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Section | — Overview

Section 1703 of the Tobacco Settlement Act (Act 77 of 2001) authorized the Department of Community and

Economic Development (DCED) to establish three regional biotechnology research centers (the “Life Sciences
Greenhouses”) to facilitate biomedical, clinical, collaborative and health services research through the
funds and infrastructure.

of the tax credits will be deployed to the three LSGs through the Ben Franklin Tec
Authority (BFTDA). The Innovate in PA enabling legislation allows for up to 5%
be deployed to the three LSGs which will share the proceeds equally.

A. Mission and Focus

institutions, commercial concerns, industry organizatio
The LSGs shall develop and implement biotechnolo ' ich promote and coordinate
research in the commonwealth in order to:

Create or enhance research and related in
Develop high quality and commercially use ellectual property;
Attract venture capital investme
Attract and retain prominent scie

Encourage training and ¢

A R o B

ources, and Similar entities that may or may not be directly funded by the commonwealth,
in a position to have an impact on the ability of a LSG to accomplish its mission.

es unique to the life sciences/ biotechnology industries. The LSGs should not dilute their efforts by
to duplicate the full range of services already being provided by other entities, whether or not those

concentrate on the field of life sciences related to health, including biotechnology and medical devices.
Typical activities of the LSGs may include, but not be limited to the following:

*  Direct financial investments in start-up companies,

*  Support of applied research and development projects,
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Support for the development or enhancement of information infrastructure key to the implementation or
introduction of life sciences,

Support for the development or enhancement of physical infrastructure key to the implementation or
infrastructure of life sciences,

Support for networks and linkages that will promote economic development resulting fron
life sciences both within the region and statewide,

Support for clinical trials,
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Section Il — Roles and Authority Designations

A. Executive Director

and achieving the goals of the program in their respective regions.
accordance with the work plans submitted to BFTDA and attached t
501 (c) (3) corporation and has a duly-elected board of directors and
board of directors consisting of seven to 15 members. T
or their designees are ex ofﬁ010 members of each board
i e research center as well as
other representatives of local, civic or community gro ve operational models and

Revenue generated from the sale of the Innovate in\PAwi emium tax credits will be wired to a
special account of the BFTDA know i rom this account that funds are then
deployed to the three LSGs. The LS i DA Board how the Innovate in PA funds will
be allocated (i.e. company investments,

C. Application Proce

it the electronic on-line DCED Single Application for
s. Once submitted, please send via US Mail along with the

alth Keystone Building
17120-0225
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Section lll — Specific Guidelines and Conditions

A. Direct Funding or Investment in Companies

The LSGs may have some portion of their portfolios dedicated to the direct funding of proje
sector firms. The LSGs are encouraged to structure these as either loans or some form of j

directors (or governance mechanism) deems appropriate, but should al i e need for support for
the ongoing operations of the LSG.

Section IV — Project Review

The individual LSGs should establish procedures to ond to proposals for appropriate projects and

activities for the LSGs. Methods to competitively revi roposals must also be developed. These
procedures and methods may vary by the ggpe of activa ject béng considered, but should be reasonably
uniform within any specific category of a lio components (activities, projects, and
investments) should support the regional stra 1 the specific LSG.

should be established to wor
that all proposals or propose
competitively. The review pr

the expenditure of LSG funds were reviewed fairly, evenly, and
tions relating to approval or rejection of specific activities or
d be maintained on rejected proposals or activities as well as
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Section V — Use of Life Sciences Greenhouse Funds

Funds allocated by BFTDA to the LSGs generally will provide support for three purposes:

1. Funds may support activities and projects that support the accomplishment of the mission of the Life
Sciences Greenhouse program. This support may be in the form of grants, loans, equityg ts,
royalty/payback agreements, or other forms of financial support.

