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This Brochure provides information about the qualifications and business practices of 
Techquity Capital Management, LLC (“Adviser” or “the Firm”). If you have any questions about 
the contents of this Brochure, please contact us at the above telephone number or via email 
at mroche@techquitycap.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 the Firm also is available on the SEC’s website at 
www.adviserinfo.sec.gov. Registration of an investment adviser does not imply any level of 
skill or training.
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Item 2 – Material Changes 
 
 

There are no material changes since the Brochure was last filed on March 30, 2021. 
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Item 4 – Advisory Business 
 
Techquity Capital Management, LLC is a Delaware limited liability company that provides 
investment management services to its Clients (as defined below). The Adviser was formed 
in May 2008 and is headquartered in Austin, Texas. The Firm’s principal owners are Abha 
Divine and Mark Roche (“The Principals”). 
 
As of December 31, 2021, the Adviser had regulatory assets under management of 
$356,688,532,  all of which were on a discretionary basis. 
 
The Adviser provides investment advisory services solely to private investment funds (the 
“Fund”, or collectively, the “Funds”) with respect to the acquisition, development and 
commercialization of intellectual property (“IP”) pursuant to operating agreements between 
the Adviser, the Funds and the general partner entities of each Fund (the “GP Entity” or “GP 
Entities”).  For the purposes of this Brochure, “Client” includes the Funds and the underlying 
investors in the Funds, (“Client Investors”), unless otherwise specified. 
 
The Adviser provides investment supervisory services to each Fund pursuant to investment 
management or portfolio management agreements (each a “Governing Document”). The 
advisory services are tailored to achieve the Clients’ investment objectives.    
 
The terms of the advisory services to be provided to a Fund, including any restrictions on 
investments of certain types of securities, are established by the Adviser, as modified by 
negotiations with investors in the applicable Fund, and set forth in such Limited Partnership 
Agreement, Private Placement Memorandum, organizational documents and/or other 
documentation received by each investor prior to the investment in such Fund( the “Offering 
Documents”). Once invested in a Fund, the investors cannot impose restrictions on the types 
of securities in which such Fund may invest. 
 
Much of the disclosure in this brochure is general in nature and, because the Adviser’s clients 
are Funds, is subject to the specific terms and conditions of a Fund’s investment included in the 
Fund’s organizational and Offering Documents. In addition, investors in the Funds are 
generally not clients of the Adviser unless they were to establish a separate advisory 
relationship with the Adviser. 
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   Item 5 – Fees and Compensation 

 
The fees and compensation payable to the Adviser are negotiable and vary among its Clients 
but are generally as follows: 
 
1. Management Fee 
 
With respect to the Funds, the Adviser typically receives a semi-annual asset-based 
management fee calculated as a percentage of each Investor’s capital account, payable in 
advance.  The management fee is generally between 1% and 2%. Management fees are 
typically funded with capital contributions drawn for such purpose. 
 
 2. Performance-based Fees 
 
In addition, the GP Entity typically receives certain allocations and distributions calculated 
and charged based on a share of capital gains on or capital appreciation of the assets of such 
Fund, as negotiated and determined at the time such Fund is established and as set forth in its 
Offering Documents. These allocations and distributions are commonly known as “carried 
interest”. Carried interest is typically paid by the Funds only to the extent net income to the 
Funds exceeds the Fund’s invested capital plus a priority return on the Fund’s investments 
calculated at a rate of 4% or 8% per annum compounded annually (“Priority Return”).  
 
Carried interest distributions generally will be distributed by the Adviser from time to time 
upon the disposition of investments by a Fund and are distributed in accordance with the 
terms of the applicable Governing Document. 
 
Management fees and carried interest distributions are determined by the applicable Offering 
Documents.  However, the Adviser has discretion to reduce or waive Management Fees 
and/or carried interest distributions.  
 
