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Program Goals

The goal of the Direct Equity Investment Program is to ensure Kansas is positioned as a national leader, as acknowledged by investment professionals, in providing financial and management support to early stage technology companies. Specifically, the objective of the Direct Equity Investment Program is to collaborate with private investors, accredited investors and others to provide direct equity investments into high growth potential bioscience startups and companies. 

Any equity investments the KBA makes will be on a syndicated basis. The KBA will co-invest equity capital alongside Professional Investors on the same terms and conditions as experienced investors. Professional Investors are defined as angel (SEC accredited investor standards), venture capital, private equity or strategic partner investors. This approach allows the KBA to leverage professional market and technical due diligence, participate in terms set by experienced investors, and to share risk with professionals experienced in the management of seed, early-stage investments. 

Statutory Authority

K.S.A. 74-99b09

Eligibility 

Companies eligible
· Bioscience company in one of the following North American Industry Classification System codes.  Find NAICS codes at www.naics.com/search.htm. 
· Principal place of business in Kansas
· Minimum of one full time employee/consultant (one person full time, not just a total of one FTE) and a minimum of a 75% Kansas residency rate
· The management team or founders must have a minimum of $25,000 aggregate cash investment in the company.
· The applicant’s primary business is the provision of a bioscience process, product or service and for a product company, the applicant owns, has filed for, or has a license to use protected, proprietary intellectual property.
· Company may not be a home based operation.
· The enterprise will commit to retain its principal operations in Kansas for a period of at least 10 (ten) years after the closing.
· The enterprise is in good standing with the State of Kansas and all other government entities.

Use of funds
· The investment anticipated is a “seed, early-stage capital” investment in a new bioscience product or service, process or invention.
· The investment anticipated is a co-venture investment, made in conjunction with investment by one or more Professional Investors. Co-investors must be Professional Investor(s) and/or must meet SEC accredited investor standards.  
· The investment anticipated by the Professional Investor(s) will be in a dollar amount not less than the amount invested by the KBA.
· Typically, the KBA considers investments made in the round immediately following investments by the applicant’s founders or their friends and family members. In other words, the “seed, early-stage” round is typically involves investors not affiliated with the Applicant.
· The investment anticipated by the Professional Investor is a cash investment. The KBA will not match an investment of goods or services, pursuant to current Board policy.
· The KBA’s investment will occur only after or simultaneously to all co-investments and will be on terms equivalent to all co-investors. The KBA will share ratably in the profits earned in the co-investment and will recover its investment before or simultaneously to all co-investors.
· The KBA’s interest shall not represent more than 49% of the voting stock of the applicant.

Terms And Guidelines

These conditions should be considered guidelines for direct equity investments.  The creditworthiness of a company is a separate consideration from the terms of a deal; just because a deal meets the following conditions does not mean it is fundable by the KBA. These conditions are subject to continual refinement and change as the Board of Directors considers more deals and becomes aware of other issues. KBA will make every effort to keep partners and potential investees aware of KBA’s evolving investment process.

Co-Investor: Co-investor must invest at least equal money under terms no more favorable than those offered the KBA. Co-investors must be Professional Investor(s) and/or must meet SEC accredited investor standards.  
Co-Investor Objectives: Co-Investors are required for three purposes: 1) Validate the market acceptability of the deal and its terms; 2) Help complete due diligence; and 3) Provide on-going guidance to the company. Family, friend, and founder investments are not considered Professional Investors for purposes of the Direct Equity Investment Program. 
Stage: Investment will emphasize seed, early-stage investments, e.g., typically involving investors not affiliated with the Applicant.
Investment Timing: Co-Investor investments made more than 9 (nine) months prior to KBA Board of Directors consideration are not considered matching funds.
Co-Investment: A minimum 1:1 match ($1 match for each $1 KBA funds).
Amount: Not more than $ 1 million in first round. Additional investments are at the sole discretion of the KBA Board of Directors. 
Location: Company must be headquartered in Kansas and must agree to remain in Kansas for at least 10 (ten) years following investment.
Company Size: Investment is limited to bioscience companies with less than 250 employees.  
KBA’s Investment Committee: Equity investments will be subject to evaluation by the KBA’s Investment Committee.  
KBA Board: KBA’s Board of Directors has exclusive authority to make final investment decisions.
Board Rights: KBA must have at a minimum Board observer rights and may seek voting rights at Board meetings.
Valuation: Generally, valuations will be in the $1 to $15million range.  
Sweat Equity: Equity to Founders and other favored parties on preferable terms (free or markedly cheaper) in excess of 65% will be viewed unfavorably.
“Skin in Game”: Founders with large equity positions and no personal money invested in companies are viewed unfavorably.
Liquidity: Because KBA may take some time to close a transaction after the Board of Directors meets; 
liquidity less than several months of the current cash burn rate will be negatively considered.
Negotiation: KBA reserves the right to negotiate terms more favorable than those presented or of those accepted by the Co-Investor.
Management: Acceptable management is in place or provision among Co-Investors to make changes, is expected.
Exit Strategy: An exit strategy is expected to be in place. Progress on additional rounds necessary is expected to be under way.
Security: Investments must be via convertible debt, preferred stock or common stock.


