
Scholarship Aid to Half of Undergrads;
Endowed Chairs Attract and Retain
Top Scholars
Northwestern scholarship recipient

other offers that didn’t include that

Paulina Firozi and Professor Linda

distinction.

Broadbelt, who holds the Sarah Rebecca
Roland endowed faculty chair in the
chemical and biological engineering
department, have William McLean, in
part, to thank for their university funds.

For his part,“Will”McLean, Northwestern’s
vice president and chief investment
officer, and his team of 18 investment
professionals do all they can to meet their
yearly objectives for returns on their

Junior journalism student Firozi couldn’t

huge endowment portfolio. And private

have attended NU’s prestigious Medill

equity plays a major role in the fund,

School of Journalism, Media and

comprising 20 percent of it. The PE in-

Integrated Marketing Communications

vest ments comprise multiple types, from

without the university’s aid for tuition

venture capital and global buyouts to

and some room and board. And Professor

growth equity.

Broadbelt may not have chosen NU
when making a faculty choice without
the junior endowed chair she received to
teach at the university. She had weighed

(FY 2013)

Assets Under Management:
$9 billion
Overall Portfolio Performance:
11.6%
Endowment Distribution:
$320.5 million
$ for Scholarships, Fellowships:
$295.9 million; $126 million for
undergrads, or 51%
PE/VC
Target Allocation: 20%
Current Allocation: 20.8%
Performance: 10.8%

winter; my Daily Northwestern
experience gives me a leg up on
internships; I want to work in
digital journalism.

What do you know
about PE/VC? I never

thought about it much. I
assumed the university invested
its endowment in various ways,
but I didn’t relate it to anything
specifically. I know endowed
scholarships help make this
campus more diverse. Not
everyone pays $45,000 a year
for tuition.

At any given time, the PE target ratio can
range from 16-to-24 percent of the overall
portfolio. In 2013 it was 20 percent and
McLean and the four investment professionals and two associates who handle the

NORTHWESTERN
UNIVERSITY
ENDOWMENT FUND

(continued from page 6)

private equity portfolio ended the year at
20.8 percent.
They shoot to achieve a return of 200300 basis points above the securities
market return. In FY13, the PE return of
10.8 percent didn’t meet the 12.4 percent
benchmark, but for the most recent threeyear period, the return has averaged 13
percent a year, edging closer to the 14.3
percent benchmark.
In 2013, the PE portfolio continued to
experience a rise in trade sales, recapitalizations and public offerings, which
resulted in distributions from portfolio

About
Northwestern
Scholarships
Of Northwestern’s $9 billion
endowment fund, more than

$126 million was awarded in
scholarships in the 2013-14

school year. Roughly 51 percent
of the university’s 9,376 undergraduates receive an NU

scholarship. The average aid

ranges from $39,100 for students

whose parents’ annual income is
$30,001-60,000 to $17,309 for

students whose parents’ income
exceeds $150,000 annually.

companies of $350.8 million and capital
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I am a
Private
Equity
Investor
Linda J.
Broadbelt, Ph.D.
Endowed Chair
Professor at
Northwestern
University
Endowed funds managed
by Northwestern University
Endowment Fund

Occupation: Sarah Rebecca
Roland Professor and Chair of
Chemical and Biological
Engineering; previously a Donald
and June Brewer Junior Professor
Age: 47
Residence: Glenview, Illinois
Year received her endowed
Chair: 2004 when she became a
full professor

What do your endowed
professorship funds let you
do? While funds from my particular

endowed chair are relatively small,
they are key to my research. A consistent source of non-sponsored funds
can make an immense difference.
As for my junior endowed chair, it
definitely put Northwestern in a
(continues on page 9)
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calls of $176.6 million, for a net cash flow

As for private equity, McLean says the

of $174.2 million.

university is committed to the asset class

Besides scholarship and fellowship assistance and endowed faculty chairs, the
university’s endowment fund pays for an
assortment of other bills, from piano tuning
and food service to deferred maintenance.

