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This brochure provides information about the qualifications and business practices of Morgenthaler Management 
Corporation and its advisory affiliates described herein (collectively “Morgenthaler”).  If you have any questions 
about the contents of this brochure, please contact  Travis J. Boettner at (650) 388-7600. The information in this 
brochure has not been approved or verified by the United States Securities and Exchange Commission (the “SEC”) 
or by any state securities authority.  Morgenthaler is registered as an investment adviser with the SEC.  This 
registration does not, however, imply a certain level of skill or training of any Morgenthaler personnel.  

Additional information about Morgenthaler also is available on the SEC’s website at www.adviserinfo.sec.gov.   
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Item	2	–	Material	Changes 

This brochure has been amended since the previous brochure dated March  2015 in order to reflect the  updated 
California office location, change in Morgenthaler’s Chief Compliance Officer from Scott Walters to Travis J. 
Boettner, removal of MPE Mgt. Co., LLC as a relying adviser, and the addition of MPE Mgt. Co. LLC and Canvas 
Management Company LLC as related investment advisers that are exempt from registration with the SEC.  

Pursuant to SEC rules, Morgenthaler will ensure that you receive a summary of any material changes to this 
brochure and subsequent brochures within 120 days of the close of Morgenthaler’s fiscal year. You may request the 
most recent version of Morgenthaler’s brochure by contacting Travis Boettner, VP of Finance & CCO at (650) 388-
7600 or tboettner@morgenthaler.com.   



NYI-4416562v10 iii 

Item	3	–	Table	of	Contents 

Item	1	–	Cover	Page ....................................................................................................................................................i 

Item	2	–	Material	Changes ....................................................................................................................................... ii 

Item	3	–	Table	of	Contents ...................................................................................................................................... iii 

Item	4	–	Advisory	Business ...................................................................................................................................... 1 

Item	5	–	Fees	and	Compensation ............................................................................................................................ 1 

Item	6	–	Performance‐Based	Fees	and	Side‐By‐Side	Management .................................................................. 4 

Item	7	–	Types	of	Clients ........................................................................................................................................... 4 

Item	8	–	Methods	of	Analysis,	Investment	Strategies	and	Risk	of	Loss ........................................................... 5 

Item	9	–	Disciplinary	Information .......................................................................................................................... 8 

Item	10	–	Other	Financial	Industry	Activities	and	Affiliations .......................................................................... 8 

Item	11	–	Code	of	Ethics,	Participation	or	Interest	in	Client	Transactions	and	Personal	Trading............. 9 

Item	12	–	Brokerage	Practices .............................................................................................................................. 10 

Item	13	–	Review	of	Accounts ................................................................................................................................ 12 

Item	14	–	Client	Referrals	and	Other	Compensation ........................................................................................ 13 

Item	15	–	Custody..................................................................................................................................................... 13 

Item	16	–	Investment	Discretion ........................................................................................................................... 13 

Item	17	–	Voting	Client	Securities ......................................................................................................................... 13 

Item	18	–	Financial	Information ........................................................................................................................... 14 

Item	19	–	Requirements	for	State‐Registered	Advisers ................................................................................... 14 

 

 



 1 

Item	4	–	Advisory	Business 

Morgenthaler Management Corporation (“MMC”) is an Ohio corporation that was established in 1981. However, 
MMC’s investment advisory and management services date back to 1968 through its predecessor, Morgenthaler 
Associates. MMC is owned by 9 individual investment professionals of the firm. MMC’s principal place of business 
is in Portola Valley, California.  MMC also has offices in, Cleveland, Ohio; Boston, Massachusetts and Boulder, 
Colorado.  MMC and its advisory affiliates provide investment advisory and management services to 5 private 
investment funds that are U.S. limited partnerships (“Client Funds”).  For purposes of this brochure, the term 
“Morgenthaler” will include MMC, Morgenthaler Advisors IX, LLC (a “relying adviser”), and the General 
Partners collectively. 
 
All descriptions of the Client Funds in this brochure, including, but not limited to, their investments, the strategies 
used in managing the Client Funds, the fees and other costs associated with an investment in the Client Funds, and 
conflicts of interest faced by Morgenthaler in connection with management of the Client Funds are qualified in their 
entirety by reference to the relevant Client Fund’s respective confidential offering memorandum and governing 
documents (e.g., a Client Fund’s limited partnership agreements) (collectively, the “Fund Documents”). 

Persons reviewing this Form ADV Part 2A should not construe this as an offering of any of the Client Funds 
described herein, which will only be made pursuant to the delivery of a confidential offering memorandum to 
prospective investors. 

Morgenthaler generally offers advice on portfolio investments that are within each Client Fund’s investment strategy 
and objective. The multi-disciplinary advice provided by Morgenthaler generally focuses on the following 
investment areas: venture capital (information technology and life sciences) and/or private equity. The venture 
capital focus involves investments in early-stage businesses in both the information technology and life sciences 
markets. The private equity focus involves management buyouts, leverage recapitalizations, and industry build-ups 
in middle market companies that focus in communications, health care or industrial productivity markets. Please 
refer to Item 8 for a more detailed description of the Client Funds' investment strategies as well as the securities, and 
other instruments, purchased by Client Funds under the management of Morgenthaler. 

Morgenthaler has full discretionary authority with respect to the investment decisions of the Client Funds; however, 
its investment decisions and advice are subject to each Client Fund’s investment objective and guidelines, as set 
forth in each Client Fund’s respective Fund Documents.  
 
Morgenthaler has the right to enter and has entered into agreements, such as side letters, with certain underlying 
investors of the Client Funds which may impose further restrictions for legal, tax, regulatory or other reasons with 
respect to participation by such underlying investors in certain investments made by the Client Funds. See Item 10 
for additional information. 
 
Morgenthaler does not participate in wrap fee programs. 

As of December 31, 2014, Morgenthaler managed $1,680,757,676 on a discretionary basis. Morgenthaler does not 
manage assets on a non‐discretionary basis. Morgenthaler’s assets under management as of December 31, 2014 
include uncalled capital commitments of the Client Funds. 
 
