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MATERIAL CHANGES

Since our last annual updating amendment, filedMarch 30, 2012, we have made the
following changes to the Brochure:

Section | has been updated to delete referenc&gadel Holdings | LP, add our affiliate
Citadel Advisors Il LLC, and update our net asseider management;

Section V has been revised to delete referencegrtain business activities no longer
engaged in by the Funds, to add additional strasegnvestment types and risk factors
relating to certain new Funds that we have recdatlgched or anticipate launching, and
to clarify and update certain of the informatiooyded; and

Section VII has been revised to update the desmnipgtf the other business activities
engaged in by our affiliates and to provide nevoinfation about our regulatory status

with the Commodity Futures Trading Commission (“@FY and National Futures
Association (“NFA”).

Section XVI has been revised to update our privaitice to investors.

Certain other clarifications and updates have lmeade.

ActiveUS 107103040v.3



TABLE OF CONTENTS

[ AQVISOIY BUSINESS ... uuuuiiiiii i i i e e e e e e ceeeeics e s s e e e e e e e e e e et e e et e e eeaa et seeeees s s e s e e eeeaeeaeeeeeeeennnnnnnnnns 1
[I. FeesS and COMPENSALION ... ......uuuuuueimmmn e e e et eeeeettttiie s e e e e e e e e e e e e aeeeeaaaeeeeeeeeeeessnnnnnnn s 2
lll. Performance-Based Fees and Side-By-Side Managent..............cccccceeeiiiieiiieeeeeee e 6

V. TYPES OF CHENLS. ...t eeme et rreee s e e e e e e e e e e e e e e eeeeeeserennnnns 6
V. Methods of Analysis, Investment Strategies anBisk of LOSS............cccceevvvviviiiiiiivicenenns 7

VI. Disciplinary INfOrMAatION ..........ooiiiiiiiieii e e e e e e e e e eeeeeeeees 29
VII. Other Financial Industry Activities and Affil 1ationS.............cevviiiiiiiiiiiiee e 29

VIII. Code of Ethics, Participation in Client Tran sactions and Personal Trading .............. 31
IX. BrOKErage PraCliCES.......cciviiiiiiiiiiimmmniiisi e e e e e e e e e et e e ettt s s e s s eeneaas e e e e aeaeeaeeeeeeesnnnnnnes 33
X. REVIEW Of ACCOUNTS ...ttt et e e et e e e s e e eessnnnnb s e e e e e e e e e e eeeeeas 36
Xl. Client Referrals and Other COmpPenSation ..........cccoiiiiiiieiiiiiiceeecee e 36

D | O 1= o o OO 36
X1 INVESIMENT DISCIELION ...t e e e e e 37
XIV. VOtING CHENE SECUIIES. ..ottt eee e e e s e e e e e e e e e e eeeeeeenenees 37
XV. Financial INfOrM@atioN ...........cuviiiiiii e 37
XVI. Notice Of PrivacCy POIICY ......ccooooiiiiiieeeiee e e e e e eeeeeeees 37

ActiveUS 107103040v.3



|. Advisory Business

Citadel Advisors LLC (“Citadel Advisors” or the “Atker”) is a Delaware limited liability
company and has its principal place of businesShitago, Illinois. Citadel Advisors and its
predecessors have been in the investment advissindss since 1990. Citadel Advisors
manages private investment funds that are offesetusgively to sophisticated investors and
separately managed accounts for sophisticatedtutigtial investors, in certain cases with
assistance from its affiliates Citadel Advisord. LIC (“CAL2"), Citadel Europe LLP (“Citadel
Europe”) and Citadel (Hong Kong) Limited (“Citadelong Kong”). Funds and separately
managed accounts are sometimes referred to togethike “Clients.”

As of December 31, 2012, in Client accounts manageda discretionary basis, we had
approximately $13.347 billion in net assets undenagement.

Citadel Advisors is wholly owned by Citadel AdvisoHoldings Il LP. Citadel Advisors is
indirectly controlled by Citadel LLC or its relatgmersons and uses the investment personnel,
infrastructure and support provided by Citadel LAl its affiliates. Citadel LLC is controlled
by Kenneth Griffin, its Founder and Chief Execut®#icer. In this Brochure, we refer to the
Adviser, Citadel LLC and their affiliates colleosily as “Citadel.”

The private investment funds we manage generallgsintheir assets directly or indirectly in
other private investment funds (referred to as “Hwb-funds”), which we also manage and
through which we pursue our investment strateglaghis Brochure, we generally refer to each
of the private investment funds that we manage, taedsub-funds in which they invest, as a
“Fund,” and we generally refer to them collectively the “Funds.” We have discretion with
respect to investment decisions made for the Fuawld,also with respect to the selection of
brokers, dealers and other counterparties for saetsactions, and the amount of commissions
or other compensation to be paid by the Funds. pWieide investment advisory services to the
Funds based on the particular investment objectares strategies described in the applicable
Fund’s Offering Documents (defined below).

All discussions of the Funds in this brochure, inelding but not limited to their investments,
the strategies used in managing the Funds, the feasd other costs associated with an
investment in the Funds, and conflicts of interestaced by the Adviser and its affiliates in
connection with management of the Funds are qualéd in their entirety by reference to
each Fund's respective confidential offering memonmadum (if any) and governing
documents (referred to collectively as the “Offerig Documents”).

In addition to the Funds, we and our affiliatega@el Europe and Citadel Hong Kong, currently
provide investment advisory services to one seplgratanaged account. These services may be
provided on a discretionary or non-discretionargi®aas set forth in a written investment
advisory agreement. These services may involveoarafl of the following, as set forth in the
applicable contract: discretionary purchases aaldssof securities and other financial
instruments; placing orders for the purchase oe ®dlinvestment instruments with brokers,
dealers and other counterparties that we or o@n€Cselects; and reports and commentary on the
market and the performance of our Client’s account.
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Il. Fees and Compensation

We do not currently have a general fee schedulke fEes and expenses associated with an
investment in the Funds or a managed account dapgnding on the Fund or account, and are
described in detail in each Fund’s Offering Docutaesr applicable Client account agreement.
We may, in our discretion, manage other funds eoawcts with higher or lower fees, different
fee structures, and different expense payment geragnts, than the Funds. Citadel and its
affiliates also provide certain administrative amyestment-related services to the Funds
pursuant to one or more written agreements. Tles fge charge for managing separately
managed accounts are negotiable, and are descmbeadch Client's investment advisory
agreement with us.

The Funds

Organizational ExpensesCertain Funds may reimburse Citadel for certainscasd expenses
incurred to provide certain administrative and stweent-related services to such Funds prior to
the Funds’ commencement of investment operatioAs.significant part of these expenses
consists of fees paid to professional service pi@ng in the initial formation of such Funds.

Direct Expenses of the FundsEach Fund is responsible for direct expensedegtl#o its
respective operations and activities, includingesges associated with its investment portfolio
and its proportionate share of the direct expensése underlying sub-funds in which it invests,
including brokerage commissions and other transactiosts. Section IX of this Brochure
discusses how we select brokers and determinesismmableness of their compensation. Each
Fund pays its expenses directly or reimburses €litadits affiliates, as instructed, for expenses
paid on its behalf. The direct expenses incurnge@dch Fund vary depending on the nature of
the operations and activities of the Fund and a&asciibed in detail in each Fund’s respective
Offering Documents.

Management FeeCertain Funds pay us a management fee (the “ManageiRee”) calculated
and payable monthly, at an annual rate ranging f2dfo to 3.0% of the Fund’s net asset value.
We deduct fees directly from the Funds’ assssh month. The Funds that do not pay a
Management Fee reimburse Citadel for expenses iatsbavith their operations, as described
below under Reimbursable Expenses.

Reimbursable ExpensesCertain Funds (collectively, the “Expense Feaddl) do not pay a
Management Fee. Rather, Citadel is fully reimbdifee all of its and its affiliates’ costs and
expenses other than those costs and expensegdhentaely unrelated to the services Citadel
and its affiliates provide to the Expense Fee Fu(ide “Reimbursable Expenses”). The
Reimbursable Expenses allocated to each Expensé& ek are material, both on an absolute
basis and as a percentage of a Fund’'s asset vaReimbursable Expenses include the
compensation of employees of Citadel and/or itdiats, as described in the applicable Funds’
Offering Documents.

Citadel seeks to allocate Reimbursable Expensdyg tanong the Expense Fee Funds. Citadel
determines the allocation of Reimbursable Experse®ng the Expense Fee Funds in
accordance with one or more allocation protocolaldished by Citadel from time to time.
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While Citadel believes such allocation protocole aeasonable, different allocation protocols
may exist that may yield different results. Moregvwhile the allocation of Reimbursable
Expenses among the Expense Fee Funds is desiggedédaally reflect each such Expense Fee
Fund’s consumption of resources and generatiopwanue, certain Reimbursable Expenses may
be specifically allocated only to certain Expense Funds, other Reimbursable Expenses may
be disproportionately allocated to certain Expefse Funds, and some Reimbursable Expenses
may be allocated ratably among the Expense FeesFuitle apportionment of Reimbursable
Expenses among the Expense Fee Funds involvesBubjdeterminations, which may involve
conflicts of interest. In addition, Citadel wilalie a conflict of interest in allocating resources
and expenses to the Expense Fee Funds, each df pdwys its full allocable share of Citadel’s
operating expenses, and allocating resources apensgs to other Funds which pay a
Management Fee instead of reimbursing these expense

Citadel Intellectual Property. The intellectual property and trademarks of akl#ive asset
managers are generally regarded as having sigmifilue. It is in our interest to continue to
develop Citadel’s intellectual property. Certainedt expenses of the Funds, the Management
Fees paid by certain Funds, and certain expensabuesed by the Expense Fee Funds, include
amounts that are used to pay for the developmegitafiel’s intellectual property. The Funds
have no right to or property interest in Citadattellectual property.

Administrator's Fee Northern Trust Hedge Fund Services LLC (the “Agistrator”) performs
certain middle and back office administrative anqmbrational services for the Funds, such as
trade reconciliation and settlement functions, ants as the administrator to the Funds. The
Funds (not including the sub-funds) pay the Adntiaisr a fee for its services at an annual rate
agreed upon by the Administrator and the relevamdE The Administrator’'s fee may be based
on the asset value or investment capital of thedFand may take into consideration the
aggregate investment capital of the Fund and cem#er Funds. For certain Funds, the
Administrator’s fee is subject to certain monthlinmmum levels. The Funds also reimburse the
Administrator for the cost of information technojogervices used in connection with providing
services to the Funds. The amount reimbursed asatttual cost to the Administrator of
information technology services supplied by certifliates of Citadel, which includes certain
of Citadel’s allocated costs and technology stafhpensation expenses.

Before July 29, 2011, Omnium LLC (*Omnium”), anihffte of Citadel, acted as administrator
to the Funds. Pursuant to certain agreements detedf May 15, 2011 (collectively, the
“Definitive Agreements”), The Northern Trust Compana wholly-owned subsidiary of
Northern Trust Corporation, a publicly traded compg&Nasdaqg: NTRS), agreed to purchase
Omnium. The closing of this purchase and relatadstctions occurred on July 29, 2011, at
which time the name of Omnium changed to Northernsf Hedge Fund Services LLC.
Pursuant to the Definitive Agreements, Citadel tsafdject to certain rights of The Northern
Trust Company to accelerate payments to Citad@haacial interest in the performance of the
Administrator until July 28, 2016. In addition,bgect to certain conditions contained in the
Definitive Agreements, Citadel is obligated to halke Administrator act as the administrator to
the Funds until July 28, 2016.
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Valuation

Each Fund’s net asset value, as of any date ofrdetation, is the value of its assets minus its
liabilities as determined by us in accordance hin Fund’s Offering Documents and generally
accepted accounting principles. The net asseewafllta Fund that is subject to a Performance
Allocation, as defined below, may be reduced by aocgrued Performance Allocation that has
not yet been made. We are responsible for detargithe fair market value of each Fund’s
investment instruments. In doing so, we have darable discretion in valuing certain
privately-placed and less liquid investment instemts. We have adopted pricing methodologies
for the valuation of each Fund’'s investment insteats as described in each Fund’'s Offering
Documents. Valuation determinations will affectrand’s performance reporting and other
reporting. We generally will face a conflict oftémest involving such investment instruments
because these values generally will affect our amgtion. One or more Funds may retain
third parties to verify our methodology for detenng fair market values and to conduct
independent price verification exercises.

