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Section I – General

A.  Introduction

The following parameters outline the nature and focus of the Ben Franklin Technology Development
Authority Venture Investment Program ("BFVIP") as well as the application process and procedure. The
BFVIP is a Commonwealth of Pennsylvania initiative intended to address the financing needs of
technology-oriented businesses by increasing the amount of risk capital available to technology businesses. 
The fund operates pursuant to the statutory authority of the Ben Franklin Technology Development
Authority ("BFTDA").

The BFVIP holds the promise of more firmly establishing a technology-based economy within
Pennsylvania, allowing Pennsylvania to compete in the global marketplace. Along with the prospect of new 
technology-based jobs, financial returns resulting from the BFVIP activities will permit additional
investments to be made as well as providing for administrative expenses associated with the program.

B.  Program Eligibility

1. BFVIP funds are available to venture capital funds in the form of loans. A sample term sheet is
included in Appendix A. A “venture capital fund” is defined as a pooled investment, limited
partnership that primarily invests the financial capital of third-party investors in private enterprises. 
A venture capital fund ("Fund") applying for this program will be most competitive when its primary
investment targets are companies in the seed or early stage of development and/or sectors of strategic
interest to the BFTDA.

2. The BFTDA will also con sider loans to regionally-developed or state-wide risk cap i tal pools such as
"angel funds" or sim i lar initiatives demonstrating only the fol low ing char ac ter is tics:

a. The target investment sectors are technology related.

b. The majority of the investments will go to companies in the seed or early stage of development. 

c. The angel fund or similar initiative has suitable private match (more fully described below) and
there is a suitable projected return to the BFTDA. 

C.  Program Requirements

1. The entity receiving BFTDA funding must invest a total of 4 times the funding amount into
Pennsylvania-related companies (ex: a $2 million BFTDA loan will require a total $8 million of
investment into Pennsylvania-related companies). A “Pennsylvania-related company” is defined as a
private enterprise having a majority of its workforce located within the Commonwealth of
Pennsylvania. 

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

3. There must be a return mechanism to the BFVIP. The rate of return should be equal to the return
profile of the other private investors involved. The goal of the BFTDA is to achieve a rate 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 en tity re ceiv ing BFTDA fund ing will com ply with all re port ing re quire ments de scribed in Sec tion
II, E.
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Section II – The Application Process

A.  General

1. Funds applying for financing or entities applying for financing on behalf of the Fund must complete
the DCED Sin gle Ap pli ca tion.

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

b. Copies of the Single Application kit may be obtained by contacting the DCED Customer Service
Center at 1-800-379-7448 or 717-787-3405 or e-mailing: ra-dcedcs@state.pa.us.

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

d. Ap pli ca tions should be sub mit ted to:

PA Department of Community and Economic Development
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 De part ment of Com mu nity and Eco nomic De vel op ment
Tech nol ogy In vest ment Of fice
400 North Street, 4th Floor
Com mon wealth Key stone Build ing
Har ris burg, PA 17120-0225
(717) 787-4147

B.  Fund Investment Application

1. Application for financing made by or on behalf of an investment fund must include the following
supplemental information:

a. Private Placement Memorandum (PPM) pursuant to Reg. D+, Reg. S of the Securities Act of 1933
(if applicable).

b. Written responses to Appendix B – Fund Questionnaire. To the extent a Fund’s PPM addresses the  
requested information, reference to the PPM and appropriate page(s) is acceptable.

c. In some cases, a pre-pack aged “due dil i gence binder” that the Fund pro vides to its prospective
Lim ited Part ners may be ac cepted in lieu of Ap pen dix B. Re quests for this op tion should be
ad dressed to the pro gram man ager. 

d. Any other information requested by DCED staff.ARCHIVED
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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 and
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 the Fund deemed essential
by the Board to adequately perform a due diligence review;

b. The proposed financial return is non-existent or negligible, or a return cannot be readily defined
and/or calculated;

c. The an tic i pated eco nomic de vel op ment re turn to the re gion or the Com mon wealth is non-ex is tent
or neg li gi ble, or the level of pro posed re turn is not com men su rate with the amount of BFTDA
fi nanc ing requested;

d. The Fund does not main tain a sub stan tive pres ence within Pennsylvania;

e. Suf fi cient resources are not available to the BFTDA to make an in vest ment in the Fund;

f. Non-compliance with any requirements adopted by the BFTDA Board.