3. Fund Expenses 
 
The Adviser generally is responsible for its own expenses including employees, rent, utilities 
and other similar items. The Funds are typically responsible for all other including: (i) routine 
expenses of the Fund, including legal, auditing, fund administrator, consulting and financing 
fees, and expenses associated with the Fund’s financial statements and tax returns and other 
administrative expenses of the Fund; (ii) all out-of-pocket expenses (including reasonable 
travel expenses) incurred in connection with the acquisition, development, 
commercialization, holding, or disposing of any Investment, including potential acquisitions 
or transactions relating to Investments that are ultimately not made; (iii) all litigation-related 
and indemnification expenses; (iv) all legal and accounting expenses for organizing the Funds 
up to a negotiated amount listed in the Offering Documents; (v) any placement agent expenses 
(provided that the amount of any placement agent expenses shall be offset against the 
Management Fee); (vi) all expenses incurred by the Funds in connection with a defaulting 
limited partner; (vii) all expenses incurred with any restructuring or amendments to the 
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constituent documents of the Funds and related entities (excluding any changes to the 
documents of the General Partner which are solely being made to accommodate concerns or 
modifications that the General Partner alone is requiring); and (viii) all expenses incurred 
with the formation of an alternative investment vehicle or parallel fund (which shall be borne 
solely by limited partners participating in such alternative investment vehicle or parallel 
fund).   
 
The Adviser has the right to perform corporate and other services for the Funds and to receive 
compensation for those services. The Funds will incur brokerage and other transaction costs 
which are more fully discussed in Item 12. 

  
The specific manner in which fees are charged by the Adviser is established in each client’s 
written Governing Document, the terms of which may differ from those described above. The 
Adviser may negotiate a specific fee arrangement with a particular client pursuant to a side 
letter or other account agreement.  
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Item 6 – Performance‐Based Fees and Side‐By‐Side Management 
 
In some cases, including as described in Item 5, the Adviser or its affiliates have entered into 
performance fee arrangements with qualified clients; such fees are subject to individualized 
negotiation with each such client. The Adviser will structure any performance or incentive fee 
arrangement subject to Section 205(a)(1) of the Investment Advisers Act of 1940 (the 
"Advisers Act") in accordance with the available exemptions thereunder, including the 
exemption set forth in Rule 205‐3.  
 
As a fiduciary, the Adviser recognizes that it must treat all its clients fairly and must refrain 
from favoring one Client’s interests (or the Adviser’s interests) ahead of another Client(s). 
Performance‐based fee arrangements may create an incentive for the Adviser to recommend 
investments which may be riskier or more speculative than those which would be 
recommended under a different fee arrangement. Such fee arrangements also create an 
incentive to favor higher fee-paying accounts over other accounts in the allocation of 
investment opportunities. The Adviser attempts to address any material conflicts through full 
and fair disclosure in the applicable Offering Documents and this brochure.  In addition, the 
Adviser has procedures designed to ensure that all clients are treated fairly and equally over 
time, and to prevent this conflict from influencing the allocation of investment opportunities 
among clients.
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Item 7 – Types of Clients 
 

The Adviser provides investment management services to its clients, the Funds. Investors in 
the Funds may include certain qualified individuals, corporate pension and profit‐sharing 
plans, charitable institutions, foundations, endowments, municipalities, private investment 
funds, trust programs, and other U.S. and international institutions. Funds typically have a 
minimum investment amount. This amount, which may vary from Fund to Fund, may be 
waived by the Fund’s General Partner. 
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Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 
 
The Adviser’s investment focuses on acquisition, development, and commercialization of 
intellectual property assets (each intellectual property asset is an “Investment”, collectively 
the “Investments”) (e.g. patents, related software and technology, etc.) across a broad range 
of markets. Such assets are often under-utilized by their owners because they extend beyond 
the current core business or expertise of the owners. The nature of such assets often allows 
them to be deployed in multiple markets and with a variety of firms when effectively managed 
and commercialized. The Adviser acquires assets into the portfolio and then enhances those 
assets through combinations and extensions; the Adviser expects that the Fund will combine 
the security of an asset-based investment with the growth opportunities inherent in market 
delivery of innovation related to the core focus areas of communications, media, and 
computing (“CMC”). 
 