The Administrator is responsible for independewndyifying the valuations of the various Funds’
investment positions as determined by Citadel'ditiga desks. We discuss any variances above
specific thresholds with the Administrator. Thekeesholds may vary by investment product
and by size of position. The Administrator repdhs results of its price verification process to
Citadel's Valuation Committee (the “Valuation Contt@e”) on a monthly basis, including any
variances that exceed the approved thresholds. W&leation Committee reviews the
Administrator’s reports and has final authorityaijust the valuations determined by our trading
desks. The Valuation Committee consists of the Wdbtrator's Head of Citadel Product
Control and a number of senior employees of Citadel is responsible for overseeing the
valuation of each Fund’s investment positions, afl as approving our valuation policies and
procedures.

Withdrawal

Withdrawal of an investment in certain Funds isjscibto terms and limitations described in the
applicable Fund’s Offering Documents. The Fundy ralow voluntary withdrawals (which

may be subject to a gate). In addition, we mawundiscretion, delay the payment of part or all
of a distribution by certain Funds and/or postp@nelistribution date with respect to any
scheduled withdrawal if we determine that (a) markenditions are such that investment
instruments can be valued but cannot be readilg, sedeemed or otherwise liquidated in an
orderly or timely manner; (b) the distribution wduhaterially adversely affect the interests of
the investors remaining in the Fund; or (c) peilimgttsuch distribution would violate any law

applicable to the Fund, or cause a breach or vmlator give rise to an event permitting
termination or material modification of the ternfsany outstanding obligation, loan agreement,
committed credit facility or other agreement birglion the Fund. Investors in certain Funds
may be required to pay a withdrawal charge to watdan investment, depending upon the
amount and timing of the withdrawal and other fagtavhich is paid to the Fund, not to Citadel.
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Differential Business Terms and Access to Infororati

We may allow certain investors to invest in a Fword different business terms than other
investors, and we also may allow certain invesitoime Fund that invests in the same sub-funds
as another Fund to participate on business terffeseht from those made available to investors
in the second Fund. For example, one Fund maydgrprovide certain investors additional or
different information (including more detailed aodfrequent information relating to the sub-
funds’ investment portfolio and underlying posisprirom the information made available to the
investors in that Fund or another Fund investinghi@ same sub-funds. We will determine
whether to provide such information after takingpiaccount factors we deem relevant, which
may include the type or nature of the informatiequested, confidentiality concerns, potential
uses for such information, and the intentions @& tbquesting investor with respect to such
information. In any such case, the receipt of @alail or different information by fewer than all
investors may affect the decisions of the recigergarding investment in the Fund. We also
may agree to provide certain investors with a femmgement that differs in structure and
amount from that generally available to investarthe same Fund.

In determining whether to allow an investor to mapate in a Fund on different business terms,
one consideration for us will be our belief abotnether the different terms will adversely affect
the other investors in the relevant Funds consttlasea group. We may also consider a number
of other factors in determining whether to makdedédnt business terms available to certain
investors in the Funds — for example, whether titerea on which such terms are provided to
some investors and not others are in the intepdsise Funds because the Fund would benefit
from the additional capital which such investorsuldo contribute (or not redeem); such
investors’ objectives in requesting or acceptinghsiuerms are based on such investors
attempting to achieve a preferential position ocottrer investors (as opposed to, for example,
satisfying fiduciary requirements which such ineestbelieve they have to their own investors);
such investors are under legal, regulatory or “Ipeattices” obligations to request such terms;
and/or granting such terms is in any respect insters with representations made by the Fund
or us to investors; and other factors.

Separately Managed Accounts

Our compensation for services provided to the sgplr managed accounts is negotiable, and
generally includes a management fee based on amage of the assets in the account. The
specific manner in which fees are charged is astadd in our written agreement with each
Client. If an agreement provides for payment af thanagement fee in advance and the
agreement is terminated before the end of a biliegod, we will prorate the management fee
for that partial billing period and rebatgeo rata portion of the pre-paid fee. Clients may elect
to be billed directly for fees or to authorize ws directly debit fees from the applicable
separately managed account. Asset values arardeésr in accordance with the terms of our
contract with our Client. Any requirements relgtbo the withdrawal of assets from a separately
managed account or the termination of our servazesgoverned by the terms of our contract
with our Client. The applicable investment adwsagreement also may describe the expenses
that are the responsibility of our Client. Thesgpenses typically include brokerage
commissions and other transaction costs. Ple@&s8eetion IX of this Brochure for information
about how we select brokers and determine the neh$eness of their compensation.

-5-
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lll. Performance-Based Fees and Side-By-Side Managent

We generally receive an allocation from each Fundak to a percentage of the positive
difference between the net asset value of eaclsiave investment in the Fund and the “high
water mark” attributable to such investment (therfBrmance Allocation”) as of each December
31. Certain Funds may also include a hurdle rateheir calculation of the Performance
Allocation. We receive the Performance Allocatiam of each date that the Fund makes a
distribution or capital payout to an investor oe timvestor withdraws capital or transfers an
interest in the Fund. The specific terms governthg structure and calculation of the
Performance Allocation and high water mark, whicaymary between Funds, are described in
detail in the Offering Documents applicable to ekand. In addition, certain managed accounts
may pay fees to us based on the performance afithestments. These terms will vary, and
are described in the applicable Clients’ investnrmeahagement agreements.

The Performance Allocation arrangements may giveansincentive to engage in more

speculative investment strategies in an effort aximize a Client’s profits and receive greater
compensation. Such fee arrangements also mayecaeaincentive to favor higher fee paying

accounts over other accounts in the allocatiomeéstment opportunities. We seek to allocate
investment opportunities in a manner that we beliegats all Clients fairly over time.

IV. Types of Clients

We provide investment advisory services to the Burzhsed on the particular investment
objectives and strategies described in the appédabnd’s Offering Documents. We may in our
discretion manage other funds or accounts withekfit objectives, higher or lower fees, and
different fee structures than the Funds.

Investors in the Funds generally are required topmete and submit a subscription agreement
binding them to the terms of a Fund’'s governing uhoents. Certain Funds admit only
sophisticated U.S. taxable investors that are Battredited investors,” as defined in Rule
501(a) of Regulation D under the Securities Act1833, and “qualified purchasers” (or
“knowledgeable employees”), as defined in the lowent Company Act of 1940 (the
“Investment Company Act”) and the rules thereundedther Funds generally admit only
sophisticated non-U.S. investors, or sophisticate8. tax-exempt investors that are both
“accredited investors” and “qualified purchaser3he minimum initial investment in the Funds
ranges from $100,000 to $100,000,000, dependinpeirund. We may waive these minimums
in our discretion. Other limitations also may applWe also manage certain Funds that are
intended for clients of certain third party managend, accordingly, we may limit access to
such Funds by other investors.

Our Clients may include banks, investment companiesporations and other institutional
investors. For Clients other than Funds, we dogeoierally impose a minimum dollar value of
assets in order to open or maintain an accouritpdth Clients generally are expected to be
“accredited investors” and “qualified purchasers”those terms are defined in Rule 501 under
the Securities Act of 1933 and Section 2(a)(51jhef Investment Company Act, respectively.
Clients (other than the Funds) are required to signnvestment advisory agreement that sets
forth the terms under which we will provide oursees.

-6 -
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V. Methods of Analysis, Investment Strategies anRisk of Loss

We advise our Clients with respect to all investtaepermitted, based on the particular
investment objectives, policies and strategies rde=dt in the applicable Fund’'s Offering
Documents or managed account agreement or othemutation. The Funds offered to
investors generally invest substantially all ofitleapital in sub-funds that we and our affiliates
manage.

For certain Clients, we will take both long and hmositions in a broad range of investment
instruments, while we will utilize a narrower rangeinvestment instruments for certain other
Clients. For certain Clients, we may take onlyrastly long positions. We may advise Clients
regarding all types of investment instruments, udolg but not limited to: various types of
derivatives, including credit derivatives; swaps;luding total return, debt, credit default and
equity swaps; options; currencies; sovereign debtidd or guaranteed by national, state or
provincial governments of various countries; insénate derivatives; distressed and high yield
investment instruments; energy products and deévesit real estate and real estate-related
securities; commercial and residential mortgagekddcsecurities; and residential mortgage
loans or pools of such loans. We may also advisentS on investments in collateral loan
obligations, collateral debt obligations, collatedabt securities, bank loans in the secondary
market, structured credit debt and equity secustitreezzanine loans, subordinated interests,
participations in special purpose vehicles, anceiothstruments and assets of all types. The
Funds’ investment policies generally do not prahtbem from taking management control of
entities in which they invest.

In addition, certain of the Funds may invest aiparof their capital in one or more other Funds
or in private investment funds managed by thircdtipsr These Funds may be subject to a
layering of significant fees, allocations and exg@Enbecause in addition to their own expenses,
fees and performance allocations, they pay tharesbf their portfolio funds’ fees, allocations
and expenses, including those of any private imvest fund in which they invest.

We generally employ, for the benefit of our Clientemplex proprietary investment strategies
based upon fundamental research as well as onitaiet analysis. We also may employ

macro-economic and geo-political analysis of wonlarkets and the economy, relative value and
directional investment strategies in world marketber analyses of key economic and financial
data, directional, relative value, and distressecestment strategies. We also may analyze
inflation rates, trends in international trade, égment ratios, other economic indicators,

foreign exchange trends, governments’ politicacdl and monetary policies, and the health of
the banking system, supply and demand for equateisother financial products, and the general
level of the market’s risk appetite. The sub-fugéserally invest on a highly leveraged basis,
and the Funds may leverage their investments inrllerlying sub-funds.

Certain of the Funds we manage are multi-strategd§& that impose no material limitations on
the investment instruments, markets or countriegviich we may invest, on the investment
strategies which we may employ, or on the typemount of borrowings which we may enter
into on their behalf. For these Funds, we will oppnistically implement whatever strategies or
discretionary approaches we believe from time rieetmay be best suited to prevailing market
conditions. Over time, the strategies implemeritedhese Funds can be expected to expand,

-7 -
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evolve and change, perhaps materially. We gewyevall not be required to implement any

particular strategies for the multi-strategy Fuadsl may discontinue employing any particular
strategy, whether or not such strategies are spaityfdescribed in the relevant Fund’s Offering
Documents, and without notice to the Funds or itores

We manage other Funds that have a more specifitegir or set of strategies, investment
instruments, markets or countries in which they nmaest. These limitations are described in
each such Fund’s respective Offering Documentg. (fients that are not Funds, we will invest
in such instruments and employ such strategieseaagreed to with our Client.

Following is a description of some of the more #gigant strategies that we may use on behalf
of Clients generally, investment instruments inathwe may have Clients invest, and the risks
associated with them. Not all of the strategiasgstment instruments and associated risks are
relevant to all Clients.

Investment Strategies

Fundamental Strategies

We may use fundamental bottom-up analysis in amgdt to develop a deep, fundamental view
of companies and to identify opportunities acrasgestment instruments. In this context, we
seek to identify those companies which will outfpem as well as those that will under-perform
in the context of a given industry sector. We nesigage in top-down economic analysis to
identify opportunities across a wide range of glabarkets and investment instruments. We
may evaluate economic, political and financial nearkconditions (such as capital flow

information, market positioning, seasonal factdle timing of economic statistics, etc.) in

seeking to identify attractive investment opportiesi

Relative Value Strategies

We use mathematical/statistical or fundamentalysmatechniques in an attempt to identify sets
of positions that we believe could capture possihigpricings between two or more components
of each set. Relative value strategies typicatlyoive taking offsetting positions in related
investment instruments, the price movements of whie anticipated to be significantly but not
entirely correlated. Relative value strategiesudel convertible arbitrage (which is focused on
the identification and purchase or sale of conkktisecurities, convertible preferred stocks,
mandatorily convertible securities, warrants, amticand other equity-linked securities and/or
derivatives), statistical equity arbitrage (in whiong positions are taken in equities assessed as
being undervalued and short positions in equitissessed as being overvalued) and fixed-
income arbitrage.

