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This part of FORM ADV gives information about the investment adviser and its business for the use of clients. 

The information has not been approved or verified by any government authority. 
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FORM ADV 
Part II - Page 2 

Applicant: SEC File Number: 
 
801- 

Date: 

  

1.     A.     Advisory Services and Fees.  (check the applicable boxes)       For each type of service provided, state the 
                                                                                                                       approximate % of total advisory billings from                                   
Applicant:                                                                                                     that service.  (See instruction below.)                
          (1)      Provides investment supervisory services ..........................................................................................                       % 
          (2)      Manages investment advisory accounts not involving investment supervisory services.....................                      %     
          (3)      Furnishes investment advice through consultations not included in either service described above...                      %      
          (4)      Issues periodicals about securities by subscription ..............................................................…...........                      % 
          (5)      Issues special reports about securities not included in any service described above...........................                      % 
          (6)      Issues, not as part of any service described above, any charts, graphs, formulas, or other devices 
                     which clients may use to evaluate securities.......................................................................................                       % 
           (7)      On more than an occasional basis, furnishes advice to clients on matters not involving securities...                       % 
           (8)      Provides a timing service ...............................................................................................................…                       % 
           (9)      Furnishes advice about securities in any manner not described above..........................................….                       % 
 

(Percentages should be based on applicant’s last fiscal year.  If applicant has not completed its first fiscal year, 
provide estimates of advisory billings for that year and state that the percentages are estimates.) 

_________________________________________________________________________________________________________   
                                                                                                                                                                                        Yes      No   
    B.    Does applicant call any of the services it checked above financial planning or some similar term? . . . . . . .               
 _________________________________________________________________________________________________________ 
    C.    Applicant offers investment advisory services for: (check all that apply) 
  
            (1)    A percentage of assets under management                                  (4)      Subscription fees 
            (2)    Hourly charges                                                                             (5)      Commissions 
            (3)    Fixed fees (not including subscription fees)                                (6)      Other 
_________________________________________________________________________________________________________                                                                                                                                                                                                                  
    D.    For each checked box in A above, describe on Schedule F: 
 

• the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for 
a fee 

 
• applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable 

 
• when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund 

or may terminate an investment advisory contract before its expiration date 
                               
 2. Types of clients - Applicant generally provides investment advice to: (check those that apply) 
 
             A.    Individuals                                                        E    Trusts, estates, or charitable organizations 
             B.    Banks or thrift institutions                                F.    Corporations or business entities other than those listed above 
             C.    Investment companies                                      G.    Other (describe on Schedule F)  
             D.    Pension and profit sharing plans 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 
 
 
 
 
 

 
 
 

  

 
 
 

 
 
 

 
 
 
 

 
 
 



FORM ADV 
Part II - Page 3 

Applicant: SEC File Number: 
801- 

Date: 

3.   Types of Investments.  Applicant offers advice on the following: (check those that apply) 
 
              A.    Equity securities                                                                            H.    United States government securities 
                     (1) exchange-listed securities                                                          I.    Options contracts on: 
                     (2) securities traded over-the-counter                                                    (1) securities 
                     (3) Foreign issuers                                                                                 (2) commodities 
 
              B.    Warrants                                                                                         J.    Futures contracts on: 
              C.     Corporate debt securities (other than commercial paper)                    (1) tangibles 
                                                                                                                                    (2) intangibles 
              D.     Commercial paper 
              E.      Certificates of deposit                                                                   K.   Interests in partnerships investing in: 
              F.      Municipal securities                                                                             (1) real estate 
                                                                                                                                     (2) oil and gas interests 
              G.      Investment company securities:                                                          (3) other (explain on Schedule F) 
                       (1) variable life insurance 
                       (2) variable annuities                                                                      L.   Other  (explain on Schedule F) 
                       (3) mutual fund shares 

4.   Methods of Analysis, Sources of Information, and Investment Strategies. 
 
      A.   Applicant’s security analysis methods include: (check those that apply) 
 
      (1)            Charting                                                                             (4)                Cyclical 

      (2)            Fundamental                                                                      (5)                Other  (explain on Schedule F) 

      (3)            Technical 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       B.   The main sources of information applicant uses include: (check those that apply) 
 
      (1)             Financial newspapers and magazines                          (5)           Timing services  

      (2)             Inspections of corporate activities                               (6)           Annual reports, prospectuses, filings with the  

      (3)             Research materials prepared by others                                        Securities and Exchange Commission 

      (4)             Corporate rating services                                             (7)           Company press releases 

                                                                                                             (8)          Other  (explain on Schedule F) 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       C.    The investment strategies used to implement any investment advice given to clients include: (check those that apply) 
 
      (1)             Long term purchases                                                       (5)              Margin transactions 
                        (securities held at least a year) 
      (2)            Short term purchases                                                        (6)              Option writing, including covered options, 
                        (securities sold within a year)                                                            uncovered options or spreading strategies 

      (3)            Trading (securities sold within 30 days)                          (7)              Other (explain on Schedule F) 

      (4)            Short sales 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 
 
 

 

 
 

 
 

 
 
 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 
 

 
 

 
 

 

 

 

 

 

 
 



FORM ADV 
Part II - Page 4 

Applicant: SEC File Number: 
801- 

Date: 

5.     Education and Business Standards. 
 
        Are there any general standards of education or business experience that applicant requires of those involved in       Yes   No 
        determining or giving investment advice to clients? ...................................................................................................         

