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ITEM 2- MATERIAL CHANGES

Not applicable.
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ITEM 4 - ADVISORY BUSINESS

The Process Driven Trading group of Morgan Starfteg “PDT Group”) was founded in 1993 as a
proprietary trading group within Morgan Stanley &.Q.LC (together with its affiliates other than PDT
(as defined below) and PDT’s controlled subsid&@ritMorgan Stanley”) and since that time has
developed and deployed quantitative strategiestietliquid assets globally for Morgan Stanley.

PDT Partners, LLC (“PDT”") was formed in Septemb@1@ and expects to commence its investment
advisory activities on or around July 1, 2012 (fBemmencement Date”). PDT expects to separate from
Morgan Stanley (the “Separation”) at the end of 2@dith the rights to the PDT Group’s intellectual
property. Until Separation, PDT will be a conteall subsidiary of Morgan Stanley, and the principal
owners of PDT will be Morgan Stanley and an entvith a number of equity partners (“PDT Capital
Group”) that is controlled by Peter Muller, PDT'$i€f Executive Officer. At Separation, control of
PDT will transfer to PDT Capital Group. Morgan &y has the option to acquire a preferred intarest
PDT shortly after Separation, but will cease beirgcontrolling owner of PDT upon Separation.

Beginning on the Commencement Date, PDT will previdvestment advisory services to a group of
pooled investment vehicles (the “Fusion Fund”) odiscretionary basis using quantitative investment
strategies. Until Separation, PDT will also mang@geprietary capital for Morgan Stanley (the “MS
Portfolio”) utilizing related quantitative investmiestrategies. Following Separation, PDT expeets t
provide investment advisory services to additiggadled investment vehicles (together with the “Basi
Fund” and any other pooled investment vehicles maddy PDT, the “Funds”) but will cease managing
the MS Portfolio.

Using quantitative models developed by PDT, inalgdimodels that were developed from those
originally created by the PDT Group, PDT will tradebroad range of liquid, publicly traded U.S. and
non-U.S. securities and other instruments, inclydequities, futures contracts, foreign exchange
contracts, and derivatives thereon.

Each Fund will be managed according to the investrobjectives and policies set forth in its offerin
documents. PDT will not tailor the Funds’ investrinprograms for any particular Fund investor.

As of May 15, 2012, PDT had no regulatory assetieumanagement.



ITEM 5- FEESAND COMPENSATION
Fee Schedules; Calculation and Deduction of Fees

PDT will not receive any management fees for mamgghe MS Portfolio. Morgan Stanley will,
however, be responsible for the non-compensatigerses incurred by PDT in managing the MS
Portfolio. Until Separation, Morgan Stanley willsa pay compensation to PDT and PDT Group
employees, which compensation will be based, in, par the returns of the MS Portfolio managed by
PDT and PDT Group employees.

With respect to the Funds, PDT expects to receiveiaagement fee based on the net asset valuelof eac
Fund, generally ranging from 2% to 3% per annurd, @erformance-based compensation (which may be
paid or allocated to an affiliated entity) basedtbe net capital appreciation of each Fund, gelyeral
ranging from 20% to 50% per annum, and subject horrdle rate and/or high watermark. Information
relating to the actual fee charged to any Fundlvélket forth in the offering materials for thanBu The
management fee will be paid monthly in advance taedperformance-based compensation will be paid
or allocated at the end of each fiscal year. POl deduct fees directly from the assets of the dain
PDT may, in its sole discretion, waive, reducemudify fees with respect to any investor in a Fund,
including, without limitation, any employee of PDT.

Other Fees and Expenses

In addition to the management fee and performaiased compensation described above, the Funds will
incur other expenses. Other expenses that wilbdrme by the Funds, whether incurred directly or
indirectly, will include, but not be limited to: fefring and organizational expenses; fund admirtistra
expenses; directors fees; external accountingtingdiand tax preparation and consulting fees; fifes
professional consultants and experts relating ¥estments; external legal fees; brokerage, cleagnd
settlement fees; taxes and regulatory fees; cudttels; market data and other data costs (inajudak
analytical software); costs attributable to certawftware and hardware; certain data center costs;
depreciation costs associated with production hardwtechnology costs associated with connecting to
trading venues, trading counterparties, prime kmgkand similar service providers; expenses of
preparing and distributing reports, financial sta#ats, and documents to investors and prospective
investors; insurance premiums; interest and finanexpenses; expenses relating to short salesy prox
service provider fees; costs of investor meetingssts and expenses related to the reorganization,
dissolution, winding-up, or termination of a Furahd costs and expenses associated with litigation,
arbitration, regulatory examinations, and governtaleimvestigations, and other extraordinary expsnse
Consultant expenses payable may be structuredfias fee, a fee based on the performance of any
investments or trading decisions made at the rea@mation of a consultant, or in such other manser a
is agreed upon by such consultant and PDT.

Certain of these expenses are expected to be stbjao expense cap. Each Fund may have different
policies with respect to which expenses are boynthé Fund and the level of any expense cap. i@erta
of the expenses will be paid by PDT on behalf ef funds and reimbursed by the Funds. None of the
fees and expenses described in this section wilae the management fee or performance-based
compensation described above.



ITEM 6 - PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

Prior to Separation, PDT will simultaneously managsets for the Fusion Fund and the MS Portfolio.
Since Morgan Stanley controls PDT until Separagod employees of PDT and the PDT Group have
deferred compensation linked to the performancéhefMS Portfolio, PDT will have an incentive to
devote more research and development time, and/@llacate investment opportunities, to the MS
Portfolio over the Fusion Fund.

After Separation, PDT will simultaneously managseas for multiple Funds. Because certain of the
Funds will have higher performance-based compenmsatian other Funds, and PDT employees are
expected to have more capital invested in thosed$uhan in other Funds, PDT will also have an
incentive to favor those Funds over the other Funds

As of the registration date, PDT will have adoptedie allocation and other policies and procedtiras
it believes are reasonably designed to address &b other conflicts of interest, which are déstiin
the offering materials of the relevant Fund.



