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Material Changes 

This brochure, dated March 30, 2024, serves as an update to TowerBrook’s brochure dated 

March 31, 2023. This brochure contains routine annual updates to the prior brochure. 
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Advisory Business 

TowerBrook is an investment management firm founded in March 2005 and organized under the 

laws of the State of Delaware as a limited partnership. The Firm is based in New York and London. 

TowerBrook, together with its related investment manager entities, provides investment advisory 

services to a number of private investment partnerships (each individually, a “Partnership” and, 

collectively, the “Partnerships”). The Partnerships pursue a variety of investment strategies. For 

example, certain Partnerships pursue a “control oriented” private equity strategy, comprising 

buyouts and other control-oriented debt and equity investments (the “PE Partnerships”), certain 

other Partnerships pursue a non-control-oriented structured opportunities strategy, comprising not-

for-control stressed and distressed debt investments and other investments in equity or assets where 

control-oriented private equity attributes may not apply (the “TSO Partnerships”), and certain other 

Partnerships pursue non-control and control investments in purpose-driven, mid-sized companies 

whose business models seek to have a direct and measurable social and environmental benefit (the 

“Delta Partnerships”). The Firm also serves as an investment manager to various co-investment 

vehicles structured to facilitate investments by third party co-investors alongside the Partnerships 

(“Co-Investment Vehicle Clients”, and together with the “Partnerships”, each a “Client”).  As of 

December 31, 2023, TowerBrook managed in excess of $18.7 billion of regulatory assets under 

management on a discretionary basis on behalf of the Clients. 
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TowerBrook’s general partner and principal owner is TowerBrook Capital Partners, LLC, a 

Delaware limited liability company (the “Ultimate GP”) that is substantially owned by Neal 

Moszkowski and Ramez Sousou (the “Co-Chairs”).  TowerBrook and the Ultimate GP are led by 

TowerBrook’s Management Committee (the “Management Committee”), which is co-chaired by 

the Co-Chairs, and whose other members include TowerBrook’s Co-Chief Executive Officers 

Jonathan Bilzin and Karim Saddi (the “Co-CEOs”), and TowerBrook Managing Directors Filippo 

Cardini, Jennifer Glassman, and Gordon Holmes. 

Affiliates of TowerBrook serve as the general partners and direct investment managers of the 

Partnerships and Co-Investment Vehicle Clients; however, the investment management duties and 

responsibilities are performed by TowerBrook through investment advisory agreements. For a list 

of the Partnerships, Co-Investment Vehicle Clients and TowerBrook’s affiliated entities that serve 

as general partners and direct investment managers of existing Partnerships, Co-Investment 

Vehicle Clients and liquidating trusts, please refer to the table in the “Other Financial Industry 

Activities and Affiliations” section below. 

TowerBrook and its affiliated investment managers provide investment advice to the Partnerships 

and not individually to the limited partners of the Partnerships. As investment advisers, 

TowerBrook and its affiliated investment managers are primarily responsible for identifying 

investment opportunities for the Partnerships, effecting all investment transactions, monitoring and 

evaluating the Partnerships’ investments and making recommendations regarding the purchase 

and/or sale of investments. The assets of each Partnership are managed in accordance with the 

terms of the Governing Documents (as defined below) applicable to such Partnership. Limited 

Partners may not impose any investment restrictions on the Partnership in which they invest. 

The Firm may from time to time, consistent with the terms of the Governing Documents of the 

Partnerships, pursue, on behalf of clients other than the Partnerships, various investment strategies 

and lines of business that vary from those pursued on behalf of the Partnerships. 

The Firm does not participate in any wrap fee programs. 

Fees and Compensation 

Each Partnership is governed by a limited partnership agreement (“LPA” and, together with any 

applicable private placement memoranda and other offering and/or organizational documents, the 

“Governing Documents”) that sets forth in detail the fee structure relevant to such Partnership. The 

terms of the Governing Documents are generally established during the fundraising period of the 

applicable Partnership. 

Pursuant to a Partnership’s LPA, an affiliate of TowerBrook may be entitled to compensation for 

its services in the form of an annual management fee payable quarterly in advance by the 

Partnership. The management fees payable by the Partnerships vary, but are generally based on 

either (i) during the investment period, a percentage of the Partnership’s capital commitments, and 

thereafter based on a percentage of capital invested, or (ii) during the life of the Partnership, a 

percentage of its capital invested. As of the date of this brochure, the maximum asset-based 

management fee payable by a Partnership is based on a rate of 2.0% per year of capital 

commitments.  
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Certain of the Governing Documents provide that a Partnership’s management fees will be 

calculated and charged on a basis that generally is not tied to the Fund’s then-current net asset 

value. As further specified in the Governing Documents, from the effective date of the relevant 

Partnership until a date specified in the Governing Documents (generally representing the earlier 

of the end of the Partnership’s defined investment period and the date the relevant General Partner 

(or an affiliate thereof) first begins receiving or accruing management fees from another 

Partnership meeting certain criteria) (the “Stepdown Date”), management fees generally will be 

charged based on a formula tied to the amount of the relevant Partnership’s aggregate 

Commitments. Further, after the Stepdown Date, management fees generally will be charged and 

calculated based on a formula tied to the amount of investment contributions made by the relevant 

Partnership that have not been realized (as reduced by the amount by which any investments have 

been written down). 

As a result, the amount of management fees generally will not correspond with fluctuations in the 

Partnership’s net asset value, including following the investment period, and will not be reduced 

in connection with any write downs, except in the case of investments permanently written down) 

or completely written off for U.S. federal income tax purposes. Except where the Governing 

Documents expressly provide to the contrary, management fees will not be reduced (in whole or 

in part) in the case of partial distributions or partial sales of investments or in circumstances where 

the relevant Partnership(s) divest a credit investment in the relevant portfolio company, whether 

in whole or in part. 

In many circumstances, the fair value component of such post-Stepdown Date management fees 

will include capitalized transaction-specific expenses of unrealized investments. Further, 

management fees generally will not be reimbursed or refunded under the Governing Documents 

in the event of realizations, dispositions or partial write-downs that occur partway through the 

relevant calculation period.  

The Governing Documents set forth the full list of terms under which management fees will be 

reduced, offset or otherwise be limited, and consequently investors should expect to bear the full 

specified management fee rate in the Governing Documents until they are reduced in the 

circumstances and on the date(s) specified therein. 

TowerBrook affiliates, in their roles as general partners of certain Partnerships, are eligible to 

receive a performance-based profit allocation, or carried interest, with respect to realized 

investments, which is generally determined as a percentage of profits derived from the disposition 

of investments (after taking into account fees, costs and expenses of the Partnership, including 

management fees, and following a preferred return to limited partners). If the performance-based 

carried interest results in an over distribution of the agreed upon amount of carried interest to a 

Partnership’s general partner, the general partner is generally subject to an after-tax “claw back” 

arrangement. As of the date of this brochure, the maximum carried interest allocable to a general 

partner of a Partnership is 20% of the profits derived from the disposition of investments (after 

taking into account fees, costs and expenses of the Partnership, including management fees, and 

following a preferred return to limited partners of up to 8% per annum).  

TowerBrook also has received, and reserves the right to receive, transaction fees, origination fees, 

monitoring fees, advisory fees, consulting fees, break-up fees, services fees, director fees and 
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similar fees from a Partnership’s portfolio companies or portfolio holding companies, and break-

up fees associated with investment opportunities that are not consummated (collectively, “Other 

Fees”). With respect to Partnerships that currently pay management fees to TowerBrook (or its 

affiliates), a percentage of the Other Fees (net of fees, costs and expenses) is applied to reduce the 

management fees, if any, payable by the management fee-bearing limited partners of such 

Partnership. Further, for those Partnerships that currently pay management fees, the Other Fees 

that reduce the management fee are limited to the extent of a Partnership’s proportionate interest 

(or intended proportionate interest) in the applicable portfolio company. The types of fees that 

constitute Other Fees may vary among the Partnerships. Detailed information regarding the types 

and amounts of Other Fees that may offset the management fees otherwise payable by a 

Partnership, and the mechanics and percentage for such offset, is provided in the Governing 

Documents of such Partnership. Other Fees do not include (a) compensation due to members of 

TowerBrook’s Delta Advisory Board, MAB or SAB (each as defined below) or other consultants, 

in each case, who serve on the boards of directors of portfolio companies of the Partnerships or 

otherwise provide services to the Partnerships or portfolio companies or (b) underwriting fees, 

placement commissions, or other compensation payable to TowerBrook Financial (as defined 

below) in respect of services rendered to portfolio companies of the Partnerships. Any such 

payments described in the preceding sentence, or payments that are otherwise excluded from Other 

Fees and retained by TowerBrook and/or its affiliates will not offset or reduce the management 

fee. 

In addition to management fees and performance-based carried interest as described above, the 

Partnerships pay or reimburse TowerBrook and/or its affiliated parties for certain fees, costs and 

expenses. Those fees, costs and expenses will vary from Partnership to Partnership, but typically 

will include, without limitation: (i) all reasonable legal and other organizational and offering fees, 

costs and expenses incurred in connection with the formation of a particular Partnership and related 

entities (including the general partner and the investment manager) and the offering of the limited 

partner interests in a Partnership; (ii) fees, costs and expenses of counsel, accountants and 

consultants for a Partnership and related entities; (iii) reasonable costs of the Firm’s hosting of 

meetings with existing or prospective investors; (iv) travel-related fees, costs and expenses 

(including transportation, meal, entertainment and lodging fees, costs and expenses) of personnel 

of a Partnership and related entities and each of their respective advisors (which may include travel 

by way of private or non-commercial planes at rates not in excess of commercial rates for first 

class or business class travel), and other expenses, in each case, incurred in connection with the 

formation of a Partnership and related entities, the preparation of the Governing Documents, 

compliance with applicable laws or regulations and the offering of interests in a Partnership, 

including fees, costs and expenses incurred in connection with the offering of limited partner 

interests in accordance with the Alternative Investment Fund Managers Directive (“AIFMD”) 

(including any fees, costs and expenses incurred in connection with the formation and marketing 

of a parallel fund or feeder fund that is an alternative investment fund within the meaning of the 

AIFMD), other national private placement regimes, expenses related to complying with the 

reporting requirements of AEOI (as defined below) and certain regulations and other 

administrative guidance thereunder and, in each case, similar regulations and administrative 

requirements in other jurisdictions, and printing costs (organizational expenses will not include 

placement fees or expenses related to entering, negotiating and complying with side letters or most 

favored nations processes associated with side letters); (v) fees, costs and expenses incurred in 

connection with the discovery, evaluation, impact assessment, structuring, acquisition, disposition, 
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holding, hedging, monitoring (including impact monitoring), portfolio and risk management, 

financing, licensing, operating, taking public or private or disposition of investments (whether or 

not consummated), including, without limitation, private placement fees (other than fees paid to 

TowerBrook Financial), sales commissions, appraisal fees, costs and expenses, taxes, brokerage 

fees, costs and expenses (including those of prime brokers) (see “Brokerage Practices” on page 37 

below), depositary fees, underwriting commissions and discounts, shipping costs, investment 

sourcing database licenses and fees, mobile device and conference call service fees, costs and 

expenses, syndication, solicitation, arranger, clearing, settlement and bank charges, other fees, 

costs and expenses in respect of derivative contracts (including any payments under, and any 

margin expenses relating to, such derivative contracts or any posting of margin or collateral with 

respect to such derivative contracts), and legal, accounting, investment banking, advisory, 

consulting, information services and professional fees, costs and expenses (which reimbursement 

in respect of professional fees may include payments to affiliates of TowerBrook); (vi) travel-

related fees, costs and expenses (including transportation, meal, entertainment and lodging fees, 

costs and expenses) related to or arising from the sourcing, discovery, evaluation, impact 

assessment, acquisition, holding, hedging, monitoring (including impact monitoring), portfolio 

and risk management, financing, licensing, operating, taking public or private or disposition of 

investments, including potential investments (which may include travel by way of private or non-

commercial planes at rates not in excess of commercial rates for first class or business class travel); 

(vii) fees, costs and expenses incurred in connection with the carrying, hedging, or management 

of investments, including custodial, depositary, actuarial, trustee, transfer agent, accounting, 

record keeping and other administration fees, costs and expenses, as well as portfolio accounting 

and reporting system licenses and fees, costs and expenses (including internal costs that the Firm 

may incur to produce a Partnership’s books and records), portfolio company reporting system 

licenses and fees, costs and expenses, and performance management system licenses and fees; 

(viii) fees, costs and expenses incurred in connection with any market data, relevant news or third-

party research services and related terminals for the delivery of such services; (ix) fees, costs and 

expenses incurred in connection with the preparation and distribution of a Partnership’s reports 

and financial statements, tax returns, K-1s (or similar schedules) and other communications with 

the partners of a Partnership and the limited partner advisory board  (each, an “Advisory Board”) 

of a Partnership, including fees, costs and expenses incurred in connection with (A) purchasing, 

licensing or leasing computer software systems and hardware for such uses, (B) providing the 

partners of a Partnership access to a database or other forum hosted on a website designated by a 

Partnership, (C) fees, costs and expenses incurred with investor webcasts, (D) representation by 

the partnership representative as defined in the partnership agreement of a Partnership and (E) 

preparation of any reports for, and for information requests of, one or more limited partners of a 

Partnership; (x) fees, costs and expenses of any third party administrator hired to provide fund 

administration services to a Partnership (including, for the avoidance of doubt, without limitation, 

the establishment and maintenance of an online platform to process investor subscriptions or other 

transactions); (xi) fees, costs and expenses incurred in connection with the valuation of assets of a 

Partnership, including with respect to the acquisition, implementation, onboarding and ongoing 

use of valuation software; (xii) attorneys’ and accountants’ fees, costs, expenses and disbursements 

(including allocable compensation for in-house attorneys employed by the Firm or its affiliate); 

(xiii) taxes and other governmental charges levied against a Partnership (including under the 

Bipartisan Budget Act of 2015); (xiv) insurance premiums and deductibles and expenses, including 

for errors, omissions, fidelity, crime, general partner liability, directors’ and officers’ liability 
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policies; regulatory, legal, and litigation fees, costs and expenses, and damages, including 

regulatory expenses of TowerBrook and its affiliates (including affiliates that perform sub-

advisory services to a Partnership) incurred in connection with the operation of a Partnership and 

any investment (including fees, costs and expenses related to (A) the preparation and filing of 

Form PF and other similar U.S. and non-U.S. regulatory filings, (B) complying with the AIFMD 

and other national private placement regimes, fees, costs and “world sky” regulations (including 

amounts paid to locally licensed intermediaries, distributors or similar service providers that the 

General Partner determines are necessary for compliance with laws and regulations governing the 

offer and sale of a Partnership interests in any jurisdiction), (C) complying with the reporting 

requirements of Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986, as 

amended (“AEOI”), (D) complying with Regulation (EU) 2019/2088 of the European Parliament 

and of the Council of 27 November 2019 on sustainability-related disclosures in the financial 

services sector (“SFDR”), the EU Taxonomy Regulation and any other regulations relating to 

environmental, social and governance (“ESG”) matters that may come into effect, (E) complying 

with the General Data Protection Regulation and similar data protection or privacy regulations in 

any jurisdiction and (F) complying with similar regulations and administrative requirements in 

other jurisdictions); (xv) fees, costs and expenses incurred in connection with any litigation or 

government inquiry, investigation, examination or proceeding involving a Partnership or any of 

its investors or investments, including the amount of any judgment, settlements or fines; (xvi) fees, 

costs and expenses associated with maintaining a Partnership and any of its subsidiary entities, 

including fees, costs and expenses incurred in connection with the organization, operation and 

restructuring of such subsidiary entities; (xvii) interest on, and fees, costs and expenses arising out 

of, a Partnership’s borrowings, investment guarantees, the incurrence of leverage and indebtedness 

(including guarantees), including derivatives and swaps (including the fees, costs and expenses 

incurred in obtaining lines of credit, loan commitments and letters of credit for the account of a 

Partnership); (xviii) fees, costs and expenses incurred in connection with the dissolution, winding 

up or liquidation of a Partnership; (xix) fees, costs and expenses relating to defaults by partners of 

a Partnership in the payment of any capital contributions but only to the extent not borne by the 

defaulting partners; (xx) out-of-pocket fees, costs and expenses for transactions that are not 

consummated; (xxi) fees, costs and expenses incurred in connection with any restructuring or 

amendments to the constituent documents of a Partnership and related entities (including 

alternative investment vehicles and special purpose investment vehicles) (whether or not 

consummated); (xxii) fees, costs and expenses relating to transfers of partnership interests (and 

admission of a substitute partner) or a permitted withdrawal of a Partner (but only to the extent not 

paid or otherwise borne by the relevant transferring Partners of a Partnership and/or the assignee 

or the withdrawing Partner, as applicable); (xxiii) fees, costs and expenses incurred in connection 

with the formation, operation, refinancing, recapitalizing and restructuring of any alternative 

investment vehicles or special purpose investment vehicles to the extent permitted under a 

Partnership’s Governing Documents; (xxiv) fees, costs and expenses incurred in connection with 

any amendments, modifications, revisions or restatements to the constituent documents of a 

Partnership, Partnership related entities or any special purpose investment vehicles; (xxv) fees, 

costs and expenses incurred in connection with any indemnification obligations of a Partnership; 

(xxvi) fees, costs and expenses incurred in connection with distributions to the Partners of a 

Partnership; (xxvii) fees, costs and expenses incurred in connection with any meetings of 

Partner(s) of a Partnership called by the general partner of a Partnership; (xxviii) fees, costs and 

expenses incurred in connection with any meetings of the Advisory Board of a Partnership called 
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by the general partner of a Partnership; (xxix) reasonable out-of-pocket expenses incurred by the 

members of the Advisory Board of a Partnership in connection with the fulfillment of their duties 

pursuant to the Governing Documents of a Partnership (including transportation, meal, 

entertainment and lodging expenses); (xxx) fees, costs and expenses incurred in connection with 

annual meetings called by the general partner of a Partnership for the chief executive officers, chief 

financial officers, chief marketing officers, chief information officers and other senior managers 

of a Partnership’s portfolio companies; (xxxi) expenses incurred in connection with any meetings 

of TowerBrook’s Senior Advisory Board (“SAB”), TowerBrook’s Management Advisory Board 

(“MAB”), and/or TowerBrook’s Delta Advisory Board (“Delta Advisory Board”) in each case, 

called by a Partnership’s general partner (including transportation, meal, entertainment and 

lodging expenses), including expenses incurred by the partners and employees of TowerBrook and 

TowerBrook Capital Partners (U.K.) LLP (“TCP UK”) and members of the Delta Advisory Board, 

the SAB and the MAB in connection with attending such meetings; (xxxii) compensation and other 

similar expenses (including retainers) of consultants (including industry executives, advisors, 

research consultants, sourcing consultants, procurement firms, expert networks, operating 

executives, subject matter and industry and regulatory experts or other persons acting in a similar 

capacity) who provide services (including impact assessment, impact diligence, impact monitoring 

and ESG assurance services) to a Partnership or its portfolio companies (including with respect to 

potential portfolio investments), expenses incurred in connection with engaging and recruiting 

consultants for the recruitment of potential members of the Delta Advisory Board, the MAB and 

the SAB and, to the extent not borne by the applicable portfolio company, expenses incurred in 

connection with engaging and recruiting consultants for the recruitment of portfolio company 

board members and other executives, in each case, whether or not such persons are engaged by a 

Partnership and/or its affiliates in an exclusive or non-exclusive capacity; (xxxiii) fees, costs and 

expenses incurred in connection with talent management platforms related to portfolio companies, 

the Delta Advisory Board, the MAB and the SAB; (xxxiv) a Partnership’s proportionate share of 

fees payable by TowerBrook to members of the Delta Advisory Board, the MAB and the SAB, 

but not including the compensation of any of the Firm’s senior advisors on the Partnership’s 

investment committee (subject to any applicable caps on such fees pursuant to a Partnership’s 

LPA); however, any such caps will not apply to any fees, costs or expenses incurred by members 

of the MAB or SAB in performing services (such as, without limitation, transportation, meal, 

entertainment and lodging expenses, which will be reimbursable by the Partnership) and any 

compensation payable to members of the MAB or SAB that is borne by or allocable to a given 

portfolio company and not borne directly by a Partnership; (xxxv) fees, costs and expenses 

incurred in connection with transfers of interests by partners of a Partnership that are not otherwise 

borne by the applicable transferor or transferee; (xxxvi) fees, costs and expenses incurred in 

connection with negotiating and entering into and compliance with, side letters and the most 

favored nations processes associated therewith; (xxxvii) fees, costs and expenses incurred in 

connection with the formation, maintenance, operation, administration and liquidation of any 

entities through which a Partnership makes, holds or manages investments, including (A) rent, 

employee costs, office expenses and administrator fees incurred with respect to tax planning and 

tax compliance for such entities and (B) without duplication, if the Firm or TCP UK  establishes 

any subsidiaries to manage such entities, the allocable rent and other overhead of such subsidiaries; 

and (xxxix) fees, costs and expenses incurred in connection with any activities with respect to 

protecting the confidential or non-public nature of any information or data (including any costs 

and expenses incurred in connection with Section 552(a) of Title 5, United States Code (commonly 
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known as the “Freedom of Information Act”), any state public records access laws, any state or 

other jurisdiction’s laws similar in intent or effect to the Freedom of Information Act or any other 

similar statutory or regulatory requirement that might result in the public disclosure of confidential 

information whether currently in force or enacted in the future; (xxxx) fees, costs and expenses 

incurred in connection with providing for any alternative transaction structure which achieves a 

similar economic result for the limited partners of a Partnership (each, a “Liquidity Transaction”), 

any tender offer for limited partner interests in a Partnership or other secondary transaction led by 

a Partnership’s general partner, in each case, whether or not consummated; (xxxxi) expenses 

incurred in connection with any restructuring (including in connection with a Liquidity 

Transaction), redomicilation or reorganization of a Partnership and related entities, whether or not 

constituted, including associated amendments to the constituent documents of such entities; and 

(xxxxii) to the extent agreed by a Partnership’s general partner in its sole discretion, all 

organizational expenses and similar operating expenses of a limited partner of the Partnership that 

is sponsored or managed by a placement agent, investment bank or any affiliate thereof; and 

(xxxxiii) any other fees, costs and expenses permitted by a Partnership’s Governing Documents. 

This list is not intended to be exhaustive; prospective and existing limited partners are advised to 

review the applicable Partnership’s Governing Documents for a more extensive description of the 

fees, costs and expenses associated with an investment in the Partnerships. 

Certain types of fees, costs and expenses that are borne directly or indirectly by a Client can overlap 

with or include fees, costs and expenses costs associated with regulatory compliance obligations 

of TowerBrook.  For example, the Governing Documents of a Client typically require the 

preparation and distribution of audited annual financial statements, the cost of which is borne by 

the Client, even though this contractual requirement also serves as a means for TowerBrook to 

comply with requirements that are applicable to TowerBrook under SEC rules relating to the 

custody of client assets.  Similarly, a Client can be expected to bear organizational and offering 

fees, costs and expenses that include fees, costs and expenses incurred by TowerBrook to comply 

with regulatory standards relating to, among other things, “advertisements” and other 

communications with prospective investors under SEC rules.  These and other direct or indirect 

fees, expenses and costs generally will be allocated to a Client to the extent permitted by the 

relevant Governing Documents, even though the underlying requirement or activity associated 

with such fees, expenses or costs may relate, in whole or in part, to requirements that, from a legal 

or regulatory perspective, are applicable to TowerBrook, rather than to the Client or a portfolio 

investment. 

As further described herein and in the applicable Governing Documents of each Partnership, it is 

TowerBrook’s practice to use or retain certain consultants (including entities formed for the benefit 

of such persons and/or to facilitate the provisions of their services) to provide services to (or with 

respect to) one or more Partnerships or certain current or prospective portfolio companies in which 

one or more Partnerships invest. Such consultants may provide services in relation to the 

identification, acquisition, holding, improvement and disposition of portfolio companies, 

including operational aspects of such companies. In certain circumstances, these services also 

include serving in management or policy-making positions for portfolio companies. Consultants 

receive compensation, including but not limited to cash fees, retainers, transaction fees, profits or 

equity interests in a portfolio company, profits or equity interests in one or more Partnerships, Co-

Investment Vehicle Clients, or general partners, remuneration from TowerBrook and/or its 

Partnerships or affiliates or other compensation, which typically is determined according to one or 
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more methods, including the value of the time (including an allocation for overhead and other 

fixed costs) of such consultants, a percentage of the value of the portfolio company at the time of 

investment, a percentage of the capital invested in such portfolio company by the Partnership, 

amounts charged by other providers for comparable services, the degree to which the Consultant 

contributed to the sourcing, evaluation or execution of the applicable investments, and/or a 

percentage of cash flows from such company. Consultants also generally will be reimbursed for 

certain travel and other costs in connection with their services. As described above, no such 

amounts will offset the management fee. The use of consultants subjects TowerBrook to conflicts 

of interest, as discussed under “Conflicts of Interest,” below. 

As noted above, the Partnerships pay or reimburse TowerBrook or its affiliates for insurance 

premiums and expenses, including without limitation, for errors, omissions, fidelity, crime, general 

partner liability, directors’ and officers’ liability policies, however, a portion of such insurance 

premiums and expenses which are deemed to benefit TowerBrook are borne by TowerBrook. 

To the extent that any operating expenses are incurred for the benefit of a Partnership and any 

other pooled investment vehicle or account managed or advised by the Firm, such operating 

expenses will generally be borne by each benefiting vehicle on a pro rata basis or in such other 

manner as the general partner determines in good faith to be reasonable. The Firm may from time 

to time consult with outside accounting and legal professionals or the Advisory Board of a 

Partnership in making determinations with respect to the allocation of fees, costs or expenses and 

the Firm may rely on such advice in allocating expenses. 

In certain circumstances, one Partnership may pay an expense common to multiple Partnerships 

(including, without limitation, legal expenses for a transaction in which all such Partnerships 

participate, or other fees or expenses in connection with services the benefit of which are received 

by other Partnerships over time), and be reimbursed by the other Partnerships for their share of 

such expense, without interest. While TowerBrook believes such circumstances to be highly 

unlikely, it is possible that one of the other Partnerships could default on its obligation to reimburse 

the paying Partnership. In certain circumstances, TowerBrook may advance amounts related to the 

foregoing and receive reimbursement from the Partnerships to which such expenses relate. 