Directional Strategies

We may identify a perceived mispricing that we &ali can best be captured by taking
“outright” directional positions. In doing so, weay rely on fundamental, quantitative and/or
statistical analysis. Our directional positionteafresult from the application of methodologies
used in the course of implementing our relativeugadtrategies. Certain “arbitrage” strategies
may be characterized as directional strategieutrcredit arbitrage strategies, for example, the
Funds invest, both long and short, in investmestruments issued by companies that are
involved in various stages of bankruptcy and/oafficial distress. These investments may be

-8-
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made in investment instruments with a wide spectofimsk and market sensitivity. Certain of
our energy trading strategies also may be charaeteas directional strategies.

Global Equities Strategy

Our global equities strategy combines detailed déumental stock selection with a rigorous
portfolio construction and risk management framéwodNe generally seek to be at or near beta-
neutral {.e., non-correlated with investments in stock marketides) on a daily basis, and
primarily invest in liquid equity markets. The estment process is driven by detailed, bottom-
up company analysis. Global equities seeks tatiiyerut- and under-performing stocks in each
sector.

Global Credit Strategy

Our convertibles credit strategy combines inputsnfrCitadel’s proprietary capital structure
model with fundamental analysis. The proprietaapital structure model enables detailed
fundamental and quantitative issuer analysis aodiges a unified framework to assess relative
value of an issuer’s equity, equity options andtdé&irusing primarily on U.S. and European
holdings. Our quantitative credit strategy deplogpital through two main strategies: credit
arbitrage and structured credit. Credit arbitrega relative value strategy designed to capture
value primarily based on the potential differenaewalue between bonds and credit default
swaps and fixed income indices and their constitparts. Structured credit focuses on tactical
trading opportunities across fixed income inderdrees.

Commodities Strategy

Our commodities strategy focuses on the North Acagrinatural gas market and European gas
and power markets, as well as global crude oilrafided products and agricultural commodities
markets. This strategy combines fundamental maaketlysis with quantitative analytics to
identify directional and relative value investmepportunities.

Global Fixed Income Strategy

Our global fixed income strategy invests primaniytiquid fixed-income products, mainly in G-
10 countries, either through direct investmentsggavernment bonds and agency mortgage-
backed securities or through derivatives such &sast-rate swaps, futures, options, repurchase
agreements, and reverse repurchase agreements.

Global Macro Strategy

Our global macro strategy deploys capital acrosdball macro themes informed by macro-
analysis and technical perspectives. The macatesly generally seeks to identify investment
instruments that are mispriced relative to a raofganticipated economic outcomes. We may
use both directional and relative value investnsrdategies primarily across G-20 and liquid
emerging markets, fixed income, currency and egs#gurities and commodity markets. We
may make use of fundamental analysis and quamstatnodels through a dynamic and
disciplined approach.

Mortgage Products Investment Philosophy
We employ, for the benefit of certain Clients, artgage products investment philosophy which
combines top-down and bottom-up investment metlogdes. The top-down perspective

-9-
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incorporates macroeconomic and microeconomic viesaio generate short, medium, and long-

term economic views on the U.S. residential morgaigd mortgage securities markets. We use
home price forecasting models that incorporate ogmmomic and microeconomic variables to

evaluate investment opportunities. Our bottom-ugthodology focuses on mortgage asset
analysis that leverages Citadel's data managenesiinigues and housing and consumer
performance information. We have adopted a sysierapproach to mortgage asset selection,
based on both fundamental and statistical anabfstee mortgage asset universe. Citadel has
created its own proprietary set of indices for destial mortgage-backed securities (RMBS),

which provide us with a framework for benchmarkipgrformance and comparing market

pricing and performance information.

Quantitative Strategies

For certain Clients, we may employ quantitativeeisitnent strategies. These strategies apply
mathematical and statistical models to historical aurrent data in an attempt to identify profit
opportunities resulting from “mispricings,” deviatis from statistical pricing patterns, market
anomalies arising from supply and demand imbalgremes other factors. The models generate
potential investment positions based on their aislgf this data. This analysis is combined
with real-time market data to create buy and sellers. There generally are no material
limitations on the investment strategies that maytlized, the models that may be used or on
the quantitative factors that may be analyzed lmh snodels (each of which may change from
time to time), nor is there any assurance as tehwinodels will be used in analyzing any given
investment opportunity.  Strategies may vary antizet different forecasting techniques,
predictive horizons, target markets, investmentrumsents and risk profiles. Although highly
guantitative in nature, the strategies implemermtedrporate certain subjective elements, such
as the decision as to which strategies and modelgse, the selection and weightings of
particular signals, and the market sectors on wkaclfocus. In addition, we may choose to
override the signals utilized by any given modedema variety of circumstances.

Significant Risks

Investing in securities, derivatives and other fiicial instruments involves risk of loss that
Clients and investors should be prepared to b&&ere can be no assurance that a Client’s or
Fund’s objective will be achieved or that the inwesnt strategies we employ will be successful.
Investors and Clients must be prepared to loseratlubstantially all of their investment. The
past performance of a Fund or Client account ismditative of its future results. The following

is a description of the principal risks involveddar investment strategies, generally. Not all of
these risks will be equally relevant to each Fun@leent account at any given time.

Fluctuating Correlation with Stocks and Bonds

Many investors seek to achieve diversificationhait holdings by investing in alternative asset
management programs. For most accounts we mawaggenerally do not seek to achieve any
particular correlation with traditional asset ckssuch as stocks and bonds, and there can be no
assurance that we will experience a low level afalation with a traditional portfolio of stocks
and bonds. This may be particularly true duringqais of market disruption and stress when the
risk control benefits of diversification may be rhawmportant. At any time, our portfolios, or
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portions of the portfolios, may be highly correthteith the financial markets in general, and
during such periods may not provide diversificatimmefits.

Technical Analysis

We incorporate technical analysis factars, the analysis of historical and current marketdat
into our investment decisions. Specifically, weynfiacus on analyzing supply and demand of
certain investment instruments based on issuar@dstes, types of issuances and the behavior
of large market participants with respect to suokestment instruments. Technical analysis is
subject to the risk that unexpected fundamentabfawr other factors may dominate the market
during certain periods. Furthermore, a frequeatpse of technical analysis is that past market
conditions are indicative of future market priceshe influx of different market participants,
structural changes in the markets, the introductadnnew financial products and other
developments could materially adversely affectgitditability of investments made based upon
technical analysis.

Fundamental Analysis

Fundamental analysis — which is based on the th#dway market mispricings exist because
market prices do not incorporate all knowable ecaoand other relevant data — is subject to
the risk of inaccurate or incomplete market infotior® as well as the difficulty of predicting
future prices based upon analysis of all known rimftion. Investments made based upon
fundamental analysis are subject to significantésswhen market sentiment leads to investment
instruments’ market prices being materially disdednfrom the expected prices indicated by
fundamental analysis (as in the case of “flightgqjt@lity” when the demand for certain risky
investment instruments plummets) or when techni@adtors, such as price momentum
encouraged by trend following, dominate the madkegtarticular sectors of the market.

Model Risk

Certain of the strategies we employ are highly ddpat on quantitatively based pricing theories
and valuation models, which we use to evaluate simeent opportunities. These models
generally seek to forecast future price changegdapon a limited number of factors and
inputs. The forecasts generated by these modejgifiar substantially from actual future price
realizations, resulting in major losses. Therelsamo assurance that the models we use will be
effective or will be effectively utilized. Moreokehere can be no assurance that we will be able
to continue to develop, maintain and update theeatsodSince the models we use may depend
upon inputs from various sources, inaccuraciesughsnputs may result in unexpected losses.
In addition, new models or modifications to exigtimodels may expose Clients to losses from a
variety of factors, including conceptual failureglamplementation failures.

Human Error

The decision-making of Citadel personnel will havsignificant impact on the performance of

the Client accounts. Citadel personnel will bgossible for implementing and modifying the

strategies and models used by our Clients. In stases, Citadel personnel may input data or
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make investments manually. All such actions andsitens are subject to human error, which
could have a material adverse effect on the pedaona of our Clients’ accounts.

Projections

Clients make investments that rely upon projectideeloped by Citadel Advisors concerning a
given investment instrument’s future performancel aash flow. Projections are inherently
uncertain and subject to factors beyond our contfidie inaccuracy of certain assumptions, the
failure to satisfy certain financial requirementslahe occurrence of unforeseen events related
to certain projections could result in materiakles.

No Formal Diversification Policies

For certain Clients, we may take highly concenttgiesitions in investment instruments based
on counterparty, issuer, industry, geography, ntaakel/or investment strategy (in each case,
directly or, in the case of derivative instrumeriy, reference). Any such concentration may
subject Clients to greater risk of loss than wauldore diversified approach.

Relative Value Strategies

The success of our relative value strategies dependmarket values converging towards the
theoretical values determined by the valuation nsode utilize and our ability to utilize these
relative mispricings among interrelated investmastruments. Our relative value strategies are
subject to the risks of disruptions in historicaicp relationships, the restricted availability of
credit and the obsolescence or inaccuracy of valahodels we use. In the event of market
disruptions, significant losses may be incurredolvhinay force Clients to close out one or more
positions. Such disruptions have in the past teduih substantial losses. Furthermore, the
valuation models used to determine whether a posis mispriced may become outdated and
inaccurate as market conditions change.

Directional Strategies

Directional investing is subject to all the riskghérent in incorrectly predicting future price
movements. Price movements may be influenced lapticipated factors, or our analysis of
known factors may prove inaccurate, in either gadentially leading to substantial losses.

llliquid Investment Instruments

Certain investment instruments may be, or may begdthquid and may not have readily
ascertainable fair market values. Valuation ohsillyuid investment instruments will be made
consistent with our agreements with Clients. Swualuations will affect Clients’ investment
performance, as well as the calculation of our.feés addition, Clients may only be able to
liquidate these investment instruments, if atatlidisadvantageous prices.

Market Volatility

The prices of the investment instruments can beatNelduring certain, perhaps prolonged,
periods. Market volatility creates the risk thaispions held by Clients may be highly
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unprofitable on an interim basis, even if they vebultimately be profitable. Under certain
market conditions, Clients potentially may be farce® liquidate positions and to realize
significant losses.

Portfolio Turnover

Profits from investments on the basis of short-temarket considerations, mispricings or other
criteria can be short-lived. The turnover rateoof Clients’ positions may be significant,

potentially involving substantial brokerage comnuass, transaction fees as well as clearing
costs.

Global Market Exposure

Investments on a global basis in both developedemndrging markets involve the following
risks, among other risks: (i) currency exchange-rask; (ii) the possible imposition of
withholding, income, excise and other taxes; (¢ absence of uniform accounting, auditing
and financial reporting standards and practices, tggorous disclosure requirements and little or
potentially biased government supervision and eguni; (iv) the risk of terrorism and acts of
war; and (v) economic and political risks, inclugli@xpropriation, exchange controls and
restrictions on foreign investment and repatriabboapital.

Emerging Markets

Emerging market investing is subject to risks nenheyally applicable to investing in more

developed economies, including inefficient cleargygtems, inadequate regulatory, accounting
and disclosure standards, the risk of governmestvantion, expropriation and/or confiscatory

taxation. We generally believe that in emergingkets we have access to inferior information

in comparison to that possessed by many local madeicipants. Emerging markets are also
generally more vulnerable to periods of less ligyidnd extreme volatility than more developed

markets. In addition, when periods of stress odoutleveloped financial markets, emerging

markets as a group may suffer major price declmesless liquidity.

Trade Execution

Certain of the investment techniques we use reqthiee rapid and efficient execution of
transactions, or the ability to accumulate or ligie large positions. Inefficient execution can
eliminate the market opportunities sought with stedhniques.

