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2 - Black Stone

3 - Carlyle

4 - Kleiner Perkins

5 - KKR (formerly known as Kohlberg, Kravis & Roberts)
6 - Texas Pacific Group (TPG)
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Review of Financial Studies, 23(6), 2303-2341.
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the public sector, Sovereign wealth funds (SWFs) have gained enormous
importance. The advocate of sovereign wealth funds argue that sovereign
wealth funds are useful actors in the international monetary and economic
system and that their investments have helped promote growth, prosperity and
economic development in capital-exporting and capital-receiving countries.
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o Sl oY 5y Goaiall clasg Gagus 8 Private equity firms Luslad)
Relatively pervasive feature of 3gaiall C:L\A 5 Gogd (S age eli8] 40
sY58 598 (o3 o Clany Fagud o Jois olal ua_.aj; YY) th;: market.
R S PR K| PN P R TS0 A U ENSpp BJY. CIRNVENPY [y tve o { Ry PY PRprs Lt
O WS Bl sl o3 Q:.J&Lm*ca aslasl) & clatay 858 — LAl

Metrick, Ibid (Y 5.)
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given the specialized nature of the task of raising money << &l sl

from public and corporate funds

:Other advisors (9,30 (g Liciue — ¥
ey clwbal o Tags closd degans Gyoliiuwall s¥3a anks
legal 4ol Lalbll oo elliy private equity firms dwslAdl clealusl
aYlai¥l algs e o accounting  issues  duwlsall g issues

) "eommunication issues
ey Tamdel aall B Sl laall s el
Gia Lol Goaiall Lo nlEl Gileal Gt Lol Lol clealunl
Ll BB daal,e i<y Structuring of the private equity fund
Llee 8 vendor 5Ll e Acquisition agreement 3 gaiu¥l Gl
YN Z;élf\, Buyout 3 g3l Jae &pill agad Je Goaiall 3ot

.Venture capital funds Jlall (i s 3 eliall Saslin b Lala 36,
Lass aladl ebyill maail) aaadly alsall jladwall agdin S
clul s amas § dala EA:LAA;“*‘AfﬁSJ i AN didaals 3l

ol Jad o paiadl Mas s A Sl ) il (5 an)

Eli Talmor, Ibid, p.37. (Y o)
Eli Talmor, Ibid, p. 37. (YY)
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Sl e Lupall 8 ouolitae oS Gatiall Guais dals

KA WU SO D Z;L_Lu‘z!l a3 LS Tax advisors ol ¥ e 4oyl
insurable risk Ziiall e Laalill blaall Gladl gl

Eli Talmor, Ibid, p.37. (YV)
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Sua ey dagile Gulbiay Gl Gulie ) awdnd Goaiall (e

Lalh olys 8 pmma o dsatal Gulie ) auds 23

Bl g ‘L',:‘_'J;:;ﬂ O Bolisy (Jlall Ll s 3 elall 330lisy Buyouts
A Sl 335 ey 8 niall oLyl

tJlge¥) yame dagly (o el Gaalio — Y

: "Independent Private Equity Funds" {8iwe jlaiil dualiwe —

22858 8 GP’s el ehyill ff aladl by il j90 smads cpa 8 .LPs

ol oo Tume Ly aalin o8y (Geaiall (a15eT Ga8all LW E My

O Bsbaiy Basd G99 Byaiiwall Joo¥l and g LEY H8aeS Fouiall Jlo

LP’Ss s gall oIS, il

Captive Private Equity" 3 ,auf g dlfiwe jué  laiiuwl daalio — ¥
:"Funds

sales JsoU Wi 5 LS [skee a9l 05S (GP's alall 5 el eyl
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s5ms oo Al LISy Talal) 3,50 TYaS GP alall sl el
e Sohiny Taan U agd s GasaiisS LP'S (oAl unge sl