Application Requirements and Checklist 

The application for this program must contain the following documents (see Appendix): 
· Section I Executive Summary of proposal (maximum 5 pages)
· Section II Executed Certificate of Understanding 
· Section III Executed Summary of Terms of Co-Investor Transaction 
· Completed Applicant Information form and certification
· Completed Economic Impact Statement  (Economic Impact Statement)
· Most recent version of the Applicant’s Business Plan, including financial statements and projections dated within 90 days of application date showing the existing capitalization of the company and consolidated financial results (Income statement and balance sheet).. 
· All documents or information connected with the Applicant’s co-investment, including, but not limited to, term sheets, rights held by co-investors, board representation agreements, and exit strategy agreements
· All corporate documents of the Applicant, including, but not limited to, articles of incorporation, bylaws, and stock subscription agreements
· Certificate of Good Standing from the State of Kansas dated within 60 days of application date
· The application must contain all relevant documents.  Please submit an original, one paper copy and one non PDF electronic version of all application documents via email, CD or USB drive.  

Under no circumstances does the Kansas Bioscience Authority solicit or accept donations in return for KBA funds.

Submission Schedule 
Proposals under the Direct Equity Investment Program will be considered on a rolling basis.

Evaluation Criteria 

It is expected that all eligible applicants for equity investment will demonstrate the following goals: 

· Attractive financial return to the KBA
· Job creation
· Advancement of KBA bioscience clusters
· Wealth creation
· Leverage Professional Investors, private, venture capital, or strategic investment

Review Process

The KBA’s review process can be found on our website at Kansas Bioscience Authority - Investment Process.

Confidentiality

KBA directors and officers must follow the KBA’s Conflict of Interest and Documentation Policy which restricts disclosure and prohibits personal use of information gathered through their official capacities with the KBA. If there are any external reviewers, they will be asked to sign confidentiality agreements and comply with KBA’s Conflict of Interest and Documentation Policy.

Economic Impact Monitoring 

Annually for 10 years following the funded period, the grant recipient will be required to report economic impacts resulting from the KBA’s investment.  
Economic Impact Metrics: The grantee’s chief financial officer or designee is responsible for reporting on the economic impact created by grant project activities. The KBA expects reporting on economic impacts including:

· Full-time jobs created and jobs retained and total associated wages
· Part-time jobs created and retained and total associated wages
· Increased revenues
· Number of strategic partners
· Number of patents applied for and granted
· Annual research funding
· SBIR/Federal technology development financing
· Capital expenditures (purchases of new equipment or construction or rehabilitation of facilities)
· New start-up companies created
· Number of commercial products or services and associated income
· Third party funding (cumulative equity investment)
· Venture capital
· Other investments (e.g. strategic partners)
1. Indirect Outcomes
1. Market capitalization
1. Revenue from Kansas operations
1. Net income from Kansas operations
1. Income tax paid in Kansas
1. Property tax paid in Kansas
1. Total company revenue
1. Total company income

Repayment Requirements

The business activities created or developed from the grant activities shall remain in operation within Kansas for a period of 10 years subsequent to the expiration of the grant funding period. In the event that the grantee relocates grant activities outside the state, the grant shall be terminated and repaid in its entirety.