Equipment purchases in funded projects are restricted to scientific and la
may be required to complete a project successfully. The final decision con

of the LSG should not be budgeted as a
LSG's administration expenses.

project budget. Any equipment that will ultimately re
project expense. Such equipment items should be budg

The LSGs must provide docu inimum 1:1 ratio of matching funds to the overall BFTDA
funds, in accordance with th ideli ndix A. In kind contributions cannot exceed 50 percent
of match. Any funds not mat

aneous Provisions

st and Disclosure of Financial Interests

actors, and members of their regional Boards will be required to complete annually a:

est Policy and 2) Financial Interest Disclosure Statement form. When completed, all

g’ must be reviewed by the LSG’s CEO, CFO (or LSG equivalent), and the regional Board Chair or legal
el to the regional Board, and must be maintained on file at the LSG’s office. In addition, the Conflict
itetest policy form should be included as a part of all award agreements and contracts for projects
sponsored by the LSG. Failure to complete the Conflict of Interest Policy and Financial Interest Disclosure
Statement forms by members of the LSG’s regional Board, staff, or contractors may cause the LSG Innovate
in PA funding to be withheld. Copies of the Conflict of Interest Policy and Financial Interest Disclosure
forms are included as Appendix D to these program guidelines.
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All members of the LSG’s regional Board must be provided in advance of each vote at the board meeting, or
of any committee or other entity empowered to act for the regional Board, with any information the LSGs
have relating to a board member’s, employee’s, or contractor’s interest in any applicant seeking technical,
business, or financial assistance, or contractor for goods, equipment, or services.

B. Intellectual Property

Patent policies established by each LSG Board of Directors shall follow U.S. patent lawg
submitted to BFTDA in the annual report of each LSG.

C. Royalty, Payback, Equity Ownership Policies

The LSGs may enter into various types of agreements to provide fundin
royalty or payback agreements, or equity ownership agreements. The enter into
such an arrangement may be considered in selecting participating c

Such policies for arrangements other than grants should be develope
with the program Executive Director and approved by the LSG boards
implemented or written into any project contracts.

The provisions of these policies should not be a bur i pany to a point that they hinder
the company's growth, development, or continued via is Wi r consideration by the

The proceeds from royalty, payback, e i r such agreements should be kept in separate
accounts (or ledger accounts) mmingled with any funds that are not subject to similar

audit within 120 days after the termination of project activities
SG’s grant agreement but no later than 120 days after the LSG’s grant

countant. The audit must be a financial audit conducted in accordance with the provisions
Accounting Office’s Government Auditing Standards, current revision, and contain any

the LSGs should develop and maintain, in their files, a policy dealing with the hiring and firing of
employees. This may be a part of an overall employee policy manual. If it is maintained as a part of a larger
policy manual, the portions of that manual dealing with hiring and firing must be clearly identified to BFTDA.
LSGs may be required to justify their employment actions based on programmatic needs and the available pool
of candidates for employment. The policy dealing with hiring and firing of employees should also be in
compliance with the provisions of the contract concerning nondiscrimination and sexual harassment.
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F. Program Measures

Each LSG should collect and document specific core performance data that will be reported on an individual
and on a consistent, net aggregated basis to BFTDA yearly in the Annual Report. These performance data

items are:
1. Number of jobs created as a result of LSG supported projects or activities.
2.  Number of jobs retained as a result of LSG supported projects or activities.
3. Commercialization/product pipeline of LSG-supported companies.
4. Number of new companies (within their first 3 years) supported as proje
5. Dollars of federal funding attracted to LSG projects or as follow-on
6. Additional funding received by companies after LSG investme
capital attracted to LSG projects/entities or follow-on investme
private capital leveraged to LSG projects/entities and industry
7. Funds raised outside of PA/state dollars.
8. Number of applications received for funding.
9. Total dollar amount of all LSG applicatio
10. LSG investments to date

b. Investments made usin

a. Investments made using BFTDA-Innovat unds the initial Greenhouse funding

agreement from Act 77, 200

additional measures that gauge the impact of the LSGs regional strategies. Such measures may be of
use to the LSG itself in gauging its effectiveness and are not required to be included in the annual
o DCED.

. Modification of Program Guidelines

BFTDA, through the program Executive Director, or a LSG may propose changes to the guidelines.
Proposed changes will be discussed and negotiated, if necessary.
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Section VIl — Submission and Reporting Requirements

The reporting schedule listed below is designed to provide the information needed by BFTDA while keeping the
burden of reporting placed on the LSGs reasonable.

A. Required on a regular schedule

1.

Executive Director.

Annual Operating Budget for the LSG as approved by each LSG bo
included in the Annual Report. (See Section B below for adjus

Portfolio updates. This requirement may be satisfied by periodi
Executive Director.

