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This firm brochure (this “Brochure”) provides information about the qualifications and business 

practices of New State Capital Partners LLC and New State Management LLC (hereinafter, “New 

State,” or the “Firm” or “our” or “us”).  If you have any questions about the contents of this 

Brochure, please contact us at 212-675-1600 or acipriani@newstatecp.com. The information in this 

Brochure has not been approved nor verified by the United States Securities and Exchange 

Commission (“SEC”) or by any state securities authority.  An investment adviser’s registration 

with the SEC does not imply a certain level of skill or training. 

Additional information about New State is also available on the SEC’s web site at 

www.adviserinfo.sec.gov. 

http://www.newstatecp.com/
http://www.adviserinfo.sec.gov/
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Item 2 - Material Changes 

This Firm Brochure, dated April 22, 2021, provides you with a summary of New State Capital 

Partners LLC and New State Management LLC (collectively, “New State,” the “Firm” or the 

“Adviser”) advisory services and fees, certain business practices and policies, as well as actual or 

potential conflicts of interest, among other things. This Item 2 provides a summary of new and/or 

updated material information since the last annual update of the Brochure. 

There have been no material changes to this Brochure since the Firm’s last annual update of it on 

March 30, 2020.  

This summary of material changes is qualified in its entirety by reference to the full discussion in 

this Brochure.  Clients are encouraged to read the Brochure in detail and contact their account 

representative with any questions.  The Brochure can be accessed via the SEC Website at 

www.sec.gov or by requesting a copy by contacting acipriani@newstatecp.com, or by calling New 

State at 212-675-1600.

http://www.sec.gov/
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Item 4 - Advisory Business 

New State Capital Partners LLC and New State Management LLC are investment advisers sharing 

a principal place of business located in Larchmont, New York.  New State Management LLC is a 

relying adviser to New State Capital Partners LLC, and both advisers share a unified compliance 

program, advise only private funds, and conduct a single advisory business. References herein to 

“New State,” the “Firm” or the “Adviser” refer to both New State Capital Partners LLC and New 

State Management LLC.  New State has been conducting business since 2013.  The Firm is 

privately held, and its principal owner is David Blechman.  

New State provides investment advisory services to multiple private equity funds (“Clients” or the 

“Funds”).  

New State tailors its advisory services to the needs of each Fund, in accordance with the applicable 

investment objectives and the relevant prospectus, limited partnership agreement, offering 

memorandum or other applicable documentation of each Fund (collectively, “Offering 

Documents”), where applicable. Any restrictions on investments are set forth in the relevant 

Offering Documents. New State does not tailor its investment advice to the individual investors 

in each Fund that it manages. As such, investors cannot impose restrictions on the types of 

investments made through the Funds. 

As of December 31, 2020, New State managed $767,707,673 of discretionary regulatory assets 

under management client assets on a discretionary basis.  
 

Item 5 - Fees and Compensation 

A. Fees 

New State collects management fees and performance fees relating to the Funds as set forth in each 

applicable Fund’s Offering Documents. Management fees are generally 2.00% per annum of the 

Fund investors’ capital commitments during the investment period of the Fund.  A more detailed 

description of the specific management fee calculation for each Fund is included in the Offering 

Documents for each Fund. Performance fees may vary by Fund and are generally 20% of profits. 

Some or all of the companies that the private equity funds invest in also pay monitoring fees and 

transaction-related fees directly to New State for the provision of certain services. Under certain 

circumstances, New State offsets all or part of its management fee against these monitoring and 

transaction related fees, as set forth in more detail in the applicable Offering Documents. In certain 

circumstances individuals associated with New State receive compensation from portfolio 

companies that are not subject to offset in accordance with the Offering Documents. 

New State, in its sole discretion, may waive or modify the management fee or performance fee for 

Fund investors that are members, employees or affiliates of New State, relatives of such persons, 

and for certain other investors.  In addition, while monitoring and transaction related fees related 

to the portfolio companies are subject to negotiation, they are not arms-length.  These fees are 

generally calculated as a percentage of the budgeted EBITDA of the respective portfolio company.  

New State or its affiliates, as applicable, reserve the right to waive, reduce, or rebate the 

management fee and/or performance fee with respect to any investor in a Fund.  New State has 

arranged co-investment opportunities with certain investors in a Fund to invest alongside the Fund 
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in a particular investment and may arrange additional co-investment opportunities in the future.  

That arrangement may or may not include a management or performance fee that is higher or lower 

than the fees charged to the Funds. 

B. Billing 

New State receives management fees from several of the Funds on a quarterly basis in advance 

and, where applicable, will earn a performance fee as set forth in each applicable Fund’s Offering 

Documents.  

C. Additional Expenses 

The management fee and performance fee are exclusive of transaction fees and certain Fund 

expenses, including but not limited to custodial expenses, service provider costs, litigation costs, 

operational costs, communications expenses, taxes and other related costs and expenses that are 

incurred by the Fund, and each Fund is responsible for the payment of these costs and expenses. 

The management fee is also exclusive of expenses related to organizing the Fund, expenses related 

to negotiating Fund documentation, placement agent fees, filing fees and other accounting and legal 

fees related to organization of the Fund (collectively, “Organizational Expenses”). Such charges, 

fees and commissions are exclusive of, and in addition to, New State’s management fees and 

performance fees (if applicable).  Subject to a cap, Organizational Expenses of a Fund reduce the 

amount of future management fees paid by that Fund to New State, as set forth in more detail in 

the applicable Offering Documents. For a more complete discussion regarding fees and expenses 

applicable to a particular Fund, please refer to the appropriate Offering Documents. Please see Item 

12 – Brokerage Practices for more information.  

Further, New State or its affiliate allocates a portion of certain portfolio company investments to 

co-investors and at times create separate vehicles for its principals, officers and employees, and 

any of their respective friends or family members, to invest alongside a Fund. Generally, co-

investors share broken deal expenses as negotiated between New State and such co-investors, and 

such arrangements, to the extent that they are not pro rata, will be disclosed to investors in the 

Funds. 

D. Conflicts of Interest and Allocations 

New State’s investments on behalf of the Funds generally consist of purchasing interests, often 

controlling, in portfolio companies.  Further, the investment periods for Funds managed by New 

State are generally not overlapping for extended periods of time.  However, to the extent New State 

is actively evaluating investments for more than one Fund, it will seek to allocate investment 

opportunities for Funds on a fair and equitable basis over time, and taking into account a number 

of factors such as (but not limited to) the sourcing of the relative amounts of capital available for 

new investments and the investment programs and Funds for which such participation is 

appropriate, the governing documents of each Fund, and other relevant considerations.  