The Adviser’s business operations extend from asset acquisition and development to portfolio 
analysis and valuation to commercialization and execution; each stage is pursued with an eye 
toward positioning the asset(s) for eventual market deployment and commercialization via 
specific transaction models and return profiles. Fundamental to the investment strategy is a 
disciplined and multi-faceted focus on creating value by acquiring high quality assets that 
have the potential for wider deployment and use in the market.   
 
Investing involves risk of loss that clients should be prepared to bear. These investments are 
not suitable for all investors and are intended for sophisticated investors who can accept the 
risks associated with the Adviser’s investment program. Among the risks to be considered are 
the following:  
 
Effective Identification and Exploitation of Investments. Identification and exploitation of 
suitable Investments depends on the ability of the Principals to assess the market and 
economic contribution of acquired Investments; this assessment involves a high degree of 
uncertainty. No assurance can be given that the Principals will be able to locate suitable 
commercialization opportunities for all of the Funds’ Investments. 
 
Long-Term Investments. Even if the investment strategy of the Funds proves successful, it 
is unlikely to produce a realized return to the limited partners for a number of years. 
 
Lack of Portfolio Liquidity. The Funds’ portfolio of Investments will consist of Investments 
in IP. In addition, there can be no assurance that any such Investment will be able to benefit 
from any IP laws or that laws may not change the rights afforded an IP owner. The 
marketability and value of each such Investment will depend upon many factors beyond the 
Adviser’s control. At the time the Funds acquires an Investment, it may lack one or more key 
attributes (e.g., proven technology, marketability, or patent or IP protection) necessary for 
success. There may be no readily available market for the Funds’ Investments, some of which 
will be difficult to value, and the development and commercialization of an Investment by the 
Funds may be prohibited or delayed many years from the date of initial investment for legal 
and/or regulatory reasons. In other cases, the Investments may require a substantial length 
of time to liquidate. Consequently, there is a significant risk that the Funds will be unable to 
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realize its investment objectives by sale or other disposition of its Investments at attractive 
prices, or will otherwise be unable to complete any liquidation strategy with respect to its 
Investments. These risks can be further increased by changes in the financial condition of the 
industry in which such Investment is targeted or business prospects of an Investment, 
changes in national or international economic conditions, and changes in laws, regulations, 
fiscal policies affecting such investment. 
 
Unproven Technology. The Funds may acquire, develop and commercialize Investments 
that have not been scientifically established or do not have proven market application. These 
Investments may not have revenues and may not be profitable. They may require 
considerable additional capital to develop, commercialize and license. Further, the 
technologies and markets for such Investments may not develop as anticipated, even after 
substantial expenditures of capital. 
 
The IP Assets Acquired by the Funds. The Funds may rely on a combination of intellectual 
property rights, contractual rights and technical measures to protect its Investments. There 
can be no assurance that any Investment will not be rendered obsolete or non-competitive by 
new intellectual property or invention, emergence of previously unknown prior art, or lack of 
adequate protection by intellectual property laws. In addition, contractual rights could be 
breached, and the Funds may have inadequate remedies for any breach. If for any of the above 
reasons the Funds’ intellectual property is invalidated or misappropriated, it would harm the 
Funds’ ability to protect and commercialize its Investment.  
 
Dependence upon Patent Rights. Realizations relating to Investments may depend upon the 
existence of valid and enforceable claims of registered and/or issued patents in the U.S. or 
elsewhere throughout the world.  
 
