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Reporting Agency Overview

Reporting Agency Name

Mass Ventures

General Description
MassVentures meets critical capital needs in the Massachusetts innovation economy, providing seed and
early-stage venture funding to high growth startups as they move from concept to commercialization.

MassVentures, a Boston-based venture firm was formed in 1978 as a quasi-public corporation by the
Legislature of the Commonwealth of Massachusetts, governed by an independent Board of Directors, and
managed by experienced venture capitalists. Leveraging the entrepreneurial spirit, educated workforce,
and centers of innovation in Massachusetts, MassVentures has a track record of success with early-stage
ventures.

Agency Mission

-Help create employment through the investment of capital and expertise in technology-based enterprises
in the Commonwealth that have the potential for rapid growth;

-Target technologies, regions and companies that aren’t adequately served by private investors;
-Complement, not compete with, private venture and angel investors and leverage MassVentures’
investment dollars with private capital; and

-Nurture entrepreneurship among the citizens of the Commonwealth to stimulate long-term economic
development.

Agency Budget funded by the Commonwealth of Massachusetts

[$3,225,000.00 |
Agency Total Budget (including Commonwealth of Massachusetts funding)

[$5,800,000.00 |
Agency Budget funded by the Commonwealth of Massachusetts Expended

[$3,225,000.00 |




PROGRAM & INITIATIVES

Program / Initiative Information

Program / Inititiave #1

Name
MassVentures Equity Program

Program Citation (Legislation) - if applicable
Chapter 40G: Massachusetts Technology Development Corporation

Legislation Website Link - if applicable
https://malegislature.gov/Laws/GeneralLaws/Partl/TitleVII/Chapter40G

Bill Item Number - if applicable
Not Applicable

Program / Initiative Website Link - if one exists
WWW.Mass-Ventures.com

Description of Program / Initiative

The MassVentures’ equity program is a largely self-sustaining program that provides Seed and
Series A equity investment into promising Massachusetts-based technology companies.
MassVentures’ equity program relies primarily on realized gains from those investments to provide
the funds for operations and continued investment.

Fiscal Year 2018 Line Item Number G#HH## - ##H#H) - if applicable
Not Applicable

Fiscal Year 2018 Budget

$2,579,383.00

Total Fiscal Year 2018 Budget expended
[$3,345,418.00

Total Budget (Total $, including other sources)
$3,345,418.00

Details of additional funding sources



MassVentures' utilized cash generated from the realization of investments in the fiscal year on
additional operating expenses and investments into early stage technology companies.

Program / Inititiave #2

Name
MassVentures START Program

Program Citation (Legislation) - if applicable
For SBIR match funding progarm: Chapter 231: Massachusetts Life Sciences Center

Legislation Website Link - if applicable
https://malegislature.gov/Laws/GeneralLaws/Partl/Titlell/Chapter23I

Bill Item Number - if applicable
Not Applicable

Program / Initiative Website Link - if one exists
WWW.Mass-Ventures.com/start-program

Description of Program / Initiative

The MassVentures’ START program is competitive and graduated grant financing program to
previous Small Business Innovation Research (“SBIR”) Phase Il grant awardees to help accelerate
the commercialization of technologies and products developed with Federal resources. START
winners receive technical assistance as well as grants ranging from $100,000 - $500,000.
MassVentures’ START program is funded annually by the Commonwealth.

Fiscal Year 2018 Line Item Number G#HH# - ##H#) - if applicable
Not Applicable

Fiscal Year 2018 Budget

$3,225,000.00

Total Fiscal Year 2018 Budget expended
[$3,625,000.00

Total Budget (Total $, including other sources)
$3,625,000.00




Details of additional funding sources

* In fiscal 2017 and 2018, MassVentures also entered into an agreement with the Massachusetts
Clean Energy Technology Center (“MassCEC”) whereby MassCEC funded the program with
$400,000 to be used to award $200,000 in Phase | grant awards and $200,000 in Phase Il grant
awards.

* In total, MassVentures awarded $3,400,000 in awards to 19 Massachusetts’ companies.




OUTCOMES OF GOALS LISTED WITHIN AGENCY'S FISCAL YEAR 2018
OFFICE OF PERFORMANCE MANAGEMENT & OVERSIGHT ANNUAL PLAN

Goal:

Opportunities for All Category:

x Business x Citizens

x Communities

Strengthen & support the Massachusetts innovation economy and community

- Invest capital in select,
promising, high-growth
companies in the
Commonwealth

- Administer START
program to accelerate the
commercialization of
products & technologies

- Provide counsel, direction,
technical assistance and
mentoring to start-up
entrepreneurs

new companies and invest
$500,000 - $1,000,000n for
expansion of 5 existing
companies

- Grant $3,000,000 in SBIR
related funds to 17
companies and expand Mass
CEC partnership to invest at
least $400,00 in 3 companies

- Collaboration with
companies regarding
mentoring, partnership and
introductions that drive
business growth and
commercialization of
products & technologies
evidenced by revenue growth
and partnerships formed

Relevant Program(s) & Metrics Completed? Results
Initiative(s) -or-
Reason why not complete
Equity Program - Invest appx $1,200,000 in 4 |Yes - Invested $750,000 in 3 new

investments

- Invested $1,825,243 in 8
existing companies

- Granted $3,000,000 in Small
Business Innovation Research
(SBIR) related funds to 17
companies and granted
$400,000 om Small Business
Innovation Research (SBIR)
related funds to 3 companies as
part of partership with Mass
Clean Energy Center

- Worked closely with the active
portfolio in acheiving a company
sale (Grapevine), additional
equity financing (ClearGov,
Content Raven, Jebbit, Life
Image, Machine Metrics),
management counselung
(Edaris, Grapevine). *Additional
details in Technical Assistance
section




START Program

- Invest capital in select,
promising, high-growth
companies in the
Commonwealth

- Administer START
program to accelerate the
commercialization of
products & technologies

- Provide counsel, direction,
technical assistance and
mentoring to start-up
entrepreneurs

- Grant $3,000,000 in SBIR
related funds to 17
companies and expand Mass
CEC partnership to invest at
least $400,00 in 3 companies

- Collaboration with
companies regarding
mentoring, partnership and
introductions that drive
business growth and
commercialization of
products & technologies
evidenced by revenue growth
and partnerships formed

Yes

- Granted $3,000,000 in Small
Business Innovation Research
(SBIR) related funds to 17
companies and granted
$400,000 om Small Business
Innovation Research (SBIR)
related funds to 3 companies as
part of partership with Mass
Clean Energy Center
*Additional details in Technical
Assistance section




INVESTMENTS AND GRANTS AWARDED OR PROVIDED BY THE AGENCY
DURING FISCAL YEAR 2018

Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or o
Investment

Equity ClearGov Equity Investment; Series Seed-2 Preferred $250,000.00 Hopkinton

Program Stock - $2,230,000 total round size

Equity Content Equity Investment; Series A-2 Preferred Stock | $277,685.00 Framingham

Program Raven - $1,881,114 total round size




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment
Framingham FairMarkIT Equity Investment; Series Seed Preferred $150,000.00 Boston

Stock - $840,000 total round size

Equity Edaris Health Equity Investment; Series C Preferred Stock - $90,000.00 Waltham
Program $1,667,595 total round size




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or' =
Investment

Equity Horsepower Equity Investment; Series A Preferred Stock - = $300,000.00 Lowell

Program $4,585,000 total round size

Equity Jebbit Equity Investment; Series A Preferred Stock - = $303,196.00 Boston

Program $5,383,152 total round size




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or' =
Investment

Equity Lifelmage Equity Investment; Series B Preferred Stock - | $160,000.00 Newton

Program $6,500,000 total round size

Equity Machine Equity Investment; Convertible bridge note - $273,043.00 Northampton

Program Metrcis $1,963,027 total round size




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or' =
Investment

Equity OwnerlQ Equity Investment; Series H Preferred Stock - = $300,002.00 Boston

Program $4,600,000 total round size

Equity Spiro Equity Investment; Series Seed Preferred $300,000.00 Boston

Program Techmologies Stock - $1,260,000 total round size




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or =
Investment
START Adaptive Stage 1 Grant - Adaptive Surface $100,000.00 Cambridge
Program Surface Technologies, Inc. (AST) is an industrial
Technologies, technology company that produces materials
Inc. and coatings that repel fluids, contaminants,

and biological fouling. Their products can be
used for a wide range of industrial, marine, and
medical applications, while protecting and
improving the environment.