for the long haul. It partners with PE and
VC firms “that have talent and skill sets
built up over time and that’s what we want
to invest in because we think we have
good assets,” he says.
(continued from page 8)

Harvard ’Policy Portfolio‘
PORTFOLIO	

2008		

2013

Domestic Equity

12 %

11 %

Foreign Equity

12		

11

Emerging Markets

10		

11

Private Equity

11		

16

Total Equity

45		

49

Absolute Return

18		

15

Public Commodities

8		

2

Natural Resources

9		

13

Real Estate

9		

10

26		

25

Domestic Bonds

5		

4

Foreign Bonds

3		

2

Inflations-Indexed Bonds

10		

11

Total Fixed Income

15		

9

Total Real Assets

High-Yield

1		

2

Cash

-5		

0

TOTAL

100 %

100 %

The reference portfolio represents the Harvard Management Company board’s and
management team’s best thinking about the ideal long-term mix for the university’s
endowment assets. It serves as a measuring stick against which the board and
management team judge the success of their active investment management activities.
Most meaningful are longterm results relative to the Policy Portfolio.

very favorable light because
NU was the only one of the
places I considered that
provided a fixed-term junior
endowed chair.

What difference do
faculty chairs make
generally? They are

absolutely critical, particularly for senior hires. A highly
decorated and world-class
scholar wouldn’t typically accept
a position at Northwestern
unless it included an endowed
chair. Just as critical to
attracting the best faculty, it
is key to retaining them. Other
universities will use endowed
chairs to lure people away;
we have to have comparable
or superior resources to retain
our faculty.

What do you know
about PE/VC? I have

thought about it in the context
of a typical return rate that
endowed funds generate, as
there are other endowed funds
I control as department
chair; we use the income for
departmental expenses.
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Boeing Retirement Fund Benefits 500,000 People; Most
from $57B Defined-Benefit Pension Plan; Private Equity
Represents 6% of Portfolio
Boeing, the huge airline manufacturer

total defined assets is 1 percent. VC

definitely miss it if it weren’t there,”the

based in Chicago, touches half a million

investments are diversified by stage, with

Arlington, Washington, retiree says.

people with its retirement plans, says

seed-to-early stage as well as later stage

Investment Chief Greg Uebele. Its $56.63

and growth equity, and by large sectors,

billion defined-benefit pension portfolio

including information technology and life

applies to retirees.

sciences.

Since 1980, Boeing has made private

Besides Uebele, two other full-time

know that. I don’t really think about

equity investments and now allocates a

investment professionals handle the

what generates my pension.”

6 percent target for them. These global

portfolio’s PE, real estate and real assets.

PE investments include buyouts, venture

“This team is very proud of what we do

capital and what the investment team

within the PE class,” he says. He notes

terms “special situations,” the oppor-

that his team has relationships with some

tunities that don’t fit neatly within the

general partners at PE firms in Illinois and

other PE assets. Uebele commits about

others outside of the state but who have

$700 million a year and makes 12-to-18

portfolio companies in Illinois.

Overall Portfolio Return: 6%

The Boeing roster of retirees who depend

Target Overall Portfolio
Performance: 7.75%

individual commitments a year to PE,
all managed by external managers.

there are retiree clubs located around

highest expected rate of return and, over

the country, especially where Boeing has

time, the target is a 3 percentage point

its large manufacturing facilities. One

higher return than the return from the

such retiree is 72-year-old Steve Craigle,

blended portfolio. Venture capital invest-

who retired in 1997 after 15 years as an

ment, not surprisingly, is a smaller

engineer.

market but still receives a target
allocation of 15 percent of the overall 6
percent PE target. The VC percentage of
2 Boeing 2013 10-K
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on their monthly pension is so large that

As for returns, private equity has the

Steve Craigle is a private equity investor.
His Boeing pension represents about
one-third of his monthly income. “I would

As for whether he knew private
equity investments contributed to his
pension, Craigle, like any pension
recipients, acknowledges,“I didn’t

