INVESTSC, INC.
REPORT ON FINANCIAL STATEMENTS

FOR THE YEARS ENDED
DECEMBER 31, 2010 AND 2009



INVESTSC, INC.

CONTENTS
PAGE
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 1
FINANCIAL STATEMENTS
Statements of financial position 2
Statements of activities 3
Statements of cash flows 4

NOTES TO FINANCIAL STATEMENTS 5-11



elliott davis

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
InvestSC, Inc.
Columbia, South Carolina

We have audited the accompanying statements of financial position of InvestSC, Inc. (the
Organization) as of December 31, 2010 and 2009 and the related statements of activities and cash
flows for the years then ended. These financial statements are the responsibility of management of
the Organization. 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 audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Organization as of December 31, 2010 and 2009, and the results
of its activities and cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 3 to the financial statements, portfolio investments amounting to
$42,750,459 and $33,934,483, approximately 81% and 77% of 2010 and 2009 total assets, respectively,
have been valued at their estimated fair value as determined by management in the absence of readily
ascertainable market values using valuation criteria believed to be applicable to the Organization.
However, in the case of those portfolio investments with no readily ascertainable market values,
because of the inherent uncertainty of valuation, management’s estimate of fair values may differ
significantly from the values that would have been used had a ready market existed for the
investments, and the differences could be material.
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Columbia, South Carolina
June 20, 2011
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INVESTSC, INC.
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31,
2010 2009
ASSETS
CURRENT ASSETS
Cash and cash equivalents S 311,509 S 3,850,614
Interest receivable 81 49
Total current assets 311,590 3,850,663
INVESTMENTS
Azalea SC Fund, LP 102,990 154,139
Azalea Fund Ill, LP 7,297,926 2,419,076
Frontier Fund Hl, LP 8,545,753 5,922,527
Nexus Medical Partners i, LP 20,543,866 21,524,083
Noro-Moseley Partners VI, LP 6,259,924 3,914,658
Total investments 42,750,459 33,934,483
OTHER ASSETS
Restricted cash and cash equivalents - interest reserve 1,875,016 1,875,572
Restricted cash and cash equivalents - premium reserve 3,750,031 3,361,231
Restricted cash and cash equivalents - capital contributions 3,553,783 -
Note issuance costs, net 846,017 919,583
Total other assets 10,024,847 6,156,386
53,086,896 43,941,532

LIABILITIES AND NET ASSETS (DEFICIT)

CURRENT LIABILITIES
Accounts payable S 53,074 S 15,426

Accrued interest 90,588 1,395,691
Total current liabilities 143,662 1,411,117
NOTES PAYABLE 50,000,000 44,800,000

NET ASSETS (DEFICIT)
Unrestricted 2,943,234 (2,269,585)
53,086,896 43,941,532

The accompanying notes are an integral part of these financial statements.




INVESTSC, INC.
STATEMENTS OF ACTIVITIES

For the years ended

December 31,
2010 2009
REVENUES
Tax credit sales S 1,840,000 $ -
Interest on escrow deposits and operating accounts 48,036 1,388
1,888,036 1,388
EXPENSES
Amortization of note issuance costs 73,566 73,567
Note commitment fees - 29,195
Interest expense 3,492,732 2,450,230
Salaries and benefits 49,758 66,616
Payroll taxes 2,308 4,351
Legal and professional fees 79,742 37,497
Rent 7,500 7,500
Trustee expense 4,750 4,750
Other 6,474 5,226
3,716,830 2,678,932
NET INVESTMENT LOSS (1,828,794) (2,677,544)
NET REALIZED GAIN ON INVESTMENTS 510,755 678,137
NET UNREALIZED GAIN ON INVESTMENTS 6,530,858 1,279,488
CHANGE IN NET ASSETS (DEFICIT) 5,212,819 (719,919)
NET DEFICIT, BEGINNING OF YEAR (2,269,585) {1,549,666)
NET ASSETS (DEFICIT), END OF YEAR S 2,943,234 $ (2,269,585)

