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Item 2: Material Changes 

 

The last annual updating amendment to our firm brochure was made on March 24, 2022. A summary of certain of 

the material changes made to our firm brochure since the date of the last annual updating amendment is set forth 

below: 

• We updated our regulatory assets under management set forth in Item 4. 

• We made various changes, updates, additions and revisions to the risk factor disclosures set forth in Item 

8. 

The information set forth in this brochure is qualified in its entirety by the applicable offering and/or governing 

documents. In the event of a conflict between the information set forth in this brochure and the information in the 

applicable governing and/or offering documents, such documents shall control.  

We encourage all clients and investors to carefully review this document and/or any other applicable disclosure 

documents in their entirety. 
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Item 4: Advisory Business 

 

 

FIRM DESCRIPTION AND OVERVIEW 

Braemont Capital Management LLC, a Texas limited liability company and private equity fund manager (“Braemont,” 

“we,” “our,” or “us”), was formed in May 2021. We provide investment management, portfolio management, advisory 

and other services to affiliated private equity funds and related vehicles with respect to primarily equity or equity-

related investments in private portfolio companies. Our investment advice and management services are provided with 

respect to each fund or client in accordance with the investment objectives, strategies, guidelines, restrictions and 

limitations described in the applicable offering and/or governing documents of such client, and as further disclosed to 

investors in such client, and the information in this brochure is qualified in its entirety by the information set forth in 

such documents. 

PRINCIPAL OWNERS  

We are ultimately owned and controlled (directly or indirectly) by Robert Covington. 

TYPES OF ADVISORY SERVICES 

We provide investment management, portfolio management, advisory and other services to private equity funds and 

related vehicles, which invest primarily in privately negotiated equity and equity-related investments in private 

portfolio companies. We currently do not expect to provide advice with respect to any investments other than private 

equity investments, but may consider other investment strategies in the future. Information about each client and its 

investment program are or will be set forth in the applicable offering and/or governing documents. Investment in a 

client does not and shall not create an advisory relationship between an investor in such client and us. See Item 8 

below.  

We are responsible for investing and re-investing the assets of each client (and for the selection of private equity 

investments) in accordance with the investment objectives, policies, limitations and guidelines set forth in its 

applicable offering and governing documents. 

INVESTMENT RESTRICTIONS  

We provide investment advice to each client in accordance with the investment objectives, policies and guidelines set 

forth in the applicable offering and/or governing documents, and not in accordance with the individual needs or 

objectives of any particular investor in that client. Investors are not permitted to impose restrictions or limitations on 

the management of our funds or clients.  

We, our clients and our affiliates have entered into, and may from time to time in the future enter into, side letter 

agreements or other similar agreements or arrangements (commonly referred to as “side letters”) with certain investors 

in a fund that have the effect of establishing rights or terms and/or otherwise benefitting such investors in a manner 

that is more favorable in various material respects than the rights and benefits established in favor of other investors 

pursuant to the applicable governing documents. Such rights or benefits in any side letter or similar agreement include 

or may include, without limitation, (i) most favored nations status, (ii) fees and/or carried interest reductions or 

waivers, (iii) reporting obligations of the applicable general partner, manager or us and/or preferential information 

rights, including access to information and documents relating to a fund and its investments, (iv) waiver of certain 

confidentiality obligations, (v) consent of the general partner to certain transfers by such investor, (vi) board seats 

and/or board observer rights, or (vii) rights or terms necessary or advisable in light of particular legal, regulatory or 

public policy considerations of an investor. Certain investors have the benefit of “most favored nation” protection and 

will be given the opportunity to elect the rights and terms in any side letter or other similar agreement that are 

applicable to such investors. See Item 10 for information regarding the rights and benefits granted to a strategic 

investor with respect to certain of our funds. 

ASSETS UNDER MANAGEMENT 

As of February 15, 2023, we had approximately $501 million in regulatory assets under management, all of which are 

managed on a discretionary basis. 
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Item 5: Fees and Compensation 

 

FEE SCHEDULES 

In consideration of our advisory services, we and/or certain of our affiliates generally are or may be entitled to receive 

management fees and/or carried interest distributions with respect to each client. Investors should carefully review 

the offering and governing documents of each client for a description and overview of the fees and expenses applicable 

to it. Nevertheless, an overview of our expected fee schedule with respect to each client is set forth below: 

Management Fees. We are entitled to receive a management fee from or with respect to each client in accordance 

with the terms and conditions set forth in the applicable governing and/or offering documents. Except as otherwise 

determined or agreed by us and any particular investor, the management fee with respect to each investor in a fund 

(other than our affiliates and such other designated persons) generally is equal to two percent (2%) per annum of (i) 

with respect to each calendar quarter that occurs during such client’s investment period, each investor’s aggregate 

capital commitment to such fund, and (ii) thereafter, each investor’s invested capital, reduced by write-offs, if any, 

then in effect to reflect the permanent impairment of value of any unrealized investments, as of such applicable date 

of determination.  

Notwithstanding the foregoing and subject to the partnership agreement, the management fee generally will be 

reduced (but not below zero), without duplication, by an amount equal to 100% of a fund’s allocable share or portion 

of any (i) “transaction fees” received by us, the general partner and their affiliates and personnel from a portfolio 

company in respect of the applicable fund’s investment therein, (ii) break-up or similar fees paid to us, the general 

partner and their affiliates and personnel with respect to transactions not completed or consummated, and (iii) 

monitoring, oversight, directors, financial advisory and other similar fees received by us, the general partner and their 

affiliates and personnel with respect to any investment, that are attributable to investors who are subject to the 

management fee, in each case, net of certain costs and expenses, as set forth in the applicable partnership agreement; 

provided, however, such transaction fees will not include any amounts received by us, the general partner or any 

employee or personnel of us, any operating partner, strategic partner or consultant or any other person from or in 

respect of a portfolio investment or prospective investment (a) as reimbursement for expenses and costs related to 

such transaction, portfolio investment or prospective investment, (b) as payment or compensation for services 

provided to any portfolio company in the ordinary course of the portfolio company’s business, (c) as compensation 

or remuneration or payment for services provided or performed by us, the general partner or any other person as an 

employee of or in a similar capacity for such portfolio company, (d) as fees or compensation for services rendered or 

products sold or licensed by an operating partner, strategic partner or consultant to a portfolio company or prospective 

investment, or (e) any other fees or compensation or expenses approved or consented to by the advisory committee of 

a fund. For the avoidance of doubt, any fees, compensation, remuneration, costs and/or reimbursement of expenses 

received by any operating partner, strategic partner, industry board or consultant or allocable or deemed to be 

attributable to any successor fund, co-investor, or other client or investor or other third party (as determined by the 

general partner in its discretion), will not result in any reduction in or offset to the management fees payable by a fund 

or any investor.  

Carried Interest Distributions. The general partner of a fund generally will be entitled to receive a carried interest 

distribution equal to twenty percent (20%) of net profits derived from the disposition of investments (following a 

return of aggregate capital contributions attributable to disposed investments and a preferred rate of return to 

investors). If (i) at the time of the expiration or termination of the investment period of a fund, (ii) on the five year 

anniversary of the expiration or termination of the investment period of a fund (and, subsequently, each five year 

anniversary of such date thereafter), and (iii) at the time of dissolution of a fund (each, a “clawback date”), and after 

giving effect to all other distributions made or to be made pursuant to the applicable governing documents of such 

fund, (A) the applicable general partner has received aggregate carried interest distributions in excess of the designated 

carried interest percentage of the net cumulative gains received by any investor in such fund (such excess, the “Excess 

Carried Interest”) or (B) that investor has not received aggregate distributions to achieve the preferred return 

applicable in respect of a fund and repay the aggregate capital contributions made thereby, then immediately prior to 

such applicable clawback date, the applicable general partner of a fund will be required to contribute to such fund for 

distribution to such applicable investor an amount equal to the amount necessary in order for such investor to receive 

aggregate distributions to achieve the preferred return and a return of the aggregate amount of capital contributions 

made by that investor or, if no such amount exists, the amount of the Excess Carried Interest with respect to such 

investor that has not previously been repaid by the applicable general partner, subject to the terms and conditions set 

forth in the applicable partnership agreement.  



6 

Each investor in a fund generally is required to represent to us that it is, among other things, an “accredited investor” 

and either a “qualified purchaser” or “knowledgeable employee” of us, as each such terms are defined in the applicable 

U.S. securities laws. See Item 7. 

Management fees and/or carried interest distributions generally will not be negotiable. However, we have entered 

into, and may from time to time in the future enter into, side letters or similar agreements or arrangements with one 

or more investors in a client that alter, modify, change or adjust or waive the management fees or carried interest 

distributions applicable to such investors (including, without limitation, carried interest reductions with respect to the 

strategic investors and certain other persons). In general, management fees and/or carried interest distributions have 

been or may be waived or reduced with respect to employees, officers, consultants and other affiliates thereof.  

PAYMENT OF FEES 

Management fees will be payable by a fund to us or an affiliate on the first day of each calendar quarter in advance 

(commencing on the initial closing date of such fund and continuing as of the beginning of each calendar quarter 

thereafter during the term of such fund). Each investor (other than an affiliate or agent of us or our affiliates) generally 

will be responsible for its pro rata or allocable portion of any such management fees. Management fees are expected 

to be funded with capital contributions drawn for such purpose, but may also be funded with proceeds from 

investments or through borrowings made by such fund (and as otherwise provided in the partnership agreement). 

Installments of the management fee payable for any period other than a full calendar quarter will be adjusted on a 

prorated basis according to the actual number of days in that period. 

Carried interest distributions with respect to a fund will be calculated from time to time upon the disposition of 

investments by such fund and are distributed to the general partner thereof (following a return of aggregate capital 

contributions and a preferred rate of return to investors, as more particularly described above), subject to the terms 

and conditions set forth in the partnership agreement.  

OTHER FEES AND EXPENSES 

In addition to management fees and carried interest distributions, each fund generally will bear all costs and expenses 

incurred in connection with the business, operations and investments of such fund, subject to the terms and conditions 

set forth in the applicable partnership agreement and our expense allocation policy (as applicable).  

Each client generally will bear, and reimburse us and our affiliates for, the client’s pro rata or allocable share of all 

costs, fees and expenses incurred in connection with the formation and organization of the client, any other related 

funds (including, without limitation, any parallel funds, feeder funds, alternative investment vehicles and subsidiary 

entities), its general partner, and the marketing and offering of interests in the client and any related funds including, 

without limitation, legal and accounting fees and expenses, filing fees and expenses, printing costs, accommodation, 

travel and entertainment costs, expenses and fees, regulatory or compliance costs (including expenses associated with 

the initial and/or preliminary registrations, filings and compliance and other offering requirements contemplated by 

the AIFMD or any law, rule or regulation relating to the implementation thereof in any relevant jurisdiction), “blue 

sky” filing fees and any expenses, costs and fees incident or similar to the foregoing; provided that the aggregate 

amount of any such organizational expenses that may be borne by a fund generally will be subject to a cap as described 

in the applicable partnership agreement.  

Subject to the partnership agreement, each client generally will responsible for paying all costs and expenses of 

organizing and continuing such client and each subsidiary thereof, and investigating, pursuing, negotiating, acquiring, 

owning, holding, managing and disposing of the investments. Each client will also be responsible for, without 

limitation, the following expenses: (i) activities with respect to the identifying, sourcing (including meeting with 

consultants, operating or strategic partners, finders, broker-dealers and other sources of investments), structuring, 

organizing, negotiating, consummating, financing, refinancing, diligencing (including any subscriptions to any 

periodicals or databases and dues or membership fees for industry trade groups and related organizations), acquiring, 

bidding on, owning, managing, monitoring, operating, holding, hedging, restructuring, trading, taking public or 

private, selling, valuing, winding up, liquidating, dissolving, or otherwise disposing of, as applicable, a client’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, tax professionals, investment bankers, lenders, expert networks, third-party 

diligence software and service providers, consultants, operating partners or other strategic partners or persons 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, us, the general partner, a client, any 
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“affiliated partner” on behalf of a client (including any credit facility, letter of credit, or similar credit support), 

including repayment of principal and interest with respect thereto, or seeking to put in place any such indebtedness or 

guarantee; (iii) financing, commitment, origination and similar activities; (iv) broker, dealer, finder, underwriting 

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

similar services; (v) brokerage, sale, custodial, depositary, and local paying agent (including a depositary appointed 

pursuant to the Alternative Investment Fund Managers Directive (Directive 2011/61/EU) (“AIFMD”) and any Swiss 

representative and/or paying agent appointed pursuant to the Swiss Collective Investment Schemes Act (as amended) 

including any law, rule or regulation related to the implementation thereof), trustee, record keeping, account, 

registered office, and similar services; (vi) legal, accounting, research, auditing, administration (including fees and 

expenses associated with any third-party administrator and administration, tracking, performance or reporting 

software), information, appraisal, advisory, valuation (including third-party valuations, fairness opinions, appraisals 

or pricing services, as well as costs related to the establishment or maintenance of such services), consulting (including 

consulting and retainer fees, salary and other compensation paid and benefits provided to consultants performing 

investment initiatives or providing services related to cybersecurity or environmental, social, and governance 

investment considerations and policies, and other similar consultants), fees, costs, amounts and expenses paid or 

payable to or incurred by operating partners, strategic partners and consultants, tax, and other professional services, 

in each case, to the extent of any out-of-pocket fees, costs, expenses, liabilities, and obligations relating or attributable 

thereto (including any and all consulting fees and other expenses paid by the client to Consultants (as defined below)); 

(vii) reverse breakup, termination, and other similar arrangements; (viii) developing, structuring, maintaining, 

operating and winding up administrative structures in Luxembourg, other European countries and other non-U.S. 

jurisdictions that are put in place to operate the investment activities of a client (including the salary and benefits of 

any personnel reasonably necessary for the maintenance of such structures, other overhead, rent and similar costs in 

connection therewith and the applicable client’s share of any such costs of any such structure involving other persons 

managed by, or affiliated with, us, the general partner or any of our respective affiliates); (ix) insurance (including 

directors and officers liability, fidelity bond, cybersecurity, errors and omissions liability, employment practices 

liability, crime coverage, and general partnership liability premiums and other insurance and regulatory expenses, 

including any costs and expenses related to any retention or deductibles and broker costs and commissions) and any 

consultants or other advisors utilized in the procurement, review, maintenance and analysis of insurance policies; (x) 

filing, title, transfer, survey, registration and other similar activities; (xi) printing, communications, mailing, courier, 

marketing and publicity; (xii) the preparation, distribution, or filing of client-related or investment-related financial 

statements or other reports, tax returns, tax estimates, Schedule K-1s (or similar forms), other communications with 

partners, or any other administrative, compliance or regulatory filings or reports (including Form PF and Bureau of 

Economic Analysis Reports) or other information, including fees and costs of any third-party service providers and 

professionals related to the foregoing; (xiii) reporting, filing, and other ongoing compliance requirements (other than 

the initial and/or preliminary registrations, filings and compliance) contemplated by the AIFMD, including secondary 

legislation, regulations, rules and/or associated guidance, and any related requirements; (xiv) compliance with any tax 

or financial account reporting regime, including Foreign Account Reporting Requirements and any similar laws, rules 

and regulations, including any costs of any third-party service providers and professionals related to the foregoing; 

(xv) developing, licensing, implementing, maintaining or upgrading any web portal, extranet tools, computer software 

(including accounting, investor reporting, ledger systems, financial management and cybersecurity), or other 

administrative or reporting tools (including subscription-based services) for the benefit of a client or the investors; 

(xvi) any activities with respect to protecting the confidential or non-public nature of any information or data, 

including confidential information pursuant to the applicable client’s governing documents; (xvii) to the extent 

provided in the governing documents, or otherwise approved by the general partner in its sole discretion, activities or 

proceedings of a client’s advisory committee (including any reasonable out-of-pocket costs and expenses incurred by 

a client’s advisory committee members, representatives of a client’s general partner, permitted observers and other 

persons in attending or otherwise participating in meetings of a client’s advisory committee); (xviii) indemnification 

(including legal and any other fees, costs and expenses incurred in connection with indemnifying any investor 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; (xix) actual, threatened or otherwise anticipated 

litigation, mediation, arbitration or other dispute resolution process, including the costs and expenses of any discovery 

related thereto and any judgment, other award or settlement entered into in connection therewith; (xx) any annual 

investor meeting or other periodic or special, if any, meetings of the investors and any other conference or meeting 

(including via webcast or videoconference) with any investor(s) and any periodic executive forum of portfolio 

company management and/or other persons and related meal and entertainment expenses, in each case to the extent 

incurred by a client, the general partner or any other affiliate of the general partner; (xxi) the management fee; (xxii) 
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except as otherwise determined by the general partner in its sole discretion, (A) 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” pursuant to the applicable client’s governing 

documents if it were incurred in connection with such client, (B) any expenses incurred in connection with the 

formation, management, operation, termination, winding up and dissolution of any feeder vehicles related to a client 

to the extent not paid by the investors investing in such entities, and (C) any other costs or expenses related to any 

structuring or restructuring of a client or any related vehicles; (xxiii) the termination, liquidation, winding up, or 

dissolution of a client and any legal entities owned directly or indirectly by such client, including portfolio companies 

and related entities, and any fees and costs of third-party service providers and professionals related to the foregoing; 

(xxiv) defaults by investors in the payment of any capital contributions; (xxv) amendments to, and waivers, consents 

or approvals pursuant to, the constituent documents of a client, the general partner and related entities and any 

alternative investment vehicle of a client, including the preparation, distribution and implementation thereof; (xxvi) 

(A) complying with any law, rule, regulation, policy, directive or special measure (including in relation to privacy, 

data protection, know-your-customer, anti-money laundering, sanctions or anti-terrorism considerations) related to 

the activities of a client, including any legal, administrator, consulting, operating partner or strategic partner or other 

third party service provider fees and expenses related thereto, any regulatory expenses of the general partner of a client 

or its affiliates incurred in connection with the operation of a client, any costs and expenses related to cybersecurity 

and any costs and expenses related to compliance with any environmental, social, and governance or other investor 

considerations and policies applicable to the general partner or a client and/or their respective affiliates and/or (B) the 

validation or other confirmation of any payments made to a client or the general partner (including as a result of any 

anti-money laundering laws, rules or regulations); (xxvii) any litigation or governmental inquiry, investigation, or 

proceeding, including any costs and expenses of discovery related thereto and the amount of any judgments, 

settlements, or fines paid in connection therewith, except to the extent such expenses or amounts have been determined 

to be excluded from the indemnification provided for in the governing documents; (xxviii) any third-party experts, 

including independent appraisers, valuation agents, consultants or similar persons engaged or retained by the general 

partner or its affiliates in connection with a client considering, making, or holding an investment in the same entity as 

any other fund or separately managed account the commencement of operations of which is not prohibited under the 

governing documents; (xxix) unreimbursed costs and expenses incurred in connection with any transfer or proposed 

transfer or withdrawal or proposed withdrawal by an investor or any investor’s name change, internal restructuring or 

change in trust, registered agent, custodian, or similar relationship and any costs and expenses incurred in connection 

with the syndication of investments ; (xxx) any taxes, fees, and other governmental charges levied against a client and 

all expenses incurred in connection with any tax audit, inquiry, investigation, settlement, or review of a client (except 

to the extent that a client is reimbursed therefor by a reimbursing Partner pursuant to the governing documents) and 

any costs of or related to the “partnership representative” of a client; (xxxi) distributions to the investors and other 

expenses associated with the acquisition, holding, and disposition of a client’s investments, including extraordinary 

expenses; (xxxii) compliance or regulatory matters related to a client (except as otherwise set forth in the governing 

documents of a client), including compliance with the governing documents and any side letter or similar agreement, 

any costs, fees and expenses attributable to investor-related services and administering side letters entered into with 

investors (including the process of compiling compendiums of side letter provisions and tracking and implementing 

applicability in accordance with any “most favored nations” clauses in side letters and expenses incurred in connection 

with fund compliance checklists); (xxxiii) any travel (including the cost of using any private aircraft or other private 

air travel (including a private aircraft owned or partially owned or leased by us or our affiliates) up to (x) for air travel 

within the United States, an amount equal to reasonably comparable first class commercial airfare and (y) for air travel 

outside of the United States, an amount equal to reasonably comparable business class commercial airfare, other air 

travel, car or ride sharing services, and other modes of transportation), lodging, meals or entertainment relating to any 

of the foregoing and below, including in connection with consummated and unconsummated investment and 

disposition opportunities (including business development costs and expenses); (xxxiv) all costs and expenses 

associated with operating a feeder fund which invests all or substantially all of its assets in a client, including all 

expenses associated with its management, operation, winding-up, liquidating and dissolution and with preparing and 

distributing such feeder’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; (xxxv) any 

organizational expenses; (xxxvi) any placement fees and similar fees and commissions; (xxxvii) attendance of any 

member, manager, shareholder, partner, director, officer, employee or affiliate of the us or the general partner at any 

trade conference reasonably related to the investment activities of a client and/or its portfolio companies, including 

any applicable registration fees and exhibition, sponsorship or other presentation fees, costs and expenses; (xxxviii) 

any activities with respect to protecting the confidential or non-public nature of any information or data, including 
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confidential information (including any costs incurred in connection with compliance with all applicable EU, 

California and other applicable privacy law rules, laws and regulations; (xxxix) any and all other applicable costs and 

expenses referenced or disclosed in our firm brochure from time to time, and (xl) any other fees, costs, expenses, 

liabilities or obligations approved by a client’s advisory committee; in each case of clauses (i) through (xl), whether 

or not any contemplated transaction is consummated and whether or not such activities are successful, including any 

opportunity offered to co-investors. 

