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Item 2 — Material Changes

The following changes have been made to this Bnachkince the Adviser’'s annual amendment
to this Brochure dated and filed with the SEC onrdW&29, 2012:

(@)

(b)

(€)

(d)

(e)

References in this Brochure to the name of the #ahig prior Chief Compliance
Officer, who has recently left the firm, have beeplaced with generic references to
the Adviser's Chief Compliance Officer. For infaation regarding the Adviser's new
Chief Compliance Officer as well as other inforroatabout the Adviser, please see the
Adviser's Form ADV Part 1, which is available onethSEC's website at
www.adviserinfo.sec.gov

Under “Item 4 — Advisory Business,” the Adviser'strassets under management have
been updated to reflect information as of Decen3lie2012.

Certain references to (i) Breeden European Ventut€s, a former affiliate of the
Adviser and (ii) Breeden Partners (Cayman) Ltd. Bneéeden Partners Holdco Ltd.,
which together were an offshore master-feeder &ingcture managed by the Adviser,
have been eliminated.

Joshua Fenton, the Adviser’'s former Director of d&desh and Trading is no longer
with the firm. Michael Keating serves as the fisnthterim Director of Research and
Trading. However, Richard C. Breeden continues dves as Chairman and Chief
Investment Officer of the Adviser and be resporsibl the management of the Funds’
investment portfolios.

Certain other clarifications and updates have beade.

This Brochure is amended on annual basis to reflacent information about the Adviser.
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Item 4 — Advisory Business

Breeden Capital Management LLC (the “Adviser”) Hasen in operation since 2006. The
Adviser is principally owned by the Honorable RiahaC. Breeden, former Chairman of the
Securities and Exchange Commission from 1989 td319®ir. Breeden also serves as Chief
Executive Officer, Managing Member and Chairmantloé Investment Committee of the
Adviser.

The Adviser currently provides advisory serviceddor clients: (1) Breeden Partners L.P., a
Delaware limited partnership, (2) Breeden Partn@alifornia) L.P., a Delaware limited
partnership, (3) Breeden Partners (California) .P.l.a Delaware limited partnership and (4)
Breeden Partners (New York) I L.P., a Delawaretkahipartnership (collectively, the “Funds”). .

The substance of the disclosure in this Form ADaft RA is applicable to all the Funds. As of
December 31, 2012, the Adviser had approximatelp6300,000 in net assets under
management on a discretionary basis.

The Adviser's management of each Fund, and thestefrany investor’s investment in a Fund,
are governed exclusively by the terms of that Fsmafganizational documents, confidential
offering memorandum, limited partnership agreement memorandum and articles of
association, investment management agreement, wstrgption agreement (collectively, the
“governing documents”). All discussions in this brochure of the Funds, theiinvestments,
the strategies the Adviser uses in managing the Fdga, and the fees associated with an
investment in the Funds are qualified in their entiety by reference to the Funds’ governing
documents.

Item 5 — Fees and Compensation

Management Fee. The Adviser generally charges each Fund a fee ‘Management Fee”)
equal to 2% of the Fund’s capital under managertwhich includes contractually committed
capital that has not yet been contributed to thedfwcalculated and payable quarterly in
advance. The Management Fee may be deductedlyliitech each Fund or the Investor in the
Fund may pay the fee directly. Any commitment gted from an investor after the first
business day of a quarter will be subject to arpted Management Fee for that quarter. In
addition to the Management Fee, each Fund is daoged a performance-based allocation or
fee (an “Incentive Allocation”) payable to the Ader or an affiliate of the Adviser consisting of
a percentage of realized and unrealized profitst &more detailed discussion of the Incentive
Allocation, see Item 6 below.

In certain circumstances, the Adviser may reducadify, waive, or defer the Management Fee
with respect to one or more investors in the Funiflanagement Fees may be negotiated by
investors depending on size of the investment, tauraof “lock up” and other limited
circumstances. Certain of the investors in thedsuypay a lower management fee. Except as
agreed otherwise, investments by the Adviser, iaf$ of the Adviser and each of their
respective employees will not be subject to a Manant Fee.



Expenses. The Funds pay all out-of-pocket expenses rajdtirtheir operations. The Funds also
pay the out-of-pocket costs associated with reb@agc making and realizing investments
including travel expenses related to the analysischase or sale of investments whether or not
such investment is consummated. Any investmenersg relating specifically to a proposed or
actual special situation investment will be char¢gedhe base capital accounts of the investors
participating in the special situation investment/ar their respective special situation capital
accounts, as determined by the General Partnés sole discretion, in proportion to each such
investor’s relative participation. In the eveng thunds invest in a master fund, each Fund will
bear it'spro rata share of the organizational and other expens#seofnaster fund. Each of the
Adviser and the General Partner pays compensatists ©f its employees, rent and other
overhead expenses of the Adviser and the GenerialdPa

Other Expenses of the Funds. The Adviser generally is not responsible for arpenses or fees
in connection with the management of the Fundsrdtian as set forth in each Fund’s governing
documents. Any fees received by the Adviser orpiiigicipals as a result of such Fund’s
investment in a portfolio company (including diest fees) will be credited to Funds by
reduction of the Management Fee (but not below)z&rde paid by such Fund, or otherwise
including contributing any shares received to tbads, net of taxes and other expenses due.

More Information. A more complete description of the fees and Bgpe paid in connection
with an investment in each Fund, as well as theeesps of each Fund, is available in the
confidential offering memorandum and other govegndocuments of such Fund, which are
made available to each prospective investor befardyy the time of, any investment in the
Fund.

