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This brochure provides information about the qualifications and business practices of
Absolute Return Capital, LLC (“Absolute Return Capital”). If you have any questions
about the contents of this brochure, please contact us at (617) 516-2318. The information
in this brochure has not been approved or verified by the United States Securities and
Exchange Commission (the “SEC”) or by any state securities authority.

Additional information about Absolute Return Capital, LLC also is available on the SEC’s
website at www.adviserinfo.sec.gov. An investment adviser’s registration with the SEC
does not imply a certain level of skill or training.
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Item 4. Advisory Business

Absolute Return Capital, a Delaware limited liability company wholly owned by Bain Capital,
LLC (“Bain Capital”), provides investment advisory services to (i) Absolute Return Capital
Partners, L.P. (the “ARC Fund”), a pooled investment vehicle that is exempt from registration
under the Investment Company Act of 1940, as amended (the “1940 Act”) and whose securities
are not registered under the Securities Act of 1933, as amended (the “Securities Act”), and to (ii)
clients in separately managed accounts (“Separate Account Clients”). The ARC Fund and the
Separate Account Clients are referred to collectively as the “ARC Clients.” As the investment
adviser of each ARC Client, Absolute Return Capital (along with, in the case of the ARC Fund,
the general partner of the ARC Fund (the “General Partner”)), identifies investment opportunities
for, and participates in the acquisition, management, monitoring and disposition of investments
of, each ARC Client.

Absolute Return Capital primarily offers advice on investments in nominal and inflation-linked
debt of the United States and other developed country sovereigns, debt of sovereigns of
emerging market countries, high grade and high-yield debt of U.S. and foreign issuers, U.S. and
international developed and emerging market public equity securities, ETFs and indices, U.S.
and international hedged equity vehicles, futures contracts across all asset classes, forward
currency contracts, call and put options, volatility and U.S. and international credit default,
interest rate, volatility and total return swap agreements. The ARC Clients may also invest in
private investment funds, including those managed by an Affiliate Advisor (as defined below).

Absolute Return Capital provides investment advisory services directly to each ARC Client
pursuant to an investment advisory agreement (the “Advisory Agreement”), subject, in the case
of the ARC Fund, to the direction and control of the General Partner.

Any restrictions on the ARC Fund’s investments in certain types of securities are established by
the General Partner and are set forth in the documentation received by each limited partner prior
to investment in the ARC Fund. Once invested in the ARC Fund, investors cannot impose
restrictions on the types of securities in which the ARC Fund may invest. Currently there are no
restrictions on the types of securities in which the ARC Fund may invest.

The terms of the advisory services to be provided to a Separate Account Client, including any
restrictions on investments in certain types of securities, are the result of negotiations between
Absolute Return Capital and such Separate Account Client, and are set forth in such Separate
Account Client’s Advisory Agreement or otherwise memorialized in writing. The Advisory
Agreement of a Separate Account Client may be changed by such Separate Account Client only
to the extent permitted by such Advisory Agreement.

Absolute Return Capital has been in business since 2004. As of January 1, 2012, Absolute
Return Capital manages a total of approximately $2,599,000,000 of client assets, all of which is
managed on a discretionary basis."

1. Absolute Return Capital does not have ultimate investment discretion with regard to the assets of the ARC
Fund, as such discretion is retained by the General Partner. Assets under management represent the Net
Asset Value of Client funds plus January 1, 2012 client contributions.



Item 5. Fees and Compensation

As compensation for investment advisory services rendered to the ARC Clients, Absolute Return
Capital receives from each ARC Client a management fee. Management fees received from the
ARC Fund are payable monthly in advance. Management fees billed to Separate Account
Clients, and the timing of the payment of such management fees, are individually negotiated. In
the event of termination of an Advisory Agreement, a pro rata portion of any prepaid
management fee will be refunded promptly to the applicable ARC Client. Refer to the applicable
Advisory Agreement or offering or other documents for information relating to a specific ARC
Client.

To the extent provided in the Advisory Agreement and the current limited partnership agreement
of the ARC Fund, Absolute Return Capital will pay out of its management fees operating
expenses including, but not limited to, compensation of its investment personnel, administrative,
clerical and other personnel, office space and utilities, telephone and computer equipment. The
ARC Fund will bear all other expenses including, but not limited to, taxes, investment expenses
(e.g., brokerage commissions, custody fees and interest expenses), the fees and other costs of the
administrators, finders’ fees, insurance premiums, legal expenses, research expenses (e.g., news
and quotation subscriptions, market research and travel expenses in connection with making and
monitoring investments), accounting, audit and tax preparation expenses and other expenses
associated with the operation of the ARC Fund. The ARC Fund will also bear all expenses
incurred in the organization of the ARC Fund and the offering and sale of partnership interests in
the ARC Fund.

Separate Account Clients bear expenses as provided in their Advisory Agreements.

The ARC Clients frequently incur brokerage and/or other transaction costs in connection with
their investments. For additional information regarding brokerage practices, please see Item 12
below.

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

A portion of the net income of the ARC Clients for each fiscal period is allocated to the book
capital account of the General Partner as a “performance allocation” or paid to Absolute Return
Capital (or a related person of Absolute Return Capital) as an incentive fee (an “Incentive
Arrangement”). The General Partner of the ARC Fund is a related person of Absolute Return
Capital.

Item 7. Types of Clients

Absolute Return Capital currently provides investment advisory services to the ARC Fund and to
Separate Account Clients. Investment advice is provided directly to the ARC Fund, subject to
the direction and control of the General Partner, and not individually to the limited partners of
the ARC Fund.



Interests in the ARC Fund are offered pursuant to applicable exemptions from registration under
the Securities Act and the 1940 Act. Investors in the ARC Fund include high net worth
individuals, banks, thrift institutions, pension and profit sharing plans, trusts, estates, charitable
organizations, university endowments, corporations, limited partnerships, limited liability
companies or other entities.

Absolute Return Capital did not impose a minimum dollar value on creating the ARC Fund,
however, legal eligibility requirements must be met and a minimum investment commitment has
been established for limited partners in the ARC Fund. The General Partner, in its sole
discretion, may permit investment commitments that are less than the minimum investment
commitments set forth in the applicable documents of the ARC Fund. Absolute Return Capital
does not impose a minimum investment amount for establishing a separate account.

Item 8. Methods of Analysis, Investment Strategies and Risk of Loss

Methods of Analysis and Investment Strategies

In constructing the ARC Clients’ investment portfolios, Absolute Return Capital identifies
fundamental relationships within and across asset classes. Many of these relationships are
effectively rules or principles that indicate why one market should be more attractive than
another (relative value). These relationships are found in numerous forms, whether relating to
fundamental valuation, risk/insurance premium, momentum, business cycle, supply/demand or
other areas. Absolute Return Capital’s investment process generally captures and trades these
relationships using a disciplined approach that is both qualitative and quantitative.
Strategies/positions are generally scaled based on attractiveness of underlying fundamentals.

Given the relative value focus of the ARC Clients, many of the ARC Clients’ investment
strategies are designed to be market neutral or reasonably close to it. While the ARC Clients’
accounts overall are not designed to be perfectly market neutral, the bias of many of the
underlying strategies plus the continual change in positions based on underlying views helps to
minimize the ARC Clients’ exposure/correlation to any particular market consistently.

Risks

Investing in securities involves a substantial degree of risk. An ARC Client may lose all or a
substantial portion of its investments, and Separate Account Clients and investors in the ARC
Fund must be prepared to bear the risk of loss of their investments.

In addition, material risks relating to the investment strategies and methods of analysis described
above, and to the types of securities typically purchased by or for ARC Clients in connection
with those strategies and methods, include the following:



Concentration of Investments

The ARC Fund and, absent a negotiated investment restriction, the Separate Account Clients are
not limited in the amount of capital that they may commit to any one investment or particular
type of investment. As a result, their assets may not be diversified. A non-diversified
investment strategy will generally entail greater risks than a diversified investment strategy. For
example, a decline in the market value of any security or group of related securities in which an
ARC Client had invested a large percentage of its assets would result in a greater loss to such
ARC Client than would result if its investments had been more widely diversified. If a large
portion of the assets of an ARC Client is held in cash or cash equivalents, those assets may not
be deployed in accordance with such ARC Client’s normal investment strategy and the ARC
Client would not participate in any appreciation from investment of such assets in accordance
with the ARC Client’s normal investment strategy.

Leverage

Absolute Return Capital may cause certain ARC Clients to use leverage directly and indirectly.
The ARC Clients may purchase securities on margin and may arrange with banks, brokers and
others to borrow money. The ARC Clients may use leverage to increase their exposure to
underlying investments and may borrow money without limitation or use derivative instruments
that have leveraging effects on the ARC Clients’ portfolios. While the use of borrowed funds
increases returns if an ARC Client earns a greater return on the incremental investments
purchased with borrowed funds than it pays for the borrowed funds, the use of leverage
decreases returns if the ARC Client fails to earn as much on its incremental investments as it
pays for the borrowed funds. The effect of leverage may therefore result in a greater decrease in
the net asset value of the ARC Client’s account than if the ARC Client were not so leveraged.
When an ARC Client has borrowed money from a broker-dealer to purchase securities, the ARC
Client is typically required to post securities or other assets as collateral for the borrowing and to
meet “margin calls” — demands for additional collateral from the broker-dealer — on short notice.
The ARC Client may be required to liquidate certain investments, or to forego certain
investments, in order to ensure the availability of acceptable collateral to be furnished to a
broker-dealer in response to margin calls. A sudden, precipitous drop in value of the ARC
Client’s assets accompanied by corresponding margin calls could force the ARC Client to
liquidate assets quickly, and not for fair value. In some circumstances, including where the net
asset value of an ARC Client has declined as a result of negative investment performance and/or
withdrawals of assets, the broker-dealer from which the ARC Client has borrowed the money
may have the right to liquidate the ARC Client’s collateral and/or terminate the ARC Client’s
brokerage and related legal agreements with little or no notice to the ARC Client. Due to recent
market events, it may become increasingly difficult to utilize leverage in the future, which could
negatively impact the returns of the ARC Clients.

