LDFA Board Meeting

September 22, 2009

8:15amto 10:15 am

SPARK Central Incubator

330 E. Liberty Street, Ann Arbor, MI 48104

I Call to Order

. Public Comment
Public comment shall be allowed at all meetings. An individual may speak for up to three (3)
minutes on any item listed on the Agenda. The Chair may extend an individual's speaking
time in his/her discretion. Public comment on non-agenda items may be limited in the Chair's
discretion. _

lil. Approval of the Agenda

Iv. Approval of the Minutes of the July 28, 2009 Regular Board Meeting
V. LDFA Chair’s Report

VL. Reports from Service Providers

VII. Reports from Committees

a. Ann Arbor Angels

b. Cantillon
1. Committee Executive Summary and Recommendation
2. Budget Request

¢. Micro Loan Plan

VIl Other Business
a. FY 2009 LDFA Annual Report
b. New Board Member recommendation to Ann Arbor and Ypsilanti
City Councils
c. Committee Appointments — Nominating Recommendation,
Budget/Contract, Audit and By-laws

IX. Motion to Adjourn




DRAFT

SMARTZONE "

MINUTES - REGULAR BOARD MEETING
July 28, 2009

Ann Arbor-Ypsilanti Smart Zone Local Development Finance Authority

SPARK Central Incubator
330 E. Liberty Street, Ann Arbor, MI 48104

Members Present: Michael Korybalski, Stephen Rapundalo, Theresa Carroll, Mark Maynard,
Darryl Daniels, Richard Beedon, Skip Simms-Accelerator Ex-officio, Tom Crawford-Ex-officio,
Roselyn Zator-MEDC Ex-officio

Members Excused: Richard King, Rob Risser, Lisa Kurek

Others Present: Mike Finney-SPARK, Greg Fronizer-SPARK, Elizabeth Parkinson-SPARK,
Kurt Riegger-SPARK, Ken Bogan-City of Ann Arbor-Finance

CALL TO ORDER:
Korybalski called the meeting to order at 8:15am. A quorum was present.

APPROVAL OF THE AGENDA:
Rapundalo moved, seconded by Daniels, to approve the Agenda for this meeting in the form
presented at this meeting. Motion approved unanimously.

MOTIONS & RESOLUTIONS:

1. Minutes of the June 16, 2009, Regular Board Meeting:
Rapundalo moved, seconded by Daniels, to approve the Minutes of the June 16, 2009 regular
board meeting in the form presented at this meeting. Motion approved unanimously.

LDFA CHAIR’S REPORT: -
Korybalski recognized Rob Risser and Richard King for their years of service on the LDFA
Board.

REPORTS FROM SERVICE PROVIDERS:

1. Ann Arbor SPARK Business Accelerator Status Report - 4th Quarter:

Risser moved, seconded by Maynard, to accept The Ann Arbor SPARK Business Accelerator
Report for the FY 2009 4th quarter ended June 30, 2009, in the form presented at this meeting
and attached hereto and made a part thereof. After discussion and consideration of the report,
motion approved unanimously.
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LDFA TREASURER’S REPORT:

1. LDFA Financial Report — FY 2009 4th Quarter Ended June 30, 2009:

Rapundalo moved, seconded by Beedon, to approve the LDFA financial report for the FY 2009
4" quarter ended June 30, 2009 in the form presented at this meeting and attached hereto and
made a part hereof. After discussion and consideration of the report, motion approved
unanimously.

ELECTION OF OFFICERS:

Chair:
Korybalski moved, seconded by Beedon, to nominate Steven Rapundalo as Chair to serve a
one year term. Motion approved unanimously.

Vice Chair:
Rapundalo moved, seconded by Daniels, to nominate Richard Beedon as Vice Chair to serve a
one year term. Motion approved unanimously.

Treasurer:
Maynard moved, seconded by Beedon, to nominate Darryl Daniels as Treasurer to serve a one
year term. Motion approved unanimously.

'APPROVAL OF THE FY 2010 BOARD MEETING SCHEDULE:

Daniels moved, seconded by Maynard, to approve the FY 2010 Board meeting schedule in the
form presented at this meeting, and attached hereto and made a part hereof. Motion approved
unanimously.

OTHER BUSINESS:

1. Update of FY 2010 LDFA Contract Committee:

a. FY 2010 Agreement Between the LDFA and Ann Arbor SPARK:
Daniels recognized the Contract Committee members: Theresa Carroll, Rob Risser and Skip
Simms for their efforts in completing the agreement. The agreement is attached hereto and
made a part hereof.

b. Marketing Plan:
Carroll moved, seconded by Daniels, to approve the marketing plan in the form presented at
this meeting, as amended per discussion, and attached hereto and made a part hereof. Motion
approved unanimously.

c. Cantillon:
The Board unanimously agreed the Contract Committee should complete an executive
summary and recommendation for the LDFA Board to consider at the next meeting.

d. Micro-loans:
The Contract Committee reported the plan had been reviewed and this would be sent out for the
LDFA Board to consider at the next meeting. The Board unanimously agreed.

