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Oklahoma Tax Commission that are very specific to the TAX CREDITS.

The Private Placement Memorandum is lengthy, however to shorten your read time please refer to pages
numbered 3, 9, 20, 29, 30, 32, 33.

The supplement to the PPM attachment raises the maximum size of the fund from $15 million to $60 million.

The fifth attachment is a letter ruling from the Oklahoma Tax Commission dated October 12, 2006 allowing oil
and gas producers to claim a refund on oil and gas gross production taxes paid on or after July 1, 2005.

| thought you might have an interest in this offering. If you have an interest | would very much like to speak with
you. My cell phone # is 405-370-6655 and my office # is 405-879-0123.

Frank G McGuire, 11l
Century Advisors, LLC

fmecguire@centuryadvisor.com

**Securities offered through WFG Investments, Inc., Member NASD/SIPC**

Reminder: E-mail sent through the Internet is not secure. Do not use e-mail to send us confidential information such as credit card numbers,
change of address, PIN numbers, passwords, or other important information. Do to buy or selil securities, transfer funds| or send time sensitive
instructions. We will not accept such orders or instructions. This e-mail is not an official trade confirmation for transactibns executed for your
account. Your e-mail message is not private in that it is subject to review by the Firm, its officers, agents and employegs.

http://webmail.atl.earthlink.net/wam/printable.jsp?msgid=10940&x=1641644643 10/20/2006



SUMMARY OF THE OFFERING

This description of the Offering is intended only for convenient reference and is not
intended to be complete. This Memorandum and the accompanying exhibits must be read in their
entirety by prospective Investors for a complete understanding of the Fund and the Offering of
Preferred Units. Capitalized terms used in this Memorandum, unless otherwise defined herein,
will have the meanings given them in the Operating Agreement of the Fund and the Business
Incentive Acts.

Terms of the Offering

The Offering. ScissorTail Venture Capital Fund I, LLC is an Oklahoma limited liability
company formed to invest the net proceeds of this Offering in ScissorTail Capita] Company, an
Oklahoma limited liability company to be formed upon completion of this Offering. The Capital
Company will make venture capital investments in small businesses located or|to be located
exclusively in Oklahoma. The Fund is offering a minimum of $5,000,000 and 3 maximum of
$15,000,000 of Preferred Units at $100,000 per Preferred Unit. The minimum purchase is
$100,000; however, the Manager may in its discretion accept lesser amounts. The purchase price
has been arbitrarily determined by the Manager. Pursuant to the Operating Agreement, the
Members are not required to contribute additional amounts to the capital of the Company.

Payment. The full purchase price of each Preferred Unit is payable at the time of
subscribing and must be accompanied by a fully executed Subscription Agreem¢nt, Exhibit C.
Subscriptions will be held in a non-interest bearing escrow account at Bank of Qklahoma, NA,
Oklahoma City until the minimum subscriptions of $5,000,000 are obtained. After the minimum
subscriptions are obtained a closing will be held. Additional subscriptions in the gscrow account
will be transferred to the Fund monthly after the initial closing.

Offering Period. The Offering will terminate May 1, 2006, unless extended an additional
120 days in the discretion of the Manager.”

Fund Operations

Fund Investments. The Fund may invest in a wide variety of Portfolio Companies. It has
not targeted specific industries or companies in a particular stage of development for investment.
Its priority is to locate or form companies that will offer the Fund an attradtive return on
investment and meet the investment requirements of the Fund's lenders. Becausg there may be
limited candidates for investment that are existing companies, the Fund may be required to start
its own Portfolio Companies that will meet its investment requirements.

The Fund will invest in, or form, Portfolio Companies that will meet its specific

investment requirements. These Portfolio Companies will typically be co
sufficiently large enterprise valuations to support large investments of equity. Be
investment may be in the range of $20 million to $25 million, the Portfolio Comp
a large enterprise valuation and a large amount of unencumbered assets that w

repayment of the Fund's investment. In most cases, a Portfolio Company will b
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Portfolio Companies must also have the ability to redeem the equity investmen
Fund in the Portfolio Companies and must be suitable to the Fund's lenders.

