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This Brochure provides information about the qualifications and business practices 
of Kennet Partners LLC (the “Adviser”).  If you have any questions about the 
contents of this Brochure, please contact Manish Mittal by e-mail at 
mmittal@kennet.com.  The information in this Brochure has not been approved or 
verified by the United States Securities and Exchange Commission or by any state 
securities authority, and references in this Brochure to the Adviser as a “registered 
investment adviser” are not intended to imply a certain level of skill or training. 
 
Additional information about the Adviser is also available on the SEC’s website at 
www.adviserinfo.sec.gov. 
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ITEM 2 – MATERIAL CHANGES 

 
This is the first version of the Adviser’s Brochure.  Accordingly, there are no prior versions of the 
Brochure, and no material changes to be noted. 
 
In the future, when the Adviser amends its Brochure for its annual update and the amended 
version contains material changes from the last annual update, the Adviser will identify and 
discuss those changes either on this page or as a separate document accompanying the Brochure.  
For documentation purposes, the Adviser will provide the date of the last annual update of its 
Brochure. 
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ITEM 4 – ADVISORY BUSINESS 

Item 4.A Describe your advisory firm, including how long you have been in business. 
Identify your principal owner(s).  
 
Kennet Partners LLC (“Kennet Partners” or the “Adviser”), a limited liability 
company formed in Delaware in 2001, and its affiliates, Kennet Capital 
Management (Jersey) Ltd and Kennet Partners Limited (together, the “Affiliated 
Advisers” and with Kennet Partners, “Kennet”), provide discretionary investment 
advisory services to the following private investment funds: 

 Kennet II L.P. 
 King Street Partners LP (together with Kennet II L.P., “Kennet II”) 
 Kennet III A L.P. 
 Kennet III B L.P. (together with Kennet III A L.P., “Kennet III”) 
 

(together, the “Funds” or the “Kennet Funds”).  The Funds are principally focused 
on growth equity investing in the technology industry.  The Affiliated Advisers 
were formed in 1996 and 1997. 
 
At this point, Kennet II is fully invested, and only Kennet III is making new 
investments.  The Funds have limited terms of existence, at the conclusion of 
which, final distributions are paid to Investors. 
 
King Street Partners LP is a co-investment fund which has been established for 
investment by Kennet employees and which invests alongside Kennet II L.P, at 
the same time and at terms no more favorable than Kennet II L.P.  
 
Kennet II GP Ltd and Kennet III GP Ltd, affiliates of Kennet, serve as the general 
partners to Kennet II and Kennet III, respectively (the “Affiliated General 
Partners”). 
 
Kennet Partners is indirectly but beneficially owned by Michael Elias, David 
Carratt and Javier Rojas (the “Principal Owners”). 
 

Item 4.B Describe the types of advisory services you offer. If you hold yourself out as 
specializing in a particular type of advisory service, such as financial planning, 
quantitative analysis, or market timing, explain the nature of that service in 
greater detail. If you provide investment advice only with respect to limited types 
of investments, explain the type of investment advice you offer, and disclose that 
your advice is limited to those types of investments. 
 
Kennet’s investment advice is principally related to growth equity investments in 
the technology industry.  In advising the Funds, Kennet has generally targeted 
equity investments of between €3 million and €20 million, but may make larger 
investments.  Kennet typically seeks significant minority positions or majority 
control in portfolio companies (“Portfolio Companies”), with board representation 
and customary shareholder rights.  Kennet II and Kennet III can invest up to 30% 
of their capital commitments in the U.S., with the remaining commitments to be 
invested in Europe.   
 
The Funds’ investment objectives and strategies are set forth in confidential 
information memoranda (PPMs) provided to each investor in the Funds 
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(each, an “Investor”).  The Funds are also governed by their respective 
Limited partnership Agreements (“LPAs”). Such documents should be 
carefully reviewed prior to investing in the Funds. 
 

Item 4.C Explain whether (and, if so, how) you tailor your advisory services to the 
individual needs of clients. Explain whether clients may impose restrictions on 
investing in certain securities or types of securities.  
 
Kennet does not tailor its advisory services to the individual needs of Investors, 
and Investors may not directly impose restrictions on investing in certain 
securities or types of investments.  The PPMs and LPAs set forth the Funds’ 
investment strategies, including guidelines regarding the types of securities the 
Funds will invest in and portfolio limits, including any restrictions that were 
negotiated at the time of an Investor’s commitment.   
 
The Funds have entered into side-letter agreements or other similar agreements 
with one or more Investors that provide such Investors with terms additional to or 
different from those set forth in the Funds’ PPMs and LPAs.  However, each 
Investor is notified of the side-letter agreements and has the option to be party to 
the additional terms.   
 

Item 4.D If you participate in wrap fee programs by providing portfolio management 
services, (1) describe the differences, if any, between how you manage wrap fee 
accounts and how you manage other accounts, and (2) explain that you receive 
a portion of the wrap fee for your services. 
 
Kennet does not participate in wrap fee programs. 
 

Item 4.E If you manage client assets, disclose the amount of client assets you manage on 
a discretionary basis and the amount of client assets you manage on a non-
discretionary basis. Disclose the date “as of” which you calculated the amounts. 
 
As of December 31, 2011, Kennet managed $359,817,000 of client assets, all on a 
discretionary basis. 
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ITEM 5 – FEES AND COMPENSATION 

 
Item 5.A Describe how you are compensated for your advisory services. Provide your fee 

schedule. Disclose whether the fees are negotiable.  
 
The fees applicable to each Fund are set forth in detail in the Fund’s offering 
documents and are not negotiable by Fund Investors once the Funds are 
closed.  The following is a brief summary of fees generally applicable to Fund 
Investors.   
 
