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 Item 2 – Material Changes  

 The purpose of this section is to inform you of any material changes since the last annual update of 
this Brochure. If you are receiving this Brochure for the first time, this section may not be relevant to you. 

 NewSouth reviews and updates this Brochure at least annually to make sure that it is still current. 
Our previous annual amendments were made on June 24, 2025. 

 This year we updated the capitalization ranges of our equity strategies.  No material changes have 
been made to this Brochure since July 1, 2021.  

 We will continue to furnish you with a summary of any material changes to this and subsequent 
Brochures within 120 days of the close of our fiscal year. We may further provide other ongoing disclosure 
information about material changes as necessary. 

 We will further provide you with a new Brochure as necessary based on changes or new information, 
at any time, without charge. 

 Clients or prospective clients may request our Brochure by contacting Patrick Danehy, Principal and 
Chief Compliance Officer, at the telephone number or email address listed on the first page of this Brochure. 
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 Item 4 – Advisory Business 

 Founded in 1985 and based in Memphis, Tennessee, NewSouth Capital Management, Inc. is a100% 
employee-owned investment adviser.  We manage assets, including as an investment sub-adviser, primarily 
for institutional and private clients in both taxable and tax-exempt accounts. We offer four concentrated 
equity strategies, distinguished by market capitalization, available through separately managed accounts and 
the NewSouth Capital Management Collective Investment Trust (the “CIT ”) and its series (each, a “CIT 
Fund”), which are offered and maintained by their trustee (the “Trustee”). On request, we also offer 
balanced accounts and fixed income and cash management strategies. Our investment advisory services, 
strategies, and products are not suitable for the general public or typical retail investors. NewSouth is the 
investment adviser to and general partner of NewSouth Special Equities, L.P., a private limited partnership 
(the “Private Fund”), as described in more detail at Item 10, and participates as a sub-adviser in wrap fee 
programs sponsored by third parties (each a “Wrap Program”). 

 Our objective is long-term capital appreciation through fundamental, bottom-up research to identify 
undervalued companies resilient to circumstances over-emphasized by a near-sighted market. Market 
inefficiency is the central tenet of our philosophy, and fundamental analysis is the basis of our repeatable 
process. We believe markets exhibit inefficiency when prices deviate from intrinsic value. We generally limit 
investments to companies with fundamental traits that we refer to as durable sources of return. These 
include a company’s resiliency, compounding potential and leadership attributes and relate directly to 
business quality and our estimate of intrinsic value. From time to time, the market misprices these traits, 
thus creating investment opportunity.  

 The difference between our estimate of intrinsic value and price is what we refer to as the “margin of 
safety.” We require a meaningful “margin of safety” for each investment meeting our quality threshold. We 
encounter investment opportunities along a continuum of quality. The highest quality businesses are 
associated with lower risk, and thus we demand a greater “margin of safety” to invest in businesses with more 
risk. Our “margin of safety” discipline does not ensure protection from the loss of capital. 

 We believe our competitive advantage comes from our investment philosophy and process, 
independent employee ownership, highly experienced investment team, concentrated portfolio 
construction, and “margin of safety” discipline.  

 Our people are the foundation of our value proposition and the source of our stability. Our 
leadership, research team, client relations and operations professionals collaborate to support our clients’ 
investment objectives. We work with each client to determine a set of investment objectives tailored to the 
client’s needs. Under certain circumstances, we accept clearly defined client restrictions on investing in 
certain types of securities.   

 As of March 31, 2026, the amount of client assets managed was $2,233,000,000.  
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 Item 5 – Fees and Compensation 

 NewSouth provides its investment management services to clients on a discretionary basis. As of the 
date of this Brochure, NewSouth provided discretionary advice to all of its clients. 

 All of NewSouth’s fees are based on the market value of account assets. Actual fees and minimum 
fees may be negotiated in certain instances and vary from the schedules below due to a client’s specific 
circumstances, including the total amount invested with NewSouth across multiple accounts, the level of 
services provided, or other business considerations. Performance-based fee arrangements are available to 
institutional clients, subject to negotiation, upon request of a client. The specific manner in which fees are 
charged is established in the client’s written advisory agreement with NewSouth. Generally, fees are payable 
quarterly and determined by the market value of the account assets at the end of each calendar quarter. 
NewSouth’s fees are generally not payable in advance; however, a limited number of clients who prefer to 
pay in advance are permitted to do so. Accounts initiated or terminated during a calendar quarter will be 
charged a prorated fee. Upon termination of any account, any prepaid, unearned fees will be promptly 
refunded, and any earned, unpaid fees will be due and payable. In most cases, clients authorize payment of 
NewSouth’s fees from their account assets upon presentation of a statement to the client’s custodian. Clients 
may also elect to be billed directly for fees. 

 NewSouth’s basic fee schedule: 

Small Cap Value and Small/Mid Cap Value 

1.00% - on the first $25 million 

0.85% - on the next $25 million 

0.75% - over $50 million 

 

Mid Cap Value and Value Opportunity 

0.75% - on the first $25 million 

0.65% - on the next $25 million 

0.60% - over $50 million 

 

 For balanced accounts, NewSouth charges 0.70% on the first $25 million, 0.60% on the next $25 
million and 0.50% on amounts over $50 million. For intermediate fixed income and cash management 
accounts, NewSouth charges 0.40% on the first $25 million, 0.35% on the next $25 million and 0.30% on 
amounts over $50 million. As an accommodation to certain clients, NewSouth also manages short-term 
fixed income and cash accounts at negotiated fees that are comparable to its fees for managing intermediate 
fixed income. 

 NewSouth receives as sub-advisory fees a portion of the wrap fees charged by Wrap Program 
sponsors to their customers. These fees may vary by asset class and investment style, but generally range 
from 0.50% to 0.60% of the market value of account assets. 