Loans to be QObtained by the Fund, The Manager is arranging for loans
approximately $90,000,000, (the "Loans"). The total amount of Loans will be d
the types of investment by the Capital Company, in terms of rural or urban com
purposes of the Business Incentive Acts. Loan proceeds will be invested by th
Capital Company or directly by the Fund in the Portfolio Companies ("Direct Invg
anticipated that the Loans will be guaranteed by the Capital Company and secure
units in the Capital Company and the Fund's and the Capital Company's Portfolio
the Portfolio Companies. It is anticipated that the investments which are made
Company will be in the form of preferred stock, which may have varying rights
conversion into common equity, redemption, dividends and preferences upon liqui

The funds from the Portfolio Investments will typically be used by a Port
for specific budgeted items or for working capital and the extent to which such
used by a Portfolio Company for such purposes will be subject to covenants &
which will vary for each Portfolio Company, depending upon the financial cq
Portfolio Company, the Portfolio Company's business plan and objectives, requi
Fund's lenders and general industry standards. It is anticipated that the asse
Companies started by the Fund will be pledged as security for the Loans. The Fun.
unless commitments for the Loans have been obtained. The terms of the Loans w
in a supplement to this Memorandum.

Tax Benefits
Oklahoma Tax Credits. The Fund is expected to qualify for Tax Cre

Business Incentive Acts based on the Capital Company's investments in Portfo
The Manager has received a favorable ruling from the Oklahoma Tax Comm
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credits earned by the Fund may include investment of proceeds of the Loans in the Portfolio

Investments and that such credits earned by the Fund will pass through and be :
Preferred Unit Holders. The private letter ruling from the Oklahoma Tax comn
made available upon request by prospective investors who agree to maintain the
of the ruling's contents and agree to use the letter only for the purpose of]
investment in the Fund. These credits may be applied to the following Oklahoma 1

Gross production taxes

Additional excise tax on gas

Bank privilege taxes

Insurance company premium taxes
Income taxes

¢ & 8 O

It is anticipated that purchasers of the Preferred Units will receive Tax
amount of $2.00 for each $1.00 invested in the Preferred Units assuming all Portft
qualify under the Business Incentive Acts.
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TAX POLICY AND RESEARCH DIvISION

TONY MASTIN, DIRECTOR FACSIMILE

June 29, 2006

RobertO. O’Bannon

Phillips, McFall, McCaffrey, McVay & Murrah, P.C.
Attorneys At Law

Twelfth Floor, One Leadership Square

211 Morth Robinson

Oklalzoma City, OK 73102

Re: Our file number LR-06-093

Dear Mr. O’Bannon:

This letter ruling is in response to your inquiry of June 26, 2006 where in y
of ruling requests relating to the Small Business Capital Formation Incentiy
§2357.60 et. seq.) and Rural Venture Capital Formation Incentive Act (68 (
seq.). Following a restatement of the facts outlined in your letter, are the
requested and our responses thereto.

Staternent of Facis:

On November 22, 2005, Scissortail respectfully submitted a letter rulin
Cklahoma Tax Commission seeking a ruling that (i) the proposed investn
the letter ruling request qualified for the Oklahoma Tax Credits, and (i
investors were eligible to utilize the Oklahoma Tax Credits upon the i
Portfolio Companies (the "Ruling Request").

In response, the Tax Policy and Research Division of the Oklahoma Tax Cqg
certain rulings to Scissortail in a letter dated November 23, 2005 (the '
Ruling, the Oklahoma Tax Commission provided that the proposed investr
the Ruling Request would qualify for the Oklahoma Tax Credits, an
investors were ecligible to utilize the Oklahoma Tax Credits upon the iy
Portfolio Companies.

Scissortail submitted a supplemental letter ruling request to the Oklahoma

(the "Supplemental Request"). The Supplemental Request supplemented th
in the previous Ruling Request and requested confirmation from the
Commission that those additional facts did not impact the Ruling issued §
Tax Commission and received by Scissortail.

2501 NORTH LINCOLN BOULEVARD + . OKLAHOMA CITY @ OKLAHOMA 73104
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In response, the Tax Policy and Research Division of the Oklahoma Tax Commission issued
a ruling to Scissortail (the "Supplemental Ruling”). In the Supplemental Ruling, the

Oklahoma Tax Commission stated that the supplemental facts cos
Supplemental Request did not impact the Ruling issued by the Oklahoma T
and received by Scissortail.

