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February 28, 2020

Michael Walker

Commerce Corporation

315 Iron Horse Way

Suite 101

Providence, Rl 02908
rulescoordinator@commerceri.com

Rule Title: Rules and Regulations for the Rhode Island Small Business Development Fund
Rule Identifier: 870RICR30008
Rulemaking Action: Proposed Amendment Rhode Island Small Business Development Fund

Dear Mr, Walker,

Stonehenge Capital Company, LLC (“Stonehenge Capital”) submits comments regarding
proposed rule 870-RICR-30-00-8 (“draft rules”) as released on January 29, 2020, which provides
for draft regulations under the Rhode Island Small Business Development Fund Act (“SBDF Act”).

For over 20 years, Stonehenge Capital has invested in small businesses located primarily in
underserved communities, overlooked industries and neglected capital markets. We are mission
driven, investing with a purpose to transform our nation’s workforce and communities, Our
Stonehenge pillars connote true partnership, absolute trust and unflagging endurance —
characteristics that we strive to utilize with every working relationship and in every program in
which we participate.

The Small Business Development Fund Act, which was enacted by the Legislature in 2019, is
designed to provide access to private capital for small businesses located in Rhode Island in order
to spur job creation and retention and catalyze small business growth within the State versus
losing our small businesses to surrounding states. The SBDF Act is modeled off existing programs
in other states that have utilized similar provisions to ensure a positive return on investment in
the form of jobs and revenue when allowing the private sector to bear the risk and responsibility
of investing in a state-focused fund.

The Legislature included specific safeguards to ensure protection of the State’s contribution in
the SBDF Act through tax credits, which serve to leverage private capital that would otherwise
have no interest in investing in a state-only, small business-only dedicated fund. Those
safeguards are twofold: 1) clawbacks of tax credits for failure to comply with program
requirements, including but not limited to failure to invest all capital raised into small businesses:
failure to maintain capital invested in small businesses for at least six years; and use of capital for
purposes other than investment in small businesses; and 2) monetary penalties paid by the
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growth funds to the State in direct correlation to any shortfall in the job goals as set forth upon
application into the program.

Considering the deliberate and successful safeguards that are included in the SBDF Act, many
regulations created by Commerce are overly burdensome, duplicative and render the program
unworkable. Stonehenge Capital is interested in raising private capital to invest in Rhode Island’s
small businesses but can only do so through a program that utilizes the safeguards and
mechanisms included in the SBDF Act as enacted by the Legislature,

In this letter, Stonehenge Capital will focus on five (5) provisions within the draft rules that render
the program unworkable: 1) the bond requirement; 2) the GIPS standards; 3) the definition of
“debt investment”; 4) the bank CEOQ letter requirement; and 5) secondary, subjective authority
provided to the Board of Commerce.

1) The bond requirement renders the SBDF Act unworkable, overly burdensome and too
costly to participate.

In an unlawful expansion of the SBDF Act, Commerce added a burdensome requirement to the
SBDF Act in the form of a bond tied to the allocation of tax credits. As the Regulatory Analysis
that accompanied the draft rules states, a bond would likely cost between approximately 0.5%
and 2.5% per year of the tax credits certified by the Corporation, up to $12.9 million.

Each growth fund may be allocated up to $20 million of investment authority. That investment
authority is raised from two sources, generally comprised of “tax credit equity” and equity raised
by growth funds from traditional investors who do not receive tax credits, The tax credit equity
is designed to attract and leverage investment capital to a fund limited in geographic areas and
further limitations, including but not limited to size and scope of investment — otherwise, that
traditional capital is likely to be invested in areas with guaranteed and significant returns
commonly on the coasts.

Relying on the Regulatory Analysis, each growth fund authorized to raise $20 million in private
capital would be required to raise an additional $3,386,250 to cover the cost of the bond
(annualized cost $322,500 for 10.5 years). In adding this cost (which is over 25% of the tax credit
equityl), Commerce has undercut the value of the tax credit subsidy and SBDF Act by dramatically
increasing the cost of capital to the growth fund. If that cost is not passed on to small businesses,
then growth fund managers will not be incentivized to participate in a program with such a high
cost of capital and limited investment scope. In summary, the State has not achieved its goal of
attracting low cost growth capital to grow and maintain Rhode Island’s small businesses and the
jobs associated with those businesses. '

The Legislature included specific safeguards in the SBDF Act to mitigate the State’s risk of its
investment by providing for monetary penalties against the growth fund at the end of the

Page 2 of 8




STONEHENGE
TAL—

— CAPI

program if the job goals are not satisfied. If the growth fund does not attain its projected job
goals, a growth fund is required to pay a monetary penalty to the State in direct correlation to
the percentage by which it failed to meet its job goals. The growth funds make the State whole
for the growth funds’ failure to provide the State a return on investment through the payment
of monetary penalties based on failure to meet job goals. Accordingly, the bond requirements
are duplicative and unnecessary, in addition to the exorbitant cost that renders the program
unworkable,

Although Stonehenge Capital considers the bond duplicative and cost prohibitive, it
suggests the following alternative in a good faith effort to work with Commerce to
create a viable program for all parties.

Through rulemaking, Commerce proposed the bond requirement to ensure a positive economic
impact to the State. This positive economic impact requirement is in addition to Commerce’s
statutory right to recapture tax credits if a growth fund fails {(among other things) to invest its
investment authority and maintain that investment. Although Stonehenge Capital understands
Commerce’s concerns, Commerce’s proposal is unnecessary to achieve its goal.

The proposed regulations measure positive impact as of the date of filing a Request to Exit (which
can happen shortly after the 6™ credit anniversary) yet the bond is required (for a term of 10.5
years) as part of the initial application and eligibility for certification as a growth fund. Further,
the bond must be in a face amount equal to the tax credits sought in the application (we have
assumed that the bond can be immediately reduced to an amount equal to the tax credits
awarded in the allocation) yet the penalty is calculated based on the correlation - determined by
percentage - between a growth fund’s actual economic impact and projected economic impact.

By way of example, if actual economic impact is 75% of projected economic impact, then the
penalty that can be drawn on against the bond is equal to 25% of the face value of the bond (in
our $20MM fund example, the face amount of the bond required would be $12.9MM yet the
penalty for a 25% underperformance would only be $3,225,000 (which is actually less than the
assumed cost of the bond!)). Of course, there are circumstances where the penalty could be
greater, but if there were no economic benefit (which would be the only justification for a
$12.9MM bond), then the credits certainly would have been recaptured for failure to invest,

As a cost effective alternative that still ensures a positive economic benefit to the State (and still
in addition to both the jobs penalty and the State’s participation based on internal rate of return),
Stonehenge Capital proposes that a growth fund be required to obtain a bond, letter of credit or
deposit cash into an escrow account in order to file a Request to Exit. The bond, letter of credit
or cash shall be in an amount equal to the maximum penalty that could be owed for the growth
fund’s failure to meet its projected economic impact /ess the value of the growth fund on the
date that it files its Request to Exit. If a penalty is owed, the growth fund shall also grant to the
State a priority distribution on all distributions made by the growth fund until the penalty is
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satisfied (either through distributions or draws on the bond, letter of credit or cash account). In
this alternative, the State will have achieved the program’s goals (attracting low cost growth
capital to the State for small business growth) and be no worse off than under the bond
requirement, yet the onerous cost of the bond would be virtually eliminated.