Js¥ g s 3 LS GP alall Sl el

Fund Exit Lo z 9,50 gl oo laiid Gaalio — LG

oo oAl Wiis LI Ll Lalal cleaabinal) Gaolis avuds (Ko
aa (e s A 3ganaal

fund "close-end" d8lxe Gulbie —

close-" dalis Gl & Lolal clealual Lt alis alias

fGae elguils Y Gouiall e posAl Guaiiaall Lgad aokiun ¥ "end
ol el "Investors cannot with draw their funds until is terminated"
close-ended funds of a" Lglleh 4ad sl Cpiaty Liias 3ae o Foaiall 1ia

."finite life

G Ll Bl B ol Va3, ol L 230U e YRS Bulall gal; (YA)
W e an
ol K aa ety §aies dA%
o ol ain it o ouls 53 Goties 52y cpsidall leiiadl Gsvie -
Boasall 5340 A dlasg slayial (a3 Swas Dolatiwl clasy ol
gl aallss s
St Seas ¥y el Jlo ol 33 Bedie 58 (Bl Sl §eaie Y
Lisy Al 50L3 Ssmms OLaiall Gosin sue Ll 8 ¥ Llaitad) Glas
sl 5 Blimy gl Spms el s ok Ll
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ey — Lleall Lalill oo Jleaiw¥ Juls IS olg — 5 3l 138 3
S Y s LS Cae slalil 3 Ja Geaiall e pasad) Goseliall
mutual funds where investors can withdraw Laud&ll LaiSw Gasbie
dago pailmas Lalall claalual uulis 5aa3iy their funds anytime.
:Hedge funds Lsaill 3ol oo 13,8

:Life of fund «Sbis g §gasall Sue —

dgd Labsad EI,al bl Ky dolal cloalud Sulbis K
aaald Lo Buley colgios Voo QI 8 el Buans Bus gl partnership

:committed capital dadas agaiall Jladl — o
e Bl Dol daydl aladl dbpdll san LIS gad s Clblly wlasall
S5 YT Gl e 1aa s dalitie — Bule — 0sSs Y sledin¥l ol dagiill sia
The capital calls are irregular. This .d4ie) 3,38) d8las O yeiiall Jlsel
drawdown features minimize the holding period of the investor’s
.capital

:Investments characteristic & jlaiiuwy) daw — d

Ll - Ll goaliall sia obleiial e Lo Ja
Ugoudl Qe Lle a5 dajue e al,d 8 dala ol sl
.mainly in private (i.e., unlisted) companies which are highly illiquid

:Investment cycle &l jlaiiwdl 8,99 — o

Jusy Al aoll e elgiw 0 LI Sy el 0 Y A
&S Soatiwe Siw Partnership’s capital &,adl Jlgel L8 3t
die g Llghadas Tf%:u-ﬁd Lol e aladl ebyill Jomaw lasas oS0
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sl o 95 Sy b gl oSl i Gy s oS Leidss
9L@_3! C)SAS lLe.’:l:\J CA‘JLA::L“."}(‘ e Divest Y ua.‘gs.“ “.\:\3 LA.A:\.C.J EI:JLA
when all investments are fully divested, the limited 84 gasall &I 2l

.partnership can be terminated

dlac 3 lAAL aladl bzl IS 1) & (N saall 1aa 8 il Cang
B ols cley il Slese oS s O Copatianall Tl 3y
oab L Sule (LPA) Limited Partnership Agreement sgasal &) ,.5
Jals .subsequent funds 3a¥ Fgaie (S e SV sia e 8
alall byl of Je ais oLadl 1aa = Gabd Lo Bule g:dl L 38l _\:.\\;EJ\
ol 13 Y] Raise new funds 3uua s0aT Saabis (p6SS aubaiuy )
lzm Bae slgiih J 4 LY &3 i eaiall Jlo ul, e /VO
Typically GP’s cannot embark on the raising of .(H)C”L.@J\
successor vehicles until ¢E of the committed capital of the current
fund has been called or the investment period of the current fund has
L S8y cdsll ellgins Lo ole EaY 3ol (<8 dilae o) .ended
4§ (fund raising advisor-placing agent) 3gaiall jlituwe GIS 13 Lala
a8 glad laa § ol g3 @Sl slaYl o Dleall [ deladiul a3
) Tt VA I s

ool sy laiiul Gaalie — Ll

Lol dadi¥ly Lronds Cruay laiiuwd) Gaalie sl (Kayg
Jledl Gl s 3 ebad) Jlaiiwd Gaalims (LBO leverage buyout funds 3,