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

In addition to the Management Fee, Breeden Capialners LLC (the “General Partner”), an
affiliate of the Adviser which serves as generatmpa to each of the Funds receives an annual
Incentive Allocation generally equal to 20% of thenulative net realized and unrealized profits
for the fiscal year after deduction of expensesliegiple to that investor's investment in the
Fund. The Incentive Allocation may be deductedltocated directly from each Fund and paid
or allocated to the General Partner or the Adwiggraid by the Investor in the Fund directly to
the General Partner or the Adviser.

If any investor makes a partial or total withdraviraim the Fund as of a date other than the last
business day of a fiscal year, the Incentive Allimcais calculated as of the withdrawal date with
respect to the amount withdrawn. Additionally, ttee extent that a withdrawing investor
continues to participate in an investment aftehdnawal, an Incentive Allocation applicable to
net realized gains, if any, on such investment lagllapplied once such investment is realized or
deemed realized.

The Incentive Allocation is subject to a “net lassry-forward” provision under which any
accumulated net losses and Management Fee expgpissable to an investor's investment in
the Fund as of the end of each fiscal year areechforward to subsequent fiscal years (subject
to pro rata reduction upon withdrawals made byilvestor and acquisitions and dispositions of



certain investments), and must be recouped befortn@entive Allocation is payable in any
fiscal year until with respect such investmenthie Fund. The Adviser or the General Partner
generally does not receive an Incentive Allocathoth respect to an investor’s interest in a Fund
in any fiscal year until, and only to the exterdttithe investor’s share of subsequent net profits
exceed the investor’s previous net loss carry-fodveenounts.

The Adviser may waive, reduce or modify all or atjd the Incentive Allocation otherwise due
with respect to any Fund investor. The Adviseroaitsay negotiate modified Incentive
Allocation arrangements with investors, and haseegrto modified terms relating to the
Incentive Allocation with certain large investor§hose modified terms include the requirement
that the Fund they invest in outperform a hurdte (an addition to the requirement that the Fund
make up for any losses under the “net loss camydod” provision) before the General Partner
is entitled to an Incentive Allocation with respedot such investor's investment in the Fund.
Performance fees may be negotiated depending om @lizinvestment or other limited
circumstances. Except as agreed otherwise, inesgsny the Adviser, affiliates of the Adviser
and each of their employees will not be subjeetrtdncentive Allocation.

The Adviser and the General partner will complyhvitie applicable requirements of Rule 205-3
under the Investment Advisers Act of 1940 (the “Advs Act”) in connection with the
structuring of all Incentive Allocations.

Please see Item 8 under the heading “Incentivecation” for the risks associated with the
Incentive Allocation.

Item 7 — Types of Clients

Currently, the Adviser provides investment advigelasively to the Funds (each of which is
referenced in Item 4 above). The Funds’ interastsprivately placed and only offered to those
investors that are accredited investors for theg@ses of Regulation D of the Securities Act of
1933 as amended and qualified purchasers as defin&kction 2(a)(51) of the Investment
Company Act as amended. In the future, the Adwisay, in its discretion, manage other types
of funds or accounts with differing investment sdtges, higher or lower fees, and different fee
structures, than those applicable to the Funds.

The Adviser generally requires that each investakema minimum initial capital commitment of
$5 million in a Fund. However, the Adviser or tBeneral Partner in their sole discretion may
accept lesser minimum capital commitments.

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

General. The Adviser manages each Fund in accordance tivthnvestment objectives and
strategies disclosed in the applicable Fund’s demfiial offering memorandum. Investors and
prospective investors in a Fund should consultéevant confidential offering memorandum to
see which methods of analysis, investment stradgeagid risks are most relevant to that Fund.



Methods of Analysis. The Adviser utilizes fundamental analysis andeaearch-intensive
approach to identifying and evaluating investmeppartunities. The Adviser generally
conducts its own “bottom up” analysis of investmepportunities, which includes a detailed
financial and corporate governance analysis.

Investment Strategy. The Adviser's investment strategy is generadlyinvest in the equity
securities of a limited number of mid- and large-pablicly-traded companies organized in the
United States or Canada where the Adviser belig¢hiese is the possibility for significant
appreciation in value and that the Adviser can meffective catalyst to create change in the
companies’ business policies and/or corporate g@aere practices in order to unlock or restore
value in a reasonable period of time.

The Adviser seeks to implement this strategy bykisgeto eliminate value-diminishing
management actions through the use of various igaebs, which include but are not limited to,
working with company management and boards to ¢ake=ctive action such as share buybacks,
scaling back acquisition strategies, improvememtsdisclosure practices and compliance
programs and changes in personnel or compensatidre Adviser seeks to encourage and
support management teams and boards in takingatiovgeactions that are likely to enhance
value. However, if persistent underperformancetinars and a company is not willing to end
its value-diminishing actions, the Adviser will @der and has taken other actions including, for
example, sponsoring shareholder proposals, seekiagges in the composition of a company’s
board of directors or obtaining one or more seatsttee board of directors. The Adviser
generally employs the same investment strateggdoh Fund.

Principal Risks.