D.  Post Approval Process

1. After BFTDA Board approval, staff will work with the applicant to close and disburse the investment
in accordance with the approved terms.

2. Prior to closing, the applicant must certify that it will not discriminate against any employee or against
any applicant for employment because of race, religion, color, handicap, national origin, age or sex;
and the applicant and its principals must be current in payment of all state and local taxes unless they
have entered into a workout agreement satisfactory to the respective taxing authority and are in full
compliance with the terms thereof.

3. Following disbursement of funds, BFTDA staff will monitor the activities of the applicant to ensure
that the conditions of the BFTDA investment are being met. Staff will advise the BFTDA Board of any 
substantive failure to perform by the applicant. The BFTDA Board will have full authority to all
actions necessary to protect and preserve its investment, including but not limited to appropriate legal
action when required.

4. The applicant shall maintain full and accurate records with respect to the Fund, and shall ensure
adequate control over the records of related parties in the Fund.  Staff shall have access to such records
and be able to inspect all relevant records at reasonable times and places.  Upon request, the applicant
must furnish all data, reports, contracts, documents and other information relevant to the Fund, as may
be requested in the investment documents.

5. If, subsequent to funding, it is determined that the application contained material misrepresentations, or 
funds were used for ineligible activities or activities not permitted under the terms of the approved
financing, 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.
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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’s investment is active. 

2. Funds must provide the Technology Investment Office, all reports and communications which are
distributed to the Fund’s limited partners (ex: quarterly updates and financials, audited annual financial 
reports, etc).
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Appendix A – Sample Fund Term Sheet

[________________________]

Term Sheet

This term sheet sum ma rizes the prin ci pal terms with re spect to a po ten tial loan to ________________ by the
Ben Frank lin Tech nol ogy De vel op ment Au thor ity.  The term sheet is in tended solely as a ba sis for fur ther dis -
cus sion and is not in tended to be and does not con sti tute a le gally bind ing ob li ga tion. No le gally bind ing ob li -
ga tion will be cre ated un til a fi nal doc u ment is ex e cuted and de liv ered by both par ties.

Lender Ben Franklin Technology Devel op ment Authority (“BFTDA”)

Borrower _______________________, a 
_______________ ____________________ 
(“Borrower”)

Principal Amount $[x] aggre gate principal amount, antic i pated to be funded during
the ______ quarter of ____

Maturity Approx i mately 10 years, or such later date as the Borrower may be 
liqui dated.

Interest The lesser of (i) 8%, compounded annually or (ii) avail able cash
flow.

Certain Covenants The agree ment governing the loan will contain covenants that,
among other things, will: 

· Re quire use of pro ceeds by Bor rower to in vest in
_________________ (“Part ner ship”), which will have re ceived
cap i tal com mit ments of at least $_______________.

· Re quire $[4x] mil lion in vest ment  in PA-based busi nesses by
the Part ner ship.

· [Re quire the Part ner ship to ob tain prior to clos ing, and there af -
ter main tain, sta tus as a li censed SBIC.]

Manda tory Prepay ment The loan will be immedi ately repay able upon a liqui da tion or sale
of all or substan tially all of the assets of Borrower or the Partner -
ship.

Contin gent Interest An amount equal to the amount that would have been distrib uted
to Lender if, on a hypothet ical basis, the loan amount had been a
limited partner ship interest in the Partner ship.ARCHIVED
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Appendix B – Fund Questionnaire

I.  Proposed Fund

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

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

C. State the size, life and active investment period of the fund you are proposing.  How does this differ
from your previous funds?

