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

practices of Princeton Equity Advisors, LP (the “Adviser”).  If you have any questions about the 

contents of this brochure, please contact us at (609) 454-5700.  The information in this brochure 

has not been approved or verified by the United States Securities and Exchange Commission (the 

“SEC”) or by any state securities authority.  The information provided herein is current as of the 

date of this Brochure. 

 

The Adviser is a registered investment adviser.  Registration of an investment adviser does not 

imply a certain level of skill or training. 

 

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

www.adviserinfo.sec.gov. 
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Item 2 - Material Changes 

 

The Adviser filed its initial application to register as an investment adviser with the SEC on June 

29, 2021.  Accordingly, pursuant to disclosure rules under the Advisers Act, this is the first 

Brochure compiled by the Adviser to provide new and prospective advisory clients and investors 

with clearly written, meaningful, current disclosure of its business practices, conflicts of interest, 

and the background of its advisory personnel.  All recipients of this Brochure are encouraged to 

read it carefully in its entirety. 

 

In the future, this section of the Brochure will identify, address, and discuss only the material 

changes since the last delivery or posting of this Brochure on the SEC’s public disclosure website 

(IAPD) to assist and make clients and investors aware of certain information that has changed since 

the prior year’s Brochure. 

 

The Adviser will further provide clients and investors with a new Brochure as necessary based on 

changes or new information, at any time, without charge. 

 

Currently, the Brochure may be requested by contacting Austin Cade, the Adviser’s Chief 

Compliance Officer at (214) 393-9030. 
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Item 4 - Advisory Business 

 

A.  The Adviser, an investment advisory firm organized as a Delaware limited partnership and located 

in Princeton, New Jersey, and Dallas, Texas.  Princeton Equity Group, LLC, a Delaware limited 

liability company (“Princeton Equity Group”), is the sole general partner of the Adviser.  The co-

founders and owners of Princeton Equity Group, Doug Kennealey and Jim Waskovich (the 

“Principals”), are highly experienced franchise and multi-unit investors that have spent much of 

their careers focused on investing in the lower middle-market franchise/multi-unit space. 

 

B.  The Adviser provides investment advisory services only to pooled investment vehicles operating 

as private funds for sophisticated, qualified investors, including high net worth individuals, 

retirement plans, trusts, partnerships, corporations, or other businesses (each, the “Fund” or 

“Client” and, collectively, the “Funds” or “Clients”).  The Funds seek to invest primarily in control 

buyouts and recapitalizations of growth-oriented and founder/family-owned franchisors and multi-

unit companies.  The governing documents of each Fund may also provide for the establishment of 

parallel, co-investment or other alternative investment vehicles in certain circumstances (each a 

“Co-Investment Vehicle”).  Fund investors may participate in such vehicles for the purposes of 

certain investments, and if formed, such vehicles would also become Clients of the Adviser. 

 

Princeton Equity Partners GP I, L LP, a Delaware limited partnership, is the sole general partner of 

the Funds (the “General Partner”) and may enter into side letters or other similar agreements with 

certain investors that have the effect of establishing rights under, supplementing or altering a 

Client’s limited partnership agreement or an investor’s subscription agreement.  Such rights or 

alterations could be regarding economic terms, fee structures, excuse rights, information rights, 

investment limitations, co-investment rights (including the provision of stated co-invest 

opportunities or priority allocation rights to, for example, investors who have capital commitments 

in excess of certain thresholds to one or more Clients), or transfer rights, among others.  For the 

most part, any rights established, or any terms altered or supplemented will govern only the 

investment of the specific investor and not the terms of a Fund as whole.  Certain such additional 

rights but not all rights, terms or conditions may be elected by certain sizeable investors with “most 

favored nations” rights pursuant to a Fund’s limited partnership agreement. 

 

C.  While each of its Clients generally follows the strategy stated above, the Adviser may tailor the 

specific advisory services with respect to each Client based on the particular investment objectives 

and strategies described in the applicable Client’s confidential offering memorandum, if any, and 

governing documents, including Client’s limited partnership agreement, or the investment 

management agreement (referred to collectively as “Governing Documents”). 

 

All discussion of the Clients in this Brochure, including but not limited to their investments, 

the strategies used in managing the Clients, and conflicts of interest faced by the Adviser in 

connection with the management of the Clients are qualified in their entirety by reference to 

each Client’s respective Governing Documents. 

 

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

 

E.  As of December 31, 2021, the Adviser manages $410,420,805 on discretionary basis and $0 on 

non-discretionary basis. 
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Item 5 - Fees and Compensation 

 

A.  Below is a discussion of how the Adviser is compensated in connection with providing advisory 

services to its Clients.  The Adviser may enter into different fee arrangements on a client-by-client 

basis.  It is critical that all investors refer to the applicable Client’s Governing Documents for a 

complete understanding of how the Adviser and its affiliates are compensated for advisory services.  

The Funds generally invest on a long-term basis. Accordingly, investment advisory and other fees 

are expected to be paid, except as otherwise described in the Governing Documents, over the term 

of the relevant Fund, and investors generally are not permitted to withdraw or redeem interests in 

the Funds except for rare circumstances described in the Governing Documents or in an investor’s 

side letter.  The information contained herein is a summary only and is qualified in its entirety by 

each applicable Client’s Governing Documents. 

 

Management Fee.  Each Fund pays management fees to the Adviser or its affiliate in accordance 

with such Fund’s limited partnership agreement .  During each Fund’s commitment period, the 

Management Fee is typically 2% per annum of the aggregate commitments of each investor.  Upon 

the earlier of (i) the end of a Fund’s commitment period, or (ii) the date when a successor fund 

commences payment of management fees, the Management Fee is typically 2% per annum of each 

investor’s funded capital contributions which are used to make investments that have not been sold, 

disposed of, distributed by such Fund, or permanently written off . 

 

The Management Fee is payable by a Fund to the General Partner quarterly and in advance, as 

described in each Fund’s respective Governing Documents.  The Management Fee will be 

appropriately prorated for any period that is less than a full calendar quarter. In addition, the 

General Partner may elect to reduce a portion of the Management Fee in accordance with a formula 

specified in the Governing Documents in exchange for a reduction in the General Partner’s cash 

capital contribution obligation and/or a corresponding interest in Fund profits. 

 

Carried Interest.  As more fully described in the Governing Documents (i) the General Partner may 

be eligible to receive an incentive or performance allocation from each Fund based on a percentage 

of investment proceeds on distributions (the “Carried Interest”) subject to a preferred return at the 

rate of 8% per annum, compounded annually, (ii) distributions are split between each Fund’s 

investors and the General Partner as set forth in such Fund’s Governing Documents, and (iii) carried 

interest distributed to the General Partner is subject to a potential clawback upon completion of 

winding up and final liquidation of each Fund, if the General Partner has received excess 

cumulative distributions. 

 

Additional Fees.  The General Partner or its affiliates may receive certain fees in respect of actual 

or prospective portfolio companies; provided, that the Management Fee will be reduced by an 

amount equal to at least 80% of such fees (after expenses).  Such fees may include specified closing 

fees, investment banking fees, management fees, placement fees, commitment fees, breakup fees, 

litigation proceeds from transactions not consummated, monitoring fees, consulting fees, 

origination fees, directors’ fees and other similar fees received from any actual or prospective 

portfolio company (collectively, “Transaction Fees”). 

 

The compensation described above is the Adviser’s typical compensation.  However, Management 

Fee and Carried Interest rates may be negotiable.  The Adviser has the right to enter into agreements 

with one or more Fund investors to waive or modify certain terms of the offering of interests in the 

Funds, or certain rights and obligations of the Fund investors, including compensation, otherwise 

applicable to such interest(s), in each case without notice to the other investors in the Funds. 
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With respect to co-investment vehicles, any fees received by the Adviser are generally negotiated 

on a vehicle-by-vehicle basis, but may include commitment-based fees, performance-based fees or 

allocations, expense reimbursements or other administrative fees similar to those described below 

relating to each Fund.  Any such management or administrative fees received by the Adviser 

relating to a co-investment vehicle do not offset the management fees paid to the Adviser by each 

Fund. 

 

Lower fees for comparable services may be available from other sources. 

 

B.  The Adviser neither deducts fees from a Fund’s assets nor bills a Fund directly.  Management Fees 

are payable by the Funds to the Adviser or its affiliate and Carried Interest is distributed by the 

Funds to the General Partner, in each case on the terms provided for in the Funds’ Governing 

Documents.  The Management Fee will be paid out of current income and investment proceeds of 

the Funds and/or, in the General Partner’s discretion, from drawdowns that will reduce investors’ 

unfunded commitments. 

 

C.  Organizational Expenses.  The Funds will reimburse the General Partner for the organizational and 

startup expenses (as further set forth in the Governing Documents) for the Funds, the General 

Partner, and their affiliates, including travel, printing, legal, capital raising, accounting, regulatory 

compliance, any administrative or other filings, and other organizational expenses (“Organizational 

Expenses”).  The General Partner will bear the cost (through an offset against the Management Fee 

or otherwise) of all such Organizational Expenses in excess of $1,250,000, if any, and to the extent 

permitted by applicable law, any placement fees paid by the Funds to any placement agent 

(“Placement Fees”) in connection with the formation of the Funds. 