Money borrowed for leveraging will be subject to interest costs. The ARC Clients also may be
required to maintain minimum average balances in connection with such borrowing or to pay a
commitment or other fee to maintain a line of credit; either of those requirements would increase
the costs of borrowing over the stated interest rate. Furthermore, the amount of borrowings that
an ARC Client may have outstanding at any time could be large in relation to its capital. Thus,



in addition to changes in the value of securities purchased with borrowed funds, the amount of
borrowings and the interest rates on those borrowings, which may fluctuate from time to time,
may have a marked effect on the ARC Clients’ performance.

In addition, in connection with any transaction giving rise to leverage, an ARC Client may
pledge its assets. If the ARC Client were to default on its obligations under such transactions,
the counterparty could foreclose on the collateral and take possession of the ARC Client’s assets.

Types of Investments

Options

An ARC Client may purchase and sell put and call options of any type, including options on
securities, indices (both narrow- and broad-based), currencies, swaps, futures contracts and
commodities. An ARC Client may use options on assets in lieu of purchasing and selling the
underlying assets. An ARC Client may purchase put options or write call options on securities,
indices, currencies, swaps, futures contracts or commodities rather than selling such underlying
assets. Similarly, an ARC Client may purchase call options or write put options on assets as a
substitute for the purchase of such underlying assets or to hedge against a possible increase in the
price of investments that such ARC Client expects to purchase or already has purchased.

An option on a security or index is a contract that gives the holder of the option, in return for a
premium, the right (but not the obligation) to buy from (in the case of a call) or sell to (in the
case of a put) the writer of the option the security underlying the option (or the cash value of the
index underlying the option) at a specified price. Upon exercise, the writer of an option on a
security has the obligation to deliver the underlying security upon payment of the exercise price
or to pay the exercise price upon delivery of the underlying security. Upon exercise, the writer
of an option on an index is required to pay the difference between the cash value of the index and
the exercise price multiplied by the specified multiplier for the index option.

Call options may be purchased for speculative purposes (to increase an ARC Client’s return), to
provide exposure to increases in the market (e.g., with respect to temporary cash positions) or to
hedge against an increase in the price of securities, currencies, commaodities or other investments
that an ARC Client intends to purchase or (in the future) has sold short. Similarly, put options
may be purchased for speculative purposes (to increase an ARC Client’s return) or to hedge
against a decrease in the market generally or in the price of securities or other investments held
by an ARC Client. Buying options may reduce an ARC Client’s returns, but by no more than the
amount of the premiums paid for the options.

An ARC Client may also invest in over-the-counter (“OTC”) options. OTC options differ from
exchange-traded options in that they are two-party contracts, with price and other terms
negotiated between the buyer and seller, and generally do not have as much market liquidity as
exchange-traded options.

The holder of an option may terminate its position in a put or call option it has purchased by
allowing it to expire or by exercising the option. If an option is American style, it may be



exercised on any day up to its expiration date. In contrast, a European style option may be
exercised only on its expiration date.

In addition, a holder of an option may terminate its obligation prior to the option’s expiration by
effecting an offsetting closing transaction. In the case of exchange-traded options, an ARC
Client, as a holder of an option, may effect an offsetting closing sale transaction by selling an
option of the same series as the option previously purchased. An ARC Client realizes a loss
from a closing sale transaction if the premium received from the sale of the option is less than the
premium paid to purchase the option (plus transaction costs). Similarly, an ARC Client that has
written an option may effect an offsetting closing purchase transaction by buying an option of
the same series as the option previously written. An ARC Client realizes a loss from a closing
purchase transaction if the cost of the closing purchase transaction (option premium plus
transaction costs) is greater than the premium received from writing the option. If an ARC
Client desires to sell a security on which it has written a call option, it will effect a closing
purchase prior to or concurrently with the sale of the security. There can be no assurance,
however, that a closing purchase or sale can be effected when such ARC Client desires to do so.

An OTC option may be closed out only with the counterparty, although either party may engage
in an offsetting transaction that puts that party in the same economic position as if it had closed
out the option with the counterparty.

No guarantee exists that an ARC Client will be able to effect a closing purchase or a closing sale
with respect to a specific option at any particular time.

Futures Contracts and Related Options

An ARC Client may invest without limit in futures contracts and related options. A futures
contract sale creates an obligation by the seller to deliver the type of commodity or financial
instrument called for in the contract in a specified delivery month for a stated price. A futures
contract purchase creates an obligation by the purchaser to take delivery of the type of
commodity or financial instrument called for in the contract in a specified delivery month at a
stated price. Although many futures contracts by their terms call for actual delivery or
acceptance of commaodities or securities, in most cases the contracts are closed out before the
settlement date without the making or taking of delivery. If an ARC Client is unable to enter
into a closing transaction, the amount of such ARC Client’s potential loss is unlimited.

An ARC Client may buy and sell index futures contracts. An index futures contract is a contract
to buy or sell units of an index at a specified future date at a price agreed upon when the contract
is made. Entering into a contract to buy units of an index is commonly referred to as buying or
purchasing a contract or holding a long position in the index. Entering into a contract to sell
units of an index is commonly referred to as selling a contract or holding a short position. A unit
is the current value of the index. An ARC Client may enter into stock index futures contracts,
debt index futures contracts, or other index futures contracts appropriate to its objective.

Unlike when an ARC Client purchases or sells a security, no price is paid or received by an ARC
Client upon the purchase or sale of a futures contract. For this reason, futures contracts are
highly leveraged, and use of futures contracts entails many of the same types of risks that are



involved in the borrowing of money for investment purposes. Upon entering into a contract, an
ARC Client is required to deposit with the futures broker an amount of liquid assets. This
amount is known as “initial margin.” Subsequent payments, called “variation margin” or
“maintenance margin,” to and from the broker are made on a daily basis as the price of the
underlying security or commaodity fluctuates, making the long and short positions in the futures
contract more or less valuable, a process known as “marking to the market.” Because futures
contracts and options have a leverage component, adverse changes in the value or level of the
underlying asset, reference rate or index can result in a loss substantially greater than the amount
invested in the instrument itself. Futures and options have the potential for unlimited loss,
regardless of the size of the initial investment.

An ARC Client may purchase and write call and put options on futures contracts. In return for
the premium paid, options on futures contracts give the purchaser the right to assume a position
in a futures contract at the specified option exercise price at any time during the period of the
option. An ARC Client may use options on futures contracts in lieu of writing or buying options
directly on the underlying securities or purchasing and selling the underlying futures contracts.

The holder or writer of an option may terminate his position by selling or purchasing an
offsetting option. There is no guarantee that such closing transactions can be effected. An ARC
Client will be required to deposit initial margin and maintenance margin with respect to put and
call options on futures contracts written by it pursuant to brokers’ requirements similar to those
described above in connection with the discussion of futures contracts.

An ARC Client may purchase and write call and put options on index futures. Options on index
futures give the purchaser the right, in return for the premium paid, to assume a position in an
index futures contract (a long position if the option is a call and a short position if the option is a
put) at a specified exercise price at any time during the period of the option. Upon exercise of
the option, the delivery of the futures position by the writer of the option to the holder of the
option will be accompanied by delivery of the accumulated balance in the writer’s futures margin
account which represents the amount by which the market price of the index futures contract, at
exercise, exceeds (in the case of a call) or is less than (in the case of a put) the exercise price of
the option on the index future. If an option is exercised on the last trading day prior to its
expiration date, the settlement will be made entirely in cash equal to the difference between the
exercise price of the option and the closing level of the index on which the future is based on the
expiration date. Purchasers of options who fail to exercise their options prior to the exercise date
suffer a loss of the premium paid.

Successful use of futures contracts by an ARC Client is subject to the ability of Absolute Return
Capital or the General Partner, as applicable, to predict movements in various factors affecting
securities markets, including interest rates. Compared to the purchase or sale of futures
contracts, the purchase of call or put options on futures contracts involves less potential risk to an
ARC Client because the maximum amount at risk is the premium paid for the options (plus
transaction costs). However, there may be circumstances when the purchase of a call or put
option on a futures contract would result in a loss to an ARC Client when the purchase or sale of
a futures contract would not, such as when there is no movement in the prices of the hedged
investments. The writing of an option on a futures contract involves risks similar to those risks
relating to the sale of futures contracts.



The use of options and futures strategies also involves the risk of imperfect correlation among
movements in the prices of the securities underlying the futures and options purchased and sold
by or for an ARC Client, of the options and futures contracts themselves. The successful use of
these strategies further depends on the ability of Absolute Return Capital or the General Partner,
as applicable, to forecast interest rates and market movements correctly.

There is no assurance that higher than anticipated trading activity or other unforeseen events
might not, at times, render certain market clearing facilities inadequate, and thereby result in the
institution by exchanges of special procedures which may interfere with the timely execution of
customer orders.

To reduce or eliminate a position held by an ARC Client, Absolute Return Capital or the General
Partner, as applicable, may seek to close out that position. The ability to establish and close out
positions will be subject to the development and maintenance of a liquid secondary market. It is
not certain that this market will develop or continue to exist for a particular futures contract or
option. Reasons for the absence of a liquid secondary market on an exchange include the
following: (i) there may be insufficient trading interest in certain contracts or options; (ii)
restrictions may be imposed by an exchange on opening transactions or closing transactions or
both; (iii) trading halts, suspensions or other restrictions may be imposed with respect to
particular classes or series of contracts or options, or underlying securities; (iv) unusual or
unforeseen circumstances may interrupt normal operations on an exchange; (v) the facilities of
an exchange or a clearing corporation may not at all times be adequate to handle current trading
volume; or (vi) one or more exchanges could, for economic or other reasons, decide or be
compelled at some future date to discontinue the trading of contracts or options (or a particular
class or series of contracts or options), in which event the secondary market on that exchange for
such contracts or options (or in the class or series of contracts or options) would cease to exist,
although outstanding contracts or options on the exchange that had been issued by a clearing
corporation as a result of trades on that exchange would continue to be exercisable in accordance
with their terms.