START Apprendis, Stage 1 Grant - Apprendis’ flagship product, $100,000.00 Berlin
Program LLC Ing-ITS, is a science learning platform with

simulations for Physical, Life, and Earth

Science — all aligned with NGSS standards.

Students engage in interactive science labs

while receiving real time coaching. Teachers

get alerts when kids struggle. Schools get the

data they need to demonstrate growth.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment
START Battery Stage 1 Grant - Battery Resourcers recycles $100,000.00 Worcester
Program Resourcers, lithium ion batteries such that the recovered
Inc. components can be used in new batteries.
START C-2 Stage 1 Grant - C-2 Innovations designs and $100,000.00 Stow
Program Innovations, builds all-weather amphibious robots for
Inc. monitoring, sampling and mapping various

terrains.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment
START CF Stage 1 Grant - Innovator and environmental $100,000.00 Hyde Park
Program Technologies, award winner CF Technologies, Inc. of Hyde
Inc. Park introduces a process converting rancid,

zero-value, environmental-burden, brown
grease into high quality biodiesel using
efficient supercritical fluids and catalytic
conversion technologies.

START CueThink, Stage 1 Grant - CueThink has built a peer-to- $100,000.00 North Reading

Program Inc. peer platform that improves students’ critical
thinking skills and math collaboration in K-12
classrooms. The application provides
consistent language and problem solving
structure for students to excel on performance-
based assessments. CueThink is a winner of
the NewSchools Venture Fund Math
Challenge grant and was awarded a 5-star
rating for pedagogy by Common Sense
Education.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment

START Manus Bio Stage 1 Grant - Manus Bio recreates plant $100,000.00 Cambridge
Program processes in microorganisms to produce

natural ingredients through fermentation. Our

microbial platform has been optimized to

convert inexpensive carbon and plant-derived

substrates into rare and expensive ingredients

with applications as flavors, fragrances, food

ingredients, cosmetics, vitamins,

pharmaceuticals and agricultural chemicals.

START Physical Stage 1 Grant - Physical Sciences Inc. has $100,000.00 Andover
Program Sciences, Inc.|developed a low cost, rapid coating technology

that allows for lower cost, higher energy

density batteries.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or =
Investment
START Quantum Stage 1 Grant - Quantum Diamond $100,000.00 Somerville
Program Diamond Technologies, Inc. (QDTI) is using its unique
Technologies, quantum sensing technology to create a novel,
Inc. magnetic-based detection platform that will

enable rapid, simple, low cost and
ultrasensitive diagnostics instruments for the
Life Sciences, Central Lab and Point of Care
environments.

START Solchroma Stage 1 Grant - Solchroma Technologies is $100,000.00 Somerville
Program Technologies, building the world’s most vivid reflective digital
Inc. displays for Smart Cities and urban

environments.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment

START TelAztec LLC Stage 1 Grant - TelAztec LLC has developed $100,000.00 Burlington
Program and manufactures its patented “RANDOM”

type anti-reflection (RAR) nano-textures that

are nanometer scale textures etched directly

into the bulk optical material that provide

extreme optical performance with no added

absorption, unsurpassed laser damage

threshold levels, and extended lifetimes for

high energy laser optics

START Unigarta, Inc. ' Stage 1 Grant - Uniqgarta is a Cambridge- $100,000.00 Cambridge
Program based startup commercializing an ultra-high-

speed component placement solution for next

generation microLED displays offering superior

picture quality and greatly reduced power

consumption.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
= Or =
Investment
START Massachusett Stage 2 Grant - Massachusetts Materials $200,000.00 Waltham
Program s Materials  Technologies (MMT) developed and is
Technologies bringing to market test instruments for
LLC nondestructive evaluation of mechanical

strength of components and assets — both
actively in the field or at factories and
warehouses — without the need to extract
samples for destructive laboratory strength
tests. MMT’s initial customers operate high-
pressure oil and gas transmission pipelines
where service interruption is not an option and
more accurate pipe strength data is needed to
extend the service life and operational limits of
aging assets.

START Metamagneti |Stage 2 Grant - Metamagnetics is $200,000.00 Westborough
Program cs, Inc. commercializing Autotune Filter technology, a

new approach to electromagnetic interference

mitigation in communications systems ranging

from 4G LTE and public safety networks to

tactical datalinks and satellite communications.

Metamagnetics’ solution helps reduce size,

weight, and cost while improving resiliency and

interoperability of wireless communications

systems.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment
START Silverside Stage 2 Grant - Silverside Detectors is $200,000.00 Cambridge
Program Detectors, developing next-generation nuclear radiation
Inc. detectors that help governments reduce the

threat of nuclear terrorism. Silverside’s neutron
detector provides state-of-the-art detection
efficiency at a fraction of the cost of currently
deployed detectors, allowing significant
expansion of detection coverage in ports,
borders, and in networks around cities.
Silverside works directly with federal agencies
and local first responders to provide the best
science in the most practical, user-oriented

solutions.
START Spero Stage 2 Grant - Spero Devices is developinga  $200,000.00 Acton
Program Devices, Inc. high-performance accelerator chip for

extended reality applications in mobile
platforms, enabling real-time, low power
performance at a dramatically reduced price
point.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment

START VocallD, Inc. Stage 2 Grant - VocaliD is a voice Al company | $200,000.00 Belmont
Program that creates an infinite variety of affordable and

customized digital voices to empower

individuals and brands to be heard in their own

voice.
START Xilectric, Inc. ' Stage 2 Grant - Xilectric has developed a new | $200,000.00 Fall River
Program technology that mitigates damage to Li-ion

batteries from elevated temperature and high
cell potentials. Their technology helps cell
manufacturers provide superior energy storage
products with lower cost of total ownership to
their customers.




Award Overview

Name of Name of Description of Award or Investment Amount Municipality of
Award Recipient (it applicable) Recipient
Program
-or-
Investment
START Cambrian Stage 3 Grant - Cambrian Innovation provides = $500,000.00 Watertown
Program Innovation,  distributed wastewater treatment and resource
Inc. recovery solutions for industrial businesses.

Cambrian’s award-winning EcoVolt® product
suite offers cost-effective and sustainable
options for onsite wastewater treatment, water
reuse, and clean energy generation to some of
the top names in food and beverage
processing, including Lagunitas Brewing
Company, Bear Republic Brewing Company,
Russian River Brewing Company, and
Rombauer Vineyards, among others.

START Dynamo Stage 3 Grant - Dynamo Micropower provides = $500,000.00 Somerville
Program Micropower the oil and gas industry with a game changing
Corp. power solution called the PowerCore, which is

able to burn Any-Gas for fuel to power Any-
Load found in the field. The solution, based on
a novel gas turbine, reduces energy costs by
up to 80% for customers.




TECHNICAL ASSISTANCE PROVIDED BY THE AGENCY
DURING FISCAL YEAR 2018

Description of Technical Assistance Provided Municipality of
Recipient

MassVentures provides critical technical assistance through two avenues — through its START
program and through its investments program.
a.* MassVentures’ START program technical assistance is summarized below:

a. MassVentures’ START program technical assistance is summarized below:

Bob Weiss and John Fitzpatrick of Technology Transitions oversee the execution of the START
program under the supervision of MassVentures. We have selected this highly qualified team because
of their knowledge of the Small Business Innovation Research (SBIR) process and the many
Massachusetts companies who have received Small Business Innovation Research (SBIR) funding.
Bob Weiss is the former CEO of Physical Sciences Inc. (PSI), is highly regarded in the industry and
brings credibility to the program. John Fitzpatrick is a lawyer, experienced in Intellectual Property
development as well as having worked for an economic development entity.

