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No fee required.
Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

(1) Title of each class of securities to which transaction applies: common stock, par value $0.01 per share

(2) Aggregate number of securities to which transaction applies: As of the close of business on November 6,
2017, 41,555,754 shares of common stock outstanding (including 789,967 shares of common stock subject
to vesting), 35,000 shares of common stock subject to outstanding employee stock options and 12,000,000
shares of common stock subject to outstanding warrants

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set
forth the amount on which the filing fee is calculated and state how it was determined): In accordance with
Exchange Act Rule 0-11(c), the filing fee of $64,370.87 was determined by multiplying 0.0001245 by the
aggregate merger consideration of $517,035,129.76. The aggregate merger consideration was calculated by
multiplying the 41,555,754 outstanding shares of common stock (including 789,967 shares of common stock
subject to vesting) by the per share merger consideration of $12.44, which consists of $11.44 in upfront per
share consideration and one contingent value right that NewStar estimates could result in additional cash
payments of up to $1.00 per share, and adding the foregoing product to $81,550.00, the product obtained by
multiplying the 35,000 shares of common stock subject to outstanding employee stock options by $2.33, the
per share merger consideration of $12.44 less the $10.11 weighted average exercise price per share of such
outstanding employee stock options (in each case, as of the close of business of November 6, 2017). As all
of the warrants have an exercise price per share of $12.62, which is higher than the per share merger
consideration of $12.44, no consideration will be payable in respect of the 12,000,000 shares of common
stock subject to outstanding warrants.

(4) Proposed maximum aggregate value of transaction: $517,035,129.76

(5) Total fee paid: $64,370.87

Fee paid previously with preliminary materials.
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Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:
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PRELIMINARY PROXY STATEMENT SUBJECT TO COMPLETION,
DATED| ], 2017
NEWSTAR FINANCIAL, INC.
500 Boylston Street, Suite 1250
Boston, MA 02116
[ 1,2017
Dear Stockholder:

You are cordially invited to attend a special meeting of the stockholders of NewStar Financial, Inc., which we will
hold at the offices of Locke Lord LLP, 111 Huntington Avenue, Boston, Massachusetts, on December [ ], 2017, at 10
a.m., local time.

As previously announced, on October 16, 2017 NewStar entered into a merger agreement with First Eagle Holdings,
Inc. and an asset purchase agreement with GSO Diamond Portfolio Holdco LLC, a subsidiary of a newly formed
investment fund advised by GSO Capital Partners LP.

Under the merger agreement, NewStar will be acquired by a subsidiary of First Eagle and holders of our common
stock will be entitled to receive for each share of NewStar common stock issued and outstanding immediately before
the merger (i) $11.44 in cash and (ii) one contractual contingent value right. The contingent value rights, as more fully
described in the attached proxy statement, represent the right to receive the net tax refunds that are expected to be
received by NewStar following the closing as a result of tax losses generated primarily by the proposed transactions.
We estimate these tax refunds will total approximately $1.00 per contingent value right if the transactions close in
2017, or $0.84 per contingent value right if the transactions close in 2018. We expect to be able to file for such tax
refunds by the third quarter of 2018, although the payment and distribution of the cash proceeds from such refunds
will likely require additional time and may vary due to factors not within our control.

Immediately prior to the merger, under the asset purchase agreement, NewStar will sell a portfolio of its investment
assets, including loans and other credit investments, to GSO Diamond Portfolio Holdco LLC. The proceeds of the
asset sale will be used to pay down outstanding NewStar debt and to fund a portion of the merger consideration
payable by First Eagle. NewStar stockholders will not receive directly any portion of the asset sale proceeds.
Completion of the asset sale and the merger are conditioned on each other, and we will not complete either transaction
unless both are completed.

We are holding a special meeting to seek your approval to adopt the merger agreement and approve the transactions
contemplated by the asset purchase agreement.

Our board of directors, by the unanimous vote of all directors voting, has approved the merger agreement, the asset

purchase agreement and the transactions contemplated by such agreements. The board, by the unanimous vote of all

directors voting, recommends that stockholders vote FOR the proposal to adopt the merger agreement and
FOR the proposal to approve the transactions contemplated by the asset purchase agreement.
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At the special meeting, stockholders will also be asked to vote on (i) an advisory (non-binding) proposal to approve
specified compensation that may be paid or become payable to the named executive officers of NewStar in connection
with the merger and (ii) a proposal to approve the adjournment of the special meeting from time to time, if necessary
or appropriate, to solicit additional proxies if there are insufficient votes at the time of the special meeting to approve
the proposals regarding the merger agreement and the asset purchase agreement. The board recommends that
stockholders vote FOR each of these proposals.

Information about the special meeting, the proposals to be voted on at the meeting and other related matters is

contained in the accompanying proxy statement, which we urge you to read carefully and in its entirety, including the
annexes and the documents referred to or incorporated by reference in the proxy statement.
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Your vote is very important. The transactions cannot be completed unless holders of a majority of the
outstanding shares of common stock vote FOR the adoption of the merger agreement and FOR the approval of
the transactions contemplated by the asset purchase agreement. The failure to vote will have the same effect as
avote AGAINST the proposal to adopt the merger agreement and AGAINST the proposal to approve the
transactions contemplated by the asset purchase agreement.

On behalf of the Board of Directors of

NewsStar Financial, Inc.,

Timothy J. Conway

Chairman and Chief Executive Officer

Boston, Massachusetts

[ 1,2017

Neither the SEC nor any state securities commission has approved or disapproved either the asset sale or the
merger, passed upon the merits or fairness of either the asset sale or the merger or passed upon the adequacy

or accuracy of the disclosure in this document. Any representation to the contrary is a criminal offense.

The accompanying proxy statement is dated [ ], 2017 and is first being mailed to stockholders on or about [ ], 2017.
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NEWSTAR FINANCIAL, INC.
500 Boylston Street, Suite 1250
Boston, MA 02116
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To the Stockholders of NewStar Financial, Inc.:

NOTICE IS HEREBY GIVEN that a Special Meeting of the Stockholders of NewStar Financial, Inc., a Delaware
corporation ( NewStar ) will be held at the offices of Locke Lord LLP, 111 Huntington Avenue, Boston, Massachusetts,
on December [ ], 2017, at 10 a.m. local time, for the following purposes:

1. To consider and vote on a proposal to adopt the Agreement and Plan of Merger, dated as of October 16, 2017, by
and among NewStar, First Eagle Holdings, Inc., a Delaware corporation, FE Holdco, LLC, a Delaware limited
liability company, and FE Merger Sub, Inc., a Delaware corporation;

2. To consider and vote on a proposal to approve the transactions contemplated by the Asset Purchase Agreement,
dated as of October 16, 2017, by and between NewStar and GSO Diamond Portfolio Holdco LLC, a Delaware limited
liability companys;

3. To approve, on an advisory (non-binding) basis, specified compensation that may be paid or become payable to the
named executive officers of NewStar in connection with the transactions; and

4. To approve the adjournment of the special meeting from time to time, if necessary or appropriate, to solicit
additional proxies if there are insufficient votes at the time of the special meeting to approve the proposal to adopt the
merger agreement or the proposal to approve the transactions contemplated by the asset purchase agreement.

Only holders of record of our common stock at the close of business on November 20, 2017, are entitled to receive
notice of, and to vote at, the special meeting or at any postponement or adjournment thereof.

Your vote is very important. The transactions cannot be completed unless holders of a majority of the outstanding
shares of common stock vote FOR the proposal to adopt the merger agreement and FOR the proposal to approve the
transactions contemplated by the asset purchase agreement. Both the merger proposal and the asset sale proposal must

be approved by NewStar s stockholders in order for the transactions to be completed. The failure to vote on either of
these proposals will have the same effect as a vote  AGAINST both proposals.

After reading the accompanying proxy statement, please make sure to vote your shares by proxy promptly by
completing, signing and dating the accompanying proxy card and returning it in the enclosed prepaid envelope or by
voting by proxy by telephone or through the Internet by following the instructions on the accompanying proxy card. If
you hold shares through an account with a bank, broker or other nominee, please follow the instructions you receive
from it to vote your shares.

If you have any questions or need assistance in voting your shares of common stock, please contact our proxy
solicitor, Georgeson LLC, toll free at (866) 695-6078.

By order of the Board of Directors,
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Robert K. Brown

Secretary

Dated: [ ], 2017
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SUMMARY

This Summary highlights selected information contained in this proxy statement. Since this Summary may not contain
all of the information that may be important to you, we encourage you to read carefully this entire proxy statement, its
annexes and the documents referred to or incorporated by reference in this proxy statement, as well as any other
related documents filed with the Securities and Exchange Commission, which we refer to as the SEC . The items in
this Summary include page references directing you to a more complete description of that topic in this proxy
statement.

The Parties to the Transaction Agreements (page [ ])
NewStar Financial, Inc.

NewsStar Financial, Inc., which we refer to as NewStar , we or our ,is a Delaware corporation. NewStar is a
commercial finance company engaged in direct lending activities and asset management. NewStar s common stock,

par value $0.01 per share, which we refer to as common stock , is listed on the Nasdaq Stock Market, which we refer to
as the NASDAQ , under the symbol NEWS .

Additional information about NewStar is contained in our public filings with the SEC that are incorporated by
reference herein. See Where You Can Find Additional Information beginning on page [ ] of this proxy statement.

First Eagle Holdings, Inc., FE Holdco, LLC and FE Merger Sub, Inc.

First Eagle Holdings, Inc., which we refer to as First Eagle , is a Delaware corporation and an affiliate of First Eagle
Investment Management, LLC, which is an independent, privately-owned investment management firm headquartered

in New York with approximately US $116 billion in assets under management (as of September 30, 2017). An entity
jointly owned by funds advised by The Blackstone Group L.P., which we refer to as Blackstone (which is listed on the
New York Stock Exchange under the symbol BX ) and Corsair Capital LLC, which we refer to as Corsair , is the
majority owner of First Eagle. For more information about First Eagle, Corsair and Blackstone see Additional
Information Regarding First Eagle and Corsair beginning on page [ ] of this proxy statement.

FE Holdco, LLC, which we refer to as FE Holdco , is a Delaware limited liability company and a wholly owned
subsidiary of First Eagle.

FE Merger Sub, Inc., which we refer to as Merger Sub , is a Delaware corporation and a wholly owned subsidiary of
FE Holdco. Merger Sub was formed solely for the purpose of entering into the merger agreement and consummating
the transactions contemplated by the merger agreement and has not engaged in any business except for activities
incidental to its formation and as contemplated by the merger agreement.

GSO Diamond Portfolio Holdco LLC

GSO Diamond Portfolio Holdco LLC, which we refer to as the Asset Buyer , is a Delaware limited liability company.
The Asset Buyer is a wholly owned subsidiary of GSO Diamond Portfolio Fund LP, which we refer to as the GSO
Fund , a newly formed investment fund advised by GSO Capital Partners LP., which we refer to as GSO . GSO is the
global credit investment platform of Blackstone. The partners in the GSO Fund, who will provide the equity capital to
fund a portion of the asset purchase price, consist of various institutional investors and family offices, as well as

certain affiliates of GSO.
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The Asset Buyer was formed for the purpose of entering into the asset purchase agreement and consummating the
transactions contemplated by the asset purchase agreement and has not engaged in any business except for activities
incidental to its formation and as contemplated by the asset purchase agreement.
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Certain Relationships Among the Parties

For information on relationship among the parties to the transactions listed above and certain of their affiliates, see
The Parties to the Transactions beginning on page [ ] of this proxy statement and Important Information Regarding
First Eagle and Corsair beginning on page [ ] of this proxy statement.

The Merger and Asset Sale (page [ )

On October 16, 2017, NewStar entered into:

an Agreement and Plan of Merger as may be amended from time to time, which we refer to as the merger
agreement , with First Eagle, FE Holdco and Merger Sub; and

an Asset Purchase Agreement as may be amended from time to time, which we refer to as the asset purchase
agreement , with the Asset Buyer.
Under the merger agreement, Merger Sub will be merged with and into NewStar, which we refer to as the merger ,
with NewStar surviving the merger as a wholly-owned subsidiary of FE Holdco (and indirect wholly owned
subsidiary of First Eagle).

Immediately prior to the merger, pursuant to the asset purchase agreement, NewStar will sell a portfolio of its

investment assets, including loans and other credit investments, to the Asset Buyer, which we refer to as the asset sale .
The purchase price to be paid by the Asset Buyer to NewStar is $2,370,700,000, which will be subject to adjustment

as provided in the asset purchase agreement.

The closing of the merger is conditioned upon, among other things, the closing of the asset sale and will occur
immediately following the asset sale. The net proceeds paid to NewStar by the Asset Buyer in connection with the
asset sale will be applied to pay off most of our outstanding debt obligations and the remainder will be used by First
Eagle to pay a portion of the upfront cash merger consideration, as described below. No portion of the asset sale
proceeds will be paid directly to NewStar stockholders, who will be entitled to receive solely the merger consideration
described below.

If the merger is completed, each share of common stock outstanding immediately prior to the merger will be entitled
to receive (i) $11.44 in cash, without interest, which we refer to as the upfront per share cash consideration , and
(i1) one contractual contingent value right, which we refer to as a contingent value right and collectively, with the
upfront per share cash consideration, as the merger consideration . Shares held by holders who properly exercise
appraisal rights under Delaware law will not be converted into the right to receive the merger consideration and will
instead have such rights as are granted under applicable Delaware law.

Following the merger, NewStar will become a privately held company, wholly owned by First Eagle, and NewStar s
common stock will be delisted from the NASDAQ and deregistered under the Securities Exchange Act of 1934, as

amended, which we refer to as the Exchange Act .

The Contingent Value Rights (page[ 1)
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Each holder of a contingent value right will have the right to receive a pro-rata share of amounts attributable to certain
post-closing U.S. federal and state income tax refunds received by NewStar as a result of losses recognized upon the
closing of the asset sale. These losses may be carried back to the two taxable years prior to, and interim period ending
on, the closing date of the transactions. Under applicable SEC rules, the contingent value rights may not be sold or
transferred (with certain limited exceptions, including transfer by will or intestacy). The contingent value rights will
not represent any equity or ownership interest in NewStar, First Eagle or any of their affiliates (or any other person)
and will not be represented by any certificates or other instruments.
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NewsStar currently expects the income tax refunds received to total approximately $41.6 million if the closing occurs
in 2017 (which would result in payments of approximately $1.00 in the aggregate for each contingent value right) or
approximately $35.0 million if the closing occurs in the first quarter of 2018 (which would result in payments of
approximately $0.84 in the aggregate for each contingent value right). NewStar currently expects to be able to file for
these refunds by the third quarter of 2018. Such expectations differ from the projections previously prepared by
management that were provided to NewStar s financial advisors primarily due to management s updated expectations
that NewStar s full fiscal year 2017 earnings will be lower than management previously estimated and due to lower
estimated state tax refunds as a result of applicable state alternative minimum tax requirements, as further described in
Special Factors NewStar s Current Expectations Regarding the Contingent Value Rights on page [ ].

The refund filings can only be made after the purchase price for the asset sale is finally determined pursuant to certain
post-closing adjustment procedures and allocated for tax purposes among the purchased assets, as further described in
The Merger Agreement and the Asset Purchase Agreement Asset Purchase Agreement Payment of the Asset Sale

Consideration on page [ ].

As further described below, under the merger agreement the holders of the contingent value rights will receive a
payment of 30% of each tax refund (net of certain adjustments) promptly after First Eagle receives such refund and

60% of the net tax refund will be disbursed upon approval by the Congressional Joint Committee on Taxation, which

we refer to as the JCT , with the remaining amount disbursed upon the earlier of the expiration of the applicable statute
of limitations and the completion by the Internal Revenue Service, which we refer to as the IRS , of any audit for the
applicable tax year.

Under U.S. federal income tax law and regulations, a refund request is generally based on tax loss carrybacks to prior
tax years and is generally processed and paid promptly after the refund claim is filed. However, refund claims
exceeding $5 million are subject to review and approval by the JCT, and if such approval is denied in whole or in part,
the disapproved portion must be returned by the taxpayer to the IRS. Accordingly, 70% of the net tax refund will be
retained in an escrow account (with 60% of the net tax refund released upon JCT approval and the remainder released
upon completion of an IRS audit or the expiration of the statute of limitations for the applicable tax years).

Recently proposed tax legislation could adversely affect the availability of tax loss carrybacks see  Recent
Developments Potentially Affecting the Contingent Value Rights , below.
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The following table presents the current expectation of NewStar management as to the expected amount, and possible
timing, of payments to the holders of the contingent value rights. However, as such payments are subject to
approvals by the IRS, JCT and other taxing authorities and current tax law (which is subject to change), there
can be no assurance that any payment will be made under the contingent value rights, or the amount or timing
of any such payment.

Assuming a 2017 closing of the merger and asset sale!
Distribution of Remainder of

Refund
Distribution of 30% to CVR (estimated between
Anticipated receipt by holders promptly upon second
NewStar of Refunds receipt quarter of 2019 and
Fourth Quarter 2018 Fourth Quarter 2018 third
Refund Filing (except as noted below) (except as noted below) quarter of 2021)
File quick refund of estimated
federal taxes paid in 2017 $ 6.6 million $ 2.0 million
(First Quarter 2018) (First Quarter 2018) (First Quarter 2018) $ 4.6 million
File carryback claim for 2015
federal taxes paid (Third
Quarter 2018) $ 7.7 million $ 2.3 million $ 5.4 million

File carryback claim for 2016
federal taxes paid (Third

Quarter 2018) $ 24.5 million $ 7.4 million $ 17.1 million
File 2017 final state tax return
(Third Quarter 2018) $ 2.1 million $ 0.6 million $ 1.5 million
File carryback claim for 2015
and 2016 state taxes paid
(Third Quarter 2018) $ 0.7 million $ 0.2 million $ 0.5 million
Total $ 41.6 million $ 12.5 million $ 29.1 million
Assuming a First Quarter 2018 closing of the merger and asset sale?
Distribution of Remainder of
Distribution of 30% to CVR Refund
Anticipated Refund to be holders promptly (estimated between
received by upon second
NewStar receipt quarter of 2019 and
Fourth Quarter Fourth Quarter third

Refund Filing 2018 2018 quarter of 2021)
File carryback claim for
2016 federal taxes paid
(Third Quarter 2018) $ 24.5 million $ 7.4 million $ 17.1 million
File carryback claim for
2017 federal taxes paid
(Third Quarter 2018) $ 9.5 million $ 2.9 million $ 6.6 million

$ 0.6 million $ 0.2 million $ 0.4 million
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File 2017 and 2018 final

state tax return (Third

Quarter 2018)

File carryback claim for

2016 state taxes paid (Third

Quarter 2018) $ 0.4 million $ 0.1 million $ 0.3 million
Total $ 35.0 million $ 10.6 million $ 24.4 million
Payments on the Contingent Value Rights

Upon receipt of any such tax refunds, an amount equal to 30% of such refund (net of any increase in U.S. federal

income tax liability resulting from NewStar s receipt of any state income tax refund), which we refer to as a net tax
refund , will be promptly disbursed to the holders of the contingent value rights.

At the time of such distribution, each contingent value right will entitle the holder to a payment equal to the
quotient of:

the product of (i) 30% multiplied by (ii) the amount of the applicable net tax refund divided by

I In addition, this table assumes that NewStar s 2017 tax returns have been filed by the second quarter 2018.
2 In addition, this table assumes that NewStar s 2017 tax returns and final 2018 tax returns have been filed by the
third quarter 2018.
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the number of contingent value rights then outstanding (which will be deemed to include, as of such
payment date, such number of contingent value rights that would have been issued to stockholders who
have properly demanded their statutory rights of appraisal under applicable Delaware law or who have
not properly exchanged their shares for payment of the merger consideration).

The remainder of such net tax refund will be held in an interest bearing account, which we refer to as the tax

holdback account , that will be invested as directed by the CVR Commiittee (as further described below) in

specified short-term, high quality investments. Any interest earned on the funds in the tax holdback account

will be for the benefit of, and any losses will be for the account of, the holders of the contingent value rights.
As described above, under applicable federal tax law, applications for refunds in excess of $5 million are subject to
review and approval by the JCT before becoming final. Upon any U.S. federal income tax refund described above
being approved by the JCT prior to completion of the IRS audit or the expiration of the statute of limitations for the
applicable tax year, an amount equal to 60% of the applicable net tax refund (plus any interest earned to date on such
amount), which we refer to as a JCT approval payment , will be promptly disbursed to the holders of the contingent
value rights.

At the time of such distribution, each contingent value right will entitle the holder to a payment equal to the
quotient of:

the amount of the JCT approval payment divided by

the number of contingent value rights then outstanding (as calculated as set forth above).

The initial payment will be increased by an amount equal to 60% of any net tax refund for any quick refund
of NewStar s estimated payments of U.S. federal income taxes for the taxable year that ends on the closing
date (plus any interest earned to date on such amount in the tax holdback account). Any such quick refund is
technically just a reduction in 2017 estimated tax payments and therefore will not require JCT approval.

The remaining amount of any net tax refund (plus any interest earned to date on such amount) will be promptly

disbursed to the holders of the contingent value rights upon the earlier of: (x) the expiration of the statute of

limitations applicable to the IRS s review of the tax return for the taxable year to which such net tax refund relates and

(y) the time that the IRS closes its income tax audit of NewStar for the taxable year to which such net tax refund

relates.

At the time of such distribution, each contingent value right will entitle the holder to a payment equal to the
quotient of:
the amount of the remaining net tax refund payment divided by

the number of contingent value rights then outstanding (as calculated as set forth above).
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In the event any net tax refund is reduced as a result of a final resolution of liability for any tax by or as a result of any

final court decision, settlement or other determination (as further described in The Merger Agreement and the Asset
Purchase Agreement Merger Agreement Contingent Value Rights on page [ ]), an amount equal to the tax owed will be
disbursed to NewStar from the tax holdback account, which may result in there being no further funds in the tax

holdback account to be disbursed to the holders of contingent value rights.

The holders of the contingent value rights will have no obligation or liability to return or otherwise repay to First

Eagle or NewStar any amounts previously disbursed to such holders, even if the funds remaining in the tax holdback
account are not sufficient to satisfy in full NewStar s tax obligation or liability arising as a result of such determination.
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CVR Committee

Prior to the merger, NewStar will form a committee (comprised of one individual reasonably acceptable to First
Eagle), which we refer to as the CVR Committee , with authority to monitor compliance with the foregoing and
enforce, on behalf of the holders of the contingent value rights, the obligations of First Eagle and NewStar with
respect thereto.

The CVR Committee will have the right to control any audit, dispute or action with respect to the tax refunds,
provided that the CVR Committee may not settle any such audit, dispute or action without the prior written consent of
First Eagle and NewStar.

Any decision of the CVR Committee with respect to the matters set forth above will be binding on all holders of the
contingent value rights; provided, that the holders of at least 25% of the outstanding contingent value rights will be
entitled to direct the CVR Committee to act on behalf of the holders of the contingent value rights to enforce: (A) the
preparation of the refund tax returns by the CVR Committee; (B) the filing of such tax returns by First Eagle; and

(C) the deposit by NewStar of the net tax refunds actually received with the CVR Agent. Furthermore, each holder of
a contingent value right is entitled to enforce the right to receive the payments set forth above to which such holder is
entitled.

Recent Developments Potentially Affecting the Contingent Value Rights

On November 2, 2017 and November 9, 2017, respectively, the House Ways and Means Committee and the Senate
Committee on Finance each introduced tax reform legislation under the Tax Cuts and Jobs Act, which we refer to as
the Tax Bill . The Tax Bill, if enacted under either version, would eliminate the ability to carryback net operating
losses, which we refer to as NOLs arising in tax years beginning after 2017, subject to limited exceptions not relevant
to the contingent value rights. As a result, if the Tax Bill were enacted under either version and the transactions
contemplated by the asset purchase agreement were to close in 2018, NewStar would not be able to carryback the
losses generated in connection with the closing of the asset sale, and as such, holders of the contingent value rights
would not be entitled to any payments thereunder. On November 16, 2017, the Tax Bill proposed by the House Ways
and Means Committee passed in the U.S. House of Representatives, but the Tax Bill proposed by the Senate
Committee on Finance has not yet been voted upon by the full U.S. Senate. If the Senate version is passed by the full
U.S. Senate, both versions of the Tax Bill will go to a joint congressional conference for reconciliation before an
agreed-upon version goes back to both the U.S. House of Representatives and the U.S. Senate for a final vote. There is
substantial uncertainty as to whether either version of the Tax Bill will be enacted or, if enacted, whether the final
legislation will limit the carryback of NOLSs to the same extent, if at all. Accordingly, holders are urged to consult
their tax advisors regarding this issue.

The Special Meeting (page [ 1)

The special meeting of the stockholders of NewStar will be held at the offices of Locke Lord LLP, 111 Huntington
Avenue, Boston, Massachusetts, on December [ ], 2017, at 10 a.m. local time, which we refer to as the special meeting .

Proposals to Be Voted on at the Special Meeting (page [ ])

At the special meeting, you will be asked to consider and vote upon the following proposals:
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the proposal to adopt the merger agreement, which we refer to as the merger proposal ;

the proposal to approve the transactions contemplated by the asset purchase agreement, which we refer to as
the asset sale proposal ;
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the proposal to approve, on an advisory (non-binding) basis, specified compensation that may be paid or
become payable to the named executive officers of NewStar in connection with the merger, which we refer
to as the compensation proposal ; and

the proposal to approve the adjournment of the special meeting from time to time, if necessary or
appropriate, to solicit additional proxies if there are insufficient votes at the time of the special meeting to
approve the proposals regarding the merger agreement and the asset purchase agreement, which we refer to
as the adjournment proposal .

Record Date, Stockholders Entitled to Vote and Quorum (page [ ])

Only holders of record of our shares of common stock as of the close of business on November 20, 2017, which we
refer to as the record date , will be entitled to receive notice of, and to vote at, the special meeting or any adjournments
thereof. As of the record date, there were 41,555,453 shares of common stock outstanding.

Holders of common stock are entitled to one vote on each matter submitted to a vote for each share of common stock
owned at the close of business on the record date.

The presence of a majority of the outstanding shares of common stock entitled to vote at the special meeting,
represented in person or by proxy, constitutes a quorum for the transaction of business at the special meeting. Proxies
received but marked as abstentions will be included in the calculation of the number of shares of common stock
considered to be present at the special meeting in determining a quorum. Under our bylaws, in the absence of a
quorum at the special meeting, the meeting of stockholders may be adjourned by the chairman of the special meeting.

Required Vote (page [ ])
Merger and Asset Sale Proposals

The merger proposal and the asset sale proposal each requires the affirmative vote of stockholders holding a majority
of the shares of common stock outstanding and entitled to vote on such proposal.

Compensation and Adjournment Proposals

The compensation proposal and adjournment proposal each requires the affirmative vote of holders of a majority of
the shares of common stock present, in person or by proxy, and entitled to vote at the special meeting.

Voting by NewStar s Directors and Executive Officers (page [ ])

At the close of business on the record date for the special meeting, NewStar s directors and executive officers
beneficially owned and had the right to vote 3,333,053 shares of common stock (excluding, in the cases of our
directors Mr. Bradley E. Cooper and Mr. Richard E. Thornburgh, the 4,000,000 shares and 4,263,075 shares owned by
certain Capital Z entities and Corsair entities, respectively, which are stockholders of NewStar and with which such
directors are affiliated) which represents approximately 8.0% of the shares of common stock entitled to vote at the
special meeting.

It is expected that NewStar s directors and executive officers will vote their shares of common stock:
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FOR the merger proposal;

FOR the asset sale proposal;
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FOR the compensation proposal; and

FOR the adjournment proposal.
Conditions to Completion of the Merger and the Asset Sale (page [ 1)
Merger Agreement

The obligations of NewStar and First Eagle to complete the merger are subject to the satisfaction of the following
conditions:

NewStar s stockholders have approved the merger proposal;

the asset sale has been completed;

the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act, which we refer to as the HSR
Act , has expired or been terminated; and

no government order preventing the merger is in effect and no law has been enacted prohibiting the merger.
The obligations of First Eagle to complete the merger are subject to the satisfaction (or waiver by First Eagle) of
additional conditions, including:

NewsStar s representations and warranties are true and correct (subject to certain qualifications as further
described in the section entitled The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Conditions to Closing beginning on page [ ] of this proxy statement);

NewStar has complied in all material respects with its covenants;

there has not been a material adverse effect (as further described in the section entitled The Merger
Agreement and the Asset Purchase Agreement Merger Agreement Representations and Warranties beginning
on page [ ] of this proxy statement); and

NewsStar has obtained client consents such that, as of the closing, the aggregate run rate revenue of such
consenting clients (generally equal to assets under management multiplied by annualized management fees)
is at least ninety percent (90%) of the run rate revenue of all clients as of October 12, 2017.
The obligations of NewStar to complete the merger are subject to the satisfaction (or waiver by NewStar) of additional
conditions, including:
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First Eagle s representations and warranties are true and correct (subject to certain qualifications as further
described in the section entitled The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Conditions to Closing beginning on page [ ] of this proxy statement); and

First Eagle has materially complied with its covenants.
Asset Purchase Agreement

The obligations of NewStar and the Asset Buyer to complete the asset sale are subject to the satisfaction of the
following conditions:

NewStar s stockholders have approved the asset sale proposal;

all closing conditions to the merger have been satisfied, and First Eagle has committed to NewStar and the
Asset Buyer (and NewStar has committed to the Asset Buyer) that the merger will occur immediately after
the closing of the asset sale;
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the waiting period under the HSR Act has expired or been terminated; and

no government order preventing the asset sale is in effect and no law has been enacted which prohibits the
asset sale.
The obligations of the Asset Buyer to complete the asset sale are subject to the satisfaction (or waiver by the Asset
Buyer) of the following additional conditions, among others:

the representations and warranties of NewStar are true and correct (subject to certain qualifications as further
described in the section entitled The Merger Agreement and the Asset Purchase Agreement Asset Purchase
Agreement Conditions to Closing beginning on page [ ] of this proxy statement);

NewStar has complied in all material respects with its covenants;

all conditions precedent to the closing under the merger agreement have been satisfied and the Asset Buyer
has received the irrevocable, unconditional commitment of NewStar, First Eagle and Merger Sub that the
merger will occur immediately following the closing under the asset purchase agreement; and

NewsStar has delivered certain assignment and transfer documents and instruments.
The obligations of NewStar to complete the asset sale are subject to the satisfaction (or waiver by NewStar) of the
following additional conditions, among others:

the Asset Buyer s representations and warranties are true and correct (subject to certain qualifications as
further described in the section entitled The Merger Agreement and the Asset Purchase Agreement Asset
Purchase Agreement Conditions to Closing beginning on page [ ] of this proxy statement);

the Asset Buyer has materially complied with its covenants; and

the Asset Buyer has delivered certain assignment and transfer documents and instruments.
Go-Shop and No Solicitation (page [ 1)

During the period from October 16, 2017 and continuing until 12:01 a.m. (New York time) on November 16, 2017,

which we refer to as the no-shop period start date , NewStar had the right to, among other things, solicit proposals or
offers that constitute, or could reasonably be expected to lead to, an acquisition proposal (as further described in The
Merger Agreement and the Asset Purchase Agreement Merger Agreement Go-Shop; No Solicitation beginning on page
[ ] of this proxy statement) for at least 20% of the shares or assets of NewStar and engage in discussions or

negotiations with any person with respect to such proposals or offers, so long as such person is subject to an

acceptable confidentiality agreement. As described further in Special Factors Background of the Transactions

beginning on page [ ] of this proxy statement, during the go-shop process NewStar, with the assistance of Credit Suisse
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and Houlihan Lokey, contacted 53 parties to solicit alternative transaction proposals and seven other parties made
unsolicited inquiries. NewStar entered into confidentiality agreements with 22 of those parties. NewStar did not
receive any acquisition proposals during the go-shop period.

Beginning on the no-shop period start date, NewStar may not solicit any proposals or offers that constitute, or could
reasonably be expected to lead to, an acquisition proposal or engage in any negotiations or discussions concerning any
such proposals or offers.
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However, NewStar may engage in negotiations or discussions following the no-shop period start date and prior to the
approval of the merger proposal and the asset sale proposal by the NewStar stockholders with any person that
provides NewStar:

a written acquisition proposal prior to the no-shop period start date, which proposal the board has determined
in good faith is or would reasonably be expected to lead to a superior proposal (as further described in The
Merger Agreement and the Asset Purchase Agreement Merger Agreement Go-Shop; No Solicitation
beginning on page [ ] of this proxy statement); or

a bona fide written acquisition proposal that was not solicited by NewStar in breach of the non-solicitation
provisions, whether before or after the no-shop period start date, if the board has determined in good faith
(i) that such acquisition proposal constitutes or would reasonably be expected to lead to a superior proposal
and (ii) that the failure to do so would reasonably be expected to be inconsistent with its fiduciary duties
under applicable law.

Termination for a Superior Proposal (page [ ])

Prior to the approval of the merger proposal and the asset sale proposal by the NewStar stockholders, NewStar is
permitted to terminate the merger agreement and the asset purchase agreement in order to enter into a definitive
agreement to effect a superior proposal provided certain conditions are satisfied. Prior to such termination NewStar
must notify First Eagle and the Asset Buyer of such superior proposal and provide them the right to negotiate with
NewsStar for five business days (or an additional three business days upon any amendment to such proposal) to make
adjustments to the terms of the merger agreement and the asset purchase agreement so that such proposal would cease
to be a superior proposal.

NewStar will be obligated to pay, in the aggregate, a $10 million termination fee ($7 million to the Asset

Buyer and $3 million to First Eagle), which we refer to as the go shop termination fee , if NewStar terminates
the merger agreement and the asset purchase agreement to enter into a definitive agreement to effect a

superior proposal with an excluded party (as further described in The Merger Agreement and the Asset
Purchase Agreement Merger Agreement Go-Shop; No Solicitation beginning on page [ ] of this proxy
statement)..

The go shop termination fee is only payable if First Eagle and the Asset Buyer are notified by NewStar
of its intention to accept such superior proposal no later than fourteen days after the no-shop period
start date.

NewStar will be obligated to pay, in the aggregate, a $15 million termination fee ($10.5 million to the Asset
Buyer and $4.5 million to First Eagle) if:

NewsStar terminates the merger agreement and the asset purchase agreement to enter into a definitive
agreement to effect a superior proposal and the go shop termination fee is not payable; or
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the Asset Buyer and First Eagle terminate the merger agreement and asset purchase agreement,
respectively, as a result of NewStar having materially breached the non-solicitation provisions of such
agreements or the board having changed its recommendation with respect to the transactions
contemplated by the merger agreement and the asset purchase agreement.

Other Termination Rights (page[ 1)

The merger agreement and the asset purchase agreement can also each be terminated, subject to certain exception, in
the following circumstances:

if the closing has not occurred by April 16, 2018, which we refer to as the end date ;

10
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if there is a final non-appealable court order or other governmental action permanently prohibiting the
closing;

if a party has materially breached its representations, warranties or covenants (and such breach is either not
cured within 20 business days or is not capable of being cured) and, as a result, the non-breaching party is
not obligated to close such agreement;

if stockholder approval of the merger proposal or the asset sale proposal has not been obtained at the special
meeting;

if the merger agreement is terminated, then the asset purchase agreement can be terminated; or

if the asset purchase agreement is terminated, then the merger agreement can be terminated.
NewsStar is also entitled to terminate the asset purchase agreement if the Asset Buyer fails to close the asset sale
within three business days after the date the Asset Buyer is required to close under the asset purchase agreement, as
described in further detail in The Merger Agreement and the Asset Purchase Agreement Asset Purchase
Agreement Termination .

Buyer Termination Fee (page[ ])

In the event NewStar terminates the asset purchase agreement as a result of the failure of the Asset Buyer to close
when required or as a result of a material breach by the Asset Buyer of the asset purchase agreement, the Asset Buyer
will be obligated to pay to NewStar a termination fee of $25 million, which we refer to as the buyer termination fee .

Following the date of the asset purchase agreement, the general partner of the GSO Fund (and any feeder funds
thereof) called $30 million of capital from the limited partners thereof and, upon receipt of such capital, deposited
such amount with a third party bank subject to the terms of a control agreement as further described below.

The GSO Fund has provided a limited guarantee of the Asset Buyer s obligation to pay the buyer termination fee and
therefore, if the buyer termination fee is due, such funds will be used to pay the buyer termination fee. Such funds
may also be used to pay the costs and expenses incurred by NewStar in connection with assisting the Asset Buyer in
its efforts to obtain the required financing under the asset purchase agreement. The GSO Fund and NewStar entered
into a control agreement with such bank under which funds cannot be disbursed from the account without joint
instruction from NewStar and the GSO Fund.

In the event the $30 million is withdrawn from the designated account subject to the control agreement in violation of
the asset purchase agreement, NewStar will have the right to terminate the asset purchase agreement and in such a
circumstance the Asset Buyer will be obligated to pay NewStar the buyer termination fee (and the GSO Fund, as
described above, has guaranteed payment of such fee). The general partner of the GSO Fund (and any feeder funds
thereof) has assigned to NewStar the right to call capital from its limited partners in such a circumstance in an amount
sufficient to pay such fee and related expenses.

Financing (page [ ])
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First Eagle s obligations under the merger agreement are not subject to any financing condition. First Eagle will use the
proceeds from the asset sale, and other cash available to NewStar at closing, to pay a portion of the upfront merger
consideration, with any remaining amount required to make such payments to be funded by First Eagle with its
available cash on hand or borrowings under its existing credit facilities.
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In addition, while the Asset Buyer s obligations under the asset purchase agreement are not subject to any financing
condition, concurrently with the signing of the asset purchase agreement:

a wholly owned subsidiary of the Asset Buyer entered into a debt commitment letter with Wells Fargo Bank,
N.A., which we refer to as Wells Fargo , providing for acquisition financing under a secured revolving credit
facility of up to $1.6 billion and a debt commitment letter with CDPQ Fixed Income V Inc., which we refer
toas CDPQ , an affiliate of Caisse de depot et placement du Quebec, providing for acquisition financing of a
term loan of at least $225 million, such commitment letters, which we refer to as the debt commitment

letters , and such debt financings, which we refer to as the debt facility ; and

the Asset Buyer entered into an equity commitment letter, which we refer to as the equity commitment letter ,
with the GSO Fund, a newly-created investment fund managed by GSO, providing for equity financing of up
to $850 million.
The GSO Fund was formed for the purpose of the asset sale and it has obtained commitments from its limited partners
of $850 million for the closing of the asset sale to pay the purchase price. The general partner of the GSO Fund has
assigned to NewStar the right, under certain circumstances, to issue capital contribution notices to the limited partners
of the GSO Fund (and of any feeder fund thereof) and to seek to cause such limited partners to contribute capital to
the GSO Fund (and any feeder fund thereof) in accordance with the terms of the limited partnership agreement of the
GSO Fund (and any feeder fund thereof).

The funding of the debt financing is subject to the satisfaction of the conditions set forth in the debt commitment
letters and the funding of the equity financing (and right of NewStar to issue capital contribution notices to the limited
partners of the GSO Fund (and of any feeder fund thereof)) is subject to the conditions set forth in the equity
commitment letter and assignment agreement, respectively, each as further described in Special Factors Financing of
the Transactions beginning on page [ ] of this proxy statement.

When the Merger Becomes Effective (page [ ])

We anticipate completing the merger and the asset sale by the first quarter of 2018, subject to the satisfaction of the
closing conditions as described in the section entitled The Merger Agreement and the Asset Purchase

Agreement Merger Agreement Conditions to Completion of the Merger beginning on page [ ] of this proxy statement
and the section entitled The Merger Agreement and the Asset Purchase Agreement Asset Purchase

Agreement Conditions to Completion of the Asset Sale beginning on page [ ] of this proxy statement.

Recommendation of NewStar s Board of Directors (page [ ])

Our board has, by the unanimous vote of all directors voting:

determined that the merger agreement and the asset purchase agreement and the transactions contemplated
by such agreements are advisable and in the best interests of NewStar and its stockholders;
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determined that the transactions contemplated by the merger agreement and the asset purchase agreement are
fair to NewStar s unaffiliated securityholders;

adopted resolutions approving the merger agreement and the asset purchase agreement and the transactions
contemplated by such agreements and declared the advisability of the merger agreement and the asset
purchase agreement and the transactions contemplated by such agreements; and

resolved to recommend that the stockholders of NewStar adopt the merger agreement on the terms and
subject to the conditions set forth in the merger agreement and approve the transactions contemplated

12
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by the asset purchase agreement on the terms and subject to the conditions set forth in the asset purchase

agreement and directed that such matters be submitted to NewStar s stockholders at the special meeting for

their approval.
The board, by the unanimous vote of all directors voting, recommends that the stockholders of NewStar vote  FOR the
merger proposal, FOR the asset sale proposal, FOR the compensation proposal and FOR the adjournment proposal.

For a description of the reasons considered by the board in deciding to recommend approval of the merger proposal
and the asset sale proposal, see Special Factors Recommendation of the NewStar Board and Its Reasons for the
Transactions; Fairness of the Transactions beginning on page [ ] of this proxy statement.

Opinions of NewStar s Financial Advisors (page[ ])
Opinion of Credit Suisse Securities (USA) LLC

NewsStar has engaged Credit Suisse Securities (USA) LLC, which we refer to as Credit Suisse , to act as a financial
advisor to NewStar in connection with the proposed transaction. In connection with this engagement, Credit Suisse
delivered an opinion, dated October 16, 2017, to the board as to the fairness, from a financial point of view and as of
the date of such opinion, of the merger consideration to be received by holders of NewStar common stock (other than
excluded holders (as defined below) and their respective affiliates) pursuant to the merger agreement. For purposes of
Credit Suisse s analyses and opinion, the term (i) transaction refers to, collectively, the merger and the asset sale and
(i) excluded holders refers to, collectively, certain investors in First Eagle Investment Management, LLC, including
Corsair, Arnhold and S. Bleichroeder Holdings Inc., which we refer to as Bleichroeder , and Blackstone, First Eagle
Investment Management, LLC, First Eagle, FE Holdco and their respective investors, and certain other parties
involved in the transaction and related transactions, and/or certain of their respective affiliates, portfolio companies,
sub-advisors, managers and/or managed or related entities, including GSO Capital Partners LP and FS Investment
Corporation. The full text of Credit Suisse s written opinion, dated October 16, 2017, is attached to this proxy
statement as Annex C and sets forth, among other things, the assumptions made, procedures followed, matters
considered and limitations and qualifications on the review undertaken by Credit Suisse in connection with such
opinion. The description of Credit Suisse s opinion set forth in this proxy statement is qualified in its entirety by
reference to the full text of Credit Suisse s opinion. Credit Suisse s opinion was provided to the board (in its
capacity as such) for its information in connection with its evaluation of the merger consideration from a
financial point of view and did not address the asset sale or any other terms, aspects or implications of the
proposed merger, the relative merits of the transaction or related transactions as compared to alternative
transactions or strategies that might be available to NewStar or the underlying business decision of the board

or NewStar to proceed with the transaction or related transactions. Credit Suisse s opinion does not constitute
advice or a recommendation to any stockholder as to how such stockholder should vote or act on any matter
relating to the proposed transaction or otherwise.

Opinion of Houlihan Lokey Capital, Inc.

