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Item 2 - Material Changes

Not applicable. In February 2012, Midway filed igpplication to register as an
investment adviser with the SEC. Accordingly, parst to disclosure rules under the
Advisers Act (as defined below), this is the fiBtochure compiled by Midway to

provide new and prospective investors with cureistlosure of its business practices,
conflicts of interest and background of its adwsqgrersonnel. We encourage all
recipients of this Brochure to read it carefullyitmentirety.

In the future, this Item will identify and discudge material changes since the last annual
update to assist investors and make them awarertdirc information that has changed
since the prior year's Brochure and that may beoitgmt to them.
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Item 4 — Advisory Business

Description of the Firm

The Midway Group, L.P. (“Midway”) is a privately oved limited partnership organized
under the laws of the state of Delaware, with itagpal place of business in New York,
New York. Midway began providing investment adviseervices in May 2001. Robert
Sherak is the majority owner of, and controls, Soaolnvestment Partners, LLC
(“Sonoma”), which wholly owns Midway. Omar Qaisawns 25% of Sonoma, Yong

Cai owns 20% of Sonoma, and Mr. Sherak owns theairgng 55% of the company.

Midway has filed an application to be registeredaasinvestment advisor with the
Securities and Exchange Commission. Midway seaseshe investment manager to
several private investment companies and one mdnageount (the “Managed

Account”). Midway does not participate in wrap f@egrams.

Advisory Services Offered
The Funds

Midway serves as the investment manager or advseseveral private investment
partnerships or companies, each of which is exdropt registration with the Securities
and Exchange Commission (each a “Fund” and togdiieetFunds”). Midway provides
investment management services tailored to thafgpewestment guidelines set forth in
the confidential private placement memoranda oheaicits client Funds. Subject to
these investment guidelines, Midway has a limitedvgr of attorney to act and has
complete discretion and authority to manage cléssets. Midway is authorized to make
all investment decisions, buy and sell securitissue instructions to the clients’
custodians, select broker dealers to execute $esutransactions and vote proxies, if
applicable and make similar decisions, except #sat general matter Midway is not
responsible for filing class action claims and galtg does not pursue or commence
litigation on behalf of its clients. Midway’'s chés, and the underlying investors in
Midway'’s client Funds do not have the ability topiose restrictions on investing in
certain securities or types of securities. Midw#fers and sells interests in the Funds in
private transactions solely to accredited investansl qualified clients and certain
employees of Midway and/or its affiliates.

The Funds are managed to achieve long-term cagpteciation while emphasizing
preservation of capital through investment in fbtedome securities and other related
financial instruments. While the confidential @ig placement memoranda for each of
the Funds gives Midway broad discretion with resgedhe types of securities it may
purchase, Midway will purchase and sell for eadkentl primarily mortgage-related
securities, contract rights and derivatives, ingigdstripped mortgage-backed securities
(“SMBs”) (such as agency and non-agency interedt ¢HOs”), Inverse 10s, Inverse
Floaters and principal only (“POs”) securities), ngage-backed securities (“MBSs”),
collateralized mortgage obligations (“CMOs”), regltate mortgage investment conduits



(“REMICs”), and other derivative instruments. TRends may also invest a portion of
their assets in other types of U.S. and non-U.Sersign debt and other investment-
grade debt instruments and their related currerageasell as lower-grade securities. The
Funds may utilize other securities, options, casstriuments, interest rate swaps,
mortgage servicing rights, futures and other dérrea for hedging purposes. The Funds
use leverage, and trade on margin.

Midway manages a U.S. domiciled and a Cayman Isldodhiciled Fund. Both Midway
Domestic and Midway International (as each Furdkfined immediately below) seek to
attain their investment objectives by investing stabtially all of their assets in a
Cayman Islands based master fund, through a méstder structure. The Cayman
Islands master fund has the same investment olgeatid strategy as each of its feeder
funds.

The Midway Funds are set forth below:

Midway Market Neutral Fund, LLC (“Midway Domestic”)
Midway Market Neutral International Fund, Ltd. (“8Mvay International”)
Midway Market Neutral International Master Fundd L{*Midway Master Fund”)

Midway Domestic and Midway International are colieely referred to in this ADV as
the “Feeder Funds.” Except to the extent prohiblig law, each Fund generally invests
in the same securities. Investment trades arergnallocated among the Funds to
achieve holdings that are proportional to theipeesive net asset values, available cash
and other factors set out below in Iltem 12 of #i3V. As a result of this sharing of
investments, the efforts of the members of Midwag\sestment and trading teams are
focused on one set of investment decisions.

The Managed Account

To the extent appropriate for a large or strategwestor, Midway will establish, a
separately managed account. Midway currently plesinvestment advisory services to
one Managed Account. The advisory services aler¢dl to the investment objectives
and/or restrictions established by the Managed Actowvestor. Fee arrangements and
terms for each Managed Account are individuallyateged. Accordingly a managed
account may be, and the Managed Account is, subjedifferent terms and fees than
those of the Funds. Managed account relationsdm@sgenerally subject to significant
account minimums.

The Managed Account’s investment objective and gjinds are the same as those
applicable to the Funds. Accordingly, while spiedivestments may differ, the types of
financial instruments that may be used are the sasé&ose used by the Funds, as
outlined in the agreement entered into between Midand the Managed Account.



Assets under Management

As of February 1, 2012, Midway managed, on a dignrary basis, client assets totaling
$274,500,000. Midway does not manage client assetsnon-discretionary basis.

Item 5 — Fees and Compensation
Management Fees

Each client pays Midway a management fee thatlmulzded as a percentage of assets
under management by Midway. Management fees fod [Elients are set out in detail in
the confidential private placement memorandum feheof the Feeder Funds. These
fees are payable monthly in arrears based on thahend asset value as of the last
business day of the immediately preceding calenuamth (before taking into account
any withdrawals as of such day). Each underlymgestor in a Feeder Fund pays the
Fund the portion of the fee attributable to thatestor’s holdings in the Fund excluding
any amount held for such investor in a Special idgting Sub-Account (as defined
below). The management fee paid to Midway witlpees to all investments made prior
to March 1, 2005, is equal to 1.5% per year, o2B% per month. The management fee
paid to Midway with respect to all investments maadeor after March 1, 2005, is equal
to 2% per year, or 0.166% per month. While the W&yl Master Fund does not charge
its own management fees, Midway, for administrateavenience, may elect to charge
the management fees associated with the other Fandthe master fund level.
Management fees associated with Designated Invessnias defined in Item 8 below)
are payable upon the disposition of the assetsheririvestors withdrawal from the
applicable Fund.

Managed Account clients generally pay Midway on Hasis of a monthly or other
periodic fee that is computed as a percentage ef lue of the assets under
management. All such fee arrangements are indallignegotiated.

Performance-Based Compensation

At the end of each fiscal year, each Feeder Fummhtchlso makes, to an affiliate of
Midway, a performance-based allocation in compkaneth Rule 205-3 under the
Investment Advisers Act of 1940, as amended. Téréopmance allocation is equal to
20% of the net profits of each Fund and is paidite Midway Group, LLC, an affiliate
of Midway, which serves as the managing member MylWomestic. Midway makes
the performance allocation pro rata from the actaireach underlying Feeder Fund
investor in the amount attributable to that investcholdings in the Fund. The
performance allocation is subject to a high watarkn This means that no performance
allocation is made unless the value of client asdeis increased since the prior
allocation. If the client Fund terminates the Istveent Management Agreement, or an
underlying investor withdraws their assets from Houmd, fees will be allocated on a pro
rata basis. While the Midway Master Fund doesreotive a performance allocation
attributable to assets invested in the Master FuMdgway, for administrative



convenience, may elect to allocate the performafioeation associated with the Feeder
Funds at the Master Fund level. The performanioeation associated with Designated
Investments (as defined in Item 8 below) are pagyabbn the disposition of the assets or
the investors withdrawal from Midway International.

Midway's Managed Account clients generally compémddidway on the basis of a
percentage of the net capital appreciation in thend@ed Account client's portfolio
during a specified period, subject to a loss camyérd provision. All such fee
arrangements are individually negotiated.