The direct Technical Assistance provided to grantee companies from Technology Transitions is
summarized below. We note that this equates to slightly more than $4,000 per company. For many,
the value they receive is orders of magnitudes higher.

There are 50 companies that have received START awards and their Technical Assistance needs vary
by company. The Technical Assistance that they receive is based on their individual needs. Both
Technology Transitions and Mass Ventures provide Technical Assistance. Technology Transitions
conducts site visits of each company that receives an award in a given year and has additional
meetings at the MassVentures office and via telephone. The Technical Assistance provided by
Technology Transitions includes:

« Structuring grantee company presentations and providing coaching on the delivery of presentations;
« Facilitating introductions to potential funders of capital;

« Introductions to potential customers and distribution partners;

« Providing strategic advice on product positioning and product pricing;

* Creation and review of annual business plans.

MassVentures also provides direct Technical Assistance to grantee companies. The Technical
Assistance provided by MassVentures includes:

» Coaching on the delivery of company and investor presentations;

« Introductions to prospective capital providers;

« Organizing and hosting networking events to raise grantee company awareness in the community;
* Business plan coaching and analysis.




Description of Technical Assistance Provided Municipality of
Recipient

b. MassVentures’ investment program technical assistance is summarized below:
MassVentures provides direct Technical Assistance to companies in which it invests. The Technical
Assistance provided by MassVentures includes:

» Coaching on the delivery of company and investor presentations;

« Introductions to prospective capital providers;

« Introductions to potential customers and distribution partners;

« Providing strategic advice on product positioning and product pricing;

« Creation and review of annual business plans;

 Support with the recruitment of management and employees;

* Organizing and hosting networking events to raise company awareness in the community;

Built "land and expand" sales model for teh Comapny. Set up customer meetings with New Balance, [Boston
Epsilon, VistaPrint, Target, and Anheuser Busch. Set up company presentation/pitch review with a
trusted advisor. Worked with Company management to implement velocity sales model, ideal
customer, and pitch. Introduced several potential employees and helped with maternity/paternity
policy.

Built "land and expand model" for teh Company; rebuilt board package, interviewed potential Framingham
employees, attended Gilbane Conference with the Company and Pearson (a valued customer);
arranged CFO interviews; developed and finalized company capital raising pitch deck; worked with the
Company on identifying potential investors and acquirer; makde introduction to new outside law firm;
made intreoduction to several new potential employees; worked with the Company on a potential
sales tax issue; made introduction to potential customers (Quality Interactions, PDT Global and
Positive Coaching Alliance).

Made introduction to potential investment bankers at Morgan Stanley and Deutsche. Assisted Cambridge
Company CEO with capital raise and exit strategy.

Worked with Company CEO on 2018 growth strategy; made prospective investor introductions; Watertown
assited with development of company presentation for seeking new outside equity capital.

Introduced the Company to prospective third party lenders. Concord
Introduced the Company to prospective third party investors. Newburyport
Introduced the Company to prospective third party acquirors. Cambridge

Introduced the Company to prospective third party investors and customers. Boston




LOANS, REAL ESTATE LOANS, WORKING CAPITAL LOANS AND GUARANTEES

APPROVED BY THE AGENCY IN FISCAL YEAR 2018

‘Not Applicable }




OTHER FINANCIAL ASSISTANCE PROVIDED

_ CHEIAAORASSERERRORES
_

Not Applicable




PATENTS & PRODUCTS RESULTING FROM AGENCY-FUNDED ACTIVITIES

Name of Recipient Funded By (program, initiative) Description

Content Raven Equity Program Launched a local version of their software
platform in China

ClearGov Equity Program Launched a new version of their product
for school administrators

Jebbit Equity Program launched their declared data platform

Dynamo Micropower START Program Filed: Feb 21, 2018 App # 15901659 non-
prov US + PCT: Control of fuel flow for
power generation based on DC link level




Name of Recipient

Spero Devices

Funded By (program, initiative)
START Program

Description

. Application number 62611870:
"Digital Architecture Supporting Analog Co-
Processor"

. Application number 62664683:
"Application of Analog Co-Processor to
Simultaneous Localization and Mapping"

. Application number 62692343:
"High Precision, Low Variability, Low
Power Nanotechnology Device Structure"

Xilectric

START Program

filed provisional 9/17 using MV START |

Cambrian Innovation

START Program

* Filed 2 provisional patent applications
* Filed 4 continuation/divisional patent
applications

* Filed 1 new PCT/US utility patent
application

» Had 3 patents granted in US

» Had 3 patents granted internationally
(outside of US)




OFFICE OF PERFORMANCE MANAGEMENT AND OVERSIGHT

POINT OF CONTACTS

Point of Contact for Head of Agency

Name
Walter M. Bird

Title
President

Agency
MassVentures

Email Address
jbird@mass-ventures.com

Phone Number (123-456-7890)
617-226-2823

Point of Contact for Performance Reporting Matters

Name
John Lawrence

Title
Controller

Agency
MassVentures

Email Address
jlawrence @mass-ventures.com

Phone Number 123-456-7890)
617-226-2844
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Massachusetts Technology Development Corporation
d/b/a MassVentures
(a component unit of the Commonwealth of Massachusetts)
Management’s Discussion and Analysis
For the Years Ended June 30, 2018 and 2017

Unaudited

The following discussion and analysis provides management's overview of the financial position of the
Massachusetts Technology Development Corporation, d/b/a MassVentures (the Corporation) as of June 30,
2018 and 2017, and the results of its operations and cash flows for the years then ended. This management's
discussion and analysis is unaudited and should be read in conjunction with the Corporation’s audited
financial statements and notes, which are attached hereto.

General Overview

The purpose of the Corporation is to provide financial and other assistance to innovative technology-based
enterprises in Commonwealth of Massachusetts (the “Commonwealth”) that have the potential to expand
and generate new jobs and tax revenues. The Corporation seeks to i) target technologies, regions and
companies that are not adequately served by private investors; ii) complement, not compete with, private
venture and angel investors and leverage the Corporation’s investment dollar with private capital; and iii)
nurture entrepreneurship among the citizens of the Commonwealth to stimulate long-term economic
development. The Corporation seeks to realize appropriate financial returns to enable it to be self-sufficient.
The Corporation is governed by a Board of Directors consisting of eleven members, eight of whom are
appointed by the Governor of Massachusetts from the private sector and three of whom are public officials.
In June 2012, the Corporation began doing business as MassVentures.

Enabling Legislation and Funding Sources

The Corporation was created as a body politic and instrumentality of the Commonwealth on October 19,
1978, pursuant to Chapter 497 of the Acts of 1978.

The Corporation’s original investment funds were provided in 1979 by a $2,000,000 grant (including
$28,000 in start-up costs) from the Economic Development Administration (“EDA”), U.S. Department of
Commerce. Under this grant, the Corporation makes loans from a revolving loan fund to eligible borrowers,
defined as Massachusetts-based businesses with operations involving a significant amount of technology,
which are located in EDA Title IV redevelopment areas and which meet the requirements of the
Corporation’s enabling act.

During the year ended June 30, 1981, the Corporation was awarded a $1,000,000 grant under the
Corporations for Innovation Development (“CID”) program of the U.S. Department of Commerce. The
grant award was for the purpose of establishing a second revolving loan fund to assist in the creation and
development of small, innovative high-technology companies in Massachusetts. In addition, the
Commonwealth appropriated $1,000,000 to the Corporation as matching funds for the federal grant. The
Commonwealth appropriation is restricted to equity investment. The CID program was cancelled during
the year ended June 30, 2003. Restricted cash for investment programs of $407,839 was returned to the
U.S. Department of Commerce representing their portion of the remaining grant.