With respect to costs associated with TowerBrook’s retention of service providers to Clients or 

portfolio investments, while TowerBrook may, in its discretion (subject to a Client’s Governing 

Documents) seek to obtain benchmarking data regarding the rates charged or quoted by other third 

parties for similar services, TowerBrook generally is under no obligation to do so.  In the event 

that TowerBrook does undertake to benchmark the cost of services, relevant comparisons may not 

be available for a number of reasons, including, without limitation, as a result of a lack of a 

substantial market of providers or users of such services or the confidential or bespoke nature of 

such services.  In addition, benchmarking data, to the extent available, often is based on general 

market and broad industry overviews, rather than determined on a provide-by-provider or asset-

by-asset basis.  As a result, benchmarking data typically does not take into account specific 

characteristics of individual assets then owned or to be acquired by a Client (such as size or 

location), or the particular characteristics of services provided or differentiations in the quality of 

service (such as reliability, speed of execution, degree of specialization or experience of the service 

provider).  For these reasons, such market comparisons may not result in precise market terms for 

comparable services, and the fact that one service or service provider may be “comparable” to 
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another, or lower in cost, does not limit TowerBrook from choosing a different and/or higher cost 

service provider in the event that TowerBrook believes doing so can be expected to result in 

services that are of higher quality or otherwise better suited to the identified need.  In many 

circumstances, TowerBrook can be expected to determine that third-party benchmarking is 

unnecessary, for example because in TowerBrook’s view no comparable service provider offers 

such good or service (or an insufficient number of comparable service providers for a reasonable 

comparison exists), or because TowerBrook has access to adequate information (including from 

service providers to TowerBrook, its Clients or portfolio investments) or otherwise believes that it 

has sufficient experience to select a service provider without reference to third-party 

benchmarking. 

Investment vehicles owned by TowerBrook investment professionals, employees and related 

persons invest in certain Partnerships. Such persons, as well as certain co-investors and unrelated 

persons, may not pay management fees and/or be subject to performance based carried interest in 

connection with their investment in the Partnerships. In addition, certain special purpose 

partnerships that invest alongside other Partnerships in certain investments do not pay management 

fees and are not subject to performance based carried interest in connection with their investment 

in such special purpose partnerships, but generally do receive an allocation of expenses. 

The general partner of a Partnership has the right to, in its sole discretion, call capital for 

management fees and other expenses or pay such fees and expenses out of a Partnership’s current 

income and proceeds from disposition of investments. 

If any limited partner is participating in a co-investment alongside a Partnership (a “Co-Investor”), 

such Co-Investor will typically bear its pro rata share of fees, costs and expenses related to the 

sourcing, monitoring, investigation, development, acquisition or consummation, ownership, 

maintenance, hedging and disposition of the underlying co-investments. In the event that a Co-

Investor participates in a co-investment through a Co-Investment Vehicle Client, the Co-Investor 

will generally bear its pro rata share of the aggregate organizational costs and expenses of such 

Co-Investment Vehicle Client, unless such organizational costs and expenses (and related 

transaction costs of the relevant investment) are borne by the portfolio company in which the 

applicable Partnership and such Co-Investment Vehicle Client invest. With respect to a co-

investment opportunity, TowerBrook generally endeavors to have each Co-Investor agree at the 

time it makes a binding commitment to participate in an investment to be responsible for its 

pro rata share of any fees, costs and expenses relating to such co-investment opportunity should 

the investment not be completed (a “Broken Deal”), though often a Co-Investor will not agree to 

be responsible for any such fees, costs or expenses. In the event of a Broken Deal, all fees, costs 

and expenses relating to such Broken Deal generally are allocated as follows: (i) to the extent a 

Co-Investor has agreed to be responsible for its pro rata share of any fees, costs and expenses 

related to the Broken Deal, to the Co-Investor; (ii) to the extent a Co-Investor has not agreed to be 

responsible for its pro rata share of any fees, costs and expenses related to the Broken Deal, to the 

Partnerships on whose behalf TowerBrook evaluated and pursued the Broken Deal to the extent 

consistent with the terms of the Governing Documents of such Partnerships; and (iii) to the extent 

that fees, costs and expenses relating to a Broken Deal are not allocated to a Co-Investor or a 

Partnership pursuant to the foregoing clauses (i) and (ii), to TowerBrook. TowerBrook or any of 

its affiliates may (or may not) in their discretion (a) charge performance based carried interest, 

management fees or other similar fees to Co-Investors and (b) collect customary fees in connection 
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with actual or contemplated portfolio investments that are the subject of such co-investment 

arrangements (such as fees that may be considered Other Fees under a Partnership’s LPA). Any 

such carried interest, management fees or other similar or customary fees that are allocable to the 

investment of Co-Investors will not constitute Other Fees and will not reduce the management fees 

otherwise payable by the applicable Partnership(s) alongside which such Co-Investors are 

investing in the underlying investment.  

Neither TowerBrook nor any of its supervised persons accepts compensation (e.g., brokerage 

commissions) for the sale of securities or other investment products. 

Investment funds managed by Dyal IV Advisors LLC, a relying adviser of Dyal Advisors LLC, 

(together, “Dyal”) (each a subsidiary of Blue Owl Capital Inc.) hold in aggregate a 15.152% 

minority equity interest in the Firm. This interest entitles Dyal to participate in the net fee income 

and carried interest from certain Partnerships managed or advised by the Firm, including 15.152% 

of the net fee income and 7.576% of the carried interest attributable to such Partnership. Dyal does 

not participate in the investment process or the day-to-day management of the Firm, but has certain 

minority rights in respect of entities that indirectly hold interests in the general partners and the 

investment managers of the Firm’s Partnerships, including the right to receive certain performance 

information related to the Firm’s Partnerships. Affiliates of Dyal are, and may become in the 

future, limited partners in certain of the Firm’s Partnerships and/or co-invest in certain investments 

made by the Firm’s Partnerships. 

Certain affiliates of Wafra Strategic Investors L.P. (“WSI”) hold in aggregate a 8.485% minority 

equity interest in the Firm. This interest entitles WSI to participate in the net fee income and carried 

interest from certain Partnerships managed or advised by the Firm, including 8.485% of the net 

fee income and 4.242% of the carried interest attributable to such Partnership. WSI does not 

participate in the investment process or the day-to-day management of the Firm, but has certain 

minority rights in respect of entities that indirectly hold interests in the general partners and the 

investment managers of the Firm’s Partnerships, including the right to receive certain performance 

information related to the Firm’s Partnerships. Affiliates of WSI are, and may become in the future, 

limited partners in certain of the Firm’s Partnerships and/or co-invest in certain investments made 

by the Firm’s Partnerships. 

TowerBrook has retained LeverPoint Management, LLC (dba Ultimus LeverPoint Private Fund 

Solutions (“LeverPoint”)) to provide certain services for the Partnerships, the cost of which are 

borne by the Partnerships. Functions provided by LeverPoint include but are not limited to basic 

accounting, preparation of workpaper packages and financial statements, capital call and 

distribution calculations, wires and payments, cash reconciliations, and merging and posting 

investor communications. TowerBrook believes that retaining LeverPoint enhances the level of 

service we provide to our investors due to the superior processing capabilities of the administrator, 

increased security, enhanced segregation of duties, and ongoing updates on industry best practices 

and processes. 
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Performance Based Fees and Side-by-Side Management 

As described in the Fees and Compensation section above, the general partners of certain 

Partnerships are entitled to performance-based carried interest. Performance-based carried interest 

has the potential to create an incentive for TowerBrook to make investments on behalf of the 

Partnerships that are riskier or more speculative than would be the case in the absence of such 

carried interest, although TowerBrook generally considers performance-based compensation to 

better align its interests with those of investors, particularly in instances where the Governing 

Documents include terms requiring claw back or giveback of performance-based compensation 

amounts at the end of the relevant Partnership’s life or at certain interim intervals. TowerBrook 

seeks to address these conflicts through careful vetting of investment opportunities by its 

investment professionals and disclosure of investments to limited partners by way of capital calls 

or other notices distributed to the limited partners in advance of or following each investment and 

quarterly reports to the limited partners. Additionally, investment vehicles owned by TowerBrook 

investment professionals invest in certain Partnerships in an effort to align TowerBrook’s and such 

Partnerships’ interests. Furthermore, the constituent documents of the Partnerships that provide 

for performance-based carried interest have after-tax “claw back” arrangements as described in 

the Fees and Compensation section above. 

Although TowerBrook and its affiliates accept performance-based carried interest from some 

Partnerships, but not others, TowerBrook does not believe that it faces conflicts of interest in this 

regard because the Partnerships that are not subject to performance-based carried interest do not 

make investments other than investments alongside Partnerships that are subject to performance-

based carried interest. 

TowerBrook maintains policies and procedures relating to allocations of investment opportunities 

between or among the Partnerships. TowerBrook may, from time to time, be presented with 

investment opportunities that fall within the investment objectives of more than one Partnership. 

As a general matter, TowerBrook will allocate investment opportunities that are within such 

common objectives between or among the Partnerships in a manner that TowerBrook believes in 

good faith to be fair and reasonable over time. 

When determining whether an investment opportunity (including a follow-on investment 

opportunity) is appropriate for one or more Clients (including the PE Partnerships, the TSO 

Partnerships or the Delta Partnerships), TowerBrook will consider the factors and circumstances 

that TowerBrook considers to be relevant to the determination (the “Investment Allocation 

Considerations”), which may include, without limitation:  (i) the respective investment guidelines, 

parameters, restrictions, strategies and objectives of the applicable Partnerships (each of which 

may take into account certain other Investment Allocation Considerations); (ii) any priority (or 

exclusivity) requirements under the respective Partnerships’ Governing Documents; (iii) the size, 

nature and type of investment opportunity; (iv) current and anticipated market and general 

economic conditions; (v) the costs and complexity of allocating the investment opportunity across 

multiple Partnerships; (vi) the risk profile of the investment opportunity in light of the 

Partnerships’ respective risk tolerances and the composition of such Partnerships’ existing 

portfolios; (vii) the probability that an investment will be a control-oriented investment; (viii) the 

probability that an investment may have a measurable positive social and environmental impact; 

(ix) the desire to achieve or maintain diversification, including with respect to exposure to asset 
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classes, geographic exposure, currency exposure, exposure to the same, similar or correlated 

sectors or industries and commodity exposure; (x) the respective investment time horizons of the 

respective Partnerships and the proximity of such Partnerships to the end of their respective 

specified investment periods or specified terms; (xi) available capital of the respective 

Partnerships, including funding limitations and expected cash flows; (xii) degree of leverage 

availability and any requirements or other terms of any existing leverage facilities; (xiii) existing 

contractual rights or restrictions or fiduciary duty considerations that are relevant to the respective 

Partnership’s participation in the investment opportunity, whether arising out of an existing 

investment by such Partnership, the terms of a non-disclosure agreement to which such Partnership 

is party or otherwise; (xiv) the probability/possibility of future capital investments by such 

Partnerships, such as to fund organic growth, earn-out obligations, acquisitions or working capital 

needs; (xv) the existence, type, nature and role of co-investors; (xvi) availability of management, 

director or advisory talent; (xvii) legal and/or regulatory restrictions or consequences; (xviii) tax 

consequences; and (xix) potential conflicts of interest, including whether a Partnership has an 

existing investment (directly or indirectly) in the portfolio company or issuer in question and the 

portfolio company or issuer in question is a competitor and/or a potential transaction partner of, or 

lender to, an existing portfolio company or issuer of a Partnership and whether TowerBrook 

reasonably believes that such investment is appropriate notwithstanding the potential for conflict; 

and (xx) with respect to a follow-on investment opportunity, the purpose and/or circumstances of 

the follow-on investment and the amount of reserves established by a Partnership to make a follow-

on investment (in general and, if applicable, with respect to a particular portfolio company). 

The possibility exists that multiple Partnerships with similar strategies that do not, by their terms, 

invest together, may have capital available for investment at the same time (including in 

connection with a follow-on investment in a portfolio company of a Partnership). If an investment 

opportunity develops that is within the investment parameters and strategies of two or more 

Partnerships that do not, by their terms, then invest together, TowerBrook will seek to allocate 

such investment in accordance with its investment allocation policies. In certain instances, if and 

as required by the participating Partnerships’ Governing Documents, TowerBrook will bring such 

conflict to the applicable Partnerships’ Advisory Boards, which are comprised of representatives 

of the investors in such Partnerships. In such case, the applicable Partnerships’ Advisory Boards 

will approve or disapprove of such co-investment, and if approved, TowerBrook will allocate the 

opportunity through a methodology determined by TowerBrook in consultation with such 

Advisory Boards, subject in all cases to the applicable provisions of the Governing Documents of 

such Partnerships. The possibility exists that the respective Advisory Boards of two or more 

Partnerships will have overlapping membership, and such overlapping membership may result in 

a member having a conflict of interest. 

Except as required by the LPA of a particular Partnership, TowerBrook is under no obligation to 

present any particular investment opportunity to any particular Partnership. TowerBrook cannot 

assure that a Partnership will participate in all investment opportunities that may meet its 

investment objectives. Moreover, the application of the Investment Allocation Considerations to a 

particular investment opportunity may result in allocations of certain investments among 

Partnerships on a basis that is not pari passu or in a manner that is different (or less favorable to a 

Partnership) than similar investment opportunities were allocated amongst such Partnerships in 

prior situations. 
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TowerBrook has adopted guidelines governing co-investment opportunities pursuant to which 

TowerBrook reserves the right, to the extent it believes in its sole discretion that it is appropriate 

to do so, to offer any limited partner of a Partnership or any third party the opportunity to co-invest 

in any transaction in which a Partnership has made, or will make, an investment, subject in all 

cases (including with respect to the allocation of co-investments among potential co-investors) to 

the provisions of the LPA of the applicable Partnership, the terms of any side letter or other terms 

negotiated with a Partnership’s limited partners with respect to the particular Partnership and the 

terms of TowerBrook’s co-investment guidelines. Such guidelines set forth certain factors that 

TowerBrook may consider, based on the facts and circumstances of a potential investment, in 

determining whether or not to offer a co-investment opportunity to a potential co-investor. Such 

factors may include, without limitation, the jurisdiction in which the co-investor is based, any 

existing relationships between the co-investor and management of the relevant portfolio company 

or any other party relevant to the transaction, any relevant experience of the co-investor in the 

same industry or sector as the relevant portfolio company, if the co-investor may provide a 

strategic, sourcing or similar benefit to the Firm, a Partnership, a portfolio company or one or more 

of their respective affiliates, or any other factors which TowerBrook deems relevant. Although a 

prospective co-investor’s willingness to invest in future Partnerships may be considered by 

TowerBrook, it generally will not be the sole determining factor considered by TowerBrook in 

identifying co-investors. TowerBrook may grant certain third-party investors the opportunity to 

evaluate specified amounts of prospective co-investments in Partnership portfolio companies or 

otherwise to have priority in co-investment opportunities. Furthermore, decisions regarding 

whether and to whom to offer co-investment opportunities may be made by TowerBrook or its 

related persons in consultation with other participants in the relevant transactions, such as a co-

sponsor. Co-investment opportunities may, and typically will, be offered to some and not to other 

limited partners of a Partnership, and the consideration of the factors set forth above may result in 

certain investors receiving multiple opportunities to co-invest while others expressing interest in 

co-investments may receive none. 

The structure and terms of any co-investment opportunity to be offered by TowerBrook to any 

limited partner of a Partnership shall be determined by TowerBrook, subject to the restrictions, if 

any, set forth in the LPA of the relevant Partnership. TowerBrook or any of its affiliates may (or 

may not) in their discretion charge performance based carried interest, management fees or other 

similar fees to co-investors. Any such carried interest, management fees or other similar or 

customary fees that are allocable to the investment of co-investors will not be considered Other 

Fees and will therefore not reduce the management fees otherwise payable by the applicable 

Partnership(s) alongside which such co-investors are investing in the underlying investment. 

When and to the extent that employees and related persons of TowerBrook and its affiliates make 

capital investments in or alongside certain Partnerships, TowerBrook and its affiliates are subject 

to conflicting interests in connection with these investments. There can be no assurance that any 

Partnership’s return from a transaction will be equal to and not less than another Partnership 

participating in the same transaction or that it will be as favorable as it would have been had such 

conflict not existed. 
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Types of Clients 

TowerBrook and its affiliated investment managers provide advisory services to privately offered 

funds that generally pursue any of (i) a “control oriented” private equity investment strategy, (ii) 

a “non-control oriented” structured opportunities investment strategy or (iii) non-control and 

control investments in purpose-driven, mid-sized companies whose business models seek to have 

a direct and measurable social and environmental benefit. The Firm also serves as investment 

manager to various co-investment vehicles structured to facilitate investments by third party co-

investors alongside the Partnerships.  In addition, an affiliate of TowerBrook serves as direct 

investment manager to liquidating trusts established in connection with the dissolution of certain 

former PE Partnerships. No management fees or carried interest is payable by such liquidating 

trusts to TowerBrook or any of its affiliates. 

The Partnerships may include alternative investment vehicles established from time to time in 

order to permit one or more investors to participate in one or more particular investment 

opportunities in a manner desirable for tax, regulatory or other reasons. Alternative investment 

vehicle sponsors generally have limited discretion to invest the assets of these vehicles independent 

of limitations or other procedures set forth in the Governing Documents of such vehicles and the 

related Partnership. 

Limited partners in the Partnerships may include high net worth individuals, pension plans, 

sovereign wealth funds, endowments, foundations, banks, pooled investment vehicles (e.g., funds-

of-funds), trusts, estates or charitable organizations, and corporate or business entities. Investment 

advice is provided directly to the Partnerships and not individually to the limited partners. 

Details concerning applicable limited partner suitability criteria are set forth in the respective 

Partnership’s Governing Documents and subscription materials. Although TowerBrook and/or its 

affiliates have the authority to accept commitments for lesser amounts, the minimum commitment 

in the Partnerships is generally $10 million (other than in the case of the Delta Partnerships, where 

it is $5 million). Each limited partner of a Partnership is required to meet certain suitability 

qualifications, such as being an “accredited investor” within the meaning set forth in Rule 501(a) 

of Regulation D under the Securities Act of 1933, as amended, or being a “qualified purchaser” as 

defined under the Investment Company Act of 1940, as amended.  

TowerBrook and its affiliates may enter into separate agreements, commonly referred to as “side 

letters”, with certain limited partners with respect to the Partnerships that would have the effect of 

establishing rights under, altering, or supplementing the terms of the LPA of the applicable 

Partnership with respect to such limited partner, in a manner more favorable to such limited partner 

than those applicable to other limited partners in such Partnership. Such rights or terms pursuant 

to such agreements may include fee or carried interest arrangements with respect to a limited 

partner (including any reduction or waiver of such fee or carried interest), reporting obligations of 

TowerBrook, waiver of certain confidentiality obligations, consent of TowerBrook to certain 

transfers by a limited partner, indemnification, sovereign immunity, payment of placement fees, 

Advisory Board representation, investment excuse rights, rights or terms necessary in light of 

particular organizational, legal, regulatory or tax characteristics of a limited partner or 

arrangements with respect to other Partnerships or accounts managed or advised by TowerBrook. 
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Methods of Analysis, Investment Strategies and Risk of Loss 

On behalf of the PE Partnerships, TowerBrook generally pursues control-oriented private equity 

investments in large and middle-market European and North American companies. On behalf of 

the TSO Partnerships, TowerBrook generally pursues investments in “structured opportunities”. 

TowerBrook generally considers “structured opportunities” to be complex transactions 

incorporating contractual downside protection that take advantage of changing market conditions 

or situation-specific events where traditional control-oriented private equity attributes may not 

apply.  On behalf of the Delta Partnerships, TowerBrook generally pursues non-control and control 

investments in purpose-driven, mid-sized companies whose business models seek to have a direct 

and measurable social and environmental benefit. 

TowerBrook strives to control its investment risk by staging its capital commitments. In the case 

of equity investments by the PE Partnerships, TowerBrook usually requires the initial investment 

to have sufficient critical mass to survive as a stand-alone entity, but may seek to identify one or 

more add-on acquisitions at the time of the initial investment. Investments by the PE Partnerships 

primarily take the form of leveraged buy-outs, leveraged build-ups and distressed situations with 

a path to control. The TSO Partnerships invest primarily in not-for-control stressed and distressed 

debt, structured equity and structured assets. The Delta Partnerships make investments in purpose-

driven, mid-sized companies whose business models seek to have a direct and measurable social 

and environmental benefit, as described in more detail below.  

Buy-outs: TowerBrook pursues, on behalf of the PE Partnerships, buyouts of what TowerBrook 

believes at the time of the acquisition to be fundamentally strong businesses in complex situations 

and collaborates with corporate sellers to identify divestiture candidates that are not appropriate 

for auction. The Firm attempts to identify fragmented industries with favorable economic 

fundamentals and long-term growth potential, where companies can be acquired at attractive 

valuations. 

Distressed Situations with a Path to Control: TowerBrook regards “distress” as a tactical 

opportunity for the PE Partnerships to acquire an ownership interest in a viable business at an 

attractive valuation. In pursuing this strategy, TowerBrook targets fundamentally sound companies 

that are suffering from financial distress or a capital markets dislocation, including companies that 

may have been, are or will become involved in bankruptcy proceedings or other restructuring, 

recapitalization or liquidation process. These are generally difficult, highly complex and/or 

contrarian value investment opportunities that could involve a degree of risk that is generally 

higher than the risk involved in investing in companies that are not in financial distress. 

TowerBrook will consider potential targets with sound business fundamentals, a compelling 

valuation and substantial upside opportunity. 

Impact Investments1: TowerBrook pursues, on behalf of the Delta Partnerships, control and non-

control oriented investments in businesses that it determines seek to address at least one of the 

 
1 The objective of funds raised by TowerBrook is to seek to maximize risk-adjusted returns consistent with the 

investment objective of the relevant fund as set forth in the Partnership Agreement and Memorandum for such 

fund. ESG activities will generally be aimed at identifying or enhancing value opportunities or sought out in 

furtherance of pursuing favorable investment outcomes, in line with the investment objective of the relevant 

fund. 
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United Nations Sustainable Development Goals while delivering market returns. The Delta 

Partnerships focus on sectors in which TowerBrook has identified substantial scope for positive 

impact, as well as those sectors in which TowerBrook can make investments in purpose-driven 

businesses where positive impact can be accelerated. In order to ensure a rigorous approach to 

impact underwriting, TowerBrook has developed a tool that is designed to monitor potential 

impact and includes in-depth screening to conduct diligence on potential portfolio companies. For 

each investment, TowerBrook’s methodology seeks to identify specific key impact performance 

indicators that can be monitored to track progress over time. 

Not-for-Control Stressed and Distressed Debt: These are typically corporate loans, bonds and other 

financial obligations and securities in the secondary market that are priced at a discount to par. 

This category also includes primary privately negotiated debt instruments, rescue financing and 

debtor-in-possession (DIP) financing, where the investment is structured to offer significant 

downside protection and, in some cases, the potential to convert the holding into equity. In the case 

of both secondary market purchases and primary privately negotiated debt investments, the TSO 

Partnerships will focus on situations where, at the time of the initial investment, TowerBrook 

believes in good faith that a path to control is not reasonably probable. Debt investments where a 

path to control is reasonably probable at the time of initial investment could be allocated to the 

TowerBrook PE Partnerships or Delta Partnerships.  

Structured Equity: These are typically equity investments into an operating company incorporating 

structural and contractual protection, in situations where TowerBrook has no initial intent of 

gaining control or TowerBrook believes in good faith that it is not reasonably probable that a 

Partnership will gain control. This may involve investment in a combination of two or more 

elements of a company’s capital structure, such as convertible preferred shares, payment-in-kind 

preferred shares, warrants, convertible debt and common equity, where the investment can be 

structured to offer strong minority shareholder rights, preferred participation in the capital structure 

and potential upside through some equity participation. TowerBrook is generally not expected to 

invest in minority stakes through common equity only.  

Structured Assets: These are typically real assets, cash flow streams, portfolio purchases or other 

specialty finance assets. Suitable assets are likely to be found in industries such as transportation, 

media rights, natural resources, power generation, specialty finance and telecommunications 

infrastructure, among others. In the case of structured assets, TowerBrook, on behalf of the TSO 

Partnerships, will focus on investments where the generation of franchise value or goodwill is not 

anticipated at the time of the initial investment. 

TowerBrook’s investment strategy is based on two fundamental principles: (i) focused proprietary 

sourcing of investment opportunities; and (ii) a proactive, value-added approach to overseeing 

portfolio companies. 

Proprietary Sourcing. TowerBrook generally avoids competitive auctions by seeking to source 

investment opportunities on a proprietary basis through its network of long-standing relationships 

and through targeting special situations that attract few or no competitors because of the complex 

or contrarian nature of the investment opportunity. TowerBrook proactively pursues proprietary 

opportunities by formulating and researching investment theses and initiating dialogue about 

potential acquisitions with the management teams or owners of prospective target companies. 
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TowerBrook consults with third-party investment and industry experts to assist the Firm in 

identifying noncompetitive investment opportunities and developing a proprietary advantage when 

there is competition for investment opportunities. TowerBrook will also use industry experts as 

part of its overall due diligence process to help evaluate the operational aspects of potential 

investments, existing portfolio companies, and the macro-economic environment to make 

informed investment decisions.  

In the case of investments made by the TSO Partnerships, TowerBrook will strive to limit the 

potential risks of capital impairment that stem from the nature of many structured opportunities, 

including tighter due diligence timeframes, more limited available information and, by definition, 

lower levels of influence compared with private equity investments. Risk will be mitigated in part 

through structural and contractual protection and, in some instances, governance rights.  

In the case of investments made by the PE Partnerships, TowerBrook will generally develop a 

comprehensive understanding of an industry before committing to an opportunity. Although 

TowerBrook considers itself a generalist in terms of industry focus, it has built up substantial 

knowledge and expertise in the following industry sectors: Healthcare Products and Services, 

Retail, Luxury, Financial Services, Consumer Goods, Telecommunications, Media, Chemicals, 

Knowledge Services, and Selected Industrial Segments. TowerBrook seeks to leverage this 

experience by proactively looking for new opportunities in these sectors. In other sectors, 

TowerBrook will, at the expense of the applicable Partnership, engage third-party industry experts 

to assist with industry and investment analysis. 

In the case of investments made by the Delta Partnerships, TowerBrook, building upon its 

Responsible Ownership experience and its purpose-driven approach to investing, has developed a 

bespoke measurement and management system. TowerBrook seeks to leverage its experience in 

certain key sectors, which are expected to include, without limitation: (i) education and human 

capital development; (ii) financial products and services; (iii) food and agriculture; (iv) healthcare; 

and (v) water, environment, and clean energy. Across these sectors, the Delta Partnerships target 

investments with characteristics well matched to TowerBrook’s positioning and experience, 

including (a) businesses that have the opportunity to grow internationally, in particular in both 

North America and Europe; (b) asset-light and services businesses supporting structural change 

across the five sectors listed above; and (c) businesses using technology to have a positive impact 

on society by providing innovative and differentiated products and services. 