Others may have filed patent applications or received patents that conflict with patents or 
patent applications owned, filed, or licensed by the Funds in connection with an Investment, 
either by identification of an earlier invention date of the same innovation or invention claims 
that could supersede those owned by or licensed to the Funds. In addition, the Funds may not 
be aware of all patents or patent applications that may impact an Investment. Any conflicts 
resulting from third party patent applications and patents could significantly reduce the 
coverage of the Fund’s patents and limit the Fund’s ability to obtain meaningful patent 
protection. 
 
Even if the Fund seeks to maintain, enforce or defend patent rights in connection with an 
Investment, it may not be successful. The failure to successfully maintain, enforce or defend 
such rights would have a material adverse effect on the Fund. The Funds are likely to incur 
substantial litigation costs to assert its interest in an Investment or contractual rights. 
 
Lack of Diversification; Industry Specific Risks. To the extent the Fund concentrates its 
Investments in a particular IP asset class, sector or region, its Investments will become more 
susceptible to fluctuations in value resulting from adverse business or economic conditions 
affecting that particular technologies, sectors or regions. As a consequence, the aggregate 
return of the Fund may be adversely affected by the unfavorable performance of one or a small 
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number of assets, sectors or regions in which the Fund has invested. Moreover, investments 
will be concentrated in the technology industry and are not expected to provide 
diversification across industries. Clients should be aware and seek diversification by including 
other types of investments in their portfolio. 
 
Non-U.S. Investments. The Funds may invest in a number of different countries. Investments 
may be acquired, developed or commercialized in countries or economies which may prove 
unstable. Depending on the country in which an Investment or license is located, there may 
exist the risk of political or social instability and adverse political developments, including 
nationalization, confiscation without fair compensation or war, illiquidity, price volatility, 
market manipulation and different bankruptcy laws and practices. In the case of Investments 
that are not valued in U.S. dollars, any fluctuation in currency exchange rates will affect the 
value of such Investments and the returns ultimately achieved by the Funds. 
 
Business Disruption Due to Pandemics. The success of Clients’ investment strategies could 
be significantly impacted by changing external economic conditions in the United States and 
globally. The stability and sustainability of growth in global economies may be impacted by 
terrorism, acts of war, pandemics or other unforeseen disasters. Changing economic 
conditions could potentially adversely impact the performance and valuation of portfolio 
holdings. In addition, the availability, unavailability, or hindered operation of external credit 
markets, equity markets, and other economic systems may have a significant negative impact 
on portfolio operations and profitability. There can be no assurance that such markets and 
economic systems will be available as anticipated or needed for the Firm to operate and 
manage portfolios successfully. The spread of COVID-19 in 2020 has shown such an ability to 
result in a broad-based economic decline and significant market volatility and continues to 
present material uncertainty and risk with respect to portfolios’ performance and financial 
results. Aside from the broad effects on the economy, the pandemic may also have specific 
implications for the Firm’s operations and activities of its personnel, which can range from 
employees working remotely to more significant impacts such as illness and restrictions on 
non-essential travel. Depending on the length and severity of the pandemic, the Firm is 
prepared to spend the necessary time and attention addressing implications from the 
pandemic, including minimizing its impact on its business, Clients, and/or specific 
investments as relevant. 
 
Laws and regulations of other countries may impose restrictions that are not present in the 
United States. A non-U.S. Investment may require significant government approvals under 
corporate, securities, intellectual property, exchange control, foreign investment and other 
similar laws and may require financing and structuring alternatives that differ significantly 
from those customarily used in the United States. In addition, some governments from time 
to time impose restrictions intended to prevent capital flight, which may, for example, involve 
punitive taxation (including high withholding taxes) on certain transfers or the imposition of 
exchange controls making it difficult or impossible to exchange or repatriate the local 
currency. In addition, the repatriation of currency and other restrictions may make it 
impracticable for the Funds to receive Investment proceeds in U.S. dollars, and therefore 
negatively impact the returns to the funds’ investors. 
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No assurance can be given that a particular political, economic or social climate or that 
particular financial, legal or regulatory risks might not adversely affect an investment by the 
Funds. 
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Item 9 – Disciplinary Information 
 