In the event a blocker fund or other parallel vehicle proposes to structure an investment using a blocker entity or 

vehicle or other intermediate entity in making a “passthrough investment,” all costs, expenses and reduction in 

proceeds attributable to such blocker or other intermediate entity or vehicle, including, without limitation, those 

related to the structuring, operation, formation and liquidation of, and all taxes incurred in connection with or related 

to or imposed on, a blocker or other intermediate entity may be allocated solely to, and borne solely by, the investors 

investing in and through the applicable blocker fund or similar parallel vehicle.  

Consultants, operating partners, strategic partners, industry advisory personnel, current or former company executives 

or officers and other similar persons (collectively, “Consultants”) will provide various services to or with respect to, 

or in connection with, a fund or client in relation to its activities, or one or more portfolio investments, in relation to 

the identification, acquisition, holding, management, improvement and disposition of such portfolio investments, 

including operational aspects of such investments. Pursuant to the applicable partnership agreement, fees and expenses 

associated with or incurred by or in connection with such services will be paid and/or reimbursed to Consultants by 

applicable portfolio investments and/or the fund, and such consulting fees and expenses will not result in any offset 

against, or reduction to, any applicable management fees and, to the extent paid by the fund, will be borne by such 

fund as fund expenses. Additionally, portfolio investments may provide opportunities for Consultants to invest in such 

portfolio investment and reimburse costs and expenses incurred by Consultants. Consultants also may receive 

remuneration, compensation, fees and similar amounts from us and/or our affiliates and/or be entitled to other forms 

of compensation or fees, including equity grants in portfolio investments. Such investment opportunities, 

reimbursements and other compensation, fees and amounts paid to, or received by, a Consultant generally will not be 

offset against or result in any reduction of the applicable management fees, but may be retained by Consultants and 

not shared with a fund or client or its investors. Consultants may have a limited partnership or profit interest in a fund 

or client, a general partner of a fund or client, one or more other investment vehicles sponsored by us or an affiliate, 

or in other investment vehicles, entities and businesses. See Item 10 below. 

The investment strategies and investment programs of each client generally are not expected to involve the purchase 

or sale of publicly offered securities, and as such, typically will not entail expenses related to brokerage commissions. 

To the extent applicable, each client generally will be responsible for and pays any of its custodial fees and expenses. 

See Item 12 below. 

If expenses or costs are incurred by or for the account of a fund or client and any other present or future client, fund 

or separately managed account advised, managed or operated by us or our affiliates, then we generally will allocate 

such expenses among our applicable clients or funds in such manner or manner as we determine or consider in our 

discretion to be appropriate. In making such determinations, we may take into account such factors and considerations 

as we deem to be relevant or appropriate in our discretion including, without limitation, operational considerations of 

a fund, the general partner, us and their affiliates, including the primary business objectives of the associated expenses 

and the operational burden of determining and allocating such expenses relative to the amounts of such expenses. We 

may not be permitted to cause certain clients or co-investors to bear or pay their allocable or pro rata share of common 

expenses, and in such situations such expenses may be borne exclusively by the main funds.  

A conflict of interest could arise in our determination of whether certain costs or expenses (or a portion thereof) that 

are incurred are expenses for which a certain fund is responsible, or are expenses that should be borne by, or allocated 

among, us, one or more other clients or any of their affiliates (in whole or in part). Each fund and its investors will be 

reliant on the determinations of the general partner with regard to the allocation of investment expenses and any 

common expenses as between or among a fund, any of our other clients, us and our affiliates. Such allocations require 

judgments as to methodology that the general partner will make in good faith but in its sole discretion. Such allocation 

determinations will be inherently subjective and give rise to conflicts of interest due to the inherent biases in the 

process. The general partner will or may use a variety of methodologies to allocate expenses, depending on the 

circumstances, which are expected to take into account such factors or considerations deemed relevant or appropriate 

by the general partner in its discretion. For example, with respect to an investment made by both a fund and any new 

or additional funds that are pooled investment vehicles managed by us, we generally expect to allocate expenses 

between such fund and such other funds on a pro rata basis (except as otherwise determined by us in our sole 
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discretion). Furthermore, prospective investors should note that certain expenses borne or paid by a fund may directly 

or indirectly benefit us and/or our affiliates and any other funds. 

The foregoing description is not intended to be exhaustive and is qualified in its entirety by the applicable governing 

and offering documents of each client. 

COMPENSATION FOR THE SALE OF SECURITIES OR OTHER INVESTMENT PRODUCTS 

Neither we nor any of our supervised persons expect to accept compensation for the sale of securities or other 

investment products. However, we or our affiliates and personnel and related parties may receive intangible and other 

benefits, discounts and perquisites arising or resulting from their activities on behalf of our clients, which will not 

offset or reduce management fees or otherwise be shared with our clients or investors therein. For example, airline or 

hotel stays will result in “miles” or “points” or credit in loyalty or status programs, and such benefits will, whether or 

not material or difficult to value, inure exclusively to the benefit of us, our affiliates or personnel or related parties 

receiving it, even though the cost of the underlying service is borne by the applicable client. 
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Item 6: Performance-Based Fees and Side-By-Side Management 

 

 

PERFORMANCE-BASED FEES 

As noted under Item 5 above, the general partner of a fund, one of our affiliates, is entitled to receive carried interest 

distributions with respect to such fund pursuant to the terms of the partnership agreement. The carried interest 

distributions generally are not payable until after the investor’s capital contributions are returned along with the 

applicable preferred rate of return, and the carried interest is subject to certain clawback obligations on the part of the 

general partner.  

Carried interest distributions received by the general partner in respect of a fund will inure to the benefit of the 

applicable carried interest recipients who hold equity or profit interests in such general partner (including certain 

employees and personnel of Braemont and one or more strategic investors or third parties).  

Carried interest distributions could motivate us, due to our relationship with our affiliates, to make investment 

decisions that are riskier or more speculative than would be the case if these arrangements were not in effect. For 

example, a carried interest distribution generally entitles the general partner to a percentage of the net profits of a fund; 

however, such affiliate is not required to bear the same proportion of the net losses, if any, suffered by a particular 

fund as a whole. We generally will attempt to mitigate conflicts of interest associated with carried interest distributions 

through (i) the requirement that invested capital, a preferred return and expenses be returned to investors before the 

general partner is entitled to receive any carried interest distributions; (ii) a substantial capital commitment to each 

fund by us and our affiliates; and (iii) interim clawback determinations and a final clawback determination upon the 

liquidation and dissolution of a fund. 

The method of calculating the carried interest may result in conflicts of interest with respect to the management and 

disposition of investments, including the sequence of dispositions.  

Certain of our individual employees, agents and affiliates may be compensated to some extent based upon investment 

profits for which they are responsible (including indirectly through an equity or profit interest in the carried interest 

vehicle) and, accordingly, may face the same potential conflict.  

In general, we will attempt to address any material conflicts through full and fair disclosure in the applicable offering 

documents and this brochure.  
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Item 7: Types of Clients 

 

 

TYPES OF CLIENTS 

We provide investment management, portfolio management, advisory and other services with respect to pooled 

investment vehicles and related vehicles. We may in the future provide or perform investment advisory services with 

respect to additional pooled investment vehicles and other types of clients.  

ACCOUNT REQUIREMENTS 

The minimum initial capital commitment generally required for an investor in a client will be $1,000,000; provided 

that capital commitments of lesser amounts may be accepted by the general partner of a client in its discretion.  

Each investor in a client generally will be required to represent that it is, among other things, an “accredited investor,” 

as such term is defined in Rule 501(a) of Regulation D under the Securities Act.  

Each investor in a client will be required to represent that it is also, among other things, a “qualified purchaser” (as 

such term is defined in Section 2(a)(51)(A) of the Company Act) or a “knowledgeable employee” of Braemont. 
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Item 8: Methods of Analysis, Investment Strategies and Risk of Loss 

 

 

METHODS OF ANALYSIS AND INVESTMENT STRATEGIES 

The primary investment objective of each client and its related vehicles is to generate superior long-term capital 

appreciation, typically through privately negotiated equity and equity-related investments in private portfolio 

companies. Braemont identifies, sources and investigates potential investment opportunities for its clients which will 

generally invest in accordance with, and subject to certain adjustments set forth in, the applicable governing 

documents. Braemont will primarily source proprietary investments through its global network of family offices and 

entrepreneurs across industry verticals, capital structures and geographies. We expect that our clients will primarily 

make control and joint control investments in closely held, growth-oriented private companies in partnership with 

business founders and entrepreneurs. Our clients will seek to invest in companies that are or have the potential to 

become market leaders and that generate superior returns on invested capital and demonstrate customer captivity. 

Certain of our clients may accumulate minority positions in the tradable, highly syndicated or publicly traded debt or 

equity securities, or securities convertible into equity securities, of potential portfolio companies in order to seek a 

more meaningful investment in such company. Additionally, certain of our clients may also make investments in, or 

become sponsors of, special purpose acquisition companies (“SPACs”). Braemont will seek to create unique 

opportunities with a fundamental value-investing orientation supplemented by a differentiated investment strategy to 

optimize risk-adjusted equity returns over the investment holding period. Braemont’s investment process will involve 

careful review and due diligence, including an analysis of the competitive industry landscape, assessment of the 

management team and ownership structure, financial, accounting and tax review, legal and insurance due diligence 

and financial analysis. Prior to entering into any definitive agreement, transactions will be thoroughly reviewed by 

Braemont’s investment team. Braemont anticipates that its clients’ investment portfolios will be comprised of private 

investments across a range of equity securities that position each investment for the most attractive risk-adjusted return 

specific to that opportunity. 

The investment strategies summarized above are not intended to be comprehensive. For more information regarding 

our investment strategies and the investment program of each client, please see the applicable offering and/or 

governing documents of such client.  

CERTAIN RISK FACTORS  

There can be no assurance that investors in a client will achieve their investment objectives or that investments in 

such client will be profitable. Each client’s investment strategy will involve a substantial degree of risk, including risk 

of complete loss. Nothing in this brochure is intended to imply, and no one is or will be authorized to represent, that 

our clients’ investment strategies will be low risk or risk free. These investment strategies will be appropriate only for 

sophisticated persons who fully understand and are capable of bearing the risks of investment. Prospective investors 

should consider the following risks, among others, before making any investment decisions. The various risks outlined 

below will not be the only risks associated with a client’s investment strategies and processes and will not necessarily 

apply to each investor. Investors are urged to consult with their own independent financial, legal and tax advisors 

before making any investment decisions. The following risks are qualified in their entirety by the risks set forth in 

the applicable offering and/or governing documents of each client.  

General Economic, Market and Regulatory Risks  

General Market and Economic Conditions. The success of our activities will be affected by and subject to general 

economic and market conditions, such as changes in interest rates, availability of credit, inflation rates, commodity 

prices, economic uncertainty, changes in laws (including laws relating to taxation of portfolio companies), trade 

barriers, sanctions, trade wars, tariffs, protectionist regulatory policies, currency exchange controls, national and 

international political circumstances and developments and other circumstances (including wars, epidemics and 

pandemics, terrorist acts, security operations, bank failures, disruptions in the financial services industry, and natural 

disasters), as well as changes in government policy precipitated by the foregoing. These and other factors may affect 

the level and volatility of securities prices, the correlations and relationships between the prices of various securities 

and the liquidity of client investments in ways that impair client or investor profitability and/or the valuation of 

portfolio companies or result in losses. Unpredictable or unstable market conditions may also result in reduced 

opportunities to find suitable investments to deploy capital or make it more difficult to exit and realize value from 

client investments. From time to time, including amidst the beginning of the COVID-19 global pandemic and during 

2008 and 2009, various markets around the world have experienced extreme periods of volatility, illiquidity, 

correlation with other markets, negative (or positive) performance and other disruptions and conditions that would 
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previously have been viewed as extremely unlikely or even impossible. Such market developments have led to large 

losses and insolvencies at numerous investment funds soon thereafter. For example, during the second half of 2008, 

the state of the worldwide economy deteriorated into a severe recession. Material changes and fluctuations in the 

economic environment, particularly of the type experienced since 2008 that caused significant dislocations, illiquidity, 

and volatility in the wider global economy, and the market changes that have resulted and may continue to result from 

the spread of COVID-19 and the recent adverse developments affecting the U.S, and international financial services 

industries, may effect our ability to make investments and the value of investments held by clients. Specifically, in 

March 2023, both Silicon Valley Bank (“SVB”) and Signature Bank were closed and swept into receivership by the 

Federal Deposit Insurance Corporation (the “FDIC”). In addition, First Republic Bank’s (“FRB”) credit rating was 

downgraded after securing billions in funds from other financial institutions to avoid closure, and Credit Suisse was 

rescued with a buy-out from UBS. Such failures led to depositors withdrawing their funds from these and other 

financial institutions, leading to severe market disruption and extreme volatility in the prices of the securities issued 

by financial institutions. A similar or even more severe economic recession (or depression) could result or occur from 

the global response to, and as a result of, future global events or circumstances, including pandemics, outbreaks of 

disease, outbreak of war, economic sanctions, high inflation rates and other material events. If so, or if a similar 

economic situation were to occur in the future, clients could experience a reduction in attractive investment 

opportunities and client investments could be materially impaired in many ways that cannot be predicted. The 

hostilities between Russia and Ukraine, and the sanctions and other actions taken by the United States and other 

countries in response to Russia’s invasion of Ukraine, have adversely affected worldwide economic and market 

conditions, and may continue to do so in the future. See “—General Economic and Regulatory Risks—Epidemics, 

Pandemics, and Public Health Issues.”  

There can be no assurance that general market developments in the future will not have a material adverse effect on 

clients. Clients and investors could incur material losses even if we or a portfolio company react(s) quickly to difficult 

market conditions, and there can be no assurance that clients will not suffer material losses and other adverse effects 

from rapid changes in market conditions in the future. Investors should realize that markets for the financial 

instruments in which clients invest can correlate strongly with each other (or cease to correlate) at times or in ways 

that are difficult for us or a portfolio company to predict. Even a well-analyzed approach may not protect clients from 

significant losses under certain market conditions.  

The particular or general types of market conditions in which clients may incur losses or experience unexpected 

performance volatility cannot be predicted, and clients may materially underperform other investment funds with 

substantially similar investment objectives and approaches. 

Disruption in the Financial Services Industry. Our ability to make investments, secure funding and engage in other 

transactions could be adversely affected by the actions and stability of other financial institutions. Financial services 

institutions are interrelated as a result of trading, clearing, counterparty and other relationships. As a result, defaults 

by, or even rumors or questions about, one of more financial service institutions, or the industry generally, have 

historically led to market-wide liquidity problems. Losses of depositor, creditor and counterparty confidence could 

lead to losses or defaults by the funds or other institutions. In response to the bank failures at SVB and Signature Bank 

and the resulting market reaction, the Secretary of the Treasury, the Federal Reserve and the FDIC indicated that all 

depositors of SVB and Signature Bank would have access to all deposits by utilizing the Deposit Insurance Fund, 

including bridge banks to assume all of the deposit obligations of the failed banks, while leaving unsecured lenders 

and equity holders of such institutions exposed to such losses. The Federal Reserve also created the Bank Term 

Funding Program to ensure banks have the ability to meet the needs of their depositors. There is no guarantee that the 

Department of Treasury, FDIC and the Federal Reserve will provide access to uninsured funds in the future in the 

event of the closure of other financial institutions (or do so in a timely fashion) and it is uncertain whether these steps 

by the government will be sufficient to calm the financial markets, reduce the risk of significant depositor withdrawals 

at other institutions and thereby reduce the risk of additional bank failures. 

Counterparty Risks. We enter into many transactions with third parties (i.e., borrowers, custodians, etc.) in which the 

failure or delay of the third party to perform its obligations under a contract with a fund could have a material adverse 

effect on such fund. Because of the large number of entities and jurisdictions involved and the range of possible factual 

scenarios involving the insolvency of a counterparty, it is impossible to generalize about the effect of a counterparty’s 

insolvency on us, our clients’ and their assets. Changing circumstances and market conditions, generally beyond our 

control, could impair our ability to access our existing cash, cash equivalents or investments. Investors should assume 

that the insolvency of any of our financial institutions or other counterparties would result in the loss of all or a 

substantial portion of our clients’ assets held by such financial institution or counterparty. Braemont maintains deposit 

accounts for the funds with both SVB and FRB. We currently have no funds deposited at SVB and our existing 
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deposits with FRB are fully protected by the $250,000 FDIC insurance limit. Given the volatility in the broader 

financial institution markets, we have opened accounts (and are in the process of opening others) with JP Morgan 

Chase Bank (“JP Morgan”). While we are transitioning our primary banking relationship to JP Morgan, we will 

continue to maintain our accounts with SVB and FRB and may continue to maintain such accounts in the future or 

open and maintain accounts at another financial institution in an effort to mitigate any contingencies to our banking 

relationship with JP Morgan. We believe that maintaining strong relationships with multiple financial institutions will 

help ensure we remain well-positioned to minimize potential risks. If any of the funds’ financial institutions or 

counterparties were to be placed into receivership, there is no guarantee that the Department of the Treasury, the 

Federal Reserve or the FDIC will intercede to provide the funds or other depositors with access to balances in excess 

of the $250,000 FDIC insurance limit, that the funds’ would be able to access their existing cash, cash equivalents or 

investments, or that the funds would be able to adequately fund investments, any of which could have a material 

adverse effect on the funds and/or the investors. Any losses would be borne by the investors. In addition, if any of our 

counterparties are unable to access funds pursuant to such instruments or lending arrangements with such a financial 

institution, such parties’ ability to pay their obligations to us or to enter into new commercial arrangements requiring 

additional payments to us could be adversely affected. In this regard, counterparties to credit agreements and 

arrangements with banks in receivership, and third parties such as beneficiaries of letters of credit (among others), 

may experience direct impacts from the closure of such financial institutions and uncertainty remains over liquidity 

concerns in the broader financial services industry. 

Force Majeure Risks. Force majeure is the term generally used to refer to an event beyond the control of the party 

claiming that the event has occurred, including acts of God, fire, flood, weather, earthquakes, war, terrorism, labor 

strikes, outbreaks of disease and potentially other events or occurrences. Force majeure events in the United States 

and elsewhere in the world may adversely affect the ability of clients, us, affiliates or agents or the parties with whom 

they do business to perform their respective obligations, under a contract or otherwise. In addition, dealing with any 

force majeure event will divert our time and effort, and the cost of repairing or replacing damaged assets could be 

considerable. Repeated or prolonged service interruptions may result in permanent loss of customers, substantial 

litigation, or penalties for regulatory or contractual non-compliance. In some cases, project agreements can be 

terminated if the force majeure event is so catastrophic as to render it incapable of remedy within a reasonable, pre-

agreed time period. Force majeure events that are impossible or costly to cure may also have a permanent adverse 

effect on clients or a portfolio company, and a client’s potential returns would be diminished as a result. In particular, 

the hostilities between Russia and Ukraine, and the sanctions imposed or announced by the United States and various 

other countries in response to such hostilities, could adversely affect the worldwide economy and the investment 

activities of clients.  

Terrorist Attacks, War and Natural Disasters. Terrorist activities, anti-terrorist efforts, armed conflicts involving the 

United States or its interests abroad and natural disasters may adversely affect the United States, its financial markets 

and global economies and markets and could prevent clients from meeting their respective investment objectives and 

other obligations. The potential for future terrorist attacks, the national and international response to terrorist attacks, 

other acts of war or hostility and recent natural disasters have created many economic and political uncertainties in 

the past and may do so in the future, which may adversely affect the United States and world financial markets and 

clients for the short or long-term in ways that cannot presently be predicted. 