The Adviser’s strategy entails significant riskslaan investment in a Fund is suitable only for
sophisticated individuals and institutions for wham investment does not represent a complete
investment program and who fully understand and capable of bearing the risks of an
investment in this strategy. Investing in secesitinvolves risk of loss that the Funds and their
investors should be prepared to bear. The follgws a description of certain of the most
significant risks involved in the Adviser's strajegAs the Adviser’'s investment programs
develop and change over time, clients and Fundstove may be subject to additional and
different risk factors. For a more complete dgdmn of the risks associated with investing in a
Fund managed by the Adviser, please refer to thevaet Fund’'s confidential offering
memorandum.

No Assurance of Investment Return. The Adviser's investment strategy requires a long-term
commitment with no certainty of return. Investgenerally may not withdraw an investment in
the Fund for at least twenty-four months from tlaéedof the investment. There is no assurance
that the Adviser will be able to generate returos the Funds or that the returns will be
commensurate with the risks of investing in thestgh companies and transactions in which the
Funds invest. An investment in a Fund should delyonsidered by persons or entities who can
afford a loss of their entire investment. Any pastformance of persons or investment entities
associated with the Adviser and its affiliates @ necessarily indicative of the future results and
may not be construed as an indication of futuraltes



Active Shareholder Strategy. The success of the Adviser’s activist shareholttateyy generally
requires, among other things: (i) that the Advigesperly identify portfolio companies whose
equity prices can be improved through corporateanstrategic action, (ii) that the Adviser
acquire for the Funds sufficient shares of the sges of such portfolio company at a
sufficiently attractive price, (iii) that the Adwas acquire sufficient shares to allow the Funds to
influence company management, (iv) a positive respofrom management of portfolio
companies to shareholder activism, (v) a positegponse by other shareholders to shareholder
activism and the Funds’ proposals and (vi) a pasitesponse by the markets to any actions
taken by portfolio companies in response to shddenoactivism. None of the foregoing
elements can be guaranteed to succeed and, inoaddite management of portfolio companies
may take defensive or other measures that erodieerrahan increase, shareholder value.
Moreover, even if the prices for a portfolio compansecurities have increased, no guarantee
can be made that there will be sufficient liquiditythe markets to allow the Adviser to dispose
of all or any of its securities therein or to realiany increase in the price of such securitieg hel
by it.

Management Opposition. The success of the Adviser’s investment strategg part premised

on its ability to create additional value in politbocompanies by working with management to
improve the strategy and operations of these cormapamd by otherwise applying the tools and
rights of active and constructive shareholder osimgr There can be no assurance that the
management of any portfolio company will agreehe Adviser’'s proposed strategic initiatives
or that the strategy or strategies that Advisephieéd implement will be effective. In addition,
implementation of the Adviser's investment strateggly subject clients and its affiliates to
potential risks and liabilities to which they wouwdtherwise not be subject, including the costs of
litigation and other claims. Target companies mespond to the Adviser’'s proposals by taking
defensive measures designed to prevent sharehdtdensrealizing value through initiating a
new business strategy or a restructuring prograrhese defensive measures may adversely
affect the value of the investment or frustratelenpentation of its operating plan.

Limited Information. In general, the Adviser’s investments will bedadased on information
available to the public at large. By comparisonyaiely negotiated transactions, the type of
transactions pursued by most private equity angarate buy-out funds, are usually completed
based on information gathered through contact aitt access to the counter-party’s records,
facilities and personnel. Therefore, there is greask that the Adviser may invest on the basis
of incomplete or inaccurate information that mayedely affect the investment performance,
particularly with respect to adverse informatiort disclosed to the public, which could impact
both initial and ultimate valuation, as well as Ierpentation of the operating plan.

Higher Investment Expenses. The Adviser’'s investment strategy could producghér
investment expenses that will be borne by the Fumdsticularly if the Adviser faces
management opposition or the Adviser resorts tosomea to protect the value of its minority
investments that involve litigation or shareholdgrvernance activities, such as a proxy
solicitation.

Adverse Publicity. If the Adviser on behalf of the Funds must redortmeasures, such as
litigation or proxy solicitations, in order to peutt the value of the Funds’ investments, such
activities could produce negative publicity. White Adviser believes that the confidentiality of
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the investors in the Funds will be protected, ther@o certainty that such adverse publicity
might not have adverse consequences for the imgeshe Adviser and the Funds.

Impact of Uncertainty. The Adviser’s attempts to realize value throughating a new business
strategy or a restructuring program for a portf@ampany may introduce uncertainty into the
company’s relations with its employees, customadssuppliers, which may adversely affect the
company’s business and its share price.

Availability of Suitable Investments. There can be no assurance that investments beill
available for the Adviser’'s investment activities that available investments will meet
investment guidelines. Changes in various facimduding, among others, general economic
conditions, general political conditions, secustiaarkets conditions, tax burdens or domestic or
foreign instability) may also adversely affect thailability of suitable and attractive investment
opportunities. The activity of identifying, compleg and successfully disposing of attractive
strategic minority investments is competitive amdolves a high degree of uncertainty.
Furthermore, the Adviser cannot provide assuraheg it will be able to choose, make and
realize investments in any particular company atfplio of companies. Investors do not have
an opportunity to evaluate for themselves the atéeconomic, financial and other information
regarding the investments to be made and, accdydiwdl be dependent upon the judgment and
ability of the Adviser to identify suitable investmts. The Adviser on behalf of the Funds may
make investments which the Adviser ultimately deiees would not benefit from the
application of the tools and rights of active ammhstructive share ownership, and thus, the
Adviser cannot provide assurance that it will inmpént the intended activist investment strategy
with respect to any portfolio investment.