On October 16, 2017, Houlihan Lokey Capital, Inc., which we refer to as Houlihan Lokey , orally rendered its opinion
to the board (which was subsequently confirmed in writing by delivery of Houlihan Lokey s written opinion addressed
to the board dated October 16, 2017), as to, as of October 16, 2017, the fairness, from a financial point of view, to the
holders of common stock other than the excluded holders (as defined below) of the merger consideration to be
received by such holders (other than the excluded holders) pursuant to the merger agreement in connection with the
transaction. For purposes of the summaries of Houlihan Lokey s analyses and opinion in this proxy statement, we refer
to the term excluded holders as Corsair, GSO, Blackstone and their respective affiliates, and we refer to the term
transaction as the merger and the asset sale as a single, unitary transaction.
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Houlihan Lokey s opinion was directed to the board (in its capacity as such) and only addressed the fairness,
from a financial point of view, to the holders of common stock of the merger consideration to be received by
such holders pursuant to the merger agreement in connection with the transaction and did not address any
other aspect or implication of the transaction or any portion or aspect of the transaction, any related
transaction or any other agreement, arrangement or understanding entered into in connection therewith or
otherwise. The summary of Houlihan Lokey s opinion in this proxy statement is qualified in its entirety by
reference to the full text of its written opinion, which is attached as Annex D to this proxy statement and
describes the procedures followed, assumptions made, qualifications and limitations on the review undertaken
and other matters considered by Houlihan Lokey in connection with the preparation of its opinion. However,
neither Houlihan Lokey s opinion nor the summary of its opinion and the related analyses set forth in this proxy
statement are intended to be, and do not constitute, advice or a recommendation to the board, any security
holder of NewStar or any other person as to how to act or vote with respect to any matter relating to the
transaction or any portion or aspect of the transaction or otherwise.

Treatment of Employee Stock Options and Restricted Stock (page [ ])

Under the merger agreement, outstanding equity-based awards issued by NewStar will be treated at the effective time
of the merger as follows:

Stock Options. At the effective time of the merger, each option granted by NewStar to purchase shares of NewStar
common stock under its 2006 Incentive Plan, whether or not vested, which is outstanding and unexercised
immediately prior to the effective time, will be cancelled, and in consideration for such cancelled option, the holder
thereof will be entitled to receive (less applicable withholding taxes) (a) a cash payment equal to the product of (i) the
excess, if any, of the upfront per share consideration over the exercise price per share of common stock subject to such
option multiplied by (ii) the total number of shares of common stock subject to such option and (b) one contingent
value right for each share of common stock subject to such option.

Restricted Stock. At the effective time of the merger, each share of common stock that is subject to vesting (whether
time-based, performance-based or otherwise), which we refer to as restricted stock , will be cancelled, and the holder
thereof will be entitled to receive in consideration for each such cancelled share (less applicable withholding taxes) (i)
a cash payment equal to the upfront per share consideration and (ii) one contingent value right.

Treatment of Warrants (page [ ])

At the effective time of the merger, each outstanding NewStar warrant to purchase shares of common stock will
become exercisable solely for the merger consideration in accordance with the terms of such warrant and continue to
have, and be subject to, the same terms and conditions as set forth in the applicable warrant in effect immediately
prior to the merger.

Interests of NewStar s Directors and Executive Officers in the Transactions (page [ ])

In considering the recommendation of the board that you vote FOR the proposals to be considered and voted on at the
special meeting, you should be aware that some of our directors and executive officers have interests that may be
different from, or in addition to, the interests of our stockholders generally. The board was aware of these interests and
considered them, among other matters, in reaching its decision to approve the merger agreement and asset purchase
agreement and recommend that our stockholders approve the merger proposal and the asset sale proposal.
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Material U.S. Federal Income Tax Consequences of the Merger (page [ ])

The receipt of cash and contingent value rights by U.S. holders of shares of common stock will be a taxable

transaction for U.S. federal income tax purposes. The amount of gain or loss a holder recognizes, and the timing and
potentially the character of a portion of such gain or loss, depends in part on the U.S. federal income tax treatment of
the contingent value rights with respect to which there is substantial uncertainty. For a more complete description of

the U.S. federal income tax consequences of the merger, see the section entitled Special Factors Material U.S. Federal
Income Tax Consequences of the Merger beginning on page [ ] of this proxy statement. You should consult your own
tax advisor about the tax consequences (including the application and effect of any state, local or foreign income and
other tax laws) to you of the merger in light of your particular circumstances.

Regulatory Approvals (page[ 1)

Under the HSR Act and related rules, certain transactions, including the merger, may not be completed until
notifications have been given and information furnished to the Antitrust Division of the United States Department of
Justice and the Federal Trade Commission and all statutory waiting period requirements have been satisfied or early
termination has been granted by the applicable agencies. On October 30, 2017, BCP CC Holdings, L.P., which is the

ultimate parent entity of First Eagle under the HSR Act and rules thereunder, NewStar and the Asset Buyer filed their
respective Notification and Report Forms with the Antitrust Division and the FTC, and the Antitrust Division and the
FTC granted early termination of the applicable waiting period on November 21, 2017.

Rights of Appraisal (page [ ])

Under Delaware law, holders of shares of our common stock who do not vote in favor of the adoption of the merger
agreement, who properly demand appraisal of their shares of common stock and who otherwise comply with all the
requirements of Section 262 of the General Corporation Law of the State of Delaware, which we refer to as the

DGCL , will be entitled to seek appraisal of, and obtain payment in cash for the judicially determined fair value of,
their shares of common stock in lieu of receiving the merger consideration if the merger is completed. This value
could be more than, the same as, or less than the merger consideration.

Any holder of shares of common stock intending to exercise appraisal rights, among other things, must submit a
written demand for appraisal to us prior to the vote on the merger proposal, must not vote in favor of the merger
proposal and must otherwise strictly comply with all of the procedures required by Delaware law. The relevant
provisions of the DGCL are included as Annex E to this proxy statement. You are encouraged to read these
provisions carefully and in their entirety. If you hold your shares of common stock through a bank, brokerage firm or
other nominee and you wish to exercise appraisal rights, you should consult with your bank, brokerage firm or other
nominee to determine the appropriate procedures for the making of a demand for appraisal by such bank, brokerage
firm or nominee. Moreover, due to the complexity of the procedures for exercising the right to seek appraisal,
stockholders who are considering exercising such rights are encouraged to seek the advice of legal counsel. Failure to
strictly comply with these provisions may result in the loss of the right of appraisal.
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QUESTIONS AND ANSWERS ABOUT
THE SPECIAL MEETING AND THE TRANSACTIONS

The following questions and answers address briefly some questions you may have regarding the special meeting.
These questions and answers may not address all questions that may be important to you as a stockholder of NewStar.
Please refer to the more detailed information contained elsewhere in this proxy statement, the annexes to this proxy
statement and the documents referred to or incorporated by reference in this proxy statement, as well as any
amendments thereto or other related documents filed with the SEC.

Q: Why am I receiving this proxy statement?

A: On October 16, 2017, NewStar entered into the merger agreement with First Eagle and the asset purchase
agreement with the Asset Buyer. You are receiving this proxy statement in connection with the solicitation of
proxies by the board in favor of the proposal to adopt the merger agreement and approve the transactions
contemplated by the asset purchase agreement, along with the other matters to be voted on at the special meeting.

Q: Whatis a quorum?

A: A quorum will be present if holders of a majority of the shares of common stock outstanding on the record date
are present in person or represented by proxy at the special meeting. If a quorum is not present at the special
meeting, the special meeting may be adjourned or postponed from time to time until a quorum is obtained.

If you hold the shares of common stock in your own name and submit a proxy but fail to provide voting instructions

or abstain on any of the proposals listed on the proxy card, your shares will be counted for purpose of determining

whether a quorum is present at the special meeting.

If your shares are held in street name by your broker, bank or other nominee and you do not tell the nominee how to
vote your shares, these shares will not be counted for purposes of determining whether a quorum is present for the
transaction of business at the special meeting.

Q: How does the board recommend that I vote?

A: The board, by the unanimous vote of all directors voting, recommends that our stockholders vote: FOR the
merger proposal, FOR the asset sale proposal, FOR the compensation proposal and FOR the adjournment
proposal.

Q: What effects will the transactions have on NewStar?
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A: Shares of our common stock are currently registered under the Securities Exchange Act of 1934, which we refer
to as the Exchange Act , and are listed on NASDAQ under the symbol NEWS . As a result of the merger, NewStar
will cease to be a publicly traded company and will be wholly owned by First Eagle.

Following the consummation of the merger, the registration of shares of our common stock and our reporting

obligations under the Exchange Act will be terminated. In addition, upon the consummation of the merger, shares of

our common stock will no longer be listed on any stock exchange or quotation system, including NASDAQ.

Q: Is the merger expected to be taxable to owners of our common stock?

A: In general, your receipt of the cash and contingent value rights in exchange for each of your shares of common
stock pursuant to the merger will be a taxable transaction for U.S. federal income tax purposes and
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may be a taxable transaction under state, local or non-U.S. income or other tax laws. The amount of gain or loss
you recognize, and the timing of such gain or loss, depends in part on the U.S. federal income tax treatment of the
contingent value rights, with respect to which there is substantial uncertainty. Your gain or loss will also be
determined by the tax basis in your shares of common stock. You should read Material U.S. Federal Income Tax
Consequences of the Merger beginning on page [ ] of this proxy statement for a discussion of the U.S. federal
income tax consequences of the merger. You should also consult your tax advisor on the tax consequences of the
merger in light of your particular circumstances.

Q: What will happen if stockholders do not approve the advisory proposal on executive compensation payable
to NewStar s named executive officers in connection with the merger?

A: The approval of this proposal is not a condition to the completion of the transaction. The SEC rules require
NewsStar to seek approval on a non-binding, advisory basis of certain payments that will or may be made to
NewStar s named executive officers in connection with the merger. The vote on this proposal is an advisory vote
and will not be binding on NewStar or First Eagle. If both the merger proposal and asset sale proposal are
approved by our stockholders and the merger is completed, the merger-related compensation may be paid to
NewStar s named executive officers even if stockholders fail to approve this proposal.

Q: What do I need to do now? How do I vote my shares of common stock?

A: We urge you to read this proxy statement carefully, including its annexes and the documents referred to as
incorporated by reference in this proxy statement, and to consider how the transactions affect you. Your vote is
important. If you are a stockholder of record, you can ensure that your shares are voted at the special meeting by
submitting your proxy via:

mail, using the enclosed postage-paid envelope;

telephone, by calling toll-free 1-800-PROXIES (1-800-776-9437) in the United States or 1-718-921-8500
from foreign countries and following the recorded instructions; or

the Internet, by accessing the website www.voteproxy.com and following the instructions on the website.
If you intend to submit your proxy by telephone or over the Internet, you must do so by 11:59 p.m. Eastern Standard
Time on the day before the special meeting. If you intend to submit your proxy by mail, your completed proxy card
must be received prior to the special meeting.

If you hold your shares in street name through a broker, bank or other nominee you should follow the directions
provided by your broker, bank or other nominee regarding how to instruct your broker, bank or other nominee to vote
your shares. Without those instructions, your shares will not be voted, which will have the same effect as voting
AGAINST the merger proposal and AGAINST the asset sale proposal. Even if you plan to attend the special
meeting, to ensure that your shares of common stock are voted, please submit a proxy to vote your shares of common
stock by marking, signing, dating and returning the enclosed proxy card or by using the telephone number printed on
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your proxy card or by using the Internet voting instructions printed on your proxy card.

Q: Can I revoke my proxy?

A: Yes. You can revoke your proxy at any time before the vote is taken at the special meeting. If you are a
stockholder of record, you may revoke your proxy by:

delivering to NewStar s Corporate Secretary in writing at NewStar Financial, Inc., Attn: Corporate Secretary,
500 Boylston Street, Suite 1250, Boston, Massachusetts 02116, a signed written notice of revocation bearing
a date later than the date of the proxy, stating that the proxy is revoked and that is received by NewStar s
Corporate Secretary prior to the special meeting;

17
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attending the special meeting and voting in person (your attendance at the meeting will not, by itself, revoke
your proxy; you must also vote in person at the special meeting);

signing and delivering a new proxy relating to the same shares of common stock and bearing a later date and
that is received prior to the special meeting; or

submitting a new proxy by telephone or over the Internet by 11:59 P.M. Eastern Standard Time on the day
before the special meeting.
Please note that if you hold your shares of common stock in street name and you have instructed a broker, bank or
other nominee to vote your shares, the above-described options for revoking your voting instructions do not apply, and
instead you must follow the instructions received from your broker, bank or other nominee to revoke your voting
1nstructions.

Q: What happens if I do not vote?

A: The vote to approve each of the merger proposal and the asset sale proposal is based on the total number of shares
of common stock outstanding on the record date, not just the shares of common stock that are voted. If you do not
vote, it will have the same effect as a vote AGAINST the proposal to approve the asset sale and adopt the merger
agreement.

The vote to approve each of the compensation proposal and the adjournment proposal is based on the total number of

shares of common stock present, in person or by proxy, at the special meeting. Therefore, if you do not vote, and

assuming a quorum is present for the special meeting, your failure to vote will have no effect on the compensation
proposal or the adjournment proposal.

Q: What does it mean if I get more than one proxy card or voting instruction card?

A: If your shares of common stock are registered differently or are held in more than one account, you will receive
more than one proxy card or voting instruction card. Please complete and return all of the proxy cards or voting
instruction cards you receive (or submit each of your proxies by telephone or the Internet, if available to you) to
ensure that all of your shares are voted.

Q: Will my shares of common stock held in street name or another form of record ownership be combined for
voting purposes with shares I hold of record?

A: No. Because any shares you may hold in street name will be deemed to be held by a different stockholder than
any shares you hold of record, any shares of common stock so held will not be combined for voting purposes with
shares you hold of record and you will need to submit separate proxy cards or voting instruction cards for each.
Similarly, if you own shares in various registered forms, such as jointly with your spouse, as trustee of a trust or
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as custodian for a minor, you will receive, and will need to sign and return, a separate proxy card for those shares
of common stock because they are held in a different form of record ownership. Shares of common stock held by
a corporation or business entity must be voted by an authorized officer of the entity. Shares of common stock
held in an individual retirement account must be voted under the rules governing the account.

Q: What happens if I sell my shares of common stock before completion of the merger?

A: If you transfer your shares of common stock, you will have transferred your right to receive the merger
consideration in the merger. In order to receive the merger consideration, you must hold your shares of common
stock immediately prior to the consummation of the merger.

The record date for stockholders entitled to vote at the special meeting is earlier than the date on which the merger

will be consummated. So, if you transfer your shares of common stock after the record date but before the special

meeting, you will have transferred your right to receive the merger consideration in the merger, but retained the right
to vote at the special meeting.
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Q: Should I send in my stock certificates or other evidence of ownership now?

A: No, do not send in your certificates now. After the merger is completed, if you hold shares of common stock
represented by certificates, you will receive a letter of transmittal from the paying agent for the merger with
detailed written instructions for exchanging your shares of common stock for the merger consideration and if you
hold book-entry shares you will receive a check or wire transfer for the merger consideration with respect to such
shares. If your shares of common stock are held in street name by your broker, bank or other nominee, you may
receive instructions from your broker, bank or other nominee as to what action, if any, you need to take to effect
the surrender of your street name shares in exchange for the merger consideration.

Q: Ido not know where my stock certificate is how will I get the merger consideration for my shares?

A: If the merger is completed, the transmittal materials you will receive after the completion of the merger will
include the procedures that you must follow if you cannot locate your stock certificate. This will include an
affidavit that you will need to sign attesting to the loss of your stock certificate. You may also be required to
provide a customary indemnity agreement in order to cover any potential loss.

Q: What is householding and how does it affect me?

A: The SEC permits companies to send a single set of proxy materials to any household at which two or more
stockholders reside, unless contrary instructions have been received, but only if the applicable stockholder
provides advance notice and follows certain procedures. In such cases, each stockholder continues to receive a
separate notice of the meeting and proxy card. Certain brokerage firms may have instituted householding for
beneficial owners of common stock held through brokerage firms. If your family has multiple accounts holding
common stock, you may have already received householding notification from your broker. Please contact your
broker directly if you have any questions or require additional copies of this proxy statement. The broker will
arrange for delivery of a separate copy of this proxy statement promptly upon your written or oral request. You
may decide at any time to revoke your decision to household, and thereby receive multiple copies.

Q: Who can help answer my other questions?

A: If you have more questions about the transactions, or require assistance in submitting your proxy or voting your
shares of common stock or need additional copies of the proxy statement or the enclosed proxy card, please
contact Georgeson LLC, which we refer to as Georgeson , which is acting as the proxy solicitation agent for
NewStar in connection with the transactions.

If your broker, bank or other nominee holds your shares of common stock in street name , you should also call your

broker, bank or other nominee for additional information.

Georgeson, NewStar s proxy solicitor, may be contacted at: (866) 695-6078.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents incorporated by reference in this proxy statement, include forward-looking
statements , which are identified by the use of the words believe , expect , may , could , should , plan , project
intend , estimate , will , contemplate , would and similar expressions that contemplate future events. Such
forward-looking statements are based on management s reasonable current assumptions and expectations, including the
expected completion and timing of the transactions and other information relating to the transactions. You should be
aware that forward-looking statements involve a number of assumptions, risks and uncertainties that could cause the
actual results to differ materially from such forward-looking statements. Although we believe that the expectations
reflected in these forward-looking statements are reasonable, we cannot assure you that the actual results or
developments we anticipate will be realized, or even if realized, that they will have the expected effects on the
business or operations of NewStar. These forward-looking statements speak only as of the date on which the
statements were made and we undertake no obligation to update or revise any forward-looking statements made in this
proxy statement or elsewhere as a result of new information, future events or otherwise, except as required by law. In
addition to other factors and matters contained in or incorporated by reference in this document, we believe the
following factors could cause actual results to differ materially from those discussed in the forward-looking
statements:

failure to obtain the required vote of NewStar s stockholders;

the timing to consummate the transactions;

the risk that a condition to the closing of either the merger or the asset sale may not be satisfied or that the
closing of the transactions might otherwise not occur;

the risk that a regulatory approval that may be required for the asset sale or the merger is not obtained or is
obtained subject to conditions that are not anticipated;

the occurrence of any event, change or other circumstance that could give rise to the termination of the
transaction agreements;

the failure of the Asset Buyer to obtain the necessary financing;

the outcome of any legal proceedings that have been or may be instituted against NewStar and others
relating to the transaction agreements;

the failure to obtain any income tax refund on which the value of the contingent value rights are based, due
to a change in law or otherwise;
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the diversion of management time on transaction-related issues;

risk that the transactions and their announcement could have an adverse effect on NewStar s stock price, on
its ability to retain customers and retain and hire key personnel; and

other risk factors as detailed from time to time in NewStar s reports filed with the SEC, including NewStar s
annual report on Form 10-K, periodic quarterly reports on Form 10-Q, periodic current reports on Form 8-K
and other documents filed with the SEC. The foregoing list of important factors is not exclusive. See Where
You Can Find Additional Information beginning on page [ ] of this proxy statement.
Many of the factors that will determine our future results are beyond our ability to control or predict. In light of the
significant uncertainties inherent in the forward-looking statements contained herein, readers of this proxy statement
should not place undue reliance on forward-looking statements, which reflect management s views only as of the date
hereof. We cannot guarantee any future results, levels of activity, performance or achievements.
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THE PARTIES TO THE TRANSACTIONS
NewsStar Financial, Inc.

NewsStar is a Delaware corporation with principal executive offices located at 500 Boylston Street, Suite 1250,
Boston, Massachusetts 02116. NewStar is a commercial finance company engaged in direct lending activities and
asset management. NewStar s common stock is listed on NASDAQ under the symbol NEWS .

Additional information about NewStar is contained in our public filings with the SEC that are incorporated by
reference herein. See Where You Can Find Additional Information beginning on page [ ] of this proxy statement.

First Eagle Holdings, Inc., FE Holdco, LLC and FE Merger Sub, Inc.

First Eagle is a Delaware corporation and an affiliate of First Eagle Investment Management, LLC, which is an
independent, privately-owned investment management firm headquartered in New York with approximately US

$116 billion in assets under management (as of September 30, 2017). An entity jointly owned by funds advised by
Blackstone (which is listed on the New York Stock Exchange under the symbol BX ) and Corsair is the majority owner
of First Eagle. For more information about First Eagle, Corsair and Blackstone see Additional Information Regarding
First Eagle and Corsair beginning on page [ ] of this proxy statement.

FE Holdco is a Delaware limited liability company and a wholly owned subsidiary of First Eagle.

Merger Sub is a Delaware corporation and a wholly owned subsidiary of FE Holdco. Merger Sub was formed solely
for the purpose of entering into the merger agreement and consummating the transactions contemplated by the merger
agreement and has not engaged in any business except for activities incidental to its formation and as contemplated by
the merger agreement.

The principal executive offices of each of First Eagle, FE Holdco and Merger Sub are located at 1345 Avenue of the
Americas, New York, NY 10105.

GSO Diamond Portfolio Holdco LL.C

The Asset Buyer is a Delaware limited liability company. The Asset Buyer is a wholly owned subsidiary of the GSO
Fund, a newly formed investment fund advised by GSO. GSO is the global credit investment platform of Blackstone.
The partners in the GSO Fund, who will provide the equity capital to fund a portion of the asset purchase price,
consist of various institutional investors and family offices, as well as certain affiliates of GSO.

The Asset Buyer was formed for the purpose of entering into the asset purchase agreement and consummating the
transactions contemplated by the asset purchase agreement and has not engaged in any business except for activities
incidental to its formation and as contemplated by the asset purchase agreement. The principal executive offices of the
Asset Buyer are located at 345 Park Avenue, New York, NY 10154.

Certain Relationships Among the Parties
An entity jointly owned by investment funds advised by Blackstone and Corsair is the majority owner of First Eagle
Investment Management, LLC. GSO, which sponsored and acts as investment advisor to the GSO Fund, is a division

of Blackstone. GSO also acts as sub-advisor to certain Franklin Square investment funds, which funds collectively
own $300 million principal amount of NewStar subordinated notes and warrants which are currently exercisable for
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approximately 4.9% of our common stock (but could be exercisable for up to approximately 22.4% upon exercise by
the holders of certain advance notice provisions in the warrants). As of the date of this proxy statement, the exercise
price for the warrants is $12.62 per share. Since such investment, NewStar
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collaborated with GSO and certain of its affiliates on various strategic initiatives, including providing funding for
NewsStar asset-based and leveraged finance transactions and providing anchor investments in new credit funds
sponsored by NewStar.

Other investment funds advised by Corsair beneficially own 4,263,075 shares of our common stock, representing
approximately 10.3% of the outstanding shares. In addition, Mr. Richard E. Thornburgh, an officer of Corsair, is also
a director of NewStar (although he did not participate in any board deliberations relating to the merger or the asset
sale).

Our board was aware of these relationships and took them into account in considering whether to approve the merger
agreement and the asset purchase agreement. See Special Factors Background of the Transactions beginning on page [ ]
of this proxy statement, Special Factors Recommendation of the NewStar Board and Its Reasons for the Transactions;
Fairness of the Transactions beginning on page [ ] of this proxy statement and Special Factors Interests of NewStar s
Directors and Executive Officers in the Transactions beginning on page [ ] of this proxy statement.
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THE SPECIAL MEETING

We are furnishing this proxy statement to NewStar s stockholders as part of the solicitation of proxies by the board for
use at the special meeting and at any adjournment or postponement thereof.

Date, Time and Place of the Special Meeting

This proxy statement is being furnished to our stockholders as part of the solicitation of proxies by the board for use at
the special meeting to be held at the offices of Locke Lord LLP, 111 Huntington Avenue, Boston, Massachusetts, on
December [ ], 2017, at 10 a.m. local time, or at any adjournment or postponement thereof.

Purpose of the Special Meeting

At the special meeting, our stockholders will be asked to consider and vote on the following matters.

the merger proposal;

the asset sale proposal;

the compensation proposal; and

the adjournment proposal.
Our stockholders must approve both the merger proposal and the asset sale proposal in order for the transaction to
occur. If our stockholders fail to approve the merger proposal or the asset sale proposal, then neither the merger nor
the asset sale will occur.

Record Date and Quorum

Only holders of record of shares of common stock as of the close of business on November 20, 2017, which is the
record date for the special meeting, will be entitled to receive notice of and to vote at the special meeting or any
adjournments thereof. As of the record date, there were 41,555,453 shares of common stock outstanding.

Holders of shares of common stock are entitled to one vote on each matter submitted to a vote for each share of
common stock owned at the close of business on the record date.

The presence of a majority of the outstanding shares of common stock entitled to vote at the special meeting,
represented in person or by proxy at the special meeting, constitutes a quorum for the transaction of business at the
special meeting. Proxies received but marked as abstentions will be included in the calculation of the number of shares
of common stock considered to be present at the special meeting in determining a quorum. In the absence of a quorum
at the special meeting, the meeting of stockholders may be adjourned by the chairman of the meeting or by vote of the
holders of a majority of the voting power of the shares represented at the meeting.

Required Vote for Approval
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Merger and Asset Sale Proposals

The merger proposal and the asset sale proposal each requires the affirmative vote of stockholders holding a majority
of the shares of common stock outstanding and entitled to vote on such proposal.

Compensation and Adjournment Proposals

The compensation proposal and adjournment proposal each requires the affirmative vote of holders of a majority of
the shares of common stock present, in person or by proxy, and entitled to vote at the special meeting.
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Effects of Failing to Vote and Abstentions; Broker Non-Votes

Failing to vote either in person or by proxy at the special meeting will have the same effect as a vote  AGAINST the
merger proposal and AGAINST the asset sale proposal, but such failure to vote (assuming a quorum is present for the
special meeting) will have no effect on the compensation proposal or adjournment proposal.

Abstaining from voting on a proposal at the special meeting will have the same effect as a vote  AGAINST such
proposal.

An abstention occurs when a stockholder attends a meeting, either in person or by proxy, but abstains from voting on
one or more proposals. Abstentions will be included in the calculation of the number of shares of common stock
represented at the special meeting for purposes of determining whether a quorum has been achieved.

Under applicable rules, brokers, banks or other nominees who hold shares of common stock in street name for a
beneficial owner of those shares typically have the authority to vote in their discretion on routine proposals when they
have not received instructions from beneficial owners. However, brokers, banks or other nominees are not allowed to
exercise their voting discretion with respect to the approval of matters that are non-routine without specific
instructions from the beneficial owner. All proposals to be voted on by you at the special meeting are non-routine
matters, and therefore brokers do not have discretionary authority to vote on any of the proposals. Broker non-votes
occur when a broker, bank or other nominee is not instructed by the beneficial owner of shares to vote on a particular
proposal for which the broker does not have discretionary voting power. Accordingly, there can be no broker

non-votes at the special meeting, so failure to provide instructions to your broker or other nominee on how to vote will
result in your shares not being counted as present at the meeting.

Voting by NewStar s Directors and Executive Officers and by Corsair

At the close of business on the record date, directors and executive officers of NewStar were entitled to vote 3,333,053
shares of common stock (excluding, in the cases of our directors Messrs. Cooper and Thornburgh, the 4,000,000
shares and 4,263,075 shares owned by certain Capital Z entities and Corsair entities, respectively, which are
stockholders of NewStar and with which such directors are affiliated), or approximately 8.0% of the shares of
common stock outstanding on that date.

We currently expect that NewStar s directors and executive officers will vote their shares of common stock FOR the
merger proposal, FOR the asset sale proposal and FOR the other proposals to be considered at the special meeting,
although none of them is obligated to do so.

Subject to receipt of approval from the Corsair limited partners advisory committee, the Corsair entities holding
4,263,075 shares of NewStar common stock intend to vote in favor of the merger and asset sale.

Voting; Proxies; Revocation

Attendance

All holders of shares of common stock as of the close of business on the record date for voting at the special meeting,
including stockholders of record and beneficial owners of common stock registered in the street name of a bank,
broker or other nominee, are invited to attend the special meeting. If you are a stockholder of record, please be

prepared to provide proper identification, such as a driver s license. If you hold your shares of common stock in street
name , you will need to provide proof of ownership, such as a recent account statement or voting instruction form
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provided by your bank, broker or other nominee or other similar evidence of ownership, along with proper
identification.
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Voting in Person

Stockholders of record will be able to vote in person at the special meeting. If you are not a stockholder of record, but
instead hold your shares of common stock in street name through a bank, broker or other nominee, you must provide a
proxy executed in your favor from your bank, broker or other nominee in order to be able to vote in person at the

special meeting.

Submitting a Proxy or Providing Voting Instructions

To ensure that your shares of common stock are voted at the special meeting, we recommend that you provide voting
instructions promptly by proxy or voting instruction form, even if you plan to attend the special meeting in person.

Shares Held by Record Holder. If you are a stockholder of record as of the record date, you may provide voting
instructions by proxy using one of the methods described below.

Submit a Proxy by Telephone or via the Internet. This proxy statement is accompanied by a proxy card with
instructions for submitting voting instructions. You may vote by proxy by telephone by calling toll-free
1-800-PROXIES (1-800-776-9437) in the United States or 1-718-921-8500 from foreign countries and
following the recorded instructions or via the Internet, by accessing the website www.voteproxy.com and
following the instructions on the website. Your shares will be voted as you direct in the same manner as if
you had completed, signed, dated and returned your proxy card, as described below. If you are submitting a
proxy by telephone or over the Internet, your voting instructions must be received by 11:59 p.m. Eastern
Standard Time the day before the special meeting.

Submit a Proxy Card. If you complete, sign, date and return the enclosed proxy card by mail so that it is
received in time for the special meeting, your shares will be voted in the manner directed by you on your
proxy card.
Shares Held in  Street Name . If your shares are held by a bank, broker or other nominee on your behalf in street
name , your bank, broker or other nominee will send you instructions as to how to provide voting instructions for your
shares by proxy. Many banks and brokerage firms have a process for their customers to provide voting instructions by
telephone or via the Internet, in addition to providing voting instructions by proxy card.

Revocation of Proxies

Any person giving a proxy pursuant to this solicitation has the power to revoke and change it at any time before it is
voted. If you are a stockholder of record, you may revoke your proxy at any time before the vote is taken at the special
meeting by:

by delivering to NewStar s Corporate Secretary in writing at NewStar Financial, Inc., Attn: Secretary, 500
Boylston Street, Suite 1250, Boston, Massachusetts 02116 a signed written notice of revocation bearing a
date later than the date of the proxy, stating that the proxy is revoked and that is received by NewStar s
corporate secretary prior to the special meeting;
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by attending the special meeting and voting in person (your attendance at the meeting will not, by itself,
revoke your proxy; you must also vote in person at the special meeting);

by signing and delivering a new proxy relating to the same shares of common stock and bearing a later date
and that is received prior to the special meeting; or

by submitting a new proxy by telephone or over the Internet by 11:59 p.m. Eastern Standard Time on the day
before the special meeting.
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Please note, however, that only your last-dated proxy will count. Attending the special meeting without taking one of
the actions described above will not in itself revoke your proxy. Please note that if you want to revoke your proxy by
mailing a new proxy card to NewStar or by sending a written notice of revocation to NewStar, you should ensure that
you send your new proxy card or written notice of revocation in sufficient time for it to be received by NewStar before
the special meeting.

If you hold your shares in street name through a bank, broker or other nominee, you will need to follow the
instructions provided to you by your bank, broker or other nominee in order to revoke your proxy or submit new
voting instructions.

Adjournments and Postponements

The special meeting may be adjourned or postponed one or more times to a later date or time if necessary or
appropriate, including to solicit additional proxies in favor of the merger proposal and/or asset sale proposal. If a
quorum is present and this adjournment proposal is approved, the special meeting could be adjourned by the board if
there are not sufficient votes at that time to approve the merger proposal or the asset sale proposal. In addition, even if
there is not a quorum present at the special meeting, under our bylaws the special meeting may be adjourned by the
chairman of the meeting or by vote of the holders of a majority of the voting power of the shares represented at the
meeting.

In addition, the board could postpone the special meeting before it commences, whether for the purpose of soliciting
additional proxies or for other reasons specified in the merger agreement, including to the extent that such
postponement or adjournment is necessary to ensure that any required supplement or amendment is provided to the
stockholders within a reasonable amount of time in advance of the special meeting.

Any adjournment or postponement of the special meeting will allow NewStar s stockholders who have already sent in
their proxies to revoke them at any time prior to their use at the special meeting (as it may be adjourned or postponed).

Solicitation of Proxies

The board is soliciting your proxy, and we will bear the cost of soliciting proxies. This includes the charges and
expenses of brokerage firms and others for forwarding solicitation material to beneficial owners of shares of our
outstanding common stock. Georgeson, a proxy solicitation firm, has been retained to assist it in the solicitation of
proxies for the special meeting and we will pay Georgeson approximately $8,500, plus reimbursement of
out-of-pocket expenses. Proxies may be solicited by mail, personal interview, e-mail, telephone, or via the Internet by
Georgeson or, without additional compensation, by certain of NewStar s directors, officers and employees.

Other Information

You should not return your stock certificate or send documents representing your shares of common stock with the
proxy card. If the merger is completed, the paying agent for the merger will send you a letter of transmittal and
instructions for exchanging your shares of common stock for the merger consideration.

Questions and Additional Information

If you have more questions about the transaction or how to submit your proxy, or if you need additional copies of this
proxy statement or the enclosed proxy card or voting instructions, please call our proxy solicitor, Georgeson toll-free

at (866) 695-6078.
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PROPOSAL 1: THE MERGER PROPOSAL
NewsStar s stockholders will consider and vote upon a proposal to adopt the merger agreement. For a summary of the
merger agreement, see The Merger Agreement and the Asset Purchase Agreement Merger Agreement beginning on

page [ ] of this proxy statement. A copy of the merger agreement is attached as Annex A to this proxy statement.

The merger proposal requires the affirmative vote of stockholders holding a majority of the shares of common stock
outstanding and entitled to vote on such proposal.

Our stockholders must approve both the merger proposal and the asset sale proposal in order for the transaction to
occur. If our stockholders fail to approve both the merger proposal and the asset sale proposal, then neither the merger

nor the asset sale will occur.

The board, by the unanimous vote of all directors voting, recommends that stockholders vote FOR the merger
proposal.
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PROPOSAL 2: THE ASSET SALE PROPOSAL
NewsStar s stockholders are being asked to consider and vote upon a proposal to approve the transactions contemplated
by the asset purchase agreement. For a summary of the merger agreement, see The Merger Agreement and the Asset
Purchase Agreement beginning on page [ ] of this proxy statement. A copy of the asset purchase agreement is attached

as Annex B to this proxy statement.

The asset sale proposal requires the affirmative vote of stockholders holding a majority of the shares of common stock
outstanding and entitled to vote on such proposal.

Our stockholders must approve both the merger proposal and the asset sale proposal in order for the transaction to
occur. If our stockholders fail to approve both the merger proposal and the asset sale proposal, then neither the merger

nor the asset sale will occur.

The board, by the unanimous vote of all directors voting, recommends that stockholders vote FOR the asset
sale proposal.
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PROPOSAL 3: COMPENSATION PROPOSAL

NewsStar s stockholders are being asked to consider and vote upon a proposal for a non-binding, advisory vote to
approve the payment by NewStar of certain compensation that may be paid or become payable to the named executive
officers of NewStar that is based on or otherwise relates to the merger and asset sale, as disclosed in the section

entitled Special Factors Interests of NewStar s Directors and Executive Officers in the Transactions Golden Parachute
Compensation , beginning on page [ ], including the table entitled Golden Parachute Payments and accompanying
footnotes. This proposal, commonly known as say-on-golden parachutes , and which we refer to as the compensation
proposal , gives NewStar s stockholders the opportunity to vote, on a non-binding, advisory basis, on the compensation
that the named executive officers may be entitled to receive from NewStar that is based on or otherwise relates to the
merger and asset sale. This compensation is summarized in the table and footnotes thereto under Special

Factors Interests of NewStar s Directors and Executive Officers in the Transactions , beginning on page [ ] of this proxy
statement.

As an advisory vote, this proposal is not binding upon NewStar, First Eagle or the board, and approval of this proposal
is not a condition to completion of the merger or the asset sale. Accordingly, you may vote to approve the merger
proposal and the asset sale proposal and vote not to approve the compensation proposal (and vice versa). Because the
transaction-related executive compensation to be paid in connection with the transactions is based on the terms of the
merger agreement as well as the contractual arrangements with the named executive officers, such compensation will
be payable, regardless of the outcome of this advisory vote, if the merger proposal and asset sale proposal are
approved (subject only to the contractual conditions applicable thereto).

However, NewStar seeks your support and believes that your support is appropriate because NewStar has a
comprehensive executive compensation program designed to link the compensation of our executives with NewStar s
performance and the interests of NewStar s stockholders. Accordingly, the board encourages you to review carefully
the named executive officer merger-related compensation information disclosed in this proxy statement and vote on
the following resolution:

RESOLVED, that the stockholders of NewStar Financial, Inc. approve, on an advisory, non-binding basis, the
compensation that may be paid or become payable to the named executive officers of NewStar Financial, Inc. that is
based on or otherwise relates to the merger and asset sale, as disclosed pursuant to Item 402(t) of Regulation S-K
under the heading Special Factors Interests of NewStar s Directors and Executive Officers in the Transactions Golden
Parachute Compensation , beginning on page [ ] (which disclosure includes the Golden Parachute Compensation Table
required pursuant to Item 402(t) of Regulation S-K).

The above resolution approving the merger-related compensation of NewStar s named executive officers on an
advisory basis will require the affirmative vote of the holders of a majority of the shares of common stock present or

represented by proxy at the special meeting and entitled to vote thereon.

The board unanimously recommends a vote FOR the compensation proposal.
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PROPOSAL 4: ADJOURNMENT PROPOSAL

NewsStar s stockholders are being asked to approve a proposal that will give us authority to adjourn the special meeting
from time to time, if necessary or appropriate, for the purpose of soliciting additional proxies in favor of the merger
proposal or the asset sale proposal if there are not sufficient votes at the time of the special meeting to approve both
proposals.

If there is a quorum present at the special meeting and this proposal is approved, the special meeting could be
adjourned to a later date or time for the purpose of soliciting additional proxies in favor of the merger proposal or
asset sale proposal if there are not sufficient votes at the time of the special meeting. If there is not a quorum present at
the special meeting, under our by-laws the special meeting may be adjourned by the chairman of the meeting or by
vote of the holders of a majority of the shares of common stock present or represented by proxy at the special meeting
and entitled to vote thereon. In addition, the board could postpone the special meeting before it commences, whether
for the purpose of soliciting additional proxies or for other reasons.

If the special meeting is adjourned or postponed, stockholders who have already submitted their proxies will be able to
revoke them at any time prior to their use.

Approval of the adjournment proposal requires the affirmative vote of the holders of a majority of the shares of
common stock present or represented by proxy at the special meeting and entitled to vote thereon.

The board unanimously recommends a vote FOR the adjournment proposal.
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SPECIAL FACTORS
Overview

NewsStar is seeking stockholder approval for the merger proposal and the asset sale proposal. Under the merger
agreement, NewStar will be acquired by a subsidiary of First Eagle and holders of our common stock issued and
outstanding immediately before the merger will be entitled to receive for each share, except for certain shares as set
forth in the merger agreement, (i) $11.44 in cash, without interest and (ii) one contingent value right. Immediately
prior to the merger, under the asset purchase agreement, NewStar will sell a portfolio of its investment assets,
including loans and other credit investments, to the Asset Buyer. The proceeds of the asset sale will be used to pay
down outstanding NewStar debt and to fund a portion of the merger consideration payable by First Eagle. NewStar
stockholders will not receive directly any portion of the asset sale proceeds. Completion of the asset sale and the
merger are conditioned on each other, and we will not complete either transaction unless both are completed.

The Board, by the unanimous vote of all directors voting, has approved the merger agreement and the asset purchase
agreement and recommends that stockholders vote FOR the merger proposal and FOR the asset sale proposal.

Following the completion of the merger, NewStar s shares of common stock will no longer be traded on NASDAQ or
any other public market. In addition, the registration of shares of NewStar common stock under the Exchange Act will
be terminated.

Background of the Transactions

NewStar s board and senior management team have regularly reviewed and evaluated the company s operations,
performance, prospects and strategic direction. In connection with these reviews, and with the assistance of our
financial and legal advisors, our board and management have regularly considered potential strategic alternatives,
including possible acquisitions, divestitures, recapitalizations and business combinations, with the goal of maximizing
stockholder value. In addition, from time to time, and as noted below, NewStar has solicited and received inquiries
from third parties regarding potential business combination transactions.

In early 2013 (including at a February board meeting), our board discussed in depth NewStar s strategic position and
alternatives and the potential benefits of pursuing a sale of the company. In July 2013, our board held a retreat with

our senior management team to discuss NewStar s strategic position and alternatives. Representatives of NewStar s
financial advisor, Credit Suisse, its outside special counsel, Simpson Thacher & Bartlett, and its outside general
counsel, Locke Lord, were also present at the meeting. The discussion covered the factors that had affected NewStar s
operations since the financial crisis including the substantial contraction of the securitization markets and other
wholesale funding sources for NewStar s business, which had resulted in higher costs of capital and lower leverage;
the entry of other non-bank lenders into NewStar s core markets; and the impact of the Dodd-Frank Act on the lending
and funding markets, particularly the collateralized loan obligation (CLO) markets and the related risk retention
requirements applicable to securitization sponsors.

The discussion also covered the steps NewStar had taken over the prior several years to diversify its revenue and
funding sources, including acquiring an asset-based lending business in 2010, launching an equipment finance
business in 2011 and unsuccessfully attempting to acquire a bank in 2009. NewStar had also taken steps to streamline
its operations and reduce its expense base. The board concluded, however, that despite these initiatives the trading
price of our common stock did not reflect the intrinsic value of the company at that time.
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The board then considered a range of potential strategic alternatives with input from NewStar s legal and financial
advisors, including whether to initiate a sale process, try again to acquire a bank or execute on the standalone business
plan. The board concluded that in light of the fundamental changes to the lending and
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funding markets that affected NewStar s business model, the best way to maximize stockholder value would be to
explore a business combination for the company. Accordingly, the board determined that it was advisable to initiate a
sale process and authorized management to begin such a process with the assistance of Credit Suisse, which the board
determined to engage given, among other things, Credit Suisse s qualifications, experience and reputation, as well as
its familiarity with NewStar and its business. This engagement lapsed following the conclusion of the 2013 process
which did not ultimately result in a transaction.

Starting in mid September 2013, in accordance with the directives of the board, Credit Suisse, on behalf of NewStar,
began an outreach to prospective buyers. Over 60 potential bidders were contacted, including banks, diversified
finance companies, private equity firms, direct lending firms and insurance companies. Sixteen companies signed
confidentiality agreements with NewStar. Several of the companies that were contacted expressed an unwillingness to
further consider a transaction with NewStar due to unfavorable changes in bank regulation (particularly the leveraged
lending guidance then-recently released by the OCC, FDIC and Federal Reserve). On September 18, 2013, Bloomberg
reported that NewStar was working with Credit Suisse in a sale process. In November 2013, NewStar received
preliminary indications of interest from two potential buyers a large, foreign-based bank and a non-bank commercial
lender. Both of these indications were withdrawn in January 2014, in one case due to expressed valuation concerns
and in the other due to expressed concerns about the changes in the bank regulations applicable to leveraged lending
released several months earlier.

After the conclusion of the 2013 sale process, management and the board again reassessed NewStar s strategic position
and considered a variety of alternatives to improve its profitability, including a greater focus on asset management
activities and platform scale as well as options to reorganize as a publicly traded partnership to reduce corporate taxes.
During this period NewStar also engaged in discussions with various other parties, including GSO, about potential
business combinations or other transactions.

During the summer of 2014, GSO approached NewStar to discuss a variety of strategic alternatives, one of which was
a possible transaction involving an equity investment in NewStar and a strategic cooperation arrangement between
GSO and its affiliates and NewStar, including co-lending opportunities for each to participate in loans originated by
the other and GSO providing anchor investments in future credit funds or CLOs sponsored by NewStar.

The NewStar board met on September 16, 2014 to consider this proposal. The board discussed how the investment
and ongoing strategic cooperation with GSO could allow NewStar to accelerate growth of its asset management
business, which was a growth strategy that had been under consideration by the board. In light of the results of the
2013 sale process and the board s and management s subsequent decision to emphasize development of the asset
management platform, the board concluded that the proposed GSO arrangements were consistent with advancing
NewStar s business strategy, and beneficial to enhancing stockholder value. Negotiations among the parties continued
through September and October 2014.