Asset Management Fee: 
 
For Kennet III, the Affiliated General Partner receives an annual fee equal to 
2.5% of Total Commitments until the end of the Investment Period (5 years from 
the first closing date).  Thereafter and until the termination of the Fund (10 years 
from the original closing date), the Affiliated General Partner’s share will be 2.5% 
of the acquisition costs of all investments less the acquisition costs of realized 
investments.  The Affiliated General Partner's Share, or non-refundable drawings 
on account thereof, are payable quarterly in advance. 
 
The life of Kennet II L.P. was extended by two years to 7 December 2012.  In this 
extension period, Kennet II L.P. receives an annual fee of 1% of the lower of the 
aggregate cost of its unrealized investments or the aggregate value of its 
unrealized investments.  
 
Performance-Based Fee payable upon Distribution/Realization of Proceeds: 
 
For Kennet III, and subject to a clawback, the founder partner is eligible to receive 
a percentage of profits on any distributions made by the Funds.  All income and 
realization proceeds (except in the case of Short Term Investments as described 
below) will, after satisfying any expenses and liabilities of the Fund, be 
distributed as follows: 
 

1. first, to all the Investors (pro-rata to the amount of their respective 
Commitments) until the Investors have been repaid their Outstanding 
Loans;  

2.  second, as to 80% to the Investors and 20% to the Founder Partner as carried 
interest, subject to certain retention provisions. 

Income to the Fund from interest on Short Term Investments will be distributed 
directly to the Investors pro rata based on their Commitments.   

For Kennet II L.P., the performance-based fee mechanism is similar but not 
identical to Kennet III. 

It is important that Investors refer to the PPM and LPA for a complete 
understanding of how the affiliate of the Adviser is compensated for services.  
This is particularly true with respect to performance-based compensation.  
The information contained herein is a summary only and is qualified in its 
entirety by such documents. 
 

Item 5.B Describe whether you deduct fees from clients’ assets or bill clients for fees 
incurred. If clients may select either method, disclose this fact. Explain how 
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often you bill clients or deduct your fees. 
 
Asset Management Fees are generally called from Fund Investors’ capital 
commitments quarterly in advance.  The proceeds of realized investments are 
usually applied as soon as practicable towards repaying the Outstanding 
Commitments drawn down and distributing capital gains, although proceeds can 
be retained for ‘recycling’ in accordance with the LPAs.  
 
It is important that Investors refer to the PPM and LPAs for a complete 
understanding of how the affiliate of the Adviser is compensated for services.  
The information contained herein is a summary only and is qualified in its 
entirety by such documents. 
 

Item 5.C Describe any other types of fees or expenses clients may pay in connection with 
your advisory services, such as custodian fees or mutual fund expenses. 
Disclose that clients will incur brokerage and other transaction costs, and direct 
clients to the section(s) of your brochure that discuss brokerage. 
 
The Funds bear their own operating costs, including establishment costs which are 
capped, legal and audit fees, and third party costs arising from uncompleted 
transactions.  The Affiliated General Partner bears any establishment costs in 
excess of the cap.  For Kennet III, Directors’ fees, monitoring fees, management 
fees, arrangement fees, syndication fees, and transaction fees are retained by the 
Affiliated General Partner or Kennet and are completely off-set against the 
Affiliated General Partner’s Asset Management Fee.  If the aggregate amount of 
the foregoing fees exceeds the Affiliated General Partner’s Asset Management 
Fee in any accounting period, the excess is carried forward and will reduce the 
Affiliated General Partner’s Asset Management Fee in the following accounting 
period(s). 
 
For Kennet II L.P., only transaction fees retained by the Affiliated General Partner 
or Kennet are completely off-set against the Affiliated General Partner’s Asset 
Management Fee. 
 
It is important that Investors refer to the PPM and LPAs for a complete 
understanding of the expenses that will be borne by Investors.  The 
information contained herein is a summary only and is qualified in its 
entirety by such documents. 
 

Item 5.D If your clients either may or must pay your fees in advance, disclose this fact. 
Explain how a client may obtain a refund of a pre-paid fee if the advisory 
contract is terminated before the end of the billing period. Explain how you will 
determine the amount of the refund. 
 
Asset Management Fees applicable to Fund Investors are calculated and paid 
quarterly in advance.  The Asset Management Fees are typically called down from 
the Investors on a quarterly basis.  
 
Investors may not transfer their interest in the Funds without the Affiliated 
General Partner’s prior written consent (which may be withheld in its absolute 
discretion) and only if such transfer does not breach any relevant legal or 
regulatory restriction.  Investors may not withdraw from the Funds except where 
this is required to avoid a plan assets violation under ERISA. 
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Item 5.E If you or any of your supervised persons accepts compensation for the sale of 
securities or other investment products, including asset-based sales charges or 
service fees from the sale of mutual funds, disclose this fact and respond to 
Items 5.E.1, 5.E.2, 5.E.3 and 5.E.4.  
 
Not applicable to the Adviser. 
 

Item 5.E.1 Explain that this practice presents a conflict of interest and gives you or your 
supervised persons an incentive to recommend investment products based on 
the compensation received, rather than on a client’s needs. Describe generally 
how you address conflicts that arise, including your procedures for disclosing 
the conflicts to clients. If you primarily recommend mutual funds, disclose 
whether you will recommend “no-load” funds. 
 
Not applicable to the Adviser. 
 

Item 5.E.2 Explain that clients have the option to purchase investment products that you 
recommend through other brokers or agents that are not affiliated with you. 
 
Not applicable to the Adviser. 
 

Item 5.E.3 If more than 50% of your revenue from advisory clients results from 
commissions and other compensation for the sale of investment products you 
recommend to your clients, including asset-based distribution fees from the sale 
of mutual funds, disclose that commissions provide your primary or, if 
applicable, your exclusive compensation. 
 
Not applicable to the Adviser. 
 

