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Section | — General

A.

B.

Introduction

The following parameters outline the nature and focus of the Ben Franklin Technology De

Authority ("BFTDA").

The BFVIP holds the promise of more firmly establishing a technology.
Pennsylvania, alowing Pennsylvaniato compete in the global mark
technology-based jobs, financial returns resulting from the BFVIP
investments to be made as well as providing for administrative exp

Program Eligibility

1. BFVIPfunds are available to venture capital fu sample term sheet is
included in Appendix A. A “venture capital fun vestment, limited
partnership that primarily invests the finanéi [ i i orsin private enterprises.
A venture capital fund ("Fund") applying i ill be most competitive when its primary
investment targets are companies in the seed evel opment and/or sectors of strategic
interest to the BFTDA.

2. The BFTDA will also consider |
"angel funds" or similar initiati

ed or state-wide risk capital pools such as
following characteristics:

b. Themajority 0 [ i mpanies in the seed or early stage of development.

c. Theangel fund
isgasili tabl

suitable private match (more fully described below) and
the BFTDA.

: mpanies (ex: a$2 million BFTDA loan will require atotal $8 million of
into Pennsylvania-related companies). A “Pennsylvania-related company” is defined as a
ise having amajority of its workforce located within the Commonwealth of

funding is often conditioned upon the applicant's meeting certain fundraising goals,
ablished at the time of approval. In order to comply with requirement #1, the minimum fundraising
match is 3:1 or atotal committed fund size of 4 times the BFTDA’s funding.

ere must be a return mechanism to the BFVIP. The rate of return should be equal to the return
rofile of the other private investors involved. The goal of the BFTDA isto achieve arate of return on
its total investment portfolio adequate to continue making future investments and to provide for the
administrative operations of the BFVIP.

4. The entity receiving BFTDA funding will comply with all reporting requirements described in Section

I, E. )



Section Il — The Application Process

A. General

1. Funds applying for financing or entities applying for financing on behalf of the Fund g
the DCED Single Application.

a. The Single Application can be printed and/or completed online by accessing
typing “Single Application” into the search mechanism.

b. Copies of the Single Application kit may be obtained by contacting
Center at 1-800-379-7448 or 717-787-3405 or e-mailing: ra-dc

c. Applications may be filed at any time during the fiscal year,
funding and BFTDA board approval.

d. Applications should be submitted to:

PA Department of Community and Economi
Customer Service Center

400 North Street, 4th Floor
Commonwealth Keystone Building
Harrisburg, PA 17120-0225
(800) 379-7448

e. Correspondence should be sent to:

PA Department of Com

eystone Buildi
17120-0225

ases, a pre-packaged “due diligence binder” that the Fund provides to its prospective
Limited Partners may be accepted in lieu of Appendix B. Requests for this option should be
addressed to the program manager.

Any other information requested by DCED staff.



C. Approval Process

1. Staff will assist the applicant in the application process and will review and analyze all submitted
documentation. Staff may include employees of DCED, consultants, analysts, and other professionals
under contract to DCED.

2. |If approved by staff, the application will be submitted to the BFTDA Board for review
consideration. The BFTDA Board meets four times annually.

3. Applications may be rejected or deferred for any of the following reasons:

a. Applicant’s failure or refusal to provide pertinent information regarding
by the Board to adequately perform a due diligence review;

b. The proposed financial return is non-existent or negligible, or ar
and/or calculated;

c. The anticipated economic development return to the region
or negligible, or the level of proposed return is not commen
financing requested;

d. The Fund does not maintain a substantive pr

e. Sufficient resources are not available to the i ment in the Fund;

D. Post Approval Process

1. After BFTDA Board approval,
in accordance with the approv

2. Prior to closing, the appli that it will not discriminate against any employee or against
any applicant for em , religion, color, handicap, national origin, age or sex;
and the applicant inci t in payment of all state and local taxes unless they

A staff will monitor the activities of the applicant to ensure
ment are being met. Staff will advise the BFTDA Board of any
e applicant. The BFTDA Board will have full authority to all

and preserve its investment, including but not limited to appropriate legal

If, subsequent to funding, it is determined that the application contained material misrepresentations, or
nds were used for ineligible activities or activities not permitted under the terms of the approved
ancing, the applicant will be in default and the BFTDA Board may demand immediate repayment of
any and all funds advanced in connection with the investment. In addition, the matter may be referred
to the appropriate authorities for criminal investigation.



E. Reporting Requirements Fund Investments

1. All funded applicants will provide the information requested in Appendix C. This semi-annual report is
to be returned to the Technology Investment Office within 10 (ten) business days after June 30th and
December 31st of each year the BFTDA’sinvestment is active.

