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DECLARATION OF APPLICANT





1.	We certify that all information submitted in connection with SBA Forms 2184 and 2185 is true and correct to the best of the knowledge and belief of each one of us.  We also certify that we are submitting this information for the purpose of receiving SBA’s designation as a New Markets Venture Capital (NMVC) company (or for the purpose of a change of ownership).  All statements made in connection with SBA Forms 2184 and 2185 are considered material for the purpose of inducing the SBA to approve the management and ownership of the applicant, to designate the applicant as a NMVC Company, and to disburse SBA funds in reliance on such statements.





2.	We understand that if a participation agreement is signed on the basis of this application, this application will become an integral part of the participation agreement with the SBA within the meaning of 13 CFR Section 108.507.  Accordingly, nonperformance is a violation of Section 108.507.





3.	We understand that knowingly making a false statement in connection with this application is a violation of Federal law and is subject to criminal prosecution and civil penalties under 18 USC §§ 287, 371, 1001, and 1006; 15 USC §§ 645 and 687(f); and 31 USC § 3729.





4.	We have not used and will not use, directly or indirectly, any funds advanced by any NMVC Company to any small business concern, or any funds available as a result of funds advanced by a NMVC Company to a small business concern, to purchase any securities of the Applicant or to repay any obligation incurred in connection with the purchase of any securities of the Applicant.





5.	If approved as a NMVC Company, we will operate the NMVC Company in full conformity with the Small Business Investment Act of 1958, as amended, and SBA regulations.
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INTRODUCTION





Completion of this Form 2184 together with completion of the required Exhibits found in Form 2185 fulfills the requirements of §108.320 of providing the SBA with a “comprehensive business plan”. When answering questions, make the responses sufficiently complete so that your answer is clear, but do not make them excessively long.  We do not judge completeness of the application by its weight.








GENERAL INSTRUCTIONS





BEFORE STARTING





Prior to answering this application, you should:





Read all of the NMVC regulations found in Part 108, as well as the small business size regulations found in §121.101 through §121.103 in order to assure yourself that you would be comfortable operating within the constraints of the NMVC program. (All of these regulations can be downloaded from the Investment Division web site at www.sba.gov/INV/.)


Read all of these General Instructions thoroughly and follow them carefully.  For assistance with any questions during the preparation of your responses, you may contact a staff person in the New Markets Venture Capital office by dialing 202-205-6510.


Read the Notice of Funds Availability (NOFA).





STRUCTURE OF THE APPLICATION





2.	The NMVC Application is divided into two parts.  Form 2184 is a questionnaire found in a Word 97 file named Form2184v**.DOC�. Form 2185 encompasses the accompanying electronically filed word processing Exhibits in a file called Form2185v**.DOC.  





HINTS IN SUBMITTING THE APPLICATION





3.	Throughout the Application, the term principal is utilized.  This refers to anyone who engages in the management of the relevant entity.  This customarily includes officers and directors of a corporation, general partners of a partnership, and managers of a limited liability company.  Whether one qualifies as a principal is based upon authority, responsibility, and actions; title is not determinative.  Where the term NMVC Company is utilized, it is, of course, referring to a proposed NMVC Company.  





4.	When the Application refers to specific sections of the regulations you should read that particular section before trying to answer the question.  For example, in answering the questions, you will often find the term Associates utilized.  For the NMVC program, this has special meaning, which should be read carefully in §108.50. 





5.	In answering questions where you have not had actual experience, how you respond is particularly important.  If you have not managed a fund previously as a team, these responses are especially significant in our evaluation of the answers.  It is not length of the response that counts; rather it is the internal integrity, consistency, coherence, and clarity of the content as it relates to your strategy and to your experience. 





	If you are selected to be a NMVC Company, while you will have received a multi-year commitment from us for leverage, and while this commitment is considered to be an obligation of the U.S. Government which cannot be re-programmed away by Congress, it is nonetheless a conditional commitment — conditioned upon your NMVC Company remaining in regulatory compliance, and adhering to the general investment strategies enunciated in your responses to the Application.





	You should know that once a year, we do a major assessment of your NMVC Company and of its management, just as a bank does an annual review for a revolving credit line.  In addition, our team of examiners will be visiting your NMVC Company approximately once every 12 months, and our NMVC program staff may visit you at other times during the year.  At the time of each visit, we expect to find that you are and have been in compliance with our regulations and generally following your investment strategy and proposed methods of operations, as related in the Application. 





	Is this assessment totally rigid?  No, but we expect you to generally adhere to the investment strategy outlined when seeking to be a NMVC Company, or else we expect you to advise us of any significant change of investing style.  Therefore, please answer the questions thoughtfully. 





THE MECHANICS OF UTILIZING THE FILES AND RESPONDING





6.	First, upon opening this file, entitled Form2184v**.DOC, immediately save the file under another filename in order to retain an original which has not been altered in any way.