Each year from fiscal years 1982 to 1988, the Commonwealth appropriated additional amounts to
supplement the Corporation’s investment fund. There were no geographical limitations within
Massachusetts for these funds. The Commonwealth appropriated additional amounts to the Corporation’s
investment fund of $5,000,000 in fiscal year 2004, $2,500,000 in fiscal year 2007 and $1,000,000 in fiscal
year 2015. The cumulative amount of all appropriations received from the initial funding in 1981 through
June 30, 2018 totaled $13,700,000.

Under the terms of the grants of investment funds from the federal government and the Commonwealth,
principal repayments and costs recovered are returned to the Restricted for Investment Programs Fund to
be reinvested in accordance with the criteria required by the grants’ provisions and the Corporation’s
enabling legislation and policies. In addition, the Corporation has transferred $48,700,379 cumulatively
through fiscal year 2018 to the Restricted for Investment Programs Fund to be reinvested in accordance
with the criteria required by the Corporation’s enabling legislation and policies. The transferred funds were
derived from earnings and gains realized on past investments by the Corporation.

Financial Statements

The Corporation's financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as promulgated by the Governmental Accounting
Standards Board (GASB).

The Statement of Net Position presents the financial position of the Corporation. It provides information
about the nature and the amount of resources (assets), plus deferred outflows of resources (as applicable),
obligations (liabilities), plus deferred inflows of resources (as applicable), and net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the Corporation is improving or deteriorating.

The Statement of Revenues, Expenditures, and Changes in Net Position presents information showing how
the Corporation's net position changed during the fiscal year presented. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods. The change in net position may be useful in assessing whether the
financial position improved or deteriorated for the year.

The Statement of Cash Flows presents the cash activities segregated by the three major cash flow categories:
general support activities, capital activities, and restricted for investment program activities. This statement
may be useful in determining changes in liquidity and in understanding how cash and cash equivalents were
used during the years presented.

The notes to the financial statements describe significant accounting policies adopted by the Corporation
and provide additional information that is essential to a full understanding of the data presented in the
financial statements.

Financial Highlights

e Total assets of the Corporation decreased from $27,627,704 at June 30, 2017 to $21,387,162 at
June 30, 2018 primarily due to a decrease in the unrealized value of the Corporation’s investments
offsetting the increase in cash resulting from realized gains on the sale of the Corporation’s assets.

e During the year ended June 30, 2018, the Corporation made new investments totaling $1,795,128
and had realized gains or losses on investments with a cost basis of $1,840,981.



Financial Highlights (continued)

e The cost of investments held decreased from $10,973,800 at June 30, 2017 to $10,937,693 at June
30, 2018 primarily due to the cost of realized investments in fiscal year 2018 exceeding the cost of
new investments made during the fiscal year.

e The Corporation made $3,400,000 of grant awards during the year ended June 30, 2018 under its
SBIR Targeted Technologies (“START”) Program, as compared to $3,400,000 in START awards
during the year ended June 30, 2017.

Financial Analysis

Statement of Net Position

Statement of Net Position

June 30, 2018 June 30, 2017

Total Total
Total Investments, at market $ 7,692,832 $ 19,754,951
Total Assets 21,387,162 27,627,704
Total Liabilities 337 041 3,727,818
Total Fund Balance 21,050,121 23,899,885
Total Liabilities and Fund Balance $ 21,387,162 $ 27,627,704

Total assets decreased $6,240,542 in the current year, primarily due to the decrease in the carrying value of
the Corporation’s investments and the decrease in START awards receivable as funds were received prior
to year-end in fiscal 2018.

Total liabilities decreased $3,390,778 in the current year primarily as a result of the decrease in grants
payable as grants were paid out prior to year-end in fiscal 2018.

Total fund balance decreased $2,849,764 in the current year primarily due the excess of net unrealized
losses on investments in addition to the Corporations interest revenue and other income exceeding the net
realized gains and expenses of the Corporation for the current year.

Investment and Grants

The Corporation provides financial assistance to innovative technology-based enterprises in
Commonwealth. Financial assistance may come in the form of grants, equity investments or debt
investments. During the fiscal year ended June 30, 2018, the Corporation provided a total of $5,195,128 in
assistance consisting of $3,400,000 in START awards and $1,795,128 in equity and debt investments.
Financial assistance in fiscal 2018 increased by $811,300 as compared to fiscal 2017 primarily as a result
of an increase in equity and debt investments.




Statement of Revenues, Expenditures and Changes in Net Position

Statement of Revenues, Expenditures and Changes in Net Position

Other income
Interest revenue
Total Revenue

Operating expenses
Operating loss

Grants received
Grants disbursed
Net grants

Net realized gains (losses) on investments
Net unrealized gains (losses) on investments
Total net gains

Increase (Decrease) in Fund Balance

Fund Balance, beginning of year
Fund Balance, end of year

Fiscal year ended June 30

2018 2017
$ 275000 $ 275000
204,385 56,681
479,385 331,681
1,550,290 1,324,388
(1,070,905) (992,707)
3,400,000 3,400,000
3,400,000 3,400,000
10,247,153 (811,210)
(12,026,012) 2,121,965
(1,778,859) 1,310,755
$ (2849764) $ 318,048
$ 23,899,855  $ 23,581,837
$ 21050121 $ 23,899,885

The operating loss increased by $78,198 in the current year primarily due to the increase in expenses more
than offsetting an increase in interest income as a results of higher interest rates.

Operating expenses include all personnel, occupancy, professional and consulting, START administration

and all other business expenses associated with the Corporation’s operations.

Total net gains decreased by $3,089,614 in the current year primarily due to the change in net unrealized

gains.



Statement of Cash Flows

Statement of Cash Flows

Fiscal year ended June 30

2018 2017
Net cash general support activities $ (3,068,100) $ 1,201,110
Net cash capital activities (1,237) (4,253)
Net cash restricted for investment programs activities 10,283,261 (647,360)
Net increase in cash and cash equivalents 7,213,924 549,497
Cash and cash equivalents, beginning of year 6,370,286 5,820,789
Cash and cash equivalents, end of year $ 13,584,210 $ 6,370,286

Cash and cash equivalents were $13,584,210 at June 30, 2018 compared to $6,370,286 at June 30, 2017.
This $7,213,924 increase is due primarily to an increase in cash due to the realization of certain portfolio
investments.

Net cash restricted for investment programs activities for the year ended June 30, 2018 consists of
$1,795,128 in equity and debt investments made into innovative technology-based enterprises by the
Corporation and $1,840,981 in proceeds received from the sale or retirement of equity and debt investments.
Net cash restricted for investment programs activities for the year ended June 30, 2017 consists of $983,828
in equity and debt investments made into innovative technology-based enterprises by the Corporation and
$336,468 in proceeds received from the sale or retirement of equity and debt investments.

Requests for Information

The Corporation's financial statements are designed to present readers with a general overview of the
Corporation's finances. Additional financial information, including official statements relating to the
Corporation's investments and programs can be found on the Corporation's website www.mass-
ventures.com.  Questions concerning the financial statements or requests for additional financial
information should be addressed to the President, MassVentures, 308 Congress Street, 5" Floor, Boston,
Massachusetts 02210.