Fleming, G. (2010) "Institutional investment in private equity: Motivation, (\“\)
Strategies and performance" in D. Cumming (Ed), Private equity: fund types,
Risk and Returns, and Regulation, John Wiley & Sons Ltd.
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S el SIS peud e Hpata¥] sl YA dlly daus
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S ool Jeaildl paoa waly’ O e Jlall Blgud Do gliy Y00
sellad) Gl of dglaall

s Gl i L8 (51 Lol gl gaad of oo &85 pgud poaa — )
ot a5 S dae dallasal) o danll)

&Am‘ﬁ#?ﬂf&‘(u&ﬁﬂwgﬂ‘gw‘wy‘w— Y
ool anie B3l L A, el 3 A agudl dlea aiea
O OSaS &al < Lule] Lun) dae Lllatally d Lolil GIbY,
IISJ‘J?‘MJ&SM‘

oo lple Jpmadl a3 Lie claay of olS,E b LBl Ladl il e

dowlgs L Buy aglas Joladly Out 3 eaiiwall & all ulladl oIS, 0

Slall aslias — (Financial Leverage) (ool 5891 ) (o ad, 358 alaail

S i) e g ill 138 e 3l 35TV a0 alaanl L) e

Blowd Tua Lin Va8, ool L8l &8 e YAY M YEV dlsall aal, (Y1)
YoV alad L
Fleming, Ibid. (YY)
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Sl B S Al pa LAY S DGLYL gty duawd
S bt dgedy JB daves lad i) Dilae (3 Lgaladn
eyl @Sy s Voo, e o lie shyd ag Gadieall e o Ll
TS0 DA el Ge /0 sl Sl 138 G L) oAl Lawsdial
Cre cash flow Luds 8808 Loy jus HEall 138y . Jeuimall jae 585 ol giw
s Vet G el gt ladie (Ve s,al) ALl slia
el g il ol gl Sae JMA asliay il e Slas G A0 a5
ash a5 Gey o(Laydy 28lsd) (AL Lad sl LuBl clEssl aladtul
A a8 el b Lawie Lo &l Voo el 0 way SlEall a
ol y aiiawall Jlall Gladl N JSas Ll G e elly aas Ay W
sl Sl S el U ) Jea a3 Multiple Lsll Gelise ol
o5 ommandl e paiadl ol ey LB VY Jares el Jlal
;‘! Buyouts (sl,dy s f) e (8 SLBwY) g8 Lalddl IS, al s3a
Sl Collaall JLSY il I esallly oy all 3 dagianall Tanyall dows
sia alidiul LLin¥l e silall il Ay fhasd G AU
e A5 o Lagiaally Liglhall anll e 3pntudl JLSY Ll 31y
o T ) et il Lpadsy 3 i) S5 Lo Boley LS
leverage a8,)) alaasuls Ve S:Ja::: A O el gatud) dEls oS
(mature) il Usye oA, 8 Baghuwad olSally a8
daludiy (a3l W5l 58 J.u;f_w = .\cL:uz Saaa Luds SlE8s 398 o (Sauy
.(w)leverage structure LolaiBy) sgasdl ad; dSoa aco dola Loy
S el Baalin o8 ol lann) Glaal S5 il laiiwy) sda JSi5,
Go sl dabyal 5 clSod Al Gugiad cna bl JWd il
Sl el o 3 pmmn e Hsaiad] Galie ea ol
JOLS das LeB olES g U Gl SlSa) s