D. Describe the management fee, offsets of other compensation against management fees, proposed
allocation and distribution structure, co-investment opportunities, the structure and role of the Advisory 
Board in developing policies; and any other important terms and conditions related to this fund.  Your
answer should include, but not be limited to, any proposed provisions for:

1. No-fault divorce

2. Any clawback

3. Joint and several liability

4. Conflicts of interest

5. Restrictions on raising multiple funds

E. List any special advisors, consultants, business brokers, etc., you plan to use for this fund.

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

II.  Previous/Current Funds

A. Describe your previous and current fund experience using the format provided below:

Funds Fund Fund Fund

Fi nal Clos ing

To tal com mit ted cap i tal

To tal in vested at cost

Re al ized Pro ceeds

Cash-on-cash mul ti ple

Per for mance end ing most re cent quar ter stated 
as net IRR to LPs

To tal Num ber of com pa nies fi nanced 
(in clud ing write-offs)

Av er age size of in vest ment

Num ber of in vest ment pro fes sion als

IRR on PA Port fo lio
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B. Please provide a portfolio company detail spreadsheet for each fund, as outlined below:

· Com pany Name:

· In dus try:

· Lead Gen eral Part ner:

· Lo ca tion:

· Date of Ini tial In vest ment:

· Ini tial In vest ment Cost:

· To tal In vest ment Cost:

· Net Re al ized Pro ceeds:

· Value in Port fo lio:

· Re turn Mul ti ple (NAV+Dist/paid-in):

· IRR:

· Ini tial Per cent age Owned:

· Cur rent Per cent age Owned:

· Num ber of Fi nanc ing Rounds:

· Ini tial Fi nanc ing Stage:

· GP Role (Lead, Co-lead, Fol low):

· Board Seats:

· Lead In ves tor:

· Co-In ves tors:

· Deal Source:

· Date of Exit:

· Exit Method:

· Ticker Sym bol (if pub lic):

C. Please list all office locations current and planned.

III.  Management

A. List personnel responsible for private equity investment activity including the day-to-day operations of
the partnership.  Include backgrounds and prior expertise in venture capital/alternative investments.
Please provide total number of current and planned employees.

B. Describe how carried interest is apportioned among the general partners using the format provided
below.  List previous funds in addition to your proposed fund.

In di vid ual Fund X-III Fund X-II Fund X-IARCHIVED



8

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

D. List the portfolio involvement of your investment professionals as below.

Part ner/As so ci ate Cap i tal Man aged # of In vest ments # of Board Seats

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

F. What controls do you have in place to ensure that funding to portfolio companies are properly routed
and effectively utilized?

G. Describe the ownership of the firm.

H. Information Regarding Other Business Interests
(This form must be completed by each principal of the general partner, and should list all material
business endeavors or investments that could impact the amount of time available for the fund being
proposed.)

1.  Please list all business endeavors or investments in which you are actively involved, including
percentage of time dedicated to each endeavor.

2. Please list all corporate or non-profit directorships that you currently hold.

I. Litigation Questionnaire
(This form must be completed by each principal of the general partner.  All “Yes” answers must be
accompanied by a detailed explanation of the situation or circumstances causing the “Yes” answer.)

Note:  Please provide details of any "Yes" answers on a separate sheet.

