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This brochure provides information about the qualifications and business practices of
Garrison Investment Group LP (“GIG”) and Garrison Investment Management LLC
(“GIM”). If you have any questions about the contents of this brochure, please contact us
at (212) 372-9500. The information in this brochure has not been approved or verified by
the United States Securities and Exchange Commission (“SEC”) or by any state securities
authority.

Registration with the SEC does not imply a certain level of skill or training.

Additional information about Garrison Investment Group LP and Garrison Investment
Management LLC is also available on the SEC’s website at www.adviserinfo.sec.gov.



http://www.adviserinfo.sec.gov/

Item 2. Material Changes

There are no material changes to report.
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Item 4. Advisory Business

Garrison Investment Group LP (“GI1G”), a Delaware limited partnership, and Garrison
Investment Management LLC (“GIM”), a Delaware limited liability company under common
control with GIG, are alternative asset management firms. GIG commenced operations in May
2007. GIG’s principal owners are GIG GP LLC (whose members are Steven S. Stuart and
Joseph B. Tansey) and Fortress Operating Entity | LP (whose indirect sole shareholder is
Fortress Investment Group LLC). GIM commenced operations in November 2009. GIM’s
principal owner is GIG.

GIG and GIM provide investment management services on a discretionary basis to privately
offered open-end and closed-end funds (each a “Fund,” and collectively the “Funds”). GIG and
GIM are sometimes referred to herein individually as a “Garrison Adviser” and collectively as
the “Garrison Advisers.” Each Fund is formed by affiliates of the Garrison Advisers (each, an
“Affiliate” and collectively the “Affiliates”). Certain of the Funds are organized offshore. All
investment and trading decisions on behalf of the Funds are made by the pertinent Garrison
Adviser.

The Garrison Advisers share offices and employees. The Garrison Advisers are both registered
with the Securities and Exchange Commission (the “SEC”) as investment advisers. Certain
Affiliates of the Garrison Advisers serve as the general partners or managing members of the
Funds (each, a “General Partner” or “Managing Member”) and are allocated a performance-
based fee. Such Affiliates, and any persons acting on their behalf, are subject to the Garrison
Advisers’ supervision and control with respect to any investment advisory activities and are
therefore deemed to be registered investment advisors.

The Garrison Advisers also perform asset management services with respect to the Funds’
investments, including monitoring covenant compliance by borrowers, tenants and other
obligors, monitoring the financial condition and other relevant operating data of borrowers,
tenants and obligors and tracking of borrowings and cash payments.

The Garrison Advisers may establish co-investment vehicles (each, a “Co-Investment Vehicle”)
at any time. A Co-Investment Vehicle is any collective investment vehicle, participation
arrangement or managed account formed specifically for the purpose of investing in one or more
investments alongside one or more Funds, after the applicable Funds have received their
allocation of such investment opportunity, as determined by the pertinent Garrison Adviser in
accordance with its allocation procedures.

The Garrison Advisers also advise separately managed accounts that invest in certain of the same
investments as the Funds. The Funds and the separately managed accounts are sometimes
referred to herein collectively as the “Clients.”

GIG has entered into a staffing agreement with an affiliate, Garrison Capital Advisers LLC
(“GCA”), under which GIG has agreed to make experienced investment professionals available
to GCA and to provide access to the senior investment personnel of GIG.



The Garrison Advisers have full discretion in investment decisions made on behalf of the Funds
and certain Clients and partial discretion with respect to certain other Clients. Investment advice
is provided directly to the Funds according to each Fund’s particular investment objectives and
not individually to the Fund’s investors.

As of December 31, 2012, the Garrison Advisers managed $3,750,033,380 of Client assets on a
discretionary basis and $21,554,361 of Client assets on a non-discretionary basis.

Item 5. Fees and Compensation

Compensation received by the Garrison Advisers and/or their Affiliates for the Garrison
Advisers’ investment advisory services is comprised of management fees based on a percentage
of assets under management and performance-based fees.

Open-End Funds

For its investment management services to each open-end Fund (each an “Open-End Fund”),
the applicable Garrison Adviser is entitled to a management fee (“Management Fee”), paid
quarterly in advance, at an annual rate (typically 1.50% or 2.00%) of each Fund investor’s capital
account balance. In addition, a pro rata portion of the Management Fee will be paid out of any
capital contributions made by new or existing Fund investors on any date other than the first day
of a fiscal quarter. Certain Open-End Funds may have different Management Fees, as described
in the pertinent offering documents.

Typically, the General Partner or Managing Member of an Open-End Fund is entitled to receive
an incentive allocation (“Incentive Allocation”) at the end of each year (and upon withdrawals
from the Open-End Fund) of 18.50% of the Open-End Fund’s increase, subject to a minimum
IRR hurdle, in net asset value (“NAV”) attributable to the capital account of each investor during
the preceding year (or portion thereof, in the case of withdrawals). However, the General Partner
or Managing Member will not be allocated any Incentive Allocation with respect to an investor’s
capital account until the investor has recovered any net capital depreciation attributable to its
capital account (as adjusted for withdrawals of capital). Certain defined holdback and clawback
provisions may prohibit distributions (in whole or part) to the General Partner or Managing
Member for a period of time. The Incentive Allocation on increase in NAV may create an
incentive for the pertinent Garrison Adviser to cause the Open-End Fund to make investments
that are riskier or more speculative than would be the case if the Incentive Allocation was
calculated in a different manner. Certain Open-End Funds may have different Incentive
Allocations, as described in the pertinent offering documents.

In the case of most of the Open-End Funds, the applicable Garrison Adviser and the General
Partner or Managing Member have the right to waive or reduce, from time to time, all or part of
the Management Fee and the Incentive Allocation, respectively, with respect to certain Open-
End Fund investors (including, but not limited to, typically the Affiliates and employees (and
their families) of the applicable Garrison Adviser and the General Partner or Managing Member)
without waiving or reducing the Management Fee or Incentive Allocation with respect to other
Fund investors.



In addition to the Management Fee, most of the Open-End Funds also bear certain costs and
expenses of the applicable Garrison Adviser and its Affiliates attributable to asset management
services and accounting and operational services. However, the costs and expenses associated
with asset management services that an Open-End Fund must pay will not exceed 0.25% per
annum of the Open-End Fund’s NAV.

Closed-End Funds

For its investment management services to each closed-end Fund (each, a “Closed-End Fund”),
the applicable Garrison Adviser is entitled to a Management Fee, paid quarterly in advance prior
to any distributions to Fund investors, at an annual rate (typically 1.50%) of the capital
commitments or capital contributions made by such Fund investors less the aggregate amounts
that have been returned to the Fund investors that represent the cost basis realized upon
disposition of portfolio investments made with capital contributions, as pertinent. For each
Closed-End Fund that is not paying a Management Fee based on capital commitments, if capital
or investment proceeds (that represent the cost basis realized in relation to portfolio investments)
are distributed during any fiscal quarter, the applicable Garrison Adviser will promptly return the
pro rata portion of the Management Fee in respect of any such distributed amounts.
Additionally, for each such Closed-End Fund, in the event that a capital call is made or a closing
date occurs during a fiscal quarter, the applicable Garrison Adviser will receive the pro rata
portion of the Management Fee for the remainder of such fiscal quarter as of the date of the
applicable capital call or closing date.

The pertinent General Partner or Managing Member is entitled to receive a Carried Interest (as
defined below), based upon the performance of the applicable Closed-End Fund. Except with
respect to any tax distributions to the General Partner or Managing Member, all Fund
distributions relating to a portfolio investment will be divided among the Fund investors pro rata
in accordance with their respective capital contributions. The pro rata amount apportioned to
each such Fund investor will be further divided and distributed so that the Fund investor receives
an amount equal to its total capital contributions to the Fund and a specified internal rate of
return on that invested capital before additional cash available for distribution is shared between
the Fund investor and the General Partner or Managing Member. The amount distributable to
the General Partner or Managing Member constitutes the “Carried Interest” (capped at a
percentage, typically not exceeding 25%, of the Fund’s aggregate profits over its life). The
Carried Interest on investment gains may create an incentive for the pertinent Garrison Adviser
to cause the Closed-End Fund to make investments that are riskier or more speculative than
would be the case if the Carried Interest was calculated in a different manner.