Fee Differential

In extremely limited circumstances, certain undedyinvestors in Midway’s client
Funds may pay lower fees or have other unique geraents such as the waiver or
rebate of fees or greater transparency. For examptiway employees may not pay the
management fee and are not subject to the perfaenaliocation. In addition, investors
such as those who are otherwise affiliated withWwég, or who provide large or initial
investments in a Fund, may have specially tailaae@ngements with respect to their
investment in a Fund. These arrangements coulatecngreferences or priorities for
certain investors in the Funds as compared to ottvesstors. Midway may enter into
these arrangements without the consent of, or pewtice to, other Fund investors.
Investors are not entitled to participate in anghsspecial arrangements.

Early Withdrawal and Related Charges

Any capital contribution that is withdrawn from aurkel before the completion of the
investor's commitment period is subject to an eankhdrawal fee, which may be waived
in Midway'’s discretion or the discretion of oneits affiliates, as set out in detail in the
Funds’ confidential private placement memoranda.

The commitment period for investors in the Feedamds is two years. Investors who
withdraw a capital contribution prior to the endtbé two year period will pay an early
withdrawal fee of 3% of the amount withdrawn.

All early withdrawal charges are received as incdoye@ach Feeder Fund, as applicable.
For the purposes of determining the amount of titedrawal, contributions are treated
on a first in first out basis.

Other Fees

All fees paid to Midway are separate from fees teglato brokerage commissions,
transaction fees, software and research expensdi, legal and administrative fees and
other related costs and expenses which may berattbly a Fund. The Funds will also
incur other charges imposed by custodians, brokaand, other third parties, such as
custodial fees, transaction related expenses,fématexes, wire transfer and other fees.



Such charges, fees and commissions are exclusigadfn addition to Midway's fees.
Midway does not receive a portion of these othenmissions, fees and costs.

Managed Account clients will incur comparable bmakge and other transaction costs.
(Please refer to the “Brokerage Practices” sectitem 12) of this Form ADV for
additional information.)

Midway’s investment management agreement with Midweaernational and the Master
Fund generally provides that the Fund will indemrahd not hold Midway and/or its
affiliates liable for certain expenses, losses eladns that may arise in connection with
the performance of its duties (including managen@nthe Fund's investments and
execution of investment trades), provided that spetsons’ conduct has not breached
certain specified standards of conduct, that isréhevant actions cannot have involved
fraud or willful misconduct. The investment managat agreement with each Managed
Account client will include similar language, whishall be individually negotiated.

Billing Method

The Funds’ administrator deducts from the accofigach investor in each Feeder Fund
the monthly management fee. Midway does not pm fiegs because client accounts are
not opened mid-month. The Funds’ administratadtudés from the account of each
investor in each Feeder Fund the annual performalheation, if applicable. Midway
does not rebate any portion of a management fee dnbas been paid. Because
management fees are paid in arrears, there isrsedable circumstance under which a
claim for a rebate of management fees could arise.

Midway does not deduct advisory fees or other egeerdirectly from the Managed
Account (nor does it have the power to do so witliba consent/action of the Managed
Account client). The custodian of the Managed Agttas authorized by the Managed
Account client to pay Midway the monthly managemfeiet based on a monthly invoice
that is submitted to the custodian and the Man@gedunt client simultaneously.

Termination of Advisory Services

The investment management agreement between Midaray each of Midway
International and the Master Fund remains in effedess terminated in accordance with
its provisions, by either of the Funds providingefi(5) days prior written notice or
Midway providing ninety (90) days written notice términation. The termination
provisions of the investment management agreemghteach Managed Account client
are individually negotiated.

Other Compensation

None of Midway’'s employees receives compensationtie sale of securities or other
investment products.



ERISA Clients

Midway is deemed to be a fiduciary to advisorymigethat are employee benefit plans or
individual retirement accounts pursuant to the Eyee Retirement Income and

Securities Act (“ERISA”). Any assets subject to IER that are deemed to be “plan

assets” are subject to specific rules and obligationder ERISA and the Internal

Revenue Code that include among other things,icstrs concerning certain forms of

compensation and the prohibition of certain tratisas. In order to avoid causing assets
of any of the Funds to be deemed “plan assets” Midwestricts the aggregate

investment by benefit plan investors to under 25%he total value of each class of

equity interests in each Fund.

Valuation and Pricing

Unless specifically provided otherwise in a Funzbsfidential private placement
memorandum or in the investment advisory agreemvéghta managed account client,
Midway typically uses available pricing servicessources to determine the market value
of a client’s portfolio.

The liquid portion of the portfolio used for hedgipurposes is typically priced
according to the last available sales price at wisach securities are traded on the
principle exchange. For the less liquid portiortha# portfolio (i.e., inverse 10s, 10s and
POs), Midway makes its best efforts to price thbasé&lings based on the average
valuation or quotes received from two independas@lels and/or recognized securities
pricing services that provide marks for such sé@s;iincluding dealers from which such
securities may have been purchased.

If, in their sole discretion, the portfolio managend risk manager believe the
dealer mark to be unreasonable, Midway will askdbaler to revalue the bond at issue.
If the dealer maintains its original valuation, Mialy will accept the valuation of the
bond as originally issued for it month end evalati If the dealer revises its valuation,
Midway will use the revised value. No one at Migwas the authority to override,
ignore, or discard a dealer mark.

A conflict of interest exists in valuing the clishinvestments because Midway has an
incentive to value the portfolio aggressively i@rto improve performance, attract new
underlying investors to the Funds and/or new mashagpeount clients, and increase the
performance allocations. Midway mitigates this ftioh by relying on independent
dealers for valuations.

Under the terms of its investment management agegsemth Midway, the custodian for

the Managed Account client performs its own vahlmtibut is bound by the same
valuation procedures as described for the Fundsyeab In some instances however,
there may be a deadline to provide and issue finlnto the Managed Account, and all
prices may not have been received or re-valuedhéyealers or pricing services by such



deadline. In such circumstances, the most up te dauation is used and provided to
the custodian of the Managed Account.

Item 6 — Performance-Based Fees and Side-By-Side Magement

All Midway clients are subject to a performancedshsllocation (that is an allocation
based on a share of capital gains on or capitaleafgiion of the assets of the client).
Please refer to the “Performance Allocation” sett{ttem 5) of this Form ADV for
additional information. Midway has no clients wli@ subject to any other type of fee.
As such, the conflict of interest related to manggaccounts that charge performance-
based fees alongside accounts that do not charf@mpance-based fees does not apply
to Midway.

As a result of the performance-based fee, Midway rhave an incentive to make

investments that are riskier or more speculativantit otherwise might make in the

absence of compensation based on the performanite adfents. Midway has policies

and procedures in place related to the allocatibningestments and investment
opportunities. (See Item 12 of this ADV.) If Midw determines that an investment or
trading opportunity is appropriate for more thare ahient, then Midway allocates such
investment or trading opportunity among the clienta manner it determines, exercising
its judgment in good faith, to be fair and equiggbtaking into consideration all

allocations among such clients taken as a wholedwisly is not required to provide

every opportunity to every client.

Item 7 — Types of Clients

Midway offers its investment advisory services tovg@te investment funds that are
exempt from the Investment Company Act of 1940amended and to certain managed
accounts, although it currently has only one Madagecount client. Please refer to
Item 4 of this ADV for a list of such Fund clients.Managed Account clients could
include high net worth individuals and institutibnavestors. Midway’s only current
Managed Account Client is an institutional investor

Investors in the Funds must be sophisticated iovesind are generally:

* high net worth individuals;

* pension and profit sharing plans;

» charitable organizations and/or foundations;

» corporations, partnerships, LLCs or other busiressed
e trusts

In order to qualify for investment in a Feeder Fumdderlying investors in those Funds

must certify that they are “accredited investoratl dqualified clients” (as defined by
law). Underlying investors in the Feeder Fundsdsily must invest a minimum of $1
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million, subject to reduction by Midway. Midway serves the right to reject any
investment in whole or in part.