Senate Bill 1577, signed by the Governor of the State of Oklahoma on June]
certain amendments to the Business Incentive Acts which become effecti
(the "Amendments"). The Amendments, among other things, (i) eliminatg
Olklahoma Tax Credits against Oklahoma gross production tax and the addif
on oil and gas imposed under 68 Okla. Stat. § 1101 and 1002, and (ii) 1
forward of the Oklahoma Tax Credits from ten (10) years to three (3) years.

The Amendments also provide a "grandfather clause" for those persons or ej
obtained a favorable determination letter from the Oklahoma Tax Comn
March 15, 2006. Under the Amendments, any person or entity that has obta

. determination letter from the Oklahoma Tax Commission prior to M

regarding the ability to claim or otherwise utilize the Oklahoma Tax Creq
subject to the Amendments to the Business Incentive Acts made by Sena
investments made in Portfolio Companies prior to November 1, 2006 and
statutory requirements set forth in 68 Okla. Stat. § 2357.63EA and/or §
2357 7T4EA.

Rulings Requested.

Based upon these facts, Scissortail respectfully requests a letter ruling from the
Research Division of the Oklahoma Tax Commission that:

1.

The rulings made by the Tax Policy and Research Division of the
Commission in its Ruling to Scissortail dated November 23, 2005, are
effective after the enactment of Senate Bill 1577 due to the "grandfather cla
68 Okla. Stat. § 2357.63F and 68 Okla. Stat. § 2357.74E.

Yes. The rulings were contained within a ‘favorable determination letté
under §2357.63E and §2357.74E and were issued by this office prior to Mar

The rulings made by the Tax Policy and Research Division of the
Commission in its Supplemental Ruling to Scissortail, are still valid and ef
enactment of Senate Bill 1577 due to the "grandfather clause" set forth in
2357.63E and 68 Okla. Stat. § 2357.74E.

Yes. The rulings were contained within a “favorable determination lettd
under §2357.63F and §2357.74E and were issued by this office prior to Man

Scissortail Capital Company, LLC (the "Capital Company") and Scissortail
Fund I, LLC (the "Venture Fund") are entities that have obtained a favorab]
letter from the Oklahoma Tax Commission prior to March 15, 2006 regardin|
claim or otherwise utilize the Oklahoma Tax Credits authorized by the Byl
Acts as required by the Amendments to the Business incentive Acts.
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Yes, as provided in the answers to requests #1 and #2 above.

As entitiecs who have obtained a favorable determination letter from the
Commission prior to March 15, 2006, the Capital Company, the Venture
investors shall not be subject to the Amendments to the Business Incentiv
Senate Bill 1577 on qualified investments made in Portfolio Companies pri
1, 2006 and which meet the statutory requirements set forth in 68 Okla. St
and/or 68 Okla. Stat. § 2357.74EA.

Yes. The Capital Company, the Venture Fund and their investors are nd
amendments contained within HB 1577 if all the requiremenis for investme

§2357.63E and §2357.74E are met.

As entities who have obtained a favorable determination letter from the
Commission prior to March 15, 2006, the Capital Company, the Venture
investors shall be able to use their Oklahoma Tax Credits to offset Oklahor
(including estimated income taxes), bank privilege taxes and insurance cot
taxes on qualified investments made in Portfolio Companies prior to Noven
which meet the statutory requirements set forth in 68 Okla. Stat. § 2357.
Okla. Stat. § 2357.74EA.

Yes. The Capital Company, the Venture Fund, and their investors may use
offset Oklahoma income taxes (including estimated income taxes), bank pri
insurance company premium taxes on qualified investments made in Port]
prior to November 1, 2006 and which meet the statutory requirements set f
Stat. § 2357.63E and/or 68 Okla. Stat. § 2357.74E.

