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This brochure provides information about the qualifications and business practices 

of RA Capital Management, LLC (“RA Capital” or the “Adviser”).  If you have any 

questions about the contents of this brochure, please contact us at 617-778-2500.  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.  

 

Additional information about RA Capital is available at www.adviserinfo.sec.gov.  

 

RA Capital is registered as an investment adviser with the Securities and Exchange 

Commission (“SEC”) under the U.S. Investment Advisers Act of 1940, as amended 

(the “Advisers Act”).  SEC registration does not imply a certain level of skill or 

training.
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ITEM 2 – MATERIAL CHANGES 

RA Capital made material and other changes to its Brochure as part of its annual amendment dated 

as of March 29, 2019: 

 

• Item 5 was revised to provide additional information about the treatment of compensation 

received by officers and employees of RA Capital who serve as directors of a portfolio 

company. 

 

• Item 11 was revised to provide additional information about our dealings with an individual 

who is a member of RA Capital and a Fund Investor (defined in Item 4) in his capacity as 

a co-founder and general partner of another investment adviser firm that also invests in 

private healthcare and life sciences companies, and which may, from time to time, invest 

in the same private company issuers as RA Capital’s Advisory Clients (defined in Item 4). 

 

RA Capital made material and other changes to its Brochure in an amendment (other than an annual 

amendment) filed as of July 12, 2019: 

 

• Several items were revised to reflect the launch of the Nexus Funds (defined in Item 4), 

including changes to RA Capital’s investment opportunity allocation policy (Item 8). 

 

• Portfolio Manager Rajeev Shah has been added as named key person (Item 8). 

 

• Immaterial editorial changes were made throughout this Brochure. 

 

This is a summary.  Revised items should be read in their entirety.    

 

RA Capital last filed its annual update of its Brochure on March 29, 2019. 
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ITEM 4 – ADVISORY BUSINESS 

RA Capital provides discretionary investment advisory services to RA Capital Healthcare Fund, L.P. (the 

“Healthcare Fund”, or, as the context requires, the “Healthcare Master Fund”), RA Capital Healthcare 

International Fund, Ltd. (the “Healthcare Offshore Fund”), RA Capital Nexus Fund, L.P. (“Nexus Fund” 

or, as the context requires, the “Nexus Master Fund”), RA Capital Nexus International Fund, L.P. (“Nexus 

Offshore Fund”), and a separately managed account (the “Account”).  RA Capital was organized under the 

laws of the Commonwealth of Massachusetts in 2004.  These terms have the following meanings, as used 

in this Brochure:  The “Healthcare Funds” means Healthcare Fund and Healthcare Offshore Fund.  The 

“Nexus Funds” means Nexus Fund and Nexus Offshore Fund.  The “Master Funds” means Healthcare Fund 

and Nexus Fund.  The “Offshore Funds” means Healthcare Offshore Fund and Nexus Offshore Fund.  The 

“Funds” means both the Healthcare Funds and the Nexus Funds.  The “Advisory Clients” means the Funds 

and the Account. 

 

The Funds are open only to certain financially sophisticated and high net-worth individuals and entities, as 

more fully discussed in Item 7, and are organized in a master-feeder structure, with each of Healthcare 

Offshore Fund and Nexus Offshore Fund investing substantially all of its capital in Healthcare Master Fund 

and Nexus Master Fund, respectively.   

 

RA Capital is principally owned by Peter Kolchinsky, Ph.D., and Rajeev Shah (the “Portfolio Managers”). 

 

RA Capital focuses its investment advisory services on securities relating to the healthcare and life sciences 

industries.  The terms and investment objectives and strategies applicable to the Funds are set forth in their 

respective confidential private placement memoranda, or similar documents, provided to investors prior to 

the time of their investment.  RA Capital has broad and flexible investment authority with respect to the 

Funds.  The Healthcare Funds are hedge funds making long, short, and private investments in the securities 

of companies primarily in the healthcare and life sciences industries and the Nexus Funds are venture funds 

making primarily private investments in healthcare and life sciences companies. 

 

RA Capital provides discretionary investment advisory services to the Account.  The Account has 

substantially the same investment objectives and strategy as the Healthcare Funds.  The Account may 

impose restrictions on investing in certain securities, which may drive differences between the portfolio 

holdings and performance of the Account versus the Healthcare Funds.   

 

RA Capital tailors its advice to the objectives of its Advisory Clients.  RA Capital does not tailor its advice 

to the objectives of underlying investors in the Funds (“Fund Investors”).  The Healthcare Fund Investors 

are required to participate in private, side-pocket investments in the Funds and must select a percentage 

(not to be less than 20% and not to exceed 80%) of their investment that is eligible for participation in such 

private, side-pocket investments.  RA Capital owners and certain other personnel, as individual Fund 

Investors, as Nexus Fund Investors, or through RA Capital, also participate in such private, side-pocketed 

investments.   

 

RA Capital has established, and may in the future establish, separately managed accounts for particular 

investors.  These accounts are subject to investment objectives, guidelines, restrictions, fee arrangements, 

and other terms that are individually negotiated, and generally involve significant minimum initial 

investments. 

 

RA Capital and its personnel are permitted to engage in business activities in addition to the investment 

advisory activities described in this Item 4. The principals of RA Capital are not required to devote a 

particular amount of time to RA Capital’s advisory activities. 
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RA Capital’s affiliate, RA Capital Nexus Fund GP, LLC, serves as general partner of the Nexus Funds.  RA 

Capital currently serves as investment adviser of the Healthcare Funds and general partner of the Healthcare 

Master Fund.  Healthcare Fund investors have consented to a series of transactions that will result in a 

newly created affiliate, RA Capital Healthcare Fund GP, LLC, serving as the general partner of the 

Healthcare Master Fund going forward.  The general partners are owned and controlled by Messrs. 

Kolchinsky and Shah. Mr. Richard H. Aldrich is a passive minority owner of RA Capital and is not involved 

in the day-to-day management of the Adviser or any Advisory Client account.  The approved restructuring 

transactions are expected to be completed by September 30, 2019, or as soon as practicable thereafter. 

 

As of July 1, 2019, RA Capital has approximately $ 3,333,470,953 of Regulatory Assets Under 

Management (calculated under the guidance in Form ADV instructions), all managed on a discretionary 

basis. 

 

Information about the Funds presented in this Brochure is indicative of Fund terms and practices.  Fund 

interests are offered to eligible investors only through their respective private placement memoranda and 

other offering and governing documents, which should be read in their entirety prior to investment.  This 

Brochure is not an offer of interests in any Fund. 
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ITEM 5 – FEES AND COMPENSATION 

RA Capital generally charges Advisory Clients an investment management fee based on the value of 

Advisory Client’s assets under management (“Management Fees”).  In addition, Advisory Clients also pay 

RA Capital, or one of its affiliates serving as general partner of a Fund, performance-based compensation 

as a fee or carried interest.  This is compensation to RA Capital that is based on a share of capital gains on 

or capital appreciation of the assets of an Advisory Client.   

 

Fund Fees and Carried Interest 

 

Fund Investors are generally subject to their share of Management Fees and Carried Interest (defined below) 

indirectly through their investment in one of the Funds.  Fund Management Fees generally equal 2.0% per 

annum.  For the Healthcare Funds, Management Fees are calculated monthly (0.1667% per month) based 

on the Healthcare Fund Investors’ capital account net asset values and are payable on the first day of each 

month in advance. A pro rata portion of the Management Fee will be refunded if a Healthcare Fund ends 

on a date other than the last day of a calendar month.  

 

For the Nexus Funds, Management Fees are payable quarterly in advance and are generally calculated 

through the end of the Nexus Funds’ investment period based on each Nexus Fund Investor’s aggregate 

capital commitment, and thereafter based on each Nexus Fund Investor’s net share of portfolio acquisition 

costs.  Management Fees are prorated for partial periods, when applicable.  

 

The general partner of a Fund is entitled to a carried interest (the “Carried Interest”) generally equal to 20% 

of profits.  The Healthcare Funds’ Carried Interest is subject to a customary high-water mark.  The 

calculation of the Carried Interest is complex, and Fund Investors and prospective investors should carefully 

review the more detailed terms set forth in the Funds’ offering and governing documents. 

 

RA Capital deducts Management Fees and allocates Carried Interest from Fund assets.  Fund Investors do 

not have the ability to choose to be billed directly for fees incurred.   

 

Management Fees and Carried Interest are not negotiable but may be waived or modified in the sole 

discretion of RA Capital. 

 

Account Fees 

 

Fee arrangements with the Account were individually negotiated and are generally based on assets under 

management and include performance fees (“Performance Fees”). Management Fees are pro-rated for 

partial months, if applicable. 

 

The Account is subject to negotiated terms under its investment management agreement and is generally 

billed for Management Fees monthly in advance and for Performance Fees annually. 