The U.S. Commodity Futures Trading Commission (the “CFTC”) and certain futures exchanges
have established limits, referred to as “position limits,” on the maximum net long or net short
positions which any person may hold or control in particular options and futures contracts.
Although it is possible that the trading decisions of Absolute Return Capital or the General
Partner, as applicable, may have to be modified and that positions held by an ARC Client may
have to be liquidated in order to avoid exceeding such limits, Absolute Return Capital believes
that this is unlikely. The modification of investment decisions or the elimination of open
positions, if it occurs, may adversely affect the profitability of the ARC Clients.

There are several additional risks in connection with the use by the ARC Clients of index futures.
For example, the prices of index futures may not correlate perfectly with movements in the
underlying index due to certain market distortions. First, all participants in the futures market
are subject to margin deposit and maintenance requirements. Rather than meeting additional
margin deposit requirements, investors may close futures contracts through offsetting
transactions which could distort the normal relationship between the index and futures markets.
Second, margin requirements in the futures market are less onerous than margin requirements in
the securities market, and as a result the futures market may attract more speculators than the



securities market does. Increased participation by speculators in the futures market may also
cause temporary price distortions. Due to the possibility of price distortions in the futures market
and also because of the imperfect correlation between movements in the index and movements in
the prices of index futures, even a correct forecast of general market trends by Absolute Return
Capital and the General Partner may still not result in a profitable position over a short time
period.

Investment in Foreign Securities

An ARC Client may invest a substantial portion of its capital outside the United States. These
investments involve special risks. Investments in foreign securities, including debt securities
issued by sovereign governments, may be subject to a greater risk than domestic investments due
to foreign economic, political and legal developments, including political or social instability,
expropriation of assets or nationalization, imposition of taxes on dividends, interest payments, or
capital gains, the need for approval by government or other authorities to make investments, and
possible difficulty in obtaining and enforcing judgments against foreign entities and other factors
beyond the control of the General Partner or Absolute Return Capital. Sovereign debt may be in
the form of conventional securities or other types of debt instruments such as loans or loan
participations. Investments in sovereign debt subject the ARC Clients to the risk that a
government entity may delay or refuse to pay interest or repayment of principal on its sovereign
debt. Furthermore, issuers of foreign securities are subject to different, often less comprehensive
accounting reporting on disclosure requirements than domestic issuers. Moreover, individual
economies may differ favorably or unfavorably from the U.S. economy in such respects as
growth of gross national product, rate of inflation, capital reinvestment, resource self-sufficiency,
and balance of payments position. The securities and futures markets of some countries in which
the ARC Clients may invest have substantially less volume than those in the United States, and
certain securities and futures contracts traded in these countries may be less liquid and more
volatile than securities or contracts traded in the United States. Accordingly, these markets may
be subject to greater influence by adverse events generally affecting the markets, and by large
investors trading in significant volumes, than is usual in the United States. Brokerage
commissions and other transaction costs on exchanges in non-U.S. countries are generally higher
than in the United States. Non-U.S. settlements procedures may in some instances be subject to
delays and related administrative uncertainties.

Credit Default Swaps, Total Rate of Return Swaps, Interest Rate Swaps, Volatility Swaps and
Other Credit Derivatives

An ARC Client may make investments in credit default swaps, total rate of return swaps, interest
rate swaps, volatility swaps and other credit derivatives. These transactions generally provide
for the transfer from one counterparty to another of certain credit risks inherent in the ownership
of a financial asset such as a bank loan or a high yield debt security. Such risks include, among
other things, the risk of default and insolvency of the obligor of such asset; the risk that the credit
of the obligor or the underlying collateral will decline or that credit spreads for like assets will
change (thus affecting the market value of the financial asset). The transfer of credit risk
pursuant to a credit derivative may be complete or partial, and may be for the life of the related
asset or for a shorter period. Credit derivatives may be used as a risk management tool for a pool



of financial assets, providing an ARC Client with the opportunity to gain exposure to one or
more reference loans or other financial assets without actually owning such assets in order, for
example, to reduce a concentration risk or to diversify a portfolio. Conversely, credit derivatives
may be used by an ARC Client to reduce exposure to an owned asset without selling it in order,
for example, to maintain relationships with clients, to avoid difficult transfer restrictions, manage
illiquid assets or hedge declining credit quality of the financial asset.

An ARC Client may enter into interest rate swaps. In order to do so, the ARC Client may agree
with a counterparty to pay a fixed rate (multiplied by a notional amount) and the counterparty
pay a floating rate multiplied by the same notional amount. If interest rates rise, resulting in a
diminution in the value of such ARC Client’s portfolio, the ARC Client would receive payments
under the swap that would offset, in whole or in part, such diminution in value. An ARC Client
may also enter into swaps to modify its exposure to particular currencies using currency swaps.
For instance, an ARC Client may enter into a currency swap between the U.S. dollar and the
Japanese Yen in order to increase or decrease its exposure to each such currency. Similarly, an
ARC Client may enter into volatility swaps. Volatility swaps involve the exchange of forward
contracts on the future realized volatility of a given underlying asset, and allow the ARC Clients
to take positions on the volatility of that underlying asset.

Credit default swaps, total rate of return swaps, interest rate swaps, volatility swaps and other
credit derivatives are subject to many of the same types of risks inherent to the underlying assets,
including, but not limited to, market fluctuation risk, lack of liquidity in markets, counterparty
risk and currency exchange risk. Credit default swaps, total rate of return swaps, interest rate
swaps, volatility swaps and other credit derivatives are a relatively recent development in the
financial markets. Consequently, there are certain legal, tax and market uncertainties that present
risks in entering into such credit default swaps, total rate of return swaps, interest rate swaps,
volatility swaps and other credit derivatives. There is currently little or no case law or litigation
characterizing credit default swaps, total rate of return swaps or other credit derivatives,
interpreting their provisions, or characterizing their tax treatment. In addition, additional
regulations and laws may apply to credit default swaps, total rate of return swaps, interest rate
swaps, volatility swaps or other credit derivatives that have not heretofore been applied. There
can be no assurance that future decisions construing similar provisions to those in any swap
agreement or other related documents or additional regulations and laws governing credit default
swaps, total rate of return swaps, interest rate swaps, volatility swaps or other credit derivatives
will not have a material adverse effect on the ARC Clients.

High Yield Debt

An ARC Client may invest in high yield debt securities a substantial portion of which are rated
below investment-grade by one or more nationally recognized statistical rating organizations or
are unrated but of comparable credit quality to obligations rated below investment-grade, and
have greater credit and liquidity risk than more highly rated debt obligations. High yield debt is
generally unsecured and may be subordinate to other obligations of the obligor, including
obligations to senior creditors, trade creditors and employees. The lower rating of high yield
debt reflects a greater possibility that adverse changes in the financial condition of the obligor or
in general economic, regulatory or other conditions (including, for example, a substantial period
of rising interest rates or declining earnings) may impair the ability of the obligor to make



payment of principal and interest. Many issuers of high yield debt are highly leveraged, and
their relatively high debt-to-equity ratios create increased risks that their operations might not
generate sufficient cash flow to service their debt obligations. In addition, many issuers of high
yield debt may be (i) in poor financial condition, (ii) experiencing poor operating results, (iii)
having substantial capital needs or negative net worth or (iv) facing special competitive or
product obsolescence problems, and may include companies involved in bankruptcy or other
reorganizations or liquidation proceedings. Certain of these securities may not be publicly
traded, and therefore it may be difficult to obtain information as to the true condition of the
issuers. Overall declines in the below investment-grade bond and other markets may adversely
affect such issuers by inhibiting their ability to refinance their debt at maturity.

High yield debt is often less liquid than higher rated securities and has historically experienced
greater default rates than has been the case for investment grade securities. As a result, there
may not be a liquid market for certain high yield debt securities held by an ARC Client, which
could result in such ARC Client being unable to sell such securities for an extended period of
time, if at all. In addition, as with other types of investments, the market for high yield debt
securities has historically been subject to disruptions that have caused substantial volatility in the
prices of such securities. Consolidation in the financial services industry has resulted in there
being fewer market makers for high yield debt securities, which may result in the further risk of
illiquidity and volatility with respect to high yield debt securities held by an ARC Client, and this
trend may continue in the future. Furthermore, high yield debt securities held by an ARC Client
may not be registered under the Securities Act, and, unless so registered, an ARC Client will not
be able to sell such high yield debt securities except pursuant to an exemption from registration
under the Securities Act. This may further limit the ARC Clients’ ability to sell high yield debt
securities or to obtain the desired price for such securities.

High yield debt is often issued in connection with leveraged acquisitions or recapitalizations in
which the issuers incur a substantially higher amount of indebtedness than the level at which
they had previously operated. High yield debt has historically experienced greater default rates
than has been the case for investment-grade securities. The ability of holders of high yield debt
securities to influence a company’s affairs will be substantially less than that of senior creditors,
especially during periods of financial distress or following an insolvency. The ARC Clients may
also invest in equity securities issued by entities with unrated or below investment-grade debt.