 

D.  Fund Expenses. The Fund Expenses that are borne by each Fund are outlined in the applicable 

Governing Documents. In general, each Fund will pay, or reimburse the General Partner for, all 

other fees, costs, expenses, liabilities and obligations relating to such Fund and/or its activities, 

business, portfolio companies or actual or potential investments (to the extent not borne or 

reimbursed by a portfolio company or potential portfolio company), including all fees, costs, 

expenses, liabilities and obligations relating or attributable to: (i) activities with respect to the 

identifying, sourcing,  structuring, organizing, negotiating, acquiring, consummating, financing, 

bidding on, refinancing, diligencing (including any expenses of any periodicals, databases or 

research services, and any custom-built, proprietary technology platform utilized by the Adviser 

(“FusionPoint™”) to assist with sourcing, identification, research, due diligence, and/or value 

creation), owning, hedging, holding, managing, monitoring, operating, valuing, trading,   

dissolving, winding up, liquidating, restructuring, taking public or private, selling, or otherwise 

disposing of, as applicable, such Fund’s portfolio companies and its actual and potential 

investments (including follow-on investments) or seeking to do any of the foregoing (including any 

associated legal, financing, commitment, transaction or other fees and expenses payable to 

attorneys, accountants, investment bankers, lenders, third-party diligence software and service 

providers, consultants and similar professionals in connection therewith and any fees and expenses 

related to transactions that may have been offered to co-investors), whether or not any contemplated 

transaction or project is consummated and whether or not such activities are successful; 

(ii) indebtedness of, or guarantees made by, the Funds, the Adviser, the General Partner or any 

Affiliated Partner as defined in the Governing Documents on behalf of the Funds (including any 

credit facility, letter of credit or similar credit support), including interest with respect thereto, or 

seeking to put in place any such indebtedness or guarantee;(iii) broker, dealer, finder, underwriting 

(including both commissions and discounts), loan administration, private placement fees, sales 

commissions, investment banker, finder and similar services; (iv) brokerage, sale, custodial, 
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depository, trustee, record keeping, account and similar services; (v) legal, accounting, research, 

auditing, administration (including fees and expenses associated with such Fund’s third-party 

administrator and administration or reporting software, if any), information, appraisal, advisory, 

valuation (including third-party valuations, appraisals or pricing services), consulting (including 

consulting and retainer fees and other compensation paid to consultants performing investment 

initiatives and other similar consultants), tax and other professional services; (vi) reverse breakup, 

termination and other similar fees; (vii) financing, commitment, origination and similar fees and 

expenses; (viii) insurance (including directors and officers liability, fidelity bond, management 

liability, cybersecurity, errors and omissions liability, crime coverage and general partnership 

liability premiums and other insurance and regulatory expenses) and any consultants or other 

advisors utilized in the procurement, review and analysis of insurance policies; (ix) filing, title, 

transfer, registration and other similar fees and expenses; (x) printing, communications, marketing 

and publicity; (xi) the preparation, distribution or filing of Fund-related or investment-related 

financial statements or other reports, tax returns, tax estimates, Schedule K-1s, or any other 

administrative, compliance or regulatory filings or reports, or other information, including fees and 

costs of any third-party service providers and professionals related to the foregoing; (xii) 

compliance with any financial account reporting regime, including the FATCA, the OECD 

Standard for Automatic Exchange of Financial Account Information - Common Reporting 

Standard and any similar laws, rules, regulations, and any fees, costs, expenses of any third-party 

service providers and professionals related to the foregoing; (xiii) an allocable portion of any 

expenses associated with developing, licensing, implementing, maintaining or upgrading any web 

portal, extranet tools, computer software or other administrative or reporting tools (including 

subscription-based services and FusionPoint™) for the benefit of such Fund or the limited partners; 

(xiv) any activities with respect to protecting the confidential or non-public nature of any 

information or data; (xv) to the extent provided in the Governing Documents, or otherwise 

approved by the General Partner in its sole discretion, activities or proceedings of the advisory 

committee (including costs and expenses incurred by representatives of the General Partner, the 

advisory committee members, permitted observers and other persons in attending or otherwise 

participating in meetings of the advisory committee); (xvi) indemnification (including any fees, 

costs and expenses incurred in connection with indemnifying any partner or other person pursuant 

to the Governing Documents and advancing fees, costs and expenses incurred by any such person 

in defense or settlement of any claim that may be subject to a right of indemnification pursuant to 

the Governing Documents), except as otherwise set forth in the Governing Documents; (xvii) 

actual, threatened or otherwise anticipated litigation, mediation, arbitration or other dispute 

resolution process, including any judgment, other award or settlement entered into in connection 

therewith; (xviii) Management Fees; (xix) any taxes, fees and other governmental charges levied 

against such Fund and all expenses incurred in connection with any tax audit, inquiry, investigation 

settlement or review of such Fund including compliance with the FATCA (except to the extent that 

such Fund is reimbursed or such tax, fee or charge is treated as having been distributed) and any 

costs and expenses of or related to the “partnership representative” of the Partnership; (xx) any 

annual or periodic, if any, meetings of the limited partners and any other conference or meeting 

with any limited partner(s); (xxi) except as otherwise determined by the General Partner in its sole 

discretion, any fee, cost, expense, liability or obligation relating to any alternative investment 

vehicle or its activities, business, portfolio companies or actual or potential investments (to the 

extent not borne or reimbursed by a portfolio company of such alternative investment vehicle) that 

would be a Fund Expense or Organizational Expense if it were incurred in connection with such 

Fund, and any expenses incurred in connection with the formation, management, operation, 

termination, winding up and dissolution of any feeder vehicles related to such Fund to the extent 

not paid by the investors investing in such entities and any other costs and expenses related to any 

structuring or restructuring of any entity affiliated with such Fund; (xxii) the termination, 

liquidation, winding up or dissolution of such Fund and any entities owned directly or indirectly 
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by such Fund; (xxiii) defaults by partners in the payment of any capital contributions; (xxiv) 

amendments to, and waivers, consents or approvals pursuant to, the constituent documents of such 

Fund, the General Partner and related entities and any alternative investment vehicle of such Fund, 

including the preparation, distribution and implementation thereof; (xxv) complying with any law 

or regulation related to the activities of such Fund (including regulatory expenses of the General 

Partner incurred in connection with the operation of such Fund and legal fees and expenses); (xvi) 

unreimbursed costs and expenses incurred in connection with any transfer or proposed transfer of 

an interest by a limited partner; (xvii) distributions to the partners and other expenses associated 

with the acquisition, holding and disposition of such Fund’s investments, including extraordinary 

expenses; (xxviii) unreimbursed expenses and unpaid fees of the Industry Advisors (defined 

below); (xxix) any travel, lodging or meals relating to any of the foregoing, including in connection 

with consummated and unconsummated investment and disposition opportunities; (xxx) 

compliance or regulatory matters related to such Fund, except as set forth in the Governing 

Documents, including compliance with this Agreement and/or drafting and negotiating any side 

letter or other similar agreements with certain Limited Partners and costs and expenses incurred in 

connection with the most-favored-nations process; (xxxi) any Organizational Expenses; (xxxii) any 

Placement Fees; (xxxiii) any fees, costs, expenses, liabilities and obligations relating to prospective 

transactions not consummated by such Fund or any co-investment vehicle in connection with their 

proposed investment in such transactions; (xxxiv) any other fees, costs, expenses, liabilities or 

obligations approved by the advisory committee, any litigation or governmental inquiry, 

investigation or proceeding involving such Fund, including the amount of any judgments, 

settlements or fines paid in connection therewith, except as set forth in the Governing Documents; 

(xxiv) any third-party experts, including independent appraisers, engaged by the General Partner 

in connection with such Fund considering, making or holding an investment; (xxvi) any taxes, fees 

and other governmental charges, and expenses incurred in connection with, such Fund and any tax 

audit, investigation settlement or review thereof; (xxvii) ; (xxx) all costs and expenses associated 

with operating a feeder fund which invests all or substantially all of its assets in such Fund, 

including all expenses associated with its management, operation, winding-up, liquidating and 

dissolution and with preparing and distributing such feeder fund’s financial statements, tax returns 

and feeder fund limited partner reports, but not including any income based or similar taxes, fees 

or other governmental charges levied against such feeder fund; and (xxxi) board (collectively, 

“Fund Expenses”). 

 

D.  The Adviser collects Management Fee quarterly and in advance.  The Management Fee obligation 

of the Funds, and its investors, may only be terminated or modified as provided by the Funds’ 

Governing Documents.  The Management Fee is calculated on an annual basis and is pro-rated for 

partial periods.  In addition, Carried Interest allocations may be subject to clawback obligations as 

described in the applicable Governing Documents. 