When analyzing new opportunities, TowerBrook seeks to be rigorous in maintaining price 

discipline and looks wherever possible to structure downside protection into new investments, 

including use of vendor loan financing and earn-out structures. When suitable opportunities do not 

present themselves, TowerBrook refrains from putting money to work. 

Overseeing Portfolio Companies. TowerBrook believes that the management teams of its 

portfolio companies are a key asset of any investment, and, in connection with its control 

investments, it will look wherever possible to strengthen the management team post-closing. With 

respect to control investments, TowerBrook collaborates with the management teams of portfolio 

companies to oversee the implementation of operational improvements. 
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Analysis of Exit Scenarios, Realizations. From the outset, TowerBrook will carefully consider 

the potential to exit an investment. It will determine the most likely exit route at an early-stage 

meeting of the applicable Partnership’s transaction committee at which a specific investment is 

considered, while all forms of exit will be evaluated throughout the investment’s life. Potential 

routes to realizations may include, without limitation, outright sales, initial public offerings or full 

or partial returns of capital by holding an asset until maturity (in the case of debt instruments) or 

restructurings. The most appropriate route chosen will eventually depend on the nature of the 

underlying asset and the financial market conditions at any given time. 

Certain Associated Risks 

 

All investing involves a risk of loss that investors should be prepared to bear. The descriptions 

contained below are a brief overview of different risks related to TowerBrook’s investment 

strategies; however, it is not intended to serve as an exhaustive list or a comprehensive description 

of all risks and conflicts that may arise in connection with the management and operations of the 

Partnerships. Investors should consider an investment in a Partnership as involving a high degree 

of financial risk and should therefore carefully consider all risk factors set forth in a Partnership’s 

Governing Documents. Each prospective investor should carefully review the applicable 

Partnership’s Governing Documents before deciding to make an investment in a Partnership. 

General Business and Management Risk. Investments subject the Partnerships to the general 

risks associated with the underlying businesses or assets, including market conditions and the 

potential for rapidly varying conditions, changes in regulatory requirements, reliance on 

management at the company level, interest rate and currency fluctuations, general economic 

downturns, domestic and foreign political situations, localized or larger geographic natural 

disasters, pandemic virus and other factors that can severely disrupt business operations, 

economies, and financial markets. With respect to management at the portfolio company level, 

many portfolio companies rely on the services of a limited number of key individuals, the loss of 

any one of whom could significantly adversely affect the portfolio company’s performance. While 

in all cases TowerBrook will monitor portfolio company performance, the management of each 

portfolio company will have day-to-day responsibility over such portfolio company. 

Dependence on Key Personnel. The success of the Partnerships is highly dependent on the 

expertise and performance of TowerBrook’s Managing Directors. There can be no assurance that 

the Managing Directors will continue to be associated with TowerBrook or any of its affiliates 

throughout the life of the Partnerships, as they are under no contractual obligation to remain with 

TowerBrook or any of its affiliates for all or any portion of the term of any Partnerships. The loss 

of the services of one or more of these individuals to TowerBrook, permanently or for an extended 

period of incapacitation, could have an adverse effect on the performance of the Partnerships.  

Responsible Ownership Considerations. The Firm seeks to take into account certain Responsible 

Ownership considerations in accordance with its Responsible Ownership Statement and subject to 

its fiduciary duty and any applicable legal, regulatory or contractual requirements, including 

considering ESG factors in the discovering, developing, negotiating, evaluating, acquiring, 

structuring, holding, carrying, monitoring, managing and disposing of portfolio investments. 

Although the consideration of such factors could result in higher ESG compliance expenses or 

costs that otherwise would not apply to certain investment opportunities or the forgoing of certain 
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opportunities, and carries the risk that the Partnerships may perform differently than if Responsible 

Ownership factors were not taken into account, the Firm believes that responsible investing 

enhances the long-term value of portfolio investments and is an important element of 

TowerBrook’s investment discipline. The objective of funds raised by TowerBrook is to seek to 

maximize risk-adjusted returns consistent with the investment objective of the relevant fund as set 

forth in the Governing Documents for such fund. Responsible Ownership and ESG activities will 

generally be aimed at identifying or enhancing value opportunities or sought out in furtherance of 

pursuing favorable investment outcomes, in line with the investment objective of the relevant fund.  

Although TowerBrook views the integration of ESG factors to be an opportunity to potentially 

enhance or protect the performance of its investments over the long-term, the Firm cannot 

guarantee that its Responsible Ownership practices or policies, including those relating to 

engagement with portfolio investments, will positively impact the performance of any individual 

investment or any Partnership as a whole. The materiality of ESG risks and impacts on an 

individual asset or issuer and on a portfolio as a whole depends on many factors, including the 

relevant industry, location, asset class and investment style. Responsible Ownership or ESG 

factors or issues do not apply in every instance or with respect to each investment held, or proposed 

to be made, by the Firm’s Partnerships, and will vary greatly based on numerous criteria, including, 

but not limited to, location, industry, investment strategy, and issuer-specific and investment-

specific characteristics. In evaluating a company, the Firm or the general partner of a Partnership 

may depend, in part, on information and data provided by third parties. Such reporting may be 

incomplete, inaccurate or unavailable, which could cause the Firm to incorrectly identify, 

prioritize, or assess a company’s ESG practices, and/or related risks and opportunities. The Firm 

does not intend to independently verify certain of the ESG information reported by investments of 

its Partnerships, and may decide in its discretion not to utilize, report on, or consider certain 

information provided by such investments. Any Responsible Ownership reporting will be provided 

in the Firm’s sole discretion. 

Furthermore, there are no universally accepted Responsible Ownership and/or ESG standards or 

policies, and not all investors may agree on the appropriate standards, policies, or considerations 

to apply in a particular situation. The Firm’s Responsible Ownership Statement and associated 

procedures and practices may change over time. The Firm will apply its Responsible Ownership 

standards or similar considerations in its sole discretion, and is permitted to determine in its 

discretion that it is not feasible or practical to implement or complete certain of its Responsible 

Ownership initiatives based on cost, timing or other considerations. Further, the Firm is permitted 

to determine in its discretion whether to remain a signatory to or a supporter or member of any 

particular third party or industry initiative or framework related to Responsible Ownership or ESG 

practices.  

The regulatory environment for ESG-related investments is evolving and changes to it may 

adversely affect the Firm, certain Partnerships and their portfolio companies. To the extent that 

regulators adopt regulatory regimes or initiatives that lead to increased oversight of ESG-related 

investments and funds of the Firm’s Responsible Ownership practices, and create additional 

compliance, transaction, disclosure or other costs, the returns of certain Partnerships may be 

negatively affected and the Firm could be subject to increased enforcement risk and compliance 

costs. For example, the regulatory regimes applicable to ESG standards within the European 

Economic Area may evolve and develop further over time, and may be subject to future substantial 

changes. Such amendments or changes may require the adoption of specific procedural or 
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organisational arrangements that may affect the activities performed by the Firm in relation to the 

Partnerships and may require additional disclosure to investors with respect to ESG matters. Such 

regulations impose stringent requirements on investment funds that have a sustainability or social 

impact mandate compared to the requirements imposed on other investment funds, which could 

result in higher compliance costs for sustainability-focused funds when compared to other 

investment funds. On 22 June 2020, the Official Journal of the European Union published a 

classification system that establishes a list of environmentally sustainable economic activities and 

sets out four overarching conditions that an economic activity has to meet in order to qualify as 

environmentally sustainable (Regulation (EU) 2020/852 of the European Parliament and of the 

Council of 18 June 2020 on the establishment of a framework to facilitate sustainable investment, 

and amending Regulation (EU) 2019/2088, (the “Taxonomy Regulation”)). The Taxonomy 

Regulation, amongst other things, introduces mandatory disclosure and reporting requirements and 

supplements the framework set out in the SFDR, which requires certain disclosures in relation to 

whether and, if so, how sustainability risks and adverse impacts on sustainability factors are taken 

into account in the investment process. There is a risk that a significant reorientation in the market 

could be adverse to certain Partnership’s investment businesses, at least in the short term, and to 

the portfolio companies of such Partnerships if they are perceived to be less valuable as a 

consequence of, for example, their carbon footprint or treatment under the Taxonomy Regulation.  

The disclosure requirements in the SFDR are supplemented by the Commission Delegated 

Regulation (EU) 2022/1288 (the “RTS”), which specify requirements regarding the content and 

presentation of the information in relation to the principle of ‘do no significant harm’; 

sustainability indicators and adverse sustainability impacts; and the promotion of environmental 

or social characteristics and sustainable investment objectives in pre-contractual documents, on 

websites, and in periodic reports. 

While in force, each of the Taxonomy Regulation, the SFDR, and the RTS remains subject to 

change, as a series of initiatives are ongoing for review and potential revision to each of these 

frameworks. In particular, on September 14, 2023 the European Commission published two 

consultations on the SFDR framework. The consultations include questions on potential changes 

to disclosures requirements, a revised categorization system, and other general questions on the 

functioning of the SFDR. In addition, on December 4, 2023, a report was published by the 

European Supervisory Authorities on proposed revisions to the RTS, including proposed changes 

to the disclosure framework for principal adverse impacts of investment decisions on sustainability 

factors and amendments to the existing disclosure templates for funds that promote environmental 

and/or social characteristics or have sustainable investment or a reduction in carbon emissions as 

their objective. The proposed revisions to the RTS will not enter into force unless and until the 

proposals are adopted by the European Commission and pass through a non-objection process 

from the European Parliament and the Council of the European Union. If the proposals are adopted, 

certain Partnerships may be obliged to update existing disclosures provided to investors pursuant 

Articles 10 and 11 of SFDR, to align with the latest reporting templates and information 

obligations. 

In addition to the above EU regulations, the Sustainability Labelling and Disclosure of 

Sustainability-Related Financial Information Instrument 2023 introduces sustainability disclosure 

requirements, investment product labels, and an ‘anti-greenwashing’ rule. The anti-greenwashing 

rule applies to all UK-authorised firms in their communications with clients in the UK, but the 
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balance of the new regime is directed at UK investment funds and UK-regulated asset managers 

that manage or distribute such funds. The Financial Conduct Authority has indicated it will consult 

in early 2024 on alternative approaches to applying the labelling regime to portfolio managers and 

continues to work with His Majesty’s Treasury to consider its approach in respect of overseas 

funds. As a result, it is not yet clear to what extent this new legislation will affect the Firm. If these 

rules become applicable to certain Partnerships or products, then additional regulatory costs may 

be incurred; they may also have an impact on our ability to deliver on certain Partnerships 

investment strategies and financial returns could be adversely impacted as a result. 

There is growing regulatory interest across jurisdictions, particularly in the U.S, UK and EU 

(which may be looked to as models in growth markets), in improving transparency around how 

asset managers identify and manage financially material ESG risks as well as how they define and 

measure ESG performance, in order to allow investors to validate and better understand 

sustainability claims. The European Securities and Markets Authority (“ESMA”) has also 

published its Union Strategic Supervisory Priorities in its 2023-2028 Strategy, which identifies 

ensuring integrity of ESG disclosures as a key supervisory priority to prevent greenwashing, and 

it is expected to publish a final report on greenwashing in Spring 2024 outlining supervisory 

powers, resources, and actions to address greenwashing risks. On December 15, 2023, ESMA also 

commenced a consultation on guidelines for supervision of corporate sustainability information 

pursuant to the Corporate Sustainability Reporting Directive (“CSRD”). At the same time, anti-

ESG sentiment has also gained momentum across the U.S., with several states and Congress 

having proposed or enacted “anti-ESG” policies, legislation, or initiatives or issued related legal 

opinions. TowerBrook and its ESG program could become subject to additional regulation, 

regulatory scrutiny, penalties, or enforcement in the future, and TowerBrook cannot guarantee that 

its current approach including the Responsible Ownership Statement will meet future regulatory 

requirements reporting frameworks, or best practices, increasing the risk of related enforcement. 

Financial products that have a sustainable investment objective or which promote environmental 

or social characteristics have an obligation to disclose such an objective or characteristics in pre-

contractual disclosures and report on an ongoing basis their performance in achieving those 

commitments, among other things.  

Compliance with frameworks of this nature may create an additional compliance burden and 

increased legal, compliance, governance, reporting and other costs to funds, fund managers and/or 

portfolio companies because of the need to collect certain information to meet the disclosure 

requirements and/or because of investors’ own commitments and disclosure obligations. Further, 

TowerBrook’s view on the sustainability-related approach of Partnerships may develop over time, 

including in response to law, regulation, official guidance, or changes in industry approach to 

classification. A change to the relevant sustainability-related approach may require further actions 

to be taken. For example, it may require additional disclsosures or amendment to existing 

disclosures by TowerBrook or the Partnerships, or it may require new processes to be set up to 

capture data about certain Partnerships or its investments, which may lead to additional cost. In 

addition, where the operation of a framework, a lack of official, or conflicting or inconsistent, 

regulatory guidance, a lack of established market practice and/or data gaps or methodological 

challenges affecting the ability to collect relevant data may require funds and/or fund managers to 

engage third party advisors and/or service providers to support them in fulfilling the requirements, 

thereby increasing compliance burden and costs.  
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Furthermore, increasing scrutiny and changing expectations from investors, lenders and other 

market participants with respect to the ESG policies may impose additional costs or expose the 

Firm or the Partnerships to additional risks, particularly with respect to Partnerships with an 

investment strategy focused on impact and ESG investments. Companies across all industries are 

facing increasing scrutiny relating to their ESG policies. Investor advocacy groups, certain lenders 

and other market participants are increasingly focused on ESG practices and in recent years have 

placed increasing importance on the implications and social cost of their investments. The Firm or 

the Partnerships may incur additional, material costs and require additional resources to monitor, 

report and comply with wide-ranging ESG requirements.  

Liquidity Issues. An investment in a Partnership should be viewed as an illiquid investment. 

TowerBrook often invests in instruments where there is likely to be no actively traded market. 

Moreover, many of the Partnerships’ investments may be held by relatively few other investors. 

Under adverse market or economic conditions or in the event of adverse changes in the financial 

condition of the issuer or of the asset, a Partnership may find it more difficult to sell such 

instruments when TowerBrook believes it advisable to do so or may be forced to sell them at prices 

lower than if the instruments were widely held. Thus, the range of disposal strategies available to 

the Partnership may be further limited. Finally, dispositions of investments may be subject to 

contractual and other limitations on transfer, or other restrictions that would interfere with 

subsequent sales of such investments or adversely affect the terms obtainable upon a disposition. 

Liquidation of Clients. TowerBrook and/or its affiliates may determine it is appropriate to forego certain 

amounts otherwise payable to a Client (for example, tax receivables) if the costs of continuing such Client 

(for example, annual audit expenses) exceed the amounts payable to the Client, or if TowerBrook and/or 

its affiliates determines that the likelihood of the Client receiving such amounts are low, or the length of 

time it would take to receive such amounts do not justify the costs of continuing the Client. In addition, to 

the extent permitted by applicable law, for similar reasons, TowerBrook and/or its affiliates may determine 

to liquidate the Client prior to the receipt of tax receivables or other amounts, and if such amounts are 

received by TowerBrook and/or its affiliates following the complete liquidation of the Client, such party 

will determine in good faith how to dispose of such amounts (for example, escheat such amounts to the 

relevant investor(s) estate(s), or donate such amounts to charity). Any liquidating trust established by a 

Client in connection with dissolving the Client may similarly only be available on terms whereby the 

liquidating trust is dissolved, and the assets therein are distributed in kind to the relevant investors or donate 

such amounts to charity, if the expected costs of continuing the liquidating trust would exceed its assets (or 

a set portion thereof). 

 

Contingent Liabilities. In connection with investments in private securities, a Partnership may 

assume, or acquire a portfolio company subject to, contingent liabilities. These liabilities may be 

material and may include liabilities associated with pending litigation, regulatory investigations or 

environmental actions, among other things. To the extent these liabilities are realized, they may 

materially and adversely affect the value of a portfolio company. In addition, if a Partnership has 

assumed or guaranteed these liabilities, the obligation could be payable from the assets of the 

Partnership, including the unfunded commitments of investors. In connection with the disposition 

of an investment in a portfolio company, a Partnership may be required to make representations 

about the business and financial affairs of the underlying portfolio company, or be responsible for 

the contents of disclosure documents. A Partnership may also be required to indemnify the 

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

disclosure documents are inaccurate or with respect to certain potential liabilities or other 
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obligations. These arrangements may result in the incurrence of accrued expenses, liabilities or 

contingencies for which the general partner may establish reserves or escrow accounts. In that 

regard, distributions, including final distributions, to investors will be subject to any such reserves 

or holdbacks and investors may be required to return amounts distributed to them to fund a 

Partnership’s indemnity obligations or other Partnership obligations (including operating 

expenses) arising out of any legal proceeding against a Partnership, subject to certain limitations 

set forth in the LPA. Furthermore, each investor that receives a distribution in error or in violation 

of applicable law will, under certain circumstances, be obligated to recontribute such distribution 

to a Partnership. 

Highly Competitive Market for Investment Opportunities. It is possible that a Partnership will 

never be fully invested if enough sufficiently attractive investments are not identified. The activity 

of identifying, completing and realizing attractive investments is highly competitive and involves 

a high degree of uncertainty. TowerBrook faces competition for investments from a variety of 

other investment vehicles, as well as individuals, financial institutions and other institutional 

investors. Additional funds with similar investment objectives may be formed in the future by 

other unrelated parties. There can be no assurance that TowerBrook will be able to locate and 

complete investments which satisfy the investment objectives of the Partnerships or that it will be 

able to invest fully the Partnerships’ capital. However, regardless of the extent to which the 

commitments of the limited partners are invested (or drawn down to be invested), the limited 

partners will be required to bear Management Fees through such Partnership during the investment 

period based on the entire amount of the limited partners’ commitments to such Partnership and 

other expenses as set forth in the Governing Documents.  

Impact of Government Regulation, Reimbursement and Reform. Certain industry segments 

in which a Partnership may invest are or may become (i) highly regulated at both the federal and 

state levels in the United States and internationally and (ii) subject to frequent regulatory change. 

While each Partnership intends to invest in companies that seek to comply with applicable laws 

and regulations, the laws and regulations relating to certain industries are complex, may be 

ambiguous or may lack clear judicial or regulatory interpretive guidance. An adverse review or 

determination by any applicable judicial or regulatory authority of any such law or regulation, or 

an adverse change in applicable regulatory requirements or reimbursement programs, could have 

a material adverse effect on the operations and/or financial performance of the companies in which 

a Partnership may invest.  

Additionally, the SEC has enacted and has indicated that it intends to seek to enact changes to 

numerous areas of law and regulations that affect or would affect the business of TowerBrook and 

the Partnerships. In particular, the SEC has signaled an increased emphasis on investment adviser 

and private fund regulation and has proposed and/or adopted a number of new rules that, as 

proposed and/or adopted, impose or would impose significant changes on private fund advisers 

and their management of private funds, and the SEC is expected to propose additional changes in 

the future. Any such changes are expected to materially impact TowerBrook and its affiliates, the 

Partnerships and/or their investments, as well as increasing their expenses. Significant time and 

resources are required to comply with new regulations, which may detract from the time and 

resources dedicated to the Partnerships.  
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Valuations. A Partnership may own securities that are not publicly traded and are required to be 

fairly valued by TowerBrook in accordance with its valuation policies and procedures. Valuations 

are subject to multiple levels of review for approval. Investors should review the Partnerships’ 

Governing Documents to understand the risks and potential conflicts of interest that may arise in 

connection with valuation of assets. 

The valuation of the assets of a Partnership will likely affect such Partnership’s reported 

performance. A Partnership’s investments generally will have no, or a limited, liquid market, and 

the fair value of such investments may not be readily determinable. There is no assurance that the 

value assigned to an investment at a certain time will accurately reflect the value that will be 

realized by a Partnership upon the eventual disposition of the investment and the performance of 

a Partnership could be adversely affected if such valuation determinations are materially higher 

than the value ultimately realized upon the disposition of the investment. Accordingly, the 

valuation decisions made by the Partnership’s general partner may cause it to ineffectively manage 

the relevant Partnership’s investment portfolios and risks, and may also affect the diversification 

and management of such Partnership’s portfolio of investments.  

TowerBrook may change its valuation procedures and methods from time to time (within the 

framework of GAAP) to reflect market practice, regulatory requirements, or other factors deemed 

appropriate by TowerBrook. 

Investors are cautioned that the valuation methodologies employed by TowerBrook, particularly 

with regard to securities of private companies and securities that are subject to lock-ups or other 

limitations on free marketability, vary from security to security and can change from time to time, 

without notice, for a variety of reasons, including the following: (i) valuation rules under generally 

accepted accounting principles are in constant evolution; (ii) different methodologies may be more 

appropriate (in TowerBrook’s view) at different stages of a particular portfolio company’s 

lifecycle (depending, for example, upon whether the portfolio company is generating revenue, is 

generating profit, has become a candidate for acquisition or public offering, or has readily 

determinable comparables in the marketplace); and (iii) special circumstances affecting a 

particular portfolio company (such as actual or threatened litigation, loss of key customers, vendors 

or personnel, or lack of sufficient operating capital).  As a general matter, investors will not have 

access to the details of TowerBrook’s valuation methodologies or to the information utilized by 

TowerBrook in applying such methodologies. 

No Assurance of Returns. There is no assurance that TowerBrook will be able to generate returns 

for limited partners, or that the Partnerships’ investment objectives will be achieved, or that there 

will be any return of capital. Therefore, an investor should only invest in a Partnership if the 

investor can withstand a total loss of its investment. The past investment performance of the 

entities with which officers, partners and employees of TowerBrook have been associated cannot 

be taken to guarantee or indicate future results of any investment in the Partnerships, or in any 

other clients other than the Partnerships that may be formed by the Firm and/or its affiliates from 

time to time. 

Nature of the Partnerships’ Investments. The Partnerships’ investments may be in (i) control-

oriented equity, equity-related or debt investments, (ii) in “structured opportunities”, which 

TowerBrook considers to be complex transactions incorporating contractual downside protection 
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that take advantage of changing market conditions or situation-specific events through mispriced 

opportunities where traditional control-oriented private equity attributes may not apply and/or (iii) 

non-control and control investments in purpose-driven, mid-sized companies whose business 

models seek to have a direct and measurable social and environmental benefit. While these types 

of investments offer the opportunity for significant capital gains, they also involve, by their nature, 

a high degree of business, financial, market and legal risk, that may result in substantial losses. In 

particular, these risks could arise from changes in the financial, condition or prospects of the entity 

in which the investment is made, changes in competitive dynamics, changes in national or 

international economic and market conditions and changes in laws, regulations, trade barriers, 

commodity prices and controls, fiscal policies or political conditions of countries in which 

investments are made, including the risks of war and the effects of terrorist attacks and security 

operations. Certain changes in market conditions may adversely affect a Partnership by reducing 

the value or performance of its investments or by reducing its ability to raise or deploy capital, 

each of which could negatively impact the returns to investors. There can be no assurance that the 

Partnerships will correctly evaluate the nature and magnitude of the various factors that could 

affect the value of such investments. Valuations of the investments may be volatile, and a variety 

of other factors that are inherently difficult to predict, such as domestic or international economic 

and political developments, may significantly affect the results of the Partnerships’ activities. As 

a result, the Partnerships’ performance over a particular period may not necessarily be indicative 

of the results that may be expected in future periods. 

Certain Partnerships have, and in the future the Partnerships may make, investments in companies 

over which TowerBrook may have limited influence. Such a company may have economic or 

business interests or goals that are inconsistent with those of TowerBrook and the Partnerships, 

and the applicable Partnership may not be in a position to limit or otherwise protect the value of 

its investment in the company. The Partnerships’ control over the investment policies of these 

companies may also be limited. In addition, in certain situations, including where the issuer is in 

bankruptcy or undergoing a reorganization, minority investors (such as the Partnerships) may be 

subject to the decisions taken by majority investors and the outcome of a Partnership’s investment 

may depend on such majority controlled decisions, which decisions may not be consistent with a 

Partnership’s objectives. 

The Partnerships may co-invest in a company with financial, strategic or other third-party 

investors. Such investments will involve additional risks not present in investments in which a 

third party is not involved, including the possibility that the co-investor may have interests or 

objectives that are inconsistent with those of the Partnerships or may be in a position to take (or 

block) action in a manner contrary to the Partnerships’ investment objectives. In addition, the 

Partnerships may, in certain circumstances, be liable for actions of their third-party co-investors 

or partners. 

The Partnerships’ investments may involve the formations of new companies (albeit with 

substantial balance sheets). Significant risks are associated with the formations of such companies, 

which may require substantial additional capital to support expansion or to achieve or maintain a 

competitive position. Such companies may face intense competition, including competition from 

companies with greater financial resources, more extensive development, manufacturing, 

marketing and service capabilities and a larger number of qualified managerial and technical 

personnel. 
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The Partnerships’ investments may involve turnarounds or underperforming companies or 

companies identified by TowerBrook as being in need of additional capital. The financial condition 

of such companies may be weak or their balance sheets highly leveraged and any investment in 

them may involve a high degree of risk.  

The Partnerships may invest in debt obligations, securities and assets that are inefficiently priced 

as a result of business, financial, market or legal uncertainties. The level of analytical 

sophistication, both financial and legal, necessary for successful returns on such investments is 

unusually high. There can be no assurance that a general partner or TowerBrook will evaluate 

correctly the nature and magnitude of the various factors that could affect the value of the 

applicable Partnership’s investments.  

The Partnerships may invest in companies that operate in regulated industries including, without 

limitation, financial services and telecommunications. The operations of such companies will be 

subject to compliance with applicable regulations, and such companies may be subject to increased 

regulations resulting from both new requirements and re-regulation of previously de-regulated 

markets. Prices may be artificially controlled, and regulatory burdens may increase costs of 

operations. New or increased regulations could adversely affect the performance of the companies 

in which the Partnerships invests. 

The Delta Partnerships’ investment strategy focuses on investing in businesses that seek to 

generate specific measurable ESG impact while delivering market returns. This impact investment 

strategy is subject to a variety of risks, not all of which can be quantified or anticipated. When 

evaluating potential investment opportunities for Delta Partnerships, TowerBrook will consider 

both a portfolio company’s potential (i) to generate specific ESG impact and (ii) to produce a 

strong financial outcome. The success of the Delta Partnerships in achieving its impact goals will 

depend on the skill of TowerBrook in identifying and analysing material ESG impact factors and 

their impact-related value. Such decisions will be subjective. There can be no assurance that the 

strategy, criteria or techniques employed will be successful or those chosen by other third parties. 