 
(If yes, please describe these standards on Schedule F) 

6.     Education and Business Background. 
        For: 

•  each member of the investment committee or group that determines general investment advice to be given to clients, or 
•  if the applicant has no investment committee or group, each individual who determines general investment advice 

                clients (if more than five, respond only for their supervisors) 
 •      each principal executive officer of applicant or each person with similar status or performing similar functions. 
         

        On  Schedule F, give the: 
        •      name                                                                              •       formal education after high school 
        •      year of birth                                                                   •       business background for the preceding five years 

7.     Other Business Activities.  (check those that apply) 
 
                A.     Applicant is actively engaged in a business other than giving investment advice. 

          B.     Applicant sells products or services other than investment advice to clients. 

C.   The principal business of applicant or its principal executive officers involves something other than providing 
          investment advice. 

 
(For each checked box describe the other activities, including the time spent on them, on Schedule F.) 

8. Other Financial Industry Activities or Affiliations.  (check those that apply) 

               A.    Applicant is registered (or has an application pending) as a securities broker-dealer.   

   B.    Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator 
           or commodity trading adviser. 

               C.    Applicant has arrangements that are material to its advisory business or its clients with a related person who is a: 
 
               (1)   broker-dealer                                                                       (7)    accounting firm 

               (2)   investment company                                                           (8)    law firm 

               (3)   other investment adviser                                                     (9)    insurance company or agency 

               (4)   financial planning firm                                                      (10)   pension consultant 

               (5)   commodity pool operator, commodity trading                  (11)   real estate broker or dealer 
                       adviser or futures commission merchant 

               (6)   banking or thrift institution                                                (12)   entity that creates or packages limited partnerships 
 

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.) 
                                                                                                                                                                                                Yes     No 
         D.     Is applicant or a related person a general partner in any partnership in which clients are solicited to invest?..          
 

(If yes, describe on Schedule F the partnerships and what they invest in.) 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

 
 
 

 
 

 

 
 
 
 
 

 

 
 
 
 

 

 

  



  

FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

9.     Participation or Interest in Client Transactions. 
  
       Applicant or a related person: (check those that apply) 
 
                A.    As principal, buys securities for itself from or sells securities it owns to any client. 

                B.    As broker or agent effects securities transactions for compensation for any client. 

          C.    As broker or agent for any person other than a client effects transactions in which client securities are sold to or                                              
                        bought from a brokerage customer. 

   D.   Recommends to clients that they buy or sell securities or investment products in which the applicant or a related                                                   
            person has some financial interest. 

                 E.   Buys or sell for itself securities it also recommended to clients. 

 
(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and 

 what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)  
 

      Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or     
      prospective client upon request. 

10.    Conditions for Managing Accounts.  Does the applicant provide investment advisory services, manage                   Yes    No 
          investment advisory accounts or hold itself out as providing financial planning or some similarly termed 
          services and impose a minimum dollar value of assets or other condition for starting or maintaining an 
          account?  
 

(If yes, describe on Schedule F) 

11.     Review of Accounts.  If applicant provides investment supervisory services, manages investment advisory account,  
          or holds itself out as providing financial planning or some similarly termed services: 
 

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and  
       triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive     
       from applicant on performing reviews, and number of accounts assigned each. 

 
 
 
 
 
 
 
 
          B.   Describe below the nature and frequency of regular reports to clients on their accounts. 
 
 
 
 
 
 
 
 
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 

 

 

 

 

 



  

FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

12.     Investment or Brokerage Discretion.  
 
          A.     Does applicant or any related person have authority to determine, without obtaining specific client consent, the: 
                                                                                                                                                                                                 Yes   No 
                   (1)    securities to be bought or sold? ...............................................................................................................           
                                                                                                                                                                                                 Yes   No 

(2) amount of securities to be bought or sold? .......................................................................................…..    
                                                                                                                                                                                                 Yes   No 
                   (3)    broker or dealer to be used?     ................................................................................................................    
                                                                                                                                                                                                 Yes   No 
                   (4)    commission rates paid? ...........................................................................................................................            
  ________________________________________________________________________________________________________                                                                                                                                                                                                                
                                                                                                                                                                                                 Yes   No 
           B.     Does applicant or a related person suggest brokers to clients? .......................................................................           
 