Upon the final liquidation and winding-up of a Closed-End Fund, the General Partner or
Managing Member will be required to restore funds to the Closed-End Fund in an amount equal
to the extent that the cumulative amount of Carried Interest distributions actually made is in
excess of the amount that would have been distributable as Carried Interest distributions if the
Carried Interest were calculated at the end of the liquidation period on a cumulative basis
including all investments by the Closed-End Fund; provided, however, that in no event will the
General Partner or Managing Member be required to restore an amount in excess of the



aggregate amount of distributions of Carried Interest actually made, less income taxes paid
thereon by the General Partner or Managing Member and/or its direct or indirect owners (except
to the extent the applicable tax payer receives a tax credit or benefit in respect of such taxes paid

by it).

Each Garrison Adviser and each pertinent General Partner or Managing Member has the right to
waive or reduce, from time to time, all or part of the Management Fee and the Carried Interest,
respectively, with respect to certain Closed-End Fund investors (including, but not limited to,
typically the Affiliates and employees (and their families) of the Garrison Adviser and the
General Partner or Managing Member) without waiving or reducing the Management Fee or
Carried Interest with respect to other Fund investors.

In addition to the Management Fee, certain of the Closed-End Funds also bear certain costs and
expenses of the applicable Garrison Adviser and its Affiliates attributable to asset management
services and accounting and operational services. However, the costs and expenses associated
with asset management services that certain of the Closed-End Funds must pay will typically be
0.25% (but will not exceed 0.50%) per annum of aggregate capital contributions.

Separately Managed Accounts and Certain of the Funds

Fees for separately managed accounts will be negotiated on a case-by-case basis.
As noted above, certain of the Funds may have a negotiated fee structure.

Other Types of Fees or Expenses

Fund investors bear indirectly the fees and expenses charged to the Funds. These fees vary, but
typically include (but are not limited to) legal/compliance fees; administration, audit, accounting
(including, but not limited to, trading, risk, portfolio management and accounting systems and
software) and tax preparation fees; and administrative fees and custodial and transaction costs
paid to custodians, broker-dealers and other third parties. Also, the Funds pay for routine
insurance costs associated with the operations of the Funds. Separately managed account holders
pay similar fees and expenses.

Fund investors and separately managed account holders should review all fees charged by the
Garrison Advisers, custodians, and broker-dealers and other third parties to fully understand the
total amount of fees to be paid by the Funds and separately managed accounts. Please also see
“Brokerage Practices” below.

Side Letters

The pertinent Garrison Adviser, General Partner or Managing Member and/or Fund may from
time to time enter into agreements with certain Fund investors that may provide for terms of
investment that are more favorable than the terms described in the relevant Fund offering
documents. Such terms may include the waiver, reduction or rebate of Management Fees, Fund
expenses and/or Incentive Allocation or Carried Interest, the provision of additional information
or reports or more favorable transfer rights. No such agreement will necessarily entitle any other
Fund investor to the same terms of investment.



Item 6. Performance-Based Fees and Side-by-Side Management

All Clients pay a performance-based fee. The performance-based fees paid by the Clients vary,
which could create an incentive for Garrison to favor one Client over another. Garrison
addresses this possible conflict through its investment allocation policy. Please see Item 12,
“Allocation of Investment Opportunities.”

Item 7. Types of Clients

As described in Item 4, the Garrison Advisers generally provide investment advice to Funds, Co-
Investment Vehicles and separately managed accounts.

Investment advice is provided directly to the Funds and not individually to the Fund investors.
The Fund investors generally consist of state pension funds, endowments, corporate pension
funds, foundations, funds of funds and high net worth families and individuals.

The Garrison Advisers’ current separately managed account holder is a hedge fund of funds.
Minimum account size for opening or maintaining a separately managed account is negotiable.

Item 8. Methods of Analysis, Investment Strategies and Risk of Loss

Methods of Analysis and Investment Strategies

Open-End Funds

The Open-End Funds, according to each Fund’s particular strategy, generally invest in a
diversified portfolio of assets, loans and other investments. These investments will generally be
made across a broad spectrum of asset types which include corporate, real estate, structured
finance and consumer assets. The investment activities of an Open-End Fund may include, for
example, some combination of the following:

Real Estate. An Open-End Fund may target investment opportunities that capitalize on
disequilibrium in the commercial real estate markets. Primary areas of focus will generally
include acquisitions of distressed individual loans and loan portfolios from investment banks and
regional banks, direct origination of hard money loans and opportunistic subordinate loans, and
outright property acquisitions.

Acquisitions of Loan Portfolios, Asset Backed Securities and Tangible Assets. An Open-End
Fund may actively make investments in portfolios of loans and other receivables and tangible
assets to take advantage of sellers’ need to finance themselves creatively or to sell non-strategic
portfolios of assets. These portfolios may include consumer and commercial receivables,
residential and commercial mortgage loans, leases, limited partnership interests, insurance
policies, contract receivables, royalties, trust certificates as well as other financial instruments
that provide for the contractual or conditional payment of an obligation. The Fund may purchase
asset and mortgage backed securities on an opportunistic basis where, through better
understanding of the structure or servicing, the Fund can acquire the asset backed security at a
discount to the value of the underlying receivables. The Fund also may acquire real property,



lease residuals, equipment and other assets in situations where the liquidity needs of sellers allow
the Fund an entry point below current market value.

Structured Finance Investments. An Open-End Fund may sponsor, sell portfolio assets and
invest in the debt and equity securities of structured finance entities, which are typically special
purpose vehicles that hold income-producing securities and other financial assets. A Fund may
establish subsidiaries or affiliated entities that serve as structured finance vehicles to finance the
Fund’s loan and debt portfolio.

The applicable Garrison Adviser or an Affiliate may form one or more offshore investment
vehicles or companies through which an Open-End Fund makes non-U.S. investments.

Closed-End Funds

The Closed-End Funds pursue one or more investment strategies generally focusing on
investments in distressed, sub-performing, non-performing and/or mispriced opportunities, as
well as loans to middle market and lower middle market companies.

Corporate Middle Market Secondary Purchases A Closed-End Fund may (i) purchase middle
market/lower middle market leveraged loans at significant discounts from the par value of those
loans from financial institutions looking to divest these assets and/or (ii) invest in all layers of the
capital structure (including equity) for borrowers who are undergoing operational and/or
financial debt restructurings.

Corporate Middle Market Loans. A Closed-End Fund may invest in middle market companies
that are owned by or are being purchased by financial sponsors, are suffering financial stress
and/or are unable to access the broader capital markets. Possible investments include, but are not
limited to (i) acquisition, add-on and dividend recapitalization financing, (ii) bankruptcy
financing (such as debtor in possession and exit loans), (iii) special situation investments (such
as rescue financing, working capital and bridge loans) and (iv) any other debt, whether secured
or unsecured, senior or subordinated, that may include an equity component (such as warrants or
stock).

Real Estate. A Closed-End Fund may target investment opportunities that capitalize on
disequilibrium in the commercial real estate markets. Primary areas of focus will generally
include acquisitions of distressed individual loans, loan portfolios and foreclosed upon properties
from investment banks and regional banks, direct origination of hard money loans and
opportunistic subordinate loans, and outright property acquisitions.

Financial Assets. A Closed-End Fund may pursue asset acquisitions in a range of consumer
asset classes, including portfolios of consumer receivables. Additional investments may include
small balance commercial loans, commercial leasing, aircraft and commercial and industrial
loans. Other asset classes include esoteric and illiquid opportunities that may be sold by
distressed sellers seeking liquidity and balance sheet relief. A Closed-End Fund may also invest
in various consumer lending platforms. These opportunities are pursued through direct sourcing
as well as proprietary joint-venture relationships with both sourcing and servicing partners.