Jobs created, jobs retained, cash leveraged, new co
businesses assisted on a semi annual basis.

er 31st each year, and should
section VI (F.) of these guidelines.
Additional information such as appropriate p ogram success stories, and other

highlights may also be included in this report

Schedules of LSG boards of direc . tary of DCED is an ex officio member of
the board. The LSG's sho i y schedule for the board of directors meetings to the
Executive Director.

e XIV of the LSG Contracts.

an as-needed basis

e program Executive Director.

cport of any financial interaction between the LSG and any of its corporate members or members of
he LSG board of directors.

*port of any additional activities by the LSG beyond its normal projects and activities. This may
include new or novel types of projects or funding support by the LSG, or contracts for additional
funding support for the LSG from other sources such as federal agencies, other state agencies,
foundations, or any other entities.

Proposed changes or modifications to these program guidelines.
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Appendix A — Guide for Calculating Match

MATCH

CATEGORY

From Donation and Contributions into LSG

DESCRIPTION

TIMING OF MATCH

RECOGNITION

DOCUMENTATION

Cash

Sponsorships, etc.

Upon receipt of funds

In-kind

Professional services including BOD
project consulting time

Upon receipt of services

Other services

Subsidized rent, facilities, equipment,
etc.

From Earmarks, Appropriations, or Grants into LSG'

From Investees of LSG

Federal Acknowledgment/notice of award
State knowledgment/notice of award
Other Acknowledgment + receipt

Contribution of
indirect costs

As incurred by investee

Funding Agreement/Quarterly
reports*

Grants

ommitment of funds by
agency

Periodic reports by investee or copy
of notice of award or confirmation in
public database

Corporate deals

Commitment of funds by
corporate partner

Periodic reports by investee or copy
of signed agreement

Receipt by investee

Periodic reports by investee or
financial statements of investee

pods and services to investee

Upon receipt of services
by investee

Funding Agreement/periodic reports
by investee

ans convertible to equity®

Commitment of funds to
investee

Funding Agreement/periodic reports
or copy of convertible note

estments

Paid in capital

Commitment of funds to
investee

Funding Agreement/periodic reports
or copy of equity purchase
agreement
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MATCH DESCRIPTION TIMING OF MATCH DOCUMENTATION

CATEGORY RECOGNITION

From Non-Investees Supported by LSG

Acknowledgeme

Companies supported by LSG for
grants (e.g., SBIR)

Grants Commitment of funds

From Affiliated Venture Funds

Commitment of capital contributions

by LPs® Upon closing of fund

Capital

From Bioinformatics Alliance (BioAdvance only)

Grants, Earmarks,

Appropriations Upon receipt of fi

Cash Contributions | Sponsorships, etc. Upon receipt of fund

Professional services including
In-kind faculty time, salary of employees
attending courses

ponsored Agreement/Reports

Other services Facilities, equipment, software, etc. Sponsored Agreement/Reports

Fees Tuition, registration fe Sponsored Agreement/Reports

Bank Financing

Loan/Lease Acknowledgement + receipt

Equity Financing

Private or public Upon receipt of funds Acknowledgement + receipt

Notes

1

This inclu rants, earmarks, or appropriations directly to a LSG or for programs supported by the

G.

nwealth will be tracked but not recognized as a match.
sored research agreements call for regular reports including project status.

ding agreements call for periodic reports including project status, corporate update and financial
ents.

*> Loans to investees from Ben Franklin Technology Partners will be tracked but excluded from match since
these funds come from commonwealth.

¢ Capital coming from commonwealth funds will be tracked but not recognized as a match.

10
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Appendix B — Method for Calculating Income-Sharing

QUALIFIES

WHEN REALIZED OR FOR
SOURCE EXAMPLE RECOGNIZED SHARED

INCOM

Interest and dividend
income on funds invested
with financial institutions

Money market interest, bond coupons, Realized when earned, recog
mutual fund investments when received

Monies received as a result of advances

Reimbursement income made by LSG

Donated services Legal discounts, rent subsidies

Monies received in connection wit|

Sponsorship revenue
an event

and recognized upon

receipt of check No

Tuition revenue Payment for Bioi

Realized when grant is drawn down

Grants or awarded/recognized when funds | No
are received
Royalties Realllzed and recognized upon Yes
receipt of check
Interest on g Realized and recognized upon
on outstanding portfolio debt repayment. Calculation occurs Yes

when liquid.

Excess value of proceeds from stock sale
or receipt of stock converted from note

d warrants over and above original
value of note (income over cost of
investment plus all related expenses of
that investment)

Realized and recognized upon note
conversion and/or receipt of stock. |Yes
Calculation occurs when liquid.