 

E.  The Principals or other Adviser employees generally receive salaries and other compensation 

derived from, and in certain cases including a portion of the Management Fee or other 

compensation received by the Adviser or its affiliates. In addition, certain third parties, including 

senior and strategic advisors and other non-investment professionals as well as Persons primarily 

responsible for the development, administration, and maintenance of FusionPoint™ (collectively, 

“Industry Advisors”), have been retained by the Adviser, the General Partner, one or more portfolio 

companies, or their affiliates or successors, to provide services to the Funds, alternative investment 

vehicles, and/or their respective portfolio companies, and/or to support the Adviser, the General 

Partner, and/or their respective investment professionals in connection with investment activities 

on behalf of the Funds and/or such alternative investment vehicles, as applicable.  Other than as 

described above, neither the Adviser nor any of its supervised persons receive any compensation 

from the sale of securities or other investment products. 
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Item 6 - Performance-Based Fees and Side-By-Side Management 

 

As stated in Item 5 above, the General Partner is entitled to receive performance-based fees or 

allocations from the Clients, including carried interest allocation on investment proceeds.  These 

payments, to the extent received, are subject to Section 205(a)(1) of the Investment Advisers Act of 

1940, as amended (the “Advisers Act”), in accordance with the available exemptions thereunder, 

including the exemption set forth in Rule 205-3. 

 

Performance-based fees, in general, may create an incentive for an adviser or its supervised persons to 

make investments that are riskier and more speculative than would be the case in the absence of a 

performance-based fee.  Such fee arrangements may also create an incentive to favor higher fee-paying 

clients over other clients in the allocation of investment opportunities.  The terms of the performance-

based fees may also give the general partners or managers of the Clients an incentive to make decisions 

regarding the timing and structure of realization transactions that may not be in the best interests of 

investors. 

 

To address these conflicts of interest, the Adviser has adopted an investment allocation policy and 

implemented additional policies and procedures to ensure that all Clients receive equitable and fair 

treatment over time with respect to the allocation of investment opportunities.  Additionally, the 

Adviser manages each Client in accordance with the investment strategy disclosed in such Client’s 

Governing Documents to help ensure that investors are aware of the investment strategy and the risks 

associated with the strategy. 
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Item 7 - Types of Clients 

  

As described in Item 4, the Adviser provides investment advisory services to private funds that are 

exempt from registration under the Investment Company Act of 1940, as amended.  The offering of 

interests to investors in the Funds are not registered under the Securities Act of 1933, as amended (the 

“Securities Act”), or the securities laws of any U.S. state or any other jurisdiction.  The offering of the 

Funds’ interests is made to U.S. persons in accordance with Regulation D promulgated under the 

Securities Act by the SEC and to non-U.S. persons in accordance with Regulation S promulgated under 

the Securities Act by the SEC. 

 

Generally, each Fund requires a minimum commitment of $5 million, but such amount may be waived 

by the General Partner, subject to applicable legal requirements. 
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Item 8 - Methods of Analysis, Investment Strategies, and Risk of Loss 

 

A.  The Adviser is focused on investing in the lower middle-market franchise/multi-unit space and 

targets North American investment opportunities. 

 

The Adviser is led by its general partner, Princeton Equity Group, which was co-founded by the 

Principals.  The Principals collectively bring over 40 years of relevant private equity and transaction 

experience to the Adviser and are supported by a growing team of professionals with significant 

experience in private equity, investment banking, and operations.  

 

The Principals have spent much of their careers focused on investing in the lower middle-market 

franchise/multi-unit space. The Funds seek to invest primarily in control buyouts and 

recapitalizations of growth-oriented and founder/family-owned franchisors and multi-unit 

companies.   

 

The Adviser believes that its specialized sector knowledge in franchising and multi-unit can create 

an information edge on both the sourcing and management of investments given the idiosyncratic 

operating, relational (franchisor-franchisee), marketing, legal, regulatory, development (i.e., 

franchisee recruiting, screening, and onboarding), site selection, and technology aspects of these 

businesses.  The Adviser has assembled a highly experienced cadre of franchise and multi-unit 

executives across industries and functional areas. 

 

The Adviser will focus its sourcing efforts on proprietary and boutique sell-side advisor channels.  

The Adviser believes that this continuation of its successful sourcing strategy will be greatly 

enhanced by FusionPoint™, its proprietary technology platform. 

 

Investing in securities involves risk of loss that all Clients and their investors should be 

prepared to bear. 

 

B.  Clients and potential investors should be aware that investing in securities involves a high degree 

of risk.  There can be no assurance that the Adviser’s investment objectives will be achieved or that 

an investor will receive a return of its capital.  In addition, there will be occasions when the Adviser 

and its affiliates may encounter potential conflicts of interest in connection with the Clients.  The 

following discussion does not purport to be a complete enumeration or explanation of the risks 

applicable to the Clients.  Clients and potential investors should read the applicable Governing 

Documents and should consult with their own legal, tax, and financial advisors before deciding 

whether or not to invest. 

 

Business Risks 

 

The Funds’ investment portfolio is 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. 
 

Franchise and Multi-Unit Business Growth 

 

One or more portfolio companies may adopt and utilize a franchise or multi-unit business model 

which relies substantially upon identifying target markets for new franchise unit development.  In 

developing new franchise units, each franchisor and its actual or prospective franchisees must take 

into account numerous factors such as the location of existing franchises, demographics, traffic 

patterns, and information gathered from local personnel.  Some of the challenges associated with 
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opening new franchises may include the: (i) availability of attractive financing, including loans 

guaranteed by the U.S. Small Business Administration; (ii) selection and availability of suitable 

franchise locations; (iii) competition for franchise sites; (iv) negotiation of acceptable lease and 

financing terms; (v) securing required governmental permits and approvals, including zoning 

approvals; (vi) expansion into new markets, consumer tastes in new markets, and acceptance of 

products; (vi) employment and training of and wage rates for qualified personnel in local markets; 

(vii) impact of inclement weather, natural disasters, and other acts of nature; (viii) unanticipated 

cost increases, including construction costs, development costs, supply costs, and advertising costs; 

and (ix) the general legal and regulatory landscape in which the franchisor and any franchisee 

operates. 

 

Operating Risks Associated with Franchise and Multi-Unit Businesses 

 

The success of a franchisor or multi-unit business operator often depends in significant part on the 

future performance of each existing and new franchisee, their adherence to franchise operation 

guidelines, participation in training opportunities and marketing initiatives, adherence to quality 

and consistency standards, payment of royalties or other fees on a timely basis, and/or periodic 

renewal of franchise agreements.  A franchisor’s financial performance and profitability could be 

materially adversely affected by a number of adverse factors including any: (a) inability to collect 

royalty payments from franchisees on a timely basis; (b) failure to identify, recruit and contract 

with a sufficient number of qualified franchisees or open new franchises; (c) franchisee’s 

termination or failure to renew its franchise agreement; (d) cybersecurity deficiencies; (e) 

misappropriation of confidential data; (f) adverse publicity; (g) inability to obtain adequate 

insurance; (h) bankruptcy or default by one or more existing franchisees; (i) litigation risk; (j) loss 

of executives or other key personnel; and (k) general economic and business conditions, including 

competition, changes in consumer spending, adoption of e-commerce technologies, supply chain 

disruption, labor shortages, increased costs, higher fuel and other energy prices, lower housing 

values, low consumer confidence, inflation, commodity price fluctuations, higher interest rates, 

higher levels of unemployment, higher consumer debt levels, higher tax rates, changes in tax laws, 

and other economic factors that may affect consumer spending. 

 

Regulation 

 

Certain industry segments in which the Funds intend to 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 the Funds intend 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 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, could have a material 

adverse effect on the operations and/or financial performance of the companies in which the Funds 

invest.  By way of example, the franchise and multi-unit business industry has been, and will likely 

continue to be, significantly impacted by recent legislative changes, and various U.S. federal, state 

or local or non-U.S. legislative proposals related to such industry are introduced from time to time, 

which, if adopted, could have a significant impact on such industry in general and/or on companies 

in which the Funds may invest. 

 

If one or more portfolio companies adopt or utilize a franchise model in the United States, portfolio 

companies will be required to comply with certain regulations adopted by the Federal Trade 

Commission (the “FTC”) and with several state and foreign laws that regulate the offer and sale of 

franchises.  The FTC’s Trade Regulation Rule on Franchising (“FTC Rule”) and certain state and 
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foreign laws may require that any such franchisor must: (i) furnish prospective franchisees with a 

franchise disclosure document containing information prescribed by the FTC Rule and applicable 

state and foreign laws and regulations; (ii) register their disclosure document in domestic and 

foreign jurisdictions that require registration for the sale of franchises; (iii) comply with the FTC 

Rule and various state and foreign disclosure requirements, as applicable; and (iv) comply with 

state and foreign laws that regulate substantive aspects of the franchisor-franchisee relationship.  

Such laws, rules and regulations may limit a franchisor’s ability to terminate or fail to renew a 

franchise without good cause, interfere with the right of free association among franchisees, 

disapprove the transfer of a franchise, discriminate among franchisees with regard to charges, 

royalties and other fees, and/or place new stores near existing franchises.  Applicable laws, rules 

and regulations intended to regulate certain aspects of franchise relationships may be introduced 

by federal, state and local governments in the future and could impair and reduce the profitability 

of any franchisor’s business. 
 