Midway individually negotiates minimum contributiammounts with managed account
Clients.

Item 8 — Methods of Analysis, Investment Strategieand Risk of Loss

Methods of Analysis

Midway manages the portfolios of the Funds in adaoce with the investment strategy
described in the confidential private placement memdum for each Fund. The
investment guidelines for the Managed Account dtaaé the account is to be managed,
to the fullest extent possible, pari passu with Fo@ds. The investment strategies and
risks set forth below are summaries, and are rtehded to be a complete statement of
the investment strategies and related risks aggéda an investment in the Funds or the
Managed Account. Investors should review the ceteplprivate placement
memorandum for each Fund and/or the Managed Accaunat other governing
documents for a complete statement of the straaegdyrisks related to each Fund and/or
account.

Midway uses the following methods of analysis inrialating investment advice and/or
managing client assets:

Fundamental Analysis: Midway attempts to measure the intrinsic value skaurity by
forecasting economic and housing market conditiowhich are key factors in
determining prepayment speeds of the underlyingda& pools in the security. These
conditions include the overall economy, mortgagéesa homeowners’ ability to
refinance, government policy (current and propasad)l home price trends in different
regions within the United States. Once the premanspeeds are forecasted Midway
estimates the true discounted cash flow value@fttcurity. Fundamental analysis is the
primary foundation of Midway’s research efforts.

Quantitative Analysis: Through the use of models, Midway attempts tojgmtothe
portfolio’s response to various interest rate sgesa In order to do so, Midway
simulates interest rate paths to analyze the $ahsivf the loans to prepayment, given
these interest rate scenarios. Quantitative amsalgsimportant to the formulation of
Midway’s investment strategies.

A risk of using quantitative analysis is that thedels used may be based on assumptions
that may prove to be incorrect.

Risks for all forms of analysis: The securities analysis methods that Midway udelgl

on the assumption that the companies whose sasuhtidway purchases and sells, the
rating agencies that review these securities, aihéropublicly-available sources of

information about these securities are providingueate and unbiased data. While
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Midway is alert to indications that data may beomect, there is always a risk that
Midway'’s analysis may be compromised by inaccuoatmisleading information.

Investment Strategies

The Funds’ investment objective and the investrobjective of the Managed Account is
to achieve long-term capital appreciation while bagzing the preservation of capital
through investment in fixed-income securities arkleo related financial instruments.
The Feeder Funds each seek to attain their investolgective by investing all or
substantially all of their assets in Midway Masikemd, which has the same investment
objective.

Midway uses the following, among other, strategresnanaging each client’'s assets,
consistent with the client’'s investment objectivasd risk tolerance as stated in the
confidential private placement memorandum for e&emd, and/or the investment
management agreement for the Managed Account:

Midway's clients invest primarily in mortgage-reddt securities, contract rights and
derivatives, including mortgage-backed securities)ateralized mortgage obligations
(“CMOs"), real estate mortgage investment cond(iIBREMICs”), stripped mortgage-
backed securities (“SMBs”) (such as agency and agency IOs, inverse 10s and POs
securities) and other derivative instruments. Migiwnay also invest a portion of the
assets of each client portfolio in other types of.Uand non-U.S. sovereign debt and
other investment-grade debt instruments and tled@&ted currencies as well as lower-
grade securities. Midway may utilize other sewesitoptions, cash instruments, interest
rate swaps, mortgage servicing rights, futuresahdr derivatives for hedging purposes.
The degree to which Midway hedges in a client aotodepends on Midway’'s
assessment of prevailing risks, market conditiopsce levels and other factors.
Typically, Midway seeks to maintain low levels okpesure to certain major risks
associated with interest rate levels and changegelss prepayments. However, there
can be no assurance that the clients’ hedging dctiosis will be successful. Midway
intends to use leverage, and to trade on margin.

The Funds may invest, from time to time, in, origeate existing investments as, illiquid
securities, referred to as “Designated Investmebissignated Investments are valued at
the lower of cost, market or as otherwise deterthibg Midway. Only investors in a
Fund who were invested in the Fund on the datenagstment is acquired or designated
as a Designated Investment will share in the ajgiien or depreciation of any such
Designated Investment. Investors admitted to alFafter the acquisition or designation
of a Designated Investment will not participatetle gain, loss or income from that
Designated Investment.

Risks of Loss Related to Investment Strategies

Hedging: Midway may place both long positions and shortitpmss in certain asset
classes in client accounts, primarily for hedgingposes. As part of their general
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strategy, the client portfolios may acquire posisiothat expose them to significant
interest rate and prepayment risks but Midway @#bjchedges against those risks by
acquiring assets whose value should move in th@gdirection of those acquired
positions that have these exposures.

Midway typically hedges in its clients’ accountgadigh the purchase and/or sale of
various financial instruments. These instrumemttude:

* U.S. Treasury securities;

» debt securities issued or guaranteed by governaggricies or instrumentalities
of the United States, the obligations of which arpressly backed by the full
faith and credit of the United States or governnrsgansored enterprises;

» debt securities issued or guaranteed by governsparisored enterprises;

» debt securities issued or guaranteed by non-U.&rgments, non-U.S. agencies
or non-U.S. government-sponsored entities that @eeominated in other
currencies;

* swaps, caps, floors and other derivatives on isterates, currency exchange
rates, and the credit of one or more issuers;

» futures and forward contracts;

* MBS passthroughs and MBS derivatives; and

» options on any of the foregoing.

The success of Midway's hedging strategy will béjsct to Midway’'s ability to
correctly assess the degree of correlation betweemperformance of the instruments
used in the hedging strategy and the performancthefinvestments in the client’s
portfolio being hedged. The prices of those invesits that are being hedged may
decline substantially and the value of investmersisd for hedging purposes may not
offset such decreases as anticipated. The chasticte of many assets change as
markets change or time passes. Thus, successhedging strategy will also be subject
to Midway’s ability to continually recalculate, idjast, and execute hedges in an efficient
and timely manner. While the Funds and/or the MadaAccount may enter into
hedging transactions to seek to reduce risk, stesactions may result in a poorer
overall performance for the Fund and/or Managedofot, as applicable, than if it had
not engaged in any such hedging transactions.aariety of reasons, Midway may not
seek to hedge certain portfolio holdings, or malyseek to establish a perfect correlation
between such hedging instruments and the portfalidings being hedged. Moreover,
each client’'s portfolio will always be exposed tertain risks that cannot be perfectly
hedged. Many securities cashflows and market tiahs are unusually sensitive to
interest rate changes.

Current Market Conditions: Recent events in the financial sector have teduh an

unusually high degree of volatility in the financimarkets. Both debt and equity
markets, domestic and foreign, have experienced, raay continue to experience,
increased volatility and turmoil. These conditidrasse particularly affected issuers that
have exposure to the real estate, mortgage andgt enedkets. In addition, the U.S.
Government has taken a number of unprecedentezhadt support certain financial and
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other institutions and segments of the financiatkeis that have experienced extreme
volatility and, in some cases, a lack of liquiditfthese events and possible continued
market turbulence may have a negative effect onirtiestments in Midway’s client
portfolios.

Leverage and Financing Risk: Midway may leverage the investments of the Funds
and/or the Managed Account in an effort to enhaet@ns. Accordingly, Midway may
pledge the assets of the Funds and/or the ManageaouAt in order to borrow additional
funds for investment purposes. In addition, the 0§ leverage may be subject to
regulatory limits, contractual limitations imposkey prime brokers and other lenders and
risk management concerns.

While leverage presents opportunities for incregsire total return of the Funds and/or
the Managed Account, as applicable, it has thecetie potentially increasing losses as
well. A change in market prices, interest rataspther factors affecting the value of
portfolio investments may produce a relatively ¢gegorofit or loss in a leveraged
position. The cumulative effect of the use of lexdge in a market that moves adversely
to the client’s investments could result in a sabsal loss to the client, which would be
greater than if leverage were not employed.