2) GIPS Standards are duplicative, burdensome and inapplicable to the SBDF Act.

The draft rules require evidence of compliance with the 2020 Global Investment Performance
Standards as published by the CFA Institute “except to the extent such standards are in direct
conflict with the Applicant's or an Affiliate of the applicant's license as a rural business investment
company under 7 U.S.C. § 2009cc, or as a small business investment company under 15 U.S.C. §
681."” Further, Commerce provides that “satisfactory demonstration of a conflict is required and
alternative showing of adherence to high standards is required.”

GIPS standards are voluntary and were created by CFA institute, a not-for-profit entity in 1987. A
GIPS membership or certification is one of many available voluntary certifications that an
investment professional or firm can seek to promote itself in the investment industry.

The SBDF Act includes different, more stringent qualifications to ensure that all approved
applicants are experienced, regulated investment entities that will invest prudently and diligently
in Rhode Island’s small businesses: 1) current certification as an SBA SBIC or USDA RBIC; and 2)
experience investing $100mm in nonpublic companies. A certification as an SBA SBIC or USDA
RBIC can take 3-5 years to obtain due to the significant application requirements and process of
SBA or USDA. In light of the more stringent standards and requirements of an SBIC or RBIC Jicense
(not a voluntary process), a GIPS membership is unnecessary, duplicative and not demonstrative
of experience investing in small businesses with success.

Stonehenge Capital suggests that Commerce rely on other draft rules, such as producing 10 years
of audited financials, an SBIC or RBIC license and significant documentation regarding experience
investing $100 million in nonpublic companies as sufficient to demonstrate transparency and
success in investing in small businesses. The GIPS standards are unnecessary, duplicative and self-
fulfilling compared to the standards involved in securing and investing with an SBIC or RBIC
license as certified by SBA and USDA.

3) Definition of “debt investment” is unlawful, outside the scope of the statute and renders
the SBDF Act unworkable.

Commerce’s draft rules break down the definition of “capital investment” and provide an
unlawful, unsupported definition of “debt investment” that limits a debt investment by investors
into the growth funds to a minimum of ten years. The statute does not allow for the expansion
of the definition of capital investment and certainly not in the manner as defined by Commerce
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without supporting reasons as to why a debt investment into a growth fund needs to be more
than ten years in length.

The statute defines “capital investment” as “any equity or debt investment in a small business
development fund by a small business fund investor that: (i) Is acquired after the effective date
of this chapter at its original issuance solely in exchange for cash; (i) Has one hundred percent
(100%) of its cash purchase price used by the small business development fund to make qualified
investments in eligible businesses located in this state within three (3) years of the initial credit
allowance date; and (iii) Is designated by the small business development fund as a capital
investment under this chapter and is certified by the Corporation pursuant to § 42-64.33-4.” The
statute does not further define equity or debt investments.

For reasons unknown to Stonehenge Capital, Commerce included a specific definition of “debt
investment” as “a loan with a term of not less than ten years.”

The statute defines a capital investment without a need to further define a debt investment.
Further, additional timelines within the statute and regulations do not correlate with a 10-year
debt investment (clawbacks require that capital is maintained in small businesses for seven (7)
years while growth funds are allowed to exit the program after seven (7) years). Not only does
this requirement add to the growth funds cost of capital with no benefit to the State, it is illogical.
Why tie investments into a growth fund to a 10-year minimum if the growth fund is beholden to
compliance standards for seven (7) years?

4) A viable alternative to the bank CEQ letter is practical and less burdensome to small
businesses.

The draft rules require that any senior secured loan by a growth fund into a small business be
supported by a refusal letter or referral letter from the CEO of a bank, defined as follows:

32.  "Referral letter" means a letter signed under oath from the Chief Executive Officer
of Depository Institution or equivalent officer if such institution does not have a Chief
Executive Officer referring an Eligible Business to a Small Business Development Fund and
certifying that Depository Institution would not be able to make any loan to the Eligible
Business either alone or in combination with the Small Business Development Fund to
accomplish the funding needs requested by the Eligible Business for a revolving line of
credit or senior secured loan due solely to issues of creditworthiness.

33, "Refusal letter" means a letter signed under oath from the Chief Executive Officer
of a Depository Institution or equivalent officer if such institution does not have a Chief
Executive Officer denying an Eligible Business a loan based on standard commercial terms
in the market for an equivalent borrower and certifying that Depository Institution has
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denied such application for business reasons and not at the request of the Eligible
Business or any representative of a Small Business Development Fund.

The definitions and requirements inserted by Commerce in the draft rules go beyond the scope
of the statute, which references correspondence from a depository institution in the definition
of “qualified investment” into a small business as follows:

"Qualified investment" means any investment in an eligible business or any loan to an
eligible business with a stated maturity date of at least one year after the date of issuance,
excluding revolving lines of credit and senior secured debt unless the eligible business has
a credit refusal letter or similar correspondence from a depository institution or a referral
letter or similar correspondence from a depository institution referring the business to a
small business development fund”

The concept of a “refusal letter” or “referral letter” is reasonable; however, requiring said letters
from Chief Investment Officers of depository institutions is burdensome to small businesses and
often impossible to obtain by small businesses from large or small banking institutions.

Stonehenge Capital suggests an alternative that the “refusal letter” or “referral letter” come from
any employee or specifically, a loan officer, of a depository institution so long as said letter is on
the official letterhead of the depository institution. An additional alternative may involve an
affidavit from a depository institution — regardless the sighatory on the affidavit — stating the
refusal or referral as defined in the regulations.

5) Secondary, subjective authority by the Board of Commerce renders the SBDE Act
unworkable and subject to uncertainty, unpredictability and a political process of picking
“winners and losers”.

The draft rules provide authority to the Board of Commerce — above and beyond the original
authority provided to Commerce — to perform a secondary, subjective review of small business
development fund applications. Secondary, subjective review by the Board renders the program
unworkable, provides uncertainty in the process of approving fund applicants and allows for a
political process of choosing winners and losers.