BOEING RETIREMENT FUND 2
(FY 2013)

Defined-Benefit Pension
Assets: $56.63 billion

Boeing Contribution to Plan:
$1.5 billion
PE/VC
Target Allocation: 6%,
with 1% targeted for VC
Current Allocation: 4.9%
Target Performance:
+ 3% higher return
than blended holdings,
over time

The Role of Private Equity in Investment Portfolios
Private equity has grown to about 3.9 percent of global stock-market capitalization from 1.5 percent
during 2000-2012, a McKinsey & Company study found recently.3
As for the “typical” role that private equity plays in an investment portfolio, the Harvard Management Company, which
manages Harvard University’s endowment and related financial assets, has used a “Policy Portfolio,” a framework for
its investment activity for many years. It’s a theoretical portfolio allocated among asset classes in a mix judged most
appropriate for the university from both the perspective of potential return and risk over the long term.
The Policy Portfolio differs from a traditional stock/bond portfolio, including allocations to less-traditional and less-liquid
asset categories, such as private equity, real estate, and absolute return strategies. See how the Policy Portfolio has
changed from 2008 to 2013 in the table on page 9.
Preqin, which provides data on the private equity industry, says pension funds were the largest contributor of capital in private
equity investments during 2001-2011, with pension funds comprising 43 percent of capital invested, and public pension funds
making up almost 30 percent (see chart below).
For pension fund investment returns, private equity performance has proven to be one of the few bright spots in recent
years. The Private Equity Growth Capital Council notes that a recent study found that over a 10-year period, the median
public pension portfolio received 8.8 percent in annual returns from private equity, vs. 3.7 percent in public equity and
5.7 percent in total portfolio returns. This indicates that the retirement security of pension members is enhanced by these
strong returns provided by private equity investments.4

Who Invests in Private Equity?
43% of Venture Capital & Private Equity dollars come from pension funds.

29%

Private Equity Investors by
Capital Invested, 2001-2011
Public Pension Funds 29%

38%

43%
Private Pension Funds 14%		

14%
19%

Foundations and Endowments

19

Other		

38

Total		

100 %

3 “Private equity: Changing perceptions and new realities,” Insights & Publications, McKinsey & Company, April 2014
4 “Pension Security and Private Equity,” Private Equity Growth Capital Council, April 8, 2013
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Who Benefits from Private Equity?
The question might be rephrased: Who doesn’t benefit from private equity investments?

Employees: 7.5 million people work for 17,744 private equity-backed
companies in the U.S. PE firms in Illinois alone hold 1,400-plus portfolio
companies. Add to that the number of employees who work for the nation’s
nearly 2,800 PE firms and the number approaches 8 million people.
Venture Capital is a clear job creation vehicle since three-fourths of venture capital investment
is spent on payroll. For every direct job a venture capital firm creates at a portfolio company,
another 2.2 jobs are indirectly (with suppliers, consultants and vendors) made possible through
the economic multiplier effect. Consequently, each $1 million of venture capital directly creates
or sustains 7.5 skilled, high-paying jobs.