Due to the nature of the Delta Partnerships’ impact investment objective, potential investments 

will be inherently more limited in availability than they would otherwise be if the Delta 

Partnerships were seeking to make investments solely on the basis of financial characteristics and 

associated returns, and the investment manager of the Delta Partnerships, the general partner of 

the Delta Partnerships and the Delta Partnerships may decline to pursue potential investments if 

they are not suitable for the Delta Partnerships’ positive impact criteria. Additionally, a prospective 

portfolio company that may otherwise be compatible with the Delta Partnerships’ positive impact 

objective, may have a management team or other stakeholders that are not interested or 

incentivised in promoting positive impact. Despite the general partner of the Delta Partnerships’ 

belief that positive impact would lead to an investment’s financial success, it is possible that a 

portfolio company’s focus on positive impact may not ultimately result in financial success or that 

management decisions may be made that favor one goal at the expense of the other in either the 

short or long term. 

In evaluating a company, a general partner of the Delta Partnerships and TowerBrook expects to 

depend, in part, on information and data provided by a number of sources, including the relevant 

investments and/or third-party reporting or advisors. Such reporting may be incomplete, inaccurate 

or unavailable, which could cause TowerBrook to incorrectly identify, prioritize, assess, analyze 
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or omit to examine in detail a company’s ESG practices, related risks and opportunities for future 

societal impact. Impact initiatives may vary by region, country, industry, political view, 

community values or socioeconomic class and are evolving accordingly, and the Delta 

Partnerships’ or a portfolio company’s practices related to attaining a positive societal impact may 

change over time. 

There can be no assurance that the portfolio companies of the Delta Partnerships will achieve their 

target positive societal impact objectives, or that such objectives, if achieved, would lead to long-

term financial success, and consequently investor returns may be adversely affected. Furthermore, 

there can be no guarantee that the performance of the Delta Partnerships taking into consideration 

economic and positive societal impact criteria will not be negatively affected given its focus on 

such investments, or that such Partnerships will perform comparably to investment funds that 

pursue only one of the (and not both) objectives. 

Investor Due Diligence. Due in part to the fact that prospective investors may ask different 

questions and request different information, a Partnership’s investment manager or general partner 

may provide certain information to one or more prospective investors that it does not provide to 

all prospective investors. Answers and additional information provided in response to such 

questions may be limited, incomplete, or depend upon a specific context. None of such answers or 

additional information provided is or will be integrated into this brochure, and no prospective 

investor may rely on any such answers or information in making its decision to subscribe for an 

ownership interest. 

Leverage. The Partnerships’ investments will often involve leveraged acquisitions, leveraged 

recapitalizations or other financing arrangements, which by their nature may result in companies 

undertaking a high ratio of fixed charges to available income. Such investments are inherently 

more sensitive to declines in revenues and to increases in expenses. Utilization of leverage is a 

speculative investment technique and involves risks. The leverage provided will result in interest 

expense and other costs incurred in connection with such borrowings, which may not be covered 

by available cash flow. While leverage may enhance total returns, if investment results fail to cover 

borrowing costs, then returns will be lower than if there had been no borrowings. 

Partnerships may often leverage investments with debt financing at the portfolio company level. 

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

be made, it may also substantially increase the risk of loss. Although the Firm will seek to use 

leverage in a manner that it believes is appropriate under the circumstances, the leveraged capital 

structure of portfolio company investments will increase the exposure of the portfolio companies 

to adverse economic factors such as rising interest rates, downturns in the economy, or 

deteriorations in the condition of the portfolio company or its industry, which may impair such 

portfolio company’s ability to finance its future operations and capital needs and result in 

restrictive financial and operating covenants. Under such circumstances, a portfolio company’s 

flexibility to respond to changing business and economic conditions may be limited. This and other 

risks associated with leveraged investments generally are expected to increase as interest rates rise, 

including in circumstances where a portfolio company’s creditworthiness is such that it must 

borrow at higher interest rates than are available to the relevant Partnership. If, for any reason, a 

portfolio company is unable to generate sufficient cash flow to meet principal and/or interest 

payments on its indebtedness or make regular dividend payments, then the value of the relevant 

Partnership’s investment in such portfolio company could be significantly reduced or even 
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eliminated. The ability of the portfolio companies to refinance debt securities may depend on their 

ability to sell new securities in the public high-yield debt market or otherwise, or to raise capital 

in the leveraged finance debt markets, which historically have been cyclical with regard to the 

availability of financing. The availability of debt facilities may be further limited following 

guidance issued by the Federal Reserve, Office of the Comptroller of the Currency, and the Federal 

Deposit Insurance Corporation (“FDIC”) relating to loans to highly leveraged companies. The debt 

financing utilized by Partnerships to leverage investments, which may include, without limitation, 

Partnership-level credit facilities, may be collateralized by assets of the Partnership (and may be 

cross-collateralized with the assets of any parallel fund or alternative investment vehicle of the 

applicable Partnership or any portfolio company, and such entities may be held jointly and 

severally liable for the full amount of the obligations arising out of such debt financing). 

Furthermore, such Partnership-level credit facilities may be utilized to pay fees, costs and expenses 

or to finance acquisitions and may be used in lieu or in addition to Clients’ calling of capital from 

investors. The use of such Partnership-level credit facilities generally improve internal rates of 

return and return multiples that are reported by TowerBrook to investors in Clients because the 

use of such borrowings reduces the amount of time between the capital call for an investment and 

a distribution of proceeds in respect of such investment, thereby reducing the time denomination 

employed in calculating the internal rate of return or return multiples. In addition, management 

fees are paid to TowerBrook using such borrowings even if capital contributions have not been 

made to the applicable Clients by its investors, and the proceeds of such borrowings will inform 

the calculation of adjusted cost or any other metric used to determine the cost basis of an 

investment for purposes of calculating and paying management fees. Moreover, the fees, costs and 

expenses of any such facilities will generally be allocated among a Partnership and any parallel 

funds or other vehicles, including other Clients, pro rata or on such other basis that is determined 

by TowerBrook to be more equitable under the circumstances, which will increase the expenses 

borne by the applicable limited partners and would be expected to reduce net cash on cash returns. 

Except where otherwise required by the relevant Governing Documents, a Partnership will not be 

obligated to borrow on behalf of a portfolio company, even in circumstances where the 

Partnership’s creditworthiness would permit borrowing at a lower rate than is available to the 

portfolio company.  

Investments In Distressed Securities And Restructurings. The investment strategies of the 

Partnerships include stressed and distressed investing (e.g., investments in defaulted, out-of-favor 

or stressed or distressed bank loans and securities) or may involve investments that become 

“nonperforming” following a Partnership’s acquisitions thereof. The Partnerships’ investments 

may therefore include specific securities or instruments (including bank loans and other forms of 

indebtedness) of companies that typically are highly leveraged, with significant burdens on cash 

flow, and therefore involve a high degree of financial risk. The Partnerships may also make 

investments in companies that are experiencing financial or operational difficulties or are 

otherwise out-of-favor, including companies that may have been, are or will become involved in 

bankruptcy proceedings or other restructuring, recapitalization or liquidation process. Some or all 

of these companies may operate at a loss or with substantial variation in operating profits from 

period to period, and may have a need for substantial additional capital to support expansion or to 

achieve or maintain a stable operating position. Such companies may not have ready access to the 

traditional capital markets. Such companies’ securities or instruments may be considered 

speculative, and the ability of such companies to pay their debts on schedule could be adversely 

affected by interest rate movements, changes in the general economic climate or the economic 
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factors affecting a particular industry, or specific developments within such companies. 

Investments in companies operating in workout or bankruptcy modes also present additional legal 

risks, including fraudulent conveyance, voidable preference and equitable subordination risks. 

The financial difficulties of a company may never be overcome and may cause such company to 

become subject to bankruptcy proceedings. Such investments could, in certain circumstances, 

subject a Partnership to certain additional potential liabilities that may exceed the value of a 

Partnership’s original investment therein. For example, a lender who has inappropriately exercised 

control of the management and policies of a debtor may have its claims subordinated or disallowed 

or may be found liable for damages suffered by parties as a result of such actions. Furthermore, 

investments in restructurings may be adversely affected by statutes related to, among other things, 

fraudulent conveyances, voidable preferences, lender liability and the bankruptcy court’s 

discretionary power to disallow, subordinate or disenfranchise particular claims or re-characterize 

investments made in the form of debt as equity contributions. Such investments could be subject 

to federal bankruptcy law and state fraudulent transfer laws, which may vary from state to state, if 

the securities relating to such investments were issued with the intent of hindering, delaying or 

defrauding creditors or, in certain circumstances, if the issuer receives less than reasonably 

equivalent value or fair consideration in return for issuing such securities. If such investments 

constitute debt and such debt is used for a buyout of shareholders, this risk is greater than if the 

debt proceeds are used for day-to-day operations or organic growth. Under certain circumstances, 

payments to a Partnership and distributions by a Partnership to certain limited partners may be 

reclaimed if any such payment or distribution is later determined to have been a fraudulent 

conveyance, a preferential payment or similar transaction under applicable bankruptcy and 

insolvency laws. Such debt may also be disallowed or subordinated to the claims of other creditors 

if the relevant Partnership is found to have engaged in other inequitable conduct resulting in harm 

to other parties. A Partnership’s investment may be treated as equity if it is deemed to be a 

contribution to capital, or if the Partnership attempts to control the outcome of the business affairs 

of a company prior to its filing under Title 11 of the United States Code, as amended. While the 

Partnerships will attempt to avoid taking the types of action that would lead to such liability, there 

can be no assurance that such claims will not be asserted or that the Partnerships will be able 

successfully to defend against them. 

Litigation. TowerBrook anticipates that, during the term of a Partnership, a general partner, an 

investment manager and one or more of their respective affiliates may be named as defendants in 

civil proceedings. The transactional nature of the business of a Partnership exposes a Partnership, 

general partner, investment manager and each of their respective affiliates generally to the risk of 

third-party litigation. The adoption of new or enhancement of existing laws and regulations may 

increase the risk of litigation. Any such litigation would likely have a negative financial impact on 

a Partnership. For instance, the expense of defending against claims by third parties and paying 

any amounts pursuant to settlements or judgments would generally be borne by a Partnership and 

would reduce such Partnership’s assets. A Partnership will also generally be responsible for 

indemnifying certain indemnitees for any losses, claims, damages or liabilities they may incur in 

connection with any such litigation to the extent not covered by insurance. 

Implications of Service on Creditors’ Committees. TowerBrook, on behalf of a Partnership, 

may elect to serve on creditors’ committees, official or unofficial, equity holders’ committees or 

other groups (in addition to boards of directors) to ensure preservation or enhancement of such 
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Partnership’s position as a creditor or equity holder. A member of any such committee or group 

may owe certain obligations generally to all parties similarly situated that the committee 

represents. If TowerBrook concludes that its obligations owed to the other parties as a committee 

or group member conflict with its duties owed to such Partnership, it may resign from that 

committee or group, and such Partnership may not realize the benefits, if any, of participation on 

the committee or group. In addition, and also as discussed above, if such Partnership is represented 

on a committee or group, it may be restricted or prohibited under applicable law from disposing 

of or increasing its investments in such company while it continues to be represented on such 

committee or group and potentially thereafter. 

Private Stressed And Distressed Investments. Sourcing, diligence, structuring and governance 

of stressed and distressed investments require consideration of factors that are often not present in 

standard private equity investing or investments in the debt of financially sound companies. If 

TowerBrook’s evaluation of the anticipated outcome of an investment situation proves incorrect, 

a Partnership could experience losses. Successful investing requires a specialized skill set that 

includes, without limitation: (i) the ability to accurately value a company’s assets and analyze its 

capital structure; (ii) a sophisticated knowledge of the complex legal environment in which such 

investing occurs, particularly bankruptcy, securities and corporate law; (iii) the experience 

necessary to determine accurately the financial interests and legal rights of the debtor and each of 

its creditor constituencies; and (iv) refined negotiating skills. A wide variety of considerations 

makes any evaluation of the outcome of an investment in a financially distressed company 

uncertain. These considerations include the possibility of litigation between the participants in a 

reorganization or liquidation proceeding or a requirement to obtain consents from governmental 

authorities or others, as well as numerous other factors. In addition, TowerBrook may not have 

access to reliable and timely information concerning material developments affecting a company. 

The uncertainties inherent in evaluating such investments may be increased by legal and practical 

considerations which limit the access of TowerBrook to reliable and timely information 

concerning material developments affecting an investment, or which cause lengthy delays in the 

completion of a reorganization or liquidation proceeding. Competition from other investors may 

also render it unadvisable for TowerBrook to pursue intended results or promptly effect 

transactions. 

Non-Controlling Investments. The TSO Partnerships, the Delta Partnerships and other 

Partnerships may hold joint control and/or non-controlling interests in their investments and, 

although such Partnerships will generally seek negative covenants and other contractual 

restrictions for each investment, it will primarily be the responsibility of management teams and 

boards of directors of the underlying businesses, which may include representation by other 

investors whose interests may conflict with the interests of the Partnerships, to operate the portfolio 

companies on a day-to-day basis. Accordingly, the TSO Partnerships, the Delta Partnerships and 

other Partnerships may have a limited ability to protect their investments in such businesses. 

Further, the TSO Partnerships, the Delta Partnerships and other Partnerships may not be entitled 

to appoint directors and may have a limited ability to protect their interests in such businesses and 

to influence such companies’ management. The ability of TowerBrook to facilitate positive social 

and/or environmental benefits in respect of such investments may be limited.  

Capital Structure Arbitrage. In certain circumstances, the execution of a stressed or distressed 

investing strategy involves the ability of TowerBrook to identify and benefit from the relationships 
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between movements in different securities and instruments within an issuer’s or borrower’s capital 

structure (e.g., senior bank debt, second liens, debt securities and other obligations, convertible 

and non-convertible senior and subordinated debt, preferred equity and common stock). 

Identification and efforts to benefit from these opportunities involve uncertainty. In the event that 

the perceived pricing inefficiencies underlying an issuer’s securities or instruments were to fail to 

materialize as expected by TowerBrook, the relevant Partnerships could incur losses. 

Investments in Structured Assets. The TSO Partnerships may invest in structured assets where 

TowerBrook has identified cash flow streams, portfolio purchases or other specialty finance assets 

that meet TowerBrook’s investment criteria. Suitable assets are likely to be found in industries 

such as aircraft, media rights, natural resources, power generation, specialty finance and 

telecommunications infrastructure. Although such investments may result in significant returns to 

certain Partnerships, they involve a substantial degree of risk. Further, the level of analytical 

sophistication, both financial and legal, necessary for successful investment in assets of these kinds 

may be unusually high. There is no assurance that TowerBrook will correctly evaluate the intrinsic 

value of any or all of the assets that certain Partnerships may acquire. 

Derivatives. The Partnerships or their investments may engage in derivative or similar 

transactions. These transactions may involve the purchase and sale of commodities or commodity 

futures, the use of forward contracts, put and call options, swap agreements (such as credit default 

swaps or total return swaps), floors, collars, bilateral agreements or other arrangements. Such 

instruments may be difficult to value, may be illiquid and may be highly volatile as a result of 

changes in the price of commodities or other underlying assets. In addition, derivative instruments 

may trade principally on markets organized outside the U.S. markets for such instruments, may be 

illiquid, highly-volatile and subject to interruption. Suitable hedging instruments may not continue 

to be available at reasonable cost. The investment techniques related to derivative instruments are 

highly specialized and may be considered speculative. Such techniques often involve forecasts and 

complex judgments regarding relative price movements and other economic developments. The 

success or failure of these investment techniques may turn on small changes in exogenous factors 

not within the control of the Partnerships or the Firm. Moreover, derivative agreements and 

contracts entered into by the portfolio companies may be subject to the risk that one or more 

counterparties thereto would default on their payment obligations to the companies, due to such 

counterparty’s insolvency, bankruptcy or other factors that are outside of the control of 

TowerBrook and the portfolio companies. For all the foregoing reasons, the use of derivatives and 

related techniques can expose the Partnerships and their investments to significant risk of loss. 

OTC Derivatives. The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-

Frank Act”) includes provisions that comprehensively regulate the OTC derivatives markets for 

the first time. The European Market Infrastructure Regulation (“EMIR”) has similar requirements 

applicable to derivatives traded in Europe. 

The Dodd-Frank Act and regulations implementing it mandate that certain OTC derivatives must 

be submitted for clearing to regulated clearinghouses. OTC trades submitted for clearing will be 

subject to minimum initial and variation margin requirements set by the relevant clearing member 

and clearinghouse, as well as possible SEC- or CFTC-mandated margin requirements. The 

regulators also have broad discretion to impose minimum margin requirements on non-cleared 

OTC derivatives and new requirements on holding of customer collateral by OTC derivatives 
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dealers. These requirements may increase the amount of collateral a Partnership is required to 

provide and the costs associated with providing it. Although the Dodd-Frank Act includes limited 

exemptions from the clearing and margin requirements for certain “end-users,” a Partnership does 

not expect to be able to rely on such exemptions with respect to its portfolio level hedging. In 

addition, the OTC derivative dealers with which a Partnership executes the majority of its OTC 

derivatives will be subject to clearing and margin requirements irrespective of whether a 

Partnership is subject to such requirements. OTC derivative dealers also will be required to post 

margin to the clearinghouses through which they clear their customers’ trades instead of using 

such margin in their operations, as is currently permitted. This will increase the OTC derivative 

dealers’ costs, and these increased costs are expected to be passed through to other market 

participants in the form of higher upfront and mark-to-market margin, less favorable trade pricing, 

and the possible imposition of new or increased fees. 

The CFTC requires certain derivative transactions that were historically executed on a bi-lateral 

basis in the OTC markets to be executed through a regulated securities, futures, or swap exchange 

or execution facility. The SEC may impose similar execution requirements in the future. Such 

requirements may make it more difficult and costly for Partnerships to enter into tailored or 

customized transactions. They may also render certain strategies in which a Partnership might 

otherwise engage impossible or so costly that they will no longer be economical to implement. 

Although the Dodd-Frank Act and EMIR will require many OTC derivative transactions 

previously entered into on a principal-to-principal basis to be submitted for clearing by a regulated 

clearinghouse, certain of the derivatives that may be traded by a Partnership may remain over-the-

counter or principal-to-principal contracts between a Partnership and third parties entered into 

privately. The risk of counterparty nonperformance can be significant in the case of these over-

the-counter instruments, and “bid-ask” spreads may be unusually wide in these heretofore 

substantially unregulated markets. While the Dodd-Frank Act, EMIR and other global regulations 

are intended in part to reduce these risks, its success in this respect may not be evident for some 

time after the regulations are fully implemented, a process that may take several years or more. 

Risks From Debt-Related Investments Generally. The Partnerships may acquire, and the TSO 

Partnerships may originate, loans, bonds and other debt obligations. The borrower under a loan 

often provides the lenders thereunder with extensive information about its business, which is not 

generally available to the public. Because of the provision of such confidential information, the 

unique and customized nature of a loan agreement, and the private syndication of the loan, 

leveraged loans are generally not as easily resold as publicly traded securities, and historically the 

trading volume in the loan market has been small relative to, for example, the high yield bond 

market. In addition, the unique nature of the loan documentation may involve a degree of 

complexity in negotiating a secondary market purchase or sale which may not exist, for example, 

in the bond market. There can be no assurance that future levels of supply and demand in loan 

trading will provide a sufficient degree of liquidity in the market. This means that such assets may 

be subject to greater disposal risk in the event that a Partnership wishes to sell such assets. 

With respect to investments in loans, the return of capital, if any, will generally occur only upon 

the repayment of loans, and the Partnerships do not expect loans to be repaid in full for a number 

of years following the entering into such arrangements. Trade sales of portfolio companies to 

generate principal repayments may rely on the buyers’ ability to finance acquisitions and cash 
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realizations may be delayed because of deferred consideration structures. In addition, there may 

be a risk that capital and accrued interest (if any) in respect of an instrument may not be repaid on 

their due date and accordingly the issuer of such loan may default on its repayment obligations, 

thus causing a Partnership to suffer a loss. 

Although any particular loan often will share features with other loans and obligations of its type, 

its actual terms will have been a matter of negotiation and will thus be unique. Any particular loan 

or obligation may contain terms that are not standard and that provide less protection to creditors 

than might be expected, including in respect of covenants, events of default, security or guarantees. 

There is limited historical data available as to the levels of defaults and/or recoveries that may be 

experienced on loans and no assurance can be given as to the levels of default and/or recoveries 

that may apply to any loans originated or acquired by a Partnership. Recoveries on loans will be 

affected by the particular circumstances of the borrower and its owners and creditors, its assets 

and other factors. Ultimate recovery rates are difficult to predict and may not achieve a 

Partnership’s investment return objectives. 

The contractual rights of a Partnership, in relation to the loans that it acquires, will depend on the 

way in which the Partnerships acquire the loans. It is intended that a Partnership may acquire 

interests in loans either (i) directly or (ii) indirectly by way of a participation or sub-participation. 

In a participation or sub-participation arrangement, a Partnership will gain an economic exposure 

to a loan or group of loans without becoming a lender of record. In these circumstances, a third 

party, such as a loan trading desk at a financial institution, holds the loan as the lender of record 

and retains the voting rights in respect of the loan. 

Accordingly, the contractual rights acquired by a Partnership may vary considerably and the 

Partnership may be required to adopt particular contractual arrangements and structures in order 

to satisfy the legal and regulatory requirements of a particular jurisdiction. Additionally, a 

purchaser by way of transfer or assignment of a loan typically acquires all the rights and obligations 

of the assigning institution, becomes a lender under the credit agreement with respect to the debt 

obligation (although its rights can be more restricted than those of the assigning or transferring 

institution) and has a direct contractual relationship with the borrower. Acquisition of a 

participation or sub-participation interest in a loan typically results in a contractual relationship 

only with the lender which is participating out its interest under the loan, rather than with the 

borrower. On the acquisition of a participation or sub-participation, a Partnership will generally 

not have a right to enforce compliance with the terms of the loan agreement against the borrower, 

and will be reliant on the lender which is participating its interest under the loan. As a result, the 

Partnership will assume credit risk in relation to both the borrower and the entity which is 

participating or sub-participating its interest under the loan. 

Moreover, the Partnerships’ portfolio investments, particularly investments in loans or other forms 

of indebtedness, may be subject to early redemption features, refinancing options, prepayment 

options or similar provisions which, in each case, could result in the issuer or borrower repaying 

the principal on an obligation held by a Partnership earlier than expected (which could result in 

such Partnership’s investment return from such portfolio investment being less than that 

anticipated by such Partnership when it made the portfolio investment). As a consequence, such 

Partnership’s ability to achieve its investment objectives may be affected. 
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Investments in Debt Instruments. A Partnership may, in certain circumstances, make 

investments in debt instruments or convertible debt securities in connection with investments in 

equity or equity-related securities (including as additional capital) or may make debt investments 

that have an expected return comparable to equity or equity-related securities. Such debt may be 

unsecured and structurally or contractually subordinated to substantial amounts of senior 

indebtedness, all or a significant portion of which may be secured. Moreover, such debt 

investments may not be protected by financial covenants or limitations upon additional 

indebtedness and there is no minimum credit rating for such debt investments. Other factors may 

materially and adversely affect the market price and yield of such debt investments, including 

investor demand, changes in the financial condition of the applicable issuer, government fiscal 

policy and domestic or worldwide economic conditions. 

General Credit Risks. Credit risk refers to the financial soundness of the issuer or borrower. It is 

the risk that the borrower or issuer will be unable to fulfill its commitment in the form of periodic 

interest payments and the repayment of the principal amount. Bonds have varying levels of credit 

risk depending on the issuer’s monoline insurer (if any), hedge counterparty (if any) and liquidity 

provider (if any) of the financial profiles. Credit risk is often used interchangeably with default 

risk. However, the former also includes the risk of downgrade, which may impact the valuation of 

the particular bond or loan.  

With respect to certain Partnerships’ investments, the value of any underlying collateral, the 

creditworthiness of the borrower or issuer and the priority of the lien are each of great importance. 

A Partnership cannot guarantee the adequacy of the protection of its interest, including the validity 

or enforceability of the loan and the maintenance of the anticipated priority and perfection of the 

applicable security interests. Furthermore, a Partnership cannot assure that claims may not be 

asserted that might interfere with enforcement of the rights of the holder(s) of the relevant debt. In 

the event of a foreclosure, the liquidation proceeds upon sale of such asset may not satisfy the 

entire outstanding balance of principal and interest on the loan or a Partnership’s investment in 

such loan, resulting in a loss to the Partnership. Any costs or delays involved in the effectuation of 

a foreclosure of a loan or a liquidation of the underlying property will further reduce the proceeds 

and thus increase the loss. A Partnership may not have the right to proceed directly against obligors 

on such Partnership’s interests.  

Below Investment Grade Securities And Loans. The Partnerships may invest in “below 

investment grade” bonds of issuers, and loans made to borrowers, in a weak financial condition 

including companies involved in bankruptcy or other reorganization and liquidation proceedings. 

Although they also may offer the potential for correspondingly high returns, these bonds or loans 

are likely to be particularly risky investments for reasons including the following: (i) it may be 

difficult to obtain information as to the true condition of such issuers or borrowers; (ii) such 

investments may also be adversely affected by laws relating to, among other things, fraudulent 

transfers and other voidable transfers or payments, lender liability and the bankruptcy court’s 

power to disallow, reduce, subordinate or disenfranchise particular claims; (iii) the issuer of the 

securities or the borrower will frequently be, or will be, facing insolvency procedures and may be 

in breach of covenants and unable to pay debts as they fall due; (iv) insolvency laws and procedures 

will vary between jurisdictions and may be amended during the life of the applicable Partnership; 

(v) loans to such companies or bonds issued by such companies may be considered speculative, 

and the ability of such companies to pay their debts on schedule could be affected by adverse 
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interest rate movements, changes in the general economic climate, economic factors affecting a 

particular industry or specific developments within such companies; and (vi) in certain 

transactions, the loans may not be “hedged” against market fluctuations, or, in liquidation 

situations, may not accurately value the assets of the entity being liquidated.  