Section 8.10 of the draft rules provides authority for the Board to approve fund applicants and
also provides ongoing, subjective and discretionary authority to the Board throughout the life of
the program:

The Board may condition approval of an Application in its discretion including, but not
limited to, requirements for the ongoing review and approval of proposed Qualified
Investments for compliance with this Part.
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The statute and draft rules allow for significant oversight and transparency by Commerce
sufficient to ensure that qualified applicants are approved to raise and invest capital; capital is
invested pursuant to the timeline and requirements provided in the statute, or tax credits are
recaptured; and revenue and jobs goals are satisfied, or growth funds pay monetary penalties
to the State to make it whole. An additional level of subjective review provided to the Board of
Commerce — above and beyond the authority provided to Commerce — is duplicative, allows for
uncertainty throughout the life of the program and authorizes a political process of choosing
winners and losers.

The Board of Commerce is an entity comprised of individuals appointed by the Governor.
Naturally, Board members will be aligned with the political views and philosophies of the
Governor, who appointed the Board members. The SBDF Act is a seven-to-ten-year program;
thus, the Board members, their priorities and political views could shift or change during the life
of the program. The uncertainty surrounding a politically-appointed Board that has utmost
authority to choose whether applicants will be certified — and remain certified — to raise and
invest capital is the type of uncertainty that deters private investors from investing in a state-
focused, small business-focused fund. Further, small businesses that receive investments
throughout the life of the program need certainty that those investments and the growth funds
with whom they work will be regulated by a stable entity that is not subject to the ever-
changing political tides.

Stonehenge Capital requests that Section 8.10 of the draft rules be omitted. Review and
approval by Commerce is sufficient to ensure compliance with the statute and regulations.

6) Redlined version of draft rules contains Stonehenge Capital’s suggested revisions to
allow for successful implementation of the SBDF Act, sufficient safeguards and catalytic
growth capital for Rhode Island’s small businesses.

Attached hereto as Attachment A is a redlined version of the draft rules that provide suggested
revisions in areas deemed problematic by Stonehenge Capital, as outlined above. Stonehenge
Capital incorporates said comments and revisions included in Attachment A as if addressed
herein.

There are numerous provisions contained in the draft rules that are outside the scope of the
SBDF Act as enacted by the Legislature. However, out of a spirit of cooperation and a desire to
raise and invest sighificant growth capital into Rhode Island’s small businesses, Stonehenge
Capital has focused its attention on only five (5) of the most problematic provisions that render
the program burdensome and unworkable for growth funds and the small businesses that
ultimately receive growth capital.
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Sincerely,

%W 7 /

Macken2|e S, Ledet
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Attachment A

870-RICR-30-00-8

TITLE 870 ~ RHODE ISLAND COMMERCE CORPORATION
CHAPTER 30 — TAX CREDITS AND EXEMPTIONS

SUBCHAPTER 00 — N/A

PART 8 — Rules and Regulations for the Rhode Island Small Business Development
Fund

8.1 Purpose

These rules and regulations are promulgated to set forth the principles, policies
and practices of the Rhode Island Commerce Corporation in implementing and
administering R.l. Gen. Laws Chapter 42-64.33, the Small Business
Development Fund Act.

8.2 Authority.

These Rules are promulgated by the Rhode Island Commerce Corporation
pursuant to R.l. Gen. Laws Chapters 42-64.33 and 42-64-7. These Rules have
been prepared in accordance with the requirements of the Rhode Island
Administrative Procedures Act, R.[. Gen. Laws Chapter 42-35.

8.3 Scope

These Rules shall apply to any Application for a tax credit under the Act.
Notwithstanding anything contained in these Rules to the contrary, the Rhode
Island Commerce Corporation shall have and may exercise all general powers
set forth in the Act that are necessary or convenient to effectuate its purposes,
and these Rules shall be liberally construed so as to permit the Rhode Island
Commerce Corporation to effectuate the purposes of the Act, the public interest,
and other applicable State laws and regulations. The Rhode Island Commerce
Corporation—upen-an-affirmative-vote-ofits-beard-of directers: may provide
exemption from the application of such portion of these Rules as may be
warranted by extenuating circumstances arising from such application, based
upon the written recommendation of the staff of the Rhode Island Commerce
Corporation delineating the reasons for such exemption.

8.4 Severability

If any provision of these Rules, or the application thereof to any person or
circumstance, is held invalid by a court of competent jurisdiction, the validity of
the remainder of the Rules shall not be affected thereby.




8.5 Definitions

A. The following words and terms, when used in these Rules, shall have the
following meanings, unless the context clearly indicates otherwise.

1. “Act’” means R.|. Gen. Laws Chapter 42-64.33 known as the Smalll
Business Development Fund Act.

2. “Affiliate” means as set forth in the Act.

3. "Applicant' means an entity that applies for Certification pursuant tothese
Rules.

4, "Application" means a document and additional materials in the form

prescribed by the Corporation submitted by an Applicant to the
Corporation as provided in the Rules.

5. "Board"means-the Board-of Directors-of-the Corporation;-eratthe
election-of suchdirectorsacommittee thereof.

6. “"Bond" means a-sdretyfinancial guarantee bond, letter of credit or cash
deposit into an escrow account held with a Depository Institution for the
benefit of the Commonwealth inan amount equal to the Bond Amountthe
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Z8. “Business plan” means as set forth in § 8.6(A)(8) of this Part.

89. "Capital investment" means any Equity Investment or Debt Investment ina
Small Business Development Fund by a Small Business Fund Investor

that:

a. is acquired after the effective date of this chapter at its original
issuance solely in exchange for cash;

b. has one hundred percent (100%) of its cash Purchase Price used

by the Small Business Development Fund to make Qualified
Investments in Eligible Businesses located in this State within three
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(3) years of the initial Credit Allowance Date; and

is designated by the Small Business Development Fund as a
capital investment under the Act and is certified by the Corporation
pursuant to this Part. This term shall include any capitalinvestment
that does not meet the provisions of this Part if the investment was
a capital investment in the hands of a prior holder.




910, "Certificate of good standing" means a certificate of good standingissued
by the Rhode I[sland Secretary of State.

40.11. “Certification” means the document issued to an Applicant by the
Corporation after Beard-approval of a complete Application.

4412, "Corporation" means the Rhode Island Commerce Corporation
established under the Corporation Act.

4213, "Corporation act" means Rl Gen Laws § 42-64-1 ef. seq.

43.14. “Credit allowance date” means the date on which a Capital [nvestmentis
made and each of the five (5) anniversary dates of the date thereafter.

44.15, "Debt investment" means a loan-with-a-term-ef-notless-than-tenyears.

45.16. "Depository institution” means a financial institution that

a.

b.

is in the business of regularly accepting deposits from the public,

is a national bank or federal savings association regulated by the
United Stated Department of Treasury, Office of Comptroller of the
Currency, credit union regulated by the National Credit Union
Administration, or other bank or financial institution regulated or
insured by the Federal Deposit Insurance Corporation, Federal
Reserve Board, or Conference of State Bank Supervisors, and

is registered with the Rhode Island Secretary of State, the
Department of Business Regulation or is otherwise licensed to
conduct business in the State and has a physical branch locationin
the State that accepts deposits from its customers.