On November 4, 2014, NewStar entered into an investment agreement with three investment funds advised by

Franklin Square Capital Partners and sub-advised by an affiliate of GSO. The investment agreement provided for the
investors to purchase $300 million principal amount of 10-year subordinated notes issued by NewStar and warrants to
purchase 12 million shares of NewStar s common stock at $12.62 per share, which was approximately 25% of the then
current total outstanding shares. The warrants contain a provision limiting their exercisability to 4.99% of NewStar s
outstanding common stock unless the warrantholders provide NewStar with at least 61 days prior notice of their
election for the warrants to be exercisable for a higher number of shares. The first stage of the transaction closed in
December 2014, and the remaining warrants and subordinated notes were issued in January 2015.
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Throughout 2015 NewStar focused on accelerating the growth of its asset management business, including closing a
$400 million managed credit fund in January 2015, with anchor investments from funds sponsored by Franklin Square
and sub-advised by GSO, acquiring a credit manager with $2.3 billion in assets under management in October 2015
and developing the relationship with GSO to increase asset origination.
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Although NewStar continued to increase its net income and its earnings per share from 2014, NewStar s return on
equity remained low and our share price continued to decline, reaching a low of $4.25 per share in February 2016.

At a board meeting on May 11, 2016, Mr. Conway summarized the challenging market conditions in leveraged
finance and reported that GSO had reached out to him to discuss the possibility of exploring a going private
transaction involving management and likely other parties. Mr. Conway stated that he informed GSO that before
proceeding he would obtain the board s authorization to explore a possible transaction, which would include equity
participation by NewStar management and likely Corsair and Capital Z as well. After discussion, the independent
directors were supportive of management proceeding in this manner with a potential going-private transaction.

Discussions among GSO, management, Corsair and Capital Z continued until the summer of 2016, when they were
terminated due to a lack of agreement among such parties on the terms of a potential transaction. Management
continued exploring a potential transaction, in consultation with GSO, for the remainder of 2016 and into early 2017.
During that time period NewStar management had preliminary contact or meetings with over 20 parties to solicit their
interest in investing in an acquisition of, or acquiring, NewStar.

Mr. Conway provided the board with periodic updates regarding management s exploration of a potential going-private
transaction, including at a board meeting on February 24, 2017. However, management discussions with potential
investors did not result in any agreement on the terms of a proposed transaction or commitment by investors to

provide the necessary capital to finance a transaction, and by the spring of 2017 any ongoing consideration of a
going-private transaction was terminated.

Subsequently, Mr. Conway was introduced by a senior Corsair executive to Mehdi Mahmud, chief executive officer of
First Eagle, and NewStar and First Eagle began discussions regarding the potential benefit of combining NewStar s
leveraged loan asset management platform with First Eagle s traditional investment asset management business. These
discussions expanded to include the possibility of GSO sponsoring a fund to acquire NewStar s loan and investment
portfolio in order to facilitate a combination of the NewStar and First Eagle asset management businesses.

On April 13, 2017, our board met, with members of senior management and representatives of Credit Suisse, Simpson
Thacher and Locke Lord participating in the meeting. Senior management provided an overview of a new potential
transaction in which one or more institutional investors would provide the financing for a newly-formed fund

managed by GSO to acquire substantially all of NewStar s loan portfolio and other assets and, concurrently with such
asset sale, another party would acquire the remainder of NewStar and its asset management platform. First Eagle and
another asset manager, which we refer to as Party A , had expressed interest in acquiring NewStar s asset management
platform. Senior management informed the board that, unlike the going-private transaction previously explored,
management would not have any equity participation in the acquisition, would receive the same merger consideration
as the other stockholders and had not discussed post-closing employment or compensation arrangements with the

other potential parties to the transaction then being discussed. The board also considered the relationship of one of our
directors, Mr. Thornburgh, to Corsair, which holds with Blackstone a majority interest in First Eagle. Given Corsair s
interest in one of the potential bidders for the asset management platform, the board determined, and Mr. Thornburgh
concurred, that it would be appropriate to exclude Mr. Thornburgh from board deliberations on the potential
transactions being considered. For purposes of the remainder of this section, each reference to the board or board of
directors of NewStar (or any meeting thereof) is intended to refer to that board or meeting without any participation by
Mr. Thornburgh who on and after such time recused himself from such board meetings and deliberations. The board
also noted Mr. Thornburgh s relationships with Credit Suisse, including Mr. Thornburgh s position as a member of the
boards of directors of Credit Suisse Group AG and certain of its affiliates and service as Chairman of the Board of
Directors of Credit Suisse Securities (USA) LLC. A representative of Simpson Thacher reviewed with the board its
fiduciary duties in connection with the potential transactions being considered. The board discussed the
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potential transaction involving GSO, along with other possible strategic alternatives, including continuing with
NewStar s existing strategy to transition to a capital-light asset manager or a sale of NewStar to a single buyer, and
concluded that, in light of GSO s familiarity with NewStar s business and loan portfolio and its prominence in
fundraising for a broad variety of asset classes, it was worth exploring a potential transaction of the type described
involving GSO. Accordingly, the board authorized management to engage in further discussions with GSO, First
Eagle and Party A regarding a potential transaction.

Following such meeting, NewStar engaged in further discussions with GSO, First Eagle and Party A regarding the
proposed transactions and such parties continued to engage in due diligence reviews of NewStar and its loan and
investment portfolio subject to confidentiality agreements that each had entered into with NewStar. Toward the end of
April, Party A indicated to NewStar that it was no longer interested in acquiring the company s asset management
platform because of the amount of ongoing capital needs of the business required to support proposed lending activity
and comply with risk retention rules applicable to securitization sponsors.

On May 3, 2017, our board met, with members of senior management and representatives of Locke Lord participating

in the meeting. Senior management provided an update on the status of discussions with GSO and First Eagle. The

board discussed Credit Suisse s potential engagement as NewStar s financial advisor for a sale or other business
combination transaction involving the company. The board determined that Mr. Thornburgh s relationships with Credit
Suisse would not adversely affect Credit Suisse s ability to act as a financial advisor to NewStar, and the board
approved re-engaging Credit Suisse as NewStar s financial advisor in connection with a sale or other business
combination transaction involving the company. NewStar selected Credit Suisse as its financial advisor because of,
among other things, Credit Suisse s familiarity with NewStar and its business, including NewStar s prior sale process in
2013, and Credit Suisse s qualifications, experience and reputation.

During this period, GSO and First Eagle continued their due diligence review of NewStar s operations and asset
portfolio.

On or about May 4, 2017, a representative of a private equity firm, which we refer to as Party B , contacted senior
management of NewStar and indicated that Party B would be interested in evaluating a possible acquisition of
NewStar.

On May 16, 2017, our board met, with members of senior management and representatives of Locke Lord, Credit
Suisse and Simpson Thacher also participating. Senior management provided an update on the status of discussions
with GSO and First Eagle and also reported to the board on the indication of interest received from Party B. The board
discussed the potential transaction and whether to initiate a broader process for the sale of the company. A
representative of Simpson Thacher reviewed with the board its fiduciary duties in connection with these matters.
Credit Suisse reviewed with the board the results of the 2013 sale process and discussed the current state of the
mergers and acquisitions market for companies, such as NewStar, in the leveraged loan business, noting that it
believed, based on the bank regulatory environment and the results of the 2013 sale process, that potential buyers
would likely consist primarily of alternative asset managers, such as GSO and Party B, rather than banks or other
regulated financial institutions. The board concluded that management should continue discussions with GSO and
First Eagle and with Party B and that it would not be in the best interests of the NewStar stockholders to initiate a
broader sale process at this time.

On May 25, 2017, an affiliate of Party B, which affiliate was engaged in the business of providing financing to middle

market companies, signed a confidentiality agreement with NewStar. Party B and its affiliate began a due diligence
review of NewStar and engaged in discussions with NewStar regarding a potential transaction.
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On June 6, 2017, NewStar received a letter from GSO and First Eagle expressing their initial indication of interest in
an asset purchase transaction in which a GSO-managed fund would purchase NewStar s loan and investment portfolio
and First Eagle would acquire NewStar s asset management platform, with NewStar s stockholders to receive the net
proceeds from such sale, following repayment of debt and other liabilities, which net proceeds were estimated by GSO
and First Eagle to result in payment to NewStar s stockholders of $11.50 to $12.25 per share.
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On June 7, 2017, our board met, with members of senior management and representatives of Credit Suisse, Simpson
Thacher and Locke Lord participating in the meeting. The board and senior management, together with NewStar s
financial and legal advisors, discussed the asset sale proposal from GSO and First Eagle and Party B s interest in an
acquisition of the entire company. The board concluded that an asset sale transaction, with the public company
stockholders being left with a shell company that could liquidate and distribute proceeds to its stockholders over time
once all outstanding liabilities were satisfied, was not a viable structure for a transaction. Instead, the board concluded
that GSO and First Eagle should be requested to develop a proposal that involved a merger or other acquisition of
shares from the stockholders. The board instructed management and Credit Suisse to request this change in proposed
transaction structure, as well as improved financial and other terms, from GSO and First Eagle and to request that
Party B provide a proposal as well.

Following the board meeting, in accordance with the board s directives, NewStar management and Credit Suisse
engaged in discussions with GSO and First Eagle to improve their proposal and with Party B to provide a proposal.
On June 12, 2017, Credit Suisse, on behalf of NewStar, sent GSO and First Eagle a letter requesting that they provide
additional information to NewStar, including details regarding the basis for the range of the proposed purchase price,
transaction structure, their valuation of tax refunds that may result from losses generated by the transaction and an
allocation of value between the assets and the asset manager.

On June 19, 2017, in accordance with the board s directives, Credit Suisse, on behalf of NewStar, sent Party B a bid
instruction letter requesting that a preliminary indication of interest be submitted to NewStar by June 30, 2017.

On June 21, 2017, First Eagle and GSO submitted a revised indication of interest letter providing additional details of
their proposal, including that they were prepared to consider an acquisition of the shares of NewStar and would be
open to discussions regarding structures such as a contingent value right that would allow NewStar s stockholders to
benefit from any post-closing tax refund proceeds resulting from the proposed transaction. The revised indication of
interest continued to estimate that the transaction would result in proceeds to the NewStar stockholders of $11.50 to
$12.25 per share.

On June 30, 2017, Party B submitted an indication of interest for an acquisition of all of NewStar s common stock at a
price of $12.00 per share in cash. On July 5, 2017, Party B submitted a revised indication of interest that retained its
initial $12.00 per share offer and also indicated that as the alternative to acquiring NewStar, Party B would be
interested in acquiring all of NewStar s loans valued at 99.5% of current net carrying value and third party CLO
tranches at market value. Party B indicated that the transaction would be financed with existing funds and would not
require financing from unaffiliated third parties.

On July 11, 2017, GSO and First Eagle submitted an indication of interest for a proposed transaction that involved a
GSO-managed fund, with equity provided from third party investors (who were not identified), acquiring specified
loan and investment assets from NewStar, and First Eagle acquiring NewStar using the net proceeds from such asset
sale, following NewStar settling its outstanding debt and other liabilities with such asset sale proceeds, together with
the proceeds from certain other transactions including the sale of certain real estate owned by NewStar and the transfer
by NewsStar of loans it had originated into a newly formed fund, as well as additional cash from First Eagle. GSO and
First Eagle estimated, based on the pricing formula attached to their proposal, that this transaction would result in the
NewsStar stockholders receiving $11.50 per share (assuming, among other things, that the owned real estate was sold
for its carrying value of $15.6 million), plus up to $0.48 per share of book value accretion in the third and fourth
quarters prior to closing plus tax refunds of $0.93 per share to be paid following the closing pursuant to contingent
value rights to be issued to the stockholders at closing.
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NewStar and its advisors continued to engage in discussions with GSO and First Eagle and with Party B and assist
such parties in their diligence with respect to NewStar and its loan and investment assets. NewStar, together with its
tax advisors, also evaluated the contingent value rights based on tax refunds that were being proposed by GSO and
First Eagle.
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On July 26, 2017, following further negotiations, GSO and First Eagle submitted a revised indication of interest letter
for a transaction with the same structure as proposed in their July 11 letter, but increased the preliminary estimated per
share purchase price to $11.68 per share, plus up to $0.48 per share of book value accretion and contingent value
rights for an additional $0.93 per share as in the previous letter.

On July 31, 2017, our board met, with members of senior management and representatives of Credit Suisse, Simpson
Thacher and Locke Lord participating in the meeting, to discuss the indications of interest received from GSO and

First Eagle and from Party B, including management s evaluation of the tax refunds, and related payments under the
contingent value rights, that could be obtained in the proposed transaction with GSO and First Eagle. In connection
with this meeting, following execution of Credit Suisse s engagement letter as of July 27, 2017, Credit Suisse provided
information to the board regarding Credit Suisse s material relationships with GSO, First Eagle, Party B and certain
other parties. Credit Suisse also provided the board with a list of illustrative potential acquirors of NewStar and/or its
assets in addition to summary overviews of the indications of interest received from GSO, First Eagle and Party B. At
this meeting, the board expressed concerns about the lack of detail in the GSO and First Eagle proposal regarding the
equity and debt financing for the transaction, as well as the fact that the stockholders were not assured a certain
purchase price in such a transaction. The board also considered Party B s proposal, noting the simpler transaction
structure but lower expected aggregate value compared to the proposal from GSO and First Eagle. The board

instructed NewStar s management and advisors to continue discussions and negotiations with GSO and First Eagle and
with Party B and seek clarification and improvement of their respective indications of interest. In addition,
management reported that GSO had requested the opportunity to make an in-person presentation to the board

regarding their plans to raise debt and equity financing for the proposed transaction, and related matters. The board
concluded that it would be useful to receive such a presentation from GSO.

On August 4, 2017, our board met, with members of senior management and representatives of Credit Suisse,
Simpson Thacher and GSO participating in the meeting. The representatives of GSO noted that, as a result of their
familiarity with NewStar s assets and loan origination capabilities due to the ongoing strategic cooperation between
NewsStar and GSO since the 2014 investment transaction, GSO was highly confident in its ability to secure equity
commitments from leading institutional investors and other credit market participants to invest in a fund that would
acquire NewStar s loan and investment portfolio. The representatives of GSO described GSO s fundraising process and
noted that, if NewStar permitted GSO to solicit third party interest in such a transaction, in approximately two weeks
GSO would be able to present a list of potential investors to the company. The GSO representatives also provided our
board with an overview of GSO s debt financing plans and the steps GSO had taken so far to secure committed debt
financing. After the representatives of GSO left the meeting, the board discussed and concluded that GSO should be
allowed to solicit interest from third party investors for equity commitments to invest in the proposed transaction and
develop its debt financing plan. Our board also instructed management, with the assistance of NewStar s legal and
financial advisors, to request final bids by a specified date later in the month.

During this period the independent directors held separate regularly scheduled meetings with NewStar s financial and
legal advisors (including on July 31, August 4, August 9 and August 16) to be briefed on and discuss the ongoing
negotiations and communications with GSO, First Eagle and Party B.

On August 10, 2017, a draft merger agreement prepared by Simpson Thacher was sent to Party B and on August 14,

2017, a detailed term sheet prepared by Simpson Thacher for the proposed GSO and First Eagle transaction was sent
to GSO and First Eagle (which was prepared for discussion purposes in lieu of draft definitive agreements due to the
greater complexity of the GSO and First Eagle proposal and need for additional detail to develop various provisions).
On August 16, 2017, in accordance with the board s directives, bid instruction letters were sent by Credit Suisse, on
behalf of NewStar, to GSO and First Eagle and to Party B, requesting that each bidder submit a final written offer on
August 23 together with a markup of the merger agreement (for Party B) or the detailed term sheet (for GSO / First
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On August 22, 2017, Party B submitted a markup of the merger agreement, which included a financing condition;
however Party B did not submit a proposal letter or any other indication of interest. Over the next
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several days representatives of Simpson Thacher negotiated the merger agreement markup with counsel for Party B.

On August 23, 2017, GSO and First Eagle submitted a proposal with a variable purchase price formula (which would
result in a purchase price then estimated to be $11.85 per share plus the contingent value right then estimated at $1.00
per share) along with a markup of the detailed term sheet for the transaction. The proposal provided that the purchase
price would be calculated as of a measurement date prior to mailing the proxy statement to NewStar stockholders,
with the actual purchase price to be paid to stockholders to be based on a variety of factors, including adjustments as a
result of loans that became non-performing or impaired after signing, the unpaid principal balance of the performing
loans on the measurement date, the net book value of certain investment securities to be retained by NewStar,
projected earnings of NewStar through the closing and debt and liabilities of the company as of the measurement date.
In addition, the proposal provided that stockholders would only be paid under the contingent value rights once the tax
refunds were approved by the Joint Committee on Taxation and were no longer subject to audit or challenge by the
IRS. The letter provided names of the proposed investors that had signed indications of interest to subscribe for equity
in the newly-formed fund that would purchase the NewStar assets and also attached letters from Wells Fargo and
CDPQ stating that they were highly confident of their ability to provide debt financing for a transaction.

Following receipt of the GSO and First Eagle proposal, NewStar and its financial and legal advisors discussed the
proposal, including the formula purchase price, contingent value rights, and other issues raised by the proposal,
including that NewStar was not permitted to enforce the equity commitment letters to be provided by the third party
investors, the fact that the reverse termination fee under the asset purchase agreement was 4% of transaction equity
value and was not guaranteed by a credit-worthy entity, the lack of a go-shop period to solicit potential proposals after
entering into the definitive agreements and the fact that GSO and First Eagle would not need to close the transaction if
5% or more of the NewStar stockholders made appraisal demands. On August 25, 2017, management instructed
Credit Suisse to convey NewStar s concerns regarding these issues to Wells Fargo, the financial advisor to GSO and
First Eagle. Later on August 25, 2017, as instructed, representatives of Credit Suisse spoke with representatives of
Wells Fargo regarding NewStar s concerns and, following that call, Wells Fargo indicated to Credit Suisse that GSO
and First Eagle would be submitting a revised proposal to attempt to address these issues.

On August 25, 2017, Party B sent a letter to NewStar stating that it remained interested in the opportunity and
expected to be able to finish business due diligence in a few weeks but indicated it was not in a position to submit a
proposal at that time.

On August 28, 2017, GSO and First Eagle submitted a revised proposal, with a fixed price bid of $11.44 per share
(with a potential $0.05 increase if certain real estate owned by NewStar is sold for at least $12 million) and the
contingent value rights receiving payment of 25% of any tax refund upon receipt, with the remainder held back
pending JCT approval and completion of the IRS audit. While the letter did not address the other issues with the
proposal that had been discussed with Wells Fargo, the letter indicated that GSO and First Eagle believed there could
be a commercially reasonable resolution to such matters. The letter also noted that the proposal was conditioned on
NewsStar agreeing to negotiate exclusively with GSO and First Eagle.

On August 29, 2017, our board met, with members of senior management and representatives of Credit Suisse,
Simpson Thacher and Richards, Layton & Finger, our Delaware counsel, participating in the meeting. Representatives
of Simpson Thacher and Richards Layton reviewed with the board its fiduciary duties. The board reviewed the prior
attempts to sell NewStar in the 2013 sale process and the multiple parties that had been contacted and had had
discussions with NewStar since then regarding strategic alternatives. The board then discussed the proposal received
from GSO and First Eagle, including the change to a fixed purchase price from a purchase price formula and the other
issues with the GSO and First Eagle proposal. The board also discussed the letter from Party B indicating an inability
to submit a bid at that time. The board instructed management to negotiate with GSO and First Eagle to resolve the
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Over the course of the next several days, in accordance with the board s directives, NewStar and its advisors had
discussions with GSO, First Eagle and their advisors regarding the terms of the GSO and First Eagle proposal. GSO
and First Eagle agreed to modify their proposal to provide, among other things, that the contingent value rights would
pay to stockholders 30% of any tax refund promptly upon receipt, the transaction agreements would contain a go shop
that would have a 2% termination fee (with a 3% fee in other circumstances), there would not be an appraisal demand
closing condition, NewStar would be provided adequate enforcement rights with respect to the equity commitment
letter and the reverse termination fee would be increased to 5% of transaction equity value.

On August 31, 2017, our board met, with members of senior management and representatives of Credit Suisse and
Simpson Thacher participating in the meeting. The board discussed the revised proposal from GSO and First Eagle
and authorized management to continue to negotiate a transaction with GSO and First Eagle on such terms. The board
also considered that GSO and First Eagle had conditioned such proposal on NewStar agreeing to negotiate exclusively
with them. The board considered the fact that Party B had not submitted a proposal and determined that the
transaction with GSO and First Eagle was in an advanced stage with a high likelihood of completion, and accordingly
approved NewStar entering into an agreement to provide for a limited period of exclusivity to finalize a transaction.

On September 4, 2017, NewStar entered into an exclusivity agreement with GSO and First Eagle, which granted them
exclusivity until September 27, 2017.

On September 5, 2017, in accordance with NewStar s directives, a representative of Credit Suisse informed Party B
that NewStar had determined to proceed with negotiations with a different party. Party B did not indicate an interest in
remaining in the process during that call and did not make any further inbound calls or inquiries to NewStar or its
advisors.

On September 10, 2017, Simpson Thacher sent a draft merger agreement to Goodwin Procter, legal counsel to First
Eagle and Sidley Austin, legal counsel to GSO, and on September 13, 2017, Simpson Thacher sent a draft asset
purchase agreement to Sidley Austin and Goodwin Procter.

On September 20, 2017, Goodwin Procter sent a revised merger agreement to Simpson Thacher and in the evening of
September 22, 2017, Sidley Austin sent a revised asset purchase agreement to Simpson Thacher. Over the course of
the next week the parties and their advisors discussed issues presented by these revised drafts, including ensuring that
the debt financing would be sufficient to provide the necessary funding for the asset purchase, since Wells Fargo
would be providing a fixed advance rate only for existing loans in the portfolio (and not new loans or loans in the
pipeline) and Wells Fargo would only advance funds against new loans if it approved the new loans in advance,
representations and warranties and interim operating covenants in both the asset purchase agreement and the merger
agreement and the closing conditions relating thereto and provisions with respect to guaranteeing payment of the
reverse termination fee.

On September 22, 2017, our board met, with members of senior management and representatives of Credit Suisse and
Simpson Thacher participating in the meeting. The board discussed the status of negotiations and also approved
NewStar engaging Houlihan Lokey as an additional financial advisor to, among other things, if appropriate and
requested by NewStar, provide an opinion to our board with respect to whether the consideration to be received by the
holders of NewStar common stock in the proposed transaction or certain other transactions was fair, from a financial
point of view, to such holders and assist NewStar in soliciting and evaluating indications of interest and proposals
regarding alternative transactions after the signing of a definitive agreement with respect to the proposed transaction.
Houlihan Lokey subsequently provided our board with information with respect to its relationships with First Eagle,
GSO and certain other parties. Our board concluded that these relationships did not adversely affect Houlihan Lokey s
ability to provide objective advice as our financial advisor. Houlihan Lokey was selected as a financial advisor based
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sale of its equipment finance business in 2016. Houlihan Lokey is regularly engaged to provide financial advisory
services in connection with mergers and acquisitions, financings, and financial restructurings.

On September 26, 2017, our board met, with members of senior management and representatives of Credit Suisse and
Simpson Thacher participating in the meeting. The board discussed the status of negotiations.

On September 28, 2017, Simpson Thacher sent Goodwin Procter and Sidley Austin a revised draft of the merger
agreement. On September 30, 2017 Goodwin Procter sent Simpson Thacher a revised draft of the merger agreement
reflecting further comments, including with respect to representations and warranties, interim operating covenants and
conditions to closing.

From October 1, 2017 through October 7, 2017, the parties exchanged drafts of the asset purchase agreement, merger
agreement and ancillary documents. While the parties were negotiating the transaction documents, GSO, First Eagle
and their advisors continued to conduct a due diligence review of NewStar and its loan and investment assets. During
this time, representatives of GSO and First Eagle also discussed with representatives of NewStar the fact that GSO
and First Eagle were continuing to negotiate with each other the allocation of assets between the two purchasers. The
revisions to the asset purchase agreement, including changes to the assets to be acquired by the GSO-sponsored fund
and the purchase price payable (including the addition of pre-closing estimates and post-closing true-ups of the
purchase price), reflected these ongoing discussions between GSO and First Eagle. In addition, the parties continued
to negotiate and discuss the interim operating covenants restricting NewStar s business in between signing and closing.
Such discussions were complicated by a number of factors, including the need to obtain advance approval by Wells
Fargo under the debt commitment letter for new loans and other funding commitments by NewStar, the fact that many
of the loans and investments assets in the pool of assets to be purchased by GSO would prepay between signing and
closing, with GSO wanting to acquire any assets acquired with the proceeds from such prepayments and the fact that
First Eagle required limitations on NewStar s ability to take on additional debt to fund new loans being acquired by
GSO. In addition, the parties continued to discuss the detailed representations regarding the loan and investment
assets and related closing conditions.

Our board held meetings on October 3, October 7 and October 9 to discuss the status of negotiations and related
transactional matters with members of senior management and NewStar s financial and legal advisors. In advance of
the October 7th meeting, Credit Suisse provided the board with updated information regarding its material
relationships with GSO, First Eagle and certain other parties and, at the October 7th meeting, Credit Suisse and
Houlihan Lokey discussed their respective preliminary financial perspectives with respect to NewStar and the
proposed merger consideration.

On October 10, 2017, representatives of NewStar, GSO, First Eagle and their respective advisors met at the offices of
Simpson Thacher in New York to address outstanding issues with respect to the allocation of assets and post-closing
adjustments between GSO and First Eagle, the purchase price to be paid by GSO for such assets, the interim operating
covenants for the operation of NewStar s business between signing and closing and other issues raised by the
transaction agreements. Significant progress was made towards resolving such issues and on October 10, 2017,
Simpson Thacher sent Sidley Austin and Goodwin Procter a revised draft of the asset purchase agreement and on
October 11, 2017, Simpson Thacher sent a revised draft of the merger agreement. Over the course of the next several
days the parties continued to exchange drafts of and negotiate the transaction agreements.

On October 15, 2017, our board met, with members of senior management and representatives of Credit Suisse,
Houlihan Lokey and Simpson Thacher participating in the meeting. At the meeting, representatives of Simpson
Thacher reviewed with the board the key provisions of the near-final transaction agreements. Our board discussed the
strategic, business and legal considerations related to the proposed transaction and the benefits and risks of the
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to finalization of the remaining supporting schedules and related matters.
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On October 16, 2017, after trading closed on the NASDAQ, our board met to consider the proposed transaction.
Members of NewStar s management and representatives of Credit Suisse, Houlihan Lokey and Simpson Thacher also
participated in the meeting. Members of NewStar s management updated the board on the projections of the value of
the contingent value rights. Representatives of Simpson Thacher reviewed the proposed transaction agreements and
the other transaction documents with the board and updated the board on the negotiation of the transaction
agreements. At the request of our board, Credit Suisse and Houlihan Lokey then separately reviewed with the board
their respective financial analyses and each rendered an oral opinion, confirmed by delivery of a written opinion dated
October 16, 2017, to the board to the effect that, as of that date and based on and subject to various assumptions made,
procedures followed and qualifications and limitations on the review undertaken and other matters considered in
connection with the preparation of such opinions, the merger consideration to be received by holders (other than
excluded holders, as defined in such opinion, and their respective affiliates) of NewStar common stock pursuant to the
merger agreement was fair, from a financial point of view, to such holders. Credit Suisse, Houlihan Lokey and
Simpson Thacher also discussed with the board the proposed go-shop process. Following discussions among the
board, NewStar s senior management and advisors regarding the proposed transactions, the members of the board
present unanimously approved the merger agreement, the asset purchase agreement and the transactions contemplated
by such agreements, declared advisable the merger agreement, the asset purchase agreement and the transactions
contemplated by such agreements, recommended that NewStar stockholders vote for the proposal to adopt the merger
agreement and approve the transactions contemplated by the asset purchase agreement and approved the amendment
to the bylaws making the Court of Chancery of the State of Delaware the exclusive jurisdiction in which litigation
may be brought if such litigation is a derivative action, an action asserting a breach of a fiduciary duty, an action
arising under the DGCL, the amended and restated certificate of incorporation of NewStar or the bylaws of NewStar,
or an action governed by the internal affairs doctrine. For further information concerning the factors considered by the
board in reaching its decision to approve the transaction agreements and transactions, its decision to declare the
transaction agreements and the transactions advisable and its decision to recommend that NewStar stockholders vote
to adopt the merger agreement and approve the asset sale, see ~ Reasons for the Transactions; Recommendation of
NewStar s Board of Directors .

On the evening of October 16, 2017, after trading closed on the NASDAQ, the parties executed the merger agreement,
the asset purchase agreement and related transaction agreements. Early in the morning on October 17, 2017, before
trading opened on the NASDAQ, NewStar and First Eagle issued a joint press release announcing the transactions.

Beginning on October 17, 2017, NewStar commenced the go-shop process with outreaches to potential bidders
selected by NewStar with assistance from its financial advisors Credit Suisse and Houlihan Lokey. During the go-shop
process, NewStar, with the assistance of Credit Suisse and Houlihan Lokey, contacted 53 parties (including Party B)
to solicit alternative transaction proposals and seven other parties made unsolicited inquiries shortly after the proposed
transactions with First Eagle and the Asset Buyer, and the commencement of the go-shop process, were publicly
announced. NewStar entered into confidentiality agreements with 22 of those parties (including Party B), which were
provided access to additional information, including access to a virtual data room.

Our board met on a weekly basis during the go-shop period, with members of senior management and representatives
of Credit Suisse, Houlihan Lokey and Simpson Thacher participating in the meetings, to discuss the status of the
go-shop process.

On November 2, 2017, the House Ways and Means Committee released the Tax Bill, which, due to a provision that
would eliminate the ability to carryback NOLs arising in tax years beginning after 2017, would result in holders of the
contingent value rights not being entitled to any payments thereunder if the closing of the asset sale were to occur in
2018 and the Tax Bill is enacted in its current form (as described in further detail in ~ Recent Developments Potentially
Affecting the Contingent Value Rights ). Following release of the Tax Bill, over the course of the next several days,
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Conway provided the other directors (excluding Mr. Thornburgh) an update regarding these matters.
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On November 3, 2017, at the request of Party B, NewStar and Party B had a call to address questions from Party B
regarding its due diligence review of NewStar.

On November 9, 2017, NewStar filed the preliminary proxy statement that included disclosure regarding the potential
impact of the Tax Bill on the contingent value rights. Later that day, the Senate Committee on Finance released its
version of the Tax Bill, which has a comparable provision that would eliminate the ability to carryback net operating
losses arising in tax years beginning after 2017, subject to limited exceptions not relevant to the contingent value
rights (as described in further detail in Recent Developments Potentially Affecting the Contingent Value Rights ).

On November 15, 2017, our board met, with members of senior management and representatives of Credit Suisse,
Houlihan Lokey and Simpson Thacher participating in the meeting. Credit Suisse and Houlihan Lokey provided our
board with an update on the go-shop process, which had not resulted in any alternative acquisition proposals from any
of the parties solicited (including from Party B) or that had made unsolicited inquiries, and noted that certain of the
parties had expressed varying reasons for declining to pursue a potential transaction with NewStar that included,
among other things, the size of NewStar s investment portfolio, misalignment with their current strategy, the implied
valuation for the investment portfolio required to exceed the merger consideration to be paid by First Eagle and the
inability to pay a premium to the merger consideration. The board also discussed possible steps to mitigate any
potential adverse impact from the Tax Bill, including trying to accelerate the proxy statement mailing to ensure the
special stockholders meeting is held before year-end.

At 12:01 a.m. (New York time) on November 16, 2017, the go-shop period ended. NewStar did not receive any
acquisition proposals during the go-shop period.

On November 16, 2017, the Tax Bill proposed by the House Ways and Means Committee passed in the U.S. House of
Representatives.

On November 17, 2017, Mr. Conway informed representatives of First Eagle and GSO of the results of the go-shop
process, as required by the merger agreement and asset purchase agreement, and indicated that NewStar, together with
its accounting advisors, was evaluating potential strategies to mitigate the potential impact of the Tax Bill.

On November 20, 2017, our board met, with members of senior management and representatives of Credit Suisse,
Houlihan Lokey and Simpson Thacher participating in the meeting, to discuss the potential impact of the Tax Bill on
NewStar in the event the transactions with First Eagle and the Asset Buyer do not close by year-end, including the
potential effects of the Tax Bill, if enacted, on NewStar s operations.

Recommendation of the NewStar Board and Its Reasons for the Transactions; Fairness of the Transactions

At a meeting of the board held on October 16, 2017, the board approved the merger agreement and the asset purchase
agreement by a unanimous vote of the directors present (with Mr. Thornburgh having been recused from the meeting

as described above), and the board recommends that stockholders vote  FOR the merger proposal and FOR the asset

sale proposal.

Our board has, by the unanimous vote of all directors voting:

determined that the merger agreement and the asset purchase agreement and the transactions contemplated
by such agreements are advisable and in the best interests of NewStar and its stockholders;
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adopted resolutions approving the merger agreement and the asset purchase agreement and the transactions
contemplated by such agreements and declared the advisability of the merger agreement and the asset
purchase agreement and the transactions contemplated by such agreements; and

resolved to recommend that the stockholders of NewStar adopt the merger agreement on the terms and
subject to the conditions set forth in the merger agreement and approve the transactions contemplated by the
asset purchase agreement on the terms and subject to the conditions set forth in the asset purchase agreement
and directed that such matters be submitted to NewStar s stockholders at the special meeting for their
approval.
In reaching its decision, the board evaluated the merger and the asset sale in consultation with NewStar s senior
management and its financial, tax and legal advisors, and, at its October 16, 2017 meeting and at other meetings at
which it considered the proposed transactions, the board considered a number of factors.

The reasons considered by the board in favor of the merger proposal and the asset sale proposal included the following
(not necessarily in order of relative importance):

the merger consideration to be received by the NewStar stockholders of (i) $11.44 per share in upfront cash
and (ii) one contingent value right, which was estimated to be worth an additional $0.88 to $1.00 per share;

the total merger consideration was estimated at $12.32 to $12.44 per share, which represented a premium of
10.4% to 11.5% over NewStar s three-month volume weighted average price of $11.16 per share as of
October 16, 2017, the last trading day before the transaction announcement;

the current and historical market prices for NewStar s common stock, including those set forth in the table
under  Market Price of Common Stock and Dividends beginning on page [ ] of this proxy statement;

the fact that a significant portion of the merger consideration would be paid in cash at the closing, which
provides certainty and immediate liquidity and value to NewStar s stockholders, enabling NewStar s
stockholders to realize value that has been created at NewStar while eliminating long-term business and
execution risk;

the potential risks and uncertainties facing NewStar s stockholders associated with possible strategic
alternatives to the merger and asset sale (including remaining independent and continuing with its existing or
a modified business plan), and the timing and likelihood of accomplishing such alternatives;

NewsStar s extended efforts over the past four years to find a buyer for the company, which did not produce
any buyer at a price equal to that provided by the GSO / First Eagle transaction offers, as well as NewStar s
discussions with a variety of other parties regarding possible alternative transactions and its consideration of
numerous strategic alternatives, including going private or reorganizing as a publicly traded partnership,
none of which resulted in an actionable alternative (all as further described in ~ Background of the
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Transactions beginning on page [ ] of this proxy statement);

the fact that until the no-shop period start date, NewStar would have the right to solicit proposals or offers
that constitute, or could reasonably be expected to lead to, an acquisition proposal and engage in discussions
or negotiations with any person with respect to such proposals or offers (as further described in The Merger
Agreement and the Asset Purchase Agreement Merger Agreement Go-Shop; No Solicitation beginning on
page [ ] of this proxy statement);

the fact that, under certain circumstances, NewStar would have the right to engage in negotiations or
discussions following the no-shop period start date with any person that makes an acquisition proposal to
NewStar (as further described in The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Go-Shop; No Solicitation beginning on page [ ] of this proxy statement);

the right of NewStar to terminate the merger agreement and asset purchase agreement to accept a superior
proposal subject to the payment of a termination fee of either $10 million or $15 million in
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certain circumstances (as further described in The Merger Agreement and the Asset Purchase
Agreement Merger Agreement Go-Shop; No Solicitation beginning on page [ ] of this proxy statement);

the right of the board under certain circumstances to change its recommendation that
NewsStar s stockholders vote to approve the merger proposal and the asset sale proposal (as
further described in The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Change of Recommendation beginning on page [ ] of this proxy statement);

the financial presentation and opinion of Credit Suisse, dated October 16, 2017, to the board as to the
fairness, from a financial point of view and as of the date of such opinion, of the merger consideration to be
received by holders of NewStar common stock (other than excluded holders and their respective affiliates)
pursuant to the merger agreement, which opinion was based on and subject to the assumptions made,
procedures followed, matters considered and limitations and qualifications on the review undertaken;

the financial analysis reviewed by Houlihan Lokey with the board as well as the oral opinion of Houlihan
Lokey rendered to the board on October 16, 2017 (which was subsequently confirmed in writing by delivery
of Houlihan Lokey s written opinion addressed to the board dated October 16, 2017), as to, as of such date,
the fairness, from a financial point of view, to the holders of NewStar common stock other than the excluded
holders (as defined in such opinion) of the merger consideration to be received by such holders (other than
the excluded holders) pursuant to the merger agreement in connection with the transaction (as defined in
such opinion);

the likelihood that the merger and asset sale would be completed;

the business reputation and capabilities of GSO and First Eagle;

the fact that stockholders who do not vote to adopt the merger agreement and who comply with the
requirements of the DGCL will have the right to demand appraisal of the fair value of their shares under the
DGCL;

the board discussed other potential transactions leading up to the transactions with First Eagle and GSO, as
described in  Special Factors Background of the Transactions , and directed management to pursue exploratory
discussions with various parties, but none of those discussions led to a formal indication of interest or a

proposal for the board to consider;

in respect of the proposal from Party B, as described in further detail in the paragraphs beneath these bullets,
the board s view was that the timing and likelihood of receiving a definitive offer was uncertain at best, given
among other things:
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Party B s decision to not submit any offer subsequent to its preliminary, non-binding indication of
interest of $12.00 per share provided on July 5, 2017, which indication of interest was and continued to
be subject to completion of Party B s due diligence review;

the fact that, after NewStar informed Party B on September 5, 2017 that it was negotiating a
transaction with another party, Party B did not initiate any further inquiries or discussions with
NewStar while NewStar, First Eagle and the Asset Buyer negotiated the terms of the merger agreement
and asset purchase agreement for over a month prior to signing on October 16, 2017; and

the fact that the merger agreement and asset purchase agreement have a go-shop provision that allowed
NewStar to contact Party B after signing the merger agreement and asset purchase agreement and the
board s determination that the termination fees under such agreements would not be a meaningful
deterrent to Party B (or any other party) proposing an alternative acquisition proposal (and, as

described in Special Factors Background of the Transactions , NewStar in fact contacted Party B during
the go-shop period and Party B signed a confidentiality agreement and conducted a limited due

diligence review of NewStar, but neither Party B nor any other party submitted an acquisition proposal
during the go-shop period or afterwards);
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the fact that the transactions with First Eagle and Asset Buyer would provide more value to NewStar s
stockholders than the transaction proposed by Party B s indication of interest regardless of whether the
transactions close in 2017 or 2018;

the fact that NewStar had not received a firm offer from any other person for the acquisition of NewStar,
despite its efforts over the years to sell the company as further described in the Background , including:

a 2013 sale process in which over 60 parties were contacted and which was reported in the press;
however, NewStar only received two preliminary indications of interest, both of which were later
withdrawn;

the lack of any proposals received in connection with the exploration of a transaction with GSO during
2016 and early 2017, despite over 20 parties being contacted to solicit their interest in investing in an
acquisition of, or acquiring, NewStar; and

the fact that Party A, after undertaking an extensive due diligence review of NewStar, determined that
it was not interested in pursuing a transaction involving NewStar; and

the fact that the merger and asset sale are each subject to approval by the affirmative vote of holders of a
majority of the outstanding shares of NewStar common stock.
The board also considered the following potentially negative factors associated with the merger and asset sale (not
necessarily in order of relative importance):

the fact that NewStar will no longer exist as an independent public company and NewStar stockholders
will forgo any future increase in NewStar s value that might result from our earnings or possible growth
as an independent company;

the fact that a portion of the merger consideration to be paid to NewStar s stockholders is based solely
on the receipt of tax refunds following the closing, a large portion of which is subject to approval by
government agencies, and both the timing and amount of such payments could be uncertain and
subject to factors outside NewStar s control;

the fact that the Asset Buyer is a newly formed entity with no assets other than the debt commitment
letters and equity commitment letters and therefore if the Asset Buyer fails to obtain sufficient
financing, the transactions will not be completed;

the fact that the debt commitment letters do not commit the lenders to provide a minimum level of debt
financing; instead, the amount of debt available to the Asset Buyer will depend on the valuation of the
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loans and investments being acquired by the Asset Buyer ascribed to such assets by Wells Fargo in
accordance with the terms of the debt commitment letters;

the fact that while GSO and Blackstone-affiliated funds and entities are committing $175 million, the
remainder of the equity financing is to be provided by 8 additional third party investors and the risk,
given the number of investors and the fact that they are located in multiple foreign jurisdictions, that if
the investors do not fund when required, NewStar would be unable to enforce (or enforce in a timely
manner) a sufficient amount of equity commitments to be able to close the transaction;

the fact that while NewStar would generally be entitled to a $25 million reverse termination fee if the
Asset Buyer fails to close when required (including as a result of the failure of the Asset Buyer to
obtain sufficient financing), Asset Buyer did not have those funds at signing and will only have those
funds if its investors provide such funds;

the fact that even if paid, the reverse termination fee may not fully compensate NewStar for the costs
of non-consummation in the circumstances in which it is payable;

the fact that the asset purchase agreement is subject to a closing condition allowing only $5 million of
inaccuracies in the detailed loan and investment schedules and the fact that there can be no assurance
that all other conditions to the parties obligations to consummate the merger and asset sale will be
satisfied, and, as a result, the possibility that the merger and asset sale might not be completed;
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the fact that the transaction agreements contain significant restrictions on NewStar s ability to conduct
its business prior to the closing, including limitations on originating, acquiring or selling loans, taking
actions with respect to existing loans and incurring additional indebtedness;

the possibility that termination fees payable to First Eagle and the Asset Buyer might have the effect of
discouraging alternative acquisition proposals or reducing the purchase price in such proposals;

the fact that any gains arising from the receipt of the merger consideration would generally be taxable
to NewStar s stockholders that are U.S. holders for U.S. federal income tax purposes; and

the potential of litigation in connection with the merger.
In the judgment of the board, however, these potential risks were favorably offset by the potential benefits of the
merger and asset sale, including those described above.

Since 2013 NewStar has sought on a number of occasions to sell the company or engage in strategic alternatives. As
described under Special Factors Background of the Transactions , these efforts have been in response to fundamental
changes in the lending and funding markets following the financial crisis that adversely affected NewStar s business
model and its ability to generate adequate returns on capital for its stockholders as an independent commercial finance
company. After the unsuccessful sale process in 2013 NewStar pursued other alternatives to enhance stockholder

value, including the issuance of subordinated notes and warrants to the Franklin Square funds, but despite these efforts
NewStar s return on equity and total stockholder return continued to lag the market and the board and management
determined it was in the best interests of NewStar s stockholders to resume seeking a sale of the company as the best
way to maximize stockholder value.

The transaction with GSO and First Eagle was the result of these efforts, which had not previously resulted in any
other party making a firm offer for the acquisition of NewStar. After Party B submitted preliminary, non-binding
indications of interest on June 30, 2017 and July 5, 2017 (each of which stated that as a result of Party B s substantial
industry experience it expected to be able to complete its due diligence review of NewStar and negotiate definitive
documents in three to four weeks), NewStar spent considerable efforts engaging in discussions with Party B and
assisting Party B with its due diligence review of the company. Furthermore, a letter was sent to each of Party B and
GSO and First Eagle requesting that a proposal be submitted by August 23rd. While GSO and First Eagle submitted a
proposal at that time, Party B did not, despite ongoing efforts by NewStar with the assistance of its advisors to
encourage Party B to submit a proposal.