N Katz, Nannis + Solomon, PC
Ml Certified Public Accountants

+

Independent Auditors’ Report

To the Board of Directors

Massachusetts Technology Development Corporation
d/b/a MassVentures

Boston, Massachusetts

We have audited the accompanying financial statements of Massachusetts Technology Development
Corporation d/b/a MassVentures (the "Corporation™), which comprise the statements of net position, as of June
30, 2018 and 2017, and the related statements of revenues, expenditures and changes in net position and cash
flows for the years then ended and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant estimates made by management, as well as evaluating the overall financial
statement presentation.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets,
liabilities and fund balance of Massachusetts Technology Development Corporation d/b/a MassVentures as of
June 30, 2018 and 2017, and the results of its operations, and changes in its fund balance, and cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages i through v be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

3%5,7{4“» v Lo, ¢,

October 15, 2018
Waltham, Massachusetts



Massachusetts Technology Development Corporation

d/b/a MassVentures
Statements of Net Position

June 30,
2018 2017
Assets
General Support
Cash, cash equivalents and short-term investments $ 10,170,757 $ 1,002,685
Prepaid expenses and deposits 22,731 22,890
Office equipment and software at cost, less accumulated
depreciation and amortization of $58,047 in 2018
and $51,212 in 2017 34,808 31,343
Capitalized interest on note conversion 52,581 48,234
Internally designated - cash, cash
equivalents and short-term investments 231,615 231,615
Total General Support 10,512,492 1,336,767
Restricted for Investment Programs
Investments, at cost 10,937,693 10,973,800
Unrealized net gain (loss) on investments (3,244,861) 8,781,151
Total Investments, at Market 7,692,832 19,754,951
Internally designated - cash, cash
equivalents and short-term investments 3,181,838 5,135,986
Grants receivable - 1,400,000
Total Restricted for Investment Programs 10,874,670 26,290,937
Total Assets $ 21,387,162 $ 27,627,704
Liabilities and Fund Balances
General Support
Accounts payable and accrued liabilities $ 323,633 $ 326,175
Distribution payable to Commonwealth of Massachusetts 1,644 1,644
Lease payable, net of long term portion 3,064 -
Lease payable, long term portion 8,700 -
Fund balance 10,175,451 1,008,948
Total General Support 10,512,492 1,336,767
Commitments and Contingencies (Note J) - -
Restricted for Investment Programs
SBIR grants payable - 3,400,000
Fund balance 10,874,670 22,890,937
Total Restricted for Investment Programs 10,874,670 26,290,937
Total Liabilities and Fund Balances $ 21,387,162 $ 27,627,704

See accompanying notes.
3.



Massachusetts Technology Development Corporation

d/b/a MassVentures

Statements of Revenues, Expenditures and Changes in Net Position
Years Ended June 30,

2018 2017
Restricted Restricted
for for
General Investment General Investment
Support Programs Total Support Programs Total
Revenues

Realized gains on equity investments $ 10,237,408 $ - $ 10,237,408 $ 174542 $ - 8 174,542
Realized gains (losses) on debt equity & investment: - 9,745 9,745 - (985,752) (985,752)
Change in unrealized net gain (loss) on investments - (12,026,012) (12,026,012) - 2,121,965 2,121,965
Grants from Massachusetts Clean Energy Technology Centel - 400,000 400,000 - 400,000 400,000
Grants from Mass Growth Capital Corporation - 3,000,000 3,000,000 - 3,000,000 3,000,000
Interest 204,385 - 204,385 56,681 - 56,681
Management fees and other 275,000 - 275,000 275,000 - 275,000
Total Revenues 10,716,793 (8,616,267) 2,100,526 506,223 4,536,213 5,042,436

Expenditures
Grants - 3,400,000 3,400,000 - 3,400,000 3,400,000
General support 1,550,290 - 1,550,290 1,324,388 - 1,324,388
Total Expenditures 1,550,290 3,400,000 4,950,290 1,324,388 3,400,000 4,724,388
Excess (Deficiency) of Revenues Over Expenditures 9,166,503 (12,016,267) (2,849,764) (818,165) 1,136,213 318,048
Interfund transfers - - - - - -
Fund balances, beginning of year 1,008,948 22,890,937 23,899,885 1,827,113 21,754,724 23,581,837
Fund Balances, End of Year $ 10,175,451 $ 10,874,670 $ 21,050,121 $ 1,008,948 $ 22,890,937 $ 23,899,885

See accompanying notes.
4.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Statements of Cash Flows

Years Ended June 30,
2018 2017
General Support Restricted for General Support Restricted for
Internally Investment Internally Investment
Unrestricted Designated Programs Total Unrestricted Designated Programs Total

General Support Activities
Excess (deficiency) of revenues over expenses $ 9,166,503 $ - $ (12,016,267) $  (2,849,764) $ (818,165) $ -3 1,136,213 $ 318,048
Adjustments to reconcile excess (deficiency) of
revenues over expenses to net cash general
support activities:

(Gain) loss on sales of investments (10,237,408) - (9,745) (10,247,153) (174,542) - 985,752 811,210
Change in unrealized net (gain) loss on investments - - 12,026,012 12,026,012 - - (2,121,965) (2,121,965)
Depreciation and amortization 9,535 - - 9,535 8,792 - - 8,792
Increase (decrease) in cash from:

SBIR grants payable - - (3,400,000) (3,400,000) - - 400,000 400,000
Grants receivable - - 1,400,000 1,400,000 - - 1,600,000 1,600,000
Receivable for management fees - - - - 212,500 - - 212,500
Prepaid expenses and deposits 160 - - 160 (1,091) - - (1,091)

Accrued interest on notes receivable
and capitalized interest (4,347) - - (4,347) (6,801) - - (6,801)
Accounts payable and accrued liabilities (2,542) - - (2,542) (19,583) - - (19,583)
Net Cash General Support Activities (1,068,099) - (2,000,000) (3,068,099) (798,890) - 2,000,000 1,201,110

Capital Activities

Purchase of office equipment and leasehold improvements - - - - (4,253) - - (4,253)
Payments of capital lease obligations (1,237) - - (1,237) - - - -
Net Cash Capital Activities (1,237) - - (1,237) (4,253) - - (4,253)
Restricted for Investment
Programs Activities
Purchases of investments - - (1,795,129) (1,795,129) - - (983,828) (983,828)
Proceeds of investments - -
Gains 10,237,408 - - 10,237,408 174,542 - - 174,542
Costs recovered from equity investments - - 1,840,981 1,840,981 - - 151,926 151,926
Principal repayments from fixed income investments - - - - - - 10,000 10,000
Net Cash Restricted for Investment
Programs Activities 10,237,408 - 45,852 10,283,260 174,542 - (821,902) (647,360)
Increase (Decrease) in Cash, Cash Equivalents
and Short-Term Investments 9,168,072 - (1,954,148) 7,213,924 (628,601) - 1,178,098 549,497
Cash, cash equivalents and short-term
investments, beginning of year 1,002,685 231,615 5,135,986 6,370,286 1,631,286 231,615 3,957,888 5,820,789
Cash, Cash Equivalents and Short-Term
Investments, End of Year $ 10,170,757 $ 231,615 $ 3,181,838 $ 13,584,210 $ 1,002,685 $ 231,615 $ 5135986 $ 6,370,286
Supplemental Disclosure of Noncash Financing:
Conversion of fixed income investments to
equity investments $ - $ - $ 321,817 $ 321,817 $ - $ - $ 120,000 $ 120,000

See accompanying notes.
5.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

Description of Business

Massachusetts Technology Development Corporation d/b/a MassVentures (the “Corporation”) was
created as a body politic and instrumentality of The Commonwealth of Massachusetts (the
“Commonwealth™) on October 19, 1978, pursuant to Chapter 497 of the Acts of 1978. The purpose of
the Corporation is to provide financial and other assistance to innovative enterprises in Massachusetts
that have the potential to expand and generate new jobs and tax revenues. The Corporation is governed
by a Board of Directors consisting of eleven members, eight of whom are appointed by the Governor of
Massachusetts from the private sector and three of whom are public officials. In June 2012, the
Corporation began doing business as MassVentures.

Summary of Significant Accounting Policies

1. Basis of presentation and accounting - The financial statements of the Corporation have been
prepared in conformity with accounting principles generally accepted in the United States of
America as applied to a government unit considered to be a “proprietary fund.” Proprietary fund
reporting focuses on the determination of operating income, changes in net assets, financial
position and cash flows. The Government Accounting Standards Board (“GASB”) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles.

