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This brochure provides information about the qualifications and business practices 

of MGG Investment Group LP (“MGG” or “Adviser”).  If you have any questions 

about the contents of this brochure, please contact us at 212-356-6100 or via email at 

info@mgginv.com.  The information in this brochure has not been approved or 

verified by the United States Securities and Exchange Commission (“SEC”) or by any 

state securities authority. 

 

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

www.adviserinfo.sec.gov. 

 

REGISTRATION WITH THE SEC AS AN INVESTMENT ADVISER DOES NOT 

IMPLY THAT MGG OR ANY PRINCIPALS OR EMPLOYEES OF MGG 

POSSESS A PARTICULAR LEVEL OF SKILL OR TRAINING IN THE 

INVESTMENT ADVISORY BUSINESS OR ANY OTHER BUSINESS. 
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ITEM 2 – MATERIAL CHANGES 

 

There have been no material changes to MGG’s investment advisory business or the 

disclosures thereto contained in this Brochure since MGG last filed its annual Brochure 

update with the SEC on March 31, 2022.   MGG has made various non-material clarifying 

revisions as part of this annual update to the Brochure. MGG urges current and 

prospective investors to review this Brochure in its entirety. 
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ITEM 4 - ADVISORY BUSINESS 

MGG Investment Group LP (including its advisory affiliates where the context requires, 

“MGG” or the “Adviser”), a Delaware limited partnership, is a New York-based credit-

focused asset manager firm that specializes in private credit investments primarily in lower 

middle to middle market companies.  MGG commenced operations in 2014.  Kevin Griffin 

has 100% control and management responsibility of MGG’s investment and non-

investment decisions and operations.  Kevin Griffin, together with Gregory Racz and Frank 

McCourt, indirectly through various entities, are entitled to receive the profits generated 

from the fees received by MGG and are the principal beneficial owners of MGG.   

 

 

As of the date of this Brochure, MGG and its advisory affiliates (as described below) 

provide discretionary investment advisory services to various private investment funds 

(some of which are organized as master-feeder and mini-master structures) and separately 

managed accounts (collectively, the “Funds” or “Advisory Clients”). The Funds include 

funds that have been organized primarily to accommodate varied regulatory, tax, legal, 

risk, leverage, and other requirements, sensitivities, strategies and objectives of different 

investors, as well as various co-investment vehicles that MGG has organized to co-invest 

side-by-side with MGG’s primary Funds in specific portfolio companies.  For a list of each 

of the Funds managed by MGG, please refer to the current version of MGG’s Form ADV 

Part 1A filing with the SEC, which is publicly available at: 

https://adviserinfo.sec.gov/firm/summary/174126.    

 

Generally, a related person of MGG serves as the general partner of each Fund, and MGG 

serves as the investment adviser to the Funds.  References to MGG in this Brochure 

include, as the context requires, any affiliates: (i) through which MGG provides investment 

advisory services to the Funds, including a relying adviser that manages a Fund that is 

closed to new investors as further described in Schedule R to MGG's Form ADV Part 1A 

or (ii) that serve as general partners of the Funds.  However, due to regulatory and other 

considerations, certain Funds have general partners who are not affiliated with MGG. 

 

MGG tailors its advisory services to the specific investment objectives and restrictions of 

the Funds.  Investors and prospective investors in a Fund should refer to the confidential 

private placement memorandum, limited partnership agreement, investment advisory 

agreement and other documents for such Fund (the “Governing Documents”) for more 

complete information on the investment objectives and investment restrictions with respect 

to the Fund.  There is no assurance that any of the Funds’ investment objectives will be 

achieved. 

 

The Funds are offered exclusively to (i) Non U.S. persons and (ii) U.S. persons who are 

“accredited investors” (within the meaning of Regulation D under the Securities Act of 

1933 (as amended, the “Securities Act”)), “qualified purchasers” (as defined under the 

Investment Company Act of 1940 (as amended, the “Company Act”)) and/or 

“knowledgeable employees” as defined under Rule 3c-5 of the Company Act. The Funds 

are not required to register as investment companies under the Company Act in reliance 

https://adviserinfo.sec.gov/firm/summary/174126
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upon certain exemptions available to private investment funds whose securities are not 

publicly offered and whose investors satisfy certain criteria. 

 

This Brochure does not constitute an offer to sell or solicitation of an offer to buy any 

securities.  The securities of the Funds are offered and sold on a private placement basis 

under exemptions promulgated under the Securities Act and other applicable state, federal 

or non-U.S. laws. Significant suitability requirements apply to prospective investors in the 

Funds, including, for example, requirements that they be “accredited investors” as defined 

in Regulation D, “qualified purchasers” as defined in the Investment Company Act, or non-

”U.S. Persons” as defined in Regulation S. Persons reviewing this Brochure should not 

construe this as an offer to sell or a solicitation of an offer to buy the securities of any of 

the Funds described herein. Any such offer or solicitation will be made only by means of 

a confidential private placement memorandum. 

 

In accordance with common industry practice, the general partner of a Fund may enter into 

“side letters” or similar agreements with certain investors pursuant to which the general 

partner grants the investor specific rights, benefits, or privileges that are not made available 

to investors generally.  

 

MGG does not participate in any wrap fee programs.  

 

MGG currently manages all client assets on a discretionary basis in accordance with the 

terms and conditions of the Funds’ Governing Documents.  As of December 31, 2022, the 

amount of assets MGG managed on a discretionary basis is $4,560,376,330.  
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ITEM 5 - FEES AND COMPENSATION  

MGG is compensated through the payment of management fees and performance-based 

compensation by the Funds. MGG will receive a periodic management fee (the 

“Management Fee”) from the Funds, or directly from the investors (as the case may be) as 

detailed below. 

Subject to the specific terms set forth in the applicable Fund’s Governing Documents, the 

annual Management Fee payable by a Fund investor in quarterly installments is generally 

1.5% of the investor’s invested capital in respect of such Fund.  The foregoing 

Management Fee calculated with respect to the Fund investor is typically subject to 

reduction (i.e., offset) for certain amounts, including such investor’s pro rata share of: (i) 

100% of certain types of portfolio company remuneration received by the Fund’s general 

partner and/or its related persons, including director fees, consulting fees, commitment 

fees, monitoring fees, success fees and break-up fees, if any; (ii) any placement fees paid 

or payable by the Fund (with the result that the placement fees are ultimately borne by 

MGG and/or its related persons); and (iii) organizational expenses paid or payable by the 

Fund, to the extent such expenses exceed a specified amount set forth in the Fund’s 

Governing Documents (with the result that such excess organizational expenses are 

ultimately borne by MGG and/or its related persons).  MGG may waive or reduce the 

Management Fee with respect to any investor in the Fund, including their affiliates or 

employees.  Management fees are paid by drawdowns of capital commitments from 

investors or offset against income generated from the investments. 

Additionally, subject to the terms of a Fund’s Governing Documents, MGG is generally 

entitled to receive a performance-based allocation, distribution or payment (“Carried 

Interest”). Carried Interest is allocated, distributed or paid pursuant to the terms of the 

Fund’s Governing Documents.  Carried Interest is generally deducted from the proceeds 

the Fund receives in respect of its portfolio investments, including interest and dividend 

payments and net proceeds from the sale of portfolio investments.  

All investors and prospective investors should review the Governing Documents of the 

applicable Fund in conjunction with this Brochure for complete information on the 

fees and compensation payable with respect to their investment or prospective 

investment in the Fund. In certain circumstances, the advisory fees payable to MGG 

may be negotiable. Investors and prospective investors in the Funds should note that 

similar advisory services may (or may not) be available from other investment advisers 

for similar or lower fees.  

Co-Investor Management Fees   

Under certain circumstances, MGG may also render advisory services to certain Funds 

organized to facilitate co-investments by third parties (including, but not limited to, 

existing Fund investors) in one or more of the same financing transactions engaged in by 

the primary Funds.  The investors in these co-investment Funds will generally (but may 

not always) be charged an asset-based advisory fee (which may or may not be the same 

as that charged to investors in the Primary Funds). When such fees are charged, investors 
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in the co-investment Funds typically will not be charged the same performance-based 

compensation (as described below) as investors in the primary Funds.  Further, the asset-

based advisory fees and other fees and expenses an investor in a co-investment Fund may 

be obligated to pay is typically negotiated on a case-by-case basis and, as such, the asset-

based advisory fees and other fee and expense payments MGG receives from investors in 

a co-investment Fund may vary from investor to investor.  Third parties who co-invest 

directly may not be charged such vehicle-based fees and expenses, and may only incur 

investment-related expenses.   

Deduction of Fees; Timing of Payments; Termination 

As a general matter, MGG is authorized under the Governing Documents to charge and 

deduct advisory fees directly from the assets of the applicable Fund pursuant to the terms 

of the Governing Documents. Advisory fee payments are generally made quarterly in 

advance and in accordance with the terms of such Governing Documents.  Please refer to 

the applicable Fund’s Governing Documents for more complete information on the timing 

of advisory fee payments.  

 

MGG’s investment advisory services may be terminated by a Fund at any time by prior 

written notice to MGG delivered within a reasonable period of time (typically 90 days) 

prior to such termination.  Upon such termination, any prepaid, unearned fees will be 

promptly refunded by MGG (determined on a pro rata basis based on the number of days 

elapsed in the applicable fee payment period), and any earned, unpaid fees will be due and 

payable by the applicable Fund.  

 

Other Fees and Expenses 

 

In addition to the advisory fees and performance-based fees payable to MGG, subject to 

the terms of a Fund’s Governing Documents, a Fund will typically bear organizational 

expenses incurred in connection with its formation and incur operating and other expenses, 

including but not limited to expenses incurred in connection investment-related expenses 

whether relating to investments that are consummated or unconsummated (e.g., costs, fees 

and other out-of-pocket expenses directly related to (i) the investigation and diligence of 

investment opportunities (whether or not consummated) and research-related expenses, 

including, without limitation, news and quotation equipment and services and trading 

related computer hardware and software expenses, market data services, fees to third-party 

providers of research, alternative data and/or portfolio risk management services and 

software and brokerage costs and fees and (ii) the sourcing, negotiation, structuring, 

acquisition, settlement, ownership, trading, monitoring, financing (including all amounts 

borrowed pursuant to a commitment facility), hedging or sale of its investments and other 

transaction costs, including travel expenses (including conferences, lodging and meals), 

transaction fees, broken-deal expenses, loan administration expenses, costs or expenses 

related to currency conversion in the case of all or any portion of an investment 

denominated in currency other than U.S. dollars, consulting, advisory, investment banking, 

sourcing, finder’s, legal, corporate licensing, valuation and other professional fees (and 

similar payments and compensation) relating to investments or contemplated investments, 
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brokerage commissions, information-related expenses, clearing and settlement charges, 

custodial fees, interest expenses, appraisal fees and expenses), legal, tax, auditing and 

accounting expenses (including expenses associated with the preparation of a Fund’s 

financial statements, tax returns and Schedules K-1 and accounting-, auditing- or tax-

related computer hardware and software), fees, costs and expenses of administrators; costs 

related to products and services provided in connection with performance reports; 

loan/agent servicing; expenses incurred in collection of monies owed to a Fund, insurance 

expenses (including, without limitation, directors’ and officers’ insurance, errors and 

omissions insurance and other similar policies), printing and mailing costs, placement fees 

payable by a Fund in connection with the offering of interests in the Fund (which placement 

fees will offset Management Fees dollar for dollar), expenses relating to meetings of, and 

the engagement or retention of counsel or accountants by, any advisory committee of the 

Fund, reasonable out-of-pocket costs of members of any advisory committee of a Fund in 

connection with its activities for such Fund (including the costs of any advisors permitted 

to be retained pursuant to a Fund’s Governing Documents), expenses related to annual 

meetings of the partners of a Fund and any other investors in a Fund or account managed 

by MGG, costs and expenses of the operating partners hired by MGG to assist in, among 

other things, the sourcing of investments, performing due diligence, advising on the 

structuring of investments and monitoring investments, expenses related to compliance-

related matters and regulatory filings related to a Fund’s activities (including expenses 

relating to preparation and filing of Form PF and/or other regulatory filings of MGG and 

its affiliates relating to a Fund’s activities), the costs and expenses of third-party risk 

management products and services (including, without limitation, the costs of risk 

management software or database packages), the Management Fee and any taxes 

(including New York City Unincorporated Business Tax), filing, registration, clearing or 

similar fees in various jurisdictions or other governmental, supervisory, fiscal fees or other 

charges levied against a Fund, wind-up and liquidation expenses, extraordinary expenses 

(such as litigation-related and indemnification expenses) and expenses comparable to the 

foregoing. 

 

Please refer to the applicable Fund’s Governing Documents for a complete description of 

all fees and expenses bearable by such Fund.  

 

As noted above, the Adviser will from time to time organize co-investment Funds to invest 

alongside the primary Fund(s) in specific Fund investments.  The investors in such a co-

investment Fund will typically bear all expenses related to its organization and formation 

and other expenses incurred solely for the benefit of the co-investment Fund.  A co-

investment Fund will generally bear its pro rata portion of expenses incurred in the making 

of a co- investment.  However, if a proposed co-investment transaction is not 

consummated, generally no co-investment Fund will have been formed, and, as such, the 

full amount of any expenses relating to such proposed but not consummated co-investment 

transaction will therefore be borne by the existing Funds selected by the Adviser as 

proposed investors for such proposed transaction.  As a general matter, no prospective co-

investor will bear the aforementioned broken-deal expenses until such person is 

contractually committed to invest in the prospective co-investment. 
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Expenses incurred for the sole benefit of one particular Fund are charged to the relevant 

Fund. Expenses incurred for the benefit of multiple Funds are allocated to such Clients 

based upon a reasonable and fair allocation methodology. Generally, certain expenses may 

be allocated between Funds on a pro rata basis while others may be allocated more 

specifically as determined by the benefits received by each Fund.  In determining these 

specific allocation methodologies, factors such as the Funds’ portfolio holdings, scope of 

service, time frame of service, and benefit/utilization on a Fund-by-Fund basis are 

considered.  

