This supplement to the conflict-of-interest policy of the Tennessee Department of Economic and
Community Development outlines the procedures for complying with the conflict-of-interest policy and
standards for equity/venture capital programs that receives funding under the State Small Business
Credit Initiative pursuant to The American Rescue Plan Act as prescribed by the United States Treasury
Department.

U.S. Treasury prohibits TNECD or its contracting entities from making or supporting investments into a
company using funding provided by or through SSBCI 2.0 if SSBCI Insiders have a personal financial
interest in the company which is considered a SSBCI Conflict. The following definitions apply to the
corresponding terms used in this Supplement:

¢ An “SSBCl insider” of an SSBCI equity/venture capital program is a person who, in the
12-month period preceding the date on which SSBCI support for a specific investment in
a venture capital fund or company is closed or completed:

o Was:

e a manager or staff member, whether by employment or contract, in the
jurisdiction’s SSBCI equity/venture capital program;

e agovernment official with direct oversight or jurisdiction over an SSBCI
equity/venture capital program, or such an official’s immediate supervisor;

e amember of the board of directors or similar body for a jurisdiction-sponsored
non-profit entity who, through such membership, has authority to vote on
decisions to invest SSBCI funds or has authority over the employment or
compensation of staff managing processes related to the investment of SSBCI
funds;

e a member of the board of directors or similar body for an independent non-profit
or for-profit entity that operates an SSBCI equity/venture capital program; or

e an employee, volunteer, or contractor on an investment committee or similar body
that recommends SSBCI investments for approval or approves SSBCI
investments under the SSBCI equity/venture capital program; or

o Exercised a controlling influence on jurisdiction decisions regarding:

e The allocation of SSBCI funds among approved equity/venture capital programs;

e Eligibility criteria for the SSBCI equity/venture capital programs; or

e The processes for approving investments of SSBCI funds under the SSBCI
equity/venture capital program.

¢ A “business partner” of an SSBCl insider is a person who owns 10 percent or more of
any class of equity interest, on a fully diluted basis, in any private entity in which an
SSBCl insider also owns 10 percent or more of any class of equity interest on a fully
diluted basis.

¢ A “family member” of an SSBCI insider means:
o Such person’s spouse, domestic partner, parents, grandparents, children,
grandchildren, brothers, sisters, stepbrothers, and stepsisters; and
o Any other relatives who live in the same household as the SSBCI insider.



¢ An “independent non-profit entity” means any non-profit entity that is not sponsored by
the jurisdiction.

¢ A “personal financial interest” means any financial interest derived from ownership or
right to ownership of, or lending to or other investment in, a private, for-profit entity that
may receive an SSBCI investment (including any financial interest derived from

ownership or right to ownership of, or investment in, a venture capital fund).

¢ A “jurisdiction-sponsored non-profit entity” is a non-profit entity that is:

(2)(i) created by legislation to pursue policies of the jurisdiction’s government; or

(ii) created by jurisdiction officials on behalf of the jurisdiction to pursue policies of the
jurisdiction’s government; or

(iii) privately created as a non-profit entity that is selected by jurisdiction officials
pursuant to specific legislation to pursue public policies on behalf of the jurisdiction’s
government; and

(2) over which the jurisdiction’s officials exercise a controlling influence through
budgetary decisions or other legislative action or direction.!

Subject to the exceptions described below, SSBCI funds may not be used by SSBCI

equity/venture capital programs to make or support investments in a company or venture capital
fund if an SSBCl insider, or a family member or business partner of an SSBCI insider, has a
personal financial interest in the company or venture capital fund. A prohibited conflict of
interest is deemed to exist even if the conflict is disclosed or the relevant individuals recuse
themselves from participating in the investment. Further, accepting a role as an SSBCl insider
does not require a person to divest financial interests in a company or venture capital fund
resulting from previous employment or personal investment activity. However, if a person is an
SSBCl insider, any company or venture capital fund in which the insider has a personal financial
interest is prohibited from receiving investments or financial support from SSBCI funds.

Exceptions to the general prohibition are as follows:

e A governmental entity or a jurisdiction-sponsored non-profit entity may use SSBCI funds
for follow-on investments in companies or venture capital funds if the entity has an
existing ownership or voting interest resulting from a prior investment of SSBCI funds or
non-SSBCI funds. Furthermore, in this circumstance, the entity may authorize
investments if an SSBCl insider serves on the board of directors of the company or
venture capital fund, if an SSBCI insider does not have a personal financial interest in the
company or venture capital fund and the entity’s prior financial interest is in compliance
with all applicable laws and rules.

l, (print full name), the undersigned, hereby certify and
agree to abide by the SSBCI conflict of interest policy/standards. | affirm that | understand that failure to
comply with the SSBCI conflict of interest policy shall be grounds for disciplinary action, up to and

1 In addition to control over the management of the non-profit entity, a jurisdiction may exercise a controlling influence
through a contractual arrangement, provided that the contract requires that jurisdiction officials review and pre-approve each
investment proposed to be made by the non-profit entity using SSBCI funds where the entity has an existing ownership or
voting interest resulting from a prior investment of non-SSBCI funds.



including dismissal, where appropriate and applicable. | affirm that failure to comply with the SSBCI
conflict of interest policy shall be grounds to un-enroll a particular transaction or use of administrative
expenses where applicable from its SSBCI program account if (1) TNECD or Treasury identifies a
potentially noncompliant use of funds; or (2) the Treasury Office of the Inspector General (OIG)
identifies an instance of noncompliance or misuse not characterized as reckless or intentional.

If, during my employment, where applicable, or participations in the SSBCI program my circumstances
relative to any of the above statements change, | will immediately disclose such information to my
supervisor where applicable or program administrator and immediately submit a new disclosure form
incorporating the new circumstance(s).

By my signature below, | affirm that all the above and below is true to the best of my knowledge and
belief, and | acknowledge that any material misstatement herein shall be adequate grounds for
disciplinary action, up to and including dismissal, where applicable and appropriate. | also affirm failure
to comply with the SSBCI conflict of interest policy shall be grounds to un-enroll a particular transaction
or use of administrative expenses where applicable from its SSBCI program account if (1) TNECD or
Treasury identifies a potentially noncompliant use of funds; or (2) the Treasury Office of the Inspector
General (OIG) identifies an instance of noncompliance or misuse not characterized as reckless or
intentional.

| declare no conflict of interest

| declare the following potential conflict of interest:

Sign and complete the following:

Employee/Program Participant Signature