2. Committee Appointments:
The Board unanimously agreed to postpone until the next meeting.
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MOTION TO ADJOURN:

Daniels moved, seconded by Rapundalo, to adjourn the meeting at 9:34 am. Motion approved
unanimously.

Respectfully Submitted,

Ken Bogan, Recording Secretary for Tom Crawford




ANN ARBOR/YPSILANTI SMARTZONE
LDFA
ANGEL INVESTMENT GROUP SUPPORT
September 22, 2009

Attachment A of the LDFA/SPARK agreement section 1.3

Angel Investment Group Support - Contractor will continue work with an “angel” group to build a robust
angel network of investors interested in Business Accelerator clients. Activities will be focused on
screening of investment opportunities, early due diligence, facilitate connections between
entrepreneurs and investors, organize meetings and build membership. No funds will be used for
investment or in support of investor expenses. The total amount of reimbursement per year shall not
exceed $25,000, paid in equal quarterly payments of $6,250.

Need

A. Companies supported by Ann Arbor Spark Phase Il engagements and the LDFA micro-loan recipients
are in need of next stage services to provide them with increased access to potential private equity
investors. Additionally, other early stage high-growth companies in Ann Arbor need access to potential
private equity investors.

B. Individuals which qualify as potential investors, as defined under Regulation D of the Securities Act of
1933, for Ann Arbor based early stage growth companies are not investing at a level which is consistent
with Ann Arbor’s position as a national leader in research dollar expenditures, located in the center of
Michigan’s venture capital community, or Michigan’s top ten ranking in the number of resident
millionaires. In order to support the growth of companies identified in (A) these ‘angel’ investors need
to be identified, encouraged, educated and provided with an opportunity to more actively participate in
this unique type of investment process.

Efforts are required to bridge the gap between early stage growth companies in Ann Arbor and
“accredited investors” potentially interested in making private investments in these companies. The
emergence of local angel groups has occurred over the past decade to address this need on a
community by community basis across the country. The Ann Arbor Angels was founded in 2004 to
address this need in Ann Arbor. Although considered to be the most successful angel group to date in
Ann Arbor, the group has not achieved a self-sustaining operating model. '

Work Plan

Ann Arbor SPARK will identify and contract with individuals with the appropriate background to perform
the following duties under third party contracts:
e Review company applications submitted to the Ann Arbor Angels through the organization’s
online application process, including those submitted through Ann Arbor Spark.
e Pre-screen Ann Arbor company requests for funding from both Business Accelerator clients and
other Ann Arbor companies. -




e  Work with applicant companies to identify potential angel investors within the Ann Arbor
Angels’ network to champion the company’s request for equity funding.

e Position the company through Ann Arbor Angel network introductions for due diligence
discussions with potential angel investors.

¢ Liaise with the Ann Arbor Angels’ Investor Presentation Committee to position the company for
presentation at one of the organization’s board room investor presentation meetings.

e Retain, recruit, educate and engage angel investors in order to support the activities of those
individuals engaged in the above activities and to achieve the milestones below.

Milestones

e Create a Membership Team of not less than two individuals to work on a contract basis to
retain, identify, recruit and educate angel investors.

¢ Engagement of individuals to work directly with potential angel investors to educate and
increase their participation in angel investing.

¢ Planning of at least four board room investor presentation meeting.
Schedule at least two investor presentation meetings during the term of this contract.
Active engagement of at least twenty angel investors in the Ann Arbor Angels group.

Uses of funds specifically excluded under this plan:

¢ Direct equity investments in any company.

e Cover individual angel investor expenses.

o Direct support of expenses of an angel network organization




ANN ARBORANGELS

FINAL REPORT
JUNE 2009

ANN ARBOR SPARK
PHASE | CONTRACT

START DATE: FEBRUARY 1, 2009
~ END DATE: JUNE 30, 2009

CONTRACT AMOUNT: $12,500




ANN ARGORANG LS PHASE | CONTRACT - FINAL REPORT June 2009

The Ann Arbor Angels are pleased to provide this Final Report under the terms of our
contract.

Summary

On January 27, 2009, the LDFA Board approved a $12,500 five-month contract
between the Ann Arbor Angels and Ann Arbor Spark to provide partial support for a
part-time A2A Managing Director.

A contract was executed on February 9, 2009. The down-payment under the contract
was received on March 3, 2009 at which time the contract was initiated.

Although the contract initiation date (March 3, 2009) was approximately one month
beyond the proposed start date (February 1, 2009), A2A successfully achieved the
contracted April and June 2009 Milestones.

Based upon successful completion of the June 2009 Milestones, attached please find
an invoice for $3,125 for the third and final payment due under the contract.

