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KARNATAKA VENTURE CAFITAL FUND FOR SME SECTOR .

OPERATIONAL GUIDELINES

SPONSORS
Karmalaka Venture Capital Fund (KARVEN Fund) woald be a Trust sponsored by the

Government of Kamnataka through Kematska State Industria] Investment and
Pevelopment Cerporation Limited (KSHDM, . .

KARVEN Fand
Objecitve

The objective of KARVEN Fund is to maice available Venture Capital Fund 1o smal] and
medium sized companies m Kamnataka in the Engineering, Apro processing, Automobile

- Samponeats, Asrospace Enginecring, Clean-Energy. Production’ of Patented Prodicts gnd

such other manukscturing SeGlors,
The Fund intends to

{1} Leverage its management expertise, oﬁemti:mal experience and extensive industry
nebwork, 10 help these start-up asd eXpansion-stage companies to become stceessfil

eitécpri

{ti HSupport . Promisimg . ‘nnovative Engineering, * Ajro r.‘l'f_rf_‘E:S:ii_rlg_,. Automaobite
tomponents, Acrospace Engineering, (lean Energy, Production ol Paterted Producty
and such ﬂther-manufacnlring sectors, B

. {ni} Delaver pood Fj-r_]a_qéial Retums to Invesiorg / Subscribers _

{1v) Increase Empioyment opportunities, Export Teverie to the Cnumr_‘_} and Enireprencur
skills for creating more and more SMEg '

Coustitation _



———— —_ - —_— —— =L e e— ——

Board of Trustee

The Trusiee shali be the KARNATAKA TRUSTEE COMPANY PVI. LID.
{“KATCO") a Company incorporated under the provisions of the Companics Act, 1956
and having its Repistered Office situated at #403, 4% Floor, HVS Court, 21, Cunningham
Road, Bangalore — 560052, The authorised sharc capital of the company is Rs.2.00

Tavestment Manager

Karnatnka Assel M_an'aga.m'ém Cqmp.an}r Private Linsited (KAMCO) a company
neorporated under the Companies Act,- 1936 and having fts registercd office at #403, 4%

Fioor, HVS Court, 21, Cunningham Road, Bangalore - 560052 will be the Investment
Manager. The Investment Manager is responsible for the investments of the Fund. :

Rightts of Deneficiaries’ .

The unil bolders have a pfcpbrﬁ{;ﬁat& 1'.i§i1't in the beneficial ownership of the assets of the

- ~fund-The mritholders have o right to ask the Trustee about any information that may
have an adverss bearing on the investments and ibe Trustes shail be bound to disclose
suchinfomalion. . .- ' R : ' R

' SUMMARY OF PRINCIPAL TERMS

Structare  KARVEN Fund (the Fund) would be stractured as a Trusl invésting

through the Trusiee Company and invest in VCUs  as evaluated and .

recommended by the Investment Manager.
Corpus Mintmum of Rs_5 Crores

Contributer We shall be approaching other instittions such as KSHDC, KSFC,
KSSIDC, SIDBI cte to mobilize the balance Rs. 4 Crore as the minimum

mpus required for -operation of 2 Venture Capital Fund as' per SEBI

regulation is Rs,5 Crore, : B -

Contribution By way of subscription to units each of Rs.25 Lukhs denorination. The
units are not proposed w be listed on any recopnized stock exchange(s) il
the expiry of thrée years from the date of jssnance of units in consonance
with clause 13 of the SEBI Venture Capitdl Fund Repulations 19%6,
wherein it is stated as under S

|'v
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No Venture Fund shall be entifled 1o get 1is securities or units as the cage

may be, listed on any recognized stock exchange 4l the expiry of three

years from the datc of issuance of securities or anits as the case may be, by
'+ the Ventare Capital Fond.

Commencement of Operation of the Fund | -
The fimd becomes operational when tminimun of Rs.5 Crore is comnmitted

for subscription,

Investinent : ' ;
Policy The investment of Fund will be made in Equity / Equity relatad
- instruments / convertible preference shares / convertible debentures or ary
other instruments as may be permitted vnder the SERI guidelines in
Venture Capitat. Undertakings (VO primanly in the privale sector in
new as well asfiisting'(:ump&ﬁies 50 as o achieve the objeciives of the
Fund. - : : ' :

The entire Fund shiall be invesied in Small & Medium Enterprises in the =
Engmeering, Agro processing, . Automohile. -compaonents, .. Aerospace.
Enginecting, Clean Energy, Production of Patented Products amd such
other manufacturing sectors. S ’ e

