
 

What is the signiƱcance of the legal action against a BlackRock unit that did a 100 percent 
loan write down from one quarter to the next? What are the implications for reporting, 
potentially improper oversight, federal involvement, etc.? 

 

The legal action against BlackRock TCP Capital Corp. (TCPC) centers on a federal probe 
and investor class-action lawsuits following sudden, massive loan write-downs. This 
situation highlights critical concerns about valuation opacity in the $1.8 trillion private 
credit market. [1, 2, 3, 4] 

SigniƱcance of the Action 

The primary signiƱcance lies in the sudden collapse of asset values that were previously 
reported as stable. [1] 

• Abrupt Devaluations: TCPC marked multiple private loans—including positions in 
InƱnite Commerce Holdings and Renovo Home Partners—from 100% of par value 
to zero within a single quarter. 

• Market Shock: These write-downs led to a 19% drop in Net Asset Value (NAV) and 
triggered a 45% decline in share price over the past year. 

• Private Credit Exposure: The case acts as a "canary in the coal mine" for the private 
lending industry, revealing how illiquid assets can mask deterioration until a 
sudden, total loss occurs. [1, 2, 3, 4, 5, 6, 7] 

Implications for Reporting and Oversight 

The legal actions allege that BlackRock's internal controls failed to provide transparent or 
timely reporting. [1] 

• Fee Manipulation Allegations: Federal prosecutors are investigating whether 
BlackRock deliberately inƲated asset values to maximize management fee income, 
which is typically calculated based on reported NAV. 

• Masking Deterioration: Critics and lawsuits allege that portfolio restructurings 
were used to hide non-performing loans, temporarily improving "non-accrual" 
metrics while the underlying assets were actually failing. 
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• Inaccurate Disclosures: Investor suits claim BlackRock provided "materially false 
and misleading statements" regarding the health of its portfolio and its valuation 
methodology. [1, 2, 3, 4, 5, 6] 

Federal Involvement 

Federal authorities have initiated formal investigations into the fund's practices. [] 

• U.S. Attorney’s OƯice (SDNY): Federal prosecutors from Manhattan are actively 
probing the valuation practices of the TCP Capital fund, having interviewed senior 
executives and demanded internal documents. 

• Regulatory Focus: Jay Clayton, former SEC Chair and current leader at the SDNY, 
has speciƱcally warned that "manipulating value to collect fees" is a prohibited 
practice that regulators are closely monitoring. 

• Broader Precedent: This probe could set a precedent for higher federal standards 
for daily valuations and transparency in private credit funds, which traditionally rely 
on subjective quarterly marks. [1, 2, 3, 4, 5, 6] 
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