SECTION I: Executive Summary (maximum 5 pages)
Please provide an executive summary of your proposal, including a description of the amount, timing, and projected use of the capital sought.



SECTION II: Certificate of Understanding

In order to be able to participate in the Direct Equity Investment Program, a company and the anticipated investment must satisfy the program’s eligibility criteria. By signing this certificate, you certify that the Applicant meets the following guidelines of the Direct Equity Investment Program.

Any questions regarding statutory requirements of the Direct Equity Investment Program may be directed to KBA staff.

1. The investment anticipated is a “seed, early-stage capital” investment in a new technology, product or service, process or invention.
2. Typically, the KBA considers the earliest investments made in the round immediately following investments by the applicant’s founders or their friends and family members or later stage. In other words, the “seed, early-stage” round is typically the first round involving investors not affiliated with the Applicant.
3. The investment anticipated is a co-venture investment, made in conjunction with investment by one or more Professional Investors. Co-investors must be Professional Investor(s) and/or must meet SEC accredited investor standards.  
4. The investment anticipated by the Professional Investor(s) will be in a dollar amount not less than the amount invested by the KBA.
5. The investment anticipated by the Professional Investor is a cash investment. The KBA will not match an investment of goods or services, pursuant to current Board of Directors policy.
6. The KBA’s investment will occur only after or simultaneously to all co-investments and will be on terms equivalent to all co-investors. The KBA will share ratably in the profits earned in the co-investment and will recover its investment before or simultaneously to all co-investors.
7. The KBA’s interest shall not represent more than 49% of the voting stock of the applicant.
8. The applicant is a small business company – an independently owned and operated company with less than 250 employees.
9. The applicant is developing a new and feasible bioscience product or service, process or invention, or is incorporated to transfer or commercialize technologies from a research institution. 
10. The enterprise will commit to remain its principal operations in Kansas for a period of at least 10 (ten) years after the closing.
11. The enterprise is in good standing with the State of Kansas and all other government entities.
12. Typically, KBA investments will be in stock (common or preferred), or convertible notes.  



											
Signature of Company Official					Date




											
Name and Title of Company Official

SECTION III: Summary of Terms of Co-Investor Transaction


Applicant:
This summary of terms is submitted to the Kansas Bioscience Authority (“KBA”) as part of the Company’s application for funding under the Direct Equity Investment Program and contains an accurate summary of the terms, as of the date hereof, of the proposed investment in the Company by the Professional Investor(s)  named below. This summary does not constitute any form of binding agreement (including any obligation to negotiate) by or among the company, the Co-Investor, or KBA. The requested investment by KBA is contingent upon, among other things, approval by KBA’s Investment Committee and Board of Directors, and the execution of an agreement among the company, the Co-Investor and KBA, satisfactory to KBA in its sole discretion, for KBA’s investment in the Company.

The purchase of the investment securities will be made pursuant to a Purchase Agreement, which shall be satisfactory to KBA and which shall contain, among other things, appropriate representations and warranties of the Company, covenants of the Company reflecting the provisions set forth herein and other typical covenants, and appropriate conditions of closing, including, among other things, qualification of the shares under applicable Blue Sky laws, the filing of a certificate of amendment to the Company’s charter to authorize the investment security, and an opinion of counsel. Until the Purchase Agreement is signed by both the Company and KBA, there will not exist any binding obligation on the part of either party to consummate the transaction.

This summary must be completed and signed by the Company and each principal Co-Investor or each Professional Investor to certify its accuracy as of the date above, and to agree to notify KBA of any additions to or changes of the terms summarized below.

1. Co-Investors: On a separate sheet, please provide the name, address, and phone number of all co-investors, along with the amount of each co-investment.