Item 5.E.4 If you charge advisory fees in addition to commissions or markups, disclose 
whether you reduce your advisory fees to offset the commissions or markups. 
 
Not applicable to the Adviser. 
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ITEM 6 - PERFORMANCE-BASED FEES AND  
SIDE-BY-SIDE MANAGEMENT 

If you or any of your supervised persons accepts performance-based fees – that is, fees based on a 
share of capital gains on or capital appreciation of the assets of a client (such as a client that is a hedge 
fund or other pooled investment vehicle) – disclose this fact. If you or any of your supervised persons 
manage both accounts that are charged a performance-based fee and accounts that are charged 
another type of fee, such as an hourly or flat fee or an asset-based fee, disclose this fact. Explain the 
conflicts of interest that you or your supervised persons face by managing these accounts at the same 
time, including that you or your supervised persons have an incentive to favor accounts for which you 
or your supervised persons receive a performance-based fee, and describe generally how you address 
these conflicts. 
 
Subject to a clawback, Kennet or the founder partner is eligible to receive performance-based 
compensation from Investors upon the distribution of investment proceeds. 
 
It should be noted that the possibility of Kennet’s or the founder partner’s receipt of performance-based 
compensation can create a potential conflict of interest in that it could be viewed as an incentive to make 
riskier investments or more speculative investments than in the absence of such performance-based fee.  
However, this incentive is mitigated by the fact that losses will reduce a Fund’s performance and thus 
Kennet’s or the founder partner’s compensation.  Investors are provided with clear disclosure in the PPM 
and LPA as to how the performance-based compensation is charged.  In addition, Kennet or its affiliates 
may receive fees from Portfolio Companies, a portion of which may be retained by Kennet.  The 
compensation structure is in line with industry standards.   
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ITEM 7 – TYPES OF CLIENTS 

Describe the types of clients to whom you generally provide investment advice, such as individuals, 
trusts, investment companies, or pension plans. If you have any requirements for opening or 
maintaining an account, such as a minimum account size, disclose the requirements. 
 
Kennet provides investment advice to the Funds, as described in Item 4, above.  During the periods of 
time when the Funds were open to new investors, they were open only to investors meeting certain 
suitability requirements.  In addition, the Funds required a significant minimum capital commitment, 
subject to modification by the Affiliated General Partner.   
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ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES 
AND RISK OF LOSS 

Item 8.A Describe the methods of analysis and investment strategies you use in 
formulating investment advice or managing assets. Explain that investing in 
securities involves risk of loss that clients should be prepared to bear. 
 
As a general matter, Kennet utilizes the methods of analysis and investment 
strategies described in the Funds’ offering and governing documents provided to 
all Investors prior to the time of an investment.  The information contained herein 
is a summary only and Fund Investors should refer to and carefully review the 
respective Fund offering and governing documents for a complete overview of 
Kennet’s methods of analysis and investment strategies.   
 
Investment Process 

As described in Item 4.B above, Kennet provides advisory services in relation to 
growth equity investments in the technology industry.  Investment opportunities 
for the Funds originate from multiple sources, including proactive outbound 
prospecting, and from the Kennet network of industry executives and professional 
intermediaries. The emphasis is on maximizing proprietary deal flow, in order to 
generate investment opportunities which are non-competitive and can thus be 
obtained on more attractive terms.  
 
With a view to seeking out capital-efficient businesses that have the potential to 
become market-leading companies, Kennet prioritizes its deal sourcing activities 
as follows:  
 
1. Bootstrapped companies – Typically these businesses are majority-owned by 
their founder-managers, are often profitable, and they are by definition capital-
efficient. These companies tend to face similar challenges in expanding 
internationally and in ensuring professional management is in place for the next 
phase of growth – both areas in which Kennet’s experience is applicable.  
 
2. Traditional follow-on investments – Kennet also considers follow-on 
investment rounds in venture-backed businesses if they meet certain key criteria:  

 They must have demonstrated capital efficiency to date and must not be 
dependent on continuous capital-raising for survival; and 

 Following Kennet’s investment, they must have a simple capital structure, 
with management equity not ‘under water’ beneath excessive preference 
capital. 
 

3. Divestitures – Kennet maintains an ongoing dialogue with technology 
investment banks and larger technology companies in order to be aware of any 
pending divestitures. Kennet also regularly approaches companies with regard to 
specific subsidiaries of interest. In looking at divestitures, a key Kennet 
requirement is having the right management team in place at the time of the 
transaction. 
 
4. Other transactions – Since Kennet’s primary objective is to become a 
significant shareholder in businesses with an opportunity of international 
expansion, the Kennet team is open to a variety of financial transactions that 
achieve this end. Kennet has proven experience with MBO and MBI bids, public-
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to-private transactions, as well as purchases of pure secondary stakes in 
companies. 
 
Investment Strategy 

Kennet’s objective is to build a portfolio of investments where each can deliver a 
relatively low-risk base return of 3x invested capital, with upside potential in the 
5–10x range.  The assumption is that some companies will fail to reach their base 
return, while others will exceed return expectations.  Every effort is made to 
minimise loss of capital by investing in businesses that are capital-efficient and 
which do not have significant preference capital from prior equity investors. In 
many cases the companies are either profitable or near profitability.  In the event 
of underperformance, such portfolio companies can potentially be sold for the 
value at which Kennet has invested, yielding at least a return of capital plus the 
return built into the protected equity instrument.  This minimizes portfolio losses 
and can provide significant downside protection for the fund.  

 
Item 8.B For each significant investment strategy or method of analysis you use, explain 

the material risks involved. If the method of analysis or strategy involves 
significant or unusual risks, discuss these risks in detail. If your primary 
strategy involves frequent trading of securities, explain how frequent trading 
can affect investment performance, particularly through increased brokerage 
and other transaction costs and taxes. 
 