Transactions may be executed on terms other thase tive intend. For example, a transaction
may be executed in the wrong investment instrunmfentthe wrong quantity or price, to buy
when we meant to sell or to sell when we meanuto Clients will generally bear the losses or
costs of any such errors, except as set forth enapplicable Fund Offering Documents or
managed account agreements.

There is also risk that a counterparty will failgettle a transaction in accordance with its terms
and conditions, thereby causing the Clients toesudfloss.
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Failure to Exercise Conversion Rights on a TimedgiB

From time to time, it is optimal for a holder of c@nvertible security to convert into the
underlying instrument prior to the maturity of sucbnvertible security. In addition, if a
convertible security is called for redemption, iayrbe optimal for the holder to convert before
the applicable redemption date. The failure tor@se conversion rights in a timely fashion —
due to technology malfunctions, human error, m@imiation concerning the terms of a security
and/or other factors — could lead to substantissdés or foregone profits. The large number of
different convertible security issues that may bkltby a Client may increase the possibility of
errors in converting (or not converting) varioususs held by it.

Liquidity

Market liquidity often falls in periods of marketirmoil, dramatically increasing transaction
costs for investors seeking to acquire or liquidagsitions. If we were to seek to liquidate the
assets in a period of poor liquidity, our Clientsultl experience substantial losses. At the
extreme, numerous alternative investment programe hincurred significant or total losses
when attempting to liquidate positions during pedsicof extreme illiquidity — often when
seeking to raise cash to meet margin calls issyaexbnterparties.

Short Positions

A short sale of an instrument entails the theoaétisk of an unlimited increase in the market
price of that instrument, which can, in turn, résalsignificant losses to a Client. Purchasing
instruments to close out a short position in sugtruments can itself cause the price of the
instrument to rise further, increasing losses.tlf&rmore, a Client may prematurely be forced to
close out a short position in a security if a lendesuch security demands the return of the
security sold short.

Short-selling has from time to time been the subpésignificant regulatory scrutiny as well as
substantive regulation. Regulatory initiativegriorease the regulation of the financial markets
are ongoing as a result of the market disruptiohghvbegan in mid-2008, and it is not possible
to predict whether short-selling may be restricigekhaps permanently, in a manner materially
adverse to certain of the strategies we use.

Operational Risks

Our strategies are highly dependent on informatigstems and technology. Any failure or
deterioration of these systems or technology dukutban error, data transmission failures or
other causes could materially disrupt our operationA disaster or a disruption in the
infrastructure that supports our business, inclgidia disruption involving electronic
communications or other services that we, or thattparties we do business with, use or
affecting one of our offices or facilities, mayedt our ability to continue to operate our business
without interruption. Although we and our affikest have back-up facilities for our information
systems as well as technology and business cotytipuograms in place, there can be no
assurance that these will be sufficient to mitigateharm that may result from such a disaster or
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infrastructure disruption. In addition, insuranaad other safeguards might only partially
mitigate the effects of such a disaster or disaumpti

We rely on third-party service providers for cantaispects of our business, including certain
financial operations of the Funds and our othere@#’ accounts. Any interruption or
deterioration in the performance of these thirdiparcould impair the quality of the Funds’ or
other Client accounts’ operations and negativelyaot our investment strategies.

Computer Systems Risks

We rely to a material extent on a wide range of potar hardware and software, including both
proprietary equipment and programs as well as thiosased from third parties (collectively,
“Computer Systems”). We use Computer Systems listantially all phases of our operations,
including research, valuation, trade identificatéord construction, trade execution, clearing, risk
management, back office functions and reporting.

We depend on the reliability and functionality dietComputer Systems which we use, and
Computer Systems are subject to a number of inheneth unpredictable risks. For example,
from time to time: there may occur material errams software programs that are either
unrecognizable or not recognized for significantiqgus; software and/or hardware may
malfunction and/or degrade; telecommunicationsufag, power loss or natural disasters may
occur; security breaches may lead to unintendetksr@r stolen intellectual property; services
provided by third party vendors to support the Catap Systems may be interrupted; and
computerized trading programs may generate andecute transactions many times the
magnitude of, as well in the opposite market dicecto, the transactions which would have
been effected were it not for a Computer Systems.er

While we devote considerable resources to prevgniitentifying and containing the effects of

Computer Systems errors, we consider these ermobe tan intrinsic aspect (and, therefore, a
basic element) of our sophisticated and highlynetdgical trading and execution strategies. We
will be responsible for such errors only as sethfan the Offering Documents, and in our

experience such errors are typically sufficienttiynplex and difficult to prevent — and/or detect

if not prevented — that prospective investors iRumd should assume that such errors will be
both for the account of the Fund and, over timéempially material to its performance (the Fund

to receive the profits as well as to absorb thedesesulting from such errors).

Government Intervention; Market Regulation; Dodadxitk Act

Market disruptions like those experienced in theditrdriven equity market in 2008 as well as
the dramatic increase in the capital allocatedlterraative investment strategies during recent
years have led to increased governmental as wele@datory scrutiny of the “hedge fund”
industry in general.

There have recently been certain well-publicizedidents of regulators unexpectedly
announcing regulatory changes or interpretationsswaddenly and substantially eliminating
market participants’ ability to continue to implemi&ertain strategies or manage the risk of their
outstanding positions that had been implemented irariety of formats for many years. In
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addition, certain of these interventions have baeclear in scope and application, resulting in
confusion and uncertainty which in itself has bewaterially detrimental to the efficient
functioning of the markets as well as previouslgcassful investment strategies.

Recently, various non-U.S. regulatory bodies hawestituted temporary bans on short-selling in
a variety of equities as they did beginning in $apier 2008. Certain non-U.S. regulatory

bodies have also adopted permanent regulationsrénathave the effect of making short-selling

more difficult or costly. These actions are gergradgarded as disrupting market fundamentals
and causing unexpected and volatile increaseseretjuities prices of a variety of issuers, as
short sellers close out their positions by buyiegusities.

Certain legislation proposing greater regulationtte industry is regularly considered by the
U.S. Congress — and from time to time adopted akencase of the Dodd-Frank Wall Street
Reform and Consumer Protection Act (the “Dodd-Fréwak’) — as well as by the governing
bodies of non-U.S. jurisdictions. It is difficutt predict the impact of such legislativatiatives

on our Clients, Citadel Advisors and the marketwlich they invest. The Dodd-Frank Act itself
could result in certain investment strategies incWwhve engage or may have otherwise engaged
for Clients becoming non-viable or non-economicingplement. The Dodd-Frank Act and
regulations adopted pursuant to the Dodd-FrankcAatd have a material adverse impact on the
profit potential of our Clients.

The European Parliament recently adopted a Direciwm Alternative Investment Fund
Managers, which will impose additional requiremeatsl restrictions on investment advisors
domiciled in the European Union (“E.U.”) and invesint advisors that manage investment
funds domiciled or marketed in the E.U.

Regulators have placed a particular focus on dlgoic and high-frequency trading, have
explored its impact on markets, and have considanegin some cases, proposed restrictions on
algorithmic and high-frequency trading. For exaepghe European Parliament has released
draft regulations that would, among other reswitsi, require a minimum resting time for orders.
Any additional regulations, exchange fees or tgptased on high-frequency trading would have
a particularly material adverse effect on certalier@@©s and would result in such Clients being
unable to successfully implement their investmetrategies and fulfill their investment
objective.

To the extent Citadel Advisors or our Clients beeosubject to such requirements and
restrictions, the additional burdens may have aenat adverse effect on our Clients’
performance. It is difficult to predict what ch@asgmay be instituted in the future in the
regulation of our Clients, Citadel Advisors, the rkes in which they invest, or the
counterparties with which they do business, in @aldito those changes already proposed or
adopted in the U.S. or other countries. Any swgjulation could have a material adverse impact
on the profit potential of our Clients, as wellraguire increased transparency as to our Clients’
positions and/or the identity of our Funds’ investo
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Concerns Regarding the Downgrade of the U.S. Cieditng and the Sovereign Debt Crisis in
Europe

Standard & Poor’s has lowered its long-term soggresredit rating on the United States of
America from AAA to AA+, and certain E.U. membeat&s have been unable to service their
sovereign debt obligations, both of which have tiggly affected global markets and economic
conditions. The continued uncertainty over the WiRiget deficits as well as the outcome of the
E.U. governments’ financial support programs anlicpalecisions, including the possibility that
certain E.U. member states may default, experisimo#ar financial troubles and/or abandon the
E.U. and the Euro currency entirely, could furtliesrupt global markets with a potentially
material adverse effect on our Clients.

Disclosure of Investor Information

The Funds are able to access certain major nonrhafkets only if they and/or Citadel Advisors
agree to disclose, if requested, certain infornmatoncerning the investors. Similar regulations
are under consideration in the United States tret also require Citadel Advisors to disclose
investor information.

Regulatory Actions

From time to time, certain of Citadel Advisors’ &mdthe Funds’ activities may be subject to
regulatory inquiries, investigations and/or enfoneat proceedings from U.S. and non-U.S.
governmental agencies, regulatory bodies and smsudommissions, which can be costly and
occupy significant staff time and resources of @a Any such inquiry, investigation or
enforcement proceeding could include civil or cnaliproceedings resulting in a censure, fine,
penalty and/or other sanction, including assetzigegthe issuance of a cease and desist order or
the suspension or expulsion of an individual. Asugh inquiry, investigation or enforcement
proceeding could have a material adverse effethefunds.

Litigation

From time to time, in the ordinary course of thgberations, Citadel Advisors and its Affiliates

(including the Funds) may be subject to litigatiand arbitration which can be costly and
consume resources of Citadel. Any litigation dritaation could have a material adverse effect
on the Funds.

Hedging Risks

We may attempt to hedge certain market or othés risherent in our Clients’ portfolios, but

generally will have no obligation to do so. We mesg a variety of investment instruments for
hedging, the choice of which may turn out in rgbexg to have failed to mitigate the risks as
intended due to market factors or other factors. Wilenot, in general, attempt to hedge all

market or other risks inherent in our Clients’ palibs, and will hedge certain risks, if at all,

only partially. In addition, any hedging stratethat involves the use of OTC derivatives
transactions will be subject to the risks assodiatéh the implementation of new regulations
under the Dodd-Frank Act.
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Investor Concentration Risk

In certain cases, a Fund may have a limited nunobenvestors, especially in the period
following its launch, and some of those investavhich may include affiliates of the Adviser,
Citadel personnel and or other Citadel investorsy tmave contributed a substantial percentage
of the Fund’'s capital. Should one or more of thesestors redeem capital from the Fund,
which they may do for reasons entirely unrelatedht Fund’'s performance, the effect on the
Fund could be materially adverse.

Convexity and the Limits of Agency MBS Hedging

Hedging prepayment risk is complicated by the featof many MBS known as “negative
convexity.” If a Client is hedged for a particukanticipated duration, the Client may incur losses
regardless of the market direction. For examgl@ bond is anticipated to have a five year
duration, but interest rates fall and prepaymeises, then the actual duration of the bond may
turn out to be shorter. If the Client has soldva fyear duration “hedge” against this position,
the Client may wind up over-hedged and may loseenaoor the hedge than can be made on the
target bond. Conversely, if interest rates risg prepayments slow, causing the life of a bond to
extend, the Client may find itself under-hedged aray lose more on the bond than the gains on
its hedge.

Changing Market Conditions

Certain changes in market conditions, for examgpl@ecrease in trading volume or liquidity in a
particular market, could materially reduce a Cleptofit potential.

Differential Access to Information

Citadel Advisors will execute transactions on beledlClients with other market participants
who may have superior information and market irgefice than Citadel Advisors. From time to
time, Clients may incur substantial losses caugeghlinformation disadvantage.