48.17. “Eligible business” means a business that, at the time of the initial
Qualified Investment in the company:

a.

b.

has less than two hundred fifty (250) Employees;

has not more than fifteen million dollars ($15,000,000) in net
income from the preceding tax year;

has its Principal Business Operations in this State;

maintains its Principal Business Operations in the State duringthe
term of a Qualified Investment to such business; and

is engaged in industries related to clean energy, biomedical
innovation, life sciences, information technology, software, cyber
physical systems, cybersecurity, data analytics, defense,




418,

shipbuilding, maritime, composites, advanced business services,
design, food, manufacturing, transportation, distribution, logistics,
arts, education, hospitality, tourism, or, if not engaged in the
industries, the Corporation makes a determination that the
investment will be beneficial to the economic growth of the State.

"Eligible distribution" means as set forth in the Act.

48:19. "Employee" means an individual employed for remuneration.

49.20, "Equity investment' means an investment of funds in exchange foran

2021

2422,

ownership stake in a business.

"Jobs created" means a newly created position of employment that was
not previously located in the State at the time of the Qualified Investment
in the Eligible Business and requiring a minimum of thirty five (35) hours
worked each week, measured each year by subtracting the number of full-
time thirty five (35) hours per week employment positions at the time of
the initial Qualified Investment in the Eligible Business from the monthly
average of full-time thirty five (35) hours per week employment positions
for the applicable year. The number shall not be less than zero.

"Jobs retained" means a position requiring a minimum of thirty five (35)
hours worked each week that existed prior to the initial Qualified
Investment. Retained jobs shall be counted each year based on the
monthly average of full-time thirty five (35) hours per week employment
positions for the applicable year. The number shall not exceed the initial
amount of retained jobs reported and shall be reduced each year if
employment at the Eligible Business concern drops below that number.

2223, "Letter of good standing” means a letter from the Division of Taxation

certifying that the taxpayer is in good standing for purposes of financing
transactions.

23.24. "Minority business enterprise" means as set forth in the Act.

2425,

26.

"Nationally-Recognized Economic Forecasting Firm" means one ormore
nationally recognized firms as certified by the Corporation in its sole
discretion. Certification will be accordance with criteria set forth in the
Application. An Applicant may seek to have a firm certified prior to
submitting an Application.

"Nonpublic companies" means a corporation, limited liability company,
partnership, or limited partnership that does not offer or trade its stocks or
membership interests to the public on any stock market exchange, which
entity is organized under the laws of United States America or a political
subdivision thereof

<
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27.28. "Principal business operations" means the location where at least sixty
percent (60%) of a business's Employees work or where Employees who
are paid at least sixty percent (60%) percent of the business's payroll
work. A business that has agreed to relocate Employees using the
proceeds of a Qualified Investment to establish its principal business
operations in a new location shall be deemed to have its principal
business operations in the new location if it satisfies these requirements
no later than one hundred eighty (180) days after receiving a Qualified
Investment.

2829, "Program" means the Small Business Development Fund program created
under the Act.

28.30. "Purchase price" means the amount paid to the Small Business
Development Fund that issues a Capital Investment which shall not
exceed the amount of Capital Investment authority certified pursuantto
this Part.

30.31. "Qualified investment' means any Equity Investment in or Qualified Loan
to an Eligible Business; provided that, with respect to any one Eligible
Business, the maximum amount of Equity Investments and/or Qualified
Loans made in the business by one or more Small Business Development
Funds, on a collective basis with all of the businesses' affiliates, with the
proceeds of Capital Investments shall be twenty percent (20%) of the
Small Business Development Fund's Capital Investment authority,
exclusive of investments made with repaid or redeemed investments or
interest or profits realized thereon. An Eligible Business, on a collective
basis with all of the businesses' affiliates, is prohibited from receiving more
than four million dollars ($4,000,000) in Equity Investments and/or
Qualified Loans from one or more Small Business Development Funds
with the proceeds of Capital Investments.

3432, "Qualified loan" means a loan with a maturity of not less than one year
from the date of the loan, excluding revolving lines of credit and debt
secured by a first mortgage on any real estate or ground lease; provided,




however, revolving lines of credit and debt secured by a first mortgage on
real estate or ground lease with a term of more than one year made to an
Eligible Business are permitted if such Eligible Business has received a
Refusal Letter or a Referral Letter from a Depository Institution.

32.33. "Referral letter" means a letter signed under oath from a loan the-Ghief
© Exesutive-Oofficer of Depository Institution or equivalent officer #-sush-
institution-does-net-have-a-Ghief Executive-Officer-referring an Eligible
Business to a Small Business Development Fund and certifying that
Depository Institution would not be able to make any loan to the Eligible
Business either alone or in combination with the Small Business
Development Fund to accomplish the funding needs requested by the
Eligible Business for a revolving line of credit or senior secured loan due
solely to issues of creditworthiness.

33.34. "Refusal letter" means a letter signed under oath from a loanthe-Chief
Executive-Oofficer of a Depository Institution or equivalent officer if-sueh-
ms%tuhen@ee&net—have—a—@h;ef—éeeeuﬁ%—@#ﬁeer—denymg an Eligible
Business a loan based on standard commercial terms in the market for
an equivalent borrower and certifying that Depository Institution has
denied such application for business reasons and not at the request of
the Eligible Business or any representative of a Small Business
Development Fund.

34.35. "Request for determination" means a request by a Small Business
Development Fund to the Corporation for determination that a businessin
which an investment is being made is an Eligible Business.

35.36. "Request to exit" means the request to exit from the Program made by a
Small Business Development Fund.

38.37. "Revenue impact assessment" means a prospective assessment of an
Applicant's Qualified Investments on the State's economy and on State
and local tax revenues completed by a Nationally-Recognized Economic
Forecasting Firm, which shall include the following:

a. An analysis of the direct and indirect impacts of the proposed
Qualified Investments on employment, earnings, value added and
output in Rhode Island, using a nationally recognized and
commonly used economic modeling system, excluding therefrom
any measurement of induced impacts.

b. The analysis shall be based on the Applicant's anticipated mix of
Qualified Investments in the State by industry, type of financing
(equity investments or loans) and purpose (property acquisition,
construction, equipment financing, working capital etc.), as
presented in the Business Plan. The analysis will not be basedon



prior revenue impact assessments or similar prospective analyses
prepared for a similar program.

