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This Brochure provides information about the qualifications and business practices of 1901 

Partners Management, LP. If you have any questions about the contents of this Brochure, please 

contact Patricia Perez, our Chief Compliance Officer at (212) 292-5836 or by email at 

pperez@1901LP.com. The information in this Brochure has not been approved or verified by the 

United States Securities and Exchange Commission (“SEC”) or by any state securities authority. 

 

Additional information about 1901 Partners also is available on the SEC’s website at 

www.adviserinfo.sec.gov. You can search this site by a unique identifying number, known as a 

CRD number. The CRD number for 1901 Partners is 173444. 

 

Please note that registration as an investment adviser with the SEC does not imply any level of 

skill, training or ability with respect to the provision of investment advisory services. The oral 

and written communications of an investment adviser provide you with information through 

which you determine to hire or retain an investment adviser. 
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Item 2 – Material Changes 
 

Since we are a new SEC registrant, this is our first Brochure.  Therefore, this Item 2 is 
currently not applicable. 

 
In the future, this Item 2 will discuss only specific material changes that are made to the 
Brochure since our last annual update. 
 

 
You may request this Brochure by contacting the Chief Compliance Officer. 
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Item 4 – Advisory Business 
 

A. 1901 Partners Management, LP (the “Registrant”), a Delaware limited partnership, is a 

privately-held investment adviser based in New York, New York, formed in 2014. The 

Registrant serves as an investment adviser to pooled investment vehicles (each a “Client” or 

“Registrant Client”). The Registrant Clients are exempt from registration under the 

Investment Company Act of 1940, as amended (the “Investment Company Act”), pursuant to 

Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act. Interests in the Registrant 

Clients are privately offered generally to qualified investors. 

 

Currently, the Registrant has 8 employees, 4 of whom perform investment advisory 

functions. 

 

The General Partner of the Registrant is 1901 Partners Management GP, LLC. Bryan Begley, 

Robert Hougie, Dan Penrod, and Neil Wallack are the principal owners of the Registrant.  

 

B. The Registrant provides non-discretionary investment advisory services to its Clients. The 

Registrant Clients primarily seek to acquire positions in upstream oil and gas, oilfield 

services and equipment and other energy-related and/or natural resource companies (each a 

“Portfolio Company” and collectively the “Portfolio Companies”).  

 

The Registrant manages the Registrant Clients in accordance with the investment objectives 

and limitations set forth in each Client’s constituent documents, and the investment 

management agreement between the Registrant and each Client. 

  

C. The Registrant utilizes a similar investment strategy for all its Clients; however, some Clients 

may differ slightly in their approach to investing, as further specified in each Client’s 

constituent documents. The Registrant may also tailor the advisory services it provides to the 

Clients to the extent that certain investments cannot be held by certain Clients for legal and 

tax purposes. The Registrant Clients may impose restrictions in investing in certain securities 

or types of securities in their discretion. 

 

D. The Registrant does not participate in wrap fee programs.  

 

E. As of October 22, 2014, the Registrant managed $0 of assets on a discretionary basis and 

approximately $1,648,946,000 of assets on a non-discretionary basis. 

Item 5 – Fees and Compensation 
 

A. The fees charged by the Registrant are described in each investment management agreement 

entered into between the Registrant and the Registrant Clients and are generally dependent 

upon the scope of advisory services rendered. This agreement sets forth the terms and 

conditions of the engagement and describes the scope of services to be provided and the fees 

to be paid in connection with the advisory services to be provided. Fees typically consist of 
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fixed management fees and/or performance-based fees. Fees are non-negotiable but may be 

waived or reduced in the Registrant’s discretion.  

 

As all of the Registrant’s clients are “qualified purchasers”, as defined in Section 2(a)(51)(A) 

of the Investment Company Act of 1940, as amended, the Registrant is not required to 

provide a detailed fee schedule herein. 

 

B. The Registrant bills Clients for management fees incurred on a monthly basis. As a private 

equity firm, the performance-based fees are billed as investments are realized and not on any 

set schedule. 

 

C. In addition to the management and performance-based fees described above, each Registrant 

Client bears its own operating expenses, including, but not limited to, investment-related 

expenses, including costs and expenses incurred in connection with the acquisition or 

disposition of investments; costs and expenses incurred in connection with the carrying or 

management of expenses, including custodial, trustee, record keeping and other 

administration fees; expenses incurred in connection with the production of financial 

statements and reports; fees and disbursements of attorneys, accountants and fund 

administrators; taxes and other governmental charges; insurance-related expenses; expenses 

relating to the offer and sale of interests in the Registrant Clients and other similar expenses 

related to the Registrant Clients.  

 

Registrant Clients may incur brokerage and other transaction costs to the extent that a 

Registrant Client may hold publicly-traded securities. Registrant Clients will incur such 

brokerage costs. See Item 12, Brokerage Practices for a detailed discussion of the 

Registrant’s brokerage practices. 

 

D. Management fees are paid monthly in advance. In the event that an investor redeems within a 

quarter, any fee paid in advance will be returned to the investor. In the unlikely event that the 

Registrant does not provide services for the full period, the management fee is typically 

required to be returned to investors in the applicable Client. In the event that the advisory 

contract is terminated before the end of the billing period, the Client may obtain a refund of a 

pre-paid fee. In general, the amount of fees returned is calculated based on the number of 

days remaining in the applicable period. 