Reliance on the Integrity of Financial and EconofR&porting

A number of the investment strategies we employbehalf of Clients rely on the financial,
economic and economic policy information made add by companies, governmental
agencies, exchanges, consulting and research &mdscentral banks. Data such as financial
performance and prospects for individual compani@semployment rates, inflation and
expectations of inflation, consumer confidence mess the determination of the London
Interbank Offered Rate (“LIBOR”), sovereign debsuance calendars and numerous other
factors can have a material effect on the investmpesitions Citadel Advisors takes on behalf of
Clients. However, Citadel Advisors has limited,aify, ability independently to verify such
financial, economic and/or economic policy inforroat Citadel Advisors is dependent in this
regard upon the integrity of both the individualsdahe processes by which the entities that
publish such data produce their results. Clieotglcc incur material losses as a result of the
misconduct or incompetence of such individuals and/failure of or substantial inaccuracy in
such processes.
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Reliance on Mortgage Underwriters and Servicers

The likelihood of mortgages being paid is basedr@gton the payments being received on the
underlying receivables. In assessing the qualitgifierent mortgages, Citadel Advisors is
wholly dependent on information furnished by mogigaoriginators and servicers and certain
mortgage originator and servicer information. GCa#laddvisors has limited, if any, ability
independently to verify such financial informatioeceived by it. Inaccurate information
concerning the underlying mortgages can cause rabl@sses.

Agency Risk

Certain Agency MBS may have lower credit risk, esqléy after the government “takeover” of
the agencies. However, political action or othgpredictable events may lead to at least certain
Agency MBS, even if ultimately paid, not being paidmptly.

Rating Agency Uncertainty

Downgrading of issuers and/or Investment Instrusientwhich Clients invest could lead to
substantial losses, and Citadel Advisors may noalide to rely with confidence on the ratings
given to issuers in which Citadel Advisors is cdesing investing on behalf of Clients.

Risks Associated with Leverage, Financing Arrangeisiand Counterparties

Leverage; Financing; Availability of Credit

Certain sub-funds invest on a highly leveraged fhamnd certain Funds may leverage their
investment into the sub-funds. Leverage may bé&set in numerous ways, including through

loans for borrowed money and the leverage embeunidédrivative instruments. The amount of

leverage used by a sub-fund or a Fund at any tianelye large in relation to its capital. Certain

Funds and sub-funds that use leverage are notcsubjany restrictions on the amount or type of
leverage they may use. We will determine suchrbeye based on factors we deem relevant.
The use of leverage can dramatically magnify batimgand losses, increasing the possibility of
a total loss of investment.

Leverage achieved by a Client through margin boimge/ requires our Client to post collateral
with brokers and counterparties that provide fimagdo our Client. Brokers and counterparties
have broad discretionary authority over valuatidnoar Client’s assets they hold, and the
amount of collateral required. A broker or couptety may have the right to (i) reduce the
valuation of our Client’s assets they hold, inchglicollateral posted by our Client; (ii) require
our Client to post additional collateral; and/ar) (ieduce unilaterally the credit extended to our
Client for a number of reasons, including reastias have no bearing on the creditworthiness of
our Client. Any such action by a broker or coupéety could lead to a margin call on our Client
or result in our Client having to sell assets atree when our Client would not otherwise choose
to do so. If our Client does not meet a margin icekccordance with the relevant financing
agreement, the broker or counterparty may declae Glient in default and liquidate our
Client's assets held by the broker or counterparty.
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The investment strategies we employ depend on\taiadility of credit in order to permit our
Clients to finance their portfolios. The creditadable to our Clients could be dramatically
reduced for a significant length of time. A Clisninhability to access secured and/or unsecured
financing facilities and markets could significanittnpact its performance. Any or all of these
situations could arise due to circumstances thanag be unable to control.

Lending Activities

The investment instruments of certain sub-fundsl@meed to, borrowed from, pledged to and
otherwise financed with third parties or other Faindrhird parties and other Funds that enter
into financing transactions with sub-funds may défan their obligations to return investment

instruments or to otherwise pay amounts owed tetiefunds.

Financing Arrangements through Related Personsiw@io€l and Citadel Funds

To the extent allowable by law, certain Funds andldb-funds may, from time to time, obtain
financing from our affiliates. Not only do thesmancing arrangements involve material
conflicts of interest, but also the lending partiesy be required to accelerate loans or otherwise
limit extensions of credit due to factors unrelatedthe performance of the borrowing party
itself.

Counterparty and Credit Risk

There is a risk that prime brokers, counterpariéesaring houses or exchanges with which we
deal, including brokers and counterparties that affdiated with us, may default on their
obligations to our Clients. Any default by anysaefch parties could result in material losses to
our Clients.

Leveraged Exposure to Sub-Funds

Multiple Funds may invest in the same sub-funds arad/ use leverage in doing so. The
allocations and reallocations of capital by Furmadsnf such sub-funds could materially adversely
affect the sub-funds and may be compelled by thmag®f their leveraging arrangements. As a
result of the possible application of differentdeage terms to different groups of investors in a
sub-fund, such sub-fund as a whole may be subgetalbilities relating to only one group of
investors in such sub-fund.

We may arrange for certain of the sub-funds to nth&proportionate allocations of their profits
and losses to certain levered participants. kexpected that these levered participants will
primarily consist of related persons of the Advised entities in which such related persons
have an interest. If such disproportionate aliocst are made, the Fund will most likely use
additional leverage in the course of its investmactivities. This additional leverage will
expose all investors (and the Fund) to additioisil, mlthough only the levered participants will
participate in the disproportionate allocations.highly disrupted markets, it is possible thas thi
could adversely affect the investors. If the Fergeriences substantial losses, it is possible that
losses attributable to the additional market exposuncurred in connection with such
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disproportionate allocations could deplete capatéibutable to investors which are not such
levered participants.

Deferred Expenses

Prior to January 1, 2009, Citadel deferred recefptertain Reimbursable Expenses from one
Fund. Such deferred Reimbursable Expenses mayewmsraged up to 300%, effectively
permitting Citadel to make use of the Fund’s boirmgacapacity. The leveraging of the deferred
Reimbursable Expenses effectively results in thedFtaking on larger positions than it
otherwise would. In highly disrupted markets sitpiossible that this could adversely affect the
investors in the Fund.

Investment Instrument Risks

Equity Securities

Certain of our investment strategies invest in ggand equity-linked securities (including
equity-based derivatives), the values of which waith an issuer’s performance and movements
in the broader equity markets. Numerous econoragtofs, as well as market sentiment,
political and other factors, influence the valueeqguities. At any given time, our Clients may
have significant investments in companies with $enatharket capitalizations. These securities
often involve greater risks than the securitiesaojer, better-known companies, including less
liquidity and greater volatility.

Debt Securities

Debt securities, including convertible debt sedsit may be subject to price volatility due to
various factors including changes in interest rategrket perception of the creditworthiness of
the issuer and general market liquidity. In additio the sensitivity of debt securities to overall
interest rate movements, debt securities involfendamental credit risk based on the issuer’s
ability to make principal and interest paymentgtondebt it issues.

Sovereign Debt

Certain Funds invest in debt securities issued bj0OGountries, including debt obligations
issued or guaranteed by national, state or praafigvernments, political subdivisions or quasi-
governmental or supranational entities. G-10 gowemts often intervene in the markets for
their debt for a variety of economic and/or poéticeasons.

Certain Funds may also invest in non-G-10 goverrindet securities. Such securities may
involve a high degree of risk and the issuing gowegntal entities may default on or restructure
their obligations. Certain sovereign debt may hame-investment grade ratings or be in distress
or even default.

Currencies

Clients may be subject to two types of exchangeniak: the risk of speculative currency trading
and the exchange rate risk inherent in investinglaial investment instruments denominated in
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different currencies. We may trade currencies dertain Clients on a speculative basis.
Currency trading involves positioning in anticigetiof movements in exchange rates among
countries. Exchange rates can change dramatiozly short periods of time, particularly
during times of political or economic unrest orasesult of actions taken by central banks,
which may be intended directly to affect prevaileghange rates.

Moreover, many of the investment instruments inowhour Clients invest are denominated in
currencies other than the U.S. dollar, and cekia$ dollar denominated investment instruments
are convertible into investment instruments denateid in other currencies. Clients holding
these and other positions are subject to the hakéxchange rate movements will cause losses
on positions which might otherwise have been pabfé.

Derivative Instruments

We make extensive use of various derivative insémist These instruments typically involve
highly leveraged exposure to underlying referenagskts from which such instruments derive
their performance, at least in part. The use oivdBves involves a variety of material risks,
including the possibility of counterparty non-perfance as well as deviations between the
actual and the theoretical value of such derivativ€hanges in the volatility of the price of an
underlying security or index may make a large défee to the theoretical value of a derivative
instrument. Derivatives are subject to a wide etgrof contractual terms including a range of
“early termination events” permitting the countetgato liquidate the position prematurely.
Derivatives may be extremely illiquid, and in macgses, derivative positions may be offset
only by transacting with the counterparty to the\gsive.

Options

We may buy or sell (write) both call options and pptions on either a covered or an uncovered
basis. The value of options is materially affedbydnarket volatility. If we were to incorrectly
forecast near-term market volatility, our Clienteymincur substantial losses on their options
trading. The seller of an uncovered call optioarbdahe risk of an increase in the market price of
the underlying security above the exercise pridackvrisk is theoretically unlimited.

Futures

We trade futures in certain of our strategies.ufag are often inherently highly leveraged (often
with margin deposits as low as 2% to 15% of contvatue), and can become illiquid due to
exchange-imposed price fluctuation limits. Futumestracts can involve significant risks,
including price volatility and potentially unlimidelosses if prices move against a position. The
successful trading of futures for speculative psgsois subject to the ability to predict correctly
movements in the direction of the relevant market, do the extent the transaction is entered
into for hedging purposes, to determine the caticeiabetween the position being hedged and
the price movements of the futures contract.

The regulation of futures trading on non-U.S. exges differs materially from that on U.S.
exchanges, and we may have a significant competiisadvantage to other market participants
in trading on such exchanges.
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Credit Derivatives

Certain Clients purchase and sell credit derivativ€redit derivatives trading is subject not only
to the credit risk of the issuer of the underlyiobligations to which such derivatives are
referenced, but also to the credit risk of the ¢erparty to the credit derivative transaction itsel
In certain cases, the credit derivatives markedigsificantly less liquid than the market in the
underlying debt obligations, particularly if therative is highly customized and individually
negotiated.

Energy-Related Investment Instruments and Markets

Certain Clients may invest in a wide range of epeagd energy-related markets including

natural gas, crude and refined oil products, poavet coal. Such Clients may invest through
physical and financial derivative instruments. Téergy and energy-related markets are
susceptible to significant short-term price voligtibs a result of a variety of factors which are
inherently unpredictable, such as weather-relateshts, rate and tariff regulation, government
ownership of certain major market participants, uhstable political situation in the Middle East

and elsewhere, consumer advocacy and the tradingtyaof market participants. The energy

markets are also subject to price volatility agsutt of breakdowns in the facilities necessary to
produce, refine, transport, store and deliver ptajsnergy.

Credit Default Swaps

We use credit default swaps in certain tradingtetiias. Credit default swaps involve different
risks from investing in the reference obligatiomedily. In addition to general market risks,
credit default swaps are subject to liquidity riskd counterparty credit risk. Credit default
swaps are a relatively new form of financial ingtent. The size and relative immaturity of the
credit default swap market may expose a Clienatgd and unexpected risks.

Given the fact that most credit default swap carsrare bilaterally settled rather than centrally
cleared (notwithstanding the phase in of centeuthg for certain credit default swap indices in
2013), settlement of such contracts may also bayddl beyond the time frame originally

anticipated by counterparties, and disputes mambe likely to arise as settlement is delayed.
Such delays may adversely affect a Client’s abitityptherwise productively deploy any capital

that is committed with respect to such contracts.