7.	Next, in the header, substitute your fund’s name for Name of Applicant. 





8.	Answering Questions.  Insert the answers following each question unless an Exhibit is being provided.  If “not applicable”, write “N/A”.  No questions should be left blank.





Your response should always begin in a separate paragraph under the question.


Always leave a blank line both before and after your answer to a question.  (If the response is “N/A”, these extra lines for readability are not necessary.)


Please note that the document is designed so that the questions are in a typeface known as “Arial”, and the lines in-between the questions which are for your answers are designed to be in a typeface called “Times New Roman”.  As you can appreciate, by utilizing different typefaces, the responses are much easier for us to read.  Please insure that your narrative responses are in Times New Roman or Times Roman. 


Where boxes are provided, expand them as necessary, and change the column widths if you desire.


Insure that tables do not break across pages, unless the table is longer than a single page.


Insure that each section begins at the top of a new page.


9.	If you wish to provide extensive supplemental information for a particular question, you may attach it as Exhibit L.  In the Exhibit, be sure to identify the question being referenced.  You should feel free to expand on any question that is asked if you believe that it would clarify your answer.





10.	Hints on using Word software.  If you utilize Word software in answering the Application, you may find it easier if you turn off certain aspects of AutoCorrect.  Go into the menu item Tools, AutoCorrect; click on the tab AutoFormat as You Type, and clear the check boxes Automatic Bulleted Lists and Automatic Numbered Lists, and also click on the tab AutoFormat, and then clear Automatic Bulleted Lists.  





	To duplicate a table, place the cursor anywhere in the relevant table and click on the menu item Table; Select Table; <Ctrl-C>; place the cursor where you want the duplicated table to begin, and do a <Ctrl-V>.  You may repeat the <Ctrl-V> as often as you wish to duplicate the table. 





	If you are using Word, you will find that just above the horizontal ruler, all the way over to the left is a box with a down arrow.  If you don’t have the correct typestyle and need it, just click the arrow, and select a paragraph style known as Normal, (a 12 pt. Times Roman typeface), or for an indented paragraph, a paragraph style called Body Text 2 (also a 12 pt. Times Roman typeface).  If the correct typestyle doesn’t appear, you can block the paragraph and do a <ctrl-spacebar> which should make the typestyle standard.





11.	Provide all applicable exhibits.  If there are exhibits that don’t apply to you, submit at least one page with the statement “Not Applicable” so that we know that it was not overlooked.  





12.	Please note that a failure to include all requested information will delay processing of your application and may cause us (SBA) to exclude your submission from the application process.





MAKING THE SUBMISSION





13.	When you are ready to submit the application, in the header, insert the Date of Submission.





14.	Submit  Form 2184 (the Application) and Form 2185 (the Exhibits) in Word 6.0 or Word 97 format, plus Exhibit N (Forecast) in Excel 5.0 or Excel 97 format, all on standard IBM readable 3½” diskettes.





15.	Print out two (2) copies of the Application and Exhibits.  Submit each set in a large 3-ring binder. 





16.	All officers of a general partner to a NMVC Company, or all officers of a NMVC Company, or (LLC) managers of a NMVC Company must sign two printed copies of the Declaration found on page two of this application.  (Be sure that the header on page 2, which is different from other headers, is filled in.)





17.	In addition, insure that all required persons have signed Exhibits C, D, H, I, and J. 





18.	Provide all required legal documents.  Your SBA staff contact will advise you regarding what documents are required signed or unsigned with the initial submission.





19.	Enclose the disks, and the two copies of everything, together with a check for $2000.00 payable to the U.S. Small Business Administration. 








�






NMVC APPLICATION





Section 1.  General FUND Information





101.	Full legal name of fund.





102.	Address of main office and of any branch offices, plus the URL of your web page, if any.





103.	For each principal, provide the following.





Full Name�
�
Nickname (if any)�
�
�
Business Tel. No.�
�
Home Tel. No.�
�
�
Business Fax. No.�
�
Home Fax No.�
�
�
Business Email�
�
Home Email�
�
�
Business Address�
�
Home Address�
�
�
Office Where Person Will be Located�
�
�
U.S. Citizen�
Yes�
�
No�
�
�
If you are not a citizen of the U.S., are you a permanent resident alien?�
Not Applicable�
�
Yes�
�
No�
�
�
Key role & function in the NMVC Company


�
�



Full Name�
�
Nickname (if any)�
�
�
Business Tel. No.�
�
Home Tel. No.�
�
�
Business Fax. No.�
�
Home Fax No.�
�
�
Business Email�
�
Home Email�
�
�
Business Address�
�
Home Address�
�
�
Office Where Person Will be Located�
�
�
U.S. Citizen�
Yes�
�
No�
�
�
If you are not a citizen of the U.S., are you a permanent resident alien?�
Not Applicable�
�
Yes�
�
No�
�
�
Key role & function in the NMVC Company