Further, New State will determine that each investment opportunity is appropriate for a Fund and 

consistent with the Fund’s investment objectives and with any investment guidelines or restrictions 

applicable to that Fund.  When it is determined that it would be appropriate for a Fund to participate 

in an investment opportunity, New State will allocate to such Fund consistent with the investment 

guidelines and provisions applicable to that Fund. 
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New State may also allocate a portion of a portfolio company investment that it makes for a Fund to 

co-investors, and consequently can exercise its discretion to do so for any investments that the Fund 

makes or has made.  New State intends to offer co-investments in its discretion to third parties or to 

Fund investors, including when there is an interest from a particular investor in the Funds or where 

New State identifies an opportunity that may be of interest to select Fund investors.  The terms under 

which such co-investments may be offered will be determined by New State or its affiliate and the 

relevant co-investor, unless otherwise provided for in the respective Fund’s Offering Documents.  New 

State and its affiliate may (but are not obligated to) receive a carried interest or management fee in 

respect of co-investment opportunities.  Further, New State has created separate vehicles for members 

of its investment team, any of their respective friends or family members, or employees of New State 

or certain of its affiliates to invest alongside an existing Fund. Such vehicles invest a fixed percent 

alongside the relevant Fund. 

New State allocates certain expenses and transaction costs among its Funds, and between the Funds and 

itself, in a fair and impartial manner that takes into account a number of factors, including, among 

others, the provisions of the Fund’s Offering Documents, the amount of capital committed or invested 

by a Fund, the number or percentage of transactions or investment opportunities in which a Fund was 

eligible to participate, and the presence of any co-investment vehicles or direct investors investing (or 

proposing to invest) alongside a Fund.  New State will generally allocate all relevant expenses and 

transaction costs pro rata among its Funds, including co-investment vehicles participating in an 

investment. 

 

To the extent that New State offers co-investment opportunities to third parties, it will seek to enter into 

a letter of understanding with the prospective co-investor at the time that the co-investment opportunity 

is presented that states that the prospective co-investor will bear broken deal expenses on a pro rata 

basis with the Fund(s). 

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

Performance fees are fees based on a share of capital gains on, or capital appreciation of, the assets 

of a Fund.  Performance fees can create an incentive for New State to recommend investments that 

are riskier or more speculative than would be the case if such arrangement were not in effect.  New 

State and its employees may be perceived to have an incentive to devote more resources toward 

managing Funds for which it charges a higher performance fee over other Funds. New State 

addresses such potential conflicts through policies and procedures that seek to ensure that all clients 

are treated fairly, and investment opportunities are allocated appropriately over time.  

Item 7 - Types of Clients 

New State provides investment advisory services to private equity funds.  Please note that New 

State’s clients are the Funds.  Investors in such Funds are not clients of New State.  Minimum 

contributions for investments in a Fund may vary for each Fund and are subject to waiver by the 

general partner of the respective Fund. 

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

A. Methods of Analysis and Investment Strategies 

Each Fund advised by New State has its own strategies and risks which are described in its Offering 

Documents. 
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B. Material Risk Factors  

Investing in securities involves risk of loss that investors should be prepared to bear. The 

investment performance and the success of any investment strategy or particular investment can 

never be predicted or guaranteed, and the value of an investor’s investment in a Fund will fluctuate 

due to market conditions and other factors. The investment decisions made, and the actions taken 

in managing the Funds, will be subject to various market, liquidity, currency, economic, political 

and other risks, and investments may lose value. 

Investments in Private Companies.  The Funds’ investment portfolios are expected to consist 

primarily of securities issued by privately held companies, and operating results in a specified 

period will be difficult to predict.  Such investments involve a high degree of business and 

financial risk that can result in substantial losses. 

Concentration of Investments; Lack of Diversification.  The Funds will participate in a limited 

number of investments and reserves the right to make several investments in one industry or one 

industry segment or within a short period of time.  As a result, the Fund’s investment portfolios 

could become highly concentrated, and the performance of a few holdings or of a particular 

industry may substantially affect its aggregate return.   

The Funds are permitted to provide “bridge financing” to facilitate portfolio company 

investments.  It is possible that all or a portion of a bridge financing will not be recouped within 

the time period specified in the Partnership Agreement, in which case the investment would be 

treated as a permanent investment of the Fund.  As a result, the Funds’ portfolio could become 

more concentrated with respect to such investment than initially expected or otherwise provided 

for under the Funds’ investment limitations, certain of which exclude bridge financing 

investments. 

Impact of Government Regulation, Reimbursement and Reform.  Certain industry segments in 

which the Funds invest are (or may become) (i) highly regulated at both the federal and state 

levels in the U.S. and internationally and (ii) subject to frequent regulatory change.  Certain 

segments may be highly dependent upon various government (or private) reimbursement 

programs.  While the Funds seek 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 the Funds invest. 

Leveraged Investments; Borrowing.  The Funds are permitted to make use of leverage by having 

a portfolio company incur debt to finance a portion of its investment in such portfolio company, 

including in respect of companies not rated by credit agencies.  Leverage generally magnifies 

both the Funds’ opportunities for gain and its risk of loss from a particular investment, and the 

magnification of the risk of loss may be substantial.  The cost and availability of leverage is 

highly dependent on the state of the broader credit markets, which may be impacted by regulatory 
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restrictions and guidelines and which are difficult to accurately forecast, and at times it may be 

difficult to obtain or maintain the desired degree of leverage.  The availability of leverage is 

subject to governmental and regulatory oversight, and certain governmental bodies (including 

the U.S. Federal Reserve System, the U.S. Office of the Comptroller of the Currency and the 

U.S. Federal Deposit Insurance Corporation) may restrict or otherwise discourage lending that 

results in companies carrying large amounts of debt. 

The use of leverage may impose restrictive financial and operating covenants on a portfolio 

company, in addition to the burden of debt service, and may impair its ability to operate its 

business as desired and/or finance future operations and capital needs.  The leveraged capital 

structure of portfolio companies will increase the exposure of the Funds’ investments to any 

deterioration in a portfolio company’s condition or industry, competitive pressures, an adverse 

economic environment or rising interest rates and could accelerate and magnify declines in the 

value of the Funds’ investments in the leveraged portfolio companies in a down market.  In the 

event any portfolio company cannot generate adequate cash flow to meet its debt service, the 

Funds may suffer a partial or total loss of capital invested in the portfolio company, which could 

adversely affect the returns of the Funds.  Additionally, lenders would typically have a claim that 

has priority over any claim by the Funds to the assets of such portfolio company in an insolvency 

event or proceeding.  Should the credit markets be limited or costly at the time a Fund determines 

that it is desirable to sell all or a part of a portfolio company, the Fund may not achieve an exit 

multiple or enterprise valuation consistent with its forecasts.  If a portfolio company is unable to 

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

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

investment in such portfolio company and may realize lower than expected returns from the 

portfolio company that would adversely affect a Fund’s ability to generate attractive returns for 

the Fund as a whole.  Any failure by lenders to provide previously committed financing could 

also expose a Fund to potential claims by sellers of businesses which the Fund may have been 

contracted to purchase.  Moreover, the companies in which a Fund will invest generally will not 

be rated by a credit rating agency. 