Fund balances (i.e., total net assets) are segregated into General Support and Restricted for
Investment Programs components. Proprietary fund-type operating statements present increases
(e.q., revenues) and decreases (e.g., expenses) in total net assets.

The accrual basis of accounting is utilized for all funds. Under this method, revenues are recorded
when earned and expenses are recorded at the time the related liability is incurred.

2. Fund accounting - Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful for sound financial
administration.

3. Use of estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America as applied to government units
requires management to make estimates and assumptions that affect the reported amounts of assets
and contingent liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from those
estimates.

4. Cash and cash equivalents - The Corporation considers all highly liquid investments purchased
with an original maturity or remaining maturity at date of purchase of three months or less to be
cash equivalents.

5. Short-term investments - Short-term investments consist of bankers acceptances and certificates
of deposit with original maturities in excess of three months but less than one year and are valued
at amortized cost, which approximates market.




Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

B. Summary of Significant Accounting Policies (continued)

6.

Office equipment, software, depreciation and amortization - Office equipment and software are
stated at cost. Office equipment and software are depreciated using the straight-line method over
the estimated useful lives of the related assets, ranging from three to five years. Depreciation and
amortization expense for the years ended June 30, 2018 and 2017, amounted to $9,535 and $8,792,
respectively.

Upon retirement or sale, the cost of the assets disposed and the related accumulated depreciation
or amortization are removed from the accounts and any resulting gain or loss is included in the
determination of the excess (deficiency) of revenues over expenses.

Investments - The Corporation’s investment securities are purchased in the name of the
Corporation and are maintained in a safe at the MassVentures or electronically by the underlying
company. These available for sale investments are generally in early-stage technology companies.

The Corporation applies GASB Statement No. 31 (“GASB 31”), Accounting and Financial
Reporting for Certain Investments and for External Investment Pools. GASB 31 requires entities
to carry investments at fair value if such values are readily available. Accordingly, unrestricted
publicly traded securities are carried at fair value.

In general, the value of a private investment is adjusted up or down to conform to the price paid
on an “arms-length” basis by a sophisticated new third-party investor in any subsequent round of
financing. Additionally, an investment may be written down because of a lack of sustained level
of performance or permanent impairment in value.

Securities that are traded over the counter are valued at the average of the bid price at the close of
business for the valuation date and the preceding two days less a discount, if any, as determined
by management. Securities that are publicly traded on a stock exchange are valued at the average
of the close for the valuation date and the preceding two days less a discount, if any, as determined
by management. To the extent that a legal or contractual restriction is specific to (and an attribute
of) the security and therefore, would transfer to a market participant, then it would be appropriate
to consider such restriction in the determination of fair value of the security.

The fair value hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3).
The Corporation’s investments are classified within the fair value hierarchy based on the lowest
level of input that is significant to the fair value measurement. The three levels of the fair value
hierarchy, and its applicability to the Corporation’s investments, are described below:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date
for identical, unrestricted assets or liabilities.



Massachusetts Technology Development Corporation
d/b/a MassVentures

Notes to Financial Statements

June 30, 2018 and 2017

B. Summary of Significant Accounting Policies (continued)

7.

Investments (continued) -

Level 2 - Quoted prices for similar assets or liabilities, or inputs that are observable, either directly
or indirectly, for substantially the full term through corroboration with observable market data.
Level 2 includes investments valued at quoted prices adjusted for legal or contractual restrictions
specific to the security.

Level 3 - Pricing inputs are unobservable for the asset or liability, that is, inputs that reflect the
reporting entity’s own assumptions about the assumptions market participants would use in
pricing the asset or liability. Level 3 includes private investments that are supported by little or
no market activity. There are multiple valuation techniques that the Company would use
depending on the stage of development, level of revenue and size of the company. Those
valuation techniques are as follows:

e Last transaction price - If the current date is within a reasonable period of time of the
acquisition date or the last round of financing date then the acquisition cost or last
transaction value will be used as fair value. For the last transaction price to be a valid
indicator of value, such round of financing should either be priced by a new investor or
made by existing shareholders at approximated fair value. When considering if a
reasonable period of time has passed the investment staff should assess whether the stage
or size of the company has materially changed since the time of the financing.

o Market approach - This approach determines fair value using prices and other relevant
information generated by market transactions involving identical or comparable assets,
including market multiples on sales/earnings of publically traded companies or
acquisition of private companies. In practice, this information may be gleaned from 409a
or other company valuation studies conducted by a third party firm for determining the
value of a companies’ options or potential exit value.

e Income approach - This approach determines fair value using techniques to convert
future cash flows or earnings to a single present amount. The measurement is based on
the value indicated by current market expectations about those future amounts. The
approach would be appropriate for companies in the later stage of the company’s
development where there is an established financial history of profitable operations.

When utilizing these approaches if the current calculated value is not materially
different from the previously calculated enterprise value and there has been no
significant change to the underlying portfolio company, then no valuation adjustment
is required.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

B. Summary of Significant Accounting Policies (continued)

7.

10.

Investments (continued) —

Realized gains on investments are credited against the Corporation’s Unrestricted General Support
Fund Balance. Realized losses are charged against the Restricted for Investment Programs Fund
Balance. Unrealized net gain (loss) on investments resulting from changes in the market value of
investments at balance sheet date are credited (charged) to the Restricted for Investment Programs
Fund Balance.

Repayments of principal and proceeds from the sale of equity investments (to the extent of the
cost basis) remain in funds restricted for investment programs. Investment interest is credited to
the Corporation’s General Support Fund Balance when received.

Income taxes - The Corporation, as an instrumentality of the Commonwealth, is not subject to
federal or state income taxes.

Postemployment benefits other than pensions - The Corporation accounts for postemployment
health benefits in accordance with GASB Statement No. 45 (“GASB 45”), Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The
Corporation has elected to calculate its actuarial accrued liability and funded status using the
alternative simplified method.

Subsequent events - The Corporation has evaluated all subsequent events through October 15,
2018, the date the financial statements were available to be issued.

C. Investment Program

1.

Source of funds - The Corporation’s original investment funds were provided in 1979 by a
$2,000,000 grant (including $28,000 in start-up costs) from the Economic Development
Administration (“EDA™), U.S. Department of Commerce. Under this grant, the Corporation makes
loans from a revolving loan fund to eligible borrowers, defined as Massachusetts-based businesses
with operations involving a significant amount of technology, which are located in EDA Title IV
redevelopment areas and which meet the requirements of the Corporation’s enabling act.

During the year ended June 30, 1981, the Corporation was awarded a $1,000,000 grant under the
Corporations for Innovation Development (“CID”) program of the U.S. Department of
Commerce. The grant award was for the purpose of establishing a second revolving loan fund to
assist in the creation and development of small, innovative high-technology companies in
Massachusetts. In addition, the Commonwealth appropriated $1,000,000 to the Corporation as
matching funds for the federal grant. The Commonwealth appropriation is restricted to equity
investment. The CID program was cancelled during the year ended June 30, 2003. Restricted
cash for investment programs of $407,839 was returned to the U.S. Department of Commerce
representing their portion of the remaining grant.



Massachusetts Technology Development Corporation
d/b/a MassVentures

Notes to Financial Statements

June 30, 2018 and 2017

C. Investment Program (continued)

Each year from fiscal years 1982 to 1988, the Commonwealth appropriated additional amounts to
supplement the Corporation’s investment fund. There were no geographical limitations within
Massachusetts for these funds. The Commonwealth appropriated additional amounts to the
Corporation’s investment fund of $5,000,000 in fiscal year 2004, $2,500,000 in fiscal year 2007
and $1,000,000 in fiscal year 2015. The cumulative amount of all appropriations received from
the initial funding in 1981 through June 30, 2018 totaled $13,700,000.