. ‘} )
_ ) W
The investment in each VCLJ shail range {f0m a minimun: of HH}QK_-C[]{ ha
e & maximum of Rs.100 Lakbs. '

Investments will normally have an exit horizon of 3-5 years eXeept in so
far as iy required undey the SEB] Regulations as muy be in force from time
totime. . ' L S

- The invesiments and all activities of the Fund a5 3 Venture Capita) Fund- .
will be in accordance with Securities and Exchange Board of Indjs
(Venture Capital Funds) Regulations, 1996 and Government of Indiw/RB]
guidelines as applicable, if any. : 3 :

Manager The Manager of the Fund will be Kamataka_ﬁmt Mansgement Company -
.- Private Limited. - - >



Envestment

- Comaites-.. .

Term

Closing

Winding Up

Astdnvestment Commitles appeinted by the Manager shall comprisc nat
more than five or more voting members depending in the size of the
corpus, who are persons of eminence in the ficld of industry, finance,
management, science and technology. Efforts will be made¥o give one
representation to each of the Subscribers suhject to & mimmum investment
of Rs. Crore. '

Tovestment Commitice shall meet =t least once in a quarter (3 months) but
the time gap between two mectings shall net be more than four months to
review the achievement of investment objectives, 1m cstment perf urm;tnce

_steategy and potential conflict-of interest,

The Fund will be a 10 year close-ended Fund, The Fund will normoally

terminate on the tenth anmiversaty ofzhe date of the Trust deed uniess a

consent 1o extend the Trust is given by the Trustee and all the Contributors

" in which event, the period of the Trmt/-Fund will stand -extended to -

lerminate on such later date as may be decided by the unanimous written
approval of the Trustes and all ﬂ‘if: Contritartors provided that such permd
shull oot exéeed 2 vears.

L L

The Fund wit be Dpeﬁ for qu-hscriptiﬁn hy the Contributors up to the end

of 31" Mareh, 2011 or tili the commitied Luﬂmhmmn tﬂt&lmu Rs 5 crores -
ﬂreahz;ed whlchever 1% ea:rher e g

“While the Fund wiil m}m’mll}f tanmnﬂte according 1o Lhr: Clause regarding .-
“Term” mentioned herein above, the Fund, which is set up as a Trast shall

"be wound up acenrding. to Clause 23(1) of Securities and Exchange Board

of India { Venture € aputal Tunds } Regulations, J596. which 1s rcpcatcd
I}araundar for ready 1eIen:nce of the Cuntnbumrs

231 A Scheme of a Venture Capj'tai Yund set up as a tmst shall Be

wpund up :
{a) when the penl‘.}d ul‘ ths qcheme if an].r, menttoned 1n the placement
memorandum is over, :
{h‘i if it iz in the opinion of the trusiees or the trustes company as the: case
“ may be. that the scheme shall be wound up in the mterests of the

lgvestors 1n the units,

~ {c) if seventy-five pereent of the mvestors in the scheme pass a resolution

at 2 meeting of unit holders that the scheme be wound wp or,
(d} if the Board so directs inx the intercsts of rvestors.”

(2y A ventore Capital fond set up as a company shall be wound up in
accordance with the provision of the Compantes Act, 1956 { 1 of 1956}
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W . 23(2) A Venture Capital Fund setup as x Corpany shall be wound up in

= accordance with the provisions of the statule umder which it is constituted.

23{3) The Trustees or Trustee Company of the Venture Capital Fund ser
up as 2 Trisst or the Board of Directors in the case of the VC Fund ig zer Lep

2 cempany (including body corporatey skatt imtimate e Board and — T

_ Investors of the circumstances leading 1o the winding wp of the Fund or
- — — . Scheme under Sub Regutation (1), -

Mamagement Fre . : :

' () A Management - fee of 2.00% pa. (plus applicable . taxes) of the

- Contributions committed to the Fund till the entiye EOFPUS 15 invested.
Thereaficr, the management fee would be based on the outstanding

- corpus at the cnd of the PIEVIOUS year subject 16 4 minimum

management fee of Rs.5 Lakhg per ammum to be paid on quartefly

basis. The management fee is payable for the quaiter duritig which the =

_"Fmd-becomes operationsl ie., receipt of first franche from the
“centributors/sibscribers, S :

The Manager wil! alse be cntitied to. *Success Fee' which would be -
computed as Follows: : :