The Funds are also permitted to borrow money pursuant to a revolving credit facility or other 

debt facility, including a facility based on the aggregate Commitments available to be called, or 

guaranty indebtedness (such as a guaranty of a portfolio company’s debt, a letter of credit or 

other forms of promise to provide funding) or otherwise be liable therefor, and in such situations, 

it is not expected that the Funds would be compensated for providing such guarantee or exposure 

to such liability.  Although the use of leverage by a Fund will increase the Fund’s ability to 

swiftly invest capital, it will also result in interest expense and other costs to the Fund that may 

exceed, or otherwise not be covered by, distributions made to the Fund or appreciation of its 

investments.  The Funds are permitted to incur leverage on a joint and several basis with one or 

more other investment funds and/or other entities managed by or otherwise affiliated with the 

general partner or any of its affiliates and, in connection with incurring such indebtedness, the 

general partner reserves the right, in its sole discretion, to cause a Fund to enter into one or more 

agreements to obtain a right of contribution, subrogation or reimbursement from or against such 

entities.  However, it is possible that, if and when a Fund were to seek to enforce any such right, 
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any such entity could default on its obligation and/or such right may otherwise be unenforceable.  

In addition, to the extent the Fund incurs leverage (or provides any guaranty), such amounts may 

be secured by the commitments of the limited partners and other Fund assets.  Any leverage 

secured by the commitments of the limited partners could enable a lender to issue a capital call 

on behalf of the general partner of the fund, and such investors’ contributions may be required 

to be made directly to the lender instead of to the Fund.   

Investment in Junior Securities.  The securities in which the Funds will invest may be among the 

most junior in a portfolio company’s capital structure and, thus, subject to the greatest risk of 

loss.  Generally, there will be no collateral to protect the Funds’ investment once made. 

Distressed Securities Generally.  The Funds are permitted and expected to invest in the securities 

and obligations, including debt obligations that are in covenant or payment default, of companies 

experiencing significant financial difficulties and material operating issues, including companies 

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

restructuring, recapitalization or liquidation processes.  Distressed debt securities are subject to 

the significant risk of an issuer’s inability to meet principal and interest payments on the 

obligations (credit risk) and also may be subject to price volatility due to such factors as interest 

rate sensitivity, market perception of the creditworthiness of the issuer and general market 

liquidity (market risk).  Distressed securities may react to developments affecting market and 

credit risk more than non-distressed securities.  A wide variety of other considerations exist, 

including, for example, the possibility of litigation between the participants in a reorganization 

or liquidation proceeding or a requirement to obtain mandatory or discretionary consents from 

various governmental authorities or others.  The uncertainties inherent in evaluating such 

investments may be increased by legal and practical considerations which limit the access of 

New State to reliable and timely information concerning material developments affecting a 

company, or which cause lengthy delays in the completion of the liquidation or reorganization 

proceedings.  The level of analytical sophistication, both financial and legal, necessary for 

successful investment in companies experiencing significant business and financial distress is 

unusually high.  There is no assurance that New State will correctly evaluate the nature and 

magnitude of the various factors that could affect the prospects for a successful reorganization 

or similar action.  In any reorganization or liquidation proceeding relating to a company in which 

the Funds invests, a Fund may lose its entire investment or may be required to accept cash or 

securities with a value less than the Fund’s original investment. 

Other Equity and Non-Distressed Investments.  The Funds are permitted to make investments in 

special situation equities, post-reorganization securities, securities of non-U.S. issuers, emerging 

market debt securities, private debt or equity securities, publicly traded equity securities, 

convertible securities, warrants, futures, options and risk arbitrage, which involve special risks.  

Special situation equities are event driven, and may be subject to greater volatility than other 

equity securities.  The market price of a publicly traded equity security can be adversely affected 

by a wide variety of broad macroeconomic and market factors unrelated to the financial condition 

and prospects of the issuer.  Dividends and interest paid by foreign issuers may be subject to 

withholding and other foreign taxes. 
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Investment Involving Restructurings.  The Funds are permitted to make investments in special 

situations, including restructurings, which involve portfolio companies that are experiencing or 

are expected to experience severe financial difficulties, which may never be overcome and may 

cause a portfolio company to become subject to bankruptcy proceedings.  Such investments 

could, in certain circumstances, subject the Funds to certain additional potential liabilities, which 

may exceed the value of a Fund’s original investment therein.  For example, under certain 

circumstances, 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.  In addition, under certain circumstances, 

payments to the Fund and distributions by the Fund to the limited partners may be reclaimed if 

any such payment or distribution is later determined to have been a fraudulent conveyance or a 

preferential payment or a similar transaction under applicable bankruptcy and insolvency laws.  

Furthermore, investments involving restructurings may be adversely affected by local statutes 

relating to, among other things, fraudulent conveyances, voidable preferences, lender liability 

and the bankruptcy court’s discretionary power to disallow, subordinate or disenfranchise 

particular claims. 

High Yield, Low or Unrated Securities.  The Funds are permitted to invest in “high yield” bonds 

and preferred stock or debt securities which are unrated or rated in the lower categories by the 

various credit rating agencies (or in comparable non-rated securities).  Securities in the lower 

categories are subject to greater risk of loss of principal and interest than higher-rated securities 

and are generally considered to be predominantly speculative with respect to the issuer’s capacity 

to pay interest and repay principal.  They are also generally considered to be subject to greater 

risk than securities with higher ratings in the case of deterioration of general economic 

conditions.  Because investors generally perceive that there are greater risks associated with the 

lower-rated securities, the yields and prices of such securities tend to fluctuate more than those 

of higher-rated securities.  The market for lower-rated securities is thinner and less active than 

that for higher-rated securities, which can adversely affect the prices at which these securities 

can be sold.  In addition, adverse publicity and investor perceptions about lower rated securities, 

whether or not based on fundamental analysis, may be a contributing factor in a decrease in the 

value and liquidity of such lower-rated securities. 

High yield securities may or may not be subordinated to certain other outstanding securities and 

obligations of the issuer, which may be secured by substantially all of the issuer’s assets.  High 

yield securities may also not be protected by financial covenants or limitations on additional 

indebtedness.  Companies that issue such securities may be highly leveraged and may not have 

available to them more traditional methods of financing.  In addition, the Fund is permitted to 

invest in bonds of issuers that do not have publicly traded equity securities, making it more 

difficult to hedge the risks associated with such investments. 