ITEM 7-TYPESOF CLIENTS

PDT’s clients will be the Funds, which are pooladestment vehicles. Until Separation, PDT willcals
manage the MS Portfolio.

Fund investors will generally be required to mak@imum initial investments of $10,000,000. Fund
investors will generally be required to be “acctediinvestors” and “qualified purchasers” and meet
other investor qualification criteria required byp#cable securities and commodities laws and
regulations.



ITEM 8- METHODSOF ANALYSIS, INVESTMENT STRATEGIES, AND RISK OF LOSS
Methods of Analysisand Investment Strategies

PDT will use a quantitative investment approaciDTB researchers, many of whom hold advanced
degrees in mathematics and science, will seek émtiig indicators with predictive value, using
mathematical techniques. The indicators may bénieal (e.g., price or volume) or fundamental
(information relating to companies, industriesparkets). The research results will be incorparatéo
proprietary models that analyze large amounts aktime and historical data to generate buy or sell
orders in equity securities, futures contractifpr currency contracts, and other products.

PDT’s investment strategies will vary by assetsldrh forecasting technique, predictive horizonk ris
profile, and other characteristics. Some of PDstrategies will aim to be market neutral; othert take
directional market exposure within prescribed nisitameters. All of PDT’s quantitative strategies ar
designed to systematically identify, and take athge of, pricing anomalies and discrepancies irouar
related and unrelated securities and financiatunsénts.

The orders generated by PDT's investment strategids primarily be executed through PDT's
proprietary trading platform. PDT'’s trading platfowill seek to optimize order execution by manggin
market impact and risk across multi-period horizand by responding to changing market conditions.

PDT will monitor the strategies it trades on belwdlthe Funds and the MS Portfolio throughout thg d
and may intervene to reduce perceived risks ieitelves markets or assets are reacting to evetdggieu
the models’ design parameters.

Material Risks

The following is a summary of material risks for PB investment strategies and methods of analysis.
This summary does not describe every risk, andahhaif the risks described will be equally relevémt
each Fund. Investors should understand that dOF’'s investment strategies will involve substahti
risk of loss, including the potential loss of thentire investment. No guarantee or representé&iomade
that a Fund’s investment objective will be achievédind investors should carefully review the offgr
materials of the relevant Fund for additional imhation on the risks associated with an investmethe
Fund.

Quantitative Srategies, Model Risk

In managing the Funds’ portfolios, PDT will use giitative models that trade on signals that itdedis,

in the aggregate, are indications of future pricavement. However, financial markets are complitate
and can act in unpredictable ways. The modelzedilby PDT will not be able to take into accouhba

the complexities of the financial markets, inclglievents or circumstances that are not readily
foreseeable, such as natural disasters, accouraing, litigation, or regulatory developments. Bviall

of the assumptions underlying the models are ctrtieere is no assurance that prices will movehas t
models predict. As a result, PDT’s models may grenfsubstantially worse than expected, resulting in
losses.

The performance of quantitative models may decay twme. Models must be constantly reevaluated in
light of, and, in some cases, adjusted to accamtépidly changing market conditions. All chasge

models (including incremental improvements to aurn@odels) expose the Funds to the possibility of
unforeseen losses from a variety of factors, inolwdonceptual failures and implementation failures
The determination as to when to turnover a modahghk is complicated and involves balancing the



implementation and modeling risks associated withihg over new code with the expected benefits of
the change. If PDT turns over a new model tooldyior too slowly, the performance of a Fund may be
negatively impacted, and the Fund could incur nteysses. Fund investors may not be made aware o
any weaknesses or errors in models discovered Ay (Rigardless of whether or not such weaknesses or
errors are corrected by PDT).

Dependence on Technology

PDT’'s investment processes, including researchdymtion trading, risk management, and trade
allocation, are highly automated and rely heavitytechnology, including hardware, software, andepth
computerized or automated processes. The perfaamaira Fund, as well as various critical procesfes
PDT, could be severely compromised by coding errmosmputer viruses, telecommunications failures,
power loss, natural disasters, security breachefiyware related “system crashes,” disruption or
deterioration of services of third party providetstrorist attacks, and similar events. Any evibrat
interrupts PDT’s computer and telecommunicationsragons could result in, among other things, the
inability of PDT to establish, modify, liquidateetige, or monitor a Fund's investments and therefore
could have a material adverse effect on the operaésults of a Fund.

Reliance on Data

The quantitative models that will be utilized by P trade the Funds’ portfolios rely on historieaid
current market and other data provided by thirdigsr Any interruption in the flow of, or an indity to
appropriately process, such data could disrupt BRBility to effectively trade and manage the k.

In addition, no assurance can be provided thatddua supplied by third parties will be accurate.
Investment decisions made, or programming codeloped, on the basis of inaccurate information could
have a material adverse impact on the Funds’ gimrfo

Further, it will not be possible for PDT to intetgaall relevant data into the quantitative models i
develops. PDT will make subjective decisions rdimgy what data it should integrate into its moddts.
making such determinations, PDT may consider sactofs as it deems relevant in its sole discretion,
which may include the cost of obtaining such daid the reliability of the third party providing dudata.
No assurance can be provided that PDT will makecsiehs that result in the Funds achieving their
investment objective.

Human Error

While PDT’s trading strategies will primarily utieé quantitative models and automated processes, the
activities and decisions of the personnel will pdayital role in PDT’s investment approach.

