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Item 1. Cover Page

FORT HILL INVESTMENT ADVISORS, L.P.

Six Landmark Square
Stamford, CT 06901
T 203-487-6700
F 203-487-6720

March 30, 2012

This brochure (“Brochure”) provides information aibdhe qualifications and business practices
of Fort Hill Investment Advisors, L.P. (“FHIA”) ands affiliates. If you have any questions
about the contents of the Brochure, please coftdtA at 203-487-6700 or email Victor Russo
at vrusso@forthillpartners.com The information in the Brochure has not beenragd or
verified by the United States Securities and Exgea@ommission (the “SEC”) or any state
securities authorities.

FHIA is an investment adviser registered with tieCS Registration of an investment adviser
does not imply any level of skill or training.

Additional information about FHIA is also availabl®en the SEC's website at:
www.adviserinfo.sec.gowr from FHIA’s Chief Compliance Officer, Kenji Kalyashi, at 203-
487-6700 or via e-mail at kkobayashi@mcahd.com.
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Item 2. Material Changes

The following material change has been incorporatéal the Brochure since it was previously
filed on March 31, 2011.

FHIA was previously named Aladdin Credit AdvisoksP. FHIA changed its name following
Mitsubishi Corporation’s acquisition, on Decemb@r 3011, of certain assets of Aladdin Capital
Holdings LLC (“ACH”). More specifically, a Contribed Entity Interest Assignment
Agreement, dated as of December 30, 2011, waseehiteto by and among ACH and MC Asset
Management Holdings, LLC (“MC Asset”), wherein ACHansferred all of its limited
partnership interests in FHIA to MC Asset, an assahagement holding company dedicated to
alternative asset management strategies and areehdubsidiary of Mitsubishi Corporation of
Japan.

Currently, our Brochure may be requested by comgdfenji Kobayashi, FHIA’s Compliance
Officer, at 203-487-6700.
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Item 4. Advisory Business

FHIA, a Delaware limited partnership based in Stahf Connecticut, is an affiliate of MC
Asset, an indirect subsidiary of Mitsubishi Corgmma of Japan. FHIA is owned by Victor
Russo and Luke Gosselin, each of whom serves Maadging Member,” and MC Asset. The
terms “FHIA,” the “company,” “we,” “us,” and “ourare used in this Brochure to refer to Fort
Hill Investment Advisors, L.P., an investment a@visegistered with the SEC. FHIA was
previously named Aladdin Credit Advisors, L.P. Toempany changed its name following
Mitsubishi Corporation’s acquisition on December 32011 of certain assets of ACH, which was
previously an owner of FHIA. The Managing Membeech have a 25% equity interest in
FHIA through direct and indirect interests in th@mpany and its general partner. Each of the
Managing Members also serves as a managing merhldgdid\’s affiliate, Fort Hill Investment
Partners, LLC, the general partner (the “Generatned’) of those Funds (as defined below)
advised by FHIA that are structured as a limitedn@aship. The general partner of FHIA is Fort
Hill Investment Holdings, LLC. The Managing Membegach hold a 25% interest and MC
Asset holds a 50% interest in the General Partner.

FHIA manages domestic and offshore private investmeshicle clients (collectively, the
“Funds”) structured as funds and intended for tngtnal investors (e.g., pensions, endowments,
trusts, funds of funds) and high net-worth indivathy with a focus on investments in debtor-in-
possession financings to debtors in Chapter 11 roptdy (“DIP Financings”) and/or event-
driven purchases in the secondary market of dstresenior secured bank debt in anticipation
of an imminent and highly probable bankruptcy ficiag (“Pre-Petition Financings”). Certain
portfolios may also invest in financing for compasiemerging from bankruptcy pursuant to a
court approved plan of reorganization (“Exit Fingags”). In addition, certain portfolios may
deploy leverage through the use of total returnpswaHIA serves as the investment manager to
the Funds. The company’'s investment authority it feeth in the applicable governing
documents for the Funds, as well as in investmegmagement agreements with each Fund.
FHIA is granted full discretion and authority to keainvestment decisions on behalf of each
Fund under the relevant investment management mgrée subject to any restrictions contained
in such agreements or otherwise agreed to with-thveds and set forth each Funds’ operating
documents. Please see Item 16 below for a moeeletbidescription of how advisory services
may be tailored for a Fund. In its capacity ofd@stment manager, FHIA (i) originates,
recommends, structures, and identifies sourcesapitat for investment opportunities to the
Funds; (ii) arranges sources of financing for aartavestments; (iii) monitors, evaluates and
makes recommendations regarding the timing and erarof disposition of portfolio
investments; and (iv) provides such other servieésted thereto as the Funds may reasonably
request.

Investment advice is provided directly to each Fand not individually to the investors (the
“Investors”) in a Fund. We manage Fund assetcaoraance with the terms of each Fund’'s
confidential offering and/or private placement meamalum, individual limited partnership or
shareholder agreement, and other relevant govemiogiments of a Fund (the “Governing
Documents”). All substantive terms were generabyablished at the time of the formation of
the Funds and will terminate generally once theliegiple Fund is dissolved, wound up and
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terminated, unless otherwise amended during tkeolifa Fund, with the consent of Investors,
where required.

Limited partnership interests or units in the Fumase not registered under the U.S. Securities
Act of 1933, as amended (the “Securities Act”), @dhe Funds are not registered under the
Investment Company Act of 1940, as amended (theedtment Company Act”). Accordingly,
interests or units in the Funds were offered and saclusively to investors satisfying the
applicable eligibility and suitability requiremeritsprivate transactions within the United States
or in offshore transactions meeting exemption gatander the Securities Act.

FHIA has been providing investment advisory sewwisiace August 2009. As of the date of this
Brochure, FHIA has regulatory assets under manageai@pproximately $738,000,000.
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Item 5. Feesand Compensation

FHIA has received or will receive compensation frtora Funds based on committed capital of
Investors or on a percentage of capital committgdFBIIA on behalf of a Fund (called or
uncalled) to current investments or contingent gailons of a Fund. Performance
compensation, to the extent earned under the tefmedevant Governing Documents, is paid by
each Fund from the capital account of Investorsatliy to the General Partner in the form of a
“carried interest” in such Fund. The Funds aklsionburse FHIA and its affiliates for certain
fees and expenses incurred by them in organizieh &and and carrying out the investment
strategy of a Fund. The Funds may have separassad interests or units which are subject to
different management fee rates. Details concersungh terms are set forth in each Funds’
Governing Documents.