Retirees: The largest beneficiaries are the countless millions of retirees
who receive pensions, most often through defined-benefit plans.
Forty-three percent of all funds invested come from pension funds.
Virtually all of these plans utilize private equity investments as part of
their investment strategy and tactics. These can be private company
retirees, retired state or retired municipal workers. For instance, among
workers in private industry covered by a collective bargaining agreement,
defined-benefit pensions in 2011 covered two-thirds of them. Such
pensions cover 13 percent of nonunion employees. Pensions include
returns from investments in private-equity holdings.
Consider the retirement fund for 6,600 active and retired Houston firefighters. Private equity
investment is a critical tool the 10-member board uses to maximize returns. And it’s made a
difference. In the 10 years ended June 30, 2012, the firefighters’ retirement fund has returned a
13.6 percent annualized return, net of fees.
Pensioners are more likely to have a comfortable retirement. U.S. retirees with $50,000 or more
in annual income are twice as likely as retirees below that threshold to cite a work-sponsored
pension plan as a major source of retirement funds, a 2013 Gallup Poll found.
Double-digit returns aren’t unusual for large public funds’ private equity portfolio. A Private
Equity Growth Capital Council study found that private equity returns for 146 large public
pension funds outperformed all other asset classes and recorded median annualized 10-year
returns of 10 percent for the decade ended June 30, 2012.
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Students: Around the country, many universities and colleges, especially
those with large endowments, grant university scholarships and fellowships to undergraduates and graduate students from their endowment fund
returns. These annual distributions benefit greatly from PE investment returns delivered by their diversified portfolios.
For instance, Yale University’s $20.8 billion endowment portfolio, which goes for student financial
aid among other outlays, invests 31 percent – nearly one-third of its endowment – in private
equity, namely investments in private companies and public companies taken private. Since its
inception in 1973, the private equity program has earned an astounding 29.9 percent per annum.
Most recently, the total Yale endowment generated a 12.5 percent return in the fiscal year ended
June 30, 2013. Over the past 10 years, it has posted an annual net return of 11 percent and, over
the past 20 years, a 13 percent return per year.
The Yale model emphasizes diversification and active management of equity-oriented, often
illiquid assets, and it avoids asset classes with low expected returns. During the financial crisis,
the model shrank nearly 25 percent in fiscal 2009, but that period was relatively short-lived and
returns have bounced back.
Investment Manager David Swensen notes that if Yale had followed the more typical 60 percent
equity, 40 percent bond portfolio since 1988, the endowment would be $9.11 billion today, less
than half its current value.
At Northwestern University, 51 percent of its nearly 9,000 full-time undergraduates receive some
form of university scholarship. (See profile on page 7.)

Professors and campuses: Depending on the university, those benefiting
from private equity returns in endowment funds include a variety of
people. At Northwestern alone, they include hundreds of professors and
junior professors who hold endowed chairs; piano students who play on
pianos tuned with endowment funds; and students who eat university
food-service meals.
Vanderbilt University has funded 123 endowed faculty chairs since August 2010 in an effort to
attract and retain outstanding scholars and teachers. Chicago’s Loyola University has 36
endowed chairs or professorships.
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Who Benefits from Private Equity?
Grantees: Then there are the inestimable number of individuals, groups,
community organizations and others globally who benefit from the nation’s
120,810 private foundations (2010 figure) that, combined, held assets
of $582.6 billion then. (Nearly half of these had assets under $1 million.)
The Foundation Center reported that in 2012, the country’s foundations distributed nearly
$51 billion and continued modest growth was anticipated for 2013, whose final figures haven’t
been tabulated.
Foundations continue to be an integral investor type in the private equity asset class. It is
the third most prevalent investor type tracked by Preqin’s Investor Intelligence database, after
private sector pension funds and public pension funds. In July 2013, 77 percent of the 741
foundations tracked by Preqin invested in North America-focused venture capital and private
equity funds.
On average, the foundations allocate a greater proportion of their assets to venture and private
equity than other types of investors in the asset class. The Preqin data shows that foundations
invest 12.2 percent of their assets in private equity, higher than the 10.8 percent average target
allocation of all investors in the private equity universe. Sixty percent of foundations invest in
funds of funds vehicles, 51 percent in venture capital, 46 percent in buyouts and 36 percent in
distressed private equity vehicles.
Among major foundations, the Carnegie Corporation of New York, which manages the foundation
of founder Andrew Carnegie, reports that it awarded $1.11 billion in 5,462 grants in the 10 years
ended Sept. 30, 2012. At the Ford Foundation, the second-wealthiest grant maker in the U.S.
(after the Bill & Melinda Gates Foundation) with assets of $11.24 billion in FY12, its chief investment
officer the past five years has been Eric W. Doppstadt, who previously for 10 years managed the
private equity, venture capital and hedge fund portfolios. The foundation awarded $470 million in
grants worldwide, its data shows.
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A $100 Billion Industry for Illinois
As an example of the impact of venture & private equity investing, the Illinois Technology Development
Account (TDA), a $75 million fund created in 2003 by the Illinois General Assembly, has created more than
3,000 jobs and attracted private capital to Illinois companies while earning a positive return for taxpayers.
As a result:
• I llinois companies received $787 million in equity investments.
• More than 3,525 individuals in Illinois are employed through

these companies. This represents an increase of 117% from the
number of employees on the initial date of investment.