 

Portfolio Company Director Compensation 

 

It is RA Capital’s policy that its officers and employees should not personally benefit from, or suffer any 

costs or harm on account of, any cash or securities compensation paid to them by a portfolio company for 

their service as a director of that portfolio company (collectively, “Director Compensation”).  Accordingly, 

Director Compensation is offset against Management Fees charged by RA Capital to any Advisory Client 

with an investment in the underlying portfolio company during the period for which that compensation was 

received. 
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Director Compensation in the form of cash payments is offset after receipt. As to securities, including stock 

options and restricted securities, RA Capital retains discretion over whether and when to exercise and/or 

sell securities issued as Director Compensation in light of numerous possible factors. Net cash proceeds 

(i.e., after estimated taxes, fees and other expenses) resulting from the sale of any such securities will be 

offset against any applicable Management Fees after the sale. RA Capital may choose to instruct an officer 

or employee in receipt of non-cash Director Compensation not to exercise a stock option that is “in the 

money” or not to sell the underlying stock based on RA Capital’s assessment of the potential upside in 

holding the security, or based on consideration of any applicable blackout periods or other trading 

restrictions. Such fee offsets shall apply pro rata to all Fund Investors who have not fully redeemed at the 

time that the fee offset occurs, meaning that Fund Investors that benefit from a fee offset resulting from the 

liquidation of securities may not be the same investor base that existed at the time the securities were issued 

or that would have benefitted if those securities were liquidated at the earliest possible moment.  The pro 

rata portion of Director Compensation allocable to the Account shall be applied as an offset to Management 

Fees and expenses applicable to the Account.  
  
Expenses 

 

Advisory Clients pay a number of expenses, including, without limitation, costs and expenses related to its 

investments and operations; all transaction costs relating to an Advisory Client’s actual or potential 

investments (including without limitation, brokerage commissions and other transaction costs, clearing and 

settlement charges, custodial fees, margin and interest expenses and commitment fees on debit balances or 

borrowings, borrowing charges on public securities sold short, and any issue or transfer taxes chargeable 

in connection with any securities transactions, and expenses related to sourcing, identifying, negotiating, 

structuring, monitoring, acquiring, holding or selling investment); diligence and Research Expenses (as 

defined below); consulting, legal, and other professional fees relating to actual or potential investments; 

expenses of professionals providing services to Advisory Clients (including legal, audit, accounting, tax 

and administration); insurance expenses (including costs of any liability insurance obtained on behalf of 

Advisory Clients); expenses associated with the formation and operation of any subsidiary entities or 

companies in which Advisory Clients may invest (including portfolio companies); regulatory costs and 

expenses (including filing and license fees); ongoing offering expenses, amendments to the offering 

documents and the continuous offering of interests (as applicable); costs of reporting and providing 

information to Advisory Clients; Management Fees; any entity level taxes; costs of any litigation or 

investigation involving Advisory Client activities; indemnification expenses; any extraordinary expenses; 

and all other costs and expenses related to Advisory Clients’ business and operations as deemed necessary 

or appropriate by RA Capital. For the avoidance of doubt, any expenses incurred in connection with 

transactions or investments that are not consummated (e.g., broken-deal expenses) will also be borne by 

Advisory Clients.  For more information on transaction costs, see Item 12—Brokerage Practices.  

 

“Research Expenses” include, without limitation: (i) costs and expenses associated with maintaining and 

operating RA Capital’s proprietary Research Management System (including any compliance tools 

embedded therein), (ii) reasonable fees and salaries of consultants; (iii) research related travel and related 

expenses such as food, entertainment, and lodging; (iv) the commissioning of research and other projects 

for companies in which Advisory Clients invest or may invest (e.g., marketing surveys, assessment and 

drafting of business plans, and other laboratory experiments, and portfolio company recruiting efforts), 

including companies for which RA Capital personnel serve as members of the board of directors or in a 

functionally equivalent role, to seek to further the profitability of such investments and/or to help such 

companies to be successful; (v) development and support of proprietary technology and research 

methodologies, including, but not limited to, cloud hosting environments, news and data feeds, exchange 

licenses, and the engagement of developers, writers, graphic designers, and data scientists, to assist with 

the creation of software systems and industry specific technology, market, and knowledge “maps” used by 

RA Capital in connection with the investment strategy of its Advisory Clients; (vi) industry specific 

publications; (vii) use of expert networks; (viii) costs of applying research methodologies to fields unrelated 
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to healthcare in an effort to test the efficacy and strength of such research methodologies and to seek to 

discover non-healthcare information or technologies that may influence the healthcare and life sciences 

markets; (ix) costs and expenses related to publishing at, presenting at, attending, and hosting conferences 

in furtherance of the aims of the investment strategy of Advisory Clients; and (x) other research efforts and 

activities that benefit Advisory Clients due to their investment or potential investments in companies who 

benefit from such research.   

 

The Healthcare Funds (and, therefore, Healthcare Fund Investors) pay certain expenses not applicable to 

other Advisory Clients, including but not limited to each such Healthcare Fund’s pro rata share (based on 

relative assets under management) of Healthcare Master Fund expenses, if applicable, including investment 

entity taxes and litigation costs.  The Nexus Funds (and, therefore, Nexus Fund Investors) pay certain 

expenses not applicable to other Advisory Clients, including but not limited to each such Nexus Fund’s pro 

rata share (based on capital commitments) of Nexus Master Fund expenses, if applicable, including 

investment entity taxes and litigation costs.  Each Offshore Fund also pays certain direct expenses that are 

not incurred by its related Master Fund and that benefit only such Offshore Fund.  The Account also pays 

certain expenses not applicable to other Advisory Clients. Advisory Clients pay their pro rata share 

(allocated in good faith and in a fair and equitable manner) of any expenses incurred for the benefit of such 

Advisory Client and other Advisory Clients. 

 

Research Expenses have been paid in the past, and may be paid in the future, to (1) qualified affiliates of 

RA Capital, and (2) qualified persons who are related to personnel of RA Capital.  This may give rise to a 

conflict of interest because it may create an incentive for RA Capital to incur a Research Expense that might 

not be in the best interest of Advisory Clients.  Advisory Clients are not currently paying or reimbursing 

RA Capital for any expenses incurred in compensating qualified persons who are related to personnel of 

RA Capital. 

 

RA Capital, through its TechAtlas research division, provides landscape mapping products for companies 

in the healthcare industry, including companies in which Advisory Clients may be invested.  Some of the 

Adviser’s employees work full or part time on creating these large, graphic-intensive “maps” of landscapes 

as a mechanism to record and communicate their research findings.  The maps are designed to, and in fact 

contribute to, the research process of the Adviser by, among other things, helping it to organize its scientific 

data, data analyses, and related thoughts and findings, revealing emergent competitive phenomena that the 

Adviser believes help in predicting the future of particular healthcare and life-sciences landscapes, and 

facilitating discussion with entities (including current and prospective portfolio companies) and individuals 

who come through the Adviser’s offices.  In all, the maps help support RA Capital’s reputation for 

conducting thorough research and due diligence in the healthcare and life-sciences sectors. 

The Adviser has also occasionally donated the maps to, and shared knowledge with, health-related non-

profit organizations in exchange for knowledge-sharing; however, the Adviser does not sell these maps to 

other investors, though it is possible that the Adviser may collaborate with other investors on the creation 

of such maps and give them copies.   

The Adviser generally allocates related Research Expenses among the Funds and the Account in a manner 

that it considers to be fair and equitable.  RA Capital deems all research to benefit all Advisory Client 

accounts without regard to whether such research related to or resulted in a specific portfolio investment 

decision because the intended benefits of such research are increased value in the portfolio investments, 

increased knowledge and expertise of the Adviser and its investment team, and increased access to 

information.  Accordingly, an Advisory Client may bear Research Expenses that are not directly related to 

a particular investment in its portfolio. 

Any expenses relating specifically to a private investment designated as a Special Investment (as defined 

in the Healthcare Fund offering documents) are charged against the capital accounts of Healthcare Fund 
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Investors and/or the Account participating in such Special Investment in proportion to their respective 

participating percentage interests therein. Within the Healthcare Funds, expenses related to private 

investments that are Special Investments are not necessarily allocated pro rata among all Healthcare Fund 

Investors, due to differing levels of participation in Special Investments. The Nexus Funds will invest in 

substantially the same private investments as the Healthcare Funds and the Account during the Nexus 

Funds’ Investment Period (as defined in the Nexus Fund offering documents) and will also bear expenses 

specifically related to such investments, on a pro rata basis. 
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ITEM 6 – PERFORMANCE-BASED FEES/ALLOCATIONS AND  

SIDE-BY-SIDE MANAGEMENT 

As described in Item 5 above, all of RA Capital’s Advisory Clients are subject to Management Fees and 

Carried Interest or Performance Fees, which are consistent across strategies although they vary for the 

Account and may vary for certain Fund Investors or future Advisory Clients.  For example, certain 

personnel of RA Capital also invest directly in certain of the Funds and Fund investments made by such 

personnel are not subject to the Management Fees or Performance Compensation described in Item 5 above.   