Acquisitions of Receivables Portfolios, Asset Backed Securities and Tangible Assets. A Closed-
End Fund may actively make investments in portfolios of loans and other receivables and
tangible assets to take advantage of sellers’ need to finance themselves creatively or to sell non-
strategic portfolios of assets. These portfolios may include consumer and commercial
receivables, residential and commercial mortgage loans, leases, limited partnership interests,
insurance policies, contract receivables, royalties, trust certificates as well as other financial
instruments that provide for the contractual or conditional payment of an obligation. The Fund
may purchase asset and mortgage backed securities on an opportunistic basis where, through
better understanding of the structure or servicing, the Fund can acquire the asset backed security
at a discount to the value of the underlying receivables. The Fund also may acquire real
property, lease residuals, equipment and other assets in situations where the liquidity needs of
sellers allow the Fund an entry point below current market value.

Certain Closed-End Funds or an Affiliate may establish subsidiaries for the purpose of financing
certain of the Funds’ investments.

In order to achieve certain tax, regulatory and administrative efficiencies, certain Closed-End
Funds may acquire investments through various entities that are affiliates of, and under common
control with, one or more Funds (each, an “Acquisition Vehicle”). None of GIG, GIM, the
pertinent General Partner or Managing Member or any of their Affiliates will receive any
additional fees or compensation for forming or serving as a manager of an Acquisition Vehicle,
although such persons may be reimbursed for reasonable out-of-pocket expenses incurred in the
provision of such services.

Material Risks of the Garrison Advisers’ Strategies

The following is a summary of some of the material risks associated with the strategies expected
to account for a significant portion of the Clients’ investments. This summary does not attempt
to describe all of the risks associated with an investment in a Fund. Although no summary can
fully describe all of the risks associated with such an investment, the confidential private
placement memorandum or confidential offering memorandum for a Fund contains a more
complete description of the risks associated with an investment in that Fund. The separately
managed accounts generally invest in parallel with the Funds.

Use of Leverage. A Fund may regularly employ leverage as part of its investment program. The
greater the total borrowings of a Fund relative to its investments, the greater will be its risk of
loss and possibility of gain due to market fluctuations in the values of its investments. In
addition, money borrowed by a Fund will be subject to interest costs, which will be an expense
of the Fund, and, to the extent not covered by income attributable to the investments acquired,
will adversely affect the operating results of the Fund.

Liquidity of Investments. A Fund may invest in securities, loans or other assets for which no (or
only a limited) liquid market exists or that are subject to legal or other restrictions on transfer.
The market prices, if any, for such assets tend to be volatile, and may fluctuate due to a variety of
factors that are inherently difficult to predict, including, but not limited to, changes in interest
rates, prevailing credit spreads, general economic conditions, financial market conditions,
domestic or international economic or political events, developments or trends in any particular
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industry, and the financing condition of the obligors on a Fund’s investments. A Fund may not
be able to sell investments when it desires to do so or to realize what it perceives to be their fair
value in the event of a sale. The sale of illiquid investments often requires more time and results
in higher selling expenses than does the sale of securities eligible for trading on national
securities exchanges or in the over the counter markets.

Limited Liquidity. An investment in an Open-End Fund provides limited liquidity because the
interests are not freely transferable and withdrawals are substantially limited. Generally, an
investor has the right to withdraw all or any portion of its capital account as of each withdrawal
date specified by the applicable Open-End Fund. The settlement of such withdrawal, however,
may be delayed.

No Ability to Withdraw. An investor of a Closed-End Fund may not receive the complete payout
of its capital account until the termination of the Closed-End Fund’s liquidation period. An
investor will not be able to voluntarily withdraw any portion of its investment in a Closed-End
Fund. Further, the interests of the Closed-End Funds have not been registered under the
Securities Act of 1933 or under the securities laws of any applicable jurisdiction. Therefore, the
interests are not freely transferable and there is no public market for the interests and none is
expected to develop.

Contingent Liabilities. A Fund may from time to time be required to guarantee certain
obligations of certain of its subsidiaries. In addition, a Fund may arrange or purchase from a
lender a revolving credit facility that has not yet been fully drawn. If the borrower subsequently
draws down on the facility, the Fund would be obligated to fund the amounts due. A Fund may
also enter into agreements pursuant to which it agrees to assume responsibility for default risk
presented by a third-party, and may, on the other hand, enter into agreements through which
third-parties offer default protection to the Fund.

Third-Party Involvement. A Fund may co-invest with third parties through partnerships, joint
ventures or other entities. Such investments involve risks not present in investments where a
third-party is not involved, including the possibility that a third party coventurer or partner may
at any time have economic or business interests or goals which are inconsistent with those of the
Fund, or may be in a position to take action contrary to the investment objective of the Fund. In
addition, the Fund may in certain circumstances be liable for actions of its third-party coventurer
or partner.

Valuation of Assets. To the extent required by the constitutive documents of the Funds, the
Garrison Advisers seek out independent valuations of that Fund’s assets (to the extent
practicable). When no market exists for an investment or when the applicable Garrison Adviser
determines that the market price does not fairly represent the value of an investment, the
applicable Garrison Adviser may value such investment at fair value as it reasonably determines.
There is no guarantee that fair value represents the value that may be realized by the Fund on the
eventual disposition of the investment or that could, in fact, be realized upon an immediate
disposition of the investment.

Risks Associated with Investments in Distressed Assets. A Fund may invest in distressed assets
and portfolios of distressed assets, including high-yield securities and non-investment grade
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obligations primarily of U.S. companies (including companies in significant financial or business
difficulties), delinquent and charged-off consumer loans, commercial and residential mortgage
loans, small business loans, commercial and industrial loans and real estate. Although such
investments may result in significant returns to a Fund, they involve a substantial degree of risk.
The level of analytical sophistication, both financial and legal, necessary for successful
investment in distressed assets is unusually high.

Risks Associated with Bankruptcy Cases. Many of the events within a bankruptcy case are
adversarial and often beyond the control of the creditors. While creditors generally are afforded
an opportunity to object to significant actions, there can be no assurance that a bankruptcy court
would not approve actions which may be contrary to the interests of a Fund. Furthermore, there
are instances where creditors and equity holders lose their ranking and priority as such if they are
considered to have taken over management and functional operating control of a debtor.

Generally, the duration of a bankruptcy case can only be roughly estimated. The reorganization
process can involve substantial legal, professional and administrative costs to the company and
the Funds; it is subject to unpredictable and lengthy delays; and during the process the
company’s competitive position may erode, key management may depart and the company may
not be able to invest adequately. In some cases, the company may not be able to reorganize and
may be required to liquidate assets. The Funds may, from time to time, invest in debt. The debt
of companies in financial reorganization will in most cases not pay current interest, may not
accrue interest during reorganization and may be adversely affected by an erosion of the
company’s fundamental value. Such investments can result in a total loss of principal. In
addition, a Fund may purchase creditor claims subsequent to the commencement of a bankruptcy
case. Under judicial decisions, it is possible that such purchase may be disallowed by the
bankruptcy court if the court determines that the purchaser has taken unfair advantage of an
unsophisticated seller, which may result in the rescission of the transaction (presumably at the
original purchase price) or forfeiture by the purchaser.

Investment in financially distressed companies domiciled outside the United States involves
additional risks. Bankruptcy law and process may differ substantially from that in the United
States, resulting in greater uncertainty as to the rights of creditors, the enforceability of such
rights, reorganization timing and the classification, seniority and treatment of claims. In certain
developing countries, although bankruptcy laws have been enacted, the process for
reorganization remains highly uncertain.

Risks of Investments in Special Situations. A Fund may invest in special situations as part of its
strategies. A Fund may make “rescue” financings ranging from secured debt to equity infusions
including, without limitation, investments in companies that are in need of liquidity or facing
debt maturities, or provide growth capital to companies who cannot access the capital markets
due to cyclical factors or financial market dislocation. Such companies’ securities may be
considered speculative, and the ability of such companies to pay their debts on schedule could be
adversely affected by interest rate movements, changes in the general economic climate or the
economic factors affecting a particular industry, or specific developments within such companies.
Additionally, a Fund may make investments in “event-driven” special situations such as
recapitalizations, spinoffs, corporate and financial restructurings, litigation or other liability
impairments, turnarounds, management changes, consolidating industries and other catalyst-
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oriented situations. The Garrison Advisers believe these types of investments often have limited
downside risk relative to their current valuations. The Garrison Advisers could, however, be
incorrect in their assessment of the downside risk associated with an investment, thus resulting in
significant losses to a Fund.