                    For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)  
                    or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness  
                    of their commissions. If the value of products, research and services given to the applicant or a related  
                    person is a factor, describe:  
 
                    •     the products, research and services  
 
      •      whether clients may pay commissions higher than those obtainable from other brokers in return for those products           
                           and services  
 
      •       whether research is used to service all of applicant's accounts or just those accounts paying for it; and  
 
                    •       any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in      
                             return for product and research services received.  

13.       Additional Compensation. 
 
            Does the applicant or a related person have any arrangements, oral or in writing, where it:  
 
            A.      is paid cash by or receives some economic benefit (including commissions, equipment or non-research          Yes   No  
                      services) from a non-client in connection with giving advice to clients? . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

                                                                                                                                                                                                    Yes   No    

            B.      directly or indirectly compensates any person for client referrals?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

(For each yes, describe the arrangements on Schedule F.) 

14.       Balance Sheet.  Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:  
 
            •        has custody of client funds or securities (unless applicant is registered or registering only with the  
                      Securities and Exchange Commission); or  
 
            •        requires prepayment of more than $500 in fees per client and 6 or more months in advance  
                                                                                                                                                                                                    Yes  No  
                     Has applicant provided a Schedule G balance sheet?..............................................................................                  
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

  

  
 

  

  

  

  

  



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 
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Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 
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(identify) 
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	0: Maintaining the confidentiality of client personal financial information is very important to Peritus I Asset Management, LLC (“Adviser”).  To provide clients with quality service, Adviser may collect several types of non-public personal information about clients, including:
·          Information from forms that clients may fill out and send to Adviser in connection with Adviser's services       (such as name, address, and social security number).
·          Information a client may give Adviser orally.
·          Information about the amount clients have invested with Adviser.
·          Information about any bank account clients may use for transfers between a bank account and Adviser's managed accounts.
Adviser does not sell or disclose client personal information to anyone except as permitted or required by law.  For example, Adviser may share information collected about its clients with Adviser's independent auditors.  Adviser may share this information with Adviser's legal counsel as it deems appropriate and with regulators.  Finally, Adviser may disclose information about clients at the client's request (for example, by sending duplicate account statements to someone designated by the client), or as otherwise permitted or required by law.
Within Adviser, access to information about clients is restricted to those employees who need to know the information to service client accounts.  Adviser employees follow our procedures to protect client privacy and are instructed to access information about clients only when they have a business reason to obtain it.
Adviser reserves the right to change its privacy policy in the future, but Adviser will not disclose client non-public personal information as required or permitted by law without giving the client an opportunity to instruct Adviser not to.
 
 
 
Other Compensation                                                                                                                                                                         
 
Adviser may also enter into performance fee arrangements with certain individual or institutional clients and with private investment funds, which provide for compensation to the investment adviser on the basis of a share of the capital gains upon, or the capital appreciation of, the assets, or any portion of the assets, of a client or private investment fund, provided that all the conditions in Rule 205-3 under the Investment Advisers Act of 1940 are satisfied and state law does not prohibit such arrangements.
 
 
Services and Fees
 
Adviser provides investment supervisory services to individually managed accounts for individuals and institutional clients and to private investment funds.
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Item 1.D

	Text9: Peritus I Asset Management, LLC
	Text10: 20-0686460
	Text14: 
	Text15: Individually Managed Accounts
General.  Adviser intends to provide discretionary investment advice and management to individually managed accounts.  Adviser intends to hold a limited power of attorney to act on a discretionary basis with client funds.
Adviser will not maintain possession or custody of the funds or securities of any client.  The client funds will typically be deposited in either a brokerage firm or bank custodian account. With client consent, Adviser may cause fees to be paid out of individually managed accounts by the client's custodian. When it does so, Adviser will send the client an invoice showing the amount of the fees, the value of the assets on which they are based, and the computation concurrently with billing the custodian.
Generally, and except to the extent that a client otherwise instructs Adviser in writing, Adviser will vote (by proxy or otherwise) in all matters for which a shareholder vote is solicited by, or with respect to, issuers of securities beneficially held in the client's account in such manner as Adviser deems appropriate.
Fees.  Portfolio compensation will be determined based on each client's needs and any applicable portfolio restrictions. A client's needs will be determined through an interview which will be conducted either in person or over the telephone. All fees and account minimums will be negotiable.  However, a minimum of $1,000,000 of assets under management will typically be required for services.
Compensation provided to Adviser is negotiable and varies, but typically consists of the following components.  First, Adviser charges an annual fee of 1.5% of assets under management, which amount is payable in advance in quarterly installments at the beginning or end (depending on the provisions of each client's account agreement) of each calendar quarter based on the net market value of the client's account on the date the fee accrues and becomes payable.  A prorated fee is also charged for any client contributions from the date of the contribution through the quarter end.  Second, Adviser may charge a fee that includes (a) an annual fee of 1.0% of assets under management, payable in advance in quarterly installments at the beginning of each calendar quarter based on the net market value of the client's account on the date the fee accrues and becomes payable, plus (b) 20% of net profits of the account (including both realized and unrealized gains and losses) to the extent that those profits exceed the performance of the established comparative High Yield Index for that particular fund.  Performance fees are assessed in arrears on a quarterly basis.   If the aggregate amount of the asset based management fees payable by a client during either of those one-year periods is less than the start up fee for that period, or if the client terminates the account during that period, the client is not entitled to any further offset or refund of the start up fee.
 