Fleming, Ibid. (YY)
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S Gl Jainy) clids lple a8 S Lt )l sl 5w
Majority Control 3,y Lulel e Jsmall caod Buyout transactions
LS Al Ll dadaall dasd fo dBagiunad) S8 8

:Venture Capital Funds Jlall (yuf 33 8 yoliall  laiil Gualiws — ¥

Sl 3ol o 3,0 @l JKa3 olbiall e Lo gl sia

8 Loaluall Lumrinas a3y Sl Private equity funds daladl clealil
;/ery early stages of their*La 9ad (ye ‘..\A oY Jalyall 8 als,ad
lhnawd cuw 58 Jo¥l Jalsall sda 5 daalaad Jal ‘dellelopment.
Liss sl Tl I Jalall o€ ) il Soeliad oslin
G cl,al & e b osole Gubiall sday dbs L sl
Llle g3 d}!l.al;‘zl LY innovative companies oKLY dals
Swsaall Lol olS s 8 ladl sa LS Potential for high growth
ssms pdts SueD oISl siay clean-tech Tl Loyl Ty
significant information asymmetries o<y woad JSds e cloglas
oot e 5535 L fuuill Tiam Sl sdas . uandl Lga ol alliy
.(W)Z:G\H dasS L) w4 Hard-to-value intangible assets {sale juc

Il 4 Bt olSle o Jgmad) Ladl il S Jldh Gul s 3 seliad
Godiall a3 Haiiud LS gdlagiul a0 Sl el a8 Minority L
saa o Yl syndicates elalas) Boge oAl B0l Gulis ao

Litvak, K. (2004) "Venture capital limited partnership agreements: Under- (YY)
standing compensation arrangements", Working paper, University of Texas
Law and Economics research.

JWl Jlay e 8¢ aladl Sl ugels 3 syndicate Sae & sla a3y (V)
Ll olaSy way Lad Lpdsey Goeadl G0 Lun o3 IS0 gaa] agad ol il
el I a3y clisel e sgaty LiasS e a83
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L) iias — LY 0o Lubie A5 L 0o aisll e — ool
Blaaly drwdyl SLA an e veto (AR Ga Jie dege (3siau
A7) I g gt 5,S6 ) Tl SISl 5ol Gullas 5 acliag

capital gains Lllaw,l LY g8 Saaliall sigd bl gl o)

Lol o3 LSl Lealasy Ls¥1 Jaloal 3 ol pai oo a3
Loy Lasl i) 5358 Gl sda o LS Ty Lo L3 sl Lgasts
DA o Sy disae G Slad Lo A G 0 sdiall Ciagll 3u8atl Llallg
facilitating  network — L lain¥l  oydl  olSiEs 0 ogs

.(W)opportunities
:Mezzanine" funds i jaall Gas Gaslis — ¥

Leaie bl 0,8l e clowlalll (iaiie 8 uiliaall Guulis o ygbs

P E.A.;LMJI ua2s ae Subordinate debt; Siluwe o Bliwy ol
;4? O (s 5iuue o daoyd Sl with some equity participation <Ll
sl 558 aladiuly Lelall Sl Ll Hpmind) clidal Gl Jiss
Slall aslail Leverage buyout transaction (LBO) &l 38Y gi ‘el
private equity dwola)l clealual cliwie el Jaly .yl JLQJ{ e

csand) S Sl SIS, G808 e YE- Bulall aal, (Y0)
Gompers, P.A. And Lerner, J. (1996) "The use of covenants: An empirical (V'\)
analysis of venture capital partnership", Journal of Law and Economics, 39(2),
463-498.