Nature of Investment in Secured Loans. A Fund may own secured debt, which involve various
degrees of risk of a loss of capital. The factors affecting a company’s secured leveraged loans,
and its overall capital structure, are complex. Some secured loans may not necessarily have
priority over all other debt of a company. Any secured debt is secured only to the extent of its
lien and only to the extent of underlying assets or incremental proceeds on already secured
assets.

Secured credit facilities may be syndicated to a number of different financial market participants.
The documentation governing the facilities typically require either a majority consent or, in
certain cases, unanimous approval for certain actions in respect of the facility, such as waivers,
amendments, or the exercise of remedies. In addition, voting to accept or reject the terms of a
restructuring of a company pursuant to a Chapter 11 plan of reorganization is done on a class
basis. As a result of these voting regimes, the Fund may not have the ability to control any
decision in respect of any amendment, waiver, exercise of remedies, restructuring or
reorganization of debts owed to the Fund.

Secured loans are also subject to other risks, including (i) the possible invalidation of a debt or
lien as a “fraudulent conveyance”, (ii) the possible invalidation as a “preference” of liens
perfected or recovery by a bankrupt borrower of debt payments made in the 90 days before a
bankruptcy filing, (iii) equitable subordination claims by other creditors, (iv) so-called “lender
liability” claims by the borrower of the obligations and (v) environmental liabilities that may
arise with respect to collateral securing the obligations. Recent decisions in bankruptcy cases
have held that a secondary loan market participant can be denied a recovery from the debtor in a
bankruptcy if a prior holder of the loans either received and does not return a preference or
fraudulent conveyance or engaged in conduct that would qualify for equitable subordination.

While loans invested in by a Fund or its affiliates are intended to be over-collateralized, the Fund
may be exposed to losses resulting from default and foreclosure. Therefore, the value of the
underlying collateral, the creditworthiness of the borrower and the priority of the lien are each of
great importance. A Fund cannot guarantee the adequacy of the protection of the Fund’s
interests, including the validity or enforceability of the loan and the maintenance of the
anticipated priority and perfection of the applicable security interests. Furthermore, a Fund
cannot assure that claims may not be asserted that might interfere with enforcement of the
Fund’s rights. In the event of a foreclosure, a Fund or one of its affiliates may assume direct
ownership of the underlying collateral. The liquidation proceeds upon a sale of such collateral
may not satisfy the entire outstanding balance of principal and interest on the loan, resulting in a
loss to the Fund. Any costs or delays involved in the effectuation of a foreclosure of the loan or
a liquidation of the underlying collateral may further reduce the proceeds and thus increase the
loss.

Risks Associated with Investing in Loans to Companies in Distressed Situations. A Fund or its
affiliates may invest in loans to companies that are experiencing significant financial or business
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difficulties, including companies involved in bankruptcy or other reorganization and liquidation
proceedings. Although the terms of such financing may result in significant financial returns to a
Fund, they involve a substantial degree of risk. The level of analytical sophistication, both
financial and legal, necessary for successful financing to companies experiencing significant
business and financial difficulties is unusually high. In any reorganization or liquidation
proceeding relating to a company that a Fund funds, the Fund may lose all or part of the amounts
advanced to the borrower or may be required to accept collateral with a value less than the
amount of the loan advanced by the Fund to the borrower.

Lower Credit Quality Loans. Loans arranged by a Fund may be deemed to have substantial
vulnerability to default in payment of interest and/or principal. Certain of the loans which a
Fund may fund have large uncertainties or major risk exposure to adverse conditions, and may be
considered to be predominantly speculative. Generally, such loans offer a higher return potential
than better quality loans, but involve greater volatility of price and greater risk of loss of income
and principal. The market values of certain of these loans also tend to be more sensitive to
changes in economic conditions than better quality loans.

Bridge Financings. A Fund may lend to companies on a short-term, subordinated basis or
otherwise invest on an interim basis in companies in anticipation of a future issuance of equity or
long-term debt securities or other refinancing or syndication. Such bridge loans would typically
be convertible into a more permanent, long-term financing; however, for reasons not always in
the Fund’s control, such long-term financing or other refinancing or syndication may not occur
and such bridge loans and interim investments may remain outstanding. In such event, the
interest rate on such loans or the term of such interim investments may not adequately reflect the
risk associated with the position taken by the Fund.

Participations. A Fund may acquire interests in loans either directly (by way of sale or
assignment) or indirectly (by way of participation). The purchaser of an assignment typically
succeeds to all the rights and obligations of the assigning institution and becomes a contracting
party under the credit agreement with respect to the debt obligation; however, its rights can be
more restricted than those of the assigning institution. Participation interests in a portion of a
debt obligation typically result in a contractual relationship only with the institution participating
out the interest and not with the borrower. In purchasing participations, the Fund may have no
right to enforce compliance by the borrower with the terms of the credit agreement, nor any
rights of set-off against the borrower, and the Fund may not directly benefit from the collateral
supporting the debt obligation in which it has purchased the participation. As a result, the Fund
may assume the credit risk of both the borrower and the institution selling the participation to the
Fund.

Borrower Risk. Borrowers under loans in which a Fund may invest may include individuals and
privately-owned small and mid-sized companies, which present a greater risk of loss than loans
to larger companies. Compared to larger, publicly owned firms, these companies generally have
more limited access to capital and higher funding costs, may be in a weaker financial position
and may need more capital to expand or compete. These financial challenges may make it
difficult for a Fund’s borrowers to make scheduled payments of interest or principal on the
Fund’s loans. Accordingly, advances made to these types of borrowers entail higher risks than
advances made to companies who are able to access traditional credit sources.

14



Middle-Market Companies Risk. Investing in middle-market companies involves a number of
significant risks, including:

These companies may have limited financial resources and may be unable to meet their
obligations under their debt securities that a Fund holds, which may be accompanied by a
deterioration in the value of any collateral and a reduction in the likelihood of a Fund
realizing any guarantees it may have obtained in connection with its investment;

They may face intense competition, including from companies with greater financial,
technical, managerial and marketing resources;

They typically have shorter operating histories, narrower product lines and smaller market
shares than larger businesses, which tend to render them more vulnerable to competitors’
actions and changing market conditions, as well as general economic downturns;

They may be more dependent than larger companies on one or more major customers, the
loss of which could materially impair their business, financial condition and prospects;

They may have less skilled or experienced management personnel than larger companies;

They are more likely to depend on the management talents and efforts of a small group of
persons; therefore, the death, disability, resignation or termination of one or more of these
persons could have a material adverse impact on the company and, in turn, on a Fund;

Generally, little public information exists about these companies, and a Fund is required
to rely on the Garrison Advisors to obtain adequate information to evaluate the potential
risks and returns from investing in these companies;

They generally have less predictable operating results, may from time to time be parties to
litigation, may be engaged in rapidly changing businesses with products subject to a
substantial risk of obsolescence, and may require substantial additional capital to support
their operations, finance expansion or maintain their competitive position. In addition, the
Garrison Advisors may, in the ordinary course of business, be named as defendants in
litigation arising from a Fund’s investments in the companies; and

They may have difficulty accessing the capital markets to meet future capital needs,
which may limit their ability to grow or to repay their outstanding indebtedness upon
maturity.

Accordingly, any of these factors could impair a borrower’s cash flow or result in other events,
such as bankruptcy, which could limit that borrower’s ability to repay its obligations to a Fund,
and may lead to losses in a Fund’s portfolio and a decrease in the Fund’s revenues, net income
and assets.
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Higher Yielding Debt. A Fund may invest in debt, including, without limitation, “higher
yielding” (and, therefore, higher risk) debt. In most cases, such debt will be rated below
“investment grade” or will be unrated and face ongoing uncertainties and exposure to adverse
business, financial or economic conditions and the issuer’s failure to make timely interest and
principal payments. The market for high-yield debt has experienced periods of volatility and
reduced liquidity. The market values of certain of these debt investments may reflect individual
corporate developments. It is likely that continued general economic uncertainty and volatility
could have a materially adverse impact on the value of such investments. In addition, adverse
publicity and investor perceptions, whether or not based on fundamental analysis, may also
decrease the value and liquidity of these debt investments.