�
�



Full Name�
�
Nickname (if any)�
�
�
Business Tel. No.�
�
Home Tel. No.�
�
�
Business Fax. No.�
�
Home Fax No.�
�
�
Business Email�
�
Home Email�
�
�
Business Address�
�
Home Address�
�
�
Office Where Person Will be Located�
�
�
U.S. Citizen�
Yes�
�
No�
�
�
If you are not a citizen of the U.S., are you a permanent resident alien?�
Not Applicable�
�
Yes�
�
No�
�
�
Key role & function in the NMVC Company


�
�



Full Name�
�
Nickname (if any)�
�
�
Business Tel. No.�
�
Home Tel. No.�
�
�
Business Fax. No.�
�
Home Fax No.�
�
�
Business Email�
�
Home Email�
�
�
Business Address�
�
Home Address�
�
�
Office Where Person Will be Located�
�
�
U.S. Citizen�
Yes�
�
No�
�
�
If you are not a citizen of the U.S., are you a permanent resident alien?�
Not Applicable�
�
Yes�
�
No�
�
�
Key role & function in the NMVC Company


�
�



104.	State amount of Debenture Leverage desired. 





105.  Regulatory Capital.  





Table 105.1  Regulatory Capital to Be Raised�
�
Minimum�
Maximum�
Most Likely�
�
$�
$�
$�
�
Total commitments subscribed for to date�
�
�



Table 105.2 Anticipated Sources of Regulatory Capital by Class��
�
Type of Source�
Amount�
C/N��
�
�
$�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�



Table 105.3�
�
Actual or anticipated first closing date�
�
�
Minimum Capital for first closing�
�
�
Anticipated final closing date�
�
�



106.	Matching Resources for Operational Assistance Grant Funds.  





Table 106.1 Matching Resources to be Raised for Operational Assistance Grant�
�
Minimum�
Maximum�
Most Likely�
�
$�
$�
$�
�
Total commitments subscribed for to date�
�
�



Table 106.2 Anticipated Sources of Funds by Class for Matching Resources��
�
Type of Source�
Amount�
C/N��
Estimated Date for Receipt of Funds�
�
�
$�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�






Table 106.3�
�
Anticipated first closing date�
�
�
Minimum Matching Funds for first closing�
�
�
Anticipated final closing date�
�
�
106.4	Do you intend to utilize an annuity to fund your required matching resources?


Yes�
�
�
No�
�
�
106.5	If “yes” describe the anticipated annuity, amount, and insurer expected to provide this.








Table 106.5 Anticipated Sources of In-Kind Contributions for Matching Resources�
�
Nature and Type of Source�
Amount Anticipated to be Claimed�
Estimated Date for Receipt of Contributions�
�
�
$�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�



106.6	Anticipated ratio of cash to contributions-in-kind for matching resources�.





107.	Describe how you intend to achieve Management and Ownership Diversity.  (§108.150).  Specific questions you should answer include: (a) How many total investors do you contemplate, and (b) what percentage do you anticipate would be held by non-principals.  If there is any uncertainty over its interpretation, please discuss this topic with a SBA staff person.





108.	Do you intend for your NMVC Company to be a “drop-down fund”, i.e., a subsidiary of another venture capital fund? 


Yes�
�
�
No�
�
�



108.1	If “yes” answer the following questions.


Name of Parent Fund�
�
Address�
�
�
Key Contact�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



108.2	Describe fully the current or proposed investment status of the parent fund (i.e., size of fund, how much is currently invested, and how much will be dropped down, as well as the geographic areas in which the parent invests or plans to invest, and the types of investments that it is making or plans to make).





108.3	What amount of private capital, if any, in the parent fund do you intend to hold back in reserve for the parent?





108.4	Is this parent entity engaged in community development activities?


Yes�
�
�
No�
�
�



108.5	If “yes”, describe in detail, the nature of these activities.





108.6	If “yes”, discuss fully the investment policies of the two funds, including a discussion of how co-investments, if any, would be handled.  (Refer to §108.730.)





109.	Other than as a drop-down fund, will the Applicant be associated with another entity?


Yes�
�
�
No�
�
�
If “yes”, answer the following questions.


109.1	


Name of Parent Entity�
�
Address�
�
�
Key Contact�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



109.2	What is the nature of the business of the associated entity?





109.3	Is this entity involved in community development?


Yes�
�
�
No�
�
�
109.4	If “yes, describe its activities.





109.5	Provide the key balance sheet and income statement data of this entity.





109.6	What is the source of capital of the associated entity?  Provide percentages by class of sources.





109.7	Will this entity be providing Regulatory Capital to the Applicant?


Yes�
�
�
No�
�
�
109.8	If “yes”, how much money? 





109.7	Will this entity be providing technical assistance funding to the Applicant?


Yes�
�
�
No�
�
�
109.8	If “yes”, how much money? 





