INVESTMENT DIVISION U.S. Small Business Administration

U.S. SMALL BUSINESSADMINISTRATION
WASHINGTON, DC 20416

Championing Amenia's Snbrpn

MEMORANDUM OF INSTRUCTIONS
APPLICATION FOR COMMITMENT OF SBIC
DEBENTURES

INTRODUCTION. This Memorandum of Ingtructions provides the information necessary for a smdl business
investment company (SBIC) to apply for a commitment by the Small Business Adminigration (SBA) to reserve
financid assstance on its behdf for the future issuance of Debentures. Congress has not renewed our
authorization to issue commitments for Participating Securities; and as aresult, Participating Security commitments
cannot be offered at thistime.

Any SBIC requesting the reservation of financial assstance ("Leverage") by obtaining SBA's conditiona
commitment to guarantee Debentures, must submit the gppropriate enclosed gpplication forms and documents.
The gpplication forms and documents described below must be properly completed and executed, and should be
submitted to the Office of Investment, Suite 6300, U.S. Smdl Business Adminidration, Attn: Johnny Kitts,
Funding Control Officer, 409 3rd Street SW, Washington, D.C. 20416. The Small Business Investment Act of
1958 as amended, and current SBIC regulations can be found on the Investment Division web page
(http:/mww.sha.gov/inv, click item For SBICs, see Regulation section).

|. APPLICATION FOR COMMITMENT. Any SBIC requesting a commitment from SBA for funding
through Debentures must apply to SBA by submitting aletter requesting a commitment. The letter must include
the following:

1. Thename, address and license number of the applicant.
2. Therequested amount of the commitment.

3. For SBA to gpprove a commitment gpplication, the letter shdl include the following language which is
printed below in bold typeface:

The undersigned Licensee does her eby certify with the under standing that any commitment
letter issued by SBA will beissued in reliance upon such certifications that:

A. Asof thedate of execution of thisapplication letter, [the corporate Licenseeis
not] [neither the limited partnership Licensee nor its Corporate (or Individual)
General Partner ig] in violation of itsrespective charter or Limited Partner ship
Agreement, asthe case may be, or thelicense, or any of the provisions of the
Small Business Investment Act of 1958, as amended (the" Act"), or the
regulationsissued thereunder (the" Regulations").

B. The proceeds of theissuance and sale of the securitiesto be committed by SBA as
requested herein will be used by the Licenseeonly for the purposes contemplated
by the Act and the Regulations.

C. Therehasbeen no changein the officers, directors, beneficial owners of 10 or
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mor e per cent of the securities[of the corporate Licenseg] [of the limited
partnership Licensee and its Corporate (or Individual) General Partner], or in the
investment policy, operations, or capital of the Licensee since the issuance of its
license except asindicated by post-licensng amendment(s) her etofor e filed with
and approved by SBA, or asfiled herewith.

D. TheLicenseeshall not withdraw this application for a commitment without prior
written approval of SBA.

E. Therehasbeen no material adverse changein the financial condition of the
Licensee sincethefiling of thelast Financial Report (SBA Form 468), except as
indicated by the Financial Report filed herewith asan Exhibit. Except as disclosed
in writing to SBA in connection with this application letter, the Licensee hasno
knowledge of any existing or impending litigation or of any proceedings or actions
for the assessment or collection of additional taxes, and the Licensee hasno
contingent liabilities not provided for or disclosed in thefinancial or other
statements submitted to SBA in connection with this application letter.

F. TheLicensee hasnot paid or incurred any obligation to pay to any Federal
employee or special Federal employee any fee, gratuity or anything of valuefor
obtaining the assistance her eby requested. If such fee, gratuity, etc., has been
solicited by any such employee, the Licensee agreesto report such information to
the Office of the Inspector General, Small Business Administration, Washington,
D.C. 20416. The Licensee has not and will not, directly or indirectly, pay any
amount to any person in connection with this application except for services
actually performed on behalf of the Licensee.