 

Airline travel or hotel stays incurred as Fund or account expenses often result in “miles,” 

“points” or credit in loyalty/status programs, and such benefits and/or amounts will, 

whether or not de minimis or difficult to value, inure exclusively to MGG and/or such 

personnel (and not the Funds) even though the cost of the underlying service is borne by 

the Funds. 

 

The section titled “Brokerage Practices” describes the factors MGG considers in selecting 

or recommending broker-dealers and determining the reasonableness of their 

compensation.   

 

Transaction-Based Compensation 

 

Neither MGG nor any supervised person of MGG receives any compensation as broker 

or agent for the sale of interests in any Fund or the sale of securities or other investment 

products to any Fund. Please refer to the subsection titled “Economic Benefits Received 

from Third Parties” below for information on other types of compensation that MGG 

may receive from time to time with respect to investments by the Fund. 

 

Investors and prospective investors in a Fund should carefully review the Governing 

Documents of such Fund for further information about the fees charged to the Fund’s 

investors.  Such documents are available only to current investors or prospective 

investors who are eligible to invest in the applicable Fund, as determined in the sole 

discretion of MGG. 
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ITEM 6 - PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT 

The possibility that MGG or a general partner may receive performance-based 

compensation creates a potential conflict of interest in that it may create an incentive for 

MGG to make investments that are riskier or more speculative than in the absence of such 

performance-based fees.   

 

Investors are provided with clear disclosure in each Fund’s Governing Documents as to 

how performance-based compensation is charged with respect to the Fund, and the risks 

associated with such performance-based compensation, prior to making capital 

commitments to a Fund.   

 

MGG does not allocate investment opportunities based on the performance-based (or other 

type of) fees it is entitled to receive from one Client versus another Client.  It is the policy 

of MGG to allocate investment opportunities to Clients on a fair and equitable basis, to the 

extent practicable and in accordance with Clients’ applicable investment strategies.  

Investment opportunities will generally be allocated among those Clients for which 

participation in the respective opportunity is considered permissible and appropriate (such 

Client accounts, “Eligible Accounts”), taking into account, among other considerations:  (i) 

whether the risk-return profile of the proposed investment is consistent with a Client’s 

objectives; (ii) the potential for the proposed investment to create an imbalance in a Client’s 

portfolio; (iii) the liquidity requirements of a Client; (iv) potentially adverse tax 

consequences; (v) regulatory restrictions that would or could limit a Client’s ability to 

participate in a proposed investment; (vi) leverage considerations and (vii) the need to re-

size risk in a Client’s portfolio. 

 

When MGG encounters an investment opportunity that is permissible and appropriate for 

more than one Client account (such Client account, an “Eligible Account”), MGG will 

allocate the investment opportunity on a fair and equitable basis. In such a situation, the 

investment opportunity will generally be allocated to the Eligible Accounts pro rata based 

on their respective available investment capital. 

 

Notwithstanding the foregoing, allocations of investment opportunities may be made on a 

basis other than pro rata for a number of reasons, and the determination may be based on 

factors that include, but are not limited to: (i) an Eligible Account’s investment guidelines, 

goals, and parameters, restrictions, current portfolio, liquidity requirements, and/or 

capacity; (ii) the current investment pipeline and the projected yield to maturity of an 

investment or investments; (iii) clearing, credit, and trading line considerations, including 

leverage considerations; (iv) tax, regulatory, ERISA, or legal considerations; (v) the current 

market environment; (vi) to avoid odd lots, enhance diversification, minimize 

concentration, or enhance terms to parties, (vii) whether or not an Eligible Account is in 

ramp-up, start-up period or wind-down or liquidation and/or (viii) the financial instruments 

comprising an investment (e.g., whether the investment consists of debt, equity and/or 

other assets and whether the instruments are expected to perform like debt or equity).   
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MGG is not obligated to purchase or sell for a Client account every investment which MGG 

or its employees may purchase or sell for any other Client account(s), if such a transaction 

or investment appears unsuitable, impracticable or undesirable for the Client account; 

provided, that MGG, to the extent within its control, may not favor itself in any way to a 

Client account’s detriment and will act in a manner that, over the long term, is fair and 

equitable to all its Clients.  

 

To the extent an investment opportunity is a follow-on investment to a pre-existing 

investment, MGG may first allocate such follow-on investment to such Eligible Accounts 

holding such pre-existing investment based on their respective Available Investment 

Capital.  

 

Additionally, as noted in Item 5, MGG or the applicable GP may elect to waive or reduce 

the management fees, performance-based compensation and/or other fees for any investor, 

including investors that are affiliates and/or related persons of MGG.   
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ITEM 7 - TYPES OF CLIENTS 

As of the date of this Brochure, MGG provides investment advice to the Funds as described 

above.   
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ITEM 8 - METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK 

OF LOSS 

Investment Strategies 

 

As discussed under “Advisory Business” above, the Funds’ primary investment strategy is 

to provide financing to lower middle to middle market companies.  MGG’s clients invest 

primarily in privately sourced and negotiated senior secured credit instruments that MGG 

believes provide its clients with an attractive yield, while also seeking to generate 

additional upside for its clients when possible through other fees or equity participations in 

the target company. Certain of MGG’s clients may also make opportunistic investments 

across the capital structure of the target company. MGG’s investments may include various 

types of credit structures, such as senior secured loans, bridge loans, convertible loans, 

unitranche loans, subordinate loans, syndicated or bilateral credit facilities, revolving 

credit, delayed draw, asset-backed, dividend recapitalizations, prepackaged bankruptcies, 

rescue financials, roll-ups and acquisition financings, second lien investments, mezzanine 

investments, specialty loans and debtor-in-possession and other post-bankruptcy-petition 

financings, or non-control equity stakes, equity and hybrid instruments, event-oriented or 

other distressed special credit and asset investments.  

 

MGG clients are generally expected to extend credit primarily on a senior secured basis, 

and MGG generally attempts to mitigate the risk associated with these transactions by, 

among other ways, selecting target companies with sufficient cash flows, insisting on 

strong financial and other covenants in loan documentation and by perfecting security 

interests against all available assets of each target company.  MGG’s strategy generally 

involves credit transactions identified by MGG, but in certain circumstances, its clients 

may also acquire or participate in loans originated by others.  MGG may also invest in 

stand-alone equity investments on behalf of its clients, or in publicly traded or privately 

held preferred or common equity securities and make other equity investments, either as a 

consequence of a corporate restructuring or in instances that such investment falls within 

the general investment strategy of a client. 

 

Covenants are an important part of MGG’s investment strategy. Breach of a covenant is 

not necessarily material to a given loan and not necessarily material to the Funds’ portfolio 

as a whole. MGG discloses material developments with respect to the Fund’s portfolio and 

such developments are reflected within the Fund’s valuation. MGG does not report to 

investors every covenant breach, but this type of information is available for any investor 

to review, upon request. 

 

Disciplined Investment Process.  MGG seeks complex and special situations that deter 

other lenders and that reduce the availability of other sources of financing.  MGG typically 

selects target companies that satisfy certain criteria determined by MGG.  These criteria 

may include: 

 

• Seasoned management teams 

• Companies with a reason to exist and/or in defensive industries 
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• Healthy cash flows and strong enterprise value 

• Appropriate capital structures 

• Strong downside structural protections (e.g., asset coverage, amortizing loans, 

robust covenants, excess cash flow sweeps) 

• Ability to monitor loans post-close, including via access to management and 

reporting requirements 

 

MGG looks for investments that MGG originates and where it leads or co-leads proprietary 

diligence using best-in-class audit, industry and legal experts.   

 

A Fund’s investment strategy will be differentiated by the following attributes: 

 

Sourcing:  MGG seeks to originate or co-lead most transactions.  This original sourcing-

focused approach helps to provide greater control and deeper access to information and 

enhances MGG’s ability to layer in many levels of risk management into its investment 

process.  To source differentiated investment opportunities, MGG employs a bottom-up 

company-by-company evaluation. As part of its approach, MGG maintains close 

relationships with, and may receive information about prospective investment 

opportunities from, a diverse multi-channel sourcing network. MGG also uses its network 

of relationships to gain market insights and to obtain knowledge about industry niches and 

specific companies within those niches.   

 

Focused Triage.  Once sourced, potential investment opportunities are reviewed by 

MGG’s investment team generally on a weekly basis.  MGG assesses each investment 

opportunity in relation to the portfolio construction of its clients and seeks to ensure that 

the transaction size and industry exposure fits within such client’s investment strategy and 

targeted allocations, as applicable.  As part of this early read and focused triage, MGG 

typically “desk kills” most opportunities (generally due to poor company fundamentals, 

concern about the industry, poor structure or weak pricing) or elects to monitor an 

opportunity before deciding whether or not to pursue it further. For approximately 10% to 

20% of sourced opportunities, MGG decides to create a two-page summary of such 

opportunity and actively seek additional information.   

 

Preliminary Analysis.  The investment team meets periodically to discuss all outstanding 

opportunities and to evaluate prospective courses of action in pursuit of an opportunity. 

MGG’s process is geared to identify and focus on opportunities where its competences, 

coupled with the situation facing a target company, can be expected to create above-

market risk-adjusted returns. When MGG identifies a prospective investment, it conducts 

an initial company, industry, business, financial and asset evaluation by utilizing a 

combination of MGG’s own proprietary processes, public filings and industry research.   

Deep Diligence; Transaction Structuring; Investment Approval: After its preliminary 

analysis, to the extent MGG concludes that an investment may, pending further diligence, 

result in superior risk-adjusted returns, then the investment team prepares a proprietary 

financial model and conducts deep, PE-style due diligence and credit analysis. As part of 

its process, MGG’s deal team memorializes its diligence in a lengthy investment 
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memorandum, which is revised periodically during the assessment of an investment 

opportunity.  

During its in-depth diligence process, MGG engages directly with the target company 

management for weeks if not months and also generally speaks with the target company’s 

current investors, customers, suppliers, competitors and/or other related parties. At the 

same time, MGG and also any third parties assisting MGG in its diligence focus on 

ongoing collateral, operational and financial monitoring, which is important to managing 

risk over the life of an investment.  Third-party due diligence is used to supplement and 

verify MGG’s in-house due diligence and to help identify and assess red flags and fraud 

risk.  MGG generally engages nationally recognized forensic accountants, attorneys and 

industry consultants to assist in diligence, and runs background checks on key target 

company personnel.  

Concurrent with its diligence, MGG seeks to structure transactions to minimize risk and 

maximize risk-adjusted returns. MGG typically establishes the structure, covenants, 

reporting and examination requirements so that MGG can real-time post-investment 

continually gauge the financial health and operating performance of the target company.   

In respect of investments made by certain Funds, MGG assesses the target portfolio 

company across varied ESG factors, as MGG deems appropriate for the specific company, 

industry, and situation. 

Portfolio Management.  Once Investment Committee approval has been received and the 

transaction documents are fully negotiated and executed, MGG funds and completes the 

portfolio investment. MGG monitors each investment closely. MGG’s investment team 

meets weekly to discuss every investment in the portfolio. MGG also typically requires 

that MGG receive privileged access to management, monthly reporting packs, and 

borrower adherence to tight financial and other covenants as discussed above. This 

permits MGG to obtain early warning signs of any weakness or other issues in company 

performance.  

 

Investors and prospective investors should carefully review the offering documents of 

the applicable Fund for further discussion of its investment objective and strategy.  

Such documents are available only to current investors or prospective investors who 

are eligible to invest in the applicable Fund, as determined in the sole discretion of 

MGG. 

 

Risk Factors  

Prospective investors should carefully consider the risks involved in an investment in a 

Fund, including, without limitation, those discussed below.  Additional or new risks not 

addressed below may affect the Funds.  The following list of risk factors cannot be and is 

not intended to be exhaustive.  Prospective investors should consult their own legal, tax 

and financial advisers about the risks of an investment in a Fund.  The following risk 

factors and other relevant risks could have a material adverse effect on a Fund and the 
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limited partners’ investments therein.  Capitalized terms not defined herein shall have the 

meaning given them in the Governing Document of the applicable Fund. 

1. Effect of Substantial Losses.  If, due to extraordinary market conditions or other 

reasons, a Fund were to incur substantial losses, the revenues of MGG may decline 

substantially.  Such losses may hamper MGG’s ability to (i) retain employees, (ii) provide the 

same level of service to such Fund as it has in the past, and (iii) continue operations. 

2. Limited Liquidity of Interests.  The Funds are intended for long-term investors 

who can accept the risks associated with investing primarily in securities that involve a 

high degree of financial risk and are potentially illiquid.  There is no public market for the 

Funds’ interests, and no such market is expected to develop in the future.  Except as 

otherwise permitted by the Funds’ governing documents, limited partners typically have 

no right to withdraw from the Funds.  Limited partners generally may not sell, transfer, 

exchange, assign, pledge, hypothecate or otherwise dispose of their Fund interests (or any 

portion thereof) without the consent of the general partner, which consent may be withheld 

for any reason or no reason in the general partner’s sole discretion.   

3. Valuation of Assets and Liabilities.  The Funds’ assets and liabilities are valued in 

accordance with MGG’s valuation policies and procedures (“Valuation Policy”).  The 

valuation of any asset or liability involves inherent uncertainty.  The value of a security 

determined in accordance with the Valuation Policy may differ materially from the value that 

could have been realized in an actual sale or transfer for a variety of reasons, including the 

timing of the transaction and liquidity in the market.  Uncertainties as to the valuation of 

portfolio positions could have an impact on the net asset value of the Fund if the judgments 

of MGG regarding the appropriate valuation should prove to be incorrect.   

