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President Donald J. Trump recently signed the Small Business Innovation and Economic Security Act into law,
officially reauthorizing the Small Business Innovation Research (SBIR) and Small Business Technology Transfer
(STTR) programes.

The newly enacted legislation restores the programs through fiscal year 2031, reopening access to
approximately $6 billion annually in federal funding for small business research and technology
development, a critical pipeline of non-dilutive capital for technology development and commercialization.

Companies can leverage these programs not only to fund R&D without equity dilution, but also to accelerate
product-market fit, strengthen IP positions, and position for follow-on procurement. Notably, the Strategic
Breakthrough Allocation program offers a pathway to larger, strategically aligned awards, amplifying
commercialization outcomes for scalable technologies.

What businesses qualify for SBIR and STTR funding?

Businesses that qualify for SBIR and STTR funding must be US-owned and controlled, have 500 or fewer
employees, and propose new concepts to federal agencies for research and development purposes.
Additionally, the STTR Program requires cooperative research and development efforts between small
businesses and research institutions.

Key Business Implications

Non-Dilutive Capital as a Growth Catalyst: SBIR/STTR funding enables milestone-driven R&D without equity
dilution, improving runway, valuation, and negotiating leverage with private investors. Companies can
de-risk core technical hypotheses while preserving cap table flexibility for later growth rounds.

Commercialization Imperative: Agencies increasingly prioritize credible commercialization plans, validated
customer demand, and pathways to procurement or large private adoption. Strong commercial strategies
including early customer discovery, pilot commitments, and integration roadmaps improve competitiveness
across phases.

Strategic Breakthrough Allocation Opportunities: The Strategic Breakthrough Allocation program provides
potential access to larger, strategically targeted awards for high-impact technologies. Companies with
dual-use or mission-aligned solutions can leverage this pathway to obtain funds up to $30 million through
this vertical for funding later-stage development, integration, and transition activities that exceed
traditional award sizes.
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University and Research Partnerships: STTR requires formal research institution collaboration; even in SBIR,
university partnerships can enhance technical depth, unique IP access, facilities, and talent. Well-structured
agreements with universities improve proposal strength and downstream freedom-to-operate.

IP and Data Rights as Core Assets: SBIR/STTR deliver time-limited data rights and can support robust IP
portfolios. Thoughtful IP strategies including invention disclosures, patent filings synchronized with
proposal timelines, and data rights markings are essential to protect competitive advantage and enable
future licensing and procurement. Notably, the Act does not expand on or create new avenues for march-in
rights that provide the federal government with authority under the Bayh-Dole Act.

Government Contracts Positioning: Early alignment with agency needs, acquisition pathways, and transition
sponsors increases the probability of awards and post-award traction. Companies that map requirements,
end users, and budgeting cycles can convert R&D funding into sustained revenue through Phase Ill or other
contract vehicles.

National Security/Supply Chain Risk Screening: The reauthorization includes a requirement that the
Agencies actively screen applicants with foreign affiliations, investments and technology licensing ties with
countries of concern. Agencies have also been given broad discretion to deny awards to applicants deemed
to present risk to U.S. economic or national security.

Additional Compliance Requirements: Businesses receiving awards will undergo substantially expanded
agency reviews for assessing connections to entities on designated national security watchlist and will have
to comply with rigorous pre-award diligence checks relating to cybersecurity practices, patent ownership
and employee backgrounds.

Opportunities to Capture Now

Scale Through Larger, Strategic Awards Target: Strategic Breakthrough Allocation tracks when agency
priorities match your technologys mission impact. Larger awards can underwrite system integration,
certification, and fielding milestones that are otherwise hard to finance with equity alone.

Accelerate Commercial Readiness: Use SBIR/STTR funds for validation activities that also serve private
markets regulatory studies, reliability testing, manufacturability, and interoperability positioning the
company for rapid market entry and investor diligence.

Build Credibility with Co-Investment: Pair non-dilutive awards with co-investment from customers, strategic
partners, or venture funds to signal market pull and reduce perceived risk. Structured co-funding can
strengthen proposals and support post-award scaling.

Secure Strategic IP Positions. Leverage funded R&D to create defensible patent families and trade secret

programs. Align claims with government and commercial use cases to maximize licensing and procurement
options.
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Actionable Steps for Businesses

Review and Optimize Application Strategy: Map your technology to specific agency missions, topics, and
upcoming solicitations.

Strengthen Commercialization Evidence: Define go-to-market partners, channel strategies, and post-award
transition plans.

Build Strategic Partnerships: Engage universities for domain expertise, specialized equipment, and talent;
define roles early; negotiate sponsored research, IP ownership, option, and license terms with clear
background and foreground IP definitions; align partners on deliverables, data sharing, and publication
controls consistent with program rules.

Formalize IP and Data Rights Strategy

= Conduct an IP landscape and freedom-to-operate review.
= Synchronize patent filings with proposal and reporting timelines.

= Establish internal procedures for invention disclosures and contractor data management.

Position for Government Contracts

= Map likely Phase Ill or other procurement vehicles; prepare capability statements and past performance
artifacts.

= Align technical milestones with test/evaluation gates and certification requirements.

Identify and Structure Co-Investment: Use term sheets that respect SBIR/STTR data rights and preserve core
IP.

Upgrade Internal Compliance and Grants Management: Establish accounting, timekeeping, procurement
controls and cybersecurity and data privacy frameworks suitable for federal awards.

How We Can Help

We advise on end-to-end SBIR/STTR strategy, including opportunity mapping, proposal development,
university and strategic partnership agreements, IP and data rights planning, cybersecurity standards,
government contracts pathways, and co-investment structures. For tailored guidance, please contact Peter
Wakiyama, Kalpesh Upadhye, Ph.D., Mariel Giletto or one of our intellectual property or business attorneys.
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