When Advisory Clients have different Carried Interest and Performance Fee arrangements the Adviser may 

be incentivized to allocate investments with greater performance potential to accounts with higher Carried 

Interest or Performance Fees.   

 

The Adviser maintains policies and procedures to promote fair and equitable allocation of investment 

opportunities among Advisory Client accounts. Prior to the earlier of the end of the Nexus Funds’ 

investment period and the time when the Nexus Funds are determined to be fully invested, RA Capital 

intends to allocate each investment that is suitable for the Nexus Funds, the Healthcare Funds, and the 

Account, 25% (in the aggregate) to the Nexus Funds and 75% (in the aggregate) to the Healthcare Funds 

and the Account, subject to considerations such as investment limitations, sufficiency of available capital, 

applicable concentration limits, risk management considerations, legal, tax, and regulatory considerations, 

and such other factors that RA Capital deems relevant under the circumstances.  When the Funds and the 

Account purchase securities in IPOs, the Adviser will generally allocate to the Nexus Funds  a percentage 

of the available IPO securities that is equal to the participating Nexus Funds’ aggregate capital 

commitments, divided by the sum of the Nexus Funds’ aggregate capital commitments and the combined 

net asset value of the Healthcare Funds and the Account.  The remainder of the IPO allocation will generally 

be allocated between the Healthcare Funds and the Account pro rata to their respective available capital, 

subject to similar considerations as the allocations of  other investment opportunities.  

 

It should be noted that Carried Interest and Performance Fee arrangements also can create an incentive for 

RA Capital to effectuate larger and riskier transactions than would be the case in the absence of such 

economic interests.  
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ITEM 7 – TYPES OF CLIENTS  

As previously described in Item 4, RA Capital’s Advisory Clients consist of the Healthcare Funds and the 

Nexus Funds, as well as the Account.  With respect to the Funds, any initial and additional subscription 

minimums (as applicable) are disclosed in the relevant offering documents and may be waived or modified 

by RA Capital or its affiliates (as the case may be).  The Funds are open only to certain financially 

sophisticated investors who meet eligibility criteria.  Generally, with respect to separately managed 

accounts, including the Account, RA Capital determines the minimum investment amounts on a case-by-

case basis.  Typically, such accounts involve significant minimum investments. 
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ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES, 
AND RISK OF LOSS 

Methods of Analysis 

 

RA Capital’s methods of analysis involve due diligence that includes, in some cases, interviews with 

management, clinical investigators, physicians, and sell-side research analysts, among other sources of 

research or diligence.  In furtherance of RA Capital’s Advisory Clients’ current and prospective 

investments, RA Capital has, and intends to continue to: (1) acquire general scientific/healthcare/life 

sciences knowledge and/or for related reasons, and may act as manager, managing member, general partner, 

executive, board member, consultant, or advisor of or to various portfolio companies, or may spend 

considerable time assisting, various portfolio companies and potential portfolio companies; (2) engage 

consultants to validate aspects of investment theses; and (3) conduct surveys of physicians to identify new 

market opportunities.  

 

Investment Strategies 

RA Capital has broad authority under the terms of the relevant governing documents with Advisory Clients 

and uses such authority to implement investment strategies opportunistically with an investment objective 

of achieving positive absolute returns in various market environments. 

Healthcare Funds and Account Strategy.  The Healthcare Funds make long and short investments, generally 

in publicly-traded securities of or related to companies that may be based in the United States or other 

countries with substantial operations in healthcare and life sciences. The Healthcare Funds’ investment 

strategy most typically focuses on smaller companies that develop drugs, research tools, diagnostics, or 

devices.  The Healthcare Funds also sometimes purchase securities of companies that do not have 

substantial operations in healthcare and life sciences, including shares of exchange traded funds (“ETFs”) 

that are not specific to the healthcare industry.   

Investments held long are most frequently in equity, but sometimes in debt.  The Healthcare Funds purchase 

securities on the open market and in initial public offerings (“IPOs”), secondary offerings, private 

placements, convertible debt offerings, debt offerings, PIPE transactions, and swap transactions.  In 

addition, the Healthcare Funds may also purchase, write, and sell options and warrants.  The Healthcare 

Funds also purchases restricted stock and royalties. 

While the primary focus of the Healthcare Funds is to invest in publicly-traded companies, the Healthcare 

Funds also invest in private companies when RA Capital determines the probability of a high return appears 

to outweigh the relative risk and/or lack of liquidity. In some instances, these portfolio companies make 

use of research that is paid for, in whole or part, by Advisory Clients. See Item 5 as relates to Research 

Expenses.   

The Account pursues substantially the same investment strategy as the Healthcare Funds. 

Nexus Funds Strategy.  The Nexus Funds invest primarily in securities of or related to private companies 

in the healthcare and life-sciences sectors, in the United States and other countries, focused on the 

development of drugs, diagnostics, devices, or other products.  Portfolio companies may or may not have 

readily identifiable assets at the time of investment.  The Nexus Funds can make equity and debt 

investments.   

The Nexus Funds may buy securities in IPOs, secondary offerings, follow-on offerings, private placements, 

convertible debt offerings, debt offerings, and PIPE transactions, and use short transactions for hedging.  

They also may continue to hold securities issued by portfolio companies after such securities have been 
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registered, or exchanged for registered securities, in an IPO. A portion of the Nexus Funds’ capital may be 

invested in publicly traded securities issued by companies that previously were, or are successors to issuers 

that previously were, portfolio companies. 

General.  As part of its private investment strategy for the Funds and the Account, RA Capital forms and/or 

acquires a minority or majority position in private companies and that may or may not have any readily 

identifiable assets at the time of investment.  From time to time, the Funds and the Account, taken together 

and including RA Capital or its affiliates, may have control over a portfolio company. 

In addition, from time to time, RA Capital establishes private companies in which Advisory Clients 

collectively own a majority interest. These companies develop new healthcare and life sciences assets and 

ideas that, if believed to  be commercially viable, are spun out into other new private companies  in which 

the Advisory Clients continue to invest. These activities are referred to in the Funds’ private placement 

memoranda as the “Incubation Program.”  The Incubation Program presents potential opportunities, risks, 

and conflicts of interest and potential investors should read about the Incubation Program in such 

memoranda.  

 

RA Capital, or one or more of its affiliates, may act as manager, managing member, general partner, 

executive, board member, consultant, or advisor of or to one or more portfolio companies, and may spend 

considerable time assisting one or more portfolio companies.  Such portfolio companies also may retain 

and pay, with a combination of cash and/or equity, individuals that are unaffiliated with RA Capital who 

may serve as executives, board members, consultants, advisors, or part/full-time employees, and who may 

either independently manage or assist with managing the operation of one or more portfolio companies. 

RA Capital does not intentionally seek to acquire a position in a security that represents more than fifteen 

percent (15%) of an Advisory Client’s net asset value or aggregate capital commitments, as applicable.  

Compliance with this investment limitation is determined at the time of investment and any subsequent 

increases in percentage above the fifteen percent (15%) threshold (including, without limitation, as a result 

of a change in the Advisory Client’s total assets, the value of the Advisory Client’s securities, or any 

subsequent market activity) will not constitute a breach of this limitation.  As a result, positions may 

significantly exceed this limitation, and, if this happens, RA Capital may elect to hold the position, but 

generally will not increase the position in any Advisory Client account until such Advisory Client is again 

in compliance with the 15% limitation.  Depending on the liquidity of a position, RA Capital may not be 

able to reduce the size of a position at current prices.  See “Material Risks / Lack of Liquidity” (below).  

Advisory Clients may hold securities in excess of this fifteen percent (15%) limitation for an extended 

period of time. 

Typically, when RA Capital purchases equity in publicly-traded companies, it anticipates that it may take 

a significant amount of time to reach valuations that RA Capital believes merit selling the security. RA 

Capital, however, does engage in short-term trades, generally, with the intent to capitalize on short-term 

inefficiencies in the marketplace. 

RA Capital seeks opportunities to short securities that, in its judgment, have extended valuations relative 

to the marketplace and/or as a hedge to its long positions. Due to the potentially unlimited losses that come 

with shorting securities, RA Capital’s short exposure will typically be more diversified than the long 

exposure. RA Capital may also seek to hedge a long position in a security from time to time by selling 

short the same or a similar security, or a basket of securities. RA Capital periodically will elect to hedge 

all, or a portion, of a long position for various reasons. For example, RA Capital may be unable to sell the 

long position in the security because of legal, contractual, or other limitations. Additionally, RA Capital 

may believe that selling the long position could reduce the likelihood that its Advisory Clients will be 

given the opportunity to participate in a subsequent offering (1) by an issuer, (2) by other issuers (public 



 

11 
 

 

and private), or (3) associated with an underwriter that participated in the transaction by which the 

Advisory Client acquired the security. 