(1} The Ménagcr will record all cas'h_djstril_:rmiun.ﬂ makes 1o .th{:_s'u_bﬂ.cribem- _

{11} The Managers wijl notity the Tristee of the date-(l‘?ha “Return Date™) when
- the aggregate of these cash distritartions exceeds the TOIMMUMm retim after
redeeming the entire Contribution (defined below). . o

{111) Aslong as this Agreenent is'not remminated. the Trustee will pay the

. -Manager 20%;, 'qf the surplus, if any after meeting the rminimasmn retum,
“MINIMIM RETURN® means 2n amount equal to

{i} The Contributions, piys

(i1} The _.mnmm*t_whicl;r__woiﬂdhcc;ue upon the Contrbution at 15% rerum on
} IRR basis from the. date the contributors fay their contributions. to the
- Return Daute,

Trwustecship Fee

The KATCO will be entitiod 6 5 fixed fec of Rs, 100 Lakh per anpum. It
has to meet all its operational costs



Distribution Reafisation proceeds will be distributed (o investors as soon as practicable

i the form of ineorne_snd . rehmn of eorpus. B s anticipated that the

majority of exits will come from Initial Public Offerings or Acquisitions -

of the V('1Js. The Manager will converl guoted positions into cash to be
distributed 10 unit lmldcrs hut the matre of the siock markets often
precludes easy Hguidation of even quoted holdings. '

Ebtﬂ I}hshment Fipenses

Allpreliminary cxp&nsea, rf;lat.ng tey seiting llpﬂf KARVEN Fund such as .

Trust Registration expenses. legal expenses, SEBI registration fee elc,

shall be et by KAMCO initially and the fund shall reimburse the same '
" alter it becomes operattonal.

' Tees and SAPETISES c}f_'p.rnfe'ﬁional adiisors. dppeinted by the Manager in

elution to the operaiion of the Fund (including Iawyers and accountants},
the costs of printing and circulating reporis and any cosis, expenscs or fees

" aihich 578 assoitaléd Wwith specific investments made, held or reahzed by
the Fund (and not borme by the VC E_T5] will be p&ld by the hManager. '

The Manager WIII try o retover 1he: df:a.l rﬂlated ccrsts {(accounting,
investigations, legal expenses, duc diligence charges - and external
donsnitants’ TEPOTL EXPENSes ete.,) from the VCUs,

The Fund will pt::w]de andied: fivancial stafements anmually fo afl

Reporis
" investors. Bach investor will also be sa[rt a half yearly uu—audfted financial
_ ﬂatement of the Fund. o
Indemnification The Fund will indemnify and hold barmless the Board of Trustees

and the Manager and persopnel agatnst claims, liabilities, costs and

expenses, ineluding legal fees, fneurred by them by reason of their .

activitics on behall’ of theFosd and its portfolio cnmpames

. Tax Cﬂnsidtmﬁuns The Fund W(:-uld qualify for Income Tax exemption as all Income

. of a SEB! registered “Venture Capita! Fund™ under Section 10
" (23FB}. of the Income Tax Act, 1961, (namely capital gains,
dividend, interest, and any other income) woutd-be fully cxempi
from tax in the hands of the Fasd i the investment 15 tnade as per
the sectors mentioned in the Act. However, when the Fund
distnbutes income io individual Subscribers, the samc is taxable
the hands of the Subscrbers.
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RiskFaetors . Aninvestment in a Venture € apstal Fund imvolves sivnificant risk
and. should be considered onby by sophisticated investors able 1o _
assume yisks ol loss and Biguidity inbersnt with an investment in
the Fund. Pleasc see “Risk Faclors’. '

- — . [ _—_—

Awditor o the Fand The Trustee company KARNATAKA TRUSTEE COMPANY
: PYT. LTD. (“KATCO™) will appoint the Auditors 10 the Fund,

THEIN?ESTMENT APPROACH
The overalt objective of the Fund shall be -

Lo to. meet the tong  term risk capital of SME unils 10 Engineering. Agro
processing, Aytomobile cbiiif}éhdn't'é;ﬁm—b."sjjéce"_ﬁngin@eﬂng, Ciean Energy,
" Production of Patented Products and such other manufacturing sectors and to
enable them to achieve rapid growth rafes and maintain their compctitive edge
- in domestic and international rnarkets aud ' ' :
-#H. 1o provide mentoring support for SMFEs.
The Fund's primary . invesiment objective is to arhicve modivm to long term capital
appreciation. by making investiments in equity, equity reldted instrurnents including
comvertible - instruments in uniisted companies/ prowth arientéd  Small & Medium
Entrprises. i Engineering, Agro - processing, Autorxobile comporients, Aerospace

‘Eagineering, Clean Energy; Production of Patented Produels and such other

mamafacturing seciors-as per SERI guidelines. Frvestments wil! typreally be in companies
undertzking carly stage or first/ second stage financing with a track record: or proven
techmology or business model and/or growth and earnings, .