Instead, several days after the bid deadline, Party B sent a letter indicating that it was not in a position to submit a
proposal at that time, despite the fact that it had submitted its initial indication of interest almost two months before,
on June 30th. GSO and First Eagle submitted a revised proposal on August 28, which proposal was conditioned on
NewStar negotiating exclusively with GSO and First Eagle. The board approved granting GSO and First Eagle
exclusivity only following further negotiation with such parties and obtaining their agreement on key deal terms as
described under Special Factors Background of the Transactions , including the fact that there would be a go-shop
process in the definitive agreement which would permit NewStar to contact Party B. In addition, the board considered
the fact that Party B still had not made a proposal, the fact that the proposal from GSO and First Eagle was
conditioned on receiving exclusivity and the judgment of the board and management that the GSO and First Eagle
proposal was likely to lead to the signing of definitive transaction agreements on the terms proposed. Accordingly, the
board directed NewStar to enter into an agreement providing for a limited period of exclusivity.
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After Party B was informed on September 5, 2017 that NewStar was negotiating a transaction with another party,
Party B did not initiate any further inquiries or discussions with NewStar while NewStar, First Eagle and the Asset
Buyer negotiated the terms of the merger agreement and asset purchase agreement for over a month prior to signing
the merger agreement and asset purchase agreement on October 16, 2017. Furthermore, despite Party B indicating that
it would be in a position to complete its due diligence review and submit a proposal in a few weeks, Party B never
submitted a proposal subsequent to its August 25 letter. In addition, Party B did not submit a proposal after being
contacted in the go-shop period, signing a new confidentiality agreement, being provided access to the virtual data
room and having access to NewStar s management to address questions from Party B regarding its due diligence
review.
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Neither the merger proposal nor the asset sale proposal require the approval of at least a majority of unaffiliated
stockholders, nor did the independent directors on the board retain an unaffiliated representative to act on behalf of
NewStar s unaffiliated stockholders for purposes of negotiating the terms of the merger agreement and asset purchase
agreement or preparing a report concerning the fairness of such agreements and the transactions contemplated thereby.
Nevertheless, the board believes that sufficient procedural safeguards were and are present to ensure the fairness of the
merger and asset sale and to permit the board to represent effectively the interests of NewStar s unaffiliated
stockholders based upon the following factors:

the fact that the board (excluding Mr. Thornburgh, who was recused from all board meetings and

deliberations regarding the transactions and consideration of other strategic alternatives, including during the
go-shop process, and apart from Mr. Conway, our Chief Executive Officer) consists of five independent and
disinterested directors of NewStar who are not affiliated with any of Corsair, First Eagle, GSO or

Blackstone, are not employees of NewStar or any of its affiliates and have no financial interest in the merger
different from, or in addition to the interests of NewStar s unaffiliated stockholders other than their interests
described under  Interests of NewStar s Directors and Executive Officers in the Transactions beginning on

page [ [;

the fact that almost 85% of NewStar s stock is owned by investors unaffiliated with either Corsair or
management of NewStar, including an investor with an ownership interest as large as Corsair s and four other
investors each having, individually, a more than 5% ownership interest in NewStar;

the fact that, with the assistance of its financial and legal advisors, and at the direction of the board

(excluding Mr. Thornburgh), NewStar conducted vigorous negotiations with First Eagle and GSO, which,
among other matters, resulted in (i) a go-shop process being permitted under the merger agreement and asset
purchase agreement, (ii) a buyer termination fee of 5% of the transaction equity value, which fee is held in a
deposit account subject to a control agreement with NewStar, (iii) the NewStar stockholders being entitled to
promptly receive 30% of any applicable tax refund under the contingent value right promptly upon NewStar s
receipt of such refund, even if still subject to audit by the IRS, and (iv) the lack of a closing condition

relating to the number of stockholders making appraisal demands;

the fact that NewStar has solicited interest for a transaction providing for the acquisition of NewStar from
multiple parties since 2013 and had not received a firm offer from any person other than the Asset Buyer and
First Eagle, and that the merger agreement and asset purchase agreement expressly permitted NewStar to
conduct an unrestricted go-shop process after signing (which also did not result in the receipt of any
acquisition proposals); and

the fact that our board was aware that it had no obligation to enter into or recommend any transaction and
that the board had the authority to say no to any proposals made by First Eagle, GSO or other potential
acquirors.
The foregoing discussion is not intended to be exhaustive, but NewStar believes it addresses the material information
and factors considered by the board in its consideration of the merger and asset sale, including factors that may
support the merger, as well as factors that may weigh against it. In view of the variety of factors and the amount of
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information considered, the board did not find it practicable to quantify or otherwise assign relative weights to and did
not make specific assessments of the factors considered in reaching its determination, and individual members of the
board may have given different weights to different factors. The board did not reach any specific conclusion with
respect to any of the factors or reasons considered.

The above factors are not presented in any order of priority. This explanation of the factors and reasoning set forth
above contained forward-looking statements and should be read in conjunction with the section of this proxy
statement/prospectus entitled Cautionary Statement Concerning Forward-Looking Statements .

In the course of the board reaching its decisions described above, the board did not consider the liquidation value of
NewStar because it considered NewStar (and its asset manager platform) to be a viable, going concern, and liquidation

sales generally result in proceeds substantially less than sales of going concerns and, as described above in
Background of the Transactions beginning on page [ ] of this proxy statement, the board had
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determined that selling assets and distributing proceeds to its stockholders over time after all outstanding liabilities
were satisfied was not a viable transaction alternative.

Purpose and Reasons of NewStar for the Transactions

As discussed above, our board and management determined previously that a sale of the company was likely the best
way to maximize stockholder value, and after exploring alternatives over an extended period determined that the
transactions with GSO and First Eagle are the strategic alternative that provides the highest value reasonably available
at this time. This determination was based on the analyses, determinations and conclusions of the board described in
detail above under = Recommendation of the NewStar Board and Its Reasons for the Transactions; Fairness of the
Transactions beginning on page [ ] of this proxy statement.

Primary Benefits and Detriments of the Transactions
Benefits and Detriments to NewStar s Unaffiliated Stockholders

The primary benefits of the merger and asset sale to NewStar s unaffiliated stockholders will be their right to receive a
cash payment of $11.44 and one contingent value right for each share of NewStar common stock. Additionally, after
the merger, such stockholders will not be subject to the risk associated with ownership of NewStar common stock,
including any possible decrease in NewStar s future earnings, growth or value.

The primary detriments of the merger to our stockholders are the lack of interest of such stockholders in any potential
future earnings, growth or value that may be realized by NewStar after the merger. Additionally, the receipt of cash
and a contingent value rights in exchange for shares of NewStar common stock pursuant to the merger generally will
be a taxable transaction for U.S. federal income tax purposes to our stockholders who are U.S. holders. See =~ Material
U.S. Federal Income Tax Consequences of the Merger beginning on page [ ] of this proxy statement.

Benefits and Detriments to NewStar, First Eagle and Corsair

Following the merger, First Eagle will indirectly own all of the outstanding NewStar shares. Accordingly, the primary
benefits of the merger and asset sale to NewStar, First Eagle and Corsair are the following:

If NewStar and First Eagle successfully execute the business strategy for NewStar to become an investment
manager of third-party credit assets for institutional and retail investors, the value of First Eagle s investment
in NewStar (and indirectly, Corsair s investment in First Eagle) could increase because of possible increases
in future earnings, revenues and cash flow, increases in the underlying value of NewStar or the payment of
distributions that would accrue to First Eagle and Corsair.

NewStar will be relieved of the burdens on companies having publicly traded equity securities, including the
pressure to meet analyst forecasts and investor expectations, which may result in decisions to attempt to
produce better short-term results, but which may not over the long-term lead to a maximization of
stockholder value.
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Registration of NewStar s shares under the Exchange Act will be terminated, which will reduce its legal and
other costs related to complying with certain filing and reporting obligations that the federal securities laws
impose on public companies. First Eagle and Corsair will benefit from any such cost savings realized by
NewStar after it becomes a private company.

Any losses recognized upon the closing of the asset sale that do not result in tax refunds for NewStar will be

allowed under applicable income tax law to be carried forward and offset taxable income that may be

generated following the closing by NewStar or First Eagle. While such net operating loss carryforwards

would be subject to limitations including the amount that can be used each year, the Tax Bill (as further

described in  Recent Developments Potentially Affecting the Contingent Value Rights ) would permit

carryforwards to be used in perpetuity (and not subject to the current 20 year limit on such carryforwards).
The primary detriments of the merger and asset sale to NewStar, First Eagle and Corsair are the following:

The risk of any possible decrease in the earnings, revenues and cash flow, growth or the value of NewStar

following the merger will be borne by First Eagle and, indirectly, Corsair.
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Following the merger, there will be no trading market for shares of NewStar stock.

The risk that potential benefits sought as a result of the merger may not be realized.
Position of First Eagle as to the Fairness of the Merger

Under the SEC rules governing going-private transactions, the First Eagle Filing Persons may be deemed to be
affiliates of NewStar, and, therefore, they are required to express their beliefs as to the fairness of the merger to
NewStar s unaffiliated security holders, as defined under Rule 13e-3 of the Exchange Act. The First Eagle Filing
Persons are making the statements included in this section solely for the purpose of complying with the requirements
of Rule 13e-3 and the related rules under the Exchange Act. The views of each of the First Eagle Filing Persons
should not be construed as a recommendation to any NewStar stockholder as to how that stockholder should vote on
the proposal to adopt the merger agreement.

The First Eagle Filing Persons attempted to negotiate with the NewStar board the terms of a transaction that would be
most favorable to the First Eagle Filing Persons, and not necessarily to NewStar s unaffiliated stockholders, and,
accordingly, the First Eagle Filing Persons did not negotiate the merger agreement with a goal of obtaining terms that
were fair to such unaffiliated stockholders. The First Eagle Filing Persons did not participate in the deliberations of the
NewsStar board regarding, or receive advice from NewStar s legal or financial advisors as to, the substantive or
procedural fairness of the merger to NewStar s unaffiliated stockholders. The First Eagle Filing Persons have not
performed, or engaged a financial advisor to perform, any valuation or other analysis for the purposes of assessing the
fairness of the merger to NewStar s unaffiliated stockholders.

Based on their knowledge and an evaluation of available information regarding NewStar, as well as discussions with
NewsStar regarding its business and the factors considered by, and the analysis and resulting conclusions of, the

NewsStar board with respect to the merger as discussed in this proxy statement under the heading = Recommendation of
the NewStar Board and Its Reasons for the Transactions; Fairness of the Transactions beginning on page [ ] (which
analysis and resulting conclusions with respect to the merger the First Eagle Filing Persons adopt), the First Eagle

Filing Persons believe that the merger is substantively and procedurally fair to NewStar s unaffiliated stockholders. In
particular, the First Eagle Filing Persons believe that the merger is both substantively and procedurally fair to

NewStar s unaffiliated stockholders based on their consideration of the following factors, among others, which are not
listed in any relative order of importance:

the fact that the NewStar board includes five independent and disinterested directors of NewStar who are not
affiliated with any of Corsair, First Eagle, GSO or Blackstone, are not employees of NewStar or any of its
affiliates and have no financial interest in the merger different from, or in addition to the interests of,

NewsStar s unaffiliated stockholders other than their interests described under  Interests of NewStar s Directors
and Executive Officers in the Transactions beginning on page [ |;

the fact that the NewStar board determined, by the unanimous vote of all members of the board (other than
Mr. Thornburgh, who did not participate in such determination), that the transactions contemplated by the
merger agreement, including the merger, are fair to, and in the best interests of, NewStar s unaffiliated
stockholders;
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the fact that the Corsair Filing Persons did not participate in First Eagle s negotiations with NewStar with
respect to the merger, and the Corsair designees on the First Eagle board of directors did not participate in
any board deliberations of First Eagle relating to the merger;

the historical market prices of NewStar s common stock as compared to the merger consideration, and
NewStar s return on equity as compared to the industry;

the fact that the per share merger consideration to be received by the NewStar stockholders of (i) $11.44 in
upfront cash and (ii) one contingent value right, and the other terms and conditions of the merger agreement,
resulted from vigorous negotiations between First Eagle with the assistance of its advisors, on the one hand,
and NewStar with the assistance of its advisors, on the other hand;

the fact that a significant portion of the merger consideration would be paid in cash at closing, which
provides certainty and immediate liquidity and value to NewStar s stockholders, enabling NewStar s
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stockholders to realize value that has been created at NewStar while eliminating long-term business and
execution risk;

notwithstanding that the opinions of Credit Suisse and Houlihan Lokey were provided for the information
and assistance of the NewStar board and none of the First Eagle Filing Persons is entitled to, and did not,
rely on such opinions, the fact that the NewStar board received opinions from Credit Suisse and Houlihan
Lokey, each dated October 16, 2017, as to the fairness, from a financial point of view and as of the date of
such opinion, of the merger consideration to be received by holders of NewStar common stock (other than
excluded holders (as defined in such opinions) and their respective affiliates) pursuant to the merger
agreement;

the fact that all stockholders of NewStar, including the Corsair Filing Persons that beneficially own shares of
NewStar common stock, will receive the same consideration in the merger;

NewsStar s efforts to find a buyer for the company, which did not produce any buyer at a price equal to that
provided by the GSO / First Eagle transaction offers, as well as NewStar s discussions with a variety of other
parties regarding possible alternative transactions and its consideration of numerous strategic alternatives,
none of which resulted in an actionable alternative (all as further described in ~ Background of the
Transactions beginning on page [ ] of this proxy statement);

the fact that until the no-shop period start date, NewStar had the right to solicit proposals or offers that
constitute, or could reasonably be expected to lead to, an acquisition proposal and engage in discussions or
negotiations with any person with respect to such proposals or offers (as further described in The Merger
Agreement and the Asset Purchase Agreement Merger Agreement Go-Shop; No Solicitation beginning on
page [ ] of this proxy statement), and the fact that such solicitation activities did not result in the receipt of
any acquisition proposals;

the fact that, under certain circumstances, NewStar may engage in negotiations or discussions following the
no-shop period start date with any person that makes an acquisition proposal to NewStar (as further
described in The Merger Agreement and the Asset Purchase Agreement Merger Agreement Go-Shop; No
Solicitation beginning on page [ ] of this proxy statement);

the fact that NewStar may terminate the merger agreement and asset purchase agreement to accept a superior
proposal subject to the payment of a termination fee of either $10 million or $15 million in certain
circumstances (as further described in The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Go-Shop; No Solicitation beginning on page [ ] of this proxy statement);

the fact that First Eagle s obligations under the merger agreement are not subject to any financing condition;
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the fact that stockholders who do not vote to adopt the merger agreement and who comply with the
requirements of the DGCL will have the right to demand appraisal of the fair value of their shares under the
DGCL; and

the fact that the merger and asset sale are each subject to approval by the affirmative vote of holders of at

least a majority of the outstanding shares of NewStar common stock, and almost 85% of such outstanding

shares are held by unaffiliated stockholders.
In their consideration of the fairness of the merger, the First Eagle Filing Persons did not find it practicable to, and did
not, appraise the assets of NewStar to determine the liquidation value for the NewStar unaffiliated stockholders
because (i) of their belief that liquidation sales generally result in proceeds substantially less than the sales of a going
concern, (ii) of the impracticability of determining a liquidation value given the significant execution risk involved in
any breakup, (iii) they considered NewStar to be a viable going concern and (iv) subject to the asset sale, NewStar
will continue to operate its business following the merger.

While First Eagle and GSO did consider the aggregate net book value and aggregate equity carrying value of certain
investments held by NewStar as part of their determination of the consideration payable in the merger and asset sale,
the First Eagle Filing Persons did not consider the net book value of NewStar, which is an accounting
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concept, for purposes of determining the fairness of the merger consideration to NewStar s unaffiliated stockholders,
because net book value does not take into account the prospects of NewStar or trends or business risks inherent in its
industry.

The First Eagle Filing Persons also did not seek to establish a pre-merger going concern value for the NewStar
common stock to determine the fairness of the merger consideration to NewStar s unaffiliated stockholders. The First
Eagle Filing Persons believe that the trading price of the common stock at any given time represents the best available
indicator of NewStar s going concern value at the time, so long as the trading price at that time is not impacted by
speculation regarding the likelihood of a potential transaction. To the extent the pre-merger going concern value was
reflected in the price of the NewStar common stock prior to the announcement of the merger, the merger consideration
per share of common stock represented a premium to the going concern value of NewStar.

None of the First Eagle Filing Persons was aware of, and thus did not consider in its fairness determination, any firm
offers during the prior two years by any person for (i) the merger or consolidation of NewStar with or into another
company, (ii) the sale or transfer of all or a substantial part of NewStar s assets, or (iii) the purchase of NewStar s
securities that would enable the holder to exercise control of NewStar.

The foregoing is a summary of the information and factors considered by the First Eagle Filing Persons in connection
with their evaluation of the fairness of the merger to NewStar s unaffiliated stockholders, which is not intended to be
exhaustive but is believed to include all material factors considered by the First Eagle Filing Persons. The First Eagle
Filing Persons did not find it practicable to assign, and did not assign, quantify or otherwise attach relative weights to
the individual factors considered in reaching their conclusions as to the fairness of the merger. Rather, the First Eagle
Filing Persons made their fairness determination after considering all of the foregoing factors as a whole. The First
Eagle Filing Persons believe that these factors provide a reasonable basis for their belief that the merger is fair to
NewsStar s unaffiliated stockholders. This belief should not, however, be construed as a recommendation to any
NewStar stockholder to vote in favor of the proposal to adopt the merger agreement. None of the First Eagle Filing
Persons makes any recommendation as to how NewStar s stockholders should vote their shares of common stock on
any proposals to be voted upon at the special meeting.

Position of the Corsair Filing Persons as to Fairness of the Merger

Under the SEC rules governing going-private transactions, the Corsair Filing Persons may be deemed to be affiliates

of NewStar, and, therefore, they are required to express their beliefs as to the fairness of the merger to NewStar s
unaffiliated security holders, as defined under Rule 13e-3 of the Exchange Act. The Corsair Filing Persons are making

the statements included in this section solely for the purpose of complying with the requirements of Rule 13e-3 and

the related rules under the Exchange Act. The views of each of the Corsair Filing Persons should not be construed as a

recommendation to any NewStar stockholder as to how that stockholder should vote on the proposal to adopt the

merger agreement.

As described under the heading ~ Background of the Transactions beginning on page [ ], Mr. Richard E. Thornburgh, a
senior advisor to Corsair and a director of NewStar, did not participate in any board deliberations of NewStar relating

to the merger. None of the Corsair Filing Persons participated in the negotiations with NewStar with respect to the

merger, including the price to be paid to NewStar s stockholders in the merger. In addition, the Corsair designees on

the board of directors of First Eagle did not participate in any board deliberations of First Eagle relating to the merger.

The Corsair Filing Persons did not participate in the deliberations of the NewStar board regarding, or receive any

advice from NewStar s legal or financial advisors as to, the substantive or procedural fairness of the merger to
NewStar s unaffiliated stockholders. The Corsair Filing Persons have not performed, or engaged a financial advisor to
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perform, any valuation or other analysis for the purposes of assessing the fairness of the merger to NewStar s
unaffiliated stockholders. No financial advisor provided the Corsair Filing Persons with any analysis, opinion or
appraisal with respect to the fairness of the merger consideration to the unaffiliated stockholders.

Based on its knowledge and analysis of available information regarding NewStar, as well as the factors considered by,
and the analyses and resulting conclusions of, the NewStar board discussed under
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Recommendation of the NewStar Board and Its Reasons for the Transactions; Fairness of the Transactions beginning
on page [ ] (which analysis and resulting conclusions with respect to the merger the Corsair Filing Persons adopt), each
Corsair Filing Person believes that the merger is substantively and procedurally fair to NewStar s unaffiliated
stockholders based on its consideration of the following factors, which are not listed in any relative order of
importance:

the fact that the NewStar board includes five independent and disinterested directors of NewStar who are not
affiliated with any of Corsair, First Eagle, GSO or Blackstone, are not employees of NewStar or any of its
affiliates and have no financial interest in the merger different from, or in addition to the interests of,

NewsStar s unaffiliated stockholders other than their interests described under  Interests of NewStar s Directors
and Executive Officers in the Transactions beginning on page [ |;

the NewStar board determined, by the unanimous vote of all members of the board (other than

Mr. Thornburgh, who did not participate in such determination), that the transactions contemplated by the
merger agreement, including the merger, are fair to, and in the best interests of, NewStar s unaffiliated
stockholders;

the Corsair Filing Persons did not participate in or seek to influence the deliberative process of, or the
conclusions reached by, the NewStar board or the negotiating positions of the NewStar board;

the NewStar board had no obligation to recommend the approval and adoption of the merger agreement and
the transactions contemplated by the merger agreement, including the merger, or any other transaction;

the NewStar board was fully informed about the extent to which the interests of certain stockholders of
NewsStar who are also Corsair Filing Persons in the merger differed from those of the unaffiliated
stockholders;

the NewStar board determined that the merger agreement and the transactions contemplated thereby,
including the merger, are in the best interests of the unaffiliated stockholders;

NewStar common stock traded as low as $8.03 per share during the 52-week period prior to the
announcement of the execution of the merger agreement;

the merger consideration, other terms and conditions of the merger agreement and the transactions
contemplated by the merger agreement, including the merger, were the result of extensive negotiations over
an extended period of time between NewStar with the assistance of its advisors on the one side and GSO and
First Eagle with the assistance of their advisors on the other side;
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notwithstanding that the opinions of Credit Suisse and Houlihan Lokey were provided for the information
and assistance of the NewStar board and none of the Corsair Filing Persons are entitled to, and did not, rely
on such opinions, the fact that the board received opinions from Credit Suisse and Houlihan Lokey, each
dated October 16, 2017, as to the fairness, from a financial point of view and as of the date of such opinion,
of the merger consideration to be received by holders of NewStar common stock (other than excluded
holders (as defined in such opinions) and their respective affiliates) pursuant to the merger agreement;

the recognition of the potential disadvantages that NewStar would continue to face as an SEC-reporting
public company, including continuing to be subject to the (i) regulatory compliance costs; and

(ii) requirement to disclose a considerable amount of business information to the public, some of which
would otherwise be considered competitively sensitive and would not be disclosed by a non-reporting
company and which potentially may help NewStar s actual or potential competitors, customers, lenders and
vendors compete against NewStar or make it more difficult for NewStar to negotiate favorable terms with
them, as the case may be;

NewStar, under certain circumstances as set out in the merger agreement, is able to specifically enforce the
terms of the merger agreement; and

the merger is not conditioned on any financing being obtained by GSO or First Eagle, thus increasing the
likelihood that the merger will be consummated and the merger consideration will be paid to the unaffiliated
stockholders.
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As stated above, the Corsair Filing Persons did not participate in any board or other deliberations on either the
NewsStar or GSO / First Eagle side regarding the merger, including the price to be paid to NewStar s stockholders.
However, in accordance with the requirements of Rule 13e-3 and the related rules under the Exchange Act, the Corsair
Filings Persons hereby confirm the following:

The Corsair Filing Persons did not consider NewStar s net book value, which is defined as total assets minus
total liabilities, as a factor. The Corsair Filing Persons believe that net book value, which is an accounting
concept based on historical costs, is not a material indicator of the value of NewStar as a going concern
because it does not take into account the future prospects of NewStar, market conditions, trends in the
industry in which NewStar conducts its business or the business risks inherent in competing with other
companies in the same industry.

In its consideration of the fairness of the merger, the Corsair Filing Persons did not consider NewStar s
liquidation value to be a relevant valuation method because it considers NewStar to be a viable, going
concern business where value is derived from cash flows generated from its continuing operations and
because NewStar will continue to operate its business following the merger.

The Corsair Filing Persons did not seek to establish a pre-merger going concern value for NewStar common
stock to determine the fairness of the merger consideration to the unaffiliated stockholders. Each of the
Corsair Filing Persons believes that the trading price of the common stock at any given time represents the
best available indicator of NewStar s going concern value at the time, so long as the trading price of that time
is not impacted by speculation regarding the likelihood of a potential transaction. To the extent the
pre-merger going concern value was reflected in the pre-announcement price of NewStar common stock, the
merger consideration represented a premium to the going concern value of NewStar.

Each of the Corsair Filing Persons is not aware of, and thus did not consider in its fairness determination,
any offers or proposals made by any unaffiliated third parties with respect to (a) a merger or consolidation of
NewsStar with or into another company, (b) a sale of all or a substantial part of NewStar s assets or (c) the
purchase of the NewStar voting securities that would enable the holder to exercise control over the
Company.

The Corsair Filing Persons did not perform or receive any independent reports, opinions or appraisals from

any third party related to the merger, and thus did not consider any such reports, opinions or appraisals in

determining the substantive and procedural fairness of the merger to the unaffiliated stockholders.
The foregoing is a summary of the information and factors considered and given weight by each of the Corsair Filing
Persons in connection with its evaluation of the substantive and procedural fairness of the merger to the unaffiliated
stockholders, which is not intended to be exhaustive, but includes all material factors considered by the Corsair Filing
Persons. The Corsair Filing Persons did not find it practicable to assign, and did not assign, relative weights to the
individual factors considered in reaching their conclusion as to the substantive and procedural fairness of the merger
to the unaffiliated stockholders. Rather, its fairness determination was made after consideration of all of the foregoing
factors as a whole.
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Each of the Corsair Filing Persons believes these factors provide a reasonable basis for its belief that the merger is
substantively and procedurally fair to the unaffiliated stockholders. This belief should not, however, be construed as a
recommendation to any stockholder of NewStar to vote in favor of the proposal to adopt the merger agreement. None
of the Corsair Filing Persons makes any recommendation as to how stockholders of NewStar should vote their shares
of NewStar common stock on the proposal to adopt the merger agreement.

Purpose and Reasons of First Eagle and Corsair for the Merger
Under the SEC rules governing going-private transactions, each of the Corsair Filing Persons and First Eagle Filing

Persons may be deemed to be affiliates of NewStar, and, therefore, they are required to express their purposes and
reasons for the merger to NewStar s unaffiliated security holders, as defined under Rule 13e-3 of
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the Exchange Act. The Corsair Filing Persons and First Eagle Filing Persons are making the statements included in
this section solely for the purpose of complying with the requirements of Rule 13e-3 and the related rules under the
Exchange Act. The views of each of the Corsair Filing Persons and First Eagle Filing Persons should not be construed
as a recommendation to any NewStar stockholder as to how that stockholder should vote their shares of common
stock on any proposals to be voted upon at the special meeting.

If the merger is completed, NewStar will become an indirect, wholly owned subsidiary of First Eagle, and the

common stock of NewStar will cease to be publicly traded. For the First Eagle Filing Persons, the primary purpose of
the merger is to allow First Eagle to indirectly own equity interests in NewStar and to bear the rewards and risks of
such ownership after the merger is completed and the NewStar common stock ceases to be publicly traded. First Eagle
has been interested in expanding its investment platform to include fundamental capabilities in corporate and middle
market credit investing in order to enhance its ability to serve both institutional and retail investors through many life
cycles and market cycles. First Eagle expects that, following completion of the merger, First Eagle will be able to
expand its asset management platform by providing NewStar s credit strategies to institutional and retail investors.
First Eagle decided to undertake the merger at this time given GSO s interest in contemporaneously acquiring a
portfolio of NewStar s investment assets, which provided an opportunity for First Eagle to pursue a transaction with
NewsStar. For the Corsair Filing Persons, the primary purpose of the merger is to receive the merger consideration. In
addition to the reasons cited in the section above entitled = Recommendation of the NewStar Board and Its Reasons for
the Transactions; Fairness of the Transactions beginning on page [ ] of this proxy statement, the Corsair Filing Persons
believe that this is the appropriate time to sell NewStar in light of the fact that (a) the NewStar board has endeavored

on multiple occasions over the past four years to sell the company (or find another compelling strategic alternative)

(as described in  Background of the Transactions beginning on page [ ] of this proxy statement) and (b) the Corsair
Filing Persons believe the sale of NewStar to be the value maximizing alternative relative to the value proposition for
NewStar s stockholders as a standalone public company.

The First Eagle Filing Persons believe that structuring the merger as described in this proxy statement is preferable to
other transaction structures because it (i) will enable First Eagle to indirectly acquire all of the outstanding NewStar
common stock at the same time, (ii) will allow NewStar to cease to be a publicly registered and reporting company,
and (iii) represents an opportunity for NewStar s stockholders to receive cash for their shares of common stock. The
First Eagle Filing Persons did not consider any other alternative transaction structures or other alternative means to
accomplish the foregoing purposes, other than a potential purchase of the assets related to NewStar s asset
management platform. The NewStar board rejected the asset purchase structure and requested that First Eagle instead
develop a proposal that involved a merger or other acquisition of shares from NewStar s stockholders (as further
described in  Background of the Transactions beginning on page [ ] of this proxy statement).

Plans for NewStar After the Merger

If the merger is consummated, the First Eagle Filing Persons currently anticipate that NewStar s operations initially
will be conducted following the closing substantially in the same manner as they are currently being conducted,
except for (i) changes resulting from the consummation of the asset sale, (ii)) NewStar ceasing to be a public company
and instead being an indirect wholly owned subsidiary of First Eagle, (iii) the repayment of certain debt of NewStar in
connection with the closing, and (iv) NewStar ceasing to pay a quarterly dividend. The First Eagle Filing Persons are
currently conducting a review of NewStar and its business and operations with a view towards determining how to
improve NewStar s long-term earnings potential (including by reducing NewStar s costs and expenses related to being a
public company following the merger) as part of the First Eagle platform, and expect to complete such review
following consummation of the merger. Except as described in this proxy statement, the First Eagle Filing Persons
have advised NewStar that they do not have any current intentions, plans or proposals to cause NewStar to engage in
any of the following:
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any extraordinary corporate transaction following consummation of the merger involving NewStar s
corporate structure, business or management, such as a merger, reorganization or liquidation;

the purchase, sale or transfer of a material amount of assets of NewStar or any of its subsidiaries; or

any other material changes to NewStar s corporate structure or business.
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Following consummation of the merger, the First Eagle Filing Persons will continue to assess NewStar s assets,
corporate and capital structure, capitalization, operations, business, properties and personnel to determine what
additional changes, if any, would be desirable following the merger to enhance the business and operations of
NewStar. The First Eagle Filing Persons reserve the right to make any changes to NewStar s operations after the
consummation of the merger that they deem appropriate in light of additional evaluation and review or in light of
future developments.

Certain Effects of the Merger

The tables below set forth the direct and indirect interests in NewStar s net book value and net income of the Corsair
Filing Persons and the First Eagle Filing Persons prior to and immediately after consummation of the proposed merger
based on NewStar s net book value at December 31, 2016 and September 30, 2017, and net income for the year ended
December 31, 2016 and the nine months ended September 30, 2017. The net book value and net income numbers for
NewStar included in the tables below were derived from NewStar s financial statements and do not reflect the pro
forma effects of the asset sale.

Ownership of NewStar Prior to the Ownership of NewStar After the
Merger Merger
% Net income Net income
Ownership Net book for the year Net book for the year
at value at ended % value at ended

Dec. 31, 2016Dec. 31, 2016 Dec. 31, 2016 Ownership Dec. 31,2016 Dec. 31, 2016
(in thousands)

Corsair Filing Persons 9.96 $ 64,456 N/A 23.3 $ 150,849 N/A
First Eagle Filing Persons 100.0 $ 647,422 $ 28,224

Ownership of NewStar Prior to the Ownership of NewStar After the

Merger Merger
Net income Net income
% for the nine for the nine
Ownership Net book months Net book months
at value at ended % value at ended

Sept. 30, 201 Sept. 30, 2017 Sept. 30, 2017 Ownership Sept. 30,2017 Sept. 30, 2017
(in thousands)
Corsair Filing Persons 10.28 $ 66,365 N/A 232 $ 149,814 N/A
First Eagle Filing Persons 100.0 $ 645,752 $ 10,119
Opinions of NewStar s Financial Advisors

Opinion of Credit Suisse Securities (USA) LLC

NewStar has engaged Credit Suisse to act as a financial advisor to NewStar in connection with the proposed
transaction. In connection with this engagement, the board requested that Credit Suisse evaluate the fairness, from a
financial point of view, of the merger consideration to be received by holders of NewStar common stock (other than
excluded holders and their respective affiliates) pursuant to the merger agreement. On October 16, 2017, at a meeting
of the board held to evaluate the proposed transaction, Credit Suisse rendered an oral opinion, confirmed by delivery
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of a written opinion dated October 16, 2017, to the board to the effect that, as of that date and based on and subject to
various assumptions made, procedures followed, matters considered and limitations and qualifications on the review
undertaken, the merger consideration to be received by holders of NewStar common stock (other than excluded

holders and their respective affiliates) pursuant to the merger agreement was fair, from a financial point of view, to
such holders. For purposes of Credit Suisse s analyses and opinion, the term excluded holders refers to, collectively,
certain investors in First Eagle Investment Management, LLC, including Corsair, Bleichroeder and Blackstone, First
Eagle Investment Management, LLC, First Eagle, FE Holdco and their respective investors, and certain other parties
involved in the transaction and related transactions, and/or certain of their respective affiliates, portfolio companies,
sub-advisors, managers and/or managed or related entities, including GSO Capital Partners LP and FS Investment
Corporation.

54

Table of Contents 113



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

The full text of Credit Suisse s written opinion, dated October 16, 2017, to the board, which sets forth, among
other things, the assumptions made, procedures followed, matters considered and limitations and qualifications
on the review undertaken by Credit Suisse in connection with such opinion, is attached to this proxy statement
as Annex C and is incorporated into this proxy statement by reference in its entirety. The description of Credit
Suisse s opinion set forth in this proxy statement is qualified in its entirety by reference to the full text of Credit
Suisse s opinion. Credit Suisse s opinion was provided to the board (in its capacity as such) for its information in
connection with its evaluation of the merger consideration from a financial point of view and did not address
the asset sale or any other terms, aspects or implications of the proposed merger, the relative merits of the
transaction or related transactions as compared to alternative transactions or strategies that might be available
to NewStar or the underlying business decision of the board or NewStar to proceed with the transaction or
related transactions. Credit Suisse s opinion does not constitute advice or a recommendation to any stockholder
as to how such stockholder should vote or act on any matter relating to the proposed transaction or otherwise.

In arriving at its opinion, Credit Suisse reviewed drafts, dated October 15, 2017 and October 16, 2017, of the merger
agreement and the asset purchase agreement, respectively, and certain publicly available business and financial
information relating to NewStar. Credit Suisse also reviewed certain other information relating to NewStar provided
to or discussed with Credit Suisse by the management of NewStar, including financial forecasts and estimates relating
to NewStar prepared by the management of NewStar, which we refer to as the forecasts , as well as certain tax
information relating to NewStar provided to Credit Suisse by the management of NewStar as reviewed and discussed
by the management of NewStar with NewStar s tax advisors, including estimates and other information as to certain
potential tax attributes of NewStar, potential tax refunds anticipated to be received by NewStar as a result of, and in
connection with, the asset sale, and underlying assumptions with respect to the contingent value right, which we refer
to as the tax information , and Credit Suisse met with the management of NewStar to discuss the businesses and
prospects of NewStar. Credit Suisse also considered certain financial and stock market data of NewStar, and Credit
Suisse compared that data with similar data for companies with publicly traded equity securities in businesses Credit
Suisse deemed relevant, and Credit Suisse considered, to the extent publicly available, the financial terms of certain
other business combinations and transactions which had been effected or announced. Credit Suisse also considered
such other information, financial studies, analyses and investigations and financial, economic and market criteria
which it deemed relevant.

In connection with its review, Credit Suisse did not independently verify any of the foregoing information and Credit
Suisse assumed and relied upon such information being complete and accurate in all material respects. With respect to
the forecasts and the tax information that Credit Suisse was directed to utilize in its analyses, Credit Suisse was
advised by the management of NewStar, and Credit Suisse assumed, with NewStar s consent, that such forecasts and
tax information were reasonably prepared on bases reflecting the best currently available estimates and judgments of
such management as to the future financial performance of NewStar and the other matters covered thereby and were
appropriate for Credit Suisse s use and reliance for purposes of its analyses and opinion. With respect to the tax
information, including, without limitation, as to tax filings and potential tax refunds, Credit Suisse also assumed, with
NewStar s consent, that (i) all applicable tax filings and claims for refunds would be timely made on behalf of
NewsStar, (ii) such potential tax refunds would be received by NewStar in full in the amounts and at the times
indicated by the management of NewStar, (iii) such potential tax refunds would be paid to NewStar s stockholders in
accordance with the terms of the merger agreement in the amounts and at the times contemplated therein without
adjustment, delay or condition and (iv) the tax information regarding such tax filings, potential tax refunds, including
the amounts and timing of such potential tax refunds, and any other tax matters relevant to the contingent value right
or otherwise was consistent with the advice received by NewStar from its tax advisors. Credit Suisse expressed no
opinion as to any forecasts or tax information (including, without limitation, as to potential tax refunds or the amounts
or timing thereof) or the assumptions on which they were based. Credit Suisse relied, with NewStar s consent and
without independent verification, upon the assessments of the management of NewStar as to, among other things,
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(A) the asset sale, including with respect to the timing thereof and the assets, liabilities and financial and other terms
involved, (B) the financial and other terms associated with the contingent value right, including, without limitation,
the likelihood, amount and timing of payments pursuant to the contingent value right, (C) the potential impact on
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NewStar of certain market, competitive, cyclical and other trends in and prospects for, and governmental, regulatory
and legislative matters relating to or otherwise affecting, the lending and asset management industries and related
credit and financial markets and (D) existing and future relationships, agreements and arrangements with, and the
ability to attract, retain and/or replace, key sources of financing, employees and other commercial relationships of
NewStar. Credit Suisse assumed, with NewStar s consent, that there would be no developments with respect to any
such matters that would have an adverse effect on NewStar or the transaction or that otherwise would be meaningful
in any respect to Credit Suisse s analyses or opinion.

In connection with its opinion, Credit Suisse was not requested to make, and it did not make, an independent
evaluation or appraisal of the assets or liabilities (contingent, accrued, derivative, off-balance sheet or otherwise) of
NewsStar or any other entity, nor was Credit Suisse furnished for purposes of its analyses or opinion with any such
evaluations or appraisals, and Credit Suisse s analyses should not be construed as such. Credit Suisse is not an
appraiser or an expert in the evaluation of, nor did Credit Suisse express any view or opinion as to, any loan portfolios
or individual credit files or the adequacy or sufficiency of allowances for doubtful accounts and credit losses,
provisions for loan losses, loan loss reserves or any other similar matters. Credit Suisse was advised by the
management of NewStar and therefore Credit Suisse assumed, with NewStar s consent, that any such allowances,
provisions and reserves were in the aggregate adequate and sufficient to cover such losses. Credit Suisse also was not
requested to make, and it did not make, an evaluation of the solvency or fair value of NewStar, First Eagle Investment
Management, LLC or any other entity under any state, federal or other laws relating to bankruptcy, insolvency or
similar matters.

Credit Suisse assumed, with NewStar s consent, that, in the course of obtaining any regulatory or third-party consents,
approvals, agreements or waivers in connection with the transaction, no delay, limitation, restriction or condition,
including any divestiture requirements or amendments or modifications, would be imposed or occur that would have

an adverse effect on NewStar or the transaction or that otherwise would be meaningful in any respect to Credit Suisse s
analyses or opinion and that the transaction would be consummated on or prior to March 31, 2018 and otherwise
consummated in accordance with the terms of the merger agreement, the asset purchase agreement and related
documents and in compliance with all applicable laws, documents and other requirements without waiver,

modification or amendment of any material term, condition or agreement thereof. Representatives of NewStar advised
Credit Suisse, and Credit Suisse also assumed, with NewStar s consent, that the terms of the merger agreement and the
asset purchase agreement, when executed, would conform in all material respects to the terms reflected in the drafts
reviewed by Credit Suisse. Credit Suisse did not express any opinion with respect to accounting, tax, regulatory, legal
or similar matters and Credit Suisse assumed that NewStar had or would obtain such advice or opinions from
appropriate professional sources, and Credit Suisse relied, with NewStar s consent, upon the assessments of
representatives of NewStar as to such matters.

Credit Suisse s opinion addressed only the fairness, from a financial point of view and as of its date, of the merger
consideration (to the extent expressly specified in such opinion), without taking into account any premium or discount
for control, liquidity or otherwise, including any illiquidity discount with respect to the contingent value right or any
interest income on any undistributed portion of applicable tax refunds, and without regard to individual circumstances
of specific holders with respect to any rights or aspects which may distinguish such holders or the securities of
NewsStar held by such holders. Credit Suisse s opinion did not in any way address any other consideration to be
received in connection with the transaction or related transactions or proportionate allocation or relative fairness.
Credit Suisse s opinion also did not address the asset sale or any other terms, aspects or implications of the merger,
including, without limitation, the form or structure of the merger, the form or structure, or financial or other terms of,
the asset sale, the form of the merger consideration or any terms, aspects or implications of any sub-advisory,
investment management, servicing or other agreement, arrangement or understanding to be entered into in connection
with, related to or contemplated by the transaction, any related transactions or otherwise. In addition, Credit Suisse s
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opinion did not address the fairness of the amount or nature of, or any other aspect relating to, any compensation or
other consideration to any officers, directors, employees or stockholders of any party to the transaction or related
transactions or any related entities, or class of such persons, relative to the merger consideration or otherwise. The
issuance of Credit Suisse s opinion was approved by Credit Suisse s authorized internal committee.
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Credit Suisse s opinion was necessarily based upon information made available to Credit Suisse as of the date of Credit
Suisse s opinion and financial, economic, market and other conditions as they existed and could be evaluated on that
date. As the board was aware, the credit, financial and stock markets, the industries and markets in which NewStar
and its customers operate, and the trading prices of NewStar common stock, have experienced and continue to
experience volatility and Credit Suisse expressed no view or opinion as to any potential effects of such volatility on
NewsStar, NewStar common stock or the transaction. It should be understood that subsequent developments may affect
Credit Suisse s opinion, and Credit Suisse does not have any obligation to update, revise, reaffirm or withdraw its
opinion. Credit Suisse did not express any opinion as to the actual value of the contingent value right when issued or
actual payment amounts when received pursuant to the contingent value right or the prices at which NewStar common
stock or other securities would trade or be transferable at any time, including following consummation of the
transaction. In connection with Credit Suisse s engagement, Credit Suisse was not requested to, and it did not,
undertake a third-party solicitation process on behalf of NewStar with respect to the acquisition of all or a part of
NewStar; however, at the direction of the board, Credit Suisse was requested, following public announcement of the
transaction and as contemplated by the terms thereof, to undertake a go-shop process on behalf of NewStar to solicit
third-party indications of interest in the acquisition of NewStar. Credit Suisse s opinion did not address the relative
merits of the transaction or related transactions as compared to alternative transactions or strategies that might be
available to NewStar, nor did it address the underlying business decision of the board or NewStar to proceed with the
transaction or related transactions.

In preparing its opinion to the board, Credit Suisse performed a variety of financial and comparative analyses,
including those described below. The summary of Credit Suisse s analyses described below is not a complete
description of the analyses underlying Credit Suisse s opinion. The preparation of a fairness opinion is a complex
process involving various determinations as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances and, therefore, a financial opinion is not readily
susceptible to partial analysis or summary description. Credit Suisse arrived at its ultimate opinion based on the results
of all analyses undertaken by it and assessed as a whole and did not draw, in isolation, conclusions from or with
regard to any one factor or method of analysis. Accordingly, Credit Suisse believes that its analyses must be
considered as a whole and that selecting portions of its analyses and factors or focusing on information presented in
tabular format, without considering all analyses and factors or the narrative description of the analyses, could create a
misleading or incomplete view of the processes underlying its analyses and opinion.

In its analyses, Credit Suisse considered industry performance, general business, economic, market and financial
conditions and other matters, many of which are beyond the control of NewStar, First Eagle and the other parties
involved in the transaction and related transactions. No company, business or transaction used for comparative
purposes in Credit Suisse s analyses is identical to NewStar or the merger, and an evaluation of the results of those
analyses is not entirely mathematical. Rather, the analyses involve complex considerations and judgments concerning
financial and operating characteristics and other factors that could affect the acquisition, public trading or other values
of the companies, businesses or transactions analyzed. The estimates contained in Credit Suisse s analyses and the
ranges of valuations resulting from any particular analysis are not necessarily indicative of actual values or predictive
of future results or values, which may be significantly more or less favorable than those suggested by the analyses. In
addition, analyses relating to the value of businesses or securities do not purport to be appraisals or to reflect the prices
at which businesses or securities actually may be sold or acquired. Accordingly, the estimates used in, and the results
derived from, Credit Suisse s analyses are inherently subject to substantial uncertainty.