The Adviser and its management persons have not been a party to any legal or disciplinary 
events that would be material to a client’s or prospective client’s evaluation of its investment 
advisory business or the integrity of its management.  
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Item 10 – Other Financial Industry Activities and Affiliations 
 
In connection with forming the Funds, the Adviser also formed an affiliated general partner 
which receives the compensation described in Item 5. The Adviser maintains a policy 
described in Item 11 to address any actual or potential conflicts of interest arising from its 
management of the Funds or sponsoring the affiliated general partner of the Funds. 
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Item 11 – Code of Ethics, Participation or Interest in Client Transactions and Personal 
Trading 
 
The Adviser has adopted a Code of Ethics (the “Code”) pursuant to Rule 204A-1 under the 
Advisers Act, as amended. Each member, officer, director and employee of The Adviser 
(collectively, “Employees”) is subject to the Code. The Adviser holds its Employees to a high 
standard of integrity and business practices that reflects its fiduciary duty to Clients. In 
serving its Clients, The Adviser strives to avoid conflicts of interest or the appearance of 
conflicts of interest in connection with the personal trading activities of its Employees and 
Client securities transactions. When persons covered by the Code engage in personal 
securities transactions, they must adhere to the following general principles and the Code’s 
specific provisions: (a) at all times the interests of Client must be paramount; (b) personal 
transactions must be conducted in a manner that is consistent with the Code to avoid any 
actual or potential conflict of interest; and (c) no inappropriate advantage should be taken of 
any position of trust and responsibility. Employees covered by the Code have certain trading 
restrictions and reporting obligations of their personal securities transactions. Each 
Employee is provided with a copy of the Code and must certify that he or she has received it 
and has complied with its provisions on an annual basis. In addition, any Employee who 
becomes aware of any potential violation of the Code is obligated to report the potential 
violation to the Chief Compliance Officer.  
 
The Adviser and its affiliates may directly or indirectly own an interest in private investment 
funds, including a Funds managed by the Adviser. The fact that the Adviser, its employees and 
other related persons may have a financial ownership interest in a Funds creates a potential 
conflict which could cause the Firm to make different investment decisions than if they did 
not have a financial ownership interest.  
 
The Adviser has also adopted policies and procedures relating to gifts and entertainment, 
political contributions and other potential material conflicts of interest. The Adviser generally 
will allocate investment opportunities among its various clients on a fair and equitable basis, 
consistent with its fiduciary obligations and the Offering Documents for the relevant fund. 
 
The Adviser and its affiliates, principals and employees may carry on investment activities for 
their own account and for family members that may differ from advice given to, or securities 
recommended or bought for, the Funds or other clients, even though their investment 
objectives may be the same or similar. The Adviser and its affiliates may from time to time 
cause the Funds to enter into transactions and/or arrangements involving actual or potential 
conflicts of interest. The Adviser and its affiliates generally review any such transactions or 
arrangements involving material conflicts of interest and take such actions as they deem 
appropriate or necessary under the circumstances in an attempt to ensure that the overall 
terms of such transactions or arrangements are fair and equitable under the circumstances. 
 
Fund Level Borrowing. From time to time, a Fund managed by the Adviser ,TQ  Delta LLC (“TQ 
Delta”) may, directly or indirectly, borrow funds or enter into other financing arrangements 
to pay expenses (including advisory fees), make or facilitate new or follow-on investments, 
make payments under guarantee, surety or hedging transactions, fund the payment of any 
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withholding or other tax on behalf of or with respect to any investor, cover any shortfall in 
capital contributions resulting from default, excuse or exclusion and make or facilitate timely 
distributions of proceeds from investments that have been subject to disposition.  The 
Adviser refers to these borrowings generally as “fund-level borrowing.” The Offering 
Documents of TQ Delta generally permit the Adviser to borrow for these purposes subject to 
certain exceptions and restrictions.  Typically, TQ Delta enters into one or more credit 
facilities (commonly referred to as “subscription lines”) as credit parties.  In the following 
discussion, the Adviser refers to these collectively as the “credit facility.”  
 
