§ 1.01
§ 1.02

§ 2.01
§ 2.02

TABLE OF CONTENTS

CHAPTER 1

Introduction

CHAPTER 2

Letter of Intent—Equity Based Financing

Letter of Intent or Term Sheet...............
Basic Term Sheet .........................
[1] Preamble............................
[2] Brief Summary of Transaction ..........
[3] Outstanding Capitalization..............
[4] Closing Date.........................
[5] Useof Proceeds......................
[6] Stock Option Plan ....................
[7] Representation and Warranties ..........
[8] Dividends ...........................
[9] Liquidation Preference.................
[10] Conversion Ratio; Anti-Dilution
Adjustment........................
[11] Automatic or Mandatory Conversion .. ...
[12] Voting Rights........................
[13] Registration Rights....................
[14] Lock-Up ..o
[15] Information and Reporting. .............
[16] Participation in Future Offerings.........
[17] Transfer to Affiliates ..................
[18] Board of Directors .. ..................
[19] Protective Provisions ..................

Xvii

2-4
2-4

2-5
2-6

2-7
2-7

2-8

2-9
2-10
2-10
2-10
2-12
2-12
2-12
2-13
2-13
2-14

(Rel. 21)



XViil

§ 2.03
§ 2.04
§ 2.05

§ 2.06
§ 2.07
§ 2.08

§ 2.09
§ 2.10
§2.11

§ 3.01
§ 3.02

VENTURE CAPITAL

[20] Directors and Officers Insurance.........
[21] Employment Agreements; Key
Man Insurance . ....................

[22] Stockholders Agreement ...............
[23] Standstill .. .............. ... .. ... ....
[24] Confidentiality .......................
[25] Public Non-Disclosure .. ...............
[26] Expenses..........couiiiiii..
[27] Contingencies . ..............ouuunn...
[28] Miscellaneous Provisions...............
Letter of Intent—Participating Preferred . . . . . ..
Participating Preference with a Cap...........
Issuance of Warrants. .. ....................
[1] InGeneral...........................
[2] Warrant Coverage. ....................
[3] Strategic Relationships.................
Mandatory Redemption. . ...................
PaytoPlay ....... ... ... . . L
Form of Term Sheet for Equity-Based

Financing (Basic) .......................
Form of Term Sheet (Long-Form Letter) .. ....
Form of Term Sheet (Short-Form Letter) ... ...
Form of Letter of Intent (Intro Letter and

Term Sheet). ........ ... .. ..

CHAPTER 3

Letter of Intent—Debt Based Financing

Debt Financing . ..........................
Basic Term Sheet . ........................
[1] Preamble............................
[2] Basic Description of the Offering........
[3] Participation ............... .. ........
[4] Closing Date.........................
[5] Terms of the Notes. .. .................
[6] Security............oovvrirunenennn...
[7] Useof Proceeds......................
[8] Warrants . ..........................
[9] Negative Covenants .. .................
[10] Information Rights....................
[11] Expenses..........oovuvinieinnnnnn..
[12] Conditions to Closing. .................



TABLE OF CONTENTS Xix
[13] Confidentiality and Public

Non-Disclosure. .. .................. 3-11
[14] Exclusivity ........... ... ...,
[15] Binding Provisions.................... 3-13
§ 3.03 Form of Term Sheet....................... 3-14
§ 3.04 Debt Financing—Convertible Promissory
Note Financing—Form of Term Sheet . . . ... 3-25
§ 3.05 Debt Financing—Form of Convertible
Promissory Note Purchase Agreement ... ... 3-28
§ 3.06 Debt Financing—Form of Convertible
Promissory Note . ....................... 3-38
CHAPTER 4

Due Diligence Request

§ 4.01 Due Diligence and Its Purpose............... 4-2
§ 4.02 The Due Diligence Scope and Process ........ 4-3
§ 4.03 Due Diligence Request List .. ............... 4-4
[1] Corporate Records .................... 4-4
[2] Stock and Securities Issuances .......... 4-4
[3] Material Agreements .................. 4-5
[4] Related Party Transactions.............. 4-7
[5] Intellectual Property Assets............. 4-7
[6] Confidentiality and Related
Agreements. .. ... . 4-9
[7] Employment Matters .................. 4-10
[8] Financial Statements and Tax
Documentation .. ................... 4-11
[9] Litigation..................ccovvunn... 4-12
[10] Industry and Business of the
Company. .. ......covureiieennann.. 4-13
[11] Miscellaneous . ....................... 4-13
§4.04 On-Site Visit......... ..., 4-14
§ 4.05 Dealing with Negatives. .................... 4-