Management Fee

As noted above, FHIA typically receives a managdnfes from each Fund based upon
committed or invested capital of Investors in s&cimd. The management fee collected on this
basis from each Fund ranges from 1.0% to 2.0% meura (the “Management Fee Percentage”)
of such capital values and is payable quarterhanrears. Specifically, the management fee
charged to each Fund with respect to its Investeils equal in the aggregate (i) the
Management Fee Percentage per annum of each Ingestpital commitment during the
Fund’s investment period (i.e., the period of tiem@ending from the first closing of the Fund
through a fixed date after the final closing of lstand); and (ii) after the investment period,
the Management Fee Percentage per annum of the namufu drawn and undrawn
commitments of the Funds with respect to investm@itthe Fund that remain outstanding
or stand as contingent obligations of the Fund, tipli#gd by such Investor's aggregate
percentage interest in the Funds’ underlying ptidfmvestments. Management fees may be
paid from capital contributions of Investors, th®rereducing an Investor's unpaid capital
commitment, or from investment proceeds.

Management fees will be reduced dollar for ddilprOther Fees (hereinafter defined) received
by FHIA and its affiliates in connection with therkes portfolio investments or unconsummated
transactions. “Other Fees” mean any fees earneldHij or its affiliates in connection with
portfolio investments structured by FHIA or itsibidites, including break-up and topping fees,
monitoring and directors’ fees, set-up fees, inmestt banking fees, closing and transaction fees
and other similar fees. FHIA reserves the rightviove or reduce management fees for certain
Investors, including employees, a limited numbestoftegic partners, advisers, consultants and
others as may be determined in the discretion efMlanaging Members in consultation with
MC Asset.

Although certain Investors in certain of the Fuhdse agreed to an extension of the investment
period for such Fund with respect to such Investodpital commitment, the Funds are assessed
management fees at this time only on the basiswadsted and/or committed capital of the
Funds.

Page 6



Form ADV Part 2A Brochure | Fort Hill Investment Advisors, L.P. Mar ch 30, 2012

Management fees are used in part by FHIA to congiensales consultants and placement
agents who placed interests or units with InvestofsHIA also compensates an offshore
registered adviser to an Investor who monitordnlrestor’s investment in a Fund.

Performance Compensation

Distributions of investment proceeds of the Funds rmade from each Fund in the following
order: Investors will first receive an amount equeatheir total capital contributions to the Fund
plus a ‘hurdle rate’ (which is typically a rate edjio 5% to 8%, compounded annually on the
cumulative distributions made on Investor's capttahtributions) to ensure that a minimum
level of return is paid to Investors prior to penfance compensation being paid to the General
Partner. Once the hurdle rate is achieved, the $afldcate cash flows to the General Partner
disproportionately, typically 80% to the generaftpar and 20% to Investors, in the form of a
General Partner “Catch Up”, until the General Rartmas received the percentage interest in the
overall profits of the Fund to which it is contraally entitled under the Governing Documents.
The percentage is typically 15% to 17.5% of the sdirfA) the aggregate amounts distributed to
Investors as described above and (B) the amoutrtbdited to the General Partner pursuant to
the Catch Up provisions. Thereafter, from 82.598%80 of the profit distributions are allocated
to Investors and the remainder are allocated tdGbeeral Partner. As with the Management
fees, FHIA reserves the right to waive or reduce tBGeneral Partner's performance
compensation for certain Investors, including emieés, a limited number of strategic partners,
advisors, consultants and others as may be detedmat the discretion of the Managing
Members in consultation with MC Asset.

Other Expenses

In addition to the fees described above, the Fanelsesponsible for and do incur other expenses
separate and apart from FHIA’s Management fees p@erdormance compensation. These
expenses typically include, but are not limitedihwvestment-related expenses whether relating
to investments that are consummated or unconsurdniatg, brokerage commissions, due
diligence costs, investment banking fees, souramngfinder's fees (which may include a
management fee component and/or a performance c@nf)p consultants' fees, interest and
fees on short-term credit facilities, custodial sfeeclearing and settlement charges and
investment-related travel and lodging expensesgarch-related expenses, including, without
limitation, news and quotation equipment and sewiclegal expenses; professional fees
(including, without limitation, expenses of consuits, valuation firms and other experts); the
costs and expenses incurred in connection with iaggbtedness of the Funds and their
subsidiaries, including, without limitation, the st® of establishing such indebtedness; costs
relating to swaps (and similar agreements) entemtéd by the Funds; auditing and tax
compliance expenses; accounting expenses; markiat casts;, costs of any third-party
administrators; costs of printing and mailing répoand notices; organizational expenses;
liability insurance and related insurance; indemsatfon expenses; corporate licensing fees and
other professional fees; bank service fees; wittihgland transfer fees; trademarks; entity-level
taxes; other expenses related to the purchasetonagi sale, settlement, custody or transmittal
of Funds’ assets; loan administration costs; extiaary expenses and other expenses related to
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the Funds. One Fund also pays a service fee to ME&etAfor the provision of separately
managed account transparency and risk reportingcssrand a separate Fund has retained
(together with related master funds) and compeasataunaffiliated Manager to perform certain
services for the Fund and related master fundshdrcase of those Funds which are organized
in a master-feeder structure, the feeder funds bgano-rata share of the expenses associated
with the related master fund(s).

Side Letters

In addition, without notice to other Investors, thends have and may enter into “side letter”
agreements with certain Investors, including Ineestaffiliated with FHIA. These side letter
agreements may grant certain Investors, among dthiegs, greater transparency through
additional rights to reports and/or other inforroati an excuse from certain prohibited
investments, certain arrangements with respect nt&ind distributions, fee waivers or
adjustments and fee sharing privileges. As a refusuch agreements, certain Investors may
receive information not generally available to otherestors.

A complete description of the fees charged to theds is set forth in each Funds’ Governing
Documents. Investors should review all fees chaatgeFHIA, advisory subsidiaries, affiliates,
and others to fully understand the total amouriee$ to be paid by the Funds.
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Item 6. Performance-Based Compensation and Side-by-Side M anagement

Generally, FHIA manages the Funds substantiallyaoside-by-side basis, subject to certain
variations in the investment strategy or investmtechniques as set forth in the Governing
Documents for each Fund.

The Funds pay performance compensation to the @eRartner in the manner described in
Item 5. FHIA does not manage any Funds that dgagtperformance compensation, although
compensation rates and calculations may vary ankamgls. Performance compensation may
create an incentive for FHIA to make investments #re riskier or more speculative than would
be the case in the absence of such performancpermation; however, as previously stated,
since FHIA collects performance compensation frdhofathe Funds, FHIA and the General
Partner do not face certain conflicts of intetbst may arise when an investment adviser (or its
affiliate) accepts performance compensation fromage funds or accounts but not from other
funds or accounts.
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Item 7. Typesof Clients

The Funds are organized as limited partnershipsitdd companies or trusts. Investment
management services are provided by FHIA directlgach Fund and not to its Investors. Each
Fund is a private investment vehicle which is registered under Federal securities laws and
typically utilizes sophisticated investment stragésgand proprietary investment research. We
required all U.S. persons investing in the Funddéo“accredited investors” (as defined in
Regulation D of the Securities Act, as amended) ‘guélified purchasers” (as defined in the
Investment Company Act of 1940, as amended). W akquired Investors to make
representations indicating that they are acquitigr interests for their own account, that they
have received access to all information that thesnd relevant to evaluate the merits and risks of
the prospective investment, and that they haveathibty to bear the economic risk of an
investment in a private fund. Details concernipgleable investor suitability requirements are
included in the Governing Documents, including suipsion agreements for each Fund, which
were furnished to all Investors.