PDT's personnel will make subjective decisions mplementing the trading strategies, including
determinations in connection with developing andkimg changes to quantitative models and decisions
relating to the timing of trade orders that arecpthmanually. Subjective decisions by individuadsld
result in unforeseen consequences to the tradiatpgtes, which could result in losses. The reteand
modeling processes utilized by PDT are complexrahdon theories and research being translated into
computer code. Any errors made by individualsuohstranslation to computer code or with respect to
the input of data may be difficult to detect andildoresult in errors in the models that resultaases.
Given the manner in which the Funds will trade,irmgle software coding error could result in the
execution of thousands of unwanted trades.

While PDT will take certain steps to attempt toigadte the risk of human error, such steps may be
unsuccessful, and, in any event, will never be &bleliminate all human error. Fund investors $thou



not expect to be made aware of model or technodogys discovered by PDT (regardless of whether or
not such errors are corrected by PDT). All ermsils be for the account of the Fund, except asfeeh
in the offering materials of the relevant Fund.

Freguent or Short Term Trading

The Funds will trade frequently. Consequently, Huads will bear significant brokerage, clearingd a
trading fees.

Competition Among Quantitative Managers; Correlated Trading

There are a large number of investment managetts utilize quantitative models in their trading
strategies. There may be attempts by other paatits in the market to duplicate PDT's models or
trading strategies. To the extent that such psraoa utilizing models that are similar to thoskzad by
PDT, a Fund may be competing for investment ortiatpe opportunities with such participants, and the
trading by such other persons may impact the oppities and profitability of the Fund. To the extte
that such participants take the same action witheet to a particular position as a Fund, thetgtoli the
Fund to purchase or dispose of its investmentttraictive prices may be adversely affected.

In addition, the liquidation of a large number afsjtions in a short period of time by market papants
that utilize quantitative models in their tradirigasegies could have a material adverse effechewalue

of a Fund’s portfolio. During the summer of 20@i7ere was a widespread de-levering by investment
managers using similar quantitative models thatated overlapping trades, high volatility, and
imbalanced liquidity. The liquidation of positiodsiring this period resulted in material lossesrfany
funds using quantitative models—even those funds did not initiate the de-levering. Any market
circumstance similar to, but not limited to, theegoing could have a material adverse effect on the
Funds.

Regulatory Focus on Algorithmic Trading

Algorithmic trading is the subject of ongoing reafory attention. The Securities and Exchange
Commission (“SEC”"), the Commodity Futures Tradingn@nission (“CFTC"), the European Securities
and Markets Authority, and the InterContinentalEaolpe, among other regulators and exchanges, have
undertaken efforts to review the impact of algamith trading on the functioning of markets and to
suggest systems and controls for trading parti¢gpemnameliorate any adverse impact. While theaichp

of such regulatory focus on PDT is not yet cleais possible that new regulations may require tamithl
transparency with respect to the trading strategsesl by firms deploying quantitative or algoritbmi
strategies, such as PDT. Such transparency recgmts would make it more likely that PDT's
proprietary trading strategies could become knownite competitors, which could have a material
adverse effect on the Funds.

New financial transaction taxes and higher exchdegg (for placing and/or cancelling orders) haserb
proposed, and even de minimis taxes or a smalk&se in exchange fees could have a substantial
negative impact on the returns of investment fuhdstrade frequently.

Key Personnel; Retention
The performance of the Funds will depend to a lalegree on the efforts of the individuals emplolgd

PDT. Competition among alternative investment rgerms is intense for the most highly skilled
individuals. If Peter Muller or any senior PDT doyee ceases to remain part of PDT, no assuramce ca



be given that PDT would be able to find and recauiéplacement with similar experience or abilityas
to the length of time the search for a replacementld take.

Leverage

The Funds will utilize leverage as part of thewdatment program, and the amount of such levemage i
expected to be significant. A Fund may obtain ftage by trading on margin or by trading derivative
instruments that are inherently leveraged (inclgdiamong other things, futures contracts, forward
contracts, options, and swaps). Leverage will greate the effect on the value of interests in adFaf

any increase or decrease in the market value skitarities, thus increasing the volatility of anBu In
addition, monies borrowed will be subject to ingtreosts that may or may not be recovered through
appreciation of the securities purchased or thiel yftem such securities. As a result of recenfppsals
that may require banking entities to hold higheels of capital (e.g., Basel Il capital ratio rslethe
financing costs to which the Funds are subject lk#lly increase. Any material increase in finarmgin
costs would have a material adverse effect on én@pnance of the Funds.

Counterparty Risk

The Funds will be exposed to the credit risk of thenks, brokers, dealers, exchanges, and other
counterparties through which they deal. The Fupdshe brokers or other financing counterparties wi
hold Funds assets, including assets held as aalldta margin loans or other financing providecdthe
Funds. If a prime broker or counterparty becomsslivent, the assets and/or collateral of the Finedts

by such prime broker or counterparty may not beverable by the Funds. Further, even if the Fuamds
able to recover a portion of such assets or ampsuth recovery could take a significant periotiroe.

The Funds will also be subject to risk of losshdit assets on deposit with a sub-custodian irteat of

the sub-custodian’s bankruptcy, the bankruptcynyf @earing broker through which the broker exesute
and clears transactions on behalf of the Fundshetbankruptcy of an exchange clearing house. The
Funds will also be subject to risk of loss of imds on deposit with non-U.S. brokers because n&n-U
regulatory bodies do not uniformly require suchkers to segregate customer funds.

In the case of the bankruptcy of a broker-dealssuth which the Funds deal, PDT may not be able to
fully resume trading for the Funds for some periddime due to its reliance on the insolvent breker
dealer for exchange connectivity and market datae opportunity cost to the Funds of not tradingsth
markets for a period of time could be substantial.

Short Sale Transactions

Short selling involves selling securities that nmymay not be owned by the seller and borrowing the
same securities for delivery to the purchaser, withobligation to replace the borrowed securitiea a
later date. Short selling allows the investor ttofip from declines in the value of securities. addition,
positions that are economically similar to sholésanay be established through derivatives trading.