In February 2022, an armed conflict escalated between Russia and Ukraine and Russia invaded Ukraine. In response 

to such invasion, the United States, the European Union and many other countries and organizations have announced 

various sanctions against Russia and various Russian persons and companies. The sanctions announced by the U.S. 

and other countries to date include restrictions on selling or importing goods, services, or technology in or from 

affected regions and travel bans and asset freezes impacting connected individuals and political, military, business 

and financial organizations in Russia. The U.S. and other countries could impose wider sanctions and take other 

actions should the conflict further escalate. It is not possible to predict the broader consequences of this conflict, which 

could include further sanctions, embargoes, regional instability, geopolitical shifts and adverse effects on 

macroeconomic conditions, currency exchange rates and financial markets, all of which could impact any client’s or 

portfolio company’s business, financial condition and results of operations. 

Geopolitical Risks. An unstable geopolitical climate and continued threats of terrorism could have a material effect 

on general economic conditions, market conditions and market liquidity. The continued threat of terrorism and the 

impact of military or other action have led to and will likely lead to increased volatility in prices for oil and gasoline 

and could affect certain investments financial results. Further, the United States government has issued public 

warnings indicating that energy assets might be specific targets of terrorist organizations. As a result of such a terrorist 

attack or of terrorist activities in general, such investments may not be able to obtain insurance coverage and other 
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endorsements at commercially reasonable prices or at all. Additionally, a serious pandemic, recent bank failures, 

government shutdown, work stoppage, or a natural disaster could severely disrupt the global, national and/or regional 

economies. A resulting negative impact on economic fundamentals and consumer confidence may increase the risk 

of default with respect to particular investments of our clients, negatively impact market value, increase market 

volatility and cause credit spreads to widen and reduce liquidity, all of which could have an adverse effect on our 

clients’ returns and ability to make new investments. No assurance can be given as to the effect of these events on the 

value of or markets for investments. 

Governmental Intervention. In 2008, the global financial markets underwent disruptions that led to certain 

governmental intervention. The COVID-19 global pandemic as well as the recent volatility in the bank industry has 

also led and will likely continue to lead to substantial governmental intervention (both in the United States and 

abroad), including massive stimulus programs and intervention to secure confidence in the banking system. Such 

intervention, in certain cases, was or is being implemented on an “emergency” basis, suddenly and substantially 

eliminating market participants’ ability to continue to implement certain strategies or manage the risk of their 

outstanding positions. In addition, these interventions were or are typically unclear in scope and application, resulting 

in confusion and uncertainty which in itself can be materially detrimental to the efficient functioning of the markets 

as well as previously successful investment strategies. If governmental intervention programs are unwound, there 

could likewise be uncertainty and adverse effects on the markets. In the case of any future market disruptions, it is 

impossible to predict what interim or permanent governmental restrictions (or easing of restrictions) may be imposed 

on the markets or the effect of such restrictions on our or our clients’ investment strategies. Additionally, it is expected 

that legislation regarding bank reform will be forthcoming given the turmoil in the markets. 

Public Health Risk. We, our clients and our respective affiliates and service providers could be adversely affected by 

the effects of a widespread outbreak of contagious disease, such as the novel coronavirus (“COVID‐19”) pandemic. 

Public health crises can develop rapidly and unpredictably, which may prevent governments, asset managers, 

companies or others (including us, the general partners, the clients or the clients’ investments) from taking timely or 

effective steps to mitigate or reduce any adverse impacts to the clients and their investments. The extent and duration 

of any such impacts will depend on future developments, which are highly uncertain and cannot be predicted at this 

time. 

Any outbreak of contagious diseases and other adverse public health developments, together with any resulting 

disruptions or restrictions on travel, quarantines or “stay‐at‐home” orders, social distancing policies and/or quarantines 

imposed or recommended by governments and private parties in the jurisdictions where we, the clients and or their 

investments are based (together, the “Isolation Measures”), could have a material and adverse effect on the clients and 

their investments, including by disrupting or otherwise adversely affecting the human capital, business operations or 

financial resources of us, the clients, the general partners, investments, or their respective service providers (which 

could, in turn, adversely impact the ability of such service providers to fully support the administration and operations 

of us, the general partners, the clients or investments). 

In addition, a significant outbreak of contagious diseases in the human population, and any containment or other 

remedial measures imposed (including Isolation Measures), may result in a widespread health crisis that could 

severely disrupt global, national and/or regional economies and financial markets and cause an economic downturn 

that could adversely affect the performance of the funds and/or their investments. Although the long‐term economic 

fallout of the COVID‐19 pandemic is difficult to predict, it is likely to continue to contribute to market volatility and 

lead to an economic slowdown given the disruption to supply chains across sectors and industries worldwide, which 

may reduce investment activity more generally and materially and adversely affect the clients and/or their investments. 

The applicability, or lack thereof, of force majeure provisions could also come into question in connection with 

contracts that the clients and/or their subsidiaries and investment entities may enter into, which could ultimately work 

to their detriment. To the extent an epidemic or pandemic, including COVID‐19, is present in jurisdictions in which 

we have offices or other operations or investments, it could affect the ability of us and our affiliates to operate 

effectively, including the ability of personnel to function, communicate and travel to the extent necessary to carry out 

the investment strategies and objectives of the clients. 

The performance of the clients may also be affected by particular issues affecting companies, regions or sectors of 

their investments. The extent of any such impacts will depend on future developments, which are highly uncertain 

and cannot be predicted at this time. There are no comparable recent events in the United States or globally that 
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provide guidance as to the effect of the spread of a pandemic such as COVID‐19 on the economy as a whole and the 

specific sectors in which the clients may invest.  

In addition, the risks associated with a pandemic, epidemic or other widespread outbreak of a contagious disease may 

make it more likely that investors in a fund fail to fund their subscription obligations or make required capital 

contributions or other payments when due, in which case such client’s ability to complete its investment strategy, 

satisfy credit facility borrowing covenants or obligations or otherwise continue operations may be impaired. A default 

by one or more investors with substantial commitments could leave a client with insufficient capital to meet its funding 

obligations, and would limit opportunities for investment diversification and likely reduce returns to such client. 

Prospective investors should note that any information provided regarding the most recent valuations of an investment, 

including our historical investments and assets under management, was determined and relates to periods after the 

widespread outbreak of COVID‐19. Given the levels of uncertainty, economic and financial market disruptions and 

volatility in connection with the outbreak, it is possible recent valuations and/or current or prior performance of prior 

clients and their investments could be adversely impacted for current and future periods (at least in the short term). 

Inflation. The rate of inflation has increased meaningfully as compared to recent years and it is currently expected 

that it may remain high or elevated or continue to increase or remain elevated in the future, especially given the recent 

market turmoil as a result of the crises in the financial services industry. Inflation and rapid fluctuations have in the 

past had and are currently having negative effects on economies and financial markets, particularly in emerging 

economies. For example, if a portfolio company is unable to increase its revenue in times of higher inflation, its 

profitability may be adversely affected. Portfolio companies may have revenues linked to some extent to inflation, 

including, without limitation, by government regulations and contractual arrangement. As inflation rises, a portfolio 

company may earn more revenue but may incur higher expenses. As inflation declines, a portfolio company may not 

be able to reduce expenses commensurate with any resulting reduction in revenue. Furthermore, wages and prices of 

inputs increase during periods of inflation, which can negatively impact returns on investments. In an attempt to 

stabilize inflation, countries may impose wage and price controls or otherwise intervene in the economy. 

Governmental efforts to curb inflation often have negative effects on the level of economic activity. If inflation were 

to continue at the current level or rise at rates higher than those anticipated in underwriting clients’ investments, the 

effective rate of return on such investments may be reduced. Past governmental efforts to curb inflation have also 

involved more drastic economic measures that have had a materially adverse effect on the level of economic activity 

in the countries where such measures were employed. There can be no assurance that inflation will not become a more 

serious problem in the future and have an adverse impact on the returns generated by clients and investors.  

Sanctions Compliance Considerations. Economic sanction laws in the United States and other jurisdictions may 

prohibit or otherwise restrict clients, us and portfolio companies and their respective officers, directors and employees 

from engaging in transactions in or relating to certain countries and relating to certain individuals and entities. In the 

United States, the U.S. Department of the Treasury’s Office of Foreign Asset Control (“OFAC”) and U.S. Department 

of State administer and enforce laws, executive orders and regulations establishing U.S. economic and trade sanctions. 

Such sanctions prohibit, among other things, transactions with, and the provision of services to, certain foreign 

countries, territories, entities and individuals. These persons and entities include specially designated nationals and 

other persons and entities targeted by OFAC sanctions programs. The lists of OFAC restricted countries, territories, 

persons and entities, including the List of Specially Designated Nationals and Blocked Persons, as such list may be 

amended from time to time, can be found on the OFAC website at www.treas.gov/ofac. In addition, certain programs 

administered by OFAC prohibit dealing with individuals or entities in certain countries regardless of whether such 

individuals or entities appear on the lists maintained by OFAC. These types of sanctions and similar laws and 

regulations in non-U.S. jurisdictions may significantly restrict client direct or indirect investment activities in certain 

countries. The economic sanctions and related laws of different jurisdictions in which any client makes investments 

also may conflict with one another, such that compliance with all applicable laws may be difficult. Failure by us, 

clients or portfolio companies to comply with OFAC or other relevant sanctions could have serious legal and 

reputational consequences, including civil and criminal penalties. 

Cybersecurity Risks. We, our clients and our respective affiliates and service providers depend on information 

technology systems and, notwithstanding the diligence that we or our affiliates may perform on its or our clients’ 

service providers, it may not be in a position to verify the risks or reliability of such information technology systems. 

We, our clients and our respective affiliates and service providers are subject to risks associated with a breach in 
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cybersecurity. “Cybersecurity” is a generic term used to describe the technology, processes and practices designed to 

protect networks, systems, computers, programs and data from both intentional cyber-attacks and hacking by other 

computer users as well as unintentional damage or interruption that, in either case, can result in damage and disruption 

to hardware and software systems, loss or corruption of data, and/or misappropriation of confidential information. 

We, our affiliates and our information and technology systems are vulnerable to damage or interruption from computer 

viruses, network failures, computer and telecommunication failures, infiltration by unauthorized persons and security 

breaches, usage errors by their respective professionals, power outages and catastrophic events such as fires, 

tornadoes, floods, hurricanes and earthquakes. Although we have implemented various measures to manage risks 

relating to these types of events, if these systems are compromised, become inoperable for extended periods of time 

or cease to function properly, we or an affiliate may have to make a significant investment to fix or replace them. The 

failure of these systems and/or of disaster recovery plans for any reason could cause significant interruptions in our, 

our client’s or any of our respective affiliates’ operations and result in a failure to maintain the security, confidentiality 

or privacy of sensitive data, including personal information relating to investors (and the beneficial owners of 

investors). Such a failure could harm our or our affiliates’ reputation, subject any such entity and their respective 

affiliates to legal claims and otherwise affect its business and financial performance. Such damage or interruptions to 

information technology systems may cause losses to our clients or individual investors by interfering with the 

operations of us and our affiliates (or their service providers). Our clients may also incur substantial costs as the result 

of a cybersecurity breach, including those associated with forensic analysis of the origin and scope of the breach, 

increased and upgraded cybersecurity, identity theft, unauthorized use of proprietary information, litigation, adverse 

investor reaction, the dissemination of confidential and proprietary information and reputational damage. Any such 

breach could expose our clients, us and our respective affiliates to civil, legal or regulatory liability as well as 

regulatory inquiry and/or action, and our clients may be required to indemnify us and our affiliates against any losses 

incurred in connection therewith. Cybersecurity issues and risks are currently a major focus area of the SEC and other 

regulatory authorities. 

Privacy, Data Protection and Information Security Compliance Risk. Compliance with current and future (i) 

privacy, data protection and information security laws and (ii) league rules regarding the use and disclosure of 

confidential information could significantly impact current and planned privacy and information security related 

practices, the collection, use, sharing, retention and safeguarding of personal data and any client’s current and planned 

business activities and as such could increase costs for such clients or funds or their or our ability to disclose certain 

investment information to its investors. A failure to comply with such laws, regulations and league rules could result 

in fines, sanctions or other penalties, which could materially and adversely affect the results of operations of our 

clients, as well as have an impact on a client’s ability to make future investments. 

Portfolio companies and investments in which our clients invest are or may be subject to laws and regulations related 

to privacy, data protection and information security in the jurisdictions in which they operate or do business. As 

privacy, data protection and information security laws and regulations are implemented, interpreted and applied, 

compliance costs may increase, particularly in the context of ensuring that adequate data protection and data transfer 

mechanisms are in place.  

California has passed the California Consumer Privacy Act of 2018 (the “CCPA”). The CCPA generally applies to 

businesses that collect personal information about California consumers, and either meet certain thresholds with 

respect to revenue or buying and/or selling consumers’ personal information. The CCPA imposes stringent legal and 

operational obligations on such businesses as well as certain affiliated entities that share common branding. The CCPA 

is enforceable by the California Attorney General. Additionally, if unauthorized access, theft or disclosure of a 

consumer’s personal information occurs, and the business did not maintain reasonable security practices, consumers 

could file a civil action (including a class action) without having to prove actual damages. Statutory damages range 

from $100 to $750 per consumer per incident, or actual damages, whichever is greater. The Attorney General also 

may impose civil penalties ranging from $2,500 to $7,500 per violation.  

The European Union (the “EU”) data protection law currently in effect is in the form of the General Data Protection 

Regulation (EU 2016/679) (the “GDPR”), which took direct effect across the EU member states on May 25, 2018. 

The GDPR seeks to harmonize national data protection laws across the EU, while at the same time, modernizing the 

law to address new technological developments. The GDPR notably has a greater extra-territorial reach than pre-

existing legislation and has a significant impact on data controllers and data processors (i) with an establishment in 

the EU, (ii) which offer goods or services to EU data subjects or (iii) which monitor EU data subjects’ behavior within 

the EU. The GDPR imposes more stringent operational requirements on both data controllers and data processors and 
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introduces significant penalties for non-compliance, with fines of up to 4% of total annual worldwide revenue or €20 

million (whichever is higher), depending on the type and severity of the breach.  

Other jurisdictions, including other U.S. states, have proposed or are considering similar privacy laws, which if 

enacted could impose similarly significant costs, potential liabilities and operational and legal obligations. Such 

privacy laws and regulations are expected to vary from jurisdiction to jurisdiction, thus increasing costs and 

operational and legal burdens on regulated entities. Further, compliance with current and future privacy laws could 

significantly impact current and planned privacy and information security related practices, the collection, use, 

sharing, retention and safeguarding of personal data and some of our current and planned business activities. Any 

such privacy law could materially and adversely affect the results of operations and overall business of our clients 

and/or their investments, as well as have a negative impact on their respective performance. 

Future Use of LIBOR. The elimination of the London Inter‐Bank Offered Rate (“LIBOR”) may adversely affect the 

interest rates on and value of assets and liabilities of clients. In 2017, the Chief Executive of the UK Financial Conduct 

Authority (“FCA”), announced the FCA’s intention to cease compelling banks to provide the quotations needed to 

sustain LIBOR from the end of 2021. On March 5, 2021, the FCA and LIBOR’s administrator, ICE Benchmark 

Administration (“IBA”), announced that most LIBOR settings will no longer be published after the end of 2021 and 

a majority of U.S. dollar LIBOR settings will no longer be published after June 30, 2023. It is possible that the FCA 

may compel the IBA to publish a subset of LIBOR settings after these dates on a “synthetic” basis, but any such 

publications would be considered non‐representative of the underlying market. Actions by regulators have resulted in 

the establishment of alternative reference rates to LIBOR in most major currencies. The U.S. Federal Reserve, based 

on the recommendations of the New York Federal Reserve’s Alternative Reference Rate Committee (comprising 

major derivative market participants and their regulators), has begun publishing a Secured Overnight Funding Rate 

that is intended to replace U.S. dollar LIBOR. Proposals for alternative reference rates for other currencies have also 

been announced or have already begun publication. Markets are slowly developing in response to these new rates, and 

questions around liquidity in these rates and how to appropriately adjust these rates to eliminate any economic value 

transfer at the time of transition remain a significant concern. It is difficult to predict the impact of the transition away 

from LIBOR on clients. The transition process may involve, among other things, increased volatility or illiquidity in 

markets for instruments that currently rely on LIBOR. The transition may also result in a reduction in the value of 

certain LIBOR‐based investments held by clients, such as hedges. Any such effects of the transition away from 

LIBOR, as well as other unforeseen effects, could result in losses for clients. Since the usefulness of LIBOR as a 

benchmark could also deteriorate during the transition period, effects could occur at any time. 

Risks Related to the Fund’s Investments  

Nature of Investments. Certain companies in which clients invest (including U.S. middle market companies) may be 

unseasoned, unprofitable or lack established operating histories or earnings, and may lack technical, marketing, 

financial and other resources. These companies may be dependent upon the success of one product or service, a unique 

distribution channel or the effectiveness of its manager or management team. The failure of this one product, service 

or distribution channel or the loss or ineffectiveness of a key executive or executives within the management team 

may have a materially adverse impact on such companies. Furthermore, these companies may be more vulnerable to 

competition and to overall economic conditions than larger, more established entities. Although clients expect to 

invest in companies with some operational history, they may invest at earlier stages, including the start-up stage. 

Particularly in early stage enterprises, a major risk exists that a proposed service or product cannot be developed 

successfully with the resources available to the portfolio company. There is no assurance that the development efforts 

of any portfolio company will be successful or, if successful, will be completed within the budget or time period 

originally estimated. 

In general, the financial and operating risks confronting these types of companies can be significant, and while targeted 

returns should reflect the perceived level of risk in the underlying investment, there can be no assurance that clients 

will be adequately compensated for the level of risk taken. A loss of principle is possible. Further, the timing of profits 

is uncertain, and there is no guarantee that we will be able to execute on our strategies.  

Investments in Private Companies. Our clients’ investment portfolios consist primarily of securities issued by 

privately held entities for which no established market exists, and operating results in a specified period will be 

difficult to predict. Little public information exists about many private portfolio companies, and we will be required 
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to rely on its diligence efforts to obtain adequate and sufficient information to evaluate the potential risks and returns 

involved or associated with investing in such companies. Income or inaccurate information could impact or effect 

both initial and ultimate valuations of our clients’ investments. Therefore, the risk that we may invest on the basis of 

incomplete or inaccurate information may adversely affect our clients’ investment performance. The uncertainty 

regarding information about our prospective investments involves a high degree of business and financial risk and 

subjects our clients to greater risk than investments in publicly-traded companies.  

Growth Equity Transactions. Clients will pursue growth-equity investments. While growth-equity investments offer 

the opportunity for significant capital gains, such investments may involve a higher degree of business and financial 

risk that can result in substantial or total loss. Growth-equity portfolio companies may operate at a loss or with 

substantial variations in operating results from period to period, and many will need substantial additional capital to 

support additional research and development activities or expansion, to achieve or maintain a competitive position, 

and/or to expand or develop management resources. Growth-equity portfolio companies may face intense competition, 

including from companies with greater financial resources, better brand recognition, more extensive development, 

marketing and service capabilities and a larger number of qualified managerial and technical personnel. 

Long Term Investment. An investment in any client will be a long-term commitment and there is no assurance of any 

distribution to investors. Pursuant to the provisions of the applicable partnership agreement, we (or liquidator or other 

representative appointed in accordance with the applicable partnership agreement, as applicable) may distribute, 

allocate or transfer assets to liquidating accounts or similar vehicles which may have the effect of extending the period 

during which investors have exposure to client investments. In addition, when selling or similarly disposing of 

portfolio securities, a client may (as a commercial matter) be required to undertake tax or other indemnification 

obligations with terms extending beyond the ordinary term of the client, with the result that such client may retain 

assets during an extended liquidation period to help ensure satisfaction of such obligations before such client’s final 

termination. 