We required that Investors meet certain minimuntighinvestment thresholds for the Funds,
however, FHIA or the General Partner were entittedccept subscription amounts below such
minimum. The General Partner, through the Manadfegnbers, was generally free to reject
subscriptions for any or no reason without thegdilon to disclose the basis for rejection. The
Funds are closed end funds and are no longer dfénterests or units. Accordingly, no new
Investors will be admitted to a Fund except throaginansfer from or substitution of a current
Investor to the extent approved by the Generaheart
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Item 8. Methods of Analysis, | nvestment Strategies and Risk of L oss

Methods of Analysis

The strategy deployed by FHIA (the “FHIA Strategyfivolves portfolio construction which
may take the form of interests commonly referredgsecurities and other financial instruments
of United States and foreign entities, including bot limited to: partnership interests and
similar financial instruments; bonds, notes, bitlepentures (whether subordinated, convertible
or otherwise); loans (either originated by the Fyrah affiliate of the Funds or by any third
party, whether directly or through participations sub-participations) including without
limitation bridge loans (funded or unfunded); aaatsuand notes receivable and payable held by
trade or other creditors; trade acceptances; adntad other claims; executory contracts;
participations therein; mutual funds; money mafkeids; obligations of the United States, any
state thereof, foreign governments and instrumidielof any of them; commercial paper;
certificates of deposit; bankers’ acceptancest teceipts; any type of financial claim; and other
obligations and instruments or evidences of ind#i#es of whatever kind or nature of any
person, corporation, government or entity whatsgevbether or not publicly traded or readily
marketable.

The Managing Members take an active role in dingctll portfolio investments made by the
Funds. The general investment approach is to perino-depth fundamental analysis and due
diligence in order to determine profitable investmepportunities within a given industry or
market sector. The due diligence process willrofteclude either extensive direct discussions
with an issuer's management team or an in-depthewewof the situation with the lead
administrative agent on a particular investmerftr@ncing.

Depending on the situation, the due diligence m®aray include, but not be limited to, the
following:

Asset Valuation Analysis

Enterprise Valuation Analysis

Market Position Analysis

Financial Statement Analysis

Capital Structure Analysis

VvV V V V V V

Legal & Tax Analysis

Investment Strategies

The specific strategy and corresponding methodalyais for each of the Funds FHIA manages
will be specified in the Governing Documents foFand. Generally, the investment objective
involves FHIA managing the Funds with a focus owestments in debtor-in-possession
financings to debtors in Chapter 11 bankruptcy PDFinancings”) and/or event-driven

purchases in the secondary market of distressadrssgcured bank debt in anticipation of an
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imminent and highly probable bankruptcy financint@ré-Petition Financings”). Certain
portfolios may also invest in financing for compasmiemerging from bankruptcy pursuant to a
court approved plan of reorganization (“Exit Fingugs”).

The Funds’ investment strategies revolve aroundseipdined credit research process and are
based on the belief that a thorough top-to-bottolenstanding of a company and its industry is
essential to generating positive absolute returiifie Funds’ portfolio managers and other
investment personnel employed by FHIA will applgithexperience in analyzing and assessing
a company’s valuation, capital structure (includiexperience in capital structure arbitrage),
financial performance and underlying industry dyi@n The General Partner or FHIA will at
times contract outside consultants, attorneys, wademts, advisors, appraisers and other
valuation experts to supplement the work of FHI&Ndouse investment team. The Funds may
engage in any investment strategy, including sgiagenot described herein, that FHIA considers
appropriate to achieve the Funds’ investment olvect

Associated Risks

There can be no assurance that the investmenttiwijexf the Funds will be achieved. An

investment in the Funds involves a high degreesid including the risk of loss of the entire

amount invested. Investments in illiquid investiseand the use of leverage and derivative
instruments may create special risks and subsligntrecrease the impact of adverse price
movements on the Funds’ portfolios. The perforneacempensation paid from the Funds, as
described above in Sections 5 and 6, may creaiacamtive for FHIA to cause the Funds to

make investments that are riskier than those thidd Fvould otherwise direct in the absence of
such compensation. Moreover, an investment irtivels provides no or limited liquidity since

interests are not freely transferable and Investav® no withdrawal rights.

The following is a brief overview of certain riskelated to the specific investments and
investment strategies currently utilized in purguithe investment strategy for the Funds;
however, it is not intended to serve as an exhaudist or a comprehensive description of all
risks and conflicts that may arise in connectiothvlie management and operation of the Funds.
Investors should refer to the Governing Documeritshe Funds for a more comprehensive
discussion of the risks involved in an investmarguch Funds.

1. Distressed Securities

The Funds may invest directly or indirectly in "twlinvestment grade" loans and obligations of
issuers in weak financial condition, experiencingpoperating results, having substantial capital
needs or negative net worth, facing special coriyetior product obsolescence problems,
including companies involved in bankruptcy or othaprganization and liquidation proceedings.
These investments are likely to be particularliyriswvestments, although they also may offer the
potential for correspondingly high returns. Amaheg risks inherent in investments in troubled
entities is the fact that it frequently may beidiift to obtain information as to the true conditiof

such issuers. Such investments may also be atvaféected by laws relating to, among other
things, fraudulent transfers and other voidablesiers or payments, lender liability and the
bankruptcy court's power to disallow, reduce, sdibate or disenfranchise particular claims.

Page 12



Form ADV Part 2A Brochure | Fort Hill Investment Advisors, L.P. Mar ch 30, 2012

Such companies' securities may be considered spiweyland the ability of such companies to
pay their debts on schedule could be affected bgrad interest rate movements, changes in the
general economic climate, economic factors affgctia particular industry or specific
developments within such companies. In additibard is no minimum credit standard that is a
prerequisite to the Funds’ investment in any imsnt, and a significant portion of the obligations
and securities in which the Funds invest may betlesn investment grade. The level of analytical
sophistication, both financial and legal, necesstny successful investment in companies
experiencing significant business and financididifties is unusually high. There is no assurance
that we will correctly evaluate the value of theets underlying the Fund’s investments or the
prospects for a successful reorganization or sinaitdion. In any reorganization or liquidation
proceeding relating to a company in which the Fumi®st, the Funds may lose its entire
investment, may be required to accept cash or isiesuwvith a value less than the Funds’ original
investment and/or may be required to accept paymeantan extended period of time. Under such
circumstances, the returns generated from the Fundsstments may not compensate the
Investors adequately for the risks assumed.