 NewSouth also receives as sub-advisory fees at the rate of 0.75% on the first $25 million, 0.65% on 
the next $25 million and 0.60 over $50 million, from an institutional (registered investment adviser 
(“RIA ”)) client for which NewSouth performs investment sub-advisory services.   
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  With respect to the CIT, NewSouth receives a portion of the annual fee charged by the Trustee that 
is paid monthly in arrears. The fee that NewSouth receives depends on the operating expenses of the CIT 
Funds and other factors. The fees paid by the CIT Funds vary by asset class and share class, range from 
0.55% to 0.80% of assets under management, and generally decrease as asset levels rise.  

 The Private Fund pays NewSouth an annual management fee equal to 1.5% of assets under 
management, payable quarterly in arrears. Investment in the Private Fund is restricted to a limited number 
of investors who meet certain qualifications. The Private Fund is offered pursuant to a private placement 
memorandum.  

 NewSouth’s fees do not include brokerage commissions, transaction fees, or other investment-
related costs and expenses that will be incurred by clients. Clients may incur additional charges imposed by 
third parties such as custodial fees, transfer taxes, foreign dividend taxes, wire transfer and electronic fund 
fees, and other fees and taxes on brokerage accounts and securities transactions. Mutual funds in which 
client accounts are invested also charge sales loads and management and other fees that are disclosed in the 
fund’s prospectus and affect the value of clients’ investments. Exchange traded funds (“ETF ”) in which client 
accounts are invested charge management and other fees that are disclosed in the ETF’s prospectus and 
affect the value of clients’ investments. These charges are exclusive of and in addition to NewSouth’s fee. 
NewSouth does not have a revenue sharing or similar arrangement in place with any third party and does not 
receive any portion of the amounts charged by the mutual funds and ETFs it recommends to clients. 

 Item 12 further describes the factors that NewSouth considers in selecting or recommending broker-
dealers for client securities transactions and determining the reasonableness of their compensation. 

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

 NewSouth charges performance-based fees (fees based on a share of the capital gain or capital 
appreciation in client assets) to certain institutional clients upon their request and subject to negotiation. 
Performance fees are only charged to institutional investors that are “qualified clients” within the meaning of 
Rule 205-3(d) under the Investment Advisers Act of 1940 (the “Advisers Act”) and are otherwise subject to 
the provisions of the Advisers Act. NewSouth has adopted and implemented procedures to ensure that all 
clients are treated fairly and equally, and to prevent the conflicts of interest that may arise with performance-
based fees.  

Item 7 – Types of Clients 

 NewSouth primarily provides portfolio management services to separate account institutional clients 
such as corporate pension and profit-sharing plans, public pension funds, banks, trusts, estates, Taft-Hartley 
plans, collective investment funds, foundations, endowments, and other charitable organizations. NewSouth 
also provides portfolio management services to private clients but not typical retail investors. NewSouth is 
also the investment adviser to the CIT and the Private Fund and a sub-adviser to Wrap Program and RIA 
clients.  

 The minimum account size for separate account clients is generally $10 million. The minimum 
account size may be waived or modified at NewSouth’s discretion. 

 The minimum investment for the Private Fund is established in its offering private placement 
memorandum. The Trustee of the CIT determines the minimum account size for investors in the CIT 
Funds, which is generally lower than those NewSouth requires of its separate account clients. When 
NewSouth participates as a sub-adviser in a Wrap Program, the program sponsor typically determines the 
minimum account size. Wrap Programs generally have lower minimums than those NewSouth requires of its 
separate account clients.   
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 Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 

Philosophy and Process 

 Market inefficiency is the central tenet of our philosophy, and fundamental analysis is the basis of our 
repeatable process. We believe markets exhibit inefficiency when prices deviate from intrinsic value. We seek 
attractive absolute returns that compare favorable to each strategy’s benchmark over a long-term investment 
horizon, through fundamental, bottom-up analysis to identify undervalued companies resilient to 
circumstances over-emphasized by a near-sighted market.  

 Intrinsic value is a function of company resiliency, compounding potential, and vested leadership 
skilled in operations and capital allocation. These fundamental traits are what we refer to as durable sources 
of return. We believe these are persistent indictors of business quality and are identifiable and quantifiable 
through fundamental analysis.  

 The degree to which these attributes are mispriced by the market is the difference between our 
estimate of intrinsic value and price, which we refer to as the “margin of safety.” We require a meaningful 
“margin of safety ” for each investment meeting our quality threshold. We encounter investment 
opportunities along a continuum of quality. The highest quality businesses are associated with lower risk, 
and thus we demand a greater “margin of safety” to invest in businesses with more risk. Applying this 
discipline is intended to reduce, but cannot eliminate, the risk of permanent capital impairment.  

 We generally limit investments to companies with durable sources of return. This practice expands 
our scope beyond low-expectation and out-of-favor businesses or industries. We typically avoid companies 
offering high growth prospects but scant free cash flow or those we cannot reliably assess based on durable 
sources of return.   Across our four equity strategies, we invest in a limited number of companies (typically 
between 40 and 60).  Position size is directly proportional to our assessment of business quality and the 
“margin of safety.” We seek to benefit from concentration by emphasizing our highest conviction holdings 
while maintaining a sufficient number of positions for adequate diversification. 

 In our experience, the resolution of market inefficiencies often requires more time than the market’s 
average holding period for stocks. Thus, value derived from durable sources of return tends to manifest over 
the longer term, resulting in relatively low holdings turnover. We maintain an ownership mindset that is 
reflected in our long-term perspective. We believe a longer time horizon increases the potential for price and 
value convergence. Lower-risk, higher-compounding businesses tend to remain in the portfolio longer. As 
with the discount to intrinsic value we require under our “margin of safety” discipline, holding periods for 
investments vary with our assessment of business quality. We exercise our sell discipline, even for businesses 
of the highest quality, when a holding’s compounding potential and “margin of safety” no longer warrant 
continued investment. 