Revenue is typically realized when the expected asset (cash or equity) is identifiable and probable. In most cases, there is some doubt
attached to ultimate collection of the cash, and therefore revenue is not recorded until such date when the cash or equity is actually
received. If the receipt of cash is probable and the amount is known, a receivable and associated revenue will be recorded on the books
even though the cash has not yet been received. Revenue sharing with DCED should be based on net recognized revenue only (when cash
is actually received), and calculated and remitted once each year. Net recognized revenue should include income sources listed in the table
above, reduced by project costs on a project by project basis.

11
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Appendix C — Annual Impact Report

1. Number of jobs created as a result of LSG supported projects or activities

2. Number of jobs retained as a result of LSG supported projects or activities

3. Commercialization/product pipeline of LSG-supported companies (attach as supplement to thi
Appendix)

4. Number of new companies (within their first 3 years) supported as project participant

6. Additional funding received by companies after LSG investment, which
venture capital attracted to LSG projects/entities or follow-on investments
dollars of other private capital leveraged to LSG projects/entities and indus
to LSG projects/entities

7. Funds raised outside of PA/state dollars

8. Number of applications received for funding

9. Total dollar amount of all LSG applications

10. LSG investments to date

a. investments made usi TDA-Innovate in

b. investments made using\other funds rais

11. Total projects

erences

port (mentoring/temporary staffing)

12



DCED-TI-007 (07-15) COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF COMMUNITY & ECONOMIC DEVELOPMENT
TECHNOLOGY & INNOVATION

APPENDIX D

CONFLICT OF INTEREST

CONFLICT OF INTEREST POLICY
(EFFECTIVE JULY 1, 2004)

The

Statement of Policy
1. Definitions. For the purposes of this Conflict of Interest Policy only, the followi
given to them in this section.

(a) "Affiliate" is any entity with which a Covered Person has an Affiliation.

(b) "Affiliation" means any of the following: (i) actual or beneficia a Permitted Interest) of equity, debt
or other financial interest in an entity by a Covered Pers ember of a Covered Person; or (ii) a
relationship as an officer, director, employee or partner (w a Covered Person in an entity. This

(c) "Board" means the Board of Directors of the Green

(d) "Committee" means the Committee on Conflict of Intere i uant to Paragraph 5 of the Protocol.
(e) "Covered Person" means an Internal C
(f) "Greenhouse" means the not-for-profit co

(g) "Greenhouse Transaction" mea business dealing or project between the Greenhouse and a third party,
other than a University Ear

(h) "Immediate Family Memb

(i) "Interested Director" mea
Family Member who is a
Transaction, or (i

rd who (i) is a party to a Greenhouse Transaction, (ii) has an Immediate
ransaction, (iii) has an Affiliation with a party to a Greenhouse
ber who has an Affiliation with a party to a Greenhouse Transaction.

nsultant or independent contractor to the Greenhouse, including those who
isory capacity and who receive no monetary compensation or a stipend of nominal monetary

()

31" means the ownership of (i) securities listed on a recognized stock exchange or the Nasdaq National
the amount of any such securities in any one issuer represents less than 5% of the outstanding

ated to one or both of the University of Pittsburgh or Carnegie Mellon University.

atement. The directors, officers, employees, consultants and independent contractors of the Greenhouse, in all

1s related to their duties on behalf of the Greenhouse, or on behalf of those entities served by the Greenhouse,
shall adRere to the standards of ethics, loyalty, honesty, integrity and fair dealing described herein and shall at all times act in
the best interests of the Greenhouse. For the purposes of this Conflict of Interest Policy, the terms "consultants" and
"independent contractors" do not include individuals who perform services in an advisory capacity to the Life Sciences
Greenhouse and who receive no compensation or a stipend of nominal monetary value for said services.

13
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3. Disclosure of Conflict of Interest.

(a) An officer, director or employee of the Greenhouse who is a party to or who is interested in a project must disclose the
nature and extent of the interest to the Board, and must Abstain from the Board's deliberations concerning the project, all
as more fully set forth in Section 3 below. Any member of an organization is a Party in Interest.

(b) A consultant or independent contractor of the Greenhouse who is a party to or who is interested in a project, as more fully
described in paragraph (c) below, shall immediately disclose the nature and extent of the interest to the Boa

(i) The Covered Person has a financial interest in a project;
(i) A member of the immediate family of the Covered Person has an interest in a proj

Person's official duties concerning a project.