High yield debt may also be in the form of zero-coupon or deferred interest bonds, which are
bonds which are issued at a significant discount from face value. The original discount
approximates the total amount of interest the bonds will accrue and compound over the period
until maturity or the first interest accrual date at a rate of interest reflecting the market rate of the
security at the time of issuance. While zero-coupon bonds do not require the periodic payments
of interest, deferred interest bonds generally provide for a period of delay before the regular
payment of interest begins. Such investments typically experience greater volatility in market
value due to changes in the interest rates than bonds that provide for regular payments of interest.

Bank Loans

An ARC Client may invest in interests in loans originated by banks and other financial
institutions. The loans in which an ARC Client invests may include term loans and revolving



loans, may pay interest at a fixed or floating rate and may be senior or subordinated. Purchasers
of bank loans are predominantly commercial banks, investment funds and investment banks. As
secondary market trading volumes for bank loans increase, new bank loans are frequently
adopting standardized documentation to facilitate loan trading which should improve market
liquidity. The bank loan market currently, however, is facing unprecedented levels of illiquidity
and volatility. There can be no assurance as to when or even if this current market illiquidity and
volatility will abate or that future levels of supply and demand in bank loan trading will provide
an adequate degree of liquidity, that the current period of illiquidity will not persist or worsen
and that the market will not experience periods of significant illiquidity in the future. In
addition, the ARC Clients may make investments in stressed or distressed bank loans which are
often less liquid than performing bank loans.

The ARC Clients may acquire interests in bank loans either directly (by way of sale or
assignment) or indirectly (by way of participation). The purchaser of an assignment typically
succeeds to all the rights and obligations of the assigning institution and becomes a lender under
the credit agreement with respect to the debt obligation; however, its rights can be more
restricted than those of the assigning institution. Participation interests in a portion of a debt
obligation typically result in a contractual relationship only with the institution participating out
the interest, not with the borrower. In purchasing participations, an ARC Client generally will
have no right to enforce compliance by the borrower with the terms of the loan agreement, nor
any rights of set-off against the borrower, and such ARC Client may not directly benefit from the
collateral supporting the debt obligation in which it has purchased the participation. As a result,
such ARC Client will assume the credit risk of both the borrower and the institution selling the
participation.

Non-U.S. Currency Transactions

The ARC Clients may buy or sell non-U.S. currencies, deal in forward currency contracts,
currency futures contracts and related options and options on currencies. An ARC Client may
use such currency instruments for any purpose, including for investment, hedging or currency
risk management. Investments may include derivative currency transactions (including without
limitation emerging markets currencies) and active long and short positions through exchange
traded and over-the-counter non-U.S. currency transactions (including without limitation
emerging markets currencies).

Forward currency contracts are contracts between two parties to purchase and sell a specific
quantity of a particular currency at a specified price, with delivery and settlement to take place
on a specified future date. Currency futures contracts are contracts to buy or sell a standard
quantity of a particular currency at a specified future date and price. Options on currencies (or
on currency futures contracts) give their holder the right, but not the obligation, to buy (in the
case of a call option) or sell (in the case of a put option) a specified quantity of a particular
currency (or a currency futures contract) at a fixed price during a specified period. The ARC
Clients may use either deliverable currency forward contracts which are settled by physical
delivery of a currency, or non-deliverable currency forward contracts, which are settled in cash.

Currency transactions involve significant risk.  Currency exchange rates may fluctuate
significantly over short periods of time. Currency exchange rates also can be affected



unpredictably as a result of intervention (or the failure to intervene) by U.S. or non-U.S.
governments or central banks, or by currency controls or political developments in the United
States or abroad, including repatriation limitations. Liquidity and trading costs can vary
significantly over time and across markets, particularly in emerging market countries. Non-U.S.
trading costs generally are higher than in the United States. Non-U.S. settlement procedures and
trade regulations may involve certain risks (such as delay in payment or delivery of securities or
in the recovery of assets held abroad) and expenses not present in the settlement of U.S.
investments. Unlike trading on U.S. commodity exchanges, trading on non-U.S. commaodity
exchanges is not regulated by the CFTC and may be subject to greater risks than trading on U.S.
exchanges.

Commodities

An ARC Client may invest in commodity-linked derivative instruments which may subject such
ARC Client to greater volatility than investments in traditional securities. The value of
commodity-linked derivative instruments may be affected by changes in overall market
movements, commodity index volatility, changes in interest rates, or factors affecting a particular
industry or commodity, such as drought, floods, weather, livestock disease, embargoes, tariffs
and international economic, political and regulatory developments.

Inflation-Protected Debt Securities

Inflation-protected debt securities are debt securities whose principal and/or interest payments
are adjusted for inflation, unlike debt securities that make fixed principal and interest payments.
One type of inflation-protected debt security is issued by the U.S. Treasury. The principal of
inflation-protected debt securities issued by the U.S. Treasury is adjusted for inflation and
interest is paid on the adjusted amount. Other issuers of inflation-protected debt securities
include other U.S. Government agencies or instrumentalities, corporations, and foreign
governments. The U.S. Treasury currently uses the Consumer Price Index for Urban Consumers
as a measure of inflation for its inflation-protected debt securities. Other types of inflation-
protected securities may use other methods to adjust for inflation and other measures of inflation.

The prices of inflation-protected debt securities tend to react to changes in real interest rates.
Real interest rates represent nominal (stated) interest rates reduced by the expected impact of
inflation. In general, the price of an inflation-protected debt security can fall when real interest
rates rise, and can rise when real interest rates fall. Interest payments on inflation-protected debt
securities can be unpredictable and will vary as the principal and/or interest is adjusted for
inflation. As a result, an ARC Client may lose money on inflation-protected debt securities even
during periods of substantial inflation.

Pooled Investment Vehicles and Pass-through Entities

The ARC Clients may invest in pooled investment vehicles and other pass-through entities,
including any private investment funds managed by affiliate advisors of Bain Capital and other
investment advisors and in real estate investment trusts. The General Partner and Absolute
Return Capital may, but will not be required to, waive their rights to receive incentive allocations
and management fees from the ARC Clients in respect of such investments. Such investments



may also be illiquid because of restrictions on transferability and redemptions, which would have
the effect of limiting the ARC Clients’ ability to dispose of such investments and could impact
redemptions by limited partners of the ARC Fund of their investments in the ARC Fund. To the
extent an ARC Client invests in pooled investment vehicles and other “pass-through” entities
which are treated as partnerships for federal income taxation purposes, such ARC Client must
rely on such vehicles to deliver to it certain tax information that is necessary to complete such
ARC Client’s own tax returns. If this information is not delivered to the ARC Client in a timely
fashion, the ARC Client will be delayed in providing tax information to the partners of the ARC
Client.

Equity Securities

The market price of equity securities owned by the ARC Clients may go up or down, sometimes
rapidly or unpredictably. A risk of investing in an ARC Client is that the equity securities in its
portfolio will decline in value due to factors affecting equity markets generally or particular
industries represented in those markets. The values of equity securities may decline due to
general market conditions which are not specifically related to a particular company, such as real
or perceived adverse economic conditions, changes in the general outlook for corporate earnings,
changes in interest or currency rates or adverse investor sentiment generally. They may also
decline due to factors which affect a particular industry or related industries, such as labor
shortages or increased production costs and competitive conditions within an industry. Equity
securities generally have greater price volatility than fixed income securities.

Iliquid Securities

An ARC Client may invest its assets in securities that are not readily marketable or that are only
thinly traded. In addition, an ARC Client may invest in private placements of securities that are
not registered under the Securities Act and may have little or no trading market. The ARC
Clients may not be able to readily dispose of such investments, and, in some cases, may be
contractually prohibited from disposing of such securities for a specified period of time. These
limitations on liquidity of the ARC Clients’ investments could prevent a successful sale thereof,
result in delay of any sale, or reduce the amount of proceeds that might otherwise be realized.

Short Sales

An ARC Client may make short sales of investment securities. Such investments involve a high
degree of risk. In a short sale, the seller sells a security that it does not own, typically a security
borrowed from a broker or dealer. Because the seller remains liable to return the underlying
security that it borrowed from the broker or dealer, the seller must purchase the security prior to
the date on which delivery to the broker or dealer is required. As a result, an ARC Client will
engage in short sales only where Absolute Return Capital or the General Partner, as applicable,
believes the value of the security will decline between the date of the sale and the date such ARC
Client is required to return the borrowed security. The making of short sales exposes an ARC
Client to the risk of liability for the market value of the security that is sold, an unlimited risk due
to the lack of an upper limit on the price to which a security may rise. In addition, there can be
no assurance that securities necessary to cover a short position will be available for purchase. In



addition, an ARC Client may take short positions in securities through various derivative
products. These derivative products will typically expose such ARC Client to similar economic
risks as if it had shorted the security directly.

An ARC Client may make short sales “against the box,” meaning such ARC Client may make
short sales while owning or having the right to acquire, at no added cost, securities or currencies
identical to those sold short. An ARC Client incurs transaction costs, including interest, when
opening, maintaining, and closing short sales against the box. Short sales against the box protect
an ARC Client against the risk of loss in the value of a portfolio security or currency by
offsetting a decline in value of the security or currency by a corresponding gain in the short
position. The converse, however, is that any increase in the value of the security or currency will
be offset by a corresponding loss in the short position.

The SEC recently adopted interim rules requiring reporting of all short positions above a certain
de minimis threshold and is expected to adopt rules requiring monthly public disclosure in the
future. The SEC may revise these rules and require additional or more frequent reporting. Other
jurisdictions in which the ARC Clients may trade also have adopted reporting rules for short
sales and short positions. If the ARC Clients’ short positions or their strategy becomes generally
known, Absolute Return Capital’s ability to implement the strategy could be adversely affected.
In particular, it would make it more likely that other investors could cause a “short squeeze” in
the securities sold short by an ARC Client, forcing it to cover its positions at a loss. In addition,
if other investors engaged in copycat behavior by taking positions in the same issuers as the ARC
Clients, the cost of borrowing securities to sell short could increase significantly, and the
availability of such securities to the ARC Clients could decrease significantly. Such events could
make an ARC Client unable to execute its investment strategy.