The frequency with which RA Capital engages in short term trading or hedging by selling short the same 

or a similar security is expected to vary over time. As its investment decisions are based on its judgment 

about the best use of Advisory Client assets in light of available opportunities, RA Capital cannot predict 

in advance the frequency with which different investment strategies will be used or the percentage of the 

trading portfolio that will be dedicated to any one strategy at any one time. Short-term and/or frequent 

trading can affect investment performance via increased brokerage and other transaction costs or taxes. 

RA Capital has authority to borrow funds and to purchase and sell derivatives and does so from time to 

time and is not limited in the amount of leverage that may be used.  RA Capital expects to use leverage 

moderately, but that may change as investment opportunities and market conditions dictate. 

At times, RA Capital may (either alone or jointly with others) take actions that may require RA Capital to 

file a Schedule 13D with the SEC. 

Advisory Client accounts may hold cash balances, which may be substantial. 

Depending on conditions and trends in securities markets, RA Capital may pursue strategies and employ 

techniques other than those described above, to the extent that it considers doing so appropriate and in the 

best interest of Advisory Clients. Investing in securities involves a risk of loss that clients should be 

prepared to bear. 

 

Material Risks 

 

For the avoidance of doubt, potential investors in any Fund may not rely on this Brochure and should read 

carefully the offering documents pursuant to which the relevant Fund interests are offered.  Similarly, 

potential separate account clients should read carefully the governing documents of such account.  

 

Achievement of Investment Objective  

 

No guarantee or representation is made that the Adviser’s investment strategies will be successful.  RA 

Capital’s investment strategies may include the use of investment techniques such as leverage, short sales, 

illiquid investments, and limited diversification which can, in certain circumstances, maximize the adverse 

impact to which Advisory Clients’ investments may be subject.  No assurance can be given that RA Capital 

will achieve its investment objective or that the ultimate achievement of its investment objective will be 

profitable for Advisory Clients.   

 

Reliance on Key Individuals 

 

RA Capital’s ability to invest successfully is also substantially dependent upon the efforts of the Portfolio 

Managers.  The loss of Mr. Kolchinsky’s and Mr. Shah’s services could have a material adverse effect on 

Advisory Clients.  
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Unspecified Investments 

 

Advisory Clients must rely on the ability of the Adviser and its employees to identify and make investments 

consistent with the applicable investment strategy.  Neither Advisory Clients, nor their underlying investors 

(in the case of the Funds), participate in the making of any investment decisions, nor have the opportunity 

to evaluate personally the relevant economic, financial, and other information used by the Adviser in its 

selection, monitoring, and disposition of investments.    

 

Healthcare and Life Sciences Sector 

 

The Adviser, on behalf of Advisory Clients, focuses on investments in the healthcare and life sciences 

industries. Both public and private companies in these industries are subject to extensive government 

regulation, which may change in a way adverse to the industry.  Research and development in these 

industries is costly and long in duration and the approval of new products is lengthy and uncertain.  As a 

result, investments in these sectors may be riskier than other market sectors. In addition, the investments 

Advisory Clients will make will generally be subject to certain risks inherent in the healthcare and life 

sciences area, including, but not limited to, the following: 

 

1. Rapid Changes. The healthcare and life sciences sectors are characterized by significant and rapid 

change. A company’s research, technologies, and/or products may quickly be rendered obsolete by 

the research and discoveries of competitors prior to revenue generation. 

 

2. Volatility. The market value of healthcare and life sciences companies, in general, has been highly 

volatile, with significant price fluctuations that are often unrelated to the operating performance of 

particular companies.  

 

3. Product Failure. The success of healthcare and life sciences companies often hinges upon the 

success of one product or potential products (or a small number of products or potential products). 

It is possible that potential products may fail to produce intended results, produce results that were 

unexpected or unintended, and/or fail to obtain necessary regulatory approvals, including Food and 

Drug Administration (“FDA”) approval.  In addition, the cost of obtaining such regulatory 

approvals could be substantial.  

 

4. Product Liability Risks. Healthcare companies, and drug companies in particular, face inherent 

risks of product liability exposure related to the testing and/or selling of products. Product liability 

claims may result in, among other things: (a) injury to reputation; (b) withdrawal of clinical trial 

volunteers; (c) litigation costs; (d) decreased demand for products; and (e) substantial monetary 

awards to third parties.  

 

5. Key Personnel. Healthcare and life sciences companies often depend on key scientific, research, 

and/or management personnel.  Such companies’ abilities to pursue the development of current and 

future potential products depends largely on retaining the services of existing personnel and hiring 

additional qualified personnel to perform research and developments. Such companies may not be 

able to attract and retain personnel on acceptable terms given the competition for such personnel 

among life sciences companies.  Any such failure to attract and retain personnel might delay the 

development of products and result in harm to the companies’ business.  

 

6. Proprietary Rights. The success of healthcare and life sciences companies depends, in part, on the 

ability to maintain protection for products and/or technologies under the patent laws of the United 

States and other countries, and on the ability to avoid infringing upon the proprietary rights of 

others. The patent positions of healthcare and life sciences companies can be highly uncertain and 
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involve complex legal and factual questions. In addition, such companies often rely upon 

unpatented technology, trade secrets, and other confidential information that may be difficult to 

protect. 

 

7. Government Regulations and Regulatory Approvals. Certain product candidates of life sciences 

companies likely will be subject to extensive and rigorous government regulations. The FDA 

regulates the development, testing, manufacture, safety and record keeping, labeling, distribution, 

and promotion of, among other things, certain medical devices and pharmaceutical products. If a 

company fails to comply with the FDA’s requirements, it may face a number of consequences, 

including, but not limited to: (a) fines; (b) injunctions; (c) civil penalties; (d) recall or seizure of 

products; (e) total or partial suspension of production; (f) failure of the FDA to grant pre-market 

clearance or approval of devices or products; (g) withdrawal of marketing approvals; (h) limited 

indicated uses for which potential products may be marketed; (i) costly requirements imposed on 

activities; and/or (j) criminal prosecution.  

 

8. Third Party Reimbursement; Healthcare Reform. The ability of certain life sciences companies to 

commercialize certain of their products and potential products depends, in part, upon the 

availability of reimbursement from third-party payors, such as government health administration 

authorities, private health insurers, and other organizations.  Government and other third-party 

payors increasingly attempt to contain healthcare costs by limiting both coverage and level of 

reimbursement for certain products.  If government and third-party payors do not provide adequate 

coverage and reimbursement levels for certain products, the market acceptance of those products 

may be drastically limited, with such limitation resulting in harm to a company’s business. 

 

Limited Diversification; Concentration of Investments 

 

Advisory Clients’ assets will have limited diversification. Although Advisory Clients may trade a variety 

of securities, Advisory Clients typically are invested primarily in the healthcare and life sciences sectors.  

Furthermore, Advisory Clients are typically not diversified among types of securities or a wide range of 

issuers.  In addition, Advisory Clients are concentrated in a relatively small number of securities.  From 

time to time, Advisory Client portfolios have held positions in issuers that individually constituted 

significantly greater than fifteen percent (15%) of an Advisory Client’s net asset value.  It is expected that 

this may occur again in the future.  Depending on the liquidity of a position, among other reason, Advisory 

Clients may not be able to reduce the size of a concentrated position at current prices. The result of such 

concentration of investments is that a loss in any single position could have a material adverse impact on 

Advisory Client’s capital. In addition, the investment portfolio of Advisory Clients may be subject to more 

rapid change in value than would be the case if Advisory Clients were required to maintain investments in 

a large number of securities and maintain a wide diversification among industries, areas, types of securities, 

and issuers. 

 

Lack of Liquidity  

 

Advisory Clients invest, from time to time, in types of securities that are illiquid or of limited liquidity 

because they are not traded in a public market or are subject to long-term or indefinite legal or contractual 

restrictions on marketing the securities.  For example, from time to time, RA Capital will purchase equity 

in private companies (including start-ups), private equity in public entities, and warrants that may allow the 

purchase of additional private securities.  In addition, securities may become illiquid after purchase due to 

market conditions or adverse developments.  RA Capital may not be able to readily sell such illiquid 

securities, if at all, which could interfere with its ability to make distributions in cash.  Illiquid securities 

are also harder to value with precision. 
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RA Capital personnel serve on the boards of directors of several private portfolio companies that may go 

public and some public portfolio companies.  Where RA Capital personnel serve on a board of directors of 

a public company, the ability of Advisory Clients to purchase or sell securities of that public company 

generally will be limited.   See “Material Nonpublic Information” (below). 

