
www.buyoutsnews.com8 | BUYOUTS | February 6, 2017

TSG persuades 
LPs to clear 
management 
fee increase 
after fund close
By Sam Sutton
• “Why would other LPs approve this?” asks board chairman
• LPs approved amendment raising fee, eliminating 
 banking fees
• New Jersey voted against the change

TSG Consumer Partners persuaded its 
limited partners to approve an amend-
ment to raise the management fee on its 
two latest buyout funds to 2.1 percent 
from 2 percent, New Jersey State Invest-
ment Council documents show.

The firm closed TSG 7A and TSG 7B, 
which it raised concurrently, on a com-
bined $2.5 billion in late 2015.

Under the original terms, manage-
ment fees paid by fund investors were 
offset by half the investment-banking 
fees TSG charged the funds’ underlying 
portfolio companies, New Jersey docu-
ments say.

In December, TSG not i f ied the 
state that a majority of its fund LPs had 
approved an amendment that halted 
TSG’s ability to charge or receive invest-
ment-banking fees after June 1, 2016.

The amended terms also raised the 
management fee to 2.1 percent from 2 
percent, which could result in as much 
as $100,000 in additional fees for New Jer-
sey over the next seven years, according 
to State Investment Council documents. 
In theory, the amended terms replace 

revenue TSG would have generated from 
investment-banking fees with manage-
ment fees taken from limited partners.

The change’s actual impact will 
depend on how much TSG would have 
eventually charged its portfolio com-
panies for investment-banking fees, 
the New Jersey documents show.

New Jersey committed $80 million 
to TSG 7A and $20 million to TSG 7B 
in 2015. New Jersey voted against TSG’s 
amended terms, pension documents say.

“Why would other LPs approve this?” 
asked State Investment Council Chair-
man Tom Byrne at the meeting, adding 
that he was concerned firms could sum-
marily increase their management fees 
without significant pushback from their 
investors.

“They’ve performed really well and 
always been overallocated, so some LPs 
may view it as a way to keep [their alloca-

tion going] into the next fund,” said New 
Jersey’s portfolio manager, Meghna Desai, 
at the meeting.

TSG 6, a $1.3 billion 2012 vintage, 
was netting a 45.9 percent IRR through 
Dec. 31, 2015, Colorado Public Employ-
ees Retirement Association documents 
show. Fund 5, which raised $900 million 
in 2007, was netting a 16.7 percent IRR 
as of that date.

TSG, San Francisco, specializes in con-
sumer-sector investments. Recent deals 
include the acquisition of Duckhorn Wine 
from GI Partners and a minority stake in 
Canyon Bicycles.

TSG declined comment.

Fog envelops the Golden Gate Bridge in San Francisco on April 8, 2016.   REUTERS/Kevin Lamarque
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For more about TSG, visit www.tsgcon-
sumer.com

Recent LP Commitments
Limited Partner Fund Name Fund Strategy Amount 

Committed
Fund Target/ 
Size

Insight

New York State Common 
Retirement Fund

MBK Partners Fund IV Acquisitions/
Buyouts

$50 million $4.1 billion MBK Partners will use Fund IV to acquire companies in Korea, Japan, China 
and Taiwan.

New York State Teachers’ 
Retirement System

Amulet Capital Fund I Acquisitions/
Buyouts

$50 million $250 million Amulet specializes in middle-market healthcare deals, typically investing 
$25 million to $150 million of equity per deal.

MBK Partners Fund IV Acquisitions/
Buyouts

$100 million $4.1 billion MBK Partners is a buyout firm with an exclusive focus on the North Asian 
marketplaces of China, Japan, and Korea.

Veritas Capital Fund VI Acquisitions/
Buyouts

$100 million $3 billion Fund VI will invest in middle-market companies in the aerospace and 
defense, health care, technology and national security sectors.

Texas County & District 
Retirement System

EnCap Energy Capital 
Fund XI

Acquisitions/
Buyouts

$75 million $6.5 billion EnCap has invested nearly $3 billion since 2015, and plans to sell assets to 
big, strategic energy companies.
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