Litvak, Ibid. (YV)

Debts that’s incorporates equity-based options, such as warrants, with a lower- (YA)
priority debt. Mezzanine debt is actually closer to equity than debt, in that the

debt is usually only of importance in the event of bankruptcy. Mezzanine debt

is often used to finance acquisitions and buyouts, where it can be used to
prioritize new owners ahead of existing owners in the event of that a
bankruptcy occurs. www.termwiki.com/AR:mezzanine debt.
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AR O SR I W L P By

@oidal asiin Slos Gl Voo L SlEe el JBe () agad ossilly

il 38U s ol e i Ve o Lays asl S G Y
JLSY s Aal) Ggiye T el pooamss il llial 5l cpa, il
Gsdio (o Subordinate loan wluwe 2,5 M sidel Ll Einl
oo el o adlyse 881 Haw Jul8e Private equity fund Laladl clealowl
e 5 le¥) 5l say el g auall EEN s 5 Sl e
Bl JLs] b sed goidnall Ll Gaiaal e s wilawall 23
S T el le e yeliall 337 S5 (G puiaall) o Rall Zeails
S opal Taa e el algd TSy ool A il L5 s e
Sl L6 dlase (3 SL GaRall S ouliaall (253§ Cpas (A
oS ol sas Gla sa LS o AU Gl S KU SEall s sl
oilly il sl say ¥ ¥l U3 30 30 el claesal
sleall L3 R PONPRN I PN Lol o8 B a
Lo 0 2oVl L) e s Lo 58 Gosiall S con ¢ sinal
G0 Lab ol8dss ads e wiluwall (3,80 ade Lol o3 wley . Goaiall
S50 ) BLAYL (sl dBe i sar Laiaall Laii,all S8l e 53aS
Ssiiall) a8all Bhae S i Las (e AN Gl slase (3 Jua¥ly
psall ey e 3l dd Luds ol8SS agay (e (private equity fund

The term mezzanine has an alternative meaning within the private equity (V‘\)
industry. It is also referred to as a form of late-stage venture capital investment

in companies that are close to an initial public offering. This type of funding

(also termed "growth capital") can be provided by other financial intermedi-

aries, including hedge funds, banks, insurance companies, or specialty finance

firms. This financing is typically in the form of subordinated debt with some
additional equity participation in the form of options.
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Gl o Dlaall Lalll e masy a8 . Pay in kind debt cuull il
or equity kickers (g,al Luls] Dlas ouilhaall fpo 8 Jsaddl Foaiall
— sl sulall A — dllhy (Sl el 83S e aess Warrant
Slal s LS a8l il daw e 48R3 wie A 8a0 1 3 3Ll
Jiadl 8 LS oeisall il L6 4850 (B oSy oaul gl dlwe (3
S Gl ) G BLaY) saady il sas YT el 3 Gl
G e Saall 08B e AT Bolall il Gua (o)l Bl byd has
pae wie Gall ogsall Bl Jans LI JS LU ali el 3l Y
O3 gL o palls Gpasall SlEal el G (8 alal Jola w8y cpall sldsd
O o S sl Leasd a0 elsla) Blelye G dann O S o OIS
il Baae o5Ss a8 ol 138 Gl8 ctuley " all way o a3 3LEY) 13a
Lolas lawe aled LGS 13 & Y . ggniall JounlS ol all ol ps We 3
s el ila oand Bl Alae o mdsl 93 S Sl ol ol
doad lll By ol dal sl wns Gas0 sl ol Gas Sl Jal sl
biadis elll &sSew cley asiall I Ll Blaall sda (o Lusles!
oo YTV Bolall oo dn folinal g b byl laa Jie Bla| e
LW I P PN | e

5B am g oas) B o35 asm G S ML ey - V!
8 gl el Jola wie Gl claad ase Ul B ogisall oHlAl g
el 3 Lale Gasaiall aSaY1 Blelss oo axss o oosasall 5l el
YT YT

The subordinate debt in which the mezzanine funds invest is often structured (?. )
with partly accruing interest, meaning that only a portion of the interest charge

has to be paid in cash on a period basis with the remainder being rolled up and
payable at maturity (this type is also called pay in kind debt) - Eil Talmor, Ibid

p-30.
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ssiall ral iy ool L sl Loyl dasdd iy Jes
REVS |