Credit Suisse was not requested to, and it did not, determine or recommend the merger consideration, which was
determined through negotiations among NewStar, First Eagle and certain related entities, and the decision to enter into
the merger agreement and the asset purchase agreement was solely that of the board. Credit Suisse s opinion and
financial analyses were only one of many factors considered by the board in its evaluation of the merger consideration
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the consideration payable in the transaction.
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Financial Analyses

The summary of the financial analyses described in this section entitled = Financial Analyses is a summary of the
material financial analyses reviewed by Credit Suisse with the board on October 16, 2017 in connection with Credit
Suisse s opinion. The financial analyses summarized below include information presented in tabular format. In
order to fully understand Credit Suisse s financial analyses, the tables must be read together with the text of
each summary. The tables alone do not constitute a complete description of the financial analyses. Considering
the data in the tables below without considering the full narrative description of the financial analyses,
including the methodologies and assumptions underlying the analyses, could create a misleading or incomplete
view of Credit Suisse s financial analyses. For purposes of the analyses described below, the term (i) implied CVR
value refers to implied present value ranges for the contingent value right (derived using a selected range of discount
rates of 6.0% to 10.0%), based on the tax information, including the amounts and timing of potential tax refunds
anticipated to be received by NewStar as a result of, and in connection with, the asset sale, of approximately $0.74 to
$0.91 on a per share basis assuming the transaction closes by December 31, 2017 (with the low-end of such range
reflecting NewStar management s timing assumption of the distribution of remaining proceeds of a tax refund to
NewsStar s stockholders three years from the applicable tax filing date, referred to as the three-year tax refund
distribution date , and the high-end of such range reflecting NewStar management s timing assumption of the
distribution of remaining proceeds of a tax refund to NewStar s stockholders nine months from the applicable tax filing
date, referred to as the nine-month tax refund distribution date ), and approximately $0.65 to $0.80 on a per share basis
assuming the transaction closes during the first quarter (ending March 31, 2018) of NewStar s fiscal year 2018 (with
the low-end of such range reflecting NewStar management s three-year tax refund distribution date assumption and the
high-end of such range reflecting NewStar management s nine-month tax refund distribution date assumption), (ii)
implied per share merger consideration reference ranges refers to the cash consideration of $11.44 per share and the
applicable implied CVR value and (iii) June 30, 2017 adjusted tangible book value refers to the tangible book value of
NewsStar as of June 30, 2017, based on public filings and other publicly available information, adjusted for cash used
to repurchase shares of NewStar common stock and cash proceeds received by NewStar from the exercise of NewStar
stock options during the period from July 1, 2017 through October 16, 2017 per NewStar management. The financial
analyses described below performed in connection with Credit Suisse s opinion, dated October 16, 2017, to the board
do not address the potential impact, if any, of the Tax Bill or any other changes in tax or other laws on NewStar or any
other entity or on the consideration payable in the transaction.

October 16, 2017 Financial Presentation

The financial presentation provided to the board in connection with Credit Suisse s opinion, dated October 16, 2017, to
the board, referred to as the October 16, 2017 financial presentation, included the following material financial
analyses:

Selected Public Companies Analysis. Credit Suisse reviewed certain financial and stock market information relating to
NewsStar and the following 17 selected publicly traded business development companies, which we refer to as BDCs ,
in the middle-market lending and asset management industries with business characteristics, including product mix

and loan origination capability, that Credit Suisse considered generally similar to those of NewStar, consisting of three
selected publicly traded BDCs that are internally managed, which we collectively refer to as the selected
internally-managed BDCs , and 14 selected publicly traded BDCs that are externally managed, which we collectively
refer to as the selected externally-managed BDCs and, together with the selected internally-managed BDCs, which we
refer to as the selected BDCs :
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Selected Internally-Managed BDCs Selected Externally-Managed BDCs
Hercules Capital, Inc. Apollo Investment Corporation
Main Street Capital Corporation Ares Capital Corporation
Triangle Capital Corporation BlackRock Capital Investment Corporation
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Selected Internally-Managed BDCs Selected Externally-Managed BDCs
Fifth Street Finance Corp.
FS Investment Corporation
Goldman Sachs BDC, Inc.
Golub Capital BDC, Inc.
New Mountain Finance Corporation
PennantPark Investment Corporation
Prospect Capital Corporation
Solar Capital Ltd.
TCG BDC, Inc.
TCP Capital Corp.

TPG Specialty Lending, Inc.
Credit Suisse reviewed, among other information, closing stock prices as of October 13, 2017 as a multiple of reported
tangible book value per share as of June 30, 2017. Financial data of the selected BDCs were based on public filings,
publicly available Wall Street research analysts estimates and other publicly available information. Financial data of
NewsStar was based on information relating to NewStar provided by the management of NewStar and public filings,
publicly available Wall Street research analysts estimates and other publicly available information.

Credit Suisse observed that NewStar s June 30, 2017 adjusted tangible book value per share multiple was 0.79x. The
overall low to high June 30, 2017 tangible book value per share multiples (and mean and median multiples) observed
for the selected BDCs, including the overall low to high June 30, 2017 tangible book value per share multiples (and
mean and median multiples) observed for the selected internally-managed BDCs and the selected externally-managed
BDCs, were as follows:

Selected BDCs Low High Mean  Median
June 30, 2017 tangible book value per share 0.67x 1.76x 1.05x 1.00x
Selected Internally-Managed BDCs
June 30, 2017 tangible book value per share 0.93x 1.76x 1.33x 1.29x
Selected Externally-Managed BDCs
June 30, 2017 tangible book value per share 0.67x 1.29x 0.99x 1.00x

Credit Suisse also observed, among other things, for informational purposes, the calendar year 2017 and calendar year
2018 estimated returns on average equity ( ROAE ) of NewStar and the selected BDCs based on publicly available
Wall Street research analysts mean estimates, which indicated calendar year 2017 and calendar year 2018 estimated
ROAE for NewStar of approximately 2.8% and 4.4%, respectively, and calendar year 2017 and calendar year 2018
estimated ROAE for the selected BDCs, to the extent meaningful and publicly available, of (i) in the case of calendar
year 2017 estimated ROAE, an overall range of approximately 6.9% to 12.9% (with a mean of 9.8% and a median of
10.0%) for the selected BDCs, with a calendar year 2017 estimated ROAE range of approximately 11.2% to 11.5%
(with a mean and a median of 11.3%) for the selected internally-managed BDCs and a calendar year 2017 estimated
ROAE range of approximately 6.9% to 12.9% (with a mean of 9.5% and a median of 9.4%) for the selected
externally-managed BDCs, and (ii) in the case of the calendar year 2018 estimated ROAE, an overall range of
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approximately 7.7% to 12.8% (with a mean of 9.8% and a median of 9.9%) for the selected BDCs, with a calendar
year 2018 estimated ROAE range of approximately 11.3% to 12.8% (with a mean and a median of 12.1%) for the
selected internally-managed BDCs and a calendar year 2018 estimated ROAE range of approximately 7.7% to 11.1%
(with a mean of 9.4% and a median of 9.6%) for the selected externally-managed BDCs.
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Credit Suisse then applied a selected range of June 30, 2017 tangible book value multiples of 0.70x to 0.90x derived
from the selected BDCs to the June 30, 2017 adjusted tangible book value of NewStar. Approximate implied per share
equity values for NewStar derived from such selected range of June 30, 2017 tangible book value multiples were
calculated as total implied equity value divided by the total number of fully diluted shares of NewStar common stock
estimated by the management of NewStar to be outstanding as of October 16, 2017. This analysis indicated the
following approximate implied per share equity value reference range for NewStar, as compared to the implied per
share merger consideration reference ranges:

Implied Per Share Equity Value
Implied Per Share Merger
Reference Range Consideration Reference Ranges Based on:
Assumed Closing

Assumed Closing During First Quarter
by 12/31/17 of FY2018
$10.49 $13.28 $12.18 $12.35 $12.09 $12.24

Selected Precedent Transactions Analysis. Credit Suisse reviewed publicly available financial information relating to
the following two selected transactions involving target BDCs in the middle-market lending and asset management
industries with business characteristics that Credit Suisse considered generally similar to those of NewStar, which we
collectively refer to as the selected transactions :

Announcement Date Acquiror Target
10/3/16 CION Investment Corporation Credit Suisse Park View BDC, Inc.
5/23/16 Ares Capital Corporation/American Capital American Capital, Ltd.

Agency Corp.

Credit Suisse reviewed, among other information, transaction values in the selected transactions, based on the
purchase prices paid in the selected transactions, as a multiple of the target company s latest reported tangible book
value prior to the announcement date of the relevant transaction. Financial data (pro forma, in the case of the CION
Investment Corporation/Credit Suisse Park View BDC, Inc. transaction, for the assignment of certain assets from
CION Investment Corporation to Credit Suisse Park View BDC, Inc. post-closing) of the selected transactions were
based on public filings and other publicly available information. Financial data of NewStar was based on information
relating to NewStar provided by the management of NewStar and public filings and other publicly available
information.

Credit Suisse noted, for informational purposes, an additional transaction involving a target BDC in the middle-market
lending and asset management industries, the Pennant Park Floating Rate Capital Ltd./MCG Capital Corporation
transaction announced on April 29, 2015, which indicated an implied latest reported tangible book value multiple paid
in such transaction of 0.99x; however, given MCG Capital Corporation s high concentration of cash (relative to total
assets) resulting from the liquidation of its business, Credit Suisse viewed such company and implied tangible book
value multiple as not meaningful for purposes of analysis.

Credit Suisse observed that NewStar s June 30, 2017 adjusted tangible book value per share multiple was 0.79x. The
overall low to high latest reported tangible book value multiples (and mean and median multiples) observed for the
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selected transactions were as follows:

Selected Transactions Low High Mean  Median

Latest reported tangible book value 0.89x 0.94x 0.92x 0.92x
Credit Suisse then applied a selected range of latest reported tangible book value multiples derived from the selected
transactions of 0.80x to 0.90x to the June 30, 2017 adjusted tangible book value of NewStar. Approximate implied per
share equity values for NewStar derived from such range of selected latest reported tangible book value multiples
were calculated as total implied equity value divided by the total number of fully diluted shares of NewStar common
stock estimated by the management of NewStar to be outstanding as of
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October 16, 2017. This analysis indicated the following approximate implied per share equity value reference range
for NewStar, as compared to the implied per share merger consideration reference ranges:

Implied Per Share Equity Value
Implied Per Share Merger
Reference Range Consideration Reference Ranges Based on:
Assumed Closing

Assumed Closing During First Quarter
by 12/31/17 of FY2018
$11.99 $13.28 $12.18 $12.35 $12.09 $12.24

Dividend Discount Analysis. Credit Suisse performed a dividend discount analysis of NewStar to calculate the
estimated present value of the distributed cash flows that NewStar was forecasted to generate during the last two
quarters of NewStar s fiscal year ending December 31, 2017 through the full fiscal year ending December 31, 2020
based on financial forecasts and estimates relating to NewStar prepared by the management of NewStar. Credit Suisse
calculated terminal values for NewStar by applying a selected range of tangible book value multiples of 0.75x to
0.95x to NewStar s estimated tangible book value as of December 31, 2020. The present values (as of June 30, 2017)
of the distributed cash flows and terminal values were then calculated using a selected range of discount rates of 7.0%
to 10.0%. Approximate implied per share equity values for NewStar were calculated as total implied equity value
divided by the total number of fully diluted shares of NewStar common stock estimated by the management of
NewStar to be outstanding as of October 16, 2017. This analysis indicated the following approximate implied per
share equity value reference range for NewStar, as compared to the implied per share merger consideration reference
ranges:

Implied Per Share Equity Value
Implied Per Share Merger
Reference Range Consideration Reference Ranges Based on:
Assumed Closing

Assumed Closing During First Quarter
by 12/31/17 of FY2018
$10.15 $13.43 $12.18  $12.35 $12.09 $12.24

Certain Additional Information

Credit Suisse observed certain additional information that was not considered part of Credit Suisse s financial analyses
with respect to its opinion but was noted for informational purposes, including the following:

historical trading prices of NewStar common stock during the 52-week period ended October 13, 2017,
which indicated low and high intraday prices for NewStar common stock during such period of
approximately $8.03 and $12.51 per share, respectively; and
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price targets for NewStar common stock as reflected in selected publicly available Wall Street research
analysts reports, each dated August 2, 2017, which indicated an overall low to high target stock price range
of $12.00 to $14.00 per share.

Preliminary Discussion Materials

In addition to the October 16, 2017 financial presentation provided to the board in connection with Credit Suisse s
opinion, dated October 16, 2017, to the board as summarized above, Credit Suisse also provided, for informational
purposes, certain preliminary discussion materials to the board as summarized below. The preliminary financial
considerations and other information in the preliminary discussion materials reflected market data as of dates
proximate to such materials and were based on financial, economic, monetary, market and other conditions and
circumstances as in effect on, and information, including tax information relating to NewStar, made available to
Credit Suisse as of, the date of such materials. Accordingly, to the extent preliminary financial analyses or information
were included in such preliminary discussion materials, such preliminary financial analyses or information may have
differed from the October 16, 2017 financial presentation as a result of, among other things, changes in NewStar s
internal financial forecasts, estimates and assumptions, such financial, economic, monetary, market and other
conditions and circumstances and other information. Credit Suisse also continued to refine various aspects of such
preliminary financial considerations and other information. The October 16, 2017 financial presentation superseded
the preliminary discussion materials.
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None of the preliminary discussion materials constituted an opinion of, or recommendation by, Credit Suisse with
respect to a possible transaction or otherwise. Credit Suisse noted for the board that it does not provide tax advice and
that any board materials, preliminary or otherwise, that included tax information were based on tax information and
assumptions provided to or discussed with Credit Suisse by the management of NewStar and/or by NewStar
management in consultation with its tax advisors.

November 20, 2017 Preliminary Discussion Materials. The November 20, 2017 preliminary discussion
materials reflected, for illustrative purposes, the potential theoretical impact on NewStar of the Tax Cuts and
Jobs Act legislation proposed by the U.S. House of Representatives Committee on Ways and Means based
on NewStar management s financial forecasts and estimates under two hypothetical scenarios, the first of
which assumed the transaction had not been contemplated and the second of which assumed termination of
the contemplated transaction. The November 20, 2017 preliminary discussion materials included, among
other things, hypothetical sensitivities to NewStar management s financial forecasts and estimates for
NewsStar on a standalone basis, taking into account the potential theoretical effects of such proposed
legislation if enacted and certain assumptions of NewStar s management including, illustratively, a reduction
in NewStar s implied marginal corporate tax rate, a write-off by NewStar of a portion of its deferred tax
assets and a 50% dividend payout ratio on incremental net income, which indicated, in the two hypothetical
scenarios described above, that NewStar s fiscal year 2018 estimated after-tax ROAE would decrease from
approximately 4.5% to 3.7% in the first scenario and from approximately 4.5% to 1.5% in the second
scenario, NewStar s fiscal year estimated 2019 and fiscal year estimated 2020 after-tax ROAE would increase
from approximately 4.8% to 5.7% and approximately 6.0% to 7.1%, respectively, in the first scenario and
from approximately 4.8% to 5.9% and approximately 6.0% to 7.2%, respectively, in the second scenario and,
in the second scenario, that transaction-related termination costs would offset, through NewStar s fiscal year
2020 (the end of the projected period reflected in NewStar management s forecasts), the incremental net
income resulting from a reduction in NewStar s implied marginal corporate tax rate.

October 7, 2017 Preliminary Discussion Materials. The October 7, 2017 preliminary discussion materials
were substantially similar to the October 16, 2017 financial presentation and contained, among other things:

a preliminary selected public companies analysis, a preliminary selected precedent transactions
analysis and a preliminary dividend discount analysis of NewStar, which preliminary financial
analyses generally used the same methodologies and indicated the same approximate implied per share
equity value reference ranges as described above under  October 16, 2017 Financial Presentation ;

historical trading prices of NewStar common stock during the 52-week period ended October 3, 2017,
which indicated low and high intraday prices for NewStar common stock during such period of
approximately $8.03 and $11.99 per share, respectively; and

price targets for NewStar common stock as reflected in selected publicly available Wall Street research
analysts reports, each dated August 2, 2017, which indicated an overall low to high target stock price
range of $12.00 to $14.00 per share.
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August 31, 2017 Preliminary Discussion Materials. The August 31, 2017 preliminary discussion materials
included, among other things:

an update on NewStar s discussions with GSO/First Eagle Investment Management, LLC and an
overview of the indication of interest received by NewStar from GSO/First Eagle Investment
Management, LL.C and Party B s July 5, 2017 indication of interest for an acquisition of NewStar s
common stock at a price of $12.00 per share in cash (which indication of interest had not been updated
since July 5, 2017 and was referenced for informational purposes), and certain related considerations,
which overview indicated, among other things:
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in the case of Party B s $12.00 per share proposal, implied multiples for NewStar based on
NewsStar s June 30, 2017 adjusted tangible book value per share, June 30, 2017 adjusted tangible
book value per share (as further adjusted by the management of NewStar to account for NewStar s
intangible assets, capitalized financing fees, unamortized debt discounts and debt repayment
costs), referred to as realizable adjusted tangible book value per share, and calendar year 2017 and
calendar year 2018 estimated earnings per share ( EPS ) of 0.80x, 0.98x, 27.9x and 17.4x,
respectively; and

in the case of the GSO/First Eagle Investment Management, LLC proposal, overall approximate
per share merger consideration ranges (as more fully described in the overview of certain
preliminary illustrative federal tax considerations below) of $12.24 to $12.40 assuming the
transaction closed by December 31, 2017 and $12.13 to $12.27 assuming the transaction closed
during the first quarter of fiscal year 2018, which implied the following ranges of multiples for
NewStar:

assuming the transaction closed by December 31, 2017, (i) June 30, 2017 adjusted tangible
book value per share multiples of 0.82x to 0.83x, (ii) June 30, 2017 realizable adjusted
tangible book value per share multiples of 1.00x to 1.02x, and (iii) calendar year 2017 and
calendar year 2018 estimated EPS multiples of 28.5x to 28.8x and 17.7x to 18.0x,
respectively, and

assuming the transaction closed during the first quarter of fiscal year 2018, (i) June 30, 2017
adjusted tangible book value per share of 0.81x to 0.82x, (ii) June 30, 2017 realizable
adjusted tangible book value per share multiples of 0.99x to 1.01x and (iii) calendar year
2017 and calendar year 2018 estimated EPS multiples of 28.2x to 28.5x and 17.6x to 17.8x,
respectively; and

an overview of certain preliminary illustrative federal tax considerations per NewStar s management in
consultation with NewStar s tax advisors relating to a sale of NewStar s loan portfolio followed by a
sale of NewStar s asset management business through a merger as outlined in GSO s/First Eagle
Investment Management, LLC s indication of interest, which, based on the proposed terms of the
contingent value right reflected in such indication of interest, including that 30% of tax refund

proceeds would be distributed to NewStar s stockholders promptly upon receipt of the tax refund, and
assumptions of NewStar s management in consultation with NewStar s tax advisors as to, among other
things, timing of closing of the transaction and timing of tax filings and refunds, indicated implied
present values (as of September 30, 2017) of such contingent value right of approximately $33.2
million to $39.8 million (or $0.80 to $0.96 on a per share basis, which implied an overall approximate
per share merger consideration range of $12.24 to $12.40) assuming the transaction closed by
December 31, 2017 and approximately $28.5 million to $34.4 million (or $0.68 to $0.83 on a per share
basis, which implied an overall approximate per share merger consideration range of $12.13 to $12.27)
assuming the transaction closed during the first quarter of fiscal year 2018, in each case utilizing a
selected range of discount rates of 7.0% to 10.0% reflecting, at the low-ends of such implied present
value ranges, NewStar management s timing assumption of the distribution of remaining proceeds of a
tax refund to NewStar s stockholders three years from the applicable tax filing date and, at the
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high-ends of such implied present value ranges, NewStar management s timing assumption of the
distribution of remaining proceeds of a tax refund to NewStar s stockholders six months from the
applicable tax filing date.

August 29, 2017 Preliminary Discussion Materials. The August 29, 2017 preliminary discussion materials
included, among other things:

an update on NewStar s discussions with GSO/First Eagle Investment Management, LLC and Party B,
including an overview of the indication of interest received by NewStar from GSO/First Eagle
Investment Management, LLC and Party B s July 5, 2017 indication of interest for an acquisition of
NewStar s common stock at a price of $12.00 per share in cash (which indication of
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interest had not been updated since July 5, 2017 and was referenced for informational purposes), and
certain related considerations, which overview indicated, among other things:

in the case of Party B s $12.00 per share proposal, the same implied multiples for NewStar based
on NewStar s June 30, 2017 adjusted tangible book value per share, June 30, 2017 realizable
adjusted tangible book value per share and calendar year 2017 and calendar year 2018 estimated
EPS as described above under  August 31, 2017 Preliminary Discussion Materials ; and

in the case of the GSO/First Eagle Investment Management, LLC proposal and based on GSO s
estimated asset values for NewStar subject to certain price adjustments, overall approximate per
share merger consideration ranges (as more fully described in the overview of certain preliminary
illustrative federal tax considerations below) of $12.53 to $12.70 assuming the transaction closed
by December 31, 2017 and $12.45 to $12.65 assuming the transaction closed during the first
quarter of fiscal year 2018, which implied the following ranges of multiples for NewStar:

assuming the transaction closed by December 31, 2017, (i) June 30, 2017 adjusted tangible
book value per share multiples of 0.84x to 0.85x, (ii) June 30, 2017 realizable adjusted
tangible book value per share multiples of 1.03x to 1.04x, and (iii) calendar year 2017 and
calendar year 2018 estimated EPS multiples of 29.2x to 29.5x and 18.2x to 18.4x,
respectively, and

assuming the transaction closed during the first quarter of fiscal year 2018, (i) June 30, 2017
adjusted tangible book value per share multiples of 0.83x to 0.84x, (ii) June 30, 2017
realizable adjusted tangible book value per share multiples of 1.02x to 1.04x and (iii)
calendar year 2017 and calendar year 2018 estimated EPS multiples of 28.9x to 29.4x and
18.0x to 18.3x, respectively; and

an overview of certain preliminary illustrative federal tax considerations per NewStar management in
consultation with NewStar s tax advisors relating to a sale of NewStar s loan portfolio followed by a
sale of NewStar s asset management business through a merger as outlined in GSO s/First Eagle
Investment Management, LLC s indication of interest, which overview generally was similar in
approach for the overview described above under  August 31, 2017 Preliminary Discussion Materials
and indicated, based on the proposed terms of the contingent value right reflected in such indication of
interest and assumptions of NewStar s management in consultation with NewStar s tax advisors,
including as to timing of closing of the transaction and timing of tax filings and refunds, implied
present values (as of June 30, 2017) of the contingent value right of approximately $29.6 million to
$38.1 million (or $0.71 to $0.91 on a per share basis, which implied an overall approximate per share
merger consideration range of $12.53 to $12.70) assuming the transaction closed by December 31,
2017 and approximately $26.0 million to $35.4 million (or $0.63 to $0.85 on a per share basis, which
implied an overall approximate per share merger consideration range of $12.45 to $12.65) assuming
the transaction closed during the first quarter of fiscal year 2018 reflecting, at the low-ends of such
implied present value ranges, NewStar management s timing assumption of the distribution of
remaining proceeds of a tax refund to NewStar s stockholders by September 30, 2021 and, at the
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high-ends of such implied present value ranges, NewStar management s timing assumption of the
distribution of remaining proceeds of a tax refund to NewStar s stockholders by December 31, 2018;

illustrative sensitivities to the per share merger consideration proposed by GSO/First Eagle Investment
Management, LL.C assuming hypothetical changes in the amount of NewStar s non-performing and
performing loans and the receipt of varying amounts (ranging from 0% to 100%) of NewStar s potential
federal tax refunds given the illiquidity and non-transferability of the contingent value rights

comprising the merger consideration, which indicated overall approximate per share merger
consideration ranges of $12.39 to $12.80 (assuming, at the low-end of such
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range, that three of NewStar s performing loans become non-performing loans and, at the high-end of
such range, that three of NewStar s non-performing loans become performing loans) and $10.28 to
$12.77 (assuming, at the low-end of such range, that 10% of NewStar s performing loans become
non-performing loans and no federal tax refunds are received by NewStar and, at the high-end of such
range, none of NewStar s performing loans become non-performing loans and 100% of NewStar s
federal tax refunds are received by NewStar); and

an illustrative timeline for a transaction with GSO/First Eagle Investment Management, LLC and Party
B and certain related considerations, including a potential go-shop process.

July 31, 2017 Preliminary Discussion Materials and Supplemental Preliminary Discussion Materials. The
July 31, 2017 preliminary discussion materials included, among other things:

an update on NewStar s discussions with GSO/First Eagle Investment Management, LLC
and Party B, including an overview of the indication of interest received by NewStar from
GSO/First Eagle Investment Management, LLC and Party B s July 5, 2017 indication of
interest for an acquisition of NewStar s common stock at a price of $12.00 per share in cash
(which overview also reflected an additional potential purchase price amount of $0.29 per
share preliminarily discussed with, but not subsequently proposed by, Party B), and certain
related considerations, which overview indicated, among other things:

in the case of an illustrative purchase price of $12.29 per share from Party B, implied multiples
for NewStar based on NewStar s March 31, 2017 book value per share (as adjusted for cash used
to repurchase shares of NewStar common stock) and calendar year 2017 and calendar year 2018
estimated EPS of 0.80x, 22.8x and 16.4x, respectively; and

in the case of the GSO/First Eagle Investment Management, LLC proposal and based on GSO s
estimated asset values for NewStar subject to certain price adjustments, (i) an overall approximate
per share merger consideration of $12.89 (based on the aggregate cash consideration reflected in
the GSO/First Eagle Investment Management, LL.C proposal before discounting to present value
and as adjusted for cash used to repurchase shares of NewStar common stock and to pay
dividends) and (ii) an overall approximate per share merger consideration (as more fully described
in the overview of certain preliminary illustrative federal tax considerations below) range of
$12.74 to $12.82 assuming the transaction closed by December 31, 2017, which implied the
following multiples for NewStar:

utilizing the approximate per share merger consideration of $12.89, (i) a March 31, 2017
book value per share (as adjusted for cash used to repurchase shares of NewStar common
stock) multiple of 0.83x and (ii) calendar year 2017 and calendar year 2018 estimated EPS
multiples of 23.9x and 17.2x, respectively, and
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assuming the transaction closed by December 31, 2017, (i) March 31, 2017 book value per
share (as adjusted for cash used to repurchase shares of NewStar common stock) multiples of
0.82x to 0.83x and (ii) calendar year 2017 and calendar year 2018 estimated EPS multiples of
23.6x to 23.7x and 17.0x to 17.1x, respectively; and

an overview of certain preliminary illustrative federal tax considerations per NewStar management in
consultation with NewStar s tax advisors relating to a sale of NewStar s loan portfolio followed by a

sale of NewStar s asset management business through a merger as outlined in GSO s/First Eagle
Investment Management, LL.C s indication of interest, which overview generally was similar to the
approaches for the overviews described above under  August 31, 2017 Preliminary Discussion

Materials and  August 29, 2017 Preliminary Discussion Materials and indicated, based on the proposed
terms of the contingent value right reflected in such indication of interest and assumptions of NewStar s
management in consultation with NewStar s tax advisors, including as to timing of closing of the
transaction and timing of tax filings and refunds, implied present values (as of June 30, 2017) of the
potential federal tax

65

Table of Contents 135



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

refunds that NewStar management estimated could be received by NewStar, as a result of, and in
connection with, such asset sale of approximately $30.8 million to $35 million (or $0.74 to $0.81 on a
per share basis, which implied an overall approximate per share merger consideration range of $12.74
to $12.82) assuming the transaction closed by December 31, 2017 reflecting, at the low-ends of such
implied present value ranges, NewStar management s timing assumption of the distribution of
remaining proceeds of a tax refund to NewStar s stockholders two years from the applicable tax filing
date and, at the high-ends of such ranges, NewStar management s timing assumption of the distribution
of remaining proceeds of a tax refund to NewStar s stockholders 12 months from the applicable tax
filing date; and

a list of certain potential strategic alternatives for NewStar, including the status quo, a sale of NewStar

or a sale of NewStar s assets, and illustrative potential acquirors of NewStar and/or its assets.
The July 31, 2017 supplemental preliminary discussion materials were substantially similar to the July 31, 2017
preliminary discussion materials and were based on the same estimates, assumptions and other information provided
by NewStar s management in consultation with NewStar s tax advisors as described above except that, in addition to
reflecting the implied present values (as of June 30, 2017) of the potential federal tax refunds that NewStar
management estimated could be received by NewStar assuming the transaction closed by December 31, 2017, such
supplemental preliminary discussion materials also reflected such implied present values assuming the transaction
closed during the first quarter of fiscal year 2018, which indicated implied present values of approximately $27.2
million to $32.0 million (or $0.65 to $0.76 on a per share basis, which implied an overall approximate per share
merger consideration range of $12.50 to $12.61).

Additionally, the overview in the July 31, 2017 supplemental preliminary discussion materials regarding the
indication of interest received by NewStar from GSO/First Eagle Investment Management, LL.C and Party B s July 5,
2017 indication of interest reflected, among other things, implied multiples for NewStar based on NewStar s March 31,
2017 book value per share (as adjusted for cash used to repurchase shares of NewStar common stock and to pay
dividends), referred to as March 31, 2017 adjusted book value per share, of 0.82x in the case of an illustrative
purchase price of $12.29 per share from Party B and, in the case of the GSO/First Eagle Investment Management,
LLC proposal, (i) 0.86x, utilizing the approximate per share merger consideration of $12.89 and (ii) 0.85x to 0.85x,
assuming the transaction closed by December 31, 2017. Such overview further indicated with respect to the GSO/First
Eagle Investment Management, LLC proposal, based on the overall approximate per share merger consideration range
of $12.50 to $12.61 assuming the transaction closed during the first quarter of fiscal year 2018, implied March 31,
2017 adjusted book value per share multiples for NewStar of 0.83x to 0.84x and calendar year 2017 and calendar year
2018 estimated EPS multiples for NewStar of 23.1x to 23.3x and 16.7x to 16.8x, respectively.

April 13, 2017 Preliminary Discussion Materials. The April 13, 2017 preliminary discussion materials
included, among other things:

an illustrative comparison of (i) NewStar s closing stock price on April 11, 2017 of $10.83 per share,
(ii) NewStar s 52-week high intraday stock price as of April 11, 2017 of $11.37 per share and (iii)
NewStar s assets other than its asset management business of $11.52 per share based on financial
forecasts and estimates relating to NewStar prepared by the management of NewStar assuming a sale
of NewStar s investment portfolio at approximately 99% of its aggregate carrying value and a sale of
certain related assets, which indicated that NewStar s market value appeared to attribute negligible
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value to NewStar s asset management business and that a sale of NewStar at illustrative hypothetical
purchase prices for NewStar common stock of $12.00 to $15.00 per share implied calendar year 2018
and calendar year 2019 EPS multiples for NewStar s asset management business of 2.0x to 16.2x and
1.2x to 10.1x, respectively, as compared to calendar year 2018 and calendar year 2019 estimated EPS
multiples for NewStar s asset management business implied by NewStar s closing stock price on April
11, 2017 which were not meaningful (less than zero), in each case based on financial forecasts and
estimates relating to NewStar s asset management business prepared by the management of NewStar;
and
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an overview of, among other things, assets under management (including the types of investment
vehicles for such assets and related management fees), and growth and profitability observed for
NewStar s asset management business and two publicly traded asset managers, Fifth Street Asset
Management Inc. ( FSAM ) and Medley Management Inc. ( Medley ), with business operations focused
primarily on external management of credit vehicles investing in debt securities, based on, in the case
of NewStar s asset management business, financial forecasts and estimates relating to NewStar s asset
management business prepared by the management of NewStar for calendar years 2017 and 2018 and,
in the case of FSAM and Medley, publicly available information, which indicated that the overall
profitability of NewStar s asset management business would generally be lower than that of FSAM and
Medley historically.

Miscellaneous

NewsStar selected Credit Suisse to act as a financial advisor to NewStar in connection with the transaction based on
Credit Suisse s qualifications, experience and reputation. Credit Suisse is an internationally recognized investment
banking firm and is regularly engaged in the valuation of businesses and securities in connection with mergers and
acquisitions, leveraged buyouts, negotiated underwritings, competitive biddings, secondary distributions of listed and
unlisted securities, private placements and valuations for corporate and other purposes.

NewsStar has agreed to pay Credit Suisse for its financial advisory services in connection with the proposed transaction
an aggregate fee currently estimated to be approximately $5 million, of which a portion was payable upon the

rendering of Credit Suisse s opinion and approximately $4 million is contingent upon consummation of the transaction.
Credit Suisse also may receive an additional fee currently estimated to be approximately $1 million, at the sole
discretion of NewStar, upon consummation of the transaction. In addition, NewStar has agreed to reimburse Credit
Suisse for its expenses, including fees and expenses of legal counsel, and to indemnify Credit Suisse and certain

related parties for certain liabilities and other items, including liabilities under the federal securities laws, arising out

of or related to its engagement.

As the board was aware, Credit Suisse and its affiliates in the past have provided, currently are providing and in the
future may provide investment banking and other financial services unrelated to the transaction to certain investors in
First Eagle Investment Management, LLC, including Corsair, Bleichroeder and Blackstone, and to certain other
parties involved in the transaction and related transactions, and/or certain of their respective affiliates, portfolio
companies, sub-advisors, managers and/or managed or related entities, including GSO Capital Partners LP and FS
Investment Corporation, for which services Credit Suisse and its affiliates have received and would expect to receive
compensation, including, during the two-year period prior to the date of Credit Suisse s opinion, having acted or acting
as (i) with respect to Bleichroeder, lead arranger, administrative agent and an underwriter for certain debt offerings of
certain portfolio companies of Bleichroeder and (ii) with respect to Blackstone, (A) financial advisor to certain
portfolio companies of Blackstone in connection with merger and acquisition transactions, (B) co-manager, lead or
joint bookrunner, joint arranger, administrative agent and/or underwriter for certain equity and debt offerings of
Blackstone and/or certain of its affiliates and portfolio companies and (C) co-manager, co-lead manager, joint lead
bookrunner, joint arranger and/or administrative agent for, and/or as a lender under or participant in, certain
securitization, currency, block trade and derivatives transactions and credit facilities of Blackstone and certain of its
portfolio companies. During the two-year period prior to the date of Credit Suisse s opinion, Credit Suisse and its
affiliates received aggregate fees for the services described in clause (i) above of approximately $2 million from
certain portfolio companies of Bleichroeder and for the services described in clause (ii) above of approximately

$95 million from Blackstone and/or certain of its related entities and portfolio companies.

As the board also was aware, one of NewStar s directors, Mr. Thornburgh, currently (i) is a member of the boards of
directors of Credit Suisse Group AG and certain of its affiliates and serves as chairman of the board of managers of
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Credit Suisse Securities (USA) LLC and (ii) serves as a senior advisor and vice chairman of Corsair Investments LLC
and as a member of its investment committee.
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Credit Suisse is a full service securities firm engaged in securities trading and brokerage activities as well as providing
investment banking and other financial services. In the ordinary course of business, Credit Suisse and its affiliates may
acquire, hold or sell, for Credit Suisse s and its affiliates own accounts and the accounts of customers, equity, debt and
other securities and financial instruments (including bank loans and other obligations) of NewStar, First Eagle
Investment Management, LL.C, the other excluded holders or any other entity that may be involved in the transaction

or related transactions and certain of their respective affiliates (and portfolio companies or managed or related entities,
as applicable), as well as provide investment banking and other financial services to such entities.

Opinion of Houlihan Lokey Capital, Inc.

On October 16, 2017, Houlihan Lokey orally rendered its opinion to the board (which was subsequently confirmed in
writing by delivery of Houlihan Lokey s written opinion addressed to the board dated October 16, 2017), as to, as of
October 16, 2017, the fairness, from a financial point of view, to the holders of common stock other than the excluded
holders (as defined in such opinion) of the merger consideration to be received by such holders (other than the
excluded holders) pursuant to the merger agreement in connection with the transaction (as defined in such opinion).

Houlihan Lokey s opinion was directed to the board (in its capacity as such) and only addressed the fairness,
from a financial point of view, to the holders of common stock of the merger consideration to be received by
such holders pursuant to the merger agreement in connection with the transaction and did not address any
other aspect or implication of the transaction or any portion or aspect of the transaction, any related
transaction or any other agreement, arrangement or understanding entered into in connection therewith or
otherwise. The summary of Houlihan Lokey s opinion in this proxy statement is qualified in its entirety by
reference to the full text of its written opinion, which is attached as Annex D to this proxy statement and
describes the procedures followed, assumptions made, qualifications and limitations on the review undertaken
and other matters considered by Houlihan Lokey in connection with the preparation of its opinion. However,
neither Houlihan Lokey s opinion nor the summary of its opinion and the related analyses set forth in this proxy
statement are intended to be, and do not constitute, advice or a recommendation to the board, any security
holder of NewStar or any other person as to how to act or vote with respect to any matter relating to the
transaction or any portion or aspect of the transaction or otherwise.

In connection with its opinion, Houlihan Lokey made such reviews, analyses and inquiries as it deemed necessary and
appropriate under the circumstances. Among other things, Houlihan Lokey:

1. reviewed a draft, dated October 15, 2017, of the merger agreement and a draft, dated October 15, 2017, of
the asset purchase agreement;

2. reviewed certain publicly available business and financial information relating to NewStar that Houlihan
Lokey deemed to be relevant;

3. reviewed certain information relating to the historical, current and future operations, financial condition and
prospects of NewStar made available to Houlihan Lokey by NewStar, including financial projections
prepared by the management of NewStar relating to NewStar for the years ending December 31, 2017
through 2020, which we refer to as the projections ;
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4. reviewed certain estimates prepared by the management of NewStar with the assistance of NewStar s tax
advisors regarding the probability, timing and amounts of the contingent payments to be paid pursuant to the
contingent value rights, which we refer to as the CVR estimates ;

5. spoke with certain members of the management of NewStar and certain of its representatives and advisors
regarding the business, operations, financial condition and prospects of NewStar, the transaction and related
matters;
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6. compared the financial and operating performance of NewStar with that of other companies with publicly
traded equity securities that Houlihan Lokey deemed to be relevant; and

7. conducted such other financial studies, analyses and inquiries and considered such other information and
factors as Houlihan Lokey deemed appropriate.

Houlihan Lokey relied upon and assumed, without independent verification, the accuracy and completeness of all
data, material and other information furnished, or otherwise made available, to it, discussed with or reviewed by it, or
publicly available, and did not assume any responsibility with respect to such data, material and other information. In
addition, Houlihan Lokey was advised, and Houlihan Lokey assumed, that (i) the projections were reasonably
prepared in good faith on bases reflecting the best currently available estimates and judgments of management of
NewsStar as to the future financial results and condition of NewStar and (ii) the CVR estimates were reasonably
prepared in good faith on basis reflecting the best currently available estimates and judgments of management of
NewsStar as to the probability, timing and amounts of the contingent payments to be paid pursuant to the contingent
value rights. Houlihan Lokey assumed that the projections and the CVR estimates provided a reasonable basis on
which to evaluate NewStar and the transaction and, with NewStar s approval, used and relied upon the projections and
the CVR estimates for purposes of its analyses and opinion. Houlihan Lokey expressed no view or opinion with
respect to the projections, the CVR estimates or the respective assumptions on which they were based. Houlihan
Lokey relied upon and assumed, without independent verification, that there had been no change in the business,
assets, liabilities, financial condition, results of operations, cash flows or prospects of NewStar since the respective
dates of the most recent financial statements and other information, financial or otherwise, provided to Houlihan
Lokey that would be material to its analyses or opinion, and that there was no information or any facts that would
make any of the information reviewed by Houlihan Lokey incomplete or misleading. With NewStar s consent,
Houlihan Lokey assumed that any adjustments to the purchase price (as defined in the asset purchase agreement) for
the purchased assets (as defined in the asset purchase agreement) pursuant to the asset purchase agreement, merger
agreement or otherwise would not be material to its analyses or opinion.

Houlihan Lokey relied upon and assumed, without independent verification, that (a) the representations and warranties
of all parties to the asset purchase agreement, the merger agreement and all other related documents and instruments
referred to in the asset purchase agreement or the merger agreement were true and correct, (b) each party to the asset
purchase agreement, the merger agreement and such other related documents and instruments would fully and timely
perform all of the covenants and agreements required to be performed by such party, (c) all conditions to the
consummation of the transaction would be satisfied without waiver thereof, and (d) the transaction would be
consummated in a timely manner in accordance with the terms described in the asset purchase agreement, the merger
agreement and such other related documents and instruments, without any amendments or modifications thereto.
Houlihan Lokey relied upon and assumed, without independent verification, that (i) the transaction would be
consummated in a manner that complies in all respects with all applicable federal and state statutes, rules and
regulations, and (ii) all governmental, regulatory, and other consents and approvals necessary for the consummation of
the transaction would be obtained and that no delay, limitations, restrictions or conditions would be imposed or
amendments, modifications or waivers made that would have an effect on the transaction or NewStar that would be
material to its analyses or opinion. In addition, Houlihan Lokey relied upon and assumed, without independent
verification, that the final forms of the asset purchase agreement and the merger agreement would not differ in any
respect from the drafts of the asset purchase agreement and the merger agreement identified above.

Furthermore, in connection with its opinion, Houlihan Lokey was not requested to, and did not, make any physical
inspection or independent appraisal of any of the assets, properties or liabilities (fixed, contingent, derivative,
off-balance-sheet or otherwise) of NewStar or any other party, including, without limitation, the loans being
transferred in the asset sale, nor was Houlihan Lokey provided with any such appraisal in connection with its opinion.
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values. NewStar advised Houlihan Lokey that, in the absence of the transaction, NewStar was not contemplating sales
of assets that would generate losses that could be used to offset past or future taxes payable on its income and, at
NewStar s direction, for purposes of its analyses and opinion, Houlihan Lokey assumed that such potential losses
would not be realized or utilized by NewStar on a standalone basis and, consequently, had no current value to
NewStar. Houlihan Lokey did not estimate, and expressed no opinion regarding, the liquidation value of any entity or
business. Houlihan Lokey did not undertake any independent analysis of any potential or actual litigation, regulatory
action, possible unasserted claims or other contingent liabilities, to which NewStar was or may have been a party or
was or may have been subject, or of any governmental investigation of any possible unasserted claims or other
contingent liabilities to which NewStar was or may have been a party or was or may have been subject. Houlihan
Lokey noted that, for purposes of its opinion, Houlihan Lokey did not rely upon a review of the publicly available
financial terms of other transactions because Houlihan Lokey did not identify a sufficient number of relevant
transactions in which Houlihan Lokey deemed the acquired companies to be sufficiently similar to NewStar.

In connection with the rendering of its opinion, Houlihan Lokey was not requested to, and did not, (a) initiate or
participate in any discussions or negotiations with, or solicit any indications of interest from, third parties with respect
to the transaction or any portion or aspect of the transaction, the securities, assets, business or operations of NewStar
or any other party, or any alternatives to the transaction or any portion or aspect of the transaction, (b) negotiate the
terms of the transaction or any portion or aspect of the transaction, (c) assist NewStar in structuring the transaction or
any portion or aspect of the transaction, or (d) advise the board, NewStar or any other party with respect to alternatives
to the transaction or any portion or aspect of the transaction.