 

Performance-based fees are not paid in advance. 

 

E. Neither the Registrant nor any of the Registrant’s supervised persons accepts compensation 

for the sale of securities or other investment products. 

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

The Registrant may be entitled to receive a performance-based fee, which is based on realized 

gains from investments above a performance threshold, as specified in each Registrant Client’s 

investment management agreement. 
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All performance-based fees are structured subject to Section 205(a)(1) of the Investment 

Advisers Act of 1940 and the rules and regulations thereunder (the “Advisers Act”), including 

the exemption set forth in Rule 205-3 of the Advisers Act permitting performance-based fee 

arrangements with “qualified clients”. Accordingly, the Registrant seeks to ensure that all 

investors satisfy the qualifications of Rule 205-3, and have been advised of the terms of such 

performance-based fees and the associated risks. 

 

Performance-based fees may create an incentive for the Registrant to cause the Registrant Clients 

to make investments which may be riskier or more speculative than those which would be made 

under a different fee arrangement. However, the Registrant is committed to fulfilling its fiduciary 

duty to the clients to act at all times in the best interest of the clients. To this end, the Registrant 

has implemented internal controls to address the potential conflicts associated with performance-

based fees, as more fully described in each Registrant Client’s constituent documents.  

Item 7 – Types of Clients 
 

The Registrant provides investment advice to the Registrant Clients, which are private fund 

investment vehicles that are exempt from registration under the Investment Company Act. These 

Clients are typically limited to individuals and entities that meet the criteria of “accredited 

investors”, “qualified clients” and “qualified purchasers”. The Clients are marketed exclusively 

to institutional investors and high net worth individuals. 

 

Prospective investors should refer to the constituent documents of each respective Client for 

information on minimum investment requirements or other such requirements for opening or 

maintaining an account. 

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

Methods of Analysis 

 

The Registrant’s review and approval process is highly structured. The Registrant carefully 

selects a small number of opportunities from its deal flow for more detailed analysis.  In the 

event an opportunity appears to meet the Registrant’s underwriting criteria the 1901 deal team, 

which is usually comprised of at least two 1901 employees, engages in detailed due diligence, 

sometimes drawing on external technical and other advisors, if needed.  In general, this due 

diligence tends to focus on: (i) the individuals within the management team; (ii) the technical 

specifics of the opportunity; and (iii) the financial and other structural aspects of the investment.  

Assuming the conclusions of the due diligence process are positive, the Registrant seeks to 

negotiate investment terms that meet its goals, particularly with respect to staging of capital 

investment, mitigation of downside risk, general corporate governance, reporting and exit rights.    

Post-investment, the Registrant seeks to maintain an appropriate balance in its relationship with 

portfolio companies, being fully engaged but seeking to avoid interfering in areas that it 

considers to be the prerogative of the management team.  The Registrant becomes very involved 

in the strategy and execution of financing and exit processes. 
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Investment Strategy 

 

The Registrant’s strategy is to back the management teams of early stage upstream oil and gas 

and oilfield services companies.  The Registrant seeks to partner with high quality teams that 

have distinct technical skills, informational advantages, operational capabilities and the ability to 

secure and develop attractive assets.  The Registrant implements its investment strategy utilizing: 

(i) its network of proprietary relationships; (ii) its technical understanding; and (iii) its execution 

capabilities. 

 

The Registrant tends to favor investments with the following characteristics:  potential for very 

large returns in an upside case; asymmetric risk reward profile; multiple paths for a successful 

investment return; potentially large scale; and high quality investment partners.  The Registrant 

generally avoids opportunities that do not comply with the above and, in addition, where the 

failure of one element of the business plan automatically condemns the investment.  In the 

oilfield services and equipment business, the Registrant generally follows the above principles.  

In addition in that industry, the Registrant tends to eschew businesses susceptible to a high 

degree of technology risk, and opportunities that are disproportionately sensitive to the normal 

commodity business cycle of the industry. 

 

Risk of Loss 

 

General Risk of Loss 

 

All investing involves a risk of loss and, accordingly, the investment strategy implemented by 

the Registrant may not be profitable and could lose money over short or even long periods.  No 

guarantee or representation is made that any of the Clients will achieve its investment objectives 

or that investors in the Client will receive a return of their capital. 

 

The descriptions contained below are a brief overview of the material risks related to the 

Registrant’s investment strategy; however, it is not intended to serve as an exhaustive list or a 

comprehensive description of all risks and conflicts that may arise in connection with the 

management of, or an investment in, the Clients. 

 

Newly Formed Entity; Prior Performance Information 

 

The Registrant is a newly organized entity that has no prior operating history or track record.  

The performance of any other investment entities associated with the Registrant should not 

provide any assurances regarding the performance of the Clients.  As with all performance data, 

past performance can provide no assurance of future results. 

 

No Assurance of Investment Return 

 

To the extent that the investment strategy of the Registrant relies upon the recovery, stabilization 

or improvement of market and economic conditions, and such events do not occur for an 

extended period of time, there can be no assurance that the Clients will be able to generate 

returns for their investors or that the returns will be commensurate with the risks of making an 
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investment in the Clients.  There may be little or no near-term cash flow available to the 

investors of the Clients, and there can be no assurance that any such investors will receive any 

distribution from the Clients. 