4. Idle Funds.  From time to time, an investment may require capital to be funded in  

the future (e.g., a delayed draw feature, a revolving credit facility or similar feature). As a 

result, a Fund may hold assets in cash and cash equivalents (or such Fund may reserve 

remaining capital commitments and leave them unfunded pending funding of those future 

obligations). Holding assets in cash (and requiring investors to reserve capital pending 

drawdown for the future funding obligations) may negatively impact a limited partner 

because of the inherent “cash drag” associated therewith.  To the extent a Fund holds a 

significant portion of its assets in cash and cash equivalents, the investment returns of the 

Fund may be adversely impacted.  However, if such Fund does not have sufficient 

remaining capital commitments from investors, it may be excluded from participating in 

revolvers or other investments with future funding obligations (although the Fund may 

participate in the term loans related to such revolvers or other investments). The investment 

returns of such Fund may benefit from such Fund’s exclusion from such investments, as 

such investments may give rise to a “cash drag” as described above. 

5. Counterparty Risk.  The Funds expect to establish relationships to obtain financing 

and other services.  However, there can be no assurance that the Funds will be able to 

establish or maintain such relationships.  An inability to establish or maintain such 

relationships could limit the Funds’ trading activities, create losses, preclude the Funds 

from engaging in certain transactions or prevent the Funds from trading at optimal rates 
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and terms.  Moreover, a disruption in the services provided by any such relationships could 

have a significant impact on a Fund’s business due to such Fund’s reliance on such 

counterparties. 

6. Risk of Loss.  No guarantee or representation is made that a Fund’s investment 

program, including, without limitation, such Fund’s investment objective, diversification 

strategies or risk monitoring goals, will be successful.  Investment results may vary 

substantially over time.  No assurance can be made that profits will be achieved or that 

substantial or complete losses will not be incurred. 

7. General Economic and Market Conditions.  The success of a Fund’s activities will 

be affected by general economic and market conditions, such as interest rates, availability 

of credit, credit defaults, inflation rates, economic uncertainty, changes in laws (including 

laws relating to taxation of such Fund’s investments), trade barriers, currency exchange 

controls, and national and international political circumstances (including wars, terrorist 

acts or security operations).  These factors may affect the amount of attractive opportunities 

and level and volatility of the prices and the liquidity and performance of the Fund’s 

investments.  Volatility or illiquidity could impair the Fund’s profitability or result in 

losses. 

8. Trade Wars. The Funds’ investments are subject to risks arising from trade policies 

and practices adopted by the U.S. and other jurisdictions, including the adoption or 

expansion of trade restrictions and the imposition of tariffs on goods being imported into 

these jurisdictions. Such policies and practices, and any changes in these policies and 

practices, may adversely impact relationships among trading partners and/or trigger 

retaliatory actions by affected countries, resulting in “trade wars.”  “Trade wars” may lead 

to reduced global economic activity, increased costs, reduced demand and changes in 

purchasing behaviors for affected goods, limits on trade with certain jurisdictions or other 

potentially adverse economic outcomes.  Such trade policies and practices, and any 

resulting consequences, may adversely impact the performance of the Funds’ investments. 

9. General Credit Risks.  Although the Funds intend primarily to make loans and 

invest in other debt instruments or obligations secured by collateral, the Funds may be 

exposed to losses resulting from default and foreclosure of any such loans or interests in 

loans in which it has invested.  Therefore, the value of underlying collateral, the 

creditworthiness of borrowers and the priority of liens are each of great importance in 

determining the value of the Funds’ investments.  No guarantee can be made regarding the 

adequacy of the protection of the Funds’ security in the loans or other debt instruments in 

which it invests.  Moreover, in the event of foreclosure, the Funds or an affiliate thereof 

may assume direct ownership of any assets collateralizing such foreclosed loans.  The 

liquidation proceeds upon the sale of such assets may not satisfy the entire outstanding 

balance of principal and interest on such foreclosed loans, resulting in a loss to the Funds.  

Any costs or delays involved in the effectuation of loan foreclosures or liquidation of the 

assets collateralizing such foreclosed loans will further reduce proceeds associated 

therewith and, consequently, increase possible losses to the Funds.  In addition, no 

assurances can be made that borrowers or third parties will not assert claims in connection 
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with foreclosure proceedings or otherwise, or that such claims will not interfere with the 

enforcement of the Funds’ respective rights.    

10. Investments in Private Middle-Market Companies.  In addition to limited 

liquidity, investments in loans issued to, and debt instruments of, private middle-market 

companies may involve a number of additional risks.  Generally, little public information 

exists about such companies, and the Funds will rely on the ability of MGG to obtain 

adequate information to evaluate the potential returns from investing in such loans or debt 

instruments.  If the Funds are unable to uncover all material information about such 

companies, they may not make a fully-informed investment decision, and may lose money.  

Private middle-market companies typically have shorter operating histories, less 

predictable operating results, narrower product lines, and smaller market shares than larger 

businesses, which characteristics tend to render them more vulnerable to competitors’ 

actions and market conditions, as well as general economic downturns.  Private middle-

market companies are also more likely to depend on the management talents and efforts of 

a small group of persons, the loss of which could have a material adverse impact.  In 

addition, private middle-market companies may be engaged in rapidly changing businesses 

with products subject to a substantial risk of obsolescence, and may require substantial 

additional capital to support their operations, finance expansion or maintain their 

competitive position.  As a consequence, certain loans invested in by the Funds could be 

or become nonperforming loans and borrowers could default with respect to such loans.   

11. Ability to Lend on Advantageous Terms; Competition and Supply.  The Funds 

originate loans.  Success in this area will depend in part on the ability of the Funds to 

originate and obtain loans on advantageous terms.  In making loans, the Funds will compete 

with a broad spectrum of lenders, some of which may be willing to lend money on terms 

more favorable to borrowers.  Such competing lenders may include private investment 

fund, public funds, commercial and investment banks, commercial financing companies 

and other entities.  Some competitors may have a lower cost of fund and access to funding 

sources that are not available to the Funds.  In addition, some competitors may have higher 

risk tolerances or different risk assessments, which could allow them to consider a wider 

variety of investments and establish more relationships than the Funds.  The Funds may 

also choose not to compete for investment opportunities based on interest rates.  Ultimately, 

increased competition for, or a diminution in the available supply of, qualifying borrowers 

may result in lower yields on loans to such borrowers, which could reduce returns to the 

Funds.   

12. Leverage and Borrowing. 

Leverage for Investment Purposes.  The use of leverage will allow certain Funds to make 

additional investments, thereby increasing their exposure to assets, such that their total assets 

may be greater than their capital.  However, leverage will also magnify the volatility of 

changes in the value of the Funds’ respective portfolios.  The effect of the use of leverage 

by the Funds in a market that moves adversely to their investments or where certain 

investments perform poorly could result in substantial losses to the Funds, which would be 

greater than if the Funds were not leveraged. 
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Borrowing for Cash Management Purposes.  The Funds have the authority to borrow for cash 

management purposes.  The rates at and terms on which the Funds can borrow will affect the 

operating results of the Funds. 

Collateral.  The instruments and borrowings utilized by a Fund to leverage investments may 

be collateralized by all or a portion of the Fund’s portfolio.  Accordingly, the Funds may 

pledge their securities in order to borrow or otherwise obtain leverage for investment or 

other purposes.  Should the securities pledged to brokers to secure a Fund’s margin 

accounts decline in value, such Fund could be subject to a “margin call”, pursuant to which 

the Fund must either deposit additional Fund or securities with the broker or suffer 

mandatory liquidation of the pledged securities to compensate for the decline in value.  The 

banks and dealers that provide financing to the Funds in certain circumstances can apply 

essentially discretionary margin, “haircut”, financing and collateral valuation policies.  

Changes by counterparties in any of the foregoing may result in large margin calls, loss of 

financing and forced liquidations of positions at disadvantageous prices.  Lenders that provide 

other types of asset-based or secured financing to the Funds may have similar rights.  There 

can be no assurance that the Funds will be able to secure or maintain adequate financing. 

Costs.  Borrowings will be subject to interest, transaction and other costs, and other types of 

leverage also involve transaction and other costs.  Any such costs may or may not be 

recovered by the return on a Fund’s portfolio. 

Differing Use of Leverage. Certain Funds with investment objectives, programs or strategies 

that are similar to those of other Funds may use leverage as an integral part of their 

investment strategy, to purchase investments that are the same or similar. Dispositions of 

certain investments in such Funds employing leverage as an integral part of their investment 

strategy may affect the value of such investments also held by Funds which do not, or 

MGG’s decision with respect to the disposition of such investments also held by Funds 

which do not use leverage as an integral part of their investment strategy. 

13. Diversification and Concentration.  MGG may select investments that are 

concentrated in a limited number or types of securities.  In addition, a Fund’s portfolio may 

become significantly concentrated in securities related to a single or a limited number of 

issuers, industries, sectors, strategies, countries or geographic regions.  This limited 

diversification may result in the concentration of risk, which, in turn, could expose such 

Fund to losses disproportionate to market movements in general if there are 

disproportionately greater adverse price movements in such securities. 

14. Loans and Participations.  A Fund’s investment program may include 

investments in loans and participations.  These obligations are subject to unique risks, 

including:  (i) the possible invalidation of an investment transaction as a fraudulent 

conveyance under relevant creditors’ rights laws; (ii) so-called lender-liability claims by 

the issuer of the obligations; (iii) environmental liabilities that may arise with respect to 

collateral securing the obligations; (iv) limitations on the ability of such Fund to directly 

enforce its rights with respect to participations; and (v) possible claims for the return of 

some or all payments in a debt made within 90 days (and in some cases, within one year) 

of the date of the issuer’s/borrower’s insolvency came under Title 11 of the United States 
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Code (the “US Code”) and under certain state laws.  In analyzing each loan or participation, 

MGG compares the relative significance of the risks against the expected benefits of the 

investment.  Successful claims by third parties arising from these and other risks will be 

borne by the applicable Fund.   

Although the Funds intend to originate loans, they may also invest in loans through the 

secondary markets.  As secondary market trading volumes increase, new loans are 

frequently adopting standardized documentation to facilitate loan trading, which may 

improve market liquidity.  There can be no assurance, however, that future levels of supply 

and demand in loan trading will provide an adequate degree of liquidity.  Because of the 

provision to holders of such loans of confidential information relating to the borrower, the 

unique and customized nature of the loan agreement, and the private syndication of the 

loan, loans are not as easily purchased or sold as a publicly traded security, and historically 

the trading volume in the loan market has been small relative to other markets. 

 

15. Priority of Debt Instruments and Loans.  The Funds may invest in secured debt 

issued by companies that have or may incur additional debt that is senior to the secured 

debt owned by the Funds.  In the event of insolvency, liquidation, dissolution, 

reorganization or bankruptcy of any such company, the owners of senior secured debt (i.e., 

the owners of first priority liens) generally will be entitled to receive proceeds from any 

realization of the secured collateral until they have been reimbursed.  At such time, the 

owners of junior secured debt (including, in certain circumstances, the applicable Fund) 

will be entitled to receive proceeds from the realization of the collateral securing such debt.  

There can be no assurances that the proceeds, if any, from the sale of such collateral would 

be sufficient to satisfy the loan obligations secured by subordinate debt instruments.  To 

the extent that a Fund owns secured debt that is junior to other secured debt, such Fund 

may lose the value of its entire investment in such secured debt.   

16. Participation and other Indirect Economic Interests.  A portion of the assets of 

the Funds may consist of participation interests or other indirect economic interests in loans 

or other debt obligations.  In such circumstances, the Funds will not directly own the debt 

obligations underlying such participation or other economic interests and/or have custody 

thereof.  As a result, the Funds will be exposed to the risk that the assets of the 

holder/custodian of any such underlying debt obligation may be subject to the claims of 

third-party creditors or other parties.  In addition, as an owner of participation interests or 

other indirect economic interests (including as a member of a loan syndicate), the Funds 

may not be able to assert any rights against borrowers of the underlying indebtedness, and 

may need to rely on the holder/custodian (or other financial institution) issuing the 

participation interests or such other entity charged with the responsibility for asserting such 

rights, if any.  Such holders/custodians and financial institutions or other entities may have 

reasons not to assert their rights, whether due to a limited financial interest in the outcome, 

other relationships with the underlying defaulting borrowers, the threat of potential 

counterclaims or other reasons, that may differ from the interests of the Funds.  The failure 

of such holders/custodians and financial institutions or other entities to assert their rights 

(on behalf of the Funds) or the insolvency of such entities could materially adversely affect 

the value of the assets of the Funds. 
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17. Syndication and/or Transfer of Debt Instruments.  The Funds originate secured 

debt obligations. The Funds may in some instances originate such secured debt obligations 

with the intent of syndicating and/or otherwise transferring a significant portion thereof.  

In such instances, the Funds will bear the risk of any decline in value prior to such 

syndication and/or other transfer.  In addition, the Funds will also bear the risk of any 

inability to syndicate or otherwise transfer such secured debt obligations or such amount 

thereof as originally intended, which could result in the Funds owning a greater interest 

therein than anticipated. 

18. Distressed Borrowers.  The Funds may invest in loans and debt instruments of 

companies that are experiencing significant financial or business difficulties, including 

companies involved in bankruptcy or other reorganization and liquidation proceedings.  