• Revenue at these companies has increased 90% since initial invest-

ment with companies reporting more than $700 million in revenue.
• Private investments represent a 17.6x multiple of private dollars

invested to state dollars invested.
Sources: Private Equity Growth Capital Council; IVCA, 6/30/2011

Private Equity
Investors
Specialize
by Company
Stage

IVCA Members
Angel Investor

Venture Capital

Growth Equity

Private Equity

(“friends and family”) or
Crowd Funding

(Firm)

(Firm)

(Firm)

idea
company

NEW
COMPANY

MATURE
COMPANY

GROWTH
COMPANY

DIGICO

			

Company Stage Characteristics
Cash Flow		

No free cash flow
			

Limited or
no free cash flow

Consistent free
cash flow

Investment Hold Period

3-15 years

5-12 years

3-5 years

3-7 years

Typical $ Investment per Investor

<$25,000 - $500,000

$1 - $10 million

$3 - $100 million

>$5 million

Investment Type

Equity or Debt convertible to Equity

Equity + Minimal Debt

Equity + Debt

Ownership Position per Investor

Minority within a syndicate of investors

Majority or Minority

Company Attributes

Seed: low level of financing to prove a new idea
High growth
Start-up: product/service is developed or near
companies that want
completion and a target market is identified; may
to expand very rapidly
have revenue			

		
		
		

Majority
Mature business with
established customers,
markets and products/
services

Product/Service is fully
developed with some
revenue but business
model may not be fully
scalable yet.

Use of Investment Funds

Proof of concept
Working capital
Salesforce/Marketing
Hire additional
		
management & staff
			
			

Acquisition(s),
additional management
talent, product line
expansion, geographic
expansion

Operational
improvements, capital
investments, strategic
changes, additional
talent, acquisitions

Return on Investment Strategy

Company sale or IPO

Company sale or IPO

Sale of ownership stake
or company sale

Company sale or IPO
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IVCA Events 2012-2013
IVCA presents events, both educational and networking, targeting deal
professionals as well as fund operation personnel.

Events Targeted to our Deal Professionals
On Jan. 17, 2012 IVCA held an LP Event which offered members and Illinois’
institutional investors (and their advisors) the opportunity to get to know each other
better. Presented were a summary of investment criteria and selection/due diligence
process from SURS, ISBI, IMRF, TRS and CTPF.
On March 14, 2012, IVCA and Korn/Ferry International presented “Scaling Fast
Growth Enterprises: CEO Succession Best Practices” presenting best practices for CEO
succession and transition, focusing on the particular sensitivities surrounding
an officer who also happens to be the founder of the company.
IVCA presented “Affordable Care Act’s Impact on Healthcare Investing” to put the
Affordable Care Act under the microscope of how it will affect healthcare investments.
Sponsoring the July 10, 2012 event was the law firm of Greenberg Traurig.
On Nov. 13, 2013 IVCA presented “How Entrepreneurs are Addressing Gaps in
US Education” a discussion covering how entrepreneurs are addressing unmet needs
in today’s education. Each of the entrepreneurs on the panel created businesses that
offer instructional programs.
The Jan. 22, 2013 IVCA Toolkit Luncheon “Best Use of Transaction Insurance”
sponsored by McDermott Will & Emery and Lockton Companies, presented, in a case
study format, an exploration of the specific applications of Representation & Warranty
Insurance from both the buyer’s and seller’s perspective in private equity transactions.
With partner McDermot Will & Emery, “Boot Camp for Private Equity Investment Professionals: Understanding Critical LBO Terms through an Interactive Case Study” was
presented on Feb. 12, 2013. This interactive event used case study approach to explore the many components of and considerations involved in buyout transactions.
On April 9, 2013, IVCA presented “Running an Efficient Investment Process.” From
term sheet to close – how the process unfolds can set the tone for relationships;
efficiency and communication are hallmarks of a successful deal.
IVCA April 23, 2013 program “Overview and Implementation of Illinois’ Health
Insurance Exchange,” presented by Kevin Scanlan, the President and Chief Executive
Officer of the Metropolitan Chicago Healthcare Council (MCHC). The presentation
focused on the upcoming phases of the Affordable Healthcare Act (ACA), which was
signed into law on March 23rd, 2010.
In partnership with the IVCA, on Sept. 17th Wall Street Prep conducted a 1-day
Capitalization Table Modeling Seminar. This course is designed to assist VC and
investment banking professionals as well as entrepreneurs in understanding how
to model out early-stage investments.