The general partner of the TQ Delta determines the credit facility’s administrative agent, 
lenders and terms (and any amendment, extension, refinancing, replacement or termination 
of the credit facility) without seeking the consent of the Client Investors or the advisory 
committee. Credit facilities typically allow revolving borrowings up to a specified principal 
amount that will be determined based in part on TQ Delta’s capital commitments and the 
creditworthiness of each Fund investor. Lenders may provide TQ Delta varying levels of 
credit, or no credit at all, for different investors, but all TQ Delta investors would generally 
still participate in the benefits and risks associated with a credit facility’s use as described 
below.   
 
Amounts borrowed under the credit facility are generally secured by pledges of our right to 
call capital from, and the right of TQ Delta to receive amounts funded by investors.  The credit 
facility may also be secured by other collateral, including TQ Delta’s investments, and any 
investor claim against TQ Delta would likely be subordinate to TQ Delta’s obligations to the 
credit facility’s creditors.  While TQ Delta is the only vehicle to engage in fund-level 
borrowing, the following discussion assumes that co-investment vehicles also borrow from 
time to time. Utilizing borrowed funds in advance or in lieu of calling capital affords us 
flexibility to manage cash flows to and from the Adviser vehicle’s investors and ease the 
investors’ burden of responding to multiple capital calls. It also allows an Adviser vehicle to 
act more quickly on investment opportunities, since the period of time to draw capital under 
a credit facility is typically shorter than the period required for calling capital from 
investors. However, as discussed below, utilizing borrowed funds involves certain risks and 
conflicts of interest. 
 
Fund-level borrowing gives rise to certain risks and costs. For example, because amounts 
borrowed under a credit facility are typically secured by pledges of our right to call capital 
from the Adviser vehicle’s investors and, in limited circumstances, may also be secured by 
other Adviser vehicle assets, a lender may foreclose on the pledged collateral, including the 
investors’ capital commitments and, only if applicable, the Adviser vehicle’s investments, if 
the Fund fails to repay the amounts borrowed under a credit facility or experiences another 
event of default.  Moreover, any investor claim against the Adviser vehicle would likely be 
subordinate to the Adviser vehicle’s obligations to the credit facility’s creditors.  In addition, 
fund-level borrowing will result in incremental partnership expenses that will be borne by 
the Adviser vehicle’s investors.  
 
As described above, these expenses include interest on the amounts borrowed, unused 
commitment fees on the committed but unfunded portion of the credit facility, an upfront fee 
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for establishing a credit facility and other one-time and recurring fees and/or 
expenses.  Because the credit facility’s interest rate is based in part on the creditworthiness 
of all the Adviser vehicle’s underlying investors and the terms of the applicable Governing 
Documents, it may be higher than the interest rate a single investor could obtain 
individually. To the extent a particular investor’s cost of capital is lower than the Adviser 
vehicle’s cost of borrowing, fund-level borrowing can negatively impact an investor’s overall 
individual financial returns even if it increases the Fund’s reported net returns, as described 
below.  
 
A credit agreement may contain other terms that restrict the activities of the Adviser vehicle 
and the investors or impose additional obligations on them.  For example, the credit facilities 
may impose restrictions on the ability of the Adviser vehicle’s general partner to consent to 
the transfer of an investor’s interest in the Adviser vehicle. In addition, in order to secure the 
credit facility, the Adviser may request certain financial information and other documentation 
from investors to share with lenders.  The Adviser often have significant discretion in 
negotiating the terms of any credit facility and may agree to terms that are not the most 
favorable to one or all investors. Fund-level borrowing involves a number of additional 
risks.  For example, drawing down on a credit facility allows us to fund investments and 
pay  Adviser vehicle expenses without calling capital, potentially for extended periods of time.  
 