Although such investments may result in significant returns to the Funds, they involve a 

substantial degree of risk.  Distressed borrowers may be less likely to meet their obligations 

in connection with such loans or debt instruments, and the inability to meet such obligations 

may result in certain loans of the Fund becoming nonperforming.  The level of legal and 

financial sophistication necessary for successful investment in the loans issued to, or the 

debt instruments of, companies experiencing significant business and financial difficulties 

is unusually high.  There is no assurance that MGG will correctly evaluate the value of the 

assets collateralizing the loans invested in by the Fund or the prospects for a successful 

reorganization or similar action, if any, or the general performance of such loans.  In 

addition, to the extent that the Funds invests in loans or debt instruments with respect to 

companies that subsequently undergo bankruptcy or similar liquidation proceedings, such 

investments may be subject to additional risks.  

19. Lender Liability.  The Funds may incur liability as a result of its lending activities 

or the lending activities of the sellers that have originated the loans.  In past years, a number 

of judicial decisions have upheld the right of borrowers to sue on the basis of various 

evolving legal theories, collectively termed “lender liability.”  Generally, lender liability is 

founded on the premise that a lender has either violated a duty, whether implied or 

contractual, of good faith and fair dealing owed to the borrower or has assumed a degree 

of control over the borrower resulting in the creation of a fiduciary duty owed to the 

borrower, its other creditors or shareholders, or third parties harmed by the borrower.  Even 

if a Fund purchases its loans in the ordinary course of its investment activities, such Fund 

may be subject to allegations of lender liability by reason of the actions of the sellers that 

originated those loans.  MGG cannot assure investors that these claims will not arise, or 

that the Funds will not be subject to significant liability if a claim of this type were to arise. 

20. Co-Investments with Third Parties. The Funds may co-invest with third parties 

through joint ventures or other entities.  Third-party involvement with an investment may 

negatively impact the returns of such investment if, for example, the third-party co-venturer 

has financial difficulties, has economic or business interests or goals that are inconsistent with 

those of the Fund or is in a position to take (or block) action in a manner contrary to the Funds’ 

respective investment objectives.  In circumstances where such third parties involve a 

management group, such third parties may enter into compensation arrangements relating to 

such investments, including incentive compensation arrangements.  Such compensation 

arrangements will reduce the returns to participants in the investments. 
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21. Cybersecurity.  MGG, the Funds and each Fund’s portfolio companies generally 

rely on information technology systems for current and planned operations.  Information 

and technology systems of MGG and each Fund’s portfolio companies may be 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.  If any systems designed to manage 

such risks are compromised, become inoperable for extended periods of time or cease to 

function properly, MGG, a Fund and/or a portfolio company may have to make a 

significant investment to fix or replace them.  Any disruption in any of these systems or 

the failure of any of these systems to operate as expected could, depending on the 

magnitude of the problem, adversely affect the fund’s investment results and its ability to 

make distributions to its partners.  The failure of these systems and/or of disaster recovery 

plans for any reason could cause significant interruptions in MGG’s, the Funds’ and/or a 

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

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

investors (and the beneficial owners of investors).  Such a failure could harm MGG’s, the 

Funds’ or a portfolio company’s reputation, subject them and their respective affiliates to 

legal claims and otherwise affect their business and financial performance. 

Service providers to MGG and the Funds are subject to the same electronic information 

security threats as those faced by MGG.  If a service provider fails to adopt or adhere to 

adequate data security policies, or in the event of a breach of its networks, information 

relating to the transactions of a Fund and personally identifiable information of the limited 

partners may be lost or improperly accessed, used or disclosed. 

22. Alternative Data.  MGG may use alternative data in its investment process. 

Alternative data includes datasets that have been culled from a variety of sources, such as 

internet usage, payment records, financial transactions, weather and other physical 

phenomena sensors, applications and devices (such as smartphones) that generate location 

and mobility data, data gathered by satellites, and government and other public records 

databases. These data are sometimes referred to as “big data” or “alternative data”. MGG 

applies these alternative data to better anticipate micro- and macro-economic trends and 

otherwise to develop or improve trading or investment themes. 

The analysis and interpretation of alternative data involves a high degree of uncertainty 

and may entail significant expense, including technological efforts, that are expected to be 

borne—in whole or in part—by the Funds. No assurance can be given that MGG will be 

successful in utilizing alternative data in its investment process. 

Moreover, there has been increased scrutiny from a variety of regulators regarding the use 

of alternative data in this manner, and its use or misuse under current or future laws and 

regulations could create liability for MGG and the Funds in numerous jurisdictions. MGG 

cannot predict what, if any, regulatory or other actions may be asserted with regard to 

alternative data, but any adverse inquiries or formal actions could cause reputational, 

financial, or other harm to MGG or to the Funds. Conversely, any future limitations on the 
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use of alternative data could have a material adverse impact on the performance of the 

Funds. 

23. Discontinuation of LIBOR.  It is expected that the U.S. dollar London Interbank 

Offered Rate (“LIBOR”), which is commonly used as a reference rate within various 

financial contracts (any such rate, a “Reference Rate”), will not be published after June 30, 

2023 (other than the one-week and two-month tenors of U.S. LIBOR ceased to be 

published after December 31, 2021). In anticipation of the end of LIBOR, the United States 

and other countries are replacing LIBOR with alternative Reference Rates. The Secured 

Overnight Financing Rate (“SOFR”) (and with respect to term SOFR rates, the CME’s 

term SOFR rates) is the Reference Rate recommended by the Alternative Reference Rates 

Committee (the “ARRC”) convened by the U.S. Federal Reserve Board and the Federal 

Reserve Bank of New York. The ARRC and regulators have stated that any party choosing 

another Reference Rate should do so carefully. As a general matter, the expected 

discontinuation of LIBOR may significantly impact financial markets; specifically, 

discontinuation may impact financial contracts to which a Fund is a party. Generally, the 

transition to alternative Reference Rates may (i) cause the value of a Reference Rate to be 

uncertain or to be lower or more volatile than it would otherwise be; (ii) result in 

uncertainty as to the functioning, liquidity or value of certain financial contracts; (iii) 

involve actions of regulators or rate administrators that adversely affect certain markets or 

specific financial contracts; and (iv) impact the strategy, products, processes, legal 

positions and information systems of market participants, including a Fund and its 

counterparties. With respect to financial contracts to which a Fund is a party, including 

corporate loans and floating rate debt, any such contract that has a maturity that extends 

beyond June 2023 and uses LIBOR as a Reference Rate (other than contracts that include 

curative fallback language or which have other curative mechanisms available, such as safe 

harbor legislation adopted in the State of New York to permit the replacement of LIBOR 

with the rates recommended by the ARRC in contracts governed by New York law and the 

Adjustable Interest Rate (LIBOR) Act included in the Consolidated Appropriation Act, 

2022) may need to be renegotiated, the process of which will consume resources of a Fund 

and may result in disputes among counterparties, the result of which may be adverse to a 

Fund. Regulators encouraged market participants to cease (and in the case of entities that 

they regulate, have required such entities to cease) entering into new contracts that use U.S. 

Dollar LIBOR as a reference rate. As a result, U.S. Dollar LIBOR’s liquidity and 

usefulness is expected to diminish. Investors should expect that a Fund will be a party to 

SOFR-based contracts, or contracts utilizing different Reference Rates. Considered in their 

entirety, the impacts of the discontinuation of LIBOR on financial markets generally and 

on the specific financial contracts to which a Fund is a party may adversely affect the 

performance of the Fund. 

24. Assumption of Catastrophe Risks.  The Funds may be subject to the risk of loss 

arising from direct or indirect exposure to various catastrophic events, including the 

following: hurricanes, earthquakes and other natural disasters (which may be caused, or 

enhanced in frequency and severity, by climate change factors); terrorism; and public 

health crises, including the occurrence of a contagious disease. To the extent that any such 

event occurs and has a material effect on global financial markets or specific markets in 
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which MGG participates (or has a material effect on locations in which MGG operates), 

the risks of loss can be substantial and could have a material adverse effect on the Funds. 

25. Coronavirus Risks.  In December 2019, the virus SARS-CoV-2, which causes the 

coronavirus disease known as COVID-19, was first identified in the human population.  

The disease spread around the world, resulting in the temporary closure of many corporate 

offices, retail stores, and manufacturing facilities across the globe, as well as the 

implementation of travel restrictions and remote working and “shelter-in-place” or similar 

policies by numerous companies and national and local governments.  These actions caused 

the disruption of manufacturing supply chains and consumer demand in certain economic 

sectors, resulting in significant disruptions in local and global economies.  Such disruptions 

continue to be felt, as many countries and U.S. states struggle to contain the virus and its 

variants.  The speed and extent of the spread of COVID-19 and the duration and intensity 

of resulting business disruption and related financial and social impact have diminished in 

the recent past (through a combination of measures taken by governmental agencies and 

private sector participants), but could once again become material in the foreseeable future 

(especially if and when new strains of COVID-19 emerge).  Should any such COVID-19-

related developments occur, MGG’s operations and business results, including with respect 

to a Fund and its portfolio companies, could be materially adversely affected. The short-

term and long-term impact of COVID-19 on the operations of MGG and the performance 

of the Funs is difficult to predict.  Any potential impact on such operations and performance 

will depend to a large extent on future developments and actions taken by authorities and 

other entities to contain COVID-19 and its economic impact.  These potential impacts, 

while uncertain, could adversely affect the performance of the Funds. 

26. Mezzanine Debt.  Mezzanine debt is typically junior to the obligations of a 

company to senior creditors, trade creditors and employees. The ability of the Funds to 

influence a company’s affairs, especially during periods of financial distress or following 

an insolvency, will be substantially less than that of senior creditors. Default rates for 

mezzanine debt instruments have historically been higher than for investment-grade 

instruments. In the event of the insolvency of a portfolio company of the Funds or similar 

event, the Funds’ debt investment therein will be subject to fraudulent conveyance, 

subordination and preference laws. 

27. Second Lien Loans.  The Funds may invest in loans that are secured by a second 

lien on assets. Second lien loan products are subject to intercreditor arrangements with the 

holders of first lien indebtedness, pursuant to which the second lien holders have waived 

many of the rights of a secured creditor, and some rights of unsecured creditors, including 

rights in bankruptcy that can materially affect recoveries. While there is broad market 

acceptance of some second lien intercreditor terms, no clear market standard has developed 

for certain other material intercreditor terms for second lien loan products. This variation 

in key intercreditor terms may result in dissimilar recoveries across otherwise similarly 

situated second lien loans in insolvency or distressed situations. While uncertainty of 

recovery in an insolvency or distressed situation is inherent in all debt instruments, second 

lien loan products carry more risks than certain other debt products. Beginning in August 

2007, the market for many loan products, including second lien loans, contracted 

significantly which made virtually all leveraged loan products, particularly second lien loan 
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products, less liquid or illiquid. Many participants ceased underwriting and purchasing 

certain second lien loan products. There can be no assurance that the market for second 

lien loans will not contract further. 

28. Bridge Loans.  It is a common practice for financial institutions to commit to 

providing bridge loans to facilitate investments where they serve as advisers to the 

purchaser. Bridge loans are frequently made because, for timing or market reasons, longer-

term financing is not available at the time the funds are needed, which is often at the time 

of the closing of an acquisition. In the past, these commitments were not frequently drawn 

upon due to the availability of other sources of financing; however, due to market 

conditions affecting the availability of these other sources of financing (principally high-

yield bond transactions), bridge loan commitments have been and may be drawn upon more 

regularly. Since these commitments were not regularly drawn upon in the past, there is 

little history for investors to rely upon in evaluating investments in bridge loans. Bridge 

loans often have shorter maturities. Borrower and lenders typically agree to shorter 

maturities based on the anticipation that the bridge loans will be replaced with other forms 

of financing within such shorter time period. However, the source and timing of such 

replacement financing may be uncertain and can be affected by, among other things, market 

conditions and the financial condition of the borrower at the maturity date of the bridge. If 

the borrower is unable to obtain replacement financing and repay the bridge loan at 

maturity, the terms of the bridge loan may provide for the bridge loan to be converted to a 

longer term loan. If bridge loans are not repaid (or cannot be disposed of on favorable 

terms) on the dates projected by MGG, there may be an adverse effect upon the ability of 

MGG to manage the assets of a Fund in accordance with MGG’s models and projections, 

or upon such Fund’s performance and ability to make distributions. 

29. Unrated or Below Investment Grade Loans and Debt Instruments.  The Funds 

may invest in debt securities of companies unrated or below investment grade.  Such debt 

instruments may have speculative characteristics.  The market values of certain of these 

lower-rated and unrated loans and debt instruments tend to reflect individual corporate 

developments and changes in economic conditions to a greater extent than do higher-rated 

debt instruments.  As a result, the market prices of such loans and debt instruments may be 

subject to abrupt and erratic movements in price and liquidity.  Borrowers that are the 

subject of such loans and that issue such debt instruments are often highly leveraged and 

may not have available to them more traditional methods of financing.  Fluctuations in 

market value of certain of these instruments may impact the Funds’ ability to utilize 

leverage. 

30. Preferred Stock.  Investments in preferred stock involve risks related to priority in 

the event of bankruptcy, insolvency or liquidation of the issuing company and how 

dividends are declared. Preferred stock ranks junior to debt securities in an issuer’s capital 

structure and, accordingly, is subordinate to all debt in bankruptcy. Preferred stock 

generally has a preference as to dividends. Such dividends are generally paid in cash (or 

additional shares of preferred stock) at a defined rate, but unlike interest payments on debt 

securities, preferred stock dividends are payable only if declared by the issuer’s board of 

directors. Dividends on preferred stock may be cumulative, meaning that, in the event the 

issuer fails to make one or more dividend payments on the preferred stock, no dividends 
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may be paid on the issuer’s common stock until all unpaid preferred stock dividends have 

been paid. Preferred stock may also be subject to optional or mandatory redemption 

provisions. 