The Funds are permitted to invest in obligations of issuers that are generally trading at 

significantly higher yields than had been historically typical of the applicable issuer’s 

obligations.  Such investments may include debt obligations that have a heightened probability 

of being in covenant or payment default in the future or that are currently in default and are 
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generally considered speculative.  The repayment of defaulted obligations is subject to significant 

uncertainties.  Defaulted obligations might be repaid only after lengthy workout or bankruptcy 

proceedings, during which the issuer might not make any interest or other payments.  Typically, 

such workout or bankruptcy proceedings result only in partial recovery of cash payments or an 

exchange of the defaulted security for other debt or equity securities of the issuer or its affiliates, 

which may in turn be illiquid or speculative. 

Risks Associated with Bankruptcy Cases.  The Funds’ investment activities, particularly 

involving companies in distressed situations, may result in it becoming involved as a creditor in 

bankruptcy cases.  In addition, the general partner may purchase securities or assets of, or claims 

against, companies in bankruptcy. 

Many of the events within a bankruptcy case are adversarial and often beyond the control of the 

creditors.  While creditors generally are afforded an opportunity to object to significant actions, 

there can be no assurance that a bankruptcy court would not approve actions which may be 

contrary to the interests of a Fund. 

Generally, the duration of a bankruptcy case can only be roughly estimated.  The reorganization 

of a company usually involves the development and negotiation of a plan of reorganization, plan 

approval by creditors and confirmation by the bankruptcy court.  This process can involve 

substantial legal, professional and administrative costs to the company and the Fund; it is subject 

to unpredictable and lengthy delays; and during the process the company’s competitive position 

may erode, key management may depart and the company may not be able to reorganize and 

may be required to liquidate assets. 

The debt of companies in financial reorganization will in most cases not pay current interest, 

may not accrue interest during the reorganization and may be adversely affected by an erosion 

of the issuer’s intrinsic values.  Such investments can result in a total loss of principal. 

U.S. bankruptcy law permits the classification of “substantially similar” claims in determining 

the classification of claims in a reorganization for purposes of voting on a plan of reorganization.  

Because the standard for classification is vague, there exists a significant risk that the Fund’s 

influence with respect to a class of securities can be lost by the inflation of the number and the 

amount of claims in, or other gerrymandering of, the class.  In addition, certain administrative 

costs and claims that have priority over the claims of certain creditors (for example, claims for 

taxes) may be quite high. 

There are instances where creditors and equity holders lose their ranking and priority such as 

when they take over management and functional operating control of a debtor.  In those cases 

where a Fund, by virtue of such action, is found to exercise “domination and control” of a debtor, 

the Fund may lose its priority if the debtor can demonstrate that it was adversely impacted or 

other creditors or equity holders were harmed by the Fund.  A Fund may purchase creditor claims 

subsequent to the commencement of a bankruptcy case.  Under judicial decisions, it is possible 

that such purchase may be disallowed by the bankruptcy court if the court determines that the 

purchaser has taken unfair advantage of an unsophisticated seller, which may result in the 
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rescission of the transaction (presumably at the original purchase price) or forfeiture by the 

purchaser. 

Mispriced Securities.  The identification of investment opportunities that are mispriced by the 

market is a difficult task, and there is no assurance that such opportunities will be successfully 

recognized or acquired.  While investments in mispriced securities offer opportunities for above-

average capital appreciation, these investments involve a high degree of financial risk and can 

result in substantial losses.  Returns generated from a Fund’s investments may not adequately 

compensate for the business and financial risks assumed.  The Fund may be required to hold such 

securities for a substantial period of time before realizing their anticipated value.  During this 

period, a portion of the Fund’s capital would be committed to the securities purchased, thus 

possibly preventing the Fund from investing in other opportunities.  The Fund is permitted to 

finance such purchases with borrowed funds and in such event will have to pay interest on such 

funds during such waiting period. 

In liquidation (both in and out of bankruptcy) and other forms of corporate reorganization, there 

exists the risk that the reorganization either will be unsuccessful (due to, for example, failure to 

obtain requisite approvals), will be delayed (for example, until various liabilities, actual or 

contingent, have been satisfied) or will result in a distribution of cash or a new security the value 

of which will be less than the purchase price to the Fund of the security in respect to which such 

distribution was made. 

In certain transactions, the Fund may not be “hedged” against market fluctuations, or, in 

liquidation situations, may not accurately value the assets of the company being liquidated.  This 

can result in losses, even if the proposed transaction is consummated. 

Convertible Securities.  A convertible security may be subject to redemption at the option of the 

issuer at a price established in the convertible security’s governing instrument.  If a convertible 

security held by a Fund is called for redemption, the Fund will be required to permit the issuer 

to redeem the security, convert it into the underlying common stock or sell it to a third party.  

Any of these actions could have an adverse effect on the Fund’s ability to achieve its investment 

objective. 

Debt Investments.  The Funds may invest in debt, debt-related, and other securities of companies.  

These securities may be unsecured, subordinated to senior indebtedness, or unprotected by 

covenants or limitations on additional indebtedness. 

Debt securities are subject to both credit and interest rate risks.  If an issuer is unable to make 

principal and interest payments on its indebtedness, a Fund may suffer a partial or total loss of 

capital invested in the company.  Declines in revenues or increases in expenses may significantly 

affect the ability of an issuer to pay, and these risks may change over the life of an investment.  

Interest rates are subject to risks associated with changes in the market.  Interest rate changes 

directly affect the value of adjustable rate securities, and indirectly affect the value of fixed rate 

securities. 



 

 10 

The Funds may invest in convertible debt and equity-related securities to the extent that the 

General Partner believes such investments offer potential for capital appreciation.  There is no 

minimum credit standard that is a prerequisite to the Fund’s investment in any security and the 

debt securities acquired by the Fund may be non-investment grade. 

Portfolio companies could experience adverse business conditions that could result in a default 

on all or part of their obligations to the Fund.  A portfolio company’s ability to satisfy its 

obligations to the Fund could be impacted by market or industry conditions, national or 

international economic or political factors or other developments beyond the company’s control.  

Defaults could ultimately result in the loss of investment principal. 

“Blocking Positions”.  In connection with the Funds’ distressed investment strategy, a Fund may 

acquire plan of reorganization “blocking positions” in securities of portfolio companies.  This 

strategy entails significant risks.  If the General Partner’s evaluation of the anticipated outcome 

of such a blocking position or any investment situation should prove incorrect, the Fund could 

experience substantial losses. 