In general, the anticipated use of leverage resultertain additional risks to the Funds
and/or the Managed Account. For example, showddstturities pledged to lenders to
secure borrowings, or derivative contracts subjectariation margin, decline in value,
the client’s account could be subject to “margitisgapursuant to which Midway must
either deposit additional funds or securities witle lender or counterparty, or suffer
mandatory liquidation of the pledged securitiesamtracts to compensate for the decline
in value. In the event of a sudden drop in thaiwadf the assets of a Fund or the
Managed Account, Midway might not be able to liqieal assets quickly enough to
satisfy its margin requirements. Furthermore, Magvmay use cash reserves of a client
account to satisfy its margin requirements.

The Funds and/or the Managed Account obtain fimanto leverage their portfolios from
various banks or other institutions. While Midwatfeanpts to negotiate the terms of
these financing arrangements, its ability to doisdimited. The Funds and/or the
Managed Account are therefore exposed to changethanvalue that a financial
institution ascribes to a given security or positithe amount of margin required to
support such security or position, the borrowinig ta finance such security or position,
and/or such financial institution’s willingness ¢ontinue to provide any such credit to
the Fund and/or Managed Account, as applicablecaise Midway currently has no
alternative credit facility that could be used itwahce its client portfolios in the absence
of financing from banks or other institutions, dutd be forced to liquidate its portfolio
on short notice to meet its financing obligation¥he forced liquidation of all or a
portion of a client’s portfolio at distressed psosould result in significant losses to the
applicable client.
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Model and Data Risk: Given the complexity of the clients’ investmeisd strategies,
Midway relies heavily on analytical models (bothojmietary models developed by
Midway, and those supplied by third parties) arfdrimation and data supplied by third
parties (“Models and Data”). Midway uses Modelsl dvata to value investments or
potential investments and also in connection withtiedging of client investments.

When Models and Data prove to be incorrect, mistgpcr incomplete, any decisions

made in reliance thereon expose the client poo$alo potential risks. For example by
relying on Models and Data, especially valuatiordels, Midway may be induced to buy

certain investments at prices that are too higtsetbcertain other investments at prices
that are too low, or to miss favorable opportusit&together. Similarly, any hedging

based on faulty Models and Data may prove to baaggessful.

Some of the analytical models used by Midway, sagimortgage prepayment models or
mortgage default models, are predictive in natudsing predictive models has inherent
risks. For example, such models may incorrectiedast future behavior, leading to

potential losses on a cash flow and/or a mark-tdatébasis. In addition, the predictive

models used by Midway may differ substantially frimose models used by other market
participants, with the result that valuations basedthese predictive models may be
substantially higher or lower for certain investiserthan actual market prices.

Furthermore, since predictive models are usuallystracted based on historical data
supplied by third parties, the success of relyingsach models may depend heavily on
the accuracy and reliability of the supplied higtak data.

General Risk of Loss Satement: As with any investments, investing in securities
involves a risk of loss. Future returns are nargateed and the client may lose money
on investments. The securities markets are ¥®latid clients should consider carefully
the amount of risk and/or loss they are willingbar. Midway in no way guarantees
performance, and at any time, the value of assetssted may fluctuate and be worth
less than the amount originally invested. A clishbuld only invest assets it will not
need for current purposes and that can be investe@ long-term basis, usually a
minimum of five (5) to seven (7) years. Thesesiabply to underlying investors in the
client Funds as well.

Risks Related to Specific Types of Securities in WEh the Clients Invest

As set forth above, Midway generally recommendsestment in mortgage-related
securities, contract rights and derivatives, incigdnverse I0s, CMOs, REMICs, SMBs
(such as agency and non-agency 10 and PO secyrdras other derivative instruments.
The Funds and/or the Managed Account may, howewezst in other assets.

Mortgage-Related Securities Generally: Mortgage-related securities are collateralized by
residential or commercial mortgages or pools ofdergial or commercial mortgages.
Pools of mortgage loans are assembled as secuidgtiesale to investors by various
governmental, government-related and private orgaioins. Mortgage-related securities
are subject to credit risk associated with the grarhnce by the mortgagors. As with
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other interest-bearing securities, the prices oftgage-related securities are affected by
changes in interest rates. Although generallyvhiee of a mortgage-related security
may increase when interest rates rise, this igmet for all mortgage-related securities.
For certain classes of mortgage-related secuatieigcrease in rates inversely affects the
coupon of the security, which may lead to a dee@aghe value of the security. In the
event that interest rates decrease there is aadfisgrepayments in the underlying
mortgage collateral. Prepayment risk can leaductidations in value of the mortgage-
related security, which may be pronounced. Fos #nd other reasons, a mortgage-
related security’s stated maturity may be shortdmgdinscheduled prepayments on the
underlying mortgages. Therefore, it is not possibleredict accurately the security’s
return to an investor. During periods of rapidiging interest rates, prepayments of
mortgage-related securities may occur at slowem tlexpected rates.  Slower
prepayments effectively may lengthen a mortgagatedl security’s expected maturity,
which generally would cause the value of such sgctwo fluctuate more widely in
response to changes in interest rates.

Risks of Investment in Residential Mortgage Securities: The assets held by the Funds
and/or the Managed Account may include mortgagatedl securities, government-
related securities, government-sponsored securdie$ other securities backed by
residential mortgage loans (“Residential MortgageeUsities”). Violations of certain
provisions of federal, state and local laws, ad aglactions by governmental agencies,
authorities and attorneys general, may limit thiéitglof a servicer to collect all or part
of the principal of, or interest on, the mortgagans that serve as security for the
Residential Mortgage Securities. Violations coalslo subject the entity that made the
loans to damages and administrative enforcememiufimg disgorgement of prior
interest and fees paid). In particular, if a loseller fails to comply with certain
requirements of federal and state laws, this csulgject the seller (and other assignees
of the mortgage loans) to monetary penalties asdltrén the obligors’ rescinding the
mortgage loans against the seller and any subsehakters of the mortgage loans, even
if the assignee was not responsible for and wawargof those violations. The terms of
the documents used to create Residential Mortgagarfies typically entitle the holders
of the securitized loans to contractual indemniftra against these liabilities. For
example, the sellers of loans placed in a Residemfiortgage Security typically
represent that each mortgage loan was in compliarnite applicable federal and state
laws and regulations at the time it was made.hdfé is a breach of that representation,
the seller will be obligated to cure the breachrepurchase or replace the affected
mortgage loan. If the seller is unable or otheewsls to satisfy these obligations, the
yield on the Residential Mortgage Securities maynizerially and adversely affected.
Due to the well-publicized recent deterioratiorthe housing market, many of the sellers
that issued these indemnifications no longer exisire unable to financially respond to
their indemnification obligations. As a result, t@is of interests in the Residential
Mortgage Securities, such as the Funds and/or taealyed Account, may ultimately
have to absorb the losses arising from the seNeo&tions.

Furthermore, the volume of new and modified lawd eggulations at both the federal
and state levels relating to Residential Mortgageusities and residential mortgage
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loans has increased in recent years. It is pasiailt these laws, including any litigation
resulting from increased enforcement, might reguladditional significant costs and
liabilities, which could adversely affect the Fuhdsid/or the Managed Account’s
returns.

Credit Risk: The issuers of debt instruments may face siggnifi ongoing uncertainties

and exposure to adverse conditions that may underriie issuer’s ability to make

timely payment of interest and principal. In addit major economic downturns and
financial market swings have adversely affected, @uld in the future adversely affect,
the ability of some of the issuers of such instraotedo repay principal and pay interest
thereon and may increase the incidence of defauluch instruments.

The price of an instrument is affected by the drgqdality of its issuer and the borrower,

the market for such instrument and whether paymar@snade on the assets underlying
such instrument. Changes in the financial conditxd an issuer, changes in general
economic conditions, and changes in specific ecanconditions that affect a particular

type of issuer, can impact the credit quality ofissuer. Lower quality instruments are
often considered to be speculative in nature andlve greater risk of default, and tend

to be more sensitive to these changes than highadityjinstruments. Instruments that

are unrated or below investment grade may be uplitee have the capacity to pay

interest and repay principal when due, in the ewnadverse business, financial, or
economic conditions.