1. Are you now, or have you ever been, a named defendant in any criminal proceeding or in any civil
legal action involving a claim of greater than $250,000?

c Yes     c No

2. Has any organization of which you have been a member of senior management, or in which you have
had a meaningful ownership interest (greater than 5%), ever been a named defendant in any criminal
proceeding or in any civil legal action involving a claim of greater than $500,000?

c Yes     c No

3. Have you or any organization in which you have had a meaningful ownership interest (greater than
5%), or of which you are, or were, a member of senior management, ever filed voluntarily, or had filed
against you involuntarily, a bankruptcy petition?

c Yes     c No

4. Has any licensor, franchisor, or master distributor ever initiated proceedings to terminate a business
relationship with you or any organization of which you have ever been a member of senior
management?

c Yes     c No

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

c Yes     c No
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6. Have you or any organization in which you have had a meaningful ownership interest (greater than
5%), or of which you are, or were, a member 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?

c Yes     c No

IV.  Performance

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

B. List all investments which have been liquidated to date.  Please discuss exit strategies which you have
employed in past investments and indicate if these strategies are still valid.

C. Have any of your partnership interests traded as secondary interests?  If so, please explain.

D. What is the company valuation methodology that you have employed in past funds?  If this is different
from your proposed fund, please elaborate.

E. What lessons do you feel that you have learned, both good and bad, as a result of your experiences with 
prior funds?

V.  Decision Process

A. Describe your firm’s decision process as it relates to new company 
investments and follow-on financings.

B. What investment criteria do you employ?

C. Who has the authority to terminate/approve investments?  Please explain.  How are failing companies
dealt with?  How is a decision reached to shut down a company?  Give examples with prior failed or
difficult investments.

D. What controls are utilized to ensure that all investment decisions are consistent with firm/fund
guidelines?

E. How do you determine/deal with conflict of interests in the management of (a) funds and (b) portfolio
companies?

VI.  Dealflow

A. Describe your current and planned deal flow sources. Specifically, list economic development entities,
universities and venture capital firms and provide a description of the relationship.

B. Provide number of deals reviewed versus invested in the prior year.  Split out Pennsylvania based
deals.

C. Number of PA based companies in the current pipeline.

D. Please describe any partnership agreements with VC’s or corporations.

E. Please provide a copy of your most recent deal log for the most recent quarter.ARCHIVED
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VII.  Reporting

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

B. 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 explain.

VIII.  Limited Partner Relationships

A. Provide a list of current LP’s and indicate whether they are public or private.

B. In the proposed fund how many of the current LP’s are re-investing?

IV.  References (please provide telephone numbers)

A. Provide a reference listing of CEOs of all portfolio investment companies in your prior funds.

B. Provide a reference listing of all mezzanine/subordinated lenders who have provided capital in your
previous fund investments.

C. Provide a reference listing of all senior debt lenders who have provided capital in your previous fund
investments.

D. Provide a reference listing of all venture capitalists/private equity investors who have provided capital
in your previous fund investments.

E. Provide a reference listing of individuals who have an understanding of your firm’s investment
expertise.

F. Provide a reference listing of one CEO who was turned down, one CEO who has left a company, and
one CEO whom you recruited for a portfolio company.

G. Please list the firm’s partner departures within the last five years, citing reasons for each departure and
contacts for departed partners.

H. Provide a description of any litigation pending against any general partner.

I. Are you registered with the SEC?
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Appendix C – Semi-Annual Progress Report
BFTDA Venture Investment Program

SAMPLE
Semi-Annual Progress Report

BTFDA Venture Investment Program

In struc tions: Please pro vide the in for ma tion as re quested be low.  This in for ma tion pro vides us with an up date
of the prog ress of our part ners in the BFTDA VEN TURE IN VEST MENT Program.  

General Information:

Date of this re port: 

Fund Name: 

To tal Fund size: 

Amount ($) of BFTDA In vest ment: 

Cur rent Carrying Value ($) of BFTDA In vest ment:

Cur rent IRR (%) on BFTDA In vest ment: 

To date, To tal cap i tal in vested: 

Pre vi ous re port: 

To date, Total capital called: 

Previous report: 

To date, To tal num ber of in vest ments: 

Pre vi ous re port: 

To date, To tal num ber of PA in vest ments: 

Pre vi ous re port: 

To tal $ amount of PA in vest ments: 

Pre vi ous re port: 

To date, To tal num ber of PA em ploy ees at your PA port fo lio com pa nies: 

Pre vi ous re port: 
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PA Company Information: 

(Fill this in for ma tion out for each PA port fo lio com pany you have that is still op er at ing)

Com pany Name and Web ad dress: 

PA Ad dress: 

Woman or Mi nor ity Owned? 