Interest Rate Risk.  Portfolios with debt investments are subject to interest rate risks; changes in 

the prevailing market interest rates could negatively affect the value of such investments in a 

Fund’s portfolio.  The ability of companies or businesses in which the Fund may invest to 

refinance debt instruments or repay debt obligations may depend on their ability to obtain 

financing, including by selling new securities or instruments in the high yield debt or bank 

financing markets, which at certain points over the last several years have been extraordinarily 

difficult to access at favorable rates.  Volatility and instability in the securities market also may 

increase the risks inherent in the Fund’s investments.  Interest rate changes may affect the value 

of a debt instrument indirectly (especially in the case of fixed rate securities) and directly 

(especially in the case of instruments whose rates are adjustable).  In general, rising interest rates 

will negatively impact the price of a fixed rate credit instrument and falling interest rates will 

have a positive effect on price.  Adjustable rate instruments also react to interest rate changes in 

a similar manner, although generally to a lesser degree.  Interest rate sensitivity is generally more 

pronounced and less predictable in instruments with uncertain payment or prepayment schedules.  

While interest rates are currently expected to remain at favorable rates in the near term, there is 

a general belief that the U.S. Federal Reserve will at some point in the future tighten the monetary 

supply and increase benchmark interest rates, which may have a negative impact on the price of 

debt instruments globally and could adversely affect the value of the Fund’s investments.  

Additional factors that may affect market interest rates include inflation, slow or stagnant 

economic growth or recession, unemployment, international disorders and instability in domestic 

and foreign financial markets.  The Fund expects that it will periodically experience imbalances 

in its assets and liabilities as a result of changes in interest rates.  In a changing interest rate 

environment, the Fund may not be able to manage this risk effectively.  If the Fund is unable to 

manage interest rate risk effectively, the Fund’s performance could be adversely affected.  While 

the Fund is permitted to seek to do so, it is not required to hedge its interest rate risk. 
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Prepayment Risk.  The frequency at which prepayments (including voluntary prepayments by 

the obligors and accelerations due to defaults) occur on debt instruments will be affected by a 

variety of factors including the prevailing level of interest rates and spreads as well as economic, 

demographic, tax, social, legal and other factors.  Generally, obligors tend to prepay their fixed 

rate obligations when prevailing interest rates fall below the coupon rates on their obligations.  

Similarly, floating rate issuers and borrowers tend to prepay their obligations when spreads 

narrow. 

In general, “premium” securities (securities whose market values exceed their principal or par 

amounts) are adversely affected by faster than anticipated prepayments, and “discount” securities 

(securities whose principal or par amounts exceed their market values) are adversely affected by 

slower than anticipated prepayments.  Since many fixed rate obligations will be discount 

instruments when interest rates and/or spreads are high, and will be premium instruments when 

interest rates and/or spreads are low, such debt instruments may be adversely affected by changes 

in prepayments in any interest rate environment. 

The adverse effects of prepayments may impact a Fund’s portfolio in two ways.  First, particular 

investments may experience outright losses, as in the case of an interest-only instrument in an 

environment of faster actual or anticipated prepayments.  Second, particular investments may 

underperform relative to hedges that the Management Company may have constructed for these 

investments, resulting in a loss to the Fund’s overall portfolio.  In particular, prepayments (at 

par) may limit the potential upside of many instruments to their principal or par amounts, whereas 

their corresponding hedges often have the potential for unlimited loss. 

Risks in Effecting Operating Improvements.  In some cases, the success of a Fund’s investment 

strategy will depend, in part, on the ability of the Fund to effect improvements in the operations 

of a portfolio company.  The activity of identifying and implementing operating improvements 

at portfolio companies entails a high degree of uncertainty.  Executing operational improvements 

may divert the attention of a portfolio company’s key personnel and disrupt normal business 

operations of such company.  There can be no assurance that the Fund will be able to successfully 

identify and implement such improvements or that any such successfully implemented 

improvements will result in a return on invested capital with respect to such portfolio company. 

Risks Relating to Due Diligence of and Conduct at Portfolio Companies; Expedited 

Transactions.  Before making investments, New State will typically conduct such due diligence 

as it deems reasonable and appropriate based on the facts and circumstances applicable to each 

investment.  Due diligence may entail evaluation of important and complex business, financial, 

tax, accounting, technical, environmental, regulatory and legal issues.  Outside consultants, legal 

advisors, accountants, investment banks and other third parties may be involved in the due 

diligence process to varying degrees depending on the type of investment and the facts and 

circumstances related thereto and New State may rely on the advice received from such third 

parties.  Investment analyses and decisions by New State will often be undertaken on an 

expedited basis for a Fund to take advantage of investment opportunities and/or consummate 

investments.  In such cases, the information available to New State at the time of an investment 
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decision may be limited, and New State may not have access to the detailed information 

necessary for a full evaluation of the investment opportunity.  The due diligence investigation 

carried out with respect to any investment opportunity will not reveal or highlight all relevant 

facts that may be necessary or helpful in evaluating such investment opportunity.  Moreover, 

such an investigation will not necessarily be indicative that an investment will be successful or 

that the Fund will realize a return on its invested capital. 

Enhanced Scrutiny and Certain Effects of Potential Regulatory Changes.  There continue to be 

discussions regarding enhanced governmental scrutiny and/or increased regulation of the private 

equity industry.  There can be no assurance that any such scrutiny or regulation will not have an 

adverse impact on a Fund’s activities, including the ability of the Fund to effectively and timely 

address such regulations, implement operating improvements or otherwise execute its investment 

strategy or achieve its investment objectives. 

The combination of such scrutiny of private equity firms (along with other alternative asset 

managers) and their investments by various politicians, regulators and market commentators, and 

the public perception that certain alternative asset managers, including private equity firms, 

contributed to the 2007-2008 downturn in the U.S. and global financial markets, may complicate 

or prevent the Fund’s efforts to structure, consummate and/or exit investments, both in general 

and relative to competing bidders outside of the alternative asset space.  As a result, a Fund may 

invest in fewer transactions or incur greater expenses or delays in completing or exiting 

investments than it otherwise would have. 