As entities who have obtained a favorable determination letter from the
Commission prior to March 15, 2006, the Capital Company, the Venture
investors shall be able to use their Oklahoma Tax Credits against (
production tax and the additional excise tax on oil and gas imposed under
1101 and 1002 due on or after July I, 2006, on qualified investments m
Companies prior to November 1, 2006 and which meet the statutory requir
in 68 Okla. Stat. § 2357.63EA and/or 68 Okla. Stat. § 2357.74EA.

Yes. The Capital Company, the Venture Fund, and their investors may u
against Oklahema gross production tax and the additional excise tax

imposed under 68 Okla. Stat. § 1101 and 1002 due on or after July 1, 20
investments made in Portfolio Companies prior to November 1, 2006 and
statutory requirements set forth in 68 Okla. Stat. § 2357.63E and/or 6
2357.74E.

As entities who have obtained a favorable determination letter from the
Commission prior to March 15, 2006, the Capital Company, the Venture
investors shall be able to carry forward the Oklahoma Tax Credits for tef
investmenis made in Portfolio Companies prior to November 1, 2006 and
statutory requirements set forth in 68 Okla. Stat. § 2357.63EA and/or {
2357.74EA.
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Yes. The Capital Company, the Venture Fund, and their investors may car
Credits for ten (10) years for investments made in Porifolio Companies pri
1. 2006 and which meet the statuiory requirements set forth in 68 Okla. St
and/or 68 Okla. Stat. § 2357.74EA.

The Portfolio Companies, which will receive qualified investments fr
Company and the Venture Fund, will have one-hundred eighty (180) days af
investment is made to have at least fifty percent (50%) of its employees or
Oklahoma. )

Yes, within 180 days after the qualified investment, the portfolio compani
least 50% of its employees or assets located in Oklahoma.

Entities who have obtained a favorable determination letter from the
Commission prior to March 15, 2006 will be deemed to have made a qual
and met the requirements of 68 Okla. Stat. § 2357.63E and § 2357.74E ift

(1) such investment is made prior to November 1, 2006 "... to satisfy
business purpose of the entity receiving such investment which is consi
organizational instruments, bylaws or other agreement responsij
governance of the business venture";

(2) the capital company's funds were at risk; and

(3) if the investments meet the requirements of (1) above they will be
to have been made chiefly for the purpose of reducing tax liability.

Yes, provided, it will be necessary for the Tax Policy Division fo re
investment plans, the bylaws or similar documents of the business ve
Company), and any other necessary documentation prior to issuing a rulin

the provisions of §2357.63E and §2357.74E have been met to qualify the iny
Credits.

This response applies only to the circumstances set out in your request o}
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Please be advised that the issuance of this ruling does not preclude the
Commission from conducting an audit or examination under 68 O.S. §206 if any
claiming a credit for the transactions outlined in this letter ruling. The Comunisg
right to issue any assessment, correction, or adjustment authorized under 68 O.S.

If I can be of further assistance, please feel free to contact me.
Sincerely,

OKLAH OM%JZ( %’VIMI&

Tony Magtin, Director
Tax Policy & Research Divi
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PHONE (4
FACSIMILE

TAX POLICY AND RESEARCH DIVISION
TONY MASTIN, DIRECTOR

February 3, 2006

Robert O. O’Bannon

Phillips, McFall, McCaffrey, McVay & Murrah, P.C
Artorneys At Law

Twelfth Floor

One Leadership Square

211 North Robinson

Oklahoma City, OK 73102

Re: Our file number LR 05-178 Supplemental; Income Tax - Small Businesy
Inc:cnqu Act and Rural Venture Capital Formation Incentive Act

Dear Mr. O’'Bannon:

This is in response to your inquiry of January 19, 2006 wherein supplemen|
ruling requests relating to the Small Business Capital Formation Incentive Act (68
seq.) and Rural Venture Capital Formation Incentive Act (68 O.S. § 2357.70 et|
Following is a restatement of the additional facts outlined in your letter, the s

requested and our response thereto.

SUPPLEMENTAL FACTS:

Paragraph 15 of the Ruling Request is deleted in its entirety and the follows
its place .