Real Estate Risk. Investing in real estate and real estate related instruments is subject to
cyclicality and other uncertainties. There can be no assurance as to a Fund’s performance in a
weaker market or weakened economy. The cyclicality and leverage associated with real estate
related investments have historically resulted in periods, including significant periods, of adverse
performance, including performance that may be materially more adverse than the performance
associated with other investments. A Fund’s real estate-related investments are secured by or
otherwise relate to properties of varying types, geographic locations, owners, tenants and other
factors which could make such investments susceptible to particular types of risks relating to
such factors, including local economy, real estate market conditions, special hazards and
competition.

The value of the real estate which is owned by or which secures certain investments of a Fund is
subject to market conditions. Changes in the real estate market may adversely affect the value of
that real estate and thereby lower the value to be derived from a sale thereof. In addition,
adverse changes in the real estate market increase the probability of default, as the equity in the
property declines. Furthermore, many of the properties which a Fund acquires or which secures
loans originated or purchased by a Fund or its affiliates may be suffering varying degrees of
financial distress or may be located in economically distressed areas.

Loans may become non-performing for a wide variety of reasons, including, without limitation,
because the mortgaged property is too highly leveraged (and, therefore, the property is unable to
generate sufficient income to meet its debt service payments), the mortgaged property is poorly
managed or because the mortgaged property has a high vacancy rate, has not been fully
completed or is in need of rehabilitation. Such non-performing loans may require a substantial
amount of workout negotiations and/or restructuring, which may entail, among other things, a
substantial reduction in the interest rate, capitalization of interest payments and a substantial
write-down of the principal of the loan. However, even if such restructuring were successfully
accomplished, a risk exists that upon maturity of such loan, replacement “take-out” financing
will not be available.

Lack of Availability/Insufficiency of Property Insurance. There are certain types of losses,
generally of a catastrophic nature, such as earthquakes, floods, hurricanes, terrorism or acts of
war, that may be uninsurable or not economically insurable. Inflation, changes in building codes
and ordinances, environmental considerations and other factors, including terrorism or acts of
war, also might make the insurance proceeds insufficient to repair or replace a property if it is
damaged or destroyed. Under these circumstances, the insurance proceeds received might not be
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adequate to restore a Fund’s economic position with respect to the affected real property. Any
uninsured loss could result in the loss of cash flow from, and the asset value of, the affected

property.

Risks of Investments in Junior Mortgages or Mezzanine Loans. In each instance where an
investment is either a junior mortgage or a mezzanine loan secured by interests in a property-
owning entity, a Fund’s investment will be subject, directly or indirectly, to the mortgage or
other security interest of a senior lender. The rights and remedies afforded a senior lender may
limit or preclude the exercise of rights and remedies by the Fund, with resultant loss to the Fund.
Further, the equity owners of properties or entities in which the Fund invests may raise defenses
(including protection under bankruptcy laws) to enforcement of rights or imposition of remedies
by the Fund. In the event such defenses were successful, or resulted in delay, loss to the Fund
could result.

Environmental Liabilities. Under various federal, state and local environmental laws, ordinances
and regulations, a current or previous owner of real estate (including, in certain circumstances, a
secured lender that succeeds to ownership or control of a property) may become liable for the
costs of removal or remediation of certain hazardous or toxic substances at, on, under or in its
property. Those laws typically impose cleanup responsibility and liability without regard to
whether the owner or control party knew of or was responsible for the release or presence of
such hazardous or toxic substances. The costs of investigation, remediation or removal of those
substances may be substantial. The owner or control party of a site may be subject to common
law claims by third parties based on damages and costs resulting from environmental
contamination emanating from a site. Certain environmental laws also impose liability in
connection with the handling of or exposure to ashestos containing materials, pursuant to which
third parties may seek recovery from owners of real property for personal injuries associated
with asbestos containing materials. Absent acquiring or succeeding to ownership or control of
real property, a Fund is not likely to be subject to any of these forms of environmental liability.
If a Fund ever acquires or succeeds to ownership or control of a property and becomes subject to
significant environmental liabilities, the Fund’s business, financial condition, liquidity, and
results of operations could be materially and adversely affected.

Risk of Delinquency, Foreclosure and Reduction in Value of Real Estate. Commercial mortgage
loans are secured (directly or indirectly) by multifamily or commercial property and are subject
to risks of delinquency and foreclosure. The ability of a borrower to repay a loan secured by an
income producing property typically is dependent primarily upon the successful operation of
such property rather than upon the existence of independent income or assets of the borrower. If
the net operating income of the property is reduced, the borrower’s ability to repay the loan may
be impaired. The value of commercial real estate depends significantly on the amount of income
it generates. Net operating income of property can be affected by, among other things: (i) tenant
mix; (i) success of tenant businesses; (iii) property management decisions; (iv) property
location and condition; (v) competition from comparable types of properties; (vi) changes in
laws that increase operating expense or limit rents that may be charged; (vii) any need to address
environmental contamination at the property, the occurrence of any uninsured casualty at the
property; (viii) changes in national, regional or local economic conditions and/or specific
industry segments; (ix) declines in regional or local real estate values; (x) declines in regional or
local rental or occupancy rates; (xi) increases in interest rates; (xii) real estate tax rates and other
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operating expenses; (xiii) changes in governmental rules, regulations and fiscal policies,
including environmental legislation; and (xiv) acts of God, terrorist attacks, social unrest and
civil disturbances.

In the event of any default under a real estate loan held by a Fund, the Fund will bear a risk of
loss of principal to the extent of any deficiency between the value of the collateral and the
principal and accrued interest of the real estate loan, which could have a material adverse effect
on the Fund’s cash flow from operations and limit amounts available for distribution to the
Fund’s investors. It is likely that a Fund may find it necessary or desirable to foreclose on some,
if not many, of its real estate loans. The foreclosure process is often lengthy and expensive.
Borrowers may resist mortgage foreclosure actions by asserting numerous claims, counterclaims
and defenses against a Fund, including, without limitation, numerous lender liability claims and
defenses, even when such assertions have no basis in fact, in an effort to prolong the foreclosure
action and force the lender into a modification of the loan or a favorable buy-out of the
borrower’s position. In some states, foreclosure actions can sometimes take several years or
more to litigate. At any time prior to or during the foreclosure proceedings, the borrower may
file for bankruptcy, which would have the effect of staying the foreclosure actions and further
delaying the foreclosure process. Foreclosure litigation tends to create a negative public image
of the mortgaged property and may result in disruption to the ongoing leasing, management and
operation of the property. The expense and delay associated with foreclosure of a mortgage loan
could have a substantial negative effect on a Fund’s anticipated return on the foreclosed
mortgage loan.

In the event of the bankruptcy of a real estate loan borrower, the real estate loan to such borrower
will be deemed to be secured only to the extent of the value of the underlying collateral at the
time of bankruptcy (as determined by the bankruptcy court), and the lien securing the real estate
loan will be subject to the avoidance powers of the bankruptcy trustee or debtor in possession to
the extent the lien is unenforceable under state law. The bankruptcy process can involve
substantial legal, professional and administrative costs, be subject to unpredictable and lengthy
delays and negatively impact the underlying property and a Fund’s return on that particular
investment. The debt of entities in bankruptcy will in most cases not pay current interest, may
not accrue interest during bankruptcy and their assets may suffer an erosion of value. Such
investments can result in a total loss of principal. During the bankruptcy process, the creditors
may not take adverse actions towards the bankrupt entity or any of its assets without court
approval.

Uncompleted Property Developments Risks. 1f a Fund ever succeeds to ownership or control of
an uncompleted property development it may be affected by some of the various risks associated
with the development of new properties, including regulatory, construction, leasing, sales and
financing risks, as well as the risk that the completed properties will be unable to achieve the
targeted return on investment. Property developments typically require substantial capital outlay
during the construction period and it may take an extended period of time to complete and to
occupy before a potential return can be generated.