As a general matter, Kennet utilizes the methods of analysis and investment 
strategies described in the Kennet Funds’ offering and governing documents 
provided to all Fund Investors prior to the time of an investment.  The information 
contained herein is a summary only and Fund Investors should refer to and 
carefully review the respective Kennet Fund offering and governing documents 
for a complete overview of Kennet’s methods of analysis and investment 
strategies and the risks associated therewith.  
 
Fund Investors and potential investors should be aware that an investment in a 
Kennet Fund involves a high degree of risk.  There can be no assurance that the 
Kennet’s investment objectives will be achieved or that an investor will receive a 
return of its capital.  The following considerations, in addition to those contained 
in the offering and governing documents, should be carefully evaluated before 
making an investment in a Kennet Fund. 
 
Passive Investment 
Fund Investors are precluded from active participation in making investment 
decisions. In order to protect their limited liability status, Fund Investors must rely 
entirely on Kennet and its affiliates to conduct and manage the affairs of the 
Kennet Funds. 
 
Importance of Kennet Personnel 
The success of the Kennet Funds depends substantially upon the skill and 
expertise of the individuals employed by Kennet. There can be no assurance that 
the present individuals will continue to be employed by Kennet throughout the life 
of the Kennet Funds. 
 
 
Competition 
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The Kennet Funds will be competing for investments with other companies, the 
public equity markets and other investors. It is possible that competition for 
appropriate investment opportunities may increase, thus reducing the number of 
opportunities available and adversely affecting the terms upon which such 
investments can be made. Accordingly, there can be no assurance that the Kennet 
Funds will be able to identify and complete attractive investments in the future or 
that it will be able to invest fully their committed capital. 
 
General Economic Conditions 
General economic conditions may affect the Kennet Funds’ activities. Interest 
rates, the availability of financing, the price of securities and participation by 
other investors in the financial markets may adversely affect the value and number 
of investments made by the Kennet Funds. 
 
Lack of Liquidity 
Interests in the Kenent Funds will not be registered under the US Securities Act of 
1933, as amended, or any other securities laws in any jurisdiction, and interests in 
such Funds will not ordinarily be transferable. There is no market for such 
interests and none is expected to develop.  Interests in the Kennet Funds are not 
redeemable. 
 
Potential for Insufficient Returns 
Returns generated by Funds’ investments may be insufficient to compensate Fund 
Investors adequately for the business and financial risks that must be assumed. 
Fund Investors may lose all or part of their commitments to the Fund. 
 
Past Performance 
Past performance of investments managed by Kennet is not necessarily a guide to 
the future performance. 
 
Leverage 
The Funds’ investments are not expected to include companies whose capital 
structures may have significant leverage, though this does not preclude the Funds’ 
from making such investments. Kennet will seek to invest in portfolio companies 
whose leverage is believed to be appropriate to that company, though the 
leveraged capital structure of such companies may increase their exposure to 
adverse economic factors such as rising interest rates, downturns in the economy 
or deteriorations in the condition of the company or its industry. 
 
Risk of Limited Number of Investors 

The Partnership may participate in a limited number of investments and, as a 
consequence, the aggregate return of the Partnership may be substantially 
adversely affected by the unfavourable performance of even a single investment. 
 
Investors and prospective Investors are provided with investment offering 
documents that contain a detailed description of the risks related to an 
investment in the Fund and are advised to carefully review all risk factors set 
forth in the relevant offering documents. 
 

Item 8.C If you recommend primarily a particular type of security, explain the material 
risks involved. If the type of security involves significant or unusual risks, 
discuss these risks in detail.  
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Risk of Certain Investments in Portfolio Companies 
The securities of portfolio companies and the ability of such companies to pay 
debts could be adversely affected by interest rate movements, changes in the 
general economic or political climate, or the economic factors affecting a 
particular industry, changes in tax law or specific developments within such 
companies. Most of the Funds’ investments will not have a readily available 
public market, and disposition of such investments may require a lengthy time 
period or may result in distributions in kind to Fund Investors. Kennet has a 
limited ability to extend the term of the Funds, therefore the Funds may have to 
sell, distribute or otherwise dispose of investments at a disadvantageous time as a 
result of dissolution. 
 
Non-controlling Investments 
The Funds 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, although as a condition of investment in a portfolio company, it is 
expected that appropriate shareholder rights generally will be sought to protect the 
Fund Investor’s interests. Kennet also seeks to secure board representation at the 
time of making an investment.  The Funds may co-invest with third parties 
through joint ventures or other entities. Such investments may involve risks in 
connection with such third-party involvement, including the possibility that a co-
investor may have financial difficulties that negatively impact such investment. 
Further, a co-investor may have economic or business interests that are 
inconsistent with those of the Fund, or may be in a position to take action in a 
manner contrary to the Fund’s investment objectives.  
 
Contingent Liabilities on Disposition of Investments 
In connection with the disposition of an investment in a portfolio company, the 
Funds may be required to make representations about the business and financial 
affairs of such company typical of those made in connection with the sale of a 
business. The Funds also may be required to indemnify the purchasers of such 
investment to the extent that any such representations are inaccurate. These 
arrangements may result in the incurrence of contingent liabilities for which 
reserves or escrow accounts may be established. 
 
Investors and prospective Investors are provided with investment offering 
documents that contain a detailed description of the risks related to an 
investment in the Fund and are advised to carefully review all risk factors set 
forth in the relevant offering documents. 
 

 
 



12 

ITEM 9 – DISCIPLINARY INFORMATION 

If there are legal or disciplinary events that are material to a client’s or prospective client’s evaluation of 
your advisory business or the integrity of your management, disclose all material facts regarding those 
events.  