A short sale creates the risk of a theoreticalllmiited loss, in that the price of the underlyirgcsrity
could theoretically increase without limit, expagithe short seller to the theoretically unlimitemsicof
buying those securities to cover the short positibhere can be no assurance that the securityssege

to cover a short position will be available for ghase. Purchasing securities to close out thet shor
position can itself cause the price of the se@sito rise further, thereby exacerbating the |&milarly,

a short position established synthetically throagterivative could also result in a substantias lidshe
value of the underlying asset or index actuallyéases rather than decreases.



Many jurisdictions have recently imposed restricéi@nd reporting requirements on short sellingr Fo
example, in 2008, the SEC suspended short seliirgver 900 public companies (including issuerd t
financial services industry) and, in 2010, the Sif©pted a short sale price test rule, which limgkedrt
selling an issuer following a 10% decline in itading price. These restrictions and reporting
requirements, and any restrictions and reportirguirements enacted in the future, may change the
manner in which a Fund trades and may prevent a frem successfully implementing its investment
strategies. In addition, reporting requirementatirey to short selling may provide transparencyato
Fund’'s competitors as to its short positions, whity have a detrimental impact on the Fund’s return

Equity Securities and Equity-Related Securities

The Funds will invest in equity securities and ra#go invest in equity-related instruments, sucktask
options and individual stock futures. The valuesqliity securities varies in response to many facto
Factors specific to an issuer, such as certairsaed by management, lower demand for its prodorcts
services, or even loss of a key executive, couddltén a decrease in the value of the issuer’'sriess.
Factors specific to the industry in which the isgu@rticipates, such as increased competition stsoof
production or consumer or investor perception, ltave a similar effect. The value of an issuerist
can also be adversely affected by changes in fiaemarkets generally, such as an increase indster
rates or consumer confidence, that are unrelatatieiassuer itself or its industry. These factansl
others can cause significant fluctuations in thiegsr of the securities in which a Fund invests el
result in significant losses.

PDT does not intend to perform due diligence onftmelamental soundness of the business model or
management of the issuers in which a Fund will $stvePDT’s models will not take into account all, o
potentially any, of the factors that contributdhe value of a particular company’s equity secesiti

Derivative Instruments Generally

Derivative instruments, or “derivatives,” includestruments and contracts which are derived frord, an
are valued in relation to, one or more underlyiagusities, financial benchmarks, or indices (esgaps,
credit derivatives, futures contracts, index fusyrrward contracts, and options). Many of trekgi
applicable to trading the underlying asset are ajgglicable to derivatives trading. However, thare a
number of additional risks associated with derixggi trading. Transactions in certain derivatives a
subject to clearance on a U.S. national exchanddaregulatory oversight, while other derivatias
subject to risks of trading in the over-the-counterkets or on non-U.S. exchanges. Derivatives may
entail investment exposures that are greater tigin initial margins or option premiums would sugge
meaning that a small investment in derivatives @¢oblive a large potential impact on a Fund’s
performance. Derivatives are also subject to wariother types of risk, including market risk, lidjty
risk, structuring risk, counterparty financial sdaess, credit worthiness and performance risk] ligla
and operational risk.

Currencies

A Fund may trade currencies on a speculative basis may otherwise have exposure to currencies
through securities, derivatives, and other instmimé¢hat it may choose not to hedge against the U.S
dollar. To the extent unhedged, the value of adFuassets will fluctuate with U.S. dollar exchamgtes

as well as the price changes of a Fund’s invessriarthe various local markets and currencies.sThan
increase in the value of the U.S. dollar comparedhe other currencies in which a Fund makes its
investments will reduce the effect of increases mnagnify the effect of decreases in the priceshef t
Fund’s securities in their local markets. Convigtsa decrease in the value of the U.S. dollar halle

the opposite effect on a Fund’s non-U.S. dollaus@es. Exchange rates can change dramatically ov



short periods of time, particularly during timesgadlitical or economic unrest or as a result ofcas
taken by central banks, which may be intended thrée affect prevailing exchange rates.

Hedging Transactions

The Funds will engage in hedging techniques, irimgha variety of derivative transactions. Hedging
techniques involve risks different than those afientying investments. In particular, the variatgree

of correlation between price movements of hedgmgruments and price movements in the position
being hedged creates the possibility that losseth@inedge may be greater than gains in the vdlae o
Fund’s positions. Although the contemplated usbeanfging instruments is intended to minimize tis& ri
of loss resulting from a decline in the value af tredged position, the use of such instruments|immty
any potential gain which might result from an irage in the value of such position. The abilityaof
Fund to hedge successfully cannot be assured.

Exchange-Traded Funds

The Funds will invest in exchange-traded funds &) for hedging or speculative purposes. While an
investment in an ETF is generally expected to Hawevolatility and to have a positive correlatianthe
performance of broader markets, an investment i8R that is specific to an industry or sector may
have higher volatility and lower correlation to therformance of broader markets. In addition, adFu
will be subject to fees (including, without limitah, management fees and/or distribution feesgapect

of its investment in an ETF, which will not offsie management fee and/or other fees to which d Fun
investor may be subject in respect of its investmena Fund. Moreover, as ETFs are investment
companies that are registered under the Invest@empany Act of 1940 (the “1940 Act”), a Fund (as a
private investment fund) will be limited in the pentage of any single ETF that it can acquire.

Money Market and Other Liquid Instruments

A Fund may, from time to time, hold cash, cash egents, U.S. Treasuries, and other short-term
securities, or money market funds in order to fuardticipated redemptions or expenses, manage
counterparty risk, or for such other reasons asro@hed by PDT in its sole discretion. Any such

temporary or defensive positions could prevent@dRuom achieving its investment objective.

Futures Contracts

A Fund may trade futures contracts. Futures priggsbe highly volatile. Because of the low margin
deposits normally required in futures and optioasihg, an extremely high degree of leverage igalp
of a futures trading account. As a result, a nadft small price movement in a futures contractyma
result in substantial losses to the investor.