 Our decision flow is a continuous process, and each decision begins with identifying actionable 
instances of market inefficiency. Our research team of generalists is unconstrained by industry, sector or 
style, affording the opportunity to find mispriced durable sources of return wherever present. We conduct 
fundamental analysis from the bottom up utilizing company financial reports, presentations and regulatory 
filings. We review relevant external research and evaluate company leadership in terms of track record, 
shareholder orientation and strategic outlook. We conduct interviews with company management, 
competitors and others as we deem appropriate. We seek to assess earnings power, cash flow generation 
potential, balance sheet attributes and business model resiliency using financial modeling, and supplement 
our efforts with precedent transaction, peer valuation comparisons and other methods. We also seek to 
understand factors such as industry dynamics, competitive positioning and the effects of any catalysts on 
valuation.   

 The development of a variant view with regard to a business’s intrinsic value per share is central to 
our investment thesis. This requires understanding where and to what degree our insights differ from the 
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 prevailing market view. The research team achieves this through discussion and debate of the merits and 
risks of an investment case. If a decision to invest is made, the research team proceeds to portfolio 
construction and management activities. 

 Our strategies are differentiated only by company equity market capitalization. We determine which 
investments are made into each of the four strategies on this basis. Position size is a function of conviction 
level, portfolio construction guidelines and our assessment of risk factors such as company, industry, sector 
and macro level exposures.  

 We continuously evaluate our opportunity set to improve prospects for intrinsic value compounding 
and to reduce investment risk. We tend to remain invested in positions where intrinsic value growth is 
sufficient to exceed opportunity cost. However, when a holding’s compounding potential and “margin of 
safety” no longer warrant continued investment, we favor capital reallocation.  

Investment Strategies 

Equity Strategies 

 We invest on behalf of clients primarily through four strategies differentiated by company equity 
market capitalization: 

 Each strategy is managed according to the same philosophy and process described above, and 
investment decisions are made for each strategy by the same investment team. We ordinarily hold 25 to 35 
companies in each strategy. We believe this provides clients with an adequate level of diversification and 
increases opportunities for long-term capital appreciation.  

Balanced, Fixed Income and Cash Management Strategies 

 In addition to our four equity strategies, we offer balanced accounts that invest among public 
equities, fixed income and cash.  

 Our fixed income objectives are to maximize returns relative to risk with a strong emphasis on the 
preservation of capital. We believe that these goals can best be accomplished through an active, value-
oriented approach.  

 Our bond portfolios have laddered maturities typically averaging three to five years where the longest 
individual maturity rarely exceeds ten years. We emphasize quality and liquidity, thus generally favoring high 
quality U.S. government securities over corporates and municipals unless investments in these securities 
adequately compensate for the associated increase in credit risk and reduced liquidity. We utilize rebalancing 
strategies to respond to market changes, such as movements in the yield curve and spreads, and execute 
swaps where appropriate to reduce risk or improve returns. Our credit analysis process includes traditional 
fundamental analysis supplemented by credit research from Moody’s, S&P, and other firms.  

 

 Small Cap Value Small / Mid Cap Value Mid Cap Value Value Opportunity 

Target Cap Range $500M to $3B $1B to $25B $3B to $25B $1.5B+ 

Capacity $4.0B $6.0B $10.0B $10.0B 

Inception Year 1985 1996 1985 2000 
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 Use of Artificial Intelligence Tools 

 NewSouth utilizes certain artificial intelligence (“AI”) tools to support our investment research, risk 
analysis, operational processes, and client communications. These tools are not a substitute for human 
judgment. All investment decisions and recommendations are made by our investment professionals. The 
use of AI tools involves certain risks, including the risks that, despite policies and procedures and controls in 
place at NewSouth, AI outputs may be incorrect, incomplete, or based on outdated or biased data; AI 
systems may reflect inherent biases in training data; AI models may not provide clear reasoning for their 
outputs; disruptions, errors, or limitations in AI systems may impact our processes; the use of AI tools may 
involve the handling of confidential and nonpublic client information, subject to our privacy policies and 
applicable law; and the AI tools we use are provided by third parties over which we have limited control.  
NewSouth maintains policies and procedures designed to ensure appropriate oversight of AI tools, including 
human review of inputs, outputs, validation processes, and adherence to regulatory requirements. 
NewSouth’s use of AI tools does not guarantee improved investment performance or any other outcome. 

ESG Topics  

 NewSouth’s clients and prospective clients, from time to time, inquire as to how our policies and 
process relate to environmental, social and governance (ESG) topics. As an investment manager with 
fiduciary duties, NewSouth seeks to maximize the value of our clients’ capital and does not engage in 
thematic investing strategies, including ESG. NewSouth’s investment philosophy emphasizes fundamental 
research for thorough understanding and valuation of businesses. For NewSouth, ESG is a dynamic set of 
considerations related to environmental, social and governance topics and is not a method of analysis, 
investment strategy or risk management approach. While not a distinct component of our investment 
process, we believe that material factors pertaining to ESG topics can and do affect the value of a company to 
varying degrees on a case-by-case basis. 

 Our emphasis on conviction and how our insights differ from the market means we place more 
weight on our bottom-up analysis than rankings from external sources such as ratings agencies or other ESG-
specific providers. NewSouth is not a signatory to any ESG investing framework, nor do we employ such 
guidelines in our independently developed investment process. 

 Under certain circumstances we accept clearly defined client directives to apply negative ESG 
screens in managing client accounts. 

General Investment Risks 

 All investments bear the risk of loss, and past performance is not indicative of future results. Clients 
should be prepared to bear the loss of capital. 