Financial Institution Risk; Distress Events. An investment in a Partnership is subject to the risk 

that one of the Partnership’s banks, brokers, hedging counterparties, lenders or other custodians of 

some or all of the Partnership’s assets (each, a “Financial Institution”) fails to perform its 

obligations or experiences insolvency, closure, receivership or other financial distress or difficulty 

(each, a “Distress Event”). Distress Events can be caused by factors including eroding market 

sentiment, significant withdrawals, fraud, malfeasance, poor performance or accounting 

irregularities. In the event a Financial Institution experiences a Distress Event, TowerBrook, the 

Partnership and/or their portfolio companies may not be able to access deposits, borrowing 

facilities or other services for an extended period of time or ever. Although assets held by regulated 

Financial Institutions in the United States frequently are insured up to stated balance amounts by 

organizations such as the FDIC, in the case of banks, or the Securities Investor Protection 

Corporation (“SIPC”), in the case of certain broker-dealers, amounts in excess of the relevant 

insurance are subject to risk of loss, and any non-U.S. Financial Institutions that are not subject to 

similar regimes pose increased risk of loss. Although in recent years governmental intervention 

has resulted in additional protections for depositors, there can be no assurance that governmental 

intervention will be successful or avoid the risk of loss, substantial delays or negative impact on 

banking or brokerage conditions or markets. 

Any Distress Event has a potentially adverse effect on the ability of TowerBrook to manage the 

Partnership and their investments, and on the ability of TowerBrook, any Partnership and/or 

portfolio companies to maintain operations, which in each case could result in significant losses 

and unconsummated investment acquisitions and dispositions. Such losses have the potential to 

include a Partnership to pay fees and expenses in the event the Partnership is not able to close a 

transaction (whether due to the inability to draw capital on a credit line provided by a Financial 

Institution experiencing a Distress Event, the inability of investors to make capital contributions 

or otherwise), as well the inability of a Partnership to acquire or dispose of investments at prices 

that the relevant general partner believes reflect the fair value of such investments and/or the 

inability of portfolio companies to make payroll, fulfill obligations and maintain operations. 

Although TowerBrook expects to exercise contractual remedies under the agreements with 

Financial Institutions in the event of a Distress Event, there can be no assurance that such remedies 

will be successful or avoid losses or delays. 

Many Financial Institutions require, as a condition to using their services or otherwise, that 

TowerBrook and/or the relevant Partnership maintain all or a set amount or percentage of their 

respective accounts or assets with the custodian, which heightens the risks associated with a 

Distress Event with respect to such custodians. Although TowerBrook seeks to do business with 

custodians that it believes are creditworthy and capable of fulfilling their respective obligations to 

the Partnership, TowerBrook is under no obligation to use a minimum number of custodians with 

respect to any Partnership, or to maintain account balances at or below the relevant insured 

amounts. 
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Middle-Market Companies. A component of TowerBrook’s investment objectives is to invest in 

middle-market companies. While investments in middle-market companies may present greater 

opportunities for growth, such investments may also entail larger risks than are customarily 

associated with investments in large companies. Medium-sized companies may have more limited 

product lines, markets and financial resources, and may be dependent on a smaller management 

group. As a result, such companies may be more vulnerable to general economic trends and to 

specific changes in markets and technology. In addition, future growth may be dependent on 

additional financing, which may not be available on acceptable terms when required. Further, there 

is ordinarily a more limited marketplace for the sale of interests in smaller, private companies, 

which may make realizations of gains more difficult, by requiring sales to other private investors. 

In addition, the relative illiquidity of private equity investments generally, and the somewhat 

greater illiquidity of private investments in small- and medium-sized companies, could make it 

difficult for TowerBrook to react quickly to negative economic or political developments. 

Toehold Investments. A Partnership or a portfolio company may accumulate minority positions 

in the outstanding voting stock, or securities convertible into the voting stock, of potential target 

companies. The Partnership and/or such portfolio company may be unable to accumulate a 

sufficiently large position in a target company to execute its strategy. In such circumstances, the 

Partnership and/or such portfolio company may dispose of its position in the target company within 

a short time of acquiring it and there can be no assurance that the price at which such stock is sold 

will not have declined since the time of acquisition. This may be exacerbated by the fact that stock 

of the companies that such portfolio company may target may be thinly held and that the position 

held may nevertheless have been substantial and its disposal may depress the market price for such 

stock. 

Risks of Multi-Step Acquisitions. In the event that a Partnership or a portfolio company chooses 

to effect a transaction by means of a multi-step acquisition (such as a first-step cash tender offer 

or stock purchase followed by a merger or in the case of a simultaneous acquisition and concurrent 

merger of two separate companies), there can be no assurance that the latter steps can be 

successfully consummated. This could result in the Partnership or such portfolio company, as 

applicable, having only partial control over the investment or partial access to its cash flow to 

service debt incurred in connection with the acquisition. 

Integration of Acquisitions. A Partnership may acquire multiple companies or businesses or a 

portfolio company may acquire one or more companies or businesses in each case, with the intent 

of integrating the companies or businesses into a single portfolio company. The integration 

activities associated with any such acquisition are complex, and such portfolio company may 

encounter unexpected difficulties or incur unexpected costs as a consequence, including, without 

limitation: (i) the diversion of the attention of such portfolio company’s management to integration 

matters; (ii) difficulties in the integration of the operations and systems of such portfolio company 

and such acquired companies; (iii) difficulties in the assimilation of the employees of such 

portfolio company and such acquired companies; and (iv) challenges in attracting and retaining 

key personnel of such portfolio company and such acquired companies. As a result, TowerBrook 

and the management teams and such portfolio company may be required to devote additional 

resources to integration activities that would otherwise be spent on additional investment activities 

that could benefit a Partnership. 
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Conflicts of Interest regarding TowerBrook and its personnel marketing, organizing, 

sponsoring, acting and receiving compensation in relation to special purpose acquisition 

companies (“SPACs”) and other investments.  Except to the extent prohibited by the Governing 

Documents, TowerBrook and its personnel are permitted to market, organize, sponsor or act in 

other capacities (including as director, founder or manager) for other pooled investment vehicles, 

accounts or SPACs the investment or business strategy of which does not overlap with the 

Partnership(s) and to receive compensation (including in the form of management fees, 

performance-based compensation, founders’ equity or similar interests) relating thereto. Subject 

to any limitations imposed by the Governing Documents and anti-“assignment” provisions of the 

Advisers Act, TowerBrook and its personnel are also permitted to offer, restructure and monetize 

interests in TowerBrook. 

  

Conflicts of Interest regarding the services provided by TowerBrook relating to SPACs, 

Partnership and portfolio companies.  TowerBrook and its related entities engage in a broad 

range of advisory and non-advisory activities, including investment activities for their own account 

and for the account of other Partnerships, and providing transaction-related, legal, management 

and other services to Partnerships, SPACs and portfolio companies. TowerBrook will devote such 

time, personnel and internal resources as are necessary to conduct the business affairs of the 

Partnerships in an appropriate manner, as required by the Governing Documents, although the 

Partnerships and their respective investments will place varying levels of demand on these over 

time. In the ordinary course of TowerBrook conducting its activities, the interests of a Partnership 

likely will conflict with the interests of TowerBrook, one or more other Partnerships, portfolio 

companies or their respective affiliates in certain circumstances. Certain of these conflicts of 

interest are discussed herein. As a general matter, TowerBrook will determine all matters relating 

to structuring transactions and Partnership operations using its reasonable judgment considering 

all factors it deems relevant, but in its sole discretion, subject in certain cases to the required 

approvals by the advisory committees of the participating Partnerships. 

  

Other Information regarding expenses relating to SPACs. To the extent holding or 

intermediate entities include one or more SPACs, the relevant Partnership(s) will bear the costs of 

organizing and offering such SPACs, as well as the amount and dilutive effect of any founders’ 

equity or similar interests issued thereby that are not held directly or indirectly by the Partnership, 

and except where prohibited by the Governing Documents, such interests are permitted to be issued 

to TowerBrook and its personnel. 

 

Portfolio Concentration. Although the constituent documents of the Partnerships may provide 

for limitations regarding the amount of aggregate capital commitments that may be invested in a 

single portfolio company of a particular Partnership or a particular underlying business, credit or 

asset, diversification is not a requirement of the Partnerships. The Partnerships’ portfolios may 

include a small number of large positions. If the Partnerships’ investments are concentrated in a 

few issuers or industries, any adverse change in one or more of such issuers or industries could 

have a material adverse effect on a particular Partnership’s investments. Therefore, while any 

potential investment concentration may enhance total returns to the partners of a particular 

Partnership, if any large position has a material loss returns to partners of a particular Partnership 

may be lower than if they had invested in a diversified portfolio. 

 



 

40 
 

Foreign Investments. Although TowerBrook intends for the Partnerships to invest primarily in 

companies domiciled or headquartered in North America and Europe, the Partnerships may from 

time to time invest in indebtedness, securities or assets of companies headquartered elsewhere. 

Investing outside the United States may involve greater risks than investing in the United States. 

In particular, the value of a Partnership’s investments in foreign securities, debt obligations or 

assets may be significantly affected by changes in currency exchange rates, which may be volatile. 

Although TowerBrook may attempt to hedge against foreign currency exchange rate risks by 

utilizing spot and forward foreign exchange contracts, foreign currency options or other 

instruments, there can be no assurance that TowerBrook will be able to do so successfully or cost-

effectively, and TowerBrook may decide not to hedge against such risks or to do so only 

incompletely. Additional risks include, without limitation: (i) risks of economic dislocations in the 

host country; (ii) less publicly available information; (iii) less developed regulatory institutions; 

and (iv) greater difficulty of enforcing legal rights in a foreign jurisdiction. Moreover, non-U.S. 

companies may not be subject to uniform accounting, auditing and financial reporting standards, 

practices and requirements comparable to those that apply to U.S. companies. 

 

Additionally, in some countries outside the U.S. and Western Europe, there is the possibility of 

expropriation of value, including through confiscatory taxation, limitations on the repatriation or 

sale of securities, debt obligations, property or other assets of the Partnerships, political or social 

instability or diplomatic developments, each of which could have an adverse effect on the 

Partnerships’ investments in such foreign countries. While TowerBrook will take these factors into 

consideration in making investment decisions for the Partnerships, no assurance can be given that 

TowerBrook will be able to evaluate these risks accurately.  

Provision of Managerial Assistance and Control; Board Participation. TowerBrook may 

designate directors (and non-executive chairpersons) to serve on the boards of directors of the 

businesses underlying the Partnerships’ investments. The designation of directors could expose 

the assets of a Partnership to claims by a portfolio company, its security holders and its creditors. 

The exercise of control over a company imposes additional risks of liability for environmental 

damage, product defects, failure to supervise management, violation of governmental regulations 

and other types of liability which the limited liability characteristic of business operations usually 

ignores. If these liabilities were to arise, a Partnership could suffer losses in its investments. While 

TowerBrook intends to manage the Partnerships in a way that will seek to minimize exposure to 

these risks, the possibility of successful claims cannot be precluded. 

Although such board positions in certain circumstances may be important to a Partnership’s 

investment strategy and may enhance TowerBrook’s ability to manage investments, they may also 

have the effect of impairing TowerBrook’s ability to sell the related securities when, and upon the 

terms, it may otherwise desire and may subject TowerBrook and the applicable Partnership(s) to 

claims they would not otherwise be subject to as an investor, including claims of breach of duty 

of loyalty, securities claims and other director‐related claims. In general, the applicable Partnership 

will indemnify TowerBrook from such claims. 

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

owners of portfolio companies in which a Partnership invests may undermine an investment 

manager’s due diligence efforts with respect to such companies and, if such fraud is discovered, 

negatively affect the valuation of a Partnership’s investments. In addition, when discovered, fraud 
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may contribute to overall market volatility that could negatively impact a Partnership’s 

investments. In the event of fraud by any portfolio company in which a Partnership invests, the 

Partnership may suffer a partial or total loss of its capital investment in that company. 

Possibility of Misconduct of Employees and Service Providers. Misconduct by employees of a 

general partner, an investment manager, service providers to the Partnership and/or their respective 

affiliates could cause significant losses to a Partnership. Misconduct may include, without 

limitation, entering into transactions without authorization, the failure to comply with operational 

and risk procedures, including due diligence procedures, misrepresentations as to investments 

being considered by a Partnership, the improper use or disclosure of confidential, personal or 

material non-public information, which could result in litigation or serious financial harm, 

including limiting a Partnership’s business prospects or future marketing activities, and non-

compliance with applicable laws or regulations and the concealing of any of the foregoing. Such 

activities may result in reputational damage, litigation, business disruption and/or financial losses 

to a Partnership. TowerBrook has controls and procedures through which it seeks to minimize the 

risk of such misconduct occurring; however, no assurances can be given that a general partner or 

an investment manager will be able to identify or prevent such misconduct. 

Operational Risk. A Partnership depends on the investment manager and its other service 

providers to develop appropriate systems and procedures to control operational risk. Operational 

risks arising from mistakes made in the confirmation or settlement of transactions, from 

transactions not being properly booked, evaluated or accounted for or other similar disruption in a 

Partnership’s operations, may cause the Partnership to suffer financial loss, the disruption of its 

business, liability to Clients or third parties, regulatory intervention or reputational damage. A 

Partnership’s business is highly dependent on its ability to process transactions across numerous 

and diverse markets. Consequently, a Partnership relies heavily on its service providers that 

provide financial, accounting and other data processing systems. The ability of these systems to 

accommodate an increasing volume of transactions could also constrain a Partnership’s abilities 

to properly manage its portfolio. 

Compliance Failures. TowerBrook and certain of its affiliates, including investment managers, 

are regulated entities, and any compliance failures or other inappropriate behavior by them may 

have a material adverse effect on a Partnership. The provision of investment management services 

is regulated in most relevant jurisdictions, and the investment manager (and TowerBrook 

generally) must maintain their regulatory authorizations to continue to be involved both in the 

management of the Partnership’s investments and to continue TowerBrook’s businesses generally. 

An investment manager’s ability to source and execute investments for the Partnership, and 

investor sentiment with respect to the Partnership, may be adversely affected by negative publicity 

arising from any regulatory compliance failures or other inappropriate behavior by any 

TowerBrook affiliate or TowerBrook investment professionals. 

Regulatory Developments Relating to Investment Advisers and Private Funds.  Legal, tax and 

regulatory changes, as well as judicial decisions, could adversely affect TowerBrook and its 

Clients, particularly those clients that are private funds (each, a “Fund”).  In particular, the 

regulatory environment relevant to private investment funds is evolving and may entail increased 

regulatory involvement in TowerBrook’s business or result in ambiguity or conflict among legal 
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or regulatory schemes applicable to TowerBrook’s business, all of which could adversely affect 

the investment strategies pursued or the value of investments held by a Fund.   

In 2022 and through early 2024, the SEC voted to propose, and in some cases adopt, several new 

rules and amendments that will affect TowerBrook’s business and the Funds.  

Private Fund Adviser Rules. In August 2023, the SEC adopted new rules and amendments 

(collectively, the “Private Fund Adviser Rules”) to existing rules under the Investment Advisers 

Act of 1940, as amended (the “Advisers Act”) specifically related to registered investment advisers 

and their activities with respect to private funds.  Depending on the outcome of ongoing litigation 

challenging the Private Fund Adviser Rules, the Private Fund Adviser Rules may have a significant 

impact on TowerBrook’s business and the Funds.  In particular, the final rules (i) require the 

adviser to provide quarterly statements reporting standardized private fund performance and 

detailing private fund fees and expenses; (ii) require registered advisers to obtain an annual aiduit 

for private funds; (iii) impose certain enhanced requirements, including the need to obtain a 

fairness opinion for adviser-led secondary transactions; (iv) prohibit advisers from engaging in 

certain proscribed activities and practices without disclosure to (and in some cases, without the 

consent of) investors; and (v) impose limitation and new disclosure requirements regarding 

preferential treatment of investors in private funds in side letters or other arrangements with an 

adviser.  

Form PF Amendments.  In May 2023 and February 2024, the SEC adopted amendments to Form 

PF.  The final amendments adopted in May 2023 require registered investment advisers to private 

funds to (i) file a private equity event reports on a quarterly basis upon the occurrence of any of 

the following: (1) completion of an advisor-led secondary transaction; and (2) investor election to 

remove a fund’s general partner, terminate a fund’s investment period, or terminate a fund; and 

(ii) report more granular information about default events, the identity of institutions providing 

bridge financing, and the geographical breakdown of investment by private funds. The final 

amendments adopted in February 2024 will, among other things, enhance reporting on basic 

information about advisers and the private funds they advise, specifically related to assets under 

management, withdrawals and redemptions, inflows and outflows, creditors, beneficial ownership 

and fund performance. The amendments also make changes to the way master-feeder structures, 

fund of funds, and parallel funds are reported on Form PF, including requiring reporting on a 

disaggregated basis and adopting changes to the requirements concerning when advisers muct 

“look through” certain fund investments. report extensive additional information about 

themselves, the funds they advise, and the management, investments and operations of private 

fund portfolios, including numerous new current reporting requirements upon the occurrence of 

specified events relating to the operation of private funds. 

Cybersecurity Risk Management Proposal.  In January 2022, the SEC proposed new cybersecurity 

risk management rules and amendments that would require advisers to adopt and implement 

written cybersecurity policies and procedures, confidentially report significant cybersecurity 

incidents to the SEC within 48 hours of discovery, make enhanced disclosure about cybersecurity 

risks and incidents, and maintain related books and records.   

ESG Proposal.  In May 2022, the SEC proposed amendments to Form ADV which would require 

investment advisers, including private fund advisers, to provide additional information regarding 
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their incorporation of ESG factors in their investment strategies.  The proposal seeks to categorize 

certain types of ESG strategies broadly and would require advisers to provide specific disclosures 

based on the ESG strategies they pursue.   

Reporting of Beneficial Ownership of Securities Amendments. In October 2023, the SEC adopted 

amendments to the rules governing beneficial ownership reporting. Specifically, the amendments: 

(i) accelerate the current initial filing deadlines for Schedule 13D and Schedule 13G filings; (ii) 

revise the filing deadlines for Schedule 13G to 45 days after the end of the calendar quarter in 

which a reportable change occurs; (iii) provide that an amendment obligation for Schedule 13G  

filers shall only arise upon the occurrence of a material change in the facts reported; (iv) revise the 

filing deadline for when amended Schedule 13D and some amended Schedule 13G filings must be 

filed in lieu of the current “promptly” standard; (v) provide that beneficial ownership of cash-

settled derivative securities may be required to be reported in certain cases; and (vi) require that 

Schedules 13D and 13G be filed using iXBRL. 

Adviser Outsourcing Proposal.  In October 2022, the SEC proposed a new rule and related rule 

amendments under the Advisers Act that would establish a new oversight framework for 

outsourcing by registered investment advisers.  The proposal would (i) require advisers to conduct 

due diligence prior to engaging a “service provider” to perform a “covered function” and to 

periodically monitor the performance and reassess the retention of the service provider; (ii) require 

advisers to conduct due diligence prior to engaging a third party to perform a “recordkeeping 

function” and to periodically monitor the performance and reassess the retention of the third-party 

recordkeeper, as well as to obtain reasonable assurances that the third party will meet certain 

standards; (iii) require advisers to make and/or keep books and records related to the foregoing 

due diligence and monitoring requirements; and (iv) amend Form ADV to collect census-type 

information about advisers’ use of service providers. 

Custody Rule Proposal. In February 2023, the SEC proposed amendments to Rule 206(4)-2 under 

the Adviser Act (the “Custody Rule”). If adopted, the changes would amend and re-designate Rule 

206(4)-2 as a new Rule 223-1, referred to as the “Safeguarding Rule”. The Safeguarding Rule 

would expand the current Custody Rule to apply to a broader array of asset classes and advisory 

activities, increase the requirements placed on advisers with custody and the availability of existing 

exceptions to certain requirements, and increase related recordkeeping and reporting requirements 

placed on advisers.  

Use of Artificial Intelligence Technologies Proposal. In July 2023, the SEC proposed new rules to 

require SEC-registered broker-dealers and investment advisers to address conflicts of interest 

associate with using “Covered Technologies”, such as predictive data analytics, artificial 

intelligence, and similar technologies, in “Investor Interactions”, defined to encompass a broad 

range of communications and actions firms make that implicate investors’ assets or interests. The 

proposed rules would require a firm to eliminate, or neutralize the effect of, any “Conflict of 

Interest” resulting from the use of Covered Technologies that places or results in the placing of the 

interests of the firm or its associated persons ahead of the interests of investors. The proposed rules 

also would require a firm using Covered Technologies to adopt and implement policies and 

procedures reasonably designed to prevent violations or, or to achieve compliance with, the 

requirements.  
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Other Investment Activities. TowerBrook personnel are responsible for managing Partnerships 

with varying investment strategies (e.g., private equity, structured opportunities and impact 

opportunities).  

Moreover, TowerBrook personnel may serve as members of the boards of directors or similar 

governing bodies of various companies and may participate in other activities outside of 

TowerBrook. Furthermore, TowerBrook personnel may receive material non-public information 

(“MNPI”) about various companies through such positions or otherwise. Such positions and/or 

receipt of MNPI may have the effect of impairing the ability of a general partner or investment 

manager to sell the related securities when, and upon the terms, it may otherwise desire. Conflicts 

may arise as a result of such activities and in the allocation of management resources. The 

possibility exists that the companies with which one or more of the members of the TowerBrook 

team is involved could engage in transactions which would be suitable for a Partnership, but in 

which such Partnership might be unable to invest. As a result, a Partnership may be restricted in 

certain investments which could negatively impact returns received by the Partnership. 

Although the PE Partnerships, the TSO Partnerships and the Delta Partnerships generally pursue 

different investment strategies TowerBrook may be required, from time to time, to address 

potential conflicts of interests between or among the Clients, including with respect to the 

consummation of an investment, the administration of an investment (including with respect to 

exercising voting rights, granting or withholding a waiver or taking or refraining from taking any 

other action) or the disposition of an investment. Subject to the provisions of the Governing 

Documents of the applicable Clients, on any matter involving a conflict of interest, TowerBrook 

will be guided by its duties to the Clients and will seek to resolve such conflict in good faith and 

in the best interest of each Client, including, where deemed necessary, to cause the affected 

Client(s) to take such steps as may be necessary to minimize or eliminate the conflict, even if that 

would require a Client to (i) forego an investment opportunity or divest investments that, in the 

absence of such conflict, it would have made or continued to hold, (ii) vote a security or instrument 

of indebtedness in a certain way, (iii) exercise or refrain from exercising any right as an equity 

holder or debt holder, or (iv) otherwise take action that may have the effect of benefiting 

TowerBrook, any of its affiliates, or another Client and may not be in the best interests of the 

affected Client(s).  

TowerBrook and its personnel have ongoing interests, including economic interests in the Clients. 

The Clients may from time to time invest in one or more of the businesses in which the other 

Clients are invested, or in competitors of such businesses, or vice versa. The performance and 

operation of such competing businesses could conflict with and adversely affect the performance 

and operation of the business in which a Client is invested and may adversely affect the prices and 

availability of business opportunities or transactions available to such business. Accordingly, such 

entities and persons are likely to experience a variety of conflicts of interest to the extent that the 

interests of a Client would be adversely affected by investment decisions that would otherwise be 

in the best interest of another Client. Similarly, if the TowerBrook team is faced with investment 

decisions that would be in the best interest of a Client but would otherwise adversely impact 

another Client, it may nevertheless be incentivized to make such decisions for the benefit of a 

Client to the detriment of the other Client if the team members are economically or otherwise 

incentivized to do so (e.g., due to the prospect of earning more carried interest, management fee 

or other fees). 
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TowerBrook expects that the PE Partnerships, the TSO Partnerships and/or the Delta Partnerships 

will not invest in the same portfolio company or issuer, other than when presented with unique and 

compelling circumstances or, as may occasionally be the case, if TowerBrook determines that a 

follow-on investment in a company or issuer in which a TSO Partnership, Delta Partnership or a 

PE Partnership is already invested is appropriate for another Partnership. In the case of initial 

investments, in the rare instance that TowerBrook determines that an investment opportunity is to 

be allocated in relevant part to the two or more of PE Partnerships, the TSO Partnerships and/or 

the Delta Partnerships, then the Partnerships will in all cases invest in the same levels of the 

company’s capital structure and in approximately the same proportions. In the case of follow-on 

investments, if TowerBrook determines that an investment opportunity is to be allocated in 

relevant part to two or more of PE Partnerships, the TSO Partnerships and/or the Delta 

Partnerships, then TowerBrook will attempt to limit conflicts of interest and perceived conflicts of 

interest by seeking to avoid circumstances in which the PE Partnerships, the TSO Partnerships 

and/or the Delta Partnerships are invested in different levels of a company’s capital structure or 

disproportionately in the same levels of a company’s capital structure. However, avoiding those 

circumstances in the case of a follow-on investment may not always be possible for a variety of 

reasons, including the lack of flexibility afforded to TowerBrook to structure the follow-on 

investment due to the constraints presented by the existing capital structure and other facts and 

circumstances relating to the initial investment, availability of capital in particular Partnerships, 

investment limitations in a particular Partnership, age of one Partnership versus another 

Partnership, the availability of the applicable equity security or debt instrument in the market and 

several other factors. From time to time, therefore, a Partnership may make a follow-on investment 

in a company or issuer in which a TSO Partnership, Delta Partnership or PE Partnership holds an 

investment in a different part of the capital structure of such company or issuer and/or in a different 

proportion to the investment held by such Partnerships in another part of the capital structure of 

such company or issuer (and vice versa). In general, such investments will be made only when, at 

the time of investment and after giving effect to the investment, TowerBrook reasonably believes 

that (i) such investment is in the best interests of each of the applicable PE Partnerships, TSO 

Partnerships and/or Delta Partnerships, (ii) the possibility of actual adversity between such 

Partnerships is unlikely and/or (iii) in light of the particular circumstances, TowerBrook believes 

that such investment is appropriate, notwithstanding the potential for conflict, and TowerBrook 

has received, to the extent required by the applicable Partnerships’ Governing Documents, any 

required approval for the Advisory Boards of such Partnerships.  

Members of the Advisory Boards of the applicable Partnerships may themselves have conflicts of 

interest that do not disqualify such members from voting or consenting to matters submitted to 

their Advisory Boards for consideration or review. Furthermore, if a member of an Advisory Board 

has an interest unrelated to TowerBrook, it may not act in the best interest of a Partnership that it 

represents. While TowerBrook may adopt policies or procedures to address such conflicts in the 

future, it has not done so to date and it may not be possible to eliminate such conflicts. In addition, 

a Client may be adversely affected by restrictive covenants or other contractual provisions that 

TowerBrook or certain Clients may be subject to that, for example, would prevent TowerBrook or 

a portfolio company of a Client from soliciting or hiring an executive or director, or making an 

investment, that would otherwise be suitable for TowerBrook or such portfolio company. 