Minority and Non-Controlling Investments. In general, the Adviser intends to invest in mityori
non-controlling positions of companies, generallwnong less than 10% of a portfolio
company’s voting shares and typically foregoingrdaseats in order to retain its ability to easily
transact in such shares of the portfolio companpeamalf of its clients. As a result, the Adviser
typically has a limited ability to exert significaimfluence over its portfolio companies. In such
cases, the Adviser is reliant on the existing mansnt and board of directors of such
companies, which may include representation of roitnéestors with whom the Adviser is not
affiliated and whose interests may conflict witre timterests of the Adviser and its clients.
Therefore, the Adviser’s abilities are limited ireating additional value in portfolio companies
by effecting changes in the strategy and operaibrisese companies or to protect its positions
in such portfolio companies. However, in some satfee Funds will own more than 10% and
the Adviser’s principals may hold a board seat opoefolio company which may limit the
Funds’ ability to transact in such portfolio compan

General Economic Conditions and Financial Market Fluctuations. General economic and

business conditions may affect the Adviser's atési Interest rates, the price of securities,
general market fluctuations and participation blgeotinvestors in the financial markets may
adversely affect the value of the investments gldhe Adviser. Instability in the securities

markets may also increase the risks inherent inntrestments.

General Business and Management Risk. Investments made by the Adviser on behalf of the
Funds or accounts will be subject to the risks @ased with the business in which the portfolio
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companies are engaged, including market conditi@hsnges in regulatory requirements,
general economic downturns and other factors.

Restrictions on Liquidity of Investments. In some cases, the Adviser may be prohibited by
contract or regulatory reasons from selling certaaurities for a period of time. Although, the
Adviser invests in publicly traded securities, Hggregate position may represent a significant
portion of the outstanding public float of a pautexr company, creating a degree of illiquidity
when the Adviser wishes to dispose of or reduc@adtstion in such company by selling shares
into the market. In the event that the Adviserua@s an interest in a company and an officer or
employee of the Adviser serves as an officer oedlar thereof, the filing of various forms
required by Section 16(b) of the Exchange Act as giathe process of buying or selling shares
may impact negatively the price of the shares ¢hatbe obtained by the Adviser. If the Adviser
were forced to sell such an investment, it may negeive fair value for such investment. In
addition, the Adviser's employees as part of tlukities as directors may receive material non
public information and the Adviser may not be afoléransact in the security without violating
the security laws.

Risks Arising from Provision of Managerial Assistance. The Adviser has and may in the future
designate one or more directors to serve on thedbafadirectors of portfolio companies. The
designation of directors and other measures omgii@eg to exert influence over a portfolio
company could expose the assets of the Funds itosclay a portfolio company, its security
holders and its creditors.

Portfolio Company Leverage. The portfolio companies may have capital stmeaguwith
significant leverage. Consequently the leveragequtaastructure of such portfolio companies
will increase their exposure to adverse factordhsag rising interest rates, downturns in the
economy or a deterioration in the business of #gar company or its industry, and may impair
such companies’ ability to meet their debt obligasi.

Concentration. The Adviser’s strategy generally limits the nanlof investments made on
behalf of the Funds. Thus, the Funds may be heawiicentrated at any time, in only a limited
number of industries, geographies or investment® the extent the Adviser concentrates
investments in a particular issuer; the Funds’ fpbos may become more susceptible to
fluctuations in value resulting from adverse ecomor business conditions affecting that
particular issuer.

Investments in Undervalued Securities. The Adviser’'s primary strategy is to invest imet
securities of underperforming companies. The ifleation of investment opportunities in the
securities of underperforming companies is a diffitask, and there can be no assurance that
such investment opportunities will be successfralyognized or acquired. While investments in
the securities of underperforming companies offex vpportunity for above-average capital
appreciation, these investments involve a high ekegof financial risk and may result in
substantial losses. Returns generated from thesiments may not adequately compensate
investments for the business and financial riskum&d. Investors should be aware that they
may lose all or part of its investment and the Advimay be forced to sell, at a substantial loss,
the securities of underperforming companies thae mt achieved projected value. In addition,
the Adviser may be required to hold such securit@@sa substantial period of time before
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realizing their anticipated value. During this ipdy a portion of a Fund’'s assets would be
committed to the securities purchased, thus posgitdventing the Adviser from investing in
other opportunities on behalf of such Fund.

Risk Arbitrage. Some portfolio companies in which the Adviserests may be the subject of
mergers, takeovers, bankruptcies, reorganizati®mn-offs, or other special investors.
Substantial transactions failure risks are involwedhese situations. Certain transactions are
dependent on one or more factors to become eftecsich as market conditions, shareholder
approval, regulatory and other factors. No assgaran be given that the investments in such
portfolio companies or proposed transactions vaBult in profitable investments or that the
investment will not incur substantial losses assaiit.

Legal, Tax and Regulatory Risks. The Adviser and the Funds must comply with wasitegal
requirements, including those imposed by securlaes, tax laws and pension laws. Should
any of such laws change, the legal requirementghich the Funds and investors in the Funds
may be subject could differ materially from the remt requirements and adversely affect the
investors and the Funds.