It is not expected that the mortgage-related stesrwill be guaranteed or insured by
any governmental agency or instrumentality or by ather person. Distributions on
mortgage-related securities will depend solely ugwmamount and timing of payments
and other collections on the related underlyingtgaaye loans.

Each of the rating agencies have been downgradimgacing for downgrade review, the
ratings it assigned to numerous tranches of MBSSA®d CDOs. MBS, ABS and
CDOs with exposure to non-prime residential morégagans that were issued between
2005 and 2008 have been subjected to unusuallyesesengs downgrades. Numerous
MBS, ABS and CDOs that were originally rated AAAr @quivalent) by one or more
rating agencies have been downgraded and the satimgome of these securities have
fallen or may fall below investment grade. ltileely that such adverse rating actions on
MBS, ABS and CDOs will continue in the foreseeahltire. The Funds and/or the
Managed Account may invest in MBS, ABS and CDOs, ttitings of which (i) may
already be downgraded, withdrawn or not confirm(@dmay be in the process of being
downgraded, withdrawn or not confirmed or (iii) még subject to future ratings
downgrades, withdrawals or confirmation failures.

Interest Rate Risk: The most fundamental risk to any portfolio of mag-related
securities is a shift in interest rates. To th&eeithat the cash flow from such a security
is known in advance, the present value,(discounted value) of that cash flow decreases
as interest rates increase; to the extent thatakle flow is contingent, the dollar value of
the payment may be linked to then prevailing irdenates. Callable or prepayable
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investments such as MBS and ABS react very diftirefiom other fixed income
securities: their durations can vary dramaticakly iaterest rates move, making them
much more difficult to hedge. Many are “negativaelgnvex,” meaning that price
increases may be limited in relation to price dexdi Some of these securities can have
unusually high durations (rising dramatically inicer when rates fall, and falling
dramatically in price when rates rise); others bame highly negative durations (falling
dramatically in price when rates fall, and risingudatically in price when rates rise).
While Midway will attempt to control the duratiorf the Funds’ and/or the Managed
Account’s portfolio of negatively convex instrumentthrough various hedging
transactions, this is difficult not only becauses securities are very sensitive to many
factors, but also because these factors interazdrmplicated ways.

Prepayment Risk: MBS are subject to the risk of prepayment on trensounderlying
such securities (including voluntary prepaymentshgyobligors and liquidations due to
default and foreclosures). The frequency at wipopayments (including voluntary
prepayments by the obligors and involuntary prepays due to defaults and
foreclosures) occur on loans underlying MBS will &igected by a variety of factors
including the prevailing level of interest ratesvasll as economic, demographic, tax,
social, legal and other factors. Generally, morggasbligors tend to prepay their
mortgages when prevailing mortgage rates fall belwvinterest rates on their mortgage
loans. To the extent that prepayment rates arerdiit than anticipated, the average yield
of investments in MBS may be adversely affectedche interest rate sensitivity of any
particular pool of loans depends upon the allocabb cash flow from the underlying
mortgage loans. Certain types of MBS contain cemphterest rate and cash flow
provisions and may be highly volatile with respectnarket value, yield and total return
to maturity.

IOs are generally valued using various assumptdii&ely prepayment behavior of the
underlying borrower. The market value of the IOsensitive to both the market’'s
expectations on prepayments and actual prepaynediavior over time. To estimate the
valuation of an 10, the investment advisor modaks dption-adjusted spread (“OAS”),
which is the yield spread on the security over fthrevard swap curve after subtracting
the estimated cost of hedging away the short qaiboality of the underlying mortgages.

If prepayments are faster than estimated at the tfrpurchase, the 10 investment will
return less than the estimated OAS. If actual yepents speeds are such that the sum
of the remaining interest payments is less tharctist of purchasing and hedging the 10
security, the Funds will likely suffer material §&s.

Although ABS are generally less likely to experiersubstantial prepayments than are
MBS, certain of the factors that affect the ratepodpayments on MBS also affect the
rate of prepayments on ABS. However, during anyiqdar period, the predominant
factors affecting prepayment rates on MBS and ABY be different.

In general, “premium” securities (securities whosarket values exceed their principal

or par amounts) are adversely affected by fasten thnticipated prepayments, and
“discount” securities (securities whose principal par amounts exceed their market
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values) are adversely affected by slower than ipatied prepayments. Since many MBS
and ABS will be discount securities when intereges are high, and will be premium
securities when interest rates are low, these MBBABS may be adversely affected by
changes in prepayments in any interest rate envieoim.

The underlying mortgages of CMOs and other MBS imicw Midway invests will
frequently have caps and floors which limit the maxm amount by which the loan rate
to the residential borrower may change up or dowpdr reset or adjustment interval
and (ii) over the life of the loan. Some residantnortgage loans restrict periodic
adjustments by limiting changes in the borrowersnthly principal and interest
payments rather than limiting interest rate changésese payment caps may result in
negative amortization. In addition, because of flass-through of prepayments of
principal on the underlying securities, MBS aresnfsubject to more rapid prepayment
of principal than their stated maturity would inalie.

The adverse effects of prepayments may impacttsligrortfolio in two ways. First,
particular investments may experience outrightdesss in the case of an interest-only
security in an environment of faster actual or@péted prepayments. Second, particular
investments may underperform relative to hedgesNhdway may have constructed for
these investments, resulting in a loss to the tHeoverall portfolio. In particular,
prepayments (at par) may limit the potential upssienany MBS and ABS to their
principal or par amounts, whereas their correspantiedges often have the potential for
unlimited loss.

Volatility Risk: An 10 security may be short an embedded prepayom@man. Given the
prepayment optionality of the 10 security, the \eahf the 10 can become increasingly
sensitive to mortgage rate changes as the pregaitiartgage rate gets closer to the
WAC. As the prevailing mortgage rate falls beldve tWAC minus the fixed cost of
refinancing, prepayment expectations increase kapglmore and more borrowers in the
security are economically incentivized to refinandenus, as discussed earlier, the price
of the 10 exhibits negative convexity to changesnartgage rates. As the mortgage
bond prepayment option goes in the money, the midbe 10 drops more rapidly than
simple duration would suggest. When the bond goe®f the money as mortgage rates
rise well above the WAC, the discounter (as wellhesfact that people may still prepay
for non-economic reasons) generally reduces thee afiprice appreciation on the bond
below that suggested by duration.

Midway attempts to maintain the duration (pricesstvity to interest rate movements) of
each Fund close to zero. It does so by takingtipasi in hedges with duration

characteristics contrary of that of I0s. Howewbe hedges do not display convexity
characteristics opposite to I0s. Because histilyioaalized volatility has been less than
implied volatility, Midway generally elects to leawa certain amount of convexity in the
portfolio as long as it is remains under certaitinested risk thresholds. As a result, the
Funds will generally have a negative convexity pedb interest rate movements. When
interest rates change, the duration of the 10 adté will misalign, and will need to be
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rebalanced, or “delta hedged.” Midway seeks toal@ice the remaining effects of
interest rate movements on duration through deltlgimg.

The resulting convexity exposure between the hedgesthe risk position can lead to
duration gaps, where a large magnitude of inteegstshock will have an adverse impact
on the portfolio. In these instances, in a deéngasate environment, the hedge will
generally underperform the gain in the long 10. n@sely, in an increasing rate
environment, the hedges will generally depreciatevalue more than the 10 will
appreciate. These performance differentials mag te losses by the Funds.

To reduce the convexity in the portfolio, Midway ynaurchase POs, swaps, swaptions,
Treasury futures and options, and mortgage optwhgh generally are positively
convex and benefit from increased volatility. lengral, Midway expects that the long
positions in these securities will benefit fromgarinterest rate movements. However,
this method of hedging convexity is quite expensiva times of increased volatility,
consistent with the aim to keep the Funds withatest risk parameters, the Funds will
often purchase more of these options. Buying ceibywésurance through options will,
however, likely have an adverse effect on the camyg therefore reduce the Funds’
return.