A portion of the clients' assets may be invested in certain collateralized debt obligations, collateralized mortgage obligations and collateralized note obligations (collectively, “Collateralized Obligations”). The Adviser provides management and advisory services to the sponsors of some of those Collateralized Obligations and receives a fee for such services. In such cases, the Adviser offsets the fee it otherwise would charge its clients by the same amount it receives from the sponsors. While the Adviser attempts to prudently invest client funds in such Collateralized Obligations, a conflict of interest may exist in recommending these investments. 
	Text16: 
	Text17: Fees based on performance will meet all requirements for such allocations as specified under Rule 205-3 under the Investment Advisers Act of 1940, as applicable.
 
Termination.  An agreement for an individually managed account may be cancelled at any time, by either party, for any reason, upon receipt of 30 days written notice. Upon receipt of notice of termination of any account, Adviser will commence the process of liquidating such account, which generally will be completed within 90 days, but in some cases the process will take longer.  Upon completion, any prepaid, unearned fees will be promptly refunded and any earned, unpaid fees will be due and payable.  In the event that an individually managed account is terminated and the client requests that the assets in the account be immediately transferred, any earned, unpaid fees will be due and payable to the client upon such transfer.
                                                                                                                                                    
Fee Comparison.  Lower fees for comparable services may be available from other sources.
 
Private Investment Funds
 
General.  Adviser has organized and serves as general partner and discretionary investment adviser to several private investment funds, including The Peritus Fund, L.P., a Delaware limited partnership, The Peritus Fund, Ltd., a Cayman Islands exempted company, and The Peritus Master Fund, L.P., a Cayman Islands exempted limited partnership (collectively, the "Fund").  Adviser may decide in the future to sponsor or manage additional private investment funds.  Adviser intends to restrict the number of investors and will offer the interests in the Fund only through non-public transactions in order to maintain the Fund's exclusion from "investment company" status under the Investment Company Act of 1940, as amended.
 
Subscriptions for Fund interests will generally be accepted only from investors who are “qualified purchasers” under the Investment Company Act of 1940 and who are eligible to enter into a performance fee arrangement under the Investment Advisers Act of 1940, as applicable. In addition, investors will be required to make representations concerning their sophistication as investors and ability to bear risk of loss of their entire investment. Adviser may waive all or part of any admission standard within its sole discretion.  The minimum subscription that will generally be accepted is $1,000,000. Adviser may, in its sole discretion, waive the minimum subscription requirement for any investor. Qualified prospective investors should carefully read the Fund's offering memorandum (the “Memorandum”) and charter documents . However, prospective investors should consult with their own counsel and advisors as to all matters concerning an investment in the Fund.
 