Furthermore, the amount of payment for such servicesshall not exceed an amount
deemed reasonable by SBA. If such payment exceeds $300 then an itemization
thereof will be submitted as an Exhibit.

G. All satements, warranties, and representations made herein and in the
accompanying Exhibitsaswell asin any additional documentsrequired by SBA
to befiled in connection with thisapplication letter aretrue and complete, are
consdered material, are made for the purpose of inducing SBA toissuea
commitment and are made with full knowledge of the provisons of 15 U.S.C. 645,
18 U.S.C. 1001, and 18 U.S.C. 1006 which provide certain criminal penaltiesfor
making false statements or representations.
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H. Any intentionally false sstatement or willful misrepresentation in connection
with thisapplication isa violation of Federal law, subject to criminal and civil
prosecution under 18 U.S.C. Sections 287, 371, 1001, and 1006; 15 U.S.C.
Section 645; and 31 U.S.C. Section 231; carrying fines up to $10,000 and
imprisonment up to five years.

[If (i) you werelicensed before October 1, 1996 and you are either a Participating Security
applicant with Regulatory Capital of at least $10 million or a Debentur e applicant with
Regulatory Capital of at least $5 million, or (ii) you werelicensed after September 30,
1996, pleaseinclude the following sentence:] At least 20 percent of the aggregate dollar
amount of the financings of the Licensee after October 1, 1996 will be provided to Smaller
Enterprises (asdefined in 13 CFR § 107.50).

[If you were licensed before October 1, 1996, and you are either a Participating Security
applicant with Regulatory Capital of lessthan $10 million or a Debentureapplicant with
Regulatory Capital of lessthan $5 million, include the following sentence:] At least 50
per cent of the aggr egate dollar amount of the financings of the Licensee after October 1,
1996 will be provided to Smaller Enterprises (asdefined in 13 CFR § 107.50).

Theletter needsto be signed by an authorized official of the Licensee and dated.

[I.EXHIBITSTO BE SUBMITTED. Thefollowing is an explanation of the Exhibits required to be

submitted with the Licenseeg's |etter of application for a commitment.

1

Financia Report, SBA Form 468. If you have an outstanding SBA leverage commitment you must
continue to meet the quarterly filing requirements for Financid Report, SBA Form 468. If you do not
currently have an outstanding SBA leverage commitment, a Short Form SBA Form 468 is required to
be filed as part of your commitment application. That Short Form must be submitted on diskette using
the dectronic software previoudy provided to you by SBA and must cover the period stated below:
(A sgned paper copy of that eectronic submisson must aso befiled.)

Beginning date: Thefirgt day of the Licensee's current fiscal year.

Ending date: No earlier than the end of the third month preceding the month in which the
commitment isissued (for example, for acommitment issued in the month of
November, the Short Form must be dated August 31 or later).

Note: Notesto thefinancial statementsare an integral part of the Financial Report
and should beincluded.

The SBA isnow required by statute to provide annua economic data to Congress to support the
SBIC program. It is therefore extremey important that you fully complete the Economic Data For
Portfolio Concerns (EDFPC) schedule that is part of the Annua Financia Statement, Form 468 (Long
Form), and eectronicaly file the schedule with SBA no later than five months after your fiscd year
end. Henceforth, the completeness and accuracy of a Licensee's most recent required EDFPC
schedule is an important consideration in approving leverage applications.
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10.

Resolution of the Board of Directors or General Partner, SBA Forms 25.

Attached are three model resolutions; one for corporate licensees, one for partnership licenseeswith a
corporate generd partner, and one for partnership licensees with individua genera partners. Licensees
with organizationa structures other than the above must modify the model closest to its structure for its
ownuse. A licensees resolution must gtrictly follow the language in the gpplicable resolution, and must
be certified and executed as indicated.