The SEC and regulatory authorities in other jurisdictions have also adopted bans on short sales of
certain securities in response to recent market events. As of the date of this brochure, the ban
imposed by the SEC has expired, but bans in certain other jurisdictions remain in effect. The
SEC and other authorities may adopt further bans on short sales of certain securities in the future.
Bans on short selling may make it impossible for Absolute Return Capital to execute certain
investment strategies for ARC Clients and may have a material adverse effect on the ARC
Clients’ ability to achieve their investment objectives.

U.S. Government Securities

The ARC Clients may invest in U.S. government securities. U.S. government securities include
obligations that are issued by the U.S. Treasury, and obligations issued or guaranteed by
agencies or instrumentalities of the U.S. government. U.S. government securities are subject to
varying degrees of credit risk depending upon whether the repayment of principal and interest on
the securities is supported by the full faith and credit of the United States (e.g., U.S. Treasury
securities and Government National Mortgage Association (“Ginnie Mae”) securities), supported
by the right of the issuer to borrow from the U.S. Treasury (e.g., Federal Farm Credit Bank
securities), supported only by the credit of the issuing U.S. government agency, instrumentality,
or corporation (e.g., Federal Home Loan Mortgage Corporation (“Freddie Mac”) securities and
Federal National Mortgage Association (“Fannie Mae”) securities), or otherwise supported by



the United States. Therefore, for example, securities issued by Fannie Mae are subject to a
greater degree of credit risk than U.S. Treasury bonds. Like other fixed income securities, prices
of the ARC Clients’ investments in U.S. government securities are subject to market risk and
their market values fluctuate in response to changes in interest rates and other market forces.
Thus, for example, the value of the ARC Clients’ investments in U.S. government securities may
fall during times of rising interest rates and, conversely, may rise during times of falling interest
rates. Yields on U.S. government securities tend to be lower than those of corporate securities of
comparable maturities.

Cash and Other Investments

An ARC Client may invest all or a portion of its assets in cash or cash items for investment
purposes, pending other investments, in connection with anticipated withdrawals, as provision of
margin for futures or forward contracts, or to maintain liquid assets required in connection with
some of such ARC Client’s investments. These cash items and other high quality debt securities
may include money market instruments, such as negotiable or non-negotiable securities issued
by or short-term deposits with the U.S. and non-U.S. governments and agencies or
instrumentalities thereof, bankers’ acceptances, commercial paper, repurchase agreements, bank
certificates of deposit, and short-term debt securities of U.S. or non-U.S. issuers deemed to be
creditworthy by Absolute Return Capital. While these investments generally involve relatively
low risk levels, they may produce lower than expected returns, and could result in losses.

Individually negotiated investment guidelines or restrictions may prevent or limit Absolute
Return Capital’s ability to engage in the types of transactions described in the sections above for
one or more Separate Account Clients.

Financial Market Fluctuations

General fluctuations in the market prices of securities, financial futures contracts, currency
forwards or commodity futures contracts may affect the values of the investments held by the
ARC Clients. In addition, changes in interest rates may affect the value of an asset directly (in
the case of adjustable-rate debt instruments) or indirectly (in the case of fixed-rate debt and
equity securities). Instability in the financial markets may also increase the risks inherent in the
ARC Clients’ investments.

The recent market turmoil has been exacerbated by the recent distress and, in some cases, failure
of major financial institutions. Wars, acts of terrorism and related geopolitical events, distress
and failure of major financial institutions, and similar events have led, and in the future may
lead, to increased short-term market volatility and may have adverse long-term effects on U.S.
and world economies and markets generally. Those events as well as other changes in U.S. and
non-U.S. economic and political conditions also could adversely affect individual issuers or
related groups of issuers, securities markets, interest rates, credit ratings, inflation, investor
sentiment, and other factors affecting the value of the ARC Clients’ investments. At such times,
the ARC Clients’ exposure to the risks described elsewhere in this section, including market risk,
liquidity risk, risk of non-U.S. investments, currency risk and credit and counterparty risk, will
likely increase. It is unclear what the repercussions of this market turmoil may be, and, in



particular, to what extent the current instability of the U.S. financial services sector may expand
to other markets, whether U.S. or international. Moreover, it remains unknown whether
governmental measures undertaken in response to such turmoil (whether regulatory or financial
in nature) might have a positive or a negative effect on market conditions.

Market disruptions can prevent an ARC Client from implementing its investment program for a
period of time and achieving its investment objective. For example, a disruption may cause an
ARC Client’s derivatives counterparties to discontinue offering derivatives on some underlying
commodities, securities, reference rates, or indices or to offer such products on a more limited
basis, or the current economic crisis may strain the U.S. Treasury’s ability to satisfy its
obligations.

Lack of Liquidity in Markets

Despite the heavy volume of trading in securities and futures, the markets for some securities
may be thinly traded from time to time. This lack of liquidity and market depth could
disadvantage the ARC Clients, both in the realization of the prices which are quoted and in the
execution of orders at desired prices or in desired quantities. Also, exchanges, contract markets
and sovereign governments, and their regulators (such as the SEC), generally have authority to
suspend trading in a particular security without notice.

Credit Market Hliquidity

Credit markets have recently experienced a significant lack of liquidity. While a lack of liquidity
may create opportunities for the ARC Clients to acquire assets at prices that Absolute Return
Capital believes are attractive, it creates a number of risks. There can be no assurance that credit
markets will, in the future, become more liquid and they may continue to be volatile for the
foreseeable future. It is also possible that illiquidity in the market could cause prices to decline
further, which may have the result of forcing an ARC Client to sell assets to satisfy requirements
under its borrowing arrangements or to meet margin calls, which could, in turn, create further
downward price pressure. If there is a substantial decline in the market value of an ARC Client’s
portfolio of investments, investments may need to be liquidated quickly, which may mean that
the investments would be liquidated at a lower price than would be the case under other
circumstances. If liquidity does not improve, an ARC Client will be adversely affected to the
extent that Absolute Return Capital or the General Partner, as applicable, seeks to dispose of its
assets in an illiquid market, and Absolute Return Capital or the General Partner, as applicable,
may find itself unable to sell an asset held by an ARC Client at a price that Absolute Return
Capital or the General Partner, as applicable, believes reflects the asset’s fair value.

Changes in the credit markets have reduced the liquidity of all types of fixed income securities,
including asset-backed securities held by the ARC Clients. Contemporaneously, the ARC
Clients need cash to provide margin for swings in the mark-to-market obligations arising under
the derivatives used by the ARC Clients. Absolute Return Capital or the General Partner, as
applicable, uses the cash balance of an ARC Client to meet such ARC Client’s derivative
collateral obligations and for other purposes. There is no assurance that an ARC Client’s cash



balance will be sufficient to meet such ARC Client’s collateral obligations and, if it is not, the
ARC Client would be required to liquidate some or all of its positions.

Counterparty Risk

Certain markets in which an ARC Client may effect transactions are “over-the-counter” or
“interdealer” markets, and may also include unregulated private markets. The participants in
such markets typically are not subject to the same level of credit evaluation and regulatory
oversight as are members of “exchange based” markets. Transactions with counterparties expose
the investor to the risk that a counterparty will not settle a transaction in accordance with its
terms and conditions because of a dispute over the terms of the contract (whether or not bona
fide) or because of a credit or liquidity problem, thus causing the ARC Client to suffer a loss.
Such “counterparty risk” is accentuated for contracts with longer maturities where events may
intervene to prevent settlement, or where the transactions are concentrated with a single or small
group of counterparties. An ARC Client may also be exposed to similar risks with respect to
non-U.S. brokers in jurisdictions where there are delayed settlement periods. Absolute Return
Capital (or the General Partner, as applicable) is not restricted from dealing with any particular
counterparty or from concentrating any or all transactions with one counterparty. The ability of
an ARC Client to transact business with one or more counterparties, the lack of any meaningful
and independent evaluation of such counterparties’ financial capabilities and the absence of a
regulated market to facilitate settlement may increase the potential for losses by the ARC
Clients. Similar risks also arise in connection with derivative instruments and brokerage
arrangements that may be put in place for ARC Clients.

Absolute Return Capital or the General Partner, as applicable, may close out “over-the-counter”
transactions (including swaps and contracts for differences) on behalf of an ARC Client only
with the relevant counterparty, and may transfer a position only with the consent of the particular
counterparty. Also, if the counterparty defaults, an ARC Client will have contractual remedies
pursuant to the agreement related to the transaction, but there is no assurance that contract
counterparties will be able to meet their obligations pursuant to such contracts or that, in the
event of default, such ARC Client will succeed in enforcing contractual remedies. There also
may be documentation risk, including the risk that the parties may disagree as to the proper
interpretation of the terms of a contract. If such a dispute occurs, the cost and unpredictability of
the legal proceedings required for an ARC Client to enforce its contractual rights may lead such
ARC Client to decide not to pursue its claims against the counterparty. An ARC Client thus
assumes the risk that it may be unable to obtain payments owed to it under contracts relating to
over-the-counter transactions or that those payments may be delayed or made only after such
ARC Client has incurred the costs of litigation.