15. The Capital Company will make investments in Portfolio Companies. ]
be in the form of Portfolio Company Stock The funds from the mnvestn
Company Stock will be deposited by the Portfolio Company in its cor
requived by the Bank, a Porfolio Company may be required to escrowa partion g
iraestirent ina lender controlled accowrs to secure the Ventvre Furids indebredress.
investment in the Portfolio Company Stock will typically be used bythe
for specific budgeted items or for working capital and the extent to whj
be used by the Portfolio Company for such purposes will be subjeci
restrictions which will vary for each Portfolio Company, depending
Compan}f s business plan and objectives, requirements of the Capltal Cor
general industry standards.

2501 NORTH LINCOLN BOULEVARD * OKLAHOMA CITY » OKLAHOMA 73194
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SUPPLEMENTAL RULING REQUESTED AND OKLAHOMA TAX

RESPONSE:

LRO5-178
Supplemental
2/3/06

Page 2

COMMISSION

Scissortail requests that the Oklahoma Tax Commission confirm that the additional facts
presented herein do not alter any of the specific rulings issued in the lerter from the Oklahoma

Tax Commission to me dated November 23, 2005 regarding the availability

f tax credits under

the Small Business Capital Formation Incentive Act (68 O.S. § 2357.60 ¢t. seq.) and Rural

Venture Capital Formation Incentive Act (68 O.S. §2357.70 et. seq.) to inves

TFunds.

The additional faas preserted do not alter any specific rulings isswed wnder LROS-178

2005.

tors inthe Venture

dated Nowerber 23,

This response applies only to the circumstances set out in your request of January 19, 2006,

Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally relie
entityto whom it is issued, assuming that all pertinent facts have been accuratelyand

and that there has been no change in applicable law.

Please also be advised that the issuance of this ruling does not preclude g

d upon only by the
completelystated,

he Oklahoma Tax

Cornmission from conducting an audit or examination under 68 O.S. § 206 Scissorgail Private Equity,

LLC, Scissortail Venture Capital Fund I, LLC, any direct or indirect investors, or an)
LLCs regarding the transactions outlined in this letter ruling. The Commission f
right to issue any assessment, correction, or adjustment authonzed under 68 O.S. §

If T can be of further assistance, please feel free to call me at (405) 521-313

Sincerely,

Tax Policy Analyst

FOR THE C\DZAHOMA TAX ([

Michael C. Kaufmann

y member of these
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PHONE (405
FACSIMILE (405

Tax PoLICY AND RESEARCH DIVISION
ToNY MaSTIN, DIRECTOR

November 23, 2005

Robert O. O’Bannon

Phillips, McFall, McCaffrey, McVay & Murrah, P.C.
Attorneys At Law

Twelfth Floor

One Leadership Square

211 North Robinson

Oldahoma City, OK 73102

Re: Our file pumber LR 05- 178 Income Tax - Small Business Capital Formatipn Incentive Act
and Rural Venture Capital Formation Incentive Act

Dear Mr. O’Bannon:

This 1s in response to your inquiry of November 22, 2005 wherein you posed|a series of ruling
requests relating to the Small Business Capital Formation Incentive Act (68 O.S. § 2357.60 et. seq.) and
Rural Venture Capital Formation Incentive Act (68 O.S. § 2357.70 et. seq.). Following is a restatement
of the facts outlined in your letter, the specific mlings requested and our responses thereto.

FACTS:

Scissortail Private Equity, LLC, an Oklahoma limited lability company, ("Scissqgrtail”) intends to
organize a scries of venture capital funds (“Funds") for the purpose of allowing Oklahoma investors to
make investments through the Funds in various Oklahoma small business ventures as defined in 68
Okla. Stat. §2357.61 and in various Oklahoma riral small business ventures as defingd in 68 Okla. Stat.
§2357.72 (collectively the "Portfolio Companies") which will qualify for certain Oklahoma tax credits
(collectively the "Oldahoma Tax Credits”™) as provided under 68 Okla. Stat. §2357.60 ct. seq. and
§2357.70, et seq. (collectively the "Business Incentive Acts"). A diagram of the propoged structure of the
investment by the venture funds is attached.