§ 4.06 Focus on Intellectual Property Due

Diligence......... ... . i 4-16

[I] Ownership and Status. ................. 4-16

[2] SCOPE. ..o i 4-18

[3] Validity and Enforceability ............. 4-18

§ 4.07 Form of Due Diligence Request List.......... 4-21

(Rel. 21)



XX

§ 5.01

§ 5.02

§ 5.03
§ 5.04
§ 5.05

§ 6.01
§ 6.02
§ 6.03
§ 6.04
§ 6.05
§ 6.06

Th
[1]
2]
[3]
[4]
[5]

[6]
[7]
[8]
[9]

VENTURE CAPITAL
CHAPTER 5

The Certificate of Incorporation of a
Venture-Backed Corporation

e Certificate. . ......... ... ... ... .. ...
InGeneral...........................
Authorized Capital Stock...............
Classes and Series of Stock.............
Dividends ........... ... ... ... .....
Liquidation Preference; Deemed

Liquidation . .......................
Redemption..........................
Conversion . ............oiiiiiini..
Voting Rights .. ......................
Designation of Directors ...............

[10] Liability of Directors .. ................
Forms of Certificate of Incorporation .........

[1]
[2]

[3]

Short-Form Certificate of Incorporation . . .

Amended and Restated Certificate of
Incorporation ......................

Restated Certificate of Incorporation
Designating Classes of Preferred

Standard Form of Corporate Bylaws . .........
Voting Agreement. . ............ ... ........
Form of Indemnification Agreement

Int

(Directors and Officers) ..................

CHAPTER 6

Conversion: Anti-Dilution Provisions

roduction . . ...

Convertible Preferred Stock .................
Convertible Notes . .. ......................
Warrants. . ........ ... .
Conversion Generally: Preferred Stock ........
General Adjustments to the

[1]
2]

Conversion Price. . ......................
Structural Changes: Stock Splits,
Combinations and Dividends. .........
Structural Changes: Merger or
Reorganization, etc. . ................

5-2
5-2
5-3
5-5
5-6

5-7
5-8
5-9
5-11
5-11
5-12
5-14
5-14

5-17



§ 6.07
§ 6.08
§ 6.09
§ 6.10

§ 7.01
§ 7.02

§ 7.03

§ 7.04

§ 7.05

TABLE OF CONTENTS

Price Protection: Anti-Dilution
Adjustments .......................
[a] Full Ratchet Anti-Dilution Provisions. . .
[b] Weighted Average Anti-Dilution
Provisions. . ...................
[c] Additional Shares of Common Stock. ..
[d] Deemed Issuances ................

Special Considerations .....................
Pay-to-Play Provisions .....................
Warrant Provisions . .......................
Convertible Note Provisions. ................

CHAPTER 7

The Purchase Agreement

Introduction. . ....... ... ... ... L

General Drafting and Negotiating
Considerations. . . ................ ...,

Key Sections . ...,

(1]

(2]

(3]
[4]
(3]
(6]
[7]
(8]

Sale and Issuance.....................
[a] Purpose............ ... .. ... ... ..
[b] Valuation .......................
[c] ClosingDate ....................
[d] Additional Closings...............
Company Representations and
Warranties: Generally ...............
Disclosure Schedules .. ................
Materiality Qualifications. . .............
Ordinary Course. .. ...........cooun...
Dollar Thresholds.....................
Knowledge ..........................
Investor Representations and Warranties . . .
[a] Purpose............ ... .. ... ... ..
[b] Regulation D and Investor
Sophistication. .. ...............

Conditions Precedent to Closing .............

(1]
(2]

Purpose ....... ...
Key Closing Conditions. . ..............
[a] Representations, Warranties

and Obligations . ...............
[b] Opinion(s) of Counsel.............