Regulation of the OTC Derivatives Markets

As noted above, the Dodd-Frank Act and applicablgulations of the SEC and the CFTC
include provisions that comprehensively regulate @TC derivatives markets for the first time
requiring certain OTC derivatives to be executedegulated markets, submitted for clearing to
regulated clearinghouses, and reported to regulatede data repositories. OTC trades
submitted for clearing are subject to minimum alitand variation margin requirements set by
the relevant clearinghouse, as well as possiblgimaequirements mandated by the SEC or the
CFTC. The regulators also have been accorded latisacktion to impose margin requirements
on non-cleared OTC derivatives. OTC derivativeleisawill themselves be required to post
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margin to the clearinghouses through which thewrctbeir customers' trades instead of using
such margin in their operations, as is currentiyrpied.

OTC derivative dealers and major OTC derivativegketa participants will be required to
register in such capacity with the SEC and/or tHelrC. Such dealers and major market
participants may be subject to minimum capital amtgin requirements, and the dealers to a
number of other regulatory requirements.

Although the Dodd-Frank Act may ultimately achieig intended effect of increasing the
transparency of the OTC derivatives markets whiko aeducing the risks of default by
counterparties in such markets —developments whalkld benefit the Clients — it seems
likely that there will be a period of uncertaintydadelay in implementing the Dodd-Frank Act.
Any change in the structure of the OTC derivativesrkets potentially could be adverse to the
Clients.

Interest Rate Risks

The prices of investment instruments may be semwsito interest rate fluctuations and
unexpected fluctuations in interest rates couldseahe corresponding pricing of long and short
positions to move in directions which were notially anticipated. In addition, interest rate
increases generally will increase the interestywagrcosts of borrowed investment instruments
as well as the cost of the leverage. To the extattinterest rate assumptions underlie the thesis
of a particular position, fluctuations in interesites could invalidate those underlying
assumptions and expose the our Clients to losses.

Distressed and High-Yield Investment Instruments

We may invest in investment instruments issued typmanies in weak and/or deteriorating

financial condition, experiencing poor operatingulés, needing substantial capital investment,
perhaps having negative net worth, facing speaaipetitive or product obsolescence problems
or involved in bankruptcy or reorganization prodegd. Investments of this type may involve

substantial financial and business risks, which @ten heightened by an inability to obtain

reliable information about the issuers. Such itmesits can result in significant or even total
losses. In addition, the markets for distressed high yield investment instruments are

frequently illiquid.

The market prices of distressed and high-yield stwent instruments are subject to abrupt and
erratic market movements and above-average pritility, and the spreads between the bid
and asked prices of such investment instruments beagreater than those prevailing in other
markets. It may take a number of years for thekaetgorice of such investment instruments to
reflect their intrinsic value.

In liquidations and corporate reorganizations, eéhexists the risk that the liquidation or
reorganization will be unsuccessful, will be deldyer will result in a distribution of cash or a
new investment instrument that is worth less th&watva Client paid for its original investment.
Distressed investment instruments also may be aeleaffected by U.S. state and federal laws
relating to, among other things, fraudulent trarsséend other voidable transfers or payments and
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lender liability, as well as the Bankruptcy Courpswer to disallow, reduce, subordinate or
disenfranchise particular claims.

MBS

MBS are securities that entitle the holders toikecpayments that depend primarily on the cash
flow from a specified pool of mortgage assets, egithixed or revolving, that by their terms
convert — if paid in accordance with their tenorirte cash within a finite time period, together
with rights or other assets designed to assuresdhacing or timely distribution of proceeds to
holders of the MBS.

Holders of MBS bear various risks, including ligtydrisks, interest rate risks, market risks,
operations risks, structural risks and legal riSkse structure of an MBS and the terms of the
investors’ interest in the collateral can vary viyddepending on the type of collateral, the
desires of investors and the use of credit enhaestanAlthough the basic elements of all MBS
are similar, individual transactions can differ kedly in both structure and execution.
Important determinants of the risk associated wg#uing or holding the securities include the
process by which principal and interest paymergsatdiocated and distributed to investors, how
credit losses affect the issuing vehicle and th&meto investors in such MBS, whether collateral
represents a fixed set of specific assets or at¢spumether the underlying collateral assets are
revolving or closed-end, under what terms (inclgdithe maturity of the MBS itself) any
remaining balance in the accounts may revert tagheing entity and the extent to which the
entity that is the actual source of the collatexssets is obligated to provide support to the
issuing vehicle or to the investors in such MBS.

Residential Mortgage-Backed Securities (‘RMBS”)

Holders of RMBS, bear various risks, including aredks, liquidity risks, interest rate risks,
market risks, operational risks, structural riskd &gal risks. Credit risk is an important issae i
RMBS because of the significant credit risks inhérie the underlying collateral and because
issuers are primarily private entities.

Due to the increasing or decreasing likelihood refppyments resulting from changes in interest
rates and other factors, mortgages have an unknoaturity. In the absence of a known
maturity, market participants generally refer to estimated average life. An average life
estimate is based on an assumption regarding atiscl prepayment patterns, which are based
on the estimation of future mortgage rates, curcentitions in the relevant end use markets and
other factors. The assumption is necessarily stibge@nd there can be no assurance that
estimated average life will correspond to the dcuarage life.

The adverse effects of prepayments may impact enti portfolio in two ways. First,
particular investments may experience outrightdesas in the case of an interest-only security
in an environment of faster actual or anticipateeppyments. Second, particular investments
may underperform relative to hedges that CitadeVigats may have constructed for these
investments, resulting in a loss to the Client'®rall portfolio. In particular, prepayments (at
par) may limit the potential upside of many RMBStheir principal or par amounts, whereas
their corresponding hedges often have the potefotialnlimited loss.
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RMBS are subject to a number of risks unrelatedhiether the underlying mortgages are paid.
For example, RMBS structures often incorporate swapl other derivatives which are subject
to counterparty risk. In addition, the entitiesdnarge of servicing the underlying mortgages
could result in defaults on payments on the RMB$§pde the underlying mortgages themselves
being paid. The RMBS securities themselves geneiralblve a “liquidity provider” in order to
accommodate mismatches between the payment flowhe@mortgages and on the RMBS
themselves. These liquidity providers may defaultmay be entitled to terminate or materially
increase the expense of such facilities, impaipagment on the RMBS.

In the case of non-U.S. mortgages, the RMBS willsbbject to exchange rate risk and/or the
expense of exchange rate hedging which can mayereaduce the amounts available to make
payments on the RMBS.

Collateralized Debt Obligations (“CDOs”)

For certain Clients, we may participate in CDOsachkhare pools of mortgages, the cash flows of
which are divided up into different senior as veslsubordinated tranches.

These CDOs may participate involve substantial mizggional, syndication and ancillary fees.

Investments in these CDOs may frequently be subateliin right of payment to other securities
sold by the CDO and not readily marketable. Dependpon the default rate on the collateral
of the CDO, the Company may incur substantial lesse its CDO investments. In addition,

when a Client sells securities or assets held kg & CDO, the Client may not receive any
residual interest in such CDO so that any profiet the Client might have recognized on such
securities or assets will no longer inure to thedb of the Client.

CDOs are subject to credit, liquidity and intenege risks. In particular, investment-grade CDOs
may have greater liquidity risk than investmentegrgovernmental or corporate bonds. There is
no established, liquid secondary market for manyhef CDOs our Clients may purchase. The
lack of such an established, liquid secondary narie@y have an adverse effect on the market
value of such CDOs and the Client’'s ability to dtém. Further, CDOs may be subject to
certain transfer restrictions that may further niestliquidity. Therefore, no assurance can be
given that if the Client wished to dispose of atipatar CDO, it could dispose of such an
investment at the prevailing market price.

The performance of CDOs may be adversely affecyethéicroeconomic factors, including: (i)
general economic conditions affecting capital mexlend participants therein; (ii) the economic
downturns and uncertainties affecting economies eaqltal markets worldwide; (iii) recent
concern about financial performance, accounting ather issues relating to various publicly
traded companies; and (iv) recent and proposedgesaim accounting and reporting standards
and bankruptcy legislation.

CDO structures are complex and evolving; Clientsyrba subject to a number of as yet
unanticipated risks in participating in CDOs (baththe case of CDOs sponsored by Citadel
Advisors and by third parties).
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Lender Liability Considerations; Equitable Suboraliion

In recent years, a number of judicial decisionghie United States have upheld the right of
borrowers to sue lenders or bondholders on thesbakivarious evolving legal theories
(commonly referred to as “lender liability”). Geady, lender liability is founded upon the
premise that an institutional lender or bondholtas violated a duty (whether implied or
contractual) of good faith and fair dealing owedthe borrower or issuer or has assumed a
degree of control over the borrower or issuer tesyin the creation of a fiduciary duty owed to
the borrower or issuer or its other creditors ockholders.

In addition, under common law principles that inmgocases form the basis for lender liability
claims, if a lender or bondholder: (i) intentioyaltakes an action that results in the
undercapitalization of an obligor to the detrimehbther creditors of such obligor; (ii) engages
in other inequitable conduct to the detriment afhsother creditors; (iii) engages in fraud with

respect to, or makes misrepresentations to, sueér atreditors; or (iv) uses its influence as a
lender or bondholder to dominate or control angislito the detriment of such creditors, a court
may elect to subordinate the claim of the offendegder or bondholder to the claims of the
disadvantaged creditor or creditors, which remeddaion is called “equitable subordination.”

Because of the nature of CDOs, a Client may beestltp claims from creditors of an obligor

that debt obligations issued by such obligor that lseld by the Client should be equitably
subordinated.

Structured Investment Products

Certain of the Funds may issue, acquire or othervparticipate in a variety of different
structured investment products; for example, tetirn swaps, participating notes, options and
collateralized debt obligations. These structureddpcts involve not only the risks of the
underlying “reference asset,” but also the riskscl(iding acceleration of the financing
embedded in the structure and/or restrictions iragosn the management and nature of the
permissible reference assets) and costs of cretngtructured products.

Tax, Litigation and Requlatory Risks

Tax Risks

We do not provide tax advice to Clients. Our irieent decisions are based primarily on
financial, not tax, considerations and could redtdim time to time, in adverse tax consequences
for Clients. Clients and investors in the Fundsyrba subject to U.S. federal, state and local
income tax as a result of their investments. @@iemd Fund investors also may be subject to tax
in certain jurisdictions outside the United Statéscluding through the application of
withholding taxes.

Each prospective Client or prospective investor i Fund should consult with and must
depend on their own tax advisors regarding the taxonsequences of investing.
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Use of Related Persons to Provide Trade Executimh@earing Services

We may extensively use our related persons as grgdurokers and/or clearing brokers and/or
futures commission merchant brokers (“FCM”) foredlis. When using our related persons as
FCMs, certain Funds may not be treated as a “custoaf such related persons for purposes of
the Commodity Exchange Act and the rules of the Clgfomulgated thereunder, and may not
be entitled to other regulatory, customer fundsresgation or bankruptcy law protections
otherwise available to customers of a FCM. AlthHowg Fund may, from time to time, pay
commission rates, transaction costs and clearistsdo our related persons through which it
executes transactions which are greater than wbaldncurred if another executing broker
and/or clearing broker were used, we will use @lated persons as executing and/or clearing
brokers only in circumstances where we believegusirch related persons is not opposed to the
best interests of the Fund and that the terms oh surangements are fair. To the extent
applicable, we will seek to obtain “best executias such term is generally interpreted within
the relevant jurisdiction.

Indemnification

The terms of each Fund’s Offering Documents gehefhahit our liability and the liability of
certain of our related persons (each, an “Indemaiffarty”) and provide that the Fund shall
indemnify the Indemnified Parties against all ligi@s, damages, losses, costs and expenses
resulting from or arising out of (a) any act of thmlemnified Party; (b) the operations or
activities of the Fund; (c) the Fund’s governinguaiments; or (d) the offer or sale of interests in
the Fund, except by reason of acts or omissios dhdemnified Party that are explicitly found
by a court of competent jurisdiction, upon entryadinal judgment rendered and unappealable,
to constitute fraud or willful misconduct for cartaFunds and gross negligence, fraud, or
reckless or intentional misconduct for certain othands. Investors should read the relevant
Fund’'s governing documents carefully and consudirtprofessional advisors about these and
other provisions before investing. The terms of managed account agreements also may
contain provisions limiting our liability for losseincurred by such Clients to losses that are
directly due to fraud, gross negligence, mateniahbh of contract or willful default by us or our
employees, delegates or affiliates and also estaldi cap on the monetary amount of any
damages, to the extent permitted by applicable law.