 

Lack of Liquidity of Investments 

 

Certain investments of the Clients are likely to be illiquid.  Generally, the return of capital or 

realization of gains will require a disposition of some or all of the Clients’ investments.  The 

Clients’ ability to dispose of its investments may be limited for several reasons, including the 

absence of an established market for the Clients’ investments and legal, contractual or other 

restrictions on resale.  Dispositions of the Clients’ investments may be subject to contractual and 

other limitations on transfer or other restrictions that would interfere with subsequent sales of 

such investments or adversely affect the terms that could be obtained upon any disposition 

thereof.  Investments in publicly traded instruments or securities of an issuer may also be subject 

to legal or contractual restrictions on resale, including the possibility that the Registrant will be 

in possession of material non-public information about such issuer.  In addition, the ability to 

exit an investment through the public markets will depend upon favorable market conditions, 

including receptiveness to the instruments or securities of a Portfolio Company and an active 

mergers and acquisitions (or recapitalizations and reorganizations) market.  Public offering, 

merger and acquisition and recapitalization and reorganization opportunities may be limited or 

non-existent for extended periods of time, whether due to economic, regulatory or other factors.  

In view of these limitations on liquidity, which are illustrative only and not exhaustive, the 

Clients will generally not be able to realize an investment in a Portfolio Company if such 

Portfolio Company remains a privately-held entity until the sale of such entity.  In some 

instances, the sale of Investments held by the Clients may require lengthy negotiations.  There 

can be no assurance that the Clients will be able to dispose of its investments at the price and at 

the time it wishes to do so.  Furthermore, such illiquidity with respect to an investment in a 

Portfolio Company may continue even if a Portfolio Company obtains a listing on a securities 

exchange.   

 

General Economic Conditions and Recent Events 

 

Various sectors of the global financial markets have been experiencing an extended period of 

adverse conditions.  Market uncertainty has increased dramatically, particularly in the United 

States and Europe, and adverse market conditions have expanded to other markets.  These 

conditions have resulted in disruption of the global credit markets, periods of reduced liquidity, 

greater volatility, general widening of credit spreads, an acute contraction in the availability of 

credit and a lack of price transparency.  These volatile and often difficult global credit market 

conditions have episodically adversely affected the market values of equity, fixed-income and 

other securities and this volatility may continue and conditions could even deteriorate further.  

Some of the largest banks and companies across many sectors of the economy in the United 

States and Europe have declared bankruptcy, entered into insolvency, administration or similar 

proceedings, been nationalized by government authorities, and/or agreed to merge or be acquired 

by other banks or companies that had been considered their peers.  The long-term impact of these 

events is uncertain, but could continue to have a material effect on general economic conditions, 

consumer and business confidence and market liquidity. 
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Investments made by the Clients are sensitive to the performance of the overall economy.  

General fluctuations in the market prices of securities and interest rates may adversely affect the 

value of the Clients’ investments.  There can be no assurances that conditions in the global 

financial markets will not worsen.  A negative impact on economic fundamentals and consumer 

and business confidence would likely increase market volatility and reduce liquidity, both of 

which could adversely affect the access to capital, ability to utilize leverage or overall 

performance of the Clients or their Portfolio Companies and these or similar events may affect 

the Registrant’s ability to execute its investment strategy. 

 

Business and Market Risks 

 

The investments made by the Clients may involve a high degree of business and financial risk 

that can result in substantial losses.  In particular, these risks could arise from changes in the 

financial condition or prospects of a Portfolio Company of the Clients, changes in competitive 

environment, changes in national or international economic and market conditions, and changes 

in laws, regulations, trade barriers, commodity prices and controls, fiscal policies, or political 

conditions of countries in which a Portfolio Company operates, including the risks of war and the 

effects of terrorist attacks and security operations.  Difficult market conditions may adversely 

affect each of the Clients by reducing the value or performance of its or their investments or by 

reducing its ability to deploy capital, each of which could negatively impact their returns to the 

investors of such Clients.  A Portfolio Company of the Clients may operate at a loss or have 

significant variations in operating results, may require substantial additional capital to support its 

operations or to maintain its competitive positions, or may otherwise have a weak financial 

condition or experience financial distress. 

 

Investments in the Energy and Natural Resources Industries Generally 

 

The Clients, and the Portfolio Companies in which the Clients invest, may make investments in 

the energy and natural resources industries, including, but not limited to, companies involved in, 

or supporting, (i) the production and distribution of energy and the related infrastructure 

companies involved in, or supporting, the production and distribution of energy and the related 

infrastructure and (ii) exploration for, or the extraction, development, growth, production, 

storage, transport or distribution of, natural resources and the related infrastructure.  

 

These types of investments are subject to a variety of risks, not all of which can be foreseen or 

quantified. For instance, these companies are substantially dependent upon prevailing prices of 

certain natural resources, including oil and natural gas, which are subject to wide fluctuation in 

response to relatively minor changes in supply and demand, market uncertainty and a variety of 

additional factors that are beyond the control of the Registrant, the Clients or their affiliates.  