Item 9.A A criminal or civil action in a domestic, foreign or military court of competent 
jurisdiction in which your firm or a management person  
 

1. was convicted of, or pled guilty or nolo contendere (“no contest”) to 
(a) any felony; (b) a misdemeanor that involved investments or an 
investment-related business, fraud, false statements or omissions, 
wrongful taking of property, bribery, perjury, forgery, counterfeiting, 
or extortion; or (c) a conspiracy to commit any of these offenses;  

 
2. is the named subject of a pending criminal proceeding that involves 

an investment-related business, fraud, false statements or omissions, 
wrongful taking of property, bribery, perjury, forgery, counterfeiting, 
extortion, or a conspiracy to commit any of these offenses;  

 
3. was found to have been involved in a violation of an investment-

related statute or regulation; or  
 

4. was the subject of any order, judgment, or decree permanently or 
temporarily enjoining, or otherwise limiting, your firm or a 
management person from engaging in any investment-related 
activity, or from violating any investment-related statute, rule, or 
order 

 
Not applicable. 
 

Item 9.B An administrative proceeding before the SEC, any other federal regulatory 
agency, any state regulatory agency, or any foreign financial regulatory 
authority in which your firm or a management person  
 

1. was found to have caused an investment-related business to lose its 
authorization to do business; or  

2. was found to have been involved in a violation of an investment-
related statute or regulation and was the subject of an order by the 
agency or authority  

(a) denying, suspending, or revoking the authorization of your 
firm or a management person to act in an investment-related 
business;  

(b)  barring or suspending your firm’s or a management person's 
association with an investment-related business;  

(c)  otherwise significantly limiting your firm’s or a management 
person's investment-related activities; or  

(d)  imposing a civil money penalty of more than $2,500 on your 
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firm or a management person.  

Not applicable.  
 

Item 9.C A self-regulatory organization (SRO) proceeding in which your firm or a 
management person  

1. was found to have caused an investment-related business to lose its 
authorization to do business; or  

2. was found to have been involved in a violation of the SRO’s rules 
and was: (i) barred or suspended from membership or from 
association with other members, or was expelled from membership; 
(ii) otherwise significantly limited from investment-related activities; 
or (iii) fined more than $2,500.  

Not applicable.  
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ITEM 10 – OTHER FINANCIAL INDUSTRY  
ACTIVITIES AND AFFILIATIONS 

Item 10.A If you or any of your management persons are registered, or have an 
application pending to register, as a broker-dealer or a registered representative 
of a broker-dealer, disclose this fact. 
 
Not applicable. 
 

Item 10.B If you or any of your management persons are registered, or have an 
application pending to register, as a futures commission merchant, commodity 
pool operator, a commodity trading advisor, or an associated person of the 
foregoing entities, disclose this fact. 
 
Not applicable. 
 

Item 10.C Describe any relationship or arrangement that is material to your advisory 
business or to your clients that you or any of your management persons have 
with any related person listed below. Identify the related person and if the 
relationship or arrangement creates a material conflict of interest with clients, 
describe the nature of the conflict and how you address it.  

1. broker-dealer, municipal securities dealer, or government securities 
dealer or broker  

2. investment company or other pooled investment vehicle (including a 
mutual fund, closed-end investment company, unit investment trust, 
private investment company or “hedge fund,” and offshore fund)  

3. other investment adviser or financial planner  
4. futures commission merchant, commodity pool operator, or 

commodity trading advisor  
5. banking or thrift institution  
6. accountant or accounting firm  
7. lawyer or law firm  
8. insurance company or agency  
9. pension consultant  
10. real estate broker or dealer  
11. sponsor or syndicator of limited partnerships 
 

The Adviser, in conjunction with affiliates, serves as investment adviser to the 
Funds.  The Principal Owners and affiliates of the Adviser also invest directly or 
indirectly in the Funds, and some employees of the Adviser or its affiliates also 
invest directly or indirectly in the Funds (through an affiliate).  The fact that the 
Principal Owners and affiliates have financial ownership interests in the Funds 
can create a potential conflict in that it could cause Kennet to make different 
investment decisions than if such parties did not have such financial ownership 
interests.   
 
Kennet seeks to address this potential conflict through a variety of mechanisms.  
All of Kennet’s employees agree to abide by the terms of Kennet’s Code of Ethics 
(the “Code”) which, as described in Item 11, sets forth Kennet’s status as a 
fiduciary and requires employees to act in the best interest of the Funds and to 
place the interests of the Funds ahead of their own and those of the Adviser, and 
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all employees are required to acknowledge their receipt and understanding of the 
Code.  In addition, the Principal Owners are all equally incentivized by way of 
Performance-Based Fees as described in Item 5.B, and therefore have a vested 
interest to maximize value in the Funds. 

 
Item 10.D If you recommend or select other investment advisers for your clients and you 

receive compensation directly or indirectly from those advisers that creates a 
material conflict of interest, or if you have other business relationships with 
those advisers that create a material conflict of interest, describe these practices 
and discuss the material conflicts of interest these practices create and how you 
address them. 
 
Not applicable. 
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ITEM 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN 
CLIENT TRANSACTIONS AND PERSONAL TRADING 

Item 11.A If you are an SEC-registered adviser, briefly describe your code of ethics 
adopted pursuant to SEC rule 204A-1 or similar state rules. Explain that you 
will provide a copy of your code of ethics to any client or prospective client upon 
request. 
 
The Adviser’s Code of Ethics (the “Code”) is designed to meet the requirements 
of Rule 204A-1 of the Investment Advisers Act of 1940 (the “Advisers Act”).  
The Code applies to the Adviser’s “Access Persons.”  Access Persons include, 
generally, any partner, officer or director of the Adviser and any employee or 
other supervised person of the Adviser (or an affiliate) who, in relation to the 
Fund, (1) has access to non-public information regarding any purchase or sale of 
securities, or non-public information regarding securities holdings or (2) is 
involved in making securities recommendations, executing securities 
recommendations, or has access to such recommendations that are non-public.  
All employees of certain affiliates of the Adviser are deemed to be Access 
Persons. 
 