109.9	Describe, in detail, any proposed working relationship between the Applicant and this associated entity.  (For example, this can include services provided, personnel provided, charges for such personnel, overhead absorption, etc.) 





110.	 Are you proposing to be a regulated public entity (usually ’40 or ‘80 Act investment company), either at the time of filing or at some foreseeable time in the future?  (See also question 508.)


Yes�
�
�
No�
�
�



111.	Describe how, and to what extent, the NMVC Company will direct its economic activities towards one or more Low-Income Geographic Areas as defined in §108.50.








�



Section 2.  Counsel and Consultants





In addition to the details in the tables below, for each of the four categories of advisors, also state what their functions or contributions are.  Also, state the compensation paid to date and total compensation anticipated by the time you expect to receive final approval as a NMVC company.





201.	Law firm contact.





Law Firm�
�
Address�
�
�
Name of Attorney�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



202.  Independent public accountant contact.





Accounting Firm�
�
Address�
�
�
Name of Accountant�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



203.  Consultants.





Firm Name�
�
Address�
�
�
Name of Consultant�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



204. Placement Agents.





Firm Name�
�
Address�
�
�
Name of Agent�
�
Direct Ph. No.�
�
�
Email Address.�
�
Fax Number�
�
�



204.1 In addition to the details in Table 204, give a description of placement agreements, including compensation structure.  Please indicate who will be responsible for payment of placement agent compensation, the basis for compensation, and how and when such compensation will be paid.





204.2  Describe the nature of any affiliations between placement agent(s) and principals or the NMVC Company.








�



Section 3.  Investment Strategy





301.	In the table below, give the anticipated distribution of investments by life cycle stage of portfolio company investments. (Note that in the case of seed and early stage investing, follow-on investments would still be classified as “seed” or “early stage”.)





Table 301.  PROSPECTIVE Distribution of Investments by PERCENTAGES in Life Cycle of Companies�
�
Seed�
Early Stage�
Develop-ment�
Growth�
Expan-sion�
Turn-around�
�
%�
%�
%�
%�
%�
%�
�



301.1	Discuss the anticipated holding periods for your investments? 





302.


Table 302. Anticipated Allocation of Types of Investments by Dollar Amount�
�
Equity Securities — §108.50�
$�
�
Debt Securities   — §108.50�
$�
�
Loans                 — §108.50�
$�
�



303.	Describe the types/characteristics of securities you will utilize to make investments. 





304.	State, by revenue, by cash flow, by pre-tax, or by after-tax profits, the sizes of businesses you are most likely to consider financing.





305.	Based on the length of time for being “fully invested”, at the end of that period, are you planning to hold part of your fund in reserve for contingencies?  As a percentage of the total fund, including both private capital and leverage, if there is to be a reserve, what is the percentage of the fund that you anticipate?  Show the dollar split of this reserve between private capital and unused leverage capacity.





306.	Based on the most likely ultimate fund level (including the full amount of SBA leverage that you intend to utilize), 





306.1	Over the first five to six years of the life of your fund, indicate the number of financings that you expect to make, by year.

















Table 306.1  PROJECTED DISTRIBUTION OF FINANCINGS�
�
Year�
1�
2�
3�
4�
5�
�
# Financings�
�
�
�
�
�
�
$ Amount�
$�
$�
$�
$�
$�
�



306.2	State the ultimate number of portfolio companies (not financings) anticipated, and, picking the midpoint of various ranges of financing sizes, how would you expect to have your investments distributed (by total amount per company?  (Give a table with the smallest first and the largest last.  Please refer to §108.740.)





Table 306.2  PROJECTED DISTRIBUTION OF SIZE OF FINANCINGS�
�
$ Size Range�
$ - $�
$ - $�
$ - $�
$ - $�
$ - $�
�
# Companies�
�
�
�
�
�
�
Total $ Amount�
$�
$�
$�
$�
$�
�



307.	How many years do you expect it will take you to be fully invested (except for some reserves for follow-on investments)? 


Years�
�



308.	From the standpoint of your investing strategies, discuss from where you anticipate the increases in value of your portfolio will derive, and the magnitude.  For example, to what degree will you expect to have portfolio companies increase in value due to growth in sales, greater efficiencies, gross margin improvements, improved capitalization, improved management, or p/e multiple expansion, etc.?  Discuss fully.





309.  Pricing a deal.


309.1  When you are pricing a deal, what is your targeted IRR?  





309.2  Discuss how you price a deal where the company has earnings.  Use an example if it would clarify your methodology.





309.3  Discuss how you price a deal without positive earnings.  Give an example if it helps to elucidate.





310.  What is the IRR or IRR range that you are selling to your potential investors (excluding any tax benefits)?





311.	Will the fund be a lead investor, co-investor, or sole investor?  What mix is anticipated?  





312.	Based on Table 301 above, if you intend to do seed or early stage investing:


Check if not applicable (�
�
�
312.1	In the table below, show the most typical progression of each financing round, indicating total size and your share of each round. 