Similarly, a Client may also be adversely affected by certain laws or regulations (for example, 

state “tied-house” rules) that regulate an investment or the industry applicable to an investment 

made by a certain Client in a manner such that the applicable Client would be precluded from 
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making an investment in such industry or in a related business vertical of such investment that 

such Client could otherwise invest in. Additionally, prospective investors should expect that 

conflicts will arise when a Client is investing in a company in which another Client holds, or is 

making, an investment. While TowerBrook will seek to limit the possibility of actual adversity 

between the TSO Partnerships, the Delta Partnerships and/or the PE Partnerships and any other 

Client, no assurance can be given that such conflicts will not occur.  

With respect to any other conflicts of interest, TowerBrook will endeavor to resolve them in a 

manner that they determine to be fair and equitable under the circumstances and over time. 

Nevertheless, there can be no assurance that TowerBrook will succeed in resolving any such 

conflicts in a manner that is fair and equitable to a Client. 

Cybersecurity Risks. As the use of innovative technology is increasingly prevalent in the course 

of business, TowerBrook, the Partnerships and/or their respective service providers and portfolio 

companies are susceptible to cybersecurity risks that include, without limitation, theft, 

unauthorized monitoring, release, misuse, loss, destruction or corruption of confidential and highly 

restricted data; denial of service attacks; unauthorized access to relevant systems, compromises to 

networks or devices that TowerBrook, the Partnerships and/or their service providers and portfolio 

companies use to service the Partnerships’ operations; or operational disruption or failures in the 

physical infrastructure or operating systems that support TowerBrook, the Partnerships and/or their 

respective service providers and portfolio companies. Cyber-attacks against or security 

breakdowns of TowerBrook, the Partnerships and/or their respective service providers and 

portfolio companies may adversely impact the Partnerships and their investors, potentially 

resulting in, among other things, financial losses; the inability of us or the investors to transact 

business and the Partnerships to process transactions; the interruption of normal business activities;  

violations of applicable privacy and other laws; regulatory fines, penalties, reputational damage, 

reimbursement or other compensation costs; and/or additional compliance costs. The use of 

artificial intelligence applications could also result in cybersecurity incidents that could implicate, 

among other things, personal data. The Partnerships and TowerBrook may incur additional costs 

for cybersecurity risk management and remediation purposes. In addition, cybersecurity risks may 

also impact issuers of securities in which the Partnerships invest, which may cause a Partnership’s 

investment in such issuers to lose value. There can be no assurance that TowerBrook, a Partnership, 

its service providers and/or a portfolio company will not suffer losses relating to cyber-attacks or 

other information security breaches in the future.  

The failure, corruption or breach of one or more systems (including as a result of the occurrence 

of a disaster such as a natural catastrophe, an industrial accident, a terrorist attack or war, events 

unanticipated in TowerBrook’s disaster recovery systems, or a support failure from external 

providers) or the inability of such systems to satisfy investors’ needs, including, without limitation, 

the execution of orders, could result in significant losses and have a material adverse effect on a 

Partnership and/or TowerBrook’s ability to conduct business, particularly if those events affect the 

TowerBrook’s computer-based data processing, transmission, storage and retrieval systems or 

destroy the TowerBrook’s data. If a significant number of TowerBrook’s personnel were to be 

unavailable in the event of a disaster, TowerBrook’s ability to effectively conduct a Partnership’s 

business could be severely compromised. In addition, there are increased risks relating to the 

TowerBrook’s reliance on its computer programs and systems if TowerBrook’s personnel are 

required to work remotely for extended periods of time as a result of events such as the outbreak 
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of infectious disease or other adverse public health developments or natural disasters, including an 

increased risk of cyber-attacks and unauthorized access to TowerBrook’s computer systems. 

Due to the rapidly evolving nature of cybersecurity threats, there can be no assurance that 

TowerBrook, a Partnership, its service providers and/or a portfolio company will be able to timely 

identify potential new cybersecurity vulnerabilities to mitigate potential losses or compromised 

security. 

Risks Related to Natural Disasters, Epidemics, Terrorist Attacks and Geopolitical Events.  

Countries and regions in which the Firm invests, where TowerBrook has its offices or where the 

Firm or its clients otherwise do business are susceptible to natural disasters (e.g., fire, flood, 

earthquake, storm and hurricane) and epidemics, pandemics or other outbreaks of serious 

contagious diseases. Pandemics and other widespread public health emergencies, including 

outbreaks of infectious diseases such as SARS, H1N1/09 flu, avian flu, Ebola and COVID-19, 

have resulted in market disruption, and future such emergencies have the potential to materially 

and adversely impact economic production and activity in ways that are impossible to predict, all 

of which may result in significant losses to the Partnerships.  

In an effort to contain such health emergencies, national, regional and local governments, as well 

as private businesses and other organizations, have taken or have the potential to take restrictive 

measures, including instituting local and regional quarantines, restricting travel (including closing 

certain international borders), prohibiting public activity (including “stay-at-home” and similar 

orders), and ordering the closure of large numbers of offices, businesses, schools, and other public 

venues. Any such measures have the potential to significantly diminish economic production and 

activity of all kinds and contribute to volatility in financial markets, demand across categories of 

consumers and businesses, as well as in the credit and capital markets. Restrictive measures, 

whether on an initial or re-imposed basis, also have the potential to cause labor force and 

operational disruptions, slowing or complete idling of certain supply chains and manufacturing 

activity, increases in unemployment levels, and strain and uncertainty for businesses and 

households, with a particularly acute impact on industries dependent on travel and public 

accessibility, such as transportation, hospitality, tourism, retail, sports and entertainment. 

The ultimate impact of any such health emergency — and any resulting decline in economic and 

commercial activity — on global economic conditions, and on the operations, financial condition 

and performance of any particular industry or business, is impossible to predict, but could have a 

significant adverse impact and result in significant losses to the Partnerships.  The occurrence of a 

natural disaster or an epidemic could adversely affect and severely disrupt the business operations, 

economies and financial markets of many countries (even beyond the site of the natural disaster or 

epidemic) and could adversely affect the Firm’s, a relevant Partnership’s or a portfolio company’s 

ability to conduct its routine business.  In addition, terrorist attacks, or the fear of or the precautions 

taken in anticipation of such attacks, could, directly or indirectly, materially and adversely affect 

specific businesses and certain industries in which the Firm invests or could affect the countries 

and regions in which the Partnerships are invested, where the Firm has its office or where the Firm 

or the Partnerships otherwise do business.  Other acts of war (e.g., war, invasion, acts of foreign 

enemies, hostilities and insurrection, regardless of whether war is declared) and related 

geopolitical events, including global sanctions regimes, could also have a material adverse impact 

on the financial condition of businesses, industries or countries in which the Firm invests 
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Partnership assets or the currency in which investments or assets are denominated.  Furthermore, 

natural disasters, epidemics, terrorist attacks and geopolitical events can have the effect of 

compounding or exaggerating the impact of any of the specific investment risks noted above on 

TowerBrook’s operations and Partnership investments.  

Banking and Financial Industry Disruption.  As a result of increasing interest rates, reserves 

held by banks and other financial institutions in bonds and other debt securities could face a 

significant decline in value relative to deposits and liabilities which, coupled with general 

economic headwinds resulting from a changing interest rate environment, creates liquidity 

pressures at such institutions, as evidenced by the bank run on the Silicon Valley Bank Financial 

Group (“SVB”) and on Signature Bank (“Signature”) in 2023, causing them to be placed into 

receivership.  As a result, certain sectors of the credit markets could experience significant declines 

in liquidity, and it is possible that TowerBrook (with respect to Clients), and/or the management 

and other personnel of the portfolio investments owned by Clients, will not be able to manage this 

risk effectively.   

 

Partnership Expenses. A Partnership’s investments will require extensive due diligence, legal, 

and other costs and expenses prior to their consummation and may be subject to broken deal 

expenses if they are not consummated. Such costs may include, without limitation, payment to 

third parties for successfully sourcing deals or other services and could be in the form of cash or 

equity in the portfolio company, which may dilute the Partnership’s investment. A Partnership will 

pay any fees, costs and expenses incurred in connection with the discovery, investigation, 

evaluation, development, acquisition, holding, monitoring or disposition of investment 

opportunities it pursues, whether or not such investments are ultimately consummated, including 

investments pursued by TowerBrook prior to the initial closing of a Partnership that are intended 

to become Partnership investments. Additionally, a Partnership may enter into agreements that 

involve payments by the Partnership, such as reverse break-up fees, if it does not consummate the 

transaction. These expenses can be significant and may be material to a Partnership. A Partnership 

may incur, either directly or pursuant to its obligation to reimburse the general partner, investment 

manager or any of their respective affiliates for any such expenses advanced by them, significant 

expenses in connection with proposed investments that are not consummated without the 

opportunity for gain or recoupment of such expenses. In addition, co-investors may not agree to 

pay or otherwise bear fees, costs or expenses related to unconsummated co-investments. In such 

event, such fees, costs and expenses will be considered operating expenses of and be borne by the 

Partnership. 

Co-Investments. Where appropriate and at all times subject to the Firm’s allocation policy and 

co-investment policy, a general partner may (but is not obligated to) provide co-investment 

opportunities to any person (other than such general partner and its affiliates), including to any 

person who participated in the origination of such investment opportunity, management team 

members, consultants or advisors, persons or entities who the general partner believes will be of 

benefit to the Partnership or one or more portfolio companies or other subsidiaries or who may 

provide a strategic, sourcing or similar benefit to TowerBrook, the general partner, the Partnership, 

a portfolio company or one or more of their respective affiliates due to industry expertise, 

regulatory expertise, operating expertise or otherwise, members of TowerBrook’s SAB and/or 

MAB, any investor in its individual capacity and any other private fund managed by TowerBrook. 

Co-investment opportunities may be made available through limited partnerships or other entities 
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formed to make such investments. All co-investment opportunities will be allocated as a general 

partner determines in its sole discretion, subject at all times to TowerBrook’s allocation policy and 

co-investment policy of the respective fund. 

TowerBrook has adopted a co-investment policy that it will use in making allocation decisions 

with respect to available co-investment opportunities for limited partners of the Partnerships (for 

purposes herein, a “Co-Investment Opportunity”). Pursuant to such policy, TowerBrook would 

consider the following with respect to each Partnership: 

• Concentration Risk: A Co-Investment Opportunity may be appropriate if the proposed 

investment opportunity presents a concentration risk for the Partnership. Examples of 

concentration risk may include, without limitation, (i) the investment opportunity requiring 

a disproportionately large amount of capital as compared to the total committed capital of 

the Partnership or (ii) the investment opportunity being in an industry or geography or asset 

class in which the Partnership or the other TowerBrook funds are already significantly 

invested. 

• Strategic Rationale: Even in the absence of concentration risk, a Co-Investment 

Opportunity may be appropriate if TowerBrook believes there is a unique, strategic 

rationale to offer a Co-Investment Opportunity to a particular limited partner (a “Strategic 

Partner”). Examples include, without limitation, TowerBrook’s belief that:  

– the jurisdiction in which the Strategic Partner is based may positively impact the 

likelihood of the Partnership capitalizing on a potential investment opportunity; 

– the Strategic Partner has existing relationships with management or other parties 

relevant to the target company or lenders; 

– the Strategic Partner has relevant experience in the same industry or sector as the target 

company; 

– TowerBrook’s association with the Strategic Partner may help position companies 

related to the investment favorably with counterparties such as suppliers, distributors 

or customers; 

– the Strategic Partner could be a potential ultimate purchaser of the investment at exit; 

– the Strategic Partner may develop another relationship with companies related to the 

investment which may be beneficial to the Partnership or one or more of the other 

TowerBrook Partnerships; 

– the allocation of the investment opportunity to a Strategic Partner may help establish, 

recognize, strengthen and/or cultivate relationships that may provide indirect longer-

term benefits to the Partnership or one or more of the other TowerBrook Partnerships; 

and 
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– any other factors as TowerBrook deems relevant, which may include subjective 

determinations such as working relationships and strategic benefits to the Partnership 

and/or one or more of the other TowerBrook Partnerships and/or TowerBrook. 

Any fees, costs, or expenses related to co-investments (irrespective of whether such co-

investments are ultimately consummated), that are not borne by co-investors will be considered 

operating expenses of, and be borne by, the Partnership. Co-investments that are made within a 

reasonable time after the Partnership’s investment may be facilitated by way of a sale or other 

disposition of a portion of the Partnership’s interest in such investment. The capital contributions 

attributable thereto will be returned to the partners funding such amounts on a pro rata basis in 

proportion to their respective capital contributions in respect of such investment, as though such 

amounts were unexpended capital contributions, and such amounts (if not distributed) may be 

invested in permitted temporary investments pending the reinvestment or reuse thereof by the 

Partnership. Unless otherwise determined by the general partner, the purchase price for the interest 

in such investment to be acquired by the co-investors participating in such sale or disposition by 

the Partnership will be equal to original cost, and if the general partner so determines, an interest 

charge may be imposed thereon. Such interest charge may also be distributed on a pro rata basis 

to all partners that funded such amounts in proportion to their respective capital contributions in 

respect of such investment. 

A general partner, an investment manager or any of their affiliates may (or may not) in their sole 

discretion (i) charge or otherwise receive carried interest, incentive allocation, management fees 

or other similar fees from any such co-investors with respect to any co-investment, and may make 

an investment, or otherwise participate, in any vehicle formed to structure a co-investment to 

facilitate, among other things, receipt of such carried interest, incentive allocation, management 

fees or other similar fees, and (ii) collect customary fees in connection with actual or contemplated 

investments that are the subject of such co-investment arrangements. Any such carried interest, 

incentive allocation, management fees or other similar fees charged to co-investors with respect to 

any co-investment may (or may not) differ from those charged to the Partnership. 

Russia-Ukraine Conflict. The ongoing military conflict between Russia and Ukraine has caused 

disruption to global financial systems, trade and transport, among other things. In response, 

multiple countries have put in place global sanctions and other severe restrictions or prohibitions 

on the activities of individuals and businesses connected to Russia. However, the ultimate impact 

of the Russia-Ukraine conflict and its effect on global economic and commercial activity and 

conditions, and on the operations, financial condition and performance of the Partnerships or any 

particular industry, business or investee country and the duration and severity of those effects, is 

impossible to predict.  

The Russia-Ukraine conflict may have a significant adverse impact and result in significant losses 

to the Partnerships. This impact may include reductions in revenue and growth, unexpected 

operational losses and liabilities and reductions in the availability of capital. It may also limit the 

ability of a Partnership to source, diligence and execute new investments and to manage, finance 

and exit investments in the future. Developing and further governmental actions (military or 

otherwise) may cause additional disruption and constrain or alter existing financial, legal and 

regulatory frameworks and systems in ways that are adverse to the investment strategy which any 



 

51 
 

Partnership intends to pursue, all of which could adversely affect the Partnership’s ability to fulfill 

its investment objectives. 

Israel-Hamas Conflict. In October 2023, Hamas militants and members of other terrorist organizations 

infiltrated Israel’s southern border from the Gaza Strip and conducted a series of attacks on civilian and 

military targets.  Following the attack, Israel declared war against Hamas and commenced a military 

campaign against Hamas and other terrorist organizations in the Gaza Strip.  In addition, there have been 

increasing numbers of attacks and other clashes between Israel and Hezbollah on Israel’s northern border 

with Lebanon and in the West Bank, and the escalating conflict may in the future expand into a greater 

regional conflict or otherwise adversely impact other regions, as demonstrated by Houthi attacks on vessels 

traveling towards the Suez Canal.  It has become increasingly difficult to predict the impact of these events 

or how long this conflict will last.  The Israel-Hamas conflict and related events may significantly 

exacerbate the normal risks associated with Clients and result in adverse changes to, among other things: 

(i) general economic and market conditions; (ii) shipping and transportation costs and supply chain 

constraints; (iii) interest rates, currency exchange rates, and expenses associated with currency management 

transactions; (iv) demand for the types of investments made by Clients; (v) available credit in certain 

markets; (vi) import and export activity from certain markets and capital controls; (vii) the availability of 

labor in certain markets; and (viii) laws, regulations, treaties, pacts, accords, and governmental policies. 

Such volatility may cause the risk of existing investments to differ significantly from TowerBrook’s initial 

risk assessment, and affect TowerBrook’s ability to assess the risk of investments going forward. Any of 

the foregoing could seriously and negatively impact Clients’ and their portfolio companies’ operations and 

their ability to realize their respective investment objectives. 

 

Artificial Intelligence and Machine Learning Developments. Recent advances in artificial 

intelligence and machine learning technology (collectively, “Machine Learning Technology”), including 

large language models (“LLMs”) such as OpenAI’s ChatGPT and the release by other companies of similar 

LLM applications, pose risks to TowerBrook, TowerBrook Clients, and their portfolio companies. 

TowerBrook employs a risk-based framework for overseeing use of Machine Learning Technology in 

connection with its business activities, including investment activities, and has implemented an internal 

policy governing the use of Machine Learning Technology (the “AI Policy”). TowerBrook, in its discretion, 

may modify or amend the AI Poli cy at any time. Notwithstanding the AI Policy, TowerBrook personnel, senior advisors, industry advisors and other 

associated persons of TowerBrook or any of its affiliates could, unbeknownst to TowerBrook, utilize 

Machine Learning Technology in contravention of the AI Policy. TowerBrook, TowerBrook Clients, and 

their portfolio companies could be further exposed to the risks of Machine Learning Technology if third-

party service providers or any counterparties, whether or not known to TowerBrook, also use Machine 

Learning Technology in their business activities in ways that cause business or regulatory risk. TowerBrook 

will not be in the position to control the manner in which third-party products are developed or maintained, 

or the manner in which third-party services are provided.  

 

Use of Machine Learning Technology by any of the parties described in the previous paragraph could 

include the input of confidential information (including MNPI), sensitive financial information or 

personally identifiable information— either by third parties in contravention of non-disclosure agreements, 

or by TowerBrook personnel and affiliates in contravention of the AI Policy—into Machine Learning 

Technology applications. It is possible that such actions could result in confidential information becoming 

part of a dataset accessible by other third-party Machine Learning Technology applications and users. There 

are also risks associated with authorized use of Machine Learning Technology. Such Machine Learning 

Technology is highly reliant on the collection and analysis of large amounts of data, and it may  not be 

possible or practicable to incorporate all relevant data into the model that Machine Learning Technology 

utilizes to operate. Moreover, certain data in such models may contain a degree of inaccuracy and error – 

potentially materially so – and could otherwise be inadequate or flawed, which would likely degrade the 

accuracy and effectiveness, and increase the risk of use of Machine Learning Technology. In addition, even 



 

52 
 

with accurate and complete data, Machine Learning Technology can sometimes produce output that 

contains unknown errors. To the extent that TowerBrook, TowerBrook Clients, or their portfolio companies 

are exposed to the risks of Machine Learning Technology use, any such inaccuracies or errors could have 

adverse impacts on TowerBrook, TowerBrook Clients, or their portfolio companies. Machine Learning 

Technology and its applications, including in the private investment and financial sectors, continue to 

develop rapidly, and it is impossible to predict the future risks that may arise from such developments. 

 

U.S. Taxation of Carried Interest.  U.S. federal income tax law treats certain allocations of 

capital gains to service providers by partnerships such as the Partnerships as short-term capital 

gain (taxed at higher ordinary income rates) unless the partnership has held the asset that generated 

such gain for more than three years. Additionally, Congress has considered proposed legislation 

that would treat certain income allocations to service providers by partnerships such as a 

Partnership (including any carried interest) as ordinary income for U.S. federal income tax 

purposes that under current law are treated as an allocation of the partnership’s income (and which 

may be taxed at lower rates than ordinary income). Such rules, as well as any such legislation that 

may be enacted in the future, could apply to reduce the after-tax returns of individuals associated 

with a Partnership or TowerBrook who were or may in the future be granted direct or indirect 

interests in carried interest, which could make it more difficult for TowerBrook and its affiliates 

to incentivize, attract and retain individuals to perform services for a Partnership.  This creates 

potential incentives for TowerBrook to cause a Partnership to hold investments for a longer period 

than would be the case if such greater-than-three-year holding period requirement did not exist. 

Discontinuation and Replacement of LIBOR. A Partnership’s investments, borrowing facilities, 

hedging activities, or other assets or structures may have recently transitioned from, or continue to 

be tied to interest rates based on the London Interbank Offered Rate (“LIBOR”). The United 

Kingdom’s Financial Conduct Authority (“FCA”), which regulates LIBOR, has ceased publishing 

all LIBOR settings. In April 2023, however, the FCA announced that some USD LIBOR settings 

will continue to be published under a synthetic methodology until September 30, 2024 for certain 

legacy contracts. The Secured Overnight Financing Rate (“SOFR”) is a broad measure of the cost 

of borrowing cash overnight collateralized by U.S. Treasury securities in the repurchase agreement 

(“repo”) market and has been used increasingly on a voluntary basis in new instruments and 

transactions. Under U.S. regulations that implement a statutory fallback mechanism to replace 

LIBOR, benchmark rates based on SOFR have replaced LIBOR in certain financial contracts. 

Regulators, central banks, governments and other market participants are working to facilitate the 

transition of existing instruments and contracts away from LIBOR to SOFR or other benchmark 

or reference rates (each a “ Benchmark Rate”), and any such transition includes the potential to: 

increase volatility or illiquidity in markets; cause delays in or reductions to financing options for 

the Partnerships and their portfolio companies; increase the cost of borrowing; reduce the value of 

certain instruments or the effectiveness of certain hedges; cause uncertainty under applicable legal 

documentation; or otherwise impose costs and administrative burdens relating to factors that 

include document amendments and changes in systems. Future transitions to and from Benchmark 

Rates have the potential to have similar effects. 

Secondaries and other GP-Led Transactions. There continues to be a significant market in the 

private fund sector for secondary sales, GP-led transactions, continuation funds, successor fund 
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investments and other transactions for the disposition of investments. Many of these transactions 

involve an auction process run by an investment bank and a buyer (or buyer group) that agrees to 

purchase a portion of one or more investments that will continue to be managed by TowerBrook 

following the transaction. Such transactions are undertaken for various reasons, including, for 

example, to balance competing interests between offering liquidity to existing limited partners and 

maintaining exposure to an asset where TowerBrook believes there is the potential for additional 

value generation. Where undertaken, existing limited partners typically are offered certain options 

relating to receiving liquidity from the transaction or continuing to maintain exposure to the asset, 

assets or a new portfolio of assets (including a portfolio that combines assets from multiple 

Partnerships sponsored by TowerBrook and its affiliates). However, certain of such transactions 

are expected to require a limited partner to invest additional capital in the existing Partnership 

and/or other investment vehicles, a greater exposure to one or more particular portfolio company, 

and/or a delay in the full liquidation of its investment. In other circumstances, even limited partners 

that elect to continue to hold a direct or indirect interest in the relevant portfolio company will 

have their interest adjusted as if distributed (i.e., a portion of such interest will be allocated to 

TowerBrook to the extent of its right to receive carried interest, if any), effectively diluting their 

interests. 

Each of these transactions has the potential for conflicts between the interests of a Partnership or 

limited partner and those of TowerBrook or any buyer group that typically are not applicable to 

more traditional investment sales. For example, in circumstances where TowerBrook or an affiliate 

will continue to manage and receive fees and/or performance-based compensation relating to the 

subject assets following the transaction, their incentives are expected to diverge from those of 

limited partners who elect to sell their interests. Similarly, there are potential conflicts of interest 

among the selling Partnership, TowerBrook and any buyer group relating to the valuation and 

consideration offered for the investment(s) subject to the transaction. Further, TowerBrook is 

expected to be incentivized to make investments in portfolio companies with the view of holding 

such investments for longer periods of time or to make investments that it would not otherwise 

have made if the possibility of liquidity through a secondary transaction did not exist.  Where co-

investors historically have been invested in an investment subject to such a transaction, there can 

be no assurance that they will receive the same liquidity or other options as limited partners in the 

relevant Partnership, and in such circumstances TowerBrook reserves the right to compel co-

investors to receive cash or continue to hold an interest in the relevant investment. In other 

circumstances, certain limited partners will not be permitted to continue to maintain exposure to 

the asset(s) due to a lack of eligibility to invest in a continuation vehicle under relevant securities, 

tax or other considerations. Although relevant potential conflicts of interest are disclosed to limited 

partners and/or the relevant advisory committee prior to the closing of the transaction, there can 

be no assurance that TowerBrook will successfully identify all conflicts of interest or resolve or 

mitigate all such conflicts of interest in favor of Partnership or any individual limited partner or 

group of limited partners.  However, TowerBrook reserves the right, in its sole discretion, to 

determine to engage in such transactions, subject to any approvals required in the relevant 

Governing Documents. 

Liquidity Transactions.  TowerBrook could propose, to a Client’s Advisory Board or a Client’s 

investors, one or more transactions that enable investors to monetize or restructure all or a portion 

of their interests in a Client, including through the use of a continuation vehicle (each such 

transaction, a “Liquidity Transaction”). The sale of an investment to a continuation vehicle could 
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result in the applicable general partner and/or related persons of TowerBrook (including 

employees and affiliates) disposing of their investments in the underlying assets at a different time 

than some or all of the investors in such Client and otherwise taking actions with respect to such 

investment that are different from the actions taken by other investors.  As such, the applicable 

general partner and other related persons of TowerBrook could ultimately receive a return on their 

share of the relevant investment that is higher than the return achieved by other investors in such 

Client. TowerBrook could be subject to other conflicts of interests in connection with a Liquidity 

Transaction, including with respect to investment valuations, allocation of fees and expenses, and 

the offering of investment opportunities to Clients and co-investors. 

Gifts and Entertainment. From time to time, TowerBrook personnel have, and in the future can 

be expected to, accept gifts or entertainment from service providers to the Partnerships and/or 

portfolio companies of the Partnerships, subject to TowerBrook pre-clearance.  This creates a 

conflict of interest, because the receipt of such gifts or entertainment, and/or the prospect of 

receiving future gifts or entertainment, can incentivize TowerBrook personnel to direct business 

to such service providers on a basis other than the cost and quality of the services offered, even in 

situations where TowerBrook does not consider such items to be lavish or excessive or designed 

to influence the recipient. 