These factors include the level of and changes in global consumer product demand, international 

political and economic developments, political conditions in the Middle East and other oil and 

natural gas producing regions, actions of the Organization of Petroleum Exporting Countries, the 

supply of natural resources including global production of similar and competitive crops, the 

price of foreign imports and overall economic conditions, bankruptcy of key customers or 

suppliers, the refining capacity of oil purchasers, weather conditions, breakdowns in the 
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equipment or facilities for the extraction, development, growth, production, storage, transport or 

distribution of energy or natural resource products, acts of terrorism and other catastrophes 

(including, but not limited to, earthquakes, hurricanes, tornados and floods), domestic and non-

U.S. governmental programs and regulations and changes thereto that are detrimental to the 

industries including with respect to the production, transportation and/or sale of commodities, 

changes in standards of living, the price and availability of alternative fuels, interest rates, special 

risks of constructing and operating facilities, risks involving the efficiency and effectiveness of 

the technologies employed, environmental liability risks, tort liability in excess of insurance 

coverage or the inability to obtain desirable amounts of insurance at economically attractive 

rates, lack of control over pricing, and merger and acquisition activity. Such fluctuations may, 

among other things, increase compliance costs and other costs of doing business. The Clients 

may be affected to a greater extent by any of these developments than would be the case with a 

more diversified portfolio of investments. 

 

Exploration and Development Businesses 
 

The Clients, and Portfolio Companies in which the Clients invest, may invest in businesses that 

engage in natural resources exploration and development.  Oil and gas drilling may involve 

unprofitable efforts, not only from dry holes, but from wells that are productive but do not 

produce sufficient net revenues to return a profit after drilling, operating and other costs.  In 

addition, a Portfolio Company’s exploration and development efforts may be slowed and 

additional costs may be incurred due to the unavailability of necessary equipment, such as 

drilling rigs or be slowed down due to federal and state laws, regulations and stipulations.   

Acquiring, developing and exploring for natural resources involve many risks. These risks 

include encountering unexpected formations or pressures, premature declines of reservoirs or 

mines, blow-outs, equipment failures and other accidents, cratering, sour gas releases, 

uncontrollable flows of oil, natural gas or well fluids, adverse weather conditions, pollution, 

fires, spills and other environmental risks. Operations could result in liability for personal 

injuries, property damage, oil spills, discharge of hazardous materials, remediation and clean-up 

costs and other environmental damages, and in substantial fines and penalties from government 

regulators and such costs may not be fully covered by insurance. Federal, state and local 

legislative and regulatory initiatives relating to hydraulic fracturing as well as governmental 

reviews of such activities could result in increased costs and additional operating restrictions or 

delays in the completion of oil, natural gas and natural gas liquid wells and adversely affect our 

Portfolio Companies. In addition, in making such investments, the Clients must rely on estimates 

of natural resources reserves. The process of estimating oil and gas reserves is complex, 

requiring significant decisions and assumptions in the evaluation of available geological, 

geophysical, engineering and economic data for each reservoir. As a result, such estimates are 

inherently imprecise. Any significant variance in the assumptions could materially affect the 

estimated quantity and value of the reserves. 

 

Development Phase Project Risks 

 

Investments of the Clients may take the form of funding development phase projects, 

including feasibility and technical studies, preliminary engineering and permitting costs, legal 

costs and  bid preparation and submission costs.  Development phase projects often require 
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substantial initial capital investment with limited cash flow until construction is complete.  

Funding of development costs is therefore subject to a substantial risk of loss, and there can 

be no assurance that any entity to which a Client has advanced development funding will be 

awarded the relevant transaction or that it can close and finance the transaction sufficiently to 

provide a return on or recovery of amounts invested by such Client therein.  Additional 

development phase project risks include  failure to obtain (or substantial delays in obtaining): 

(i) regulatory, environmental or other approvals or permits; (ii) financing; and (iii) suitable 

equipment, fuel supplies or operating contracts.  

 

Development phase projects may involve significant construction risks including the risk of 

substantial delay or increase in cost due to a number of unforeseen factors (including political 

opposition, regulatory and permitting delays, delays in procuring sites, strikes, disputes, 

environmental issues, force majeure or failure by one or more participants to perform in a 

timely manner their contractual, financial or other undertakings). A material delay or increase 

in cost not absorbed by the contractor/supplier, surety or other participants (by means of 

liquidated damages payable by the contractor or another participant, insurance proceeds or 

otherwise) could significantly impair the financial viability of a development phase project. 

 

In addition, development phase projects may require extensive hiring and/or opening new 

office locations.  The Clients or their P ortfolio C ompanies may not be able to effectively 

staff new developments or may incur greater expense in doing so than planned.  The 

inability to hire sufficient qualified operational and administrative staff for a new project could 

cause delays or increase the operational risks at the facility. 

 

Weather Variations, Catastrophic Events and Force Majeure 

 

Natural resource industry investments may be affected by variations in general weather 

conditions.  If actual weather deviates significantly from projected weather, the Clients’ 

investments may be adversely affected. The Clients may also be affected by severe weather.  

While the Clients will consider possible variations in normal weather patterns and the 

potential impact on its investments, there can be no assurance that such planning can 

adequately protect against the actual impact of these variations. 

 

With respect to catastrophic events and other forces majeure (e.g., fires, earthquakes, 

adverse weather conditions, changes in law, eminent domain, war, riots, terrorist attacks and 

other similar risks), such events could result in the partial or total loss of an investment or 

cause significant downtime resulting in lost revenues, among other potential detrimental 

effects.  Moreover, while the Clients will seek investments where insurance and other risk 

management products are available on commercially reasonable terms, this may not always be 

practical or feasible.  Certain losses of a catastrophic nature, such as those caused by war, 

earthquakes and terrorist attacks, may be either uninsurable or insurable at such high rates so 

as to affect the profitability of the Clients’ investments. 