1. Scissortail will be formed by Sidney R. Clarke TII and Sidney R. Clarke, 1V as an Oklahorna
limited liability company to act as the venture management company. Jidney R. Clarke [1I
will own Scissortail and Sidney R. Clarke IV will be the manager of the Scissortail,

2. Scissortail will then form the Scissortail Venture Capital Fund I, LL, as an Oklahoma
limited liability company, (the "Venture Fund"). The purpose of the Verjture Fund s to raise
venture capital from accredited investors ("Oklahoma Investors™)|to be invested in

2501 NORTH LINCOLN BOULEVARD ¢ OKLAHOMA CITY « OKLAROMA 73194
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Oklahoma small business ventures as defined in 68 Okla. Stat. §2357.61 agd qualified rural
small business capital companies under 68 Olda. Stat. §2357.72.

Scissortail and the Oklahoma Investors in the Venrure Fund will be the|members of the
Venture Fund. The Veature Fund intends to issuc two types of securities,|Common Units,
and Preferred Units, to investors. The Qklahoma Investots will be issued all of the Preferred
Units. Scissortail will be issued Common Units. In addition, the Venture [Fund will obrain
loans ("Loans") from financial institutions. The Loans wdl have a fixed ferm, but may be
prepaid without penalty.

The principals of Scissortail intend to form Scissortail Capital Company, LLC as an
Oklahoma limited liability company (the "Capital Company") which will be designed to
meet the defipition of a qualified small business capital company under 68 Okla. Stat.
§2357.61 (7) and of a qualified rural small business capital company under §2357.72 (8).

The Venture Fund will be the sole member of the Capital Company.

The Venture Fund and the Capital Company will not elect to be treated 4s corporations for
Federal income tax purposes. Therefore, the Venrure Fund will be treated as a partnership
for both Federal and state income tax purposes and the Capital Company will be treated asa
disregarded entity for both Federal and state income tax purposes.

Scissortall will be the manager of the Venture f;'tmd and the Capital Company.

The Venture Fund intends to raise in the range of Five Million Dollars (§5,000,000) to
Fifteen MllL n Dollars ($15,000,000) of equity capital from Oklahoma| Investors.

The Ventur Fund intends to borrow in the range of Eighty-five Million Dollars
($85,000,000) to Ninety Million Dollars (§90,000,000) (the "Bank Loan") from an Oklahoma
financial institution (the "Bank") provided such amount may be increased or decreased. The
Fund will pl dge its interests in the Capital Company to secure the Bank Loan.

The \/cnmr FFund intends to transfer not less than one-third of its capital, less organization
expenses, to|the Capital Company in return for all the ownership interest (common units) in
the Capital Company. The balance of the capital of the Venture Fund will be retained to
make divect [nvestments in the Oklahoma small business ventures or in) the Oklahoma rural
small business ventures which are intended to qualify for the Oklahoma Tax Credits
(collectively/the "Direct Investments"). In the event that the Capital C¢mpany qualifics as a
small business capital company under 68 Okla, Stat. § 2357.63, the divessification
requiremen is no more than twenty percent (20%) of the Capital Comjpany funds invested
in any one Portfolio Company and in the event that the Capieal Company qualifies as 2
qualified rural small business capital company under 68 O.S. § 2357.72, the diversificadon
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Direct Investments as security for the Bank Loan,

. Scissortail will be entitled to receive an annual management fee fro
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requirement is no more than twenty-five percent (25%) of the Capital
invested in any one Portfolio Company

ompany funds

The Venture Fund intends to make its Direct Investments, in the form of equity (i.e.
Common Stock, Redeemable Convertible Preferred Stock, Preferred Stack or Warrants,
collectively the “Portfolio Company Stock”) in the Portfolio Companies upon the same
terms and conditions as the Capital Company investments in the Portfolio Companies.

The Capital Company will guarantee the Bank Loan and will pledge its Partfolioc Company
Stock in the Portfolio Companies as security for the Bank Loan. The Venture Fund may
also pledge the Portfolio Company Stock in the Portfolio Companies 3s a result of the

None of the Portfolio Companies will be engaged in oil and gas exploration, real estate
development, real estate sales or rentals, wholesale sales, retail sales, farming, ranching,
banking or lending, investing funds in other businesses or in any otheq type of business
which would prevent the investment of the Capital Company in any Portfolio Company
from qualifying for the Oklahoma Tax Credits. Each of the Portfolic Companies will have
at least 50% of its employees or assets located in Oklahoma and shall
definition of an Cklahoma small business venture or an Oklahoma rugal small business
venture by the end of the fiscal year of the initial investment by the Capital Company in the
Portfolio Company. Each of the Portfolio Companies will need financialjassistance in ordet
to commence or expand its business.