Non-U.S. Investments.  The Funds are permitted to invest in portfolio companies that are 

organized or headquartered or have substantial sales or operations outside of the United States, 

its territories, and possessions.  Investments in non-U.S. securities or instruments involve certain 

factors not typically associated with investing in U.S. securities and instruments, including risks 

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

the U.S. dollar and the various non-U.S. currencies in which a Fund’s non-U.S. investments are 

denominated (including risks associated with potentially rapid inflation), and costs associated 

with conversion of investment principal and income from one currency into another; (ii) exposure 

to fluctuations in interest rates payable with respect to the instruments in which the Fund invests; 

(iii) differences in conventions relating to documentation, settlement, corporate actions, 

stakeholder rights and other matters; (iv) differences between the U.S. and non-U.S. securities 

markets, including potential price volatility in and relative illiquidity of some non-U.S. securities 

markets; (v) the absence of uniform accounting, auditing, and financial reporting standards, 

practices and disclosure requirements, and less or more government supervision and regulation; 

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

and restrictions on non-U.S. investment and repatriation of capital, the risks of political, 

economic, governmental or social instability, including the risk of sovereign defaults, regulatory 

change, and the possibility of expropriation or confiscatory taxation; (vii) the possible imposition 

of non-U.S. taxes on income, gains and gross sales or other proceeds recognized with respect to 

such securities or instruments; (viii) potential unsettled points of applicable governing law and 

the application of complex U.S. and non-U.S. tax rules to cross-border investments; (ix) possible 
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non-U.S. tax return filing requirements for the Fund and/or the Partners; (x) differing and 

potentially less well-developed, well-tested and/or more restrictive laws, regulations and 

regulatory institutions and judicial systems, including regarding stakeholder rights, creditors’ 

rights (including the rights of secured parties), fiduciary duties and the protection of investors; 

(xi) differences in the legal and regulatory environment or enhanced legal and regulatory 

compliance; (xii) greater difficulty of enforcing legal rights in a non-U.S. jurisdiction; (xiii) 

political hostility to investments by foreign or private equity investors; and (xiv) less publicly 

available information. 

Hedging Arrangements; Related Regulations.  New State is permitted (but is not obligated) to 

endeavor to manage a Fund’s or any portfolio company’s currency exposures, interest rate 

exposures or other exposures, using hedging techniques where available and appropriate.  The 

Fund may incur costs related to such hedging arrangements, which may be undertaken in 

exchange-traded or over-the-counter (“OTC”) contexts, including futures, forwards, swaps, 

options and other instruments.  There can be no assurance that adequate hedging arrangements 

will be available on an economically viable basis or that such hedging arrangements will achieve 

the desired effect, and in some cases hedging arrangements may result in losses greater than if 

hedging had not been used. 

In some cases, particularly in OTC contexts, hedging arrangements will subject the Fund to the 

risk of a counterparty’s inability or refusal to perform under a hedging contract, or the potential 

loss of assets held by a counterparty, custodian or intermediary in connection with such hedging.  

OTC contracts may expose the Fund to additional liquidity risks if such contracts cannot be 

adequately settled. 

Certain hedging arrangements may create for New State and/or one of its affiliates an obligation 

to register with the CFTC or other regulator or comply with an applicable exemption.  Losses 

may result to the extent that the CFTC or other regulator imposes position limits or other 

regulatory requirements on such hedging arrangements, including under circumstances where 

the ability of the Fund or a portfolio company to hedge its exposures becomes limited by such 

requirements.   

Uncertain Economic, Social and Political Environment.  Consumer, corporate and financial 

confidence may be adversely affected by current or future tensions around the world, fear of 

terrorist activity and/or military conflicts, localized or global financial crises, virus or disease 

epidemics or other sources of political, social or economic unrest.  Such erosion of confidence 

may lead to or extend a localized or global economic downturn.  A climate of uncertainty may 

reduce the availability of potential investment opportunities, and increases the difficulty of 

modeling market conditions, potentially reducing the accuracy of financial projections.  In 

addition, limited availability of credit for consumers, homeowners and businesses, including 

credit used to acquire businesses, in an uncertain environment or economic downturn may have 

an adverse effect on the economy generally and on the ability of the Fund and its portfolio 

companies to execute their respective strategies and to receive an attractive multiple of earnings 

on the disposition of businesses.  This may slow the rate of future investments by the Fund and 
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result in longer holding periods for investments.  Furthermore, such uncertainty or general 

economic downturn may have an adverse effect upon the Fund’s portfolio companies. 

General Economic and Market Conditions.  The private equity industry generally and the success 

of the Funds’ investment activities specifically will be affected by general economic and market 

conditions, as well as by changes in laws, currency exchange controls, and national and 

international political and socioeconomic circumstances.  Such factors are unpredictable and 

cannot be controlled by New State.  Moreover, governmental measures undertaken in response 

to such turmoil (whether regulatory or financial in nature) may have a negative effect on market 

conditions.  General fluctuations in the market prices of securities and economic conditions 

generally may reduce the availability of attractive investment opportunities for the Funds and 

may affect the Funds’ ability to make investments.  Instability in the securities markets and 

economic conditions generally (including a slow-down in economic growth and/or changes in 

interest rates or foreign exchange rates) may also increase the risks inherent in a Fund’s 

investments and could have a negative impact on the performance and/or valuation of the Fund’s 

portfolio companies.  The Fund’s performance can be affected by deterioration in the capital 

markets and by market events, including events similar to the credit crisis in the summer of 2007, 

the downgrading of the credit rating of the U.S. in 2011 or the recent downturn in the U.S. and 

global financial markets, which, among other things, can impact the public market comparable 

earnings multiples used to value privately held portfolio companies and investors’ risk-free rate 

of return.  Movements in foreign exchange rates may adversely affect the value of investments 

in portfolio companies and the Fund’s performance.  Volatility and illiquidity in the financial 

sector may have an adverse effect on the ability of the Fund to sell and/or partially dispose of its 

portfolio company investments.  Such adverse effects may include the requirement of the Fund 

to pay break-up, topping, termination or other fees and expenses in the event the Fund is not able 

to close a transaction (whether due to the lenders’ unwillingness to provide previously committed 

financing or otherwise) and/or the inability of the Fund to dispose of investments at prices that 

New State believes reflect the fair value of such investments.  The impact of market and other 

economic events may also affect the Fund’s ability to raise funding to support its investment 

objective. 

Public Health Emergencies; COVID-19.  Pandemics and other widespread public health 

emergencies, including outbreaks of infectious diseases such as SARS, H1N1/09 flu, avian flu, 

Ebola and the current outbreak of COVID-19, have and are resulting in market volatility and 

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 Fund. 