 

Environmental and Wildlife Matters 
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Environmental and wildlife laws, regulations and regulatory initiatives play a significant role in 

the natural resources industry and can have a substantial impact on investments in such industry.  

For example, global initiatives to minimize pollution have played a major role in the increase in 

demand for natural gas and alternative energy sources, creating numerous new investment 

opportunities. Conversely, required expenditures for environmental compliance have adversely 

impacted investment returns in a number of segments of the industry. Moreover, there has been a 

trend in recent years toward stricter standards in environmental, health and safety legislation and 

regulations, which could impact the performance of the investments of the Clients.  These laws 

and regulations may: (i) restrict the types, quantities and concentration of various substances that 

can be released into the environment; (ii) require reporting of the storage, use or release of 

certain chemicals and hazardous substances; (iii) require removal or cleanup of contamination 

under certain circumstances, which may require the expenditure of material amounts over a 

significant period of time; (iv) impose substantial civil liabilities or criminal penalties; and (v) 

cause additional restrictions and delays that could materially and adversely affect the Portfolio 

Companies and the prospects of the Clients. The natural resources industry will continue to face 

considerable oversight from environmental regulatory authorities, in the United States and 

internationally and accordingly, the Clients’ investments are subject to changing and increasingly 

stringent environmental, wildlife, health and safety laws, as well as regulations and permit 

requirements. Federal, state and local laws, regulations and wildlife stipulations in the United 

States and abroad relating to threatened and endangered species in areas where the Portfolio 

Companies operate could result in increased costs and additional operating restrictions or delays 

in their completion of oil, natural gas and natural gas liquids as well as adversely affect their 

production.   

 

There can be no assurance that all costs and risks regarding compliance with environmental laws 

and regulations can be identified. New and more stringent environmental and health and safety 

laws, regulations and permit requirements or stricter interpretations of current laws or regulations 

could impose substantial additional costs on the Portfolio Companies or Clients’ other potential 

investments.  Compliance with such current or future environmental requirements does not 

ensure that the operations of Portfolio Companies will not cause injury to the environment or to 

people under all circumstances or that Portfolio Companies will not be required to incur 

additional unforeseen environmental expenditures. Moreover, failure to comply with any such 

requirements could have a material adverse effect on a Portfolio Company, and there can be no 

assurance that Portfolio Companies will at all times comply with all applicable environmental 

laws, regulations and permit requirements. Past practices or future operations of Portfolio 

Companies could also result in material personal injury or property damage claims.  

 

Uncertainty of Financial Projections 

 

A Client may use financial projections to help analyze a potential investment or future capital 

raises and financing for Portfolio Companies or other transactions. Projected operating results 

will often be based on management judgments. In all cases, projections are only estimates of 

future results that are based upon assumptions made at the time that the projections are 

developed. There can be no assurance that the projected results will be obtained, and actual 

results may vary significantly from the projections. General economic conditions, which are not 

predictable, can have a material adverse effect on the reliability of such financial projections. 
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Additional Capital 

 

A Portfolio Company may require additional financing to satisfy its working capital 

requirements, capital expenditure and acquisition strategies.  The amount of additional financing 

needed will depend upon the maturity and objectives of such Portfolio Company.  The 

availability of capital is generally a function of capital market conditions that are beyond the 

control of the Clients and their Portfolio Companies.  There can also be no assurance that a 

Portfolio Company will be able to predict accurately the future capital requirements necessary 

for success or that additional funds will be available from any source.  For instance, a Client may 

be called upon to provide follow-on funding for its investments or have the opportunity to 

increase its investment in a particular Portfolio Company. There can be no assurance that such 

Client will make such follow-on investment or that it will have sufficient funds or the ability to 

do so.  Any decision by a Client not to make a follow-on investment or its inability to make such 

an investment may have a substantial negative impact on a Portfolio Company in need of such an 

investment or may diminish such Clients’ and the Registrant’s ability to influence such Portfolio 

Company’s future development. 

 

Financing Arrangements 

 

To the extent that a Client enters into financing arrangements, such arrangements may contain 

provisions that expose it to particular risk of loss.  For example, any cross-default provisions 

could magnify the effect of an individual default.  If a cross-default provision were exercised, 

this could result in a substantial loss for such Clients.  Also, a Client may, in the future, enter into 

financing arrangements that contain financial covenants that could require it to maintain certain 

financial ratios.  If such Client were to breach the financial covenants contained in any such 

financing arrangement, it might be required to repay such debt immediately in whole or in part, 

together with any attendant costs, and such Clients might be forced to sell some of its assets to 

fund such costs.  A Client might also be required to reduce or suspend distributions.  Such 

financial covenants would also limit the ability of the Registrant to adopt the financial structure 

(e.g., by reducing levels of borrowing) which it would have adopted in the absence of such 

covenants.  In addition, in certain circumstances, the capital commitments of a Clients’ investors 

may be pledged to secure financing arrangements for such Client.   