Events Targeted to Fund Operations
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IVCA’s 2012 Annual CFO Summit presented by Silicon Valley Bank, is provided for and attended by investment professionals
from VC and PE firms in the Midwest. Set in a classroom at the University of Chicago Gleacher Center, the event provides a
full day of educational content for which the attendees receive continuing education credits. Presented by Silicon Valley Bank
and content sponsors: Kirkland & Ellis LLP and PricewaterhouseCoopers.
The 2013 Annual CFO Summit presented by Silicon Valley Bank provides a full day of educational content for which VC and
PE firm finance professionals and staff receive continuing education credits. Sponsored by Silicon Valley Bank (Presenting
Sponsor) and content sponsors: Kirkland & Ellis LLP, Deloitte & Touche, and Plante Moran.
IVCA/EY ”Bootcamp for Fund Administration: Finance” was presented on Dec. 11, 2013 to finance staff at VC and PE firms
and covered: the basic concepts of private equity structures and funds; tax obligations for funds: domestic and foreign;
allocating expenses to funds, partners and management company.

Events Targeted to All Firm Professionals and Staff
The 2012 Annual IVCA/NVCA Luncheon sponsored by Baker Tilly and Ropes & Gray, presented “Beyond the Sound Bites: The
Real Impact of Venture Capital & Private Equity Investing in America,” a discussion of the economic impact of VC and PE
investing explained through academic research of Mitchell A. Petersen, Glen Vasel Professor of Finance and Director of The
Heizer Center at Kellogg School of Management. An “Update from the Hill” was presented by Mark G. Heesen, President,
NVCA and Brett Palmer, President, SBIA.
2012 Baseball Event – Cross-town Classic at The Cell, June 20th sponsored by McGladrey, McGuireWoods and Square 1
Bank. More than 170 members and guests watched the Sox and Cubs play (Sox won 4-2).
IVCA hosted the 2012 Annual Awards Dinner presented by Kirkland & Ellis LLP to recognize leaders investing in private
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companies. Mayor Rahm Emanuel joined more than 450 people to see the following
Awards presented:
Golder Award
T. Bondurant French, Adams Street Partners

Portfolio Company of the Year – VC
SurePayroll

Daley Award
James A. Johnson, Apex Venture Partners

Portfolio Company of the Year – PE
Flexera Software

Fellows Award
James P. TenBroek, Wind Point Partners

The 2013 Annual IVCA/NVCA Luncheon sponsored by Baker Tilly and Ropes & Gray
LLP, featured perspective on the local investment climate as seen by Managing
General Partner of New Enterprise Associates, Peter Barris, who has been investing
in Chicago since 1992. Barris was interviewed by David Greising, the Midwest Bureau
Chief of Reuters and their Americas Services, a client-based news file.
2013 Annual IVCA Awards Dinner presented by Kirkland & Ellis LLP featured guest
speaker Steve Moore of the Wall Street Journal who engaged the crowd with his
observations on the current state of the economy and industry verticals that are going
gangbusters. Awards presented were:
Golder Award
Theodore L. Keonig, Monroe Capital