The Code sets forth a standard of business conduct that takes into account the 
Adviser’s status as a fiduciary and requires Access Persons to place the interests 
of the Fund and Investors above their own interests and the interests of the 
Adviser and its affiliates.  The Code requires Access Persons to comply with 
applicable federal securities laws.  Further, Access Persons are required to 
promptly bring violations of the Code to the attention of the Adviser’s Chief 
Compliance Officer (the “Chief Compliance Officer”).  All Access Persons are 
provided with a copy of the Code and are required to acknowledge receipt of the 
Code upon hire and on at least an annual basis thereafter. 
 
The Code also sets forth certain reporting and pre-clearance requirements with 
respect to personal trading by Access Persons.  Access Persons must provide the 
Adviser’s Chief Compliance Officer with a list of their personal accounts and an 
initial holdings report within 10 days of becoming an Access Person.  In addition, 
the Adviser’s Access Persons must provide annual holdings reports and quarterly 
transaction reports in accordance with Advisers Act Rule 204A-1. 
 
In addition, the Code seeks to ensure the protection of non-public information 
about the activities of the Fund, Investors and prospective investors.  Investors or 
prospective Investors may obtain a copy of the Code by contacting the Chief 
Compliance Officer, Manish Mittal, at mmittal@kennet.com. 
 

Item 11.B If you or a related person recommends to clients, or buys or sells for client 
accounts, securities in which you or a related person has a material financial 
interest, describe your practice and discuss the conflicts of interest it presents. 
Describe generally how you address conflicts that arise.  
 
As explained in Item 10.C above, the Adviser serves as investment adviser to the 
Funds.  The Adviser recommends interests in the Funds to prospective Investors. 
 
The Adviser, its affiliates and certain Access Persons may invest directly or 
indirectly in the Funds (through an affiliate).   



17 

 
The fact that the Adviser, its affiliates and Access Persons may each have a direct 
or indirect financial ownership interests in the Funds create a potential conflict in 
that it could cause the Adviser and its affiliates to make different investment 
decisions than if such parties did not have such financial ownership interests.  The 
Adviser seeks to address such potential conflicts by the personal securities 
transaction pre-clearance and holding requirements described in Item 11. A and 
11. C, as well as through regular monitoring of the Funds’ portfolio and 
investments for consistency with the Funds’ objectives, strategies, and target 
capacity.  Further, the Adviser and its affiliates carefully consider the risks 
involved in any investments and provide extensive disclosure to Investors 
regarding the potential risks that come with an investment in the Funds.  The 
Code requires Access Persons to place the interests of the Funds and Investors 
over their own or those of the Adviser, its affiliates and all Access Persons are 
required to acknowledge their receipt and understanding of the Code. 
 
Further, the Adviser (or its affiliate) receives management and performance-based 
compensation.  The management fees are payable without regard to the overall 
success or income earned by the Funds and, therefore, may create an incentive on 
the part of the Adviser to raise or otherwise increase assets under management to 
a higher level than would be the case if the Adviser was receiving a lower or no 
management fee.  Performance-based fees can create an incentive for Kennet to 
make Investments that are riskier or more speculative than in the absence of such 
performance-based fee. However, this incentive is mitigated by the fact that losses 
will reduce a Fund’s performance and thus Kennet’s or the founder partner’s 
compensation. 
 

Item 11.C If you or a related person invests in the same securities (or related securities, 
e.g., warrants, options or futures) that you or a related person recommends to 
clients, describe your practice and discuss the conflicts of interest this presents 
and generally how you address the conflicts that arise in connection with 
personal trading. 
 
The Adviser’s investment program does not generally involve investments in 
publicly traded securities.  However, this is not excluded from the LPAs. 
 
Access Persons are permitted to make securities transactions in their personal 
accounts.  This presents potential conflicts in that an Access Person could make 
improper use of information regarding a Fund’s holdings or future transactions or 
research paid for by the Funds.  An Access Person could take for himself or 
herself an investment opportunity available to a Fund or could engage in “front-
running” of a Fund’s investment.   
 
Kennet seeks to manage the potential conflicts of interest inherent in Access 
Person personal trading by rigorous enforcement of its Code, which contains strict 
pre-clearance and reporting guidelines for Access Persons.  Kennet requires that 
Access Persons pre-clear certain securities transactions in their personal accounts, 
including transactions in IPOs, limited offerings, and securities of any company 
that operates in the industries that are within the scope of the investment activities 
of Kennet.  Generally speaking, Access Persons are discouraged from making 
investments in the technology industry, in which Kennet is actively and regularly 
pursuing investment opportunities.  Requests for pre-clearance are reviewed for 
potential conflicts of interest with the Funds.    
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Kennet maintains a “Restricted List” with the names of issuers of securities about 
which Kennet or its affiliates (including Access Persons) have learned material, 
non-public information.  Access Persons are strictly prohibited from trading 
securities on the Restricted List. 
 

Item 11.D If you or a related person recommends securities to clients, or buys or sells 
securities for client accounts, at or about the same time that you or a related 
person buys or sells the same securities for your own (or the related person's 
own) account, describe your practice and discuss the conflicts of interest it 
presents. Describe generally how you address conflicts that arise.  
 
Please refer to Items 11.A, 11.B, and 11.C. 
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ITEM 12 – BROKERAGE PRACTICES 

Item 12.A.1 Describe the factors that you consider in selecting or recommending broker-
dealers for client transactions and determining the reasonableness of their 
compensation (e.g., commissions).  

1. Research and Other Soft Dollar Benefits. If you receive research or 
other products or services other than execution from a broker-dealer 
or a third party in connection with client securities transactions 
(“soft dollar benefits”), disclose your practices and discuss the 
conflicts of interest they create.  