The pricing and characteristics for certain of éhé®dging instruments are based off
swap and Treasury rates, rather than mortgage. rdtles underlying assumption is that
swap, Treasury and mortgage rates are highly eteel and therefore a hedge on the
volatility of the swap or Treasury rate should heipsituations where mortgage rates
experience moves of large magnitude. However, unclmsing Treasury or swap
optionality, Midway is hedging with different ratésan its underlying positions, and
there may be times when swap or Treasury rates mibfegently from mortgage rates.
There may also be times when the volatility of sveaygl Treasury rates differs from
mortgage rates. In those instances, the Fundsuféer losses.

Libor Curve Risk: The current coupon on an Inverse IO is calculatgedubtracting a
benchmark rate, typically one-month Libor (Londartetbank Offering Rate) from a
predetermined strike rate. Thus, an increasedmtie-month Libor rate will decrease the
coupon on the bond. Therefore, the value of aerses IO is affected by the projected
future Libor interest rates, or “the Libor curveBecause an Inverse 10 coupon floats
inversely to Libor rates, the sensitivity of the ket price to Libor rates is larger for
Inverse 10s than for most other fixed rate instratae When Libor increases, the Inverse
IO will decrease in value not only because thealister (or opportunity cost) increases,
but also because the Inverse 10’s coupon cash dlegveases. Most problematic is if
Libor increases beyond the predetermined InversestiBe price, in which case the
coupon equals zero, and all cash flow from the le&dO ceases.

In the event that Libor rates and forward Liboregatise rapidly, these investments will

incur substantial losses as the prices on thesrdavO instruments fall steeply. In order
to mitigate potential losses from the reductionaupons, the Funds may take short
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positions in Eurodollar futures, interest rate ssvapd Treasury rate products, among
other instruments, to hedge the fluctuation in Litades.

Default Risk: MBS and ABS are exposed to the default probabdityhe underlying
loans and recovery rates on those liquidated loartse default rates of loans backing
these securities is dependent on a number of fadtmiuding national and regional
economic growth, real estate values, the levelntérest rates, the strength of new
origination platforms, and other factors. Recoveajues will be dependent largely on
regional and national real estate values among dkivegs, although real estate values
are a function of other economic variables.

Subordinate credit support tranches are leveragudrespect to defaults. Many of these
tranches have credit support that may change wghprepayments of the underlying
loans. The ultimate performance of these tranthdésus dependent on both the default
(involuntary prepayment) and voluntary prepaymesfgrmance of the underlying pool.
Although Midway attempts to minimize defaults iretlelient’'s portfolios, it will in
general not attempt to hedge default risk. Thedswend/or the Managed Account will
be exposed to economic recession, decline in tateeprices, changes in the availability
of mortgage financing, and other risks.

Sripped MBS.  Midway invests in stripped MBS which are createdsegregating the
cash flows from underlying mortgage loans or magtgaecurities to create two or more
new financial instruments, each with a specifieccpetage of the underlying security’s
principal or interest payments. Mortgage secuwyiti@y be partially stripped so that each
investor class receives some interest and someigpain When securities are completely
stripped, however, all of the interest is distrdaitto holders of a certain type of
securities, known as 10s, and the entire prindgpalistributed to holders of another type
of securities known as POs. Strips can be cremtea pass-through structure or as
tranches of a CMO. The yields to maturity on I0d &0Ds are very sensitive to the rate
of principal payments (including prepayments) oa ithlated underlying mortgage assets.
If the underlying mortgage assets experience grdhtn anticipated prepayments of
principal, the Funds and/or the Managed Account mal fully recoup their initial
investment in 10s. Conversely, if the underlyingrtgage assets experience less than
anticipated prepayments of principal, the yieldRiDs could be materially and adversely
affected.

Derivatives. Although the Funds and the Managed Account moll focus on derivative
products related to mortgages (“Derivatives”), Mawmay invest in Derivatives from
time to time. These are financial instruments thatve their performance, at least in
part, from the performance of an underlying adgegx or interest rate. Derivatives can
be volatile and involve various types and degreésrigk, depending upon the
characteristics of the particular Derivative and portfolio as a whole. Derivatives may
entail investment exposures that are greater thain ¢ost would suggest, meaning that a
small investment in Derivatives could have a lgpgéential impact on the performance
of a client’s portfolio.
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The risks generally associated with Derivativesude the risks that:

» the value of the Derivative will change in a mandetrimental to the Fund or
Managed Account;

» before purchasing the Derivative, the client wibt have the opportunity to
observe its performance under all market conditions

» another party to the Derivative may fail to complyth the terms of the
Derivative contract;

» the Derivative may be difficult to purchase or sefid

» the Derivative may involve indebtedness or econdmuerage, such that adverse
changes in the value of the underlying asset coegdlt in a loss substantially
greater than the amount invested in the derivatsaf or in heightened price
sensitivity to market fluctuations.

Debt and Other Income Securities: The Funds and/or the Managed Account invest in
fixed-income securities. Fixed-income securities subject to interest rate, market and
credit risk. Interest rate risk relates to changes security’s value as a result of changes
in interest rates generally. Even though suchruns¢nts are investments that may
promise a stable stream of income, the prices df securities are inversely affected by
changes in interest rates and, therefore, are duldge the risk of market price
fluctuations. This inverse relationship meangyemeral, that the values of fixed income
securities increase when prevailing interest réaflsand decrease when interest rates
rise. Market risk relates to the changes in tBk or perceived risk of an issuer, country
or region. Credit risk relates to the ability bktissuer to make payments of principal
and interest. A Fund or the Managed Account céng@ money if the issuer of a fixed
income security is unable to pay interest or rgma@ycipal when due. Credit risk applies
to most fixed income securities. The values oedkncome securities may also be
affected by changes in the credit rating or finahcondition of the issuing entities.

Item 9 — Disciplinary Information

Registered investment advisors are required toadiscwhether there are any legal or
disciplinary events that would be material to @miis or a prospective client’s evaluation
of Midway or the integrity of Midway's managemergrpons. Midway has no history of
any disciplinary action to disclose.

Item 10 — Other Financial Industry Activities and Affiliations

Midway has a material business relationship witre Midway Group, LLC, which
serves as the managing member of Midway Domesticieawholly owned by Sonoma.
The Midway Group, LLC is not a registered investimadviser. Midway also has a
material business relationship with Sonoma, whitloNy owns Midway. Sonoma is not
a registered investment adviser.
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Robert Sherak, Omar Qaiser and Yong Cai are alllmeesnof Sonoma, which derives all
of its income from the Funds and the Managed Actol of the members of Sonoma
and some Midway employees have assets investée iRunds.

As discussed in response to Items 4 and 7 abowdwdji is the investment manager to
several hedge funds and to the Managed Account. dé&/enot believe that the
contemporaneous management of the Midway Fundshenilanaged Account causes a
conflict of interest because they share the sawmesiment strategies, and allocations are
made based on principles described in Items 4 araf this Brochure.

Midway does have professional relationships witieothird parties but receives no hard
dollar compensation from any third party. Midwaydfor its employees may receive
small gifts from such third parties as to do otheemvould appear ungrateful. (See Item
14 for additional details and clarification.) Exales of these third parties include
broker-dealers, investment companies, bankingtutigtns, accounting firms, law firms

etc. Some of the investors in our client Funds rakp work for one of these third

parties.

Neither Midway nor any of its management persoesr@gistered or have an application
pending to register as a broker-dealer or as mgdtrepresentative of a broker-dealer.
Neither Midway nor any of its management persoesragistered or have an application
pending as a futures commission merchant, commaabtyl operator or commodity
trading advisor, or as an associated person obéthe foregoing.

Item 11 — Code of Ethics, Participation or Interestin Client
Transactions and Personal Trading

As an investment manager to various Funds and thealjed Account, Midway may
give advice, or take action or refrain from takiaction, any of which may differ from
advice given, action taken or not taken or thengnof any action for any other Fund
and/or the Managed Account. Further Midway maynemend or effect transactions on
behalf of its clients in securities which it or aofits affiliated persons may buy or sell
for their own accounts. Midway is not a brokerddeand does not act as a principal or
broker in connection with client transactions. May, and persons related to Midway,
including its officers, directors and employeesyrbay, sell, or have a financial interest
in securities recommended to clients either by sting directly in the Funds managed by
Midway or otherwise, through independent transastim personal accounts subject to
Midway’'s Code of Ethics described below. Potentiahflicts of interest in connection
with such transactions are generally disclosedi¢nts herein and otherwise.