 The investment strategies we implement may underperform various benchmarks, or the market in 
general, for an indeterminate time. Our investment strategies may underperform other investment 
strategies. 

 We invest in many types of businesses, and we are not experts in the industries, sectors or companies 
we evaluate. We believe the level of understanding we require to invest is high. However, there can be 
significant divergence between our projections and corporate results due to unforeseen competitive 
pressures, regulatory challenges, and errors in our judgment, among other risks. A material reduction to our 
estimate of intrinsic value can result in an inadequate “margin of safety,” compelling the sale of the position. 
Our “margin of safety” discipline does not ensure protection from the loss of capital. 

 Our process is not designed to identify all actionable instances of market inefficiency consistent with 
our philosophy and meeting our investment criteria. Conversely, our ability to identify instances of market 
inefficiency, and thus investment opportunity, may be limited due to prevailing market conditions.  
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  Investing in the public securities markets entails inherent risk. Stock markets can be volatile. Prices 
can fluctuate and may decline in response to political, regulatory, market, economic or social developments 
that affect a company or industry. Local, national and global economic and political conditions can 
negatively affect the equity markets as can events such as terrorism, war, natural disasters, public health 
crises, recessions and depressions. The disruption and volatility caused by these and similar future events 
could prevent NewSouth from executing its investment decisions for clients in a timely manner and could 
otherwise adversely affect NewSouth’s ability to achieve client investment objectives, which could have a 
significant adverse impact on the value and risk exposure of client accounts. 

Risks - Equity Securities 

 Specific Company Risk. Stockholders face a number of risks inherent in owning a business. A 
company’s stock price may decline in response to changes in macro and company level factors. At the macro 
level, these include, but are not limited to, changes in interest rates, inflation, and currency and commodity 
prices. At the company level, these include, but are not limited to, changes in operations, competition, 
technology, supply chain, and labor. Macro events such as terrorism, war, natural disasters, public health 
crises, recessions and depressions and company level events such as fraud, restructurings and insolvency can 
result in the permanent impairment of a company’s intrinsic value. Likewise, our determination of intrinsic 
value could be inaccurate, causing us to purchase a stock without a sufficient “margin of safety.”  

 Investment Risk. NewSouth’s emphasis on market inefficiency, fundamental analysis and intrinsic 
value relative to price is characteristic of a value orientation. However, our focus on durable sources of 
return expands our scope beyond low expectation and out-of-favor businesses or industries often heavily 
weighted in value indices. Likewise, we typically avoid companies offering high growth prospects but scant 
free cash flow or those we cannot reliably assess based on durable sources of return. Nonetheless, our 
estimate of a company’s intrinsic value may not be realized in the market within expected investment 
holding periods. Unforeseeable events can occur that impair the intrinsic value of a company. Errors in our 
judgment or analysis can and do occur, rendering our estimates of intrinsic value inaccurate. In either case, 
material reductions to our estimate of intrinsic value can result in an inadequate “margin of safety,” 
compelling the sale of the position. Our “margin of safety” discipline seeks to reduce the risk of, but does not 
ensure protection from, the loss of capital. 

 Small and Mid-Sized Company Risks. Companies with smaller equity market capitalizations may 
exhibit greater price volatility and lower trading volume and liquidity than companies with larger equity 
market capitalizations. Depending on market and trading conditions, exiting smaller company stocks can be 
more difficult than exiting larger company stocks. Smaller companies often have fewer product lines, 
markets, and managerial and financial resources. 

 Concentration Risk. We typically hold between 40 and 60 companies across our four equity 
strategies. Concentrated portfolios are subject to the risk that a single holding will materially affect 
performance as compared to portfolios with a larger number of holdings.  

Risks – Fixed Income Securities 

 Interest Rate Risk. Fixed income securities are subject to the risk of loss attributable to changes in 
interest rates. Generally, as interest rates rise, the value of fixed income securities tends to fall, and as interest 
rates fall, the value of fixed income securities tends to rise. Bonds with longer durations tend to be more 
sensitive to changes in interest rates, making them more volatile than bonds with shorter durations. Periods 
of higher inflation may drive governments and central banks to raise interest rates, which could negatively 
affect the value of fixed income securities held in client accounts. 

 Credit Risk. A client account can lose money if the issuer or guarantor of a bond or other fixed 
income security is unable or unwilling, or is perceived as unable or unwilling, to honor its obligations. A 
credit rating downgrade may also decrease the value of a bond or other fixed income security. A default or 
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 expected default can make it difficult to sell bonds and other fixed income securities at the same or 
approximate original valuation. 

 High Yield Bond Risk. Fixed income securities, commonly known as “high yield” or “junk” bonds, 
are rated below investment grade by credit ratings agencies and are generally considered speculative with 
respect to the issuer’s ability to pay interest and make principal repayments. High yield bonds present a 
greater risk of loss of principal and income than investment grade bonds. An economic downturn or period 
of rising interest rates may have an adverse effect on the market for high yield bonds and could reduce 
liquidity. In the event of an issuer default, an investor could lose all or substantially all of the capital invested. 
Compared with investment grade issuances, high yield bond prices can fluctuate more due to greater credit 
and default risk.  

 Liquidity Risk. Fixed income securities may become illiquid, meaning that it would be difficult or 
impossible to purchase or sell investments in client accounts at a favorable price or at the preferred time. 
Markets for fixed income securities can become illiquid for many reasons, including adverse changes in the 
issuer’s business or sector or because general economic conditions are adverse. 

Risks – Private Investment Partnership 

 Risks Associated with Investment in the Private Fund. NewSouth manages the assets of the Private 
Fund as its general partner and investment adviser. Investment in the Private Fund is limited to a small 
number of qualified investors. See Item 10 of this Brochure. There are certain additional risks associated 
with investing in privately offered investment funds. Those risks are disclosed in the private placement 
memorandum pursuant to which the Private Fund is offered.  