The Capital Company intends to notify the Venture Fund immediately when investments
are made in qualifying Portfolio Companies and the Venture Fund will then nodfy the
holders of the Preferred Units of their proportionate shares of the Oklihoma Tax Credits
earned from such investment.

The Capital Company will make investments in Portfolio Companies. The investment will
be in the form of Portfolio Company Stock. The funds from the investment in the Portfolio
Company Stock will be deposited by the Portfolio Company in its corpgrate accounts. The
funds from the investment in the Portfolio Company Stock will typiqally be used by the
Portfolio Company for specific budgeted items ot for working capital and the extent to
which such funds may be used by the Portfolio Company for such purposes will be subject
to covenants and restrictions which will vary for each Portfolio Compa y, depending upon
the Portfolio Company’s business plan and objectives, :cqun:cm nts of the Capital
Company’s lenders and general industry standards.

the Fund of three
percent (3%) of the amount received by the Venture Fund as capital ¢ontributions by the
holders of the Preferred Units less sales commissions paid and one-half percent (5%) of the
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outstanding principal amount of the Loans. Except for the first year, all mgnagement fees

Capital Company or the Venture Fund in a Portfolio Company which |[amount will be
payable to Scissortail upon closing of the investment in each Portfolio Cgmpany.

Cash and property distributions by the Venture Fund will be made first go the holdets of
Preferred Units until they have realized a renirn of 200% of their subscription amount in
cither Oklahoma Tax Credits or cash/property distributions from the Verrure Fund. After
that, the holders of Preferred Units will be entitled to 2 10% allocation of dash and propesty
distnbutions from the Venrure Fund.

The holders of the Commeon Units will receive no distributions from the Vlenture Fund until
the holders of the Preferred Units have realized a2 200% return of their subscription amount
in either Oklahoma Tax Credits ot cash/property distributions from the Venture Fund.
After that, holders of Common Units will be entitled to a ninety percent (P0%) allocation of
cash and property distributions from the Venture Fund

The Operating Agreement of the Venture Fund will provide that all of the Oklahoma Tax
Credits earned by the Venture Fund will be allocated to the holders of the Preferred Units
and none of the Oldahoma Tax Credits will be allocated to the holders of the Common
Units.

The Operating Agreement of the Venture Fund will provide that profits and losses will be
allocated (i) 100% to the holders of the Preferred Units until they havg received 200% of
their subscription amount in Oklahoma Tax Credits or distributions of ¢ash/property from
the Venture Fund, and (i) thezeafter 90% to the holders of the Commop Units and 10% to
the holders of the Preferred Units.



2y KUUH WD 1h:%1

jLNL VN

LR05-178
11/23/05
Page 5

RULINGS REQUESTED AND OKLAHOMA TAX COMMISSION RESPONSES:

5
L.

The investmentby t
the Capital Company in the Portfolio Companies W

he Ventare Bund in the Capital Company followed by anjinvestment by

il qualify for the Oklahoma Tax Credits

described in 68 Okla. Stat. §2357.62 or 68 Okla. Stat. § 2357.73, respectively, depending

upon whe

ther the investmentisin a small business venturc ora rural small business venture.

The investment by the Venture Fund (S cissortail Venture Capital Fund, LLC) into the (Capital Company

(Scissortail Capital Conipany LIL.C)

will qualify for either the Oklahoma Small Business Capital

Company Credit or the Rural Small Business Venturt Capital Credit npon Capital Company’s investmient
in a Portfolio Company (a gralified Oklahoma small business), provided the anoupt invested by the
Capital Company into a single Portfolio Company does not execed the percentage Limils o tlined in 68 O.5.

§ 2357.61 7(d) or 68 O.5. § 2357.72 8(d).

The Direct Investments by the Venture Fund in the Portfolio Companies will qualify for the
Oldahoma Tax Credits under 68 Okla. Stat.§2357.63 or §68 O.S. § 2357.74, respectively,

depending upon whether the investment is

business venture.