31. Equity and Equity-Linked Securities.  In connection with a Fund’s investment in 

loans, and incidental to such Fund’s primary investment strategy, a Fund may receive and 

ultimately will sell equity and equity-linked securities.  Such acquisitions may include, 

without limitation, warrants, publicly traded equity, privately placed equity that is subject 

to restrictions on transfer, debt that can be converted into equity based on certain 

conditions, and preferred equity.  The value of equity and equity-linked securities generally 

will vary with the performance of the issuer and movements in the equity markets.  As a 

result, a Fund may suffer losses if the return on securities it owns diverges from MGG’s 

expectations or if markets generally move in a single direction and a Fund has not properly 

hedged against such a general move.  In addition, by holding privately-placed securities, a 

Fund is exposed to risks that issuers will not fulfill their contractual obligations to such 

Fund, such as delivering marketable common stock upon conversions of convertible 

securities and registering restricted securities for public resale. 

32. Convertible Securities.  A convertible security may be subject to redemption at 

the option of the issuer at a price established in the convertible security’s governing 

instrument.  If a convertible security held by a Fund is called for redemption, such Fund 

will be required to permit the issuer to redeem the security, convert it into the underlying 

common stock or sell it to a third party.  Any of these actions could have an adverse effect 

on such Fund’s ability to achieve its investment objective. 

33. Structured Credit Products.  Special risks may be associated with investments in 

structured credit products, collateralized debt obligations, synthetic credit portfolio 

transactions and asset-backed securities.  For example, synthetic portfolio transactions may 

be structured with two or more classes of tranches that receive different proportions of the 

interest and principal distributions on a pool of credit assets.  The yield to maturity of a 

tranche may be extremely sensitive to the rate of defaults in the underlying reference 

portfolio.  A rapid change in the rate of defaults may have a material adverse effect on the 

yield to maturity.  It is therefore possible that a Fund may incur losses on its investments 

in structured products regardless of their ratings by S&P or Moody’s.  Additionally, the 

securities in which a Fund is authorized to invest may include securities that are subject to 

legal or contractual restrictions on their resale or for which there is a relatively inactive 

trading market.  Investments subject to resale restrictions may sell at a price lower than 

similar securities that are not subject to such restrictions. 

34. Special Investment Opportunities.  MGG has complete discretion to pursue 

special investment opportunities involving sharing in future revenues regardless of the 

investment theme.  MGG will opportunistically pursue any investment strategies or 

techniques that it believes are consistent with the investment objectives of a Fund. Such 

investments can be highly speculative and involve factors beyond MGG’s control. In 

addition, any new investment theme may involve unanticipated risks and there is no 

assurance that MGG will be successful in pursuing these opportunities. 
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35. Call and Put Options.  A Fund may incur risks associated with the sale and 

purchase of call options and put options. Under a conventional cash-settled option, the 

purchaser of the option pays a premium in exchange for the right to receive upon exercise 

of the option (i) in the case of a call option, the excess, if any, of the reference price or 

value of the underlier (as determined pursuant to the terms of the option) above the option’s 

strike price or (ii) in the case of a put option, the excess, if any, of the option’s strike price 

above the reference price or value of the underlier (as so determined). Under a conventional 

physically-settled option structure, the purchaser of a call option has the right to purchase 

a specified quantity of the underlier at the strike price, and the purchaser of a put option 

has the right to sell a specified quantity of the underlier at the strike price. 

A purchaser of an option may suffer a total loss of premium (plus transaction costs) if that 

option expires without being exercised. An option’s time value (i.e., the component of the 

option’s value that exceeds the in-the-money amount) tends to diminish over time. Even 

though an option may be in-the-money to the purchaser at various times prior to its 

expiration date, the purchaser’s ability to realize the value of an option depends on when 

and how the option may be exercised. For example, the terms of the transaction may 

provide for the option to be exercised automatically if it is in-the-money on the expiration 

date. Conversely, the terms may require timely delivery of a notice of exercise, and exercise 

may be subject to other conditions (such as the occurrence or non-occurrence of certain 

events, such as knock-in, knock-out or other barrier events) and timing requirements, 

including the “style” of the option. 

Uncovered option writing (i.e., selling an option when the seller does not own a like 

quantity of an offsetting position in the underlier) exposes the seller to potentially 

significant loss. The potential loss of uncovered call writing is unlimited. The seller of an 

uncovered call may incur large losses if the reference price or value of the underlier 

increases above the exercise price by more than the amount of any premiums earned. As 

with writing uncovered calls, the risk of writing uncovered put options is substantial. The 

seller of an uncovered put option bears a risk of loss if the reference price or value of the 

underlier declines below the exercise price by more than the amount of any premiums 

earned. Such loss could be substantial if there is a significant decline in the value of the 

underlier. 

36. Structured Notes.  Structured notes, variable rate mortgage-backed and asset-

backed securities each have rates of interest that vary based on a designated floating rate 

formula or index. The value of these investments is closely tied to the absolute levels of 

such rates or indices, or the market’s perception of anticipated changes in those rates or 

indices. The movements in specific indices or interest rates may be difficult or impossible 

to hedge. 

37. Restricted Securities.  Restricted securities cannot be sold to the public without 

registration under the Securities Act.  Unless registered for sale, restricted securities can be 

sold only in privately negotiated transactions or pursuant to an exemption from registration 

(e.g., under Rule 144A of the Securities Act).  Although these securities may be resold in 

privately negotiated transactions, because there is often little liquidity for these securities, 

they may be difficult and take a substantial amount of time to sell, and the prices realized 
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from these sales could be less than those originally paid by a Fund.  Restricted securities 

may involve a high degree of business and financial risk which may result in substantial 

losses. 

38. Undervalued Securities.  The identification of investment opportunities in 

undervalued securities is a difficult task, and there are no assurances that such opportunities 

will be successfully recognized or acquired.  While investments in undervalued securities 

offer the opportunity for above-average capital appreciation, these investments involve a 

high degree of financial risk and can result in substantial losses.  Returns generated from a 

Fund’s investments may not adequately compensate for the business and financial risks 

assumed.  

39. Unlisted Securities.  Unlisted securities may involve higher risks than listed 

securities.  Because of the absence of any trading market for unlisted securities, it may take 

longer to liquidate, or it may not be possible to liquidate, positions in unlisted securities 

than would be the case for publicly traded securities.  Companies whose securities are not 

publicly traded may not be subject to public disclosure and other investor protection 

requirements applicable to publicly traded securities.  

40. Non-U.S. Investments.  Investing in the securities of companies (and, from time 

to time, governments) outside of the United States involves certain considerations not 

usually associated with investing in securities of U.S. companies or the U.S. government, 

including political and economic considerations, such as greater risks of expropriation, 

nationalization, confiscatory taxation, imposition of withholding or other taxes on interest, 

dividends, capital gains, other income or gross sale or disposition proceeds, limitations on 

the removal of assets and general social, political and economic instability; the relatively 

small size of the securities markets in such countries and the low volume of trading, 

resulting in potential lack of liquidity and in price volatility; the evolving and 

unsophisticated laws and regulations applicable to the securities and financial services 

industries of certain countries; fluctuations in the rate of exchange between currencies and 

costs associated with currency conversion; and certain government policies that may 

restrict a Fund’s investment opportunities.  In addition, accounting and financial reporting 

standards that prevail outside of the U.S. generally are not as high as U.S. standards and, 

consequently, less information is typically available concerning companies located outside 

of the U.S. than for those located in the U.S.  As a result, a Fund may be unable to structure 

its transactions to achieve the intended results or to mitigate all risks associated with such 

markets.  It may also be difficult to enforce a Fund’s rights in such markets.  For example, 

securities traded on non-U.S. exchanges and the non-U.S. persons that trade these 

instruments are not subject to the jurisdiction of the SEC or the CFTC or the securities and 

commodities laws and regulations of the U.S.  Accordingly, the protections accorded to a 

Fund under such laws and regulations are unavailable for transactions on non-U.S. 

exchanges and with non-U.S. counterparties.  

41. Currencies.  Although certain Funds intend primarily to acquire loans and 

investments that are denominated in U.S. dollars, such Funds may, on an opportunistic 

basis, invest in loans, secured debt, equity or other investments that are denominated in a 

currency other than the U.S. dollar.  In such an event, the prices of such investments will 
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be determined with reference to currencies other than the U.S. dollar but such Fund will 

value its securities and other assets in U.S. dollars.  To the extent that such Fund makes 

investments that are denominated in a currency other than the U.S. dollar, the Fund 

generally expects to hedge its foreign currency exposure.  However, to the extent that such 

Fund’s foreign currency exposure is not hedged, the value of such Fund’s assets will 

fluctuate with U.S. dollar exchange rates as well as the price changes of such Fund’s 

investments.  Among the factors that may affect currency values are trade balances, the 

level of short-term interest rates, differences in relative values of similar assets in different 

currencies, long-term opportunities for investment and capital appreciation, and political 

developments.  An increase in the value of the U.S. dollar compared to the other currencies 

in which such Fund makes its investments will reduce the effect of increases and magnify 

the effect of decreases in the prices of such Fund’s investments in foreign markets.  As a 

result, such Fund could realize a net loss on an investment, even if there were a gain on the 

underlying investment before currency losses were taken into account. 

42. Proposed SEC Rules Have Created Uncertainty. On February 9, 2022, the SEC 

proposed a series of new rules under the Advisers Act applicable to private fund managers 

(the “Proposed Rules”). The Proposed Rules seek to, among other things: (i) require 

specified and standardized quarterly disclosures regarding performance, fees and expenses; 

(ii) prohibit private fund managers from engaging in certain activities; (iii) require 

disclosure of, and in some cases limit, preferential treatment provided to certain investors; 

(iv) require that all private funds be subject to annual audit; (v) add a written documentation 

requirement for annual reviews; and (vi) create requirements to keep records of compliance 

with the Proposed Rules.  Potential consequences arising from the Proposed Rules could 

include: (a) increased risk of frivolous lawsuits against MGG and its affiliates; (b) 

increased costs and expenses from compliance and monitoring efforts; (c) significant 

increases in liability insurance costs; and (d) increased costs for legal, compliance and 

accounting providers. The time and expenses necessary to comply with these proposed 

regulations could divert resources away from advancing a Fund’s investment strategy. 

 

43. Cross-Collateralization.  Certain Funds are expected to obtain financing 

collateralized by undrawn capital commitments (including through the use of a subscription 

line of credit) and/or make guarantees on a joint and/or several or cross-collateralized basis 

with certain other Funds or client accounts (“Other Accounts”). The assets of a Fund, 

including the undrawn capital commitments, may be pledged by such Fund to secure such 

financings and guarantees and, accordingly, each Fund investor may be required to make 

capital contributions to pay all or any part of any Other Account's indebtedness in the event 

of default by any such Other Account.  In addition, each Other Account may agree to 

guarantee the repayment of certain borrowings of a Fund.  In the event that a Fund is 

required to repay all or any portion of the indebtedness of any Other Account, or in the 

event that any Other Account is required to repay all or any portion of the indebtedness of 

a Fund, such Fund or such Other Account (as applicable) whose indebtedness was repaid 

through calls on guarantees provided by the Fund or one of the Other Accounts (the 

"Supporting Fund") will, to the fullest extent permitted by law, be required to indemnify 

the Supporting Fund and reimburse it for any amounts paid to a Lender pursuant to its 

guarantee.  MGG will have full authority pursuant to the terms of a Fund agreement  and 

the operative documents of such Other Accounts, without the consent of any other person, 
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to adjust the relative interests of the Fund and any other Funds in investments pursuant to 

the mechanisms set forth in the Fund agreement as may be necessary to satisfy the 

Supporting Fund's indemnification and reimbursement obligations to the Fund or Other 

Account. 

44. Short Sales.  While the Funds will generally not short securities, they may do so 

for hedging purposes.  Short selling involves selling securities that may or may not be 

owned by the seller and borrowing the same securities for delivery to the purchaser, with 

an obligation to replace the borrowed securities at a later date. Short selling allows the 

investor to profit from declines in the value of securities. A short sale creates the risk of a 

theoretically unlimited loss, in that the price of the underlying security could theoretically 

increase without limit, thus increasing the cost of buying those securities to cover the short 

position. There can be no assurance that the securities necessary to cover a short position 

will be available for purchase. Purchasing securities to close out a short position can itself 

cause the price of the securities to rise further, thereby exacerbating the loss. In some cases, 

securities may be sold short by a Fund to hedge against fluctuations in the value of the 

underlying investment. There is no assurance that the objectives of these strategies will be 

achieved, or specifically that such Fund’s investment in the underlying investment will not 

decrease in value and the short position will not increase in value, causing the Fund losses 

on both components of the transaction. In addition, when a Fund effects a short sale, it may 

be obligated to leave the proceeds thereof with the broker and also deposit with the broker 

an amount of cash or other securities (subject to requirements of applicable law) that is 

sufficient under any applicable margin or similar regulations to collateralize its obligation 

to replace the borrowed securities that have been sold. 

Under certain circumstances, including any U.S. or non-U.S. governmental or regulatory action 

which impacts short selling, a Fund may be prematurely forced out of a short position.  The lender 

of a security used to cover a short position generally has the right to demand the return of the stock 

that has been loaned at any time.  In such event, the Fund would be required to replace the 

borrowed securities by borrowing the securities from another lender.  If a Fund was unable to 

replace the borrowed securities it would be required to close out the short position by buying the 

security in the market to make delivery.  In such event, the Fund could incur a significant loss if 

the security sold short had increased in value. 