Construction Loans, Land Loans and Predevelopment Loans. A Fund may invest in or originate
construction loans. If a Fund fails to fund its entire commitment on a construction loan or if a
borrower otherwise fails to complete the construction of a project, there could be adverse
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consequences associated with the loan, including: a loss of the value of the property securing the
loan, especially if the borrower is unable to raise funds to complete it from other sources; a
borrower claim against the Fund for failure to perform under the loan documents; increased costs
to the borrower that the borrower is unable to pay; a bankruptcy filing by the borrower; and
abandonment by the borrower of the collateral for the loan. Furthermore, a Fund may make
loans on other non-cash generating assets such as land loans and pre-development loans, and
such loans may fail to qualify for construction financing and may need to be liquidated based on
the ““as-is”’ value as opposed to a valuation based on the ability to construct certain real property
improvements. The occurrence of such events could materially and adversely affect a Fund’s
results of operations and cash flows. Other loan types may also include unfunded future
obligations that could present similar risks.

Receivables Relating to Financial Assets. A Fund may invest in portfolios of receivables
relating to financial assets, such as consumer loans, including credit cards, automobile loans and
student loans. The performance of such assets may be affected by general economic conditions.
Recent changes in economic conditions have adversely affected the performance and market
value of such assets. The ability to collect on consumer loan accounts receivables is dependent
on the performance of a servicer. Additionally, servicers may be subject to regulation by certain
government agencies, including the Office of the Comptroller of the Currency and the Federal
Deposit Insurance Corporation.

Furthermore, consumer loans are subject to various consumer protection laws which regulate the
creation and enforcement of such loans. The violation of such laws by lenders and their affiliates
may permit borrowers to reduce their obligation to pay the amount of receivables they owe or
require lenders to pay certain penalties. Similarly, if a borrower were to seek protection under
U.S. federal or state bankruptcy or debtor relief laws, a court could reduce or discharge
completely the borrower’s obligations to repay amounts due on its receivable.

Consumer loans generally have significant risk of loss or default, particularly in the case of loans
that are secured by rapidly depreciable assets, such as automobiles, or loans that are unsecured.
In these cases, a Fund faces the risk that any collateral for a defaulted loan may not provide an
adequate source of repayment of the outstanding loan balance. Thus, the recovery and sale of
such property could be insufficient to compensate a Fund for the principal and interest
outstanding on these loans. In addition, because loan applications may be completed by third
parties, such as automobile dealerships, a Fund assumes the risks associated with that third party
properly complying with federal, state, and local consumer protection laws. It may become
necessary to increase a Fund’s provision for 1oan losses in the event that a Fund’s losses on
consumer loans increase, which would reduce a Fund’s profits.

Structured Finance Securities. A portion of a Fund’s investments may consist of equipment trust
certificates, collateralized mortgage obligations, collateralized bond obligations, collateralized
loan obligations or similar instruments. Structured finance securities may present risks similar to
those of the other types of debt obligations in which a Fund may invest and, in fact, such risks
may be of greater significance in the case of structured finance securities. Moreover, investing

in structured finance securities may entail a variety of unique risks. Among other risks,
structured finance securities may be subject to prepayment risk. In addition, the performance of
a structured finance security will be affected by a variety of factors, including its priority in the
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capital structure of the issuer thereof, and the availability of any credit enhancement, the level
and timing of payments and recoveries on and the characteristics of the underlying receivables,
loans or other assets that are being securitized, remoteness of those assets from the originator or
transferor, the adequacy of and ability to realize upon any related collateral and the capability of
the servicer of the securitized assets.

Trade Claims. A Fund may purchase trade claims, often in connection with the restructuring or
bankruptcy of a debtor company over which the Fund is trying to exercise influence. The Fund
might also acquire trade claims as a means of obtaining control over a debtor that is in the
process of emerging from Chapter 11, with an intent to push for a Chapter 11 plan that converts
debt to equity or to block acceptance of any Chapter 11 plan it opposes. By purchasing trade
claims in connection with a bankrupt company, the Fund could use this leverage to negotiate a
more favorable Chapter 11 plan. Alternatively, the Fund could retain the claim, anticipating that
the present value of any distribution at the conclusion of the bankruptcy case will exceed the
purchase price. Although trade claims may result in significant returns to the Fund, they involve
a substantial degree of risk. In order to make successful decisions regarding the objective in
connection with the acquisition of trade claims, the level of analytical sophistication, both
financial and legal, apposite to such decision-making is unusually high. In addition, if the Fund
has acquired trade claims with the objective of exercising influence over a distressed company or
in a bankruptcy case, the expected timing can only be estimated and there may be significant
delays which may affect the returns on such trade claim investments for the Fund.

Hedging Transactions and Counterparty Risk. A Fund may from time to time enter into forward
contracts, options and swaps (such as credit default swaps, interest rate swaps or other swaps) as
a way to mitigate risk associated with its investments; however, it is impossible to fully hedge a
Fund’s investments. Furthermore, to the extent that any hedging strategy involves the use of
over-the-counter (“OTC”) derivatives transactions, such a strategy would be affected by
implementation of various regulations adopted pursuant to the Dodd-Frank Wall Street Reform
and Consumer Protection Act (the “Reform Act”).

Although the Reform Act will require many OTC derivative transactions previously entered into
on a principal-to-principal basis to be submitted for clearing by a regulated clearinghouse, certain
of the OTC swaps that a Fund may enter into pursuant to its hedging activities may remain
principal-to-principal or OTC contracts that a Fund and third parties entered into privately. The
risk of counterparty nonperformance can be significant in the case of these OTC instruments, and
“bid-ask” spreads may be unusually wide in these heretofore substantially unregulated markets.
While the Reform Act is intended in part to reduce these risks (for example, by imposing capital
and margin requirements for uncleared OTC swaps on dealers and major swap participants), its
success in this respect may not be evident for some time after the Reform Act is fully
implemented, a process that may take several years.

Global Investments. A Fund may invest a portion of its capital in the debt, loans or other
securities of issuers located outside the United States. In addition to business uncertainties, such
investments may be affected by political, social and economic uncertainty affecting a country or
region. Many financial markets are not as developed or as efficient as those in the United States,
and as a result, liquidity may be reduced and price volatility may be higher. The legal and
regulatory environment may also be different, particularly as to bankruptcy and reorganization.
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Control Position. A Fund may obtain a controlling or other substantial position in any public or
private company. Should such a position be obtained, filings concerning such holdings with the
SEC may be required and other regulatory restrictions that could limit the ability to dispose of
such holdings at the times and in the manner preferred. Additionally, such control could impose
additional risks of liability for environmental damage, product defects, failure to supervise
management, violation of governmental regulations and other types of liability in which the
limited liability generally characteristic of business operations may be ignored.

Diversification. Notwithstanding investment limitations in their organizational documents,
certain investments of a Fund may be substantially larger than others. An unfavorable
performance by one or more of a Fund’s relatively large investments could have a substantial
adverse impact on the aggregate returns of a Fund.

Material Geographic Concentrations. Adverse market or economic conditions in a particular
town, city, state or region where a Fund has significant investments may disproportionately
affect the value of those investments and adversely affect the value of that Fund.

Timing Risk. The debt investments in a Fund’s portfolio may be prepayable at any time, some of
them at no premium to par. It is not clear at this time when each debt instrument may be prepaid.
Whether a debt instrument is prepaid will depend both on the continued positive performance of
the investment and the existence of favorable financing market conditions that allow such
investment the ability to replace existing financing with less expensive capital. As market
conditions change frequently, it is unknown when, and if, this may be possible for each
investment. In the case of some of these debt instruments, having the debt instrument prepaid
may reduce the achievable yield for a Fund if the capital returned cannot be invested in
transactions with equal or greater expected yields, which could have a material adverse effect on
a Fund’s business, financial condition and results of operations.

Highly Volatile Instruments. A Fund may invest in derivative instruments. The prices of
derivative instruments, including forward contracts, swaps and options, are highly volatile. Price
movements of forward contracts and other derivative contracts in which a Fund’s assets may be
invested are influenced by, among other things, interest rates, changing supply and demand
relationships, trade, fiscal, monetary and exchange control programs and policies of
governments, and national and international political and economic events and policies. In
addition, governments from time to time intervene, directly and by regulation, in certain markets,
particularly those in currencies and financial instrument options. Such intervention often is
intended directly to influence prices and may, together with other factors, cause all of such
markets to move rapidly in the same direction because of, among other things, interest rate
fluctuations. A Fund may be also subject to the risk of the failure of any exchange on which its
positions trade or of their clearinghouses.