Investmenis of the Fund shall consist primanly of equity. equity related HEStUments.
converiibie instuments etc. in carnparues [alling within the Focus investrnent SCCTOr
Curreally, the sectors expected 1o be of interest fo the Fund include Fngineering, Apro
processing, Automohbile cumponents, Aerospage Engineering, Clean Energy, Production
of Patented Products and such other manufaciiring sectors, :




Ipvesiment Renge  Investment by the Fund is expected o be in the range of Ra.25
Lakhs to Rs.160 Lalkhs.

{nvestieent Horizon mﬁés’t_ﬂﬁ_'ﬁis'ﬁill“ﬁa nade with an envisaged holding period of 3-
5 years although there could be no 3sSUrADCS for exit opportuniiies
during such time trame. '

Juvestmend Instruments  The Fund will predominanty invest in the form of cq{;ity 0f
' equity related instruments, copvertible mstruments CIC.

Tavestment Criteria The Manager would screen for potential investments based o the
' follhwing characteristics: e .

+3; Management- - - ~Strong- apd Dynamic Management with esiablished track record
and having relevant expenence. Lispecially important 1s technicat
expertise with the product / services Iinc and marketing knowledge

2. Market The market will have to be quantifiably large with excellent
opportunilics for growth. Ideally, Companies that are piche players
in specific. market haviog scalable: untapped opportunitics. This

leads the companies to gy global even though they may be much
smaller today. L

3.Faturc Potential -Seek differentiated Products / Highfmd products with- barners to
: new ‘cntrants or large suite suppliers. The- investee Company
should have the potoniial for substantial fisfure camnings &

increased market share ' S

4.Competitiveness  The Investes company should have demonstraled or possess the

' ability to develop sigm ficant competitive advantages R

5. Areaof l:_lperaﬁun"l"h;‘ Fund will be a regionak fomd wim.hig,h prionity investments to
S " Companics based in the State of Karnataka. = .

The imvestment proposals shall be put op lo the Investment Committec  for its
consideration and approval.
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‘The Fund shalt invest in accordance wilk its Tnvestment Objectives and Policies ay

-outlined in the Trast deed. The broad Inrvestment Policy shal! be as under:

1. Not more than Rs.]00 lakhs of the Fund's Capital commitroents shalt be invested
in any one investee comIpany. _ '

—2—Fhe mim i e prejectshal be Rs 25 Ealkhs (Rupees Twenry Five
Lakhs only). The minimum investment criteria may be relaxed by the Bourd of
Investment Manager on the unanimous recommendation of the investment
committee in respect of fnvestment in specific proposals. :

3. The projects to be supported by the Fund shoald promiise a minimum Internal
Rate of Return (“IRR™) of 25% per annum on the investmont, over a period of 3-

. 7 years from income by way of dividend, capital gains, interest and royalies ete,
However, this may be relaxed, if Tccessary, on a case to case basis, by the Board

of Tnvestent Manager, on the unanimous recommendations of the Investment

Commitice In respect of invesimenit in specific proposals upto 2 minimum of 200

- on IRR basis: - g ) : :
4. The Trust Fund may make second and subsequent round of mvestment in the
same project subjest to the limits set ont hereinabove.

. 5. The Fund shail invegt pritnarily in unfisicd companies in the Focus Mvestmen

~ Sectors as indicated above, R S e
6. The exit route for each‘investment shall be indicated i each investment propusal
to be considered by the investment commitice for its recommiendations to invest
...... 11 the identified company. .
7. A'balanced and diversified portfolio shal] be daveloped with an APPFOpriale mis
of mvestments in Start-ups, expansions and technolopy companies. -
8. The Fiund shall not eNEage 1 speculative frading activities i:j'.cﬁnunndities_ or
commodity contracts, ' ' o

9. The Fund will not irvest i companies engaged in the operation of 'caszr';ucrs,'iﬁi;liéfw

gambhing facilities or other activitics forbidden by the Government of India and
SEBL. - _ . : : : i o

Investipens -anr.:es$ :

The Fund will endeavor 1o develop an extensive network of Coniacts amongst the

Engineering, Agro processing, Automobile components, Awrospace Engineering, Clean ?