45. Proposed Amendments to Form PF. The SEC proposed amendments to Form PF 

on January 26, 2022 and the SEC and CFTC jointly proposed amendments to Form PF on 

August 10, 2022 (“Proposed Amendments”) that would greatly expand the type, amount 

and frequency of information the SEC collects from certain private fund advisers under 

Form PF. Currently, MGG is required to file Form PF, which already provides significant 

information to the SEC and takes time and attention to complete. If the Proposed 

Amendments were to be enacted, MGG would need to file additional Form PF reports 

requiring significant quantitative and qualitative analysis within one business day of the 

occurrence of certain key events. This would represent a significant departure from the 

current Form PF reporting requirements. Consequently, MGG would have to devote 

significant resources and attention to complying with this immediate, daily reporting 

requirement. The Proposed Amendments would likely impose significant operational 

burdens on MGG as it would have to build or modify systems to gather the information 
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required by the new proposed reporting regime. This could result in increased compliance 

and monitoring costs and would divert resources away from advancing the Funds’ 

profitability. 

 

46. Implementation Period. It is uncertain as to which, if any, of the above-mentioned 

Proposed Rules and Amendments will actually be enacted by the SEC. Furthermore, there 

is the possibility that the SEC may revise or supplement the Proposed Rules and 

Amendments with additional requirements. In any case, MGG would have one year to 

comply with any newly-enacted SEC rules. 

 

47. Sanctions. The Funds’ operations are or may become subject to economic 

sanctions laws and regulations of various jurisdictions. At any given time, whether under 

applicable law, by contractual commitment or as a voluntary risk management measure, 

the Funds may be required, or elect, to comply with various sanctions programs, including 

the Specially Designated Nationals and Blocked Persons List and Sectoral Sanctions 

programs administered by OFAC, the sanctions regimes administered by subsidiary organs 

of the United Nations Security Council, the Sanctions Orders of the Cayman Islands 

(including as extended to the Cayman Islands by Order of the government of the United 

Kingdom from time to time), and the Restrictive Measures adopted by the European Union. 

Some sanctions that may apply to the Funds prohibit or restrict dealings with particular 

identified persons. Other potentially applicable sanctions programs broadly prohibit or 

restrict dealings in certain countries or territories or with individuals and entities located in 

such countries or territories. In addition to such current sanctions, additional sanctions may 

be imposed in the future. Such sanctions may be imposed with little or no advance warning 

or "safe harbor" for compliance and may be ambiguous, including as to the scope of 

financial activities that regulators may ultimately deem to be covered by the sanctions.  

 

Depending on the scope and duration of a particular sanctions program, compliance by the 

Funds may result in a material adverse effect on the Funds and the Fund investors’ 

investments therein. MGG and the Funds may be subject to heightened or targeted 

regulatory scrutiny and information requests as a result of such sanctions. In addition, if 

MGG or the Funds were to violate or be deemed in violation of any such sanction, it could 

face significant legal and monetary penalties. Sanctions may negatively impact MGG’s 

ability to effectively implement a Fund’s investment strategy and have a material adverse 

impact on the Funds’ investments in various ways, including by preventing or inhibiting 

the Funds from making certain investments, forcing a Fund to divest from investments 

previously made, and leading to substantial reductions in the revenues, profits and value of 

the Funds’ investments. Finally, sanctions may have broader economic implications, such 

as influencing the price of certain commodities, which may have adverse effects on 

inflation and the value of the U.S. dollar, which may adversely affect investment objectives 

and strategies of the Funds. 

 

48. Climate Change-Related Risks.  The environmental effects of climate change, 

including rising temperatures, extreme weather, fires, flooding, erratic weather 

fluctuations, agricultural failures and displacement and destabilization of human 

populations, could have materially adverse effects on the investments held by the Funds. 
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MGG believes that such risks may increase over time, although the time period over which 

these consequences might unfold is difficult to predict.  

 

In addition to the physical, economic and geo-political risks associated with climate 

change, there are transition risks. The willingness of certain governments, industries and 

businesses, especially those that profit from, or have a reliance on, fossil fuels, to adapt to 

climate change or transition to sustainable practices may also adversely affect the Funds’ 

investments.  

 

Regulatory changes and divestment movements tied to concerns about climate change 

could adversely affect the value of certain industries whose activities or products are seen 

as accelerating climate change, or ill-positioned in light of the economic and social 

demands imposed by climate change. In recent years, certain investors have incorporated 

the business risks of climate change and the adequacy of companies' responses to climate 

change as part of their investment theses. These shifts in investing priorities may result in 

adverse effects on the value of the Funds’ investments if investors determine that the 

company has not made sufficient progress on climate change and environmental 

sustainability matters whether or not climate change proves to be as severe as predicted or 

preventable. 

The values of Funds’ investments whose performance is linked to assets and revenue 

streams that are exposed to climate change risk, may readily be affected by both long-term, 

systemic effects of climate change, as well as severe environmental events whose 

occurrence is inherently unpredictable. 

 

49. Russia-Ukrainian Conflict. The unpredictable and evolving economic effects 

resulting from the Russia-Ukrainian conflict and the regulations, orders, and sanctions 

adopted by governments in response to this conflict may affect the value of the Funds’ 

investments or a Fund’s ability to acquire or dispose of such investments in an efficient 

manner. These factors may have negative consequences for the valuation of the Fund 

portfolios that MGG may be unable to anticipate or hedge against. 

 

50. Banking Relationships. MGG and the Funds will hold cash and other assets in 

accounts with one or more banks, custodians or depository or credit institutions 

(collectively, “Banking Institutions”), which may include both U.S. and non-U.S. Banking 

Institutions from time to time. The Funds may also enter into credit facilities and have other 

relationships with Banking Institutions. The distress, impairment, or failure of, or a lack of 

investor or customer confidence in, any of such Banking Institutions may limit the ability 

of MGG or the Funds to access, transfer or otherwise deal with its assets, draw upon a 

credit facility, or rely upon any of such other relationships, in a timely manner or at all, and 

may result in other market volatility and disruption, including by affecting other Banking 

Institutions. All of the foregoing could have a negative impact on the Funds. For example, 

in such a scenario, the Funds could be forced to delay or forgo an investment or a 

distribution, including in connection with a withdrawal, or generate cash to fund such 

investment or distribution from other sources (including by disposing of other investments 

or making other borrowings) in a manner that it would not have otherwise considered 

desirable. Furthermore, in the event of the failure of a Banking Institution, access to a 



 

33 

 

depository account with that institution could be restricted and U.S. Federal Deposit 

Insurance Corporation (“FDIC”) protection may not be available for balances in excess of 

amounts insured by the FDIC (and similar considerations may apply to Banking 

Institutions in other jurisdictions not subject to FDIC protection). In such a case, MGG or 

the Funds may not recover all or a portion of such excess uninsured amounts and could 

instead have an unsecured or other type of impaired claim against the Banking Institution 

(alongside other unsecured or impaired creditors). MGG does not expect to be in a position 

to reliably identify in advance all potential solvency or stress concerns with respect to its 

or the Funds’ banking relationships, and there can be no assurance that MGG or the Funds 

will be able to easily establish alternative relationships with and transfer assets to other 

Banking Institutions in the event a Banking Institution comes under stress or fails. 

 

The foregoing list of risk factors does not purport to be a complete enumeration or 

explanation of the risks involved with MGG’s investment program or an investment 

in any Fund.  The risks mentioned in the foregoing list, as well as additional or new 

risks, may affect a Fund of One. Prospective clients and investors must consult their 

own advisers before deciding whether to make such an investment.  Investors and 

prospective investors should carefully review the sections on Risk Factors of the 

offering documents of the applicable Fund.  Such documents are available only to 

current investors or prospective investors who are eligible to invest in such Fund, as 

determined in the sole discretion of MGG.  
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ITEM 9 - DISCIPLINARY INFORMATION 

There are no legal or disciplinary events that are material to a client’s or prospective client’s 

or prospective client’s evaluation of our advisory business or the integrity of our 

management.  
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ITEM 10 - OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 

Registered Broker-Dealers 

None of MGG or its management persons are registered as a broker-dealer or a registered 

representative of a broker-dealer.  In addition, MGG and its management persons are not 

affiliated with any broker-dealer, bank or other financial services firm. 

Registered Futures Commission Merchants, Commodity Pool Operators and 

Commodity Trading Advisors 

None of MGG or any of its management persons are registered as a registered futures 

commission merchant, commodity pool operator or commodity trading advisor.  

Relationships with Related Persons 

As discussed in the subsection titled “Participation or Interest in Client Transactions and 

Personal Trading,” MGG and its related persons are, directly or indirectly, the general 

partners, limited partners and/or managing members of the general partner of each Fund. 

MGG and its related persons manage multiple Funds. This can create conflicts in the 

allocation of time, resources and investment opportunities among the Funds. Please 

refer to the Governing Documents of the applicable Fund for complete information on 

the requisite time commitments (if any) of MGG and its related persons to such Fund 

and the allocation of investment opportunities to the Fund. Please also refer to the 

description of MGG’s investment allocation policy described in the subsection “Side-by-

Side Management” above. 

 

Employees of MGG and its affiliates may serve as officers, advisors, directors or in 

comparable management functions for portfolio companies in which the Funds invest, or 

provide other services to portfolio companies, and may receive compensation in connection 

therewith.  The foregoing individuals may spend a substantial portion of their time with 

these Fund-related management activities.  Employees of MGG may also from time to time 

serve on the board of directors of a portfolio company, or be given access for other reasons 

to confidential information relating to companies in which the Funds invest and/or be 

subject to legal or contractual restrictions on their ability to effect transactions for the 

Funds.  As a result, the Funds may, under certain circumstances, be prohibited for a period 

of time from engaging in transactions with respect to the debt or equity securities of certain 

portfolio companies, which prohibition may have an adverse effect on the Funds. 

Selection or Recommendation of Other Advisers 

MGG neither recommends or select other investment advisers for its clients nor receives 

compensation from such advisers in a manner that would create a material conflict of 

interest. MGG does not have other business relationships with other advisers that create a 

material conflict of interest. 
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Other Activities of MGG and its Affiliates 

 

MGG and its respective affiliates may encounter potential conflicts of interest in 

connection with the Funds’ interests, assets or activities (including certain conflicts of 

interest as among the interests of different Funds). If any matter arises that MGG 

determines in its good faith judgment constitutes an actual conflict of interest, MGG will 

take such actions as may be necessary or appropriate to ameliorate the conflict. 

 

Conflicts of interest may arise from the fact that MGG, its general partners and their 

affiliates: (i) provide investment management services to multiple Funds and (ii) may in 

the future provide investment management services to clients other than the Funds, 

including, without limitation, Funds of One, proprietary accounts and other investment 

accounts (such non-Fund clients, together with the Funds, the “Clients” and each, a 

“Client”).  A Fund will not typically have an interest in any non-Fund Client. 

 

Clients have investment objectives, programs, strategies and positions that are similar to or 

at times conflict with those of one or more other Clients, or at times compete with or have 

interests adverse to one or more other Clients.  Such conflicts could affect the prices and 

availability of securities in which a Client invests.  Even if a Client has investment 

objectives, programs or strategies that are similar to those of one or more other Clients, 

MGG may give advice or take action with respect to the investments held by, and 

transactions of, one Client that may differ from the advice given or the timing or nature of 

any action taken with respect to the investments held by, and transactions of, one or more 

other Clients for a variety of reasons, including, without limitation, differences between 

the investment strategy, financing terms, regulatory treatment and tax treatment of the one 

Client versus another Client.  As a result, one Client may have substantially different 

portfolios and investment returns relative to another Client.  Conflicts of interest may also 

arise when MGG makes decisions on behalf of a Client with respect to matters where the 

interests of MGG or one or more other Clients differs from the interests of such Client. 

 

A Client with investment objectives, programs, strategies and positions that are similar to 

those of one or more other Clients could result in significant overlapping positions among 

such Clients. In addition, such other Clients may have different or additional terms, 

including different fees, information rights and liquidity rights (including the right to wind 

down and terminate a Fund of One without cause). Additional information may affect an 

investor’s decision to invest additional capital in, to remain invested in, to withdraw from 

or to terminate a Client. Any such withdrawals or terminations could cause any such Client 

to liquidate its positions ahead of another Client. Similarly, to the extent that the a Client 

establishes classes of interests with different liquidity rights, certain investors may be able 

to act on information before any investor in a different class that has less frequent liquidity 

rights. 

 

MGG, its affiliates and personnel will devote as much of their time to the activities of a 

Fund or other type of Client as they deem necessary and appropriate.  Subject to the terms 

set forth in the relevant Governing Documents, MGG, its affiliates and personnel will not 

be restricted from raising successor Funds, from entering into investment advisory 
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relationships with other types of Clients (such as Funds of One) or from engaging in other 

business activities, even if such activities may be in competition with a Fund and/or may 

involve substantial time and resources of MGG, its affiliates or personnel.  These activities 

could be viewed as creating a conflict of interest in that the time and effort of MGG, its 

affiliates and personnel will not be devoted exclusively to the business of any one Fund but 

will be allocated between the business of such Fund and other Clients and businesses. 

MGG and its affiliates, from time to time, offer one or more investors and/or other third-

party investors the opportunity to co-invest with a Fund in particular investments. MGG 

and its affiliates are not obligated to arrange co-investment opportunities, and no investor 

will be obligated to participate in such an opportunity. MGG and its affiliates have sole 

discretion as to the amount (if any) of a co-investment opportunity that will be allocated to 

a particular investment and may allocate co-investment opportunities to investors in the 

Funds or to third parties. If MGG determines that an investment opportunity is too large 

for the Funds, MGG and its affiliates may, but will not be obligated to, make proprietary 

investments therein. MGG or its affiliates at times receive fees and/or allocations from co-

investors, which may differ as among co-investors and also may differ from the fees and/or 

allocations borne by the Funds. 