Franchisor Litigation Risk 

 

A franchisee’s business activities may subject it to litigation risks that could subject it to significant 

claims for money damages and other remedies and by increasing its litigation expense, including 

customer claims, personal-injury claims, environmental claims, employee allegations of improper 

termination and discrimination, claims related to violations of the Americans with Disabilities Act 

of 1990, religious freedom laws, the Fair Labor Standards Act, other employment-related laws, the 

Occupational Safety and Health Act, ERISA, advertising laws and intellectual property claims.  

Each of these claims may increase costs and limit the funds available to make royalty payments or 

execute new franchise agreements.  Litigation against a franchisee or its affiliates by third parties 

or regulatory agencies, whether in the ordinary course of business or otherwise, may also include 

claims against a franchisor by virtue of its relationship with the defendant-franchisee, whether 

under vicarious liability, “joint employer,” or other legal theories.  A franchisor and its franchisees 

could also become subject to class action or other lawsuits related to the above-described or 

different matters. 

 

In addition to decreasing the ability of a defendant-franchisees to make royalty payments in the 

event of such claims and diverting management and financial resources, adverse publicity resulting 

from such allegations may materially and adversely affect the franchisor and its brand, regardless 

of whether these allegations are valid or whether the franchisor or any franchisee is liable.  A 

substantial judgment against a franchisor or any of its subsidiaries or franchisees could materially 

and adversely affect its business and operating results. 

 

Concentration of Investments 

 

The Funds will participate in a limited number of investments and may seek to make several 

investments in one industry or one industry segment or within a short period of time.  As a result, 

the Funds’ investment portfolios could become highly concentrated, and the performance of a few 

holdings or of a particular industry may substantially affect its aggregate return.  Furthermore, to 

the extent that the capital raised is less than the targeted amount, the Funds may invest in fewer 

portfolio companies and thus be less diversified. 

 

Bridge Financing 

 

The Funds may 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 Governing Documents, in which case the investment would be treated as a permanent 
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investment of the Funds.  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. 

 
Unspecified Investments 

 

Limited Partners will be relying on the ability of the General Partner to locate and evaluate the 

investments to be made by the Funds using the proceeds of its offering.  The activity of identifying, 

structuring, completing and realizing private equity investments involves a high degree of 

uncertainty and is subject in some cases to the prevailing capital market, regulatory or political 

environment.  There can be no assurance that the General Partner will be able to identify, or the 

Funds will be able to complete, portfolio company investments that satisfy the Funds’ rate of return 

objectives or, if completed, realize such investments for fair or attractive values or that the Funds 

will be able fully to invest its committed capital. 

 
Lack of Sufficient Investment Opportunities 

 

The business of identifying, structuring and completing private equity transactions is highly 

competitive and involves a high degree of uncertainty.  It is possible that the Funds will never be 

fully invested if enough sufficiently attractive investments are not identified.  However, Fund 

investors will be required to bear Management Fees through the Funds during the investment period 

based on the entire amount of the Fund investors’ commitments and other expenses as set forth in 

the Governing Documents. 

 

Dynamic Investment Strategy 

 

While the General Partner generally intends to seek attractive returns for the Funds primarily 

through pursuing the investment strategy described in the Governing Documents, the General 

Partner may pursue additional investment strategies and may modify or depart from its initial 

investment strategy, investment process and investment techniques as it deems appropriate.  The 

General Partner may pursue investments outside of the industries and sectors in which the 

Principals have previously made investments or have internal operational experience. 

 

Illiquidity; Lack of Current Distributions 

 

An investment in the Funds should be viewed as an illiquid investment.  It is uncertain as to when 

profits, if any, will be realized.  Losses on unsuccessful investments may be realized before gains 

on successful investments are realized.  The return of capital and the realization of gains, if any, 

generally will occur only upon the partial or complete disposition of an investment.  While an 

investment may be sold at any time, it is generally expected that this will not occur for a number 

of years after the initial investment.  Before such time, there may be no current return on the 

investment.  Furthermore, the expenses of operating the Funds (including the Management Fee 

payable to the General Partner) may exceed its income, thereby requiring that the difference be 

paid from the Funds’ capital, including unfunded commitments.  

 

Leveraged Investments 

 

The Funds may make use of leverage by incurring or having a portfolio company incur debt to 

finance a portion of its investment in a given 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.  The cost and availability of leverage is highly 
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dependent on the state of the broader credit markets (and such credit markets may be impacted by 

regulatory restrictions and guidelines), and at times it may be difficult to obtain or maintain the 

desired degree of leverage.  The use of leverage also imposes restrictive financial and operating 

covenants on a 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 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.  Furthermore, should the credit markets be limited or costly at the time the Funds seek 

to sell all or a part of a portfolio company, the Funds 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, the Funds 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 the Funds’ ability to generate attractive investment returns for the Funds as 

a whole.  The Funds may also borrow money or guaranty indebtedness (such as a guaranty of a 

portfolio company’s debt) 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.  

The use of leverage by the Funds (including the use of any subscription line of credit) also will 

result in interest expense and other costs to the Funds that may not be covered by distributions 

made to the Funds or appreciation of their investments.  The Funds may incur leverage on a joint 

and several basis with one or more other investment funds and entities managed by the General 

Partner or any of its affiliates and may have a right of contribution, subrogation or reimbursement 

from or against such entities.  In addition, to the extent the Funds incur leverage (or provides such 

guaranties), such amounts may be secured by capital commitments made by the Funds’ investors 

and such investors’ contributions may be required to be made directly to the lenders instead of the 

Funds. 

 

For purposes of distributions by the Funds, investors would not receive a preferred return accrual 

on the amount invested by the Funds until such time as capital may be called from investors in 

respect of the investment.  The use of leverage by the Funds to make investments and/or to pay 

expenses also will result in interest expense and other costs to the Funds that may not be covered 

by Funds’ distributions or appreciation of Funds’ investments.  If an investment acquired with 

proceeds of such borrowing loses value, Fund investors may be subject to capital calls to fund that 

loss as Fund Expenses by repaying the credit facility, including related interest and expenses.  If an 

investment appreciates in value and is disposed of prior to repayment of the borrowing, the 

disposition proceeds would be applied to repay the borrowing (and related interest and expenses), 

and the net proceeds would be distributed to the Fund investors without a preferred return accrual 

on the amount invested by the Funds (due to the absence of invested capital funded by Fund 

investors) prior to the determination of carried interest distributions.  Accordingly, borrowings by 

the Funds may support the distribution of proceeds to Fund investors and increase the potential 

carried interest for the General Partner.  This conflict of interest may incentivize the General Partner 

to permanently fund the acquisition and ongoing capital needs of investments of the Funds with the 

proceeds of such borrowings in lieu of drawing down capital contributions on an as-needed basis, 

and, accordingly, capital contributions to repay such borrowings may be required only at the time 
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of the disposition of an investment (or never if principal and interest on such borrowings are repaid 

out of disposition proceeds). 

 

Subscription Lines 

 

Each Fund has entered into one or more credit facilities commonly known as “subscription lines.”  

Amounts borrowed under the credit facility are generally secured by pledges of the General 

Partner’s right to call capital from, and the right of each Fund to receive amounts funded by 

investors.  Fund-level borrowing subjects investors to certain risks and costs.  For example, because 

amounts borrowed under a subscription line typically are secured by pledges of the General 

Partner’s right to call capital from each Fund’s investors, such Fund’s investors may be obligated 

to contribute capital on an accelerated basis if such Fund fails to repay the amounts borrowed under 

a subscription line or experiences an event of default thereunder.  Moreover, any investor claim 

against each Fund would likely be subordinate to such Fund’s obligations to a subscription line’s 

creditors.  In certain cases, the credit facility could also be secured by other collateral, including 

such Fund’s investments. 

 

Limited Transferability of Fund Interests 

 

There will be no public market for interests in the Funds, and none is expected to develop.  There 

are substantial restrictions upon the transferability of Fund interests under the Governing 

Documents and applicable securities laws.  In general, withdrawals of Fund interests are not 

permitted.  In addition, Fund interests are not redeemable.  Fund investors may not be able to 

liquidate their investments prior to the end of the Funds’ term and must be prepared to bear the 

risks of an investment in the Funds for an extended period of time. 

 

Restricted Nature of Investment Positions 

 

Generally, there will be no readily available market for Fund investments, and hence, most of the 

Funds’ investments will be difficult to value.  Certain investments may be distributed in kind to the 

Fund investors, and it may be difficult to liquidate the securities received at a price or within a time 

period that is determined to be ideal by such Fund investors.  After a distribution of securities is 

made to the Fund investors, many investors may decide to liquidate such securities within a short 

period of time, which could have an adverse impact on the price of such securities.  The price at 

which such securities may be sold by such Fund investors may be lower than the value of such 

securities determined pursuant to the Governing Documents, including the value used to determine 

the amount of carried interest available to the General Partner with respect to such investment.  In 

addition, the direct holding of certain investments may subject the holder to suit or taxes in 

jurisdictions in which such investments are located. 