Energy, Production of Paiented Products and such other manufactiring sectors. Such a
network will. often bring Proprietary transactions to’ the Pund’s attention and the

constituents privide valuable assistance fo the Fund in pégfurming the’ dee diligence _

review,

Investment proposals will be first subjected to an initial review and if found suitable wil|
be prrsued for further mvestigation and due diligence. ¥ the due diligenes procesy
mdicates a favorahle outfook, an outline of investment terms will be negotiated,
Subsequently, proposal will be presented ‘in the form of & detaled -infortnation
memorandum to the duvestment Committée for its consideration and approval,



The Fond to the extent possible will 4y to be the lead investor and will ensure a

representation on the Board of Directors of the VCU

Nurturing

The Fond will try fo assisi the VCUs in terms of making available strategic inputs
pertaimmg 10 human resource development, marketing, financial and other cotporate
ssnes. However, the Fand wﬂl strive not to get mvoived in day to day operations of the
L[ GER :

Exit

The exit wiil be thfough a planned initial public offering although there can be no
assyrmce that sueh opportumities will be available at the proposed tima. Other options
such as sale to promoters, other financial and strategic investors or 1o a special purpose .
“vehiele Wil dls0'be explored 1o énsure maxmiim return on the Fund’s investment.. .

Benefits for the Government by setting up KARVEN Fand:-

1. Based on the past pcrf:}rmamc of KIt VEN Fum:l @ Telum of arpund lfj 12% on IRR
bagis ¢ati be expécted.

2. Dcpmdmg the sive of the Cexpu5 atleast 10-15 SMEs can be- asslsted )

3. Will give employment-opportunity o around 1000 and the annoal turnover of Lheqe '
companies would be around Rs. 500 Crore over a period of ime. :

4. Will further boost the ecinomic activity around the area.

Board Of ﬂi]‘.t*l:lﬂ-i's_-;ﬁ KAMCQ

Ms. Vanditha Sharma; IAS, MD, KSHDC {Chairpersen)

Shri V., P Baligar, IAS; Principal Secretary, C&]J Department

Shri Ashok Kumar Manoli, IAS, Principal Sf:cretary, IT, BT and S&T Dep‘a

Shn KﬂHS]]]kMLIkﬂI_}l 1AS, MDD, KSFC :

Dr. Rat Kumar: Khatn, IAS, Director &€ and Cu:rnnmswmer for Indusmal
Bevelopmen -

6. Shit BV Nawdy, Md]'!d;.__]l‘.l{-_. [nrector, Green Olie {India) lerhnoiaﬂaes Private
Limited. S

7. Sto G L Jere, Ex&cutwe D1rec.tﬂr KSIIDC

8. D S S Chandra Shekar, Executive Director, KSFC

9. Shri Ramesh Dharmaji, GM, SIDBI, Bangalore

16. Shn A R Jayakumar, CEQ.

o p g

-fo- .




_ Board Of Directors of KATCO

L. Ms. Vanditha Sharma, [AS, MDD, KSIIDC (Chairpersom)
2. Shri Kaushik Mukerji, IAS, MD, KSFC : -
3. Shri Ashok Kumar Manoh, 1AS, Principal Secretary, IT, BT and S&T Dept.,

4. Dr. Raj Kvmar Khatri, IAS, Dircetor I & C and Commissioner for 33 .

T ST SETG L dére; Bxecutive Director, KSIIDG |

6. 'Dr. 8 8 Chandra Shekar, Exccutive Director, KSEC
7. Shri Ramesh Dharmaji, GM, SIDBI, Bangalore
8. Shri A R Jayalwmar, CEO. o :

RISK FACTORS
RISK
Potential investors should be aware thal an investment in the KARVEN Fund mvaolves .
" ceriain considerations and significant risks. Thore can be no assurance that the investment -
objective of the KARVEN Fund will be achicved, or that an Tovester will receive a retum
. of its Capital. " Investment in’ the 'Fund should be considered onfy by sophisticated
investors able to meet the drawdown obligations and assume the fisk of loss and degree
of iHiquidily that an investment in Venture Capital Fund requires. o

. Risk Assuciated with Unspecified Transactions

As on the date of this M:mc_}randmm.mnc of the Fund’s imvestment has been idemtified.