2. Funds must provide the Technology Investment Office, all reports and communications
distributed to the Fund’s limited partners (ex: quarterly updates and financials, audit
reports, etc).




Appendix A — Sample Fund Term Sheet

Term Sheet

This term sheet summarizes the principal terms with respect to a potential loan to
Ben Franklin Technology Development Authority. The term sheet isintended solely
cussion and is not intended to be and does not constitute a legally binding obligati
gation will be created until a final document is executed and delivered by both

by the
pr further dIS-

Lender Ben Franklin Technology Dev

Borrower
(“Borrower”)
Principal Amount $[x] aggr
Maturity s, or such later date as the Borrower may be
Interest , compounded annually or (ii) available cash

Certain Covenants ent governing the loan will contain covenants that,

things, will:

equire use of proceeds by Borrower to invest in
(“Partnership”), which will have received
capital commitments of at least $

o Require $[4x] million investment in PA-based businesses by
the Partnership.

e [Require the Partnership to obtain prior to closing, and thereaf-
ter maintain, status as alicensed SBIC.]

The loan will be immediately repayable upon aliquidation or sale
of all or substantially all of the assets of Borrower or the Partner-
ship.

An amount equal to the amount that would have been distributed
to Lender if, on ahypothetical basis, the loan amount had been a
limited partnership interest in the Partnership.



Appendix B — Fund Questionnaire

I. Proposed Fund

A. Briefly describe the fund that you are proposing. Include a description of the fund’'s purg
focus, geographic focus, and any limitations imposed on the investment process, i.e.,

B. Describe the investment philosophy and strategy you plan to employ. Has this cha
previous funds?

C. Statethesize, life and active investment period of the fund you are pro
from your previous funds?

allocation and distribution structure, co-investment opportuniti
Board in developing policies; and any other important terms an iti und. Your

No-fault divorce
Any clawback

Joint and several liability

Conflicts of interest

o &~ v npoRE

Restrictions on raising multiple funds
E. List any special advisors, consu

Break out intended stage of industry focus by percentage for Pennsylvania investments.

[I. Previous/Current F

A. Describe your prev experience using the format provided below:

Funds Fund Fund Fund

Final Closi

Average size of investment

Number of investment professionals

IRR on PA Portfolio
6




B. Please provide a portfolio company detail spreadsheet for each fund, as outlined below:
e Company Name:
e Industry:
o Lead General Partner:
e Location:
o Date of Initia Investment:
o Initial Investment Cost:
e Tota Investment Cost:
o Net Realized Proceeds:
e Vauein Portfolio:
o Return Multiple (NAV+Dist/paid-in):
e IRR:
e Initial Percentage Owned:
o Current Percentage Owned:
e Number of Financing Rounds:

o Initial Financing Stage:

e GPRole(Lead, Co-lead, Follow):
o Board Seats:
e Lead Investor:
e Co-Investors:.
o Deal Source:
o Date of Exit:

elow. List previous fundsin addition to your proposed fund.

dividual Fund X-I11 Fund X-I1 Fund X-I




C. Describe the vesting schedule for General partner interests in the proposed fund in addition to your
previous funds as outlined in 111-B above.

D. Listthe portfolio involvement of your investment professionals as below.

Partner/Associate Capital Managed # of Investments

Please provide GP investment in past, current and proposed fund.

F. What controls do you have in place to ensure that funding to portfolio co
and effectively utilized?

G. Describe the ownership of the firm.

H. Information Regarding Other Business Interests
(Thisform must be completed by each principal of the general p
business endeavors or investments that could impact the amount
proposed.)

percentage of time dedicated to each end
2. Pleaselist al corporate or non-profit di

I. Litigation Questionnaire

eater than 5%), ever been a named defendant in any criminal
involving a claim of greater than $500,000?

5. Hasany business partner, joint venture, or subcontractor ever sought injunctive relief or arbitration or
otherwise commenced legal proceedings to terminate any business or contractual relationship?

[1Yes [] No




6. Haveyou or any organization in which you have had a meaningful ownership interest (greater than
5%), or of which you are, or were, amember of senior management, (i) been the subject of any federal,
state, or other regulatory investigation or disciplinary hearing or proceeding, (ii) agreed to any consent
order or decree in connection with any alleged violation of federal or state laws or regulations, or (iii)
pleaded no contest in any legal or administrative proceeding?

[1Yes [] No

IV. Performance

A. What performance benchmarks would you use to evaluate your prior fund p
this evaluation indicate as of the most recent Quarter?