 

Reliance on the General Partner and Portfolio Company Management 

 

Control over the operation of the Funds will be vested with the General Partner, and the Funds’ 

future profitability will depend largely upon the business and investment acumen of the Principals.  

The loss or reduction of service of one or more of the Principals could have an adverse effect on 

the Funds’ ability to realize their investment objectives.  In addition, the Principals may in the 

future, manage other investment funds besides the Funds and the Principals may need to devote 

substantial amounts of their time to the investment activities of such other funds, which may pose 

conflicts of interest in the allocation of the time of the Principals.  Fund investors generally have 

no right or power to take part in the management of the Funds, and as a result, the investment 

performance of the Funds will depend on the actions of the General Partner.  In addition, certain 
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changes in the General Partner or circumstances relating to the General Partner may have an 

adverse effect on the Funds or one or more of their portfolio companies including potential 

acceleration of debt facilities. 

 

Although the General Partner will monitor the performance of each Fund investment, it will 

primarily be the responsibility of each portfolio company’s management team to operate such 

portfolio company on a day-to-day basis.  Although the Funds generally intend to invest in 

companies with strong management or recruit strong management to such companies, there can be 

no assurance that the management of such companies will be able or willing to successfully operate 

a company in accordance with the Funds’ objectives. 

 

Due Diligence of Portfolio Companies; Expedited Transactions 

 

Before making investments, the General Partner 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 the General Partner may rely on the advice received from such third parties.  

Investment analyses and decisions by the General Partner will often be undertaken on an expedited 

basis for the Funds to take advantage of investment opportunities and/or consummate investments.  

In such cases, the information available to the General Partner at the time of an investment decision 

may be limited, and the General Partner may not have access to relevant facts 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 result in an investment being successful or even ensure a return on 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 the Funds’ activities, including the ability of the 

Funds to effectively and timely address such regulations, implement operating improvements or 

otherwise execute their investment strategy or achieve their 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 recent downturn in the U.S. and global financial markets, may complicate or 

prevent the Funds’ 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, the Funds may 

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

than they otherwise would have. 

 

Need for Follow-On Investments 

 

Following their initial investment in a given portfolio company, the Funds may decide to provide 

additional funds to such portfolio company or may have the opportunity to increase their investment 

in a successful portfolio company (whether for opportunistic reasons, to fund the needs of the 
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business, as an equity cure under applicable debt documents or for other reasons).  There is no 

assurance that the Funds will make follow-on investments or that the Funds will have sufficient 

funds to make all or any of such investments.  Any decision by the Funds not to make follow-on 

investments or their inability to make such investments may have a substantial negative effect on 

a portfolio company in need of such an investment (including an event of default under applicable 

debt documents in the event an equity cure cannot be made).  Additionally, such failure to make 

such investments may result in a lost opportunity for the Funds to increase their participation in a 

successful portfolio company or the dilution of the Funds’ ownership in a portfolio company if a 

third party invests in such portfolio company. 

 

Recycling; Reinvestment 

 

The General Partner generally has the right to recall certain capital returned or distributed to the 

Fund investors.  Accordingly, during the term of the Funds, an investor may be required to make 

capital contributions in excess of its commitment (with certain limitations as provided in the 

Governing Documents), and to the extent such recalled or retained amounts are reinvested in 

investments, an investor will remain subject to investment and other risks associated with such 

investments. 

 

Fees and Expenses 

 

The Funds will pay and bear all expenses related to their operations, including Management Fees 

and the costs of holding, monitoring, maintaining and disposing of investments in portfolio 

companies, including investment banking fees and consulting fees, whether or not the Funds make 

any profits.  While it is difficult to predict the future expenses of the Funds, such expenses may be 

substantial and may surpass the Funds’ operating income.  The amount of Fund expenses will 

reduce the actual returns realized by Fund investors on their investment in the Funds (and may, in 

certain circumstances, reduce the amount of capital available to be deployed by the Funds for 

investments).  Fund expenses include recurring and regular items, as well as extraordinary expenses 

for which it may be hard to budget or forecast.  As a result, the amount of the Fund Expenses 

ultimately called or called at any one time may exceed expectations. 

 

Distressed Investments 

 

The Funds may 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.  

Investments in such companies involve a substantial degree of risk that is generally higher than the 

risk involved in investing in companies that are not in financial or operational distress.  Given the 

heightened difficulty of the financial analysis required to evaluate distressed companies, there can 

be no assurance that the General Partner will correctly evaluate the value of the assets of a distressed 

company securing its debt and other obligations or correctly project the prospects for the successful 

restructuring, recapitalization or liquidation of such company.  Therefore, in the event that a 

portfolio company does become involved in bankruptcy proceedings or a restructuring, 

recapitalization or liquidation is required, the Funds may lose some or all of their investment or 

may be required to accept illiquid securities with rights that are materially different than the original 

securities in which the Funds invested. 
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Non-controlling Investments 

 

The Funds may hold meaningful minority stakes in privately held companies and in some cases 

may have limited minority protection rights.  In addition, during the process of exiting investments, 

the Funds at times may hold minority equity stakes of any size such as might occur if portfolio 

companies are taken public.  As is the case with minority holdings in general, such minority stakes 

that the Funds may hold will have neither the control characteristics of majority stakes nor the 

valuation premiums accorded majority or controlling stakes.  Where the Funds hold a minority 

stake, it may be more difficult for the Funds to liquidate their interests than it would be had the 

Funds owned a controlling interest in such company.  Even if the Funds have contractual rights to 

seek liquidity of the Funds’ minority interests in such companies, it may be very difficult to sell 

such interests or seek a sale of such company upon terms acceptable to the Funds, especially in 

cases where the interests of the other investors in such company have different business and 

investment objectives and goals. 

 

General Tax Considerations 

 

An investment in the Funds involves complex U.S. and non-U.S. tax considerations that will differ 

for each investor depending on the investor’s particular circumstances.  The investment decisions 

of the Adviser and the General Partner will be based primarily upon economic, not tax, 

considerations and could result, from time to time, in adverse tax consequences to some or all Fund 

investors.  There can be no assurance that the structure of the Funds or of any investment will be 

tax-efficient for any particular investor.  Prospective investors are urged to consult their own tax 

advisors with reference to their specific tax situations. 

 

Tax Liability Considerations 

 

The Funds may take positions with respect to certain tax issues that depend on legal and other 

interpretive conclusions.  Should any such positions be successfully challenged by the U.S. Internal 

Revenue Service (the “IRS”), a Fund investor might be found to have a different tax liability for 

that year than that reported on its federal income tax return.  In addition, an audit of the Funds may 

result in an audit of the returns of some or all of the Fund investors, which examination could result 

in adjustments to the tax consequences initially reported by the Funds and affect items not related 

to an investor’s investment in the Funds.  If such adjustments result in an increase in taxable income 

for any year, the Funds or one or more of the Fund investors may also be liable for interest and 

penalties with respect to the amount of underpayment.  The legal and accounting costs incurred in 

connection with any audit of the Funds’ tax returns will be borne by the Funds.  The cost of any 

audit of an investor’s tax return will be borne solely by the investor.  The taxation of partnerships 

and partners is complex.  Prospective Fund investors are strongly urged to consult their own tax 

advisors regarding any investment in the Funds. 

 

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 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 
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on the economy generally and on the ability of the Funds and their 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 Funds and result in longer holding 

periods for investments.  Furthermore, such uncertainty or general economic downturn may have 

an adverse effect upon the Funds’ portfolio companies. 

 

Infectious or Contagious Diseases 

 

Outbreaks of contagious disease such as Ebola, H1N1, Zika, the coronavirus, severe acute 

respiratory syndrome (i.e., SARS) or other epidemic diseases have a negative effect on the 

economies, financial markets and business activities of many countries, including the United States.  

The extent and impact of any public health emergency on the operational and financial performance 

of the Funds’ investments will depend on many factors, including the duration and scope of such 

public health emergency, the impact of such public health emergency on overall supply and 

demand, goods and services, investor liquidity, consumer confidence and levels of economic 

activity and the extent of its disruption to important global, regional and local supply chains and 

economic markets, all of which are highly uncertain and cannot be predicted. 

 

Currently, there is an ongoing outbreak of a novel and highly contagious form of coronavirus, 

which the World Health Organization formally declared in March 2020 to constitute a global 

pandemic (“COVID-19”).  This outbreak 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-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, 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 the world — 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, 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. 
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General Economic and Market Conditions 

 

The state of 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 the 

General Partner.  Conditions such as financial market volatility, illiquidity and/or decline, a 

generally unstable economic environment (including as a result of a slowdown in economic growth 

and/or changes in interest rates or foreign exchange rates) and/or a deterioration in the capital 

markets are expected to (i) negatively impact the availability of attractive investment opportunities 

for the Funds, (ii) affect the Funds’ ability to make investments, (iii) increase the risks inherent in 

the Funds’ investments, and (iv) have a negative impact on the performance and/or valuation of the 

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

markets and by market events 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 Funds’ performance.  Volatility and illiquidity in the financial sector 

may have an adverse effect on the ability of the Funds to sell and/or partially dispose of their 

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

pay break-up, termination or other fees and expenses in the event the Funds are 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 Funds to dispose of investments at prices that the General 

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

economic events may also affect the Funds’ ability to raise funding to support their investment 

objective. 