Certain futures positions at times may be lessidighan at other times because certain commodity
exchanges limit fluctuations in certain futures tcact prices during a single day by regulationgmefd

to as “daily price fluctuation limits” or “daily mhits.” Once the price of a particular futures caot has
increased or decreased by an amount equal to thelidat, positions in that contract can neithee b
taken nor liquidated unless traders are willingffect trades at or within the limit. In additicghe CFTC
and various exchanges impose speculative posititsion the number of positions that a Fund may
indirectly hold or control in particular commodiie

Foreign futures transactions involve executing eledring trades on a foreign exchange. No domestic

organization regulates the activities of a foreggiehange, including the execution, delivery, amgichg
of transactions on such an exchange, and no damresgfillator has the power to compel enforcement of

10



the rules of the foreign exchange or the laws efftreign country. Moreover, such laws or regoladi

will vary depending on the foreign country in whitlfe transaction occurs. For these reasons, a Fund
may not be afforded certain of the protections Wlapply to domestic transactions, including thétrig

use domestic alternative dispute resolution procedu

Effect of Speculative Position Limits

The CFTC and various exchanges have rules limititeg maximum number of contracts which any
person or group may own, hold, or control. In #&ddi in applying such limits, the CFTC and various
exchanges may require aggregation of the positbemsed, held, or controlled by related entities.etxif
activities of PDT on behalf of a Fund are conductegarately from the activities of other funds and
accounts managed by PDT, Morgan Stanley, Chalkstres defined in Item 10 -- Other Financial
Industry Activities and Affiliations), or their dffates, it is possible that the CFTC and some arges
may require aggregation of a Fund’s positions tares contracts with positions held by such otheds
and accounts. Any such limits may adversely im@adtund; by way of example, such limits may
prevent a Fund from acquiring positions that migthterwise have been desirable or profitable. Ti& M
Portfolio may utilize available position limits, énas a result, the Funds, and not the MS Portfotiald

be required to limit their use of futures contractsliquidate their positions on such exchangesis |
expected that the MS Portfolio (before Separatamg other Funds (after Separation) will have pyori
over the Fusion Fund with respect to availabletposiimits.

Options

Although options may be used as a hedge againsgeBan market conditions, trading in options may
also be speculative. Options transactions mayitpelyhleveraged, and gains and losses are therefore
magnified. There could be adverse consequenae§tmd in options transactions, for example, if BDT
prediction of movements in the direction of thewsdies markets is inaccurate. If a Fund were titew

an uncovered call option, the Fund would be sulifettte risk of unlimited loss.

Swvap Agreements

PDT may enter into swap agreements on behalf airadlF Swap agreements are privately negotiated
over-the-counter derivative products in which tvestges agree to exchange payment streams that enay b
calculated in relation to a rate, index, instrumentcertain securities and a particular “noticaieount.”
Swaps may be subject to various types of riskdudneg market risk, liquidity risk, structuring kstax
risk, and the risk of non-performance by the cow@gy, including risks relating to the financial
soundness and creditworthiness of the counterp&tyaps can be individually negotiated and strectur
to include exposure to a variety of different typésnvestments or market factors. Depending airth
structure, swaps may increase or decrease a Fexplsure to equity securities, long-term or shemtat
interest rates, non-U.S. currency values, corpdrateowing rates, or other factors such as secprites,
baskets of securities, or inflation rates and nmmydase or decrease the overall volatility of ad=un
portfolio. Swap agreements can take many diffei@mhs and are known by a variety of names. A Fund
will not be limited to any particular form of swagreement if PDT determines that other forms are
consistent with the Fund's investment objective gmalicies. The most significant factor in the
performance of swaps is the change in individualitggvalues, specific interest rate, currency, threo
factors that determine the amounts of paymentstaliad from the counterparties. If a swap calls fo
payments by a Fund, the Fund must have sufficiasth availability to make such payments when due.
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ITEM 9-DISCIPLINARY INFORMATION

Not applicable.
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ITEM 10- OTHER FINANCIAL INDUSTRY ACTIVITIESAND AFFILIATIONS

The principal owners of PDT are Peter Muller andrdm Stanley. Morgan Stanley is a corporation
whose shares are publicly held and traded on the Xeark Stock Exchange under the symbol “MS”.
Morgan Stanley is a financial holding company untter Bank Holding Company Act of 1956, as
amended. As aresult, PDT is part of a large dlfibancial services and banking group and hasnassi
relationships with Morgan Stanley affiliates. Téeslationships can cause conflicts of interest.

Until Separation, PDT will be affiliated with MorgaStanley & Co. LLC (“MS&Co."”), a registered
broker dealer under the Securities Exchange AdiO8# (the “34 Act”). After Separation, PDT will no
longer be affiliated with MS&Co., although MorgateBley may own a preferred interest in PDT. PDT
expects that MS&Co. will serve as a prime broked amxecuting broker for the Funds and, prior to
Separation, may be the sole prime broker and eixecbiroker for the Fusion Fund. MS&Co. may
engage other affiliates of Morgan Stanley in itevsion of prime brokerage services to the Funds.
Certain employees of the PDT Group are currentlyistered representatives of MS&Co., but are
expected to cease to be registered with MS&Co. badome employees of PDT prior to the
Commencement Date. In addition, certain employdate PDT Group are, and until Separation will
continue to be, associated with Morgan Stanleyriatisonal Plc or Morgan Stanley Asia Limited, get
licensed by the UK Financial Services Authority ahe Hong Kong Securities and Futures Commission,
respectively. These individuals are expected tmhe employees of PDT or subsidiaries of PDT on or
around Separation. See Item 11 for detail on timdlicts of interest that can arise from theseliatfons.