C. Economic and tax revenue impacts shall be based on new Jobs
Created and Jobs Retained as a result of the anticipated Qualified
Investments; provided, however, that Jobs Retained will only be
considered by the Corporation for the purpose of this analysis on
the basis of evidence satisfactory to the Corporation that in the
absence of such investment a proposed recipient of Small Business
Development Fund financing:

(1) Would no longer be doing business in the State; or

(2)  Would have reduced its employment in the State by atleast
the number of claimed Jobs Retained.

d. An analysis submitted in relation to a Qualified Investment made for
the principal purpose of financing construction shall only relate to
the period of construction and no longer unless the Applicant can
demonstrate by evidence satisfactory to the Corporation that such
construction was needed to support expansion or retention of the
recipient’s ongoing operations in the State and that in the absence
of such investment a proposed recipient of Small Business
Development Fund financing:

(1) Would no longer be doing business in the State; or

(2)  Would have reduced its employment in the State by atleast
the number of claimed Jobs Retained.

e Financing for acquisition of real property will not be considered a
Qualified Investment under such analysis unless it can be
demonstrated by evidence satisfactory to the Corporation that such
acquisition is needed to support the creation or retention of jobs in
the State and that in the absence of such investment a proposed
recipient of Small Business Development Fund financing:

(1) Would no longer be doing business in the State; or

(2)  Would have reduced its employment in the State by at least
the number of claimed Jobs Retained.

f. The analysis must include evidence that the projected outcomes
set forth therein are credible.

3738, "Rules" means the rules and regulations promulgated by the Corporation
pursuant to the Act as amended from time to time.



38.39. "Small business development fund" means an entity certified by the
Corporation under this Part.

3940, "Small business fund investor" means an entity that makes a Capital
Investment in a Small Business Development Fund.

4041, "State" means the state of Rhode Island and Providence Plantations.
4142, "State tax liability" means as set forth in the Act.
Eligibility

In order for a Small Business Development Fund to have an Equity Investment or
Debt Investment certified as a Capital Investment and eligible for credits pursuant

to the Act, the Applicant shall meet the following requirements:

1. The Applicant has submitted a complete Applicationte-the-Corporation-as

2. The Applicant is registered to do business in the State at the time offiling

an Application with the Corporation;

3. The Applicant has all required licensure to conduct business in the State

at the time of the filing of its Application with the Corporation;

4, The Applicant and any investor seeking an allocation of tax credits shallbe
in good standing with the Division of Taxation at the time of the filing of its

Application with the Corporation;

5. The Applicant or an Affiliate shall be ficensed as a Rural Business
Investment Company, under Subtitle H of the Consolidated Farm and
Rural Development Act, as amended, 7 U.S.C. § 2009cc, or as a Small

Business Investment Company, under the Small Business Investment Act

of 1958, as amended, 15 U.S.C. § 681;

6. The Applicant or Affiliates of the Applicant have invested at least one
hundred million dollars ($100,000,000) in Nonpublic Companies;

7. The Applicant's Qualified Investments will result in the creation of Jobs
Created or Jobs Retained,;

8. The Applicant has submitted a Business Plan on a form promulgated by
the Corporation, which shall contain the following:

a. Overview of investment strategy and target deal profile;

b. Management structure and staffing of the Applicant;




Biographies of the Applicant's principals, managers and/or officers;

Plans for collaboration with colleges, universities or other
institutions of higher learning, if any;

Plans for collaboration with other community-based partners, ifany,
including any outreach to such partners;

A certificate from the Applicantthat

M
@

@

all fundraising has been completed by the Applicant,

it has irrevecable-commitments andlorinvestments-in place
equal to its proposed total of all Capital Investments, and

the total amount of the Capital Investments;

A certificate from each Small Business Fund Investor confirmingthe
irrevocable-commitment er-investmentin o the Applicant;

A detailed description of each Small Business Fund Investor inthe
Applicant including the following:

M

@

The name, address and principal contact for each Small
Business Fund Investor in the Applicant and type ofinvestor
(individuals, partnerships, corporations, institutions, trusts,
limited liability companies etc.); and

The amount of the investment made-er-committed by each
Small Business Fund Investor-in-the-Applicantandwhether

the-investmentis-an-Equity- Investment-or DebHhrvestment,

A credible narrative to include the following for Qualified

Investments:

(1)  The expected date after Certification that the Applicantwill
start accepting applications for investments in Eligible
Businesses;

(2)  Anticipated fees, charges, rates and/or assessments to be
charged by the Applicant for investments in Eligible
Businesses;

(3)  The deployment strategy including industries and/or sectors

the Applicant expects to target the estimated percentage of
distribution of the totai investments of the Applicant across
the identified industries and/or sectors in Eligible Businesses
and the size, stage, industry, and other portfolio company




characteristics relevant to the Applicant's investment
strategy;

4 The strategy for identifying and meeting unmet access to
capital needs in the State.

(6) A delineation for Equity Investment subtypes such as seed,
early-stage venture capital, late-stage venture capital,
private equity; and a delineation of Qualified Loan subtypes
such as construction financing, mortgage financing,
equipment financing, working capital and the expected
collateral associated with such loans;

(6)  The expected number of Jobs Created as a result of the
Applicant's investments by year and in the aggregate from
Certification to the anticipated exit from the Program,

(7)  The expected number of Jobs Retained as a resuit of the
Applicant's investments by year and in the aggregate from
Certification to the anticipated exit from the Program; and

(8) A breakdown of the categories of Jobs Created and/or Jobs
Retained by occupational category and listing the expected
average annual wages/salaries for each Job Created and/or
Job Retained with respect investments

{8)(9) The projected State tax revenue to be generated as a result
of an Applicant's Qualified Investments.

k. A complete Revenue Impact Assessment;

kK.

el

A detailed plan for marketing and outreach to Minority Business
Enterprises;

A credible, verifiable mechanism satisfactory to the Corporation to
be used and implemented by the Applicant for each of its Qualified
Investments to assess whether such Qualified Investment will result
in Jobs Created or Jobs Retained that would not otherwise occur
but for such investment by the Applicant;

a:m. A credible, verifiable mechanism satisfactory to the Corporation to

be used and implemented by the Applicant for each of its Qualified
Investments to assess whether each Qualified Investment
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generates a return in excess of a corresponding tax credit awarded
under the Act and these Rules;

e:n. A letter of support from a governmental unit or political subdivision

that administered a similar tax credit program in which the Applicant
or an Affiliate participated;

p-0. __Alist of all pending litigation in which the Applicant or Affiliate is a
party including the names of all parties, the date of commencement
of the case and the state and court in which the case is pending;

gp. _ Alist of all litigation in which a judgment entered against the
Applicant or anAffiliate including the names of all parties, the date
of the judgment and the state and court in which the judgment
entered together with a copy of any such judgment;

£q. __ Alist of all pending litigation in which a principal, manager, officer
and/or employee of the Applicant is a party that in any way relates
to claims involving investments, financing, fraud, misrepresentation,
embezzlement, tax evasion, breach of fiduciary duty or claim
arising from dishonesty; including the names of all parties, the date
of commencement of the case and the state and court in which the
case is pending; and

s Alist of all litigation in which a judgment entered against aprincipal,
manager, officer and/or employee of the Applicant in relation to any
claims involving investments, financing, fraud, misrepresentation,
embezzlement, tax evasion, breach of fiduciary duty or claim
arising from dishonesty; including the names of all parties, the date
of judgment and the state and court in which the judgment entered

together with a copy of any such judgment.