Midway has adopted a Code of Ethics in an effordoid possible conflicts of interest,
the inappropriate use of material non-public infation and to ensure the propriety of its
employees’ and clients’ trading activities. The €oof Ethics is distributed to each
employee at the time of hire and employees recaneial training in issues related to
the Code of Ethics. The Code is based on theiptenthat officers, directors and other
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Midway personnel owe a fiduciary duty to Midwayseats and investors in the Funds
and must place the interests of Midway’s clientd @mvestors above their own.

Subject to certain exceptions, all employees miesicfear securities transactions in their
personal accounts or the accounts of immediate lfamembers. Employees are
required to provide Midway with a complete repdrtheir securities holdings at the time
they are hired. Employees also provide Midway withplicate copies of trade
confirmations and account statements for all oir theokerage accounts. Employees are
also required to provide quarterly and annual sgesrholdings reports. Most types of
securities are subject to these reporting requinesne

In order to ensure that Midway Employees do not dugell securities at the same time
as the Funds and/or Managed Account, Midway manstaiRestricted Trading List (the
“Restricted List”). The Restricted List is a list securities and security types subject to
trading restrictions for Employee accounts and dbeounts of their immediate family
members. The Restricted List is furnished to atipfoyees. Securities that will be
placed on the Restricted List include any:

» securities of an issuer held by a Fund and/or Mediaggcount; and
» securities of an issuer about which Midway receivas-public information.

Employees are permitted to trade in IOs and POk witmarket value of less than
$150,000, provided that such securities are notratise on the Restricted List. The
placement of a security type on the Restricted téstricts personal trading in the
specified type of security unless Midway's Chief ngadiance Officer grants an
exception, which must occur before any prohibitetivay is initiated. Securities are
generally kept on the Restricted List until thi(80) days after the date on which they are
sold or covered.

The Code also prohibits employees from servinghenkioards of public companies or
from maintaining outside affiliations without priapproval.

The Code establishes sanctions if its requiremangsviolated, up to and including
dismissal from employment. Employees are requicedertify annually that they have
complied with the Code of Ethics.

The foregoing is only a summary of the provisiofighe Code and is qualified in its

entirety by the detailed provisions appearing ie thll text of the Code. Clients and

prospective clients and investors and prospectivestors in the Funds may obtain a
copy of the Code of Ethics by contacting Midway'ki€ Compliance Officer at 830

Third Avenue, Suite 301B, New York, NY 10022.

In compliance with the Advisers Act, Midway will hduy securities from or sell

securities to another Midway client without makiagpropriate disclosures to the client
and obtaining the client’s consent.
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Midway treats as confidential all information prded by clients and investors in the
Funds. Such confidential information will not besaosed to any non-affiliated third
party, except as permitted by clients or as requmelaw.

Item 12 — Brokerage Practices

Midway is obligated to seek to obtain best executior its clients. Best execution
generally means lowest transaction cost for braleservices rendered combined with
best market price in order to minimize total pusdEhacost or maximize total sales
proceeds. Other brokerage and trading services beyconsidered in analyzing
execution practices including but not limited toe ttpromptness of execution,
confidentiality of trading activity, clearance arskttlement, order positioning and
financial stability.

Midway effects trades in the over-the-counter matkeough broker dealers that, acting
as principal, charge markups, markdowns or otherggs in connection with such
trades. Broker-dealers in the over-the-counterketardo not charge commissions.
Thus, Midway'’s objective in seeking best executi®no obtain or sell securities at the
best price under the circumstances. Midway isregtired to seek competitive bids and
does not have an obligation to seek the lowestaaitransaction cost.

Most of the Funds’ assets are comprised of illigegturities that are traded over the
counter and therefore do not have a quoted pribe.most instances Midway will
purchase the whole tranche, and therefore is unatilack-test the execution of the trade
versus a benchmark. Furthermore, certain tradesumique in that there is only one
dealer selling a bond. Midway attempts to purchameds that offer attractive returns
given the purchase price. Midway’s ability to negi® and come to an agreement on a
trade price is based on Midway's assumptions akalite, and therefore is subjective.
However, most of the hedges in the Funds’ portfalie liquid, and are subject to best
execution in accordance with the considerationsfagh below. From time to time
Midway’'s Best Execution Committee evaluates thearstctions to ensure compliance
with the policies and procedures set forth below.

In selecting a counterparty and market through Wwhkaceffect a trade, and in determining
whether a transaction represents the best exe¢cWmiway is permitted to consider a
range of quantitative and qualitative factors, uidchg but not limited to the following:

* Reputation;

* Reliability, both historically and as an ongoingtteg

» Access to underwritten offerings of fixed incomels#ies;

* Nature of the security and availability of markedkars;

» Desired timing of transactions and size of trades;

» Confidentiality of trading activity, particularlyiless liquid sectors;
* Market intelligence and knowledge regarding tradiogvity;

» A salesperson’s knowledge of Midway’s investmemicess;
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» A salesperson’s ability to harness his or her famesources to the benefit of
Midway'’s clients;

» Size and type of transaction;

» Access to liquidity;

» Execution efficiency;

» Capital utilization; and

* Financial Responsibility.

Midway trades for the benefit of clients throughnpe brokerage arrangements that are
designed to allow trading with multiple brokers fghtentralizing clearance and custody
through prime brokers. Under these arrangemenigiw®y places trades through

accounts with different executing brokers in thenaaof one of its prime brokers for the

benefit of its clients. Midway directs delivery fafnds or securities to a prime broker
who is responsible for custody, clearance andeseétht services including matching

trades with executing brokers and delivering actgonfirms and statements to Midway.

Midway periodically monitors and evaluates the perfance and execution capabilities
of firms which provide research and brokerage ses:/i Midway may use electronic

trading systems to execute trades. These systér@ge transaction fees that are
included in the price of the security.

Prime brokers may, as an incident to their servi@@sd not for any additional
compensation), sponsor conferences or seminars ravidg “capital introduction
services” in which consultants and prospectiveitutsbnal investors may be introduced
to Midway or the Funds managed by Midway, conststath applicable private offering
restrictions.

While soft dollar arrangements are permitted initftistry subject to certain conditions,
Midway does not use soft dollars to pay for thiattg research. While Midway may
from time to time receive research from broker-dessbnd may use broker-dealers that
provide it with research, Midway does not causelients to pay higher transaction costs
in such situations.

Brokers to Midway’s clients may refer investorsMadway managed funds or engage in
other transactions with Midway. From time to tin@oviders of client brokerage
services also provide incidental consulting sewieed other advice with respect to
Midway'’s operations and/or other matters on a férananformal basis. The provision
of such services or advice may not be subject tmdb agreements and may not be
compensated, depending on the extent of the serypicevided. Provision of services,
including client referrals, could provide Midwayttvian incentive to select the respective
broker-dealer for client transactions without reg#ém best execution. Midway will,
however, provide compensation that we consideredacabm’s length in any situation
where such services have material value and wilbHocate brokerage transactions to a
provider of such services as compensation for clieferrals or other services in
violation of our duties to our clients. Some bneklealers may recommend that Midway
be invited to make presentations and proposalspédential clients’ business, which
could raise a conflict of interest.
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Midway does not participate in directed brokeragaregements.
Trade Allocation Policies

Midway allocates investment opportunities amongdiients in a fair and equitable
manner, over time. Although Midway seeks to altecamvestment opportunities in a
manner that it believes to be in the best intevésts clients, there can be no assurance
that a particular investment opportunity will béoahted in a particular manner. In the
absence of legal or other limitations, Midway tylig aggregates orders for investment
trades for relatively liquid securities used fodfes, such as long and short positions in
U.S. treasuries, mortgage pass throughs, Eurodpilaterest rate swaps and 10 and PO
swaps, and options on the aforementioned securMéebvay typically allocates these
instruments on a pro-rata basis. For relativdlguld securities, such as interest only,
inverse interest only, and trust POs, trades areergdy not aggregated unless the
portfolio managers determine that such aggregastion the best interests of all clients
and in accordance with the investment and regufatestrictions of each client, as
applicable.