Dis po si tion of the com pany: (“port fo lio com pany”, “sold to…”, “IPO” etc – give a brief sum mary) 

Amount your fund has in vested to date: 

Was this a new PA in vest ment? (ex clud ing fol low-on fund ing) 

Did this company move to Pennsylvania as a result of your investment? 

Amount of ad di tional fi nanc ing (eq uity or debt) the com pany has at tracted both as part of the fi nanc ing
round you were in volved in and af ter (if avail able, pro vide co-in ves tors names): 

To date, Num ber of PA em ploy ees at the com pany: 

Pre vi ous re port: 

At time of your first in vest ment: 

Me dian Wage of PA em ploy ees: 

Com pany CEO: 

Com pany Con tact (if dif fer ent from CEO): 

Tele phone: 

E-mail: ARCHIVED
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Enhanced Metrics Supplement for Portfolio Companies 
(For Pennsylvania portfolio investments only)

1. Track ing New Com pany For ma tion:

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

             c Yes
             c No

B. If you answered “Yes”, would your company have been established had it not received financial and/or 
non-financial services from [Fund Name]?

             c Yes
             c No

C. Is your company an industry or university spin-off?

             c Yes  ( c Industry  c University)      
             c No

Rel e vant Def i ni tion: An in dus try or uni ver sity spin-off is a newly formed com pany that is ex pected to
de rive a sig nif i cant por tion of its com mer cial ac tiv i ties from the use of tech nol ogy and/or know-how
de vel oped at an other com pany or uni ver sity at the time of its es tab lish ment.

2. Track ing In creased Em ploy ment and Em ployee Com pen sa tion:

A. As a result of financial and/or non-financial services provided by [Fund Name] did your company have 
an increase in the number of employees in Pennsylvania during [specify report period]?  

             c Yes     If yes, how many?  _________________
             c No

Rel e vant Def i ni tion: Em ploy ees are full-time and part-time em ploy ees on your com pany’s pay roll
(Form W-2) and con trac tors (Form 1099-MISC) paid di rectly by your com pany cal cu lated as full-time
equiv a lents based on a 40-hour work week.  NOTE:  An em ployee re ported as a new job cre ated in a
prior year’s re port can not be counted again as a new job or re tained job in a fu ture year’s re port.

B. As a result of financial and/or non-financial services provided by [Fund Name], please indicate the
number of job positions that your company did not eliminate (i.e. retained) in Pennsylvania during
[specify report period]? _____________

Rel e vant Def i ni tions: Job po si tions are the paid, full-time, part-time and tem po rary po si tions (or slots)
your com pany has avail able cal cu lated on a full-time equiv a lent based on a 40-hour work week.  A
po si tion re flects the spe cific set of tasks that an em ployee is ex pected to per form. NOTE:  An
em ployee re ported as a re tained job in a prior year’s re port can not be counted again as a re tained job in 
a fu ture year’s re port.ARCHIVED
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3. Track ing Le ver age of Ad di tional Fund ing:

A. As a result 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]? $___________

Rel e vant Def i ni tion: Fund ing is cash pro vided to your com pany by the fed eral gov ern ment (in clud ing
fed eral fund ing that flows through state agen cies), lo cal gov ern ment, phil an thropic foun da tions, an gel
in ves tors, stra te gic in ves tors, in sti tu tional ven ture cap i tal, in dus try, com mer cial banks, and/or other
fi nan cial in sti tu tions.  Fund ing ex cludes in-kind con tri bu tions pro vided by your com pany and/or
third-par ties as well as any source of state fund ing.  
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