	Summary of Terms of Venture Capital Limited Partnership Agreement

	

	IPA Venture Capital Fund, L.P. (the “Fund”)

	

	Terms and Provisions

	Purpose
	The “purpose” identifies the Fund’s focus and investment objective, such as, “to earn superior returns from early-stage investments in e-commerce ventures.”  Provisions may limit the amount invested in any one venture and/or restrict the types of investment vehicles the Fund can use.

	General Partner
	Normally the General Partner is a partnership of individual general partners.  Investors in the Fund may seek access to the contract between the individual general partners in order to assess their incentives and perhaps seek revisions and limitations to the agreement.

	Limited Partnership Interests
	The provision specifies the total amount of the Fund that is being raised, such as $250 million, and the minimum per investor, such as $10 million.

	General Partner’s Investment
	The usual contribution is 1 percent, and sometimes may be in the form of a promissory note.

	Minimum for Closing
	The provision specifies the dollar commitment, such as $100 million, that must be received before initial closing.  If there is a subsequent closing, it may be required to occur within a fixed period, such as one year after the initial closing.  

	Payment of Subscriptions
	Investors must provide a specified amount of capital at the time of closing (such as 30 percent of their total commitment).  Subsequent calls may be at specified times, but often are made on short notice to afford maximum flexibility for investing the funds. Penalties for late or missed calls will be enumerated.

	Term 
	The term of the agreement usually is 10 years, with options to extend under certain conditions, which permit orderly liquidation of investments.

	Allocation of Profit and Loss
	The provision specifies allocation of profits and losses.  Currently, most common allocation is 80 percent to Limited Partners and 20 percent to the General Partner, though sometimes the General Partner share is higher. Other provisions are possible and related to how gains and losses are treated.  For example, an agreement may facilitate allocation of more of the taxable gain to non-taxable investors.  

	Distributions
	The provisions ensure prompt distribution of invested capital and gains.  Normally, distributions can be in the form of cash and public securities.   Terms may specify that the investors receive a full return of their invested capital before the General Partner receives any distributions.  An alternative is to distribute the 20 percent of the gains to the General Partner, but if there are losses on some investments then the agreement would obligate the General Partner to make up for the overcompensation.   

	Service Fee
	Normally, the service fee is 2.5 percent of contributed and committed capital, possibly with adjustments for inflation.  The fee may be linked to expenses, may specify specific offsets to be charged, and may be set in light of other funds under management.

	Organizational Expenses
	The front-end cost of setting up the Fund is usually paid out of the capital contributions to the Fund.  The agreement may specify a maximum amount and enumerate items covered.

	Conflicts of Interest
	Provisions limit co-investing with individual general partners or with earlier funds of the venture capitalist.

	Other Restrictions and Limitations
	Other restrictions include prohibitions on borrowing, organizing follow-on funds, etc.  The intent of the provisions is to control effort devoted to the Fund and to prevent risk shifting.


