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	Key Covenant Classes: 
	Description and Purpose:

	Overall Fund Management 

	Investment in a Single firm
	As a way to restrict risk-taking by the venture capitalist, the covenant limits the amount of the fund’s investment in a single firm. 

	Use of Debt
	The covenant limits borrowing by the fund and possibly debt maturity.  It also may limit borrowing by the General Partner (venture capitalist) or guarantees of loans by venture capitalist.  The covenant addresses concerns with leveraging the fund and creating conflicts of interest.  

	Co-Investment by Venture Capitalist’s Other Funds
	To limit opportunism and avoid incentive conflicts, the covenant provides for monitoring of decisions to invest in any portfolio company that is in one of the venture capitalist’s other funds.  The covenant may require co-investment with other fund.  

	Reinvestment of Profits
	The covenant restricts or prohibits reinvestment of profits from a fund and concerns possible conflict of interest regarding the venture capitalist’s management fees.  

	Activities of General Partner

	Personal Investing in Portfolio Companies
	The covenant limits the ability of the partners to invest along side of, or in advance of, the fund.  The provision serves several purposes, including controlling incentives of the venture capitalist to over-invest efforts in those funds in which it has a personal investment, and to avoid conflicts about when to harvest.  Limits on the timing of investment may prevent front running by the venture capitalist.  

	Sale of Interest by General Partner
	The General Partner may not be permitted to sell its interest in a portfolio company separately from selling the Limited Partner’s interest.  This provision serves to protect the Limited Partner from self-dealing.    

	Fundraising
	The covenant may limit ability of the General Partner to raise new funds until existing funds are substantially committed (avoid dilution of effort and to prevent efforts to try to increase fees).

	Outside Activities
	The provision ensures that the General Partner provides sufficient effort to portfolio companies, the provision limits its outside activities or involvement with outside companies, especially during the portfolio companies’ early stages.   

	Addition of General Partners
	The covenant limits additions of partners to ensure the quality of effort to the fund remains high.  

	Types of Investments

	Restrictions on Asset Classes
	The provision limits the ability of the General Partner to invest in certain classes of assets, notably those that require less effort (such as public securities), or other venture funds, or in portfolio companies that compete in industries where partners lack expertise.  The provision limits opportunistic behavior by the venture capitalist.     