 

Use and Availability of Leverage; Recent Changes in Credit Markets 

 

Clients may leverage their investments with debt financing at the portfolio company level or the 

fund level.  Utilization of such leverage will result in fees, expenses and interest costs.  Although 

the use of leverage may enhance returns and increase the number of investments that can be 

made by a Client, it may also substantially increase the risk of loss.  Furthermore, although the 

Registrant will seek to use leverage in a manner it believes to be appropriate under the 

circumstances, the leveraged capital structure of a Portfolio Company will increase the exposure 

of such Portfolio Company to adverse economic factors (such as rising interest rates, downturns 

in the economy or a deterioration in the condition of a Portfolio Company or its industry), each 

of which may impair such Portfolio Company’s ability to finance its future operations and capital 

needs and may result in the imposition of restrictive financial and operating covenants. If any 
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such factors cause or contribute to a Portfolio Company’s inability to generate sufficient cash 

flow to meet principal and/or interest payments on its indebtedness or similar payments or 

obligations, such Portfolio Company’s flexibility to respond to changing business and economic 

conditions may be constrained materially and the value of a Clients’ investments could be 

significantly impacted.   

 

In addition, the continuing uncertainty in the global financial system could lead to an overall 

weakening of the U.S. and global economies, which could adversely affect the financial 

resources of Client and/or a Portfolio Company.  During economic downturns, there have been 

periods of volatility, uncertainty and a deterioration of the global credit markets (including the 

U.S. credit markets) which reduced investor demand and liquidity for investment grade, high 

yield and senior bank debt and caused some investment banks and other lenders to be unwilling 

(or significantly less willing) to finance new investments or to offer committed financing for 

investments on terms less favorable than terms offered in the past, making it significantly more 

difficult for sponsors to obtain favorable financing.  There remain elevated levels of uncertainty 

in the global financial markets today and there can be no certainty that recurring periods of 

limited financing availability (or an increase in the interest cost) for leveraged transactions could 

persist or return, and should such conditions arise, they could impair, potentially materially, a 

Clients’ or a Portfolio Company’s ability to consummate transactions or could cause a Client or a 

Portfolio Company to enter into certain leveraged transactions on less attractive terms.  As such, 

there can be no guarantee that debt facilities will be available at commercially attractive rates 

throughout the term of a Client or when due for refinancing.  If a Portfolio Company is unable to 

obtain favorable financing terms for its investments, refinance its indebtedness or maintain a 

desired or optimal amount of financial leverage, a Client may hold a larger than expected equity 

investment in such Portfolio Company and may realize lower than expected returns from such 

Portfolio Company that would adversely affect such Client’s ability to generate attractive 

investment returns for its investors.  Any failure by lenders to provide previously committed 

financing could also expose a Client to potential claims by sellers of investments, if any, which 

such Client may have been contracted to purchase. 

 

Debt Investments in a Portfolio Company 

 

A Client may, in certain circumstances, make investments in debt instruments or convertible debt 

securities issued by a Portfolio Company, in connection with investments in equity or equity-

related securities or may make debt investments that have an expected return comparable to 

equity or equity-related securities.  Such debt may be unsecured and structurally or contractually 

subordinated to substantial amounts of senior indebtedness, all or a significant portion of which 

may be secured.  Moreover, such debt investments may not be protected by financial covenants 

or limitations upon additional indebtedness and there is no minimum credit rating for such debt 

investments.  Other factors may materially and adversely affect the market price and yield of 

such debt investments, including, investor demand, changes in the financial condition of the 

applicable issuer, government fiscal policy and domestic or worldwide economic conditions. 

 

Non-Controlling and Control Person Liability 

 

The Clients may hold non-controlling interests in a Portfolio Company and, therefore, may have 
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a limited ability to protect its positions in such Portfolio Company.  Conversely, subject to the 

underlying documentation of a Portfolio Company, in certain circumstances, the Clients may 

hold a controlling interest in a Portfolio Company or have the ability to exercise control over 

such Portfolio Company.  The exercise of control over a Portfolio Company may impose 

additional risks of liability for environmental damage, product defects, pension and other fringe 

benefits, failure to supervise management, violation of laws and governmental regulations 

(including securities laws) and other types of liability for which the limited liability characteristic 

of business ownership may be ignored.  If these liabilities were to arise, the Clients having such 

controlling interests might suffer a significant loss.  The exercise of control over a Portfolio 

Company could expose the assets of the Client having such controlling interests to claims by 

such Portfolio Company, its security holders and its creditors.  The possibility of successful 

claims cannot be precluded. 

 

Contingent Liabilities on Disposition of Investments 

 

In connection with the disposition of an investment, a Client may be required to make 

representations about the business and financial affairs of a Portfolio Company typical of those 

made in connection with the sale of a business, or be responsible for the contents of disclosure 

documents.  A Client disposing of such investment may also be required to indemnify the 

purchasers of such investment or underwriters to the extent that any such representations or 

disclosure documents are inaccurate or with respect to certain potential liabilities or other 

obligations.  These arrangements may result in the incurrence of accrued expenses, liabilities or 

contingencies for which reserves or escrow accounts may be established.   

 

Financial Fraud 
 

Instances of fraud and other deceptive practices or devices employed by management or prior 

owners of a Portfolio Company may undermine the Registrant’s due diligence efforts with 

respect to such Portfolio Company and, if such fraud is discovered, negatively affect the 

valuation of a Client’s investments.  In addition, when discovered, financial fraud may contribute 

to overall market volatility that could negatively impact a Client’s investments.  In the event of 

fraud by a Portfolio Company, the Client invested in such Portfolio Company may suffer a 

partial or total loss of its capital investment in such Portfolio Company. 