Market Disruptions; Governmental Intervention; Changes in Laws or Regulations. The global
financial markets have in the past few years gone through pervasive and fundamental disruptions
that have led to extensive and unprecedented governmental intervention. Such intervention has
in certain cases been implemented on an “emergency” basis, suddenly and substantially
eliminating market participants’ ability to continue to implement certain strategies or manage the
risk of their outstanding positions. In addition — as one would expect given the complexities of
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the financial markets and the limited time frame within which governments have felt compelled
to take action — these interventions have typically been unclear in scope and application,
resulting in confusion and uncertainty which in itself has been materially detrimental to the
efficient functioning of the markets as well as previously successful investment strategies.

A Fund may incur major losses in the event of disrupted markets and other extraordinary events
in which historical pricing relationships become materially distorted. Such disruptions or
governmental intervention may have an adverse affect on a Fund.

A Fund’s borrowers will be subject to regulation at the local, state and federal level. A Fund is
also subject to federal, state and local laws and regulations and is subject to judicial and
administrative decisions that affect its operations, including maximum interest rates, fees and
other charges, disclosures to borrowers, the terms of secured transactions, collection and
foreclosure proceedings and other trade practices. If these laws, regulations or decisions change,
or if a Fund expands its business into additional jurisdictions, it may have to incur significant
expenses in order to comply or it might have to restrict its operations. New legislation may be
enacted or new interpretations, rulings or regulations could be adopted, including those
governing the types of investments a Fund is permitted to make, any of which could harm a Fund
and its investors, potentially with retroactive effect. In particular, on July 21, 2010, the Reform
Act became law. The scope of the Reform Act impacts many aspects of the financial services
industry, and it requires the development and adoption of many implementing regulations over
the next several years. The effects of the Reform Act on the financial services industry will
depend, in large part, upon the extent to which regulators exercise the authority granted to them
and the approaches taken in implementing regulations. The Garrison Advisors have begun to
assess the potential impact of the Reform Act on each of the Fund’s business and operations, but
the likely impact cannot be ascertained with any degree of certainty. In addition, if a Fund does
not comply with applicable laws and regulations, it could lose any licenses that it then holds for
the conduct of its business and may be subject to civil fines and criminal penalties.

Additionally, changes to the laws and regulations governing a Fund’s operations related to

permitted investments may cause a Fund to alter its investment strategy in order to avail itself of
new or different opportunities.
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Item 9. Disciplinary Information

The Garrison Advisers have no legal or disciplinary events to report that would be material to a
Client’s or prospective Client’s evaluation of the Garrison Advisers’ advisory business or the
integrity of their management.

Item 10. Other Financial Industry Activities and Affiliations

The Garrison Advisers and their employees do not have relationships or arrangements with other
financial services companies that pose material conflicts of interest.

Item 11. Code of Ethics, Participation or Interest in Client Transactions and Personal
Trading

Code of Ethics

As investment advisers, the Garrison Advisers owe a fiduciary duty to their Clients.
Accordingly, the Garrison Advisers and their employees must not act or behave in any manner or
engage in any activity that (i) creates even the suspicion or appearance of the misuse of material
non-public information, (ii) gives rise to, or appears to give rise to, any breach of fiduciary duty
owed to any Client or (iii) creates any undisclosed and/or unaddressed conflict of interest,
between any Client, on the one hand, and the Garrison Advisers or any employee, on the other
hand, or between Clients. The Garrison Advisers seek to foster and maintain a reputation for
honesty, integrity and professionalism.

The Garrison Advisers have adopted a Code of Ethics that sets forth standards of ethical and
business conduct expected of the Garrison Advisers’ personnel and addresses conflicts that may
arise from personal trading by such personnel. The Code of Ethics, among other things, requires
compliance with the federal securities laws, reflects the Garrison Advisers’ fiduciary
responsibilities and those of their advisory personnel, prohibits certain personal securities
transactions, requires the Garrison Advisers’ personnel to periodically report their personal
securities transactions and to preclear certain securities transactions and addresses prevention of
the misuse of material nonpublic information. The Code of Ethics will be provided to any Client
or Fund investor or potential Client or Fund investor upon request.

Principal Transactions and Cross Trades

The Garrison Advisers on occasion may engage in principal transactions with Clients. A
principal transaction occurs when an investment adviser, acting for its own account (or the
account of an affiliate) buys a security from, or sells a security to, a client’s account. The
Garrison Advisers will conduct all principal transactions according to the disclosure and client
consent requirements of Section 206(3) of the Advisers Act. The precise application of these
disclosure and consent requirements may depend on the nature of the Client and the transaction.
The Garrison Advisers must determine that any principal transaction is in the best interest of the
participating Client.
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The Garrison Advisers may determine that it is in the best interests of two or more Clients to
transfer a security from one Client to another for tax purposes, liquidity purposes or to reduce
transaction costs that may arise in an open market transaction (a “Cross Trade”). Cross Trades,
which may or may not constitute principal trades, will be conducted in accordance with the
Garrison Advisers’ fiduciary responsibility to each participating Client, must be in the best
interest of each participating Client and must be consistent with the Garrison Advisers’ duty to
seek best execution. The Garrison Advisers will rely on their valuation procedures to determine
the appropriate price to effect the transaction. The Garrison Advisers will monitor the
percentage of ownership in each of the Funds held directly or indirectly by the Garrison Advisers
and their Affiliates in order to identify any potential principal trading issues.

With respect to certain Funds, the pertinent General Partner or Managing Member has appointed
(subject to the consent of a majority of the unaffiliated Fund investors) one or more independent
investor representatives to provide a mechanism for approving the valuation of Cross Trades.

Item 12. Brokerage Practices
Best Execution

The Garrison Advisers have full discretionary authority to direct trades for the Funds and may
choose or recommend broker-dealers and counterparties for the separately managed accounts.
While the transactions in which the Garrison Advisers engage do not typically require the use of
broker-dealers, to the extent a broker-dealer is used by a Garrison Adviser to execute securities
transactions for any Client the Garrison Adviser is subject to a duty to seek best execution for
such securities transactions.

In selecting broker-dealers, the Garrison Adviser will use its reasonable efforts to obtain best
price and execution and will consider such factors, for example, as (i) quality of execution,

(ii) any conflicts of interest regarding a trading counterparty, (iii) reputation, financial strength
and stability of the broker-dealer, (iv) overall costs of a trade and (v) willingness to execute
difficult transactions. To the extent applicable, the Garrison Advisers will also consider the
above factors in selecting and approving counterparties that may be used in connection with
transactions for Client accounts.

The Garrison Advisers need not solicit competitive bids and have no obligation to seek the
lowest possible commission cost. Accordingly, if a Garrison Adviser determines in good faith
that the amount of commissions or other compensation charged by a broker-dealer is reasonable
in relation to the value of the brokerage and products or services provided by the broker-dealer,
the Client may pay commissions or other compensation to such broker-dealer in an amount
greater than the amount another broker-dealer might charge. Research obtained from or paid by
a broker-dealer may be used by the Garrison Advisers to service Client accounts other than the
Client that generated the commission. Where a product or service obtained with commission
dollars provides both research and non-research assistance to the Garrison Advisers, the Garrison
Advisers will make a reasonable allocation of the cost that may be paid for with commission
dollars.
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Soft Dollar Benefits

The Garrison Advisers currently have no soft dollar arrangements. However, the Garrison
Advisers may use full-service broker-dealers that provide research or other products or services
to most or all of their customers, without being requested to do so, and the Garrison Advisers
may on occasion receive and use research provided by these broker-dealers. In this situation, the
Garrison Advisers receive a benefit because they do not have to produce or pay for the research.
The Garrison Advisers may have an incentive to select broker-dealers based on their interest in
receiving the research or other products or services, even though no soft dollar arrangements are
in place, rather than on the Garrison Advisers’ Clients’ interest in receiving the most favorable
execution. However, since the research provided is not material in nature and quantity and is
provided by most broker-dealers with which the Garrison Advisers deal, the Garrison Advisers’
receipt of such research does not have a material effect on the Garrison Advisers’ selection of
broker-dealers. The Garrison Advisers do not separately compensate such broker-dealers for the
provision of such services and do not believe that they “pay up” for such services. The research
received is used for the benefit of all Garrison Adviser Clients.