Item 9 – Disciplinary Information 

 As a registered investment adviser, NewSouth is required to disclose all material facts regarding any 
legal or disciplinary events that would be material to a client’s or prospective client’s evaluation of the 
company or the integrity of its management. NewSouth has no legal or disciplinary events to disclose.  

Item 10 – Other Financial Industry Activities and Affiliations 

 NewSouth’s only business activity is furnishing investment advice. Neither the company nor any of 
its principals is actively engaged in any other business activity. In addition, NewSouth is an independent, 
employee-owned firm and has no ownership affiliation with a broker-dealer, commodities adviser, bank, 
insurance company, investment consultant, or similar companies.  

 Private Investment Partnership. NewSouth is the general partner and investment manager of a 
privately offered limited partnership that it established and manages following value-oriented investment 
strategies. As general partner, NewSouth receives a pro-rata share of the Private Fund profits and, as 
investment manager, it receives an investment advisory fee from the Private Fund. The Private Fund is 
offered to a small number of qualified investors pursuant to a private placement memorandum. A number of 
NewSouth’s principals have invested in the Private Fund. 

 NewSouth invests the Private Fund’s assets pursuant to the same or similar value-oriented equity 
strategies that it employs when investing on behalf of other advisory clients. Potential conflicts of interest 
can arise when the Private Fund buys or sells or holds positions in securities which NewSouth also 
recommends to other clients. These potential conflicts include, among other things, treating the Private 
Fund more favorably than other clients in connection with the allocation of limited investment 
opportunities or the allocation of aggregated trade orders. To avoid or mitigate any potential conflicts of 
interest, NewSouth has adopted written policies that impose internal controls over trade management and 
the fair aggregation and allocation of trades.  For information about these policies and procedures, see the 
section entitled “Brokerage Practices.”  
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 Item 11 – Code of Ethics 

 NewSouth has always recognized that its first duty is as a fiduciary to its clients. In selecting 
investments for its clients, NewSouth searches for companies with officers and directors who have 
meaningful ownership stakes. NewSouth is committed to the same principle when it comes to the personal 
investments of its managers. NewSouth believes that it is better for portfolio managers to invest with their 
clients rather than separately from them. Therefore, when NewSouth managers invest client assets in 
portfolio companies, they frequently commit their own assets to investment in the same companies. 

 NewSouth also recognizes that potential conflicts of interest can arise from the personal investment 
activities of its principals and employees. In addition to its basic philosophical commitment to always place 
the best interests of its clients above the personal interests of its principals and employees, NewSouth has 
addressed potential conflict of interest issues in its Code of Ethics. The Code of Ethics limits and monitors 
the personal trading activities of our employees and members of their families. It is designed to assure that 
the personal securities transactions, activities, and interests of the employees will not interfere with making 
decisions in the best interest of advisory clients while, at the same time, allowing employees to invest for 
their own accounts.  

 All employees are required to obtain prior written approval from at least two members of 
NewSouth’s Compliance Committee before buying or selling securities (government bonds and open-end 
mutual funds excepted) and to report periodically all securities holdings to the Compliance Committee. The 
NewSouth Code of Ethics also prohibits principals and employees from executing personal investment 
transactions when an order is pending to buy or sell the same security on behalf of a client until the client’s 
order is executed or withdrawn. It restricts and, in most cases, prohibits short-term trading. 

 NewSouth’s role as general partner of the Private Fund and its management of accounts in which its 
employees or family members have an interest, such as the company’s pension and profit-sharing plan, 
create certain conflicts of interest. Therefore, in addition to the Code of Ethics, NewSouth has also adopted 
and implemented policies concerning internal controls over trade management and the fair aggregation and 
allocation of trades. Reports and trade blotters are regularly reviewed by members of the Compliance 
Committee and other officers.         

 The NewSouth Code of Ethics also addresses other aspects of business conduct, legal compliance, 
and the responsibilities of investment fiduciaries.  A copy of the Code of Ethics is provided to each employee 
when hired and at least annually thereafter. Each employee must confirm his or her review, understanding, 
and compliance with the Code. NewSouth will furnish a copy of its Code of Ethics to any client upon 
request by contacting us at the telephone number or address noted on the cover page of this Brochure.  

Item 12 – Brokerage Practices 

Selection of Broker-Dealers for Client Transactions 

 NewSouth considers a number of factors in selecting broker-dealers to execute transactions in client 
portfolios.     

 Among the factors NewSouth considers in evaluating brokers are their general and special execution 
capabilities, clearance and settlement, reputation, financial viability, efficiency, error resolution, fees, and 
research services. When NewSouth selects brokers to execute transactions in client portfolios, NewSouth 
negotiates a brokerage fee based on the services rendered. Brokers selected by NewSouth may be paid a 
commission in excess of that which another broker might have charged for effecting the same transactions, 
in recognition of the value of these and other attributes and services. 

 NewSouth has adopted a Best Execution and Trade Management Policy and appointed a Trade 
Management Oversight Committee consisting of four officers who review its brokerage practices and 
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policies, consider the range and quality of services offered by broker-dealers, and monitor efforts to obtain 
best execution of transactions in its clients’ accounts.  

Research and Other “Soft Dollar” Benefits 

In selecting brokers, NewSouth may also consider a broker’s provision of certain investment research 
services that assist NewSouth in making its investment decisions. 

Many broker-dealers produce their own investment research products and services, often referred to 
as “proprietary research.” Other broker-dealers contract with third parties to purchase investment research 
that the broker-dealers then furnish to investment advisers; third-party research is often referred to as 
“independent research.” The broker-dealers who produce proprietary research typically furnish that research 
to advisers who regularly direct brokerage business to them. The broker-dealers who purchase independent 
research from others and furnish it to investment advisers typically provide credits, based on the dollar 
volume of brokerage commissions an adviser directs to them. The credits generated from commissions paid 
to these brokers can then be applied to the cost of independent investment research products and services 
such as publications about companies, market reports, reports on economic trends, reports analyzing 
performance of companies, sectors, and stocks, purchase and sales by company insiders, industry 
information, important corporate events, SEC filings and similar research services and products. 