 
Item	5	–	Fees	and	Compensation 

Morgenthaler and its related persons receive fees generally based upon the amount of capital investors have 
committed to the Client Funds and performance-based fees (carried interest), all as described in the Fund 
Documents.  Morgenthaler and its related persons receive other compensation and reimbursements of expenses, as 
described further below.  The specific payment terms and other conditions of these fees and distributions are set 
forth in the relevant Fund Documents. 
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Management Fee 

Morgenthaler Partners VI, L.P.1 (“Client Fund VI”) and Morgenthaler Partners VII, L.P.2 (“Client Fund VII”), pay 
their respective General Partners a management fee that is calculated as follows:  (a) 1.8% of total capital committed 
for the period through the first full year, (b) 2.0% of total capital committed for the second full year, (c) 2.2% of 
total capital committed for the third full year, (d) 2.4% of total capital committed for the fourth through seventh full 
years, (e) 2.4% of total capital committed less the cost basis of portfolio securities sold, distributed or written off for 
tax purposes for the eighth through tenth full years, and (f) for the eleventh through thirteenth years, an amount 
equal to the lesser of (i) $50,000 multiplied by the number of entities in which Client Fund VI or Client Fund VII, as 
applicable holds portfolio securities and (ii) the amount as calculated in clause (e) above.  Client Fund VI did not 
pay a management fee for the period ended December 31, 2014. 

Morgenthaler Partners VIII, L.P.3 (“Client Fund VIII”) pays its General Partner a management fee that is calculated 
as follows: (a) 1.8% of total capital committed for the period through the first full year, (b) 2.0% of total capital 
committed for the second full year, (c) 2.2% of total capital committed for the third full year, (d) 2.4% of total 
capital committed for the fourth through seventh full year, (e) for the eighth year or, if earlier, the occurrence of a 
key person event (as defined in the limited partnership agreement for Client Fund VIII), through the tenth year or, if 
earlier, the second anniversary of the key person event, 2.4% of total capital committed less the cost basis of 
portfolio securities sold, distributed or written off for tax purposes and (f) for the eleventh through thirteenth years, 
an amount equal to the lesser of (i) $50,000 multiplied by the number of entities in which Client Fund VIII holds 
portfolio securities and (ii) the amount as calculated in clause (e) above.   

Morgenthaler Venture Partners IX, L.P.4 (“Client Fund IX”) pays Morgenthaler Advisors IX (which is an affiliate of 
Morgenthaler and a relying adviser that provides investment advisory services to Client Fund IX) a management fee 
that is calculated as follows: (a) 1.8% of total capital committed for the period through the first full year, (b) 2.0% of 
total capital committed for the second full year, (c) 2.2% of total capital committed for the third full year, (d) 2.4% 
of total capital committed for the fourth through seventh full year, and (e) after the seventh year, 2.4% of total 
capital committed less the cost basis of portfolio securities distributed, sold or written off for tax purposes; provided 
that beginning on the date a key person event (as defined in the limited partnership agreement for Client Fund IX) 
occurs and while a key person event is continuing the management fee equals the applicable percentage as set forth 
in clauses (a) through (e) above of the sum of (i) total capital committed less the cost basis of portfolio securities 
sold, distributed or written off for tax purposes; (ii) a reserve for follow-on investments as reasonably determined by 
the General Partner; and (iii) all liabilities of Client Fund IX.  

Morgenthaler Venture Partners V, L.P.5 (“Client Fund V”) did not pay a management fee for the period ended 
December 31, 2014. 

 

                                                 
1 Morgenthaler Partners VI, L.P. is reported to the SEC with the private fund identification number 805-
8851423615. 
2 Morgenthaler Partners VII, L.P. is reported to the SEC with the private fund identification number 805-
6586585286. 
3 Morgenthaler Partners VIII, L.P. is reported to the SEC with the private fund identification number 805-
6124232476. 
4 Morgenthaler Venture Partners IX, L.P. is reported to the SEC with the private fund identification number 805-
6753318089. 
5 Morgenthaler Venture Partners V, L.P. is reported to the SEC with the private fund identification number 805-
3253242965. 
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Carried Interest 

The General Partners are allocated a carried interest distribution based on cash generated from the sale of Client 
Fund portfolio investments.  The carried interest distribution will generally be an amount equal to 20% of the profits 
from each portfolio investment made by a Client Fund after the return of invested capital to the applicable Client 
Fund investors.  Carried interest allocations are subject to a clawback based on the aggregate performance of all 
portfolio investments of such Client Fund.  Carried interest distributions are generally allocated to the applicable 
General Partner’s capital account based on cash generated from the sale of a Client Fund portfolio investment.  All 
performance-based fees (carried interest) payable to the Client Fund’s General Partner and related persons in 
connection with all private equity funds sponsored by Morgenthaler or its related persons will be effected consistent 
with the requirements of Section 205 of the Investment Advisers Act of 1940 (the “Advisers Act”), Rule 205-3. 
 
Fee Waivers/Reductions 

In accordance with the Fund Documents, in their sole discretion, the General Partners may elect to waive all or part 
of the management fee that it is otherwise payable pursuant to the terms of the Fund Documents (including the 
General Partner’s ability to elect to fund a portion of its capital contributions by waiving a portion of the 
management fee). 

Other Fees 
 
The General Partners or related persons may receive other fees from persons other than the Client Funds in 
connection with their respective investment activities.  For example, transaction, monitoring, advisory, director’s, 
break-up or other similar fees (“Fee Income”) may be payable to the General Partners and their related persons by a 
portfolio company or prospective portfolio company or other third parties in connection with the acquisition, 
holding or refinancing of, or add-on acquisition related to, these entities.  All of the Fee Income received by the 
General Partners or their related persons is treated as an offset, net of direct expenses, against the management fees 
next payable. Offsets are carried forward if necessary. 

Indemnification 

The Client Funds are generally obligated to indemnify MMC, their respective General Partners and their affiliates 
and personnel under certain circumstances; provided, however, that investors will not be responsible for any 
amounts beyond the amount of any uncalled capital commitment plus, in the case of Client Fund VIII and Client 
Fund IX , the lesser of either the distributions made to such investor in the prior two years or 25% of an investor’s 
capital commitment. 