Under the terms of the grants of investment funds from the federal government and the
Commonwealth, principal repayments and costs recovered are returned to the Restricted for
Investment Programs Fund to be reinvested in accordance with the criteria required by the grants’
provisions and the Corporation’s enabling legislation and policies. In addition, the Corporation
has transferred $48,700,379 cumulatively through fiscal year 2018 to the Restricted for Investment
Programs Fund to be reinvested in accordance with the criteria required by the Corporation’s
enabling legislation and policies. The transferred funds were derived from earnings and gains
realized on past investments by the Corporation.

The total funds since inception of the Corporation that have been made available for investments
are as follows:

Economic Development Administration of the U.S.
Department of Commerce, net of start up costs $ 2,972,000

Commonwealth of Massachusetts 13,700,000

Realized gains on sales of equity securities allocated to $ 77,409,082
General Support Fund

Portion of gains used for General Support Activities (38,926,366)

Transfers to the Restricted for Investment Programs Fund $ 38,482,716

Total funds made available for investments $ 55,154,716

Realized losses on investments (40,627,345)
Distributions to U.S. Department of Commerce ( 407,840)
Unrealized net loss on investments (013,244,861)
Restricted for Investment Programs Fund Balance $ 10,874,670

10.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

C. Investment Program (continued)

2.

Massachusetts Technology Development Corporation Commonwealth Fund - Section 105 of
Chapter 110, MGL Acts of 1993 was enacted to authorize the Board of Directors to establish the
MTDC Commonwealth Fund. The investments made by MTDC through the Commonwealth
Fund are included in the Restricted for Investment Programs Fund Balance. Pursuant to the
guidelines of the Chapter, the investment criteria for funds managed under the Commonwealth
Fund are less restrictive than those of the Corporation’s traditional programs.

Also pursuant to this Chapter, the Corporation established the Commonwealth Fund Investment
Program | (“Program 1””). During fiscal year 1995, two financial institutions agreed to participate
in the Program, committing $1,000,000 each. Program | has since then been fully liquidated.
During fiscal year 2001, two financial institutions agreed to participate in the Commonwealth
Fund Investment Program I (“Program 11”), one committing $2,000,000 and the other $1,000,000.
Funds from co-investors are separately maintained and these funds are not included in MTDC’s
Restricted for Investment Programs Fund Balance.

Pursuant to an agreement between the Corporation and the Commonwealth of Massachusetts, a
share of the net realized gains from the Corporation’s investments in the Commonwealth Funds
shall be distributed to the General Fund of the Commonwealth of Massachusetts. At June 30, 2018
and 2017, the Corporation had an accrued liability to the Commonwealth of Massachusetts in the
amount $1,644 relating to net realized gains from the previous years. The cumulative amount paid
to the General Fund at June 30, 2018, under the agreement is $853,916.

Investments - During the years ended June 30, 2018 and 2017, the Corporation made debt and
equity investments in aggregate amounts of $1,795,128 and $983,828, respectively. The notes in
the portfolio of investments have interest rates of 5% to 9% per year. The terms of certain notes
include an equity participation feature such as rights to convert to stock at a predetermined price
or warrants to purchase common stock. Repayment of principal is generally due on demand, in a
balloon payment, or in monthly instaliments ranging from twelve to sixty months. Such principal
payments, however, are generally subordinated to the payment of senior debt of the borrowers.
The Corporation does not recognize interest income on the notes until it is collected or an event
has occurred which ensures collectability. Interest on the notes that has been accrued and fully
reserved against during the years ended June 30, 2018 and 2017, totaled $20,883 and $39,717,
respectively.

11.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

Investment Program (continued)

3. Investments (continued) - A summary of investment activity is as follows:

Notes Equity
receivable investments Total

Investments made 1980 through 2016 $ 36,033,703 $ 50,273,865 $ 86,307,568
2017 338,867 644,961 983,828
2018 263,728 1,531,400 1,795,128
Total Investments 36,636,298 52,450,226 89,086,524
Conversion of loan principal to equity (17,241,402) 17,241,402 -
Loan principal repayments and equity

Investments cost recovered (11,441,434) (26,080,052) (37,521,486)
Realized gains on equity investments’

sales 1982 through 2018 - 77,409,081 77,409,081
Allocation of realized gains to general

Support fund - (77,409,081) (77,409,081)
Realized losses on investments

1983 through 2018 (7,405,105) (33,222,240) (40,627,345)
Unrealized net gain on investments 110,537 (_3,355,218) (_3,244,861)
Investment balance, June 30, 2018 $ 658,894 $ 7,034,118 $ 7,692,832

As of June 30, 2018, the investment portfolio consisted of the following types of securities as a
percentage of the General Support and Restricted for Investment Program Fund Balances (“Fund
Balance”): common stock 0.94%, preferred stock 30.68%, and notes receivable and escrow amounts
4.92%.

At June 30, 2018, MTDC had the following investments, at market, which represents more than 5% of
the Fund Balance:

Life Image, Inc. 7.35%
OwnerlQ 9.07%

As of June 30, 2018 and 2017, there were pending loans and equity investments approved by the Board
of Directors totaling $0 and $300,000, respectively.

12.



Massachusetts Technology Development Corporation

d/b/a MassVentures
Notes to Financial Statements
June 30, 2018 and 2017

C. Investment Program (continued)

4. START Program - In 2012, the Corporation entered into an agreement with The Massachusetts
Growth Capital Association (“MGCA”) to administer the SBIR Targeted Technologies (“START”)
Program. The START program is designed to assist in the commercialization of technologies that
were previously awarded federal SBIR grants. Under the terms of the initial agreement MGCA will
fund the program with $6,300,000 (“Initial Funds”), with a portion of that amount to be used by
MTDC for administrative costs. The Initial Funds were dispersed in three phases. In 2012, MTDC
awarded $1,000,000 in Phase | grant awards, in 2013, MTDC awarded $1,000,000 of Phase | and
$1,000,000 of additional Phase Il grant awards, and in 2014, MTDC awarded $1,000,000 of Phase I,
$1,000,000 Phase Il and $1,000,000 Phase Il grant awards. In each year between of 2014 and 2018,
the agreement was amended to provide for additional Phase I, Phase Il and Phase 111 grants awards as
well as additional amounts to be used by MTDC for administrative costs as direct technical assistance
to award winners. In 2017, MTDC awarded $1,000,000 of Phase I, $1,000,000 Phase Il and
$1,000,000 Phase 11l grant awards. The Phase I, Phase Il and Phase Il awards in the amount of
$3,000,000 are shown as a liability at June 30, 2017. In 2018, MTDC awarded $1,000,000 of Phase
I, $1,000,000 Phase Il and $1,000,000 Phase 11l grant awards. The 2018 Phase I, Phase 11 and Phase
111 awards were paid out prior to June 30, 2018.

In 2017, the Corporation entered into an agreement with the Massachusetts Clean Energy Technology
Center (“MassCEC”) whereby MassCEC funded the program with $400,000 to be used to award
$200,000 in Phase | grant awards and $200,000 in Phase Il grant awards. This agreement was
extended for 2018. The 2017 Phase | and Phase 11 awards in the amount of $400,000 are shown as a
liability at June 30, 2017. The 2018 Phase | and Phase 1l awards in the amount of $400,000 were paid
out prior to June 30, 2018.

D. Cash, Cash Equivalents and Short-Term Investments

The Corporation maintains operating cash accounts and other short-term investment securities to fund
operations and provide appropriate reserves for the Corporation’s investment programs. The
Corporation’s short-term investment securities include certificates of deposit, money market accounts,
banker’s acceptances, commercial paper, treasury bills, repurchase agreements and government
agencies.

As of June 30, 2018, the carrying amount of all of the Corporation’s cash, cash equivalents and short-
term investments, which includes the General Support and Restricted for Investment Programs cash
balances, totaled $15,289,853 all held in financial institutions. Of that total $1,205,643 was insured or
collateralized under various federal, state and private insurance programs, $9,116,994 was uninsured
and uncollateralized on deposit with the Massachusetts Municipal Depository Trust, and an additional
$5,672,859 was uninsured on deposit with various banks.

