MEMORANDUM

TO: Delegates of the Michigan Strategic Fund (“MSF”) Board for the Michigan
Business Development Program

FROM: Marcia Gebarowski, Development Finance Manager
DATE: November 19, 2012

SUBJECT:; Approval of Michigan Business Development Request for $300,000 Performance-
based Grant to:

Cataphora, Inc. (“Applicant” or “Company”)
3425 Edison Way
Menlo Park, California 94025

www.cataphora.com

MBDP PROGRAM AND 1TS GUIDELINES

On December 21, 2011, the MSF Board approved the Michigan Business Development Program
(“MBDP”) and its guidelines. The primary intended objective of the MBDP is 1o provide
incentives to businesses that create qualified jobs; make qualified investmenis, or a combination
of both, in Michigan.

SOURCE OF INFORMATION.

It is the role of the Development Finance staff (“MEDC Staff”) to review for eligibility,
completeness, and adherence to MBDP guidelines, the information provided by the applicant and
to manage the MSF’s investment. Explanatory and background information is supplied in
summary form to provide context for the request and is drawn exclusively from materials
submitted by the applicant, and, as applicable, from other relevant third party sources utilized by
MEDC staff.

HISTORY OF THE APPLICANT

Cataphora is an employee-owned company headquartered in Menlo Park, CA. Since its inception
in 2002, Cataphora has pioneered technology to understand “digital character.” Originally used
in investigation and litigation, Cataphora’s technology is today used in a variety of corporate use
cases ranging from insider threat detection to business process automation. In 2011, Cataphora
sold its investigation and litigation support business to Ernst & Young. This has allowed
Cataphora to pursue broader market opportunities selling its software to large corporations and
government agencies, and to capitalize on the growing “Big Data” trend. Also in 2011,
Cataphora set up an initial presence in Ann Arbor to house its Quality Assurance department.

The Applicant has not received any incentives from the MSF in the past.
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PROJECT DESCRIPTION

The Applicant plans to expand their quality assurance presence tied to new customer growth in
the City of Ann Arbor, make investments and create jobs retated to the computer related services
industry.

a)
b)

d

The Applicant is a “Qualified Business”, as defined in MCL 125.2088¢(9)(b), that is
located and operates in Michigan.

The project will be located in the City of Ann Arbor. The City has offered a “staff,
financial, or economic commitment to the project” in the form of a one-time grant of up
to $25,000 for accelerator assistance through the Ann Arbor Local Development Finance
Authority.

The Applicant has demonstrated a need for the funding, The Company has indicated there
will be higher travel costs for employees located in Ann Arbor to meet with new and
existing customers who are primarily located in Chicago and Washington D.C. as wellas
traveling to the Company’s headquarters in California. The Company’s customers have
also indicated that new employees could be located onsite at the customer location and a
satellite office for the Company may not be required.

The Applicant plans to create 30 Qualified New Jobs above a statewide base employment
level of 3.

Pursuant to the program guidélines, the following was taken into consideration for the
proposed project: The Company indicates that investment and job creation will begin in
the winter of 2012, and the project results in a positive ROI for Michigan.

INCENTIVE OPPORTUNITY

This project involves the creation of 30 Qualified New Jobs, and a capital investment of up to
$206,000 in the City of Ann Arbor. The requested incentive amount fiom the MSF is $300,000

in the form of a performance-based grant. Please see below for more information on the
recommended action.

RECOMMENDATIONS

MEDC Staff recommends (the following, collectively, “Recommendation”):

a)
b

Approval of the MBDP Proposal as outlined in the attached term sheet (collectively,
“MBDP Proposal™);
Closing the MBDP Proposal, subject to available funding under the MBDP at the time of

closing (“Available Funding”), satisfactory completion of due diligence, (collectively,
“Due Diligence”), finalization of all MBDP transaction documents, and further subject to
the following terms and conditions: ‘
a. Commitment will remain valid for 90 days with approval for MSF Fund Manager
to extend the commitment an additional 30 days.

Cataphora, Inc.



APPROVAL AUTHORITY — MBDP SUPPORT MEMO
Michigan Economic Development Corporation

"_‘Ii:i)_l'l'l'é'l"l't Finance

Amy Deprez, Director, Iy

niol Vice President, Program Management

The Recommendation is approved subject to Available Funding and Completion of Due
Diligence, and execution of all MBDP transaction documents, all in accordatice with the MBDP

and its guidelines:

Note: To utilize the delegation authority granted by the MSF Board, the approval of the
Chairperson, and either the MSF Fund Manager of the MSF State Treasurer Director, are
required for this commitment under the MBDP:

Michigan Strategic Fund

e v

By: Michael A. Finney
Its: Chairman

By: Karla Carhpbe]l
Its: Fund Manager

Ol

By: Andy Dillon, State Treasurer
[ts: Director

Cataphora, Inc.