Table 312.1  PROGRESSION OF INVESTING BY FINANCING ROUND�
�
Round Number�
1st Round�
2nd Round�
3rd Round�
4th & 5th Rounds�
Total�
�
Round Size�
$�
$�
$�
$�
$�
�
Your %�
%�
%�
%�
%�
%�
�
Your $�
$�
$�
$�
$�
$�
�



313.	How active will the principals be in the portfolio companies?  Discuss such topics as corporate governance, to what extent board seats and board committees will be sought, or just observer rights.





313.	Exiting investments. 





313.1	Discuss the types of exit strategies contemplated for portfolio investments, how you would expect them to be proportionally divided, and why you feel that the chosen exit strategies are appropriate for your investment strategies.  (If relevant, discuss how they may differ from those utilized for prior funds.)





Table 320.1  Distribution of Exit Mechanisms Projected�
�
Sales/ Mergers�
IPOs�
Recaps Incl. Puts�
MBOs�
ESOPs�
Distress Exits�
�
%�
%�
%�
%�
%�
%�
�



314.	Geographic investment areas.  





314.1	Describe the Low-Income Geographic Areas (“LI Areas”) in which you intend to invest. Describe the specific criteria under which each of these areas qualifies as a LI Area.�  (Your investment areas do not have to consist of contiguous regions.)  





314.2	In Exhibit W, provide a visual representation of the LI Areas in which you intend to invest.





314.3	Discuss the percentage of Regulatory Capital plus leverage that you propose to invest in Smaller Enterprises located in LI areas, as compared to the amount that you propose to invest in Small Businesses located outside of LI areas.





314.4	Discuss the percentage of operational assistance activities for Smaller Enterprises that you propose to use in LI Areas vs. outside of LI Areas.





314.5	State the ratio of urban vs. rural investing that you anticipate doing�.


Urban�
%�
Rural�
%�
�



315.	Discuss the extent of economic distress in the LI Areas in which you intend to invest.





316.	Discuss the extent of demand for Developmental Venture Capital in the LI Areas in which you intend to invest and how you plan to meet this demand.  If possible, quantify the size of the demand for such capital, and provide the basis for such estimates (e.g. customer inquiries, results of a survey, etc.) 





317.	If there are any other factors or trends that could affect your ability to make effective development venture capital investments, discuss these.





318.     List and describe other providers of Equity Capital Investments in the LI Areas in which you intend to invest (see section 108.50).  Discuss the extent to which your proposed investment area and strategy are duplicative to those of such existing providers.





319.	State any industry preferences that you may have, if any, and why you have these preferences.





320.	Beyond investing in LI Areas, to what extent will you target special groups of businesses, such as ethnic groups, or businesses owned by women?  Discuss.  Are there any other features of your proposed NMVC Company that would make it particularly unique from a public policy perspective?





321.	Impact of your investment activities.  This question concerns the criteria and economic measurements to be used to evaluate whether, and to what extent, your fund will have met the objectives of the NMVC program.  Qualitatively discuss various aspects of the benefits you anticipate creating, and then to have you translate these into quantitative measurements that the SBA can use in future years to measure your progress.





321.1	Discuss the social, economic, and community development benefits that your NMVC Company is expected to create within identified LI Areas as a result of your fund’s activities.  Please be specific as to how your activities will expand economic opportunities or promote community development.





321.2  Provide a description of the criteria to be used to measure the benefits that will have been created as a result of your fund’s activities. 





321.3  Describe the systems and methodologies that you will use to measure and evaluate the impact on an ongoing basis, or else describe your plans to create systems to measure and evaluate the impact.





321.4  In the charts below, choose at least two of the indicators that you have discussed above which you will use to measure the community development impact of your NMVC Company’s investing activities and which SBA will then be able to use to measure your performance against your own goals.  Provide data in three-year blocks for the first nine years.  (You may duplicate the tables if you wish to have specific measurements for more than two indicators.)





Table 325  Community Development Impact�
�
[Name of Indicator]�
�
[Name of Indicator]�
�
Years�
Total Mkt�.�
Target Mkt�.�
�
Years�
Total Mkt.�
Target Mkt.�
�
1-3�
�
�
�
1-3�
�
�
�
4-6�
�
�
�
4-6�
�
�
�
7-9�
�
�
�
7-9�
�
�
�
10�
�
�
�
10�
�
�
�



322.	Working with community development organizations.





322.1	Describe how you intend to work with community development organizations to solicit deals, to provide capital, and to provide technical assistance.





322.2	Name some of the organizations with which you expect to work.  Very briefly, describe the types of organizations they are, the geographic areas they serve, and their purpose.