Identification of Suitable Investment Opportunities. Our clients’ success will depend primarily upon the 

identification and availability of suitable investment opportunities. The business of identifying and structuring private 

equity investments is highly competitive and involves a high degree of uncertainty and risk. There generally is little 

or no publicly available information regarding the status and prospects of companies in which our clients investor is 

considering an investment. Many investment decisions by us and the general partner of our clients are dependent upon 

the ability of us and the general partners of our clients and our agents to obtain relevant information from non-public 

sources, and we often are required to make decisions without complete information or in reliance upon information 

provided by third parties that is impossible or impracticable to verify. The availability of investment opportunities is 

subject to market conditions and certain other factors that are outside of our control or the control of the general 

partners of our clients. Investors in our clients may never be fully invested if we cannot or do not identify enough 

sufficiently attractive investments during a client’s investment period. There can be no assurance that we will be able 

to identify sufficient attractive investment opportunities to meet our clients’ investment objectives or that our clients’ 

investors will be able to participate in any such investment opportunities.  

Competition for Investments. Our clients compete for the acquisition of investments with other investors, some of 

which will have more resources than our clients or us. Such competitors may include investment funds as well as 

individuals, large publicly-traded companies, financial institutions and other institutional investors. Further, over the 

past several years, an ever-increasing number of private investment funds have been formed (and many existing funds 

have grown in size). In addition, the availability of investment opportunities generally will be subject to market 

conditions as well as, in some cases, the prevailing regulatory or political climate. 

Limited Diversification. Clients will only make a limited number of investments and their investments are expected 

to be concentrated in relatively few companies, industries, markets, regions or other attributes or characteristics. Such 

non-diversification or concentration would make clients more susceptible to risks associated with a single economic, 

political or regulatory occurrence than a more diversified portfolio might be. A client could be subject to significant 

losses if it holds a relatively large position in a single company, industry, market, geographic area, country or a 

particular type of portfolio investment that declines in value, and the losses could increase further if investments 

cannot be liquidated without adverse economic or market reaction or are otherwise adversely affected by changes in 

market conditions or circumstances. In certain cases, a client may acquire majority or greater interests in companies, 

which could further increase the vulnerability of the portfolio. Furthermore, investors should be aware that we may 
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cause a client to invest a significant portion of its portfolio in a single portfolio company investment. If a client invests 

a significant portion of aggregate commitments in a single portfolio company prior to the final closing date and such 

investment is impaired or declines in value, such client’s ability to raise additional capital from investors could be 

impaired, and thus existing investors could be subject to significantly greater losses as a result. Furthermore, we may 

elect to exclude any investor admitted to client at a subsequent closing from participating in such an investment, in 

which case existing investors at the time of such investment would bear a disproportionate loss. 

Dependence on Patents, Trademarks and Other Intellectual Property. Certain of the companies in which our clients 

invest will depend heavily on intellectual property (“IP”) rights, including patents, copyrights, trade secrets, 

trademarks and servicemarks. The ability to effectively enforce patent, trademark and other IP laws will affect the 

value of many of these companies. IP disputes are frequent and can preclude commercialization of products, and IP 

litigation is costly and could subject a portfolio company to significant liabilities to third parties. The presence of 

patents or other proprietary rights belonging to other parties may lead to the termination of the research and 

development of a portfolio company’s particular product. There can be no assurance that our clients or a portfolio 

company will be able to protect its own IP rights or will have the financial resources to do so, or that competitors will 

not develop technologies substantially equivalent or superior to a company’s technologies. Unauthorized access or 

theft of proprietary information may make a portfolio company or its products and services less valuable and more 

vulnerable to malicious attack. While piracy adversely affects portfolio company revenue in all jurisdictions, the 

impact on revenue from outside the U.S. is significant, particularly in countries where laws are less protective of IP 

rights. The absence of harmonized patent laws makes it more difficult to ensure consistent respect for the patent rights 

of portfolio companies. Reductions in the legal protection for software IP rights could adversely affect portfolio 

companies. 

Risks Related to Investments in the Technology Sector. Our clients will or may make equity and equity-related 

investments in technology-oriented portfolio companies. These companies will generally be small and less-seasoned 

and their equity securities will tend to be more volatile than the overall stock market. As a result, events affecting 

these companies, for example, intellectual property issues (including litigation over proprietary rights to technology), 

product roll-out delays or failures, rapid obsolescence, constant technical innovation, shifting technical standards, 

government regulation, new social trends, disproportionately large research budgets, marketing expenses and market 

penetration by competitors and the inability to attract and retain qualified technical and managerial employees, will 

affect the value of our clients’ portfolios. In some instances, laws or regulations have been adopted or proposed that 

may pose material challenges to technology-oriented companies’ respective business models. There can be no 

assurance that laws or regulations will not be passed that will have a material adverse effect on any of our client’s 

portfolio companies. 

Technological and Scientific Innovations. Recent technological and scientific innovations have disrupted numerous 

established industries and those with incumbent power in them. As technological and scientific innovation continues 

to advance rapidly, it could impact one or more of our client’s strategies. Moreover, given the pace of innovation in 

recent years, the impact on a particular investment may not have been foreseeable at the time our client made the 

investment. Furthermore, we could base investment decisions on views about the direction or degree of innovation 

that prove inaccurate and lead to losses. 

Investments in the Media Industry. Our clients may make investments in portfolio companies involved in the media 

business or that are materially reliant upon the media business. The media business is subject to risks of adverse 

government regulation. Such regulation and legislation are subject to the political process and have been in flux over 

the past decade. Further material changes in the law and regulatory requirements must be anticipated, and there can 

be no assurance that the business of our clients’ portfolio companies will not be adversely affected by future 

legislation, new regulation or deregulation. In addition, competitive pressures within the media-related industries are 

intense, and the securities of such portfolio companies can be subject to significant price volatility. Because the media-

related industries are also subject to rapid and significant changes in technology, portfolio companies in these 

industries could face competition from technologies being developed or to be developed in the future by other entities, 

which could render such companies’ products and services obsolete. 

Investments in the Communications Industry. Our clients may make investments in portfolio companies involved or 

operating in the communications industry. Communications companies in developed and emerging countries are 

undergoing significant changes mainly due to evolving levels of governmental regulation or deregulation as well as 

the rapid development of communication technologies. Competitive pressures within the communications industry 

are intense, and the securities of communications companies may be subject to significant price volatility. In addition, 

because the communications industry is subject to rapid and significant changes in technology, the companies in this 
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industry that our clients may invest in will face competition from technologies being developed or to be developed in 

the future by other entities, which may make such companies’ products and services obsolete. 

Telecommunications Sector Risk. The telecommunications market is characterized by increasing competition and 

regulation. Portfolio companies that operate in the telecommunications sector may encounter distressed cash flows 

due to the need to commit substantial capital to meet increasing competition, particularly in formulating new products 

and services using new technology. Technological innovations may make the products and services of 

telecommunications companies obsolete. Any such events may adversely affect our clients’ investments in the 

telecommunications industry. 

FCC Attribution Risk. The United States Federal Communications Commission (the “FCC”) has promulgated a 

number of rules that restrict the ability of an entity to hold multiple or cross-interests in various communications 

companies. These rules affect investments in media companies, such as broadcast television and radio stations and 

networks and daily newspapers. Our clients may invest in these areas. The partnership agreements of our clients will 

contain provisions designed to ensure, to the extent possible, that our clients’ investors are not deemed to hold an 

“attributable ownership interest” in any portfolio company subject to the FCC rules and regulations that determine the 

attributable status of our clients’ investors based upon compliance with FCC criteria designed to insulate our clients’ 

investors from any material involvement, direct or indirect, in the management or operation of the media or common 

carrier activities of our clients. Such provisions will generally preclude our clients’ investors from engaging in any 

activities with respect to our clients or any such portfolio company that would be deemed inconsistent with such FCC 

rules, regulations and policies regarding the “insulation” of limited partners. 

Regulated Industries. Our clients may be subject to certain restrictions when considering investments in regulated 

industries. As a result, our clients’ general partners may restrict or limit transactions or exercise of rights for our clients 

or limit the amount of voting securities purchased by our clients or restrict the type of governance rights it acquires 

or exercises in connection with its investments in regulated industries. In addition, regulatory changes could occur 

during the term of a client that may materially and adversely affect such client. 

Customer and Supplier Concentration. Certain portfolio companies are reliant on a limited number of customers or 

suppliers, the loss of any one of which can have materially adverse effects on such companies.  

Micro, Small and Medium Capitalization Companies. Our clients will make investments in securities of micro- and 

smaller-capitalization companies that involve higher risks in some respects than do investments in securities of larger 

“blue-chip” companies. For example, prices of securities of micro- and small-capitalization and even medium-

capitalization companies are often more volatile than prices of securities of large-capitalization companies and may 

not be based on standard pricing models that are applicable to securities of large-capitalization companies. 

Furthermore, the risk of bankruptcy or insolvency of many smaller companies (with the attendant losses to investors) 

may be higher than for larger, “blue-chip” companies. Finally, due to thin trading in the securities of some micro- and 

small-capitalization companies, an investment in those companies may be illiquid. 

Less Established Companies. Clients make investments in companies that are in a conceptual or relatively early stage 

of development. These companies are often characterized by short operating histories, new technologies and products, 

quickly evolving markets and management teams that may have limited experience working together, all of which 

enhance the difficulty of evaluating these investment opportunities. The management of such companies will need to 

implement and maintain successful marketing, finance, personnel and other operational strategies in order to become 

and remain successful. Other substantial operational risks to which such companies are subject include uncertain 

market acceptance of the company’s products or services, a high degree of regulatory risk for new or untried and/or 

untested business models, products and services, high levels of competition among similarly situated companies, 

lower capitalizations and fewer financial resources and the potential for rapid organizational or strategic change. In 

addition, such companies may not be profitable at the time of investment and may experience substantial fluctuations 

in their operating results. The success of such companies may also depend on the management talents and efforts of 

one person or a small group of persons whose death, disability or resignation would adversely affect their businesses. 

Relative to more mature companies, emerging companies often have not yet developed comprehensive legal, 

regulatory, financial audit, control and similar compliance capabilities. This will make it more difficult for us to 

conduct diligence upon prospective portfolio companies and to monitor companies in which our clients have invested, 

which enhances the risks that otherwise successful portfolio companies will experience adverse consequences due to 
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violations of legal, regulatory or similar obligations. It also enhances the risks that portfolio companies or our clients 

will experience adverse consequences due to intentional wrongdoing by portfolio company personnel or third parties. 

In addition to the risks above, emerging technology companies are subject to risks based on the characteristics of the 

industry, including the possibility that rapid technological developments may render a company’s technology obsolete, 

uneconomical or uncompetitive prior to the company achieving profitability.  

The public market for technology and other emerging growth companies is extremely volatile. Any such investments 

in emerging companies are considered highly speculative and are more likely to result in the loss of such client’s entire 

investment. 

Late-Stage Investments and Access to Public Markets. It is anticipated that a portion of our clients’ investment 

portfolios may consist of securities issued by companies that expect to go public within a relatively short period of 

time. However, there can be no guarantee that any portfolio company investment will result in a liquidity event via 

public offering on the anticipated timeline, or at all. In addition, certain of our clients’ portfolio companies may choose 

to access the public markets through non-traditional means, including direct listings, which may not be successful or 

may lead to increased volatility in the trading price of their securities. Because there is no marketed offering conducted 

as part of a direct listing, a market for the securities may not develop as anticipated, or at all. Accessing the public 

markets through non-traditional means, such as a direct listing, has and may continue to draw questions from 

regulators and could subject any client portfolio company attempting such strategy to additional cost and uncertainty 

as it navigates the evolving landscape. 

Publicly Traded Companies. A portion of our clients’ investment portfolios may consist of securities issued by 

publicly traded companies (e.g., as the result of an initial public offering effected by a previously private portfolio 

company, acquisition of a private portfolio company by a publicly traded company or a direct investment in publicly 

traded securities). The fact that a portfolio company is publicly traded will not necessarily reduce the business and 

other risks associated with an investment in such company. Investments in publicly traded companies often are subject 

to other risks, such as increased risks of litigation and greater securities law and other regulatory burdens, as well as 

risks associated with “insider trading” and similar rules. 

Portfolio Company Approvals. Certain of our clients may invest in portfolio companies that require certain approvals 

in connection with their businesses. For example, portfolio companies operating in the automobile industry may be 

required to obtain manufacturer approval in connection with acquisitions and other business activities. Obtaining such 

manufacturer approvals may take a significant amount of time, and there is no assurance that manufacturers will 

approve these activities timely, if at all, which could significantly impair the execution of the strategies of such 

portfolio companies and negatively affect our clients’ performance. 

Need for Additional Capital. Certain of our clients’ portfolio companies may require additional financing, funding or 

investments to satisfy their working capital requirements or acquisition strategies. The amount of such additional 

financing needed will depend upon the maturity and objectives of the particular portfolio company. Each round of 

financing (whether from our clients or other investors) is typically intended to provide a portfolio company with 

enough capital to reach the next major corporate milestone. If the funds provided are not sufficient, a company may 

have to raise additional capital at a price unfavorable to the existing investors. The availability of capital is generally 

a function of capital market conditions that are beyond the control of our client or any portfolio company. There can 

be no assurance that the portfolio companies will be able to predict accurately the future capital requirements 

necessary for success or that additional funds will be available from any source. The failure of any client to make any 

such additional investments in a portfolio company may result in a lost opportunity for such client to increase its 

participation in a successful portfolio investment or the dilution of such client’s ownership in a portfolio company. 

Bridge Financings. From time to time, our clients may lend to portfolio companies on a short-term, unsecured basis, 

or otherwise invest on an interim basis in companies in anticipation of a future issuance of equity or long-term debt 

securities or other refinancing or syndication. However, for reasons not always in our clients’ or our control, such 

long-term securities issuance or other refinancing or syndication may not occur and such bridge loans and interim 

investments may remain outstanding and may potentially permanently increase the overall percentage of aggregate 

capital commitments dedicated to one investment. Any such loan or interim investment made by our clients involve 

the risk of loss of the entire amount of such loan or interim investment. In addition, with respect to the making of any 
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such loans, our clients may be subject to various laws and regulations applicable to lenders and the holding of such 

loans could potentially subject our clients to various “lender liability” risks. In such event, the interest rate on such 

loans or the terms of such interim investments may not adequately reflect the risk associated with the position taken 

by our clients. 

Portfolio Company Debt. Use of debt and borrowing increases a portfolio company’s exposure to increasing interest 

rates, which could adversely affect its operating performance and cash flow. To the extent that a portfolio company is 

unable to generate sufficient cash flow to meet its debt service obligations, the value of the related investment could 

be significantly reduced or lost altogether. The profitability and survival of portfolio companies may depend on their 

ability to access sufficient sources of debt at attractive rates, which may or may not be available at any particular time. 

Business risks may be more significant in middle-market companies or those embarking on a build-up or operating 

turnaround strategy. Some portfolio companies may operate at a loss or have significant variations in operating results, 

may be engaged in a rapidly changing business or business environment with products subject to a substantial risk of 

obsolescence, may require substantial additional capital (which may not be available on attractive terms, if at all) to 

support their operations, finance expansion or maintain their competitive position, may be in an early stage of 

development or may otherwise have a weak financial position. If for any of these or other reasons a portfolio company 

is unable to generate cash flow to meet its operating expenses and working capital requirements, make principal or 

interest payments on its indebtedness, or make other required payments on its commitments, the portfolio company’s 

business, financial condition and prospects could be materially adversely affected and the value of the related 

investment could be significantly reduced or even eliminated. 

Leveraged Nature of Investments. While investments in leveraged portfolio companies offer the opportunity for 

capital appreciation, such investments also involve a high degree of risk. Our clients’ investments will from time to 

time involve significant leverage, as a result of which economic recessions, operating problems and other general 

business and economic risks may have a pronounced effect on the profitability or survival of our clients’ portfolio 

companies. Also, increased interest rates generally increase portfolio company interest expenses. In the event any 

portfolio company cannot generate adequate cash flow to meet debt service, our clients may suffer a partial or total 

loss of capital invested in the portfolio company. U.S. tax-exempt investors in our clients should note that the use of 

leverage (including at floating interest rates) by our clients (or any of its portfolio companies) may generate UBTI. 

Further, the current economic environment and investor concerns regarding the U.S. or international financial systems 

has caused some lenders to impose more stringent restrictions on terms of credit and additional adverse economic 

changes could result in further restrictions being imposed or a general reduction in the amount of credit available in 

the markets in which our clients will seek to invest. Any negative impact from the tightening of, or adverse changes 

in, the credit markets may result in: (i) an inability to finance the acquisition of investments on favorable terms, if at 

all; (ii) increased financing costs; or (iii) financing with increasingly restrictive covenants. Such changes in turn may 

negatively impact the performance of investments. To the extent there is a lack of readily available and reasonably 

priced debt financing available to potential purchasers at the time a client is ready to dispose of an investment, such 

circumstances could materially and negatively affect the number of potential purchasers and the prices purchasers are 

willing to pay such clients. 

Interest Rates Risks. Interest rate risk refers to the risks associated with market changes in interest rates. Interest rate 

changes have recently affected and may continue to affect the value of leveraged investments indirectly (especially 

where there is a fixed interest rate) and directly (especially where there is an adjustable interest rate). Rising interest 

rates have recently negatively impacted, and to the extent of additional increases in such rates will continue to 

negatively impact, the price of fixed rate debt instruments. To the extent interest rates fall in the future, such falling 

interest rates are generally expected to have a positive effect on price. Adjustable rate instruments also react to interest 

rate changes in a similar manner, typically to a lesser degree. Interest rate sensitivity is generally more pronounced 

and less predictable in instruments with uncertain payment or prepayment schedules. In addition, recent interest rate 

increases have, and any additional future interest rate increases generally will, result in financing for property 

purchases and improvements being more costly and difficult to obtain. Further, increases in interest rates after an 

investment has been acquired by a client may negatively impact the valuation of such investment. 

Special Purpose Acquisition Companies. We make or recommend investments in special purpose acquisition 

companies (“SPACs”) and securities related or relating thereto, which are publicly traded companies formed for the 

purpose of raising capital through an initial public offering to fund the acquisition, through a merger, capital stock 
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exchange, asset acquisition or other similar business combination, of one or more operating businesses. Capital raised 

through the initial public offering of securities of a SPAC is typically placed into a trust until the target company is 

acquired or a predetermined period of time elapses. Investors in a SPAC would receive a return on their investment in 

the event that a target company is acquired and such target company’s value increased. In the event that a SPAC is 

unable to locate and acquire target companies by the deadline, the SPAC would be forced to liquidate its assets, which 

may result in losses due to the expenses and liabilities of the SPAC. Investors in a SPAC are subject to the risk that, 

among other things, (i) such SPAC may not be able to locate or acquire target companies by the deadline, (ii) assets 

in the trust may be subject to third-party claims against such SPAC, which may reduce the per share liquidation price 

received by the investors in the SPAC, (iii) such SPAC may be exempt from the rules promulgated by the SEC to 

protect investors in “blank check” companies, such as Rule 419 promulgated under the Securities Act, so that investors 

in such SPAC may not be afforded the benefits or protections of those rules, (iv) such SPAC may only be able to 

complete one business combination, which may cause it to be solely dependent on a single business, (v) the value of 

any target company may decrease following its acquisition by such SPAC, (vi) the value of the funds invested and 

held in the trust decline, (vii) the inability to redeem due to the failure to hold the securities in the SPAC on the record 

date or the failure to vote against the acquisition and (viii) if the SPAC is unable to consummate a business 

combination, public stockholders will be forced to wait until the deadline before liquidating distributions are made. 

In addition, to the extent that a SPAC completes a business combination, it may be affected by numerous risks inherent 

in the business operations of the acquired company or companies. 

Reliance on Management of Portfolio Companies. Although we monitor the performance of portfolio companies 

and generally are involved in the oversight thereof, we nevertheless rely substantially upon the management teams of 

such portfolio companies to operate such companies on a day-to-day basis. Consequently, the value of our clients’ 

investments will be affected significantly by the efforts and decisions of portfolio company management teams. 

Because of their size and historical needs, many middle-market companies must rely heavily on the services of a 

limited number of key individuals, the loss of any one of whom could significantly adversely affect future 

performance. However, middle-market companies may not always be led by incumbent management teams/founders 

who possess a broad range of experience or professional managerial skills. Further, key executives/founders may be 

approaching the ends of their active business careers, requiring (upon retirement) the planned transition to professional 

management or a next generation of senior managers. In situations where incumbent managers or founders are 

supplemented with or replaced by professional management teams, operating cultures or key relationships with 

customers, suppliers, personnel or others might be adversely affected. While we attempt during the due diligence 

process to assess the relative capabilities and depth of company managers and monitor performance over the course 

of an investment, no assurance is given that these efforts are or will be sufficient to overcome any decisions made or 

activities undertaken by management teams or that the supplementation or replacement of operating managers will be 

successful.  