Midway will attempt to aggregate the accounts fackesuch trade order according to
investment objectives, mandates, benchmarks, clasis,f sector weightings, issuer
exposure, or other method deemed reasonable by &yidviGenerally, Midway cannot

average the price for different Funds or the Madajecount, or even the same fund or
account, when the security is traded through differbroker-dealers/counterparties on
the same day because accounts would incur addittcar@saction costs. As a result,
some minor price variations may exist. Nevertrelddidway will attempt to transact

these trades at the same or as close to the saceegsr possible, without causing the
Funds or the Managed Account to incur additioremigaction costs.

If aggregation does occur, trades will generallyablecated pro rata adjusted for among
other things:

» available cash;

* round lots;

* certain minimum basis points holding as determimgthe portfolio manager;

» the size of the account;

» the necessity to obtain a certain level of holdirgeording to the specific
benchmark of the client;

* redemptions;

» subscriptions; and

 market movements based on regularly updated repurtkeverage in each
account.

With respect to accounts that have large cashiposijtfor example as a result of a recent
influx of cash into the account or a requiremenintgest excess cash balances, Midway
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may execute transactions to immediately investethiegh cash balances which are not
subject to these allocation procedures.

Midway’s trade allocation policies identify circutaaces under which it is appropriate to
deviate from the general allocation criteria andadie the alternative procedures. For
example, if a standard allocation would result tlient receiving a very small allocation

(e.qg., because of its small asset size), the chieay receive an increased allocation to
achieve a more meaningful allocation, or the cliaal receive no allocation. Generally,
any exceptions to Midway’s policies must be appdbbg senior investment personnel
and reviewed and approved by the Chief CompliarffieeD.

Each Midway client bears any costs associated spétial limitations (e.g., investment
or trading restrictions) associated with that dlieGenerally allocations are determined
by the portfolio managers in accordance with thedieies. Allocations are determined
prior to a trade and documented on trade dateiodieally, Midway may cross trade
between the managed account and a Fund for theseigdi making a bond whole, so
that it is easier to sell or finance. Such croadds are only done for securities which
have readily available market quotations.

Iltem 13 — Review of Accounts

Midway's portfolio managers review client accountsn a regular basis for
appropriateness of holdings and transactions nt lof the client’s investment strategy.
Daily risk management reports, which list positionalues, and various quantitative
measures of risk, are reviewed by various membfketiseoprofessional staff. These are
checked to determine whether risk limits have beareeded. Cash and position reports
are checked on a regular basis by Midway’s Chieafcial Officer and position reports
are also reviewed periodically by Midway’s Chiefr@aliance Officer. Compliance also
takes an active role in reviewing the portfolio dinogs for each Fund. An independent
public accountant audits the financials statemfmteach Fund annually.

Midway communicates regularly with its clients atitk investors in the underlying
Funds, providing unaudited monthly written repda<lients and investors in the Funds.
These reports set forth the performance of the Fand other financial data and
information. Midway also provides investors in thends with a copy of the Fund’s
audited financial report and the information neaegdor the investor to complete its
annual federal income tax return, as applicableidwdy also responds to periodic
requests by Fund investors to value the investimwgstment and to provide certain
additional information.

Item 14 — Client Referrals and Other Compensation

Midway employees attend conferences at which enggleymay be given gifts and/or
trinkets that are less than $50 in value. Emplsyaay also receive gifts or similar items
including entertainment from other professionats|ang as they are less than $250 in
value per gift or instance and less than $1,000dpeor per year. The receipt of these
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gifts could create the incentive for Midway to mebeisiness to these professionals when
it may not be in the client’'s best interest to do £€mployees are required to report all
such gifts with a value of at least $50, and Midwanducts a periodic review to ensure
that business is not being referred to a thirdypasta result of improper gift giving.

From time to time, Midway may enter into relatiopshwith third parties pursuant to

which it compensates a party for soliciting investto invest in the Funds and/or to
establish a managed account. For managed acchemisc disclosure is made to each
client regarding the relationship and the assodidée prior to or at the time that the
client enters into an investment management agneemersuant to Rule 206(4)-3 under
the Investment Advisers Act of 1940. All investrteereferred to a Fund through a third-
party relationship will be subject to the Fund'argtard terms and conditions and will not
be subject to any incremental fees or allocaticangaple by Midway as a result of such
solicitation agreement. Investors who are refetbrgd third party and open a managed
account will also not be subject to any incremefdas or allocations payable by Midway
as a result of such solicitation agreement.

Item 15 — Custody

To the extent Midway is deemed to have custodyliehtfunds or securities under the
Advisers Act solely because it deducts fees antiaffiliated entity serves as a general
partner or managing member to the Funds, Midway pties with the Advisers Act
custody rule by requiring an independent publicoaatant to send audited financial
statements to the underlying investors within 129sdafter the end of the fiscal year.
Managed Account clients will receive account staets from their qualified custodian
and should carefully review those statements.

Iltem 16 — Investment Discretion

Midway's fiduciary duty requires it to give investmt advice that is suitable and
appropriate to each client, and to have an adedoases in fact for its investment
recommendations. Midway has been granted discetyorauthority to manage the
securities accounts of its clients. Pursuant t8 tirant of discretionary authority,

Midway is authorized to purchase and sell secuaritigelect brokers, and negotiate
commission rates subject to the guidelines seh fiorthe private placement memoranda
for each Fund and/or the investment managementigmet of the Managed Account
client. For managed account clients, terms sgetfidiscretionary investment authority
are individually negotiated and documented in thestment management agreement.

Item 17 — Voting Client Securities

As investment manager or advisor to the Funds aridé Managed Account, Midway
has responsibility for making investment decisi¢hat are in the best interest of its
clients. As part of the investment managementisesvit provides to clients, Midway
generally has the responsibility to vote proxies, the limited extent they arise,
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appurtenant to the shares held in its Clients’fpbos. As a fiduciary, Midway believes
that it has a duty to manage assets solely in &s¢ interest of its clients, and that the
ability to vote proxies is a client asset. Accagly, to the extent they arise, Midway has
a duty to vote proxies in a manner in which it &edis will add value to the client’s
investment. Midway may amend its proxy voting p@s at any time.

While Midway does not expect to be called upon dtevproxies based on the securities
purchased for its client accounts, it does haveadihority to do so on behalf of its
clients. As required by the Advisers Act, Midwagshadopted a proxy voting policy,
which provides that Midway will act in the bestergst of its clients in determining
whether and how to vote on any proxy voting mattérand to the extent that they do
arise, Midway shall vote proxies in accordance wishguidelines. Midway generally
will vote proxies so as to promote the long-ternorexmic value of the underlying
securities. Each proxy proposal will be consideredts own merits, and an independent
determination will be made whether to support qyage management’s position. If such
proxy votes arise, Midway shall retain the proxying records for six years or such
other period as may be required by applicable laregulation.

Midway'’s portfolio managers shall consult with tineestment team concerning the best
method to resolve any actual or apparent confliftenterest between the interests of
Midway and its clients, in a manner that affordegty to the interests of the clients. If
the conflict is personal to a portfolio manageg portfolio manager will designate others
to address the issues presented by the proxy vote.

Clients may obtain a copy of the proxy voting ppland information on how (if at all)
Midway voted client securities by addressing a estjdior such policy or information to
Midway’'s Chief Compliance Officer at 830 Third Auwes Suite 301B, New York, NY
10022.

Iltem 18 — Financial Information

Midway does not charge or solicit pre-payment gP®0 in fees per client six months or
more in advance. Midway has no financial commitinimat is reasonably likely to
impair its ability to meet contractual and fidugi@ommitments to clients. Midway has
not been the subject of a bankruptcy proceeding.
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