Calling a large amount of capital at once to repay the then-current amount outstanding under 
the credit facility could cause liquidity concerns for investors that would not arise had the 
Adviser called smaller amounts of capital incrementally over time as needed by the Adviser 
vehicle. This risk would be heightened for an investor with commitments to other funds that 
employ similar borrowing strategies or with respect to other leveraged assets in its portfolio; 
a single market event could trigger simultaneous capital calls, requiring the investor to meet 
the accumulated, larger capital calls at the same time. The Adviser may also utilize fund-level 
borrowing when the Adviser expects to repay the amount outstanding through means other 
than investor capital, including as a bridge for equity or debt capital at a portfolio company. If 
the Adviser is ultimately unable to repay the borrowings through those other means, 
investors would end up with increased exposure to the underlying investment, which could 
result in greater losses in a declining market. 
 
Incentives to Engage in Fund-Level Borrowing.  The Adviser has incentives to engage in 
fund-level borrowing notwithstanding the expense and risks that accompany it.  For example, 
the Adviser intends to present certain performance metrics, such as certain net internal rates 
of return (IRRs) and net month over months, in the Adviser vehicle’s periodic reports and 
marketing materials for other Adviser vehicles and related funds. These performance metrics 
measure investors’ actual cash outlays to, and returns from, the Adviser vehicle and thus 
depend on the amount and timing of investor capital contributions to the Adviser vehicle 
and Adviser vehicle distributions to investors. To the extent the Adviser vehicle uses 
borrowed funds in advance or in lieu of calling capital, investors make correspondingly later 
or smaller capital contributions. Also, borrowing to facilitate distributions of proceeds from 
an investment enables investors to receive distributions earlier. As a result, the use of 
borrowed funds generally results in the presentation of higher performance metrics than 
simply calling capital, even after accounting for the attendant interest expense.   



 
 

18  

 
Fund-level borrowing can also affect the Priority Return, as well as the carried interest the 
general partner receives, as Priority Return and carried interest generally depend on the 
amount and timing of capital contributions and distributions of proceeds. In particular, the 
Priority Return typically begins to accrue after capital contributions are due (regardless of 
when an Adviser vehicle borrows, makes the relevant investment or pays expenses) and 
ceases to accrue upon return of these capital contributions. Using borrowing to shorten the 
period between calling and returning capital limits the amount of time the Priority Return will 
accrue.   
 
Since an Adviser vehicle generally does not pay Priority Return on funds borrowed in advance 
or in lieu of calling capital, fund-level borrowing will therefore reduce the amount of Priority 
Return to which an Adviser vehicle’s investors would otherwise be entitled had the Adviser 
called capital, and thus could allow the Adviser vehicle’s general partner to receive carried 
interest sooner than it would without borrowing. Similarly, certain Adviser vehicles’ carried 
interest rate is based in part on a net IRR calculation. The net IRR of the Adviser vehicles for 
these purposes also depends on the timing of actual investor capital contributions and not 
of Adviser vehicle’s deployment of capital.  As a result, if the Adviser borrows money in lieu 
of issuing capital calls, the applicable carried interest rate may be higher than it would be had 
the Adviser not used borrowings.  The Adviser therefore have an incentive to cause 
the Adviser vehicle to borrow money for investments and expenses in larger amounts or over 
longer periods of time.  

 

 
 

 

 
  



 
 

19  

Item 12 – Brokerage Practices 

 
The Funds invest primarily in IP interests that are not offered or transacted through a broker 
dealer. In limited circumstances the Funds may invest in publicly-traded or other securities, 
which trades may be entered and executed through one or more broker dealers. In instances 
where the Firm utilizes a broker dealer to transact in such securities, the Firm will ensure best 
execution and take all reasonable steps to obtain the best possible result, taking into account 
price, costs, speed, likelihood of execution and settlement, size, nature or any other 
consideration relevant to the execution of the order. In addition, when the private portfolio 
companies that the Funds invest in become publicly listed, the Funds may utilize broker-
dealers in exiting their investments. 
 