Indemnification . ..........................
[17 Purpose..........ccoiiiiiin..
[2] Limitations .......... ... ...,

XX1

6-16
6-18
6-21
6-26
6-27
6-28
6-29

7-2

7-4
7-4

7-5
7-5
7-5

7-6
7-11
7-12
7-13
7-13
7-14
7-14
7-14

7-18

7-18
7-19
7-20
7-20
7-21

(Rel. 25)



XX11

VENTURE CAPITAL

§ 7.06  Governing Law and Dispute Resolution .. .....
Purpose ....... ... i
Governing Law. ......................
Dispute Resolution. . ..................
Form of Purchase Agreement................
§ 7.07A Form of Alternative VC Securities Purchase
Agreement. . ......... ...
Form of Multi-Party Purchase and Assignment
Agreement for Portfolio of VC Interests. . . ..
Venture Capital Fund Investor Questionnaire . . .

§ 7.07

§ 7.08

§ 7.09

§ 8.01
§ 8.02

§ 8.03
§ 8.04

§ 8.05

[1]
2]
[3]

CHAPTER 8

Investor Rights Agreements

Introduction . .............. ... ... ... .....
Registration Rights . .......................

[1]
2]

[3]
[4]
[5]
[6]
[7]
[8]

[1]
2]
[3]
[4]

[5]

Types of Registration Rights............

[a]
[b]

[c]

Demand Registration Rights........

Incidental or “Piggyback”
Registration Rights .............

S-3 Registration Statements . .. ... ..

The SEC Approval Process.............
Registration Expenses .................
Indemnification. ......................
Market “Lock-up” Agreement...........
Amendments. ........................
Termination of Registration Rights.......
Preemptive Rights. ........................
Information and Observer Rights.............
Information Rights . ...................
Inspection Rights .....................
Observer Rights ......................
Termination of Information and

Observer Rights .. ..................

Confidentiality .......................
Additional Post-Closing Covenants ...........
[1] Affirmative Covenants.................

[a]
[b]
[c]

[d]
[e]

Insurance .......... ... ... .. .. ...
Employment Agreements ..........
Employee/Consultant Vesting

in Equity Awards ..............
Qualified Small Business Stock . .. ..
Meetings of the Board of

Directors and Board Expenses . . . .

7-23
7-23
7-23
7-23
7-26

7-67

7-119

8-2
8-3
8-3
8-5
8-5

8-10
8-14
8-16
8-22
8-24
8-28
8-30
8-30
8-32
8-38
8-38
8-41
8-42

8-43
8-43
8-45
8-45
8-45
8-46

8-47
8-48

8-48



§ 8.06

§ 8.07
§ 8.08

§ 8.09

§ 9.01
§ 9.02
§ 9.03

§ 9.04

§ 10.01 Introduction

TABLE OF CONTENTS

Modification and Termination of the

Investor Rights Agreement. ..........
Form of Investor Rights Agreement . . ...

Form of Amendment of Investor Rights

Agreement ............... ... ..

Qualified Opportunity Zone Pledge Fund

Participation Agreement.............

CHAPTER 9

Control Provisions

Managing and Limiting Risk ...........
Initial Financing Risk .. ............ ...
Operational Risk .....................
[1] Board of Directors Participation .. ..
[2] Protecting Voting Rights ..........
ExitRisk ........... ... ... .. ... .. ...

CHAPTER 10

§ 10.02 Basic Terms of a Right of First Refusal

and Co-Sale Agreement .............
[1] Recitals........................

[2] Definitions. .....................

[3] Right of First Refusal.............

[a] Notice.....................
[b] Company and Investor’s Rights

[c] Procedures .................
[4] Right of Co-Sale.................
[a] In General .................
[b] Process....................
[c] Founder Exceptions..........
[d] Multiple Types of Securities. . .

[e] Company’s Right to Refuse

Transfer .................

[f] Corrective Provisions. ........

[5] Drag Along.....................
[6] Employee-Held Securities .........

Right of First Refusal and Co-Sale Agreement

XX1il

8-50
8-52

8-108

8-112

9-3
9-5

9-6
9-9

10-2

10-3
10-3
10-4
10-4
10-4
10-5
10-7
10-8
10-8
10-9
10-10
10-11

10-11
10-12
10-13
10-15
10-16

(Rel. 21)