Participating in Subsequent Closings 

Investors admitted at any closing after the initial closing are required to pay the Client Funds, on a date designed by 
the General Partners, an amount equal to a portion of their respective capital commitments that would have been 
drawn down had those persons been investors from the time of the initial closing.  This amount will include the 
investor’s proportionate share of management fees, fund expenses and original costs of the applicable Client Fund’s 
portfolio investments. 
 
Reserves 

The General Partners may, in their discretion, retain any amount (which would otherwise be distributed to the 
investors in accordance with the Fund Documents) which it deems prudent as reserves to meet future Client Funds 
expenses or liabilities. 

Fund Expenses 

The General Partners are responsible for all usual overhead expenses of managing the Client Funds, including 
compensation for MMC’s employees, plus the cost of adequate office space and utilities.   
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The Client Funds bear their organizational costs (generally including the out-of-pocket expenses of the respective 
General Partner, MMC and their agents) up to an amount specified in the Fund Documents.  Organizational 
expenses in excess of that amount generally will be paid by the respective General Partner.   
 
The Client Funds pay all expenses related to their operations that are not reimbursed by portfolio companies 
including: 
 

 fees, costs and expenses related to the purchase and sale of investments; 

 fees and expenses of counsel and accountants; 

 any costs and expense incurred in connection with unconsummated transactions including fees and 
expenses of deal-specific outside professional services such as brokers, engineers, agents and other experts 
in an amount up to $50,000 per year; 

 advisory committee expenses; 

 any taxes levied against the applicable Client Fund;  

 insurance; and 

 litigation costs. 

Directors’ Fees 

Typically, some partners of Morgenthaler (“Partners”) become board members of the portfolio companies invested 
in by the Clients Funds. Although rare, directors’ fees for such services may be paid either in cash or as a director 
stock option to such Partners or the General Partners of the Client Funds that invest in such portfolio companies.  
The management fee charged by the Client Funds is reduced by a portion of such directors’ fees as discussed in 
more detail above under the “Management Fee” section in this Item 5. 

Item	6	–	Performance‐Based	Fees	and	Side‐By‐Side	Management 

All Client Funds provide in the applicable Fund Documents that Morgenthaler may earn a performance-based fee 
(carried interest).  Morgenthaler does not manage any other accounts with the same investment strategy for which a 
performance-based fee is not charged. 
 
Item	7	–	Types	of	Clients 

As noted in Item 4 above, Morgenthaler provides discretionary investment advisory and management services to the 
Client Funds (which are organized as U.S. limited partnerships). Interests in the Client Funds and the Client Funds 
themselves are not registered under the U.S. Securities Act of 1933, as amended or the U.S. Investment Company 
Act of 1940, as amended (“Investment Company Act”), respectively. Accordingly, interests in the Client Funds are 
offered exclusively to investors satisfying the applicable eligibility and suitability requirements either in private 
placement transactions within the United States or in offshore transactions, and the Client Funds are excepted from 
the definition of an “investment company” under Section 3(c)(7) of the 1940 Act. 

Investors in the Client Funds are required to complete and submit a subscription agreement binding them to the 
terms of the relevant Client Fund’s respective Fund Documents. Client Funds V - IX generally have a minimum 
capital commitment requirement of either $5,000,000 or $10,000,000, which is subject to reduction or waiver at the 
discretion of the General Partner of each respective Client Fund and in accordance with each Client Fund’s Fund 
Documents.  

Investors in the Client Funds are “accredited investors” within the meaning of Rule 501(a) under the Securities Act 
of 1933 or “qualified purchasers” within the meaning of Section 2(a)(51) under the Investment Company Act. 
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Item	8	–	Methods	of	Analysis,	Investment	Strategies	and	Risk	of	Loss  

Investment Strategies, Instruments and Certain Related Risks 
 
The following is a summary of (i) the current strategies and methods of analysis that Morgenthaler uses in 
formulating advice or managing assets (and their material risks) for the Client Funds and (ii) certain material risks 
associated with the types of securities that Morgenthaler primarily recommend to the Client Funds. 
 
The	information	included	in	this	brochure	does	not	include	every	potential	risk	associated	with	each	investment	
strategy	or	security.		Investors	and	prospective	investors	in	the	Client	Funds	are	urged	to	ask	questions	regarding	
risk	factors	applicable	to	a	particular	investment	strategy	or	security,	read	all	product‐specific	risk	disclosures	
(for	example,	the	relevant	Fund	Documents)	and	determine	whether	a	particular	strategy	or	type	of	security	is	
suitable	 for	his/her/its	own	account	 in	 light	of	his/her/its	 circumstances,	 investment	objectives	and	 financial	
situation.		Investing	in	securities	involves	risk	of	loss	that	investors	should	be	prepared	to	bear.			
	
METHODS	OF	ANALYSIS	AND	INVESTMENT	STRATEGIES	

The objective for the Client Funds is to produce superior returns by building industry leaders.  The Client Funds 
focus on making venture capital investments in life science (medical device and biopharmaceutical) and information 
technology companies (“Venture Capital Investments”).  The Client Funds (other than Client Fund IX) also focus on 
acquiring middle-market companies that focus in communications, health care or industrial productivity markets 
(“Private Equity Investments”).  Venture Capital Investments are generally made through early-stage investments or 
second-stage financings, but may also include investments in seed financings of incubated projects where key 
management is not yet in place.  Private Equity Investments in middle-market companies are generally made though 
management-led buyouts, leveraged recapitalizations and industry build-ups. 
 
Morgenthaler’s general investment objectives include: (i) to be the first institutional investor in most of the 
companies in which the Client Funds invest, (ii) to acquire a substantial ownership interest in each company in 
which the Client Funds invest as set forth in the Fund Documents, and (iii) to serve on the board of directors of 
every company in which the Client Funds invest. 
 