Control Person Liability. Our clients generally intend to establish control positions in, and we take an active role in 

the management of, portfolio companies. The exercise of control over a company imposes additional risks of liability 

for environmental damage, product defects, failure to supervise management and other types of liability in which the 

limited liability generally characteristic of business operations may be ignored. Our clients may also seek to designate 

employees, agents or affiliates of our clients, the general partner of a client or us to serve on the boards of directors of 

portfolio companies. The designation of directors and other contemplated measures could expose the assets of our 

clients to claims by a portfolio company, its security holders and its creditors. While we intend to manage our clients 

in a way that will reduce exposure to these risks, the possibility of successful claims cannot be precluded.  

Risks in Effecting Operating Improvements. Our clients’ investment strategies will depend, at least in part, on the 

ability of our clients, the general partners of our clients, us and our affiliates to restructure and effect improvements 

in the operations of a portfolio company, thereby increasing its profits during the applicable client’s investment period. 

The activity of identifying and implementing restructuring programs, operating improvements and other means of 

increasing profitability at portfolio companies entails a high degree of uncertainty. There can be no assurance that we 

will be able to successfully identify and implement such restructuring programs and improvements. 

Minority Investments. Our clients may invest in (i) debt or debt-related investments, (ii) minority positions in 

portfolio companies with minority protection rights, and/or (iii) structured investments that are intended to provide 

our clients with downside protection and the opportunity to influence the operational activities of a portfolio company. 

In such cases, our clients generally will rely significantly on the existing management and board of directors of such 

companies, which may include representation of other financial investors with whom our clients are not affiliated and 
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whose interests may conflict with the interests of our clients. Moreover, our clients may have a limited ability to 

protect its investments in such portfolio companies, although it is expected that appropriate minority investor rights 

generally will be sought to protect our clients’ interests. There can be no assurance that such rights will be available 

or obtained or that such rights will provide sufficient protection of our clients’ rights. Where a client holds a minority 

stake, it may be more difficult for such client to liquidate or dispose of such investment than it would be had such 

client owned a controlling interest in such company. Even if a client has contractual rights to seek or obtain liquidity 

of such client’s minority interests in such companies, it may be very difficult as a practical matter to sell such interests 

or seek a sale of such company on terms that are acceptable to such client, especially in cases where the other investors 

in such company have differing business and investment objectives and goals. 

Equity Investments. The market price of securities owned by our clients may go up or down, sometimes rapidly or 

unpredictably. A risk of investing in any of our clients is that the equity securities in such client’s portfolio will decline 

in value due to factors affecting equity securities markets generally or particular industries or issuers represented in 

those markets. The values of equity securities may decline due to general market conditions that are not specifically 

related to a particular company, such as real or perceived adverse economic conditions, changes in the general outlook 

for corporate earnings, changes in interest or currency rates or adverse investor sentiment generally. They may also 

decline due to factors which affect a particular industry or industries, such as labor shortages or increased production 

costs and competitive conditions within an industry. Other risks of investing globally in equity securities may include 

changes in currency exchange rates, exchange control regulations, expropriation of assets or nationalization, 

imposition of withholding taxes, and difficulty in obtaining and enforcing judgments against non-U.S. entities. In 

addition, securities which we believe are fundamentally undervalued or incorrectly valued may not ultimately be 

valued in the capital markets at prices and/or within the time frame we anticipate. As a result, our clients may lose all 

or substantially all of its investment in any particular instance. 

Preferred Securities. Certain preferred securities contain provisions that allow an issuer under certain conditions to 

skip or defer distributions for a stated period without any adverse consequences to the issuer. If a client owns a 

preferred security that is deferring its distribution, it may be required to report income for tax purposes despite the 

fact that it is not receiving current income on this position. Preferred securities often are subject to legal provisions 

that allow for redemption in the event of certain tax or legal changes or at the issuer’s call. In the event of redemption, 

such client may not be able to reinvest the proceeds at comparable rates of return. Preferred securities are subordinated 

to bonds and other debt securities in an issuer’s capital structure in terms of priority for corporate income and 

liquidation payments and, therefore, will be subject to greater credit risk than those debt securities. 

Convertible Securities. Our clients may invest in convertible securities. Convertible securities are bonds, debentures, 

notes, preferred stocks or other securities that give the holder the right to convert or exchange the security for an 

amount of common stock (or equivalent) of the same or different issuer within a particular period of time at a specified 

price or based on a formula. Generally, a convertible security entitles its holder to receive interest, which may be paid 

in cash or in-kind (e.g., a dividend) until the convertible security matures or is redeemed, repurchased, converted or 

exchanged. Convertible securities have unique investment characteristics in that they generally: (i) have higher yields 

than common stocks, but lower yields than comparable non-convertible securities; (ii) have a stated value; and (iii) 

provide the potential for capital appreciation if the market price of the underlying common stock increases.  

The value of a convertible security is a function of its “investment value” (determined by its yield in comparison with 

the yields of other securities of comparable maturity and quality that do not have a conversion privilege) and its 

“conversion value” (the security’s worth, at market value, if converted into the underlying security). The investment 

value of a convertible security is influenced by changes in interest rates, with investment value declining as interest 

rates increase and increasing as interest rates decline. The credit standing of the issuer, volatility of the issuer’s 

securities and other similar dated option instruments and other factors may also have an effect on the convertible 

security’s investment value. The conversion value of a convertible security is determined by the market price of the 

underlying security (e.g., common stock). If the conversion value is low relative to the investment value, the price of 

the convertible security is governed principally by its investment value. To the extent the market price of the 

underlying common stock approaches or exceeds the conversion price, the price of the convertible security will be 

increasingly influenced by its conversion value. A convertible security generally will sell at a premium over its 

conversion value by the extent to which investors place value on the right to acquire the underlying common stock 

while holding a fixed-income security. Generally, the amount of the premium decreases as the convertible security 
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approaches maturity. 

A convertible security may be subject to redemption at the option of the issuer at a price established in the convertible 

security’s governing instrument. If a convertible security held by a client is called for redemption, such client generally 

will be required to permit the issuer to redeem the security, convert it into the underlying common stock or sell it to a 

third party. Any of these actions could have an adverse effect on a client’s ability to achieve its investment objective. 

Initial Public Offerings. Participation in and trading of securities with respect to initial public offerings is an 

investment approach in which we may engage on behalf of our clients. To this end, we maintain relationships with 

investment banks, service providers, company executives and others which may, from time to time, result in 

allocations to our clients of securities of companies in initial public offerings. The possibility of the purchase and sale 

by our clients from time to time of securities of companies in initial public offerings or shortly thereafter involves 

special risks, including a limited number of shares available for trading, unseasoned trading, lack of investor 

knowledge of the company and limited operating history. These factors could contribute to substantial price volatility 

for the shares of these companies and, thus, for our clients. The limited number of shares available for trading in some 

initial public offerings may make it more difficult for our clients to buy or sell shares without an unfavorable impact 

on prevailing market prices. Further, such risk may be exacerbated if one or more other funds or clients attempt to 

buy or sell the same securities as our clients in any public offering. In addition, some companies in initial public 

offerings are involved in relatively new industries or lines of business, which may not be widely understood by 

investors. Some of these companies may be undercapitalized or regarded as developmental stage companies, without 

revenues or operating income, or the near-term prospects of achieving them. 

To the extent our clients participate in initial public offerings registered under the Securities Act (i.e., new issues), 

investors who are “restricted persons” under FINRA rules, as well as executive officers and directors of certain 

companies that have or may have certain investment banking relationships with broker-dealers selling new issues, 

will be limited in the amount of profits or losses that they may be allocated from such new issues in which such client 

invests or prohibited entirely from participating in such new issues.  

Private Investments in Public Equities. Our clients may make private investments in public equities (“PIPEs”) and 

thereby take a position in a public company. In a PIPE transaction, a client may be required to enter into a lock-up 

agreement and will be subject to securities law restrictions on its ability to liquidate the shares. As a result, such client 

may be required to bear the price risk from the time of pricing for a period of six (6) months or longer. In addition, 

such client may have to commit to purchase a specified number of shares at a fixed price, with the closing conditioned 

upon, among other things, the SEC’s preparedness to declare effective a resale registration statement covering the 

resale, from time to time, of the shares sold in the private financing. To the extent that the public market for such 

companies declines, it is possible that private investments in public equities transactions may generate losses or returns 

that do not justify the risk associated with such investments. In addition, due to securities law regulations, such client 

may be restricted from selling, or hedging its exposure to, such securities during a time when the client would 

otherwise seek to do so. For example, such client may be required to hold such security even though the value of such 

security is continuing to decrease. 

Illiquidity of Investments. Our clients are expected to make investments in securities that have limited liquidity. Such 

investments may typically take from 3 to 10 (or more) years from the date of initial investment to reach a state of 

maturity when partial or complete realization of the investment can be achieved. Transaction structures typically will 

not provide for liquidity of our clients’ investment prior to that time. Generally, there will be no readily available 

market for a substantial amount of our clients’ investments. Most investments held by our clients may not be able to 

be sold except pursuant to a registration statement filed under the Securities Act or in accordance with Rule 144, 

Regulation D or another exemption under the Securities Act. The market prices, if any, of such investments tend to be 

volatile, and our clients may not be able to sell such investments when it desires, or, upon sale, to realize what it 

perceives to be their fair value. Further, companies whose securities are not publicly traded are not subject to the 

disclosure and other investor protection requirements applicable to publicly traded companies. In light of the 

foregoing, it is likely that no return from the disposition of our clients’ investments will occur until a significant period 

of time has passed. Furthermore, disposition of such investments may result in distributions in-kind to investors. If 

our clients are unable to sell or otherwise dispose of an investment by the end of its respective term, our clients and/or 

the investors may receive an in-kind distribution of their respective pro rata share of that investment, which may be 

illiquid. Although the general partners of our clients generally expect that investments will either be disposed of prior 
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to the end of a client’s term or be suitable for in-kind distribution, the applicable general partner may need to sell, 

distribute or otherwise dispose of investments at disadvantageous times or prices at the end of the applicable client’s 

term or otherwise. In addition, although the general partners generally expect to use commercially reasonable efforts 

to reduce to cash and cash equivalents all of our clients’ investments to the extent practicable, subject to obtaining fair 

value for such assets and any tax or other legal considerations, there can be no assurances with respect to the time 

frame in which the winding up and the final distribution of proceeds to our clients’ investors will occur. 

Investments in Distressed Securities and Restructurings. Our clients may make investments in restructurings that 

involve portfolio companies that are experiencing or are expected to experience severe financial difficulties. These 

financial difficulties may never be overcome and may cause such portfolio company to become subject to bankruptcy 

proceedings. Such investments could, in certain circumstances, subject our clients to certain additional potential 

liabilities that may exceed the value of our clients’ original investment therein. For example, under certain 

circumstances, payments to our clients and distributions by our clients to their investors may be reclaimed if any such 

payment or distribution is later determined to have been a fraudulent conveyance, a preferential payment or similar 

transaction under applicable bankruptcy and insolvency laws. Furthermore, investments in restructurings may be 

adversely affected by statutes related to, among other things, fraudulent conveyances, voidable preferences, lender 

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

or re-characterize investments made in the form of debt as equity contributions. 

Debt Investments. Our clients may invest in bonds, notes, debentures and other debt-related instruments issued by 

portfolio companies. These investments may pay fixed, variable or floating rates of interest and may include zero 

coupon obligations. Our clients may invest in portfolio company debt instruments that have experienced or are 

contemplated to experience ratings downgrades. Other instruments may have the lowest quality ratings or may be 

unrated. Credit ratings evaluate the safety of the principal and interest payments, not the market value risk of lower-

rated instruments. Such ratings also do not reflect macroeconomic or systemic risk, including the risk of increased 

illiquidity in the credit markets. It is also possible that a rating agency might not change its rating of a particular issue 

on a timely basis and, as a result, outstanding ratings may not reflect the portfolio company’s current credit standing. 

Conversely, rating agencies may re-rate an instrument which could cause substantial loss if the ratings are 

downgraded. Investments may experience significant credit rating volatility. In addition, our clients may be paid 

interest in kind in connection with portfolio company debt and related financial instruments (e.g., the principal owed 

to our clients in connection with a debt investment may be increased by the amount of interest due on such debt 

investment). Such investments may experience greater market value volatility than debt obligations that provide for 

regular payments of interest in cash and, in the event of a default, our clients may experience substantial losses. To 

the extent our clients makes any debt investments, such investments will typically be subordinated to the senior 

obligations of an issuer, either contractually or structurally. Such subordinated investments may be characterized by 

greater credit risks than those associated with the senior obligations of the same issuer. Adverse changes in the 

financial condition of an issuer, general economic conditions, or both may impair the ability of such issuer to make 

payments on the subordinated securities and result in defaults on such securities more quickly than in the case of the 

senior obligations of such issuer. 

Board Participation. Our clients generally expect to be represented on the boards of directors of most portfolio 

companies or may have its representatives serve as observers to such boards of directors. Although such positions in 

certain circumstances may be important to a client’s investment strategy and may enhance such client’s ability to 

manage its investments, such positions may also have the effect of impairing a client’s ability to sell or otherwise 

dispose of an investment (in whole or in part) when, and upon the terms, we or the general partner of a client may 

otherwise desire and may subject such client and others to claims they would not otherwise be subject to as an investor, 

including claims of breach of duty of loyalty, securities claims and other director-related claims. In general, our clients 

will indemnify us, their general partner and our affiliates, officers, employees and representatives from any losses 

associated with such claims. 

Risks Relating to Due Diligence of Portfolio Companies. Before making investments, we or the general partner of a 

client will typically conduct due diligence that we deem 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, regulatory and legal issues. Outside consultants, legal advisors, accountants, investment 

banks and other third parties may also be involved in the due diligence process to varying degrees depending on the 

type of investment. Such involvement of third-party advisors or consultants may present a number of risks primarily 

relating to a client’s general partner’s reduced control of the functions that are outsourced. In addition, if we or a 
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client’s general partner are unable to timely engage third-party providers, their ability to evaluate and acquire more 

complex targets could be adversely affected. When conducting due diligence and making an assessment regarding an 

investment, we or a client’s general partner will rely on the resources available to us, including information provided 

by the target of the investment and, in some circumstances, third-party investigations. The due diligence investigation 

that the us or a client’s general partner carries out with respect to any investment opportunity may 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 the investment being successful. Conduct occurring at portfolio 

companies, even activities that occurred prior to a client’s investment therein, could have an adverse impact on such 

client. 

Relationships of Affiliates of the Us and Our Affiliates to Portfolio Companies. One or more portfolio companies 

engage our affiliates or employees to provide services (or as officers or directors), and may pay to such person 

compensation or fees and reimbursement of certain expenses in connection therewith. Accordingly, our affiliates, 

independent contractors or employees may have interests that arise out of providing services to portfolio companies 

(such as the receipt of consulting and other fees) which conflict with the interests of our clients as an investor in those 

portfolio companies. Our affiliates, independent contractors and employees may provide services to enterprises that 

compete with portfolio companies for customers, suppliers, management or financial resources or in other respects. 

In addition, our affiliates and employees may assist other enterprises in obtaining capital and in acquisitions and 

dispositions of businesses, which may conflict with the interests of the portfolio companies. 

Co-Investments with Third Parties, Non-Controlling Investments and Limited Rights as Shareholder. In connection 

with co-investments, our clients may hold non-controlling interests in certain portfolio companies and, therefore, may 

have a limited ability to protect its interests in such companies and to influence such companies’ management. In 

addition, co-investments may be made with third parties through joint ventures or other entities, which may have 

larger or controlling ownership interests in such portfolio companies. In such cases, our clients will rely significantly 

on the existing management and board of directors of such companies, which may include representatives of other 

financial investors with whom our clients are not affiliated and whose interests may at times conflict with the interests 

of our clients. Such co-investments may involve risks in connection with such third-party involvement, including the 

possibility that a third party may be in a position to take (or block) action in a manner contrary to a client’s investment 

objectives or may have financial difficulties resulting in a negative impact on such investment. In addition, our clients 

may in certain circumstances be liable for the actions of its third-party co-venturers. Co-investments made with third 

parties in joint ventures or other entities also may involve carried interests and/or other fees payable to such third-

party partners or co-venturers. There can be no assurance that appropriate minority shareholder rights will be available 

to our clients or that such rights will provide sufficient protection to our clients’ interests. 

Contingent Liabilities upon Disposition of Investments. In connection with an investment, our clients may assume, 

or acquire an interest in a portfolio investment subject to, contingent liabilities. These liabilities may be material and 

may include liabilities associated with pending litigation, regulatory investigations, environmental actions or payment 

of indebtedness among other things. To the extent that these liabilities are incurred or realized or our clients are unable 

to negotiate or collect on any indemnification relating thereto, they may materially adversely affect the value of a 

portfolio investment. In addition, if our clients have assumed or guaranteed these liabilities, the obligation would be 

payable from the assets of such client, including the unfunded capital commitments of investors.  

Furthermore, in connection with the disposition of an investment, our clients may be required to make (and/or be 

responsible for another person’s or entity’s breach of) representations and warranties, e.g., about the business and 

financial affairs of the applicable portfolio investment, the condition of its assets and the extent of its liabilities, in 

each case generally in the nature of representations and warranties typically made in connection with the sale of 

similar businesses, and may be responsible for the content of disclosure documents under applicable securities laws. 

Our clients may also be required to indemnify the purchasers of such investment or underwriters to the extent that any 

such representations or disclosure documents are inaccurate. These arrangements may result in contingent liabilities, 

which would be borne by our clients and, ultimately, their investors.  

Environmental Risks. Portfolio companies generally are subject to numerous statutes, rules and regulations relating 

to environmental protection, under which a current or previous owner or operator of real property may be liable for 

non-compliance with applicable environmental and health and safety requirements and for the costs of investigation, 
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monitoring, removal or remediation of hazardous materials. Our clients may be exposed to substantial risk of loss 

from environmental claims arising in respect of portfolio companies.  

Adverse Publicity. Each of us, our clients and their general partners face the risk of negative publicity, including in 

matters such as labor disputes and adverse environmental attention, as well as arising out of municipal and federal 

government scrutiny both in the United States and globally. Additionally, our employees and independent contractors 

or those of a portfolio company could pursue claims against the us or our clients or a portfolio company, which may 

draw negative publicity, as well as negative news media attention. Such adverse publicity may have a material effect 

on our or the general partner’s ability to source investments or otherwise meet our clients’ investment objectives. 

Moreover, recently, the private equity industry has been subject to negative publicity and negative commentary 

globally, including from both the media and politicians. While it is yet to be seen whether such adverse publicity and 

commentary will adversely impact the private equity industry, there is a risk that during a client’s term such negative 

publicity may lead to increased regulation or scrutiny of the industry or otherwise have an adverse effect on such 

client’s ability to meet its investment objectives. 

Expedited Transactions. Investment analyses and decisions by the us and our clients’ general partners may be 

undertaken on an expedited basis in order for our clients to take advantage of available investment opportunities. In 

such cases, the information available to the us or our clients’ general partners at the time of the investment decision 

may be limited, and we or our clients’ general partners may not have access to the detailed information necessary for 

a thorough evaluation of the investment opportunity. Further, we or our clients’ general partners may conduct their 

due diligence activities over a very brief period. 

Borrowing. The general partner of a client may cause such client to borrow funds, guarantee third-party loans or other 

extensions of credit made by portfolio companies or potential portfolio companies (or subsidiaries thereof) and 

otherwise utilize leverage in connection with a client’s investment program in accordance with the terms and 

limitations set forth in the applicable partnership agreement. Although the general partners of our clients will seek to 

borrow funds and otherwise utilize leverage and borrowing in a manner it believes to be prudent and reasonable under 

the circumstances, the use of borrowed funds and leverage generally will involve a high degree of financial risk. In 

addition, borrowings by our clients will expose our clients to interest rate risk, and our clients may be less likely to be 

profitable or meet its goals if interest rates increase. If a client does not receive sufficient cash flow from its 

investments to meet principal and interest payments on any such borrowings, then that client may need to dispose of 

its investments sooner or at a lower price than it otherwise would have in order to pay the debt. Borrowings by our 

clients have the potential to enhance overall returns that exceed our clients’ cost of funds; however, they will further 

diminish returns (or increase losses on capital) to the extent overall returns are less than our clients’ cost of funds. 

Litigation. Our clients’ investment activities may subject them or their affiliates to the risks of becoming involved in 

litigation with third parties. The expense of defending against claims against our clients or their portfolio companies, 

as applicable, by third parties and the payment of any amounts pursuant to settlements or judgments would be borne 

by our clients and/or the portfolio companies, reduce distributions and could require our clients and/or investors in 

our clients to return distributed capital and earnings to our clients. We and the general partners of our clients and our 

respective principals and affiliates generally will be indemnified by our clients in connection with any such litigation, 

subject to certain conditions.  