In liquidation (both in and out of bankruptcy) aather forms of corporate reorganization, there
exists the risk that the reorganization either Wwél unsuccessful (due to, for example, failure to
obtain requisite approvals), will be delayed (forample, until various liabilities, actual or
contingent, have been satisfied) or will resuldidistribution of cash or a new security the valtie
which will be less than the purchase price to tbeds of the security in respect to which such
distribution was made.

In certain transactions, the Funds may not be '&&Uggainst market fluctuations or, in
liquidation situations, valuations of holdings magt accurately reflect the value of the assets of
the company being liquidated. This can resultassés, even if the proposed transaction is
consummated.

2. Developments in the Credit Market

Declines in the market value of asset-backed laaassecurities, especially securities backed by
subprime mortgages, have been concomitant withfisignt market events. Increasing credit and
valuation problems in the subprime mortgage mati@te generated extreme volatility and
illiquidity in the markets for securities directty indirectly exposed to subprime mortgage loans.
This volatility and illiquidity has extended to tigobal credit and equity markets generally, and, i
particular, to the high-yield bond and loan marketsacerbated by, among other things, growing
uncertainty regarding the extent of the problemghie mortgage industry and the degree of
exposure of financial institutions and others, dased risk tolerance by investors and significantly
tightened availability of credit. The duration aotfimate effect of current market conditions
cannot be predicted, nor is it known whether ordbgree to which such conditions may worsen.
However, the continuation of current market coodii, uncertainty or further deterioration could
result in further declines in the market valuegofential Funds’ investments or declines in the
market values of subsequently purchased Funds'siments. Such declines could lead to
diminished investment opportunities for the Funmsyent the Funds from successfully executing
its investment strategies or require the Fundssjpode of investments at a loss while such adverse
market conditions prevail.
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3. Risks Associated with Bankruptcy Cases

Many of the events within a bankruptcy case aresesdvial and often beyond the control of the
creditors. While creditors generally are afforgedopportunity to object to significant actions,
there can be no assurance that a bankruptcy camrtdwnot approve actions which may be
contrary to the interests of the Funds.

Generally, the duration of a bankruptcy case cdy lom roughly estimated. The reorganization of
a company usually involves the development and tretgm of a plan of reorganization, plan
approval by creditors and confirmation by the bapkry court. This process can involve
substantial legal, professional and administrativets to the company and the Funds; it is subject
to unpredictable and lengthy delays; and duringpitoeess the company's competitive position
may erode, key management may depart and the cgmuannot be able to invest adequately.

U.S. bankruptcy law permits the classification sdilistantially similar” claims in determining the

classification of claims in a reorganization forrpoase of voting on a plan of reorganization.

Because the standard for classification is vaguenet exists a significant risk that the Funds’
influence with respect to a class of securities lsariost by the inflation of the number and the
amount of claims in, or other gerrymandering oé, ¢fass. In addition, certain administrative costs
and claims that have priority by law over the claiaf certain creditors (for example, claims for
taxes) may be quite high.

Furthermore, there are instances where creditatequity holders lose their ranking and priority
as such when they take over management and fuattg@erating control of a debtor. In those
cases where the Funds, by virtue of such actienfoamd to exercise "domination and control" of
a debtor, the Funds may lose its priority if thdtde can demonstrate that its business was
adversely impacted or other creditors and equitgidrse were harmed by the Funds.

FHIA or an affiliate, on behalf of the Funds, mdgct to serve on creditors’ committees (in an
official or unofficial capacity), equity holderdmmittees or other groups to ensure preservation or
enhancement of the Funds’ position as a creditoequity holder. A member of any such
committee or group may owe certain obligations gahgeto all parties similarly situated that the
committee represents. If FHIA or an affiliate cligles that its obligations owed to the other
parties as a committee or group member conflich w# duties owed to the Funds, it will resign
from that committee or group, and the Funds mayealize the benefits, if any, of participation
on the committee or group. In addition, if the &sirare represented on a committee or group, it
may be restricted or prohibited under applicable from disposing of or increasing its
investments in such company while it continuesdeodpresented on such committee or group.

The Funds may purchase creditor claims subseqaghetcommencement of a bankruptcy case.
Under judicial decisions, it is possible that sychichase may be disallowed by the bankruptcy
court if the court determines that the purchaserthken unfair advantage of an unsophisticated
seller, which may result in the rescission of ttasaction (presumably at the original purchase
price) or forfeiture by the purchaser.
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4. Debtor-in-Possession ("DIP") Loans

The Funds will directly or indirectly invest in @xtend loans to companies that have filed for
protection under Chapter 11 of the United StateskBgtcy Code. These debtor-in-possession or
"DIP" loans are most often working-capital facdgi put into place at the outset of a Chapter 11
case to provide the debtor with both immediate @ashthe ongoing working capital that will be
required during the reorganization process. Wéiieh loans are generally less risky than many
other types of loans as a result of their seniontthe debtor's capital structure and because thei
terms have been approved by a federal bankruptayt coder, it is possible that the debtor's
reorganization efforts may fail and the proceedshef ensuing liquidation of the DIP lender's
collateral might be insufficient to repay in futiet DIP loan.

5. Bank Loans

The Funds’ investment program includes direct dir@ct investments in significant amounts of
DIP, Pre-Petition and Exit Financings and/or pgréitions therein. These obligations are subject
to unique risks, including, without limitation: ) (the possible invalidation of an investment
transaction as a fraudulent conveyance under m#leraditors' rights laws; (ii) so-called lender-
liability claims by the issuer of the obligatior{8i) environmental liabilities that may arise with
respect to collateral securing the obligations; éwyllimitations on the ability of the Funds to
directly enforce its rights with respect to papations. Although FHIA will invest in certain
senior secured Pre-petition Financing only whdyelteves the probability of the company filing
for Chapter 11 in the short term is high, theredsassurance that each such company will do so.
In analyzing each DIP, Pre-petition or Exit Finangcor participation, FHIA compares the relative
significance of the risks against the expected fitlsra@ the investment. Successful claims by third
parties arising from these and other risks wilbbene by the Funds.

6. Equitable Subordination

Under common law principles that in some cases fitienbasis for lender liability claims, if a
lender (a) intentionally takes an action that ressul the undercapitalization of a borrower or
issuer to the detriment of other creditors of sichirower or issuer, (b) engages in other
inequitable conduct to the detriment of such otlreditors, or (c) engages in fraud with respect
to, or makes misrepresentations to, such othertoreda court may elect to subordinate the
claim of the offending lender or bondholder to t@laims of the disadvantaged creditor or
creditors (a remedy called "equitable subordindjionThe Funds do not intend to engage in
conduct that would form the basis for a successéuise of action based upon the equitable
subordination doctrine; however, because of thareatf the debt obligations, the Funds may be
subject to claims from creditors of an obligor tHabt obligations of such obligor which are held
by the issuer should be equitably subordinated.