 

Conflicts of Interest 

 

The significant investment in the Funds by the General Partner and its affiliates, as well as the 

General Partner’s carried interest, operate to align, to some extent, the interest of the General 

Partner with the interest of the Fund investors, although the Principals have or may have economic 

interests in such other investment funds and investments as well and receive management fees and 

carried interests relating to these interests.  Such other investment funds and investments that the 

Principals may control or manage may compete with the Funds or companies acquired by the 

Funds.  At such time as the General Partner is permitted to raise a successor fund, the Principals 

will continue to manage the Funds’ investments, but also likely will focus investment activities on 

other opportunities and areas unrelated to the Funds’ investments.  Certain investments may be 

allocated between the Funds and any successor or predecessor fund in a manner as set forth in the 

Governing Documents. 

 

Until such time as the General Partner is permitted under the Governing Documents to raise a 

successor fund, the Principals generally will pursue substantially all appropriate investment 

opportunities that meet the investment criteria of the Funds principally for the benefit of the Funds, 

subject to certain exceptions set forth in the Governing Documents.  However, the Principals 

currently, and may in the future, manage several other investment funds besides the Funds and 

investments similar to those in which the Funds will be investing and may direct certain relevant 

investment opportunities to those investment funds and investments.  Over time, certain investment 

opportunities suitable for the Funds are likely also to be suitable for other investment funds 

sponsored by the General Partner or its affiliates.  In determining which investment funds should 

participate in such investment opportunities, subject to the Governing Documents, the General 

Partner, the Principals and their affiliates are subject to potential conflicts of interest among the 
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investors in the Funds and investors in the other investment funds sponsored by the General Partner 

and the Principals.  To determine whether the Funds or other investment funds sponsored by the 

General Partner or its affiliates will participate in the relevant investment opportunity, the General 

Partner generally assesses whether an investment opportunity is appropriate for each relevant fund 

based on the terms of such fund’s Governing Documents, as well as factors including but not 

limited to: each fund’s investment restrictions and objectives (including those set forth in the 

relevant fund’s Governing Documents, where applicable), strategy, risk profile, time horizon, tax 

sensitivity, tolerance for turnover, asset composition, cash level (if any), applicable regulatory 

restrictions, life cycle and structure.  The Funds may invest together with other funds advised by 

an affiliated adviser of the General Partner in the manner set forth in the relevant Governing 

Documents.  The General Partner will determine the allocation of investment opportunities among 

funds in a manner that it believes is fair and equitable consistent with the General Partner’s 

obligations and may take into consideration factors such as those set forth above.  In the event that 

the available amount of an investment opportunity in which the Funds will invest exceed an amount 

appropriate for the Funds, such excess may also be offered to one or more potential investors. 

 

The General Partner’s allocation of investment opportunities among the Funds and any of the other 

investment funds sponsored by the General Partner may not always, and often will not, be 

proportional.  Therefore, such allocations may be more advantageous to the Funds relative to one 

or all of the other investment funds, or vice versa.  While the General Partner will allocate 

investment opportunities in a way that it believes is fair and equitable to the Funds, there can be no 

assurance that the Funds’ actual allocation of an investment opportunity, if any, or terms on which 

the allocation is made, will be as favorable as they would be if the conflicts of interest to which the 

General Partner may be subject did not exist. 

 

Additionally, conflicts of interest can arise if the Funds make an investment in a portfolio company 

in conjunction with an investment made by another investment fund sponsored by the General 

Partner or an affiliate.  For instance, the Funds may not invest through the same investment 

vehicles, have the same access to credit or employ the same hedging or investment strategies as 

such other investment fund.  This may result in differences in price, investment terms, leverage and 

associated costs between the Funds and any other investing fund sponsored by the General Partner 

or an affiliate.  There can be no assurance that the Funds and the other investing fund(s) will exit 

the investment at the same time or on the same terms, and there can be no assurance that the Funds’ 

return on such an investment will be the same as the returns achieved by any other investment fund 

participating in the transactions.  Given the nature of these conflicts, there can be no assurance that 

the resolution of these conflicts will be beneficial to the Funds. 

 

The General Partner may be faced with a variety of potential conflicts of interest when it determines 

allocations of various fees and expenses to the Funds.  The General Partner, in its sole discretion, 

will allocate fees and expenses in accordance with the Governing Documents and in a manner that 

it believes is fair and equitable to the Funds under the circumstances and considering such factors 

as it deems relevant.  The allocations of such expenses may not be proportional, and any such 

determinations involve inherent matters of discretion, e.g., in determining whether to allocate pro 

rata based on number of funds or co-investors receiving related benefits or proportionately in 

accordance with asset size. 

 

If the Funds make controlling investments in portfolio companies, the General Partner expects to 

have the right to appoint portfolio company board members (including current or former General 

Partner personnel or persons serving at their request), or to influence their appointment, and to 

determine or influence the determination of their compensation.  Additionally, from time to time, 

portfolio company board members approve compensation and other amounts payable to the 
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General Partner in connection with services provided by the General Partner and its affiliates to 

such portfolio company, and, except to the extent such amounts are subject to the Governing 

Documents’ offset provision, are in addition to the Management Fee or carried interest discussed 

herein.  The General Partner’s authority to appoint or influence the appointment of portfolio 

company board members who may be involved in approving compensation payable to the General 

Partner subjects the General Partner and any such portfolio company board appointees to potential 

conflicts of interest. 

 

Additionally, a portfolio company typically will reimburse the General Partner or service providers 

retained at the General Partner’s discretion for expenses (including, without limitation, travel 

expenses) incurred by the General Partner or such service providers in connection with the 

performance of services for such portfolio company.  This subjects the General Partner to conflicts 

of interest because the Funds generally do not have an interest or share in these reimbursements, 

and the amount of such reimbursements over time is expected to be substantial.  Subject to the 

Governing Documents and its internal reimbursement policies and practices, the General Partner 

determines the amount of these reimbursements for such services in its own discretion. 

 

The General Partner may also, from time to time, employ personnel with pre-existing ownership 

interests in or who were employed by portfolio companies owned by the Funds or other funds or 

investment vehicles advised by the General Partner; conversely, former personnel or executives of 

the General Partner may serve in significant management roles at portfolio companies or service 

providers recommended by the General Partner.  Similarly, the General Partner and/or its personnel 

maintain relationships with (or may invest in) financial institutions, service providers and other 

market participants, including managers of private funds, banks and brokers.  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, the General Partner, and/or the 

Funds, other funds or other investment vehicles the General Partner advises.  The General Partner 

may have a conflict of interest with the Funds in recommending the retention or continuation of a 

third-party service provider to the Funds or a portfolio company owned by the Funds 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 funds the General Partner advises, will provide the General 

Partner information about markets and industries in which the General Partner operates (or is 

contemplating operations), or will provide other services that are beneficial to the General Partner.  

The General Partner may have a conflict of interest in making such recommendations, in that the 

General Partner has an incentive to maintain goodwill between itself and the existing and 

prospective portfolio companies for the Funds and other funds and investment vehicles that the 

General Partner advises, while the products or services recommended may not necessarily be the 

best available to the portfolio companies held by the Funds. 

 

Over the life of the Funds, the General Partner generally expects to exercise its discretion to 

recommend to the Funds or to a portfolio company thereof that it contract for services with various 

service providers, potentially including, among others: (i) the General Partner (or an affiliate, which 

may include other portfolio companies of the Funds or other investment funds sponsored by the 

General Partner) and at rates determined or substantively influenced by the General Partner; (ii) an 

entity with which the General Partner or its affiliates or current or former members of their 

personnel has a relationship or from which such person derive a financial or other benefit; or (iii) 

a Fund investor (or an investor of another fund) or its affiliates.  This subjects the General Partner 

to potential conflicts of interest, because although it intends to select service providers that it 

believes are aligned with its operational strategies and that will enhance portfolio company 

performance, the General Partner may have an incentive to recommend the related or other person 

because of its financial or business interest.  Additionally, there is a possibility that the General 
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Partner, because of such incentive or for other reasons (including whether the use of such persons 

could establish, recognize, strengthen or cultivate relationships that have the potential to provide 

longer-term benefits to the General Partner, the Funds or other investment funds sponsored by the 

General Partner or its affiliates), may favor such retention or continuation even if a better price 

and/or quality of service provider could be obtained from another person.  Whether or not the 

General Partner has a relationship with 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. 