Trandferor's Liahility Contract, SBA Form 2182. Please read and follow ingtructions on the form
File using the SBA Form that is provided. File origind only. Form number and revison date must be
visble on executed submisson.

Compensation Agreement, SBA Form 159. Thisform isto be completed by the person(s) providing
service to the Licensee in connection with its gpplication, and must be certified by the proper officid of
the Licensee. If no person asssted with the gpplication, so state in the form. File using the SBA Form
that is provided. Fileorigind only. Form number and revison date must be visible on executed
submission.

Applicant's Assurance of Compliance, SBA Form 652. Thisform isto be completed by the
gppropriate officia of the Licensee. File usng the SBA Form that is provided. File origind only.
Form number and revision date must be visible on executed submission.

Capitd Certificate. Any Licensee which has unfunded commitments from Ingtitutiond Investors shdl
submit an updated capita certificateif the one on file with SBA is no longer accurate. ).

Applicant Licensee's Assurance of Compliance (Public Interest), SBA Form 1065. Thisformisto be
completed by the appropriate officid of the Licensee. File using the SBA Form that is provided. File
origind only. Form number and revison date must be visible on executed submisson.

Investment Plan. The investment plan shall consst of aforecast for the use of Licensee's funds
avalable for investment and the requested commitment from SBA. The plan shdl identify formd
written commitments (conditiona or unconditiond) to invest in smal concerns, aswel as funding
requests from smal concerns which are under active consderation but have not matured to the level of
acommitment.

Disclosure of Third Party Debt. The applicant Licensee must describe the amount of its outstanding
non-SBA debt. The description should include the terms, condiitions, security (if any), and priority of
al such debt.

Statement For L oan Guarantees and L oan Insurance, SBA Form 1846. Thisform isto be completed
by the appropriate officid of the Licensee. File usng the SBA Form that is provided. File origind
only. Form number and revison date must be visble on executed submission.
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11.

12.

Opinion of Counsd — (Fileif not previoudy approved by SBA.)

SBA requires that you submit anew legd opinion, as part of your draw gpplication, eech time you
gpply to draw funds under an approved commitment. SBA has prepared a modd form of opinion of
counse! for each type of leverage security and copies of the mode forms can be obtained from the
Investment Divison's web page, www.sba.gov/INV, dicking menu items in sequence, For SBICs,
BIC Forms, and choosing appropriate form. Prior written gpproval of SBA’s Office of Generd
Counsdl is required for any opinion submitted. If SBA has not previoudy approved the form of legd
opinion your counsel plans to submit with each draw application, you must provide aform of your
counsel’ s opinion as part of this commitment gpplication.

Evidence of Amended Articles of Incorporation or Limited Partnership Agreement. Please see

attached supplement to this Memorandum of Ingtructions entitted REQUIREMENTS NECESSARY
TO COMPLY WITH 13 CFR § 107.1810(i) AND/OR § 107.1820, ASAPPLICABLE,
EFFECTIVE APRIL 25, 1994, FOR COMMITMENT ELIGIBILITY. Licensees who have adopted
Annex PS or Annex GDP have dready complied with this requirement.

[I.SELLING DOCUMENTATION TO BE SUBMITTED. The only required documentation that

must accompany the application letter is the following:

1

Bank Identification, SBA Form 34. Thisform provides us with the necessary routing ingtructions to
credit your designated account with the gppropriate amounts by eectronic funds transfer (after your
commitment gpplication and subsequent draw request(s) have been approved). If your account is not
with a member bank of the Federd Reserve System, you mugt identify the member bank whose
routing code is utilized as your correspondent or affiliate bank. All Licensees gpplying for a
commitment must complete thisform.