:Distressed investment funds 3 yisiall & jlaiiiy! Gbis — ¢

Joasd o2l (3 350 el ladiul algs Baoluall e g sill 13a

Joa¥l Ay - Shiall Jsa¥ o ablanuyl of ol Lhla) e
write off Chill La,e oS5 L dule Ml Toxic assets 4o garuall
il oY) pse Tl §5fake Jpand L] Em £ paill 2LS — LSl panal
Lale olS,a & 500l Guliall sda olé i)y .out- performed assets
laa &« 33111*9.;3 ¢ -financially troubled companies Ll IS
el ;;A.ll Jo¥l g ol e Jalil Galbiall sia 8 LYl L saal
b deadiual Lawl 3wl .Buyout transactions el 4l 5 Ly
) s ol et 5 jkatall o jladiuy) 3uuliw
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Julis 2,8 o Distress-to-control 3 v Jolie a3 @ Jo¥ LY
Sstiall ald Lol slasl wals LY »3a :oWn -to-loan dls
) s Ske JulEe (in ule] M3 G Ba3al S a0 (s Joal
e oy Gusall Jols Guas flple Skl o eSS IS, all sia (3
WG Yool S (aiiwall 3 3 50l ol laiiuY sda ol s las
out-performed  Lull 3w Lli Judll elo¥) ane dSEe 4ol oS oslanll
Vinvestment
Joand g M i special situations Lald oYl ol LAY
il eldl jlae Joaad olasl cads LY sia : CTurnaround Ll
e ellyg rescue finance 3 5aiall ol ladiudU S Ligad dbA JUA Ge
Lo clias 4alsiy Llass dlajall IS, al Gllaall Jusall o A

.undergoing operational or financial challenges companies

It is a strategy where the fund acquires debt securities in the hope of emerging (i \‘)
from a corporate restructuring in control of the company’s equity.

Turnaround: favorable reversal in the fortunes of a company, a market, or the (i\")
economy at large. Stock market investors speculating that a poorly performing
company is about to show a marked improvement in earnings might profit
handsomely from its turnaround. See Dictionary of Finance and Investment
Terms, Charts and Graphs, Fifth Edition, John Downes, Jordan Elliot Good-

man, p.666.
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Life of a private equity funds
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sdgd LY o JSEd Saas Loy LCpseliial d88)gas waadill LG o i
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iy Doy @l 8 EMG e b Bule §oaiaall

JUI iy ugag Olady (eSS dda e — S9¥ 3 A4
:The fundraising period
colball Jlal uly sadsis agaill I Gosaiiall wany da el sda 3
O3S LS G paiinall 8 AT (rars sllaall (ul,) by LSS ¢y gagas
Jbo el S daye alel LIS slas Lo Gouial Jbo ool 8
This is the period «3gll lia & JGEY 13a daad ads 90 Foiwall
during which the investors pledge capital to the fund. Pledges of
.(is)capital to private equity fund are known as committed capital
Jlo el 0sS5 Dulans alidll 1y VA () Jiad 5335 alall aaall 3,300
sia i el ‘Gl Jlo iy CESYI 5518 Lule 3l lany 3osial
Eally p LY e Golaas ol il Cppaiinndl e salial Saall

Eli Talmor, Ibid p.30 (¢¢)
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Eli Talmor, Ibid, p.31. (2 o)
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Eli Talmor, Ibid, p.32. (?. ‘\)
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:dasla

Lobilais 1ys0 a5 Tasaal pué clSal §f Lalal o<l sl Ll
e SIS Lalal oSl Bl @alSy dolatl Jlee¥l Jisa
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coilall 1aa Za el
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dag il Jaly (unlisted company) dajae e SIS,E o a4l 3
Eya"  Juodis SeB ks DA e Lf‘su Soolinll sda e (s XU

R )

Eli Talmor, Ibid, p.34. (0 \)

In some cases these fees might be offset against the management fees. The (0\’)
amount of offset ranges between 50% and 100% depending on the negotiated
partnership agreement and the ability of the investor to negotiate. See Eli
Talmor, p.34.
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