322.3	Discuss whether you anticipate having representatives of any of these organizations in an advisory role to your fund? If so, describe the anticipated activities.  Please be specific.





323.	Discuss whether, and if so how, you will be accountable to the residents of the LI areas in which you will be investing.�





324.	Operational Assistance.  Describe how you plan to use your grant funds to provide Operational Assistance to Smaller Enterprises in which you will make Developmental Venture Capital investments.  Discuss the types of Operational Assistance you propose to provide, and whether and to what extent you intend to provide the Operational Assistance directly through your staff or through outside entities.





325.	New Markets Tax Credit program.  





325.1	Address if, and to what extent, you intend to conform your activities to the New Markets Tax Credit program (see §108.50.)  





325.2	If you plan to seek New Markets Tax Credits, state the amount of tax credit allocation you intend to seek.


$�
�



�



Section 4.  Investment and Oversight Process, Including Risk Factors.





401.	Provide exact details on the prior investment or professional activities in which the NMVC Company’s key principals have worked together.  Please specify the relationships, and the dates during which such relationships existed, as well as the duties that each principal performed.





402.	State the percentage of time that each of the principals will devote to the NMVC Company (A) during the first year, and (B) during years subsequent to the first year.  (If less than 100% is being devoted to the NMVC Company, please discuss only in general terms, as the details on each individual are to be provided in Exhibit G.) 





403.	Do you intend to employ a full-time or part-time CFO?  If so, will this person be a principal?  (If this person has been identified, please provide a resume in Exhibit E, and if the person will also be a principal, all of Exhibits C through H must be provided.)





404.	Compliance with regulations.





404.1	Who will have primary responsibility for reporting and for regulatory compliance?





404.2	Procedurally, within your organization, how do you intend to insure that the structure and terms of each financing comply with SBA regulations?





405.	Insofar as you plan to utilize advisors as part of the investment or oversight process, please describe their roles, duties, and responsibilities; and if they have been identified, please provide a description of their backgrounds.  (Make this sufficiently complete, but not too verbose.)





406.	Deal flow.  (Please limit the length of your responses in this question to no more than eight lines, per part, in 12 pt. Times Roman.)





406.1	Per year, how many business plan submissions or qualified requests for financing that fall somewhat within your investing space, would you consider to constitute “adequate” deal flow?  


�
�



406.2	Discuss your marketing strategies for how you are now, or plan to, achieve this level of deal flow. 





406.3	Beyond the sources of deals that are cited in Exhibit F for each principal, identify other significant sources of deal flow, and whether they are existing or prospective.





406.4	If the principals are now operating a fund in a LI Area, of all of the business plans or qualified requests for financing that have been received,  in what percentage has the fund invested?





%�
�
“X” if No Fund (�
�
�
406.6	Who will have primary responsibility for deal generation.





407.	Describe, in detail, your proposed procedures  to log deal flow.  Do you intend to maintain a computerized deal log?  If so, would it be maintained on a database program or another type of program?  State what program will be utilized.





408.	Describe, in detail, your proposed internal procedures for reviewing deals that are sent to you.  Topics covered should include (a) who reads each plan; (b) how you decide with whom to meet; (c) how long it normally takes you to respond to the entrepreneur evincing interest or not; (d) how many principals and/or associates meet with the prospect; (e) is there a preference for where the first meeting takes place, (f) how is the decision to proceed made and what is the criteria; (g) how is the entrepreneur notified of the go/no-go decision?  





409.	Describe your due diligence procedures, specifically indicating the type and extent of your inquiries and research.  Indicate how this responsibility is allocated and to whom.  (In Exhibit O, include any checklists, questionnaires, internal reports or financial models, and investment committee documents that you utilize.  You should also include two or more representative term sheets.)  





410.	Decision-making.





410.1	Describe how the decision-making process will be performed (both buy and sell), indicating the role of each principal in the process, and specifying the voting provisions. (For example, are votes made through majority, super-majority, or unanimity?) 





410.2	(a) Will there be advisory committees or other committees related to the investment/divestment process, and what will be their roles?  (b) Will some committees or individuals have more voting power than others, or special rights?  (If any of the subjects in this question 410 are evidenced in your legal documents [including your placement memorandum], please include that section as part of Exhibit O.)





411.	Internal oversight mechanisms.





411.1	When you are the lead investor, what types of reports do you intend to require from investee companies and with what frequency?





411.2	Describe your monitoring procedures and which partners have responsibility, including how the oversight emphasis may vary for the different principals.





411.3	Provide any detail on how you use, or intend to utilize, computerized techniques for monitoring and oversight.  





412.	What is your criteria and process for deciding whether to make follow-on investments?  (Please answer this question as fully as possible.)





413.	What are your criteria for termination or disposition of portfolio investments, under different circumstances, e.g., success, loss, “living dead”.