The investment objective of the Fund is to provide high current income and capital appreciation.  There can be no assurance that the investment objective of the Fund will be achieved. An investment in the Fund is subject to significant risks and conflicts of interest.
Fees.  Adviser will receive an annual Incentive Allocation of 20% of the net capital appreciation (i.e. capital appreciation less capital depreciation and any accumulated net capital depreciation carried forward from prior periods) of each investor's capital account.  The Incentive Allocation is payable only if, and to the extent that, the net capital appreciation of the investor's capital account exceeds any net capital depreciation accumulated in prior years (as adjusted for withdrawals of capital).  Adviser, in its discretion, may waive all or a portion of the Incentive Allocation as to an investor, or may agree with an investor to other changes to the Incentive Allocation as to such investor.
	Text18: 
	Text19: A portion of the Fund's assets may be invested in certain collateralized debt obligations, collateralized mortgage obligations and collateralized note obligations (collectively, “Collateralized Obligations”). The Adviser provides management and advisory services to the sponsors of some of those Collateralized Obligations and receives a fee for such services. In such cases, the Adviser offsets the fee it otherwise would charge the Fund by the same amount it receives from the sponsors. While the Adviser attempts to prudently invest Fund assets in such Collateralized Obligations, a conflict of interest may exist in making such investments in the Fund. 
Allocations based on performance will meet all requirements for such allocations as specified under Rule 205-3 under the Investment Advisers Act of 1940, as applicable. 
Adviser will also receive an annual Management Fee of approximately 1.0% per year of the capital account of each Fund investor.  The Management Fee will be paid quarterly in advance.  Adviser, in its discretion, may waive all or a portion of the management fee as to an investor, or may agree with an investor to other changes to the management fee as to such investor.
Physical custody of the assets of the Fund will be maintained with a clearing broker or brokers to be selected by Adviser in its exclusive discretion, which selection may change from time to time. Adviser will not maintain physical possession of the funds or securities of any private investment fund. 
Termination.  Investors in the Fund, or other investors in private investment funds, may be limited in their ability to terminate their participation in the pooled investment vehicle. Such limits are set out in the Memorandum or other private investment fund offering documents, which should be read carefully. Investors in the Fund will generally be unable to redeem their investment during the first year of their participation or will be subject to an early termination fee. Upon termination, any prepaid, unearned fees will be promptly refunded and any earned, unpaid fees will be due and payable.
Fee Comparison.  The expenses of the Fund, including Adviser's Incentive Allocation and Management Fee, may constitute a higher percentage of average net assets than would be found in other investment vehicles. The performance allocation may also create an incentive for Adviser to cause the Fund to make investments that are riskier than it would otherwise make. In addition, since Adviser's Incentive Allocation is calculated on a basis, which includes unrealized appreciation of the Fund's assets, it may be greater than if such allocation were based solely on realized gains.                
Proxy Policy
Generally, and except to the extent that a client otherwise instructs the Adviser in writing, Adviser will vote (by proxy or otherwise) in all matters for which a shareholder votes is solicited by, or with respect to, issuers of securities beneficially held in the clients' accounts.  The proxies, which typically take the form of Consent Solicitations, will be voted in such a manner as Adviser deems appropriate and in accordance with written policies and procedures established by Adviser.  These policies require Adviser to vote proxies in a prudent and diligent manner intended to enhance the economic value of the client's account.  However, the Policies permit Adviser to abstain from voting proxies in the event that the client's economic interest in the matter being voted upon is limited relative to the client's overall portfolio or the impact of the client's vote will not have an effect on its outcome or on the client's overall portfolio or the impact of the client's vote will not have an effect on its outcome or on the client's economic interests.
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Item 5
	Text21:  Certain of Adviser's proxy voting guidelines are summarized below:
·        Advisor votes for:  uncontested director nominees recommended by management; the election of auditors                                               recommended by management, unless a dispute exists over policies; limiting directors' liability; and                                           eliminating preemptive rights.   
·        Advisor votes against proposals to: entrench the board or adopt anti-takeover measures; proposals to provide                   
        cumulative voting rights; and social issues.
                         
Although many proxy proposals can be voted in accordance with Adviser's proxy voting guidelines, some proposals will require special consideration, and Adviser will make a decision on a case-by-case basis in these situations, including  proposals to:  eliminate director mandatory retirement policies; rotate annual meeting locations and dates; grant options and stock to management and directors; and indemnify directors and/or officers.
 
Where a proxy proposal raises a material conflict between Adviser's interests and the interests of a client, Adviser will seek to resolve the conflict.  
 
Upon request to Adviser, clients may obtain a copy of these policies and information on how Adviser voted shares in their accounts.
 
 
Types of Clients
Adviser intends to organize and serve as managing member, general partner, and/or investment adviser to private investment funds, including the Funds.  In addition, Adviser may provide services to other investment advisers or private investment funds, for which Adviser does not serve as manager or general partner. 
 
Types of Investments
Adviser offers advice on funds in which a portion of the assets may be invested in certain collateralized debt obligations, collateralized mortgage obligations and collateralized note obligations.   
 
Education and Business Standards
A point of clarification, Peritus, as an investment advisor, does not “give investment advice.”  Advisory persons associated with Adviser must, at a minimum, possess the following: a college degree and/or appropriate business experience and all desired licenses and examinations. 
	Text22: Item 6
	Text23: Education and Business Background
 
David J. Desmond, II                                                                                                                                                       Year of birth:    1964
 
Education:               St. Mary's College of California, EMBA, 1993
                                California Polytechnic State University, San Luis Obispo, 
                                BS Business Administration, 1987
 
Background:           2005 - Present        COO & CCO (Since 2006), Peritus I Asset Management, LLC
                                2004 - 2005            Director of Sales, Rocky Mountain Region, CGI-AMS
                                2001 - 2004            Senior Principal, National Account Manager, American Management
                                                               Systems (AMS)
                                1998 - 2000            Executive Director, Service Delivery & Business Planning, Qwest Long                                         
                                                               Distance, formerly US West Long Distance
                                1997 - 1998            Vice President, Growth, Client Relations, Brand & Image,
                                                               MG Taylor Corporation
                                1987 - 1997           District Manager, Center Manager, Staff Manager, Account Executive, AT&T
                                1986 - 1987           Partner, Desmond, Fraser & Frost
                           
Fred Rifkin                                                                                                                                                                           Year of birth:         1945
 
Education:              California State University at Long Beach, BA, 1967
 
Background:          2004 - Present        Managing Director, Peritus I Asset Management, LLC
                               2002 - Present        Trustee, Santa Barbara School Districts
                               1995 - 2002            CEO, Menda Scientific Products
 
Timothy J. Gramatovich                                                                                                                                                     Year of birth:         1963
 