 

Investments in Companies with Small Market Capitalization 

 

Advisory Clients’ assets will, either directly or through derivative securities, be invested in securities of 

public companies with relatively small market capitalizations.  While RA Capital believes that these 

publicly-traded securities can provide significant potential for profit, they can involve higher risks in some 

respects than investments in securities of larger public companies.  For example, prices of small 

capitalization, and even some medium capitalization, stocks are often more volatile than prices of large 

capitalization stocks and the risk of bankruptcy or insolvency of many smaller public companies is higher 

than for larger capitalization public companies.  In addition, due to low volume trading in some small 

capitalization stocks, an investment in those stocks may be considered illiquid. 

 

Private Investments  

 

There are certain risks associated with private investments, including such risks generally related to 

investments in private companies and to illiquid investments, as described above. Advisory Clients will not 

be able to readily dispose of such private investments, and in some cases, may be contractually prohibited 

from disposing of such investments for a significant period of time. As such, private investments may 

represent capital not available for withdrawal by investors in the Healthcare Funds or the Account for a 

substantial period of time.  Because the Nexus Funds invest primarily in private investments, investors in 

the Nexus Funds have no withdrawal rights and must wait for liquidity events, if any, before distributions 

are made.  Each private investment will be valued at fair value (which may be at cost) until it is sold or the 

value can be derived from an independent pricing source (e.g., the private company becomes publicly-

traded or an investor, other than the Adviser, leads a subsequent round of financing in the private company).   

 

Short Sales 

 

RA Capital engages in short sales by selling equity securities that it does not own at the time of sale.  By 

doing so, Advisory Clients will become obligated to purchase and deliver such securities against the short 

position.  In the event that the price of a security increases between the short sale and Advisory Clients’ 

subsequent purchase of shares of that security, Advisory Clients will suffer a loss on that transaction and 

the value of the underlying investors’ investments will decrease accordingly.  There can be no assurance 

that an Advisory Client will not suffer such losses.  In theory, a short sale has the potential for unlimited 

loss.  In connection with short sales, Advisory Clients will have to deliver cash or United States Treasury 

securities or other securities to brokers to assure delivery of securities against short positions. Advisory 

Clients will be able to keep only a negotiated percentage of the yield of such United States Treasury or 

other securities. From time to time, governments have restricted the ability to sell short and may do so in 

the future in a fashion that interferes with RA Capital’s ability to use short sales as part of its investment 

strategy. 

 

Use of Borrowed Funds  

 

RA Capital expects to cause Advisory Clients to leverage their investment positions by borrowing funds 

from securities broker-dealers, banks, or others.  Such leverage increases both the possibilities for profit 

and the risk of loss.  In a downward trending market, the use of leverage for long positions could have a 

material adverse effect on Advisory Clients’ profitability and operations.  Extensions of credit and 

guarantees by broker-dealers of performance of Advisory Clients’ obligations will typically be secured by 

Advisory Clients’ securities and other assets.  Under certain circumstances, a broker-dealer may demand 
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an increase in the collateral that secures Advisory Clients’ obligations, and if an Advisory Client is unable 

to provide additional collateral, the broker-dealer could liquidate assets held in the account to satisfy 

Advisory Clients’ obligations to the broker-dealer.  Liquidation in such a manner could have materially 

adverse consequences.  In addition, the amount of Advisory Clients’ borrowings and the interest rates on 

those borrowings, which will fluctuate, will have a significant effect on their profitability.  The Healthcare 

Funds and the Account use leverage in the ordinary course of their investment operations; the Nexus Funds, 

having a different investment strategy, are not expected to do so on a regular basis. 

 

Derivatives 

 

RA Capital has the authority to purchase derivative instruments.  Derivative instruments generally provide 

a form of leverage.  As with other forms of leverage, derivative instruments can serve to magnify investment 

results, increasing the size of gains or losses and thereby increasing risk.  Derivatives also involve the risk 

of failure or default by the counterparty. 

 

Controlling or Substantial Positions  

 

RA Capital has the authority to acquire, and from time to time will acquire, a controlling position or a 

substantial position in a public or private company.  In some instances, Advisory Clients may act as part of 

a group with respect to a particular security.  These positions, depending on their size and RA Capital’s 

plans, may require regulatory reporting and may result in limitations on RA Capital’s further transactions.  

For example, under Section 16 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange 

Act”), beneficial owners of more than 10% of a class of a company’s equity securities must disgorge any 

profit from certain purchases and sales of a company’s equity securities made within a six-month period.  

 

Turnover and Trading Costs 

 

The investment strategy of the Healthcare Funds and the Account includes active trading of publicly traded 

securities.  As a result, their portfolios will have a higher degree of turnover and higher transaction costs 

than would be the case if RA Capital employed solely a buy-and-hold strategy.  The transaction costs 

associated with active trading will lower returns unless offset by gains from trading.  Active trading 

generally generates significant short-term capital gains.  Short-term capital gains are taxed at higher rates 

than long-term capital gains. 

 

Exchange Traded Funds   

 

RA Capital occasionally purchases and sells short shares of ETFs and other similar instruments.  These 

transactions will be used to gain exposure to the general market or industry sectors and the performance of 

many publicly-traded securities.  ETFs and other similar instruments involve risks generally associated with 

investments in a broadly-based portfolio of common stocks, including the risk that the general level of stock 

prices, or that the prices of stocks within a particular sector, increases or decreases, thereby affecting the 

value of the shares of the ETF or other instruments. 

 
Put and Call Options   
 

RA Capital purchases listed and over-the-counter put and call options.  In addition, RA Capital may, from 

time to time, write and sell covered or uncovered call and put option contracts.  A call option gives the 

purchaser of the option the right to buy, and obligates the writer to sell, the underlying investments at a 

stated exercise price. Similarly, a put option gives the purchaser of the option the right to sell, and obligates 

the writer to buy, the underlying investments at a stated exercise price.  Options written by RA Capital on 

behalf of Advisory Clients may be wholly or partially covered (meaning that Advisory Clients hold an 

offsetting position) or uncovered.  Options on specific investments sometimes are used to seek enhanced 
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profits with respect to a particular investment.  Alternatively, they may be used for various defensive or 

hedging purposes.  For example, they sometimes are used to protect against a future adverse change in the 

market price of particular portfolio investments, without requiring a sale of the investments.  
 

Use of put and call options may result in losses, force the sale or purchase of portfolio investments at 

inopportune times or for prices higher than (in the case of put options) or lower than (in the case of call 

options) current market values, limit the amount of appreciation Advisory Clients can realize on their 

investments, or cause Advisory Clients to hold an investment they might otherwise sell.  For example, a 

decline in the market price of a particular investment could result in a complete loss of the amount expended 

by Advisory Clients to purchase a call option (equal to the premium paid for the option and any associated 

transaction charges).  An adverse price movement may result in unanticipated losses with respect to covered 

options sold.  The use of uncovered option writing techniques generally entails greater risk loss than other 

forms of options transactions.   

 

Warrants and Convertible Bonds 

 

RA Capital has authority to purchase, and occasionally will purchase, warrants, and convertible bonds.  If 

the price of the warrant or underlying security does not appreciate sufficiently, these transactions will not 

be profitable. 

 

Initial Public Offerings 

 

RA Capital has the authority to invest in, and from time to time will invest in, initial public offerings.  The 

prices of these securities may be very volatile.  The issuers of these securities may be under-capitalized, 

have a limited operating history, and/or lack revenues or operating income without any prospects of 

achieving them in the near future.  Some of these issuers only make available a limited number of shares 

for trading and, therefore, it may be difficult to trade these securities without unfavorably impacting their 

prices. 

 

Non-U.S. Equities and Debt 

 

RA Capital has the authority to invest in, and from time to time may invest in, securities issued by 

companies located outside of the United States, whose securities trade only outside of the United States.  

These securities generally involve added risk for a number of reasons.  Such companies may not be subject 

to the same accounting, auditing, and financial reporting, standards, practices, and requirements comparable 

to companies that trade in the United States.  In general, there may be less available information about such 

companies; the markets are often less liquid; brokerage commission rates are higher; and there may be less 

governmental supervision of these markets. 

 

Currency Risk; Forward and Futures Contracts 

 

RA Capital may elect to hedge positions held in securities denominated in foreign currencies but is not 

required to do so, and, generally, does not do so.  This means that there exists risk that currencies in which 

some securities are held will decline in value, reducing the value of the holdings. 