Portfolio Company Projections. We generally will evaluate the potential and existing portfolio companies on the 

basis of financial projections. Projected operating results normally will be based primarily on management judgments. 

In all cases, projections are only estimates of future results which are based upon assumptions made at the time that 

the projections are developed. There can be no assurance that the projected results will be obtained and actual results 

may vary significantly from the projections, as general economic conditions and other factors out of the control of the 

general partner of our clients may negatively impact the reliability of the financial projections. 

Insurance Industry Developments. Clients invest or may invest in portfolio companies in the insurance industry or 

operating insurance related businesses. Insurance industry trends, such as increasing loss severity due to higher rates 

of litigation against the insurance industry and individual insurers, the willingness of courts to expand covered causes 

of loss, rising jury awards, escalating medical, automobile and property repair costs and other factors may contribute 

to increased costs and result in ultimate loss settlements that exceed the reserves of client portfolio companies. 
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Loss severity in the property and casualty insurance industry has increased in recent years, principally driven by 

factors such as distracted driving, larger court judgments, higher jury awards and increasing medical and automobile 

and property repair costs, including increases due to inflation and supply chain disruption. In addition, many classes 

of complainants have brought legal actions and proceedings that tend to increase the size of judgments. The propensity 

of policyholders and third-party claimants to litigate and the willingness of courts to expand causes of loss and the 

size of awards, to eliminate exclusions and to increase coverage limits may result in ultimate settlements of current 

and future losses that exceed the loss reserves of portfolio companies. 

Natural Disasters, Climate Change and Extreme Weather. Portfolio companies operating in the insurance industry 

may be subject to catastrophe losses and losses from other severe weather events, which are unpredictable and may 

adversely affect their results of operations, liquidity and financial condition, which may impact the fund’s investment. 

The underwriting results of these portfolio companies are subject to weather and other conditions that may adversely 

affect their financial condition, liquidity or results of operations. Because the occurrence and severity of catastrophes 

are inherently unpredictable and may vary significantly from year to year and region to region, we may not be able to 

rely on historical results of operations of such portfolio companies, which may not be indicative of their future results 

of operations. Portfolio companies that focus on property and casualty insurance operations may be exposed to claims 

arising from catastrophic events affecting multiple policyholders. Such catastrophic events consist of various natural 

disasters, including, but not limited to, hurricanes, tropical storms, tornadoes, windstorms, hailstorms, fires and 

wildfires, flooding, landslides, earthquakes, severe winter weather events and man-made disasters such as terrorist 

attacks, explosions and infrastructure failures. Such portfolio companies may experience weather-related losses from 

hurricanes and tropical storms in Mid-Atlantic and Southern states, tornadoes and hailstorms in Mid-Atlantic, 

Midwestern and Southern states and severe winter weather events in Mid-Atlantic, Midwestern and New England 

states. 

Losses from catastrophic events are a function of both the extent of insurance company exposures, the frequency and 

severity of the events themselves and the level of reinsurance coverage the portfolio companies purchase. The 

increased frequency and severity of weather-related catastrophes and other losses, such as from wildfires and flooding, 

incurred by the industry in 2021 and in prior years may be indicative of changing weather patterns due to climate 

change. Should those patterns continue to emerge, increased weather-related catastrophes in the states in which some 

portfolio companies in which the fund may invest operate would lead to higher overall losses that they may be unable 

to offset through pricing actions. 

We may seek to invest in portfolio companies that seek to reduce their exposure to catastrophe losses through their 

underwriting strategies and their purchase of catastrophe reinsurance. Nevertheless, reinsurance may prove inadequate 

under certain circumstances. While the emerging science regarding climate change and its connection to extreme 

weather events continues to be studied, climate change, to the extent it produces rising temperatures and changes in 

weather patterns, could affect the frequency and severity of weather events and other losses and thus impact the 

affordability and availability of catastrophe reinsurance coverage for portfolio companies. Portfolio companies’ ability 

to appropriately manage catastrophe risk depends partially on catastrophe models, which may be affected by 

inaccurate or incomplete data, the uncertainty of the frequency and severity of future events and the uncertain impact 

of changing climate conditions that tend to occur gradually over time. 

Changing climate conditions could lead to new or revised regulations with which the portfolio companies would have 

to comply. Such regulations could impact the ability of portfolio companies to manage their exposures in areas 

impacted by increased weather activity, require portfolio companies to alter the terms and conditions of their policies 

or impact the ability of portfolio companies to obtain sufficient pricing increases to offset higher loss activity. 

Competition in the Insurance Industry. The pace of innovation within the insurance industry is rapidly increasing, 

and the portfolio companies in which a client invests may be unable to effectively implement new technologies and 

anticipate changes in customer preferences and insurance needs, which could put such portfolio companies at a 

competitive disadvantage and adversely affect their future profitability. 

Innovation, recent technological developments, changing customer demographics and preferences, societal shifts and 

emerging technologies are greatly impacting the insurance industry. Portfolio companies compete with much larger 

insurers that are focused on implementing technology and innovative solutions to select and price risks, enhance the 
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experience of their customers and improve their operations. We will seek to invest in portfolio companies that it 

believes are innovative, but there can be no guarantee that we will be successful, and some portfolio companies in 

which a client invests may be unable to anticipate changes in customer expectations and keep pace with the 

technological changes their competitors implement, and as a result, may not be able to attract and maintain quality 

accounts, adequately price risks or operate as efficiently as their competitors. In addition, emerging technologies such 

as autonomous vehicles, driver-assistance and accident avoidance features on vehicles, sensor technology and other 

forms of automation may reduce the future need for, or decrease the future pricing of, the insurance products certain 

portfolio companies offer. 

Reinsurance Underwriting Risk. The financial results of portfolio companies in the insurance industry depend 

primarily on their ability to underwrite risks effectively and to charge adequate rates to policyholders. The financial 

condition, cash flows and results of operations of such portfolio companies depend on their ability to underwrite and 

set rates accurately for a full spectrum of risks across a number of lines of insurance. Rate adequacy is necessary to 

generate sufficient premium to pay losses, loss adjustment expenses and underwriting expenses and to realize a profit. 

The ability to underwrite and set rates effectively is subject to a number of risks and uncertainties, including those 

related to: the availability of sufficient, reliable data; the ability to conduct a complete and accurate analysis of 

available data; the ability to recognize in a timely manner changes in trends and to project both the severity and 

frequency of losses with reasonable accuracy; uncertainties generally inherent in estimates and assumptions; the 

ability to project changes in certain operating expense levels with reasonable certainty; the development, selection 

and application of appropriate rating formulae or other pricing methodologies; the effective development, governance 

and appropriate use of modeling tools to assist with correctly and consistently achieving the intended results in 

underwriting and pricing; the ability to innovate with new pricing strategies and the success of those innovations upon 

implementation; the ability to secure regulatory approval of premium rates on an adequate and timely basis; the ability 

to predict policyholder retention accurately; unanticipated court decisions, legislation or regulatory action; 

unanticipated changes in the portfolio companies’ claim settlement practices; changes in driving patterns for auto 

exposures; changes in weather patterns for property exposures; changes in the medical sector of the economy that 

impact bodily injury loss costs; changes in auto repair costs, auto parts prices and used car prices; the impact of 

emerging technologies, including driver assistance technologies and autonomous vehicles, on pricing, insurance 

coverages and loss costs; the impact of inflation and other factors on the cost and availability of construction materials 

and labor; the ability to monitor property concentration in catastrophe-prone areas, such as hurricane, earthquake and 

wind/hail regions; and the general state of the economy in the states in which the portfolio companies operate. 

Such risks may result in portfolio companies basing their premium rates on inadequate or inaccurate data or 

inappropriate assumptions or methodologies and may cause our estimates of future changes in the frequency or 

severity of claims to be incorrect. As a result, such portfolio companies could underprice risks, which would negatively 

affect a client’s investment, or portfolio companies could overprice risks, which could reduce their premium volume 

and competitiveness. In either event, underpricing or overpricing risks could adversely impact a client’s investment 

in any such portfolio company. 

New/Changes in Law & Regulation in the Insurance Industry. Changes in applicable insurance laws or regulations 

or changes in the way insurance regulators administer those laws or regulations could adversely affect the operating 

environment of portfolio companies and increase their exposure to loss or put them at a competitive disadvantage. 

Property and casualty insurers are subject to extensive supervision in their domiciliary states and in the states in which 

they do business. This regulatory oversight includes matters relating to: licensing and examination; approval of 

premium rates; market conduct; policy forms; limitations on the nature and amount of certain investments; claims 

practices; mandated participation in involuntary markets and guaranty funds; reserve adequacy; insurer solvency; 

transactions between affiliates; the amount of dividends that insurers may pay; and restrictions on underwriting 

standards. 

Such regulation and supervision are primarily for the benefit and protection of policyholders rather than stockholders. 

The NAIC and state insurance regulators re-examine existing laws and regulations from time to time, specifically 

focusing on areas such as: insurance company investments; issues relating to the solvency of insurance companies; 

risk-based capital guidelines; restrictions on the terms and conditions included in insurance policies; certain methods 

of accounting; reserves for unearned premiums, losses and other purposes; the values at which insurance companies 
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may carry investment securities and the definition of other-than-temporary impairment of investment securities; and 

interpretations of existing laws and the development of new laws. 

Changes in state laws and regulations, as well as changes in the way state regulators view related-party transactions 

in particular, could change the operating environment of portfolio companies and have an adverse effect on their 

business. 

Conflicts of Interest. Various actual and potential conflicts of interest exist (or may exist) among us, the general 

partners of our clients, key executives, the members of our clients’ investment committee, as applicable, affiliates of 

the general partners of our clients, their respective employees, agents, and affiliates and our clients, including actual 

and potential conflicts of interest related to fees, portfolio composition and valuation, principal and cross transactions, 

expense allocation, principal and other related party or conflicted transactions, treatment of other investors, limitation 

of liability, indemnification, allocation of investment opportunities among our various clients, outside business 

activities and personal trading. In addition, we may in the future provide investment management services to multiple 

clients, and may face various actual and potential conflicts of interest relating thereto. Investors in our clients 

ultimately will be heavily dependent upon our good faith. During a client’s term, many different types of conflicts of 

interest may arise and all such conflicts may not be identified herein.  

Capital Calls and Use of Subscription Lines and Credit Facilities. Clients enter into one or more credit or 

subscription-line facilities or other borrowing arrangements pursuant to which some or all of their portfolio assets 

and/or the unfunded capital commitments have been or may be charged, pledged or assigned as collateral security for 

(i) amounts borrowed by such clients and/or (ii) guarantees by such clients of any such financing vehicle’s obligations. 

Such credit facilities or guarantees are or may be secured by an assignment and/or pledge of the investors unfunded 

commitments and/or client portfolio investments and assets. In relation to the above, we or an affiliate may (i) pledge 

or assign any or all of the assets of a client including the investors’ unfunded commitments as collateral or security 

for the financing of such client and (ii) pledge, assign or delegate to third party lenders (or their agent) the right to (x) 

deliver drawdown notices on behalf of the client with respect to commitments, the proceeds of which will be deposited 

into an account of the client that may be subject to a lien, security interest, pledge in favor of the third party lenders 

(or their agent) and may be used to pay outstanding amounts in respect of any such financing and borrowing, (y) 

enforce all available remedies against investors that fail to make such contributions pursuant to drawdown notices and 

(z) declare and treat such investors as defaulting investors to the extent provided in the applicable partnership 

agreement. Any such credit facilities may provide for joint and several liability with respect to a client and any other 

investment funds managed or advised or sponsored by us or an affiliate thereof (including a client and any parallel 

vehicle that invests alongside such client); provided that to the extent that a client pays any such amounts on behalf 

of any other investment fund sponsored or managed by us or its affiliate, such other fund will, to the fullest extent 

permitted by applicable law, be required to indemnify and reimburse such client (and vice versa). Investors may be 

required to acknowledge their obligation to pay their share of such indebtedness up to the amount of their unfunded 

commitments or to acknowledge the right of such lender to call on such investors, and may be limited in their ability 

to use their interests as collateral for other indebtedness or in their ability to transfer their interests. In relation to the 

above, each investor may have to, for the benefit of any third party lenders (or their agent), acknowledge its obligations 

to (i) make contributions, (ii) fund direct payments to an account of a client pursuant to the partnership agreement in 

an amount not to exceed such investors uncalled commitments, (iii) execute and deliver such documents as may be 

reasonably required to acknowledge and perfect the security interest in its uncalled commitment as provided in the 

partnership agreement, and (iv) for so long as such financing or borrowing is in place, agree (a) to waive any present 

or future claims or rights, as well as any right of retention, defense, privilege, right of set-off, any counterclaim or any 

similar rights it may have in respect of its uncalled commitments or its contributions and its payments obligations in 

connection therewith, and (b) to acknowledge and accept that any other claims that such investors may have against 

a client, or against the general partner solely in respect to claims on such client’s assets, will be subordinated to any 

payment due to the lenders (or their agent) under such financing or borrowing. In addition, investors may be required 

to execute and deliver such documents and take such actions as may be necessary or desirable, as determined by the 

general partner in its sole discretion, to obtain, maintain and comply with the terms of such credit facility. The 

partnership agreements and subscription agreements may provide a lender with the right to receive detailed due 

diligence and credit related information regarding the investors. We reserve the right, in our sole discretion, to waive 

these requirements for certain investors, which may have an adverse effect on a client’s ability to obtain such credit 

facility and/or the terms thereof. Drawdown notices, including those used to pay interest on subscription lines, asset-

backed facilities and other indebtedness of a client, may be “batched” together into larger, less frequent capital calls, 

with client’s interim capital needs being satisfied by client borrowing money from such credit facilities. In particular, 
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capital needs of any client during the fundraising period may be met through drawdowns from such credit facilities 

rather than capital call notices. The interest expense and other costs of any such borrowings will be “fund expenses” 

and, accordingly, decrease net returns of a client. In addition, the use of a subscription-based credit facility may present 

conflicts of interest because the interest rate on such borrowings are typically less than the rate of the preferred return 

and such preferred return does not accrue on such borrowings but only accrues on capital contributions when made. 

As a result, use of such interim leverage arrangements with respect to investments may reduce or eliminate the 

preferred return received by certain investors and accelerate or increase Carried interest distributions to our affiliates, 

providing us with an economic incentive to fund investments through longer-term borrowings in lieu of drawing down 

commitments. As a general matter, use of borrowings in lieu of drawing down commitments amplifies IRRs (either 

negative or positive) to investors.  

Limitation of Liability and Indemnification. Certain exculpation and indemnification provisions will be contained in 

the partnership agreements, the subscription agreements and other applicable documents. As a result of these 

provisions, we and our affiliates and personnel, and any members of the advisory committee (and the investors who 

such members represent) generally will not be liable to a fund or its investors for any act or omission (including 

employee negligence and similar human errors), absent an intentional and material breach of the partnership 

agreement, an intentional and material violation of securities laws, bad faith, fraud, willful misconduct or gross 

negligence, and such fund generally will be required to indemnify such persons against any losses they may incur by 

reason of any act or omission related to such fund, absent an intentional and material breach of the partnership 

agreement, an intentional and material violation of securities laws, bad faith, willful misconduct, fraud or gross 

negligence. Members of the advisory committee (and investors who such members represent) will also be entitled to 

the benefit of certain indemnification and exculpation provisions as set forth in the partnership agreement. Such 

liabilities may be material and have an adverse effect on the returns of a fund and its investors. For example, in their 

capacity as directors of portfolio companies, the partners, managers, or affiliates of us or an affiliate may be subject 

to derivative or other similar claims brought by security holders of such entities. The indemnification obligation of a 

fund would be payable from the assets of such fund, including the unpaid commitments of investors. If the assets of 

the fund are insufficient, the general partner may recall distributions (including distributions received in connection 

with any withdrawal, if applicable) previously made to the investors, subject to certain limitations set forth in the 

partnership agreement. Because the general partner may cause the fund to advance the costs and expenses of an 

indemnitee pending the outcome of the particular matter (including determination as to whether or not the person was 

entitled to indemnification or engaged in conduct that negated such person’s entitlement to indemnification), there 

may be periods in which the fund advances expenses to an individual or entity not aligned with or adverse to the fund. 

Moreover, in its capacity as the general partner, the general partner will, notwithstanding any actual or perceived 

conflict of interest, be the beneficiary of any decision by it to provide indemnification (including advancement of 

expenses). This may be the case even with respect to settlement of claims arising out of alleged conduct that would 

disqualify any such person from indemnification and exculpation if the general partner (and/or its legal counsel) 

determined that such disqualifying conduct occurred. The foregoing limitations on liability and indemnification 

obligations will not be construed to relieve any indemnified party of any liability to the extent that such liability may 

not be waived, modified or limited under applicable law (including liability under U.S. federal securities laws which, 

under certain circumstances, impose liability even on persons acting in good faith).  

Proposed Private Fund Adviser Rules. On February 9, 2022, the SEC proposed new rules and rule amendments under 

the Advisers Act that would, if adopted, significantly impact and affect private fund advisers, including those 

registered with the SEC and those exempt from registration (the “Proposed Private Fund Adviser Rules”). The 

Proposed Private Fund Adviser Rules generally provide for (i) increased transparency with respect to fee and expense 

disclosure and financial performance disclosures, (ii) mandatory annual audits of private funds and guidance on 

reporting standards and record-keeping requirements, (iii) new requirements with respect to certain adviser-led 

secondary transactions, including requirements to obtain third-party fairness opinions in connection with such 

transactions, and (iv) prohibitions and restrictions on certain practices and activities of private fund advisers with 

respect to private funds managed thereby, including, but not limited to, exculpation, standard of care and 

indemnification provisions relating to private fund advisers, charging fees or expenses related to a portfolio investment 

on a non-pro rata basis, borrowing from a private fund and certain types of preferential treatment of particular 

investors. It is anticipated that the Proposed Private Fund Adviser Rules will be subject to substantial public and 

industry comment. Accordingly, it is not clear whether or not any or all of the proposed new rules will ultimately be 

adopted by the SEC or materially changed from their current form. As there has been substantial public and industry 

comment, it is unclear whether, when and to what extent the proposed rules will be materially changed from their 

current form (if at all), if adopted. If adopted, however, the Proposed Private Fund Adviser Rules could significantly 



35 

increase the costs of compliance for private funds and private fund advisers, including us and the funds, and require 

significant amendments and revisions to the partnership agreements. 

THE FOREGOING RISK FACTORS DO NOT PURPORT TO BE A COMPLETE DESCRIPTION OF ALL 

OF THE RISKS ASSOCIATED WITH OUR CLIENTS’ INVESTMENT STRATEGIES OR THAT ARE 

APPLICABLE TO OUR CLIENTS OR INVESTORS. INVESTORS SHOULD CAREFULLY REVIEW THIS 

BROCHURE AND THE APPLICABLE OFFERING AND GOVERNING DOCUMENTS IN THEIR 

ENTIRETY BEFORE MAKING ANY INVESTMENT DECISIONS.  
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Item 9: Disciplinary Information 

 

 

Not applicable. 
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Item 10: Other Financial Industry Activities and Affiliations 

 

 

PORTFOLIO COMPANY ACTIVITIES  

Certain of our officers and employees, and one or more Consultants and other operating partners, serve and are 

expected to serve as directors, officers, committee members and in similar capacities and roles of or with portfolio 

companies and, in such capacity, will be required or may be required to make decisions or take actions that consider 

the best interests of such portfolio companies. In certain circumstances, for example, in situations involving 

bankruptcy or near-insolvency of the portfolio company, actions that may be in the best interest of the portfolio 

company may not be in the best interests of our clients, or vice versa. Accordingly, in such situations, there will be 

conflicts of interest between such individual’s duties as an officer or employee of us and such individual’s duties as a 

director or officer of a portfolio company.  

Certain portfolio companies may in the future engage or retain an affiliate or employee of us, a Consultant or one or 

more third parties to provide or perform services with respect to such portfolio companies (or portfolio companies 

may hire employees, personnel and Consultants as employees or officers of, or to perform or provide various services 

to, such portfolio companies), and such portfolio companies (or persons associated with such company) or a fund may 

directly or indirectly pay compensation and fees to such persons and reimburse such persons for certain expenses 

(including costs, expenses and fees charged or specifically allocated or attributed by us or our affiliates to a fund). 