Education:              Santa Barbara City College; Associate Degree in Accounting, 1985
                               New York Institute of Finance, 1987
                               Chartered Financial Analyst - #215292, 1994
 
Background:          2004 - Present        Chief Investment Officer, Peritus I Asset Management, LLC
                               2002 - 2002            Chief Investment Officer, Core Wealth Management, LLC
                               1995 - 2002            President, Peritus Asset Management, Inc.
                               1993 - 1995            Portfolio Manager/Sr. VP, Smith Barney Asset Mgt.                                
                               1990 - 1993            Portfolio Manager/Sr. VP, Aegis Asset Management
                               1985 - 1989            VP, Drexel Burnham Lambert
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	Text27: Ronald J. Heller
Year of birth:         1963
 
Education:              Oregon State University, 1985
                               University of California, Santa Barbara, 1992
                    
Background:          2004 - Present       President & CEO, Peritus I Asset Management, LLC
                               2002 - 2004          Senior Portfolio Manager, Core Wealth Management, LLC
                               1995 - 2002          Senior Vice President, Peritus Asset Management, Inc.
                               1993 - 1995          Financial Consultant, Smith Barney   
 
Heather Rupp 
Year of birth:         1978
 
Education:              Westmont College; B.S. Economic & Business, 1999
                               International Business Institute, 1999
                               Chartered Financial Analyst, 2003
 
Background:          2004 - Present      Director of Research, Peritus I Asset Management. LLC
                               2002 - 2004         Director of Research, Core Wealth Management, LLC
                               1999 - 2002         Director of Research, Peritus Asset Management, Inc.
                               1997 - 1999         Teaching Assistant, Westmont College                           
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Item 9. Code of Ethics
	Text29:  
Other Financial Industry Activities or Affiliations/ Participation or Interest in Client Transactions
Adviser serves as the general partner of a private investment fund, and may serve as manager, general partner, and/or investment adviser of other private investment funds. For private investment funds where Adviser serves as manager, general partner, and/or investment adviser, Adviser may make investments in those funds available to qualified clients whose investment strategies are consistent with those of the private investment funds. Adviser does not intend to advise clients as to the appropriateness of investing in such private investment funds and Adviser will not receive any compensation for doing so (except to the extent that Adviser receives advisory and other fees from the private investment funds) or for selling interests in such private investment funds. However, because of the relationship between Adviser and such private investment funds, Adviser could be considered to have recommended the investment should a person who is otherwise a client of Adviser invest. Adviser may also, from time to time, suggest to potential advisory clients the purchase of interests in such private investment funds.
The Fund's objective is to provide high current income and capital appreciation. 
 
Peritus, while acting as the GM of the now dissolved Peritus Global Opportunity Fund, invested in a private equity opportunity, American Medical File, Inc.  Holdings from loans and related warrants were distributed to the Limited Partners upon the dissolution of the Fund.  Peritus officers and Peritus I Asset Management, LLC have since made investments in American Medical File.  These investments are loans with warrants subordinated to the Limited Partners and other Peritus client investors in American Medical File; such that, all Limited Partner and client investments have priority over any/all Peritus officer and Peritus investments.  In addition, two members of the Peritus team serve on the board of directors for American Medical File; Ron Heller, CEO, and Dave Desmond, COO & CCO.  Members of the board of directors will receive equity in American Medical File as compensation for their service as members of the board of directors.  
 
Code of Ethics
From time to time, Adviser, its principals and employees, either directly or indirectly, may buy or sell for themselves securities that it also buys or sells for its clients.  In order to reduce the possibility of conflicts of interests, or the appearance thereof, Adviser has adopted a Code of Ethics under Rule 204A-1 under the Advisers Act.   Rule 204A-1 requires Adviser to establish, maintain and enforce a written code of ethics that (i) sets the standard of business conduct that Adviser requires of its employees, (ii) requires employees to comply with applicable federal securities laws (including laws regarding insider trading and privacy), and (iii) sets forth provisions regarding personal securities transactions by employees.  
Adviser's Code of Ethics sets forth specific policies and procedures for its employees to follow regarding material, non-public information (“insider information”) and other confidential information of clients and Adviser.  While Adviser does not expect its employees to be in receipt of inside information, it requires any employee receiving inside information to refrain from trading on the information and to discuss the information only with the Chief Compliance Officer to determine an appropriate course of action.  Procedures are set forth to safeguard all other confidential inform
The Code of Ethics also details policies and procedures regarding personal securities transactions by employees.  All employees are required to provide initial, annual and quarterly securities transaction reports which are reviewed by the Chief Compliance Officer.  All employees are required to pre-clear investments in equity and debt securities, initial public offerings and limited offerings.  A copy of Adviser's Code of Ethics is available to clients upon written request.
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Items 12 and 13
	Text31: Conditions for Managing Accounts
Adviser generally requires a minimum of $1,000,000 of assets under management for an individual account. Adviser may waive this minimum at its discretion.
Adviser generally requires a minimum of $1,000,000 for investors in the private investment funds, and those investors generally must be qualified purchasers under the Investment Company Act and qualified to participate in a performance fee arrangement under the Investment Advisers Act in order to invest in the investment funds, which generally requires a net worth that exceeds $1,500,000 or an investment of $750,000 in the investment fund. Adviser generally requires such investors to make representations concerning their sophistication as investors and their ability to bear the risk of loss of their entire investment under Adviser's management. These minimums and requirements may be waived by Adviser in its discretion.
 