 

Litigation 

 

The nature of the business of the Portfolio Companies exposes the Portfolio Companies and each 

of their respective affiliates generally to the risk of third-party litigation.  Furthermore, the 

adoption of new or enhancement of existing laws and regulations may increase the risk of 

litigation.  Any such litigation would likely have a negative financial impact on one or more 

Clients.   

 

Reliance on Corporate Management and Financial Reporting 

 

The strategy to be implemented by a Client will rely on the financial information made available 

by each Portfolio Company.  The Registrant may be limited in its ability to independently verify 



   16 | P a g e  
 

the financial information disseminated by any such Portfolio Company and is, therefore, 

dependent upon the integrity of both the management of such Portfolio Company and its 

financial reporting process in general.   

 

Non-United States Investments 

 

The Clients may invest in companies domiciled outside of the United States. Non-U.S. securities 

involve certain risks not typically associated with investing in U.S. securities, including risks 

relating to: (i) currency exchange matters, including fluctuations in the rate of exchange between 

the U.S. dollar and the various non-U.S. currencies in which the Clients’ non-U.S. investments 

are denominated, and costs associated with the conversion of investment principal and income 

from one currency into another; (ii) differences between U.S. and non-U.S. securities markets, 

including potential price volatility in, and relative illiquidity of, some foreign securities markets; 

(iii) the absence of uniform accounting, auditing and financial reporting standards, practices and 

disclosure requirements and less government supervision and regulation in some countries; (iv) 

certain economic, social and political risks, including potential exchange control regulations and 

restrictions on foreign investment and repatriation of capital, the risks of political, economic, or 

social instability and the possibility of confiscatory taxation or expropriation; (v) the possible 

imposition of non-U.S. taxes on income and gains recognized with respect to such securities and 

(vi) less developed corporate laws regarding, among other things, fiduciary duties and the 

protection of investors. The Registrant will analyze risks in applicable countries before making 

such investments, but no assurance can be given that a political or economic climate, or that 

particular legal or regulatory risks might not adversely affect an investment by the Clients. 

 

Suitability of Investments  

 

Investors in the Clients are sophisticated investors and have the financial ability to understand 

and willingness to accept the extent of its exposure to the risks and lack of liquidity inherent in 

an investment in the Clients.  Investments in the Clients are long-term commitments and there 

are no assurances that the Clients’ investment objectives will be achieved or that there will be 

any return of capital. 

Item 9 – Disciplinary Information 
 

We are required to disclose all material facts regarding any legal or disciplinary events that 

would be material to your evaluation of the Registrant or the integrity of our management. 

Neither the Registrant nor any of its management persons has been the subject of any such legal 

or disciplinary events.  

Item 10 – Other Financial Industry Activities and Affiliations 
 

A. Neither the Registrant nor any management person is registered, or has an application 

pending to register, as a broker-dealer or a registered representative of a broker-dealer. 
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B. Neither the Registrant nor any of its 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. 

 

C. Neither the Registrant nor any of its management persons has any relationship or 

arrangement that is material to the Registrant’s advisory business or its Clients with the 

related persons described in the instructions to this Item. 

 

D. The Registrant does not recommend or select other investment advisers for its Clients. 

Item 11 – Code of Ethics, Participation or Interests in Client Transactions 
& Personal Trading 
 

A. The Registrant has adopted a written Code of Ethics (the “Code”), which is designed to 

promote high ethical standards and reflect the Registrant’s fiduciary duty to its Clients. The 

Code establishes the standard of business conduct that all employees must follow and is 

designed to prevent prohibited acts and mitigate potential conflicts of interest between the 

Registrant, its employees and its Clients. The Registrant’s employees are also required to 

comply with applicable provisions of the federal securities laws and make prompt reports to 

the Registrant or other appropriate party of any actual or suspected violations of such laws by 

the Registrant or its employees. In addition, the Code sets forth formal policies and 

procedures with respect to the personal securities trading activity of the Registrant’s 

employees. The Registrant provides training at least annually to all employees with regards 

to its Code. 

 

The Code also contains policies and procedures that ensure that all personal securities trading 

by employees is conducted in such a manner so as to avoid actual or potential conflicts of 

interest or any abuse of an individual’s position of trust and responsibility. The Registrant 

restricts personal trading on most securities without the consent of the Registrant’s chief 

compliance officer, prohibits purchasing securities in an IPO, requires pre-clearance before 

purchasing securities in a limited offering (i.e., a private placement), and requires periodic 

reporting of employees’ personal securities transactions and all holdings. The Registrant 

closely monitors the personal trading of employees, and prohibits excessive personal trading. 

All employees are required to annually certify that he or she has read, understands and agrees 

to abide by the Code, including the insider trading policies and procedures set forth therein. 

 

The Code also addresses outside activities of employees, conflicts of interest, policies and 

procedures concerning the prevention of insider trading, restrictions on the acceptance or 

offer of significant gifts and the pre-clearance and reporting of political contributions. The 

Registrant will provide a complete copy of its Code to any Client, investor or prospective 

investor upon request. 