7. Vulnerability to Interest Rate Changes

Because the value of real estate and certain essa&ts often decline when interest rates rise, the
value of some of the collateral underlying the ficiags in which the Funds invest may decline
at the same time as the investment declines. Tdrereising interest rates could substantially
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reduce the value of the Funds’ investments antloe the Funds would receive if it tried to
dispose of them.

8. Litigation

Some of FHIA’s investment tactics will involve gation. The Funds will likely be a party to
lawsuits either initiated by it, by a company thas issued portfolio investments or by U.S. state
and/or federal governmental bodies. There candassurance that any such litigation, once
begun, would be resolved in favor of the Funds.y Aoch litigation could be prolonged and
expensive. In addition, it is by no means unugoalparticipants in reorganizations to use the
threat of, as well as actual, litigation as a negog technique. During the term of the Funds,
FHIA and/or its affiliates, including the Funds, yrlae named as defendants in civil proceedings.
The expense of defending against claims by thimdiggaand paying any amounts pursuant to
settlements or judgments would generally be bognéhe Funds and would reduce net assets or
potentially require Investors to return to the Faddtributed capital and earnings.

9. Fraud

Of paramount concern in investments in loans ispibesibility of material misrepresentation or
omission on the part of the borrower. Such inaacyor incompleteness may adversely affect the
valuation of the collateral underlying the loansway adversely affect the ability of the Funds to
perfect or effectuate a lien on the collateral saguthe loan. The Funds will rely upon the
accuracy and completeness of representations nmyadertowers to the extent reasonable when it
makes its investments, but cannot guarantee suchiramy or completeness. Under certain
circumstances, payments to the Funds may be resdainany such payment or distribution is later
determined to have been a fraudulent conveyanaguaferential payment.

10. Non-Performing Nature of Debt

It is anticipated that certain debt instrumentsrawdly purchased by FHIA for the Funds will be
non-performing and possibly in default. Furthereyghe obligor or relevant guarantor may also
be in bankruptcy or liquidation. There can be ssuaance as to the amount and timing of
payments, if any, with respect to the loans.

11. Secured Loans

All loans held indirectly by the Funds will be seed. While secured loans originated or
purchased indirectly by the Funds will generallystreictured to be fully-collateralized, the Funds
may be exposed to losses resulting from default fanetlosure. Therefore, the value of the
underlying collateral, the creditworthiness of th@rower and the priority of the lien are each of
great importance. The Funds cannot guarantee tequady of the protection of the Funds’
interests, including the validity or enforceabildf/the loan and the maintenance of the anticipated
priority and perfection of the applicable securitterests. Furthermore, the Funds cannot assure
that claims may not be asserted that might intenfgth enforcement of the Funds’ rights. In the
event of a foreclosure, the Funds may assume dingoership of the underlying asset. The
liquidation proceeds upon sale of such asset maysaisfy the entire outstanding balance of
principal and interest on the loan, resulting loss to the Funds. Any costs or delays involved in
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the effectuation of a foreclosure of the loan digaidation of the underlying property will further
reduce the proceeds and thus increase the loss.

12. Lower Credit Quality Loans

There are no restrictions on the credit qualityhefloans that may be held in the Funds’ portfolio.
Loans arranged or purchased indirectly by the Fumdy be deemed to have substantial
vulnerability to default in payment of interest &dprincipal. Certain of the loans which the
Funds may indirectly acquire have large uncer@sntor major risk exposures to adverse
conditions, and may be considered to be predominapéculative. Generally, such loans offer a
higher return potential than higher quality lodmst involve greater volatility of price and greater
risk of loss of income and principal. The markalues of certain of these loans also tend to be
more sensitive to changes in economic conditioas better quality loans.

13. llliquid Investments/llliquid Structure

The Funds may indirectly invest in bank debt, whiglsubject to legal or other restrictions on
transfer or for which no liquid market exists. Tinarket prices, if any, for such investments tend
to be volatile and may not be readily ascertainadnhel the Funds may not be able to sell them
when it desires to do so or to realize what it ees to be their fair value in the event of a.sale
The sale of restricted and illiquid investmentsenftrequires more time and results in higher
brokerage charges or dealer discounts and othargsekpenses than does the sale of securities
eligible for trading on national securities exchem@r investment traded in the over-the-counter
markets. The Funds may not be able to readilyodisf such illiquid investments and, in some
cases, may be contractually prohibited from disppsif such investments for a specified period of
time. Restricted securities may sell at a pricgelothan similar securities that are not subject to
restrictions on resale.

As a result of these factors, the Funds have begaotwed in such a way that Investors do not
have the right to redeem from the Funds (unlessraike determined by FHIA) but will instead
recoup their investment by way of distributions o life of the Funds. The Funds will run for a
fixed term of two years from the end of the investinperiod, subject to the discretion of FHIA to
extend the term for a further year or to shortenténm in certain circumstances.

An investment in the Funds is suitable only fortaer sophisticated investors who do not require
liquidity for their investments for a period of yea

14.Valuation

Investments which FHIA or its affiliates believedundamentally undervalued or overvalued may
not ultimately be valued in the capital marketspates and/or within the time frame they
anticipate. In particular, purchasing investmextgrices which FHIA or its affiliates believe te b
distressed or below fair value is no guaranteettf@price of such securities will not decline even
further. Any such valuations will generally be danted in accordance with the International
Financial Reporting Standards.
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15. Uncertain Exit Strateqgies

Due to the illiquid nature of many of the positiamsich the Funds are expected to acquire, as well
as the uncertainties of the reorganization and/@ctianagement process, FHIA and its affiliates
are unable to predict with confidence what the siategy will ultimately be for any given core
position, or that one will definitely be availabl&xit strategies which appear to be viable when an
investment is initiated may be precluded by theetiime investment is ready to be realized due to
economic, legal, political or other factors.

16. Dependence on Key Individuals

Investors have no authority to make decisions dralb®f the Funds. The success of the Funds
depends upon the ability of the Managing Managers @her key employees to develop and

implement investment strategies that achieve thm&unvestment objective. If the Funds were

to lose the services of the Managing Managersctimsequence to the Funds could be material
and adverse and could lead to the premature tetioinaf the Funds.

17. Absence of Requlatory Oversight

While the Funds may be considered similar to asteggd investment company, it is not required
and does not intend to register as such under titedJStates Investment Company Act of 1940,
as amended (the “1940 Act”). Accordingly, the psans of the 1940 Act (which require, among
other things, investment companies to have a ntgjofidisinterested directors, that securities be
held in custody and individually segregated from $lecurities of any other person and marked to
clearly identify such securities as the propertgwth investment company) are not applicable to
Investors in the Funds.