9. As of the Application Date, the Applicant has established one or more
accounts with a Rhode Island branch of a Depository Institution in which
the Equity Investment and/or Debt [nvestment received by the Applicant
will be deposited if the Application is approved; and

40— The-Applicant-has-filed-a-Bond-or-other sush-suretyor-bond-as-may-be-

Le{ee#m%ea;d-mgeﬁenwme—@efpgm%n%eé—by—&

44:10._All fees due under this Part have been paid.




8.7 Application

A Each Application made by an Applicant shall be in the format prescribed by the
Corporation and shall include, among other things, the following:

1. The name, address and principal contact for the Applicant;
2. State and Federal tax identification numbers;

3. A Certificate of Good Standing for the Applicant dated within thirty days of
the date of submission of the Application to the Corporation;

4. A Letter of Good Standing for the Applicant and each Small Business
Fund Investor seeking an allocation of tax credits dated within thirty days
of the date of submission of the Application to the Corporation;

5, A copy of the Applicant's or an Affiliate's license as a Rural Business
Investment Company, 7 U.S.C. § 2009cc, or as a Small Business
Investment Company, 15 U.S.C. § 681,

6. A certificate executed under oath before a notary public by an executive
officer of the Applicant within three days of the submission of the
Application attesting that the rural business investment company license
or small business investment company license submitted with the
Application remains in effect and has not been revoked:;

Part:

8. Evidence that the Applicant or Affiliates of the Applicant have invested at
least one hundred million dollars ($100,000,000) in Nonpublic Companies,
which shall include the following:

a. The name, address and federal tax identification number of each
Affiliate included in the entities that provided the investments
totaling $100,000,000;

b. The name, address and telephone number of each manager ofa
listed Affiliate;
C. A list of each investment made by each listed Affiliate over the past

fifteen years including, the date, the amount, the form of investment
(loan/equity) and to whom the investment was made with an
identification of the business name, its principal officers, partners or
managers, address and telephone number;,




d. The number of Jobs Created, Jobs Retained and the economic
impact for each investment listed in § 8.7(A)(8)(c) of this Part; and

e. The audited financial statements for the Applicant and foreach
Affiliate for the past ten years.

8. A complete Business Plan;

10.  Crimina! background checks for all executives and managers of the
Applicant;

11.  Alist of not less than ten dates for which responsible personnel shall be
available for an interview with Corporation staff. All dates mustbe no less
than thirty (30) and no more than sixty (60) days from the date of the
submission of the Application;

12.  Evidence-ofcompliance-with-the-2020-GlobaHnvestment-Performance-

13. Payment of all fees and costs required under § 8.8 of this Part; and

14.  Such other information as the Corporation deems appropriate or
necessary in connection with the Application.

8.8 Fees

A An Applicant shall be charged a one-time, non-refundable Application fee by the
Corporation of five thousand dollars ($5,000) and may be charged fees for
ongoing administration in relation to an approved Application and a termination
fee upon exit from the Program. The Corporation shall publish a fee schedule,
as amended by the Corporation from time to time, on its website.

B. An Applicant will be required to make advance payment to the Corporation ofthe
full amount of direct fees and costs paid to third-parties by the Corporation in
relation to the consideration for approval of the Applicant's Application.

C——An Applicant shall make payment of all fees and costs within thirty (30) days ofa
request from the Corporation. If an Applicant fails to make timely payment after
request by the Corporation, the Corporation may send a notice of default to the
Applicant and provide the Applicant an additional thirty (30} days for payment of
such fees and costs. If an Applicant fails to timely make payment of such fees
and costs after a notice of default under this section, the Corporation shall be
entitled to withhold approval of the Applicant’s Applicationpaymentfrom-the-
Bond-or-otherapproved-surety-forsuch-ameounts




B.C.  An Application shall be deemed incomplete if any fee or cost for which the

8.9 Review Process.

A
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| B. After submission of an Application and review by the Corporation which is not
rejected, the staff-ef-the-Corporation shall certify the referthe-Application_in
Accordance with § 8.11-ferreview-and-consideration-by-the Board.

8.10 Reserved. Board-Consideration-efApplication

A——Uponreferral-from-staff of the-Corperation-the-Board-will-determine-whetherthe
Application-is-complete-and-willconsiderameng-otherthings—the-follewing-in-
raking-such-determination:

aneLdemaHheAeaheaﬂpsha#eWb&eHbte%e—wbwt—a—new

Applicationwith-a-new-submission-date,
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pa . i | . » .
Corporation-shall deny-the-Applicationifs
41— The Applicantdoes-notsatisfy-the-Eligibility-Criteria-set-forth-in-§-8-8of

8.11
A

8.10 of-this-Part-seekthe-inputof a-committee-of- the Board-
Certification

After Beard-approval of an Application in accordance with § 8.4009 of this Part,
the Corporation shall issue a Certification to the Applicant certifying that the
proposed Equity [nvestment or Debt Investment qualifies as a Capital Investment
under the Act, subject to the following limitation:

1. The Corporation shall certify no more than sixty-five million dollars
($65,000,000) in Capital Investment under the Act and no morethan
twenty million dollars ($20,000,000) of Capital Investment may be
allocated to any individual Small Business Development Fund.

The Corporation shall certify Capital Investments in the order thatthe
Applications are received by the Corporation.

Applications received on the same day shall be deemed to have been received
simultaneously.

For Applications that are complete and received on the same day, the
Corporation shall certify the Applications in proportionate percentages based
upon the ratio of the amount of Capital Investments requested in anApplication
to the total amount of Capital Investments requested in ail Applications.




8.12 Capital Investment

A

Within sixty (60) days of the Applicant receiving the Certification from the
Corporation, the Capital Investment shall issue and the Small Business
Development Fund shall receive cash in the amount of the certified amount from
a Small Business Fund Investor and deposit the same in an account at a
Depository Institution.

At least forty-five percent (45%) of the Small Business Fund Investor's Capital
Investment shall be composed of capital raised by the Small Business Fund
Investor from sources, including directors, members, employees, officer, and
Affiliates of the Small Business Fund Investor, other than the amount of the
capital invested by the allocatee claiming the tax credits in exchange for the
allocation of tax credits; provided that at least ten percent (10%}) of the Capital
Investment shall be derived from the Smali Business Investment Fund's
managers.