Principals and employees of MGG at times serve as directors and officers of certain 

portfolio companies and, in that capacity, will be required to make decisions that consider 

the best interests of such portfolio company and its shareholders.  In certain circumstances 

(for example in situations involving bankruptcy or near-insolvency of a portfolio 

company), actions that may be in the best interests of the portfolio company may not be in 

the best interests of a Fund, and vice versa.  Accordingly, in these situations, conflicts of 

interests at times arise between such individual’s duties as an employee or principal of 

MGG and such individual’s duties as a director of such portfolio company. 

Joint venture investments by a Fund may under certain circumstances involve risks not 

otherwise present, including the possibility that the co-venturer might become bankrupt, that 

such co-venturer might at any time have economic or other business interests or goals which 

are inconsistent with the business interests or goals of the Fund, and that such co-venturer 

may be in a position to take action contrary to the instructions or the requests of the Fund or 

contrary to the Fund’s policies and objectives. Such investments may also have the potential 

risk of an impasse on decisions because neither co-venturer may have full control over the 

joint venture. To the extent a dispute arises between affiliates of MGG, on the one hand, and 

such joint venture partners, on the other hand, the affected Fund’s separate investments with 

such joint venture partners may also be adversely affected. 

Investors may have conflicting investment, tax and other interests with respect to their 

investments in the Funds. The conflicting interests of individual investors may relate to or 

arise from, among other things, the nature of investments made by the Funds, the structuring 

or the acquisition of investments and the structure, timing or manner of disposition of 

investments. As a consequence, decisions made by MGG, including with respect to the nature 

or structuring of investments or dispositions, may be more beneficial for one investor than for 

another investor, especially with respect to investors’ individual tax situations. In selecting 

and structuring investments appropriate for the Funds, MGG will consider the investment and 
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tax objectives of each Fund as a whole, not the investment, tax or other objectives of any 

investor individually. 
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ITEM 11 - CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT 

TRANSACTIONS AND PERSONAL TRADING 

Code of Ethics 

MGG has adopted a Code of Ethics (the “Code”) under Rule 204A-1 of the Advisers Act 

expressing MGG’s commitment to ethical conduct.  MGG’s Code describes its fiduciary 

duties and responsibilities to its clients, and sets forth MGG’s policies on, among other 

things, (i) receipt of gifts and entertainment by employees, (ii) political campaign 

contributions, (iii) outside business activities and (iv) the personal trading activities of 

supervised persons with access to client investment recommendations.  Under MGG’s 

Code, all supervised personnel have a duty to act only in the best interests of the Fund and 

all potential conflicts and violations of the Code must be promptly reported to MGG’s 

Chief Compliance Officer (“CCO”).  All supervised personnel must acknowledge the terms 

of the Code annually, or as amended.  It is the expressed policy of MGG that no person 

employed by MGG shall prefer his or her own interest to that of an advisory client or make 

personal investment decisions based on the investment decisions of advisory clients.   

 

To supervise compliance with its Code, MGG requires each supervised person to 

provide annual securities holdings reports and quarterly brokerage statements (or 

equivalent quarterly transaction reports) to the CCO. MGG requires supervised personnel 

to also receive written approval from the CCO prior to investing in various types of 

securities and digital assets. 

 

In an effort to prevent inappropriate securities transactions by MGG’s personnel, the CCO 

will maintain and make available a list of restricted securities.  The restricted securities list 

will be updated periodically and will include securities about which any access person is 

in possession of, or knows, material nonpublic information.  Access persons are strictly 

prohibited from trading on their own behalf in restricted securities without obtaining the 

prior written approval of the CCO.   

 

MGG requires that all individuals act in accordance with all applicable federal and state 

regulations governing investment advisory practices.  MGG’s Code also includes the firm’s 

policy prohibiting the use of material non-public information.  Any individual not in 

observance of the above may be subject to discipline or termination. 

 

The Code of MGG places restrictions on personal trades by employees, including that they 

disclose their personal securities holdings and transactions to MGG on a periodic basis, 

and requires that employees pre-clear certain types of personal securities transactions.  

Generally, and subject to certain exceptions, MGG’s employees may not invest in the same 

financial instruments as the Funds.  MGG will provide a complete copy of its Code to any 

client or prospective client upon request. 
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Participation or Interest in Client Transactions 

As general partners, limited partners or managing members of the general partner of the 

Funds, MGG and its related persons have indirect beneficial interests in the securities 

owned by the Funds and will share in any profits and losses generated by the Funds’ 

respective investments.  In certain situations, related persons of MGG may purchase 

interests in portfolio investments held by one or more Fund.  All such purchases are subject 

to compliance with MGG’s Code as described above.  Before MGG makes a 

recommendation that a Fund buy or sell interests in a portfolio company, all Access Persons 

that have direct ownership of such issuer at the time of such recommendation are required 

to disclose such interest to MGG and will not be permitted to participate in the discussions 

or authorizations to recommend that the Fund buy or sell the securities of such issuer.  An 

Access Person shall not be so restricted if such person’s only interest in a portfolio 

company is (i) indirectly held through one of the general partner entities, a Fund or 

otherwise or (ii) related to service as a director or advisor of a portfolio company to 

facilitate MGG’s ability to monitor the investment in such portfolio company. 

 

Further, as noted in Item 6, the possibility that the MGG or its related persons could receive 

performance-based compensation creates a potential conflict of interest in that it may create 

an incentive for MGG to make more speculative investments than it might otherwise make.  

However, MGG believes that these financial interests align MGG’s and its related persons 

interests and incentives with those other investors in the Funds.  Nevertheless, as noted in 

Item 6 above, MGG has adopted investment allocation policies and procedures designed 

so that MGG allocates investment opportunities to its Clients in a fair and equitable 

manner, to the extent practicable and over a period of time, without taking into account 

whether one Client pays MGG higher performance-based (or other) fees than another 

Client. 

 

Cross Trades/Principal Transactions 

 

A principal trade is a transaction between MGG or an affiliate thereof and a client account.  

Pursuant to Section 206(3) of the Investment Advisers Act of 1940, as amended (the 

“Advisers Act”), any principal trade must be disclosed to, and requires the consent of, the 

Fund or other Client that is opposite MGG or its principals or affiliates in such principal 

trade.  Principal trades create a potential conflict of interest between the duties of MGG 

and/or its principals and affiliates to MGG’s Clients and their desire to maximize their own 

profits or obtain other benefits with respect to their proprietary trading activities.  As of the 

date of this Brochure, MGG has not engaged in any principal trades.  No Fund constitutes 

a principal account for the purposes of Section 206(3) of the Advisers Act, and MGG has 

not engaged in any principal transactions. 

 

MGG may also effect cross trades between Clients where it determines that such trades are 

in the interest of both Clients.  MGG and/or its affiliates may have a potential conflict of 

interest when engaging in cross trades on behalf of its Clients, as they may have financial 

incentives (such as the receipt of higher management fees or fees related to the purchase 

or sale transaction) to engage in such transactions and/or to favor certain Client accounts 

over others.   
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MGG seeks to mitigate any conflicts of interest in connection with cross trades.  The loans 

negotiated by MGG are bespoke and not the type that are readily available in the 

marketplace with third party quotes. As such, in consultation with its outside counsel and 

advisors, MGG has put in place and relies on a robust valuation process to confirm that the 

terms of cross transactions are no less favorable to its Clients than those that could be 

obtained from unaffiliated third parties in arm’s length transactions, including the 

involvement in such valuation process of both an independent third party member of 

MGG’s Valuation & Risk Committee, and the engagement of nationally recognized 

independent third party valuation firms. Additionally, prior to each cross trade, MGG 

considers whether any material event has occurred since the most recent valuation date that 

would require a change in the applicable valuation.  

 

The Code of MGG places restrictions on personal trades by employees, including that they 

disclose their personal securities holdings and transactions to MGG on a periodic basis, 

and requires that employees pre-clear certain types of personal securities transactions.  

Generally, and subject to certain exceptions, MGG’s employees may not invest in the same 

financial instruments as the Funds. 

 

Other Conflicts of Interest 

 

Allocations of Trades and Investment Opportunities 

 

It is the policy of MGG to allocate investment opportunities to Clients on a fair and 

equitable basis, as further described in Item 6 above. 

 

MGG will have no obligation to purchase or sell a security for, enter into a transaction on 

behalf of, or provide an investment opportunity to, a Client account solely because MGG 

purchases or sells the same security for, enters into a transaction on behalf of, or provides 

an opportunity to, another Client account if, in its reasonable opinion, such security, 

transaction or investment opportunity does not appear to be suitable, practicable or 

desirable for the Client account that will not participate in such investment opportunity. 

 

Co-Investments 

 

MGG and its affiliates, from time to time, offer one or more existing Fund investors and/or 

other third-parties the opportunity to co-invest with a Fund in particular investments either 

on a direct basis or through a co-investment fund.  MGG and its affiliates are not obligated 

to arrange co-investment opportunities, and no existing Fund investor will be obligated to 

participate in such an opportunity (or have the right to do so absent a contractual (e.g., side 

letter) right to the contrary).  Absent a contractual right granted to an existing Fund investor 

to the contrary, MGG and its affiliates have sole discretion as to the amount (if any) of a 

co-investment opportunity that will be allocated to a particular existing Fund investor and 

may allocate co-investment opportunities (in whole or part) instead to other third parties.  

If MGG determines that an investment opportunity is too large for the Funds and other 

Client accounts, MGG and its affiliates may, but will not be obligated to, make proprietary 
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investments therein.  MGG or its affiliates may receive fees and/or allocations from co-

investors, which may differ as among co-investors and also may differ from the fees and/or 

allocations borne by investors in the primary Funds.  

 

Side Letter Agreements 

 

MGG or a related person, will have the discretion to waive or modify the application of, or 

grant special or more favorable rights with respect to, any provision of a Fund’s Governing 

Documents to the extent permitted by applicable law.  To effect such waivers or 

modifications or the grant of any special or more favorable rights, MGG or a related person, 

may enter into separate agreements with one of more Fund investors.  

   

Valuation 

 

The Funds’ assets and liabilities are valued in accordance with MGG’s Valuation Policy.  

In making valuation determinations, MGG is at times subject to a conflict of interest, as 

the valuation of such assets and liabilities affects its compensation and the compensation 

of a general partner.  There is no guarantee that the value determined with respect to a 

particular asset or liability by MGG will represent the value that will be realized by a Fund 

on the eventual disposition of the related investment or that would, in fact, be realized upon 

an immediate disposition of the investment. 

 

MGG primarily addresses the potential conflicts noted above by enforcing a robust Code 

that (i) requires Access Persons to place the interests of the advisory clients over their own, 

(ii) requires all Access Persons to acknowledge their receipt and understanding of the Code, 

upon hire and annually thereafter, and (iii) prohibits Access Persons from making 

investments in certain securities/companies without appropriate preclearance from the 

CCO. 

 

Investment Services with MGG Portfolio Companies 

MGG and/or its affiliates (“MGG Entities”) will receive management fees, performance-

based compensation or reimbursements for costs or expenses (collectively, “Investment 

Services Fees”) in connection with the provision of investment advisory services 

(“Investment Services”) to any investment of the Funds and/or other client accounts that is 

an insurance company or other portfolio company that manages third-party capital, and 

that is also an investment advisory client of MGG and/or its affiliates (each, an “MGG 

Portfolio Company”). For the avoidance of doubt, Investment Services Fees will in no 

event include any ancillary fees received in respect of the relevant investment. No such 

Investment Services Fee will be paid to the Funds or in any way be applied to reduce the 

Management Fee. The compensation charged by an MGG Entity to an MGG Portfolio 

Company for Investment Services will be at rates no less favorable to such MGG Portfolio 

Company than the rates charged by a third-party provider of such Investment Services in 

an arm’s-length transaction. The expenses incurred by an MGG Entity and for which 

reimbursement is sought from an MGG Portfolio Company in connection with the 

provision of such Investment Services will be no less favorable to such MGG Portfolio 



 

43 

 

Company than the expenses charged by a third-party provider of such Investment Services 

in an arm’s-length transaction. 

The MGG Entities are exposed to conflicts of interest in connection with the provision of 

Investment Services, as there is an incentive to have an MGG Entity, rather than a third 

party, provide such Investment Services, and there is an incentive to have an MGG Entity 

charge above-market rates for the provision of such services. MGG believes that these 

conflicts are, in large part, mitigated by the fact that (i) MGG’s investment decisions in 

respect of a client account (including the Funds) are intended to be made independent of 

any perceived opportunities to capitalize on the provision of Investment Services to any 

potential portfolio companies, (ii) such portfolio companies would typically have to 

contract with third parties to provide such services, and (iii) the MGG Entities will not be 

compensated at a rate (or reimbursed for expenses in an amount) in excess of the rate (or 

amount) that would be charged by a third-party provider of such services in an arm’s-length 

transaction. 

 

Conflicts in Investments in Tranches 

In pursuing the investment strategies of the Funds, the Funds at times invest in a loan to a 

single borrower that is comprised of different “tranches.” For example, a senior secured 

term loan may be comprised of a “first out” tranche, a “second out” tranche, and a “last 

out” tranche. Funds at times invest in different tranches of the same loan. Similarly, Funds 

also make investments in an issuer at different levels of the issuer’s capital structure. For 

example, a Fund may invest in the senior secured debt of such issuer, while another Fund 

invests in the issuer’s unsecured debt and/or equity. As a result, a Fund’s investment in a 

tranche of a loan (or at different levels of an issuer’s capital structure) may be subordinated, 

senior or otherwise adverse to one or more investments in other tranches of the same loan 

held by another Fund (or to one or more investments held by another Fund at other levels 

of the issuer’s capital structure).  