18. Portfolio Concentration

During the initial stages of the investment peraddhe Funds, the General Partner may acquire
portfolio positions in quantities based on the @péited Funds’ assets under management in the
future. Consequently, the Funds may hold more eatnated positions than it otherwise would if
and when the Funds reach their target level oftassaler management and the Funds’ returns
may be magnified upwards or downwards accordingly.

19. Carried Interest

The carried interest made to the General Partnemv@stment gains may create an incentive for
the General Partner to cause the Funds to maketmeats that are riskier or more speculative
than would be the case if such allocation weramade.

20. Reinvestment

During the investment period of the Funds, procdedieether in cash or in-kind) from wholly or
partially realized investments may be reinvestedistributed and recalled, at the election of the
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General Partner. Accordingly, such retained ocalled amounts will remain subject to investment
and other risks of the Funds.

21. Failure to Make Capital Contributions

If an Investor fails to pay when due installmentst® capital commitment to a Fund, and the
capital contributions made by non-defaulting Ineestand borrowings by the Funds are
inadequate to cover the defaulted capital conibbutthe Funds may be unable to pay their
obligations when due. As a result, the Funds neagubjected to significant penalties that could
materially adversely affect the returns to the stoes (including non-defaulting Investors). If an
Investor defaults, it may be subject to variouseei®s as provided in a Fund’s limited partnership
agreement, including without limitation, reductionsts capital account balance.

22.Business and Requlatory Risks of Alternative Innesit Funds

Legal, tax and regulatory developments that mayeesdly affect the Funds could occur during
the term of the Funds. Securities and futures etarlare subject to comprehensive statutes,
regulations and margin requirements enforced bySIB€, other regulators and self regulatory
organizations and exchanges authorized to takea@xkinary actions in the event of market
emergencies. The regulatory environment for peviainds is evolving, and changes in the
regulation of private funds and their trading aitid¢ may adversely affect the ability of the
Funds to pursue its investment strategy, its gltititobtain leverage and financing and the value
of investments held by the Funds. There has bedancaease in governmental, as well as self
regulatory, scrutiny of the alternative investmérdustry in general. For instance, the SEC
issued an emergency order in September 2008 tenlgodoanning short-selling of publicly
traded securities of certain financial firms andjuieng institutional investment managers,
including alternative investment fund managerdjléoa report each week disclosing their short
selling and short positions in most U.S.-listediggsecurities for each day of the prior week.
On or about the same time, other jurisdictions.{dJmited Kingdom, Australia, and Ireland)
enacted emergency regulations, imposing similanleggns to those enacted by the SEC. It is
impossible to predict what, if any, changes in tagons may occur, but any regulations which
restrict the ability of the Funds to trade in s&ges or the ability of the Funds to employ, or
brokers and other counterparties to extend, credits trading (as well as other regulatory
changes that result) could have a material advergact on the Funds’ portfolio.

23.Increased Regulatory Oversight

The financial services industry generally, anddbgvities of hedge funds and their managers in
particular, have been subject to intense and isgrgaregulatory scrutiny. Such scrutiny may
increase the Funds and/or FHIA's exposure to patdrabilities and to legal, compliance and

other related costs. Increased regulatory oversigh also impose administrative burdens on
FHIA, including, without limitation, responding tovestigations and implementing new policies
and procedures. Such burdens may divert FHIA's tiattention and resources from portfolio

management activities.

In addition, it is anticipated that, in the norntalurse of business, FHIA’s officers will have
contact with governmental authorities, and/or bbjextted to responding to questionnaires or
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examinations. For example, this is typical in ceetion with the examination of a registered
investment adviser.

24.In-Kind Distributions

The Funds expect to distribute cash to Investbiewever, in certain instances as described in the
each Funds’ limited partnership agreements, thel$-gan distribute assets in-kind. Under those
circumstances, an Investor may receive in-kindidigions from the Funds. The investments so
distributed may not be readily marketable or salawd may have to be held by such Investor for
an indefinite period of time. The Funds may malk&ridbutions in-kind, including without
limitation, due to the winding up of the Funds. dartain circumstances, the Funds may
implement a structure (such as a liquidating trusta special purpose vehicle) that would
equitably apportion ownership of illiquid instrumerheld by the Funds among partners, and
distribute interests to the partners in such ligtirdy trust or special purpose vehicle in-kind.

25. Investment in Other Ventures

The Funds may pursue certain of its strategiesmsiing in ventures such as syndicates or "club”
deals that are not controlled by MC Asset or ifgiates. As a result, the Funds will have to bear
the expenses, management fees and performance-basgoensation associated with such

investments. The combination of the managementifekperformance compensation with the

expenses, fees and performance-based compensalabing to such investments may result in

higher expenses for Investors than are associatecd@mparable investment entities.

26. General Economic and Market Conditions, Includif&2009

The success of the Funds’ activities will be atfedcby general economic and market conditions,
such as interest rates, availability of creditddreefaults, inflation rates, economic uncertajinty
changes in laws (including laws relating to taxataf the Funds’ investments), trade barriers,
currency exchange controls, and national and iatenmal political circumstances (including wars,
terrorist acts or security operations). Theseofaanay affect the level and volatility of pricexla
the liquidity of the Funds’ Portfolio Investment¥olatility or illiquidity could impair the Funds’
profitability or result in losses other than witspect to Funds’ Portfolio Investments that ard hel
through maturity or refinancing. The Funds maynteaan substantial trading positions that can be
adversely affected by the level of volatility iretfinancial markets — the larger the positions, the
greater the potential for loss.

27.Current Market Conditions and Governmental Actions

In September and October 2008, world financial msrkexperienced extraordinary market
conditions, including, among other things, extrdosses and volatility in securities markets and
the failure of credit markets to function. In reac to these events, regulators in the U.S. and
several other countries undertook unprecedentagdlategy actions and continue to consider and
implement other measures to stabilize U.S. andagiaiancial markets.