Dehit Authorization. Debit Authorization establishes an efficient and low cost way for licenseesto
make the scheduled payments after pooling on SBA Form 444C Debentures (" Standard Debentures”)
by Automated Clearinghouse (ACH) debit. The covering indructions to this authorization explain its
purpose in more detail. It must be properly completed and executed as indicated on the attached
sampleform Please submit a Debit Authorization even if you expect to issue only LMI Debentures
under your commitment, so that you will have the option of issuing Standard Debentures as well.

Authorization to Disburse Proceeds, SBA Form 33 [Refunding Maturing Debenture(s)] Only those
goplying for SBA's commitment of guaranteed Debenture Leverage for the purpose of refunding
maturing Debenture(s) are to file thisform. File usng the SBA Form that is provided. File origind
only. Form number and revison date must be visble on executed submission.
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IV.FEES & INTEREST RATES.

1

Leverage Fee. Paticipating securities and Debentures are subject to a 3% leverage fee. Effective
December 2, 1997, only 1% of the issued amount of the commitment is due up-front. This up-front
1% commitment fee is due SBA by the earlier of the date that you apply to SBA to draw funds under
this Commitment Letter, or within 30 days of the issuance of the commitment. The 1% commitment
fee payment must be made to SBA by wiretransfer. Checkswill not be accepted for this
payment. Thewireingtructions for sending fundsto SBA are asfollows: TreasNY C (Bank Name);
021 030 004 (ABA#); U.S. Smdl Business Adminigtration (Beneficiary) and 73000001 (Bank
Account #). In the message portion (for further credit portion) of the ingtructions, please provide
SBA's commitment account number. Please note that SBA will provide you with this
commitment account number along with a copy of the current draw instructions by email
notice immediately after your approval. The commitment account number isimportant because it
is the account number to be further credited after the payment is received by SBA. Also include the
phrase "tran code 368" in the message (to indicate that the payment is aleverage fee). Theremaining
leverage fee of 2% (of the face amount disbursed) is deducted from the proceeds of each
disbursement.

Annua Charge. Anannua charge (fee) is payable to SBA on Participating Securities and Debentures
guaranteed with federa funds appropriated on or after October 1, 1996. Theannud chargeis
payable to SBA under the same terms and conditions as prioritized payments for Participating
Securities, and interest for Debentures. The annua charge is adjusted each federa fiscal year on
commitmentsissued during that fisca year. Once established, the annual charge rate remains the same
for dl draws on a commitment though its entire term (of up to 5 fiscal years). The current SBA annud
charge rate for disbursements from FY 2008 Debenture commitmentsis0.717% . SBA annua
charge rates remain unchanged for draws on commitments issued in prior federd fiscd years. Prior
annud charge rates (dtill in effect) for draws from commitmentsissued in prior fiscd years are as
folows 1) Debentures-- @) 0.855% on draws from FY 2004 commitments, b) 0.871% on draws
from FY 2005 commitments, ¢) 0.941% on draws from FY 2006 commitments and d) 0.906% on
draws from FY 2007 commitments; and 2) Participating Securities -- 1.454% on draws from FY
2004 commitments.

Underwriter Fee. For Participating Securities and Standard Debentures, an underwriter fee will be
collected each time funds are disbursed to the Licensee. Thisfee will not be collected as part of the
commitment process, but will be deducted from the proceeds remitted to the Licensee. The
underwriter fee for 10-year securitiesis 0.375% of the face amount. There is no underwriter fee for
LMI Debentures.

