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Biotechnology Greenhouse Corporation of Southeastern Pennsylvania
(“BioAdvance”)

Summary of Proposed Investment Terms
for
Corporate Recipient

January 28, 2008
This summary is for discussion purposes and does not represent a funding commitment.  No obligations with respect to funding will arise unless and until a funding agreement has been signed by both BioAdvance and the recipient.
	Company
	_______, a ________ corporation.

	Amount of Financing
	Up to $500,000 (the “Funding Amount”).

	Types of Security
	Convertible promissory note (the “Note”).

	Interest
	Interest shall accrue at the rate of 8.0% per annum and shall be payable on the Maturity Date (as defined below).

	Funding Agreement
	The funding will be made by BioAdvance to the Company pursuant to a funding agreement (the “Funding Agreement”), which will describe, among other things, the use of proceeds, budget and funding terms.  

The funding will be disbursed based on the milestones specified in the attached Exhibit A.  The Funding Agreement will include customary representations and warranties of the Company and BioAdvance regarding the Company’s business, management and other material matters.  

Execution of the Funding Agreement by BioAdvance is contingent upon the Company. [identify special conditions, if any]

	Maturity


	All principal and accrued interest shall become due and payable, subject to BioAdvance’s conversion rights described below, on the [____] anniversary of the issuance of the Note (as may be extended or accelerated, the “Maturity Date”).  During the 90-day period preceding the stated Maturity Date, BioAdvance, at its sole election, may, upon written request from the Company, extend the Maturity Date up to an additional 24 months.  

	
	All principal and accrued interest shall become due and payable upon demand prior to the Maturity Date, subject to BioAdvance’s conversion rights described below, on the earlier of (a) receipt by BioAdvance of a notice from the Company of a change of control as defined below (a “Change of Control Notice”) or (b) the occurrence of an Event of Default.

	Prepayment Rights
	None.

	Automatic Conversion
	The outstanding principal amount and accrued interest on the Note shall be automatically converted (an “Automatic Conversion”) into shares of the Company’s preferred stock issued and sold pursuant to a Qualified Financing.  The number of preferred shares to be issued to BioAdvance shall be calculated by dividing the total principal amount plus accrued interest by the Automatic Conversion Price.

A Qualified Financing means the first issuance of preferred stock in one or a series of related transactions through which the Company receives gross proceeds of a minimum of $2,000,000 from a venture capital, private equity, or institutional investment firm or firms satisfactory to BioAdvance. 

The Automatic Conversion Price shall be equal to the price per share of the preferred stock issued in the Qualified Financing multiplied by a Discount Factor.  The Discount Factor will be _____ [typically 75%] if the Qualified Financing is closed on or before [     ], and ______ [typically 70%] if the Qualified Financing is closed thereafter. 

BioAdvance in its sole discretion elect to convert the Note and accrued interest thereon, on the terms described above, upon the issuance of preferred stock issued and sold other than in a Qualified Financing.

BioAdvance shall have the right, but not the obligation, to purchase additional shares of the Company’s preferred stock issued and sold pursuant to a Qualified Financing, at the price per share of the preferred stock into which the Note is converted.  The total amount of the additional purchase shall not exceed the total principal amount plus accrued interest of the converted Note, except by mutual agreement between BioAdvance and the Company.  

	Optional Conversion
	At any time following the earlier of (a) receipt by BioAdvance of a Change of Control Notice, (b) the occurrence of an Event of Default or (c) the date which is 30 days prior to the Maturity Date, BioAdvance shall have the right, in its sole discretion, to convert the outstanding principal amount of and accrued interest on the Note into  shares of common stock (the “Optional Conversion”).

	
	The Optional Conversion Price shall be the value per share as determined by dividing [$_____] by the number of Common Stock equivalent  shares outstanding immediately before the Optional Conversion (excluding shares resulting from conversion of the Note).