XXiv VENTURE CAPITAL

[8] Termination.......................... 10-16
[9] Conclusion .......................... 10-16.1
§ 10.03 Form of Right of First Refusal and
Co-Sale Agreement. . .................... 10-16.2
§ 10.04 Right of First Refusal and Co-Sale Agreement
(Another Form)......................... 10-32
CHAPTER 11
Warrants
§ 11.01 Background .............................. 11-2
§11.02 Warrant .......... ... ..., 11-3
[1] Legend................ ..., 11-3
[2] Introductory Paragraph................. 11-3
[3] Exercise.............c.coiiiiiiinnin.. 11-4
[a] Cash Exercise.................... 11-5
[b] Cashless Exercise................. 11-6
[c] Automatic Exercise ............... 11-8
[d] Mandatory Exercise............... 11-8
[4] Reservation of Shares.................. 11-10
[5] Adjustment to Number of Issuable Shares. . . 11-10
[a] Dividends, Stock Splits, Subdivisions
or Combinations ............... 11-10
[b] Recapitalizations ................. 11-11
[c] Change of Control Events.......... 11-12
[d] Other Distributions ............... 11-13
[e] Price Adjustments ................ 11-14
[6] Other Provisions. ..................... 11-21
[7] Appendices.................cccuuin... 11-26
§ 11.03 Form of Warrant.......................... 11-31
CHAPTER 12

Promissory Notes

§ 12.01 InGeneral ....... ... ... ... ... ... .. .. 12-1
§ 12.02 Bridge Financing. ......................... 12-3
§ 12.03 Deal Documents .......................... 12-4
[1] Securities Act Legend ................. 12-4
[2] Who Owes What to Whom and When? . .. 12-5
[B3] Usury.......coovririniinnan... 12-6
[4] Security...........oovirirunenenan... 12-7

[S] Ranking............................. 12-7



§ 12.04

§ 12.05
§ 12.06
§ 12.07
§ 12.08

§ 13.01
§ 13.02

§ 13.03

7]

TABLE OF CONTENTS

Interest; Payments ....................
Conversion . .............couiiaa..
Representations and Warranties. . ........
Covenants . ...,

tate Regulatory Considerations

for Commercial Lending .................

(1]
(2]

Introduction. . ....... ... .. .. ...
California Financing Law (CFL).........

Form of Promissory Note: Annotated Form . . ..
Form of Promissory Note: Long Form ........
Form of Demand Note . ....................
Form of Guaranty . ........................

CHAPTER 13

Founder’s Agreements

Introduction . . ......... ... i
Employment Arrangements. . ................

(1]
(2]

Introduction. . ........... ... ... ...,
Offer Letters Versus Employment
Agreements. . .......... ...

Provisions of an Employment Agreement. . .. ..

(1]
(2]
(3]
(4]
[3]
[6]
[7]
(8]
[]
[10]

Preamble/Whereas Clauses .............
Duties/Scope of Employment ...........
Employment Term . ...................
Compensation . . ..........ouveuenenan..
Termination of Employment ............
Consequences of Termination ...........
Non-Competition Provisions ............
Change in Control Agreement...........
Excess Parachute Payments.............
Miscellaneous . . ......................

§ 13.04 Form of Employment Agreement and
Offer Letter. . ....... ...t

[1]
2]

Form of Employment Agreement . .......
Form of Offer Letter ..................

§ 13.05 Confidentiality and Assignment of
Intellectual Property Arrangements . ........

[1]
2]
[3]

Introduction. ............ ... ... .....
Consultants . ............ ...
Preamble/Whereas Clause ..............

XXV

12-9
12-10
12-12
12-12
12-13
12-16

12-17
12-17
12-18
12-23
12-44
12-53
12-55

13-2
13-3
13-3

13-3
13-5
13-5
13-5
13-7
13-8
13-11
13-15
13-18
13-20
13-22
13-23

13-27
13-27
13-41

13-45
13-45
13-45
13-45

(Rel. 21)



XXV1

§ 13.06

§ 14.01
§ 14.02

§ 14.03

§ 15.01

§ 15.02

[4]
[3]
(6]
[7]
(8]

VENTURE CAPITAL

Restricted Information . ................
Confidential Information ...............
Assignment of Intellectual Property . ... ..
Remedies. ............. .. ... ... .....
Miscellaneous . . .. ........ ... .. ...

Form of Confidential Information and

Invention Assignment Agreement ..........

CHAPTER 14

Opinion Letters

Closing Opinion . .............couvuerenn..
Basic Closing Opinions ....................

[1]
2]
[3]
[4]
[3]
(6]
[7]
(8]

Corporate Status. . ....................
Corporate Power and Enforceability .. .. ..
Enforceability ........................
Capitalization . .......................
Consents, Approvals, and Filings ........
Securities Exemption ..................
No Conflict. ........... ... . ... ....
No Litigation ........................