[ICHIGAN’

MICHIGAN BUSINESS DEV'ELOPMENT PROGRAM
Performance Based Grant Term Sheet

“The fol!owlng is a summary roftha htghitghts of the’ pro_|ect and basm terms for whlch the Company des:res grant suppert
from the Michigan Strategh: Fund ("MSF") under the Mlch|gan Business Development Program (”MBDP“] While the
MBOP Is operated and funded through the MSF, tecomimendation for appro\fal of a MBDP incentive award is presented
by the Michigan Economic Deveiopment Corporaticn ("MEDC") to the MSF‘_

Date: - _11/9/_2012

© 1. CompayNames

Base Employment

.-subm:tted by the Company to the MEDC
' t e_Companys statewide. employment
: ]evei m _1chlgan prlor 1o the proposed project.
" The . ‘Base - Emplayment -~ Level, - ncluding
”-__-identiﬁcation ‘of -the ‘Company data used to
aestablish. this level, shall be Included in the final

| MBDP. Incentive Award agreement
(f’Agraement") between the MSF and the
Company.
7. Total Qualified New Job Creation: 30 The minimum number of total Qualified New
{above Base Employment Level) Jobs the Compariy shall be required to create in

Michlgan {above the Base Employment Level), in
addltion to satisfying other milestones if
applicable, to be minimally etigible to receive the
full amount of tha MBDP Incentive Award. Each
Qualified New Job must be performed for
consfderation by a Michigan resident {whose
Michigan income taxes are withheld as required),
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and each Qualified New Job must be in excess of
the Base Employment Level, The final terms and
conditions of the requirements for the minimum
number of Qualifled New lobs that must be
cteated, including  provisiens  addressing
disbursements of portions of the MBDP Incentive
Award, shall be included In the final Agreement.

é-f'f- Sta) Date éf_Appr‘o’va! of MSF-Award -

i e ot

| .$206,200.. i lease custs, furniture, fixtures; equipment,
v machmerv, computers, oF any combmation thereof, for the

: Upon dernonstrated treation of 1 Qualified
New Job above the Base Employment. and
ver]_flcatlon of final approvai of municlpahty
suppart by no fater than Deécember 31,
2012,

. Up o $150,000-

b, Disbursement Milestone 2: Up ta $75,000 Upon  completion of  Disbursement
e Milestone 1, demonstrated creation of 5
Qualified New lobs abpve the B8ase
Employment Level, and demonstration that
the Company has secured a minimum of 55
miflien in new contracts from any source,
cash infusion, or any combination thereof,
and demonstration of an executed lease for
office space in the Clty of Ann Arbor for a
minimum of 60 months by no later than
December 31, 2013.
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c. Dishursement Milestone 3; Up to 575,000 Upon:  completion of  Disbursement
Milestone 1 and Dishursement Milestone 2,
and upon demonstrated creation of 24
additional Qualified New lobs above the
Base Employment Level, by no later than
December 31, 2015. '

1t.. Term of Agréeme_n_t: . o Execution of Agreement to December 31, 2017

: 12. Repayment Pru\rismns. . S :
S _:;jRepayment prowsmns are reqmred by law. The Repayment terms and condmons WIEI be effectwe through :

) param'eters outhn__ ' in th]S letter before the date uf approval by the MSF of the MBDP !ncentive Award _
e un!ess pr;or authonzed and coordibated with thé MEDC.

Ay f .ﬂnai M'BDP' I"nc"entive Award is contingent upon several factors, including: {i) submission by the Company of .a

; _completed appl:catmn and all other documentation required under the MBDP (ii) satisfactory municipality support {/li}

; avanab[e MSF- funding {iv) completion of financial review, business integrity review, required background checks, and
_ other business and legal review and due diligence 25 required, and the results of which must be satisfactory the MEDC,
-the__MS_E, and as applicable, the Chief Compllance Offlcer, {v) approval of an award by the MSF, and {vi} execution of a
findt Agreement containing the established milestones, repayment terms, reporting requirements, and all other detailed
terms and canditions, required by the MSF.

if the Company is interested in the MEDC pursuing a recommendation to the MSF for a possible MBDP [ncentive Award
for the Company along the above parameters, please sign and date this Term Sheet. if the MEDC does not receive the
signed Term Sheet from the Company by Movember 12, 2012, the MEDC may not he able to proceed with any
recommendation to the MSF,

Cataphora, Incorporated
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It5:

2012~ 1]~ 09

Dated:

A_l_:im.qwledged as recelved by:

'M_i:ch'igan Economlc 'Development Corparation

o Dot Fines Mg
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Execution Copy

CASE-32180
Amendment 1 to CASE-23769

Amendment One
to the
Michigan Strategic Fund
Michigan Business Development Program
' Grant Agreement
with
Cataphora, Inc.

This Amendment One (the".‘.Am.ehdment") dated January 17, 2013, is to the Michigan
_ Strategic Fund (the "MSF") Michigan Business Development Program Grant Agreement
with Cataphora Inc (the "Company") CASE-ZS?BQ (the "Agreement”).

'.:Pursuant to Sectlon 8 11 ofthe Agreement the Parties agree to amend the Agreement as
' follows ' ok C

second sentence of Key Mllestone Number One of Exhibit B of the -
"Dece_mber 31, 2012 with "March 31, 2013". :

© COMPANYACCEPTANCE:

o .Chie__f __informa_tion Officer

MSF ACCEPTANCE B Michigan Strategic Fund

Dated: . / / / @/ / 3

Karla K. Campbell 7 ,
Fund Manager




Execution Copy

CASE - 42812

Amendment Two
to the
Michigan Strategic Fund
Michigan Business Development Program
Grant Agreement -
with.
Cataphora Inc

This Amendment Two (the "Amendment").. ' d_Aprlt 4 2013 is to the Michigan
lopment Program Grant Agreement
(the "Agreement") .

: ‘2 ‘The Comp'_"
_'-__Nlanager that it

P --:ﬁ .Chief Inforrnatron OﬁlCG‘.I’

Michigan Strategic Fund .
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