The Applicant shall provide the Corporation with written evidence satisfactory to
the Corporation of the receipt of the cash investment within sixty-five (65) days of
the Applicant receiving notice of Certification.

If the Applicant does not receive the cash investment and issue the Capital
Investment within sixty (60) days of the Applicant receiving the Certification from
the Corporation, the Certification shall lapse, and theApplicant shall not issue the
Capital Investment without reapplying to the Corporation for Certification.

Lapsed Certifications revert to the Corporation and shall be reissued pro ratato
Applicants whose Capital Investment aliocations were reduced pursuant to the
Act and then in accordance with the Application process.

8.13 Request for Determination.

A

A Small Business Development Fund, before making a Qualified Investment,
may request from the Corporation a written opinion as to whether the businessin
which it is proposed to invest is an Eligible Business.

The Corporation may promulgate an application form in relation to a Requestfor
Determination.

The Corporation, not later than the fifteenth business day after the date of receipt
of a complete Request for Determination, shall notify the Small Business
Development Fund of its determination. The date of receipt of a Request for
Determination can only be a business day that the Corporation is open for
business.

If the Corporation fails to notify the Small Business Development Fund by the
fifteenth business day after receipt of a Request for Determination of eitherits




rejection of the Request for Determination as being incomplete or its
determination of eligibility by mailing a notice to the registered agent on file for
such entity with the Secretary of State or to such other address as the
Corporation may have in its records for such entity or via email to the email
address provided by the Applicant in connection with its Application, the business
in which the Small Business Development Fund proposes to invest shall be
considered an Eligible Business.

8.14 Reserved. duction-of Credit-Allocation

8.15 Recapture

A The Corporation, working in coordination with the Division of Taxation, may
recapture, from any entity that claims a credit on a tax return, the credit aliowed
under the Act or these Rules if:

1. The Small Business Development Fund does not invest one hundred
(100%) percent of its Capital Investment authority in Qualified Investments
in this State within three (3) years of the first credit allowance date;

2. The Small Business Development Fund, after satisfying the requirements
of § 8.12(A) of this Part, fails to maintain Qualified Investments equal to
one hundred (100%) percent of its Capital Investment authority until the




sixth anniversary of the initial credit allowance date. For the purposes of
this subsection of this Part, a Qualified Investment is considered
maintained even if the Qualified Investment was sold or repaid so long as
the Small Business Development Fund reinvests an amount equal to the
capital returned or recovered by the Small Business Development Fund
from the original investment, exclusive of any profits realized, in other
Qualified Investments in this State within twelve (12) months of the receipt
of the capital. Amounts received periodically by a Smali Business
Development Fund shall be treated as continually invested in Qualified
Investments if the amounts are reinvested in one or more Qualified
Investments by the end of the following calendar year. A Small Business
Development Fund shall not be required to reinvest capital returned from
Qualified Investments after the fifth anniversary of the initial Credit
Allowance Date, and the Qualified Investments shall be considered held
continuously by the Small Business Development Fund through the sixth
anniversary of the initial Credit Allowance Date;

3. The Small Business Development Fund, before exiting the Program in
accordance with the Act and these Rules, makes a distribution or payment
that results in the Small Business Development Fund having less thanone
hundred percent (100%) of its Capital Investment authority invested in
Qualified Investments in this State or available for investment in Qualified
Investments and held in cash and other marketable securities;

4. The Small Business Development Fund, before exiting the Program in
accordance with the Act and these Rules, fails to make Qualified
Investments in Minority Business Enterprises that when added together
equal at least ten percent (10%) of the Small Business Development
Fund's Capital Investment authority; or

5. The Small Business Development Fund violates § 8.12(D) of this Part.

Recaptured credits and the related Capital Investment authority revert to the
Corporation and shall be reissued pro rata to Applicants whose Capital
Investment allocations were reduced pursuant to the Act and these Rulesand
then in accordance with the Application process.

Enforcement of each of the recapture provisions of the Act and these Rules shall
be subject to a six (6) month cure period. No recapture shall occur until the
Small Business Development Fund has been given notice of nhoncompliance and
afforded six (6) months from the date of the notice to cure the noncompliance.

No Eligible Business that receives a Qualified Investment under the Act orthese
Rules, or any affiliates of the Eligible Business, may directly orindirectly:

1. Own or have the right to acquire an ownership interest in a Small
Business Development Fund or member or affiliate of a SmallBusiness



Development Fund, including, but not limited to, a holder of a Capital
Investment issued by the Small Business Development Fund, or

2. Loan to or invest in a Small Business Development Fund or member or
affiliate of a Small Business Development Fund, including, but notlimited
to, a holder of a Capital Investment issued by a Small Business
Development Fund, where the proceeds of the [oan or investment are
directly or indirectly used to fund or refinance the purchase of a Capital
Investment under the Act or these Rules.

8.16 Program Exit

A

On or after the sixth anniversary of the initial Credit Allowance Date, a Small
Business Development Fund may seek to exit the Program by first filing all
reporting required under this Part and filing a Bond with the Corporation (but
only if the Bond Amount is an amount greater than zero) and after the passage
of ninety (90) days from filing such complete reporting, filing a Request to Exit
as provided in this Section (§ 8.16 of this Part).

The Corporation shall, from time to time, promulgate forms and reports that shall
be a requirement for consideration of the exit of an approved Applicant from the
Program.

TFhe-Corporation-shall-not-accept-a-Requestto-Exit unless-the-Board-has
approved-such-filing-pursuantio-this-Section(§-8-16-of this Part)-

DevelopmentFund-may-make-seelcto-exit the Program—The Corporation will
notify the Small Business Development Fund within seventy-fiveene-hundred-
twenty (42075) days after receipt of the reporting provided under this § 8.16 of
this Partwhether it is complete and in conformance with the Corporation's
requirements and this Part. If the Beard-determines-the-reporting is deficient in
any manner, the Corporation shall notify the Small Business Development Fund
who shall be provided an opportunity to resubmit such reporting. A
resubmission of the required reporting shall be treated in the same manner as
an original filing including the timelines set forth under this § 8.16 of this Part._If
the reporting is compiete, the Corporation shall notify the Small Business
Development Fund that said fund is eligible to file a Request to Exit.

Upon the timely filing of a Request to Exit in conformance with this § 8.16 ofthis
Part, the Corporation shall have thirty (30) days from the receipt of the Request
to Exit to respond. The Corporation may deny any incomplete Request to Exit
and/or require the submission of additional information in connection with any




such request. In evaluating the Request to Exit, the fact that no credits have
been recaptured and that the Small Business Development Fund has not
received a notice of recapture that has not been cured pursuant to § 8.15(C) of
this Part shall be sufficient evidence to prove that the Small Business
Development Fund is eligible for exit. The Corporation or the Division of Taxation
shall not be precluded from sending a notice of recapture up to and including
thirty (30) days after the filing of an eligible Request to Exit, and upon the
sending of such notice the Request to Exit shall automatically be denied.