 
 
Cross Trading.
Periodically, Adviser may seek to adjust or rebalance client investment accounts by effecting cross-trades between or among client investment accounts (i.e., causing one or more client accounts to sell securities to one or more other client accounts).  In effecting such cross-trades, Adviser seeks to reduce the transaction costs to its clients of such account adjustments.  All such cross-trades will be consistent with the investment objectives and policies of each client account involved in the trades, and will be effected at the current independent market price of the securities involved in the trades.  Such cross-trades will generally be effected through a broker-dealer.  The client accounts involved in such cross-trades will not pay any brokerage commissions or mark-ups in connection with the trades (to the broker-dealer or Adviser), but will reimburse the applicable broker-dealer for any customary trading costs and/or transfer fees (i.e. aggregate ticket charges) that such broker-dealer incurs and that are assessed by any other broker-dealers through which such broker-dealer effects the trades.
Investment or Brokerage Discretion and Additional Compensation
Adviser will have discretionary authority to make the following determinations without obtaining the consent of the client before the transactions are effected:
·         the securities that are to be bought or sold;
·         the total amount of the securities to be bought or sold;
·         the brokers through which securities are to be bought or sold; and
·         the commission rates at which securities transactions for client accounts are effected.
Adviser's authority may be subject to conditions imposed by the client, examples of which may include: 1) where the client restricts or prohibits transactions in securities of a specific industry, and/or 2) the client directs that transactions be effected through specific brokers and dealers. The latter restriction may be conditioned by the client on 
	Text32: Items 12 and 13
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	Text33: the broker or dealer being competitive as to price and execution for each transaction, or offering a specified level of commission discount or may be subject to varying degrees of restrictions such as an instruction to utilize the broker or dealer: a) whether or not competitive, and b) where the specified levels of commission discounts are less favorable than might otherwise be obtained by the firm.
Execution Quality.  Adviser will generally seek “best execution” in light of the circumstances involved in transactions. In selecting a broker for any transactions, Adviser may consider a number of factors, including, for example, net price, reputation, financial strength and stability, efficiency of execution and error resolution, the size of the transaction and the market for the security. Adviser will not obligate itself to obtain the lowest commission or best net price for an account on any particular transaction.
Soft Dollars.  In addition to execution quality, Adviser may consider the value of various research services or products, beyond execution, that a broker-dealer provides to the Adviser or its clients.  Selecting a broker-dealer in recognition of such other services or products is known as paying for those services or products with “soft dollars.”  The services furnished by a broker may benefit the Investment Manager in rendering investment services to all of its clients and may lead to a conflict of interest.  Services furnished by a broker may be used for any or all of the clients of Adviser, and may be used in connection with accounts other than those which pay commissions to the broker providing the services.  
For these purposes, “research” means advice, analysis and reports used to provide lawful and appropriate assistance to the Adviser in making investment decisions for its clients.  The types of research the Adviser may acquire include reports on or other information about particular companies or industries; economic data such as unemployment reports, inflation rates or gross domestic product figures; recommendations as to specific securities; financial publications relating to the subject matter of Section 28(e) (i.e., the value, availability or advisability of investing in securities, and issuers, industries, securities, economic factors and trends, portfolio strategy and the performance of accounts); portfolio evaluation services and financial database software and services.  The types of brokerage services the Adviser may use include execution clearing and settlement services, exchange of messages among brokers, custodians and institutions; and communication services related to the execution, clearing and settlement of securities transactions and other incidental services.
Adviser will make decisions involving “soft dollars” in a manner that satisfies the requirements of the safe harbor provided by Section 28(e) of the Securities Exchange Act of 1934, as amended.  That is, Adviser will generally determine, considering all appropriate factors (including those described here), that commissions paid are reasonable in relation to the value of all the brokerage and research products and services provided by the broker-dealer.  In making that determination, Adviser may consider not only the particular transaction, and not only the value of brokerage and research services and products to a particular client, but also the value of those services in Adviser's performance of its overall responsibilities to all of its clients.  In some cases, the commissions charged by a particular broker for a particular transaction or set of transactions may be greater than the amounts another broker who did not provide research services or products might charge.  Additionally, in some cases, a client's transaction may be executed by a broker in recognition of services or products that are not used in managing that client's account.  Broker-dealers are not excluded from a client's business simply because they have not provided research services or products.
Where a particular service or product that a broker or dealer is willing to provide for soft dollars has not only a “research” application, but it is also useful to Adviser for non-“research” purposes, Adviser may allocate the cost 
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	Text35: of the product or service between its “research” and non-“research” uses and pay only the “research” portion with soft dollars. Adviser's interest in making such an allocation may differ from clients' interests in that Adviser has an incentive to designate as great a portion of the cost as “research” as possible in order to permit payment with soft dollars. 
Aggregation of Orders.  Adviser will perform investment management services for various clients.  There will be occasions on which portfolio transactions may be executed as part of concurrent authorizations to purchase or sell the same security for numerous accounts served by Adviser, some of which accounts may have similar investment objectives.  Although such concurrent authorizations potentially could be either advantageous or disadvantageous to any one or more particular accounts, they will be effected only when Adviser believes that to do so will be in the best interest of the affected accounts.  When such concurrent authorizations occur, the objective will be to allocate the executions in a manner that is deemed equitable to the accounts involved.
Brokerage Direction.  In some instances, because of a prior relationship between a client and one or more brokers, or for other reasons, a client may instruct Adviser to execute some or all securities transactions for its account with or through one or more brokers designated by the client.  In such cases, the client is responsible for negotiating the terms and conditions (including, but not limited to, commission rates) relating to all services to be provided by such brokers and the client is satisfied with such terms and conditions. Adviser will assume no responsibility for obtaining the best prices or any particular commission rates for transactions with or through any such broker for such client's account.  The client must recognize that it may not obtain rates as low as it might otherwise obtain if Adviser had discretion to select broker/dealers other than those chosen by the client.  Any client providing instructions to Adviser regarding direction of brokerage transactions must notify Adviser in writing if the client desires Adviser to cease executing transactions with or through any such broker/dealer.  
Solicitation.  Adviser may also employ solicitors to whom it will pay cash or a portion of the advisory fees paid by clients referred to it by those solicitors.  In such cases, this practice will be disclosed in writing to the client and Adviser will comply with the other applicable requirements under Rule 206(4)-3, under the Investment Advisers Act of 1940, as amended. In particular, Adviser will ensure that associated persons provide clients with a current copy of Adviser's written disclosure statement and the solicitor's written disclosure document.
 