 

B. Although unlikely, from time to time and consistent with a Registrant Client’s investment 

objectives and subject to satisfaction of the policies and procedures set forth in the Code, the 

Client’s governing documents and applicable law, the Registrant may recommend that a 
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Client acquire or sell an investment with which a Registrant employee has a pre-existing 

direct or indirect material financial interest. A potential conflict of interest could arise in that 

the interested Registrant employee could benefit from such a purchase or sale of the 

applicable investment by a Client. However, the Code is designed to identify and manage 

conflicts of interest to the extent that they arise in connection with such transactions, and to 

ensure that the Registrant fulfills its role as a fiduciary to the Clients. In particular, the Code 

requires that the Registrant and its employees act in the best interest of the Clients, in good 

faith and in an ethical manner. 

 

The Registrant does not anticipate entering into principal transactions, where the Registrant 

or any of its related persons purchase or sell any security for its own account from or to the 

account of any Client. The Registrant does not anticipate entering into cross transactions, 

where one Client purchases or sells any security for its own account from or to the account of 

another Client. The Registrant is not affiliated with a registered broker-dealer and as such 

cannot engage in agency cross transactions. 

 

C.  Neither the Registrant nor any of its related persons invests in the same securities that are 

recommended to the Registrant’s Clients. 

 

(See Item 11 B) In the unlikely event that the Registrant or a related person recommends 

securities to a Registrant Client, or buys and sells securities on behalf of a Client, at or about 

the same time that the Registrant or a related person buys or sells the same securities for its 

or their own account, the CCO will make a determination on a case by case basis to remedy 

such a situation.  

Item 12 – Brokerage Practices 
 
A. The Registrant does not make regular use of brokers for the purposes of purchasing or selling 

securities on behalf of the Registrant Clients because the securities that it typically purchases 

or sells on behalf of the Registrant Clients are acquired and/or disposed of in privately 

negotiated purchase and sale transactions. 

 

From time to time, the Registrant Client may use a broker to effect transactions in public 

securities resulting from, or in connection with, portfolio investments. In those instances, the 

Registrant would generally follow the recommendation of the Client.  

Item 13 – Review of Accounts 
 

A. The Registrant Clients’ Portfolio Companies are monitored and reviewed by the Registrant’s 

managing directors. The Registrant’s managing directors will be primarily responsible for 

portfolio and risk management. Portfolio Companies are reviewed in the context of each 

Registrant Client’s stated investment objectives and guidelines.  

 

B. More frequent reviews may be triggered by material changes in key variables that may affect 

the performance of the Portfolio Companies, including, without limitation, changes in the 
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financial markets, activity and trends in the political or economic environment, as well as the 

specific circumstances affecting each Registrant Client.   

 

C. The Registrant reports to its Clients regarding updates on the performance and status of the 

Portfolio Companies and to discuss economic developments, industry outlook and other 

issues that might impact them during meetings conducted on a monthly basis. The Registrant 

expects to provide a written report to its Clients on an annual basis.  

Item 14 – Client Referrals and Other Compensation 
 

A. No one other than the Registrant Clients provides an economic benefit to the Registrant for 

providing investment advice or other advisory services to the Registrant Clients. 

 

B. Neither  the Registrant nor any related persons directly or indirectly compensates any person 

who is not a supervised person for Registrant Client referrals. However, the Registrant may 

use an unaffiliated third-party placement agent for investor referrals.  

Item 15 – Custody 
 

The Registrant does not have custody or any form of custodial arrangement with respect to the 

Registrant Client’s funds or securities.  

Item 16 – Investment Discretion 
 

The Registrant does not have discretionary authority to manage assets and securities on behalf of 

its Registrant Clients.  

Item 17 – Voting Client Securities 
 

A. The Registrant’s investment strategy does not generally involve the acquisition of publicly 

traded securities, and as such, it is unlikely that any Registrant Clients will be placed in a 

position of proxy voting authority. If any Registrant Clients do come into possession of 

securities with proxy voting rights, the Registrant may have the authority to vote proxies and 

will do so in the best interest of its Clients. To the extent the Registrant receives proxy voting 

authority, the Registrant believes that company management is generally best suited to make 

the decisions that are essential to the ongoing operation of the company. Therefore, the 

Registrant will generally vote proxies in line with company management. However, under 

circumstances where the Registrant believes that company management’s proposal will not 

maximize value for the Registrant Clients, the Registrant will vote against company 

management. 

 

Occasions may arise in which the Registrant is required to vote a proxy while having a 

conflict of interest with a Client. To protect the Registrant Clients against a breach of the 
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Registrant’s duties to them, on any occasion when a proxy vote presents a conflict of interest, 

the Registrant will consult on the matter and conduct a conflict analysis accordingly. 

 

With respect to instances where the Registrant has voted proxies on behalf of the Registrant 

Clients, the Clients may obtain information about how proxies were voted or a copy of the 

Registrant’s proxy voting policies by contacting Patricia Perez at pperez@1901LP.com. 

 

B. Not applicable.  

Item 18 – Financial Information 
 

A. The Registrant does not require or solicit prepayment of more than $1,200 in fees per 

Registrant Client, six months or more in advance, and therefore has not included a balance 

sheet. 

 

B. The Registrant does not believe that there are any conditions that are reasonably likely to 

impair its ability to meet contractual commitments to Registrant Clients. 

 

C. The Registrant has never been the subject of a bankruptcy petition.  

Item 19 – Requirements for State-Registered Advisers 
 

Not applicable.  

 


