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Section | — General

A. Introduction

appropriate.

The CFA New Pennsylvania Venture Capital Investment Program i
initiative intended to address the financing needs of Pennsylvania b
to venture capital partnerships, leveraged by another $180M of priva

underserved areas, the Commonwealth has instructed t
venture capital partnerships with primary offices sta

-time senior-level partner
itan Statistical Area and
which have a population of one million people uant to the statutory

The CFA New Pennsylvania Venture Capital Inve flexible financing is designed to meet
the needs of technology-oriented busgi newly developed business structures
evolving in the New PA technology Pennsylvania Venture Capital Investment

Program holds the promise of more fir

for the program shall be used to make loans to venture capital
staffed with at least one senior level partner located in

phia Metropolitan Statistical Area and which have a population
000 decennial census of the Bureau of the Census.

1. Atleast 50% of the

de available for the program shall be used to make loans for investments
panies located in Pennsylvania counties which are outside the Philadelphia
Statistical Area and which have a population of 1,000,000 or less, based on the 2000

s of the Bureau of the Census.

ertain requirements that will apply to every venture capital partnership that receives
his program.

The ultimate beneficiary of the financing must be a Pennsylvania related company which is defined
as an entity with operations located in this Commonwealth or an entity willing to locate significant
business operations in this Commonwealth. For purposes of this program significant business

operations is defined as having a simple majority of its workforce employed in the Commonwealth.



b. There must be a financial return mechanism to the CFA New Pennsylvania Venture Capital
Investment Program. The rate of return need not be high or substantial in every financial
transaction approved, but the goal of the CFA Board is to achieve an adequate rate of return while
balancing the goal of economic development within the Commonwealth.

c. The fund applicant must be willing to provide all pertinent information requested so tha
complete due diligence review of the proposed investment in the venture capital pax
conducted.

invested in Pennsylvania-related companies.

6. The CFA investment should not exceed 20% of the total investm
partnership.

C. Types of Financing Available

1. The actual method of financing to be offered by ia Venture Capital
Investment Program is through a loan pro i ship of the fund, to the
management company of the fund, or to a tablished and under the control of the
management company or general partnership . nture capital partnership is an entity

whose purpose is to make investments in co i d as a limited partnership, limited
liability company or comparabl

Section Il - Th n Process

pplica

A. General

partnership seeking to make an investment in Pennsylvania-related companies may
2 loan to the Authority by utilizing the DCED Single Application form.

cady to apply for funding must utilize the DCED Single Application.

g Application can be printed and/or completed online by accessing: www.inventPA.com
pplication” into the search mechanism.

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.

Applications may be filed at any time during the fiscal year, subject to availability of funds, in
accordance with the process outlined herein and subject to CFA Board approval. However, dates
for presentations and application deadlines will be determined by the Board and posted on
www.inventPA.com.


www.inventPA.com
mailto:ra-dcedcs@state.pa.us
www.inventPA.com

d. Applications should be submitted to:

Department of Community and Economic Development
Customer Service Center

Commonwealth Keystone Building

400 North Street, 4™ Floor

Harrisburg, PA 17120-0225

(800) 379-7448

e. Correspondence should be sent to:

PA Department of Community and Economic Development
Commonwealth Financing Authority — New PA Venture Capita gram
Commonwealth Keystone Building
400 North Street, 4™ Floor
Harrisburg, PA 17120-0225

(717) 787-4147

B. Fund Investment Application

1. Applicants wishing to access the New Pennsylvania
the following supplemental information (see at
detail).

estment Program must submit
endix A for additional

a. Business Plan including:

e Applicant’s name.

e Address of the applicant i the applicant located in the Commonwealth.

e A history of i perations, accomplishments and historical investment
returns inclu

CFA.

gorporation (if applicable).
K position of principles.

acration, distribution and participation in project for principals and partners.
f interest and risk factors.

heet commitments or letters of commitment from third party investment sources for this
currently and in the future.

List investment sources approached, but not participating in this project.
e An aggregate IRR on all investments, including both realized and unrealized gains.

c. Marketing/Opportunity:

o General size of present active marketing areas.

¢ Investing strategy and intended industry sectors including stage of investment.



¢ How sufficient qualified deal flow will be generated.
e What are the screening criteria?
o What has past experience been in performing due diligence and what is the process going to be?

d. Experience/Management:

e Management team, board members and qualifications.

¢ Qualifications, Network and Access to the expertise of experienced industry @dvisors to project

management team.

e How will oversight of portfolio companies be handled?
e To what extent will management be involved in investments?

e A description of the applicant’s current and proposed relation
monwealth that foster economic development.

e. Potential Impact:

C. Approval Process

1. Staff will review the application. applicant to obtain a full understanding of
the venture capital partnership. Sta ilize the matrix that is approved by the CFA Board to
rtnership. Staff will review and analyze all necessary

ylvania-related companies in the past.

g relationships with organizations in this Commonwealth

rated a satisfactory investment performance record.
pomic development return to the region or the Commonwealth.