The direct investment by the

in 2 small business venture jor 2 rural small

Venture Fund (S vissoriall Venture Capital Fund, 1.1IC) into a Portfolio

Company (a gualified O kinboma small business) will qualfy for cither the Oklabopia Small Business
Capital Company Credit or the Rural Sniall Business Venture Capital Credit if mada in conjunction with
the Capital Comparny’s investnent in a Portfolio Company, subject 10 the limits ouflined in 68 O.5. §

2357.63 (B)(4) or 68

0.5. § 2357.74 (B)(4)-

The Oklahoma Tax Credits carned by the investments made by the Venture Fund as
described in paragraph (1) and (2) above (the Qualifying Investments'™) will pass through to

of the

the members

YVos. In the case of ﬂow—tbmugb entivies (LLCS, paﬂnarf/azp;,
distributed 1o the appropriate member, partner or hareholder.  The Tie Commission has

generally
bistorically allowed the

the following two conditions are met. One, the amount distributed does nov exceed the

Venture Fund as sct forth in Pamgraph 4.

and Sub S corpoyation), the credit is

distributing entity o defermine bow the amonnts of credils are Wistributed 50 long as
amount of available

edit and two, distribution niyst be made fo a member, shareholder or partner of the flow through entity thal

has gancmlcd the credit.

All of the Oklahom

2 Tax Credits may be specially Allocated to the holdefs of the Preferred

Units as provided in the Operating Agreement of the Venture Fund and may be utilized to

offsct various Olklahoma taxes of the holders of the Preferred Units in

See response fo number 3 above.

the Venrure Fund.
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The Oklahoma Tax Credits earncd, which are specially allocated to ag

Preferred Units, may immediately upon the Qualifying Investmentin a Po

be used to offset Oklahoma taxes, mcludmg income taxes, estimated ind

privilege taxes and insutance company premium taxes when due.

The credits are available to be used 1o offset O klahoma taxes when dye, provided iracons
maintained. For excample, an investment made in 2006 generates a credit that is avail
2006 taxes and would not be available to pay 2005 income tax that may be dice in

The Oklahoma Tax Credits on Qualifying Investments made prior to
‘effective date of the amendment to 68 Okla. Stat. §2357.73A (allowing t}
credits to offset gross production under 68 Okla. Star. §1001, the addition;
under 68 Okla. Srat. §1101 or the additional excise tax on gas under 68 C
(collectively, the "Amendment") which are allocated to the holders of th
may be used to offset such gross production or excise taxes of the holder
Units due or payable at any time on or after the effective date of the A

Yes. Previously earncd but not used Oklahoma Small Business Capital Compary Cr
Business Venture Capital Credits may be used to offset gross production taxes due on 4

The c;alculation of the amount of the QOldahoma Tax Credits earmed b
include the investment in the Portfolio Companies in the form of Portfoli

Yes. The investment in the Portfolio Compantes in the form of Portfolio Comparty Std
invesiment under 68 O.5. § 2357.62(B) or 68 Q.8 § 2357.73(B).

The Capital Company will qualify as both a small business capital compa
Stat. §2357.63 and as qualified rural small business capital company und
2357.72 and as a result, the Capital Company's investment in Portfolig
qualify as either metro small business capital companies or as rural smal

companies will qualify for the Oklahoma Tax Credits as long as the Capita

the diversification requirement that no more than twenty percent (20
Company funds are invested in anyone Portfolio Company.

Yes. There is no prohibition from the same entity being both a Small Business Cap
Rural Sniall Business Capital Company. The statute does not allow the same invest
Company” 1o be used 10 generate both credits, however. (68 O.5. § 2357.62 (F) and
F).
i

If more than six months after obtaining the capital from the Capital Cory
Company uses the capital to purchase 51 % ot more of the voting intereg
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1y holder of the
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ome taxes, bank
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the July 1, 2006
he Oklahoma tax
1| excise tax on ol
kla. Seat. § 1002)
e Preferred Units
5 of the Preferred
endment.

edits or Rural Swnall
rafter July 1, 2006.

y the Fund shall
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