Houlihan Lokey s opinion was necessarily based on financial, economic, market and other conditions as in effect on,
and the information made available to Houlihan Lokey as of, the date of its opinion. Houlihan Lokey did not
undertake, and was under no obligation, to update, revise, reaffirm or withdraw its opinion, or otherwise comment on
or consider events occurring or coming to its attention after the date of its opinion, including potential changes in U.S.
trade and tax laws, regulations and government policies and the enforcement thereof as were or could be proposed by
parts of the federal government. Houlihan Lokey did not express any opinion as to the price or range of prices at
which common stock could be purchased or sold, or otherwise be transferable, at any time.

Houlihan Lokey s opinion was furnished for the use of the board (in its capacity as such) in connection with its
evaluation of the transaction and may not be used for any other purpose without its prior written consent. Under the
terms of Houlihan Lokey s engagement by NewStar, NewStar agreed that Houlihan Lokey was acting as an
independent contractor and that Houlihan Lokey was not acting as an agent or fiduciary of NewStar, the security
holders or creditors of NewStar or any other person or entity in connection with its engagement. Houlihan Lokey s
opinion was not intended to be, and did not constitute, a recommendation to the board, NewStar, any security holder
or any other party as to how to act or vote with respect to any matter relating to the transaction, any portion or aspect
of the transaction or otherwise.

Houlihan Lokey s opinion only addressed the fairness, from a financial point of view, to the holders of common stock
other than the Excluded Stockholders of the merger consideration to be received by such holders (other than the
excluded stockholders) pursuant to the merger agreement in connection with the transaction and did not address any
other aspect or implication of the transaction or any portion or aspect of the transaction, any related transaction or any
agreement, arrangement or understanding entered into in connection therewith or otherwise. Houlihan Lokey was not
requested to opine as to, and its opinion did not express an opinion as to or otherwise address, among other things:

(i) the underlying business decision of the board, NewStar, its security holders or any other party to proceed with or
effect the transaction or any portion or aspect of the transaction, (ii) the terms of any arrangements, understandings,
agreements or documents related to, or the form, structure or any other portion or aspect of, the transaction, including
the form and structure of the merger consideration, or otherwise (other than the merger consideration to the extent

Table of Contents 144



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

expressly specified in the opinion), (iii) the fairness of any portion or aspect of the transaction to the holders of any
class of securities, creditors or other constituencies of NewStar, or to any other party, except if and only to the extent
expressly set forth in the last sentence of the
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opinion, (iv) the fairness of any portion or aspect of the transaction taken separately and not as a single, unitary
transaction, including, without limitation, the fairness of the purchase price for the purchased assets to be received by
NewStar in the asset sale or the fairness of the merger consideration to be received by the holders of common stock in
the merger taken separately and not as part of a single, unitary transaction, (v) the relative merits of the transaction or
any portion or aspect of the transaction, as compared to any alternative business strategies or transactions that might
have been available for NewStar or any other party, (vi) the fairness of any portion or aspect of the transaction to any
one class or group of NewStar s or any other party s security holders or other constituents vis-a-vis any other class or
group of NewStar s or such other party s security holders or other constituents (including, without limitation, the
allocation of any consideration amongst or within such classes or groups of security holders or other constituents),
(vii) whether or not NewStar, the Asset Buyer, FE Holdco, First Eagle, Merger Sub, any of their respective security
holders or any other party was receiving or paying reasonably equivalent value in the transaction, or any portion of the
transaction, (viii) the solvency, creditworthiness or fair value of NewStar, the Asset Buyer, FE Holdco, First Eagle,
Merger Sub or any other participant in the transaction, or any portion or aspect of the transaction, or any of their
respective assets, under any applicable laws relating to bankruptcy, insolvency, fraudulent conveyance or similar
matters, or (ix) the fairness, financial or otherwise, of the amount, nature or any other aspect of any compensation to
or consideration payable to or received by any officers, directors or employees of any party to the transaction, or any
portion of the transaction, any class of such persons or any other party, relative to the merger consideration or
otherwise. Furthermore, Houlihan Lokey did not express any opinion, counsel or interpretation regarding matters that
require legal, regulatory, accounting, insurance, tax or other similar professional advice. Houlihan Lokey assumed that
such opinions, counsel or interpretations had been or would be obtained from the appropriate professional sources.
Furthermore, with the consent of the board, Houlihan Lokey relied on the assessments by the board, NewStar and its
advisors, as to all legal, regulatory, accounting, insurance and tax matters with respect to NewStar, the transaction, any
portion or aspect of the transaction, or otherwise.

In preparing its opinion to the board, Houlihan Lokey performed a variety of analyses, including those described
below. The summary of Houlihan Lokey s analyses is not a complete description of the analyses underlying Houlihan
Lokey s opinion. The preparation of such an opinion is a complex process involving various quantitative and
qualitative judgments and determinations with respect to the financial, comparative and other analytical methods
employed and the adaptation and application of these methods to the unique facts and circumstances presented. As a
consequence, neither Houlihan Lokey s opinion nor its underlying analyses is readily susceptible to summary
description. Houlihan Lokey arrived at its opinion based on the results of all analyses undertaken by it and assessed as
a whole and did not draw, in isolation, conclusions from or with regard to any individual analysis, methodology or
factor. While the results of each analysis were taken into account in reaching Houlihan Lokey s overall conclusion
with respect to fairness, Houlihan Lokey did not make separate or quantifiable judgments regarding individual
analyses. Accordingly, Houlihan Lokey believes that its analyses and the following summary must be considered as a
whole and that selecting portions of its analyses, methodologies and factors, without considering all analyses,
methodologies and factors, could create a misleading or incomplete view of the processes underlying Houlihan

Lokey s analyses and opinion.

In performing its analyses, Houlihan Lokey considered general business, economic, industry and market conditions,
financial and otherwise, and other matters as they existed on, and could be evaluated as of, the date of its opinion. No
company or business used in Houlihan Lokey s analyses for comparative purposes is identical to NewStar and an
evaluation of the results of those analyses is not entirely mathematical. As a consequence, mathematical derivations
(such as the high, low, mean and median) of financial data are not by themselves meaningful and in selecting the
ranges of multiples Houlihan Lokey applied its experience and judgment. The estimates contained in the projections
and the implied reference range values indicated by Houlihan Lokey s analyses are not necessarily indicative of actual
values or predictive of future results or values, which may be significantly more or less favorable than those suggested
by the analyses. In addition, any analyses relating to the value of assets, businesses or securities do not purport to be

Table of Contents 146



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

appraisals or to reflect the prices at which businesses or securities actually may be sold, which may depend on a
variety of factors, many of which are beyond the

71

Table of Contents 147



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

control of NewStar. Much of the information used in, and accordingly the results of, Houlihan Lokey s analyses are
inherently subject to substantial uncertainty.

Houlihan Lokey s opinion was only one of many factors considered by the board in evaluating the transaction. Neither
Houlihan Lokey s opinion nor its analyses were determinative of the merger consideration or of the views of the board
with respect to the transaction or the merger consideration. The type and amount of consideration payable pursuant to
the merger agreement in connection with the transaction were determined through negotiation between NewStar and
the other parties to the transaction, and the decision to enter into the asset purchase agreement and the merger
agreement was solely that of the board and the NewStar board of directors.

Financial Analyses

The following is a summary of the material financial analyses performed by Houlihan Lokey in connection with the
preparation of its opinion and reviewed with the board on October 16, 2017. The order of the analyses does not
represent relative importance or weight given to those analyses by Houlihan Lokey. The analyses summarized below
include information presented in tabular format. The tables alone do not constitute a complete description of the
analyses. Considering the data in the tables below without considering the full narrative description of the analyses, as
well as the methodologies underlying, and the assumptions, qualifications and limitations affecting, each analysis,
could create a misleading or incomplete view of Houlihan Lokey s analyses.

For purposes of its analyses, Houlihan Lokey calculated an implied value reference range for the merger consideration
based on the upfront per share cash consideration of $11.44 per share and the implied value reference range of a
contingent value right indicated by Houlihan Lokey s financial analysis. The CVR estimates prepared and provided by
NewStar s management and approved for Houlihan Lokey s use by the board contemplated two scenarios, the
transaction closing on or prior to December 31, 2017 and the transaction closing after December 31, 2017 and on or
prior to March 31, 2018. For purposes of its analyses of the first scenario, Houlihan Lokey considered two

approaches: (a) applying discount rates ranging from 1.15% to 1.42% based on interpolated U.S. treasury rates to the
projected payment of 30% of the net tax refund to be made promptly after receipt of such refund by First Eagle as
provided in the CVR estimates and a discount rate of 5% based on, among other things, the yield on NewStar s
outstanding senior unsecured notes to the projected payment of the remainder of the net tax refund as provided in the
CVR estimates and (b) applying discount rates based on interpolated U.S. treasury rates to the projected payments as
provided in the CVR estimates and assuming that funds held in escrow following payment would accrue interest at the
applicable discount rate. For purposes of the second scenario, Houlihan Lokey also considered two approaches:

(a) applying discount rates ranging from 1.39% to 1.42% based on interpolated U.S. treasury rates to the projected
payment of 30% of the net tax refund to be made promptly after receipt of such refund by First Eagle as provided in
the CVR estimates and a discount rate of 5% based on, among other things, the yield on NewStar s outstanding senior
unsecured notes to the projected payment of the remainder of the net tax refund as provided in the CVR estimates and
(b) applying discount rates based on interpolated U.S. treasury rates to the projected payments as provided in the CVR
estimates and assuming that funds held in escrow following payment would accrue interest at the applicable discount
rate. Houlihan Lokey s analysis indicated an implied value reference range of $0.77 to $0.99 per contingent value right
which, together with the upfront per share cash consideration, indicated an implied value reference range for the
merger consideration of $12.21 to $12.43 per share of common stock.

In addition, for purposes of its analyses, Houlihan Lokey reviewed a number of financial metrics, including net

income, adjusted net income, book value and, with respect to NewStar, adjusted book value. Adjusted net income
generally refers to the amount of the relevant company s net income for a specified period, as adjusted for certain
non-recurring items. We refer to NewStar s adjusted book value as the book value of NewStar as of a specific date, as
adjusted to exclude the portion of NewStar s 8.25% Subordinated Notes recorded in equity due to the issuance of
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Unless the context indicates otherwise, equity values used in the selected companies analysis described below were
calculated using the closing price of the common stock of the selected companies listed below as of October 13, 2017,
the estimates of future financial performance of NewStar relied upon for the financial analyses described below were
based on the projections, and the estimates of the future financial performance of the selected companies listed below
were based on publicly available research analyst estimates for those companies.

Selected Companies Analysis. Houlihan Lokey reviewed certain financial data for selected companies with publicly
traded equity securities that Houlihan Lokey deemed relevant. The financial data reviewed included:

equity value as a multiple of adjusted net income for the last twelve months, which we refer to as LTM
adjusted net income ;

equity value as a multiple of estimated net income for the 2017 fiscal year, which we refer to as FY 2017E
adjusted net income ;

equity value as a multiple of estimated net income for the 2018 fiscal year, which we refer to as FY 2018E
adjusted net income ; and

equity value as a multiple of book value.
The selected companies and resulting, low, high, median and mean multiples were:

Chesswood Group Limited

CIT Group Inc.

ECN Capital Corp.

Element Fleet Management Corp.

GATX Corporation

Marlin Business Services Corp.

PacWest Bancorp
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Equity Value to
Adjusted Net Income Book
LTM FY 2017E  FY 2018E Value
Low 10.3x 10.8x 8.8x 0.88x
High 25.1x 23.4x 17.9x 2.27x
Median 13.8x 16.4x 14.5x 1.26x
Mean 15.8x 16.1x 13.7x 1.38x

Taking into account the results of the selected companies analysis, Houlihan Lokey applied selected multiple ranges

of 13.0x to 16.0x to NewStar s LTM adjusted net income, 15.0x to 18.0x to NewStar s FY 2017E adjusted net income,
13.0x to 16.0x to NewStar s FY 2018E adjusted net income, 0.80x to 0.95x to NewStar s book value and 0.80x to 0.95x
to NewStar s adjusted book value. The selected companies analysis indicated implied value reference ranges per share
of common stock of $8.50 to $10.45 based on the LTM adjusted net income multiple, $5.86 to $7.03 based on the

FY 2017E adjusted net income multiple, $9.09 to $11.18 based on the FY 2018E adjusted net income multiple, $12.40

to $14.25 based on the book value multiple and $11.43 to $13.35 based on the adjusted book value multiple, as
compared to the implied value reference range of the merger consideration of $12.21 to $12.43 per share of common
stock pursuant to the merger agreement in connection with the transaction.

Discounted Cash Flow Analysis. Houlihan Lokey performed a discounted cash flow analysis of NewStar based on the
projections. Houlihan Lokey applied a range of terminal value multiples of 13.0x to 16.0x to NewStar s estimated net

income per share for the fiscal year ending December 31, 2020 and discount rates ranging from 11.0% to 13.0%. The
discounted cash flow analysis indicated an implied value reference range per
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share of common stock of $9.58 to $12.44, as compared to the implied value reference range of the merger
consideration of $12.21 to $12.43 per share of common stock pursuant to the merger agreement in connection with the
transaction.

Other Matters

Houlihan Lokey was engaged by NewStar to act as its financial advisor in connection with the transaction and will
receive fees for its services, a substantial portion of which is contingent upon the consummation of the transaction.
The board engaged Houlihan Lokey based on Houlihan Lokey s experience and reputation. Houlihan Lokey is
regularly engaged to provide financial advisory services in connection with mergers and acquisitions, financings, and
financial restructurings. Pursuant to its engagement by NewStar, an engagement fee of $100,000 became payable to
Houlihan Lokey upon its engagement, an opinion fee of $600,000 became payable to Houlihan Lokey upon the
rendering of its opinion to the board with respect to the proposed transaction and a transaction fee of $1,000,000,
against which the engagement fee and the opinion fee are creditable to the extent previously paid, will become
payable to Houlihan Lokey upon the consummation of the transaction. In addition, pursuant to NewStar s request,
following the execution of the asset purchase agreement and the merger agreement Houlihan Lokey began assisting
NewsStar in soliciting proposals from third parties regarding a sale, merger, business combination or other similar
transaction involving NewStar or a revised transaction with First Eagle and will become entitled to an opinion fee to
be mutually agreed upon the rendering of an opinion with respect to a transaction with a third party and a transaction
fee of $1,000,000 upon the consummation of any such transaction. NewStar has also agreed to reimburse Houlihan
Lokey for certain expenses and to indemnify Houlihan Lokey and certain related parties for certain potential liabilities
and arising out of Houlihan Lokey s engagement.

In the ordinary course of business, certain of Houlihan Lokey s employees and affiliates, as well as investment funds in
which they may have financial interests or with which they may co-invest, may acquire, hold or sell, long or short
positions, or trade, in debt, equity, and other securities and financial instruments (including loans and other

obligations) of, or investments in, NewStar, the Asset Buyer, FE Holdco, First Eagle or any other party that may be
involved in the transaction or any portion or aspect of the transaction and their respective affiliates or any currency or
commodity that may be involved in the transaction or any portion or aspect of the transaction. In addition, Houlihan
Lokey understood that ORIX Corporation, a stockholder of Houlihan Lokey, and/or one or more of its affiliates, is

(1) a participant in a syndicated loan to First Eagle Investment Management, Inc., (ii) an investor in an investment

fund that is a member of the GSO Group (as defined below) and (iii) is a lender or a participant in syndicated loans to,
and is a limited partner of, one or more members of the Blackstone Group (as defined below).

As the board was aware, Houlihan Lokey and certain of its affiliates have in the past provided and are currently
providing investment banking, financial advisory and/or other financial or consulting services to NewStar, First Eagle
Investment Management, Inc. or one or more security holders or affiliates of, and/or portfolio companies of
investment funds affiliated or associated with, First Eagle Investment Management, Inc. (which we refer to
collectively, with First Eagle Investment Management, Inc., as the First Eagle Group ), and/or GSO, or one or more
security holders or affiliates of, and/or portfolio companies of investment funds affiliated or associated with, GSO
(which we refer to collectively, with GSO, as the GSO Group ), and/or Blackstone, an affiliate of First Eagle
Investment Management, Inc. and GSO, or one or more security holders or affiliates of, and/or portfolio companies of
investment funds affiliated or associated with, Blackstone (which we refer to collectively, with Blackstone, as the
Blackstone Group ) for which Houlihan Lokey and its affiliates have received, and may receive, compensation. Among
other things Houlihan Lokey has (i) acted as financial advisor to NewStar in connection with its sale of its equipment
finance business, which transaction closed in December 2016 for which financial advisory services to NewStar
Houlihan Lokey received fees of approximately $1.2 million and (ii) (A) acted as financial advisor to Seneca
Mortgage Servicing LLC, which we refer to as Seneca , a member of the GSO Group, in connection with its sale of
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mortgage servicing rights, which transaction closed in September 2017 and (B) acted as financial advisor to GSO in
connection with the sale by Seneca of certain assets, which transaction closed in August 2016, (C) acted as financial
advisor to Multi Corporation, a member of the Blackstone Group, in its sale of a majority interest in OPG
Center-Parking GmbH, which transaction closed in February 2016, (D) acted as financial advisor to a member of the
Blackstone Group, in connection with its sale of its German real estate portfolio, which occurred in 2016, (E) acted as
a co-manager for a follow-on offering of equity securities by Extended Stay America, a member of the
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Blackstone Group, in November 2015, and (F) acted as financial advisor to a creditor group, of which an affiliate of
GSO was a member, in connection with its interests as a creditor of Smile Brands Group, Inc., which representation
was completed in November 2015 for which financial advisory services to GSO, Blackstone and their affiliates
Houlihan Lokey received aggregate fees of approximately $9.6 million. Houlihan Lokey and certain of its affiliates
may provide investment banking, financial advisory and/or other financial or consulting services to NewStar, the
Asset Buyer, FE Holdco, First Eagle, members of the First Eagle Group, the GSO Group, the Blackstone Group, other
participants in the transaction or any portion or aspect of the transaction or certain of their respective affiliates or
security holders (including, without limitation, Corsair, which we refer to, together with security holders and affiliates
of, and/or portfolio companies of investment funds affiliated or associated with, Corsair, as the Corsair Group ) in the
future, for which Houlihan Lokey and its affiliates may receive compensation. In addition, Houlihan Lokey and
certain of its affiliates and certain of its and their respective employees may have committed to invest in private equity
or other investment funds managed or advised by First Eagle Investment Management, Inc., GSO, Blackstone,
Corsair, other participants in the transaction or any portion or aspect of the transaction or certain of their respective
affiliates or security holders, and in portfolio companies of such funds, and may have co-invested with members of the
First Eagle Group, the GSO Group, the Blackstone Group or the Corsair Group, other participants in the transaction or
any portion or aspect of the transaction or certain of their respective affiliates or security holders, and may do so in the
future. Furthermore, in connection with bankruptcies, restructurings, distressed situations and similar matters,
Houlihan Lokey and certain of its affiliates may have in the past acted, may currently be acting and may in the future
act as financial advisor to debtors, creditors, equity holders, trustees, agents and other interested parties (including,
without limitation, formal and informal committees or groups of creditors) that may have included or represented and
may include or represent, directly or indirectly, or may be or have been adverse to, NewStar, the Asset Buyer, FE
Holdco, First Eagle, members of the First Eagle Group, the GSO Group, the Blackstone Group or the Corsair Group,
other participants in the transaction or any portion or aspect of the transaction or certain of their respective affiliates or
security holders, for which advice and services Houlihan Lokey and its affiliates have received and may receive
compensation.

Certain NewStar Unaudited Prospective Financial Information

NewStar does not as a matter of course make public projections as to future earnings or other results given, among
other reasons, the uncertainty of the underlying assumptions and estimates. In connection with the proposed
transaction, NewStar s management prepared and provided selected unaudited prospective financial information as
summarized below.

The projections were not prepared with a view to public disclosure and the projections are included in this proxy
statement because such information was provided to certain parties in connection with the proposed transaction. Such
information was reviewed by the board in its evaluation of the proposed transaction and also provided to NewStar s
financial advisors, Credit Suisse and Houlihan Lokey. The same projections were provided to each of Credit Suisse

and Houlihan Lokey and such projections are referred to as the forecasts in the section Opinion of Credit Suisse
Securities (USA) LLC set forth above and are referred to as the projections in the section Opinion of Houlihan Lokey
Capital, Inc. set forth above. The projections were approved by the board for Credit Suisse s and Houlihan Lokey s use
and reliance in connection with their respective financial analyses and opinions as described under Opinions of

NewStar s Financial Advisors . The projections were not prepared with a view to compliance with generally accepted
accounting principles as applied in the United States, which we refer to as GAAP , the published guidelines of the SEC
regarding projections and forward-looking statements or the guidelines established by the American Institute of

Certified Public Accountants for preparation and presentation of prospective financial information. No reconciliation

of non-GAAP financial measures in the projections to GAAP measures was created or used during the sale process.
Furthermore, neither KPMG LLP, our independent auditor, nor any other independent accountant has examined,
reviewed, compiled or otherwise applied procedures to the projections and, accordingly, assumes no responsibility for,
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and expresses no opinion on, them. The projections included in this proxy statement have been prepared by, and are
the responsibility of, our management.
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A summary of the material non-public unaudited prospective financial information that was included in the
projections is set forth below:

($ in millions except per share amounts) 2017E 2018E 2019E 2020E
Total Origination Volume $ 1,646 $2,175 $2,584 $2,721
Ending Period AUM 7,1610 7,830 8,349 9,247
Net Interest Income 59 67 60 72
Non-Interest Income 27 40 47 56
Net Income 16 29 31 41
Book Value Per Share $15.68 $16.94 $17.65 $18.62
Leverage (Debt/Equity) 4.8x 4.5x 3.0x 2.6x
Return on Average Equity® 2.5% 4.5% 4.8% 6.0%
Tangible Book Value $ 627 $ 608 $ 641 $ 683
Dividends 3 3 3 3

Although a summary of the projections is presented with numerical specificity, the projections reflect numerous
assumptions and estimates as to future events made by our management that our management believed were
reasonable at the time the projections were prepared, taking into account the relevant information available to
management at the time. However, this information is not fact and should not be relied upon as necessarily indicative
of actual future results. Important factors that may affect actual results and cause the projections not to be achieved
include general economic conditions, accuracy of certain accounting assumptions, changes in actual or projected cash
flows, competitive pressures and changes in tax laws. In addition, the projections do not take into account any
circumstances or events occurring after the date that they were prepared and do not give effect to the merger or the
asset sale. Further, the projections do not take into account the potential consequences should the merger and asset
sale fail to be consummated, and should not be viewed in that context. As a result, there can be no assurance that the
projections will be realized, and actual results may be materially better or worse than those contained in the
projections. The inclusion of this information should not be regarded as an indication that the board, our management,
our advisors or other representatives or any other recipient of this information considered, or now considers, the
projections to be material information of NewStar or predictive of actual future results nor should it be construed as
financial guidance, and it should not be relied upon as such.

The summary of the projections is not included in this proxy statement in order to induce any stockholder to vote in
favor of the merger proposal or the asset sale proposal or any of the other proposals to be voted on at the special
meeting or to influence any stockholder to make any investment decision with respect to the merger and asset sale,
including whether or not to seek appraisal rights with respect to our common stock. NewStar has made no
representation to First Eagle or the Asset Buyer, in the merger agreement, asset purchase agreement or otherwise,
concerning the projections.

The projections should be evaluated, if at all, in conjunction with the historical financial statements and other
information regarding NewStar contained in our public filings with the SEC. The projections are forward-looking
statements. For information on factors that may cause our future results to materially vary, see Cautionary Statement
Concerning Forward-Looking Statements .

Except to the extent required by applicable federal securities laws, we do not intend, and expressly disclaim any
responsibility, to update or otherwise revise the projections to reflect circumstances existing after the date when
NewsStar prepared the projections or to reflect the occurrence of future events or changes in general economic or
industry conditions, even in the event that any of the assumptions underlying the projections are shown to be in error.
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In light of the foregoing factors and the uncertainties inherent in the projections, stockholders are cautioned not to rely
on the projections included in this proxy statement.

() Does not include credit mark on Arch Street CLO portfolio, loans held for sale portfolio and debt security
portfolio incurred in the first half of 2017 in the aggregate amount of approximately $3 million. Including this
credit mark, the 2017E ending period AUM would be $7,158 million.

(2> Based on average book value of equity for trailing five quarters. Based on average book value of equity for
trailing four quarters, 2018E and 2020E return on average equity would be 4.6% and 5.9%, respectively.
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NewStar s Current Expectations Regarding the Contingent Value Rights

As described in this proxy statement, each holder of a contingent value right will have the right to receive a pro-rata
share of amounts attributable to certain post-closing U.S. federal and state income tax refunds received by NewStar as
a result of losses recognized upon the closing of the asset sale. Under current law, these losses may be carried back to
the two taxable years prior to, and interim period ending on, the closing date of the transactions. NewStar currently
expects the income tax refunds received to total approximately $41.6 million if the closing occurs in 2017 (which
would result in payments of approximately $1.00 in the aggregate for each contingent value right) or approximately
$35.0 million if the closing occurs in the first quarter of 2018 (which would result in payments of approximately $0.84
in the aggregate for each contingent value right). Such expectations differ from the projections previously prepared by
management (and summarized below in Summary of Projections Provided to NewStar s Financial Advisors Regarding
the Contingent Value Rights ) that were provided to NewStar s financial advisors primarily due to management s
updated expectations that NewStar s full fiscal year 2017 earnings will be lower than management previously
estimated and due to lower estimated state tax refunds as a result of applicable state alternative minimum tax
requirements.

Under the merger agreement, the holders of the contingent value rights will receive a payment of 30% of each tax
refund (net of certain adjustments) promptly after First Eagle receives such refund and 60% of the net tax refund will
be disbursed upon approval by the JCT, with the remaining amount disbursed upon the earlier of the expiration of the
applicable statute of limitations and the completion by the IRS of any audit for the applicable tax year.

NewsStar currently expects to be able to file for these refunds by the third quarter of 2018 and receive the tax refunds
by the fourth quarter of 2018, except that if the closing occurs in 2017, NewStar estimates that it can file the tax
refund for NewStar s estimated federal taxes paid in 2017 in the first quarter of 2018 and receive such refund in the
first quarter of 2018. These refund filings (other than with respect to the refund for NewStar s estimated federal taxes
paid in 2017) can only be made after the purchase price for the asset sale is finally determined pursuant to certain
post-closing adjustment procedures and allocated for tax purposes among the purchased assets, as further described in

The Merger Agreement and the Asset Purchase Agreement Asset Purchase Agreement Payment of the Asset Sale
Consideration on page [ ].

In addition, recently proposed tax legislation could adversely affect the availability of tax loss carrybacks see  Recent
Developments Potentially Affecting the Contingent Value Rights , below.

The following table presents the current expectation of NewStar management as to the expected amount, and possible
timing, of payments to the holders of the contingent value rights. However, as such payments are subject to
approvals by the IRS, JCT and other taxing authorities and current tax law (which is subject to change), there
can be no assurance that any payment will be made under the contingent value rights, or the amount or timing
of any such payment.

Assuming a 2017 closing of the merger and asset sale3

Refund Filing Anticipated receipt by Distribution of 30% to CVRistribution of Remainder of
NewStar of Refunds holders promptly upon Refund
Fourth Quarter 2018 receipt (estimated between
(except as noted below) Fourth Quarter 2018 second
(except as noted below) quarter of 2019 and
third
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File quick refund of estimated
federal taxes paid in 2017 (First
Quarter 2018)

File carryback claim for 2015
federal taxes paid (Third
Quarter 2018)

File carryback claim for 2016
federal taxes paid (Third
Quarter 2018)

File 2017 final state tax return
(Third Quarter 2018)

File carryback claim for 2015
and 2016 state taxes paid (Third
Quarter 2018)

Total

$

@*> L

6.6 million
(First Quarter 2018)

7.7 million

24.5 million

2.1 million

0.7 million
41.6 million

@*> L

2.0 million
(First Quarter 2018)

2.3 million

7.4 million

0.6 million

0.2 million
12.5 million

&*L &L

quarter of 2021)

4.6 million

5.4 million

17.1 million

1.5 million

0.5 million
29.1 million

3 In addition, this table assumes that NewStar s 2017 tax returns have been filed by the second quarter 2018.
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Assuming a First Quarter 2018 closing of the merger and asset sale4
Distribution of Remainder of

Refund
Anticipated Refund to be (estimated between
received by Distribution of 30% to CVR second
NewStar holders promptly upon quarter of 2019 and
Fourth Quarter receipt third
Refund Filing 2018 Fourth Quarter 2018 quarter of 2021)
File carryback claim for
2016 federal taxes paid
(Third Quarter 2018) $ 24.5 million $ 7.4 million $ 17.1 million
File carryback claim for
2017 federal taxes paid
(Third Quarter 2018) $ 9.5 million $ 2.9 million $ 6.6 million

File 2017 and 2018 final

state tax return (Third

Quarter 2018) $ 0.6 million $ 0.2 million $ 0.4 million
File carryback claim for

2016 state taxes paid (Third

Quarter 2018) $ 0.4 million $ 0.1 million $ 0.3 million
Total $ 35.0 million $ 10.6 million $ 24.4 million
Summary of Projections Provided to NewStar s Financial Advisors Regarding the Contingent Value Rights

In connection with the board s evaluation of the proposed transaction prior to NewStar entering into the merger
agreement and asset purchase agreement, NewStar s management prepared and provided prospective information
regarding the timing of payments with respect to contingent value rights. Such information was approved by the board
for Credit Suisse s and Houlihan Lokey s use and reliance in connection with their respective financial analyses and
opinions. The same information was provided to each of Credit Suisse and Houlihan Lokey and such projections are
referred to as tax information in the section Opinion of Credit Suisse Securities (USA) LLC set forth above and are
referred to as CVR estimates in the section Opinion of Houlihan Lokey Capital, Inc. set forth above. A summary of
these projections is included in this proxy statement in order to provide stockholders additional information regarding

the contingent value rights and information in respect thereof made available to the board and NewStar s financial
advisors.

The timing of JCT approval and completion of IRS audits is not necessarily predictable, so the contingent value rights
were analyzed by Credit Suisse and Houlihan Lokey assuming, per NewStar management, payments of the remaining
funds were made to holders of the contingent value rights nine months, 18 months and three years after the tax refund

filings are expected to be made in the third quarter of 2018.

Numbers in tables reflect rounding to nearest hundred thousand.

Assuming a 2017 closing of the merger and asset sale

Refund Filing Anticipated receipt by  Distribution of 30% to CVRDistribution of Remainder of
NewStar of Refunds holders promptly upon Refund
Fourth Quarter 2018 receipt (estimated between
(except as noted below) Fourth Quarter 2018 second
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File quick refund of
estimated federal taxes paid
in 2017 (First Quarter 2018)
File carryback claim for
2015 federal taxes paid
(Third Quarter 2018)

File carryback claim for
2016 federal taxes paid
(Third Quarter 2018)

File 2017 final state tax
return (Third Quarter 2018)
File carryback claim for
2015 and 2016 state taxes
paid (Third Quarter 2018)
Total
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&*L L

5.6 million

(First Quarter 2018)

7.7 million

25.5 million

2.1 million

0.7 million
41.6 million

(except as noted below)

$

&*L &L

1.7 million

(First Quarter 2018)

2.3 million

7.7 million

0.6 million

0.2 million
12.5 million

quarter of 2019 and
third
quarter of 2021)
$ 3.9 million
$ 5.4 million
$ 17.8 million
$ 1.5 million
$ 0.5 million
$ 29.1 million

4 In addition, this table assumes that NewStar s 2017 tax returns and final 2018 tax returns have been filed by the

third quarter 2018.
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Assuming a First Quarter 2018 closing of the merger and asset sale
Distribution of Remainder of

Distribution of 30% to CVR Refund
Anticipated Refund to be holders promptly (estimated between
received by upon second
NewStar receipt quarter of 2019 and
Fourth Quarter Fourth Quarter third
Refund Filing 2018 2018 quarter of 2021)
File carryback claim for
2016 federal taxes paid
(Third Quarter 2018) $ 25.5 million $ 7.7 million $ 17.8 million
File carryback claim for
2017 federal taxes paid
(Third Quarter 2018) $ 8.5 million $ 2.5 million $ 5.9 million

File 2017 final state tax

return (Third Quarter

2018) $ 2.1 million $ 0.6 million $ 1.5 million
File carryback claim for

2016 state taxes paid

(Third Quarter 2018) $ 0.6 million $ 0.2 million $ 0.4 million
Total $ 36.6 million $ 11.0 million $ 25.6 million
Although a summary of the information set forth in all of the tables above are presented with numerical specificity,
the projections reflect numerous assumptions and estimates as to future events made by our management that our
management believed were reasonable at the time the projections were prepared, taking into account the relevant
information available to management at the time. However, this information is not fact and should not be relied upon
as necessarily indicative of actual future results. Important factors that may affect actual results and cause the
projections not to be achieved include disputes with the IRS or other taxing authorities regarding the refunds, the
possibility that the JCT will not approve such refunds and changes in tax laws.

Recent Developments Potentially Affecting the Contingent Value Rights

On November 2, 2017 and November 9, 2017, respectively, the House Ways and Means Committee and the Senate
Committee on Finance each introduced the Tax Bill. The Tax Bill, if enacted under either version, would eliminate the
ability to carryback NOLs arising in tax years beginning after 2017, subject to limited exceptions not relevant to the
contingent value rights. As a result, if the Tax Bill were enacted under either version and the transactions
contemplated by the asset purchase agreement were to close in 2018, NewStar would not be able to carryback the
losses generated in connection with the closing of the asset sale, and as such, holders of the contingent value rights
would not be entitled to any payments thereunder. On November 16, 2017, the Tax Bill proposed by the House Ways
and Means Committee passed in the U.S. House of Representatives, but the Tax Bill proposed by the Senate
Committee on Finance has not yet been voted upon by the full U.S. Senate. If the Senate version is passed by the full
U.S. Senate, both versions of the Tax Bill will go to a joint congressional conference for reconciliation before an
agreed-upon version goes back to both the U.S. House of Representatives and the U.S. Senate for a final vote. There is
substantial uncertainty as to whether either version of the Tax Bill will be enacted or, if enacted, whether the final
legislation will limit the carryback of NOLSs to the same extent, if at all. Accordingly, holders are urged to consult
their tax advisors regarding this issue.

Financing of the Transactions
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First Eagle s obligations under the merger agreement are not subject to any financing condition. First Eagle will use the
proceeds from the asset sale, and other cash available to NewStar at closing, to pay a portion of the upfront merger
consideration, with any remaining amount required to make such payments to be funded by First Eagle with its
available cash on hand or borrowings under its existing credit facilities.
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In addition, while the Asset Buyer s obligations under the asset purchase agreement are not subject to any financing
condition, concurrently with the signing of the asset purchase agreement:

a wholly owned subsidiary of the Asset Buyer entered into a debt commitment letter with Wells
Fargo providing for acquisition financing under a secured revolving credit facility of up to

$1.6 billion and a debt commitment letter with CDPQ providing for acquisition financing of a
term loan of at least $225 million; and

the Asset Buyer entered into an equity commitment letter with the GSO Fund, a newly-created investment
fund managed by GSO, providing for equity financing of up to $850 million.
The GSO Fund

The GSO Fund was formed for the purpose of the asset sale and it has obtained commitments from its limited partners
of $850 million for the closing of the asset sale to pay the purchase price. The general partner of the GSO Fund has
assigned to NewStar the right to issue capital contribution notices to the limited partners of the GSO Fund (and of any
feeder fund thereof) and to seek to cause such limited partners to contribute capital to the GSO Fund (and any feeder
fund thereof) in accordance with the terms of the limited partnership agreement of the GSO Fund (and any feeder fund
thereof). NewStar may only exercise such rights if:

the general partner of the GSO Fund (and any feeder funds thereof) has not delivered capital contribution
notices to each of the limited partners by the date that is the eleventh calendar day prior to the anticipated
closing date, which notices must provide for the capital contributions to be made within ten calendar days
and that if funded would, together with the proceeds of the debt financing and the termination fee deposit, be
sufficient for the Asset Buyer to have the funds required to close the asset sale;

such capital contribution notices have been delivered to the limited partners but one or more limited partners
has failed to fund the entire amount set forth in its respective notice when required, subject to the Asset
Buyer s closing conditions under the asset purchase agreement have been satisfied (or in the case of
conditions that by their nature are only to be satisfied at the closing, would be satisfied if the closing were to
occur on the anticipated closing date); or

the closing has not occurred and:

the Asset Buyer s closing conditions under the asset purchase agreement have been satisfied (other than
those conditions that, by their nature, are to be satisfied at the closing (but subject to the satisfaction of
such conditions at the closing) at the time when the closing is required to occur pursuant to the asset
purchase agreement;
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the debt financing has been funded or will be funded at the closing on the terms set forth in the debt
commitment letters; and

NewStar has confirmed to the Asset Buyer that if specific performance is granted, then NewStar is
ready, willing and able to consummate the closing on a timely basis and will take such actions required
of it to effect the closing.

Equity Financing

Funding of the equity financing from the GSO Fund is subject to the conditions provided in the equity commitment
letter, which include:

the Asset Buyer s closing conditions under the asset purchase agreement are satisfied, other than those
conditions that by their nature are to be satisfied at the closing, but subject to the prior or substantially
concurrent satisfaction of such conditions;

the substantially simultaneous funding of (A) the debt financing (or any alternate financing that has been
obtained) and (B) the equity contribution by the limited partners of the GSO Fund (and any feeder
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funds thereof) in an amount that (together with the funds in the deposit account) is sufficient to fund the
purchase price; and

the substantially simultaneous closing of the asset sale.

The GSO Fund will not be permitted to assert a failure of the condition in the bullet immediately above
if the GSO Fund s failure to fund its equity commitment shall have been the cause of the failure of the
closing.
The obligations of GSO Fund to fund the equity financing will terminate automatically and immediately upon the
earliest to occur of:

the closing of the asset sale; and

the termination of the asset purchase agreement.
NewsStar is party to the equity commitment letter for the purpose of enforcing the GSO Fund s obligation to fund the
equity commitment to Buyer. NewStar is only permitted to enforce such obligations by specific performance against
the Asset Buyer to the permitted under the asset purchase agreement as further described below in  Asset Purchase
Agreement Specific Performance .
Debt Financing

The commitment of each lender under its respective debt commitment letter expires upon the earliest to occur of:

the termination of the asset purchase agreement without consummation of the asset sale;

April 23, 2018, unless the lender, in its discretion, agrees to an extension;

the consummation of the asset sale with or without the funding of the debt facilities;

the date NewStar (or its affiliates) enters into a purchase agreement relating to the asset sale that is not GSO
or an affiliate thereof; and

the mutual agreement of the lender and Asset Buyer.
The definitive documentation governing the debt financing has not been finalized and, accordingly, the actual terms of
the debt financing may differ from those described in this document.
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The Asset Buyer has agreed to use reasonable best efforts to obtain the debt financing on the terms and conditions
described in the debt commitment letters. If any portion of the debt financing becomes unavailable in the manner
contemplated in the debt commitment letters, the Asset Buyer has agreed to use its reasonable best efforts to arrange
as promptly as practicable alternative debt financing on terms and conditions not materially less favorable to NewStar
than those contained in the debt commitment letters and in an amount, together with the available amounts under the
other commitment letters, that is sufficient to consummate the asset sale.

The availability of the debt facilities is subject, among other things, to:

there not having been a material adverse effect;

consummation of the asset sale prior to or substantially concurrently with the initial borrowing under the
debt facility;

the equity financing contemplated by the equity commitment letter has been made, or substantially
concurrently with the initial funding of the debt facility will be made, in at least an amount equal to
$360,000,000;

payment of the lenders fees and expenses;
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execution of definitive facilities documentation and delivery of certain closing documents (including, among
others, a solvency certificate, a borrowing base certificate and customary legal opinions);

delivery of all know your customer and anti-money laundering documentation and other information; and

the accuracy of certain representations and warranties.
As of the date hereof, no alternative financing arrangements or alternative financing plans have been made in the
event that the debt financing described herein is not available. Although the debt financing described above is not
subject to a due diligence or market out , such financing may not be considered assured.

Interests of NewStar s Directors and Executive Officers in the Transactions

Members of the board and our executive officers have various interests in the merger described in this section that
may be different from, or in addition to, the interests of our stockholders generally. You should keep this in mind
when considering the recommendation of the board for the approval of the merger proposal and the asset sale
proposal. The members of the board were aware of these interests and considered them at the time they approved the
merger agreement and the asset purchase agreement and in making their recommendation that our stockholders
approve the merger proposal and asset sale proposal the other transactions contemplated by the merger agreement.

Treatment of Equity Awards

Under the merger agreement, the equity-based awards held by our directors and named executive officers will be
treated as described in the section entitled The Merger Agreement and the Asset Purchase Agreement Merger
Agreement Treatment of Employee Stock Options and Restricted Stock .

The following table sets forth the cash proceeds that each of our non-employee directors and executive officers would
receive at the closing of the merger in respect of their outstanding restricted stock awards and stock options, in each
case, based on the number of shares subject to each equity award held as of November 8, 2017, the treatment of such
equity awards pursuant to the terms of the merger agreement and the merger consideration. Accordingly, the table
describes payments in respect of equity awards that may vest prior to the completion of the merger based upon the
completion of continued service and independent of the occurrence of the merger.

Estimated Total
Cash
Consideration for
Equity
Restricted Restricted Options Options Awards
Name Stock #)  Stock ($)D #) ($)@ $)
Timothy J. Conway 79,466 988,557 988,557
John K. Bray 35,934 447,019 447,019
Patrick F. McAuliffe 50,390 626,852 626,852
Mark du Four 50,390 626,852 626,852
Daniel McCready 44,351 551,726 551,726
Charles N. Bralver 7,731 96,174 96,174
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Richard Thornburgh
Frank R. Noonan
Maureen O Hara
Brian L.P. Fallon
Bradley E. Cooper
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10,309
10,309
10,309
10,309

7,731

128,244
128,244
128,244
128,244

96,174

10,000
10,000
10,000

5,000

23,300
23,300
23,300
11,650

128,244
151,544
151,544
151,544
107,824

(1) Dollar amounts in this column represent the number of shares of unvested restricted stock being cancelled in
exchange for the merger consideration in the transaction, multiplied by the aggregate cash consideration per
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share expected to be received of (i) the upfront merger consideration of $11.44 per share and (ii) an assumed
contingent value right payment of $1.00 per share to be paid over time as outlined elsewhere in this proxy
statement. This represents the maximum estimated payment under each contingent value right and is based on an
assumption that the transaction will close in 2017. If the transaction closes in 2018, the expected total payments
relating to shares of restricted stock, including payments of $0.84 per share relating to the contingent value rights,
are estimated to be $975,842 for Mr. Conway, $441,269 for Mr. Bray, $618,789 for each of Messrs. McAuliffe
and du Four, $544,630 for Mr. McCready, $94,936 for each of Messrs. Bralver and Cooper and, $126,594 for
each of Messrs. Thornburgh, Noonan and Fallon and Ms. O Hara.

(2) Dollar amounts in this column represent the total number of shares subject to outstanding options, whether vested
or unvested, multiplied by the aggregate cash consideration per share expected to be received as a result of the
transaction, with an assumed contingent value right payment of $1.00 per share as described in footnote (1) based
on an assumption that the transaction will close in 2017, in each case, less the aggregate exercise price of the
related options. If the transaction closes in 2018, the expected total payments relating to stock options, including
payments of $0.84 per share relating to the contingent value rights, are estimated to be $13,300 for each of
Messrs. Noonan and Fallon and Ms. O Hara, and $6,650 for Mr. Cooper, with total payments relating to both
restricted stock and options of $139,894 for each of Messrs. Noonan and Fallon and Ms. O Hara, and $101,586 for
Mr. Cooper.

(3) For Mr. Cooper, the dollar amount is determined based on the 5,000 options held by CZPM. Mr. Cooper is a
stockholder of Capital Z GP and CZPM and an officer and co-owner of CZPM. Mr. Cooper may be deemed to be
part of a group along with CZPM, Capital Z III GP, Capital Z III LP, and Capital Z I1I, and may be deemed to be
the beneficial owner of the securities held by such entities, although Mr. Cooper disclaims beneficial ownership
of such securities except to the extent of any indirect pecuniary interest therein (within the meaning of Rule 16a-1
of the Securities Exchange Act) in an indeterminate portion of the securities beneficially owned by such entities.