The General Partner believes that the Funds maydberially adversely affected by the foregoing
events, or by similar or other events in the futufgere may be significant new regulations that
could limit the Funds’ activities and investmenpopunities or change the functioning of capital
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markets, and there is the possibility of a sevesddwide economic downturn. Consequently, the
Funds may not be capable of, or successful atepvieg the value of its assets, generating positive
investment returns or effectively managing itssisk

28.U.S. Withholding on Certain 10 Percent Owners

To the extent an Investor is treated as a 10% owharmaster fund in the Funds’ structure as a
result of its pro rata interest of such a mastadfheld through the Funds, any interest allocable
to such Investor on debt issued by the master faritdbe Funds would generally be subject to a
30% withholding tax unless reduced by an applicat@daty. For this purpose, a 10% owner is
any person who owns 10% or more directly or throagtass-thru entity of the total combined

voting power of all classes of stock of a compauch as a master fund) entitled to vote.
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Item 9: Disciplinary Information

FHIA and its management persons have not beenviesiah any legal or disciplinary events in
the past ten years that would be material to aestor's evaluation of FHIA’s advisory business
or the integrity of FHIA or its management persons.
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Item 10: Other Financial Industry Activities and Affiliations

The Funds managed by FHIA are private investmeitticles and in most instances are
controlled by the General Partner, which entity veatablished as a special purpose general
partner entity for the Funds organized as limitadnerships. In other instances, the Funds are
controlled by a manager or a board of directors thedGeneral Partner participates directly or
indirectly in such funds through an equity or cadrinterest. While the General Partner is not
separately registered as an investment adviserth&ISEC, as a special purpose vehicle of the
overlapping members of FHIA and the General Partéactivities of the General Partner are
subject to the Investment Advisers Act of 1940aaended (the “Advisers Act”), and the rules
thereunder. The General Partner is also subjeeixémination by the SEC. The Managing
Members are responsible for all supervision andtrobrof the activities, operations and
personnel of FHIA and the General Partner; howeher General Partner employs no personnel.
Accordingly, the Managing Members, as managing nembf the General Partner are “persons
associated with” FHIA (as defined in Section 20¢(@) of the Advisers Act), although they are
also directly associated as a result of theiriatfdn with FHIA.

Our affiliated investment advisers include MC Asset well as a number of advisory entities
that are subsidiaries of Mitsubishi Corporatiorg thtimate parent of MC Asset. A list of these
affiliated entities is specifically disclosed onhgdule D of Form ADV, Part 1 at Item 7.A. —

Financial Industry Affiliations. (Part 1 of our ForADV can be accessed by following the
directions provided on the Cover Page of this Buoel) Certain individuals within MC Asset

will assume responsibilities on behalf of FHIA ialation to operational support, internal
controls, regulatory compliance and other non-amtyiservices. All individuals must adhere to
a Code of Ethics which is described in Item 11.
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Item 11: Code of Ethics, Participation or Interest in Client Transactions, and
Personal Trading

FHIA is subject to a code of ethics (the “Code”jabished by MC Asset for itself and its
advisory affiliates that utilize and operate frone tMC Asset facilities and platform (the “MC
Asset Group”). The Code imposes on each emplopeesapervised person within the MC
Asset Group a duty to place the interests of thedBwand other clients of the MC Asset Group
first. The Code requires all officers, members anmployees to, among other things, report to
the Chief Compliance Officer of FHIA, any actualpmtential conflict of interest relating to any
assets of the Funds managed by FHIA.

The Code requires every officer, member and empldgach a deemed “Access Person”) to
report quarterly and annually their and their immagzl family members’ (who share the same
household with such Access Person) trading accpsatsirities holdings and transactions to the
Chief Compliance Officer. Each Access Person mus-cfear each trade through the
compliance department of MC Asset. The Code algmsas restrictions and safeguards on the
use of material, non-public information. All Invest may obtain a copy of the Code by
contacting the Chief Compliance Officer at (203) 74800 or by email at
kkobayashi@mcahd.com.

The Managing Members have invested directly astdichpartners in a certain Fund, and senior
executives of MC Asset and other advisory persoroieFHIA have invested directly or
indirectly, through membership interests in the &ahPartner, in the Funds, by agreeing to
commit a certain percentage of assets for investmethrough the grant of profits interests in
the General Partner. Therefore, members, parar@employees, as the case may be, of FHIA
or the General Partner will participate indirectty transactions effected for the Funds we
manage. The foregoing relationships may be dedmatign the interests of such persons with
those of the Funds and their respective Investatsconflicts of interest may also arise from
such relationships. These and any other actugbotential conflicts of interest arising in
connection with the provision of investment managetservices to the Funds are disclosed in
each Fund’s Governing Documents.

Neither FHIA nor its affiliated advisors will purake securities for their own accounts that are
also purchased by FHIA for its Funds. Howeverjliatéd advisors may purchase the same
securities or sell the same securities, or purcbasell different securities of the same issuer on
behalf of their clients that are also purchased-ByA for the Funds. Such affiliates may take
different positions in respect of the same se@asitir issuers on behalf of their clients. They may
also hold securities for longer or shorter periofisme than FHIA will direct for the Funds with
respect to the same securities or issuers. Génetase differences would arise as a result of
different investment objectives for the Funds tfanthe clients of FHIA’s affiliated advisors.
FHIA may also employ investment strategies for Fhends that differ from the investment
strategies employed by its affiliated advisors.
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Item 12: Brokerage Practices; Trade Allocations

We have no obligation to deal with any particulesker-dealer or counterparty in the execution
of investment transactions. However, we do not af#iated broker-dealers to execute
investment transactions for the Funds.

In selecting broker-dealers with whom to place osder purchases and sales of investments on
behalf of the Funds, our primary objective is taani best execution. That is, we seek to obtain
prompt, errorless execution of orders at the mmgdriable prices reasonably obtainable, which is
not necessarily the lowest price available. In doso, we consider a number of factors,
including, without limitation:

» The market where the security trades

* Quality of the overall execution services providgcthe counterparty

* Promptness of execution and settlement

» Creditworthiness and business reputation of thetawparty

* Special execution capabilities, including experirsa particular type of security

* Ability to execute large orders, to commit capithd to minimize trading costs
associated with implementing investment decisions

» Competitive commission rates, mark-ups, mark-doant spreads

» Efficiency of execution of small lots

» Other matters that may impact the quality of sa&asjsuch as the quality of any research
provided

FHIA will generally have full discretionary authtyrito determine, with respect to the Funds and
without obtaining specific Investor consent, theusiies or other investments to be bought or
sold, the amount of securities or of an investnterite bought or sold, the broker-dealer or other
intermediary to be used in effecting the transasti@nd the commission rates, mark-ups/downs
or spread to be paid. In doing so, we will attetopbtain the best execution available, but there
IS no guarantee that this can be obtained for aadnevery transaction. For example, for certain
markets, and trading venues, such as the overetheter market, FHIA may not have the ability
to identify the actual trading costs for the Funde will take multiple factors into account when
evaluating the execution performance of intermeéekann addition to the above factors,
including the adequacy of lines of communicatidrg timeliness of reports of order execution,
the capacity to accommodate unusual trading voluandshe preservation of anonymity, among
other factors. Certain intermediaries may also eseag a source of potential financing
transactions or deal-flow. Because of these cenaithns, the Funds may pay a higher
commission and other transaction costs than woeldhe case if another broker-dealer or
intermediary were selected.