The Adviser's investment activities will be subjet compliance with federal and state
securities laws which may, among other thingsrictsir prohibit the Funds from transacting in
a portfolio investment. For example, federal sei@s law considerations relating to trading
while in the possession of material non-public mfation or restrictions on “short swing”
trading profits may limit the ability of a Fund bty or sell securities of portfolio companies.
Under Section 16(b) of the Securities and Exchakgeof 1934 (the “Exchange Act”), holders
of more than 10% of any class of equity securitiea company registered under Section 12 of
the Exchange Act and certain officers and directdrsuch an issuer are prohibited from any
purchase and sale, or any sale and purchase, cécanity or derivative security of such issuer
within any period of less than 6 months. If thevisér on behalf of the Funds engages in a
transaction that results in short-swing profit® Bunds may be required to return the amount of
such profit to the issuer, which could adversefgafthe overall return on investment realized
by the Funds. Measures to avoid short-swing lighhay limit the ability of the Funds to buy
or sell securities of portfolio companies.

Moreover, in connection with any acquisition of bBaal ownership by the Adviser of more
than 5% of any class of the equity securities gbmpany registered under the Exchange Act,
the Adviser may be required to make certain filinggh the SEC. Generally, these filings
require disclosure of the identity and backgroundhe purchaser, the source and amount of
funds used to acquire the securities, the purpbgedransaction, the purchaser’s interest in the
securities, and any contracts, arrangements orriakilegs regarding the securities. In certain
circumstances, the Funds may be required to agigrdbair investment position in a given
portfolio company with the beneficial ownershiptbft company’s securities by other parties,
which could require the Funds, together with sutien parties, to make certain disclosure
filings or otherwise restrict the Funds’ activitiegith respect to such portfolio company
securities. In addition, in such case, the Fundyg be required to register under the Exchange
Act, which may impose some filing requirements lovestors.

Antitrust or other regulatory requirements may isgdiling fees and other additional expenses
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on the Funds and may adversely affect the Fundstyato acquire or dispose of investment
positions (including without limitation, in situatis where an employee or person otherwise
affiliated with the Adviser or one of its affilisgeserves as a director of a portfolio company or
the Funds maintain certain levels of share ownprshcontrol).

Counterparty and Financial Institutions Risks Generally. The Funds enter into many
transactions with third parties in which the faduwf the third party to perform its obligations
under a contract could have a material adversectetfie the Funds. Although the Adviser
intends to engage in transactions with responsitmterparties, there are no counterparty credit
constraints on the Funds and there can be no assuthat any such counterparties will not
default on their obligations.

Each Fund’s assets are generally held in “streeteidy each Fund’'s custodian. However, in
certain cases, shares owned by Breeden PartnersateFheld in the Fund’'s name with the
custodian. Bankruptcy or fraud at the custodiamctampair the operational capabilities or the
capital positions of the Funds.

The current credit environment is unpredictable tr@ate is no assurance that the Adviser or its
agents will effectively evaluate the credit riskssaciated with all brokerage firms, banks,
broker-dealers and counterparties with which thedSuengages in transactions. This exposes
the Funds to the risk that a counterparty will settle a transaction in accordance with its terms
and conditions because of a dispute over the tefrntise contract (whether or not bona fide) or
because of a credit or liquidity problem, thus cagisthe Funds to suffer a loss. Such
counterparty risk is accentuated where the Adwissrconcentrated the Funds’ transactions with
a single or small group of counterparties. The i8elvis not restricted from dealing with any
particular counterparty or from concentrating anwlb transactions with one counterparty. The
ability of the Adviser to transact business witty @me or number of counterparties, the lack of
any meaningful or independent evaluation of suamterparties’ financial capabilities and the
absence of a regulated market to facilitate sedtgrmay increase the potential for losses by the
Funds.

Systems Risks. The Adviser relies on computer programs andesystto trade, clear and settle
securities transactions for the Funds, to evalgatéain securities based on real-time trading
information, to monitor its portfolio and net cagitand to generate risk management and other
reports. In addition, certain of the Adviser's ogens interface with or depend on systems
operated by third parties including its custodiaadministrators, prime brokers and market
counterparties and their sub-custodians and o#teice providers, and the Adviser may not be
in a position to verify the risks or reliability guch third party systems. These programs or
systems may be subject to certain defects, failaresterruptions, including, but not limited to,
those caused by worms, viruses and power failukesy such defect or failure could have a
material adverse effect on the performance of theds. For example, such failures could cause
settlement trades to fail, lead to inaccurate actng, recording or processing of trades, and
cause inaccurate reports, which may affect the a8 ability to monitor the Funds’
investments and their risks.

Operational Risks. Operational risks arising from mistakes made in to&firmation or
settlement of transactions, from transactions mad properly booked, evaluated or accounted
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for or other similar disruption in the Adviser'sanations may cause the Funds to suffer financial
loss, the disruption of its business, liabilityttee Funds or third parties, regulatory intervention
or reputational damage. The Adviser relies heawalty its own (as well as those of its
administrators’, custodians’ and prime brokergiaficial, accounting and other data processing
systems.

Potential Conflicts of Interest. Various potential and actual conflicts of int&renay arise
from the overall investment activities of the Addisthe General Partner and their respective
affiliates, principals, members, managers, officatisectors and employees. The following
briefly summarizes some of these conflicts, butasintended to be an exclusive list of all such
conflicts. For a more detailed discussion of spadtential conflicts of interest, an investor
should refer to the relevant Fund’s confidentid&ohg memorandum.

Allocation of Personnel; Other Activities. The Asler will cause its personnel to devote
such time as it deems in good faith to be reasgnaddessary to conduct the business affairs of
the Funds. Mr. Breeden and certain of the Adviserecutives and personnel may from time to
time perform services for affiliates of the Adviserd the General Partner other than the Funds
(eg., RCB & Co. (as defined below under Item 10)) aaoddther third parties. The Adviser
also shares office space with its affiliate. Itindended that none of these activities will
materially interfere with the Adviser’s responsitéls to the Funds. Investors should refer to
Item 10 below for a further description of the Agtii's affiliates and other business activities.