Change in Control and Employment and Severance Arrangements

The Company has entered into an employment agreement with each of Timothy Conway, John Bray, Patrick
McAuliffe, Mark du Four and Daniel McCready (collectively, our named executive officers ). The agreements specify
the terms of employment for our named executive officers and compensation due upon certain termination events,
including termination of employment without cause, or resignation for good reason, within two years from the date of
a change in control of the Company (a qualifying termination ). The transactions contemplated by the merger
agreement will qualify as a change of control. A termination of employment by an executive officer would be for

good reason if the officer experienced a reduction in base salary from the base salary then in effect, or if he were
relocated more than 20 miles from the Company s principal place of business. For Messrs. Conway and Bray, good
reason would also include a material diminution of duties, which includes an assignment of duties inconsistent with or
significantly different from the duties, responsibilities and status as an officer and executive of a public company.
Further for Mr. Conway, good reason would also include any requirement to not report directly to the Board of
Directors, or a materially adverse change in incentive plan structure or terms. For each named executive officer, these
severance benefits are estimated and quantified in the table below and generally include the following: the payment of
two times the named executive officer s base salary; a pro-rated bonus for the year of termination (pro-rated through
the termination date based on the target bonus for the year); an amount equal to two times the executive s target
incentive bonus in respect of the year in which the termination occurs; the continuation of health benefits for a
two-year period following termination; and accelerated vesting of equity awards.

Golden Parachute Compensation
In accordance with Item 402(t) of Regulation S-K, the table below presents the estimated amounts of compensation
that each named executive officer could receive that are based on or otherwise relate to the merger. This compensation

is referred to as  golden parachute compensation by the applicable SEC disclosure rules, and in this section we use
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such term to describe the merger-related compensation payable to NewStar s named

83

Table of Contents 171



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

executive officers. This merger-related compensation is subject to a non-binding advisory vote of NewStar s
stockholders, as set forth in Proposal 3 to this proxy statement.

The amounts set forth in the table below have been calculated assuming, solely for purposes of this golden parachute
disclosure, that the merger is consummated on December 31, 2017; where applicable, the upfront merger
consideration of $11.44 and a contingent value right that may provide up to an additional $1.00 in payments; and that
each named executive officer experiences a qualifying termination of employment as of December 31, 2017. The
amounts indicated below are estimates of amounts that would be payable to the named executive officers, and the
estimates are based on multiple assumptions that may or may not actually occur, including assumptions based on the
timing of the closing of the transaction and other assumptions described in this proxy statement. Some of the
assumptions are based on information not currently available and, as a result the actual amounts, if any, to be received
by a named executive officer may differ in material respects from the amounts set forth below. All dollar amounts set
forth below have been rounded to the nearest whole number.

Golden Parachute Compensation)

Perquisites/
Cash ($)® Equity ($)® Benefits ($)® Other ($)®  Total ($)
Timothy Conway 6,750,000 988,557 48,484 7,787,041
John Bray 3,150,000 447,019 38,330 3,635,349
Patrick McAuliffe 3,750,000 626,852 48,484 24,248 4,449,584
Mark du Four 3,750,000 626,852 48,484 24,248 4,449,584
Daniel McCready 3,150,000 551,726 38,330 3,740,056

(1) Amounts reflected in the above table under the Cash and Perquisites/Benefits columns are attributable to
double-trigger arrangements (i.e., the amounts are triggered by a qualifying termination of employment of the
named executive officer within two years following a change of control) and are payable under the applicable
employment agreement. Amounts set forth under the Equity and Other columns are expected to become payable
in connection with the transactions without respect to whether there is a qualifying termination.

(2) For each named executive officer, amounts in this column consist of (i) a lump sum severance payment equal to
two times his annual base salary as of the date of the assumed termination, (ii) a lump sum payment equal to two
times his target bonus for the current year and (iii) a lump sum payment in an amount equal to a pro-rated portion
of his target bonus for the current year, from the beginning of the year through the termination date.

The following table breaks down the amounts in this column by type of payment:

Name 2x Annual Base Salary ($) 2x Target Bonus ($)  Pro-rated bonus ($)
Timothy Conway 1,500,000 3,500,000 1,750,000
John Bray 900,000 1,500,000 750,000
Patrick McAuliffe 750,000 2,000,000 1,000,000
Mark du Four 750,000 2,000,000 1,000,000
Daniel McCready 750,000 1,600,000 800,000

3)
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For each named executive officer, amounts in this column reflect the aggregate dollar value of restricted stock
awards for which vesting would be accelerated under the merger agreement, based on the upfront merger
consideration of $11.44 per share and an assumed $1.00 contingent value payment, which assumes a closing of
the transactions in 2017. If the transaction closes in 2018, the expected total value of payments, including
payments of $0.84 per share relating to the contingent value rights, are estimated to instead be $975,842 for
Mr. Conway, $441,269 for Mr. Bray, $618,789 for each of Messrs. McAuliffe and du Four, and $544,630 for
Mr. McCready.
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The following table breaks down the amounts payable to the named executive officers with respect to outstanding

restricted stock awards (a) at the upfront merger consideration of $11.44 per share, (b) assuming an aggregate of $1.00
in CVR payments per share, and (c) alternatively, assuming an aggregate of $0.84 in CVR payments per share:

Upfront Merger Consideration

Restricted of $11.44 per share CVR at CVR at
Name Stock (#) $) $1.00 ($) $0.84 ($)
Timothy Conway 79,466 909,091 79,466 66,751
John Bray 35,934 411,085 35,934 30,185
Patrick McAuliffe 50,390 576,462 50,390 42,328
Mark du Four 50,390 576,462 50,390 42,328
Daniel McCready 44,351 507,375 44,351 37,255

(4) For each named executive officer, amounts in this column represent the value of the continuation of health
benefits for two years.

(5) Amounts in this column represent anticipated payments in respect of the early termination of the Company s 2016
Co-Investment Plan in which two named executive officers participate. Payments represent the estimated fair
market value of the equity instruments underlying such plan, and are expected to be paid in a single-trigger lump
sum shortly after closing.

Material U.S. Federal Income Tax Consequences of the Merger

The following is a summary of the material U.S. federal income tax consequences of the merger to U.S. holders (as
defined below) of common stock. This discussion applies only to U.S. holders that hold common stock as capital
assets within the meaning of Section 1221 of the Internal Revenue Code of 1986, as amended, which we refer as the
Code , and that exchange shares of such common stock in the merger in return for cash and contingent value rights.
This discussion does not address the consequences of the merger to holders who receive cash pursuant to the exercise

of appraisal rights. This discussion does not describe all of the tax consequences that may be relevant to a U.S. holder
in light of the U.S. holder s particular circumstances or to U.S. holders subject to special rules, such as:

dealers in securities;

traders subject to a mark-to-market method of tax accounting with respect to common stock;

persons holding common stock as part of a straddle, hedging transaction, conversion transaction, integrated
transaction or constructive sale transaction;

persons whose functional currency is not the U.S. dollar;

partnerships or other entities classified as partnerships for U.S. federal income tax purposes;
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persons who acquired common stock through the exercise of employee stock options or otherwise as
compensation;

certain financial institutions;

regulated investment companies;

real estate investment trusts;

insurance companies;

persons who own or are deemed to own 10% or more of shares of common stock;

tax-exempt entities, including an individual retirement account or Roth IRA ;or

persons who are not U.S. holders.
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If an entity that is classified as a partnership for U.S. federal income tax purposes holds common stock, the U.S.
federal income tax treatment of a partner will generally depend on the status of the partner and the activities of the
partnership. Partnerships holding common stock and partners in such partnerships should consult their tax advisors as
to the particular U.S. federal income tax consequences of the merger to them.

This discussion is based on the Code, administrative pronouncements, judicial decisions and final and temporary
Treasury regulations, all as of the date hereof, any of which is subject to change, possibly with retroactive effect, and
to differing interpretations. This discussion is for general information only and should not be construed as tax advice
or a substitute for careful tax planning. It is a summary and does not purport to be a comprehensive analysis or
description of all potential U.S. federal income tax consequences of the merger. Tax considerations under state, local
and foreign laws and alternative minimum tax considerations are not addressed.

For purposes of this discussion, we refer to the term U.S. holder as a beneficial owner of common stock that is:

a citizen or individual resident of the United States;

a corporation, or other entity taxable as a corporation for U.S. federal income tax purposes, created or
organized in or under the laws of the United States, any state thereof or the District of Columbia;

a trust if (1) a court within the United States is able to exercise primary supervision over the trust s
administration, and one or more U.S. persons are authorized to control all substantial decisions of the trust or
(2) such trust has a valid election in effect under applicable U.S. Treasury Regulations to be treated as a U.S.
person; or

an estate the income of which is subject to U.S. federal income taxation regardless of its source.
Tax Consequences of the Merger Generally

The exchange of common stock for cash and contingent value rights in the merger will be a taxable transaction for
U.S. federal income tax purposes. The amount of gain or loss a U.S. holder recognizes, and the timing and potentially
the character of a portion of such gain or loss, depends on the U.S. federal income tax treatment of the contingent
value right, with respect to which there is substantial uncertainty.

The merger consideration consists of cash and contingent value rights; consequently, the receipt of the merger
consideration may be treated as either a closed transaction or an open transaction for U.S. federal income tax
purposes. The installment method of reporting any gain attributable to the receipt of a contingent value right will not
be available because the common stock is traded on an established securities market. The following sections discuss
the U.S. federal income tax consequences of the receipt of the merger consideration in the event it is treated as an
open transaction and, alternatively, in the event it is treated as a closed transaction. There is no authority directly
addressing whether contingent payment rights with characteristics similar to the rights under a contingent value right
should be treated as open transactions or closed transactions , and such question is inherently factual in nature.
Accordingly, holders are urged to consult their tax advisors regarding this issue. The contingent value rights also may
be treated as debt instruments for U.S. federal income tax purposes. However, as such treatment is unlikely, the
discussion below does not address the tax consequences of such a characterization. We urge you to consult your tax
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Receipt of the Contingent Value Rights
Treatment as Closed Transaction
If the value of the contingent value rights can be reasonably ascertained , the transaction should generally be treated as

a closed transaction for U.S. federal income tax purposes, in which event a U.S. holder should generally recognize
capital gain (or loss) for U.S. federal income tax purposes upon consummation of the merger
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equal to the positive (or negative) difference between (x) the sum of (i) the fair market value of the contingent value
rights received and (ii) the amount of cash received, and (y) such U.S. holder s adjusted tax basis in the shares of
common stock surrendered pursuant the merger.

If the transaction is closed for U.S. federal income tax purposes, a U.S. holder s initial tax basis in the contingent value
rights will equal the fair market value of the contingent value rights on the date of the consummation of the merger.

The holding period of the contingent value rights will begin on the day following the date of the consummation of the
merger.

Treatment as Open Transaction

The receipt of the contingent value rights would generally be treated as an open transaction if the value of the
contingent value rights cannot be reasonably ascertained . If the receipt of the merger consideration is treated as an

open transaction for U.S. federal income tax purposes, a U.S. holder would first recover its adjusted tax basis in the
common stock surrendered pursuant to the merger and then should generally recognize (i) capital gain, if any, for U.S.
federal income tax purposes upon consummation of the merger if and to the extent the amount of cash received
exceeds such U.S. holder s adjusted tax basis in the shares of common stock surrendered in the merger or (ii) capital
loss, if any, only after all payments in respect the contingent value rights have been received or it is determined that no
further payments in respect of the contingent value rights can be received. Gain or loss recognized in the transaction
must be determined separately for each identifiable block of common stock surrendered pursuant to the merger (i.e.,
shares of common stock acquired at the same cost in a single transaction). Such gain or loss generally will be treated
as long-term capital gain or loss if the holder s holding period in the shares of common stock exceeds one year at the
time of the completion of the merger. Long-term capital gains of non-corporate U.S. holders generally are subject to
U.S. federal income tax at preferential rates. The deductibility of capital losses is subject to limitations. Capital gains
recognized by individuals, trusts and estates also may be subject to a 3.8% federal Medicare contribution tax. Subject
to the Section 483 rules discussed below under Payments Under the Contingent Value Rights , if the transaction is

open for U.S. federal income tax purposes, the contingent value rights would not be taken into account in determining
the holder s taxable gain upon receipt of the merger consideration and a U.S. holder would take no tax basis in the
contingent value rights, but would generally recognize capital gain as payments with respect to the contingent value
rights are made or deemed made in accordance with the U.S. holder s regular method of accounting, but only to the
extent the sum of such payments (and all previous payments under the contingent value rights), together with the
amount received upon consummation of the merger discussed above, exceeds such U.S. holder s adjusted tax basis in
the shares of common stock surrendered pursuant the merger.

It is the position of the IRS, as reflected in Treasury Regulations, that only in rare and extraordinary cases 1is the value
of property so uncertain as to warrant open transaction treatment.

Payments Under the Contingent Value Rights
Treatment as Closed Transaction

There is no authority directly on point with respect to the treatment of payments similar to those under the contingent
value right. You should therefore consult your tax advisor as to the taxation of such payments. Under characterization

as a closed transaction , a payment with respect to each contingent value right would likely be treated as a non-taxable
return of a U.S. holder s adjusted tax basis in the contingent value right to the extent thereof. A payment in excess of
such amount may be treated as either (i) payment with respect to a sale of a capital asset, (i) income taxed at ordinary
rates, or (iii) dividends. Additionally, it is possible that, were a payment to be treated as being with respect to the sale

of a capital asset, a portion of such payment would constitute imputed interest under Section 483 of the Code (as

Table of Contents 178



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

described directly above under Treatment as Open Transaction ).

87

Table of Contents 179



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten
Treatment as Open Transaction

If the transaction is treated as an open transaction , a payment in the future to a U.S. holder of a contingent value right
should be treated as a payment under a contract for the sale or exchange of shares of common stock to which

Section 483 of the Code applies. Under Section 483 of the Code, a portion of a payment made pursuant to the
contingent value right more than one year after the date of the exchange of the shares of common stock for the merger
consideration will be treated as interest, which will be ordinary income to the U.S. holder of the contingent value
right. The interest amount will equal the excess of the amount received over its present value at the consummation of
the merger, calculated using the applicable federal rate as the discount rate and using such U.S. holder s regular
method of accounting (such amount being taken into account when paid, in the case of a cash method holder, and,
when fixed, in the case of an accrual method holder). The portion of the payment pursuant to the contingent value
right that is not treated as interest under Section 483 of the Code should be treated as gain from the sale of a capital
asset (or as recovery of the adjusted tax basis in shares of common stock), as discussed above.

Due to the legal and factual uncertainty regarding the valuation and tax treatment of the contingent value right, you
are urged to consult your tax advisor concerning the tax consequences resulting from the receipt of the contingent
value right in the merger.

Backup Withholding

Payments made in exchange for shares of common stock generally will be subject to information reporting unless the
holder is an exempt recipient and may also be subject to backup withholding currently at a rate of 28%. To avoid
backup withholding, U.S. holders that do not otherwise establish an exemption should complete and return IRS Form
W-9, certifying that such U.S. holder is a U.S. person, the taxpayer identification number provided is correct and such
U.S. holder is not subject to backup withholding.

Amounts withheld under the backup withholding rules are not additional taxes and may be refunded or credited
against a holder s U.S. federal income tax liability, provided the relevant information is timely furnished to the IRS.

You are urged to consult your tax advisor with respect to the application of U.S. federal income tax laws to your
particular circumstances as well as any tax consequences arising under the U.S. federal estate or gift tax rules, or
under any state, local or foreign tax laws.

Regulatory Approvals

Under the HSR Act and related rules, certain transactions, including the merger, may not be completed until
notifications have been given and information furnished to the Antitrust Division and the FTC and all statutory
waiting period requirements have been satisfied. On October 30, 2017, BCP CC Holdings, L.P., which is the ultimate
parent entity of First Eagle under the HSR Act and rules thereunder, NewStar and the Asset Buyer filed their
respective Notification and Report Forms with the Antitrust Division and the FTC, and the Antitrust Division and the
FTC granted early termination of the applicable waiting period on November 21, 2017.
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Estimated Fees and Expenses

The estimated fees and expenses incurred or expected to be incurred by NewStar in connection with the transactions

are as follows:

Financial advisory, legal and other advisory fees
Printing, proxy solicitation and mailing costs

SEC filing fees
Miscellaneous

Total

These expenses will not reduce the merger consideration to be received by NewStar s stockholders.

Except as provided in The Merger Agreement and the Asset Purchase Agreement The Merger Agreement Expenses

Amount to be

Paid
(in thousands)
$ 9,150
$ 100
$ 64
$ 686
$ 10,000

page [ ] of this proxy statement and in The Merger Agreement and the Asset Purchase Agreement Asset Purchase
Agreement Expenses on page [ ] of this proxy statement, the merger agreement and asset purchase agreement each
provide that each party will pay all costs and expenses incurred by it in connection with the the merger and asset sale.

Accounting Treatment of the Merger

NewsStar, as the surviving corporation in the merger, will account for the merger as a business combination using the

acquisition method of accounting for financial accounting purposes, whereby the estimated purchase price will be
allocated to the assets and liabilities of NewStar based on their fair values following FASB Accounting Standards

Codification Topic 805, Business Combinations.
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THE MERGER AGREEMENT AND THE ASSET PURCHASE AGREEMENT

The following is a summary of the material provisions of the merger agreement, a copy of which is attached to this
document as Annex A and which is incorporated by reference into this document and of the asset purchase
agreement, a copy of which is attached to this document as Annex B and which is incorporated by reference into this
document. This summary does not purport to be complete and may not contain all of the information about the merger
agreement or asset purchase agreement that is important to you. We encourage you to carefully read the merger
agreement and the asset purchase agreement in its entirety, as the rights and obligations of the parties thereto are
governed by the express terms of the merger agreement and not by this summary or any other information contained
in this document.

Explanatory Note Regarding the Merger Agreement and the Asset Purchase Agreement

The following summary of the merger agreement and asset purchase agreement, and the copy of the merger agreement
attached as Annex A to this document and the copy of the asset purchase agreement attached as Annex B to this
document, are intended to provide information regarding the terms of the merger agreement and asset purchase
agreement and are not intended to provide any factual information about NewStar or modify or supplement any
factual disclosures about NewStar in its public reports filed with the SEC. In particular, the merger agreement, the
asset purchase agreement and the related summary are not intended to be, and should not be relied upon as,
disclosures regarding any facts and circumstances relating to NewStar.

The merger agreement and asset purchase agreement contain representations and warranties by and covenants of
NewStar, First Eagle, FE Holdco, Merger Sub and the Asset Buyer that were made only for purposes of such
agreements and as of specified dates. The representations, warranties and covenants in the merger agreement and asset
purchase agreement were made solely for the benefit of the parties thereto, may be subject to limitations agreed upon
by the contracting parties, including being qualified by confidential disclosures and being made for the purposes of
allocating contractual risk between the parties to the merger agreement or asset purchase agreement instead of
establishing these matters as facts, and may be subject to contractual standards of materiality or material adverse effect
applicable to the contracting parties that generally differ from those applicable to investors.

In addition, information concerning the subject matter of the representations, warranties and covenants may change
after the date of the merger agreement and the asset purchase agreement, which subsequent information may or may

not be fully reflected in NewStar s public disclosures. The representations, warranties and covenants in the merger
agreement and the asset purchase agreement and any descriptions thereof should be read in conjunction with the
disclosures in NewStar s periodic and current reports, proxy statements and other documents filed with the SEC. See
the section entitled Where You Can Find Additional Information . Moreover, the description of the merger agreement
and asset purchase agreement below does not purport to describe all of the terms of such agreements and is qualified

in its entirety by reference to the full text of such agreement, a copy of the merger agreement is attached hereto as
Annex A and is incorporated herein by reference and a copy of the asset purchase agreement is attached hereto as
Annex B and is incorporated herein by reference.

Additional information about NewStar may be found elsewhere in this document and NewStar s other public filings.
See the section entitled Where You Can Find Additional Information beginning on page [ ] of this proxy statement.
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Structure of the Merger

At the effective time of the merger, Merger Sub will merge with and into NewStar, with NewStar surviving the
merger as an indirect wholly owned subsidiary of First Eagle.

Certificate of Incorporation; Bylaws

At the effective time of the merger, the certificate of incorporation of NewStar will be amended, as set forth in Exhibit
A of the merger agreement, and, as so amended, will be the certificate of incorporation of NewStar until amended in
accordance with applicable law. At the effective time of the merger, and without any further action on the part of
NewStar and Merger Sub, the bylaws of NewStar will be amended, as set forth in Exhibit B of the merger agreement,
and, as so amended, will be the bylaws of NewStar until amended in accordance with applicable law.

Directors and Officers

At the effective time, until successors are duly elected or appointed and qualified, (a) the directors of Merger Sub
immediately prior to the effective time will be the directors of NewStar and (b) the officers of NewStar immediately
prior to the effective time will be the officers of NewStar.

When the Merger Becomes Effective

Unless First Eagle and NewStar agree on another date, the closing of the merger will take place on the third business
day after the satisfaction or waiver (to the extent permitted by applicable law) of the closing conditions (other than
those conditions which by their terms are to be satisfied at the closing, but subject to the satisfaction of such
conditions at the closing) set forth in the merger agreement.

At the closing, First Eagle and NewStar will file with the Delaware Secretary of State a certificate of merger and make
all other filings or recordings required under the DGCL in connection with the merger. The merger will become
effective upon the filing of the certificate of merger with the Delaware Secretary of State, or at such later time as First
Eagle and NewStar may agree and as is set forth in the certificate of merger.

Effect of the Merger on NewStar s Common Stock

At the effective time of the merger, each share of common stock outstanding immediately prior to the effective time of
the merger (other than cancelled shares and dissenting shares, each as described below) will be converted
automatically into the right to receive (i) the upfront per share consideration and (ii) one contingent value right.

All shares of common stock owned by NewStar (including treasury shares) or owned by First Eagle, FE Holdco or
Merger Sub (other than shares in trust accounts, managed accounts and the like, or otherwise held in a fiduciary or
agency capacity for the benefit of customers or clients), which we refer to as the cancelled shares , will be cancelled
and retired and no consideration will be delivered in exchange therefor.

Shares of common stock that are issued and outstanding immediately prior to the effective time and which are held by
holders who have not voted in favor of or consented to the merger and who are entitled to demand, and have properly
demanded, their statutory rights of appraisal in respect of such shares of common stock in accordance with

Section 262 of the DGCL, which we refer to as the dissenting shares , will not be cancelled or converted into the right
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to receive the merger consideration.

If any holder of dissenting shares loses such holder s rights under Section 262 of the DGCL, such holder s dissenting
shares will be deemed to have been each cancelled and converted into the right to receive the merger

91

Table of Contents 184



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

consideration. At the effective time of the merger, any holder of dissenting shares will cease to have any rights, except
the rights provided in Section 262 of the DGCL and as provided in the previous sentence. For more information
regarding dissenters rights, see the section entitled Rights of Appraisal beginning on page [ ] of this proxy statement.

Each share of common stock of Merger Sub outstanding immediately prior to the effective time of the merger, will be
converted into and become one share of common stock of NewStar, as the surviving company in the merger, and will
constitute the only outstanding shares of capital stock of NewStar.

Treatment of Employee Stock Options and Restricted Stock

At the effective time of the merger, each option granted by NewStar to purchase shares of NewStar common stock
under its 2006 Incentive Plan, whether or not vested, which is outstanding and unexercised immediately prior to the
effective time, will, without any action on the part of First Eagle, FE Holdco, Merger Sub, NewStar or the holder, be
cancelled, and in consideration for such cancelled option, the holder thereof will be entitled to receive (less applicable
withholding taxes) (i) a cash payment equal to the product of (x) the excess, if any, of (A) the upfront per share
consideration over (B) the exercise price per share of common stock subject to such option multiplied by (y) the total
number of shares of common stock subject to such option, which payment will be made by NewStar no later than the
next regularly scheduled payroll date of NewStar following the effective time and (ii) one contingent value right for
each share of common stock subject to such option.

At the effective time of the merger, each share of restricted stock will, without any action on the part of First Eagle,
FE Holdco, Merger Sub, NewStar or the holder, be cancelled and the holder will be entitled to receive in consideration
for each such cancelled share (less applicable withholding taxes): (i) a cash payment equal to the upfront per share
consideration, no later than the next regularly scheduled payroll date of NewStar following the effective time and

(i1) one contingent value right.

Treatment of Warrants

As of the effective time of the merger, each outstanding NewStar warrant to purchase shares of common stock will
become exercisable solely for the merger consideration in accordance with the terms of such warrant and continue to
have, and be subject to, the same terms and conditions as set forth in the applicable warrant in effect immediately
prior to the merger.

Contingent Value Rights

Each holder of a contingent value right will have the right to receive the payments set forth below. The contingent
value rights will not represent any equity or ownership interest in NewStar, First Eagle, FE Holdco, Merger Sub or
any affiliate thereof, in any constituent company to the merger, or in any other person and will not be represented by
any certificates or other instruments. The contingent value rights will not have any voting or dividend rights, and
except as set forth below, no interest will accrue on any amounts payable on the contingent value rights to any holder
thereof.

The contingent value rights may not be sold, assigned, transferred, pledged or encumbered in any manner, other than
transfers by will or intestacy, by inter vivos or testamentary trust where the contingent value right is to be passed to
the beneficiaries upon the death of the trustee, pursuant to a court order, by operation of law, or in connection with the
dissolution, liquidation or termination of a corporation, limited liability company, partnership or other entity which is
the holder thereof.
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Prior to the effective time of the merger, First Eagle will designate an agent, which may be the same person as the
paying agent (as described in the section below), that is reasonably acceptable to NewStar, to hold the net tax refunds
in accordance with the terms of the merger agreement, which we refer to as the CVR Agent .
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As a result of the closing of the transactions contemplated by the asset purchase agreement, NewStar anticipates that it
will recognize a loss for U.S. federal and state income tax purposes, which we refer to as the asset purchase loss .

Following the closing of the merger, at the direction of the CVR Committee, First Eagle and NewStar will use
reasonable best efforts to obtain U.S. federal and state income tax refunds for the two taxable years prior to, and
interim period ending on, the closing date as a result of the asset purchase loss.

In addition, the CVR Committee will prepare the tax returns to claim such refund, which we refer to each as a refund
return , subject to First Eagle s approval. First Eagle will timely file any such refund return within ten business days
after any such refund return has been so approved.

Prior to any such filing, the CVR Committee, First Eagle and NewStar will cooperate in good faith to resolve
any disputes with respect to any such refund returns.

In the event they are unable to resolve any such objections within 15 days, an accounting firm will be
engaged to resolve such objections within 15 days following its engagement, which resolution will be final
and binding.
Following NewStar s receipt of any U.S. federal and state income tax refunds described above, NewStar will promptly
(within five business days) deposit with the CVR Agent the net tax refund amount. The CVR Agent will promptly
deposit with the paying agent (and the paying agent will promptly disburse to the holders of contingent value rights)
an amount equal to 30% of such net tax refund. At the time of such distribution, each contingent value right will
entitle the holder to a payment equal to the quotient of:

the product of (i) 30% multiplied by (ii) the amount of the applicable net tax refund divided by

the number of contingent value rights then outstanding (which will be deemed to include such number of
contingent value rights that would have been issued to stockholders who have properly demanded their
statutory rights of appraisal under applicable Delaware law or who have not properly exchanged their shares
for payment of the merger consideration).
The remainder of such net tax refund will be held by the CVR Agent in the tax holdback account. Any interest earned
on the funds in the tax holdback account will be for the benefit of, and any losses will be for the account of, the
holders of contingent value rights.

In the event any U.S. federal income tax refund described in this section is approved by the JCT prior to completion of
the IRS audit, the CVR Agent will promptly deposit with the paying agent (and the paying agent will promptly

disburse to the holders of contingent value rights) an amount equal to the applicable JCT approval payment. At the
time of such distribution, each contingent value right will entitle the holder to a payment equal to the quotient of:

the amount of the applicable JCT approval payment divided by
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the number of contingent value rights then outstanding (calculated in the manner as set forth above).
The first JCT approval payment will also include an amount equal to 60% of any net tax refund that is a quick refund
of NewStar s estimated payments of U.S. federal income taxes for the taxable year that ends on the closing date (plus
any interest earned to date on such amount in the tax holdback account).

The remaining amount of any net tax refund (plus any interest earned to date on such amount) will be promptly
deposited by the CVR Agent with the paying agent (and the paying agent will promptly disburse to the holders of
contingent value rights) such remaining refund payment upon the earlier of:

the expiration of the statute of limitations applicable to the IRS s review of the tax return for the taxable year

to which such net tax refund relates; and
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the time that the IRS closes its income tax audit of NewStar for the taxable year to which such net tax refund
relates.
At the time of such distribution, each contingent value right will entitle the holder to a payment equal to the quotient
of:

the amount of the remaining refund payment divided by

the number of contingent value rights then outstanding (calculated in the manner as set forth above).
In the event any net tax refund is reduced as a result of a determination (as described below), the CVR Agent will
disburse to NewStar an amount equal to the cash tax owed as a result of such reduction, which disbursement will
reduce the amount held in the tax holdback account (but not below zero) and may result in there being no further
funds in the tax holdback account to be disbursed to the holders of contingent value rights.

A determination means the final resolution of liability for any tax for any taxable period as a result of:

a final decision, judgment, decree or other order by any court of competent jurisdiction that can no
longer be appealed to a court other than the Supreme Court of the United States;

a final settlement with the IRS, a closing agreement or accepted offer in compromise under applicable
provisions of federal tax law (or a comparable agreement under the laws of other jurisdictions, which
resolves the liability for the taxes addressed in such agreement for any taxable period);

any allowance of a refund or credit in respect of an overpayment of tax, but only after the expiration of
all periods during which such refund or credit may be recovered by the jurisdiction imposing the tax;
or

any other final disposition, including by reason of the expiration of the applicable statute of limitations.

Holders of contingent value rights will have no obligation to return or otherwise forfeit any amounts
previously paid to such holders in the event that, after any such payment, there is a determination that
adversely affects any of the net tax refunds.

CVR Committee

Prior to the merger, NewStar will form the CVR Committee with authority to monitor compliance with the above

provisions and enforce, on behalf of the holders of contingent value rights, the obligations of First Eagle and NewStar
pursuant to the provisions described in this section.
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The member of the CVR Committee will have the authority to appoint any successor member to the CVR
Committee reasonably acceptable to First Eagle.

Prior to the closing, NewStar will designate an alternate individual reasonably acceptable to First Eagle to
serve on the CVR Committee in the event of the death or disability of the member of the CVR Committee or
the resignation of such member without designation of a successor.
The CVR Committee will have full authority on behalf of the holders of contingent value rights to enforce the
provisions set forth above. Any decision, act or instruction of the CVR Committee with respect to the matters set forth
in the provisions described in this section will be final, binding and conclusive on all holders of contingent value
rights.

The reasonable and documented out-of-pocket costs and expenses of the CVR Committee, including reasonable and
documented fees for counsel and accountants and reasonable compensation for service of the members of such

committee will be paid by First Eagle, and First Eagle will indemnify each person who is or was a member of the
CVR Committee.
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First Eagle and NewStar will use reasonable best efforts to:

obtain the maximum amount of net tax refunds reasonably available and as reflected on the relevant refund
return;

cooperate with audits, and challenge in good faith any determination by a taxing authority or court adversely
affecting all or any portion of such refunds where, after consultation with First Eagle, the CVR Committee
has determined that such challenge has a reasonable possibility of success; and

provide the CVR Committee and its counsel and accountants with reasonable access to the books and
records of First Eagle and NewStar relevant to the net tax refunds.
First Eagle and NewStar will keep the CVR committee informed on a reasonably current basis of the status of the
foregoing. The CVR Committee will have the opportunity to control any such audit, dispute or action, and none of
First Eagle, NewStar or the CVR Committee, as applicable, will settle or agree to settle any such audit, dispute or
action without the prior written consent of the other party, which consent will not be unreasonably withheld,
conditioned or delayed.

Any decision of the CVR Committee with respect to the matters set forth above will be binding on all holders of the
contingent value rights; provided, that the holders of at least 25% of the outstanding contingent value rights will be
entitled to direct the CVR Committee to act on behalf of the holders of the contingent value rights to enforce: (A) the
preparation of the refund tax returns by the CVR Committee; (B) the filing of such tax returns by First Eagle; and

(C) the deposit by NewStar of the net tax refunds actually received with the CVR Agent. Furthermore, each holder of
a contingent value right is entitled to enforce the right to receive the payments set forth above to which such holder is
entitled.

CVR Agent

The cash deposited with the CVR Agent pursuant to the provisions described in this section will be invested by the
CVR Agent as directed by the CVR Committee. If there are losses with respect to such investments that cause the tax
holdback account to diminish below the level required to make cash payments to the holders of contingent value rights
as contemplated by the provisions described in this section, First Eagle will have no obligation to replace or restore
such portion of the funds in the tax holdback account. Nor will First Eagle have any obligation to replace or restore
any interest or other income from any investment of the net tax refunds in the tax holdback account. Any interest and
other income resulting from such investment will become a part of the tax holdback account.

The CVR Agent will keep a register, which we refer to as the CVR register , for the purpose of registering contingent
value rights and any permitted transfers of contingent rights.

Subject to the transfer restrictions described above, every request made to transfer a contingent value rights
must be in writing and accompanied by a written instrument of transfer, duly executed by the holder thereof
(or his, her or its attorney duly authorized in writing, personal representative or survivor) and setting forth in
reasonable detail the circumstances relating to the transfer.
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Upon receipt of such written notice, the CVR Agent will register the transfer of the contingent value rights in
the CVR register.

First Eagle and the CVR Agent may require payment of a sum sufficient to cover any stamp or other tax or
governmental charge that is imposed in connection with any such registration of transfer.
The holder of a contingent value right may at any time at its option abandon all of its remaining rights in a contingent
value right by written notice to the CVR Agent and First Eagle or by transfer of such contingent value right to First
Eagle without consideration therefor. Nothing in the provisions described in this section is intended to prohibit First
Eagle from offering to acquire a contingent value right for consideration in its sole discretion.
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Payment of the Merger Consideration

Prior to the effective time of the merger, First Eagle will designate a paying agent that is reasonably acceptable to
NewsStar, which we refer to as the paying agent . At the closing, First Eagle will cause to be deposited (including by
directing NewStar to deposit the proceeds paid to NewStar by the Asset Buyer in connection with the closing of the
asset sale), with the Paying Agent cash in U.S. dollars sufficient to pay the aggregate upfront per share consideration
with respect to all shares of common stock (other than restricted stock, cancelled shares and dissenting shares), which
we refer to as the upfront consideration payment fund .

With respect to any dissenting shares, First Eagle will be required to deposit, or cause to be deposited, with the Paying
Agent funds sufficient to pay the aggregate upfront per share consideration payable in respect of such dissenting
shares promptly following the holder thereof failing to perfect or effectively withdrawing or losing its right to dissent
under the DGCL.

The cash deposited with the Paying Agent will be invested by the Paying Agent as reasonably directed by First Eagle.
To the extent that there are losses with respect to such investments, or the upfront consideration payment fund
diminishes for other reasons below the level required to make prompt cash payment of the upfront per share
consideration, First Eagle will promptly restore such lost funds so as to ensure that the upfront consideration payment
fund is at all times maintained at a level sufficient to make such cash payments.

As soon as reasonably practicable after the effective time, the Paying Agent will mail or otherwise provide to each
former holder of record of a certificate or certificates that immediately prior to the effective time represented shares of
common stock, if any, which we refer to as a certificate , and each former holder of record of shares of common stock
held in book-entry form, which we refer to as book-entry shares , in each case other than holders of restricted stock,
cancelled shares and dissenting shares, transmittal materials, including a letter of transmittal and instructions for use in
effecting the surrender of the certificates or book-entry shares, as applicable, in exchange for the merger

consideration.

Upon proper surrender of a certificate or book-entry shares for exchange and cancellation to the Paying Agent in
accordance with the terms of such transmittal materials and instructions, the holder of record of such certificate or
book-entry shares (other than restricted stock, cancelled shares and dissenting shares) will be entitled to receive the
merger consideration in exchange therefor, and the certificate or book-entry share so surrendered will immediately be
cancelled.

Representations and Warranties; Material Adverse Effect

The merger agreement contains representations and warranties of NewStar, subject to certain exceptions in the merger

agreement, in the confidential disclosure letter delivered in connection with the merger agreement and in certain of
NewStar s public filings, as to, among other things:

corporate organization;

capitalization;
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corporate authority and the recommendation of NewStar board;

consents and approvals of governmental entities and other third parties relating to the execution, delivery or
performance of the merger agreement;

NewStar s SEC filings and financial statements;

the absence of undisclosed liabilities;

the absence of a material adverse effect and certain other changes or events;

legal proceedings;
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compliance with applicable law;

permits and regulatory matters;

clients;

advertisements under the Investment Advisers Act of 1940;

tax matters;

employee and employee benefit plan matters;

material contracts;

excluded assets;

real property;

intellectual property;

labor matters;

environmental matters;

the accuracy and completeness of the information supplied for the purposes of this proxy statement;

anti-takeover statutes;

transactions with affiliates;

broker s fees;
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receipt by the board of opinions from NewStar s financial advisors;

insurance matters; and

the accuracy of the representations and warranties of NewStar given under the asset purchase agreement.
The merger agreement also contains representations and warranties of First Eagle, FE Holdco and Merger Sub to
NewStar, subject to certain exceptions in the merger agreement, as to, among other things:

corporate organization;

corporate authority;

governmental and third party consents and approvals relating to the execution, delivery and performance of
the merger agreement;

ownership of common stock;

broker s fees;

the accuracy and completeness of the information supplied for the purposes of this proxy statement;

arrangements with NewStar s stockholders;

availability of funds to consummate the asset sale; and

the absence of a First Eagle material adverse effect.
Some of the representations and warranties in the merger agreement are qualified by materiality or knowledge
qualifications or a material adverse effect qualification with respect to NewStar or a First Eagle material adverse effect
with respect to First Eagle, as discussed below.
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For purposes of the merger agreement, a material adverse effect means any event, development, change, effect or
occurrence that, individually or in the aggregate with all other events, developments, changes, effects or occurrences,
has had or would reasonably be expected to have:

a material adverse effect on the business, results of operations or financial condition of NewStar and its
subsidiaries taken as a whole (but excluding the purchased assets and the assumed liabilities under the asset
purchase agreement); or

a material adverse effect on NewStar s ability to consummate the transactions contemplated by the merger

agreement on a timely basis.
In determining whether a material adverse effect has occurred under the first bullet in the immediately preceding
sentence, there will be excluded any fact, event, development, change, effect or occurrence to the extent resulting from
the following (except, in the case of the first, second, third, fourth and fifth bullets below, such events, changes,
conditions, occurrences or effects will be taken into account to the extent they disproportionately adversely affect
NewsStar and its subsidiaries, taken as a whole (excluding the purchased assets and the assumed liabilities), compared
to other similarly situated companies in the financial services industry):

any event, development, change, effect or occurrence in or affecting financial, economic, social or political
conditions generally or the securities, credit or financial markets in general, including interest rates or
currency exchange rates, or any changes therein, in the United States or elsewhere;

any change, event or development affecting the financial services industry generally;

the commencement, occurrence or escalation of any war, armed hostilities or acts of terrorism;

the occurrence of any force majeure events, including any earthquakes, floods, hurricanes, tropical storms,
fires or other natural disasters;

any adoption, implementation, proposal or change in any applicable law or GAAP or published
interpretations of any of the foregoing;

the entry into or the announcement or performance of the merger agreement or the asset purchase agreement
or the transactions contemplated thereby, including (a) the identity of First Eagle, the Asset Buyer and their
respective affiliates or their announced plans with respect to the conduct of the business of NewStar and its
subsidiaries following the closing of the transactions and (b) the impact thereof on any relationships of
NewsStar and its subsidiaries with business partners, present or prospective borrowers or employees;
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any change in credit ratings or the ratings outlook for NewStar or any of its subsidiaries by any applicable
rating agency (provided that the underlying facts giving rise or contributing to such change, if not otherwise
excluded from the definition of material adverse effect may be taken into account in determining whether a
material adverse effect has occurred);

any action taken or not taken to which First Eagle has consented in writing or any action expressly required
to be taken by the merger agreement or taken at the written request of First Eagle;

any action expressly required to be taken by the asset purchase agreement as in effect as of the date hereof or
as amended, modified or supplemented with the prior consent of First Eagle (or the failure to take any action
that the asset purchase agreement as in effect as of the date hereof or as amended, modified or supplemented
with the prior consent of First Eagle expressly restricts) which will include, without limitation, any reduction
or cessation of loan originations, purchases or securitizations in order to comply with the covenant in the
merger agreement restricting NewStar s conduct prior to the asset sale closing or the funding requirements for
the financing contemplated by the debt commitment letters;

the failure of NewStar or its subsidiaries to meet any internal or public projections, budgets, forecasts or
estimates of revenues, earnings or other financial results for any period ending on or after the date of
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the merger agreement; provided that the exception in this bullet will not be construed as implying that
NewsStar is making any representation or warranty with respect to any internal or public projections, budgets,
forecasts or estimates of revenues, earnings or other financial results for any future period (provided that the
underlying facts giving rise or contributing to such failure, if not otherwise excluded from the definition of

material adverse effect may be taken into account in determining whether a material adverse effect has
occurred);

changes in the market price or trading volumes of NewStar common stock or any suspension of trading on
NASDAQ generally (provided that the underlying facts giving rise or contributing to such changes, if not
otherwise excluded from the definition of material adverse effect may be taken into account in determining
whether a material adverse effect has occurred).
For purposes of the merger agreement, a First Eagle material adverse effect means any event, development, change,
effect or occurrence that, individually or in the aggregate with all other events, developments, changes, effects or
occurrences, has, or would reasonably be expected to prevent or materially delay First Eagle s or Merger Sub s ability
to consummate the merger.