414.	Identify and discuss any additional potential risk factors specific to the fund’s strategy and specific safeguards contemplated to preserve investor capital, not discussed above. (For example, you may want to discuss any particular risks in your exit strategies, or those resulting from industry or geographic concentration.)





415.	Board of Directors, Investment Committee, and Advisors.  For each of these three categories, where you have already selected individuals, describe each member’s Community Development Finance or Relevant Venture Capital Finance qualifications (see section 108.50). 


�



Section 5.  Legal and Financial Provisions of the Fund





In this section, questions 501 (in its entirety), 502.1, and 508 (plus Exhibit U [Discussion of Issues for Public NMVC Companies]) must be supplied in their entirety when submitting the initial Application.  Answers to all other questions in this section may be supplied at a date between conditional approval and signing of the participation agreement.  However, all questions must be satisfactorily answered prior to the signing of the participation agreement.  





501.	Structure and Relationships. Describe the organizational structure of the NMVC Company and all Associated (§108.50) or Affiliated (§121.103) entities.  Your description of the organizational structure should include the items listed below; and in Exhibit K, include an organization chart reflecting the structure and entities you discuss.





501.1	Legal Structure.  Describe the legal structure and the date and jurisdiction of formation for each entity specified above. 





501.2	EIN of each entity, if issued.





501.3	Life of Entity.  State the initial life of the NMVC Company and provisions for extending the term. 





501.4	Ownership Structure.  Describe the ownership structure of the NMVC Company and ALL related entities shown in the organization chart in Exhibit K, including percentage of ownership by each of the principals and controlling investors within the meaning of the definitions of Control and Control Persons in §108.50.  (In this section, do not list any shareholders whose investments are solely financial, and who are not controlling shareholders.  Such persons should be shown solely in Exhibit M, NMVC Company Capital Certificate.)





501.5	Contractual Relationships.  Describe all material contractual relationships (or anticipated contractual relationships) between the persons and entities described in the organization structure.  (You may omit non-material items which arise in the ordinary course of business for an entity, e.g., normal commercial banking relationships.)





501.6	Describe any Associate relationship or any affiliation between any officer, director, general partner, or manager, or 10% owner of the Applicant and any other NMVC (applicant) company or Small Business Investment Company.





501.7	Describe any potential conflicts of interest and the controls in place to protect the interests of the SBA and the NMVC Company’s other investors.  (See §108.730)





502.	Management 





502.1	Managers.  On one line per name, utilizing the names provided in Exhibit B, identify the roles of each principal.  Then, in addition, describe any other persons or entities that will participate in making management and/or investment decisions, specifically including any that are not included in the description of the NMVC Company’s organizational structure.





Table 502.1  Managers�
�
Name�
Role�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�



502.2	Boards and Committees.  (a) List all corporate, advisory or governance boards or committees to be utilized by the NMVC Company.  (b) Provide descriptions of the roles and responsibilities of any such boards or committees in the investment decision process, specifically discussing whether they will have any veto power over investment or other decisions.  (c) Describe how and why the members of any such boards or committees are selected.  (d) Identify all persons on any such board or committee, and if such names are not included in the preceding paragraph, list the names, affiliations and brief biographies.





502.3	Management Succession.   What is your plan for providing management succession over the life of the NMVC Company?





502.4	Termination.  Describe any provisions regarding the termination (or material alteration) of any managing entity’s management activity with respect to the NMVC Company (e.g., general partner and management company).  Include descriptions of the circumstances under which a termination can occur and any persons that have rights to cause a termination.





502.5	Termination of Compensation.  Describe any provisions regarding the termination (or material alteration) of the compensation or other economic participation of a managing entity of the NMVC Company.  Include descriptions of the circumstances under which a termination can occur, any persons that have rights to cause a termination, and the economic effect of a termination.





502.6	Addition of New Managers.  Describe any provisions for adding a new managing entity to the NMVC Company.  Include descriptions of any rights to add (or veto or consent to the addition of) a new managing entity.





502.7	Compensation of New Managers.  Describe any provisions regarding how the compensation and economic participation of a new managing entity in the NMVC Company is established.





503.	Principals





503.1	Economic Participation.  For each principal in the NMVC Company, describe the NMVC Company’s (or managing entity’s) carried interest provisions.   Your description of how the carried interest will be allocated should identify all principals, employees, future participants, and other persons or entities that will participate in the carried interest (either directly or through bonus or profit sharing plans), and the formula or other basis for such allocations.  Also, discuss any other economic participation plans related to the NMVC Company (e.g., consulting or other fees, or share ownership in a managing entity).





503.2	Changes in Compensation.  Discuss vesting provisions for both principals and non-principals.  Describe any provisions regarding a material alteration (or termination) of the compensation or other economic participation of a principal in a NMVC Company or managing entity.  Include descriptions of the circumstances under which a material alteration (or termination) of compensation or other economic participation can occur, identifying any persons who have rights to cause such a termination. 