Currently, there is an ongoing outbreak of COVID-19, which has caused a worldwide public 

health emergency, straining healthcare resources and resulting in extensive and growing numbers 

of infections, hospitalizations and deaths.  In an effort to contain COVID-19, national, regional 

and local governments, as well as private businesses and other organizations, have taken severely 

restrictive measures, including instituting local and regional quarantines, restricting travel 

(including closing certain international borders), prohibiting public activity (including “stay-at-
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home” and similar orders), and ordering the closure of large numbers of offices, businesses, 

schools, and other public venues.  As a result, COVID-19 has significantly diminished global 

economic production and activity of all kinds and has contributed to both volatility and a severe 

decline in all financial markets.  Among other things, these unprecedented developments have 

resulted in material reductions in demand across most categories of consumers and businesses, 

dislocation (or in some cases a complete halt) in the credit and capital markets, labor force and 

operational disruptions, slowing or complete idling of certain supply chains and manufacturing 

activity, steep increases in unemployment levels in the United States and several other countries, 

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 COVID-19 — and the resulting precipitous decline in economic and 

commercial activity across nearly all of the world’s largest economies — on global economic 

conditions, and on the operations, financial condition and performance of any particular industry 

or business, is impossible to predict, although ongoing and potential additional materially 

adverse effects, including a further global or regional economic downturn (including a recession) 

of indeterminate duration and severity, are possible.  The extent of COVID-19’s impact will 

depend on many factors, including the ultimate duration and scope of the public health 

emergency and the restrictive countermeasures being undertaken, as well as the effectiveness of 

other governmental, legislative and financial and monetary policy interventions designed to 

mitigate the crisis and address its negative externalities, all of which are evolving rapidly and 

may have unpredictable results.  Even if and as the spread of the COVID-19 virus itself is 

substantially contained and economies are able to “re-open,” it will be difficult to assess what 

the longer-term impacts of an extended period of unprecedented economic dislocation and 

disruption will be on future macro- and micro-economic developments, the health of certain 

industries and businesses, and commercial and consumer behavior. 

The ongoing COVID-19 crisis and any other public health emergency could have a significant 

adverse impact and result in significant losses to the Fund.  The extent of the impact on the Fund 

and its portfolio companies’ operational and financial performance will depend on many factors, 

all of which are highly uncertain and cannot be predicted, and this impact may include significant 

reductions in revenue and growth, unexpected operational losses and liabilities, impairments to 

credit quality and reductions in the availability of capital.  These same factors may limit the 

ability of the Fund to source, diligence and execute new investments and to manage, finance and 

exit investments in the future, and governmental mitigation actions may constrain or alter 

existing financial, legal and regulatory frameworks in ways that are adverse to the investment 

strategy the Fund intends to pursue, all of which could adversely affect the Fund’s ability to 

fulfill its investment objectives.  They may also impair the ability of portfolio companies or their 

counterparties to perform their respective obligations under debt instruments and other 

commercial agreements (including their ability to pay obligations as they become due), 

potentially leading to defaults with uncertain consequences, including the potential for defaults 

by borrowers under debt instruments held by the fund.  In addition, the operations of the Fund, 

its portfolio companies, New State may be significantly impacted, or even temporarily or 
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permanently halted, as a result of government quarantine measures, restrictions on travel and 

movement, remote-working requirements and other factors related to a public health emergency, 

including its potential adverse impact on the health of any such entity’s personnel.  These 

measures may also hinder such entities’ ability to conduct their affairs and activities as they 

normally would, including by impairing usual communication channels and methods, hampering 

the performance of administrative functions such as processing payments and invoices, and 

diminishing their ability to make accurate and timely projections of financial performance. 

Deterioration of Credit Markets May Affect Ability to Finance and Consummate Investments.  In 

the event that the global credit markets deteriorate and it becomes more difficult for investment 

funds such as the Funds to obtain favorable financing for investments, the Funds’ ability to 

generate attractive investment returns may be adversely affected to the extent the Funds are 

unable to obtain favorable financing terms for its investments.  Moreover, to the extent that such 

deterioration is not temporary and continues, it may have an adverse impact on the availability 

of credit to businesses generally and could lead to an overall weakening of the U.S. and global 

economies.  Such deterioration also may restrict the ability of the Fund to realize its investments 

at favorable times or for favorable prices. 

Adequacy and Availability of Insurance.  While the Funds may seek to make investments where 

insurance and other risk management products (to the extent available on commercially 

reasonable terms) are utilized to mitigate the potential loss resulting from certain adverse events 

and other risks customarily covered by insurance, this may not always be practicable or feasible.  

Moreover, it will not be possible to insure against all such risks, and such insurance proceeds as 

may be derived in a timely manner from covered risks may be inadequate to completely or even 

partially cover a loss of revenues, an increase in operating and maintenance expenses and/or a 

replacement or rehabilitation.  A Fund may not be able to obtain insurance against certain losses 

of a catastrophic nature, such as those caused by wars, earthquakes, terrorist attacks or other 

similar events, as such events may be either uninsurable or insurable at such high rates as to 

materially and adversely impact the Fund’s profitability. 

Material Non-Public Information.  As a result of the operations of New State and its affiliates, 

as well as in connection with officerships and directorships of New State’s personnel, New State 

comes into possession of confidential or material, non-public information.  Therefore, New State 

and its affiliates may have access to material, non-public information that may be relevant to an 

investment decision to be made by a Fund.  Consequently, the Fund may be restricted from 

initiating a transaction or selling an investment which, if such information had not been known 

to it, may have been undertaken on account of applicable securities laws or New State’s internal 

policies.  Due to these restrictions, a Fund may not be able to make an investment that it otherwise 

might have made or sell an investment that it otherwise might have sold. 

Cybersecurity Risks.  Recent events have illustrated the ongoing cybersecurity risks to which 

operating companies are subject.  The Funds and their its portfolio companies’ information and 

technology systems may be vulnerable to damage or interruption from computer viruses, network 

failures, computer and telecommunication failures, infiltration by unauthorized persons and 
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security breaches, usage errors by their respective professionals, power outages and catastrophic 

events such as fires, tornadoes, floods, hurricanes and earthquake.  Although New State intends 

to implement various measures to manage risks relating to these types of events, if these systems 

are compromised, become inoperable for extended periods of time or cease to function properly, 

New State, the Funds and/or a portfolio company may incur significant time or expense to fix or 

replace them and to seek to remedy the effects of such issues.  The failure of these systems and/or 

of disaster recovery plans for any reason could cause significant interruptions in New State’s, a 

Fund’s and/or a portfolio company’s operations and result in a failure to maintain the security, 

confidentiality or privacy of sensitive data, including personal information relating to investors 

(and the beneficial owners of investors).  Such a failure could harm New State’s, a Fund’s and/or 

a portfolio company’s reputation, subject any such entity and its respective affiliates to legal 

claims and/or regulatory actions or otherwise adversely affect their business and financial 

performance.  To the extent that a portfolio company is subject to cyber-attack or other 

unauthorized access is gained to a portfolio company’s systems, such portfolio company may be 

subject to substantial losses in the form of stolen, lost or corrupted (i) customer data or payment 

information; (ii) customer or portfolio company financial information; (iii) portfolio company 

software, contact lists or other databases; (iv) portfolio company proprietary information or trade 

secrets; or (v) other items.  In certain events, a portfolio company’s failure or deemed failure to 

address and mitigate cybersecurity risks may be the subject of civil litigation or regulatory or 

other action.  Any of such circumstances could subject a portfolio company, or the Fund, to 

substantial losses.  In addition, in the event that such a cyber-attack or other unauthorized access 

is directed at New State or one of its affiliates or service providers holding its financial or investor 

data, New State, its affiliates or the Funds may also be at risk of loss. 