At this time, the Adviser does not engage in “soft dollar” arrangements with broker dealers. 
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Item 13 – Review of Accounts 
 
The Adviser generally monitors the financial and operating progress of the IP assets it invests 
on a current basis against plans and budgets, with more formal reviews as necessary. Such 
reviews will be conducted by one or more of the Adviser’s employees. Funds are audited on a 
yearly basis by a public accountant.   
 
Certain events may require additional reviews. Such events include a changing technology 
landscape, new patents awarded to competitors, changes in IP law or inadequate patent 
protection, or any other shifting economic, market or political conditions. 
 
Investors in the Funds generally receive quarterly and annual reports and annual audited 
financial statements. Each of the Funds’ investors will receive annual audited financial 
statements (prepared in accordance with U.S. GAAP) and unaudited quarterly statements of 
the Funds. Investors in each Fund will receive tax information in connection with the 
preparation of their federal income tax returns. All reports to investors to the Funds are in 
writing. The Adviser may provide additional information to certain investors that are not 
distributed to other investors in a Fund. 
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Item 14 – Client Referrals and Other Compensation 
 
The Adviser receives no economic benefit for providing investment advice or other services to 
the Clients other than the fees payable from the Funds to the Firm as described in the offering 
memorandum of each Fund.  
 
Neither the Firm nor any related person directly or indirectly compensates any person who 
is not a supervised person of the Firm for investor referrals. In the past, the Firm has paid a 
third-party placement agent for investor referrals. The Firm is currently not doing so, but 
may in the future. 
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Item 15 – Custody 
 
While it is the Adviser’s practice not to accept or maintain physical possession of any client 
assets, the Adviser is deemed to have custody of each Fund’s securities and cash for purposes 
of Rule 206(4)-2 of the Advisers Act. 
 
In order to comply with Rule 206(4)-2, the Adviser utilizes the services of a bank and other 
qualified custodians (as defined under Rule 206(4)-2) to hold all cash and securities of the 
Funds (except with respect to privately offered securities). In accordance with Rule 206(4)-2, 
the Adviser also (1) has engaged an independent public auditor to conduct annual audits of 
the Funds, and (2) distributes audited financial statements of the Funds that are prepared in 
accordance with United States generally accepted accounting principles to all investors in the 
Funds within at least 120 days after the end of the fiscal year. Qualified custodians are not 
expected to provide account statements directly to investors in the Funds. 
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Item 16 – Investment Discretion 
 

In accordance with the terms and conditions of the applicable Offering Documents, the 
Adviser generally has discretionary authority to manage each Fund’s investments. 
Accordingly, the Adviser has the authority to determine, without obtaining specific client 
consent but subject to the terms and conditions of the applicable Offering Documents, which 
portfolio and other investment companies to buy or sell and the duration of the holding period 
prior to exiting such investments. Despite this broad authority, the Adviser is committed to 
adhering to the applicable investment strategy and program set forth in each Fund’s Offering 
Documents. 
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Item 17 – Voting Client Securities 
 
In the event that the Adviser is presented with an opportunity to vote a proxy, the Adviser’s 
general policy is to vote proxies in accordance with the best interest of the Funds. The Adviser 
generally intends to vote proxies in line with company management. However, under certain 
circumstances when the Adviser believes that company management’s proposal will not 
maximize value for the Funds, the Adviser intends to vote against company management’s 
recommendations.  
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Item 18 – Financial Information 
 
The Adviser does not require prepayment of Management Fees more than six months in 
advance. 
 
Currently, the Adviser and its affiliates are not aware of any financial condition that is likely 
to impair the Adviser’s ability to meet its contractual obligations and commitments to clients. 
 
The Adviser was not subject of a bankruptcy petition at any time during the past ten years. 
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