Trade Errors

Trade errors may occasionally occur with respect to trades executed on behalf of a Client. Trade
errors can result from a variety of situations, including, for example, when the wrong security is
purchased or sold, the correct security is purchased or sold but for the wrong account, or the
wrong quantity is purchased or sold. Trade errors frequently result in losses but may
occasionally result in gains. The Garrison Advisers and their Affiliates will endeavor to detect
trade errors prior to settlement and correct and/or mitigate them in an expeditious manner. To
the extent an error is caused by a third party, such as a broker-dealer, the Garrison Advisers will
strive to recover any losses associated with such error from the third party. The Garrison
Advisers will determine whether any trade error has resulted from the gross negligence, willful
misconduct or bad faith of the Garrison Adviser or an Affiliate, and, unless it finds that to be the
case, any losses will be borne by (and any gains will benefit) the applicable Client. If a trade
error occurs, the Garrison Advisers and their Affiliates will make a good faith determination
regarding the cause of the error. However, in making such a determination, the Garrison
Advisers and their Affiliates will have a conflict of interest.

Allocation of Investment Opportunities

The Garrison Advisers will use their best judgment and act in a manner that they consider fair
and reasonable in allocating investment opportunities among the Clients.

Each Client has its own investment mandate (e.g., investment objective, expected rate of return,
type of investments, expected timing of exit) that may preclude it from participating in certain
investments. Additionally, each Client has different groups of investors with unique tax, legal
and/or regulatory requirements that may prevent any one Client from participating in certain
investments.

When it is determined that an opportunity is suitable for more than one Client, the Garrison
Advisers will seek to allocate opportunities among those Clients (and, as pertinent, execute
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orders for all participating Client accounts) on a fair and, over time, equitable basis. Although
such allocations may be pro rata, they will not necessarily be so, where the Garrison Advisers’
allocation policies dictate a different result. For example, the Garrison Advisers in allocating
such investment opportunities will consider, as pertinent and without limitation, the proposed
investment’s size, liquidity and time horizon, each such Client’s diversification guidelines and
differing objectives, the likelihood of current income, the anticipated duration of the investment
and available capital. Allocations may also differ for tax, regulatory or other reasons as deemed
appropriate by the Garrison Advisers. There can be no assurance that a particular order or
investment opportunity will be allocated in a particular manner, and it is possible that a particular
Client may not be given the opportunity to participate in certain investments made by other
Clients that meet the Client’s investment objectives. Where conflicts arise in the allocation of
investment opportunities, the Garrison Advisers seek to resolve such conflicts fairly.

Agaregation of Trades

The Garrison Advisers may, but are not required to, aggregate sales and purchase orders of
securities being made simultaneously for more than one Client, if, in the pertinent Garrison
Adviser’s reasonable judgment, such aggregation will result in an overall economic benefit to the
pertinent Clients.

Item 13. Review of Accounts

Review of Accounts. The Garrison Advisers will review, as pertinent, each Client’s portfolio
holdings to determine that the investments held by each Client remain consistent with the
pertinent offering documents and investment advisory agreement and will generally review each
Client’s performance on an ongoing basis.

Reports to Clients. Generally, Fund investors will receive unaudited information regarding NAV
monthly (in the case of the Open-End Funds) or quarterly (in the case of the Closed-End Funds).
Fund investors also will receive annual audited financial statements of the applicable Fund.
Separately managed accounts will receive reports as agreed upon in the pertinent investment
advisory agreement.

Item 14. Client Referrals and Other Compensation

The Garrison Advisers may enter into compensation arrangements with third party solicitors for
new advisory business. Any solicitation arrangements will comply with Rule 206(4)-3 under the
Investment Advisers Act of 1940, as amended.

The pertinent Garrison Adviser and the Managing Member or the General Partner of certain
Funds may select one or more placement agents, on an exclusive or non-exclusive basis, to offer
Fund interests. The Garrison Advisers and their Affiliates currently intend to compensate any
such placement agents out of their own funds, but reserve the right to, in the future, charge a
subscriber a subscription charge in addition to its commitment. Placement agents that solicit
prospective investors on behalf of a Fund are subject to a conflict of interest because they will be
compensated by the Garrison Adviser and/or its Affiliate in connection with their solicitation
activities.
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Item 15. Custody

Funds. The Garrison Advisers are deemed to have custody of the assets contained in the Fund
portfolios, since a Garrison Adviser or an affiliate serves as general partner or managing member
of each of the Funds. Fund investors do not receive account statements from the custodian;
rather, the Funds are subject to an annual audit and the audited financial statements are
distributed to each Fund investor.

Separately Managed Accounts. The Garrison Advisers do not maintain custody of funds and
securities contained in the separately managed account portfolio.

Item 16. Investment Discretion

The Garrison Advisers provide discretionary investment advisory services to the Funds and the
separately managed accounts. The pertinent Garrison Adviser may make investment decisions,
without consultation with the Fund or Fund investors, regarding which securities are bought and
sold for the Fund, the total amount of the securities to be bought and sold, the broker-dealers (if
any) with which orders are placed for execution and (as applicable) the commission rates at
which securities transactions are effected.

With respect to the separately managed accounts, discretionary authority is granted to the
pertinent Garrison Adviser in the applicable investment management agreement and its scope
may vary from the authority granted with respect to the Funds.

Item 17. Voting Client Securities

The Garrison Advisers have voting authority and responsibility with respect to securities held by
the Funds and may have voting authority with respect to securities held by other Clients. In
addition to proxy solicitations in connection with equity securities of traditional operating
companies, proxy voting is also deemed to include any consent requested in matters such as
bankruptcy or insolvency, covenant waivers in connection with debt, approvals regarding the
restructuring of debt and other rights and remedies with respect to securities.

In voting proxies, the Garrison Advisers are guided by general fiduciary principles. The
Garrison Advisers vote proxies in the manner they believe is consistent with efforts to achieve a
Client’s stated investment objectives, including maximizing the value of the Client’s portfolio.

The Garrison Advisers’ general policy is to vote in accordance with the recommendation of an
issuer’s management on routine and administrative matters, unless the Garrison Adviser has a
particular reason to vote to the contrary. This general policy is not a predetermination, however,
to vote in favor of the issuer’s management, as the Garrison Advisers will review all client
proxies in accordance with the general fiduciary principles noted above. With respect to non-
recurring or extraordinary matters, the Garrison Advisers will vote on a case-by-case basis in
accordance with the goals of achieving a Client’s stated objectives. The Garrison Advisers at
times may determine that refraining from voting a proxy is in the Client’s best interest, such as
when the Garrison Adviser’s analysis of a particular proxy indicates that the cost of voting the
proxy may exceed the expected benefit to the Client.
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In certain situations, a Client may provide the Garrison Adviser with a statement of proxy voting
policy or guidelines. In these situations, the Garrison Adviser will seek to comply with such
policy or guidelines to the extent that it would not be inconsistent with applicable regulation or
the Garrison Adviser’s fiduciary responsibilities.

The Garrison Advisers follow procedures designed to identify conflicts or potential conflicts that
could arise between their own interests and those of their Clients. If it is determined that any
such conflict or potential conflict is not material, the Garrison Adviser may vote proxies
notwithstanding the existence of the conflict. If it is determined, however, that a conflict of
interest or potential conflict of interest is material, one or more methods may be used to resolve
the conflict, including (i) disclosing the conflict to the Client and obtaining its consent before
voting, (ii) engaging a third party to recommend a vote with respect to the proxy or (iii) such
other method as is deemed appropriate under the circumstances.

Clients and Fund investors may request a copy of the Garrison Advisers’ Proxy Voting Policy
and Procedures, as well as applicable proxy voting records, by contacting Brad Harris at the
Garrison Advisers.

Item 18. Financial Information

The Garrison Advisers have never filed for bankruptcy and are not aware of any financial
condition that is reasonably likely to impair their ability to meet contractual commitments to
their Clients.
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