Included in the cash, cash equivalents and short term investments Restricted for Investment Programs

are funds sequestered by the EDA under the Corporation’s revolving loan program of $179,131. This
cash has been sequestered under the EDA’s under utilization guidelines for federal debt funds.
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E. Office Equipment and Software

Office equipment and software consist of the following at June 30, 2018 and 2017:

2018 2017
Office equipment $ 48,172 $ 37,872
Leasehold improvements 30,174 30,174
Software 14,509 14,509
Total 92,855 82,555
Less accumulated depreciation and amortization (58,047) (51,212)
Net office equipment and software $ 34,808 $ 31,343

F. General Support Expenditures

The General Support expenditures for the years ended June 30, 2018 and 2017, were as follows:

2018 2017
Personnel costs $ 1,035,774 $ 804,341
Occupancy costs 106,062 103,345
Professional expenses 31,896 44,898
Post retirement benefits - health 6,216 ( 15,964)
Office services and supplies 43,813 51,532
Business development and travel 13,770 18,754
Public relations, publications and advertising 19,990 31,736
Depreciation and amortization 9,535 8,792
Miscellaneous 22,401 21,827
START program administrative costs 99,933 110,726
Consultants 160,900 144,401
Total expenditures $ 1,550,290 $ 1,324,388

For the year ended June 30, 2018 compensation paid to the officers of the Corporation were as follows:

President $ 280,941
Vice President $ 167,025
Vice President $ 162,202
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Postemployment Benefit Plan (Other Than Pension)

During fiscal year 1998 the Board of Directors voted to designate General Support funds to establish a
Post Retirement Health and Dental Insurance Plan (“The Plan™). The Plan is designed to provide
postretirement health care benefits to all employees who retire from the Corporation on or after attaining
age 59 % and who have been employed continuously by the Corporation, or its predecessor organization,
the Massachusetts Science and Technology Foundation, for a combined total of at least 20 years. The
Corporation will pay a portion of the premiums for health and dental insurance plans of the retiree’s
choice. The initial annual benefit payment upon adoption of the plan was $2,500 annually, per eligible
retiree. That amount is indexed for inflation each year in an amount equal to the change in the Consumer
Price Index (“CPI”). The annual benefit payment for the years ended June 30, 2018 and 2017 was $6,744
and $5,551, respectively.

The projection of future benefit payments for an ongoing plan involves estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and changes to the CPl. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the Corporation, if any,
are subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future.

Methods and assumptions: Projections of benefits for financial reporting purposes are based on the
substantive Plan (the Plan as understood by the employer and plan members) and include the type of
benefit provided at the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and Plan members to that point. The following simplifying assumptions were
made:

Retirement age for active employees: Active members are assumed to retire at age 59 Y.
Marital status: marital status is not a factor in determining eligibility for, or the amount of, benefits.

Mortality: Life expectancies are based on mortality tables maintained by the National Center for Health
Statistics. The 2006 United States Life Tables for males and the United States Life Tables for females
were used. Life expectancies that included partial years were rounded to the nearest whole year. The
calculation of postemployment health insurance coverage for each year is based on the assumption that
all participants will live until their expected age displayed in the mortality tables.

Turnover: Non-group-specific age-based turnover data from GASB Statement 45 were used as the basis
for assigning active employees a probability of remaining employed until the assumed retirement and
eligibility dates and for developing an expected future lifetime assumption for purposes of allocating to
future periods the present value of total benefits to be paid.

Healthcare cost trend rate: Under the provisions of the Plan, increases in future benefit payments are
limited to changes in the CPI. A rate of 2.2%, based on a five year average of the CPI, has been used.

Health insurance premiums: The 2018 benefit amount for retirees of $3,297 was used as the basis for
calculation of the present value of total benefits to be paid.
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Postemployment Benefit Plan (Other Than Pension) (continued)
Inflation rate: An inflation rate of 2.2% was used.

Discount rate: Based on the historical and expected returns of the Corporation’s short-term investment
portfolio, a discount rate of 4.18% was used.

Funding progress: As of June 30, 2018, the actuarial accrued liability (simplified entry age) was
$168,151, which is included in the Corporation’s liabilities on the accompanying statements of net
position. The Plan is being funded with amounts designated by the Corporation and related interest
income. As of June 30, 2018 and 2017, the Board of Directors approved funding commitment is
$282,500, of which $231,615 has been reserved through fiscal year 2018, resulting in an overfunded
liability of $63,464.

Internally Designated - General Support

The following table represents the components of the Internally Designated — General Support cash, cash
equivalents and short-term investments balance at June 30:

2018 2017
Post retirement health and dental insurance plan $ 231,615 $ 231,615
General Support Internally Designated cash, cash
equivalents and short-term investments $ 231,615 $ 231,615

Capital Lease

In March 2018 the Corporation entered into a 48 month copier lease at an annual percentage rate of
4.94%. Property held under the capital lease, included with office equipment and software on the balance
sheet at June 30, 2018, consisted of the following:

Office equipment $ 13,000
Less: accumulated depreciation (11,300)
Net office equipment under capital lease $ 11,700
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Capital Lease (continued)

The future minimum lease payments required under the capital lease and the present value of the net
minimum lease payments as of June 30 are as follows:

2019 $ 3,588
2020 3,588
2021 3,588
2022 2,093
Total minimum lease payments 12,857
Less: imputed interest (L1,093)
Present value of minimum lease payments $ 11,764

Commitments and Contingencies
Operating leases

In July of 2013 the Corporation entered into a new lease agreement for office space beginning in October
of 2013 and extending through September 30, 2016. In June of 2016 the Corporation entered into an
agreement to extend the original lease through September 30, 2019. The agreement provides for base
rent plus operating expenses and tax escalation clauses. Rent expense for the years ended June 30, 2018
and 2017, was $100,787 and $98,136 respectively.

Future minimum lease payments under this non-cancelable operating lease for the years ending June 30:

2019 $ 104,366
2020 26,332
Total $ 130,698

Other contingencies
From time to time, the Corporation is subject to legal proceedings and claims in the ordinary course of
business. As of June 30, 2018 there were no liabilities incurred related to such a contingency.

Related Party Transactions

MassVentures is the Managing Member of the Commonwealth Fund 111 (“the Fund) and manages their
investments and provides certain administrative services as defined in their Operating Agreement. The
Company is paid a fee equal to 1.00% of the Capital Commitments of all Members, payable quarterly in
advance, until the last day of the Investment Period. Thereafter, the fee will be equal to 1.00% of the
Capital Commitments of all Members less the proceeds received from the realization of portfolio
investments that are distributed to Members. Payments for partial periods shall be prorated accordingly.
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Related Party Transactions (continued)

The Managing Member has the right to waive, reduce or adjust the management fee of any or all
members. During the year ended June 30, 2018 the Company was paid $50,000 by the Fund. At June
30, 2018, the Company had no recorded amounts receivable from the Fund.

Employee Retirement Plan

The Corporation provides retirement benefits for substantially all employees through a simplified
employee pension plan (“*SEP”). The Corporation makes contributions to individual retirement accounts
(“IRAs”) of employees in amounts equal to 10% of an employee’s gross annual salary, not to exceed the
maximum amount allowable by federal law. Quarterly contributions are distributed to the eligible
employees’ IRA at Fidelity Investments. The Corporation has no fiduciary responsibility for these

investments. Contribution expenses for fiscal years 2018 and 2017, were $171,755 and $59,795,
respectively.

18.



	FY18 - OPMO - Annual Report – MassVentures
	2.Reporting Agency Overview
	3.Agency Programs&Initiatives
	4.Outcomes-Agency's FY18 Goals
	5.Investments,Grants
	6.Technical Assistance
	7.Loans & Guarantees
	8.Financial Assistance
	9.Patents & Products
	10.Points of Contact

	MassVentures Audited Financials (2)