 

The General Partner (and its beneficial owners) may be subject to tax treatment in respect of its 

share of income arising from the carried interest and its capital commitment to the Funds, including 

tax treatment that differs materially from the taxation of similar items to certain Fund investors, 

that could create the potential for conflicts of interest.  For example, various tax rules (including 

the recently-enacted three-year holding period requirement for capital gains treatment in respect of 

carried interest) could create an incentive for the General Partner to cause the Funds to borrow 

more frequently, in greater amounts, or for longer periods; hold investments for longer than it would 

absent adverse tax consequences to the General Partner from a shorter holding period; or waive or 

defer the distribution or allocation of carried interest to the General Partner, potentially changing 

the character or amount of income allocated to Fund investors.  The General Partner will generally 

have the authority to control these decisions and any positions taken by the Funds in respect of tax 

elections or income allocations. 

 

The fact that the General Partner’s carried interest is based on a percentage of net profits may create 

an incentive for the General Partner to cause the Funds to make riskier or more speculative 

investments or to hold an investment longer than otherwise would be the case.  In addition, because 

the Funds have a fixed investment period after which capital from Fund investors generally may 

only be drawn down in limited circumstances, and because the Management Fee is, at certain times 

during the life of the Funds, calculated based upon the invested capital of the Funds, the 

Management Fee structure may create an incentive for the General Partner to deploy capital when 

it might not otherwise have done so. 

 

In addition, Fund investors may have conflicting investment, tax, and other interests with respect 

to their investments in the Funds, including conflicts relating to the structuring of investment 

acquisitions and dispositions.  Conflicts may arise in connection with decisions made by the 

General Partner regarding an investment that may be more beneficial to one Fund investor than 

another, especially with respect to tax matters.  In structuring, acquiring and disposing of 

investments, the General Partner expects to consider the investment and tax objectives of the Funds 

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

individually. 

 

Certain Industry Advisors and Consultants 

 

The Adviser, the General Partner, or their respective affiliates expect to retain Industry Advisors 

and other consultants, which may be third party consultants (including individual members, 

consultants and external executives), “operating partners,” “executive partners” or “senior advisors, 

affiliates of the Adviser or the General Partner, employees of such affiliates, portfolio companies 

of other funds managed by the General Partner or its affiliates.  Such Industry Advisors and other 

consultants may regularly provide services to, or in connection with, the Funds in relation to their 

activities, or to one or more portfolio companies in relation to the identification, acquisition, 

holding, improvement and disposition of such portfolio companies, including due diligence-related 

research and analysis, incubating potential portfolio companies, developing new business in which 
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the Funds would potentially invest, assisting with technical, financial, regulatory, legal, tax or 

marketing research, providing technical, financial, regulatory, legal, tax or other operational 

services to portfolio companies or serving on the board of directors of portfolio companies, 

including service in board seats controlled by the Adviser, the General Partner or the Funds or with 

respect to which the Adviser, the General Partner or the Funds have the right to designate a director. 

Pursuant to the Governing Documents, certain fees, expenses and other consideration associated 

with services provided by such Industry Advisors and consultants may be paid and/or reimbursed 

by applicable portfolio companies and/or the Funds, without any offset against the Management 

Fee.  Such fees, expense reimbursements and other consideration are expected to include cash fees, 

reimbursement of costs and expenses incurred by such Industry Advisors and personnel in 

performing such services, profits or equity interests in a portfolio company, a share of proceeds 

upon sale of a portfolio company and/or other incentive-based compensation or consideration, 

which may be determined according to one or more methods, including the value of the time 

(including an allocation for overhead and other fixed costs) expended by such Industry Advisors 

and personnel, a percentage of the value of the portfolio company, the invested capital exposed to 

such portfolio company, amounts charged by other providers for comparable services and/or a 

percentage of cash flows from such company. Although the Adviser and/or the General Partner 

intends to retain such Industry Advisors and personnel with a view to reducing costs to portfolio 

companies (and, ultimately, the Funds) and/or improving portfolio company performance, a 

number of factors may result in limited or no cost savings from such retention.  While the Adviser 

and/or the General Partner intends to retain only such Industry Advisors and personnel which it 

believes provide a level of service at a value generally consistent with other relevant market 

alternatives, 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. 

 

To the extent Industry Advisors and other consultants serve as a director or provide services to 

multiple portfolio companies, such persons may have competing obligations, interests, and time 

commitments with respect to such portfolio companies. In some instances, certain conflicts of 

interest will generally arise as a result of: (i) competing demands on such person’s time 

commitments to such portfolio companies, (ii) any divergence in the interests of such portfolio 

companies, and (iii) any differences in board compensation or other compensation paid to such 

person by such portfolio companies. As a result, one portfolio company may benefit at the expense 

of another portfolio company or Fund. To the extent that any Industry Advisor is paid any retainers 

or guaranteed minimum compensation amounts, there is the possibility that certain portfolio 

companies will bear a greater share of such compensation due to the utilization of their services at 

a time when fewer portfolio companies or Funds make use of such person. In certain instances 

where any Industry Advisor ceases to provide services or leave a portfolio company to become an 

employee of the Adviser or to join another program, the business and operations of such portfolio 

company from which such Industry Adviser departed (and, as a result, the performance of such 

portfolio company) could be negatively affected as a result of such individual’s departure.  

 

Co-Investments 

 

The General Partner may, in its sole discretion, provide or commit to provide co-investment 

opportunities to one or more Fund investors and/or other persons, in each case on terms to be 

determined by the General Partner in its sole discretion.  Conflicts of interest may arise in the 

allocation of such co-investment opportunities.  The allocation of co-investment opportunities, 

which may be made to one or more persons for any number of reasons as determined by the General 

Partner in its sole discretion, may not be in the best interests of the Funds or any individual investor.  

In exercising its sole discretion in connection with such co-investment opportunities, the General 
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Partner may consider some or all of a wide range of factors, which may include factors which 

benefit the General Partner such as the likelihood that an investor may invest in a future fund 

sponsored by the General Partner or its affiliates. 

 

The Funds may co-invest with third parties through partnerships, joint ventures or other entities or 

arrangements.  Such investments may involve risks not present in investments where a third-party 

is not involved, including the possibility that a third-party co-venturer or partner may at any time 

have economic or business interests or goals that are inconsistent with those of the Funds, or may 

be in a position to take action contrary to the investment objectives of the Funds.  In addition, the 

Funds may in certain circumstances be liable for actions of its third-party co-venturer or partner.  

There can be no assurance that the Funds’ return from a transaction would be equal to and not less 

than the return of another party that was allocated a co-investment opportunity and that is 

participating in the same transaction. 

 

Agreements with Certain Investors 

 

The Funds and/or the General Partner may enter into side letters or other similar agreements with 

particular investors in connection with their admission to the Funds without the approval of any 

other investor, which would have the effect of establishing rights under, altering or supplementing 

material terms of (including economic terms), or confirming the interpretation of an applicable 

Fund document (including the limited partnership agreement and any related subscription 

agreement) with respect to such investors in a manner more favorable than to other investors.  Such 

rights, terms or confirmations in any such side letter or other similar agreement may include, 

without limitation: (i) excuse, exclusion or withdrawal rights applicable to particular investments 

or Fund investors (which may increase the percentage interest of other investors in, and contribution 

obligations of other investors with respect to, certain investments); (ii) reporting obligations of the 

General Partner; (iii) waiver of certain confidentiality obligations; (iv) consent of the General 

Partner to certain transfers by such Fund investor; or (v) rights or terms necessary in light of 

particular legal, regulatory or public policy characteristics of such Fund investor. 

 

ESG Review 

 

The Adviser is committed to integrating environmental, social and governance ("ESG") practices 

into its business planning and strategies, policies, reporting and disclosures to serve client 

investment objectives and support responsible management.  The Adviser’s investment policies 

and ESG goals may identify material economic risks associated with an investment, cause the 

Adviser not to complete an investment that it would have made, or cause the Adviser to make 

different management decisions with respect to an investment than it would have made in the 

absence of such policies and goals.  In evaluating investments, the Adviser often relies upon 

information and data provided by third party reporting and/or advisors, which may be incomplete 

or inaccurate and could cause the Adviser to incorrectly assess an investment’s potential and related 

risks and opportunities.  Although the Adviser believes its investment policies and ESG goals will 

enhance the performance of investments over the long term, the Adviser cannot guarantee that such 

policies and goals, its assessment of future regulations, and the future growth of these trends, will 

positively impact the financial or ESG performance of any individual investments. 

 

There is growing regulatory interest in improving transparency around how asset managers and 

companies define and measure ESG performance in order to allow investors to validate and better 

understand ESG claims.  The integration of ESG considerations in responsible investing practices 

are still evolving and there are different frameworks and methodologies being developed and 

implemented by other asset managers, advisors, accountants, industry coalitions, not-for-profit 
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organizations, and regulators.  The Adviser’s ESG screening and review methodologies are 

proprietary, do not represent a universally recognized standard for assessing ESG factors, and may 

not align with the approach used by other asset managers or prospective investors or reflect future 

market trends. 

 

C.  Please see Item 8.B. above. 
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Item 9 - Disciplinary Information 

 

Registered investment advisers are required to disclose all material facts regarding any legal or 

disciplinary events that would be material to client’s evaluation of the adviser or the integrity of 

adviser’s management. 