B. Listall investments which have been liquidated to date. Please disc
employed in past investments and indicate if these strategies are sti

C. Haveany of your partnership interests traded as secondary intel

D. What isthe company valuation methodology that you have empl i : isisdifferent
from your proposed fund, please elaborate.

E. What lessons do you feel that you have learned, bo
prior funds?

result of your experiences with

V. Decision Process

A. Describe your firm’'s decision process asit r
investments and follow-on financings.

B. What investment criteria do you

C. Who has the authority t [ investments? Please explain. How are failing companies
dealt with? How is down acompany? Give exampleswith prior failed or
difficult investment

D. What controls are | investment decisions are consistent with firm/fund

guidelines?

ct of interests in the management of (&) funds and (b) portfolio

VI.

umber of PA based companies in the current pipeline.
ease describe any partnership agreements with VC's or corporations.

ease provide a copy of your most recent deal log for the most recent quarter.



VII. Reporting

VIII. Limited Partner Relationships
A.
B.

IV. References (please provide telephone numbers)
A.
B.

A.

What type of reports do you prepare for limited partners? Do financial statements follow GAAP
accounting standards?

Who are your auditors? How are your auditors selected and how often do you change auditing firms?
Have your auditors requested changes to any of your company valuations? Please explal

Provide alist of current LP's and indicate whether they are public or private.

In the proposed fund how many of the current LP' s are re-investing?

Provide areference listing of CEOs of all portfolio investment

Provide areference listing of all mezzanine/subordinated lenders i a inyour
previous fund investments.

Provide areference listing of all senior debt lender
investments.

Provide areference listing of all venture capitalist
in your previous fund investments.

v/ate equity | who have provided capital

Provide areference listing of individuals who
expertise.

an un ding of your firm’s investment

Provide areference listing of one wn, one CEO who has |eft a company, and

contacts for depart

Provide a descripti itigati nding against any general partner.

Areyou regisiered



Appendix C — Semi-Annual Progress Report
BFTDA Venture Investment Program

SAMPLE
Semi-Annual Progress Report
BTFDA Venture Investment Program

Instructions: Please provide the information as requested below. Thisinformati
of the progress of our partnersin the BFTDA VENTURE INVESTMENT Pro

General Information:

Date of thisreport:

Fund Name:

Total Fund size:

Amount ($) of BFTDA Investment:

Current Carrying Value ($) of BFTDA Investment:

Current IRR (%) on BFTDA Investm

To date, Total capital invest

Previousr

To date, Total capital call

amount of PA investments:

Previous report:

To date, Total number of PA employees at your PA portfolio companies:

Previous report:
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PA Company Information:
(Fill this information out for each PA portfolio company you have that is still operating)

Company Name and Web address:

PA Address:

Woman or Minority Owned?

Disposition of the company: (“portfolio company”, “sold to...”, “IPO”

Amount your fund hasinvested to date:

Wasthisa new PA investment? (excluding follow-0

Did this company moveto Pennsylvaniaasar

Amount of additional financing (equity or debt) th ttracted both as part of the financing
round you wereinvolved in and after (if available [ or s names):

To date, Number of PA employeesat the




Enhanced Metrics Supplement for Portfolio Companies
(For Pennsylvania portfolio investments only)

1. Tracking New Company Formation:

A. Did your Pennsylvania-based company receive an Employee Identification Number (Tax Identification
Number) within the last three years?

[]Yes
[ ]No

B. If youanswered “Yes’, would your company have been established had it
non-financial services from [Fund Name]?

[ ]Yes
[ ]No

C. Isyour company an industry or university spin-off?

[ ]Yes ([]Industry [ ] University)

[JNo
Relevant Definition: An industry or university company that is expected to
derive asignificant portion of its commerci [ nology and/or know-how

[ ]Yes If yes, how
[ ]No

Relevant Definitio ime and part-time employees on your company’s payroll
MISC) paid directly by your company calculated as full-time
. NOTE: An employee reported as a new job created in a

Nas available calculated on afull-time equivalent based on a 40-hour work week. A

cts the specific set of tasks that an employee is expected to perform. NOTE: An

] pI oyee reported as aretained job in a prior year’s report cannot be counted again as aretained job in
a future year’s report.

13



3. Tracking Leverage of Additional Funding:

A. Asaresult of financial and/or non-financial services provided by [Fund Name] please indicate the
amount of additional funding obtained by your company during [specify report period]? $

Relevant Definition: Funding is cash provided to your company by the federal governmea

financial institutions. Funding excludes in-kind contributions provided by your ¢
third-parties as well as any source of state funding.