Form of Closing Opinion for Issuance of

[1]
(2]

IPOs

[1]
(2]
(3]
(4]

Series B Preferred Stock .................

CHAPTER 15

Exit Strategies

Why Exit Strategies Are Important. . .. ...
Types of Liquidity Events..............
Introduction. . ............ .. ... ... ...,
Advantages of Going Public ............
Disadvantages of Going Public..........
Emerging Growth Companies and the
JOBS Act.......ooiii
[a] Changes in Disclosure Requirements. . .
[b] Auditor Attestation on Internal
Control Over Financial Reporting. . .
[c] New Audit Standards. .............

13-46
13-47
13-50
13-54
13-54

13-55

14-1
14-3
14-3
14-3
14-4
14-4
14-6
14-7
14-7
14-8

14-9

15-2
15-2
15-3
15-4
15-4
15-4
15-5

15-6
15-7

—_—
o
[C BN |



§ 15.03

§ 15.04

§ 15.05

§ 15.06
§ 15.07

§ 15.08

TABLE OF CONTENTS

[d] Communications with Investors
and Research Analysts ..........
[e] Confidential Submissions of
Registration Statements. .........
Preparing for a Public Offering ..............
[1] Selecting the Listing Entity . ............
[2] Board Composition. ...................
[3] Audit Committee .....................
[a] Sample Audit Committee Charter. . . .
[4] Compliance with Sarbanes-Oxley ........
[a] Loans to Officers and Directors . . . ..
[b] Management Reporting . ...........
[c] Certifications ....................
[d] SEC Independence................
[5] Compensation Committee and Nominating
and Governance Committee ..........
[a] Sample Compensation Committee
Charter for NYSE-Listed
Company .....................
[b] Sample Compensation Committee
Charter for NASDAQ-Listed
Company .....................
Selecting an Underwriter ...................
[1] Types of Offering.....................
[2] Role of the Analyst ...................
Liquidating Shares After the IPO.............
[1] Registration Statements ................
[2] Rule 144 ... ... .. ... . ... ... ...
[3] Restrictive Legends ...................
Reverse Mergers . . ........ ...,
Sales and Mergers. . ........... ...,
[1] Sales of Porfolio Companies............
[2] Consideration Received on the Sale ... ...
[a] Receiving Unregistered Shares of
a Public Company..............
[b] Receiving Registered Shares of
a Public Company..............
[c] Shelf Registrations. ...............
[3] Compliance with GAAP,
the Sarbanes-Oxley Act and
Other Regulations. ..................
[4] Issues with Affiliates ..................
[5] Indemnification.......................
[6] Section 3(A)(10) Hearings..............
Conclusion. .......... ...

15-31

(Rel. 21)



XXViii

§ 16.01
§ 16.02

§ 17.01
§ 17.02

§ 18.01
§ 18.02

§ 18.03

§ 19.01
§ 19.02
§ 19.03

VENTURE CAPITAL
CHAPTER 16

Down Round Financings

Introduction . . ....... .. ... i
Responsibilities of the Board of Directors

with Regard to Dilutive or Down

Round Financing. .......................

CHAPTER 17

ChecKklist of Initial Issues for
Representing Start-Up Companies

Introduction . ........... .. ... .
Checklist . ... ..

CHAPTER 18

Choice of Entity for a Start-Up Business

Introduction . . ..... ... ... .. .
Types of Entities. .. .............. . oot..
[1] “C” Corporations .....................
[2] Limited Liability Companies............
[3] “S” Corporations .....................
[4] Limited Partnerships...................
[5] General Partnerships...................
[6] Sole Proprietorships...................
Form of Memorandum to Entrepreneurs on
Choice of Entity .. ......................

CHAPTER 19

Non-Disclosure Agreement

OVEIVIEW . . oot
Venture Capital Perspective .. ...............
Non-Disclosure and Confidentiality Agreement . . .
[I] Preamble............................
[2] Confidential Material . .................