Conduct of Business Pending the Merger

The merger agreement provides that except as (i) expressly contemplated or permitted by the merger agreement or the
asset purchase agreement, (ii) consented to in writing by First Eagle or (iii) required by applicable law or in
connection with the performance by NewStar and its subsidiaries of their obligations under any applicable collateral
management agreement, until the closing of the merger, (x) NewStar, its subsidiaries and NewStar funds will

(i) conduct its business in all material respects in the ordinary course consistent with past practice and in accordance
with applicable fund documentation and (ii) use its reasonable best efforts to maintain and preserve intact its business
organization (including relationships with clients, regulators and other persons material to the business of NewStar
and its subsidiaries) and keep available the services of its officers and employees and (y) subject to certain exceptions,
NewsStar and its subsidiaries will not, among other things:

adjust, split, combine, reclassify NewStar s securities;

set any record or payment dates for the payment of any dividends or distributions or make any dividend,
excluding a regular quarterly cash dividend payable in the fourth quarter of calendar year 2017 at a rate not
in excess of $0.02 per share;

issue, sell, grant, redeem or otherwise acquire any of NewStar s securities, except (i) pursuant to the exercise
of equity awards or warrants or (ii) to cover tax withholding obligations under the NewStar stock plan
pursuant to the exercise of options;

sell, transfer, encumber, license, abandon or otherwise dispose of any of its material assets or properties,
except:
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as expressly required by any specified contract in force as of October 16, 2017;

sales of certain loans held for sale; provided such sales are for cash (or equity securities in connection
with any restructuring, waiver or workout) and at an aggregate price not less than the aggregate
acquisition cost of such loans; or

sales of assets (other than certain specified assets) to be purchased by the Asset Buyer under the asset
purchase agreement;

acquire another person or division thereof or otherwise make material purchases of any property or assets,
except pursuant to foreclosures and similar transactions in the ordinary course of business consistent with
past practice;

purchase, originate, otherwise acquire or enter into any new loan commitment, increase any loan
commitment, or fund any loans, other than:

transfers of assets not being acquired by the Asset Buyer to NewStar or its subsidiaries;
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funding commitments under loans and investments owned by NewStar as of October 16, 2017 (which
would be purchased by the Asset Buyer to the extent still owned by NewStar at the closing) on the
terms in effect as of October 16, 2017 subject to certain limitations as set forth in the merger
agreement; and

prior to the specified date (as described below), purchasing, originating or entering into any new
commitment with respect to loans that are to be purchased by the Asset Buyer or increasing
commitments in respect thereof, provided that (x) the aggregate funding obligations for all such loans
and commitments is less than (y) the aggregate proceeds received after October 16, 2017 as a result of
the prepayment, sale or other disposition of loans that would have been purchased by the Asset Buyer
if such prepayment, sale or other disposition had not occurred, with (x) and (y) only being measured as
of a date that is ten business days before the date scheduled for the special meeting or such other date
as may be agreed by the parties, which we refer to as the specified date ;

enter into or renew, extend, amend or modify in any material respect or terminate or waive any material
terms or conditions of, any material contract;

subject to certain exceptions, increase, or commit to increase, the compensation of any of its employees,
officers, directors or independent contractors, except for annual increases in the base salary or wages of
employees (other than the members of the management committee) in the ordinary course of business at a
time (and in an amount) that is consistent with past practice;

grant or pay any severance, retention payment, annual incentive payment, bonus or welfare benefit or
perquisite;

become a party to, amend, terminate, establish or enter into any material benefit plan;

hire or terminate (other than for cause) any employee other than to replace non-officer employees whose
employment is terminated after October 16, 2017, on terms substantially similar to the arrangements of the
employee being replaced;

communicate with any NewStar employee regarding the compensation, benefits or other treatment (as an
employee) that he or she will receive, or that will be provided generally to NewStar employees or subsets
thereof, in connection with the merger, unless such communications are consistent with prior directives or
communications provided or approved by First Eagle;

make or incur any capital expenditures or expenditures with respect to certain owned real property
unless the cost of such expenditures is borne by the Asset Buyer;
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amend its certificate of incorporation, bylaws or similar governing documents;

incur, assume or issue instruments or securities evidencing any indebtedness or assume, guarantee or
otherwise become responsible for the obligations of any person or agree to allow any lien (other than
permitted liens) on any material properties or assets, or prohibit the imposition of any lien on any material
properties or assets; except for:

indebtedness for borrowed money between NewStar and/or any of its wholly owned subsidiaries (other
than any subsidiary that will be acquired by the Asset Buyer);

the rollover of repurchase facilities in effect as of October 16, 2017;

any indebtedness (and related liens) incurred in connection with the redemption of a specified CLO
prior to the closing;

borrowings under NewStar s warehouse lines to fund any delayed draw term loan, revolving loan
facility, incremental facility, letter of credit facility or similar commitment in effect as of October 16,
2017 or made thereafter in accordance with the terms of the merger agreement;
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before the specified date, borrowings under NewStar s warehouse lines in an aggregate amount that
does not exceed the aggregate amount of indebtedness retired in connection with any prepayment of,
or any sale or other disposition of assets that would have been purchased by the Asset Buyer if they
had not been prepaid or sold; provided that this bullet shall only be taken into account and measured as
of the specified date; and

borrowings to fund ordinary course expenses of NewStar and its Subsidiaries, provided that any
indebtedness incurred pursuant to this bullet and the previous five bullets is on terms in effect as of
October 16, 2017,

cancel or forgive indebtedness or claims owed to or held by NewStar other than (A) indebtedness or claims
that are assets to be purchased by the Asset Buyer (other than certain specified assets) or (B) for immaterial
amounts in the ordinary course of business;

enter into any settlement agreement, or otherwise release, waive or compromise, any claims or actions

(i) related to any transaction litigation or (ii) that is (or is threatened) against NewStar or any of its
subsidiaries or any NewStar fund that (A) involves the payment by NewStar or any of its subsidiaries or any
NewStar fund of an amount that exceeds $100,000 individually or $250,000 in the aggregate (excluding any
amounts that will be paid under existing insurance policies of NewStar or any of its subsidiaries) or

(B) materially restricts the ongoing business and operations of NewStar or any of its subsidiaries or any
NewStar fund;

make any changes in its accounting principles, methods, practices or policies, except as may be required by
reason of a change in applicable law or GAAP;

make or change any tax election or file any amendment to a tax return, enter into any closing agreement,
settle any material tax claim, audit or assessment, surrender any right to claim a refund and certain other tax
matters as set forth in the merger agreement;

enter into any new line of business;

change its lending, investment, risk and asset liability management policies in any material respect; lend on
terms other than in accordance with such polices; or modify, settle, collect or enforce any debt held by
NewsStar, any of its subsidiaries or any NewStar fund other than in accordance with such policies;

fail to conduct its cash management consistent in all material respects with past practices or maintain its
books and records other than in the ordinary course of business;
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fail to maintain in full force and effect the existing insurance policies and bonds or to timely replace such
insurance policies or bonds with comparable insurance policies;

fail to maintain any applications for or registrations of material intellectual property;

take or fail to take any action, the result of which is that NewStar or any of its subsidiaries or any of NewStar
funds is or will be required to register as an investment company under the Investment Company Act;

take or fail to take any action, the result of which act or failure to act is intended or would reasonably be
expected to result in any closing condition not being satisfied or that materially impair or delay
consummation of the closing; and

agree to, or make any commitment to, take any of the foregoing actions.
Go-Shop; No Solicitation

During the period from October 16, 2017 and continuing until the no-shop period start date, NewStar, its subsidiaries
and their respective representatives had the right to:

initiate, solicit, facilitate and encourage any inquiry or the making of any proposal or offer that constitutes,

or could reasonably be expected to lead to, an acquisition proposal (as described below);
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provide information regarding, and afford access to the business, properties, assets, books, records and
personnel of, NewStar, its subsidiaries and its affiliates to any persons (and their representatives, including
potential financing sources) relating to a potential acquisition proposal; provided that (A) prior to receiving
any non-public information or access any such person must be party to an acceptable confidentiality
agreement and (B) NewStar will provide to First Eagle and the Asset Buyer any such non-public information
that is provided to any such person that was not previously made available to First Eagle prior to or
substantially concurrently with the time it is provided to such person;

engage in discussions or negotiations with any persons that are party to an acceptable confidentiality
agreement (and their respective representatives, including potential financing sources) with respect to any
acquisition proposals (or inquiries, proposals or offers or other efforts that constitute, or could reasonably be
expected to lead to, an acquisition proposal); and

cooperate with or assist or participate in or facilitate any such inquiries, proposals, offers, discussions or
negotiations or any effort or attempt to make any acquisition proposals. We refer to these rights as the go
shop provisions .
In addition, NewStar may grant a waiver or release under any pre-existing standstill or similar provision to the extent
necessary to allow for a confidential acquisition proposal or amendment to a confidential acquisition proposal to be
made to NewStar or the board.

No later than two business days after the no-shop period start date, NewStar will notify First Eagle and the Asset
Buyer of the identity of each excluded party (as described below) from whom NewStar received a written acquisition
proposal after the execution of the merger agreement and prior to the no-shop period start date which notice will
include copies of drafts of proposed agreements, term sheets or letters of intent related thereto provided to NewStar or
any of its representatives.

Except as permitted by the merger agreement, from October 16, 2017 until the effective time of the merger or, if

earlier, the termination of the merger agreement in accordance with the applicable section of the merger agreement,
NewsStar and its subsidiaries will not, and NewStar will cause its (and its subsidiaries ) representatives not to:

initiate, solicit or knowingly facilitate or knowingly encourage any inquiries, proposals or offers that
constitute, or could reasonably be expected to lead to, an acquisition proposal;

enter into, continue, or otherwise engage in any negotiations or discussions concerning any acquisition
proposal or any such inquiry, proposal or offer;

provide access to its properties, books, records or personnel or any non-public information to, any person
relating to an acquisition proposal or any such inquiry, proposal or offer; or

waive the applicability of any takeover statutes in respect of any person (other than the parties and their
affiliates).

Table of Contents 205



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

In addition, NewStar will not, and will cause its subsidiaries and its and their respective representatives not to:

reimburse or agree to reimburse any person any expenses in connection with any acquisition proposal or any
inquiry, proposal or offer that could reasonably be expected to lead to an acquisition proposal; or

enter into any agreement with respect to an acquisition proposal (other than an acceptable confidentiality
agreement) or any agreement that requires NewStar to abandon or terminate or fail to consummate the
merger or the transactions contemplated by the asset purchase agreement.
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Beginning on the no-shop period start date, NewStar will promptly (and in any event within two calendar days) notify
First Eagle and the Asset Buyer of:

the receipt of any acquisition proposal (or any inquiry, proposal or offer that could reasonably be expected to
lead to an acquisition proposal) that is received on or after the no-shop period start date, which notice will
include the identity of the person(s) making, and a summary of the material terms of, such acquisition
proposal (or such inquiry, proposal or offer) and copies of drafts of proposed agreements, term sheets or
letters of intent related thereto provided to NewStar or any of its representatives; and

any written change to the financial or other material terms and conditions of any such acquisition proposal
(or such inquiry, proposal or offer) described above.
NewsStar will keep First Eagle and the Asset Buyer reasonably informed on a prompt basis of the status of any
acquisition proposal.

Beginning on the no-shop period start date and prior to obtaining stockholder approval of the merger proposal and the
asset sale proposal, if NewStar or any of its representatives receives a bona fide written acquisition proposal that was
not solicited in breach of the provisions described in this section, including from an excluded party (whether received
from an excluded party prior to, on or after the no-shop period start date), and the board has determined in good faith
(i) that such acquisition proposal constitutes or would reasonably be expected to lead to a superior proposal (as
summarized below) and (ii) that the failure to do so would be inconsistent with its fiduciary duties under applicable
law, then NewStar and its representatives may, prior to receipt of the requisite stockholder approval:

engage in discussions or negotiations with such person who has made such acquisition proposal (and its
representatives); and

provide information (including non-public information) regarding, and afford access to the business,
properties, assets, books, records and personnel of, NewStar, its subsidiaries and its affiliates to such person
who has made such acquisition proposal (and its representatives);
Prior to engaging in any discussions or negotiations or providing any non-public information or access NewStar must
enter into an acceptable confidentiality agreement with such person. NewStar will provide to First Eagle and the Asset
Buyer any non-public information that is provided to any such person that was not previously made available to First
Eagle and the Asset Buyer prior to or substantially concurrently with the time it is provided to such person.

Except as expressly permitted by the provisions described below under the heading  Change of Recommendation , from

October 16, 2017 until the effective time of the merger or, if earlier, the termination of the merger agreement in
accordance with the terms therein, the board will not:

withhold, withdraw, amend, qualify or modify NewStar recommendation (or publicly propose to withhold,
withdraw, amend, qualify or modify), in a manner adverse to First Eagle or the Asset Buyer;
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adopt, authorize, approve, accept, endorse, declare advisable or recommend (or publicly propose to adopt,
authorize, approve, accept, endorse, declare advisable or recommend) any acquisition proposal or submit to a
vote of NewStar stockholders any acquisition proposal;

fail to reaffirm its recommendation of NewStar recommendation following the public announcement of an
acquisition proposal within five (5) business days after First Eagle or the Asset Buyer so requests (or if the
special meeting is to occur earlier than the end of such five (5) business day period, at least one (1) business
day prior to the special meeting);

fail to recommend against any tender or exchange offer subject to Regulation 14D under the Exchange Act
that constitutes an acquisition proposal within ten (10) business days of the commencement (as
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such term is defined in Rule 14d-2 of the Exchange Act) thereof (or if the special meeting is to occur earlier
than the end of such ten (10) business day period, at least one (1) business day prior to the special meeting);
We refer to any of the foregoing actions as a change in recommendation .

For purposes of the merger agreement:

acquisition proposal means any inquiry, proposal or offer from any person (other than a joint offer from First
Eagle, FE Holdco, Merger Sub and the Asset Buyer) with respect to (x) the acquisition of securities (or
options, rights or warrants to purchase, or securities convertible into, such securities) representing twenty
percent (20%) or more of the issued and outstanding shares of common stock (or of securities representing
twenty percent (20%) or more of the total voting power of NewStar) or (y) the acquisition of twenty percent
(20%) or more of the consolidated assets (including stock of NewStar s subsidiaries) of NewStar and its
subsidiaries.

excluded party means any person from whom NewStar or any of its representatives has received a written
acquisition proposal after the execution of the merger agreement and prior to the no-shop period start date,
which written acquisition proposal the board has determined in good faith prior to the start of the no-shop
period start date is or would reasonably be expected to lead to a superior proposal. A person will cease to be
an excluded party if:

such acquisition proposal is withdrawn (with any amendment, modification or replacement of such
acquisition proposal not, in and of itself, be deemed a withdrawal of such acquisition proposal); or

such acquisition proposal, in the good faith determination of the board (after consultation with its
outside counsel and its financial advisor), no longer is or would reasonably be expected to lead to a
superior proposal.

superior proposal means a bona fide written acquisition proposal (except all references in the definition of

acquisition proposal to twenty percent (20%) or more are replaced with references to fifty percent (50%) or
more ) which the board concludes in good faith is reasonably likely to be consummated and would result, if
consummated, in a transaction that is more favorable to the stockholders of NewStar from a financial point
of view than the transactions contemplated by the merger agreement (after taking into account any changes
to the terms of the merger agreement irrevocably offered in writing by First Eagle and the Asset Buyer in
response to such superior proposal).

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this

section.

Termination of Agreements to Enter into a Superior Proposal
Prior to obtaining stockholder approval for the merger proposal and the asset sale proposal, NewStar may terminate
the merger agreement to enter into a definitive agreement with respect to a superior proposal (and/or the board may

make a change in recommendation with respect to a superior proposal) if and only if:
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NewStar has received a bona fide written acquisition proposal (including an acquisition proposal from an
excluded party) that was not solicited in breach of the provisions described above in ~ Go Shop; No
Solicitation that the board has determined in good faith constitutes a superior proposal and NewStar has
materially complied with the other provisions described above in ~ Go Shop; No Solicitation with respect to
such acquisition proposal;

the board has determined in good faith that the failure to terminate the merger agreement and/or make such
change in recommendation would be inconsistent with its fiduciary duties under applicable law;
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NewsStar delivers to First Eagle and the Asset Buyer a written notice advising First Eagle and the Asset
Buyer that the board proposes to take such action, which notice contains a copy of the proposed agreement
in respect of the superior proposal, including the identity of the party making such superior proposal;

until 5 p.m., New York time, on the fifth business day following the day on which NewStar delivered such
notice, if requested by First Eagle and the Asset Buyer, NewStar will engage in good faith negotiations with
First Eagle, the Asset Buyer and their respective representatives to make such adjustments in the terms and
conditions of the merger agreement and the asset purchase agreement and related agreements so that such
acquisition proposal would cease to constitute a superior proposal;

any revision or amendment to the financial terms or other material terms and conditions of such
superior proposal will be deemed to constitute a new superior proposal and will require a new notice,
except that the notice period with respect to such superior proposal will become three (3) business days
instead of five (5) business days; and

following the end of the applicable notice period(s) described above, the board determines in good faith
(a) taking into account any modifications to the merger agreement and the asset purchase agreement
proposed by First Eagle and the Asset Buyer prior to such time, that such acquisition proposal continues to
constitute a superior proposal and (b) that the failure to take such action would be inconsistent with its
fiduciary duties under applicable law.
The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Change of Recommendation

At any time prior to obtaining stockholder approval of the merger proposal and asset sale proposal, NewStar or its
board may make a change in recommendation (other than in response to or in respect of an acquisition proposal or a
superior proposal) if and only if:

the board determines in good faith that the failure to take such action would be inconsistent with its fiduciary
duties under applicable law as a result of any event, fact, circumstance, development or occurrence relating
to or affecting NewStar or its subsidiaries and which was not known by or reasonably foreseeable to the
board as of the date of the merger agreement, which we refer to as an intervening event ;

NewsStar delivers to First Eagle and the Asset Buyer a written notice advising First Eagle and the Asset
Buyer that the board proposes to take such action and specifying the reasons therefor, which notice will
include a description of the applicable intervening event;

until 5:00 p.m., New York City time, on the fifth business day following the day on which NewStar
delivered such notice, if requested by First Eagle and the Asset Buyer, NewStar will engage in good faith
negotiations with First Eagle, the Asset Buyer and their respective representatives to make such adjustments
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in the terms and conditions of the merger agreement and the asset purchase agreement so that the need for
making such change in recommendation would be obviated; and

following such time referred to in the immediately preceding bullet, the board determines in good faith
(taking into account any modifications to the merger agreement and the asset purchase agreement proposed
by First Eagle and the Asset Buyer prior to such time) that the failure to take such action would be
inconsistent with its fiduciary duties under applicable law.
The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.
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Potential Transactions involving First Eagle and the Asset Buyer

NewsStar will not, and will cause its subsidiaries and its and their respective representatives not to:

assist or facilitate the Asset Buyer or any of its affiliates to solicit or initiate discussions or engage in
negotiations with, or provide information to, the Asset Buyer with respect to any potential sale of or
transaction involving NewStar other than the transactions with First Eagle contemplated by the merger
agreement and the asset purchase agreement; and

assist or facilitate First Eagle or any of its affiliates to solicit or initiate discussions or engage in negotiations
with, or provide information to, First Eagle with respect to any potential sale of or transaction involving
NewsStar other than the transactions with the Asset Buyer contemplated by the merger agreement and the
asset purchase agreement.
The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Regulatory Approvals

Subject to the terms and conditions of the merger agreement, NewStar, First Eagle and the Asset Buyer will use their
respective commercially reasonable efforts to:

consummate the merger or asset sale, as applicable, and cause the closing conditions set forth in the merger
agreement or asset purchase agreement, as applicable, to be satisfied as promptly as practicable (and in any
event prior to the end date);

prepare as promptly as practicable all necessary applications, notices or filings required to be made to or
filed with any governmental entities by such party in connection with the transactions contemplated by the
merger agreement or asset purchase agreement, as applicable;

obtain or make as promptly as practicable all consents or approvals from any governmental entities or other
persons which are required to be obtained in connection with the transactions contemplated by the merger
agreement;

defend all lawsuits or other actions to which it or its subsidiaries is a party challenging or affecting the
merger agreement or asset purchase agreement, as applicable, or the consummation of the transactions
contemplated by such agreement, in each case until the issuance of a final, non-appealable order with respect
to each such lawsuit or other section;
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have lifted or rescinded any injunction or restraining order which may adversely affect the ability of the
parties to consummate the transactions contemplated by the merger agreement, in each case until the
issuance of a final, non-appealed order with respect to thereto; and

resolve any objection or assertion by any governmental entity challenging the merger agreement or the
transactions contemplated thereby.

Subject to the other provisions of the merger agreement, each of NewStar, First Eagle and the Asset Buyer will:

to the extent permitted by applicable law, promptly inform the other party of any substantive communication
received by such party from, or given by such party to, any governmental entity in connection with the
transactions contemplated by the merger agreement or asset purchase agreement, as applicable;

consult with the other parties (subject to applicable law) in connection with any applications, notices, filings
or requests made in connection with the transaction contemplated by the merger agreement or asset purchase
agreement, as applicable;

use commercially reasonable efforts to furnish to the other party and any governmental entities
such information and assistance as may be reasonably requested; and
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not independently participate in any meeting with any governmental entity without giving the other party
sufficient prior notice of the meeting and, to the extent permitted by such governmental entity, the
opportunity to attend and/or participate in such meeting.
The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Special Meeting

NewsStar will take all action necessary to promptly hold the special meeting for the purpose of obtaining stockholder
approval of the merger proposal and the asset sale proposal as promptly as practicable (but no later than 40 days)
following the date the SEC (or the staff of the SEC) confirms that it has no further comments on (or that it will not be
reviewing) the preliminary proxy statement. Except to the extent there has been a permitted change in
recommendation, NewStar will use its reasonable best efforts to obtain the requisite stockholder approval and keep
First Eagle and the Asset Buyer reasonably informed on the status of such efforts.

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Employee Matters

From the closing date through December 31, 2018, First Eagle will provide to continuing employees:

annual base salary and base wages, and cash incentive compensation opportunities, that are no less
favorable, in the aggregate, to such annual base salary and base wages, and cash incentive compensation
opportunities provided to such employees immediately prior to the effective time of the merger; and

the right to participate in any employee benefit plans or arrangements maintained by First Eagle

as similarly situated employees of First Eagle.
In the event that a continuing employee s employment is terminated other than for cause within the twelve (12) month
period immediately following the closing date, such terminated employee will receive certain minimum severance
benefits. This will not apply to any continuing employee who, in the event of such termination, is eligible for
severance under any other then applicable agreement (including any employment, severance or change of control
agreement).

Indemnification of Directors and Officers; Insurance

After the closing of the merger, First Eagle will indemnify, to the fullest extent provided in the certificate of
incorporation and bylaws of NewStar as in effect on the date of the merger agreement and permitted by applicable
law, each present and former director and officer of NewStar or any of its subsidiaries, against any costs or expenses
(including reasonable attorneys fees), losses, claims, damages, liabilities or awards paid in settlement or incurred in
connection with any actual or threatened action, arising out of, relating to or in connection with matters existing or
occurring at or prior to the effective time of the merger.

For a period of six years following the closing of the merger, the provisions in NewStar s certificate of incorporation
and by-laws with respect to indemnification, advancement of expenses and exculpation of former or present directors
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and officers will be no less favorable to such directors and officers than such provisions contained in NewStar s
certificate of incorporation and bylaws in effect as of the date of the merger agreement.

Prior to or at the closing of the merger, NewStar will purchase six year prepaid tail policies for directors and officers
liability insurance and fiduciary liability insurance providing at least the same coverage and amounts
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and containing terms and conditions that are at least as advantageous to the insureds as the current policies maintained
by NewStar with respect to claims arising from actual or alleged acts, errors or omissions that occurred at or before
the effective time of the merger, including the transactions contemplated by the merger agreement. NewStar will not
pay more than 250% of the most recent annual premium paid by NewStar prior to the effective time of the merger for
such tail policies .

NewStar will also honor and perform under all specified indemnification agreements entered into by NewStar with
any director or officer prior to the date of the merger agreement.

Stockholder Litigation

In the event that any claim or action is brought (or threatened to be brought) by any securityholders of NewStar
relating to the merger agreement, the asset purchase agreement or any transactions contemplated by such agreements,
NewsStar will promptly notify First Eagle and the Asset Buyer of any such claim or action and will keep First Eagle
and the Asset Buyer reasonably informed with respect to the status thereof. NewStar will give First Eagle and the

Asset Buyer the opportunity to participate in the defense of any such claim or action. NewStar will not settle or agree
to settle any such claim or action without First Eagle s and the Asset Buyer s prior written consent.

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Other Covenants and Agreements

The merger agreement also contains additional covenants, including, among others, covenants relating to access to
information, public announcements relating to the merger, notice of changes or events that would or would be
reasonably likely to prevent the satisfaction of any closing condition, actions to minimize the effect of any
anti-takeover laws, delisting from NASDAQ, consents of clients, compliance with the asset purchase agreement, fund
matters including the redemption of outstanding notes issued by NewStar Commercial Loan Funding 2014-1 LLC and
exemptions under Rule 16b-3 of the Exchange Act.

Conditions to Closing

Mutual Conditions

The obligations of NewStar and First Eagle to complete the merger are subject to the satisfaction of the following
conditions:

NewStar s stockholders have approved the merger proposal;

the asset sale has been completed;

the waiting period applicable to the merger under the HSR Act has expired or been terminated; and
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no government order preventing the consummation of the merger is in effect and no law has been enacted
prohibiting the merger.
Additional Conditions to the Obligations of First Eagle

The obligations of First Eagle to complete the merger are subject to the satisfaction (or waiver by First Eagle) of the
following additional conditions:

the accuracy of the representations and warranties of NewStar to the extent required by the merger
agreement as described below:

the representation regarding the capitalization of NewStar being true and correct in all respects, except
for any de minimis inaccuracies;
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the following representations, among others, being true and correct in all material respects: corporation
organization, authority, non-contravention of organizational documents, clients and applicable asset
under management and run rate revenue, excluded assets, anti-takeover statutes, broker s fees, opinions
of financial advisors and the absence of certain actions with respect to certain assets that would have
required the prior written consent of First Eagle if such action had been taken after the date of the
merger agreement;

the representations regarding no material adverse effect having occurred being true and correct in all
respects;

the representations regarding the status of NewStar, its subsidiaries and all NewStar funds
under the Investment Company Act of 1940 being true and correct in all respects; and

all of NewStar s other representations and warranties being true and correct in all respects subject to a
material adverse effect standard;

NewStar has complied in all material respects with its covenants;

since the date of the merger agreement, there not having occurred any fact, event, development, change,
effect or occurrence that, individually or in the aggregate, has had or would reasonably be expected to have a
material adverse effect;

First Eagle has received a certificate signed on behalf of NewStar, by an executive officer of NewStar,
certifying that the conditions described in the three previous bullets have been satisfied; and

NewsStar has (i) obtained client consents such that, as of the closing, the aggregate run rate revenue of such
consenting clients (generally equal to assets under management multiplied by annualized management fees)
is at least ninety percent (90%) of the run rate revenue of all clients as of October 12, 2017 and (ii) provided
First Eagle with reasonable evidence of such client consents and a certificate of an appropriate officer of
NewStar setting forth in reasonable detail NewStar s calculation of the run rate revenue of such consenting
clients.

Additional Conditions to the Obligations of NewStar

The obligations of NewStar to complete the merger are subject to the satisfaction (or waiver by NewStar) of the
following additional conditions:

the representations and warranties of First Eagle being true and correct (except to the extent such
representation or warranty expressly is made as of an earlier date, in which case as of such earlier date),
subject to a First Eagle material adverse effect;
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First Eagle has materially complied with its covenants; and

NewStar has received a certificate signed on behalf of First Eagle, by an executive officer of First Eagle,
certifying that the conditions described in the two previous bullets have been satisfied.
Termination

The merger agreement may be terminated at any time prior to the effective time in the following circumstances:

by mutual consent of First Eagle and NewStar in a written instrument;

by either First Eagle or NewStar, if:

any court or other governmental entity of competent jurisdiction has issued a final nonappealable order
or taken any other action permanently restraining or otherwise prohibiting the merger;

the merger has not occurred by the end date; provided that this termination right will not be available
to a party if such party has caused of the failure of the merger to occur by such time;
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the other party has breached any of the representations, warranties, covenants or agreements made by
the other party in the merger agreement, and such breach (i) is not cured within twenty business days
(or, if earlier, two business days prior to the end date), or which breach, by its nature, cannot be cured
prior to the end date and (ii) would entitle the non-breaching party to not consummate the merger;
provided that the terminating party is not then in material breach of any representation, warranty,
covenant or other agreement;

the stockholder approval of the merger proposal or the asset sale proposal has not been obtained at the
special meeting (or at any adjournment or postponement thereof); or

the asset purchase agreement has been terminated.

by First Eagle, prior to stockholder approval of the merger proposal or the asset sale proposal having been
obtained, if:

NewsStar has materially breached the go-shop and the non-solicitation provisions; or

the board has made a change in recommendation; or

by NewsStar, prior to stockholder approval of the merger proposal and asset sale proposal having been
obtained, in order to enter into a definitive agreement to effect a superior proposal; provided that
substantially concurrently with such termination NewStar enters into such agreement with respect to such
superior proposal and concurrently prior to such termination, NewStar has paid the go shop termination fee
or the termination fee (each as described below under the heading  Termination Fees ), which we refer to as
the superior proposal merger termination right .

Effect of Termination

In the event of termination of the merger agreement, the merger agreement will become null and void and have no
effect, and there will be no liability of any nature whatsoever under the merger agreement or in connection with the
transactions contemplated by the merger agreement on the part of First Eagle, FE Holdco, Merger Sub or NewStar (or
any of their respective subsidiaries or representatives), provided that, among other things, the confidentiality
agreement will survive any such termination and a party will not be relieved or released from any liabilities or
damages arising out of its willful and material breach of any provision of the merger agreement or fraud.

Termination Fees

Go Shop Termination Fee

NewStar is required to pay a termination fee of $10 million in the aggregate (with First Eagle to be paid $3 million
and the Asset Buyer to be paid $7 million) if the merger agreement and asset purchase agreement are terminated by
NewsStar in order to enter into a definitive agreement to effect a superior proposal with an excluded party; provided

that the initial superior proposal notice with respect to such excluded party was delivered to First Eagle and the Asset
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Buyer no later than fourteen days after the no shop period start date.

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Termination Fee

NewStar is required to pay a termination fee of $15 million in the aggregate (with First Eagle to be paid $4.5 million
and the Asset Buyer to be paid $10.5 million) if the merger agreement and asset purchase agreement are terminated as
follows:

if the merger agreement or asset purchase agreement is terminated by First Eagle or the Asset Buyer, as
applicable, as a result of NewStar materially breaching the non-solicitation provisions of such agreements or
a change of recommendation; or
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if the merger agreement and asset purchase agreement are terminated by NewStar in order to enter into a
definitive agreement to effect a superior proposal in a circumstance in which the go shop termination fee is
not payable

if all of the following occur:

the merger agreement or asset purchase agreement is terminated as a result of (i) a material breach by
NewsStar of such agreement, (ii) as a result of the stockholder approval of the merger proposal or asset
not proposal not being obtained, or (iii) the closing not occurring by the end date;

(x) an acquisition proposal was made to NewStar (but not publicly announced) and such acquisition
proposal has not been unconditionally withdrawn prior to the termination of the merger agreement and
asset purchase agreement or (y) an acquisition proposal was publicly announced at any time after
October 16, 2017 and prior to the termination of merger agreement and asset purchase agreement; and

within twelve (12) months after such termination, NewStar or any of its subsidiaries enters into a
definitive agreement with respect to, or consummates, an acquisition proposal, NewStar shall pay First
Eagle and the Asset Buyer the termination fee on or before the second business day after the date such
acquisition proposal is consummated. For purposes of this bullet and the immediately preceding bullet,
all references to 20% or more in the definition of acquisition proposal shall instead refer to 50% or
more .

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this

section.

Expenses

Except as otherwise expressly set forth in the merger agreement, all costs and expenses incurred in connection with
the merger agreement and the transactions contemplated thereby will be paid by the party incurring such expense
whether or not the merger is consummated. First Eagle will bear any filing fees in connection with the HSR Act filing.

Amendment of Merger Agreement and Asset Purchase Agreement

NewsStar shall not amend, modify or supplement the merger agreement or consent to any amendment or modification
of or supplement to the merger agreement or waive any of its rights thereunder and not terminate the merger
agreement under the provisions requiring mutual consent of NewStar and First Eagle. NewStar shall keep Asset Buyer
informed on a reasonably current basis of the status of the transactions contemplated by the asset purchase agreement..
Similarly, NewStar shall not amend, modify or supplement the asset purchase agreement or consent to any
amendment or modification of or supplement to the asset purchase agreement or waive any of its rights thereunder and
not terminate the asset purchase agreement under provisions requiring mutual consent of NewStar and the Asset
Buyer. NewStar shall keep First Eagle informed on a reasonably current basis of the status of the transactions
contemplated by the asset purchase agreement.

Subject to compliance with applicable law and the above paragraph, the merger agreement and asset purchase
agreement may be amended by the parties thereto; provided, however, that after stockholder approval of the merger
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proposal and asset sale proposal, no amendment may be made which by law requires the further approval of the
stockholders of NewStar without the receipt of such further approval.

The summary of the applicable provisions of the asset purchase agreement are included for convenience in this
section.

Governing Law

The merger agreement will be governed and construed in accordance with the laws of the State of Delaware, without
regard to any applicable conflicts of laws provisions.
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Specific Performance

The parties to the merger agreement will be entitled to seek an injunction or injunctions to prevent breaches (or
threatened breaches) of the merger agreement and seek to enforce specifically the terms and provisions of the merger
agreement, in addition to any other remedy to which such party is entitled at law or in equity.
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Asset Purchase Agreement
Structure of the Asset Sale
At the closing of the asset sale, NewStar will sell to the Asset Buyer (or certain designated subsidiaries thereof) a
portfolio of its investment assets, including loans and other credit investments (and certain related properties, rights,
contracts and claims), as further described below, and the Asset Buyer will assume certain liabilities and obligations

of NewStar and its subsidiaries to the extent arising out of or relating to such purchased assets.

The purchased assets include:

certain specified loans, securities, warrants, equity investments and other investments and assets, which we
refer to as the signing date investments , that remain outstanding as of the closing;

news loans, securities and other investments and assets acquired or funded by NewStar or certain

subsidiaries after the signing of the asset purchase agreement that remain outstanding as of the closing date,

which we refer to as the new loans , and all rights, warrants and equity interests in connection with any new

loans, which, together with the new loans and the assets described in the previous bullet, we refer to as the
purchased investments ;

membership interests of certain entities, which we refer to as the purchased entities ;

all rights under the definitive agreements relating to the purchased investments;

all accrued interest in respect of the purchased investments that is unpaid as of the closing, which we refer to
as the interest receivable ;

all accrued unused line fees in respect of the purchased investments that are unpaid as of the closing, which
we refer to as  unused line fees ;

all rights in the collateral securing any purchased investment;

any property that has reverted to NewStar s ownership or possession upon the default of a borrower under
any of the purchased investments;

if certain real property owned by a subsidiary of NewStar, which we refer to as the owned real property , is
sold prior to closing, an amount of cash equal to the sale price net of any out-of-pocket expenses incurred by
NewsStar in respect of such sale to the extent such sale price is in excess of ten million ($10,000,000) dollars;
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copies of all books and records relating primarily to the purchased investments; and

the rights of action and claims to the extent related to the purchased assets and assumed liabilities.
At the closing the Asset Buyer will (or will cause the applicable designated buyer entity to) assume and pay, perform
and discharge as they become due, all of the liabilities and obligations of NewStar and its subsidiaries to the extent
arising out of or relating to the purchased assets (or to which any purchased asset is subject), which we refer to as the
assumed liabilities . The assumed liabilities include:

all commitments and obligations to fund or advance additional amounts with respect to the purchased assets;

all obligations under documentation with respect to the purchased assets (including loan and credit
agreements, securitization agreements, note purchase agreements, security agreements and all related
modifications, waivers or consents);

all obligations arising out of or relating to the origination, acquisition, ownership, participation,
warehousing, sale, assignment, conveyance, servicing or collection of the purchased assets.
All liabilities and obligations of NewStar or any of its subsidiaries that are not assumed liabilities will be retained by
NewStar and its subsidiaries, which we refer to as the retained liabilities .

113

Table of Contents 227



Edgar Filing: NewStar Financial, Inc. - Form PRER14A

Table of Conten

When the Asset Sale Is Consummated

The closing of the asset sale will take place on the date that is the third business day after the satisfaction or waiver (to
the extent permitted by applicable law) of the closing conditions set forth in the asset purchase agreement (other than
those conditions which by their terms are to be satisfied at the closing, but subject to the satisfaction of such

conditions at the closing).

Payment of the Asset Sale Consideration

The purchase price to be paid by the Asset Buyer to NewStar is $2,370,700,000, which will be increased at the closing
by the Estimated Adjustment Amount (as described below) if such amount is a positive number and decreased at the

closing by the absolute value of the Estimated Adjustment Amount if such amount is a negative number.

The Estimated Adjustment Amount is calculated based on NewStar s pre-closing estimates of:

the amount of accrued interest receivable; plus

the amount of accrued unused line fees; plus

the amount of distributions in respect of certain CLO interests to be included in the purchased investments
(based on the number of days in the then-current payment period with respect to such CLO interest from the
date such period commenced through the closing date divided by the total number of days in such payment
period), which we refer to as the Other Assets_: minus

the Net Cash Amount (which may be a positive or negative number), which is the difference between the
Starting Assets (as described below) and the Closing Adjusted Assets (as described below).

Starting Assets is calculated by adding:

the aggregate outstanding balance, as of September 30, 2017, of specified loans and CLO notes
owned by NewStar as of such date; plus

the aggregate book value, as of September 30, 2017, of specified rights, warrants and other equity
investments owned by NewStar as of such date.

Closing Adjusted Assets is calculated by adding:
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the aggregate outstanding balance of the loans and CLO notes to be acquired by the Asset Buyer
at the closing; plus

the aggregate book value of NewStar s other rights, warrants and other equity investments to be
acquired by the Asset Buyer at the closing; plus

the aggregate amount of any charge offs resulting in a reduction of the principal balance of the
related purchased investments made on or after September 30, 2017; plus

the amount of Realized Losses , if any, calculated as the positive difference between (x) the
aggregate reserve price for all assets that have been sold after September 30, 2017 and prior to the
closing and (y) the aggregate cash proceeds received by NewStar from such sales.

Notwithstanding the above calculation, in no event will the Net Cash Amount be less than (i) negative
three hundred million dollars plus (ii) the aggregate unfunded amounts as of the closing in respect of
any revolving loan commitments, delayed draw term loans and similar investments that are purchased
investments.
Following the closing, no later than the fifth business day after all payment dates for the first quarter of 2018 have
occurred with respect to certain CLO interests described in the third bullet of the calculation of Estimated Adjustment
Amount as described above, NewStar will deliver to the Asset Buyer its calculation of the actual amounts of interest
receivable, unused line fees, Other Assets and Net Cash Amount, in each case of the close of business on the closing
date.
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The Asset Buyer will have 10 business days to notify NewStar of any objections to such calculation. If the parties fail
to resolve all objections within 10 days following delivery of such dispute notice, then the Asset Buyer and NewStar
shall retain a third party national accounting firm to resolve such dispute. Such accounting firm is to complete its
review within 20 days after being requested to conduct such review. The amounts of interest receivable, unused line
fees, Other Assets and Net Cash Amount as agreed by the Asset Buyer and NewStar or as determined by the
accounting firm shall be final and binding on the parties.

If the sum of the finally determined interest receivable, unused line fees and Other Assets minus the finally
determined Net Cash Amount is greater than the Estimated Adjustment Amount, then the Asset Buyer shall pay
NewsStar the difference. If the Estimated Adjustment Amount is greater than the sum of the finally determined interest
receivable, unused line fees and Other Assets minus the finally determined Net Cash Amount, then NewStar shall pay
the Asset Buyer the difference.

At the same time as the purchase price is finally determined as described in the paragraph above, the Asset Buyer shall
deliver to NewStar and the CVR Committee a schedule allocating such purchase price among the purchased assets,
which schedule is to be prepared in accordance with Section 1060 of the Code and the applicable treasury regulations
thereunder. Within fifteen days following receipt of such schedule the CVR Committee is to provide notice to the
Asset Buyer and NewStar of any objections. In the event the CVR Committee, the Asset Buyer and NewStar are
unable to resolve any such objections within fifteen days following receipt of such dispute notice, the Asset Buyer,
Surviving Corporation and the CVR Committee shall engage a third party accounting firm to resolve such objections
and use their reasonable best efforts to cause such accounting firm to resolve such objections within 15 days following
its engagement. As noted above, once such purchase price allocation is determined, the refund return prepared by the
CVR Committee can be finalized, and First Eagle can file such refund return in accordance with the procedures
described above.

Representations and Warranties; Material Adverse Effect

In the asset purchase agreement, NewStar has made representations and warranties to the Asset Buyer with respect to,
among other things:

corporate organization;

corporate authority and the recommendation of NewStar board;

consents and approvals of governmental entities and other third parties relating to the execution or
performance of the asset purchase agreement;

legal proceedings and compliance with applicable law;

the signing date investments and the purchased investments;
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the accuracy and completeness of the information supplied for the purposes of this proxy statement;

anti-takeover statutes;

broker s fees;

tax matters;

purchased entities;

real property;

absence of a material adverse effect since September 30, 2017; and

the accuracy of the representations and warranties of NewStar given under the merger agreement.
The asset purchase agreement also contains representations and warranties of the Asset Buyer to NewStar, as to,
among other things:

corporate organization;
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corporate authority and no violation;

governmental and third party consents and approvals relating to the execution and performance of the asset
purchase agreement;

ownership of common stock;

broker s fees;

the accuracy and completeness of the information supplied for the purposes of this proxy statement;

investment status;

arrangements with NewStar s stockholders;

financing;

limited guaranty; and

the absence of an Asset Buyer material adverse effect.
Some of the representations and warranties in the asset purchase agreement are qualified by materiality or knowledge
qualifications or a material adverse effect qualification with respect to NewStar or a Buyer material adverse effect
with respect to the Asset Buyer, as discussed below.

For purposes of the asset purchase agreement, we refer to a material adverse effect as any event, development, change,
effect or occurrence that, individually or in the aggregate, has had or would reasonably be expected to have:

a material adverse effect on the purchased assets and the assumed liabilities taken as a whole; or

a material adverse effect on NewStar s ability to consummate the transactions contemplated hereby on a
timely basis.
In determining whether a material adverse effect has occurred under the first bullet in the previous sentence, there will
be excluded any fact, event, development, change, effect or occurrence to the extent resulting from the following
(except, in the case of the first, second, third, fourth and fifth bullets below, to the extent they disproportionately
adversely affect NewStar and its subsidiaries, taken as a whole, compared to other similarly situated companies in the
financial services industry):
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any event, development, change, effect or occurrence in or affecting financial, economic, social or political
conditions generally or the securities, credit or financial markets in general, including interest rates or
currency exchange rates, or any changes therein, in the United States or elsewhere;

any change, event or development affecting the financial services industry generally;

the commencement, occurrence or escalation of any war, armed hostilities or acts of terrorism;

the occurrence of any force majeure events, including any earthquakes, floods, hurricanes, tropical storms,
fires or other natural disasters;

any adoption, implementation, proposal or change in any applicable law or GAAP or published
interpretations of any of the foregoing;

the entry into or the announcement or performance of the asset purchase agreement or the merger agreement
or the transactions contemplated thereby, including (a) the identity of the Asset Buyer, First Eagle and their
respective affiliates or their announced plans with respect to the purchased assets or assumed liabilities
following the closing or (b) the impact on the purchased assets or assumed liabilities;

any change in credit ratings or the ratings outlook for NewStar by any applicable rating agency (provided
that the underlying facts giving rise or contributing to such change, if not otherwise excluded
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from the definition of material adverse effect may be taken into account in determining whether a material
adverse effect has occurred);

any action taken or not taken to which the Asset Buyer has consented in writing or any action expressly
required to be taken by the asset purchase agreement or taken at the written request of the Asset Buyer;

the failure of NewStar or its subsidiaries to meet any internal or public projections, budgets, forecasts or
estimates of revenues, earnings or other financial results for any period ending on or after the date of the

asset purchase agreement (provided that the underlying facts giving rise or contributing to such failure, if not
otherwise excluded from the definition of material adverse effect may be taken into account in determining
whether a material adverse effect has occurred); or

changes in the market price or trading volumes of NewStar common stock or any suspension of trading on
NASDAQ generally (provided that the underlying facts giving rise or contributing to such change, if not
otherwise excluded from the definition of material adverse effect may be taken into account in determining
whether a material adverse effect has occurred).
For purposes of the asset purchase agreement, we refer to a Buyer material adverse effect as any fact, event,
development, change, effect or occurrence that, individually or in the aggregate with all other facts, events,
developments, changes, effects or occurrences, has, or would reasonably be expected to have a material adverse effect
on the Asset Buyer s ability to consummate the transactions contemplated by the asset purchase agreement on a timely
basis.

Conduct of Business Pending the Asset Sale

The asset purchase agreement provides that except as (i) expressly contemplated or permitted by the asset purchase
agreement or the merger agreement, (ii) consented to in writing by the Asset Buyer or (iii) required by applicable law
or required by NewStar and its subsidiaries pursuant to the obligations under any applicable CLO management
contract, NewStar will, and will cause each of its subsidiaries to: (w) conduct its business with respect to the
purchased assets and assumed liabilities in the ordinary course consistent with past practice, (x) use reasonable best
efforts to preserve and maintain intact the purchased assets, (y) hold the net proceeds (after repayment of
indebtedness) from the sale of any purchased assets in cash or reinvest such proceeds only in certain types of loan
assets, securities and other investments and (z) not, and not permit any of its subsidiaries to:

purchase