Morgenthaler’s investment strategy in all Venture Capital Investments is to focus on the following:  

 Market: the Client Funds invest in companies that target technology and life science investments that 
disrupt existing large markets or target emerging new markets;  
 

 Management: each portfolio company’s management team will be supported by assisting founders and 
companies in building out their management teams, developing their product, marketing, distribution and 
pricing strategies, assist with strategic corporate partnering, assist with follow-on financings and help 
companies to exit through sale or IPO;  
 

 Product or Service: portfolio companies have the capability to generate high gross margins in order to 
support aggressive marketing and product development expenses; or invest in lower gross margin 
businesses, like ad networks (typically max out at 40% gross margins) and consumer semiconductors (high 
volume lower margin); 
 

 Market Leadership: the Client Funds strive to invest in portfolio companies that can develop into market 
leaders; 
 

 Investment Size: seek large ownership positions (target 20-30% but may be lower or higher) through early 
stage investments (typically Series A or B investments as well as some seed and later stage investments), 
but in general the expected range is $2 to $10 million, or $1 million in a seed investment. The total 
investment at cost in any single company will not exceed 10% of a Client Fund’s total capital; 
 



 6 

 Number of Portfolio Companies: each Client Fund limits the number of companies in which investments 
are made to enable frequent and detailed management interaction; and  
 

 Syndications: the Client Funds primarily seek and develop investment opportunities in which they may be 
the sole investor or in which it may offer investment participation to others. 

The Client Funds’ investment strategy for Private Equity Investments is based on four key elements: (i) an effective 
balance of transaction and operating expertise, (ii) tight sector focus to leverage Morgenthaler’s domain experience; 
(iii) pro-active deal origination and (iv) a disciplined and formalized approach to company building. Targeted 
businesses include profitable, stand-alone middle-market companies and divisions or subsidiaries of larger 
corporations.  In all cases, the Client Funds seek to invest in companies where a sustainable competitive advantage, 
combined with strong management execution, will enable the portfolio company to achieve sustainable 
improvements in growth rates, profitability, and ultimately shareholder value.  Typically, the Client Funds make a 
Private Equity Investment in a strong platform company, then seek to aggressively build the business through 
improved operating performance, new product development, and add-on acquisitions. 
 
Morgenthaler generally holds its portfolio companies for a four to eight year period as it seeks to enhance the 
portfolio company’s value and financial performance.  In conjunction with senior management, Morgenthaler 
formulates an exit plan for each portfolio company considering factors such as future growth prospects for the 
business, the condition of capital markets and purchase price multiples for the relevant industry. 
 
CERTAIN	RELATED	RISKS	

For a description of the specific risks relating to any particular Client Fund, please refer to the applicable Fund 
Documents for such Client Fund.  However, the following risks are generally applicable to the Client Funds. 

Past Performance May Not be Indicative of Future Results. The performance of Morgenthaler’s past investments 
cannot be relied upon as an indicator of the Client Funds' future performance or success. Notwithstanding the prior 
experience that the Morgenthaler personnel may have in making investments of the type made by the Client Funds, 
any such prior experience was obtained under different market conditions and with different technologies at the 
forefront of development. There can be no assurance that the Client Funds will be able to duplicate prior levels of 
success. 
 
No Assurance of Investment Return.  The General Partners’ task of identifying opportunities in private operating 
companies, managing such investments and realizing a significant return for investors is difficult. Many 
organizations operated by persons of competence and integrity have been unable to make, manage, and realize such 
investments successfully. There is no assurance that the Client Funds will be able to invest their capital on attractive 
terms or generate returns for its investors.  There is no assurance that the Client Funds’ investments will be 
profitable and there is a risk that the Client Funds’ losses and expenses will exceed its income and gains. As such, 
there is no assurance of any distribution to the investors prior to, or upon, liquidation of the Client Funds. 
 
Unspecified Investments.  The capital commitments received from investors go into a blind pool. Each Client Fund 
generally does not identify the particular investments it will make prior to an investor capital commitment. 
Accordingly, an investor in a Client Fund must rely upon the ability of the applicable General Partner in making 
investments consistent with such Client Fund’s investment objective and policies. The investor will not have the 
opportunity to individually evaluate the relevant economic, financial and other information that will be utilized by 
the General Partner in its selection of investments or otherwise approve of such investments. 
 
Competition for Investments.  The Client Funds will compete with other entities for the acquisition of investments. 
Such competition may come from groups such as institutional investors, investment managers, industrial groups, and 
merchant banks, which have greater resources than the Client Funds and are owned by large and well-capitalized 
investors. There may be intense competition for investments of the type in which the Client Funds intend to invest, 
and such competition may result in less favorable investment terms than would otherwise be the case. The Client 
Funds may be unable to find a sufficient number of attractive opportunities to meet their investment objectives. 
There can be no assurance that investments of the Client Funds will meet all the investment objectives of the Client 
Funds, or that the Client Funds will be able to invest all of their available capital.  However, investors are required to 
pay annual management fees based on the entire amount of their capital commitments. 
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Lack of Diversification. The Client Funds are not subject to any diversification requirements and may invest in a 
limited number of companies, sectors, or regions. To the extent a Client Fund concentrates its investments in a 
particular company, sector, or region; its investments will become more susceptible to fluctuations in value resulting 
from adverse business or economic conditions affecting that particular company or region. As a consequence, the 
aggregate return of a Client Fund may be adversely affected by the unfavorable performance of one or a small 
number of companies, sectors or regions in which such Client Fund has invested. In certain cases, a Client Fund may 
acquire majority or 100% interests in portfolio companies subject to the Fund Documents, which could further 
increase the vulnerability of the Client Fund’s portfolio.    
 
Nature of Investments.  Portfolio companies in which the Client Funds invest are confronted with a high degree of 
financial and operating risk, including risks associated with companies with little or no operating history, companies 
operating at a loss or with substantial inter-period variations, companies which incur a high level of debt as a result 
of a leverage buyout, companies where some members of the management team are inexperienced, and companies 
with a need for substantial contributions to capital to support expansion or to achieve or maintain a competitive 
position. Losses of principal are possible on any particular investment.  
 
Availability of Investment Capital.  Early-stage investments often require several rounds of capital infusions before 
the portfolio company reaches maturity. If a venture capital investor does not have funds available to participate in 
subsequent rounds of financing, that shortfall may have a significant negative impact on both the portfolio company 
and the face value of the venture investor’s original investment. Although it will be each Client Fund’s policy to 
maintain sufficient liquidity to allow it to participate in follow-on rounds of financings, each Client Fund does not 
intend to provide all necessary follow-on financing. Accordingly, third-party sources of financing will be required. 
There is no assurance that such additional sources of financing will be available, or, if available, will be on terms 
beneficial to the Client Funds. Furthermore, each Client Fund’s capital is limited and may not be adequate to protect 
a Client Fund from dilution in multiple rounds of portfolio-company financing.  
 