 

Charitable and Political Activities.  TowerBrook could, from time to time, cause Clients and/or 

their portfolio investments to make contributions to charitable initiatives or other non-profit 

organizations that TowerBrook believes could, directly or indirectly, enhance the value of a 

Client’s portfolio investments or otherwise serve a business purpose for, or be beneficial to, 

Clients’ portfolio investments. Such contributions could be designed to benefit employees of a 

portfolio investment or the community in which a portfolio investment is located or in which the 

portfolio investment operates. In certain instances, such charitable initiatives could be sponsored 

by, affiliated with or related to current or former employees of TowerBrook, operating partners, 

joint venture partners, consultants, portfolio investment management teams and/or other persons 

or organizations directly or indirectly associated with TowerBrook, Clients or portfolio 

investments. These relationships could influence TowerBrook in deciding whether to cause a 

Client or its portfolio investments to make charitable contributions. Further, such charitable 

contributions by a Client or its portfolio investments could supplement or replace charitable 

contributions that TowerBrook would have otherwise made.  In addition, a portfolio investment or 

its management or other personnel could, in the ordinary course of its business, make political 

contributions to elected officials, candidates for elected office or political organizations, hire 

lobbyists, or engage in other permissible political activities in US or non-US jurisdictions, with 

the intent of furthering its business interests or otherwise. Portfolio investments are not considered 

affiliates of TowerBrook, and therefore such activities are not subject to relevant policies of 

TowerBrook and could be undertaken by a portfolio investment (or its management or other 

personnel) without the knowledge or direction of TowerBrook. In other circumstances, there could 

be initiatives where such activities are coordinated by TowerBrook for the benefit of the portfolio 

investments. The interests advanced by a portfolio investment through such activities could, in 

certain circumstances, not align with, or be adverse to, the interests of other portfolio companies, 

Clients, investors or certain investors of Clients.  While the costs of such activities will typically 

be borne by the portfolio investment undertaking such activities (and therefore, indirectly, a 

Client), such activities could also directly or indirectly benefit other portfolio investments, other 

Clients or TowerBrook.  There can be no assurance that any such activities will actually be 
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beneficial to or enhance the value of a Client or its portfolio investments, or that TowerBrook will 

be able to resolve any associated conflict of interest in favor of such Client. 

Conflicts of Interest. TowerBrook and its related entities engage in a broad range of advisory and 

non-advisory activities, including investment activities for their own accounts and providing 

transaction-related legal, management and other services to Partnerships and portfolio companies. 

TowerBrook will devote such time, personnel and internal resources as are necessary to conduct 

the business of the Partnerships in an appropriate manner, as required by the relevant Governing 

Documents, although the Partnerships and their respective investments will place varying levels 

of demand on these from time to time. In the ordinary course of TowerBrook conducting its 

activities, the interests of a Partnership may conflict with the interests of TowerBrook, one or more 

other Partnerships, portfolio companies or their respective affiliates. Certain of these conflicts of 

interest are discussed herein. As a general matter, TowerBrook will determine all matters relating 

to structuring transactions and Partnership operations using its reasonable judgment considering 

all factors it deems relevant, but in its sole discretion, subject in certain cases to the required 

approvals by the Advisory Boards of the participating Partnerships.  

During the investment period of a Partnership, all appropriate investment opportunities will be 

pursued by TowerBrook principals on behalf of such Partnership, subject to certain limited 

exceptions set forth in the Partnership’s Governing Documents and TowerBrook’s allocation 

policies and guidelines. Without limitation, TowerBrook principals currently manage, and expect 

in the future to manage, several other investments similar to those in which a Partnership will be 

investing, and expect to direct certain relevant investment opportunities to those investments. 

TowerBrook anticipates that TowerBrook’s principals and TowerBrook’s investment staff will 

continue to manage and monitor such investments until their realization. Such other investments 

that TowerBrook principals may control or manage may potentially compete with companies 

acquired by a Partnership. Following the investment period of a Partnership, TowerBrook’s 

principals may and likely will focus their investment activities on other opportunities and areas 

unrelated to such Partnership’s investments. 

TowerBrook’s allocation of investment opportunities among the persons and in the manner 

discussed herein may not, and often will not, result in proportional allocations among such persons, 

and such allocations may be more or less advantageous to some such persons relative to others. 

While TowerBrook will allocate investment opportunities in a manner that it believes in good faith 

is fair and equitable to its clients under the circumstances over time and considering relevant 

factors, there can be no assurance that a Partnership’s actual allocation of an investment 

opportunity, if any, or the terms on which that allocation is made, will be as favorable as they 

would be if the potential conflicts of interest to which TowerBrook expects to be subject, discussed 

herein, did not exist.  

In certain cases, TowerBrook will have the opportunity (but, subject to any applicable restrictions 

or procedures in the relevant Governing Documents, no obligation) to identify one or more 

secondary transferees of interests in a Partnership. In such cases, TowerBrook will not receive 

compensation for identifying such transferees, and will use its discretion to select such transferees 

based on eligibility and other factors similar to those employed in selecting co-investors, and, 

unless required by the relevant Governing Documents, will determine in its sole discretion whether 
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the opportunity to receive a transfer of Partnership interests should be offered to one or more 

existing Partnership investors.  

Where multiple Partnerships invest at the same, different or overlapping levels of a portfolio 

company’s capital structure, there is a potential for conflicts of interest in determining the terms 

of each such investment. Questions may arise subsequently as to whether payment obligations and 

covenants should be enforced, modified or waived, or whether debt should be refinanced or 

restructured. In troubled situations, decisions including whether to enforce claims, or whether to 

advocate or initiate a restructuring or liquidation inside or outside of bankruptcy, and the terms of 

any workout or restructuring may raise conflicts of interest, particularly with respect to 

Partnerships that have invested in different securities within the same portfolio company. If 

additional capital is necessary as a result of financial or other difficulties, or to finance growth or 

other opportunities, Partnerships may or may not provide such additional capital, and if provided, 

each Partnership generally will supply such additional capital in such amounts, if any, as 

determined by TowerBrook in its sole discretion. Because of the different legal rights associated 

with debt and equity of the same portfolio company, TowerBrook expects to face a potential 

conflict of interest in respect of the advice it gives to, and the actions it takes on behalf of, one 

Partnership versus another Partnership (e.g., the terms of debt instruments, the enforcement of 

covenants, the terms of recapitalizations and the resolution of workouts or bankruptcies). If a 

Partnership enters into any indebtedness with another Partnership on a joint and several basis, the 

applicable general partner is expected to enter into one or more agreements that provide each 

Partnership with a right of contribution, subrogation or reimbursement. In administering, or 

seeking to reinforce, these agreements, TowerBrook expects to be subject to potential conflicts of 

interest, for example between a Partnership with a reimbursement obligation and a Partnership 

seeking reimbursement. In certain circumstances, Partnerships are expected to be prohibited from 

exercising (or TowerBrook may deem it appropriate to refrain from exercising) voting or other 

rights in order to mitigate the relevant potential conflicts, notwithstanding the fact that the 

investment(s) of one Partnership or the other may be subject to creditor claims regarding 

subordination of interests. TowerBrook intends to mitigate any potential conflicts by structuring 

such agreement in a manner intended to cause each Partnership to bear its proportionate share of 

the applicable indebtedness, without undue favoritism over time. 

Potential conflicts are expected to arise when a Partnership makes investments in conjunction with 

an investment being made by another Partnership, or if it were to invest in the securities of a 

company in which another Partnership has already made an investment. It may be the case, for 

example, that a particular Partnership does not invest through the same investment vehicles, have 

the same access to credit or employ the same hedging or investment strategies as other 

Partnerships. This likely will result in differences in price, terms, leverage and associated costs. 

Further, there can be no assurance that the relevant Partnership and the other Partnership(s) or 

vehicle(s) with which it co-invests will exit such investment at the same time or on the same terms. 

TowerBrook and its affiliates reserve the right, from time to time, to express inconsistent views of 

commonly held investments or of market conditions more generally, including in instances where 

different portfolio managers express different views regarding the same investment. There can be 

no assurance that the return on one Partnership’s investments will be the same as the returns 

obtained by other Partnerships participating in a given transaction. Given the nature of the relevant 

conflicts there can be no assurance that any such conflict can be resolved in a manner that is 



 

57 
 

beneficial to both Partnerships. In that regard, actions may be taken for one or more Partnerships 

that adversely affect other Partnerships. 

As a result of the Partnerships’ controlling interests in portfolio companies, TowerBrook and/or 

its affiliates typically have the right to appoint portfolio company board members (including 

current or former TowerBrook personnel or persons serving at their request), or to influence their 

appointment, and to determine or influence a determination of their compensation. From time to 

time, portfolio company board members approve compensation and/or other amounts payable to 

TowerBrook and/or its affiliates. Except to the extent such amounts are subject to the Governing 

Documents’ offset provisions, they will be in addition to any management fees or carried interest 

paid by a Partnership to TowerBrook.  

TowerBrook generally exercises its discretion to recommend to a Partnership or to a portfolio 

company thereof that it contract for services with (i) TowerBrook or a related person of 

TowerBrook (which may include a portfolio company of such Partnership), (ii) an entity with 

which TowerBrook or its affiliates or current or former members of their personnel has a 

relationship or from which TowerBrook or its affiliates or their personnel otherwise derives 

financial or other benefit or (iii) certain limited partners or their affiliates. For example, 

TowerBrook may be presented with opportunities to receive financing and/or other services in 

connection with a Partnership’s investments from certain limited partners or their affiliates that are 

engaged in lending or related business. This discretion subjects TowerBrook to conflicts of 

interest, because although TowerBrook selects service providers that it believes are aligned with 

its operational strategies and will enhance portfolio company performance and, relatedly, returns 

of the relevant Partnership, TowerBrook may have an incentive to recommend the related or other 

person (including a limited partner) because of its financial or other business interest. There is a 

possibility that TowerBrook, because of such belief or for other reasons (including whether the 

use of such persons could establish, recognize, strengthen and/or cultivate relationships that have 

the potential to provide longer-term benefits to the relevant Partnerships or TowerBrook), would 

favor such retention or continuation even if a better price and/or quality of service could be 

obtained from another person. Whether or not TowerBrook has a relationship or receives financial 

or other benefit from recommending a particular service provider, there can be no assurance that 

no other service provider is more qualified to provide the applicable services or could provide such 

services at lesser cost.  

In certain circumstances, current or former TowerBrook personnel are expected to serve in interim 

or part-time roles at a portfolio company, or may provide services to a portfolio company as a 

secondee or in similar capacities. Under such arrangements, TowerBrook and/or the relevant 

portfolio company may pay all or a portion of the personnel costs of such employee, or supervise 

or oversee such employee. These arrangements have the potential to create conflicts of interest, in 

that amounts paid by a portfolio company in connection with secondee relationships will not result 

in additional offsets to the management fee. Due to the nature of secondee relationships, which are 

often initiated to meet a temporary portfolio company need, the arrangements between such 

employees and the related portfolio company are expected to change over time, and in many cases 

will be terminated when the portfolio company is sold. 

In addition, as described above, portfolio companies (and, to a lesser extent, the Partnerships) 

typically pay certain fees to certain consultants (including consultants introduced or arranged by 
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TowerBrook and/or its affiliates that regularly provide services to one or more portfolio 

companies, including members of the MAB and SAB), and such fees do not offset the management 

fee as described herein. Consultants generally make use of TowerBrook resources or otherwise are 

associated with TowerBrook. TowerBrook and/or its affiliates may agree to compensate certain of 

such persons to the extent portfolio company-related compensation falls below certain specified 

levels on an aggregate annualized basis, or provide other compensation. Consultants generally 

receive investment opportunities, reimbursements and other compensation that do not offset the 

management fee of any Partnership, as described herein, and the use of consultants is expected to 

fluctuate and/or expand over time. Although the use of consultants and the allocation of 

compensation paid to them by TowerBrook, its affiliates and/or the portfolio companies subjects 

TowerBrook and/or its affiliates to potential conflicts of interest, TowerBrook believes that such 

potential conflicts may be reduced by the anticipated cost savings to portfolio companies (which 

is expected to be to the benefit of the applicable Partnership(s)) that will result if the cost of the 

consultant is lower than market rates for the services provided and/or if the services of the 

consultant align with TowerBrook’s model for the portfolio company and improve portfolio 

company performance. Although TowerBrook seeks to retain consultants with a view to reducing 

costs to portfolio companies (and, ultimately, the Partnerships) and/or improving portfolio 

company performance, a number of factors may result in limited or no cost savings from such 

retention. TowerBrook also seeks to reduce potential conflicts of interest resulting from such 

arrangements by structuring compensation packages for such persons in a manner that 

TowerBrook believes will align such persons’ interests with those of the Partnerships’ limited 

partners, and seeks to retain only consultants and service providers which it believes provide a 

level of service at a value generally consistent with other relevant market alternatives. However, 

there can be no assurance that no other service provider is more qualified to provide the applicable 

services or could provide such services at lesser cost. 

In general, following the investment period defined in the applicable Governing Documents of a 

Partnership, the management fee will be based upon commitments funded in respect of portfolio 

investments that have not been the subject of a disposition, write-off or a permanent write-down, 

and will be payable in advance based on the amount of such funded commitments as of a 

management fee payment date as defined in the applicable Governing Documents, irrespective of 

any disposition, write-off or write-down during such applicable period. Depending on the 

circumstances, TowerBrook may be afforded substantial discretion in determining whether or not 

the value of a particular portfolio investment should be permanently written down or written off.  

As a result, TowerBrook has an incentive to (i) make more speculative investments prior to the 

end of such investment period and/or any management fee payment date, (ii) hold investments, or 

retain and not distribute proceeds longer, or (iii) postpone the decision to dispose of, write off or 

permanently write down the value of an investment, in each case than it otherwise would have if 

the management fee were solely based on commitments. TowerBrook and its personnel’s 

commitments to a Partnership should tend to reduce this incentive.  The due date in the funding 

notice to the limited partners for the payment of the management fees may be on a date later than 

the management fee payment date for the applicable period, at which time one or more portfolio 

investments for which the management fee will be payable may have already been disposed of, 

written off and/or written down. 

In addition, under the Governing Documents, TowerBrook affiliates, in their roles as general 

partners of the Partnerships, are afforded discretion to determine the timing and nature of certain 
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transactions and characterize the proceeds received in respect thereof, and will at times have a 

conflict of interest in making such determinations.  By way of example, in the event of a partial 

disposition of a portfolio investment, the general partner of a Partnership has the ability to 

determine, in an equitable manner, the portion of the investment that has been disposed of and the 

capital contributions investors that are attributable to such portion. TowerBrook may have an 

incentive to make these allocations in a way that benefits the general partner’s ability to receive, 

or that increases the amount of, carried interest. In addition, at certain times and in certain 

circumstances involving transactions that do not entail the disposition of shares or other securities 

relating to a portfolio investment, such as certain recapitalizations, extraordinary dividends or 

similar events, TowerBrook affiliates, in their roles as general partners of the Partnerships, may 

elect (and in the past have elected) to treat all or any portion of the proceeds of such transactions 

as a return of capital (and potentially receive carried interest on such amounts) while not reducing 

the amount of actively invested capital upon which the management fee is calculated. 

Although uncommon, from time to time TowerBrook may cause a Partnership to enter into a 

transaction whereby the Partnership purchases securities from, or sells securities to, other 

Partnerships managed by TowerBrook, or co-investors or co-investment vehicles. Such 

transactions may arise in the context of re-balancing an investment among parallel investing 

entities or in contexts where a portfolio company owned by one Partnership is acquired by a 

portfolio company acquired by another Partnership. Any such transactions raise potential conflicts 

of interest, including where the investment of one Partnership supports the value of portfolio 

companies owned by another Partnership. These conflicts are heightened to the extent the relevant 

securities are illiquid or do not have a readily ascertainable value, and there generally can be no 

assurance that the price at which such transactions are entered into represent what would ultimately 

be the underlying investment’s fair value. To the extent required by the relevant Partnerships’ 

Governing Documents or otherwise in the sole discretion of TowerBrook, TowerBrook may seek 

to mitigate such conflicts by seeking input from an unaffiliated third party (including the use of a 

consultant or investment banker to opine as to the fairness of a purchase or sale price, whether or 

not part of a formal fairness opinion “request for proposal” process, or proposal or quotation 

provided exclusively for the benefit of Towerbrook) or by obtaining the consent of the relevant 

Partnership(s) (including, where authorized, the consent of each Partnership’s Advisory Board) to 

such transactions. In certain circumstances, TowerBrook may determine that the willingness of a 

third party to make an investment on the same terms demonstrates the fairness of the relevant 

transaction to the Partnership under then-current market conditions. TowerBrook intends that any 

such transactions be conducted in a manner that it believes in good faith to be fair and equitable to 

each Partnership under the circumstances, including a consideration of the potential present and 

future benefits with respect to each Partnership. 

TowerBrook and/or its affiliates may also, from time to time, employ personnel with pre-existing 

ownership interests in portfolio companies owned by the Partnerships or other investment vehicles 

advised by TowerBrook and/or its affiliates; conversely, current or former personnel or executives 

of TowerBrook and/or its affiliates may serve in significant management roles at portfolio 

companies or service providers recommended by TowerBrook. Similarly, TowerBrook, its 

affiliates and/or personnel maintain relationships with (or may invest in) financial institutions, 

service providers and other market participants, including but not limited to managers of private 

funds, banks, brokers, advisors, consultants, finders (including executive finders and portfolio 

company finders), executives, attorneys, accountants, institutional investors, family offices, 



 

60 
 

lenders, current and former employees, and current and former portfolio company executives, as 

well as certain family members or close contacts of these persons. Certain of these persons or 

entities will invest (or will be affiliated with an investor) in, engage in transactions with and/or 

provide services (including services at reduced rates) to, TowerBrook and/or its affiliates, and/or 

the Partnerships or other investment vehicles they advise. TowerBrook may have a conflict of 

interest with a Partnership in recommending the retention or continuation of a third-party service 

provider to such Partnership or a portfolio company if such recommendation, for example, is 

motivated by a belief that the service provider or its affiliate(s) will continue to invest in one or 

more Partnerships, will provide TowerBrook information about markets and industries in which 

TowerBrook operates (or is contemplating operations) or will provide other services that are 

beneficial to TowerBrook. TowerBrook may have a conflict of interest in making such 

recommendations, in that TowerBrook has an incentive to maintain goodwill between it and the 

existing and prospective portfolio companies for a Partnership, while the products or services 

recommended may not necessarily be the best available to the portfolio companies held by a 

Partnership.  

TowerBrook, its affiliates, and equity holders, officers, principals and employees of TowerBrook 

and its affiliates may buy or sell securities or other instruments that TowerBrook has recommended 

to a Partnership. In addition, officers, principals and employees may buy securities in transactions 

offered to but rejected by a Partnership. Such transactions are subject to any restrictions in the 

Partnership’s Governing Documents and any policies and procedures set forth in TowerBrook’s 

Code of Ethics. The investment policies, fee arrangements and other circumstances of these 

investments generally vary from those of any Partnership. Employees and related persons of 

TowerBrook have, and are expected to continue to have, capital investments in or alongside certain 

Partnerships, or in prospective portfolio companies directly or indirectly, as well as in investment 

vehicles (including private funds) sponsored by potential competitors, and therefore may have 

additional conflicting interests in connection with these investments. 

A Partnership’s general partner generally is permitted to receive a distribution in kind from the 

Partnership, including in connection with investment dispositions or the payment in kind of 

amounts owed to the general partner as carried interest (which generally will be made using the 

value of the relevant securities on the date of contribution). In such circumstances, there is a 

potential conflict of interest between the general partner (and its beneficial owners) and the 

relevant Partnership’s limited partners.  For example, the general partner and its beneficial owners 

may intend to hold the investment for a different time period than TowerBrook deems suitable. 

Although the general partner and its beneficial owners bear the risk that such securities will 

decrease during their holding period, to the extent the value of the relevant securities increases 

following the Partnership’s disposition thereof, neither the relevant Partnership nor its limited 

partners will benefit from the increase, and over time the economic benefit to the general partner 

and its beneficial owners could exceed the value of the general partner’s pro rata interest in the 

Partnership and the amount of carried interest owed. To the extent the beneficial owners of the 

general partner contribute such securities to a charity (including to a private foundation or other 

charitable organization associated with, operated or chosen by such persons or their families), any 

tax efficiencies or other personal benefits associated with the contribution will inure to the benefit 

of such beneficial owners rather than to the Partnership or its limited partners. 
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Because certain expenses are paid for by a Partnership and/or its portfolio companies or, if incurred 

by TowerBrook, are reimbursed by a Partnership and/or its portfolio companies, TowerBrook will 

not necessarily seek out the lowest cost options when incurring (or causing a Partnership or its 

portfolio companies to incur) such expenses.  

Because there is a fixed investment period after which capital from investors in a Partnership may 

only be drawn down in limited circumstances and because management fees are, at certain times 

during the life of a Partnership, based upon capital invested by such Partnership, this fee structure 

may create an incentive to deploy capital when TowerBrook may not otherwise have done so.  

Since TowerBrook is permitted to retain certain Other Fees (as described under “Fees and 

Compensation”) in connection with Partnership investments, it could have a conflict of interest in 

connection with approving transactions and setting such compensation. Additionally, 

TowerBrook, its personnel, affiliates or others designated by TowerBrook expect from time to 

time to receive compensation in the form of portfolio company securities. To the extent any such 

securities are received, after any applicable offset provisions in the relevant Governing Documents 

are applied (typically based on the then-present value of such securities), TowerBrook and/or such 

other recipients will be permitted to retain such securities as Other Fees, and in doing so will be 

subject to potential conflicts of interest in determining whether to sell such securities (subject to 

restrictions imposed by the portfolio company and/or the TowerBrook or retain such securities for 

a period consistent with their own financial and investment objectives, which may differ from 

those of the relevant Partnership). TowerBrook and/or its affiliates generally have discretion over 

whether to charge Other Fees to a portfolio company and, if so, the rate, timing, method and/or 

amount of such compensation. In most circumstances, such compensation is not reviewed or 

approved by an independent third party. The receipt of Other Fees generally will give rise to 

potential conflicts of interest between the Partnerships, on the one hand, and TowerBrook and/or 

its affiliates on the other hand. 

TowerBrook may offer portfolio companies owned by the Partnerships the option to participate in 

purchasing, vendor or similar arrangements with TowerBrook, its affiliates and other portfolio 

companies. Program participants may receive discounts negotiated with various vendors and 

service providers on a groupwide basis.  Participants would voluntarily participate in the program 

without cost.  Certain TowerBrook affiliates may also participate in the program in exchange for 

an allocable portion of such fees and costs, and receive similar benefits and discounts as the 

portfolio companies participating therein. No such amounts will result in additional offsets to the 

management fee. TowerBrook believes the potential for conflicts relating to such arrangements is 

mitigated by the anticipated cost savings to portfolio companies (which is expected to be to the 

benefit of the applicable Partnership(s)) that will result if the negotiated discounts rates for goods 

and services are discounted relative to those widely available in the market. TowerBrook does not 

receive any direct compensation from vendors, service providers, Partnerships or portfolio 

companies in exchange for instituting the program. 

TowerBrook has incentives to use or to recommend products or services of one portfolio company 

to another, which generally will involve fees, commissions, servicing payments or other 

compensation. Potential conflicts of interest arise in making such recommendations, as 

TowerBrook has incentives to maintain goodwill between it and its former, existing and 

prospective portfolio companies, and as a result the products or services recommended may not 
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necessarily be the best or lowest cost option. From time to time TowerBrook, its affiliates and 

personnel and persons selected by them expect to receive the benefit of “friends and family” and 

similar discounts from portfolio companies owned by the Partnerships under which such portfolio 

companies make their goods and/or services available at reduced rates. Where its portfolio 

companies offer such discounts to customers other than TowerBrook and such persons as part of 

their standard commercial practices in an effort to expand their respective customer bases, 

TowerBrook believes that the potential for conflicts of interest relating to such discounts is 

mitigated. TowerBrook, its affiliates and personnel generally refrain from requesting or 

negotiating for such discounts in the ordinary course. Discounted prices or better terms offered by 

a portfolio company to TowerBrook, any other portfolio company or third parties may affect the 

returns of the portfolio company. 

From time to time, TowerBrook reserves the right to advance funds on behalf of a Partnership and 

contribute such amounts to the relevant Partnership as a special interim capital contribution for 

investment, to be redeemed at a later date. A yield amount in connection with such borrowing 

typically is borne by the relevant Partnership, consistent with the Governing Documents. Similarly, 

TowerBrook or an affiliate from time to time may be expected to sign non-disclosure agreements 

or other deal documentation in view of future participation by one or more Partnerships, although 

this typically is done as a courtesy and without compensation from a Partnership. 

In borrowing on behalf of a Partnership, TowerBrook is subject to conflicts of interest between 

repaying its obligations and retaining such borrowed amounts for the benefit of the Partnership, 

and in circumstances where interest accrues on any such outstanding borrowings at a rate lower 

than the relevant Partnership’s preferred return, is expected to have incentives to cause the 

Partnership to borrow in this manner rather than drawing down capital commitments. Where a 

preferred return begins to accrue after capital contributions are due (regardless of when the 

Partnership borrows, makes the relevant investment, or pays expenses) and ceases to accrue upon 

return of these capital contributions, the use of borrowing to shorten the period between calling 

and returning capital limits the amount of time the preferred return will accrue. In circumstances 

where there is not a preferred return on funds borrowed in advance or in lieu of calling capital, 

Partnership-level borrowing typically will reduce the amount of preferred return to which the 

limited partners would otherwise be entitled had the general partner called capital, and thus could 

result in the relevant general partner receiving carried interest sooner than it would without 

borrowing. In addition, when the management fee is calculated as a percentage of invested capital, 

a limited partner may pay management fees on borrowed amounts used to fund investments that 

have not yet been realized even though such amounts would not accrue preferred return as 

described above. It is expected that the costs relating to the establishment and/or maintenance of a 

subscription line of credit will be significant, and there can be no assurance that the benefits to 

limited partners will be commensurate with such costs. 

Certain TowerBrook personnel, who provide services to Clients on behalf of TowerBrook also 

serve as personnel of TowerBrook Financial and are involved in the business and operations of 

TowerBrook Financial. Such personnel face conflicts of interest dedicating time and resources to 

both Clients and TowerBrook Financial. In addition, the compensation of such personnel, which 

is based on a number of factors which can include, without limitation, the profitability of affiliated 

entities, the performance of Clients, or the successful completion of a transaction, could incentivize 
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such supervised persons to allocate more of their time and attention to more profitable affiliated 

entities, or to transactional matters.  

Disciplinary Information 

There are no legal or disciplinary events that are material to a Client’s, prospective client’s, 

investor’s or prospective investor’s evaluation of TowerBrook’s advisory business or the integrity 

of TowerBrook’s management. 