MGG is subject to conflicts of interest determining whether Funds should invest in various 

tranches of a single loan (or at different levels of an issuer’s capital structure), and is also 

subject to conflicts when negotiating the terms of one or more tranches of the same loan, 

particularly when Funds invest in different tranches of that loan. There may be times where 

the Funds are the only investors in a loan with multiple tranches or otherwise control the 

negotiations and have significant influence in the terms and size of the various tranches. In 

those cases, MGG will have the responsibility of negotiating all of the terms corresponding 

to each tranche of the loan. Similar conflicts may arise when a Fund invests in different 

levels of an issuer’s capital structure.   

Affiliates of MGG receive performance-based compensation from the Funds, and the terms 

of the performance-based compensation differ among such Funds.  Accordingly, MGG is 

at times incentivized to size the various tranches, obtain terms related to particular tranches 

and allocate those tranches among the Funds to maximize the performance-based 

compensation to its affiliates. Other factors that can influence MGG’s negotiation and 

determination of the terms (including size) of the various tranches of a loan include, but 

are not limited to: (i) the available capital of the Funds, (ii) the rights of the investors in the 
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Funds (including termination and/or withdrawal rights), (iii) differing investment 

guidelines and target returns for the Funds, (iv) the current portfolio of the Funds, (v) the 

current market environment, (vi) the current pipeline of investments for the Funds, (vii) the 

expected yield of an investment in a tranche and (viii) whether or not a Fund is in ramp-

up, its start-up period or wind-down or liquidation. All of these and other factors cause or 

can cause conflicts of interest in structuring the terms of the various tranches (such as 

interest rates, covenants and events of default) that may not be present if an independent 

third party was investing in the different tranches. 

Ultimately, if Funds invest in different tranches of a loan, MGG will seek to obtain terms 

for each tranche comparable to those that would have been obtained had such terms been 

negotiated between independent third parties in an arm’s length transaction. 

In addition, if the borrower of such a loan breaches its credit agreement, defaults on its 

obligations or seeks protection from creditors in bankruptcy or reorganizations, conflicts 

of interest will arise for MGG in its decision-making process. Decisions about what action 

should be taken in a troubled situation, including whether or not to enforce claims, whether 

or not to advocate or initiate a restructuring or liquidation inside or outside of bankruptcy, 

and the terms of any work-out or restructuring, raise conflicts of interest.  For instance, it 

may be in the best interest of the holders of the “first out” tranche to foreclose on their 

tranche of the loan so they are out in full while the holder of the “last out” tranche may 

prefer to waive the default or renegotiate the terms of their tranche. Similarly, it may be in 

the best interest of holders of senior debt of an issuer to approve of a plan of reorganization 

that favors such senior debt holders at the expense of holders of junior debt of such issuer. 

Accordingly, MGG may be in a position where it would ordinarily seek to protect the 

interest of a Fund to the potential detriment of another Fund to the extent such Funds own 

different tranches of a loan or invest at different levels of an issuer’s capital structure.   

MGG will seek to resolve such conflicts in a manner that it deems appropriate for the 

Funds. In resolving such conflicts, MGG may, among other things, (i) determine to protect 

or otherwise favor the interests of holders of investments in one or more tranches of a loan 

(or holders of investments at one or more levels of an issuer’s capital structure) if 

prioritizing that investment or those investments could, in MGG’s reasonable discretion, 

yield the fairest results to the holders of all of the various investments, (ii) request the 

applicable advisory committee’s review of and consent to MGG’s proposal to resolve such 

conflict, (iii) recuse itself from voting on any matter relating to an investment when that 

investment is also held by one or more third parties, (iv) seek the approval of an 

independent third party (e.g., an investment bank or other service provider) or the loan 

acquisition officer for certain non-U.S. Funds that are generally offered to persons who are 

non-U.S. persons and certain tax-exempt U.S. persons or (v) take another action that MGG 

determines in its reasonable discretion is appropriate under the circumstances.  MGG will 

seek to resolve such conflicts of interest in a fair and equitable manner.  Conflict resolution 

may result in a Fund receiving more or less consideration than it may otherwise have 

received in the absence of such conflict. 

 

It is critical that investors and prospective investors refer to the applicable Fund’s 

Disclosure Documents and/or Governing Documents for a detailed description of 
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potential conflicts of interest related to an investment in such Fund.  The information 

contained herein is a summary only, and investors and prospective investors are 

advised to carefully review all conflicts of interest set forth in the relevant Fund’s 

Disclosure Documents and/or Governing Documents. 
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ITEM 12 - BROKERAGE PRACTICES 

Discretionary Brokerage 

 

The Funds invests primarily in non-public debt and equity securities, although they may 

acquire, sell or distribute public securities on occasion. When selecting private placement 

opportunities, MGG believes it satisfies its best execution responsibilities through careful 

negotiation of the terms of the investment.  With respect to those limited instances in which 

the Funds purchase or sell or distribute publicly traded securities through a broker-dealer, 

MGG seeks to satisfy its best execution obligation by considering all relevant facts and 

circumstances, including the price and size of the order, the trading characteristics of the 

securities involved, the value of the research provided by each broker, the broker’s 

execution abilities commission rates, and financial responsibility and responsiveness. 

 

MGG does not generally have any soft dollar arrangements with respect to securities 

transactions for the Funds. 

MGG does not consider referrals of investors to the Funds in determining its selection 

of broker dealers or other third parties. 

Trade Aggregation 

 

Although MGG does not often trade in public securities, in such circumstances where 

more than one Fund is either selling or buying the same type of security, MGG will, to 

the extent possible, generally place a combined order for two or more Funds engaged 

in the purchase or sale of the same security if, in its good faith determination, joint 

execution would be consistent with its duty to seek best execution, consistent with the 

terms of each such Fund’s Governing Documents, and otherwise in the best interest of 

each such Fund. 
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ITEM 13 - REVIEW OF ACCOUNTS 

Review of Client Accounts 

MGG will continuously monitor portfolio investments on behalf of the Funds. 

Investments are reviewed in the context of a Fund’s stated investment objectives and 

guidelines as set forth in the Governing Documents of such Fund. Members of MGG’s 

investment team meet regularly to determine and review overall investment objectives, 

risk tolerance and other information relevant to the Funds. 

Reports to Clients 

MGG distributes quarterly and annually written reports to its Fund limited partners.  

Annual reports generally contain an individual capital account statement as of the end of 

such fiscal year. MGG generally provides audited financial statements to its clients within 

120 days of the applicable client’s fiscal year end prepared in accordance with GAAP.  

 

Investors are requested to refer to the Governing Documents of the applicable Fund 

investment vehicle for further information on the reports provided to such Fund’s investors 

by MGG. 
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ITEM 14 - CLIENT REFERRALS AND OTHER COMPENSATION 

Economic Benefits Received from Third Parties 

In connection with investments made by the Funds, MGG or its related persons may receive 

consulting fees, commitment fees, monitoring fees, break-up fees, success fees or other 

remuneration from portfolio companies in which one or more of the Funds may invest or 

propose to invest (or affiliates of such portfolio companies).  The potential for MGG and 

its related persons to receive such economic benefits creates a conflict of interest as MGG 

and its related persons may have an economic incentive to invest in portfolio investments 

that provide such benefits.  To mitigate potential conflicts, MGG will generally offset a 

portion of such benefits against advisory fees payable by the applicable Fund or 

otherwise remit such benefits to the investors in such Fund in accordance with such 

Fund’s Governing Documents. Investors are requested to refer to the Governing 

Documents of the applicable Fund for complete information on the additional 

compensation received by MGG or its affiliates or supervised persons in connection with 

such Fund’s investments and the methodology used to calculate the applicable advisory 

fee offset. 

Third Party Compensation for Client Referrals 

MGG and related persons of MGG may from time to time enter into, and have entered into, 

cash compensation arrangements with unaffiliated placement agents or third parties for 

introducing investors to the Funds.  In accordance with the terms of the applicable Fund’s 

Governing Documents, any such placement agent fees  will usually ultimately be 

payable by MGG and/or its related entities, either directly or through an offset of the 

advisory fee payable by such Fund to MGG. A Fund investor will typically not bear any 

additional charges as a result of an introduction through a placement agent or other 

unaffiliated third party.  

 

MGG will provide prospective investors with detailed disclosures regarding a placement 

agent’s compensation (and associated conflicts) via applicable Fund offering documents or 

separately.  Prospective investors should carefully review such disclosures.   

 

A placement agent’s receipt of the fees noted above presents an inherent conflict of interest 

for the placement agent in that the placement agent may have an incentive to recommend 

interests in the Fund to a prospective investor based on the fees it anticipates receiving 

from such sale (as opposed to the best interests of the prospective investor).  Such a conflict 

will usually be mitigated (at least in part) by the placement agent’s fiduciary duty to place 

the interests of its clients over its economic interests.  Nevertheless, prospective investors 

should independently assess whether an investment in a Fund is in their best interests and 

appropriate aligned with their portfolios’ investment objectives and guidelines, investment 

restrictions (if any), asset allocation guidelines and restrictions, liquidity needs, and overall 

risk/return profiles. 
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ITEM 15 - CUSTODY 

MGG is generally deemed to have custody of the Funds’ assets by virtue of the fact that 

MGG or its related persons typically serve as the general partners or managers to the Funds.  

 

As MGG’s investment program primarily involves investments in non-public debt and 

equity securities, MGG will generally not have physical custody of any client assets (other 

than physical custody of certain privately offered securities held directly or indirectly by 

the Fund to the extent permitted by the Advisers Act).   

 

MGG anticipates that the majority of its investments will involve private securities that are 

(i) acquired from the issuer in a transaction or chain of transactions not involving any public 

offering; (ii) uncertificated, to the extent ownership thereof is recorded only on the books 

of the issuer or its transfer agent in the name of the client; and (iii) transferable only with 

prior consent of the issuer or holders of the outstanding securities of the issuer.  Such 

securities are not required to be maintained by a qualified custodian.  Further, certain 

certificated, privately offered securities, in which the Fund may invest, are also not required 

to be maintained by a qualified custodian, provided that: (i) the Fund is subject to an annual 

audit as explained below; (ii) the certificate can be used only to effect a transfer or to 

otherwise facilitate a change in beneficial ownership of the security with the prior consent 

of the issuer or holders of the outstanding securities of the issuer; (iii) ownership of the 

security is recorded on the books of the issuer or its transfer agent in the name of the client; 

(iv) the certificate contains a legend restricting transfer; and (v) the certificate is 

appropriately safeguarded by MGG and can be replaced upon loss or destruction. 

 

To the extent that a Fund’s investments in private securities involve securities that are 

certificated, but do not satisfy the conditions referenced above, MGG will maintain such 

certificates with a qualified custodian. 

 

MGG is generally exempt from the quarterly account statement delivery obligations and 

surprise audit requirement of the Custody Rule because each Fund will typically be audited 

each year by an independent public accountant, registered with and subject to inspection 

by the Public Company Accounting Oversight Board (PCAOB), and MGG will distribute 

audited financial statements to investors no later than 120 days after the end of each fiscal 

year.  In addition, upon the final liquidation of any such Fund, MGG will obtain a final 

audit and distribute audited financial statements prepared in accordance with U.S. GAAP 

with respect to such Fund to all investors promptly after completion of the audit. 
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ITEM 16 - INVESTMENT DISCRETION 

Subject to the investment objectives, policies and restrictions of the Funds as set forth in 

the Governing Documents of the Funds, MGG and its affiliates have discretionary authority 

to determine the type, amount and price of securities and investments to be bought and sold 

on behalf of the Funds, including the selection of, and commissions paid to, broker-dealers 

(where applicable).  MGG is provided with this authority pursuant to a limited power of 

attorney granted by Funds’ investors via the applicable Governing Documents. 
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ITEM 17 - VOTING CLIENT SECURITIES 

Given the MGG’s business as a private fund manager that specializes in providing 

financing solutions and direct lending to middle market companies, it is anticipated that it 

will be extremely rare that MGG will receive proxies with respect to securities held on 

behalf of its advisory clients (i.e., the Funds).  However, in the event proxies have to be 

voted, MGG has adopted and implemented written policies and procedures governing the 

voting activities on behalf of its Funds in accordance with its fiduciary duty to clients and 

Rule 206(4)-6 of the Advisers Act. Its proxy voting activities are conducted in a manner 

consistent with, under all circumstances, the best interest of the Funds. 

 

In exercising its voting discretion, MGG and its employees will seek to avoid any direct or 

indirect conflict of interest raised by such voting decision, or otherwise mitigate any 

conflicts that may arise. MGG’s investment professionals may serve as board members for 

a Fund’s portfolio companies. In situations where MGG votes the proxy for a company in 

which a member of MGG serves on the board of directors, MGG has determined that such 

voting and board service do not inherently present a conflict of interest as the purpose for 

serving on the board is to maximize the return on the investors’ investment and to ensure 

that the applicable Fund’s interests are protected. 

 

The CCO (or his designee) would deliver proxies in accordance with instructions related 

to such proxy.  In the event proxy voting procedures were ever to be utilized, MGG would 

keep a record of its proxy voting policies and procedures, proxy statements received, votes 

cast, all communications received and internal documents created that were material to 

voting decisions, and each investor request for proxy voting records and MGG’s response 

for the previous five years. 

 

All proxies that MGG receives will be treated in accordance with these policies and 

procedures. A copy of MGG’s written proxy voting policies and procedures, as well as a 

record of how MGG has voted in the past, will be maintained and available for review upon 

written request. 



 

52 

 

ITEM 18 - FINANCIAL INFORMATION 

MGG has no financial commitment that impairs its ability to meet contractual and 

fiduciary commitments to clients, and has not been the subject of a bankruptcy 

proceeding. 

 

 

 