Non-controlling Investments. A Client Fund may hold a non-controlling interest in certain portfolio companies and, 
therefore, may have a limited ability to protect its position in such portfolio companies. However, as a condition to 
an investment in a portfolio company, it is expected that appropriate rights generally will be sought to protect the 
Client Fund’s interests to the extent possible. There can be no assurance that such minority shareholder rights will be 
available. 
 
Lack of Liquidity Within Investment Portfolio. Generally, the investments made by the Client Funds are illiquid and 
difficult to value, and there is little or no collateral to protect an investment once made. The securities in which a 
Client Fund invests may be among the most junior in a portfolio company’s capital structure and, thus, subject to the 
greatest risk of loss.  At the time of a Client Fund’s investment, a portfolio company may lack one or more key 
attributes (e.g., proven technology, marketable product, complete management team, or strategic alliances) 
necessary for success. There may be no readily available market for the Client Funds’ investments and the disposal 
of a portfolio investment by a Client Fund may be prohibited or delayed many years from the date of initial 
investment for legal and/or regulatory reasons. The public market for high technology and other emerging growth 
companies is extremely volatile. Such volatility may adversely affect the development of portfolio companies, the 
ability of the Client Funds to dispose of investments, and the value of investment securities on the date of sale or 
distribution by the Client Funds. 
 
Leveraged Investments. A Client Fund may make use of leverage by incurring or having a portfolio company incur 
debt to finance a portion of its investment in a given portfolio company.  Leverage generally magnifies both a Client 
Fund’s opportunities for gain and its risk of loss from a particular investment.  The cost and availability of leverage 
is highly dependent on the state of the broader credit markets, which is difficult to accurately forecast.  During times 
when credit markets are tight, it may be difficult to obtain or maintain the desired degree of leverage.  The use of 
leverage will also result in interest expense and other costs to a Client Fund that may not be covered by distributions 
made to such Client Fund or appreciation of its investments.  Leverage often imposes restrictive financial and 
operating covenants on a company, in addition to the burden of debt service, and may impair its ability to finance 
future operations and capital needs.  The leveraged capital structure of portfolio companies will increase the 
exposure of a Client Fund’s investments to any deterioration in a company’s condition or industry, competitive 
pressures, an adverse economic environment or rising interest rates and could accelerate and magnify declines in the 
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value of a Client Fund’s investments in the leveraged portfolio companies in a down market.  In the event any 
portfolio company cannot generate adequate cash flow to meet debt service, the applicable Client Fund may suffer a 
partial or total loss of capital invested in the portfolio company, which could adversely affect the returns of that 
Client Fund.  Furthermore, should the credit markets be tight at the time a Client Fund determines that it is desirable 
to sell all or a part of a portfolio company, such Client Fund may not achieve an exit multiple or enterprise valuation 
consistent with its forecasts.  Moreover, the companies in which a Client Fund invests generally will not be rated by 
a credit rating agency. 
 
Risks of Certain Dispositions.  In connection with the disposition of an investment in a portfolio company or 
otherwise, a Client Fund may be required to make representations about the business and financial affairs of the 
portfolio company typical of those made in connection with the sale of any business. It may also be required to 
indemnify the purchasers of such investment to the extent that any such representations are inaccurate. These 
arrangements may result in contingent liabilities, which might ultimately have to be funded by the investors to the 
extent of their capital commitment to a Client Fund or previous distributions made to them.  
 
Reliance on the General Partners. The investors do not have the right or power to participate in the management of 
the Client Funds.  The General Partners have sole discretion over the investment of the funds committed to the 
Client Funds as well as the ultimate realization of any profits.  Therefore, the Client Funds and their investors will 
rely on the General Partners and the management expertise of the key Morgenthaler personnel in identifying, 
acquiring, administering and disposing of the Client Funds’ investments. If for any reason one or more of the key 
Morgenthaler personnel should cease to be involved in a Client Fund, such loss could have a significant adverse 
impact on the performance of such Client Fund.  No assurances can be given that the key Morgenthaler personnel 
will continue to be affiliated with the Client Funds throughout their respective terms.  
 
Director Liability.  A Client Fund often receives the right to appoint a representative to the board of directors of the 
companies in which it invests. Serving on the board of directors of a portfolio company exposes the Client Funds to 
potential liability. Although portfolio companies may have insurance to protect directors and officers from such 
liability, such insurance may not be obtained by all portfolio companies and may be insufficient if obtained.  

Item	9	–	Disciplinary	Information 

Form ADV Part 2 requires investment advisers such as Morgenthaler to disclose legal or disciplinary events 
involving the firm or its partners, officers, or principals that are material to the evaluation of its advisory business or 
the integrity of its management.  Morgenthaler has no information to report that is applicable to this item.  

Item	10	–	Other	Financial	Industry	Activities	and	Affiliations 

MMC is an affiliate of MPE Mgt Co, LLC, Canvas Management Company, LLC and the General Partners of the 
Client Funds in that they are commonly controlled. Several shareholders of MMC also hold equity interests in MPE 
Mgt Co, LLC, Canvas Management Company, LLC and or the General Partners that have an equity interest in the 
respective Client Funds.  MMC has an arrangement with MPE Mgt Co, LLC, Canvas Management Company, LLC 
and the General Partners in which MMC receives from each  entity a portion of the management fee and other fee 
income. Such funds are used to pay, among other things, the employees of MMC as well as other operating expenses 
of MMC. 

As explained in Item 5 above, the General Partners or related persons may receive other fees from persons other 
than the Client Funds in connection with their respective investment activities.  For example, Fee Income may be 
payable to the General Partners and their related persons by a portfolio company or prospective portfolio company 
or other third parties in connection with the acquisition, holding or refinancing of, or add-on acquisition related to, 
these entities.  All of the Fee Income received by the General Partners or their related persons is treated as an offset, 
net of direct expenses, against the management fees next payable. Offsets are carried forward if necessary. 