 

Material Nonpublic Information 

 

From time to time, RA Capital comes into possession of material nonpublic information about companies 

that have issued securities. In some circumstances, RA Capital will be unable to trade certain securities of 

these companies until the information is made public or becomes immaterial. 
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Cybersecurity 

 

RA Capital uses networked computer systems and other systems that retain or transmit information 

electronically in the regular course of its business and many aspects of its business is dependent on such 

systems.  Service providers, including the broker-dealers that execute transactions and custody assets on 

behalf of RA Capital’s clients, market systems through which it trades, and other market participants that 

facilitate trading and recordkeeping similarly use networked computer systems and electronic 

communication systems.  Unauthorized access to these systems, computer viruses and malware and other 

intrusions could impair RA Capital’s ability to conduct business and the confidentiality of information that 

RA Capital receives or maintains.  In addition, companies in which RA Capital invests could incur 

substantial expenses to attempt to protect against cyber intrusions and, in the event of a cybersecurity 

breach, could face material losses.   These could negatively impact their value and the Advisor Clients’ 

investment returns. 

 

Conflicts of Interest 

 

No Exclusivity 

RA Capital and its affiliates engage and may in the future engage in other activities, including providing 

investment management and advisory services to other accounts, subject to certain limitations, and unless 

otherwise specifically agreed in writing, is not required to refrain from any activity, to disgorge profits from 

any such activity, or to devote all or any particular amount of time or effort to the any particular Advisory 

Client and its affairs. Such additional activities may be in competition with an Advisory Client and/or may 

involve substantial time and resources.  These activities could be viewed as creating a conflict of interest 

in that the time and effort of the person involved will not be devoted exclusively to the business of Advisory 

Clients.  

Allocation of Investment Opportunities 

RA Capital and its affiliates may give advice or take action with respect to any Advisory Client account 

which may be the same as or differ from the advice given, or the timing or nature of any action taken with 

respect to, investments of another Advisory Client. The Adviser’s investment opportunity allocation policy 

is summarized in Item 6 above.  RA Capital has adopted an allocation policy to provide for investment 

allocations that are fair and equitable to its Advisory Clients.    

In the event an Advisory Client account does not have sufficient available capital to purchase its allocable 

share of an investment opportunity, or does not take up the entire amount of its allocable share of an 

investment opportunity for any other reason, any excess may be allocated to the other Advisory Client 

accounts.  Such allocations, if any, will be made in a manner that RA Capital considers fair, reasonable, 

and equitable to the Advisory Client accounts over time. 

Any Advisory Client account could be disadvantaged because of the investment activities of other Advisory 

Client accounts due, among other things, to limited availability of an opportunity or the market impact of 

investments on behalf of such other Advisory Client accounts. 

When the purchase or sale of public securities is considered to be in the best interest of multiple Advisory 

Client accounts, the securities to be purchased or sold may be aggregated in order to obtain superior 

execution and/or lower brokerage expenses.  Securities purchased or proceeds of securities sold through 

aggregated orders are allocated among the Advisory Client accounts participating in the trade at the average 

execution price and transaction costs will be shared pro rata based on each account’s participation in the 

transaction.  If less than the total of the aggregated orders is executed, purchased securities or proceeds will 

be allocated pro rata among the participating Advisory Client accounts in proportion to their planned 
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participation in the aggregated orders.  No account will receive the lowest purchase price or the highest sale 

price in connection with such order unless all purchases or sales are at the same price.   

Revenue from Other Sources 

RA Capital has a Management Fee offset policy to protect Advisory Client accounts from certain 

circumstances in which revenue from sources other than Management Fees and the Carried Interest (or 

Performance Fee) may influence the RA Capital or its affiliates to subordinate the best interests of Advisory 

Clients to an opportunity to receive other additional revenues. Directors fees received from portfolio 

companies by the Adviser’s officers, members, partners, or employees are subject to offset. 

From time to time, RA Capital personnel may work on incubated assets and have the opportunity to 

transition all or part of their professional time to work for an incubated portfolio company.  Incentives 

provided by the incubated portfolio company may present a conflict of interest as to the allocation of time, 

ideas, and other resources by such personnel. 

From time to time, RA Capital or its affiliates may engage employees of incubated portfolio companies as 

paid consultants. 

Research 

Subject to and in furtherance of its duties to its Advisory Clients, RA Capital may provide to certain Fund 

investors or the Account certain information regarding RA Capital’s observations about biopharmaceutical 

markets and products and its investment research (which may include information relating to portfolio 

investments and potential portfolio investments) that RA Capital does not expect to provide to Fund 

investors or the Account generally. Agreements on such matters, if any, are expected to be documented in 

one or more Side Letters.  To fulfill the obligations under such agreement, RA Capital expects to provide 

information that includes information that could be significant to the recipient for a variety of uses, 

including making securities investment decisions.  RA Capital will not provide any such information if, in 

its judgment, doing so would have a material adverse effect on Advisory Client accounts. For more 

information about allocation of research expenses, see Item 5—Fees and Compensation.  

Valuation 

The Adviser has responsibility for valuing the assets and liabilities of each Fund and the Account.  Conflicts 

may arise with respect to this responsibility, given that Management Fees and the Carried Interest of the 

Healthcare Funds (but not the Nexus Funds) are based on net asset values. 

Related Party Transactions 

Related party transactions may arise in the course of acting as investment adviser to the Advisory Client 

accounts. RA Capital seeks to avoid related party transactions or to mitigate the conflicts inherent in them.  

RA Capital was formed by Mr. Aldrich in September 2004.  Mr. Aldrich is a passive minority owner of RA 

Capital, and the General Partner, and has been granted certain preferential rights, specifically a waiver of 

most fees, with respect to investments by him or his affiliates in Funds or accounts managed by RA Capital.  

Mr. Aldrich is a founder and board member in another investment adviser firm that also invests in private 

healthcare and life-sciences companies, and which may, from time to time, invest in the same private 

company issuers as Advisory Client accounts.  RA Capital imposes limitations on communications with 

Mr. Aldrich to promote the best interest of its Advisory Clients.  RA Capital may share information about 

potential co-investments with Mr. Aldrich, in his capacity as a managing member of his current firm, to the 

extent RA Capital determines it is in the Advisory Clients’ best interests to do so. 
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Diverse Clients 

Advisory Clients are expected to include persons or entities organized in various jurisdictions that may 

have conflicting investment, tax, and other interests with respect to their investments.  The conflicting 

interests of Advisory Clients may relate to or arise from, among other things, the nature of investments, the 

structuring of the acquisition of portfolio investments, and the timing of disposition of investments.  Such 

structuring of portfolio investments may result in different returns being realized by different Advisory 

Clients.  As a consequence, conflicts of interest may arise in connection with decisions made by RA Capital 

or its affiliates that may be more beneficial for one Advisory Client than for another Advisory Client. In 

addition, in selecting and structuring investments appropriate for any Fund, RA Capital will consider the 

investment and tax objectives of the Fund as a whole, not the investment, tax or other objectives of any 

Fund investor individually. 

Participation with Other Account Follow-Ons 

The Nexus Funds will generally invest alongside the Healthcare Funds and the Account, including, under 

certain circumstances, securities issued by companies in which the Healthcare Funds and the Account 

previously invested.  Any such investment will be acquired at the same price and on substantially the same 

terms as the Healthcare Funds and the Account.  The Nexus Funds will not participate in any earlier rounds 

purchased by the Healthcare Funds and the Account by virtue of such investment.  Furthermore, after the 

end of the Nexus Funds’ investment period, RA Capital may identify certain follow-on investment offerings 

that it deems not appropriate for the Nexus Funds considering the remainder of their term, remaining assets 

and liabilities, or other factors, and the Nexus Funds will not participate in any follow-on investment so 

identified. 

The Nexus Funds generally will invest in opportunities that are follow-on investments for the Healthcare 

Funds and the Account, including future tranches of negotiated, committed deals; provided, however, 

Nexus Funds will not participate in any follow-on investment or future tranche available to Healthcare 

Funds and the Account if RA Capital determines that the relevant portfolio company is impaired or that 

such investment by the Healthcare Funds and the Account is otherwise defensive (i.e., its primary purposes 

is to protect the value of previous amounts invested by the Healthcare Funds and the Account in that 

portfolio company).  

Transactions with Other Accounts 

Because the Healthcare Funds and the Account are evergreen accounts that can hold public 

securities indefinitely and the Nexus Funds are illiquid, limited term funds, it may be advisable or necessary 

for the Nexus Funds to sell portfolio investments at times when the Healthcare Funds and the Account are 

not advised to sell.  The Adviser has a cross trade policy so that the Advisory Client accounts can transact 

with one another on a fair and equitable basis, when the Adviser determines that doing so is consistent with 

the best interests of each of the participating accounts.  The cross trade policy provides that purchase and 

sale transactions (including swaps) may be effected between Advisory Client accounts subject to specified 

conditions, including:  (i) such transactions shall be effected for cash consideration at the current market 

price of the particular securities, and (ii) no brokerage commission or fee (except for customary transfer 

fees or commissions paid to a third party broker) or other remuneration shall be paid in connection with 

any such transaction. Cross trades in securities at any price other than a reported market price may be 

effected at a price determined or validated by an independent valuation agent if permitted by the Advisory 

Client’s own policy. 
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Service Providers 

RA Capital does not currently anticipate that it will use “soft dollars.”  However, in the event RA Capital 

elects to use soft dollars, it is anticipated that any use of soft dollars to pay for research products or services 

will fall within the safe harbor created by Section 28(e) of the Exchange Act. 