Regardless of whether the broker-dealer furnishes proprietary investment research or independent 
investment research, the furnishing of research and execution services to the money management 
community by broker-dealers is generally known as a “soft dollar” practice. Federal securities law provides a 
“safe harbor” to investment managers who use commission dollars to obtain investment research and 
brokerage services that provide assistance to the manager in performing investment decision making 
responsibilities. NewSouth intends that all soft dollar practices in which it participates will come within the 
soft dollar safe harbor. 

When directing brokerage, NewSouth generally considers the amount and nature of research, 
execution and other services provided by brokers as well as the extent to which NewSouth relies on these 
services and attempts to allocate a portion of its brokerage business on the basis of that evaluation. No 
broker-dealer is precluded from receiving business because it does not provide soft dollar services to 
NewSouth. These services are only one of a number of factors NewSouth considers in selecting brokers.  

Commissions paid to soft dollar brokers must be reasonable in light of the services rendered and 
within the range that NewSouth pays to comparable brokers for the execution of comparable transactions, 
and believes is reasonable under the totality of the circumstances. At the same time, these trades and trades 
executed through other brokers may not be executed at the lowest price available from any broker.  

NewSouth believes that the investment research and execution services provided by these brokers 
are beneficial to its clients. However, because the services and products assist NewSouth in its investment 
decision making and in the execution of client transactions, they are also beneficial to NewSouth because 
NewSouth does not have to produce or pay for the research, products, or services. Therefore, NewSouth’s 
selection of brokers who provide soft dollar services can create conflicts or potential conflicts of interest 
because the soft dollar services could influence NewSouth’s judgment in selecting brokers to execute 
transactions in client accounts. NewSouth may have an incentive to select or recommend a broker-dealer 
based on its interest in receiving the research, products, and services rather than on its clients’ interest in 
receiving the most favorable execution. Additionally, NewSouth does not allocate soft dollar benefits to 
client accounts proportionately to the soft dollar credits the accounts generate. The client accounts whose 
brokerage business generates the soft dollar research are used to benefit most or all client accounts and not 
all such services may be used by NewSouth for the benefit of the accounts that paid the commissions to the 
broker providing the services.  With respect to NewSouth ’s purchase of research information with 
commission dollars, clients who provide NewSouth complete discretion in selecting brokers to execute 
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 transactions for their accounts may provide research benefits to NewSouth in managing accounts of those 
clients who do not provide NewSouth such discretion.  

 NewSouth is mindful of the conflict of interest issues that arise in connection with soft dollar 
practices and has addressed these issues by establishing the following guidelines. NewSouth does not and 
will not assume any contractual obligations with any broker-dealer to direct a specified volume of brokerage 
in exchange for investment research or execution products or services. The brokers NewSouth selects, 
whether or not they provide research services, must satisfy the conditions NewSouth demands of brokers: 
execution capabilities, clearance, settlement, reputation, financial strength and stability, and other factors of 
that nature. In short, the brokers that provide soft dollar services to NewSouth must be brokers that 
NewSouth considers qualified and would select regardless of the soft dollar services they provide. The 
commissions charged by such brokers to provide best execution must also be, in NewSouth’s judgment, 
reasonable in light of the value of all services they provide and well within the range of commission rates 
established for the client and charged by comparable brokers for execution of similar transactions. 

 NewSouth’s Trade Management and Oversight Committee, together with members of the research 
team, determine annual commission targets for broker-dealers that provide research services, based on their 
evaluation of the quality and value of the research services they provide. The Committee meets several times 
annually to review and evaluate the performance of broker-dealers with whom it places orders. The 
Committee’s evaluation is based on a number of factors, including the research services provided by certain 
broker-dealers and the amount of commission dollars paid to those broker-dealers during the current 
calendar year. Representatives of the research team also participate in these evaluations.  

 The types of research services NewSouth acquired with client brokerage commissions during its last 
fiscal year included the following: statistics and financial information on corporations; market and company 
news; reports on potential spin-offs; transcripts of conference calls; research on bankruptcies; reports on 
insider buying; economic analyses, global, domestic, and by industry; stock quotes; and post trade 
settlement support services.  

Order Aggregation and Allocation of Trades 

 NewSouth seeks best execution in making investment trades on behalf of clients and aggregates 
client purchase and sale orders of securities with those of other clients if, in NewSouth’s judgment, such 
aggregation is reasonably likely to result in an overall economic benefit to its clients. In other words, 
NewSouth uses its discretion in determining when the use of aggregate orders is appropriate. This can be 
achieved through lower commission expenses, beneficial timing of transactions, the creation of value, or a 
combination of these and other factors.  

 When NewSouth decides to purchase or sell a security, the transaction decision will frequently apply 
to a number of client accounts, but all client accounts cannot always participate in each order and aggregated 
orders cannot always be completely filled. NewSouth has adopted policies and procedures governing 
aggregation of orders and allocation of trades to assist in assuring that no clients are systematically favored or 
disadvantaged in the process. If a broker fills an aggregated order at different prices during the course of a 
given business day, each client account that participates in that order will do so at the average share price on 
that day. If an aggregated order is only partially filled, NewSouth will allocate shares pro-rata among all 
participating client accounts when it is reasonable to do so, and by other equitable methods when a strict pro
-rata allocation would produce an illogical result. NewSouth uses specialized software to assist it in 
aggregating client orders and allocating trades fairly and equitably among client accounts in accordance with 
its policies and procedures. 