2. Current Capitalization: (attach a current, fully diluted, capitalization table)
A. Common Stock: If the Applicant is anticipating a sale to KBA of common stock, please provide the following: Par Value, number of shares authorized, number of shares issued as of the application date, and the number of shares reserved, with the reason(s) for reservation.
B. Preferred Stock: If the Applicant is anticipating a sale to KBA of preferred stock, please provide the following: Par Value, number of shares authorized, and number of shares issued as of the application date.
C. Convertible Note: If the Applicant has authorized a convertible note, please provide the following information: the balance due on such note, the interest date and maturity date of such note, the terms of repayment, and any conversion rights held by the Lender or the Applicant.
D. Warrants/Options: If the Applicant has authorized options, please provide the following information: whether the options are ISO or Non-qualified, the number of options authorized and outstanding, the exercise price of the options, and the vesting schedule of such options.
E. Loans Payable: If the Applicant currently holds any loans, please provide the following information: the name, address, and phone number of the Lender, the balance due on such loans, the interest date and maturity date of such loans, the terms of repayment, and any conversion rights held by the Lender or the Applicant.


3. Pre/Post-Investment Valuations of Company: Please attach a table listing the equity stake, fully diluted, of all shareholders in the company, both pre and post-money, including the anticipated equity stake of the KBA.

	Investor
	Pre-Money Equity Stake
	Post-Money Equity Stake

	
	# of shares
	% ownership
	# of shares 2
	% ownership 2

	Investor A
	
	
	
	

	Investor B
	
	
	
	

	Investor C
	
	
	
	

	KBA



	


	

	

	


	Employee Pool
	
	
	
	

	Total
	
	100%
	
	100%



4. Price per Share: $	(the “Original Purchase Price”)

5. Rights, Preferences, Privileges and Restrictions of Preferred Stock: If the Applicant anticipates a sale to KBA of its preferred stock, please provide information with respect to the following:
A. Dividend Provisions
B. Liquidation Preferences
C. Conversion
D. Automatic Conversion
E. Anti-dilution Provision
F. Adjustments of Conversion Rate
G. Redemption Rights
H. Voting Rights
I. Protective Provisions
J. Co-sale rights

6. Information Rights/Obligations to Deliver Financial Information: Please provide any and all information pertaining to the following:
A. Demand Rights
B. Registrations on Form S-3
C. Piggy-Back
D. Registration Expenses
E. Transfer of Registration Rights
F. Other Registration Provisions
G. Termination

7. Board of Directors Representation and Meetings: With respect to the Applicant’s Board of Directors, please provide the following: size of the Board, names and qualifications of each Board Member, investor representation on the Board, the Board’s meeting schedule, and a brief description of any Board committees, including its name, composition, responsibility, and authority.



8. Other Provisions. If the company answers “yes” to any of these questions, please attach the pertinent agreement or an explanation of the terms of such agreement.
A. Right of First Offer for Purchase of New Securities? Stock Restriction Agreements?
B. Non-competition Agreements?
C. Nondisclosure and Development Agreement?


Certification 

We,							, certify that all information contained in this statement is accurate and true without error.

We understand that any omissions or misstatements may result in disqualification from Direct Equity Investment Program consideration.


APPLICANT:



							
Signature of Company Official


							
Name and Title of Company Official


							
Date




CO-INVESTORS:


							
Co-Investor 1


							
Co-Investor 2


							
Co-Investor 3


							
Co-Investor 4


							
Co-Investor 5

APPLICANT INFORMATION

Please answer each question completely. If a question is not applicable, answer with “N/A.” This form must accompany all proposals submitted for KBA consideration.

1. General information 
	Organization name
	     

	
	

	Mailing address
	     

	
	

	
	     

	
	

	Phone
	     

	
	

	Fax
	     

	
	

	Total # Employees Companywide
	     

	
	
	
	

	NAICS Code
	     
	FEIN
	     


Find NAICS codes at www.naics.com/search.htm.

2. Organization type
	
	In what state is the applicant organized?                      
	     

	
	Is the applicant authorized to do business in Kansas?  
	     

	
	In what state are the applicant’s headquarters?            
	     