Adminigrative Fee. For Participating Securities and Standard Debentures, an adminitrative fee will
be collected each time funds are disbursed to the Licensee. Thisfeewill not be collected as part of
the commitment process, but will be deducted from the proceeds remitted to the Licensee. The
adminigrative fee iswithheld for payment to the SBIC Funding Corp. for services rendered on behaf
of SBICsasthe Sdling Agent. The adminigrative feeis 0.05% of the face amount. Thereisno
adminigrative fee for LMI Debentures.
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5. INTEREST RATES. 1. For pooled securities [both Participating Securities (as the Rate of Prioritized
Payment) & Standard Debentures], A. short term (interim) period prior to pooling — set a LIBOR
rate (on Settlement Date) for the # of daysin the interim period plus 30 basis points & B. long term
(post poaling) period — set at 10 year treasury rate (on pricing date) plus a current spread of approx.
80 to 100 basis points, 2. For LMI Debentures, A. 5-Yr. Term (Zero coupon to maturity), & B. 10-
Yr. Term (Zero coupon through approx. 1% 5 years, due semi-annualy theresfter a Yield to Maturity
rate). Origind Yield to Maturity rates - set at average of severd comparable securities (on Settlement
Date) by the Federd Home Loan Bank of Chicago. Rates are updated daily and accessible through
http://Awww.sha.gov/INV , clicking menu itemsin sequence For SBICs, Background Information
and Link to LMI Debenture Calculator.

If there are any questions concerning the preparation of the commitment application letter, any Exhibits or
accompanying Selling Documentation, pleasse cal your andyst.

PLEASE NOTE: The burden hour estimate for the completion of all forms required in this application (excluding SBA Form
468) is 3 hrs. per application. You are not required to respond to any collection of information unless it displays a currently valid OMB
approval number. Comments on the burden should be sent to U.S. Small Business Administration, Chief, AIB, 409 3© St., SW., Washington
D.C. 20416 and Desk Officer for the Small Business Administration, Office of Management and Budget, New Executive Office Building,
Room 10202, Washington, D.C. 20503. OMB Approval (3245-0081).
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Supplement to Memorandum of Instructions
REQUIREMENTSNECESSARY TO COMPLY
WITH 13 CFR 8§ 107.1810(i) AND/OR § 107.1820, ASAPPLICABLE,
EFFECTIVE APRIL 25,1994, FOR COMMITMENT ELIGIBILITY

Any licensee applying for commitment digibility after April 25, 1994, must provide the SBA with
evidence that it has amended its respective Articles of Incorporation or Limited Partnership Agreement
S0 asto be in compliance with 13 CFR § 107.1810(i) and/or § 107.1820. The evidence must be
provided to the SBA upon the first submission of aleverage gpplication by the licensee after April 25,
1994.

1)  Thesubmisson of any of the following as part of the gpplication will be
consdered evidence of the required amendment:

a) Corporate Licensees -- (i) Submit the amendment to SBA and provide
evidence to SBA that the amendment has been filed, or (i) Submit the
amendment to SBA together with an affidavit Stating thet the licensee has
filed the amendment. Where an affidavit is provided as evidence,
subsequent confirmation of the amendment filing must be provided to SBA.

b) Unincorporated Licensees -- Submit the amendment to SBA and
provide certification to SBA that such amendment has been adopted by the

partnership.

2)  Provided below isthe suggested wording for the required changes to the
licensee's Articles of Incorporation or Limited Partnership Agreement.
However, corporate licensees should confirm with their own counsd that
this wording would comply with the filing requirementsin the state of
incorporation:

[Please include only the applicable section(s) of the Regulationsin place of
the blank brackets. Include either: (i) 13 CFR § 107.1810(i) (ii) 13 CFR
§ 107.1820 or (iii) 13 CFR § 107.1810(i) and § 107.1820]:

a) Corporate Licensees. "Theprovisonsof [ ] are hereby
incorporated by reference in these Articles of Incorporation asif fully set
forth herein. This corporation hereby consents to the exercise by SBA of dl
of the rights of SBA under [ ], and agreesto take dl actions which
SBA may require in accordance with such provison.”

b) Unincorporated Licensees. "The provisonsof | ] are hereby
incorporated by reference into this Agreement of Limited Partnership asif
fully set forth herein. The Partnership and the partners hereby consent to
the exercise by SBA of dl therights of SBA under [ ], and agreeto
take dl actions which SBA may require in accordance with such provison.”

10/15/2007