Board will consider whether the applicant has demonstrated that it can and will raise and
ennsylvania-related companies at least $3 of nonpublic equity for every $1 of loan funds
the applicant under this program.

g. That the applicant complied with all other criteria established by the Authority.

enture capital partnerships that complete a satisfactory staff review will be submitted to the CFA
oard for review and consideration. Approval of a project for financing will require CFA Board
approval.

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



a. The applicant fails or refuses to provide pertinent information regarding the fund which is deemed
essential 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. There is inadequate participation by other investors in the fund or the level of particip
investment committed to the fund is insufficient to close the fund.

d. The anticipated economic development return to the region or the Commonwe is non-existen

being requested.

e. The fund is not based in Pennsylvania, or does not maintain a subs
Pennsylvania.

g. The fund does not meet the minimum scoring requirement i
Board.

d by the CFA

h. Any other criteria adopted by the CFA pursuan

D. Post Approval Process
1.

be current in payment of all state and local taxes unless they
nt satisfactory to the respective taxing authority and are in full

easonable times and places. Upon request, the applicant must furnish all data, reports, contracts,
ocuments and other information relevant to the project, as may be requested in the investment
cuments.

5. Ifaproject is approved and it is subsequently 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 or financing documents, the applicant will be in default and the Authority will
demand immediate repayment of any and all funds advanced in connection with the fund. In addition,
the matter may be referred to the appropriate authorities for criminal investigation.



E. Reporting Requirements

1.
2.

All reporting is due via e-mail within 15 business days of the end of the quarter.

All recipients must provide quarterly reports quantifying the progress toward accomplishing approved
deliverables.

Aggregated IRR for the quarter reporting and period to date are required.
Audited annual financials are required.

Following investment by the venture capital partnership in a Pennsylvania busines partnership
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Business Impacted — An action that improves or enhances the
based company in a quantified and verifiable manner, inclu
portfolio companies.

c. Jobs Created — The direct creation of new jobs in PA for you
transfer of jobs within PA.

not include the



Appendix A — Fund Questionnaire

l. 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 prog
limitations.

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

C. State the size, life and active investment period of the fund you are prop
from your previous funds?

Advisory Board in developing policies; and any other important
fund. Your answer should include, but not be limited to, any pro

1. No-fault divorce
Any clawback

Joint and several liability

2
3.
4. Conflicts of interest
5. Restrictions on raising multiple funds
E. List any special advisors, consu tc., you plan to use for this fund.

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

Il. Previous/Current F

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

Fund Fund Fund

Final Closin

Number of investment professionals

IRR on PA Portfolio




B. Please provide a portfolio company detail spreadsheet for each fund, as outlined below:

e Company Name:

e Industry:

e Lead General Partner:

e [ocation:

e Date of Initial Investment:
e Initial Investment Cost:

e Total Investment Cost:

e Net Realized Proceeds:

e Value in Portfolio:

e Return Multiple (NAV+Dist/paid-in):
¢ IRR:

o Initial Percentage Owned:

e Current Percentage Owned:

e Number of Financing Rounds:

¢ Initial Financing Stage:
¢ GP Role (Lead, Co-lead, Follow):

e Board Seats:

e [ead Investor:
e Co-Investors:
e Deal Source:
e Date of Exit:
o Exit Method:

Include backgrounds and prior expertise in venture capital/alternative investments.
al number of current and planned employees.

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

ndividual Fund X-IlII Fund X-II 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 I1I-B above.

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

Partner/Associate Capital Managed # of Investments

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

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
(This form must be completed by each principal of the general
business endeavors or investments that could impact the amount
proposed.)

percentage of time dedicated to each endea
2. Please list all corporate or non-profit

I. Litigation Questionnaire
(This form must be completed by each princip artner. All “Yes” answers must be
accompanied by a detailed explanati i stances causing the “Yes” answer.)

legal action involvi

[J]Yes [] 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?

[J]Yes [] No




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?

[JYes [] No

IV. Performance

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

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

C. Have any of your partnership interests traded as secondary inte

D. What is the company valuation methodology that you have empl i ; is is different
from your proposed fund, please elaborate.

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

V. Decision Process

A. Describe your firm’s decision process as it re
investments and follow-on finangings.

B. What investment criteria do you

investments? Please explain. How are failing companies

dealt with? How is down a company? Give examples with prior failed or

difficult investmen

D. What controls are 11 investment decisions are consistent with firm/fund

guidelines?

1ct of interests in the management of (a) funds and (b) portfolio

\'"/ B

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

lease provide a copy of your most recent deal log for the most recent quarter.
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VIl. 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 explaij

VIIl. 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

B. Provide a reference listing of all mezzanine/subordinated lenders i tal in your
previous fund investments.

C. Provide a reference listing of all senior debt lender
investments.

D. Provide a reference listing of all venture ¢
in your previous fund investments.

E. Provide a reference listing of individuals who nding of your firm’s investment
expertise.

H. Provide a descripti

I.  Are you registered

11
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