 

There are no legal or disciplinary events that are material to an evaluation of the Adviser’s advisory 

services or the integrity of its management. 
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Item 10 - Other Financial Industry Activities and Affiliations 

 

A.  Neither the Adviser nor any of its management persons are registered, or have an application 

pending to register, as a broker-dealer or a registered representative of a broker-dealer. 

 

B.  Neither the Adviser nor any of its management persons are registered, or have an application 

pending to register, as a futures commission merchant, a commodity pool operator, a commodity 

trading advisor, or an associated person of the foregoing entities. 

 

C.  In connection with sponsoring any Fund and as mentioned above, the General Partner is an affiliate 

of the Adviser and serves as the general partner of each Fund.  The General Partner will receive 

Management Fee, Carried Interest, and Additional Fees. 

 

Other than the General Partners, the Adviser has no relationships or arrangements with any related 

person listed in the instructions to Item 10.C. that are material to its advisory business or to its 

clients.  Fund investors are advised to review the relevant Governing Documents for more extensive 

descriptions of the risks of investing in the Funds and the required procedures for resolving conflicts 

of interest. 

 

D.  Generally, the Adviser does not recommend or select other investment advisers for its Clients. 
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Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

 

A.  The Adviser has adopted a written Code of Ethics (the “Code”) designed to address and avoid 

potential conflicts of interest as required under Rule 204A-1 under the Advisers Act.  The Code 

sets forth a standard of business conduct and compliance with federal securities laws by all of the 

Adviser’s employees.  The Code contains policies and procedures that are reasonably designed to 

ensure that all personal securities trading by employees of the Adviser is conducted in such a 

manner as to avoid actual or potential conflicts of interest or any abuse of an individual’s position 

of trust and responsibility.  The Adviser prohibits personal trading on certain securities or 

instruments; requires pre-clearance of personal trades in certain circumstances, including purchases 

of an IPO or a new private placement; requires periodic reporting of employees’ personal securities 

transactions and holdings; and requires prompt internal reporting of Code violations. 

 

As part of its Code, the Adviser has established procedures reasonably designed to prevent the 

abuse of material, non-public information, which includes procedures for, among other things, the 

use and maintenance of restricted trading lists.  Because the structure of the Adviser would make 

information barriers impractical, the firm has not imposed information barriers to restrict the 

internal flow of possible material, non-public information.  Thus, all professionals are deemed to 

be in receipt of material, non-public information, in all instances where any professional of the 

Adviser has received material, non-public information and, therefore, such professionals may not 

trade on the basis of that information. 

 

The Adviser will provide a copy of the Code to any investor or prospective investor upon request. 

 

B.  Currently, neither the Adviser nor its related persons recommend to Clients, or buy or sell for client 

accounts, investments in which the Adviser or its related persons have a material financial interest.  

To the extent the Adviser or its related persons may recommend to, or buy or sell for Clients 

investments in which the Adviser or its related persons have a material financial interest, the 

Adviser and its related persons will consider and resolve in the best interests of the Clients any 

conflicts of interest associated with such recommendations, purchases, and sales. 

 

Fund investors are provided with disclosures related to conflicts of interest in the Funds’ Governing 

Documents prior to making capital commitments to the Funds. 

 

Additionally, the Adviser enforces a robust Code that generally requires, subject to the terms of 

the Clients’ Governing Documents, the Adviser and its employees to place the interests of the 

Clients over their own or those of a related party. 

 

It is critical that investors review the Funds’ Governing Documents for a detailed description of 

potential conflicts of interest related to an investment in the Funds.  The information contained 

herein is a summary only. 

 

C.  In connection with sponsoring any Fund, the Adviser and certain of its affiliates have an economic 

interest in such Fund, the General Partner, or both. 

 

Additionally, as provided in the applicable Governing Documents, co-invest opportunities 

generally are allocated in the manner described in the Governing Documents and the Adviser and 

certain of its affiliates may co-invest alongside the Funds in certain co-investment opportunities.  
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These may represent a conflict of interest for the Adviser.  The Adviser will disclose to Clients 

these and any other material conflicts of interest which might reasonably be expected to impair the 

Adviser’s rendering of unbiased or objective investment advice.  In addition, the General Partner 

for each Fund has appointed an Advisory Committee selected from among each Fund’s limited 

partners to provide advice and counsel as is requested by the General Partner in connection with 

the Partnership’s investments, material conflicts of interest and other Partnership matters. 

 

D. See Item 11.C. above. 
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Item 12 - Brokerage Practices 

 

A. The Adviser’s investment strategy involves making long-term investments for Clients in private 

companies.  As a result, the Adviser does not routinely select or recommend broker-dealers for the 

purchases and sales of securities but has the authority to do so.  Furthermore, the Adviser does not 

maintain any trading accounts and does not use “soft” dollars received from broker-dealers from 

the purchases and sales of securities for its Clients. 

B. Not applicable. 
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Item 13 - Review of Accounts 

 

A.  The Adviser maintains comprehensive review procedures for the ongoing monitoring of the private 

investments of its Clients.  In connection therewith, the Adviser conducts periodic reviews of all 

private investments held in each Client portfolio.  All Adviser investment and operational staff 

participates in the ongoing monitoring of Client investment portfolios, although responsibilities 

vary by individual. 

 

B.  See Item 13.A. above. 

 

C.  The Adviser provides Clients and investors, if applicable, with written audited annual financial 

statements, quarterly unaudited financial statements, and other written reports and 

communications.  In addition to the information provided to all investors, the Adviser may provide 

certain investors with additional information or more frequent reports that other investors will not 

receive.   
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Item 14 - Client Referrals and Other Compensation 

 

A.  The Adviser does not receive any economic benefit, including sales awards or prizes, from any 

third party for providing advisory services to its Clients; except that, the Adviser or its partners, 

members, employees, officers, or affiliates may, from time to time, receive certain transaction fees 

from actual or prospective portfolio companies in connection with any consummated or 

unconsummated transactions (“Transaction Fees”).  In general, the Management Fee will be 

reduced by an amount equal to at least 80% of Transaction Fees attributable to the Fund partners 

other than affiliated partners. 

 

B.  The Adviser has entered into an agreement with a third-party placement agent.  This agreement 

provides for compensation to be paid to the placement agent for referring investors to the Funds.  

Under this agreement, the placement agent receives a percentage of the capital commitments 

attributable to certain prospective Fund investors referred depending upon specific circumstances 

and restrictions.  The presence of this agreement is disclosed to prospective Fund investors.  This 

arrangement and any future arrangements are conducted in accordance with applicable laws and 

regulations, including Rule 206(4)-3 of the Advisers Act.  Compensation of the placement agent is 

borne entirely by the Adviser or its affiliates through an offset against the Management Fees, 

although certain related expenses incurred pursuant to the relevant placement agent or similar 

agreement, including but not limited to out-of-pocket costs and expenses incurred by the placement 

agent, typically are borne by each Fund. 
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Item 15 - Custody 

 

The Adviser does not serve as the qualified custodian of any of the assets owned by Clients and does 

not maintain physical custody of any securities or cash owned by the Clients (other than certain 

privately offered securities to the extent permitted by the Advisers Act and related SEC interpretive 

guidance). 

 

With respect to the Funds, the Adviser is deemed to have custody, as defined in Rule 206(4)-2 under 

the Advisers Act, of the assets of the Funds as a result of one or more of its affiliates serving as the 

General Partner of the Funds it manages.  The Funds are audited annually by an independent accounting 

firm that is registered and examined by the Public Company Accounting Oversight Board, and audited 

financial statements are delivered to investors in the Funds within 120 days of the applicable fiscal 

year-end. 
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Item 16 - Investment Discretion 

 
The Adviser manages each of the Funds on a discretionary basis.  Discretionary authority allows the 

Adviser to select the identity, amount, time, and price at which investments are to be purchased and 

sold for the Funds.  The Adviser is authorized to exercise discretion by the applicable Governing 

Documents of each Fund.  As a general policy, the Adviser does not allow Clients to place limitations 

on this authority.  Pursuant to the terms of the applicable Governing Documents and as previously 

described, however, the Adviser may enter into side letters with certain investors whereby the terms 

applicable to such partner’s investment in a Fund may be altered or varied, including, in some cases, to 

provide for reduced fees or the right to opt-out of certain investments for legal, tax, regulatory or other 

similar reasons. 
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Item 17 - Voting Client Securities 

 

A. As the Funds make long-term investments in private companies, the Adviser does not expect to 

exercise authority to vote client securities. 

 

B. See Item 17.A. above. 
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Item 18 - Financial Information 

 

A.  The Adviser does not require or solicit prepayment of fees greater than $1,200 six months in 

advance. 

 

B.  The Adviser does not believe it has any financial condition that is reasonably likely to impair its 

ability to meet its contractual commitments to the Clients. 

 

C.  The Adviser has not been the subject of a bankruptcy petition at any time during the past ten years. 

  



 

 

39 

 

Item 19 - Requirements for State-Registered Advisers 

 

The Adviser is an SEC-registered investment adviser.  Thus, Item 19 is not applicable. 