Partners of Morgenthaler may serve on the boards of directors of portfolio companies in which the Client Funds 
invest. Serving in such capacity may give rise to conflicts to the extent that a Partner’s fiduciary duties to a portfolio 
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company as a director may conflict with the interests of Client Funds.  Disclosure to potential and current Client 
Fund investors is intended to mitigate this potential conflict of interest. 

Morgenthaler may also present potential conflicts of interest to the advisory committee of each Client Fund as set 
forth in the Fund Documents.  Each advisory committee consists of certain limited partners in each Client Fund. 

Letters of Understanding a/k/a “Side Letters” 

Morgenthaler has the right to enter and has entered into agreements, such as side letters, with certain investors of the 
Client Funds. These agreements have the effect of establishing rights under, altering or supplementing the terms of 
the Fund Documents in a manner more favorable to such investors. Certain side letter terms may be granted to 
incentivize or permit investors to invest with Morgenthaler, invest certain amounts or invest with Morgenthaler in 
the future. Side letters entered into with investors, and required to be disclosed in accordance with the Fund 
Documents, are provided to all investors also investing in such Client Fund if not previously provided.  To the extent 
that a right is granted in any side letter in relation to such Client Fund that is unrelated to the regulatory or other 
particular status of the recipient of such side letter or to the recipient’s right to participate on the advisory 
committee, then any other investors in such Client Fund will be entitled to receive substantially such right as granted 
in such side letter, on a pro rata basis with other electing investors and the investor receiving such side letter 
benefits. To the extent that a right is granted in any side letter in a Client Fund that is related to the regulatory or 
other particular status of the recipient of such side letter, then only an investor in such Client Fund that has a 
regulatory or other particular status that is the same or substantially similar to the status of the recipient of such side 
letter shall be entitled to receive substantially such right as granted in such side letter, on a pro rata basis with other 
electing investors in such Client Fund.  The foregoing activities with respect to the side letters will only be 
performed in accordance with the Fund Documents. 

Item	11	–	Code	of	Ethics,	Participation	or	Interest	in	Client	Transactions	and	Personal	
Trading 

Code of Ethics  
 
Morgenthaler’s Code of Ethics provides a standard of conduct for, among other things, the personal trading of 
Morgenthaler’s investment professionals. The standard of conduct is based upon fundamental principles of 
openness, integrity, honesty and trust.  Under the Code of Ethics, Morgenthaler’s investment professionals must 
provide Morgenthaler with initial and annual holdings reports (excluding accounts holding certain securities or 
discretionary accounts) and quarterly transactions reports. Pre-clearance of non-exempt and non-reportable personal 
investment transactions of employees is required.  To prevent conflicts of interest, all personal trades made by 
investment professionals of Morgenthaler are reviewed by supervisory personnel (except transactions in investment 
company securities and/or other exempt transactions including, for example, government securities, money market 
instruments, money market funds, open-end mutual funds and unit investment trusts).  Additionally, employees are 
prohibited from trading in securities of any company while in possession of material, non-public information 
regarding the company.  Morgenthaler will review violations of its Code of Ethics to determine appropriate internal 
sanctions.  The Code of Ethics also recognizes that as an investment adviser registered under the Advisers Act, 
Morgenthaler has a further obligation to comply with the provisions of the Advisers Act as well as the other U.S. 
federal securities laws.  

Morgenthaler Advisors IX, LLC  is an affiliated entity that  is listed in MMC’s Form ADV Part 1A and relies on 
MMC’s Form ADV to effect  its own registration under the Advisers Act. 

Prospective and current investors in the Client Funds may obtain a complete copy of Morgenthaler’s Code of Ethics 
free of charge by submitting a written request to Travis J. Boettner,  VP of Finance & CCO, at (650) 388-7600 or 
tboettner@morgenthaler.com.   
 
Participation or Interest in Client Transactions and Personal Trading 

Morgenthaler and its related persons receive certain fees from the portfolio companies (see Item 10 above). This 
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may create a conflict of interest between Morgenthaler’s obligation to act in the best interests of the Client Funds 
and economic interest of Morgenthaler and/or its related persons. These fees are generally disclosed in the footnotes 
of the applicable Client Funds’ audited financial statements, offset against the management fee as described in Item 
5 and paid consistent with Morgenthaler’s obligation to seek best execution. 
 
As described in more detail below, Morgenthaler and its related persons engage in a broad spectrum of investment 
activities, including personal investments for their own accounts and investment advisory activities that, with respect 
to any particular Client Fund, are independent from, and may from time to time conflict with, overlap with or 
compete with, the investment activities of other Client Funds. As a result, Morgenthaler and its related persons are 
subject to various potential conflicts of interest. 
 
As indicated previously, Partners of MMC hold equity interests in the General Partners that have an equity interest 
in the respective Client Funds.  Morgenthaler and its related persons generally do not invest in the portfolio 
companies that are also invested in by the Client Funds except as described in this Item 11 or as set forth in the Fund 
Documents.  Although investors in the Client Funds may choose to directly invest in a portfolio company, 
Morgenthaler and its related persons do not involve themselves in any such co-investments that may be made by 
such investors other than introducing such investors, without compensation, to the management team of the portfolio 
company. 
 
The Fund Documents allow Partners to make small investments (less than $100,000) in portfolio companies in 
which Morgenthaler has discharged its duties to the respective Client Fund. Individuals may be hired (e.g., Partners 
involved in the Venture Capital Investments) who make larger investments in such portfolio companies (and could 
even have competing investments). Individuals may be hired as Morgenthaler employees and Partners that could 
have pre-existing investments in portfolio companies that the Client Funds may and will invest.  Such activities are 
subject to the pre-clearance requirements of Morgenthaler’s Code of Ethics. 
 
Morgenthaler has put in place Personal Trading Policies and Procedures, as set forth in the Code of Ethics and as 
discussed more fully above in this Item 11, designed, among other things, to address the conflicts of interest that 
arise in connection with personal trading.  Disclosure to potential and current investors is intended to mitigate this 
potential conflict of interest.  Additionally, as indicated previously, Morgenthaler may also present potential 
conflicts of interest to the advisory committee of the Client Fund as set forth in the Fund Documents. 
 