(d) The Board shall take such action, which is necessary in light of the facts re i void a conflict of
interest or impropriety with regard to a project.

(e) The disclosure statement of the Covered Person, and the action by the Board, art of the minutes at its
next regular or special meeting.

(f) Inthe event any Covered Person, as to whether he, she 4ORi i interested in a project" under Section

4. Obligation to Abstain in the Event of an Adverse Intere
Covered Person under Section 2(a), such Coyered Person

ny Adverse Interest requiring disclosure by a
closed the Adverse Interest as described

respect to the matter pres
5. Prohibited Activities.

nt occasions in the ordinary course of a luncheon or dinner meeting or other
d a "qgift, loan, gratuity, favor or service" for purposes of this section.

(b)
mformatlon not available to the public concerning a project which comes to him, her or it as a result of
sreenhouse, nor may such person or entity provide that information to others not directly connected

or avlmmediate Family Member of a Covered Person has an ownership or employment interest (a "Related For-Profit
Entity") to provide services (other than services as may ordinarily be provided by a Covered Person in his or her capacity
as an officer, director or employee of the Greenhouse) to the Greenhouse or to any person or entity applying for or
receiving financial assistance from or through the Greenhouse (an "Applicant"); (ii) a Greenhouse shall not require, as a

14
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condition of application, funding, or otherwise, any Applicant to hire, engage or employ a Covered Person, Immediate
Family Member of a Covered Person or a Related For-Profit Entity to provide services to such Applicant; and (iii) a
Greenhouse shall not require, as a condition of application, funding, or otherwise, an Applicant to accept services from a
Covered Person, Immediate Family Member of a Covered Person or a Related For-Profit Entity. Subject to applicable
disclosure and recusal requirements, the prohibitions described herein are not intended to restrict or preclude pre-existing
relationships between Applicants and Covered Persons, Immediate Family Members of Covered Persons, or Related For-
Profit Entities, or to restrict or preclude business or professional relationships initiated by an Applicant wi
Person, Immediate Family Member of a Covered Person, or Related For-Profit Entity.

6. Communication and Affirmation of Policy.

(a) The Greenhouse shall deliver a copy of this policy to each of its officers, directors, employees;
independent contractors. A copy of this policy, or a summary thereof, shall be included in
proposed project which the Greenhouse funds.

(b) All Covered Persons shall be given a copy of this policy and deliver to the Secreta
affirmation of adherence to the policy by executing the Acknowledgment and Ac
attached hereto.

(c) Each member of the Board shall provide the Greenhouse's Secretary wit
Statement in the form from time to time required by the Greenhouse. Altho i i ade available to
the members of the Board, it will otherwise be treated as confidential.

(d) Any candidate for election to the Board shall be given a copy of this policy in
yees or neWly retained consultants or
independent contractors shall be advised, prior to election, hirin i policy and each shall affirm his or

7. Remedies. The failure to make any required disclosure yunder t ch of this policy is grounds for
disciplinary action by the Greenhouse against the Cov disciplinary action may include removal from the
Board or termination of the individual's employment, con tract or arrangement, and is grounds for
disapproval of an application or rescission of a project by th e remedies provided herein shall be in addition

| have read and understand the S rding conflicts of interest. | acknowledge that there are no current
transactions or activities which mpeting or conflicting interest as defined in the Statement of
Policy. Further, | acknowledge, tary of the Greenhouse any transaction or activities of the

Greenhouse or me which mig
Finally, | understand that failur:
remedies set forthj

tement of Policy regarding Ethical Conduct and Conflicts of Interest.
tement of Policy will damage the Greenhouse and its activities, and the

15
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FINANCIAL INTEREST DISCLOSURE STATEMENT

20
PARTNER

(All information concerns the period 1/1/20___ through 12/31/20___)

I, the undersigned member of the Board of Directors of the
in compliance with the Greenhouse Conflict of Interest Policy, hereby report the following:
(If there are no Ownership Interests, please indicate so with NONE).

1. Ownership Interests.
At any time during the past calendar year, | or my spouse had an Ownership Inter

*Ownership Interest means an equity intere i the person reporting or his or her spouse actively
works or an investment interest in a business i

2. Offices and Positions.
At any time during the past cal
businesses: (If there are no O

s and Positions igvolv ase indicate so with NONE).

Signature

Printed Name

16