Currency Exchange Risk

Investments of an ARC Client may be denominated in currencies other than the U.S. dollar, and
hence the value of such investments will depend in part on the relative strength of the U.S.
dollar. An ARC Client may be affected favorably or unfavorably by exchange control
regulations or changes in the exchange rate between foreign currencies and the U.S. dollar.
Changes in foreign currency exchange rates may also affect the value of dividends and interest



earned, and the level of gains and losses realized on the sale of securities. The rates of exchange
between the U.S. dollar and other currencies are affected by many factors, including forces of
supply and demand in the foreign exchange markets. These rates are also affected by the
international balance of payments and other economic and financial conditions, government
intervention, speculation and other factors. Absolute Return Capital (or the General Partner, as
applicable) is not obligated to engage in any currency hedging operations on behalf of ARC
Clients, and there can be no assurance as to the success of any hedging operations that Absolute
Return Capital (or the General Partner, as applicable) may implement.

Emerqging Markets Risk

The ARC Clients may invest a portion of their assets in the securities of non-U.S. issuers and/or
in non-U.S. currencies, including those in emerging markets. Such investments are impacted by
political and economic developments, regulatory issues, foreign exchange controls, government
intervention and a host of other similar factors pertinent to investing in developing markets, but
are typically greater in less developed nations, sometimes referred to as “emerging markets.”
For instance, political and economic structures in these countries may be in their infancy and
developing rapidly, causing instability. High rates of inflation or deflation may adversely affect
the economies and securities markets of such countries. In addition, the small size, limited
trading volume and relative inexperience of the securities markets in these countries may make
investments in such countries less liquid and more volatile than investments in more developed
counties. There is also a heightened possibility of expropriation or confiscatory taxation,
imposition of withholding taxes on interest payments, or other similar developments that could
affect investments in those countries. Consequently, investments in emerging markets are
generally regarded as highly speculative.

Prime Brokerage Risk

There are risks involved in dealing with the custodians or prime brokers who settle trades. ARC
Clients maintain custody accounts with one or more prime brokers and custodian banks. There is
no guarantee that any prime broker or custodian that an ARC Client may use from time to time
will not become insolvent. While both the U.S. Bankruptcy Code and the Securities Investor
Protection Act of 1970 seek to protect customer property in the event of a failure, insolvency or
liquidation of a broker-dealer, there is no certainty that, in the event of a failure of a broker-
dealer that has custody of an ARC Client’s assets, such ARC Client would not incur losses due to
its assets being unavailable for a period of time, ultimately less than full recovery of its assets or
both.

Trading Risk

Absolute Return Capital has adopted trade error policies and procedures to effectively monitor,
report, and assess the financial impact of trade errors. Absolute Return Capital’s trade error
policy requires Absolute Return Capital to reimburse an ARC Client for any losses resulting
from Absolute Return Capital’s gross negligence or willful misconduct. Although Absolute
Return Capital’s traders endeavor to take care in implementing investment decisions on behalf of
the ARC Clients, trade errors occur and could have a material adverse impact on the performance
of the ARC Clients.



The risks associated with an investment in any particular ARC Client may be substantially
impacted by the nature and timing of the market.

Item 9. Disciplinary Information
No material items exist as of this time.

Item 10. Other Financial Industry Activities and Affiliations

Related General Partner

The General Partner is the general partner of the ARC Fund, and Absolute Return Investors,
LLC (“Absolute Return Investors™) is the general partner of the General Partner. Mr. Michael F.
Goss, a Managing Director of Absolute Return Capital, is the sole managing member of
Absolute Return Investors.

Affiliated Advisers

Absolute Return Capital currently has four affiliated advisers based in the U.S., each of which
focuses primarily on a different area of investment management, although such areas may
overlap from time to time (such advisers, together with Absolute Return Capital, the “U.S.
Affiliate Advisers”). Each U.S. Affiliate Adviser is registered as an investment adviser with the
Securities and Exchange Commission. The U.S. Affiliate Advisers currently include, in addition
to Absolute Return Capital:

- Bain Capital Partners, LLC, which focuses on leveraged buyouts and growth capital in a wide
variety of industries;

- Brookside Capital, LLC, the public equity affiliate of Bain Capital, whose primary objective is
investing in securities of publicly traded companies that offer opportunities to realize substantial
long-term capital appreciation;

- Sankaty Advisors, LLC, which uses fundamental credit analysis to identify attractive
investment opportunities and seeks superior risk adjusted returns, primarily in credit products
and fixed-income investments; and

- Bain Capital Venture Partners, LLC, the venture capital arm of Bain Capital, which focuses on
seed through late-stage growth equity investing in software, hardware, information, healthcare,
and technology-driven business services companies.

In addition to the U.S. Affiliate Advisers, Bain Capital, Ltd. and Sankaty Advisors Ltd., both
affiliates of Bain Capital, are licensed as investment advisers with the United Kingdom Financial
Services Authority (together with the U.S. Affiliate Advisers, the “Affiliate Advisers”).



Each of the U.S. Affiliate Advisers’ investment activities are conducted independently, but the
U.S. Affiliate Advisers may provide an extensive personal network and access to vertical
industry expertise.

Bain Capital has established other non-investment advisory-related entities that are affiliates of
the U.S Affiliate Advisers. These entities do not provide investment advisory services and have
been organized primarily to provide services incidental to the services of the U.S. Affiliate
Advisers, such as servicing portfolio companies of the Funds (as defined below).

Conflicts of Interest

Bain Capital and its affiliates, including Absolute Return Capital, engage in a broad range of
activities, including investment activities for their own account and for the account of other
investment funds or accounts and providing transaction-related, advisory, management and other
services to funds and operating companies.

As discussed above, Bain Capital currently has a number of Affiliate Advisers, including
Absolute Return Capital, each of which focuses primarily on a different investment strategy,
although such investment strategies overlap from time to time. For purposes of this section, the
funds and accounts advised by the Affiliate Advisers (including Absolute Return Capital) are
referred to as the “Clients.” In the ordinary course of conducting its activities, the interests of an
ARC Client may conflict with the interests of Absolute Return Capital or its affiliates or one or
more other Clients or with their respective affiliates.

Resolution of Conflicts

Each of the Affiliate Advisers will deal with all conflicts of interest using its best judgment, but
in its sole discretion. When conflicts arise among Clients, the participating Affiliate Advisers
will represent the interests of the Clients they advise. In resolving conflicts, the Affiliate
Advisers may consider various factors, including the interests of the funds and accounts they
advise. In the case of all conflicts involving an ARC Client, the determination as to which
factors are relevant, and the resolution of such conflicts, will be made in the sole discretion of
Absolute Return Capital, except as required by the governing documents of the ARC Client.

Sources of Conflicts of Interest

The material conflicts of interest encountered by an ARC Client include those discussed below,
although the discussion below does not describe all of the conflicts that may be faced by such
ARC Client. Other conflicts may be disclosed throughout this document and the document
should be read in its entirety for other conflicts.

Conflicts Relating to the General Partner and Absolute Return Capital
Absolute Return Capital will typically perform investment banking, advisory and other services

(“Related Services”) for, and will receive fees from, a number of entities, which may include
entities in which ARC Clients have interests. Such fees will be in addition to the management



fee and the performance allocation or incentive fee paid by the ARC Clients. These fees will not
be shared with the ARC Clients or the limited partners of the ARC Fund.

Absolute Return Capital and the other Affiliate Advisers have existing and potential advisory
and other relationships with a significant number of portfolio companies and other clients, and
may provide financing, services, advice or otherwise deal with third parties whose interests
conflict with the interests of a company in which an ARC Client has invested, such as
competitors, suppliers or customers of a company in which an ARC Client has invested.
Absolute Return Capital or another Affiliate Adviser may recommend or cause such a third party
to take actions that are adverse to an ARC Client or companies in which it has invested.
Additionally, the existence of a performance allocation or incentive fee arrangement and the
opportunity to earn these fees may create an incentive for Absolute Return Capital or the General
Partner, as applicable, to cause an ARC Client to make more speculative investments than it
would otherwise make in the absence of performance-based compensation and such fees.

The General Partner is responsible for the valuation of the ARC Fund’s assets, and these
valuations may affect the management fee payable to Absolute Return Capital and the
performance allocation made to the General Partner. The assets of a Separate Account Client
will be valued in accordance with the provisions of its Advisory Agreement.

Conflicts Relating to the Purchase and Sale of Investments

Absolute Return Capital may cause an ARC Client to purchase investments from another Client,
or it may cause an ARC Client to sell investments to another Client. Absolute Return Capital
will cause an ARC Client to engage in such transactions only if it determines that the
transactions are in the best interests of such ARC Client and are consistent with any applicable
investment guidelines.

The General Partner and the Managing Directors and other personnel of Absolute Return Capital
and its affiliates and certain related persons may invest in the securities in which an ARC Client
invests. Certain prohibitions and procedures regarding personal trading described in Item 11
below were designed to address the inherent conflicts of interest of such investments.

Other Clients may invest in assets eligible for purchase by an ARC Client. The investment
policies, fee arrangements, performance allocations, investments owned by employees of
Absolute Return Capital or the other Affiliate Advisers and other circumstances of such ARC
Client may vary from those of other Clients. These relationships may present conflicts of
interest in determining how much, if any, of certain investment opportunities to offer to the ARC
Client.

Absolute Return Capital or one or more members of its professional staff may manage additional
investment funds or accounts. Most or all of the officers and employees responsible for
managing the ARC Clients will have responsibilities with respect to those other funds or
accounts. Conflicts of interest may arise in allocating time, services or functions of those
officers and employees.



Subject to any requirements of the governing instruments of the Clients, opportunities for
investments will be allocated among the Clients in a manner that the Affiliate Advisers, as well
as the respective general partners of the Clients (if applicable), believe in their sole discretion to
be appropriate given factors they believe to be relevant. Such factors may include the investment
objectives, transaction sourcing, liquidity, diversification, lender covenants and other limitations
of the Clients and the amount of capital each then has available for such investment.
Additionally, investments sourced by an Affiliate Adviser that are appropriate for Clients
advised by such Affiliate Adviser will first be made available to such Clients. Absolute Return
Capital also reserves the right to make independent decisions regarding recommendations about
when an ARC Client should purchase and sell investments, and the other Affiliate Advisers
reserve similar rights with respect to the Clients that they advise. As a result, an ARC Client
may be purchasing an investment at a time when another Client is selling the same or a similar
investment, or vice versa. An ARC Client may invest in opportunities that another Client has
declined, and likewise, an ARC Client may decline to invest in opportunities in which another
Client has invested.