In addition to the above disclosure, certain Partners of Morgenthaler engage directly or indirectly in additional 
business or other activities, including exercising investment advisory and management responsibility and buying, 
selling or otherwise dealing with securities for their own accounts or for the accounts of family entities and 
members. There is no fee charged by such Partners for such services. Investments made as a result of such activities 
are not in the portfolio companies that are invested in by the Client Funds and determined by Morgenthaler to not be 
appropriate for Client Funds.   

Morgenthaler does not engage in principal or cross transactions. However, in accordance with the anti-fraud 
provisions of the Advisers Act and with Morgenthaler’s internal compliance policies and procedures, if 
Morgenthaler were to engage in principal or cross transactions, Morgenthaler will not without obtaining the consent 
of such Client Fund prior to the settlement of such transaction: (i) as principal, sell a security to, or buy a security 
from, any Client Fund; or (ii) cause the Client Funds to participate in cross transactions in which Morgenthaler 
arranges for a Client Fund to buy a security from, or sell a security to, another Client Fund. In particular, 
Morgenthaler will not engage in such transactions without providing appropriate disclosure and obtaining the prior 
informed consent from the advisory committee of the relevant Client Funds.   

Item	12	–	Brokerage	Practices 

Selection of Broker-Dealers 

Morgenthaler has the authority to select or recommend broker-dealers, investment bankers and related 
intermediaries (collectively, “broker-dealers”) for Client Funds’ transactions.  Morgenthaler generally does not 
engage in investment management activities that require broker-dealers in connection with its business.  However, 
from time to time, Morgenthaler may assist a portfolio company invested in by a Client Fund in selecting an 
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investment banker when such portfolio company contemplates an equity or debt financing including becoming a 
public company.   

If Morgenthaler selects a broker-dealer in the future, Morgenthaler will seek best execution on an overall basis —
i.e., completing Client Fund transactions at the most favorable net price considering all relevant circumstances.  In 
connection with its determination of whether best execution has been obtained, in addition to net price, 
Morgenthaler will consider the full range of services available from and the characteristics of each broker-dealer or 
investment banker. Such services and characteristics may include, but are not limited to the following:  

 execution capabilities including execution of 
in-kind security distributions, 

 responsiveness,  
 experience including in the resale of restricted 

securities, 
 reputation and integrity,  
 overall reliability, 
 willingness and ability to commit capital, 
 access to underwritten offerings and secondary 

market trades, 
 

 ability to provide useful ideas and market 
analysis, 

 value of “research” (in whole or in part), either 
provided by the broker-dealer, or paid for by 
the broker-dealer,  

 ability to provide access to issuers and issuers’ 
counsel, 

 ability to facilitate analyst visits, and 
 brokerage and research products and services. 

 

Transactions involving broker-dealers, when used for completing transactions on behalf of the Client Funds, will 
generate a higher costs for which is borne by the relevant Client Fund involved in the transaction and not 
Morgenthaler. 

When retaining broker-dealers for portfolio transactions, Morgenthaler is not required to (i) obtain the lowest 
brokerage commission rates or (ii) combine or arrange transactions to obtain the lowest brokerage commission rates.  
Morgenthaler is also not required to solicit competitive bids.  Morgenthaler does not negotiate “execution only” 
commission rates.  Thus, if Morgenthaler determines in good faith that the amount of commissions charged by a 
broker-dealer is reasonable in relation to the value of the brokerage and research products or services provided by 
such broker-dealer, Client Funds may pay commissions to such broker-dealer in an amount greater than the amount 
another broker-dealer might charge for similar services. 

Research and Other Soft Dollar Benefits 

Various broker-dealers may provide Morgenthaler or its related persons certain research and services at no charge as 
an incident of doing business with such broker‐dealers, but only where (i) there is no arrangement to direct a specific 
amount of Morgenthaler’s business to such broker‐dealers in exchange for such items and (ii) Morgenthaler does not 
“pay up” for such items in the form of higher fees or commissions on Client Funds’ transactions.  Such research may 
include, but is not limited to proprietary and third-party research, which may be written, oral or on-line.  Services 
may include, but are not limited to: research services (which may be in written or oral form or on-line) concerning 
market, economic and financial data; statistical information; financial publications; performance measurement data 
and services; analyses concerning specific portfolio companies, other companies or sectors; market, economic and 
financial studies and forecasts; on-line pricing and financial information; access to computerized data regarding 
clients’ accounts; valuations and related information; computers or terminals, computer databases and quotation 
equipment, in each case, to access research or which provide research directly; attendance fees and accommodations 
for attending professional conferences; registration fees for attendance to research seminars; networking and related 
recreational events; accommodations at conferences; and other services to the extent related in any way to any of the 
foregoing.  

The provision by a broker-dealer of research and other products or services to Morgenthaler creates an incentive for 
Morgenthaler or its related persons to select such broker-dealer since Morgenthaler and its related persons would not 
have to pay for such research and other services as opposed to solely seeking the most favorable execution for the 
Client Funds.  Any research or services provided by a broker-dealer may benefit any Client Fund (regardless of 
which Client Fund generated was associated with such research or services) and such benefits may not be 
proportionate to commission dollars related to the provision of such research, services or property. 
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Brokerage for Client Referrals  

Morgenthaler does not consider whether it has received an investor referral from broker-dealers in selecting or 
recommending broker-dealers to the Client Funds.  

Directed Brokerage 

Morgenthaler does not enter into directed brokerage arrangements.  

Allocations of Investment Opportunities  

Morgenthaler generally does not have more than one Client Fund with an investment period open at the same time 
as another Client Fund that has the same investment objective and strategies.  However, Morgenthaler has adopted 
policies and procedures such that in the event there is an investment opportunity of limited availability, 
Morgenthaler will effect an allocation of the investment to the relevant Client Funds. An allocation between Client 
Funds is made once Morgenthaler has determined that the Client Fund that made the initial investment is allocated 
as much of the subsequent investment that is appropriate for that Client Fund. The balance of the investment will be 
allocated to other eligible Client Funds. Expenses incurred in the transaction will also be allocated in proportion to 
the investment made by such Client Funds.  The advisory committee for each Client Fund must approve the 
investment.   