Accordingly, our affiliates and employees and the Consultants may have interests that arise out of providing services 

to portfolio companies (such as the receipt of consulting and other fees) which conflict with the interests of a fund as 

an investor in those portfolio companies. As disclosed herein, any amounts received by Consultants from portfolio 

companies or a fund either as reimbursement of expenses or as compensation for services provided or rendered by 

such persons, may be retained by such persons and will not be shared with any fund or its investors, will not be 

included within the definition of “transaction fees” (that result in an offset to management fees) and will not result in 

any offset against the management fee. Similarly, Braemont, employees and personnel of Braemont and their affiliates 

may from time to time receive reimbursement of expenses from portfolio companies and fees and compensation from 

portfolio companies in connection with services provided or performed by such person(s) to such portfolio companies. 

To the extent excluded from the definition of “transaction fees”, any such amounts received by us and our employees 

and personnel may be retained by such persons and will not result in any offset against the management fees, or 

otherwise be shared with the investors or any fund. The receipt of this additional compensation by our employees and 

personnel (and Consultants) may raise conflicts of interest. 

Our affiliates and employees and one or more Consultants may in the future provide services to or for enterprises that 

compete with portfolio companies for customers, suppliers, management or financial resources or in other respects. 

In addition, our affiliates and employees and Consultants may assist other enterprises in obtaining capital and in 

acquisitions and dispositions of businesses, which may conflict with the interests of the portfolio companies. 

STRATEGIC INVESTOR 

We and our affiliates have entered into and may from time to time in the future enter into one or more arrangements 

or agreements with a large private investment bank or other strategic investor (together with its applicable affiliates, 

clients, managed funds and managed accounts), the “Strategic Investor”), whereby the Strategic Investor has been 

granted or provided certain rights and preferential terms in exchange for making significant capital commitments to 

our funds and providing various assistance and services to us and our affiliates in connection with the formation and 

launch of such funds. Such rights and terms provided or granted to the Strategic Investor include and may include, 

among others: (1) reduced management fees and the right to share in a portion of the net carried interest distributions 

received by the general partner with respect to investors who are clients of the Strategic Investor (but not any of the 

other investors), (2) certain information rights with respect to us and our funds, (3) the right to designate and appoint 

one representative of the Strategic Investor as a member of the advisory committee of our funds, (4) certain preferential 

co-investment opportunity allocation rights and/or terms, (5) certain exclusivity rights with respect to investments in 

our funds, and (6) certain other rights and terms that are in addition to, or different from or more favorable than, the 

rights and terms applicable to the other investors in our funds. The arrangements and agreements between us and the 

Strategic Investor with respect to our funds will not be electable by any other investor pursuant to any “most favored 

nations” clause or otherwise, and any agreement or arrangement with the Strategic Investor will not be deemed to be 

a side letter for purposes of the applicable governing documents of our funds. The applicable fund generally will bear, 

as organizational expenses or fund expenses, as applicable, all costs, expenses and fees incurred by the applicable and 

its affiliates in connection with negotiations with a strategic investor regarding such strategic investor’s investment, 
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such as the fees and expenses incurred in drafting and negotiating the letter agreement and other applicable agreements 

and documents with the strategic investor. The rights and terms granted or provided to the Strategic Investor with 

respect to our funds may present or raise actual or potential conflicts of interest. More information and disclosures 

regarding our relationship and arrangement with the Strategic Investor and its affiliates are set forth in the applicable 

offering documents of the funds. 

SERVICE PROVIDERS 

We will engage or retain common service providers and vendors for ourselves as well as for our clients, and one or 

more portfolio companies of our clients. In such circumstances, there may be a conflict of interest between us (or an 

affiliate) and the fund in determining whether to engage such service providers, including the possibility that we (or 

an affiliate) may favor the engagement or continued engagement of such service providers if and to the extent we or 

an affiliate receives a benefit from them (such as lower fees) that it would not receive absent the engagement of such 

service provider by a fund. Further, service providers to us and our affiliates and our clients often may charge varying 

amounts or may have different fee arrangements for different types of services provided. For instance, fees for various 

types of work often depend on the complexity of the matter, the expertise required, and the time demands of the service 

provider. As a result, to the extent the services required by us or our affiliates differ from those required by clients 

and/or their investments, us, our other advisory clients and their respective affiliates will or may pay different rates 

and fees than those paid by any fund. 

A client’s service providers and vendors (including the third-party administrator, accountants, attorneys, lenders, 

consultants and others) and their affiliates provide or may provide goods or services to, or have business, personal, 

financial, economic and/or other relationships or arrangements or relations with us, direct or indirect beneficial owners 

or employees of us, our advisory clients, officers, employees, direct or indirect owners and agents of the foregoing 

and/or their affiliates. Such service providers and vendors (or affiliates thereof) may be investors in a fund or funds or 

entities managed or sponsored by other firms or managers, sources of investment opportunities, advisory clients, 

prospective advisory clients or co-investors or commercial counterparties or entities or issuers in which we and our 

affiliates have investments. Additionally, certain of our employees and agents (or one or more Consultants) have or 

may have family members or relatives employed by or associated with service providers and vendors. These and other 

relationships and facts may influence or be deemed to influence us in deciding whether or not to select or engage or 

recommend service providers and vendors to perform services for, and/or engage in activities with respect to, our 

clients. 

Each fund generally will be required to bear the fees and costs of its service providers and vendors, including fees 

payable to the third-party administrator and various expenses incurred by the administrator in performing services for 

the fund. Each fund will also be required to bear and pay for any expense reimbursements made by such fund to 

Consultants (without any offset against the management fee). Because certain expenses will be paid for or borne by a 

fund or, if incurred by us or our affiliates, be reimbursed by a fund, we may not be incentivized to seek out and obtain 

the lowest cost options when incurring (or causing a fund to incur) such expenses. 

CONSULTANTS, OPERATING PARTNERS, STRATEGIC PARTNERS AND SIMILAR PERSONS 

We expect to retain and engage, on behalf of or with respect to clients and/or portfolio investments, as applicable, 

various Consultants, which, in certain circumstances, may be affiliates of us, employees of such affiliates, affiliates 

or employees of potential, actual or former portfolio investments or third party consultants or providers (including 

former executives or industry experts). The Consultants will provide services to, or in connection with, clients in 

relation to their activities, or to one or more portfolio investments in relation to the identification, acquisition, holding, 

management, improvement and disposition of such portfolio investments, including operational aspects of such 

portfolio investments (“Services”).  

Pursuant to the partnership agreement, fees and expenses associated with or incurred in connection with the Services 

(collectively, “Consulting Fees and Expenses”), will be paid and/or reimbursed by applicable portfolio investments 

and/or clients, and Consulting Fees and Expenses will not result in any offset to, or reduction of, the management fee 

payable by investors and clients. Consulting Fees and Expenses generally include cash fees, but certain Consultants 

may have the potential to receive other forms of compensation including, without limitation, profits or equity interests 

in a portfolio investment, a share of proceeds upon a sale of a portfolio company and/or other incentive-based 

compensation to the Consultant, which typically will be determined according to one or more methods, including the 

value of the time (including an allocation for overhead and other fixed costs) of the Consultant, a percentage of the 

value of the portfolio investment, the invested capital exposed to such portfolio investment, amounts charged by other 

providers for comparable or similar services and/or a percentage of cash flows from such portfolio investment. 
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Additionally, portfolio investments may provide opportunities for Consultants to invest in such portfolio investment 

and reimburse costs and expenses incurred by Consultants. Consultants also may receive remuneration, compensation, 

fees and similar amounts from us, clients or affiliates and/or be entitled to other forms of compensation or fees, 

including equity grants in portfolio investments. Such investment opportunities, reimbursements and other 

compensation, fees and amounts paid to a Consultant will not offset or result in any reduction of the management fee 

payable by clients and investors. Consultants may have a limited partnership or profit interest in clients, the general 

partners of clients, one or more other investment vehicles sponsored by us or our affiliate, or in other investment 

vehicles, entities and businesses. Although we intend to retain and engage Consultants with a view to reducing costs 

to portfolio companies (and ultimately the clients) and/or improving portfolio company performance, a number of 

factors may result in limited or no cost savings from such retention or engagement. In addition, we intend to retain or 

engage only such Consultants which we believe provide or will provide a level of service at a value generally 

consistent with other relevant or available market alternatives. However, there can be no assurance that no other 

service provider or third party is more qualified to provide the applicable services or could provide the services at a 

lesser cost.  

We have a potential incentive in having a client and its portfolio companies engage, retain and utilize Consultants and 

similar persons because the fees and other compensation earned and received by them and expense reimbursements 

paid to them by a client or portfolio companies will not result in any offset to or against the management fees and will 

not otherwise be shared with clients or their investors or portfolio companies. 
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Item 11: Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

 

CODE OF ETHICS  

We have adopted and implemented a code of ethics, which sets forth standards of business conduct for our supervised 

persons. Our code of ethics primarily is designed to educate supervised persons about our philosophy regarding ethics 

and professionalism, emphasize our fiduciary duties to our clients, encourage supervised persons to comply with 

applicable laws, prevent the misuse of material non-public information and, the circulation of rumors and other forms 

of market abuse and address conflicts of interest that could arise from personal trading by access persons. Among 

other things, we will impose certain restrictions on access persons relating to the purchase or sale of certain securities 

for their own accounts and the accounts of certain affiliated persons. In addition, we will or may maintain a restricted 

list that contains issuers and securities in which supervised persons generally are not permitted to trade without the 

prior approval of the Chief Compliance Officer. The restricted list will or may include, for example, an issuer about 

which we and/or our affiliates may have acquired, or may otherwise be in possession of, material, non-public 

information. Access persons generally will be required to disclose and report their personal securities transactions and 

personal securities holdings. We also maintain certain policies and procedures designed to prevent supervised persons 

from misusing material non-public information. We will furnish a copy of our code of ethics to clients upon request. 

In addition to the code of ethics, we will also prepare and adopt a compliance manual which will set forth various 

additional compliance policies and procedures with respect to Braemont and its business including various procedures 

and policies that are reasonably designed to ensure compliance by Braemont and its personnel with the Advisers Act 

and other applicable securities laws. 

OTHER ACTIVITIES  

We and our officers and employees will devote such of their time to the affairs of each fund and its investments as, in 

the judgment of the general partner, the conduct of such business will reasonably require, and none of them will be 

obligated to do or perform any act or thing in connection with the business of such fund not expressly set forth in the 

applicable partnership agreement. From the initial closing date of a fund until the earlier of (i) the date the investment 

period terminates or expires and (ii) such time as the general partner and its affiliates become eligible or are otherwise 

authorized to commence investment activities of a successor fund, our principal (for so long as such person continues 

to be the principal) will devote substantially all of such person’s business time and attention to the affairs of the funds 

the parallel funds, feeder funds, any alternative investment vehicle, any related vehicles to such funds, co-investment 

vehicles, portfolio companies, Braemont, the general partners and their respective affiliates, except for the time and 

attention devoted by such person to the affairs of (i) subsequent funds, accounts and other vehicles and clients, in each 

case that are managed, sponsored, or controlled directly or indirectly by us and our affiliates, (ii) any investment, 

portfolio company, vehicle, securities, businesses, ventures or activities directly or indirectly owned or held by our 

principal or any affiliate thereof or with respect to which our principal or his affiliates were actively involved as of 

the fund’s initial closing date, (iii) such industry, civic, business development, educational, professional, community, 

political, charitable, personal and family investment and advisory activities as do not otherwise materially interfere 

with our principal’s obligations with respect to us, the funds or our affiliates, and (iv) such other activities approved 

or consented to in advance by the advisory committee of a fund or a majority-in-interest of the applicable investors. 

Thereafter until a fund’s dissolution, we and our principal (for so long as our principal is associated with us) will 

devote an amount of such person’s business time and attention to the affairs of such fund as the general partner 

determines is consistent with such fund achieving its investment objectives. For the avoidance of doubt, the foregoing 

shall not preclude or prohibit or restrict our principal or any investment officer or employee of us or any of their 

affiliates from (i) continuing to serve in any officer or director position or capacity or role held by our principal or 

such employee or officer or continuing to manage investments in effect, in each case, as of the fund’s initial closing 

date and (ii) conducting, managing and being involved in our principal’s or such employee’s or investment 

professional’s personal and family investment activities. Except as expressly set forth in the applicable partnership 

agreement, the general partner, us, our principal and their respective affiliates and agents may engage in any activity 

or business whatsoever to the extent permitted by applicable law. 

Our activities and responsibilities and duties outside of the funds (including with respect to any other clients or vehicles 

managed by us) will require, or may in the future require, a material portion or amount of their time and attention, 

which could conflict with such funds. For example, a Consultant engaged or retained by a general partner to perform 

or provide services in respect of portfolio companies may perform or provide services for other investment 

management firms and portfolio companies thereof, or otherwise be engaged in activities that are outside of, and 

separate and apart from, a fund and its portfolio companies. Our principal may from time to time be involved in or 
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engaged in, or engage in outside activities with respect to, other ventures and investments, including investments 

owned or held (directly or indirectly) by our principal as of the fund’s initial closing date, or investments in process 

or under consideration by our principal as of the initial closing date of the fund. We expect in the future to provide 

investment management and other services with respect to our clients, and employees and personnel of us, and any 

Consultants or similar third parties engaged or retained by us, will manage or provide services with respect to other 

accounts in addition to the funds, including other clients that are pooled investment vehicles and managed accounts. 

We and our affiliates may also engage in other activities or be involved with other projects in the future (including 

activities with respect to any other clients or other new or additional funds, vehicles or accounts), which may also take 

up a portion of their time. Conflicts of interest may arise in allocating investment opportunities, management time, 

services and functions among such other projects and activities (including the funds and future clients). Moreover, 

actual or potential conflicts of interest could arise in the future with respect to our role as manager, adviser and/or sub-

adviser of or to any new clients with rights to receive management fees and other fees for structuring transactions and 

its potential for investing other than through a fund.  

Except as otherwise set forth in the applicable partnership agreement or any other agreements or arrangements with a 

fund or any investor, we and our affiliates and employees and the Consultants generally will not be restricted or 

prohibited from forming, sponsoring or managing, or engaging in activities and services with respect to, new clients 

(including separately managed accounts, co-investments and other pooled investment vehicles), from entering into 

other investment advisory or sub-advisory relationships, or from engaging in other business activities or ventures, 

even if and to the extent such activities or services are or may be in competition with (or may otherwise conflict with) 

the activities of a fund or its portfolio investments and/or will involve substantial or material time and resources of us 

and our affiliates (and their respective affiliates and agents); provided that the applicable partnership agreement 

typically contains limitations on the ability of us and our affiliates to commence investment activities with respect to 

a successor fund to a fund. 

Neither a fund nor its investors generally will have any right to participate or to obtain an interest in any outside 

activities of us or our respective affiliates or employees or any Consultants (except with respect to any offset of the 

management fee contemplated by the partnership agreement). Certain investors may be invited to participate in such 

investment opportunities and other outside activities, while other investors may not, in our discretion (subject to the 

partnership agreement). In addition, other activities of us or our affiliates could subject a fund to trading restrictions 

or position limits that could prevent us from acting in the best interest of such fund.  

GIFTS AND ENTERTAINMENT 

Our supervised persons may on occasion offer or accept or provide gifts or invitations to entertainment but generally 

attempt to avoid any activity that would create a material conflict of interest or impropriety in the course of our 

business relationships. Our gifts and entertainment policy will implement internal controls to monitor such activity, 

including requiring supervised persons to report to, and/or obtain prior approval from, the Chief Compliance Officer 

before accepting or providing gifts and entertainment of significant value or that may otherwise be inappropriate under 

the circumstances. 

POLITICAL CONTRIBUTIONS 

We have adopted a political contributions policy in an attempt to facilitate compliance with Rule 206(4)-5 under the 

Advisers Act, which, among other things, prohibits an adviser from providing advisory services for compensation to 

a government entity (or a pooled investment vehicle in which a government entity invests) for a two-year period after 

the adviser or certain of its advisory personnel makes a contribution to an official of such government entity. Except 

as otherwise set forth in our political contributions policy, a supervised person generally will not be able to make a 

contribution to a government official, candidate for public office or political action committee without the prior 

approval of the Chief Compliance Officer. 

TRANSACTIONS INVOLVING CONFLICTS OF INTEREST 

In addition to the foregoing matters and actions, we may cause or permit a fund to enter into or engage in various 

transactions, arrangements and agreements involving or that may involve actual or potential conflicts of interest 

(including, without limitation, related party transactions or investments in which we or our affiliates have a financial 

or other interest). We generally endeavor to review such identified transactions or matters involving actual or potential 

material conflicts of interest and will take such steps or pursue such actions or make such determinations as we deem 

necessary or appropriate in our discretion to cause the terms of any such dealings to be reasonable and appropriate 

under the circumstances (as determined by us in our discretion). Except as otherwise set forth in the partnership 

agreement, any transaction or arrangement or matter which involves actual or potential conflicts of interest may, in 
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our discretion, be presented or submitted to the advisory committee of a fund, an independent representative or a 

majority in interest of the investors in a fund for review and approval on behalf of such fund and its investors, or any 

such transaction or matter may be resolved or approved or consented to by us in our sole discretion on behalf of the 

fund. Moreover, each investor will be required to appoint and designate the advisory committee or an independent 

representative selected or engaged by us as an authorized body to provide consent on behalf of a fund and its investors 

with respect to any transaction or matter requiring consent of such fund or otherwise under the Advisers Act (and the 

rules and regulations promulgated thereunder), including consents or approvals in connection with conflict 

transactions or principal transactions. Any consent or approval given by the advisory committee, an independent 

representative or a majority in interest of the investors on behalf of a fund and the investors after consultation with the 

general partner will be binding and conclusive on the fund and the investors (and will constitute and be deemed to 

constitute the consent or approval of the fund and each investor). If we consult with the advisory committee or an 

independent representative engaged or retained by the general partner with respect to a matter or transaction or course 

of action giving rise to a conflict of interest or otherwise involving any conflict of interest, or we submit any such 

matter or transaction to a majority in interest of the investors for approval or consent, and (i) the advisory committee 

or such independent representative (or a majority in interest of the investors) waives that conflict of interest or consents 

to or approves such matter or transaction or course of conduct involving a conflict of interest or (ii) we act in a manner, 

or pursuant to standards or procedures, approved by the advisory committee, or an independent representative or a 

majority in interest of the investors with respect to that conflict of interest, then none of us, the general partner or any 

of their respective affiliates will have any liability to the fund or any investor by reason of that conflict of interest for 

actions in respect of that matter taken in good faith by them, including actions in pursuit of their own interests (and 

will be deemed to have fulfilled its or their fiduciary duties in respect of that matter).  

There can be no assurance that any conflicts will be resolved or determined in a manner that is favorable to the fund 

or any or all of the investors. 

CO-INVESTMENT OPPORTUNITIES 

We and our affiliates may from time to time provide or commit to provide or offer or otherwise make available the 

opportunity to co-invest with or alongside a fund in certain investments to one or more investors, “anchor investors”, 

Braemont co-investors, Strategic Investors and/or other persons, in each case on terms to be determined by us in our 

sole discretion, including, without limitation, terms which waive or provide for reduced management fees and/or 

carried interest or which offer priority or customized allocation processes or other preferential terms with respect to 

such co-investment. 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 us in our discretion, may not always be in the best interests of a fund or any individual investor. We or 

an affiliate may also establish a co-investment vehicle for one or more third party investors for which we expect to 

offer or make available co-investment opportunities.  

In addition to Braemont commitment to a fund, the general partner may, in its discretion, give “Braemont co-investors” 

the opportunity to co-invest side-by-side with or alongside such fund on the same or substantially similar economic 

terms and conditions at the level of the investment as those on which such fund invests, subject to applicable legal, 

tax, regulatory, accounting, national security, compliance or other considerations, and the general partner will cause 

any such “Braemont co-investors” (other than any such Braemont co-investor who is an officer or member of the 

board of directors of the applicable portfolio company or any Braemont co-investor who is not an affiliate of, or 

otherwise controlled by, the general partner) to dispose of such co-investment at the same or substantially similar time 

and on the same economic terms and conditions as such fund’s disposition of such investment, in each case subject to 

applicable legal, tax, national security, accounting, regulatory, compliance or other considerations. The amount of 

such co-investment opportunity made available to the Braemont co-investors pursuant to this paragraph will not 

exceed, with respect to any such co-investment opportunity, twenty percent (20%) of the aggregate amount of such 

co-investment opportunity deemed available to us for co-investment and the Braemont co-investors generally will 

share proportionately (based on invested capital) in all expenses related to any such co-investment (except with respect 

to any dead deal expenses, which may be borne exclusively by the fund). For the avoidance of doubt, Braemont co-

investors may include, as determined by the general partner, one or more strategic partners, Consultants or other 

persons (which for this purpose may consist of third parties and investors who are not affiliates of us) to invest in 

transactions in which a fund invests if the general partner determines in good faith that their investment would be 

beneficial to such fund.  