 NewSouth uses “step-out trades” when it determines that doing so may result in best execution for 
certain client trades. Step-out trades are transactions which are placed at one broker-dealer and then “given 
up” or “stepped out” by that broker-dealer to another broker-dealer for credit. Step-out trades can benefit 
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 the client by enabling NewSouth to trade a larger block of shares more efficiently. Unless the client prohibits 
it, NewSouth will use step-out trades for all client accounts. NewSouth will ordinarily use step-out trades to 
accommodate a client’s directed brokerage mandate or Wrap Program arrangement. In both cases, trades 
will be often executed through a particular broker-dealer selected by NewSouth and then “stepped-out” to 
the client’s brokerage firm for settlement and credit, if applicable. 

 As discussed below, certain clients have instructed NewSouth to execute their trading orders through 
the clients’ trading desks or through their brokers’ trading desks. These clients do not participate in 
NewSouth’s order aggregation and allocation system. Although the number of clients that impose such 
trading restrictions is small, there is the potential for one or more clients to be favored or disfavored over 
others, depending on the sequence of order entry. NewSouth intends to mitigate the risk that a client’s 
unique brokerage instructions might result in any client being systematically advantaged or disadvantaged 
over another. When client trades are placed outside the software-based aggregation and allocation plan, 
NewSouth applies a rotation-based system to determine the sequence of order entry.   

Client-Directed Brokerage 

 Many of NewSouth’s clients have established relationships with particular brokers who provide 
custodial services. In some cases, these brokers also provide other services to their clients including one or 
more of the following: reporting and record keeping, performance review and evaluation, commission 
recapture, general investment consulting, and other financial services. In consideration of these services, the 
investor may elect to pay a higher commission rate than NewSouth could obtain elsewhere.  

 However, there are certain considerations that investors, generally, should take into account when 
directing all or a portion of their brokerage through a particular broker. These considerations include at least 
the following: if a client instructs NewSouth to direct its brokerage to a broker that NewSouth does not 
ordinarily use to execute orders or particular types of orders for its other clients, that client may forego the 
benefits of savings that NewSouth could obtain for its other clients through, for example, negotiating lower 
commissions for aggregated orders, or, if a client instructs NewSouth to use a broker that is not on 
NewSouth’s list of approved brokers, there may be additional credit and/or settlement risks or a less 
favorable execution price.  

 Although investors often direct brokerage through their custodial brokers at pre -established 
commission rates, they are not required to do so. Other alternatives exist. An investor may retain a 
custodian, but authorize NewSouth to select other brokers for transactions in the account. Investors have 
the option of retaining a bank or similar financial institution as custodian of their account assets, paying an 
annual fee for custody, record keeping, and reporting services, and authorizing the advisor to select the 
brokers for all account transactions. Another alternative that investors sometimes select is a “wrap fee” 
arrangement. Here, the broker custodian charges a specified fee for providing the client with a variety of 
investment related services, such as brokerage, custody of assets, record keeping and reporting, and general 
investment consulting services. There are no separate charges for brokerage transactions or other specified 
services; all charges are “wrapped” into the single fee. When an investor selects a wrap fee arrangement, the 
adviser will generally direct all trades in the investor’s account through the wrap fee broker because the use 
of other brokers would result in additional commission charges.  

 The markets for investment related services are subject to change and other arrangements may also 
be available.  Each investor should carefully consider the options, taking into account his or her needs for 
particular services, the size of the investment account, and the investment style and strategy of the 
investment adviser.  

Brokerage for Client Referrals  

 Investors should also be aware that investment advisers, including NewSouth, have a conflict of 
interest whenever a broker refers a client to the adviser and the client instructs the adviser to direct 
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 brokerage transactions to the referring broker. If the referring broker charges commissions that are higher 
than those the adviser could obtain elsewhere for comparable brokerage services, the investor may pay 
unnecessarily high commissions. NewSouth may be unable to achieve best execution of the client ’s 
transactions and this may cost the client money. Moreover, NewSouth’s use of the referring broker to 
execute transactions in the client’s account may encourage the broker to refer other clients to NewSouth. 
Similar conflicts may arise regardless of whether the client referral is made by the broker. Whenever 
NewSouth is instructed to execute brokerage transactions through a single broker and NewSouth follows 
those instructions, the broker may have an incentive to refer additional clients to NewSouth. 

Item 13 – Review of Accounts 

 Each investment account is assigned to a particular portfolio manager, a management level 
employee, who will be responsible for monitoring and making investment decisions concerning the account 
in a manner consistent with the research team’s decisions and the client’s investment objectives. 

 Each of the portfolio managers at NewSouth reviews all trades made in all investment accounts daily 
through the circulation of daily blotters. Such daily reviews are designed to ensure overall compliance with 
NewSouth’s investment policies and the investment objectives of particular clients. 

 Many factors trigger account review by a portfolio manager, including the decision to add or 
eliminate a particular investment, to raise or lower cash reserves based on market considerations, to raise 
cash for distribution to clients at their request, to invest new cash contributions to a portfolio, and to alter 
asset mix as market conditions dictate. 

 NewSouth provides periodic written reports based on the needs of its clients. Generally, clients 
receive a quarterly evaluation of their portfolios, including a listing of assets at cost and market, estimates of 
annual income returns, and performance comparisons versus appropriate benchmarks. NewSouth makes an 
effort to provide special reports and to develop customized reporting formats as requested by its clients. 

 Item 14 – Client Referrals and Other Compensation 

 NewSouth does not compensate third parties for client referrals. NewSouth’s response to Item 12 
above includes disclosures concerning brokerage practices and economic benefits received from brokers.  