16-1

16-3

17-1
17-2

18-1
18-3
18-3
18-4
18-5
18-6
18-6
18-6

18-7

19-1
19-2
19-3
19-3
19-3



TABLE OF CONTENTS

3] Limitations on Duty of Confidentiality. . . .
4] Public Disclosure . ....................
5] Indemnity ...........................
6] Return of Evaluation Materials . .........
7] Injunctive Relief......................
[8] Miscellaneous . .......................
§ 19.04 Form of Non-Disclosure and Confidentiality
Agreement. . ............ ..,

[
[
[
[
[

CHAPTER 20

XX1X

19-4
19-5
19-6
19-6
19-6
19-7

Regulation of Venture Capital Fund Managers

§ 20.01 Venture Capital Fund Managers as
Investment Advisers ....................
[1] Introduction..........................
[2] The VC Exemption for Private Fund
Advisers . ...
[3] Form ADV Reporting Obligations of
an Exempt Reporting Adviser.........
[4] Corporate Venture Capital Funds ........
§ 20.01A Term Sheet: Preliminary Summary of
Principal Terms. . ........... ... .. ... ...
§ 20.02 Memorandum to Legal Department About
Venture Capital Funds . ..................
§ 20.03 Basic Form of Venture Capital Agreement. . . ..
§ 20.03A Venture Capital Fund Agreement ...........
§ 20.04 Document and Responsibility Checklist . . .. ..
§ 20.05 Venture Capital Fund Investments: Model
Limited Partnership Agreement............
[1] Fund Economics......................
[a] Distributions. ....................
[b] General Partner Clawback..........
[c] Management Fees ................
[d] Fund Expenses and General Partner
Expenses .......... ... ... ....
[2] Standard of Care, Exculpation and
Indemnification. . ...................
[a] Standard of Care .................
[b] Incorporation of Fiduciary Duties. . . .
[c] Pre-Clearance of Conflicts of
Interest............ ... ... ....
[d] Exculpation and Indemnification .. ..
[e] Related Indemnity Provisions. . .....

(Rel. 26)



XXX VENTURE CAPITAL

[3] Limited Partners’ Rights and Remedies . . . 20-265

[a] Advisory Committee Provisions. .. .. 20-266

[4] Key Person Provisions................. 20-267

[5] General Partner Removal............... 20-268
[6] LP Information and Communication

ACCESS. o vt 20-270

[a] Nature of Information............. 20-270

[b] Presentation of Information......... 20-270

[c] Use of Information ............... 20-271

[d] Role of the Advisory Committee . . . . 20-272

[7] Negotiating Terms .................... 20-272

§ 20.06 Form of Separate Account Agreement......... 20-273

CHAPTER 20A

Introduction to Venture Capital Fund
Subscription Credit Facilities

§ 20A.01 Introduction............................ 20A-1
§ 20A.02 Form of Revolving Credit Agreement for

VCFund............ ... .. ... ..... 20A-3

CHAPTER 21

Pay-to-Play

§21.01 OVerview .. .......oiuniiniinnininnnenn.. 21-1
§ 21.02 Implementation ........................... 21-3
§ 21.03 Additional Features........................ 21-4
§ 21.04 Enforceability ........ ... ... ... ... ... 21-5
§ 21.05 Examples of Pay-to-Play Provisions .......... 21-6
[1] Special Mandatory Conversion .......... 21-6
(2] Pull-Up Pay-to-Play ................... 21-7

CHAPTER 22

Management Incentive Plans in Connection
with a Sale of a Company

§ 22.01 Management Carve-Out .................... 22-1
§ 22.02 Size and Structure. . ............ ... ....... 22-3
§ 22.03 Participants and Allocations. ................ 22-5



§ 22.04
§ 22.05

§ 23.01
§ 23.02

§ 23.03

§ 24.01
§ 24.02
§ 24.03

TABLE OF CONTENTS

Other Considerations. . .....................
Form of Management Incentive Plan..........

CHAPTER 23

Board Observer Agreements

Introduction. . ........... ... .. .. ... ...,
Board Observer Agreement .................

[1]

Preamble............................
Confidentiality .......................
Press Releases. .......................
Observer Status. .. ...........covvn...
Corporate Opportunity .. ...............
Additional Information.................

CHAPTER 24

Management Rights Letter

Introduction . . .......... .. .. .. ...
Management Rights Letter..................
Form of Management Rights Letter...........