Peter Muller, one of the principal owners of PDJ ai co-founder of Chalkstream Capital Group, L.P.
(“Chalkstream”), which is registered as an investtragviser with the SEC, where he serves as Chairma
of Chalkstream’s Investor Committee. Certain ptiédrconflicts of interest are expected to arise in
connection with Peter Muller’s involvement with timvestment management of Chalkstream, on the one
hand, and the Funds, on the other hand. For exarRglter Muller's involvement in Chalkstream may
require substantial time and effort, which time aiffibrt he might otherwise expend on managing the
Funds. In addition, even if activities of PDT orhb¥ of the Funds are conducted separately from the
activities of Chalkstream and its affiliates, ifpigssible that the CFTC and certain exchangesregllire
aggregation of the Funds’ positions in futures @mts with positions held by Chalkstream and its
affiliates.

As of the registration date, PDT will have adopfeiicies and procedures in connection with such
activities in order to address and monitor thes#liots of interest.
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ITEM 11 - CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT
TRANSACTIONS, AND PERSONAL TRADING

Code of Ethics and Personal Trading

As of the registration date, PDT will have adopée@ode of Ethics (the “Code”) pursuant to Rule 204A
1 under the Investment Advisers Act of 1940 (thelvisers Act”). Each of PDT's employees will be
required to acknowledge the Code. The Code walliire employees to act in the best interests ehtdi
and to refrain from putting their personal inteseabove the interests of clients.

The Code will require all employees to pre-cleadés for covered securities, as defined under tue C

in a personal account. The Code will also impasdihg periods and reporting requirements for ceder
securities. Trading on material non-public infotima will be prohibited by the Code. Investments i
private placements, participation in an outsideir®ss activity, and political contributions willqeire
pre-approval from the Chief Compliance Officer. eTGode will also place limits on the value of gifts
and entertainment that may be received and/or diyegmployees. Exceptions may be granted only with
approval from the Chief Compliance Officer. Vidatats of the Code will be subject to sanction.

Fund investors and prospective Fund investors nidgim a copy of the Code by sending a written
request to PDT Partners, LLC, 1745 Broadway, 23tdor- New York, NY 10019, Attention: Chief
Compliance Officer.

Participation or Interest in Client Transactions

Until Separation, PDT will simultaneously managseds for the Fusion Fund and the MS Portfolio. The
management of the Fusion Fund’s assets, on théamd and the MS Portfolio, on the other hand, will
raise conflicts of interest, and may result in adeeconsequences to the Fusion Fund.

In designing the investment model used by the Fusiond, PDT took into account the anticipated
impact of such strategy on the MS Portfolio. A®sult, PDT incorporated into the Fusion Fund’s elod

only signals that were not utilized or were undtlized by the MS Portfolio (i.e., signals that PDT
believed could be incorporated into the Fusion FRunmbdel without materially compromising the risk-
adjusted returns of the MS Portfolio). The decisas to which signals to incorporate into the Fusio
Fund’s model was, and in the future will be, inflaed by the fact that capacity related to certaynais

is used, or reserved for use, by other accountageahby PDT or its affiliates.

PDT expects the MS Portfolio and the Fusion Funtidwe correlated trading because they will trade
many of the same securities using related andiaitasi signals. As a result, PDT expects that trgdiy

the MS Portfolio will negatively impact the Fusiband. The degree of the impact will vary basedhen
size of each portfolio and the correlation betwtenFusion Fund and the strategies utilized byMise
Portfolio. As the size of the MS Portfolio andtbe Fusion Fund increases or the correlation betles
Fusion Fund’'s strategies and the strategies ulilizg¢ the MS Portfolio increases, this impact will
increase.

PDT does not currently intend to aggregate ordergshfe MS Portfolio with those for the Fusion Fund
and instead intends to trade the orders indepelydeBecause many of the strategies to be traded by
PDT for the MS Portfolio have shorter trading horig than the Fusion Fund, it is likely that in many
instances the MS Portfolio will buy (or sell) a ety or other instrument before the Fusion Funticlw
may cause the Fusion Fund to have its orders fdtea less favorable price than they would haverbee
filled in the absence of trading by the MS Portioliln addition, because strategies with shorteting
horizons are sensitive to (and trade in responsehanges in market conditions, the MS Portfolidl wi
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likely trade, on average, more often in the sanmrection as the Fusion Fund than in the opposite
direction, which may have a material adverse impadhe prices paid or received by the Fusion Fund.

Prior to Separation, Morgan Stanley will have comtius visibility into the positions traded on béludl
the MS Portfolio and therefore will be able to malexisions regarding withdrawal of capital with the
benefit of information that will not be provideditovestors in the Fusion Fund.

It is expected that, from time to time, positiongdhe MS Portfolio will be sold or otherwise tramsed to
the Funds. In negotiating the terms of such tretimas, Morgan Stanley will be acting solely fa dawn
interest and on its own behalf and not for therggeof, or on behalf of, the Funds or their retipec
investors. It is expected that a third-party wéliew the terms of each such transaction befare it
completion and approve or disapprove it on behfathe Funds. PDT, and not Morgan Stanley, will be
solely responsible for determining on behalf of Evends whether to effect any such transaction en th
terms offered by Morgan Stanley.

The officers and employees of PDT and its relaedgns may buy or sell securities or other instnime
that PDT recommends to the Funds. Moreover, PDY meeommend to the Funds the purchase or sale
of securities in which PDT or its officers, emplege or related persons have a financial interébese
transactions will be subject to PDT’s policies grdcedures regarding personal securities tradisg, a
well as to the requirements of the Advisers Act atieer applicable laws.