Additional Information 

 Securities Fraud, Class Actions, Bankruptcies, and Other Litigation. NewSouth does not provide and 
does not have the authority to provide legal advice to clients. NewSouth does not determine if the securities 
held by clients are the subject of a class action lawsuit or whether clients are eligible to participate in 
settlements. NewSouth does not have the authority to submit class action claim forms but will assist in the 
collection of transaction data upon request from a client.   

Item 15 – Custody 

Separate Accounts  

 NewSouth does not act as a qualified custodian for client account assets but under the Advisers Act is 
deemed to have custody of client accounts from which it may deduct advisory fees. Clients make their own 
arrangements for custodial services with brokers, banks, or other independent qualified custodians. The 
qualified custodian will provide clients with their account statements quarterly or more frequently. 
NewSouth also provides quarterly account statements to its clients. Clients should compare the account 
statements they receive from their custodians to the account statements they receive from NewSouth. Our 
statements may vary from those furnished by the custodian based on accounting procedures, reporting 
dates, or valuation methodologies.   
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 The Private Investment Fund 

Under the Advisers Act, NewSouth is deemed to have custody of the account assets held by the Private Fund 
described in Item 10 because it serves as general partner of the Private Fund. However, NewSouth does not 
have actual physical custody of the Private Fund’s assets. Those assets are held by an independent qualified 
custodian. The Private Fund is audited annually and the annual financial statements are distributed to the 
limited partners, as required under the Advisers Act.  

Item 16 – Investment Discretion 

 NewSouth receives discretionary authority from the client at the outset of an advisory relationship to 
select the identity and amount of securities to be bought or sold and the timing of account transactions. This 
authority is set forth in the advisory agreement between NewSouth and the client. In all cases, discretion is 
exercised in a manner consistent with the stated investment objectives and/or guidelines for the particular 
client account and in the client’s best interests.  

 Clients may place certain restrictions and limitations on NewSouth’s investment authority, for 
example by retaining the ability to give NewSouth specific investment instructions. When selecting securities 
and determining amounts, NewSouth observes the investment policies, limitations and restrictions of the 
clients it advises. Investment guidelines and restrictions must be provided to NewSouth in writing. 

Item 17 – Voting Client Securities 

 Most of NewSouth’s advisory agreements authorize NewSouth to vote client proxies. NewSouth’s 
Proxy Voting Policy is focused exclusively on clients’ best interests, or in other words, increasing shareholder 
value. NewSouth’s proxy voting processes are focused exclusively on increasing shareholder value.   

 We do not maintain particular views with regard to ESG issues if they do not affect the value of 
individual investments. We may, however, consider company-level standard reports and ESG-oriented third-
party scoring as part of our proxy voting process. We do not vote proxies for the sole purpose of furthering 
political agendas or pursuing ESG goals beyond increasing value for our clients.  

 NewSouth respects the decisions of clients who have chosen to incorporate political and/or ESG 
objectives into their investment programs. Such clients have the option of directing NewSouth, in writing, to 
vote their proxies according to specific instructions. Clients may retain proxy voting authority if they wish to 
do so. 

 NewSouth’s Proxy Voting Policy describes its predetermined voting policies with respect to certain 
routine, frequently recurring proxy proposals such as election of directors, selection of auditors, corporate 
governance, takeover defenses, and certain capitalization and compensation issues. NewSouth votes all 
proxies for clients that have given NewSouth proxy voting authority unless the client has limited NewSouth’s 
voting authority or NewSouth concludes that it is in the best interest of the client for NewSouth to refrain 
from voting. 

 The Proxy Voting Policy also describes NewSouth’s procedures for non-routine proxy proposals, 
which are to be voted in keeping with the overall principles and objectives of the Proxy Voting Policy, first 
and foremost that proxy proposals be voted in alignment with clients’ best interests. The Proxy Officers are 
responsible for implementing the Proxy Voting Policy and procedures it establishes. If the Proxy Officers 
determine, considering all of relevant facts and circumstances at the time of the proxy vote, including the 
existence of any conflicts of interest, that a specific vote in accordance with NewSouth’s predetermined 
voting policies is not in the best interest of its clients, the Proxy Officers will vote contrary to the relevant 
predetermined policies. 
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  The Proxy Voting Policy also describes NewSouth’s procedures for addressing conflicts of interest 
that may arise as a result of business or personal relationships with portfolio companies. Because NewSouth 
is an independent adviser that does not provide other financial services directly or through affiliates, such 
conflicts of interest arise infrequently. Nonetheless, when any conflict between the interests of NewSouth 
and its clients is identified, the Proxy Officers will (i) with respect to immaterial conflicts of interest, vote in 
accordance with the applicable predetermined voting policies, or if there are none, in accordance with the 
direction of the CCO together with the research team, and (ii) with respect to material conflicts of interest,  
vote in accordance with the applicable predetermined voting policies, or if there are none, the Proxy Officers 
will either (a) disclose the conflict to its clients, describe the manner in which it intends to vote, and request 
the clients’ consent or direction, (b) consult with independent third-party sources and vote the proxy in 
accordance with the third party’s recommendations, or (c) seek guidance from the CCO as to the necessity 
of seeking approval from the Compliance Committee. The Compliance Committee may grant exceptions as 
appropriate to ensure that proxies are voted in clients’ best interests. NewSouth only engages with third-
party proxy advisor firms that, in NewSouth’s opinion, have appropriate controls in place to identify and 
address conflicts of interests related to NewSouth’s proxy voting on behalf of its clients. 

 NewSouth clients may obtain a copy of our Proxy Voting Policy by contacting Patrick Danehy at the 
telephone number or address set forth on the cover page of this Brochure. Clients may also obtain 
information about how their proxies were voted by contacting Patrick Danehy. 

Item 18 – Financial Information 

 In this Item, NewSouth is required to provide you with information concerning any financial 
condition that is reasonably likely to impair its ability to meet contractual commitments to clients. 
NewSouth is not aware of any such condition.  
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