Diverse Investor Group. The Funds and investorthen Funds may have conflicting
investment, tax and other interests with respetiiéo investments. The conflicting interests of
investors may relate or arise from, among otherghi the nature of investments made by the
Fund, the structuring or the acquisition of invesits and the timing of disposition of
investments. As a consequence, conflicts of istarey arise in connection with the decisions
made by the Adviser, including with respect to mtia¢ure or structuring of investments that may
be more beneficial for one investor than for anotheestor, especially with respect to investors’
individual tax situations In selecting and struistg investments appropriate for the Funds, the
Adviser will consider the investment and tax ohijext of the Funds and their investors as a
whole; not the investment, tax or other objectigésny investor individually. Interests in the
Funds may be held by relatively few investors vatibstantial investments in the Funds, and
voting power may be concentrated in a relativelyamumber of investors from time to time.
The Adviser has agreed to provide more detailednamiek frequent information about the Funds,
its holdings, proxy voting and performance to dertavestors in the Funds from time to time.

Incentive Allocation. As described above undemit®, each Fund is charged an
Incentive Allocation payable to the Adviser or t@eneral Partner. The Incentive Allocation
differs from and may be greater than the fees @ssacwith investments in more traditional
investment vehiclese(g., mutual funds). The existence of an Incentiveoédition may create an
incentive for the Adviser to make investments @& more speculative than would be the case
in the absence of such performance-based compensal addition, in certain circumstances,
the Adviser or General Partner may be entitledet®ive an Incentive Allocation to the extent
the performance of an investor's investment in axdFlexceeds an agreed-upon market
benchmark, even where the overall performance @firtiestor’s investment is at a loss. The
existence of this arrangement could influence theng of realizations of investments by the
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Adviser which may be unfavorable to other investorthe Funds.

Concentration of Interests in the Funds. Interestdhe Funds may be held by a
relatively small number of investors, including te@n investors who have made substantial
capital commitments. As a result, it may be pdssibr one or a small group of investors to
heavily influence or control any vote of investars the Funds or the Funds’ Advisory
Committee.

Material, Non-Public Information. The Adviser'srpennel may acquire confidential or
material non-public information either in conneatiwith other activities described below or
while pursuing the investment strategy. Underféteral securities laws, the Funds will not be
free to act upon any such information. Due to ¢hestrictions, the Adviser may not be able to
initiate a transaction on behalf of the Funds thatherwise might have initiated and may not be
able to sell an investment that it otherwise migdte sold. The activities of RCB & Co., which
is an affiliate of the Adviser may restrict the lapiof the Funds to invest if employees of the
Adviser are also employees of RCB & Co. and theigelvbecome aware of material non-public
information as a result of an employee’s work REB & Co.

Item 9 — Disciplinary Information

There is no information regarding the Adviser tiegjuires disclosure pursuant to this Item.

Item 10 — Other Financial Industry Activities and Affiliations

Richard C. Breeden & Co., LLC (“RCB & Co.”) is arculting firm founded by Mr. Breeden in
1996 to work with troubled and undervalued companiéMr. Breeden is the Chairman and
owner of RCB & Co. RCB & Co. specializes in finalcadvisory services involving
turnarounds, workouts and financial restructurirgs,well as strategic consultancy regarding
corporate governance, accounting and public disckogequirements.

RCB Fund Services, LLC is a provider of claims auistration services primarily for SEC Fair
Funds and Department of Justice forfeiture funtis. Breeden is the Chairman and principal
owner of RCB Fund Services, LLC.

Item 11 — Code of Ethics, Participation in Client Tansactions and Personal Trading

General. The Adviser does not buy or sell securities felown account. However, the Adviser,
the General Partner or one of their affiliates ntewe an interest, as general partner or
otherwise, in one or more of the Funds. In addjteertain officers, members and employees of
the Adviser and its affiliates are permitted to oviouy and/or sell interests in the Funds.
Accordingly, the Adviser and/or its affiliates amdnployees may from time to time have a
substantial interest in certain of the Funds oreptéiccounts managed by the Adviser. If the
Adviser’s or its affiliates’ interests in a Fundeasubstantial, the Fund may be treated as a
proprietary account of the Adviser for certain mgps. To the extent any such proprietary
account participates in transactions in securibiesther instruments in which other Funds or
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accounts participate, the Adviser seeks to endwak duch proprietary account participates in
accordance with the Adviser’s policies and procedur

Code of Ethics and Personal Trading

The Adviser has adopted a Code of Ethics thataisflthe firm’s basic governing principle that
the interests of the Funds must at all times beepldirst, ahead of the interests of the Adviser,
its affiliates, and their respective directors,icdfs, members, managers, employees and any
other associated persons (including without limotat members of the Adviser’'s Investment
Committee). All directors, officers, members, mgers, employees and associated persons of
the Adviser (each, a “Covered Person,” and colletfi “Covered Persons”) are subject to the
Code of Ethics. The Code of Ethics addresses thasAr’'s policies and procedures regarding
personal account trading, outside business aesviind gifts. The Code of Ethics permits
Covered Persons to invest for their personal adspamd sets forth guidelines and restrictions
reasonably designed to help prevent such tradiog fconflicting with the Covered Person’s
duties to the Fund.