Conflicts may arise when an ARC Client makes investments in conjunction with an investment
being made by another Client, or in a transaction in which another Client has already made an
investment. Investment opportunities may be appropriate for an ARC Client and another Client
at the same, different or overlapping levels of a portfolio company’s capital structure. Conflicts
may also arise in determining the terms of investments, especially where the Affiliate Advisers
control the structure of a transaction and its capitalization. For example, if a Client is investing
in debt securities, it will have an interest in structuring debt securities that have financial terms
(such as interest rates, repayment terms, seniority, covenants and events of default) that are more
restrictive than an ARC Client or another Client, as an equity owner, may desire. There can be
no assurance that the return on an ARC Client’s investments will not be less than the returns
obtained by other Clients participating in the transaction. Personnel and related persons of the
Affiliate Advisers have made or may make large capital investments in or alongside certain
Clients, and therefore may have additional conflicting interests in connection with joint
investments. Each Affiliate Adviser will determine all matters relating to structuring
transactions and capitalizing portfolio companies, including the amount and terms of securities
and allocation of securities among the involved Clients, using its best judgment considering all
factors it deems relevant, but in its sole discretion.

An ARC Client may invest in funds or structured products sponsored by other Affiliate Advisers.
An ARC Client’s interest in any such fund or structured product would be subject to the terms
and conditions of such fund or product, including management fees and incentive fees or
performance allocations, provided that the general partner of, and the Affiliate Adviser to, such
fund or product may in their sole discretion waive all or a portion of such fees and performance
allocations with respect to the ARC Client.

The appropriate allocation among the Clients of expenses and fees generated in the course of
evaluating and making investments often may not be clear, especially where more than one
Client participates. For instance, if an ARC Client and another Client are considering making an
investment that is not consummated, allocation of the expenses generated for the account of such
ARC Client and such Client (such as expenses of common counsel and other professionals) will



be made in good faith. When the Affiliate Advisers incur expenses that were related to more
than one Client, they will typically allocate such expenses among all Clients eligible to
reimburse expenses of the applicable nature. In general, each affected Affiliate Adviser will
participate in the resolution of all such matters using its best judgment, considering all factors it
deems relevant, but in its sole discretion.

Implementation of certain of the investments strategies of an ARC Client may be dependent, in
whole or in part, on information obtained by Absolute Return Capital from other Affiliate
Advisers. Such Affiliate Advisers are not obligated to provide such information to Absolute
Return Capital and may decide not to provide such information to Absolute Return Capital at any
time. There is no assurance that Absolute Return Capital will receive such information now or in
the future.

From time to time, an Affiliate Adviser may come into possession of material, non-public
information, and such information may limit the ability of an ARC Client to buy and sell
investments. Although the Affiliate Advisers currently maintain “ethical walls” which reduce
the likelihood that one Affiliate Adviser will be deemed to possess material, non-public
information possessed by other Affiliate Advisers, there is no guarantee that such “ethical walls”
will be maintained for the life of each ARC Client. Furthermore, Absolute Return Capital and
the other Affiliate Advisers may agree from time to time to “cross” ethical walls, and Bain
Capital may from time to time impose restrictions on transactions involving particular issuers in
its sole discretion, taking into account all factors it deems relevant in the collective interest of
Absolute Return Capital and the other Affiliate Advisers. In such cases, ARC Clients and the
other Clients could be restricted indefinitely in transactions involving a particular issuer.
Consequently, the possession of material, non-public information by other Affiliate Advisers
may limit the ability of an ARC Client to buy and sell investments. In addition, Absolute Return
Capital may be restricted by contract from using confidential information that it, or another
Affiliate Adviser, has for the benefit of an ARC Client.

Conflicts Relating to Existing Investments

Further conflicts may arise once an ARC Client has made an investment in a company in which
another Client has also invested. For example, questions may arise as to whether payment
obligations and covenants should be enforced, modified or waived, or whether debt should be
refinanced. Decisions about what action should be taken in a troubled situation, including
whether or not to enforce claims, whether or not to advocate or initiate a restructuring or
liquidation inside or outside of bankruptcy, and the terms of any work-out or restructuring, raise
conflicts of interest. If additional capital is necessary as a result of financial or other difficulties,
or to finance growth or other opportunities, the ARC Client or other Clients may or may not
provide such additional capital, and if provided the ARC Client and each other Client will supply
such additional capital in such amounts, if any, as determined by Absolute Return Capital and
the other relevant Affiliate Advisers in their sole discretion. Each Affiliate Adviser will resolve
all such conflicts using its best judgment but in its sole discretion, subject in certain cases to
approval by the advisory boards or investment committees of the participating Clients.



Investments to finance follow-on acquisitions are a regular part of the business of certain of the
Clients. Follow-on investments present conflicts of interest, including determination of the
equity component and other terms of the new financing. In addition, a Client may participate in
releveraging and recapitalization transactions involving portfolio companies in which other
Clients have invested or will invest. Recapitalization transactions may present conflicts of
interest, including determinations of whether existing investors are being cashed out at a price
that is higher or lower than market value and whether new investors are paying too high or too
low a price for the company or purchasing securities with terms that are more or less favorable
than the prevailing market terms. Each Affiliate Adviser will resolve all such conflicts using its
best judgment, but in its sole discretion, subject in certain cases to approval by the respective
advisory boards or investment committees of the participating Clients.

The ARC Clients and/or other Clients may in many cases own a significant or controlling
percentage of the common equity of portfolio companies which, depending upon the amount of
equity owned by them, any relevant contractual arrangements between such portfolio company
and the participating funds and accounts and other relevant factual circumstances, could result in
an extension of the bankruptcy preference period with respect to payments made to an ARC
Client and/or subordination of its claims to other creditors and/or recharacterization of debt
claims into equity claims. In addition, because of their equity ownership, representation on the
boards of directors, and/or contractual rights, the ARC Clients and other Clients may often be
thought to control, participate in the management of or influence the conduct of portfolio
companies. The effect of these relationships will vary in non-U.S. jurisdictions. These factors
could expose the assets of an ARC Client to claims by a portfolio company, its security holders,
its creditors or governmental agencies.

If an ARC Client purchases debt securities of an affiliate in the secondary market at a discount,
(@) a court might require the ARC Client to disgorge profit it realizes if the opportunity to
purchase such securities at a discount should have been made available to the issuer of such
securities or (b) the ARC Client be prevented from enforcing such securities at their full face
value if the issuer of such securities becomes bankrupt. The effect of these transactions will vary
in non-U.S. jurisdictions.

A portion of a Client’s investments may consist of securities that are subject to restrictions on
resale by such Client because they were acquired in a “private placement” transaction or because
such Client is deemed to be an affiliate of the issuer of such securities. Generally, a Client will
be able to sell such securities only under Rule 144 under the Securities Act, which permits
limited sales under specified conditions, or pursuant to a registration statement under the
Securities Act. When restricted securities are sold to the public, the Client may be deemed an
“underwriter,” or possibly a controlling person, with respect thereto for the purposes of the
Securities Act and be subject to liability as such under the Securities Act.

An ARC Client may directly or indirectly control or be under common control with issuers of
securities held by such ARC Client, which were issued under an indenture qualified under the
Trust Indenture Act of 1939 (the “Trust Indenture Act”), especially where another Client is
deemed to control the issuer of the securities. In such cases, the securities held by the ARC
Client would be required by the Trust Indenture Act to be disregarded for the purposes of



determining whether the holders of the required principal amount of such issuer’s securities have
concurred in certain directions or consents.

The following factors may alleviate, but will not eliminate, conflicts of interest among the ARC
Clients and the other Clients:

. An ARC Client will not make any investment unless Absolute Return Capital, and the
General Partner (if applicable), believe that such investment is an appropriate investment
considered solely from the viewpoint of the ARC Client;

. Absolute Return Capital has adopted policies and procedures that will resolve many
important conflicts of interest, including those relating to the allocation of investment
opportunities, trade aggregation, cross trades and principal transactions, ethical walls and
personal trading by Managing Directors and employees of Absolute Return Capital; and

" Where Absolute Return Capital or one or more of the other Affiliate Advisers deems
appropriate in their sole discretion, unaffiliated third parties may be used to help resolve
conflicts such as the use of an investment banker to opine as to the fairness of a purchase
or sale price. In addition, the willingness of a third party to make an investment on the
same terms as an ARC Client would demonstrate the fairness of the transaction to such
ARC Client.

Other Conflicts of Interest

The ARC Clients and the other Clients will generally engage common legal counsel and other
advisers to represent all of the Clients in a particular transaction, including a transaction in which
the Clients have conflicting interests because they are investing in different securities of a single
portfolio company. In the event of a significant dispute or divergence of interest between one or
more Clients, such as in a work-out or other distressed situation, separate representation may
become desirable, in which case Absolute Return Capital and the other Affiliate Advisers may
hire separate counsel in their sole discretion, and in litigation and other circumstances, separate
representation may be required. Partners of the law firms engaged to represent the Clients may
be investors in the Clients, and may also represent one or more portfolio companies or limited
partners of the Clients.

Absolute Return Capital may establish separate accounts with portfolios substantially similar to
the ARC Fund. Consequently, the relevant Separate Account Client may have access to
information about such portfolio holdings before investors in the ARC Fund.