Broker-Dealer Affiliations

PDT expects that MS&Co. will serve as a prime brdke the Funds and that trades for the Fundsheill
executed through MS&Co., to the extent permittedlaunapplicable law, regulation, or regulatory
guidance, and subject to the agreement with MS&BDT expects that MS&Co. will have a substantial
portion of the Funds’ prime brokerage and tradingitess. If MS&Co. or any of its affiliates holdia
Fund’s assets fails or becomes insolvent, the Ruilidikely have difficulty recovering the asset® o
deposit. In addition, the Fund may be unable &oldrfor some period of time while it establishes
connectivity to other brokers, which would have @@nial adverse impact on the Funds.

In deciding whether to select and/or retain Mor&ianley to provide prime brokerage or other sesvice
and in negotiating the terms of such services, RIDIT be particularly conflicted. Due to PDT's
affiliation with Morgan Stanley prior to the Septiva, the fact that employees of PDT Group are
currently employed by Morgan Stanley, and the thet Morgan Stanley has an option to acquire a
preferred interest in PDT for a limited period ahé following the Separation, PDT will likely be
incentivized to select and/or retain Morgan Stardegr other parties to be one of the providersrioh@
brokerage or other services and to provide Morgaml&y with favorable terms in its role as service
provider.

PDT’'s recommendations to the Funds may involve ritsesi in which MS&Co., or its officers,
employees, or other affiliates, has a financiagriest. MS&Co. and its officers, employees, anceoth
affiliates, may purchase or sell for their own agus securities that PDT recommends to the Funds.

Subject to the restrictions imposed on such tramsec by applicable law, PDT will effect transaciso
through MS&Co. on an agency basis where MS&Co. adll as agent in connection with the purchase
and sale of securities from market participants anll charge the Funds a commission on the
transactions. Since these are agency transactiareg, will be no mark up or mark down on the pote
the security.
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PDT will effect transactions on behalf of the Futisldugh MS&Co. when, in its judgment, a Fund may
thereby obtain the best execution of the transact®ubject to its duty to seek best execution, PRy
effect such transactions through MS&Co. even thahghtotal brokerage commission for the transaction
may be higher than that which might have been @thby another broker for the same transaction.

PDT may effect “agency cross transactions” in whid&Co. acts as agent for both the buyer and seller
in the transaction. Any agency cross transactidhbe effected in compliance with applicable laag
well as policies and procedures PDT has designgueent and disclose potential conflicts of insere
MS&Co. can receive a commission from the seller #redbuyer when it executes transactions on an
agency cross basis under certain conditions.

On occasion, PDT may effect internal “cross” tratiems between Funds in which one Fund will
purchase securities held by another Fund. Sucisactions will be entered into generally only when
PDT deems the transaction to be in the best irtecd$oth Funds and at a price PDT has deternbyed
reference to independent market indicators and twiibelieves to constitute “best execution” forthbo
parties. Neither PDT nor any related party willeie any compensation in connection with suchssto
transactions.

PDT and its affiliated investment advisers may execlient transactions with broker/dealers thahdb
have their own clearing facilities and who may cleach transactions through MS&Co. MS&Co. will
receive a clearing fee for these transactions.

Exchange, ECN and ATS Activities

PDT’s affiliates have ownership interests in, andfoard seats on, exchanges, electronic commuaicati
networks (“ECNSs”), or other alternative trading tgyss (“ATSs”). In certain instances, PDT’s affiéia
may be deemed to control one or more of such exE®ECNS, or ATSs based on the level of such
affiliates’ ownership interests and whether sudiliaties have board representation. Consistertt vt
fiduciary obligation to seek best execution, PDTypfaom time to time, directly or indirectly, effec
Fund trades through exchanges, ECNs, or other AmSsghich PDT's affiliates have an ownership
interest, which may confer an indirect economicdfié¢ron PDT's affiliates. Currently, PDT’s affilies
own over 5% of the outstanding voting securitied/anhave a member on the board of (i) BATS Trading
Inc., operator of BATS Electronic Trading Netwodofmmonly referred to as “BATS"), (ii) the entities
that own and control the Block Interest Discoveprvg&e (commonly referred to as “BIDS”), (iii) the
entity that owns and controls Pure Trading, (ivjuidity Hub Limited, (v) Turquoise, (vi) TradeWeb
Newco, (vii) OTC Derivnet, (viii) Municenter, (iXxYlarkit, (x) FxAll, (xi) ICE US Holding Company, LP,
(xii) Olivetree, and (xiii) Chi-X Global HoldingsllC (CXG). PDT's affiliates may acquire interests i
and/or take board seats on, other ECNs or othersAd®Sincrease ownership in the entities listedvapo
in the future.

PDT’s affiliates receive cash credits from certakthanges, ECNs, and ATSs for orders that provide
liquidity to their books. Such exchanges, ECNsl Al Ss also charge explicit fees for orders thataex
liquidity from their books. From time to time, tla@nount of credits that PDT’s affiliates receivenfr
one or more exchange, ECN, or ATS may exceed theuaimhat is charged. Under these limited
circumstances, such payments would constitute pat/foeorder flow.

| nvestment Banking Activities

PDT believes that the nature and range of cliemtwiom Morgan Stanley affiliates render investment
banking and other services is such that it woulihbdvisable to exclude these companies from a 'Bund
portfolio. Accordingly, it is likely that a FundBoldings will include the securities of corporaisofor
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whom Morgan Stanley affiliates perform investmeanking and other services. To meet applicable
regulatory requirements, there will be periods wR&T will not purchase or sell securities of conmipan
for which Morgan Stanley affiliates are performimyestment banking services. Investors will not be
advised of that fact. In addition, PDT generaliyl wot purchase or sell securities of companied tre
directly or indirectly controlled by Morgan Stanley