Portfolio Company of the Year – PE
Actient Pharmaceuticals

Daley Award
James J. O’Connor, Jr., MVC Capital

Portfolio Company of the Year – VC
Gogo

Fellows Award
James F. Dugan, OCA Ventures

Legislative Meetings
In an effort to educate legislators about our industry, IVCA met for discussions
with the following:
•

Senator Dan Kotowski

•

Senator Pam Althoff

•

Rep. Scott Drury

Majority Leader Barbara Flynn Currie

•

Asst. Majority Leader Art Turner

Rep. Leader Christine Radogno

•

Senate President John Cullerton

•

Minority Leader Jim Durkin

•

•

Rep. David Sweeney

Senate President Pro Tempore
Don Harmon

•

Asst. Majority Leader Lou Lang

•

Senator Michael Frerichs

•

Rep. Kelly Burke

•

House Representative David Harris

•
•
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House Representatives Daniel Biss

Governance
2014 Executive Committee
Robert Fealy

John Hoesley	

Darren Snyder	

Jeff Zilka

IVCA Vice Chairman

Co-Chairman – Research

walter Florence

Jim Macdonald

IVCA–PAC Co-Chairman
Chairman – Legislative

Chairman
– Marketing & PR

IVCA Secretary

Chairman – Events

Jim TenBroek

Maura O’Hara

IVCA–PAC Co-Chairman
Chairman
– Institutional Investors

IVCA Executive Director

Mark Glennon

Lee M. Mitchell

IVCA Treasurer
Co-Chairman – Research

IVCA Chairman
Chairman – Executive
Committee

2014 Staff
Maura O’Hara

Kathy Pyne

Maura has been
Executive Director of
IVCA since 2003. She
oversees all aspects of
the Association and
represents IVCA in
the community.

Kathy is the IVCA’s
Association Coordinator
and is responsible for
events, member
communications and
database management.
Kathy joined IVCA in 2005.

2014 Officers Committee
Lee M. Mitchell

Robert Fealy

Darren Snyder

Chairman: 2013-2014
Vice Chairman:
2011-2013
Secretary: 2010-2011
Thoma Bravo, LLC

Vice Chairman: 2014
Secretary: 2012-2013
The Duchossois Group

IVCA–PAC
Co-Chairman: 2013-2014
Chairman: 2012-2013
Vice Chairman: 2010-2011
Secretary: 2009-2010
Treasurer: 2008-2009
Prairie Capital

James TenBroek

Walter florence

Mark Glennon

IVCA–PAC Co-Chairman:
2013-2014
IVCA–PAC Chairman:
2012-2013
Chairman: 2010-2012
Vice Chairman: 2009-2010
Secretary: 2008-2009
Wind Point Partners

Secretary: 2014
Frontenac Company

Treasurer: 2009-2014
Ninth Street Advisors
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Member List
Frontenac Company

Mayer Brown LLP

River Cities Capital Funds

Golder Investment
Management, LLC

McDermott, Will & Emery

Ropes & Gray LLP

McGladrey

RoundTable Healthcare Partners

Greenberg Traurig, LLP

Apex Venture Partners

McGuireWoods LLP

Sandbox Industries

GTCR LLC

Arbor Investments

Mercury Fund

Sidley Austin

Harrison Street Capital

ARCH Venture Partners

Mesirow Financial
Private Equity

Silicon Valley Bank

Heizer Center, Northwestern
University, Kellogg School of
Management

Mid Oaks Investment LLC
MK Capital

State Universities
Retirement System

Monroe Capital

Sterling Partners, LLC

Motorola Solutions
Venture Capital

Stern Cassello & Associates

Adams Street
Partners, LLC
Andersen Pacific
Corporation

Baird Capital
Baker Tilly Virchow
Krause, LLP
Beecken Petty O’Keefe
& Co.
BlueCross BlueSheild
Venture Partners
Burke Warren
CapX Partners

High Street Capital
Horwood, Marcus & Berk
Chtd.
Houlihan Lokey
Hyde Park Venture
Partners

MVC Capital
Neal, Gerber & Eisenberg,
LLP

Svoboda Capital Partners LLC
Teachers’ Retirement System
of Illinois
Thoma Bravo, LLC

NIN Ventures

Thompson Flanagan & Co.