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



3. Organization governance
Please include the following attachments:
A. A copy of the applicant’s articles of incorporation and any other corporate documents filed with the state of incorporation.
B. A list of shareholders in the corporation. If the applicant has fewer than 100 shareholders, list the names and addresses of all shareholders and the percentage ownership of each shareholder. If the applicant has 100 or more shareholders, attach a list of the names and addresses of all shareholders owning at least 3% of the applicant’s outstanding shares, with the percentage ownership of each shareholder.
C. A list of the officers and directors of the applicant.
D. A list of companies owned in whole or in part by the applicant.
E. A list of companies that own the applicant in whole or in part.	
F. An explanation of all financial and time commitments of each of the founders of the applicant since inception. This may include, but is not limited to, delayed or foregone salary, out-of-pocket expenses, or donated property and equipment.

4. Conflicts of interest
Are you aware of any conflicts of interest between the applicant and the KBA, its employees, or directors? 
	
	
	

	
	Please explain.
	     



5. Contact information 
	Primary contact name
	     

	
	

	Title
	     

	
	

	Mailing address
	     

	
	

	
	     

	
	

	Phone
	     

	
	

	Email address
	     




	Contract administrator
	     

	
	

	Mailing address
	     

	
	

	
	     

	
	

	Phone
	     

	
	

	Email address
	     



6. Signing authority
If the KBA board approves funding of this application, the KBA will require the applicant to sign a grant agreement setting out the terms and conditions of the funding. Please identify the individual who is the signing authority for the applicant organization, and have the signing authority sign the certification statement on the next page.

	Name
	     

	
	

	Title
	     

	
	

	Mailing address
	     

	
	

	
	     

	
	

	Phone
	     

	
	

	Email address
	     



7. Legal
If any response to the legal questions is yes, please provide a detailed explanation as an attachment. The KBA reserves the right to disapprove any application for circumstances it finds unsatisfactory related to the conditions listed below.

Neither the applicant nor the officers, directors, partners, owners, or stockholders of 10 percent or greater ownership in the applicant have been, within the last five years:

	Y
	N
	

	
	
	1. A party in litigation involving laws governing hours of labor, minimum wage standards, discrimination in wages or child labor.

	
	
	2. Have been convicted of, under indictment for, or on parole or probation for or a party in any criminal or civil offense other than a misdemeanor.

	
	
	3. Have been subject to or have pending any order resulting from any criminal proceedings brought against such persons or parties by governmental agency.

	
	
	4. Have been informed of any current investigation with respect to possible violations by such persons or parties of state or federal securities, anti-trust, or criminal laws.

	
	
	5. Have been denied a professional or business license or had one suspended or revoked by any administrative, governmental, or regulatory agency.

	
	
	6. Have been debarred, suspended, or disqualified from contracting with any federal, state, or municipal agency.

	
	
	7. Have been in receivership or involved in an assignment for the benefit of creditors of the applicant or have liquidated or are liquidating all or substantially all assets or have been a party in a proceeding in which a court has determined or the applicant has admitted that it has failed to or was unable to pay its debts and the amount of all such debts in the aggregate, if paid, would materially adversely affect the ability of the applicant company to operate.




Please provide any other information that a reasonable person would consider relevant to the review of this application. 



CERTIFICATION

The person who signs this Certification must be the same person identified as the signing authority in Section 6 of this form. 

I hereby certify that all information provided relating to this application is true to the best of my knowledge and belief. I understand that the KBA will retain this application and all associated documents. I understand that the KBA may obtain a credit report on the applicant. I certify that the applicant meets all of the eligibility requirements for the program applied for. If any of the responses given require alteration for any reason, I will immediately notify the KBA in writing and endeavor to ensure that the responses remain current and accurate at all times.

I understand that knowingly providing false or misleading information on this application and any associated documents is prohibited by law and may be punishable by fine or imprisonment.

For the applicant:

	Signature
	

	
	

	Name
	     

	
	

	Title
	     

	
	

	Date
	     



THIS DOCUMENT MUST BE NOTARIZED

	State of
	     
	)

	
	
	) ss

	County of
	     
	)




	Subscribed and sworn to before me on this, the
	     
	day of
	     
	,
	20
	     
	.





	

	Notary public

	My commission expires:
	     



Seal:
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