Other Financial Industry Activities and Affiliations 

TowerBrook Financial, L.P. (“TowerBrook Financial”), an affiliate of TowerBrook, is registered 

with the SEC as a broker-dealer and is a member of the United States Financial Industry Regulatory 

Authority.2 The primary purpose of TowerBrook Financial is to provide private placement services 

to TowerBrook in connection with certain Partnerships established by TowerBrook from time to 

time, and to provide investment banking advisory and best efforts underwriting services to 

affiliates of TowerBrook. TowerBrook Financial is a subsidiary of TowerBrook Financial LP, LLC 

and TowerBrook Financial GP, LLC, which are both wholly-owned subsidiaries of TowerBrook. 

Certain partners, employees and consultants of TowerBrook are also registered representatives and 

principals of TowerBrook Financial. As TowerBrook does not trade in specific securities through 

TowerBrook Financial for its client accounts, there is not anticipated to be any conflict of interest. 

TowerBrook Financial receives a monthly services fee from TowerBrook (and not the 

Partnerships), which is calculated on a “cost plus” basis, meaning, expenses plus an additional 

percentage basis. TowerBrook Financial does not receive commissions or any other remuneration 

directly related to the solicitation of investors in the Partnerships. 

A number of entities affiliated with TowerBrook serve as general partners and/or direct investment 

managers to the Partnerships, Co-Investment Vehicle Clients and/or liquidating trusts. Each direct 

investment manager has entered into an investment advisory agreement with TowerBrook which 

provides that TowerBrook will supply investment advisory services to such direct investment 

manager. The Partnerships, Co-Investment Vehicle Clients, liquidating trusts and affiliated general 

partner and investment manager entities existing as of the date of this brochure are identified in 

the following chart. Each investment manager entity is an investment adviser registered under the 

Advisers Act. In addition, each general partner entity is a “related person” of TowerBrook and a 

special purpose vehicle formed to act as the general partner of certain Partnerships. In reliance on 

the SEC’s Staff’s No-Action Letter to the American Bar Association dated December 9, 2005, 

each such general partner is covered by TowerBrook’s registration as an investment adviser with 

the SEC and deemed to be registered with the SEC. TCP UK, which is authorized and regulated 

by the United Kingdom Financial Conduct Authority, has entered into an advisory services 

agreement with TowerBrook to provide advisory services with respect to U.K. and European 

investments of the Partnerships. TowerBrook Capital Partners (Germany) GmbH has entered into 

an advisory services agreement with TCP UK to provide advisory services with respect to 

investments of the Partnerships in Germany. TowerBrook Capital Partners Spain, S.L. has entered 

into an advisory services agreement with TCP UK to provide advisory services with respect to 

investments of the Partnerships in Spain. TowerBrook Capital Partners (Europe) Limited has 

 
2 Such registration does not imply a certain level of skill or training, or any approval of the SEC of TowerBrook. 
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entered into an advisory services agreement with TCP UK to provide advisory services with 

respect to investments of the Partnerships in France. 

Affiliated Entity Relationship to Partnership 

FUND IV FAMILY 

TowerBrook Investors GP IV, L.P. Serves as general partner to TowerBrook 

Investors IV (Onshore), L.P. and TowerBrook 

Investors IV Executive Fund, L.P. 

TowerBrook Investors GP IV (Alberta), 

L.P. 

Serves as general partner to TowerBrook 

Investors IV (OS), L.P. and TowerBrook 

Investors IV (892), L.P. 

TowerBrook Capital Partners Special IV, 

L.P. 

Serves as investment manager to TowerBrook 

Investors IV (Onshore), L.P., TowerBrook 

Investors IV Executive Fund, L.P., TowerBrook 

Investors IV (OS), L.P., TowerBrook Investors 

IV (892), L.P., TI IV TMX Holdings, L.P. and 

Gamma Co-Invest, L.P. 

FUND V FAMILY 

TowerBrook Investors GP V, L.P. Serves as general partner to TowerBrook 

Investors V (Onshore), L.P., TowerBrook 

Investors V (TE), L.P. and TowerBrook 

Investors V Executive Fund, L.P.  

TowerBrook Investors GP V (Alberta), L.P. Serves as general partner to TowerBrook 

Investors V (OS), L.P. and TowerBrook 

Investors V (892), L.P. 

TowerBrook Capital Partners Special V, 

L.P. 

Serves as investment manager to TowerBrook 

Investors V (Onshore), L.P., TowerBrook 

Investors V (TE), L.P., TowerBrook Investors 

V Executive Fund, L.P., TowerBrook Investors 

V (OS), L.P., TowerBrook Investors V (892), 

L.P. and TowerBrook V Basing Co-Investment, 

L.P. 

FUND VI FAMILY 

TowerBrook Investors GP VI, L.P. Serves as general partner to TowerBrook 

Investors VI (Onshore), L.P. and TowerBrook 

Investors VI Executive Fund, L.P.  

TowerBrook Investors GP VI (Alberta), 

L.P. 

Serves as general partner to TowerBrook 

Investors VI (OS), L.P. and TowerBrook 

Investors VI (892), L.P. 

TowerBrook Capital Partners Special VI, 

L.P. 

Serves as investment manager to TowerBrook 

Investors VI (Onshore), L.P., TowerBrook 

Investors VI Executive Fund, L.P., TowerBrook 

Investors VI (OS), L.P. and TowerBrook 

Investors VI (892), L.P.  

TSO I FAMILY 



 

65 
 

Affiliated Entity Relationship to Partnership 

TowerBrook TSO GP, L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund (Onshore), L.P. 

and TowerBrook Structured Opportunities 

Executive Fund, L.P.  

TowerBrook TSO GP (Alberta), L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund (OS), L.P.  

TowerBrook TSO Special, L.P.  Serves as investment manager to TowerBrook 

Structured Opportunities Fund (Onshore), L.P., 

TowerBrook Structured Opportunities 

Executive Fund, L.P., TowerBrook Structured 

Opportunities Fund (OS), L.P., Spiral Cayman, 

L.P., TowerBrook Structured Opportunities 

Fund (ATL-TOR AIV), L.P., and TSO CLO JV 

Co-Investment, L.P. 

TSO II FAMILY 

TowerBrook TSO GP II, L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund II (Onshore), 

L.P., and TowerBrook Structured Opportunities 

Executive Fund II, L.P.  

TowerBrook TSO II GP (Alberta), L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund II (OS), L.P. and 

TowerBrook Structured Opportunities Fund II 

(892), L.P.  

TowerBrook TSO Special II, L.P.  Serves as investment manager to TowerBrook 

Structured Opportunities Fund II (Onshore), 

L.P., TowerBrook Structured Opportunities 

Executive Fund II, L.P., TowerBrook 

Structured Opportunities Fund II (OS), L.P. and  

TowerBrook Structured Opportunities Fund II 

(892), L.P.  

TSO III FAMILY 

TowerBrook TSO GP III, L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund III (Onshore), 

L.P. and TowerBrook Structured Opportunities 

Executive Fund III, L.P.,  

TowerBrook TSO III GP (Alberta), L.P.  Serves as general partner to TowerBrook 

Structured Opportunities Fund III (OS), L.P. 

and TowerBrook Structured Opportunities Fund 

III (892), L.P.  

TowerBrook TSO Special III, L.P.  Serves as investment manager to TowerBrook 

Structured Opportunities Fund III (Onshore), 

L.P., TowerBrook Structured Opportunities 

Executive Fund III, L.P., TowerBrook 

Structured Opportunities Fund III (OS), L.P. 
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Affiliated Entity Relationship to Partnership 

and TowerBrook Structured Opportunities Fund 

III (892), L.P.  

DELTA FAMILY 

TowerBrook Delta GP, L.P. Serves as general partner to TowerBrook Delta 

(Onshore), L.P. and TowerBrook Delta 

Executive Fund, L.P. 

TowerBrook Delta GP (Alberta), L.P. Serves as general partner to TowerBrook Delta 

(OS), L.P. 

TowerBrook Capital Partners Delta Special, 

L.P. 

Serves as investment manager to TowerBrook 

Delta (Onshore), L.P., TowerBrook Delta 

Executive Fund, L.P., TowerBrook Delta (OS), 

L.P. 

TMX CONTINUATION FUND FAMILY  

TowerBrook TMX Continuation Fund GP, 

L.P. 

Serves as general partner to TowerBrook TMX 

Continuation Fund, L.P.  

TowerBrook Capital Partners Special TMX, 

L.P. 

Serves as investment manager to TowerBrook 

TMX Continuation Fund, L.P. 

CO-INVESTMENT VEHICLE CLIENTS 

TowerBrook Co-Investors (Spiral) GP 

Limited 

Serves as general partner of Spiral Cayman, 

L.P. 

TI IV TMX Holdings GP, LLC 

 

Serves as general partner of TI IV TMX 

Holdings, L.P. 

TowerBrook Structured Opportunities Fund 

(ATL-TOR AIV) GP, LLLP 

Serves as general partner of TowerBrook 

Structured Opportunities Fund (ATL-TOR 

AIV), L.P.  

Gamma Co-Invest GP, LLC Serves as general partner of Gamma Co-Invest, 

L.P. 

TSO CLO JV Co-Investment GP, LLC Serves as general partner of TSO CLO JV Co-

Investment, L.P. 

ATHO GP, L.P.  Serves as general partner of Ascension 

TowerBrook Healthcare Opportunities, L.P. 

ATHO Capital Management, L.P. Serves as investment manager to Ascension 

TowerBrook Healthcare Opportunities, L.P.  

TSO II Validity Co-Investment GP, LLC Serves as general partner of TSO II Validity 

Co-Investment, L.P. 

TCC Opportunities GP, LP Serves as general partner of TCC Opportunities, 

L.P. 

TowerBrook V Pedal Co-Investment GP, 

LLC 

Serves as general partner of TowerBrook V 

Pedal Co-Investment, L.P. 

TowerBrook V Basing Co-Investment GP, 

LLC 

Serves as general partner of TowerBrook V 

Basing Co-Investment, L.P. 

TowerBrook V Maxor Co-Investment GP, 

LLC 

Serves as general partner of TowerBrook V 

Maxor Co-Investment, L.P. 

Sakura Co-Investment Holdings GP Ltd Serves as general partner of Sakura Co-

Investment Holdings L.P. 
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Affiliated Entity Relationship to Partnership 

Sakura GP BV Serves as the general partner of TowerBrook 

Sakura Co-Investment SCS 

Power Delta GP LLC Serves as the general partner of Power Delta 2 

L.P. 

TB Empire Opportunities GP, L.P. Serves as the general partner of TB Empire 

Opportunities L.P. 

TSO II Project Sun Investment Aggregator 

GP, LLC 

Serves as the general partner of TSO II Project 

Sun Investment Aggregator, L.P. 

TXO Delta GP, LLC Serves as the general partner of TXO Delta 2 

L.P. 

TSO K10 Holding Sarl  

LIQUIDATING TRUSTS  

TB Operations, LLC Serves as investment manager to TowerBrook 

Investors III Trust  

 

SUB-ADVISORY ENTITIES 

TowerBrook Capital Partners (U.K.) LLP Provides advisory services to TowerBrook 

Capital Partners L.P. with respect to U.K. and 

European investments. 

TowerBrook Capital Partners Spain, S.L.  Provides advisory services to TowerBrook 

Capital Partners (U.K.) LLP with respect to 

investments in Spain.  

TowerBrook Capital Partners (Europe) 

Limited 

Provides advisory services to TowerBrook 

Capital Partners (U.K.) LLP with respect to 

investments in France.  

 

TowerBrook or its affiliates may have a material investment in the Partnerships and, therefore, 

may be considered to participate indirectly in transactions effected for those Clients. Additional 

information regarding the foregoing relationships, fees, and any other actual or potential conflicts 

of interest arising therefrom are disclosed in the respective Partnership’s Governing Documents. 

Code of Ethics, Participation or Interest in Client Transactions and 

Personal Trading 

TowerBrook has adopted a Code of Ethics pursuant to the Advisers Act which expresses the Firm’s 

operating principles of integrity, honesty and fiduciary duties that we owe our Clients. The Code 

of Ethics sets forth a standard of business conduct expected of all of TowerBrook’s partners and 

employees as well as policies and procedures that each partner and employee must follow to 

prevent activities which may lead to or give the appearance of conflicts of interest, insider trading, 

and other forms of prohibited or unethical business conduct. 

TowerBrook maintains records of all discretionary personal securities accounts of its partners and 

employees in an effort to monitor all such personal investment activity. All such persons are 

restricted from purchasing or selling securities that are held in Partnership accounts or being 
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considered for purchase or sale in Partnership accounts. TowerBrook’s Code of Ethics is available 

for review and will be provided to any Client, limited partner, or prospective client or limited 

partner upon request. 

TowerBrook’s general partner entities and certain TowerBrook personnel invest some of their 

personal assets in the Partnerships and, therefore, hold indirect interests in the same underlying 

securities as other limited partners in the Partnerships. As a result, there may be an incentive to 

allocate investments among the Partnerships in a way that favors TowerBrook and its personnel. 

To mitigate this risk, TowerBrook has adopted portfolio management controls and procedures that 

are designed to ensure that all allocations of investment opportunities within the investment 

objectives of the Partnerships are made in a manner that TowerBrook believes in good faith to be 

fair and reasonable, over time.  

In addition, TowerBrook partners and employees may be permitted to co-invest in securities of a 

portfolio company in which a Partnership has invested. Any such proposed co-investment by an 

employee would require prior permission from TowerBrook. 

TowerBrook may also arrange for a transaction between certain Clients in which one Client buys 

a security from, or sells a security to, the account of another Client (a “cross transaction”) when 

TowerBrook deems the transaction to be in the best interest of each participating Client (including 

for rebalancing as provided for in the Governing Documents for applicable Clients). In doing so, 

TowerBrook may (i) use an unaffiliated broker-dealer or custodian to execute such cross-

transaction and may pay such broker-dealer or custodian to do so or (ii) execute a cross transaction 

directly without the use of a broker-dealer or custodian, in which case TowerBrook will not receive 

compensation to effect such transaction. TowerBrook will ensure that the compensation paid to a 

broker-dealer to execute a cross transaction is reasonable and commensurate with the level of 

services being provided. Any such compensation or other transaction costs associated with a cross 

transaction will be divided among the participants based upon the expenses that should reasonably 

be borne by each party involved in the cross transaction. Any cross transaction must be effected at 

the current market price or fair value of the security. When effecting cross transactions between 

Clients, TowerBrook may have conflicting responsibilities with respect to each participating 

Client. However, it is TowerBrook’s policy to effect any cross transaction in an equitable and fair 

manner for all Clients involved. In certain circumstances a cross transaction may be considered to 

be a “principal transaction” under the Advisers Act. Specifically, if an adviser and its controlling 

persons have a greater than 25% equity or equity-like stake in a Client account that is participating 

in a cross transaction, the transaction may be deemed to be a principal transaction. To the extent 

that any such cross transaction may be viewed as a principal transaction TowerBrook will conduct 

such transaction in accordance with the provisions of Section 206(3) of the Advisers Act. In 

addition, any cross transaction is subject to any Advisory Board consultation or approval that may 

be required under the Governing Documents of the applicable Partnerships. 

In addition, TowerBrook may conduct a number of activities to address, monitor and manage such 

potential conflicts. Various members of TowerBrook’s legal team would be involved in oversight, 

review and approval of cross transactions in a number of ways depending on the context of such 

cross transactions. 
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Personnel of TowerBrook can be expected to have friendships or other personal relationships with 

personnel and other individuals associated with entities with which TowerBrook does or may seek 

to do business, including individuals who serve as directors, principals or employees of investors, 

Clients, and existing and prospective portfolio investments, as well as service providers to the 

foregoing.  Personal relationships may develop out of business-related or other professional 

interactions, or vice versa.  The existence of personal relationships may serve to benefit Clients 

(for example, by providing networking opportunities through which TowerBrook personnel could 

be introduced to potential service providers for Clients) but could also create a potential conflict 

of interest, by giving rise to incentives for the parties to share business or other professional 

opportunities, including those relating to the business of TowerBrook, investors, Clients and 

portfolio companies, in order to enhance or otherwise further their personal relationship, even 

when doing so may not be in the best interest of the Client.  While TowerBrook generally expects 

conflicts of interest of this nature to be mitigated by TowerBrook’s Code of Ethics, which requires 

supervised persons of TowerBrook to act in the best interest of Clients, without regard to an 

individual’s own interest, it is unlikely that the potential for conflicts of interest relating to personal 

relationships can be fully mitigated. 

Brokerage Practices 

The Partnerships may consider investments in equity and/or debt securities or instruments of 

indebtedness that are publicly or privately traded. Therefore, the Firm may deal with financial 

intermediaries such as broker-dealers, and brokerage commissions may be payable in connection 

with such investments. To the extent that TowerBrook transacts in securities or instruments of 

indebtedness, the Firm is authorized to determine the broker or dealer to be used for each 

transaction for the Partnerships and to determine the transaction fee (commission rates and/or 

spread) paid. In placing orders, TowerBrook seeks the most favorable execution terms reasonably 

available given the specific circumstances of each trade. TowerBrook considers a variety of factors 

when determining where to direct brokerage transactions, including: (i) the ability to effect prompt 

and reliable executions at favorable prices (including the applicable dealer spread or commission, 

if any); (ii) the expertise to execute difficult trades in securities, including the ability to find 

liquidity and special execution capabilities; (iii) the operational efficiency with which transactions 

are effected (such as prompt and accurate confirmation and delivery, and frequency of errors), 

taking into account the size of order and difficulty of execution; (iv) the overall reputation, 

integrity, and ability to maintain anonymity; (v) the capital strength, creditworthiness, stability and 

reputation; (vi) the quality of research ideas and assistance with trading strategy; (vii) the 

opportunity for price improvement; (viii) broad market coverage and full range of brokerage 

services provided by the broker dealer; (ix) trading style and strategy, including risks taken in 

positioning a block of securities and frequency of errors; and (x) clearance, settlement, custody 

and recordkeeping abilities. 

Although TowerBrook will seek competitive commission rates and commission equivalents, it will 

not necessarily pay the lowest commission or equivalent. Transactions may involve specialized 

services on the part of a broker-dealer, which may justify higher commissions and equivalents than 

would be the case for more routine services. As discussed in greater detail under “Client Referrals 

and Other Compensation” below, TowerBrook Financial may provide certain specialized services 

in its capacity as a broker-dealer (or other capacity) with respect to portfolio companies of the 

Partnerships.  
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TowerBrook does not enter into soft dollar arrangements or receive soft dollar credits from 

brokers. However, TowerBrook may receive proprietary research from broker-dealers used to 

execute securities transactions. To the best of TowerBrook’s knowledge, these services are 

generally made available to all institutional investors doing business with such broker-dealers. 

TowerBrook does not separately compensate such broker-dealers for the research and does not pay 

higher transaction costs to receive such services. These bundled services are made available to 

TowerBrook on an unsolicited basis and without regard to the rates of commissions charged or 

paid by the Partnerships or the volume of business that the Firm directs to such broker-dealers. 

Nonetheless, TowerBrook may have an incentive to select a broker based on its interest in 

receiving the research or other products or services offered by such broker, rather than on the 

Partnerships’ interests in receiving most favorable execution. 

TowerBrook may engage other financial intermediaries and counterparties, such as investment 

banks, to provide services to the Partnerships and/or, as pertinent, their portfolio companies. In 

selecting such service providers, TowerBrook takes into account a variety of considerations, 

including, without limitation, price, quality of services, financial stability and overall reputation 

and integrity. 

TowerBrook follows trade reconciliation and confirmation procedures intended to minimize trade 

errors. However, on occasion, TowerBrook may experience errors with respect to trades made on 

behalf of the Partnerships.  

Review of Accounts 

TowerBrook representatives serve on the transaction committees, investment committees and 

portfolio committees for the general partners of the Partnerships. These committees are comprised 

of the Co-Chairs of TowerBrook, the Co-CEOs of TowerBrook, and at least five Managing 

Directors of TowerBrook. The investment committees have exclusive decision-making authority 

with regard to the acquisition and disposition of investments. The transaction committees evaluate 

all early, mid-stage and late-stage proposals for prospective investments. The portfolio committees 

monitor the operations and results of portfolio companies and generally meet on a monthly basis. 

In addition, TowerBrook’s Chief Compliance Officer and members of the legal team periodically 

monitor the Partnerships’ portfolios for compliance with investment restrictions and portfolio 

mandates. 

The Partnerships provide quarterly reports to limited partners that provide transaction and 

investment highlights as well as a detailed review of the operating performance and recent 

developments in the portfolio companies. The Partnerships also provide limited partners with 

audited financial statements prepared in accordance with generally accepted accounting principles 

and K-1’s (if applicable) on an annual basis. In addition, the Partnerships provide limited partners 

with unaudited account statements quarterly. 

Client Referrals and Other Compensation 

During a fundraising cycle for a Partnership, TowerBrook may compensate TowerBrook Financial 

and other placement agents who introduce new limited partners that commit capital. The amount 

paid to unrelated placement agents is structured as a percentage of the capital raised. TowerBrook 
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or its affiliates may charge the Partnerships for such placement fees paid to unrelated placement 

agents or otherwise cause the Partnerships to pay such fees; however, all such fees due to 

placement agents by the Partnerships will reduce the management fee otherwise payable by the 

limited partners by an identical amount. TowerBrook Financial is compensated on a “cost plus” 

basis by TowerBrook, however, such fee will not be paid, directly or indirectly, by a Partnership, 

and such fees do not constitute Other Fees, and, therefore, will not offset management fees payable 

by a Partnership. 

As described under “Fees and Compensation” above, TowerBrook or its affiliates may charge or 

receive from portfolio companies Other Fees. A percentage of such Other Fees paid by portfolio 

companies that are received by TowerBrook or any of its affiliates will be applied to reduce the 

management fee (if any) otherwise payable by a Partnership. Other Fees may include 

compensation due to partners or employees of TowerBrook serving on the boards of directors of 

portfolio companies; however, Other Fees do not include compensation due to members of 

TowerBrook’s Management Advisory Board, members of TowerBrook’s Senior Advisory Board 

or other consultants, in each case, serving on the boards of directors of portfolio companies of the 

Partnerships or performing other functions with respect to the Partnerships or their portfolio 

companies. Therefore, such fees will not offset management fees payable by a Partnership. 

TowerBrook Financial may from time to time participate in underwriting syndicates with respect 

to portfolio companies or may otherwise be involved in the private placement of debt or equity 

securities issued by portfolio companies, or otherwise in arranging financing for portfolio 

companies. Subject to applicable law, TowerBrook Financial may receive underwriting fees, 

placement commissions or other compensation with respect to such activities, which are not shared 

with any Partnership (and which are not considered Other Fees), therefore, such compensation 

does not reduce the management fees otherwise payable by the applicable Partnership. If 

TowerBrook Financial or its affiliate serves as underwriter with respect to a portfolio company’s 

securities, the applicable Partnership may be subject to a “lock-up” period following the offering 

under applicable regulations during which time its ability to sell any securities that it continues to 

hold is restricted. This may prejudice the applicable Partnership’s ability to dispose of such 

securities at an opportune time. TowerBrook Financial has not as of the date of this brochure 

participated in underwriting syndicates with respect to portfolio companies or otherwise been 

involved in the private placement of debt or equity securities issued by portfolio companies or 

otherwise involved in arranging financing for portfolio companies.  

Custody 

An adviser has custody if it acts in any capacity that gives the adviser legal ownership of, or access 

to, Client funds or securities. Hence, TowerBrook has “custody” of Partnership assets (within the 

meaning of the Custody Rule) because it or one of its affiliates either (i) acts as general partner of 

a Partnership with the authority to dispose of funds and securities in such Partnership’s accounts 

or (ii) is deemed to have custody because of its ability to withdraw its fees directly from the 

Partnerships. TowerBrook intends to maintain the majority of Partnership assets at unaffiliated 

broker/dealers, banks, or ISDA counterparties, all of whom are qualified custodians, as that term 

is defined under the Custody Rule. Certain privately offered, non-certificated investments such as 

bank debt and swaps are not maintained at a qualified custodian in accordance with the private 

securities exemption of the Custody Rule. 



 

72 
 

In lieu of providing limited partners with quarterly custodial reports, TowerBrook ensures that the 

Partnerships are subject to an annual audit by an independent public accountant registered with the 

Public Company Accounting Oversight Board and the audited financial statements are distributed 

to each limited partner. The audited financial statements will be prepared in accordance with 

generally accepted accounting principles and generally distributed within 90 days, or in the case 

of certain Partnerships, 75 days, of the applicable Partnership’s fiscal year end. 

Investment Discretion 

TowerBrook, with its affiliated general partner and investment manager entities, has complete 

discretionary authority with regard to the acquisition and disposition of investments without 

obtaining specific consent from the limited partners. Any limitations on such authority are included 

in each Partnership’s Governing Documents. TowerBrook and/or its affiliates may also enter into 

side letters with certain limited partners whereby the terms applicable to such limited partner’s 

investment in a Partnership may be altered or varied, including, in some cases, with respect to the 

right to opt-out of certain investments for legal, tax, regulatory or other similar reasons. 

Voting Client Securities 

Most of the companies in which the Partnerships invest are private companies that typically do not 

issue proxies. However, if TowerBrook is requested to vote on certain matters, including, without 

limitation, proposals, amendments, consents, or resolutions (i.e., “proxies”) on behalf of a 

Partnership, TowerBrook has adopted proxy voting policies and procedures, and shall be 

responsible for voting proxies on behalf of the Partnerships in a way that it believes will maximize 

shareholder value. In exercising its voting discretion, TowerBrook, its partners and its employees 

will attempt to avoid any direct or indirect conflict of interest raised by such voting decision. A 

number of TowerBrook’s investment professionals serve as directors of the underlying businesses 

in which the Partnerships invest. In situations where TowerBrook votes the proxy for a company 

in which a member of the Firm serves on the board of directors, TowerBrook has determined that 

such board composition does not inherently present a conflict of interest, as the purpose for serving 

on the board is to maximize the return on a Partnership’s investment and to ensure that a 

Partnership’s interests are protected. 

A copy of TowerBrook’s written proxy voting policies and procedures, as well as specific 

information about how TowerBrook has voted on a specific matter will be provided to limited 

partners upon written request to TowerBrook. 

Financial Information 

TowerBrook has never filed for bankruptcy and is not aware of any financial condition that is 

expected to affect its ability to manage Client accounts. TowerBrook does not require prepayment 

of management fees more than six months in advance or have any other events requiring disclosure 

under this item of the brochure.  

 