As described in Item 4.B. above, Kennet is the investment adviser to private 
equity funds.  Due to the nature of its business (being focused on private as 
opposed to publicly-traded securities), Kennet generally does not select or 
recommend broker-dealers for Fund transactions.  However, under certain 
circumstances, such as when Funds receive distributions in the form of stock 
provided by underlying Portfolio Companies or when an underlying Portfolio 
Company completes an initial public offering, Kennet may use brokerage firms to 
liquidate or distribute securities that become tradable in public markets.  These 
transactions may be done in large block transactions or in smaller trades over a 
period of time.  Kennet would likely select any such brokers based upon a number 
of factors, including trading execution capabilities, commissions charged, 
experience handling private equity transactions, customer services capabilities and 
back-office support, and in accordance with best execution. 
 
Kennet does not utilize “soft dollars.” 
 

Item 12.A.2 Brokerage for Client Referrals. If you consider, in selecting or recommending 
broker-dealers, whether you or a related person receives client referrals from a 
broker-dealer or third party, disclose this practice and discuss the conflicts of 
interest it creates.  

a. Disclose that you may have an incentive to select or recommend a 
broker-dealer based on your interest in receiving client referrals, 
rather than on your clients’ interest in receiving most favorable 
execution.  

b. Explain the procedures you used during your last fiscal year to 
direct client transactions to a particular broker-dealer in return for 
client referrals.  

Not applicable. 
 

Item 12.A.3 Directed Brokerage.  

a. If you routinely recommend, request or require that a client direct 
you to execute transactions through a specified broker-dealer, 
describe your practice or policy. Explain that not all advisers 
require their clients to direct brokerage. If you and the broker-
dealer are affiliates or have another economic relationship that 
creates a material conflict of interest, describe the relationship and 
discuss the conflicts of interest it presents. Explain that by directing 
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brokerage you may be unable to achieve most favorable execution 
of client transactions, and that this practice may cost clients more 
money.  

b. If you permit a client to direct brokerage, describe your practice. If 
applicable, explain that you may be unable to achieve most 
favorable execution of client transactions. Explain that directing 
brokerage may cost clients more money. For example, in a directed 
brokerage account, the client may pay higher brokerage 
commissions because you may not be able to aggregate orders to 
reduce transaction costs, or the client may receive less favorable 
prices.  

Not applicable. 
 

Item 12.B Discuss whether and under what conditions you aggregate the purchase or sale 
of securities for various client accounts. If you do not aggregate orders when 
you have the opportunity to do so, explain your practice and describe the costs 
to clients of not aggregating. 
 
The Adviser recognizes that, as a fiduciary, it has a duty to seek to allocate 
investment opportunities among its private funds in a fair and equitable manner.  
It should be noted that it is generally the Adviser’s policy to raise and invest only 
one fund at a time.  However, from time to time certain funds may have 
overlapping investment periods, in which case the investment will be made by the 
older Fund.  This would be disclosed and agreed with the Investors in the new 
Fund.  Kennet does not normally co-invest between Funds.  If Kennet would be 
considering co-investment by the Funds, it would only make the co-investment if 
had consent from the respective Investor Committees of the Funds. 
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ITEM 13 – REVIEW OF ACCOUNTS 

Item 13.A Indicate whether you periodically review client accounts or financial plans. If 
you do, describe the frequency and nature of the review, and the titles of the 
supervised persons who conduct the review. 
 
The Funds’ investments are under continuous review by the investment team.  
The Kennet team usually meets on a weekly basis and such meetings typically 
include reviewing the existing investments, potential investments, investment 
policy, the suitability of the investments used to meet policy objectives, cash 
availability, and investment objectives.  The investment team considers, among 
other things, investment performance, the investment’s sensitivity to market 
changes, and whether anything has changed subsequent to an initial investment 
decision that impacts the risk or potential return.   
 
Each of the Kennet Funds has an Investor Committee that meets at least on an 
annual basis to review the valuations and performance of the portfolio 
investments.  Any matters of conflict or risk are also discussed with the Investor 
Committees on an as and when needed basis. 
 
Kennet typically reports quarterly to its Investors.  
 
The Kennet Funds also have annual investor meetings in which all Investors are 
invited.  The purpose of these meetings is to allow Kennet to provide an update on 
a Fund to its Investors, and for the Investors to ask questions about the Fund. 
 

Item 13.B If you review client accounts on other than a periodic basis, describe the factors 
that trigger a review  
 
Please see Item 13.A.  The accounts are under continuous review.   
 

Item 13.C Describe the content and indicate the frequency of regular reports you provide 
to clients regarding their accounts. State whether these reports are written. 
 
For Kennet III, the Fund Investors receive: 
 

(a) annual audited accounts of the Funds together with such information as is 
reasonably necessary to complete their tax returns;  

(b) quarterly unaudited accounts of the Funds; and 
(c) semi-annual portfolio company summaries. 

 
Kennet II Fund Investors receive all the documents as mentioned above, as well as 
quarterly portfolio company summaries. 
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ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION 

Item 14.A If someone who is not a client provides an economic benefit to you for 
providing investment advice or other advisory services to your clients, generally 
describe the arrangement, explain the conflicts of interest, and describe how 
you address the conflicts of interest. For purposes of this Item, economic 
benefits include any sales awards or other prizes. 
 
Not applicable. 
 

Item 14.B If you or a related person directly or indirectly compensates any person who is 
not your supervised person for client referrals, describe the arrangement and 
the compensation.  
 