Investors will be relying on the ability of the M anager with respect to the investments to
be made using the proeecds of this offerifip. Since such:investmenis-may vecur GVEE 3
“substantial period, and if the investments of the Fund arc not suecessiul, thev are unlikely

o produce # realized return for the inves.tc:-;s Tor a period of several years,
" Lack of Control oYEr ﬂf_ie Fund Policies.

- The management, deal SOUrCing, investment lerms and disposition of the Fund and its ..
. policies with respect to certain other acfivities, including its distnbutions and opcrating
policies will be determined by the Board of Trisiees'in consuitation with the Manager,
These policies may be changed from time to time at the discretion uf the Board of
Trustees without the consent of the Contributers, although the Board has no presented
intention of making any such changes. Any such changes could bi detrimental 1o the
value of the Fund., - - ' R . _

Dependence on key persounc)



The Fﬁﬁ“f}; to successﬁjlljr manage the Fund will tarpely dcpend o1 the akﬂl aud expertisé

coployed by the Fund 1hc EDSS of any key mdividoal can have a H‘mtﬂl‘ldﬂ}’ adwrsc
eflect on the Fuad:

High Risk Investment .

Tavestment will be made in companies that cin have substantial variation in operating
results from pered to period. Portfolic compamies can expertence failures or substantial
declines in value at any slage and may face infense sompetition. Since the investments
will only be in companies in the Engineering, Agro processing, Antomobile COMPpOnEs,
Ciean Ensrey, Pmduchon of Patented Products and such other manufacturing seclors; the
volatifity of the value of the portfolic will be high. Some companies can have the reed
for additional capital to supporl expansion or to achieve or mainfain a- competitive
position but there can be no assurance that such capital with be-available.

Tihguaid Priv ate ]mestments - Co

‘the investments in priv aieI}f held conlpames will bﬂ llhqmd and d]fhculi m valua In -
simost all the cascs, investments in these companies will be long term in nature and may

"'Tﬂ?imrc many vean. Irom the date’ of intiial investment before disposition. Sales of .
seouritics of private pmtﬁnlm compameq may. n::-t bl:: pﬂssbee and if PU"’%SIblt;‘. may bc'

madf: 1 sulstannal giscounts from ¢ost.

Signaficant Lumpet:tmn

The V(s operate in extrﬁmcljr c:}mpcntiw cmrnﬂnments. Nerw pmducts and services
are conlipuously being dcchc-p:::d renidering older techmologies,. products. and " services
obsolete. There can be no assurance that Vs will SHDGESSFHH}' penetmte thediy markﬂts, .

or establish or maintain a mmpeutl ve edge
$imiied l\um btr-uf ]nvcstmcn s

The Fund wilt partmpdie in a limited ﬂumber {!f mvestmenis. mni as a consequence, e
avprogate Tetam of the T und maj,-' be submanhaﬂy affected h}' the tmiaﬁﬂrable

pe:rf{mnmw of e evena smglc mvestmant
Ihsks assaciated with SmaH ﬁnd Medmm Enterpmm Scctm
icmnnnng Dmlmm re and Reguia‘tﬁn “E‘rtanﬂ arlls

Agcommting, Imancml and other rcportmg standards in Inde are not very rigorous ‘m
certan area including accouniing for depreciation, deferred taxation and foretm
cxchange fransactions. Accordingly. the Investment Manacer, the Fund and Investors/
Investment Committee may not have adequate information while evaluation Investment.
and divestment decistons.
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Jnfermation

Privately held companics maintain less comprehensive financial information than listed
companics. Therefore, the Fund may make investment decisions -and  monjtor such
iovestinent after teviewing information which are less comprehensive than that available
to am investor in listed public company. =
Noa-ControHing investments:- ' R .

The Find will generally hold less than 50% of the outstanding cquity securities of any
Tavestce project and therefore may have a limited ability to protect its investment in such
investee project, alhough as a condition of investiment in a investes project the
igvestent manager expects that appropriate sharcholdér and supervisory rights will

geacrally be negotiated to protect the Funds interests,
Potential for Insufficient Investment Opp ortumities:-

The Investment Manager may not be able to idestify and dbtain a sufficient number of

" Investment opporlunities to inves! the full amount of capital that may be commitied o the

Third Party Litigation:-

 The Fund's investment activities subject i to the normal risks of bécoming involved in

hiigation by third parties. This risk iz somewhat ereater where the Fund exercises some

.~ ‘amoant of control over an Invesiee Project’s direction. The Investment Manager and
© - others are indemnified in cormection with such lgation. ~

Ao o
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