The information contained in this Brochure cannot disclose every potential risk associated with an 

investment strategy, or all of the risks applicable to New State or a particular security or investment.  

Investors should carefully read the Offering Documents before making an investment in a Fund. 

Item 9 - Disciplinary Information 

Registered investment advisers are required to provide information about any legal or disciplinary 

events that would be material to your evaluation of New State or the integrity of its management.   

New State has no reportable disciplinary events. 
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Item 10 - Other Financial Industry Activities and Affiliations 

New State manages the Funds and its affiliates act as general partner or sponsor of the Funds.  New 

State does not believe that these relationships create any material conflicts of interest with the 

Funds. 

Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal 

Trading 

Code of Ethics and Personal Trading 

New State has adopted a Code of Ethics for all supervised persons that describes, among other 

things, New State’s standard of business conduct and fiduciary duty to its clients.  The Code of 

Ethics includes provisions relating to a prohibition on insider trading and personal securities trading 

procedures and reporting requirements, among other things.  All supervised persons at New State 

must acknowledge the terms of the Code of Ethics annually and at any time the Code of Ethics is 

materially amended. 

Subject to the Code of Ethics and applicable law, officers, directors and employees of New State 

and its affiliates may trade for their own accounts in securities which are recommended to and/or 

purchased for the Funds.  The Code of Ethics seeks to assure that the personal securities 

transactions, activities and interests of the employees of New State will not interfere with (i) making 

decisions in the best interest of the Funds and (ii) implementing such decisions while, at the same 

time, allowing employees to invest for their own accounts.  

In addition, the Code of Ethics requires pre-clearance of certain transactions, and may restrict 

trading in certain circumstances.  Nonetheless, because the Code of Ethics in some circumstances 

would permit employees to invest in the same securities as the Funds, there is a possibility that 

employees might benefit from market activity by a Fund in a security held by an employee.  

Employee trading is monitored to detect and prevent conflicts of interest between New State and 

the Funds. 

New State’s clients or prospective clients may request a copy of the firm’s Code of Ethics by 

contacting acipriani@newstatecp.com. 

Principals, officers and employees of New State and its related persons and affiliates are or may be 

investors in its private equity funds. As such, it is possible that New State could cause a Fund to 

buy or sell securities in which New State or one of its related persons has a financial interest. For 

example, New State could recommend that a Fund invest in a portfolio company in which another 

Fund previously invested. Because New State will have a nominal ownership interest in both Funds, 

New State could have a potential conflict of interest in making such a recommendation. New State 

addresses this through disclosure to Clients and Fund investors. As New State typically will only 

invest in portfolio companies through fund vehicles, any New State employee will receive the same 

price as other investors in the Fund. 

At times, New State will allocate a portion of a portfolio company investment that it makes for a 

private equity fund to co-investors. New State and the relevant co-investor will determine the terms 

under which such co-investments are offered, unless otherwise provided for in the respective 

Fund’s governing documents. The general partner of the Funds are permitted to receive a carried 
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interest or management fee in respect of such co-investment opportunities. Further, New State has 

historically and will in the future create separate vehicles for its principals, officers and employees, 

any of their respective friends or family members, or employees of New State or certain of its 

affiliates to invest alongside an existing private equity fund. These vehicles may have terms that 

are different than those of the private equity fund that they invest alongside of.  New State has 

historically and will continue to disclose to investors in its Funds the terms under which these 

separate vehicles exist. 

Item 12 - Brokerage Practices  

Selection of Broker-Dealers  

New State’s private equity funds invest in privately-offered portfolio company securities and do 

not use broker-dealers to execute trades on their behalf. New State does not receive research or 

other soft dollar benefits. New State does not receive investor referrals from broker-dealers. 

However, from time to time, New State may enter into arrangements with certain broker-dealers 

related to deal-sourcing. Such broker-dealers are compensated in varying ways, including without 

limitation by payment of a fixed fee or a percentage of the consummated investment. Such 

arrangements do not present a conflict of interest for New State in selecting broker-dealers because 

New State does not regularly execute trades with broker-dealers. New State does not have any 

directed brokerage arrangements.  

Item 13 - Review of Accounts 

Fund portfolios are reviewed by New State no less frequently than quarterly.  Criteria in a portfolio 

review includes, but is not limited to, investment performance, market fluctuations, significant 

events, and Fund investment objectives.  New State may conduct more frequent reviews as the 

result of a triggering event (i.e., market adjustment). Investors receive, at a minimum, written 

reports containing asset values and performance information, in accordance with each Fund’s 

Offering Documents.   

Item 14 - Client Referrals and Other Compensation 

New State does not receive any economic benefit, including sales awards or prizes, from any third 

party for providing advisory services to the Funds. 

New State entered into agreements with third-party placement agents and pays compensation to the 

placement agents for referring investors to the Funds. The placement agents receive a percentage 

of the capital commitments that depends upon specific circumstances and restrictions.   

Item 15 - Custody 

New State does not have physical custody of Client accounts but may be deemed to have custody 

by virtue of its related persons serving as general partner of the Funds.  New State maintains 

custody of assets held in the name of one or more Funds with the following qualified custodians: 

Pacific Western Bank, 406 Blackwell St Ste 240, Durham, NC, 27701 and JP Morgan Private Bank, 

270 Park Ave 31st Floor, New York, NY 10017. New State will comply with the custody rule by 

obtaining an annual audit of a Fund and distributing the audited financial statements to investors 

within 120 days of the end of the Fund’s fiscal year.     



 

 20 

Item 16 - Investment Discretion 

New State manages each of the Funds on a discretionary basis. Discretionary authority allows New 

State to select the identity, amount, time, and price at which securities are to be purchased and sold 

for the Funds.  New State is authorized to exercise discretion by the applicable Offering Documents 

of each Fund.  

Item 17 - Voting Client Securities 

As the Funds’ investments consist only of private transactions in portfolio companies, this item is 

not applicable. 

Item 18 - Financial Information 

Registered investment advisers are required in this Item to provide certain financial information or 

disclosures about their financial condition.  New State has no financial commitment that impairs 

its ability to meet contractual and fiduciary commitments to Clients and has not been the subject of 

a bankruptcy proceeding. 