Certain Funds may require investors to make cautiobs to the Fund to cover the cost of the
Fund’s indemnification obligations to us and ouated persons. These contributions may be
subject to limitations as described in the Fundfehg Documents.

Risk Management

We actively take risk on behalf of our Clients,edily exposing our Clients to the risk of loss
under a wide variety of market conditions. We hagtablished risk management processes
designed to identify, measure and monitor certizksrassociated with the investment activities
undertaken on behalf of our Clients. These riskagament processes are intended to assist us
in our investment decision-making process, anddémtify certain risk exposures that we may
choose to hedge or otherwise mitigate. However,ritk management processes may fail to
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identify or anticipate a wide variety of risks thaty adversely affect our Clients, potentially
exposing Clients to material unanticipated losses.

VI. Disciplinary Information

We have no information to report with respect tis ttem.
VII. Other Financial Industry Activities and Affil iations
General

Certain of our related persons provide certain adstrative services to the Funds, and we have
full discretionary investment management authootser the Funds’ investments. Related
persons and certain investment professionals reggenfor the activities of a Fund may have
other responsibilities on behalf of us and ourteslgpersons or serve in any capacity with such
Fund as well as other Funds.

Investment Advisers

Citadel subsidiaries Citadel Europe and Citadel ¢Hdfong provide investment advisory
services to us in connection with our managemerthefFunds and our investment advisory
services to other Clients. Citadel affiliate CAl2an investment adviser and manages certain
Funds.

Broker-Dealers/Futures Commission Merchants

We have related persons that are broker-dealer®m@delated person that is an FCM. Certain

of these broker-dealers are owned by the Fundde e other broker-dealers and the FCM are

owned by our related persons. We and our reladesbps may earn substantial fees and receive
other benefits when the Funds transact with andtlseservices of these broker-dealers. In

addition, certain of the persons who are registegpdesentatives of our related broker-dealers or
associated persons of the related FCM are manag¢mesons of the Adviser.

Citadel Securities LLC (“Citadel Securities”) isbaoker-dealer registered with the SEC and a
member of the Financial Industry Regulatory Assthmm Inc. (“FINRA”), a number of
securities and futures exchanges and clearing maf@ns. The primary strategies in which
Citadel Securities engages are U.S. options andtiegjumarket-making, trade execution,
clearing and financing services, and proprietaaglittg. Some Clients use Citadel Securities’
trade execution services where we believe thesacesrwill help obtain better execution for
Fund transactions and achieve operational efficgsncCitadel Securities also may provide trade
clearance and settlement services for our Clie@tisadel Securities also may maintain custody
of investment instruments for our Clients. We rhaye an incentive to use Citadel Securities to
execute transactions that conflicts with our datygeéek best execution. We have addressed this
conflict of interest through policies and proceduraetended to ensure that we seek best
execution.

We may have a conflict of interest between ther@ses of our Clients and the interests of
Citadel Securities and its clients. However, wkelbe that the business structure and processes

-29-

ActiveUS 107103040v.3



that serve to separate Citadel's asset managememess from the operations of Citadel
Securities, together with Citadel's compliance giek and procedures, address this conflict by
reasonably ensuring that we will put our Clientderests first in managing their assets.

Citadel Securities also is an FCM registered wita CFTC and a member of the National

Futures Association. As such, Citadel Securiti@y solicit and accept orders and clear trades
for the purchase or sale of commodity futures gottbas thereon for its own account and certain
of its affiliates.

Palafox Trading LLC (“Palafox”) is a broker-dealegistered with the SEC and a member of
FINRA and the Fixed Income Clearing Corporationalalfox’s business focuses on securities
borrowing and lending, and repurchase and revesparchase transactions involving certain
types of fixed income securities.

Citadel Securities (Europe) Limited (“CSE”) is aotized and regulated by the UK Financial

Services Authority as a broker-dealer. CSE is alseember of a number of European equities,
options and derivative exchanges. CSE engagesopriptary trading strategies and also may
provide trade execution services to certain ofrélsted persons, including the Funds. CSE
provides trade execution services to unrelated tharties.

Citadel Securities (Hong Kong) Limited (“CSHK”) ikensed and regulated by the Securities
and Futures Commission in Hong Kong to carry onrédgeilated activities of Dealing Securities
(Type 1) and Dealing in Futures Contracts (Type €SHK is an exchange participant of the
Stock Exchange of Hong Kong Limited and the Honghéld-utures Exchange Limited. It is

approved as a market maker of a number of stoclormptand index options by the Stock
Exchange of Hong Kong Limited and the Hong KonguFes Exchange Limited.

Investment Companies

We may act in an advisory capacity to one or makestment funds that may be considered
“investment companies” under the Investment CompAny and we or our affiliates may
provide administrative or distribution servicesstech entities. In connection therewith, we may
serve as general partner or managing member ofentdfes, certain of our personnel may serve
as directors, trustees and/or officers of suchtiestiand our personnel and our affiliates may
invest in such entities.

Commodities and Futures

Citadel Advisors and CAL2 are each registered i CFTC as a commodity pool operator
(“CPQO”) and a commodity trading advisor (“CTA”) arade members of the NFA. Certain
management persons of Citadel Advisers and CALZ2pdreipals approved by the CFTC and
NFA, and also may be registered with them as aatsatpersons.
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VIII. Code of Ethics, Participation in Client Tran sactions and Personal Trading

Code of Conduct and Personal Trading Policy

We have adopted a code of conduct and personastmeat policies in furtherance of our

commitment to compliance with applicable laws atahdards of business conduct. We prohibit
employees from using or attempting to use theiitjppsat Citadel to obtain improper personal

benefits for themselves or any other person.

Our personal investment policies permit employeesyest for their personal accounts, subject
to certain guidelines and restrictions. All per@ogecurities transactions by employees, certain
family members, and other accounts in which sugetripersons have a financial interest must
be conducted in accordance with the requirementaippersonal investment policies. Among
other things, our policies require that certainspeal securities transactions by employees be
approved in advance by the compliance departm€sttain personal securities transactions are
subject to a minimum holding period. Employees tmugport certain personal securities
holdings upon employment and periodically theregaftend arrange for certain duplicate
confirmations and account statements to be seditéolel’s compliance department.

We also have adopted policies and procedures iatetalprevent employees from being unduly
influenced in their decisions by the receipt otgyibr other inducements from third parties, such
as trading counterparties, vendors or investoraplByees are required to report certain business
gifts, and are prohibited from accepting or givoegtain types of business gifts. In addition, our
policies set forth standards for business entertamt provided by third parties, or provided by
our employees to others. We will provide a coppwf code of conduct and personal investment
policies to a Client or prospective Client uponues.

Investments by Related Persons

Employees and other related persons buy and s&lsiment instruments for their own accounts
or the accounts of others. These transactionsheaihe same as or different from transactions
that we execute for a Client. We may, but do natehan obligation to, engage in any
transaction or make any investment for any Clientspective of whether one or more related
persons do so for their own accounts or for theawtof any other person and, generally, no
Client or investor shall have any first refusal;iceestment or other right with respect to any
such transaction or investment. The principlegshef doctrine of “corporate opportunity” or
other similar rights or claims do not apply to dealings with Clients.

We and our related persons will have different eooie interests in different Funds and,
accordingly, may have incentives to favor certaimds over other Funds or other Clients or
cause investments to be made, managed or reafizeekking the interests of such other Funds
or Clients. Certain of the Funds may have a sualistanvestment, directly or indirectly, by our
related persons. As noted under Item 4 of thise8ale F, substantially all of the assets of
certain Funds are invested in sub-funds in whichcertain cases, other Funds also invest.
Combining the assets of the different Funds hataiceeconomies of scale, but also involves
various costs and risks. Costs may include ligiodecosts shared by all investors in a sub-fund
due to such sub-fund liquidating positions in orttefund a capital withdrawal by one investor
or group of investors. As a result of the possibplication of different leverage terms to
different groups of investors, including principalsd employees of Citadel, the sub-fund as a
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whole may be subject to liabilities relating to ymne group of investors in such sub-fund.
Risks also may include the risk of “cross-collaliegedion” losses that could arise if the capital
attributable to one investor or group of investoesomes subject to liabilities relating to other
investors. In addition, Funds and other invesitomsur sub-funds, including our related persons,
may be subject to different redemption or withdrbetgams.

Outside Activities of Citadel Personnel

Certain employees may be active in and serve omtheagement committees or boards of
directors of various exchanges, clearing housef;regulatory organizations and trade

associations in which we, a related person of aurg, Client is a member. In addition, certain
of our personnel and related persons may servaebdard of directors of an issuer in which a
Client invests or is contemplating investing. Syatsonnel could have a conflict of interest
between discharging their obligation in such cagegiand acting in the interest of a Client.

Certain of the Funds do not limit our ability oryarelated persons’ ability to form or manage

other funds or accounts of any nature whatsoewertfzere are and will be no limitations on any

such funds or accounts engaging in transactionk Wie Funds. Moreover, there are no

limitations on our ability or any related persoability to engage in other business or investment
activities, whether related or unrelated to the dsumnd that may or may not engage in
transactions with the Funds.

We and our related persons are not subject to g@egifec obligations or requirements
concerning the allocation of time, effort or invesihnt opportunities to Clients, or any
restrictions on the nature or timing of investmefais Clients, our proprietary accounts or our
related persons’ proprietary accounts. Our priasi@re not obligated to devote any specific
amount of their business time to the affairs of Altviser, and we and our related persons are
not required to accord any exclusivity or priority any Client in the event of “limited
availability” investment opportunities and, as aulg conflicts of interest may arise.

Confidential Information

By reason of our or our related persons’ business\@stment activities, we or such related
persons may acquire confidential information or eotfise be restricted in our or their
investment activities, and, in such event, we andich related persons may not be free to act
upon such confidential information. Moreover, disesuch confidential information and/or
restrictions, we may not initiate a transactionddClient that we otherwise might have initiated,
and our Client may, as a result, be required tantaai a position that it otherwise might have
liquidated, or be required to refrain from acquiria position that it otherwise might have
acquired.

Principal and Agency Cross Transactions

Clients may, from time to time, purchase and/ol selestment instruments with and through
our related persons. With respect to certain girese such transactions may occur regularly and
frequently. Certain of these transactions may theced on a principal, cross, agency or
“agency cross” basis. Principal and agency cromssactions will be effected in accordance
with applicable law. Client consent may be reqiifer certain transactions. An Investors’
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Representative Committee established for certamd&yrovides a mechanism for us to obtain
informed consent of the Fund’s investors to a t@atisn if we believe such consent is required
or advisable. The Investors’ Representative Comesiihas been structured with the purpose of
ensuring that it is independent of us, and, in,facts in the interests of the Fund’s investors
other than us. However, transactions that thesliove’ Representative Committee reviews may
involve material conflicts of interest among us amar related persons. The role of the
Investors’ Representative Committee is not to makestment recommendations or comment
on the merits of our investment recommendations.reviewing a transaction, the Investors’
Representative Committee may rely on informatioovigted by us or, at our request, one or
more independent third-parties (including finan@alvisors and consultants). The Investors’
Representative Committee will approve a transadfitime Investors’ Representative Committee
determines that the terms of the transaction ansistent with terms that would reasonably be
expected in a comparable transaction between uedelparties. For separately managed
accounts, any Client consents required will beiakthin the manner provided in the agreement
between us and our Client.

Other Related Transactions

To the extent allowable by law, certain Funds magrdw, pledge, lend and otherwise finance
(including through subordinated debt, repurchase r@verse repurchase transactions) various
investment instruments with and among the Fundatee persons, and/or any other person, on
both a secured and unsecured basis. To the exflemtable by law, certain Funds may also
make loans to and obtain loans from and guaraheelligations of any related person and/or
any other person; employ, consult or contract wignd in connection therewith pay
compensation to) any related person and/or any pémson; and invest in, contribute capital to,
participate or otherwise deal with, any relatedsperand/or any other person, irrespective of
whether the financial, tax or other allocations még any of the foregoing are made opra
rata basis.