Contract Payment Schedule

The Phase | contract payment schedule includes a front-end payment and two
milestone based payments as detailed below.

Feb 1, 2009 | April 7, 2009 | June 15, 2009 Total
LDFA Payments $ 6,250 $3,125 $3,125 $12,500

A2A will provide AA Spark with a Milestone Report and payment invoice in April and
June 2009. The April and June contract payments will be due and payable upon receipt
and subject only to successful execution of the following milestones.

April 2009 Milestones
1. Filing of Article of Incorporation - Completed

Articles of Incorporation have been filed with the State of Michigan,
establishing A2A as a not-for-profit corporation.  The articles of
incorporation identified three officer positions: President, Secretary, and
Treasurer. At the time of filing, Michael Cole held all three positions.
Based upon the Articles of Incorporation, the board of directors shall
consist of at least three members. At the time of filing the board of
directors included the following members: Michael Cole, Richard
Eidswick, Thomas Kinnear, and Tim Marshall.

2. Establishment of Commercial Operating Account — Completed

Page 2 of 5
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ANN ARSOR ANGELS PHASE | CONTRACT - FINAL REPORT June 2009

A non-profit corporation checking account has been established at Bank of
Ann Arbor. A Tax ID number has been received from the IRS.

3. A2A Board Approval of Revised Plan - Completed

The A2A board of directors met on April 24, 2009. The three phase
strategic plan presented to the LDFA board was approved. The board
also approved the following officer nominations:

o Dave Hartmann, Secretary (Founder and CEO, Arbor Blue)

o Ann Black, Treasurer (Founder and CEO, Renaissance Financial
Group). Pursuant to Ms. Black’s appointment as Treasurer she has
become a co-signor on the A2A bank account.

4. 100% Corporate Sponsor ($12,500) Phase | funding match for Managing Director
contract costs — Completed

Bank of Ann Arbor has committed to match the Phase | support for a part-
time Managing Director. Bank of Ann Arbor has also committed to support
costs associated with office space and equipment, including board room
availability.

5. Additional 50% Corporate Sponsor ($6,250) match support for other operational
costs — Completed

Additional support in excess of a 50% match has been committed by Arbor
Blue and Renaissance Financial Group.

June 2009 Milestones
1. 20 registered Angel Investor Members — Completed

o A2A currently has 43 registered Angelsoft members, including 27
investors, 4 staff, 9 corporate sponsors and 3 others.

o The statistics from our June 26, 2009 meeting included: 12 investor
attendees, 4 presenter team attendees, 4 staff attendees, 17 investors
which responded to the online invitation but were unable to attend due to
scheduling conflicts, 6 investors which viewed the online invitation but did
not respond, and 23 investors that did not register a click-through review
of the online invitation and did not respond.

2. Development of Angel, Corporate and Venture Capital Membership Agreements,
(in draft form) incorporating annual membership fee schedules — Completed
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ANN ARBOR ANG ELS PHASE | CONTRACT - FINAL REPORT June 2009

Initial drafts of membership agreements incorporating potential annual
fees schedules ranging from $1,500 - $2,500 were completed and
reviewed. A draft version of a VC Affiliate Membership Form is attached.

3. Investor Presentation Meeting — Completed

An investor presentation meeting was held on June 26, 2009. Three
companies presented to the group for funding. There were 20 total
attendees as detailed above. The feedback from the attendees was
positive.

4. Verbal commitment for 100% match funding for a potential Phase 1l AA Spark
contract totaling $30,000 to support Managing Director contract costs for the
twelve month period July 1, 2009 — June 30, 2010. Note: the Phase Il AA Spark
contract currently under review is for a reduced amount of $25,000. —
Completed

Bank of Ann Arbor has committed to match the Phase Il support for a part-
time Managing Director.

5. Additional 50% Corporate Sponsor verbal commitment match to support other
operating costs. — Completed

Additional support in excess of a 50% match has been committed by Arbor
Blue, Renaissance Financial Group, University of Michigan Office of
Technology Transfer, and the Michigan Venture Capital Association.

Conclusion

A2A has successfully fulfilled its Phase | contract and is well positioned to execute
its Phase Il plan, pending final execution of a mutually agreeable AA Spark contract.

Our partnership with Ann Arbor Spark to assist in the initial stages of company
application screening is achieving its desired goals. Second stage company
application screening is being lead by Dave Hartmann. A2A continues to receive
new company application requests on at least a weekly basis.

Companies applying for funding are being charged a $250 application fee.
Application fees are collected online through AngelSoft and forwarded periodically to
the Ann Arbor Angels. To date, in excess of $2000 in company application fees
have been received.

Our membership recruitment will continue to include the development of a member
Advisory Board. We are very pleased to advise that Rick Snyder, Co-Founder and
CEO, Ardesta LLC and David Sarns, Partner, 360 Advisors are currently members
of the A2A Advisory Board.
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