During the fundraising process of Kennet III, Kennet had an agreement in place 
with a third party for the purpose of soliciting prospective investors in the Fund.  
To the extent that Kennet engages with a third party for the purpose of soliciting 
prospective investors in the future, all such compensation will be fully disclosed 
to each Investor consistent with applicable law.  In general, Kennet may pay third 
party solicitors out of the fees it receives with regard to the Kennet Funds for 
investor referrals.   All such referral activities will be conducted in accordance 
with SEC Rule 206 (4)-3 under the Advisers Act, as well as relevant guidance.      
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ITEM 15 – CUSTODY 

If you have custody of client funds or securities and a qualified custodian sends quarterly, or more 
frequent, account statements directly to your clients, explain that clients will receive account 
statements from the broker-dealer, bank or other qualified custodian and that clients should carefully 
review those statements. If your clients also receive account statements from you, your explanation 
must include a statement urging clients to compare the account statements they receive from the 
qualified custodian with those they receive from you. 
 
Kennet is deemed to have custody of the Fund assets pursuant to Advisers Act Rule 206(4)-2.   
 
The Funds’ Administrator sends capital account statements to investors on a quarterly basis. 
 
In seeking to comply with the requirements of Advisers Act Rule 206(4)-2, Kennet provides Fund 
Investors with audited financial statements within 120 days of the end of the relevant Fund’s fiscal year 
(i.e., generally by April 30).  Those statements should be carefully reviewed by Investors. 
 
Fund assets and securities (which generally consist of certificates evidencing ownership) are generally 
maintained with a qualified custodian.  Kennet may rely on an exception from the qualified custodian 
requirement with respect to certain privately offered securities.  The qualified custodian utilized by 
Kennet is Northern Trust International Fund Administration Services (Guernsey) Ltd. 
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ITEM 16 – INVESTMENT DISCRETION 

 
If you accept discretionary authority to manage securities accounts on behalf of clients, disclose this 
fact and describe any limitations clients may (or customarily do) place on this authority. Describe the 
procedures you follow before you assume this authority (e.g., execution of a power of attorney).  
 
Kennet and the Affiliated Advisors have discretionary authority to manage securities accounts on behalf 
of the Funds.  Such parties are authorized to make transaction recommendations for the Funds.  As 
explained in Item 4.C above, each Fund’s investment strategy is set forth in detail in such Fund’s 
prospectus and governing documents.  Fund Investors do not have the ability to impose limitations on the 
discretionary authority of Kennet and the Affiliated Advisors.  Fund Investors must execute a subscription 
agreement in which they make various representations, including representations regarding their 
suitability to invest in a high-risk investment pool.   
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ITEM 17 – VOTING CLIENT SECURITIES 

Item 17.A If you have, or will accept, authority to vote client securities, briefly describe 
your voting policies and procedures, including those adopted pursuant to SEC 
rule 206(4)-6. Describe whether (and, if so, how) your clients can direct your 
vote in a particular solicitation. Describe how you address conflicts of interest 
between you and your clients with respect to voting their securities. Describe 
how clients may obtain information from you about how you voted their 
securities. Explain to clients that they may obtain a copy of your proxy voting 
policies and procedures upon request. 
 
Kennet has authority to vote client securities.  Based upon Kennet’s business as a 
private equity fund manager (and general lack of involvement in publicly-traded 
equities), much of Kennet’s proxy voting activities derives from its investments in 
private Portfolio Companies, and the occurrence of corporate governance or other 
consent or voting matters for this type of investment.   
  
Kennet will vote proxies or solicitations in the best interests of the relevant Fund.  
Prior to voting a proxy or solicitation addressed to a Fund, Kennet reviews the 
proxy or solicitation to determine if there are any conflicts of interest.  If a conflict 
is identified, Kennet then makes a determination as to whether the conflict is 
material or not.  If no material conflict is identified pursuant to these procedures, 
the proxy will be voted in accordance with the best interest of the relevant Fund.   
 
If a material conflict is identified, Kennet will determine what course of action is 
in the best interests of the affected Fund (which may include utilizing an 
independent third party to vote such proxies).  Further, Kennet will determine 
whether it is appropriate to disclose the conflict to the relevant Fund Investor 
Committee.  Kennet may ask the Fund Investor Committee for advice regarding 
how to deal with the conflict. 
 
Fund Investors do not have the ability to direct proxy or solicitation votes.  Funds 
and Investors may obtain additional information regarding how Kennet voted 
proxies or solicitations and may obtain a copy of Kennet’s voting policies and 
procedures by contacting Kennet. 
 

Item 17.B If you do not have authority to vote client securities, disclose this fact. Explain 
whether clients will receive their proxies or other solicitations directly from 
their custodian or a transfer agent or from you, and discuss whether (and, if so, 
how) clients can contact you with questions about a particular solicitation.  
 
Please see the response in 17.A above. 
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ITEM 18 – FINANCIAL INFORMATION 

Item 18.A If you require or solicit prepayment of more than $1,200 in fees per client, six 
months or more in advance, include a balance sheet for your most recent fiscal 
year.  

1. The balance sheet must be prepared in accordance with generally 
accepted accounting principles, audited by an independent public 
accountant, and accompanied by a note stating the principles used to 
prepare it, the basis of securities included, and any other 
explanations required for clarity.  

2. Show parenthetically the market or fair value of securities included 
at cost.  

3. Qualifications of the independent public accountant and any 
accompanying independent public accountant’s report must conform 
to Article 2 of SEC Regulation S-X.  

Not applicable. 
 

Item 18.B If you have discretionary authority or custody of client funds or securities, or 
you require or solicit prepayment of more than $1,200 in fees per client, six 
months or more in advance, disclose any financial condition that is reasonably 
likely to impair your ability to meet contractual commitments to clients.  
 
Not applicable. 
 
 

Item 18.C If you have been the subject of a bankruptcy petition at any time during the past 
ten years, disclose this fact, the date the petition was first brought, and the 
current status. 
 
Not applicable. 
 

 
 