FHIA does not maintain soft dollar arrangementdaiy broker-dealer.
In order to accomplish trades across multiple Furmiders are aggregated (bunched) and

allocated pro-rata to the nearest round lot. Iditaah to considerations of equity, bunching
avoids placing competing positive orders, improveter management, and may, due to a larger
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order size, permit some degree of price improvemgative to a series of individually placed
orders.

FHIA will allocate each trade amongst the tradingndé/s based on a number of criteria,
including, but not limited to, individual investmestrategy of a Fund, available cash and the size
of the trade. FHIA is permitted to cross tradeslofor the purpose of rebalancing Fund trading
accounts so long as such trades are appropriabelyntented and effected for the sole purpose
of achieving pro rata allocations between accoimtthe same investment strategy. All other
cross trades may be executed only with the priattemr approval of the Chief Compliance
Officer of FHIA and must be in the best interedtalbFunds involved. All cross trades shall be
executed through a third-party agent at existingketgprices. None of FHIA nor any affiliate of
FHIA may act as broker or dealer for such transastnor may compensation be assessed. Any
third-party transaction costs shall be divided dguzetween or among the Fund participants

FHIA does not utilize a prime broker for engaging investment and investment-related
transactions on behalf of the Funds.
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Item 13: Review of Accounts

All proposed investments for the account of a Fuaag dispositions thereof, are carefully
reviewed by investment personnel and approved byManaging Members of FHIA. Such
accounts are reviewed on a continuous basis ané pErsonnel meet regularly to discuss
investment ideas, strategy, economic and markeeldpments, industry outlooks, and other
issues related to current portfolio holdings antéptal investment opportunities for the Funds.

A Risk Monitoring and Management Committee at MGdtsprovides independent oversight of
FHIA'’s strategies for achieving the Funds’ invesiinebjective. The Head of Risk at MC Asset
reviews the suite of investment reports generayeBHIA and conducts appropriate stress tests.
Risk assessments are discussed with the Managingokis, in their role as portfolio managers,
as well as with other members of the investmerit sfaFHIA. FHIA risks are discussed at
regular meetings of the Risk Monitoring and ManagethCommittee of MC Asset, whose
members include the Head of Risk, the Head of Qioers the Head of Research, the Head of
Legal, the Chief Compliance Officer and the Headneiestor Relations. The Risk Monitoring
and Management Committee is responsible for revigwie critical exposures and stress test
results for the Funds.

Investors receive the following reports from FHIAan agent of the Funds in accordance with
the terms of the applicable Fund’s Governing Docuistg(1) annual audited financial statements
for each Fund, issued within 120 days after the ehthe Fund's fiscal year; (2) monthly
investor letters with a commentary by the Manadihgmbers, and (3) annual tax information
necessary to complete any applicable tax returm@ddition, Investors in certain Funds receive
written commentary from the Managing Members wheonagital call or trade occurs. All
Investors receive monthly statements from the Fusdiinistrator.
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Item 14: Client Referralsand Other Compensation

FHIA has retained no solicitors to provide cliegterrals to it.

Pursuant to arrangements with certain agents amduttants (“Placement Agents”), FHIA
compensates the Placement Agents in connectionthgtiplacement of interests or units in the
Funds by representatives of such Placement AgéitisA pays each Placement Agent a portion
of FHIA’s management fee received from a Fund wibpect to each Investor whose interests
or units in such Fund were placed by a represewetati such the Placement Agent. The fee is
paid for a fixed term, typically four years, whidgh not co-extensive with the term of the
Investor’'s investment in a Fund. The amount iscuated based upon an agreed-upon
percentage of the management fees (typically 25&hesl by FHIA with respect to such
Investor’s capital commitment to, or invested calpi, the Fund. FHIA or MC Asset may also
pay certain expenses incurred by a Placement Afnservices performed in marketing
interests or units in the Funds, or in performimyesstor relations functions in respect of
Investors placed in a Fund by the Placement Agent.

Page 28



Form ADV Part 2A Brochure | Fort Hill Investment Advisors, L.P. Mar ch 30, 2012

Item 15: Custody

The assets of each Fund are held in accounts lyalified custodian”, as defined under SEC
rules and regulations. However, FHIA and the Galneartner are each deemed to have custody
of the Funds assets because each of FHIA and ther@8dPartner has the authority to obtain the
funds or securities in Fund accounts. Account statds related to each Fund are sent by the
gualified custodians to FHIA.

FHIA is subject to Rule 206(4)-2 under the AdvisAd (the “Custody Rule”). However, it is
not required to comply (or is deemed to have coedplivith certain requirements of the Custody
Rule with respect to each Fund because it compligtssthe provisions of the so-called “Pooled
Vehicle Annual Audit Exception”, which, among othibings, requires that each Fund be subject
to audit at least annually by an independent puddmuntant that is registered with, and subject
to regular inspection by, the Public Company AcdmgnOversight Board, and requires that
each Fund distribute its audited financial stateiiém all Investors with 120 days of the end of
its fiscal year.
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[tem 16: Investment Discretion

In accordance with the terms and conditions of daaid’s Governing Documents, and subject
to any proper direction or control of the Generattier, FHIA generally has full discretionary
authority, without obtaining specific consent froine Funds, to determine the investments to be
bought and sold on behalf of the Funds and to parfor supervise all day-to-day investment
operations on behalf of the Funds.
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Item 17: Voting Client Securities

FHIA specializes in the management of loan por®liprincipally in DIP, Pre-Petition and Exit
Financings. FHIA does not manage equity portfoles the likelihood of a proxy vote with

regard to any security or loan that FHIA may haldhe Funds is remote. From time to time
companies in which FHIA invests may submit certaiatters to a vote of its security holders.
The right to vote is usually available to equityders and not to holders of company debt.

In the event a voting right exists or is exercisalall proxies shall be voted in accordance with
FHIA’s established Proxy Voting Policies and Praged. If a material conflict exists with

respect to a proxy vote, the Managing Members widhvene a meeting with the Chief

Compliance Officer to discuss the nature of theflainand attempt to form a solution that

furthers the best interests of the affected Fund@&lternatively, FHIA may, at its expense,

engage the services of an outside proxy votingicerer consultant who will provide an

independent recommendation. In such instancestiependent determination will be binding
on FHIA.

Investors may obtain a copy of FHIA’s Proxy VotiRglicies and Procedures as well as a record
of proxy votes by contacting the Chief Compliandéd@r at (203) 487-6700 or by writing to us
at the address listed on the cover page of thistine.
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[tem 18: Financial Information

FHIA is not required to include a balance sheeit®most recent fiscal year. However, it is not
aware of any matter reasonably likely to impairatslity to meet contractual commitments to
the Funds, and has not been the subject of a batickrpetition at any time during the past ten
years.
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