503.3	Termination of Principals.  Describe any provisions regarding the termination (or material alteration) of any principal’s management activity with respect to a managing entity or the NMVC Company.  Include descriptions of the circumstances under which a termination could occur, and any persons that have rights to cause (or veto or consent to) a termination.





503.4	Addition of New Principals.  Describe any provisions for adding new principals to the NMVC company or a managing entity.  Include descriptions of any rights to add (or veto or consent to the addition of) a new principal.





503.5	Compensation of New Principals.  Describe any provisions regarding the  compensation and economic participation of a new principal in the NMVC Company or managing entity. 





503.6	Investment by Principals in the NMVC Company.  Describe all direct and indirect investments by each principal in the NMVC Company and in any managing entity.  Include a description of the amount and terms of each such investment.





504.	Expenses and allocations





504.1	Describe the profit and loss allocations (to include bonus plans or profit sharing plans) between the investors, the managing entities, and any other persons or entities.  





504.2	Give details on distribution or reinvestment of proceeds.





504.3	Describe any provisions for preferential or early distributions.





504.4	Detail the management fees, including formulas for determining such fees.  (§108.520)  Discuss the allocation of expenses to the NMVC Company vs. a management entity and/or general partner, e.g. overhead, legal fees, due diligence costs, etc.  Where the same management company is serving multiple entities, fully describe your policy and/or formulas for allocation of management fees between entities. Particularly note any expense wind-down provisions in any of the funds. 





504.5	Describe your policies regarding the allocation of fees, such as transaction fees, investment banking fees, monitoring fees, directors' fees, etc., between the NMVC Company and any management or other entities.





504.6	What is the estimated amount of organizational expenses expected to be incurred, and the estimated maximum amount to be reimbursed to the principals by the NMVC Company.





504.7	Discuss any office sharing arrangements.  For each location, describe your office facilities, including whether urban, suburban, or rural; overall office size, and number of employees.  (You may wish to respond to this question by describing the current status and the situation at full staffing whenever reached.)





505.	Describe your policies regarding personal investments by principals and/or other employees in portfolio companies.  (Some examples: [a] they may not be permitted to co-invest, [b] they may only invest in deals in which they are the principals, at their option, or [c] they must co-invest in every deal in which they are the principals.)





506.	Provide details regarding any Associates that are likely to want to participate in NMVC Company investments. (Please specify the nature of the Association and the ownership structure of the Associated entity.  See §108.50)





507.	Penalties.  What are the penalty provisions, if any, to be imposed on investors for failures to make commitments when called?





508.	Issues for public NMVC Companies.  If, in question 109, you stated that you proposed to be a regulated public entity (normally a ’40 Act or ’80 Act company), fully discuss the questions in Exhibit U.











[End of Application]


� All word processing documents are in Word 97  format and you may submit your responses in either Word 6.0 or Word 97 format.


� E.G., Bank, foundation, pension fund, individual


� Insert “C” for Committed and “N” for Not Yet Committed


� The aggregate amount of matching resources must not be less than 30% of the Regulatory Capital to be raised.  See Table 105.1.


� Insert “C” for Committed and “N” for Not Yet Committed





� In-Kind contributions must not exceed 50% of total matching resources.


� NMVC Companies must make at least 80 percent of their investments in businesses located in Low-Income Geographic Areas.  (See §108.50.)  All of the following qualify as LI Areas:


Any population census tract with a poverty rate of at least 20 percent.  (For areas that are not tracted for population census tracts, substitute the equivalent county division, as defined by the Bureau of the Census of the Department of Commerce for purposes of defining poverty areas).  


For census tracts located within a metropolitan area, 50 percent or more of the households in that census tract have an income equal to less than 60 percent of the area median gross income.  


For tracts not located within a metropolitan area, the median household income does not exceed 80 percent of the statewide median household income.  


Any area located within a HUBZone.


Any area located within a rural or urban empowerment zone or enterprise community.


�  “Urban” is any area within a Metropolitan Area as that term is used by the Bureau of the Census of the U.S. Department of Commerce.  “Rural” means any area not within a Metropolitan Area.


� Total Mkt” refers to all of an Applicant’s investments.


� Target Mkt.” Refers only to the applicants Equity Capital Investments in Smaller Companies located in LI Geographies.





� Ways in which a NMVC Company might achieve this accountability to the residents of this Low-Income Geographic Area include:


having on its governing or advisory boards low-income individuals who reside in those Low-Income Geographic Areas;


having on its governing or advisory boards representatives of organizations that primarily serve those Low-Income Geographic Areas (e.g. staff or board members of a non-profit organization that principally serves low-income individuals from those geographic areas);


hosting or participating in focus groups or community meetings and/or conducting client surveys, to gather information concerning Low-Income Geographic Areas and then using such information in making investment decisions that affect those areas.
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