The ARC Fund and other Clients may have tax-exempt, taxable, non-U.S. and other investors,
whereas most members of the General Partner and the general partners of the other Clients are
taxable at individual U.S. rates. Conflicts may exist with respect to various structuring,
investment and other decisions because of divergent tax, economic or other interests, including
conflicts among the interests of taxable and tax-exempt investors, conflicts among the interests
of domestic and non-U.S. investors, and conflicts between the interests of investors and



management. For these reasons, among others, decisions may be more beneficial for one
investor than for another investor, particularly with respect to investors’ individual tax situations.

Certain members of the ARC Fund’s advisory board are, or in the future may be, officers or
directors of, or otherwise affiliated with, limited partners of or investors in the Clients. The ARC
Fund’s advisory board does not participate in investment decision making. The General Partner
and the general partners of other Clients (if applicable) may from time to time utilize the services
of limited partners and their affiliates (or of Separate Account Clients and their affiliates) on an
arm’s length basis, as they deem appropriate.

One or more ARC Clients or other Clients may hold “plan assets” subject to the Employee
Retirement Income Security Act of 1974, as amended (“ERISA”). With respect to those plan
assets, if any, Bain Capital and certain affiliates may be classified as “fiduciaries” under ERISA.
ERISA imposes certain general and specific responsibilities and restrictions on fiduciaries with
respect to plan assets. As a result, an ARC Client may be restricted from entering into certain
transactions if the investment would violate ERISA with respect to the ARC Client or any other
Clients, or may be obligated to take certain actions or refrain from taking certain actions in order
to avoid a violation of ERISA with respect to the ARC Client or other Clients.

Please contact the Bain Capital Compliance Department with any additional questions or
concerns.

Item 11. Code of Ethics, Participation or Interest in Client Transactions and Personal
Trading

Code of Ethics

Absolute Return Capital has adopted a Code of Ethics policy for its personnel. The policy
describes personnel standards of conduct and fiduciary duties and limits personal trading by its
personnel and their immediate family/household members in a wide range of securities,
including common and preferred stock, debt instruments, securities that are convertible or
exchangeable for equity or debt securities, and derivative instruments. Personnel must report
every account that they or their immediate family member use for trading securities covered by
the policy and, if they directly or indirectly influence or control trading in the account, they must
generally pre-clear covered securities transactions and have copies of trade confirmations and
periodic account statements sent by their broker to the compliance department. Controlled
trading by personnel and their immediate family/household members is prohibited in a wide
range of securities that appear on restricted lists and confidential watch lists, and additional steps
are taken to ensure that personnel and their immediate family/household members are not
permitted to trade for their personal account in securities selected for ARC Clients and to ensure
personnel do not engage in “front-running” of any ARC Client’s investment opportunities.

A detailed summary of the Code of Ethics is available to limited partners and prospective limited
partners in the ARC Fund and to prospective Separate Account Clients during the investment due
diligence process. A copy may be obtained by contacting the Absolute Return Capital
Compliance department.






Related Person Investment

For further detail regarding circumstances in which Absolute Return Capital or a related person
(a) recommends to ARC Clients, or buys or sells for ARC Client accounts, securities in which
Absolute Return Capital or a related person has a material financial interest, (b) invests in the
same securities that Absolute Return Capital or a related person recommends to ARC Clients, or
(c) recommends securities to ARC Clients, or buys or sells securities for ARC Client accounts, at
or about the same time that Absolute Return Capital or a related person buys or sells the same
securities for Absolute Return Capital’s own (or the related person’s own) account, as well as
related conflicts of interest, please see the Code of Ethics and Item 10 above.

Item 12. Brokerage Practices

Absolute Return Capital seeks to obtain best execution of the ARC Clients’ transactions. In
doing so, Absolute Return Capital seeks to execute securities transactions for the ARC Clients in
such a manner that the ARC Clients’ total costs or proceeds in each transaction are the most
favorable under the circumstances. In assessing whether that standard is met, Absolute Return
Capital shall consider the full range and quality of a broker’s or counterparty’s services when
placing orders, including, among other things, execution capability, commission rate or spread,
financial responsibility, responsiveness and the value of any research or brokerage services
provided by the broker or counterparty.

Consistent with its efforts to seek best execution, as described above, Absolute Return Capital
may pay a broker or counterparty more than the lowest available commission for executing a
securities transaction in return for brokerage and research services, so long as Absolute Return
Capital determines in good faith that the amount of commission paid is reasonable in relation to
the value of the brokerage and research services provided by the broker or counterparty, viewed
in terms of either the particular transaction or Absolute Return Capital’s overall responsibilities
with respect to all ARC Clients for which it exercises discretion. This arrangement is commonly
referred to as a soft dollar arrangement. A conflict of interest exists when a broker or
counterparty provides such services, however, as Absolute Return Capital will have an incentive
to favor such broker or counterparty over others that may charge lower commissions.

Trade Aggregation

Absolute Return Capital may aggregate trades pursuant to formal written procedures, which
generally provide that allocation is made on a pro rata basis among eligible ARC Clients.
Certain exceptions may be made in such allocation, provided that such exceptions are to ensure
that accounts are treated in a fair and equitable manner, taking into account each ARC Client’s
best interests, and to prevent any favoring of or discriminating against any ARC Client or group
of ARC Clients, and provided further that such allocation is consistent with Absolute Return
Capital’s fiduciary duties, its duty of best execution and any applicable contractual obligations.
For additional information regarding the allocation of investments among ARC Clients and
Clients of the other Affiliate Advisers, please see Item 10 above.



A Separate Account Client may request or direct that Absolute Return Capital place transactions
for its separate account with one or more specified brokers or counterparties (“Directed
Brokerage”). Absolute Return Capital will accept Directed Brokerage arrangements only if
certain conditions are satisfied, including; that the Separate Account Client’s directions are
furnished in writing and that Absolute Return Capital has informed the Separate Account Client
in writing that the use of directed brokerage arrangements may deprive the Separate Account
Client of benefits that might otherwise be obtained by aggregating the Separate Account Client’s
order with orders for other ARC Clients and may cause the Separate Account Client to pay a
higher commission rate or to receive less favorable execution than if Absolute Return Capital
had discretion to select the broker or counterparty or to negotiate the commission rate.

Item 13. Review of Accounts

Oversight and Monitoring

The portfolio investments of the ARC Clients are continuously reviewed by a team of investment
professionals.  The team generally includes Managing Directors and other investment
professionals of Absolute Return Capital.

Reporting

As soon as practicable after each year end, tax information will be distributed to investors in the
ARC Fund. In addition, Absolute Return Capital will distribute performance reports on a
monthly basis and audited financial statements on an annual basis within 120 days after the fiscal
year end of the ARC Fund. Investors in the ARC Fund also receive regular reporting updates
through quarterly letters, investor meetings and other materials provided on the ARC Fund’s
investor website. The General Partner of the ARC Fund may from time to time, in its sole
discretion, provide additional information relating to the Fund to one or more Limited Partners as
it deems appropriate.

Separate Account Clients may negotiate reporting requirements specific to their accounts.

Item 14. Client Referrals and Other Compensation

For details regarding economic benefits provided to Absolute Return Capital by non-ARC
Clients, including a description of related conflicts of interest, please see Item 10 above. In
addition, Absolute Return Capital and its related persons may, in certain instances, receive
discounts on products and services provided by portfolio companies.

Item 15. Custody

Custodial banks maintaining ARC Fund assets do not send statements to investors in the ARC

Fund. Custodial statement delivery for Separate Account Clients is generally controlled by such
Separate Account Clients, which generally retain their own custodial banks.



Item 16. Investment Discretion

Absolute Return Capital provides investment advisory services to the ARC Fund pursuant to an
Advisory Agreement. Investment advice is provided by Absolute Return Capital directly to the
ARC Fund, subject to the direction and control of the General Partner. Any restrictions on
investments in certain types of securities are established by the General Partner and are set forth
in documentation received by each limited partner prior to investment in the ARC Fund.

The terms of the advisory services to be provided to a Separate Account Client, including any
restrictions on investments in certain types of securities, are the result of negotiations between
Absolute Return Capital and such Separate Account Client, and are set forth in such Separate
Account Client’s Advisory Agreement. The Advisory Agreement of a Separate Account Client
may be changed by such Separate Account Client only to the extent permitted by such Advisory
Agreement.

Item 17. Voting Client Securities

The investment process of Absolute Return Capital involves a rules-based approach to stock
selection. As a result of this investment process, management does not rely on corporate
governance as a factor in making investment decisions. The ARC Clients are not able to direct
the vote of Absolute Return Capital or, in the case of the ARC Fund, the General Partner.
However, Absolute Return Capital generally seeks to vote, where possible, any proxies it
receives for the ARC Clients’ securities. Absolute Return Capital intends to vote proxies in
accordance with Institutional Shareholder Services — General Recommendation, or otherwise in
the best interest of the ARC Client, taking into account such factors as it deems relevant in its
sole discretion. Absolute Return Capital’s proxy voting policy is designed to ensure that if a
material conflict of interest is identified in connection with a particular proxy vote, that the vote
is not improperly influenced by the conflict.

A detailed summary of Absolute Return Capital’s proxy voting policies and procedures are
available to limited partners and prospective limited partners of the ARC Fund, and to potential
Separate Account Clients, during the investment due diligence process. A copy of such
summary may be obtained by contacting Bain Capital’s Compliance Department.

Existing ARC Clients may obtain copies of relevant proxy logs, identifying how proxies were
voted in connection with such ARC Client, and copies of proxy voting policies and procedures
upon written request to: Absolute Return Capital, LLC, John Hancock Tower, 200 Clarendon
Street, Boston, MA 02116.

Item 18. Financial Information

Item 18 is not applicable to Absolute Return Capital.
Item 19. Requirements for State-Registered Advisers

Item 19 is not applicable to Absolute Return Capital.