RA Capital may, but does not intend to, engage placement agents or other paid intermediaries to introduce 

potential investors to any Fund or to introduce potential clients to RA Capital.  RA Capital will not refer 

trades or otherwise use commissions to compensate persons indirectly for referring potential investors or 

clients. 

From time to time, representatives of RA Capital may speak at conferences and programs sponsored by 

prime brokers for investors interested in investing in private funds.  Generally, a prime broker is not 

compensated by RA Capital, the relevant Fund, or potential investors for providing such “capital 

introduction” opportunities.  In addition, a prime broker may provide financing and other services to an 

Advisory Client account and/or RA Capital.  Such additional services by a prime broker may influence RA 

Capital in deciding whether to use the services of such prime broker in connection with the activities of an 

Advisory Client account. See Selection of Broker-Dealers at Item 12 below.  

Affiliates of RA Capital and relatives of certain affiliates with professional experience and knowledge 

considered by RA Capital to be relevant to its investment research may provide compensated Research 

Services.  Expenses in the nature of Research Expenses that are payable to a family member of an Affiliate 

of RA Capital will be paid by RA Capital or its affiliates. 

Portfolio Investments – Significant Positions 

From time to time, RA Capital’s Advisory Client accounts will form and/or acquire a significant minority 

or majority position in one or more portfolio investments.  RA Capital may act as a manager, managing 

member,  or general partner executive, board member, consultant, or advisor of one or more portfolio 

companies, or may spend considerable time assisting, one or more portfolio companies (each, an “RA 

Representative”) as needed from time to time.  In that capacity, an RA Representative may be required to 

make decisions that consider or prioritize the best interests of such portfolio company.  In certain 

circumstances, for example in situations involving the bankruptcy or near-insolvency of a portfolio 

company, there may be conflicts of interest between the RA Representative’s duties to RA Capital and the 

RA Representative’s duties to the portfolio company, such that actions that may be in the best interest of 

the portfolio company may not be in the best interests of the investing Advisory Client account, and vice 

versa. In these instances, the RA Representative will use his or her judgment to determine the materiality 

of any conflict and, when the RA Representative has determined it to be appropriate, will use reasonable 

efforts to mitigate any such conflict, which may include, without limitation, recusing himself or herself 

from participating in discussions about the matter at the board or management committee level and/or not 

exercising his or her respective voting rights as the RA Representative.  As a result, in certain situations, 

an RA Representative may not be able to take certain actions that might benefit the Advisory Client 

accounts because of such conflict of interest. In addition, from time to time, investment opportunities 

sourced by a portfolio company (at times, with the assistance of an RA Representative) may be an 

appropriate investment for Advisory Client accounts (or, in some cases, for another portfolio company).  In 

such cases, there may be a conflict of interest for RA Capital in allocating the investment opportunity to 

the extent RA Capital may have the ability to influence the portfolio company’s management team. 

Personal Trading, Investment, and Ownership 

RA Capital or its affiliates may trade in securities for their own accounts, subject to restrictions and 

reporting requirements as may be required by law or otherwise determined from time to time by RA Capital.  

Advisory Client accounts generally do not engage in transactions with RA Capital or its affiliates, except 
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as disclosed above with respect to Mr. Aldrich or otherwise as provided by the Advisory Client’s own 

policies.  RA Capital and its affiliates may also invest directly into one or more Funds and such parties 

generally are not subject to Management Fees or Carried Interest that apply to other investors.  The fact 

that certain affiliates of the Adviser may have financial ownership interests in a Fund creates a potential 

conflict in that it could cause RA Capital to make different investment decisions than if such parties did not 

have such financial ownership interests.  

Future events may give rise to actual and potential conflicts of interest not discussed herein.  
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ITEM 9 – DISCIPLINARY INFORMATION 

On September 16, 2014, without admitting or denying the findings therein, RA Capital consented to the 

entry of an Order issued by the SEC finding that RA Capital violated Rule 105 of Regulation M under the 

Exchange Act (“Rule 105”).  Rule 105 generally provides, subject to certain exceptions, that an entity may 

not participate in a secondary offering of an issuer if the entity has sold short shares of the same issuer 

within the applicable restricted period.  Rule 105 is prophylactic and prohibits covered transactions without 

regard to the short seller’s intent in effectuating the short sale; a violation of the rule does not require 

fraudulent intent. 

 

The order directed that RA Capital cease-and-desist from committing or causing any violations and any 

future violations of Rule 105 and pay disgorgement of $2,646,395.21, pre-judgment interest of $73,394.16, 

and a civil penalty of $904,570.84.  

 

RA Capital submitted payment of all amounts above to the United States Treasury on September 19, 2014 

and has implemented heightened policies and procedures concerning Rule 105 compliance. 

 

RA Capital and Peter Kolchinsky, along with Advisory Clients, were previously involved in private 

litigation arising out of the receipt of alleged short swing profits recoverable under Section 16(b) of the 

Exchange Act.  This litigation was resolved by a final settlement in April 2016. 
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ITEM 10 – OTHER FINANCIAL INDUSTRY  
ACTIVITIES AND AFFILIATIONS 

Neither RA Capital, nor any of its affiliates, is registered or has an application pending to register as a 

broker-dealer or registered representative of a broker-dealer. 

Neither RA Capital, nor any of its affiliates, is registered or has an application pending to register as a 

futures commission merchant, commodity pool operator, commodity trading advisor, or an associated 

person of the foregoing entities. 
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ITEM 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN 

CLIENT TRANSACTIONS, AND PERSONAL TRADING  

RA Capital’s Code of Ethics (the “Code”) is designed to meet the requirements of Rule 204A-1 of the 

Advisers Act.  The Code applies to RA Capital’s Access Persons.  “Access Persons” include, generally, 

any partner, officer, or director of RA Capital and any employee or other supervised person of RA Capital 

who, in relation to Advisory Clients, (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, or has access to such recommendations that are non-public.  All RA Capital 

employees are deemed to be Access Persons.   

 

The Code sets forth a standard of business conduct for RA Capital and requires Access Persons to place the 

interests of Advisory Clients above their own interests and the interests of RA Capital and abide by 

applicable laws and regulations.  Further, Access Persons are required to promptly bring violations of the 

Code to the attention of RA Capital’s Chief Compliance Officer (including any designee, 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 Chief Compliance Officer with a list of their personal 

accounts and an initial holdings report within ten (10) days of becoming an Access Person.  In addition, 

Access Persons must provide annual holdings reports and quarterly transaction reports in accordance with 

Advisers Act Rule 204A-1.  Access Persons are generally not permitted to trade for their personal accounts 

in any securities issued by a company in the healthcare and life sciences sectors, unless the transaction has 

been pre-cleared by the Chief Compliance Officer.  Access Persons are also generally prohibited from 

transacting in any security on RA Capital’s Restricted List.  

 

RA Capital has a material financial interest with respect to fees paid by Advisory Clients.  Management 

fees are payable without regard to the overall success or income earned by Advisory Clients and, therefore, 

may create an incentive on the part of RA Capital to raise or otherwise increase assets under management 

to a higher level than would be the case if RA Capital were receiving a lower or no Management Fee.  

Performance-based allocations or fees may create an incentive for RA Capital to make investments that are 

riskier or more speculative than in the absence of such incentive allocations or fees. 

  

Certain personnel of RA Capital also invest directly in certain of the Funds.  It should be noted that 

investments in the Funds made by such personnel are not subject to the Management Fees or Performance 

Compensation described in Item 5 above.  RA Capital believes that personnel who invest in the Funds have 

interests that are aligned with those of the Fund Investors.  However, such personnel investments create a 

potential conflict in that it could cause RA Capital to make different investment decisions than if such 

personnel did not have such financial ownership interests.  

 

RA Capital addresses these potential conflicts through regular monitoring of the Advisory Client portfolios 

for consistency with the Advisory Client objectives, strategies, and target capacity.  Further, RA Capital 

carefully considers the risks involved in any investments and provides extensive disclosure to the Fund 

Investors regarding the potential risks that come with an investment in the Funds or through a separately 

managed account.  Additionally, a central goal of the personal trading policy, noted above, is to avoid 

conflicts of interest arising from situations where RA Capital or its Access Persons may invest in the same 

or similar securities that RA Capital recommends to its Advisory Clients.  As noted above, the Code requires 

Access Persons to place the interests of Advisory Clients over their own or those of RA Capital, and all 

Access Persons are required to acknowledge their receipt and understanding of the Code. 
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As set forth in Item 5, Research Expenses paid by Advisory Clients to (1)  qualified affiliates of RA Capital, 

and (2) qualified persons who are related to personnel of RA Capital, may give rise to a conflict of interest 

because it may create an incentive for RA Capital to incur a Research Expense that might not be in the best 

interest of Advisory Clients.   