IX. Brokerage Practices

We have complete discretion to determine, subjecteach Fund’s disclosed investment
objectives, policies and strategies, the securibelse bought or sold and in what amounts, the
broker-dealers and other financial intermediar@sige in effecting transactions for the Funds,
and the commission rates to be paid for such tcioses. A more detailed discussion of how we
make use of this authority follows. For other @t our discretion to make investment
decisions or to select brokers, dealers and othanterparties may be limited by contract.

Brokerage

We select the broker-dealers and other financi@rinediaries used to effect transactions on
behalf of the Funds, and may select or recommeadséiection of broker-dealers and other
financial intermediaries as provided in our consagith other Clients. We may extensively use
or recommend the use of the execution and cleaengces of our related persons in an effort to
obtain better execution results and achieve cedperational efficiencies. We and our related
persons may earn substantial fees and receive stifistantial benefits as a result of providing
those services.
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In selecting or recommending broker-dealers ancerotimancial intermediaries to effect

portfolio transactions, we may cause a Client tteremto arrangements pursuant to which our
Client pays transaction costs in an amount grem would be incurred if another broker-
dealer or other financial intermediary were us®¥de are not required to solicit competitive bids
or seek the lowest available commission or tramsaciosts.

The transactions executed by our Clients may baretethrough, and our Clients’ investment
instruments may be held by, a number of financisfifutions that we select on terms negotiated
with each such financial institution individuallyCertain clients select their own prime brokers
through which to clear and hold their investmen®ibject to the terms of our agreement with
each Client, we generally use a variety of finanamstitutions both to take advantage of
differing expertise and capabilities and to avoitlle to credit as well as confidentiality
considerations, having all investment instrumeitiscentrated at one or only a few firms. To
achieve operational efficiencies and protect thefidentiality of our Clients’ transactions, we
may also elect to clear, or recommend clearingulastantial portion of Client transactions
through, and maintain custody of a substantialiporof our Clients’ investment instruments
with, our related persons.

Certain Funds often invest on the basis of shont-tmarket considerations. The turnover rate of
such Funds’ positions may be significant, potelytiainvolving substantial brokerage
commissions and fees.

Use of Soft Dollars to Obtain Research

We or our related persons may receive from a Cédmbker-dealers products and services in
addition to brokerage services. “Soft dollars” gely will be used within the safe harbor
created by Section 28(e) of the 1934 Act. Servikeswe may receive from such broker-dealers
may include research, general market commentargnagsic information, trading advice,
industry and company commentary, technical datmmenendations, general reports, quotations
and other market data or information, and the gearent of meetings with the management of
issuers. We benefit from these arrangements becseslo not have to produce or pay for the
research, products or services received. We mag ha incentive to select or recommend a
broker-dealer based on our interest in receivirfty dallar benefits rather than on our Clients’
interest in receiving most favorable execution.e Bervices received from broker-dealers and
paid for by a Client may be used by our related@es, including in servicing other Clients, and
certain of such services may not be used to beaefitClient. We follow procedures that we
believe are reasonably designed to ensure thatsesaft dollars in a manner that is consistent
with seeking best execution, and that we identifyicl services are within or outside the safe
harbor.

Allocation of Investment Opportunities

We use reasonable efforts to allocate investmepomdpnities (including initial public offerings
in equity securities) among our Clients in a mannbich we deem equitable over time, but
there can be no assurance that any Client willgyaate in any particular investment opportunity
on an equal opro rata basis with other Clients. Certain Clients maygben access to certain
investments over other Clients. We consider factoe deem relevant in determining how to
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allocate investment opportunities among our Cliewtsich may include investment objectives,
time horizons, investment strategies, current pbeotfholdings and weightings, tax issues,
regulatory implications, working capital, risk ldgecommissions paid, and other considerations.
For certain types of investment products, we malpiopre-defined allocation procedures. In
addition, we may consider additional factors inedetining how to allocate those investment
opportunities among eligible Clients, which may lige: each Client's working capital,
available financing and risk appetite; investmeggtnictions; risk management; availability of
clearing, credit and trading lines; a particulaie@l's need for liquidity or hedges; managing the
creation of odd lots; a Client’s participation irpaired trade; whether a Fund is in a start-up or
liquidation period; or other factors. As a reswle may determine that certain investments
should be made by some and not by other Clients.mA&y cause certain Clients to participate in
the same investments in a different manner fronero@lients. Due to the different manner in
which they participate, there are different ecormnasonsequences to different Clients
participating in the same investment opportunitfe may have an incentive to cause
investments to be made, managed or realized taedwae interests of a particular Client.

Due to regulatory restrictions, certain Fund ingestgenerally may not be permitted to
participate in certain increases and decreases kura’s asset value. Consequently, such
increases and decreases generally are allocatedlemnd the other investors’ capital accounts.
As a result of such nopro rata allocations, it is possible that losses attriblgatio capital
accounts that have been reduced to $0 will depkbier capital accounts.

Aggregation of Trade Orders

Although we typically do not aggregate the orddrdifierent Clients, we may execute a single
transaction and allocate portions of the resulfagition among multiple Clients. We will
determine the aggregation and allocation methodetogsed. We will also determine whether
to aggregate a Client’s orders with the ordersotber Clients. Although we anticipate that the
aggregation of an order will benefit each Client fehich the order is aggregated overall,
aggregating orders may disadvantage a particulenCl| Conversely, not aggregating orders
may disadvantage a Client. In accordance withiegple regulations, we may allocate futures
trades made pursuant to investment strategies tsée@ for a Client and certain other accounts
(including accounts in which our related persony mmave an interest) after execution. These
allocations will be made so that all Clients andeotaccounts are treated reasonably and non-
preferentially over time. Due to confidentialitgncerns, investors and Clients generally will not
be permitted to review such allocations.

Clients participating in an aggregated order gdheraill receive the average price of any
transactions executed pursuant to an aggregatext. orlggregated orders and the transaction
costs associated with aggregated orders generallglcatedoro rata among all participating
Clients in accordance with the level of their papation in the order, determined as described in
the above section Allocation of Investment Oppattes, but adjustments may be made to such
allocations, such as to avoid excessively smadicalions, and different allocation methods may
be used.

-35 -

ActiveUS 107103040v.3



Trading Errors

In the course of carrying out activities on belddlf Client, errors in executing specific trading
instructions will occur. Examples of trading eganclude: (i) buying or selling an investment
instrument at a price or quantity that is incoreistwith the specific trading instructions
generated by a particular strategy; or (i) buyragher than selling a particular investment
instrument (and vice versa). We will (unless atieerwise determine) treat all trading errors
(including those which result in losses and thobe&lvresult in gains) as for the account of our
Client, except as set forth in a Fund’s Offeringciments or a managed account’s contract with
us.

X. Review of Accounts

One or more senior members of a portfolio managérneam is primarily responsible for
reviewing Client investment portfolios and do sther individually or in a group depending
upon each Client's needs and the conditions of eaarket. Portfolio managers typically
perform intraday, daily, weekly or monthly reviews positions as they deem appropriate, or
otherwise as they feel is needed. Reviews mayndertaken because of, among other reasons:
changes in market conditions; changes in secuositipns; or changes in our strategy for a
Client. Performance in connection with investmebjectives, security positions and other
investment opportunities are among the mattersmniaat be discussed. The number of Funds or
accounts assigned to portfolio managers varies assalt of differing Fund or account
characteristics and changes in strategy over tim@ertain positions are managed using
automated systems and/or trade using automateehsyst

The Funds typically provide in writing to investasadited annual financial statements, periodic
unaudited performance reports, and, for U.S. Furadlstax information relating to their
investments in the Fund necessary for U.S. fedecaime tax purposes. For Clients other than
Funds, we generally provide Clients with writtepads containing information about the status
of the account, the frequency and content of wiscbubject to agreement between us and our
Client. Other information may be provided as adregon with our Client.

XI. Client Referrals and Other Compensation

Employees

Certain Citadel employees based outside of theedrfitates may be compensated in part based
on referrals of separately managed account Clients.

XIl. Custody

The funds and securities owned by the Funds am nelqualified custodians. As noted in
Section X, above, Fund investors receive annuahfiral statements audited by an independent
public accounting firm for the Funds in which thegve invested. Fund investors are urged to
carefully review such statements.
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XIIl. Investment Discretion

We exercise discretion in managing the investmehézach Fund, based on the Fund’s particular
investment objectives, policies and strategieslalgd in its Offering Documents. For other

Clients, our discretion to make investment decision to select brokers, dealers and other
counterparties may be limited by contract.

XIV. Voting Client Securities

We have adopted written Proxy Voting Policies anecBdures intended to satisfy the
requirements of Rule 206(4)-6 under the Investnftisers Act of 1940. Following is a
summary of the key provisions:

*  When we vote proxies on behalf of a Client, we galhe will do so in the interest of
maximizing value to our Client (taking into congialéon both the short- and long-term
implications of the proposal).

* We may choose not to vote if doing so would belgast impractical or we otherwise
deem it unnecessary or unwarranted for any otlaesore

* We may utilize a related person and/or third pasgrvice providers to assist in
implementing our proxy voting procedures or mayigasshe right to vote proxies to a
third party or related person.

* Clients may obtain information about how we votewxpes for securities in their
accounts or obtain a copy of our written proxy mgtipolicy by contacting Investor
Relations.

XV. Financial Information
Information required by this item is not applicabdeus.
XVI. Notice of Privacy Policy

Citadel considers privacy to be a fundamental comepb of our overall business and is
particularly critical with respect to our relatidmg with our investors. In the course of managing
our Funds, we collect personal information about mvestors (the “Nonpublic Personal
Information”). Please read this notice carefulty understand what we do the Nonpublic
Personal InformationWe collect this information in order to know whoronvestors are and to
meet our obligations under applicable laws and |egguns.

Please note that we are committed to maintainiegctinfidentiality, integrity and security of
Nonpublic Personal Information at all times.
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Collection of Information

Citadel collects and retains Nonpublic Personabrimftion only as permitted by law and when
it reasonably believes it would be useful in furtmee of carrying out Citadel’s responsibilities.
Citadel may collect Nonpublic Personal Informatfoom:

» subscription and other forms submitted to Citadel;

» correspondence, written or electronic, and/or teb@e contacts with investors;

» transaction history of investor account(s) witha@#l; and

» information made available from third partiesd, transfer applications).

Nonpublic Personal Information that Citadel coléestay include, but is not limited to, investor:

* names, addresses and telephone numbers;

social security numbers and/or tax identificatiamiers;

financial circumstances and income;

account holdings and transactions; and

wire transfer instructions.

Disclosure of Information

We do not knowingly disclose Nonpublic Personaloinfation to third parties, with the
exception of: (1) professional service providersowieed to know such information in order to
carry out Citadel's operations; and (2) regulatansi/or market intermediaries as reasonably
necessary to gain or maintain access to marke{8) @s otherwise required by law.

The disclosure practices set forth above are cmmdisvith Federal privacy and related laws, and
in general, our investors may not limit our usehgir Nonpublic Personal Information for these
purposes under such laws. We note that the Fegevalcy laws only give our investors the
right to limit the certain types of information shy that we do not engage ie.g, sharing with
our affiliates certain information relating to adarestors’ transaction history or creditworthiness
for their use in marketing to such investors, oarsig any personal information with non-
affiliates for them to market to such investors).
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Security of Information

Citadel restricts access to Nonpublic Personalriné&tion to employees and service providers
who are involved in administering those accou#e generally limit access to the information

we have about our investors to those who have d-teeknow the information in furtherance of

a legitimate Citadel business purpose. Additignalle maintain physical, electronic and

procedural safeguards designed to protect Nonp&elisonal Information.

Should you have any questions regarding our privpglcies, please feel free to contact
Citadel’s Investor Relations groupiatestorrelations@citadelgroup.com

*k k k k%
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