Transaction Aggregation and Allocation  

Morgenthaler generally does not have more than one Client Fund with an investment period open at the same time 
as another Client Fund that has the same investment objective and strategies. Each transaction is entered into one 
deal at a time (i.e., no more than one transaction is occurring at the same time).  Thus, there is no transaction 
aggregation or allocation needed. 

Item	13	–	Review	of	Accounts	

Frequency and Nature of Review of Client Funds’ Accounts  

Morgenthaler is responsible for monitoring and reviewing the investments of the Client Funds. Such investments are 
monitored at least quarterly; however, individual Morgenthaler teams hold weekly meetings to discuss investments, 
portfolio companies and new investment opportunities. Morgenthaler may periodically review and at least quarterly 
review the basis the assets of the Client Funds following a unique occurrence in the portfolio companies in which 
the Client Funds invest or financial industry generally.  Occurrences where a review of a portfolio company will 
take place include the completion of a follow-on investment made by a Client Fund, a significant change, either 
positive or negative, in the underlying business of the portfolio company, a decision by the portfolio company 
management team or Morgenthaler to sell or liquidate the portfolio company.   

Reports to Investors in the Client Funds 

After the end of each fiscal year, the Client Funds will furnish (or cause to be furnished) annual financial statements 
audited by an independent public accounting firm to every person who was an investor in the relevant Client Fund at 
any time during that fiscal year and reasonable tax reporting information to the extent applicable in the Fund 
Documents or by side letters. Quarterly unaudited financial statements are also sent to the investors and an account 
statement of an investor’s interest in a Client Fund showing the net asset value as determined.  The unaudited 
financial statements for each Client Fund include generally a statement of assets, liabilities and investors’ capital.  
The audited financial statements and unaudited financial statements are prepared in accordance with U.S. generally 
accepted accounting principles except for the absence of footnotes and Statement of Cash Flows in the unaudited 
financial statements. The reports provided to investors in the Client Funds are written and the dates of delivery are 
specified in the Fund Documents.   
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Item	14	–	Client	Referrals	and	Other	Compensation	

Morgenthaler currently does not receive economic benefits from a person other than a Client Fund for providing 
advice or other advisory services to the Client Funds.  Neither Morgenthaler nor its related persons directly or 
indirectly compensate any person who is not a supervised person for investor or client referrals.  However, 
Morgenthaler has the ability to enter into arrangements with third parties (including affiliated third parties) whereby 
such third parties receive fees for referring investors to the Client Funds. If Morgenthaler chooses to enter into such 
arrangements, all fees for such arrangements will be ultimately borne through an offset in the management fee and 
none of the investors in the Client Funds will be subject to any increased or additional fees or charges related to such 
arrangements. Any such compensation will only be paid by Morgenthaler if the investor is aware of the fee 
arrangement (through disclosures in a Client Fund’s Fund Documents) and the arrangement otherwise complies with 
applicable rules and regulations.   
 
Item	15	–	Custody  

To the extent required by law, the Client Funds’ securities and funds are held by qualified custodians.  As described 
in Item 13, the Client Funds are subject to an annual audit performed by an independent public accounting firm and 
the audited financial statements are distributed by Morgenthaler to each investor in a Client Fund. Additionally, 
investors in the Client Funds receive from Morgenthaler quarterly unaudited financial statements and a statement of 
an investor’s interest in a Client Fund showing the net asset value as determined. The audited financial statements 
and unaudited financial statements are prepared in accordance with U.S. generally accepted accounting principles 
except for the absence of footnotes and Statement of Cash Flows in the unaudited financial statements. Investors in 
the Client Funds are urged to carefully review such statements.  

Item	16	–	Investment	Discretion 

Morgenthaler has discretionary authority based on the investment objective, policies and strategies in the relevant 
Client Fund’s respective Fund Documents that, among other things, govern Morgenthaler’s ability to buy and sell 
securities or other investments on behalf of the Client Funds. Morgenthaler typically assumes this authority through 
such documents.  The terms vary among each Client Fund and potentially restrict Morgenthaler’s advice concerning 
investment in certain securities or types of securities. 

Item	17	–	Voting	Client	Securities 

Generally, Morgenthaler does not acquire securities that require it to vote proxies on behalf of the Client Funds.  
Morgenthaler has adopted proxy voting policies and procedures designed to ensure that where the Client Funds have 
delegated proxy voting authority to Morgenthaler, all proxies are voted in the best interests of the Client Funds 
without regard to the interests of Morgenthaler or its related persons. Client Funds may not direct Morgenthaler’s 
vote in a particular solicitation.  
 
From time to time, conflicts may arise between the interests of the investors in the Client Funds, on the one hand, 
and the interests of Morgenthaler or its related persons, on the other hand.  If Morgenthaler determines that it has, or 
may be perceived to have, a conflict of interest when voting a proxy, Morgenthaler will address matters involving 
such conflicts of interest on a case-by-case basis in the best interests of the Client Funds, which may include 
disclosure of the facts surrounding any such material conflict to the advisory committees of the Client Funds for 
consent before voting.   

Investors in the Client Funds may obtain a complete copy of Morgenthaler’s Proxy Voting Policy and Procedures or, 
to the extent a proxy was voted by Morgenthaler for a Client Fund, information on how Morgenthaler voted proxies 
for the relevant Client Fund free of charge by submitting a written request to Travis J. Boettner,  VP of Finance & 
CCO at (650) 388-7600 or tboettner@morgenthaler.com.     
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Item	18	–	Financial	Information 

Morgenthaler is not required to include a balance sheet for its most recent fiscal year, is not aware of any financial 
condition reasonably likely to impair its ability to meet contractual commitments to the Client Funds, and has not 
been the subject of a bankruptcy petition at any time during the past ten years.   
 
Item	19	–	Requirements	for	State‐Registered	Advisers 

Form ADV Part 2 requires responses to Item 19 if an investment adviser is registered with one or more state 
securities authorities.  This item is not applicable to Morgenthaler. 

 

 
 