	Right of First Offer
	Following an Automatic or Optional Conversion, in the event that the Company proposes to offer or sell any new securities, BioAdvance shall have the right to purchase such securities, on terms specified in the offer notice, up to that portion of such New Securities required to maintain BioAdvance’s share of a common stock equivalent, calculated on an as-converted fully-diluted basis.

	Change of Control:
	BioAdvance shall be entitled to receive at least 30 days’ notice of any proposed Change of Control.

The outstanding principal amount of the Note together with all accrued interest shall become due and payable upon demand by BioAdvance immediately prior to a Change of Control, unless BioAdvance elects to convert the principal and accrued interest on the Note pursuant to the terms of a Optional Conversion, as described above.
A “Change of Control” means the consummation of (i) a reorganization, merger, consolidation or recapitalization of the Company (a “Business Combination”), other than a Business Combination in which more than 50% of the combined voting power of the outstanding voting securities of the surviving or resulting entity immediately following the Business Combination is held by the persons who, immediately prior to the Business Combination, were the holders of the voting securities of the Company; (ii) a complete liquidation or dissolution of the Company; (iii) a sale of all or substantially all of the Company’s assets; (iv) any transaction or series of related transactions (other than a Qualified Financing) that result in the issuance of capital stock, or the right to purchase capital stock, such that immediately after the issuance of such capital stock, the holders thereof would own an amount greater than 50% of the issued and outstanding capital stock on a fully diluted basis or (v) any transaction or series of related transactions in which the current holders of the voting securities of the Company sell or exchange more than 50% of the voting securities of the Company then held by such persons.

	Stockholders Agreement:
	Upon request from BioAdvance, after or in connection with an Automatic or Optional Conversion, the Company shall (if it has not already done so) enter into a stockholders agreement with all equity holders of the Company (the “Stockholders Agreement”) that includes customary provisions for a development stage company, including customary (a) transfer restrictions, (b) co-sale rights and (c) drag along provisions, all of which are reasonably acceptable to BioAdvance in each case.

	Restrictive Provisions:
	While the Notes are outstanding, the Company will not, without first obtaining the written consent of BioAdvance: (a) amend or repeal any provision of the Company’s governing documents (including the stockholders agreement) if the amendment to or repeal of such provision would have an adverse effect on BioAdvance; (b) enter into any transaction, other than employment or consulting agreements on a basis consistent with past practices, with any officer, director or beneficial owner of five percent (5%) or more of the common stock or any affiliate of any of the foregoing; (c) issue securities, other than options pursuant to an employee stock plan that has been approved by the Board; or (d) authorize or effect: any sale, lease, transfer or other disposition of all or substantially all of the assets, (ii) any merger or consolidation or other reorganization of the Recipient with or into another entity, (iii) the acquisition by the Recipient of another entity by means of a purchase of all or substantially of the equity interests or assets, including intellectual property rights, of such entity, or (iv) a liquidation, winding up, dissolution or adoption of any plan contemplating the same.

	PA Presence:
	The Company shall maintain a significant presence in Pennsylvania for a period of five years after the completion of the Project (the “Presence Period”).  If the Company fails to maintain such a presence, BioAdvance shall have the right, exercisable in its sole discretion, to cause the outstanding principal amount together with all accrued interest due on its Note to become due and payable.  In addition, the Company (or any successor) shall be required to pay a “Transfer Fee.”

The Transfer Fee shall be equal to 100% of that portion of the Funding Amount attributable to BioAdvance if the failure to maintain such a presence occurs on or before the first anniversary of the Note. Thereafter, the Transfer Fee shall decline by 20% each year, calculated on a pro rata basis each month (i.e., by 1/48th of the remaining 80% of the Funding Amount).