CHAPTER 25

Using a Limited Liability Company

XXX1

22-6
22-7

as a Choice of Entity for Venture-Backed Companies

§ 25.01
§ 25.02
§ 25.03
§ 25.04
§ 25.05
§ 25.06
§ 25.07
§ 25.08

and Investment Vehicles

Introduction. . ........... ... .. .. ... ...,
Formation................................
Taxation. ..........c.ouiininiinnnanann.
Management ............. ... ... . ...
Membership........... .. i
Limiting Fiduciary Duties. ... ...............
Raising Capital ...........................
LLC Purposes . ......oovviiinninnnnann ..

[1]
2]
[3]

Choice of Entity .. ....................

Special Purpose Vehicle................
Series LLC . ........ . i

25-2
25-3
25-4
25-5
25-6
25-7
25-8
25-9
25-9
25-9
25-9

(Rel. 26)



XXXl VENTURE CAPITAL

§ 25.09 Why Venture Capital Firms Avoid LLCs . .. ...

§ 25.10 Form of Initial Operating Agreement . ........

§ 25.11 Form of Amended and Restated Operating
Agreement. . ............... ...

CHAPTER 26

Series Limited Liability Companies

§ 26.01 Introduction..............................

§ 26.02 Benefits and Considerations. ................

§ 26.03 Formation.............. ...,

§ 26.04 Differences Between Series .................

§ 26.05 Legal Concerns . ............c.covieniinen...

[1] State Law ........ ... ... . ... . ......

[2] Tax Law ....... ...,

[3] Bankruptcy Law......................

§ 26.06 Best Practices ............................
§ 26.07 Form of Series Limited Liability Company

Operating Agreement .. ..................

CHAPTER 27

Alternatives to Founder’s Equity:

A Separate Class for the Entrepreneur/Founder

§ 27.01 Introduction..............................
§27.02 Liquidity . ...
§ 27.03 Protective Provisions. .. ....................
§ 27.04 Leverage for Negotiations with Investors . . . ...
§ 27.05 Form of Charter with Class E Common

CHAPTER 28

Special Forms for Rule 506(c) Offerings

§ 28.01 Introduction.................. ... ...,
§ 28.01AText of 17 C.F.R. § 230506 ................
§ 28.02 Accredited Investor Verification .............
§ 28.03 Forms Introduction . .......................
§ 28.04 Form of Cover Letter for Rule 506(c)

Offerings .. ....... ..o,

26-1
26-3
26-4
26-5
26-6
26-6
26-6
26-7
26-8

26-9

27-1
27-3
27-4
27-5

27-6

28-1
28-3
28-4.5
28-5

28-6



TABLE OF CONTENTS XXXiii

§ 28.05 Form of Subscription Agreement for

Rule 506(c) Offerings. ................... 28-10
§ 28.06 Form of Investor Accreditation Verification

(Entities) Checklist for Rule 506(c)

Offerings .. ..., 28-29
§ 28.07 Form of Investor Accreditation Verification

(Individuals) Checklist for Rule 506(c)

Offerings . ....... ..., 28-31
§ 28.08 Form of Advisor Confirmation Template for
Rule 506(c) Offerings. ................... 28-33

CHAPTER 28A

Pre-Existing Relationships Online

§ 28A.01 Introduction............................ 28A-1
§ 28A.02 Private Placements Under the Securities
Actof 1933 ... ... .. 28A-2
§ 28A.03 Internet Offerings in the Modern Era ... .... 28A-5
CHAPTER 29

Single Purpose Vehicle Online
Subscription Agreement

§ 29.01 Introduction.................. .. ..., 29-1
§ 29.02 Form of Single Purpose Vehicle Online
Subscription Agreement . ................. 29-2
CHAPTER 30

Blue Sky Filings in New York State
for Capital Raised Pursuant
to a Private Placement of Securities
Under Rule 506(B) or Rule 506(C) of Regulation Dt

§ 30.01 Introduction.............................. 30-1
§ 30.02 Sample Memo on Why No Blue Sky Filings
May Be Required in New York............ 30-2

(Rel. 26)



XXX1V VENTURE CAPITAL

CHAPTER 31

Transfer Agreements

§ 31.01 Introduction.................. ... ... 31-1
§ 31.02 Form of Transfer Agreement ................ 31-2
§ 31.03 Form of Investor Questionnaire (Long-Form). . . . 31-19
§ 31.04 Form of Investor Questionnaire (Short-Form). . . . 31-48

INDEX I-1



	VC2003A _PRD_VC2004 _PRD.pdf
	VC2003A _PRD
	VC2004_PRD