Ninth Street Advisors

Tribune Company

Northern Trust
Private Equity

Ungaretti & Harris

Chicago Teachers
Pension Fund

Illinois State Board
of Investment
Illinois VENTURES, LLC

OCA Venture Partners

 niversity of Chicago Booth
U
School of Business

Chicago Ventures

Jones Day

Origin Ventures

University of Illinois

Chrysalis Ventures

JP Morgan

Outerwall, Inc.

CHS Capital

Katten Muchin Rosenman
LLP

Paradigm Capital, Ltd.

University Technology
Park at IIT

Patriot Capital

Vedder Price P.C.

KB Partners

Plante Moran

Victory Park Capital

Kelley, Drye & Warren LLP

Polsinelli PC

Kirkland & Ellis LLP

PPM America
Capital Partners

Water Street
Healthcare Partners

CBRE Group
Ceres Venture Fund
Chicago Growth Partners

Cressey & Company, L.P.
Deloitte & Touche
DLA Piper, LLP (US)
Duchossois Group
Dunrath Capital

Illinois Municipal
Retirement Fund

KPMG LLP

Edelman

 utchins, Robbins &
K
Diamond, Ltd.

The Edgewater Funds

Lantern Partners

Edwards Wildman

LaSalle Capital Group

EmPower HR

Linden Capital Partners

EY

Machrie Enterprises

Financial Investments
Corporation

Madison Dearborn
Partners

First Analysis
Freeborn & Peters

*Investor firms in italics
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H.I.G. Capital

Square 1 Bank

William Blair

Prairie Capital

Wind Point Partners

PricewaterhouseCoopers

Winona Capital
Management

Pritzer Group Private
Capital

Winston & Strawn LLP

Pritzer Group Venture
Capital

Wintrust Commercial
Banking

Prospect Partners

WP Global Partners

Quarles & Brady LLP

WTAS LLC

Market Strategy Group

RBS Citzens

Wynnchurch Capital, Ltd.

Martin Partners

RCP Advisors

Zebra Technologies Inc.

IVCA Founding Members
Adams Street Partners LLC

First Analysis

OCA Venture Partners

Apex Venture Partners

Frontenac Company

Paradigm Capital, Ltd.

ARCH Venture Partners

KB Partners

Prairie Capital

Baird Capital

Mesirow Financial Private
Equity

Pritzker Group Venture
Capital

Mid Oaks Investments LLC

Silicon Valley Bank

Duchossois Group

MK Capital

Sterling Partners

Dunrath Capital

Motorola Solutions
Venture Capital

Svoboda Capital Partners

Northern Trust Private
Equity

Thoma Bravo, LLC

Beecken Petty
O’Keefe & Company

EY

Sponsoring Members

The Edgewater Funds
Wind Point Partners

Provide outstanding support for IVCA in the form of services and/or the highest levels of event sponsorship
Baker Tilly Virchow Krause, LLP

Greenberg Traurig, LLP

McGladrey

Edelman

Kirkland & Ellis, LLP

Plante Moran

Edwards Wildman

Kutchins, Robbins &
Diamond, Ltd.

Silicon Valley Bank

Supporting Members
Have sponsored at least one event during the year
Adams Street Partners

McGuire Woods

Thoma Bravo LLC

Apex

OCA Ventures

Winston & Strawn

Deloitte & Touche

PricewaterhouseCoopers

Duchossois Group

RBS Citizens

Frontenac Company

RCP Advisors

GTCR LLC

Ropes & Gray

JP Morgan

Sidley Austin

Madison Dearborn Partners

Square 1 Bank

McDermott, Will & Emery

Sterling Partners
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