The Corporation shall not unreasonably deny a Request to Exit submitted under
§ 8.16 of this Part. If the Request to Exit is denied, the Corporation shall provide
notice, which notice shall include the reasons for the determination and such
notice of denial may be included in a notice of recapture.

The Corporation shall not revoke a tax credit certificate after the Small Business
Development Fund’s exit from the Program_but—may—ebtamqsaymem—#em—the

Repayment

If the number of Jobs Created or Jobs Retained by the Eligible Businesses that
received Qualified Investments from the Small Business Development Fund,
calculated pursuant to complete and accurate reports filed by the Small Business
Development Fund and approved by the Corporation is:

1. Less than sixty percent (60%) of the amount projected in the approved
Small Business Development Fund's Business Pian filed as part of its
application for Certification under the Act and these Rules, then the State
shall receive thirty percent (30%) of any distribution or payment to an
equity or debt holder in an approved Smal! Business Development Fund
made after its exit from the Program in excess of eligible distributions; or

2, Greater than sixty percent (60%) but less than one hundred percent
(100%) of the amount projected in the approved Small Business
Development Fund's Business Plan filed as part of its application for
Certification under the Act and these Rules, then the State shall receive
fifteen percent (15%) of any distribution or payment to an equity or debt
holder in an approved Small Business Development Fund made afterits
exit from the Program in excess of Eligible Distributions.

The Small Business Development Fund determined to be in breach under §
8.17(A) of this Part due to a failure to meet the Job Creation or Job Retention




i

requirements as set forth in an approved Business Plan, the Small Business
Development Fund shall make payment within ten (10) days of any distribution
or payment to an equity or debt holder in an approved Small Business
Development Fund of the amounts demanded by the Corporation arising from
such breach.-{the-Small-Busi i

usiness-DevelopmentFundfails-te-make-sueh-
payment-the-Corporationshall-be-entitled-to-payment-from-the-Bond-orother
approved-surety-plus-all-feescosts-and-expenses-asseo

At the time a Small Business Development Fund files a Request to Exit, the
Small Business Development Fund shall calculate the aggregate internal rate of
return of its Qualified investments. If the Small Business Development Fund's
aggregate internal rate of return on its Qualified Investments at exit exceeds ten
percent (10%), then, after Eligible Distributions, the State shall receive ten
percent (10%) of any distribution or payment in excess of the aggregate ten
percent (10%) internal rate of return to an equity or debt holder in an approved
Small Business Development Fund.

* //[ Formatted: Font: 12 pt
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-If the Bond amount is equal to or less than zero, but the projected State tax
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revenue to be generated as a result of an Applicant's Qualified Investments, as
reflected in the Small Business Development Fund's Application, /ess the
Small Business Development Fund's positive economic impact, as defined §
[8.5(27)(a) the Corporation is greater than zero, then the Small Business
Development Fund shall make payment to the Corporation in an amount equal
to the projected State tax revenue to be generated as a result of an Applicant's
Qualified Investments, as reflected in the Small Business Development Fund's
Application, /ess the Small Business Development Fund'’s positive economic
impact, as defined § 8.5(27)(a) prior to any distribution or payment to an equity
or debt holder in an approved Small Business Development Fund.

Reporting.

The Small Business Development Fund shall report to the Corporation for each
Equity Investment made the following within thirty (30) business days aftersuch
investment is made:

1. The date of the investment;

2 The amount of the investment;

3 The terms and/or nature of the investment;
4, The purpose of the investment;
5

The name, business address in this State and federal tax identification
number for the Eligible Business;

6. The number of employees at the Eligible Business together with a copy of
the payroll records of the Eligible Business;

7. A listing of each employee including name, title/position, residence
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address and the location at which such employee works;

The amount of all other investments or loans made by any person or entity
within a year preceding the investment made by the Small Business
Development Fund;

Any expected or anticipated investments, grants and/or funding sources to
be received by the Eligible Business within two hundred seventy days of
the investment by the Small Business Development Fund inclusive of the




amount, source of funding, the identity of the investor and contact
information for the investor;

10. A detailed description of the mechanism adopted in conformance with §
8.6(A)(8)(m) and (n) of this Part and its implementation by the Applicantin
conformance with its Business Plan; and

11.  Other information as required by the Corporation.

The Small Business Development Fund shall report to the Corporation for each
Qualified Loan made the following within thirty (30) days after such investmentis
made:

1. The date of the investment;

2 The amount of the investment;

3 The terms and/or nature of the investment;
4, The purpose of the investment;
5

The name, business address in this State and federal tax identification
number for the Eligible Business;

6. The number of employees at the Eligible Business together with a copy of
the payroll records of the Eligible Business;

7. A listing of each employee including name, title/position, residence
address and the location at which such employee works;

8. The amount of all other investments or loans made by any person or entity
within a year preceding the investment made by the Small Business
Development Fund;

9. Any expected or anticipated investments, grants and/or funding sources to
be received by the Eligible Business within two hundred seventy days of
the investment by the Small Business Development Fund inclusive of the
amount, source of funding, the identity of the investor and contact
information for the investor;

10. A detailed description of the mechanism adopted in conformance with §
8.6(A)(8)(n) of this Part and its implementation by the Applicant in
conformance with its Business Plan verifying that such Qualified Loan will
result in job creation or job retention that would not otherwise occur but for
such investment by the Applicant; and

11, Other information as required by the Corporation.




8.19

8.20

The Small Business Development Fund shall report to the Corporation duringthe
term of each Equity Investment or Qualified Loan on a quarterly basis:

1. The number of Employees at the Eligible Business together with a copy of
the payroll records of the Eligible Business for the first pay period of each
month;

2. A listing of each Employee including name, title/position, residence
address and the location at which such Employee works as of the first pay
period of each month; and

3. Other information as required by the Corporation.
Administration and Examination of Records

The Corporation may examine any books, paper, records or memoranda bearing
upon the approval of an Applicant or the administration of the Program, and may
require the attendance of any person executing any Application, report or other
statement, or of any officer or employee of any taxpayer receiving funds from a
Small Business Development Fund, or the attendance of any other person, and
may examine such person under oath respecting any matter which the
Corporation deems pertinent or material in determining eligibility claimed under
the Act or in any way related to the administration of the Program including, but
not limited to, the recapture provisions contained in the Act and these Rules.

Forms.
The Corporation may from time to time promulgate forms required to be used by

Applicants or others in relation to the Corporation's administration of the
Program.