 

RA Capital was formed by Richard H. Aldrich in September 2004.  Mr. Aldrich is a passive minority owner 

of RA Capital and a Fund Investor.  Mr. Aldrich is a co-founder and general partner of another investment 

adviser firm that also invests in private healthcare and life sciences companies, and which may, from time 

to time, invest in the same private company issuers as Advisory Clients. RA Capital imposes limitations on 

communications with Mr. Aldrich to promote the best interest of its Advisory Clients. RA Capital may 

share information about potential co-investments with Mr. Aldrich, in his capacity as a general partner of 

his current firm to the extent RA Capital determines it is in the best interests of its Advisory Clients to do 

so.  
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ITEM 12 – BROKERAGE PRACTICES 

Selection of Broker-Dealers 

RA Capital is authorized by Advisory Clients to select the broker-dealers used to execute trades and to 

negotiate any commissions paid on such transactions.  As such, RA Capital is subject to a duty to seek best 

execution for Advisory Client transactions.  In considering whether to conduct a particular transaction with 

a particular broker-dealer, RA Capital considers quantitative factors (such as price and commission rate), 

but also considers qualitative factors, including, but not limited to (in no order of priority), the broker-

dealer’s financial strength and reputation, expertise as it relates to specific securities (e.g., ability to find 

liquidity in the market while also minimizing market impact), willingness to commit capital, and quality of 

research.  

RA Capital does not participate in any formal soft dollar arrangements whereby it receives research or other 

products or services explicitly in exchange for placing a certain level of Advisory Client transactions with 

a particular broker-dealer.  RA Capital does, however, receive research reports and opportunities to meet 

with management (collectively, “Research”) from broker-dealers that provide services to Advisory Clients. 

The Research falls within the safe harbor created by Section 28(e) of the Exchange Act. 

RA Capital does not believe that Advisory Clients pay more in commissions than they would if RA Capital 

did not receive the Research through broker-dealers. RA Capital’s receipt of Research from a broker-dealer 

creates an incentive for RA Capital to use the services of that broker-dealer to continue to receive the 

Research. Since Advisory Clients pay for research generally, payment for Research through commissions 

does not reduce RA Capital’s expenditures. 

The Research generally benefits all Advisory Clients. 

In selecting broker-dealers for client transactions, RA Capital does not consider whether or not it receives 

client or investor referrals from the broker-dealer. Prime brokers who provide services to the Funds from 

time to time provide RA Capital with “capital introduction” opportunities and other services. RA Capital 

does not make a payment for these services. This creates a conflict of interest because these services that a 

prime broker provides to RA Capital create an incentive for RA Capital to select that prime broker in 

connection with activities of the Funds. See Item 14, Client Referrals and Other Compensation. 

Directed Brokerage 

RA Capital also does not recommend, request, or require that Advisory Clients direct RA Capital to execute 

transactions through a particular broker-dealer and currently there are no directed brokerage arrangements 

with respect to any Advisory Client account.  

Aggregation of Orders 

When the purchase and sale of securities are considered to be in the best interest of more than one Advisory 

Client, orders for the securities to be purchased or sold typically are aggregated in an attempt to obtain best 

execution.  Advisory Client execution prices for identical securities purchased or sold on an aggregate basis 

on behalf of multiple accounts in any one day typically are averaged. If fewer shares are purchased or sold 

than ordered by Advisory Clients, RA Capital allocates among Advisory Clients based on relative order 

size. This typically results in allocation be in proportion to assets under management, but RA Capital may 

consider other relevant factors, such as capital flows and investment strategy, with the result that some 

orders may not be in proportion to relative asset size.   
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ITEM 13 – REVIEW OF ACCOUNTS 

Advisory Client portfolios are reviewed regularly by Portfolio Managers and certain other RA Capital 

personnel.  Such reviews include a review of existing investments, potential investments, investment policy, 

the suitability of the investments used to meet policy objectives, cash availability, and investment 

objectives.  The Portfolio Manager considers, among other things, investment performance, the portfolio’s 

sensitivity to market changes, and whether anything has changed subsequent to an initial investment 

decision that impacts the risk or potential return. 

 

The Fund Investors receive the following: 

 

• monthly performance summaries (unaudited); 

• monthly account statements from the Funds’ Administrator (unaudited); 

• quarterly performance letters (unaudited); 

• annual financial statements (audited); and 

• K-1s (Fund Investors in Funds established as tax partnerships only). 
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ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION 

RA Capital does not pay cash compensation to anyone for introductions to potential (1) investors for a 

Fund, or (2) clients.  However, prime brokers who provide prime brokerage and related services to the 

Funds provide RA Capital with capital introductions from time to time. RA Capital does not pay for those 

services. The prime brokers are not contractually obligated to provide capital introductions to RA Capital 

and those introductions do not result in any additional charge to Advisory Clients. Such introductions create 

a conflict of interest because they are an incentive for RA Capital to select a prime broker that provides 

capital introductions to RA Capital. RA Capital does not consider capital introductions in its selection of 

brokers. See Item 12 / Brokerage Practices / Selection of Broker-Dealers. 
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ITEM 15 – CUSTODY 

RA Capital is deemed to have custody of the Funds’ assets by virtue of its status as the general partner of 

the Master Funds.  RA Capital generally maintains the assets of the Funds in accounts with a “qualified 

custodian,” as defined in Rule 206(4)-2 under the Advisers Act. RA Capital, or the Funds’ administrator, 

provides Fund Investors with audited financial statements for the applicable Fund within one hundred 

twenty (120) days of such Fund’s fiscal year end (i.e., generally by April 30th).   Fund Investors should 

carefully review such statements. 

 

RA Capital routinely purchases privately offered securities and securities evidenced by stock certificates. 

Such investments when owned by a private fund are generally excepted from the requirement that client 

assets be maintained with a qualified custodian.  RA Capital sometimes maintains such securities on behalf 

of the Funds or maintains them with the issuer or the issuers’ transfer agents rather than with a qualified 

custodian.  

 

RA Capital does not have custody of the Account’s assets. 
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ITEM 16 – INVESTMENT DISCRETION 

RA Capital has discretionary authority to manage securities accounts on behalf of the Funds and is 

authorized to enter into transactions for the Funds.  Each Fund’s investment strategy is set forth in detail in 

such Fund’s governing documents.  Healthcare Funds Investors are required to participate in private, side-

pocket investments and must select a percentage (not to be less than 20% and not to exceed 80%) of their 

investment that is eligible for participation in such private, side-pocket investments.  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.  Further, the Fund Investors in Healthcare 

Fund, Nexus Master Fund, and Nexus International Fund must execute a limited partnership agreement that 

contains a power of attorney. 

 

RA Capital also has discretionary authority to manage the Account.  The Account is subject to investment 

objectives, guidelines, and restrictions, and fee arrangements, as well as other terms that are individually 

negotiated and are set forth in the Account’s investment management agreement. 
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ITEM 17 – VOTING CLIENT SECURITIES 

RA Capital accepts the authority to vote the securities of certain Advisory Clients.  In accordance with Rule 

206(4)-6 of the Advisers Act, RA Capital has adopted a written policy which governs its voting of the 

Advisory Client securities.  This policy applies to all proxies that RA Capital receives on behalf of Advisory 

Clients and reflects RA Capital’s intent and obligation to vote (or abstain from voting) proxies in a manner 

which it reasonably believes is in the best interest of Advisory Client(s).  

 

Proxies are provided to a Portfolio Manager (or designee) who, prior to voting any proxies, will determine 

if there are any conflicts of interest related to the proxy in question.  If a potential conflict is identified, the 

Portfolio Manager will inform the Chief Compliance Officer of the details of such proxy and the perceived 

conflict of interest.  The Portfolio Manager and the Chief Compliance Officer together will determine 

whether the conflict is material.  If no material conflict is identified, RA Capital will vote (or abstain from 

voting) the proxy in question in a manner consistent with the best interest of the relevant Advisory Client(s). 

 

If a material conflict is identified by the Portfolio Manager and Chief Compliance Officer, RA Capital may 

seek to mitigate the conflict by appointing a third party to vote the proxy, or vote (or abstain from voting), 

as it reasonably believes is in the best interests of Advisory Clients.  

 

Advisory Clients and the Fund Investors may obtain a copy of RA Capital’s proxy voting policy, as well as 

specific information about how RA Capital has voted proxies in the past, upon written request.  
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ITEM 18 – FINANCIAL INFORMATION 

Not applicable to the Adviser. 

 