Investment Limits

Various federal, state, or foreign laws, rules segllations, as well as certain corporate chagdopted

by issuers in which PDT may invest, limit the pertege of an issuer’'s securities that may be ownyed b
PDT and its affiliates. PDT is more likely to haie curtail trading as a result of these limits than
investment advisers that are not affiliated wittgéafinancial institutions or financial holding cpanies.
These ownership limitations may be in the formashong others: (i) a strict prohibition against awgni
more than a certain percentage of an issuer’s isiesufthe “threshold”); (ii) a “poison pill” thatvould
have a material dilutive impact on the holdingghat issuer should PDT and its affiliates excees th
threshold; (iii) provisions that would cause PDTdaits affiliates to be considered “interested
stockholders” of an issuer if PDT and its affilatexceed the threshold; and (iv) provisions thay ma
cause PDT and its affiliates to be considered d&ii&e” or “control person” of the issuer. PDTillv
generally avoid exceeding the threshold in thegmtbns. With respect to situations in which Pand

its affiliates may be considered “interested staddters” (or a similar term), PDT will generally dslo
exceeding the threshold because, if it were considan interested stockholder, PDT, along with its
affiliates, would be prohibited (in some cases ab®®ard and/or shareholder approval) from entering
into certain transactions or performing certairviees (including investment banking, financial ambriy,
and securities lending) with or for the issuer. other cases, PDT and its affiliates will generallypid
exceeding the threshold because if they did, theyldvbe deemed affiliates of the issuer and theedbe
restricted in trading the issuer’s securities.

General Processwith Potential Conflicts

All of the transactions described above involve plogential for conflicts of interest between PDTitsr
related persons and the Funds. The Advisers Agbsms certain requirements designed to decrease the
possibility of conflicts of interest between an @stment adviser and its clients. In some cases,
transactions may be permitted subject to fulfilltnehcertain conditions. Certain other transactiomy

be prohibited. In addition, PDT and its affiliateave in some cases, and will in other cases turtesti
policies and procedures designed to mitigate ausfidf interest and resolve conflicts of interestben

they do arise, in a manner that is consistent WIE's fiduciary duty to its clients and compliesthwvi
applicable law.
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ITEM 12 - BROKERAGE PRACTICES

When selecting trading and other counterpartied,eMaluating the performance of those counterpgrtie
PDT'’s brokerage committee will take into accountuanber of factors, including, without limitation,
commission rates, trading and technology infrastmec (including speed and reliability of execution)
stock lending supply and rates, ability to execamel process transactions with appropriate levels of
confidentiality, operational processes, and tharfaial strength, integrity, and stability of theoker or
counterparty. Item 11 (“Broker-Dealer Affiliatichand “Exchange, ECN and ATS Activities”) above
describes in greater detail the manner in which RDAy utilize an affiliated party to effect client
transactions and the conflicts of interest thatarase.

PDT may select a broker-dealer that furnishes Pibdctly or through correspondent relationships with
research (including third-party research) or otbervices which provide, in PDT’s view, appropriate
assistance to PDT in the investment decision-makirggess. Such research or other services may
include research reports on companies, industiigd,securities; economic and financial data; ecanom
surveys and analyses; recommendations as to spewfiurities; financial publications; computer
databases; quotation equipment and services; atwéssdware that cannot be otherwise be acceased i
certain markets; and technological solutions netptio data distribution, data center space, androth
services. In some circumstances, the commissiaigsgn transactions with broker-dealers or merahant
providing such services may exceed the amount andttoker-dealer or merchant would have charged
for effecting such transactions. Although PDT doest currently expect to have “soft dollar”
arrangements, it retains the flexibility to entertoi such arrangements in the future. Any such
arrangements are expected to be in complianceSuttion 28(e) of the U.S. Securities Exchange Act o
1934, as amended.

PDT does not currently intend to aggregate ordasmwever, in the future, purchases and sales of
securities for a Fund may be aggregated or bunefitcbrders for other accounts managed or adviged b
PDT or its affiliates (including, without limitatig the MS Portfolio). When a broker or dealer aarfitl

all orders at the same price, PDT or an affiliferéof may, in its discretion, average the varimuees,
and charge or credit accounts with the average prichus, the effect of the aggregation may opevate
some occasions to a Fund'’s disadvantage.
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ITEM 13- REVIEW OF ACCOUNTS

PDT will operate multiple automated and manual gsses to monitor ongoing trading activity. These
reports and alerts are designed to ensure thahdgrattivity is consistent with the general investm
objectives of each Fund, and provide timely infaiiorato portfolio managers or heads of strategy, as
applicable, and the operations team.

Reports

PDT will provide investors in each Fund with momthritten reports setting forth each investor's
investment in the Funds and certain other inforomtiEach Fund investor will also be furnished vath
set of audited financial statements for each relefiacal year and, where applicable, a Schedule df-
other IRS Form indicating such investor’s shar¢hef Fund’s income, gain, loss, deductions, anditsred
relevant for U.S. federal income tax purposes.
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ITEM 14 - CLIENT REFERRALSAND OTHER COMPENSATION

Not applicable.
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ITEM 15- CUSTODY

PDT will be deemed to have “custody,” as definedamRule 206(4)-2 under the Advisers Act, of the
assets for the Funds for which its affiliate serassgeneral partner or for which PDT is the marggin
member. In those cases, the Funds will providatedidinancial statements on an annual basis in

accordance with applicable law.
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ITEM 16 - INVESTMENT DISCRETION

PDT will have discretionary authority to manage #ssets of the Funds. PDT'’s discretion will be
exercised in a manner consistent with the statessiment objectives and guidelines of each Fund.
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ITEM 17-VOTING CLIENT SECURITIES

In order to eliminate potential conflicts of intstg, PDT will retain a third party vendor to prozigroxy
advisory and voting services on behalf of the Fun®uch services will include in-depth research,
analysis, and voting recommendations as well as ggecution, auditing, and consulting assistance fo
the handling of proxy voting responsibility. Fuimestors may request information on PDT’s proxy
voting policies by sending a written request to FEaFtners, LLC, 1745 Broadway,26loor, New York,
NY 10019, Attention: Chief Compliance Officer.
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ITEM 18- FINANCIAL INFORMATION

Not applicable.
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