The Code of Ethics prohibits Covered Persons framsing the Funds to take action, or not to
take action, for their personal benefit rather tttenbenefit of the Funds. Covered Persons must
avoid taking inappropriate advantage of their positor their personal benefit, such as by using
their knowledge of the Funds’ portfolio transactaio profit based upon the market effect of
those transactions.

All personal securities transactions by Coveredétes, certain immediate family members, and
other accounts in which Covered Persons have adiakinterest or investment discretion must
be conducted in accordance with the requirementeeofCode of Ethics. Among other things,
the Code of Ethics requires that all personal seesirtransactions by Covered Persons be
approved in advance by the Chief Compliance Offiagth certain exceptions. Covered Persons
are generally prohibited from trading in securitibat are held by the Funds or that are being
considered or reviewed by the Adviser for possplechase or sale by the Funds. Exceptions
require the written approval of the Adviser's Ch@bmpliance Officer. If a Covered Person
recommends that a security be bought or sold feurad, the Covered Person must inform the
Adviser's Compliance Officer if the Covered Persoolds a position in that security in a
personal account, and the Compliance Officer mayriot such person from buying or selling
that security until after the Funds no longer hassition in the security.

Covered Persons must report their personal sessrhinldings upon employment (or other
association with the Adviser or its affiliates) aperiodically thereafter, and arrange for
duplicate confirmations of all securities transaie and account statements to be sent to the
Chief Compliance Officer.

Investors and prospective investors in the Fund otatpin a copy of the Adviser's Code of
Ethics by submitting a written request to the Advis

The Adviser’s personnel involved in research, mgdor other investment-related matters may,
from time to time, consult with other investmenbfasssionals in the financial industry and
discuss investment ideas, including ideas genetatedird-party research paid for by the Funds,
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subject to any applicable confidentiality obligaiso The Adviser believes that on balance, the
Funds benefit from such discussions by providirfiecent perspectives on particular industries
or companies. However, there is no guaranteethiatipproach will be successful or that such
discussions will not work to the detriment of thenBls. Any such discussions must be
conducted in accordance with and subject to theigkd's Code of Ethics, the Adviser’s policies
regarding the prevention of trading on material-pablic information and applicable laws.

Item 12 — Brokerage Practices

General. The Adviser has complete discretion with respecltinvestment decisions made for
the Funds, and also with respect to the selectidiwakers, dealers and other counterparties for
such transactions, and the amount of commissionstlteer compensation to be paid by the
Funds. The Adviser may cause each Fund to inveptirallel with each other, or alongside
other accounts managed by the Adviser and itsiaéd, if any, if believed to be in the best
interests of each participating Fund.

Brokerage and Best Execution. Each Fund bears ifwro rata share of brokerage commissions
and related transaction costs for its portfoliosactions. The Adviser has a duty to seek best
execution for the Funds’ securities transactiofie Adviser will consider a wide range of
factors in judging whether a broker-dealer can pl®vhe best execution; whether the lowest
possible commission is paid is not determinatiidtokerage transactions for the Funds are
executed by brokers and dealers generally seldgtete Adviser on the basis of obtaining the
best overall terms available based on a varietiactbrs, including the following: the ability to
hold and work orders with anonymity; research anarket color provided on current and
potential portfolio companies; access to managenwntcurrent and potential portfolio
companies and relevant research conferences; thigéy abb achieve prompt and reliable
execution at favorable prices; the operationatefficy with which transactions are effected; the
financial strength, integrity and stability of tlheoker; the quality and comprehensiveness of
related services considered to be of value; andctmpetitiveness of commission rates in
comparison with other brokers satisfying the Adwsether selection criteria.

The Adviser’'s investment strategy with respechi® Eunds generally requires long-term holding
of securities and therefore, the Adviser's tradimglume does not generate significant
commissions. Accordingly, if the Adviser determgnen good faith that the amount of

commissions charged by a broker is reasonablelatioe to the value of the brokerage and
research products or services provided by sucheloydke Funds will pay commissions to such
broker in an amount greater than the amount anbitoder might charge.

Certain Fund investors may request that a portidhebrokerage be directed to certain types of
brokerage firms, such as firms in certain locationsninority-owned firms. The Adviser may
direct brokerage to such firms subject to its duteeseek best execution.

Use of Soft Dollars to Obtain Research. The Adviser may cause the Funds to trade withdarok
dealers that provide research or execution relateducts or services (collectively, “Soft Dollar
Items”) to the Adviser in addition to effecting de execution. Soft Dollar Items include
research reports on particular industries and compa economic surveys and analyses,

13



recommendations as to specific securities, on-juetations, news and research services, and
other services providing assistance to the Adviséine performance of its investment decision-
making responsibilities on behalf of the Funds.e Rudviser maintains procedures pursuant to
which it may use commissions generated by the Ftmgmy for Soft Dollar ltems within the
safe harbor under Section 28(e) of the Exchange Act

The Adviser may use research obtained with sofladolgenerated by one Fund or account to
service the accounts of other Funds or the clienbants of an affiliated adviser. Each Fund
shares in the benefits from Soft Dollar Iltems refgss of the amount of commissions generated
by a particular Fund. Generally, if a product ervice obtained with commission dollars
provides both research and non-research elemaet#dviser will make a reasonable allocation
of the costs that may be paid for with soft dollars

Other Investment Vehicles and Relationships and Allocation of Opportunities. The Adviser may
manage and advise other investment vehicles (imguother collective investment vehicles in
which the adviser or its employees or principalsyrhave an equity interest), accounts and
clients which may have objectives similar, in whaolein part, to those of the Funds. The
Adviser may hold interests in, and furnish advis@gnsulting, and/or management services to,
other persons or entities and with respect to amuol different investments. In addition, the
Adviser may form one or more new investment vekichth the same, similar, or different
investment strategies. The Adviser does not hayeoaligation to engage in any transaction or
investment for the Funds or to recommend any timsato the Funds for which the Adviser
may engage in for its own account or the accourangf other client. Thus, from time to time,
other funds and accounts including those that Iraxestments by the Adviser (and its members,
principals, employees and affiliates) may outperfoihe Funds.