	Reporting Requirements:
	The Company will provide the following reports: (a) for as long as the Note remains outstanding, quarterly unaudited financial information, annual audited financial information and quarterly Project reporting with a final report due within 30 days following the completion of the activities specified in Exhibit A; and (b) for a period of five years from the execution of the Funding Agreement, annual performance reports related to the number of employees hired, capital raised, new licenses executed, new patents filed or issued, and other significant transactions.

	Termination Events:
	The obligation of BioAdvance to fund any undisbursed portion of the Funding Amount may be terminated at any time by (a) the mutual agreement of BioAdvance and the Company or (b) BioAdvance, as to its rights and obligations, in the event that the Commonwealth of Pennsylvania terminates, suspends or revokes its contract with BioAdvance, or (c) BioAdvance in the event that an Event of Default (as defined in the Notes) occurs.

	Events of Default:
	Each of the following events of default will result in the acceleration of the Maturity Date:

· Failure to pay interest and principal when due; failure to perform any other covenant contained in the Funding Agreement within 15 days following notice; certain bankruptcy events, and insolvency of the Company.

· If the Company discontinues its business, sells or disposes of any material assets of the Company, or ceases the prosecution or maintenance of any intellectual property material to the Company.

· If any indebtedness of the Company for money borrowed in excess of $10,000 becomes or is declared due and payable prior to the stated maturity thereof, or is not paid as and when it becomes due and payable, or any event occurs that constitutes, or that with the giving of notice or lapse of time, or both, would constitute, an event of default under any instrument, agreement or evidence of indebtedness relating to any such obligation of the Company.

· In the event that any representation, warranty or other statement by the Company in the application submitted by the Company to BioAdvance or the Funding Agreement (including the Schedules, securities and certificates delivered pursuant thereto) was not accurate and complete in all material respects when made and at the time of each advance of  the Funding Amount by BioAdvance.

	Board Representation:
	BioAdvance will have the right to designate one member of the Board of Directors until the later of a Qualified Financing or BioAdvance is the beneficial owner of less than 50% of the shares issued to BioAdvance pursuant to an Automatic or an Optional Conversion.  BioAdvance will have the right to designate one non-voting observer to attend all meetings until the earlier of (a) the Company’s Initial Public Offering, or (b) a Change of Control.

	Registration Rights
	BioAdvance shall be granted the same registration rights as other holders of the same class of preferred stock, but if no such registration rights are granted, BioAdvance will be granted piggyback registration rights for the shares of preferred stock issued to it upon conversion of the Note.

	Confidentiality
	The Company and its employees and directors will treat this Summary of Investment Terms and related negotiations as confidential and will limit the disclosure to the Company’s directors, officers, counsel, employees and agents who have a need to know.

	Terms Nonbinding
	This Summary of Investment Terms is not intended to be and does not constitute a legally binding obligation between the parties, except that the parties agree to be bound by the provisions of the Confidentiality section above.

	Governing Law
	Pennsylvania.


The undersigned, by executing this signature page, hereby executes, adopts and agrees to all terms, conditions and representations of this Funding Agreement.

	[__________]

	BIOTECHNOLOGY GREENHOUSE 
CORPORATION OF SOUTHEASTERN
PENNSYLVANIA d/b/a BIOADVANCE

	By:_______________________________

Name:

Title:
	By:_______________________________

Name:

Title:


Exhibit A

Funding Award
Applicant Name:  
[________]


Project Description:

Funding Amount:
$500,000


Budget:
Attached



Timelines:



	Milestones:


	Estimated Date

	Milestone 1:  


	

	Milestone 2:  


	

	Milestone 3:  


	


Drawdown Schedule:

	
	Draw Down Amount
	Condition to Draw Down

	Initial
	$

	Execute Funding Agreement

	1
	$

	Complete Milestone 1

	2
	$

	Complete Milestone 2 

	3
	$50,000


	Acceptance of Final Project Report


Allocation of Budget (add or delete columns depending upon proposed milestones and draw down requests):

	Proposed Task
	BioAdvance Funding
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	Draw Down 2
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