The accompanying notes are an integral part of these financial statements.
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INVESTSC, INC.,
STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Change in net assets (deficit)

Adjustments to reconcile change in net assets (deficit) to

net cash used for operating activities
Amortization of note issuance costs
Accrued interest reinvested
Unrealized gain on investments
Realized gain on sale of investments
Changes in deferred and accrued amounts

Accounts payable
Accrued interest

Net cash used for operating activities

INVESTING ACTIVITIES

Investments in portfolio companies
Proceeds from sale/liquidation of investment

Net cash used for investing activities

FINANCING ACTIVITIES
Borrowings on notes payable

Net cash provided by financing activities

Net increase in cash and cash equivalents

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR
Unrestricted
Restricted - interest reserve
Restricted - premium reserve
Restricted - capital contributions

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest

The accompanying notes are an integral part of these financial statements.

For the years ended
December 31,

2010 2009
5212,819 $ (719,919)
73,566 73,567
(32) 322
(6,530,858) (1,279,488)
(510,755) (678,137)
37,648 9,497
(1,305,103) 1,350,397
(3,022,715) (1,243,761)
(4,659,437) (15,107,993)
2,885,074 1,637,819
(1,774,363) (13,470,174)
5,200,000 19,800,000
5,200,000 19,800,000
402,922 5,086,065
9,087,417 4,001,352
9,490,339 $ 9,087,417
311,509 $ 3,850,614
1,875,016 1,875,572
3,750,031 3,361,231

3,553,783 -

9,490,339 $ 9,087,417
4,797,835 $ 1,099,833




INVESTSC, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
InvestSC, Inc. (the Organization), a South Carolina Not-for-Profit Corporation was formed on March 1,
2007 by the Jobs and Economic Development Authority (JEDA) at the request of the South Carolina
Venture Capital Authority (VCA), an agency formed within the South Carolina Department of Commerce.
The VCA selected the Organization to serve as a "designated investor group" under the provisions of the
Venture Capital Act of South Carolina. :

Financial statement presentation
The Organization prepares its financial statements in accordance with accounting standards for not-for-
profit organizations. Accounting standards require the Organization to report information regarding its
financial position and activities according to three classes of net assets: unrestricted, temporarily restricted
and permanently restricted. The Organization had no temporarily or permanently restricted net assets.

Cash and cash equivalents
The Organization considers all highly liquid investments with original maturities of three months or less
to be cash equivalents.

Investments

The Organization, in accordance with generally accepted accounting principles, is an investment
company under the AICPA Audit and Accounting Guide Investment Companies. As such, the
Organization’s investments are reported at fair value. Unrealized gains and losses resulting from
changes in fair value are recognized in the corresponding statements of activities. Realized gains are the
amount by which the sale price of an investment exceeds its cost basis. The values estimated for
portfolio investments are based on available information and do not necessarily represent amounts that
will ultimately be realized. Such values depend on future circumstances and cannot reasonably be
determined until the investments are actually liquidated. Because of the inherent uncertainty of
valuations, the estimates of fair values may differ significantly from the values that would have been
used had a ready market existed for the investments, and differences could be material. See Note 3 for
fair value portfolio disclosures related to the portfolio investments.

Accounting standards define fair value, establish a framework for measuring fair value, and require
certain disclosures about fair value measurements. The definition of fair value is based on the exchange
price and clarifies that the exchange price is the price in an orderly transaction between market
participants to sell the asset or transfer the liability in the market in which the reporting entity would
transact for the asset or liability. This definition focuses on the price that would be paid to acquire the
asset or received to assume the liability (an entry price). Accounting standards emphasize that fair value
is a market-based measurement, not an entity-specific measurement.

Accounting standards describe three levels of inputs that may be used to measure fair value.
Investments measured and reported at fair value are classified and disclosed in one of the following
categories:

Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data for substantially the full term of the assets or liabilities.
{Continued)
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