To the extent legally permissible, the Adviser usharized to combine purchase or sale orders
for the Funds and other accounts. The Adviser walilbcate the securities or other assets
purchased or sold, in accordance with its poliaied procedures designed to provide for fair and
equitable access to the securities purchased dr Bylallocation, rotation, or otherwise. The
Adviser allocates investments orpie rata basis, but may allocate in a different mannehd t
Adviser determines appropriate as a result of wiffees in available capital, cash flow
(including to fund redemptions), investment objeesi and policies, tax considerations or as
otherwise permitted by law, and the Adviser’s pekcand procedures.
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Iltem 13 — Review of Accounts

All trades conducted for the Funds are authorizedhle Adviser's Investment Committee and
are reviewed by the Chairman of the Investment Citeen(“Chairman”) or his designee. The

Chairman also receives and reviews a daily repdth wespect to the Funds’ holdings,

performance and other statistical information. Huaviser also assigns an investment team
member to each portfolio position for purposesegiularly monitoring developments affecting

such investment. The following Adviser personne mvolved in the review of the Funds’

portfolios: the Chairman; the Deputy Chairman; Dieector of Research & Trading; and the
Chief Financial Officer. In addition, the InvestmieCommittee periodically reviews the

strategy, risk and other considerations relatintpéoFunds’ positions.

Investors in the Funds will be provided with annaatlited financial statements prepared by the
Funds’ auditor, which is an independent public actimg firm. Upon request, on a quarterly
basis, the investors may be provided with unaudiggabrts of financial information relating to
the Funds, including valuation of the Funds’ pditi® Investors in the Funds will also be
provided on an annual basis with such informat®isanecessary for investors to complete U.S.
federal and state income tax or information retumeng with any other tax information
required by applicable laws. In addition, certainnvestors in the Funds receive more frequent
and more detailed reporting with respect to thevaht Fund’s holdings, performance and proxy
voting. Upon request, investors in the Funds megeive more frequent and/or detailed
reporting as described above.

Item 14 — Client Referrals and Other Compensation

The Adviser or an affiliate may enter into arrangeis to compensate certain persons (including
broker-dealers through which trades are executeditmts of the Adviser or Fund investors) for
introducing, referring, soliciting or finding inviess for the Funds.

Item 15 — Custody

The Funds’ cash and securities are held by qudlifiestodians. As noted above in Iltem 13,
within 120 days of the end of each Fund’s fiscarymvestors will receive the Fund’'s annual
financial statements. Each Fund’'s annual finanstialements are prepared in accordance with
generally accepted accounting principles and additean independent public accountant that is
registered with and subject to regular inspectigntthe Public Company Accounting and
Oversight Board. Investors in the Funds are utgezhrefully review such financial statements.
The Adviser and General Partner are deemed to twastedy of the Fund’s assets as a result of
their authority over the Funds and of their acceunt

ltem 16 — Investment Discretion

The Adviser has complete discretion with respedctitonvestment decisions made for the Funds.
The Adviser also has complete discretion with respe the selection of brokers, dealers and
other counterparties for transactions by the Fumaasl the amount of commissions or other
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compensation to be paid by the Funds. The Adwisgy cause each Fund to invest in parallel
with each other, and/or alongside client accounhtselieved to be in the best interests of each
participating Fund and other client account.

Item 17 — Voting Client Securities

The Adviser's proxy voting policies and procedurddress material conflicts of interest
between the Adviser or its employees and any Futid nespect to the subject of a proxy vote.
In the event of such a conflict, conflicted perseinmre prohibited from participating in
evaluation of the proxy vote, and the Adviser maljjoiv recommendations of the Advisory
Committee or an independent third-party voting gdiest. Given the nature of the Funds’
investment strategy, the Adviser does not considerbe a conflict of interest to vote the Funds’
shares in favor of the election of its officers mmcemployees (or officers and/or employees of
its affiliates) who are nominees for directorshapgortfolio companies.

It is expected that the Adviser generally will, smtent with its fiduciary role, seek to enhance
the value of the Fund’s portfolio by voting eachmgany proxy in a manner that is designed to
maximize the company’s stock price.

The Adviser may determine not to vote proxies whée cost of participating in such vote
restricts liquidity (.e., prevents the ability to sell) or where the cos$tlaziging a vote is
significant (requires the Adviser to send an indiinal to lodge the vote or requires translation).

Investors in the Funds and other clients may oltapies of the Adviser’s proxy voting policies
and procedures, and information about how the Fupdoxies were voted, by submitting a
written request to the Adviser.

Iltem 18 — Financial Information

The Adviser has no financial commitment that imgais ability to meet contractual and
fiduciary commitments to clients, and has not biensubject of a bankruptcy proceeding.
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