Subject to the right of the general partner to allocate up to twenty percent (20%) of any applicable co-investment 

opportunity to the Braemont co-Investors pursuant to the foregoing paragraph, any such co-investment opportunity 
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that the general partner elects in its discretion to make available to investors will be offered to the “anchor investors” 

on a pro rata basis in accordance with their respective commitments prior to offering or otherwise making such co-

investment opportunity available to any other investors or persons (other than the Braemont co-investors pursuant to 

the foregoing paragraph); provided that the general partner will be under no obligation to offer or otherwise make 

available any co-investment opportunity to any persons; provided further, to the extent the general partner determines 

in good faith that the priority allocation procedures with respect to the “anchor investors” would not be practicable or 

feasible with respect to any particular co-investment opportunity, then such co-investment opportunity may be offered 

and allocated to any other persons determined by the general partner to be appropriate. The procedures for offering 

any such co-investment opportunity to the “anchor investors” will be set forth in detail in the partnership agreement.  

In exercising its sole discretion in connection with such co-investment opportunities, including with respect to 

allocating a particular investment to and among potential co-investors and determining the terms thereof, we or the 

general partner of a fund may consider some or all of a wide range of factors or considerations (some or all of which 

may benefit us and our affiliates), including, without limitation, the following: (i) the ability of a potential co-investor 

to react promptly to a co-invest opportunity; (ii) any strategic advantages that may result from a potential co-investor’s 

participation in a co-investment opportunity (including size based pricing discounts that would be provided or 

available to the fund); (iii) a potential co-investor’s commitment to a fund; (iv) arrangements the general partner or an 

affiliate has entered into or intends to enter into which grant priority or customized allocation processes or other 

preferential terms with respect to co-investment opportunities; (v) the likelihood that a co-investor may invest in the 

fund and/or any future fund or vehicle managed or sponsored by us; (vi) the potential co-investor’s investable assets 

relative to the size of the co-investment opportunity; (vii) confidentiality concerns that may arise in connection with 

providing the co-investor with specific information about or relating to such co-invest opportunity; (viii) regulatory, 

tax and/or securities law considerations and the eligibility of persons to invest or participate in such co-investment 

opportunity; (ix) whether the potential co-investor’s participation in an investment may subject the fund to additional 

or more burdensome legal, regulatory, compliance, reporting or other burdens or could impair our ability to execute 

the relevant transaction in the desired time or on desired terms; (x) the size of the investment allocation and practicality 

of dividing it among multiple co-investors; (xi) lender or credit facility requirements or conditions; (xii) whether a co-

investment vehicle has been or will be established; and/or (xiii) whether we believe that allocating investment 

opportunities to a particular co-investor will help establish, recognize, strengthen and/or cultivate relationships that 

have the potential to provide longer-term benefits to us, the funds and/or any future funds or clients managed by us.  

In certain circumstances, we will be authorized to grant certain third-party investors, including those that have invested 

in established co-investment vehicles, the opportunity to have priority in co-investment opportunities. Furthermore, 

decisions regarding whether and to whom to offer co-investment opportunities may be made by us in our discretion 

in consultation with other participants in the relevant transactions, such as a co-investment sponsor. Additionally, from 

time to time, certain service providers seek to negotiate co-invest rights as a component of their compensation or in 

exchange for granting better terms to the fund or us, or a company owned by the fund in connection with the services 

provided. Co-investment opportunities may, and typically will, be offered to some and not to all investors (including 

the “anchor investors”). Our allocation of co-invest opportunities generally may not always result in allocations that 

are proportional to the amounts committed, if any, by the relevant co-investors to the fund or any other co-investment 

vehicle, and such allocations may be more or less advantageous to some persons or entities than to others.  

A Fund may co-invest with third parties through partnerships, joint ventures or other entities and arrangements. Such 

investments generally will involve potential risks not present in investments where a third party is not involved, 

including the possibility that a third-party co-investor or partner may at any time have economic or business interests 

or goals that are inconsistent with or in conflict with those of a fund, may encounter liquidity or insolvency issues or 

may be in a position to take action contrary to the objectives of a fund. In addition, a fund may in certain instances be 

liable for the actions or omissions of any third-party co-venturer or partner. There can be no assurance that a fund’s 

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 participates in the same transaction.  

We expect from time to time to charge or otherwise receive from co-investors certain management and/or other fees 

and/or enter into other compensation-related arrangements with such co-investors in exchange for providing services 

in respect of such co-investment. We generally will have broad discretion and wide latitude to structure and negotiate 

the terms of co-investment opportunities, as well as the amount and manner of payment of any related fees or other 

compensation. A fund generally will not benefit from, or have any right to receive or share in, any fees or compensation 

received by us and our affiliates from any co-investors or co-investment vehicle.  
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In the event that a transaction in which a co-investment was contemplated and expected ultimately is not 

consummated, all obligations, liabilities and out-of-pocket and/or break-up fees, costs and expenses relating to such 

unconsummated investment or transaction generally will be borne by and allocated to the applicable main fund 

managed by us. However, to the extent such co-investors or co-investment vehicle have or has already committed 

capital to a co-investment or other vehicle either in connection with such transaction or an existing vehicle that has 

committed to such transaction, such vehicle generally is expected to bear its allocable share of such dead deal 

expenses. If a co-investment vehicle is established by us or an affiliate, such entity generally will bear expenses and 

costs related to its formation and operation, many of which generally are expected to be similar in nature to those 

borne by the fund. 

To the extent we or any of our affiliates, employees or personnel receive “transaction fees” from, on behalf of, or with 

respect to any investment in one or more co-investors participate alongside a fund, then only the fund’s allocable or 

pro rata share or portion of such fees will or may result in any offset against, or reduction to, the management fees, 

and the co-investors’ allocable share or portion of such transaction fees will not result in any reduction to, or offset 

against, the management fees, and such amounts may be significant or material. 

PRINCIPAL TRANSACTIONS 

Neither we nor any of our affiliates may engage in any principal transaction with a client unless it complies with 

applicable law and the policies and procedures relating to such transactions that are set forth in the applicable 

governing documents of such client. In order to ensure that it obtains the requisite consent required by Section 206(3) 

of the Advisers Act, neither we nor any of our affiliates generally will engage in any principal transaction with a client 

without the prior approval of the applicable client’s advisory committee, to the extent established (or the approval of 

a majority in interest of the investors of such client). 
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Item 12: Brokerage Practices 

 

 

BROKERAGE POLICIES 

Our advisory business generally will involve privately negotiated transactions with the prospective sellers and 

prospective buyers, and we generally expect to transact in privately traded securities and securities of private 

companies. Accordingly, we do not expect to use, select or otherwise recommend broker-dealers or other 

counterparties in connection with the investment activities of our clients. In the event that we are called upon to select 

and/or recommend broker-dealers or other counterparties to clients in the future (including with respect to publicly 

traded securities acquired in an initial public offering), we will implement and adopt policies and procedures 

reasonably designed to ensure that such brokers and counterparties are selected in a fair and equitable manner and will 

promptly amend our brochure to disclose such policies and procedures. 

ALLOCATION OF INVESTMENT OPPORTUNITIES 

We will endeavor to act reasonably and in good faith in connection with the allocation of investment opportunities. 

Until such time as we and our affiliates are permitted to commence investment activities on behalf of a successor fund 

to a fund or the expiration or termination of the applicable investment period, we generally will present or offer to 

such fund all investment opportunities sourced by us and our affiliates that are deemed by us in our sole discretion to 

be suitable and appropriate for such fund, and consistent with the investment criteria of such fund; provided that (i) 

such investment opportunities, in our good faith judgment, meet or satisfy such fund’s objectives, strategy and 

investment criteria and are reasonably available to such fund, and (ii) such fund is otherwise able to make such 

investments and such investments are not materially limited as a result of investment restrictions, diversification 

considerations or applicable law or regulation or otherwise. The foregoing will not prevent or prohibit or limit or 

restrict the ability of any other fund the commencement of operations of which is not prohibited or restricted under 

the terms of the applicable partnership agreement to invest all or any portion of its available capital (whether as follow-

on investments, new investments or otherwise), without offering such opportunity to a fund. Notwithstanding the 

foregoing, neither our principal nor any other Braemont parties (including Consultants) will be precluded or restricted 

from (i) investing in, funding follow-on investments in, or receiving interests from, a person in which any of the 

Braemont parties held or owned a direct or indirect interest as of the initial closing date of such fund or any successor 

to or affiliate of such person, (ii) receiving interests distributed to them from such fund or a fund described below or 

in connection with the exercise of preemptive rights, rights of first refusal or other pre-existing rights, (iii) investing 

in publicly traded securities, (iv) investing through a blind-pool investment vehicle or a discretionary brokerage 

account in which a person other than a Braemont party makes investment decisions with respect to specific 

investments, (v) investing in a portfolio company through a subsequent or successor fund formed by us or an affiliate 

(other than as set forth in the applicable governing documents of a fund), the commencement of operations of which 

is not, at the time of investment, prohibited pursuant to the applicable partnership agreement, (vi) receiving interests 

from such person as payment of transaction fees or as payment of any similar fees with respect to a direct or indirect 

investment in such person by a parallel fund, feeder fund, employee investment vehicle, alternative investment vehicle 

or any other investor, (vii) receiving interests from such person as compensation (or in lieu of cash compensation) in 

connection with any financial advisory, consulting or similar services provided to such person, or (viii) receiving 

interests upon disposition or exchange of any interests referred to above.  

However, we and our affiliates (including our principal) may in the future manage, advise, operate, establish or sponsor 

one or more affiliated and third-party pooled investment vehicles and other clients in addition to our existing funds 

and/or investments similar to or the same as those in which such existing funds seek to invest and may direct certain 

relevant investment opportunities to those investment funds and investments and away from such existing funds. With 

respect to investment funds sponsored, established, managed and/or operated by us or an affiliate, over time, certain 

investment opportunities that are or may be deemed to be suitable and appropriate for our existing funds are likely 

also to be suitable and appropriate for one or more other investment vehicles or clients sponsored, established, 

managed or advised by us or our affiliates. In determining which investment funds will participate or be offered the 

opportunity to participate in any such investment opportunities, subject to the applicable partnership agreements, we 

and our affiliates will be subject to potential conflicts of interest among the investors in such existing funds and other 

investors in the other pooled investment funds sponsored or managed by us or an affiliate. To determine whether our 

existing funds or any other investment fund or client managed or sponsored or advised by us or our affiliates will 

participate in the relevant opportunity, we generally will attempt to assess whether such opportunity is appropriate for 

each relevant or applicable fund based on the terms of such fund’s limited partnership agreement or governing 

documents, as well as factors or considerations deemed relevant or appropriate by us in our discretion including, but 
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not limited to: each fund’s investment restrictions and objectives (including those set forth in the relevant fund’s 

partnership agreement or governing document, as applicable), strategy, capital structure, risk profile, time horizon, 

investment size, whether the opportunity is a follow-on investment, tax sensitivity or tax issues, tolerance for turnover, 

asset composition and diversification of overall portfolio, cash level, applicable legal or regulatory restrictions or 

considerations, life cycle and/or structure. A fund or client may invest in any particular investment alongside or with 

one or more other vehicles, accounts, funds and/or clients managed or advised by us or their investments (including 

any co-investment vehicles).  

We will determine the allocation of investment opportunities among funds and clients in a manner that we believe to 

be reasonable and appropriate under the circumstances and consistent with its duties and obligations with respect to 

each applicable fund or client, and may take into consideration factors such as those set forth above or any other 

factors or considerations deemed to be relevant or appropriate in our sole discretion. In the event that the available 

amount of an investment opportunity in which a fund or client will invest exceeds the amount deemed by us to be 

appropriate or advisable for such client or fund, such excess may be offered or made available to one or more potential 

co-investors, and in accordance with the terms and conditions set forth herein.  

The allocation of opportunities among applicable funds and clients may not always, and often will not, be proportional. 

Therefore, such allocations may be more advantageous to a client or fund relative to one or all of the applicable 

investment funds and clients, or vice versa. While we will endeavor to allocate investment opportunities in a manner 

that we believe in good faith is reasonable and appropriate under the circumstances (consistent with the terms of the 

applicable partnership agreements), there can be no assurance that a fund’s actual allocations 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 us and our affiliates are or may be subject did not exist.  

Conflicts of interest can arise if and to the extent a fund or client makes an investment in a portfolio company in 

conjunction with or contemporaneously with, an investment made by another fund or client sponsored or managed by 

us and our affiliates. For instance, a fund may not invest through the same vehicles, have the same access to credit or 

employ the same hedging or investment strategies as such other investment fund or client. This may result in 

differences in price, investment terms, leverage and associated costs between such fund and any other investing fund 

or client sponsored or managed by us. There can be no assurance that a fund or client and the other investing funds or 

clients will exit the investment at the same time or on the same terms, and there can be no assurance that a client’s or 

fund’s return on such an investment will be the same as or similar to the returns achieved by any other fund or client 

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

attempted resolution or mitigation of such conflicts will be possible or beneficial to a fund or client.  

Pursuant to the applicable governing documents, a fund may purchase assets from, and/or sell assets to, any other 

vehicle or entity managed or sponsored by us and/or our affiliates where such fund or such persons have warehoused 

investments. In addition, a fund may temporarily warehouse all or a portion of an investment opportunity to facilitate 

or with the intention to facilitate an investment by one or more affiliated or third party investments (by syndicating 

such investment in accordance with the procedures outlined herein). Any syndication contemplated in the applicable 

governing documents of a fund may be effected without having to obtain or seek the consent or approval of any limited 

partner advisory committee or any other person. See Item 11. 
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Item 13: Review of Accounts 

 

 

REVIEWS OF ACCOUNTS 

Our principal, together with one or more of our investment professionals, will conduct reviews of clients, client 

investments and portfolio companies on at least a quarterly basis. As described in Item 10 above, certain of our 

employees, officers, agents and/or affiliates serve as directors, officers and/or committee members on portfolio 

companies in which our clients invest and/or will be actively involved in the operations of such companies. In 

connection with such activities, we monitor portfolio companies and the performance thereof. With respect to 

accounting matters, we will engage an independent public accounting firm to conduct annual audits of each pooled 

investment vehicle managed or sponsored by us, as required by applicable law.  

REPORTS TO INVESTORS 

In general, investors in our funds will be provided with quarterly and annual portfolio reports and annual audited 

financial statements. Financial statements of a fund for each fiscal year are prepared in accordance with U.S. generally 

accepted accounting principles and audited by an independent public accounting firm selected by the applicable 

general partner of such fund. The annual audited financial statements of a fund generally will be provided or made 

available to current and former investors within 120 days after the end of each fiscal year (or as soon as reasonably 

practicable thereafter). We also expect to provide or make available to investors quarterly reports or statements with 

respect to each fund within 60 days after the end of each of the first three fiscal quarters of each fiscal year of such 

fund (or as soon as reasonably practicable thereafter). The general partner of each fund expects to provide Schedules 

K-1 on an annual basis to investors. Certain investments may cause an investor to file for an extension with respect to 

its own income tax return which, in turn, may cause a delay in distributing Schedules K-1 to investors.  

We provide or may provide additional information to any fund’s advisory committee at its meetings and/or in 

conjunction with completing its required activities. Pursuant to agreements with certain investors (including Strategic 

Investors), we provide and may in the future agree to provide additional information to such investors that is not 

distributed or made available to all investors in a fund. Such investors may make investment decisions or take actions 

with respect to investments in a fund or client based upon or as a result of such information, which could materially 

adversely affect the other investors. See Item 10.  
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Item 14: Client Referrals and Other Compensation 

 

 

THIRD-PARTY COMPENSATION 

Except as otherwise provided herein, neither we nor any of our affiliates generally receive any economic benefit from 

a non-client for providing investment advice or other advisory services with respect to our clients. Nevertheless, 

portfolio companies may pay certain fees to our employees and affiliates and Consultants, including (among others), 

fees related to transaction advisory services and monitoring activities, onboarding fees, exit fees and transaction fees. 

We and/or our affiliates may also earn fees (such as break-up or topping fees) in connection with any transaction that 

is not consummated. See Item 5.  

REFERRALS 

We may engage, appoint or retain from time to time certain third-party placement agent(s) in connection with the 

offering of interests in certain funds or other vehicles to prospective investors. As compensation for their services, 

such persons receive or may receive compensation from us (or our affiliates) which consists of (among other things) 

(i) a percentage of the management fees and/or carried interest distributions, (ii) an allocation paid to us or our affiliates 

with respect to such investors and clients, (iii) a percentage of an investor’s commitment, or (iv) a flat fee. Investors 

generally will not be charged any higher or additional fee as a result of such agreements or arrangements. In every 

instance, all arrangements and payments of placement agent fees will be disclosed to applicable investors.  
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Item 15: Custody 

 

 

Due to our affiliation with the general partners of our clients, we are deemed to have custody of our clients’ cash and 

securities for purposes of Rule 206(4)-2 under the Advisers Act. In accordance with Rule 206(4)-2, our clients’ cash 

and securities (except for privately offered securities) are maintained at or with one or more qualified custodians. We 

or an affiliate may change custodians of our clients at any time and from time to time without the consent of, or notice 

to, applicable investors.  

In general, and to the extent required by law, independent public auditors, which are registered with and subject to 

inspection by the PCAOB, will conduct annual audits of each fund, and audited financial statements (prepared in 

accordance with U.S. generally accepted accounting principles) are provided to investors on an annual basis. The 

general partner of a fund will use commercially reasonable efforts to provide such audited financial statements to 

investors within 120 days after the end of each fiscal year, but there can be no assurance that we will be successful in 

this regard. Qualified custodians are not expected to provide account statements directly to investors in our clients. 
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Item 16: Investment Discretion 

 

 

DISCRETIONARY AUTHORITY  

Subject to the terms of the applicable partnership agreement, we have discretionary power and authority over the types 

of investments to be bought and sold, as well as the amount to be bought and sold, on behalf of each of our clients.  

In addition, we will have authority to determine the broker-dealer or other counterparty (or other service providers or 

vendors) to be used for fund transactions and the negotiation of commission rates and other consideration to be paid 

to such counterparties by our clients. See Item 10.  

LIMITED POWER OF ATTORNEY  

Each investor in our clients generally will grant the general partner of the applicable client a limited power of attorney 

to enable the general partner to take various ministerial actions with respect to our clients on its behalf. We or the 

general partner of a client will have the authority to act on behalf of the applicable client in connection with the 

acquisition and disposition of investments. 
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Item 17: Voting Client Securities 

 

 

While the general partner of each client technically will have proxy voting authority on behalf of such client, they 

generally will not expect to be called upon to vote with respect to any publicly traded securities owned by that client. 

Nevertheless, in the event that the general partner is called upon to vote proxies, it will vote such proxies in accordance 

with the proxy voting policies and procedures in our compliance manual. In general, proxy proposals, amendments, 

consents or resolutions will be required to be voted in a manner that serves the best interests of the applicable client, 

as determined in the discretion of the general partner. The general partner of a client will attempt to identify actual or 

potential conflicts of interest that could compromise the independence of voting decisions when voting a proxy on 

behalf of a client. Where a material conflict of interest is identified, the general partner generally will attempt to 

resolve the conflict before voting a proxy. A general partner may determine not to vote proxies in respect of securities 

of an issuer if it determines that it would be in a client’s overall best interest not to vote. Investors generally may not 

direct or otherwise influence votes with respect to any particular proxy solicitation. Clients may obtain copies of our 

proxy voting policy by contacting us. 
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Item 18: Financial Information 

 

 

At this time, we are not aware of any financial condition that is reasonably likely to impair our ability to meet our 

contractual obligations to our clients. We have not been the subject of any bankruptcy petitions, including in the past 

ten years.  
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General Information 

 

 

PRIVACY POLICY 

We expect to adopt policies and procedures that we believe are reasonably designed to protect various records and 

information of investors. Subject to limited exceptions, our privacy notice and, except as otherwise authorized by each 

investor, private information about investors is disclosed only as permitted by applicable law to our affiliates and 

service providers, including our accountants, attorneys, brokers, custodians, transfer agents and any other parties 

whose services are necessary or convenient to the operation of our clients.  

 

 

 

 

  