	Text36: Other Information

	Text37: Core Wealth Management, LLC formerly employed certain individuals who are now members of Adviser. When Adviser's members resigned from Core Wealth, Core Wealth sued them and Adviser, alleging a variety of claims, including that certain trade secrets were misappropriated by Adviser. The case was tried to a jury during November and December of 2006. The jury reached a verdict for plaintiff on its complaint and awarded compensatory damages which the presiding judge significantly reduced. The advisor believes that the jury's verdict and the reduced award are erroneous and unsupported by any evidence presented at trial.                                                                                                                    
In addition, although Adviser/Peritus does not believe that the following information will impair its ability to competently serve in the dual capacity of Collateral Manager and Investment Advisor, each client and or prospect, should be aware of the impact caused by the litigation initiated in the State Court of California, County of Santa Barbara, entitled “Core Wealth Management, LLC vs. Ronald Heller, et.al., Superior Court Case Number 1157647”. That case ultimately resulted in a judgment against Adviser/Peritus, and several other defendants affiliated with Adviser/Peritus. To date, Adviser/Peritus has paid roughly half of the judgment and has bonded payment of the rest using a surety for the remaining amount that does not have any direct bearing on Adviser/Peritus' balance sheet. 
                                                                                                                                                                                                    Not withstanding any of the foregoing, Adviser/Peritus believes that it has the ability to serve effectively as Collateral Manager and Investment Advisor for its clients, as it has been doing effectively over the past five and one-half years while the above-referenced litigation has been pending.
 
Furthermore, Adviser/Peritus points out that the Core Wealth Management, LLC v. Ronald Heller, et. al. case is on appeal in its entirety in the Court of Appeal for the State of California, Second Appellate District, Division Six, as Case Number B199366. Therefore, it is possible that the total judgment could be reversed in its entirety, affirmed in its entirety, or remanded for a new trial on certain issues. Adviser/Peritus also points out that the liability under the judgment is joint and several, and that other defendants separately possess sufficient assets to satisfy both any adverse judgment and any accompanying attorneys' fees. Therefore, Adviser/Peritus does not believe that the Core Wealth Management litigation, nor the attorney's fees that resulted from it, will adversely impact its ability to act as Collateral Manager and Investment Advisor for their clients. It should be noted that, as stated above, plaintiff is the former employer of three of the advisor's principals, and is not a client of the advisor.                                                                                                                                   
It should also be noted that Adviser/Peritus won it's cross complaint against Core Wealth and Michael Klein and is appealing the monetary judgment awarded to Adviser/Peritus as they feel the award was not consistent with the verdict.  Both matters are due before the court of appeals with a decision due in early 2010.  
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