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Material Changes

This is an annual update of our brochure. Theve Ih@en no material changes since our last
filing.
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Advisory Business

Founded in 1981, Halcyon Asset Management LLC €ctilely with its wholly owned
subsidiaries discussed below, and to the exteninesjby context individually, referred to
as Halcyon or we) is a leading global asset managefimm for private investment funds.
Halcyon’s regulatory assets under management,dimguassets managed by its relying
advisers discussed below, are estimated to be $346,602 as of December 31, 2013.
Halcyon and its affiliates (referred to as the Kalt Group) manage approximately $12.5
billion in client assets as of March 1, 2014, fodieerse group of advisory client funds
whose investors include leading public and privggension funds, endowments,
foundations, financial institutions, insurance camies, funds of hedge funds, and
high-net-worth individuals. Halcyon’s advisoryesit funds have investors in the United
States, Canada, Latin America, the United KingdGomtinental Europe, the Middle East,
Asia, and Australasia.

Halcyon Asset Management LLC, along with its whallyned subsidiaries and relying
advisers, Halcyon Offshore Asset Management LLC ldaltyon Long Term Strategies
LP, is headquartered in New York. It has beersteged with the United States Securities
and Exchange Commission (referred to as the SECg 41997, and its London subsidiary
Halcyon Asset Management (UK) LLP, is authorizedl aagulated by the Financial
Conduct Authority (referred to as the FCA) in theitedd Kingdom since 2007. Halcyon is
privately owned primarily by 16 active partners,omverage 14 years of experience at
Halcyon. The Halcyon Group draws on the skills argerience of approximately 110
employees, approximately 50 of whom are investnpnfessionals. John M. Bader
serves as Chairman and Chief Investment Officet,Kavah Konner, as Vice Chairman.
Mr. Bader, Mr. Konner, and Jason Dillow serve agfBlio Managers for Halcyon Asset
Management LLC and its subsidiaries. Additionallyy litigation and liquidations
focused advisory client accounts managed by Haldymmy Term Strategies LP, John
Greene serves as a Portfolio Manager. Halcyon NEmant Partners LP is the principal
owner of Halcyon, and Mr. Bader owns more than 26%interests in Halcyon
Management Partners LP.

Halcyon’s multi-strategy accounts focus on crednerger, and special situations
strategies, primarily in North America and West&urope. The Halcyon Group also

manages specialized strategies focused on strdsdesdsed and undervalued
asset-backed securities; strategies focused oarsgetured bank loans; long/short equity
strategies; and energy, power and infrastructwesiment strategies. In periods when
the economy and credit markets are strong, Haldgods to focus less on distressed
opportunities and more on credit opportunitiesessed debt, high-yield with an

event-driven bias, and structured opportunities.

Halcyon’s mission is to provide our investors watkcellent risk-adjusted returns relative
to the S&P 500, with less volatility than the S&BO5 relatively low drawdowns, and
relatively low correlations to public debt and d@gumarkets. Halcyon Long Term
Strategies LP focuses on a longer-duration tailoreegtstment approach. We are
committed to conservative, rigorous, and discifgipeocesses; to industry best practices;
and, at the same time, to adaptability.



We tailor advisory services to the individual neadd specified investment mandates of
our advisory clients. For advisory client fundstthalcyon or our affiliates sponsor and

control (referred to as the Halcyon Funds), we eglt@the investment strategy set forth in
each such client's Private Placement Memorandumhe Thvestment management

agreement with each Halcyon Fund does not reqagite tailor our services to the needs of
specific underlying investors of these hedge fundr our managed account clients
(referred to as the Managed Accounts), which masthetured as single-investor funds or
funds with only a limited number of investors, watex into advisory and/or operating

agreements that contain a description of the imvest objective and mandate for each
account and investment restrictions that we agpe® with those clients.

We do not participate in wrap fee programs. We rganalient assets only on a
discretionary basis.

Fees and Compensation

Halcyon typically receives compensation from eathsoadvisory clients calculated as a

percentage of the assets Halcyon manages and fomrpance achieved for each client’s

account or specific interests in client accounthe governing documents of the Halcyon
Funds permit us to negotiate different fees witrestors in the Halcyon Funds separately
and to waive the fees for certain of our affiligtpsincipals, and employees. Neither

Halcyon nor any of our partners or employees reseiany transaction-based

compensation for the sale of securities or othegstment products.

Halcyon deducts one-twelfth of the asset-based described above from the
multi-strategy Halcyon Funds monthly in advanceec#use investors in the Halcyon
Funds may not make intra-month withdrawals of tlapital, investors in these funds do
not pay a management fee in excess of what theyfowthe entire month. Halcyon

generally deducts performance-based compensatioscrided above from the

multi-strategy Halcyon Funds’ accounts at the ehdeach year, or a shorter period
coinciding with an earlier withdrawal date with pest to the withdrawn amount.

For Managed Accounts, Halcyon’s fees are negotiabialcyon’s Managed Accounts

also pay periodic asset-based fees (typically, hgir quarterly) and performance-based
compensation (typically, annually or with respeoct dther periods specified in the

Managed Account documentation). An unaffiliateddiparty deducts such amounts
from Managed Account assets, except with respesintgie-investor funds or funds with

only a small, limited number of investors for whidlalcyon’s affiliate acts as the general
partner and has the authority to deduct such amsount

The Halcyon Funds bear all costs and expensedlgliretated to portfolio investment or

prospective investments, including brokerage corsions, interest on debit balances or
borrowings, custodial fees, and legal and consufees. The Halcyon Funds also bear
all out-of-pocket expenses incurred in obtaininghaintaining systems, research and other
information utilized in the funds’ investment pragrs together with out-of-pocket costs of
administration including accounting, audit, admirasr and legal expenses, costs of any
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litigation or investigation involving the funds’ @gties, costs associated with reporting
and providing information to existing and prospeetinvestors, and the costs of liability
insurance. The Managed Accounts generally beastnvent expenses similar to those
borne by the Halcyon Funds and any other expersdsrth in their governing documents.
When Halcyon incurs expenses on behalf of multgient accounts, we allocate the
expenses among the applicable clients in a faireasonable manner.

For more information on brokerage transactionsanstis, please see Section 9: Brokerage
Practices.

Performance-Based Fees and Side-By-Side Managam

Halcyon receives performance-based compensatiomdibbut one of its advisory clients.
We do not receive performance-based compensaton Halcyon Multiple Strategies,
L.P., which invests only into other Halcyon Funcsl @loes not compete for investment
opportunities with those clients.

Types of Clients

All of our advisory clients are private investmdahds or similar private investment
entities for one or more investors. Halcyon Fuhdse a diverse group of investors,
including leading pension funds, endowments, fotioda, financial institutions,
insurance companies, hedge funds of funds, andregtworth individuals throughout the
world. Halcyon generally requires investors thae &S persons to be “accredited
investors” and “qualified purchasers” or “knowledipe employees” (as defined in
applicable federal securities laws and regulations)

Method of Analysis, Investment Strategies, angisk of Loss

Halcyon engages in credit, merger, and spesitabtion strategies, primarily in North
America and Western Europe. Halcyon Long Term t8gias LP has a
longer-duration-oriented tailored investment apphoa Our investment process has its
foundation in a research paradigm and a dynamiooagp to risk management that serves
to put different types of positions within diffetesirategies on equal footing for evaluation
purposes. This approach results in better sitnat@mparison and selection and better
portfolio construction. The Halcyon partners aneeintivized based on overall fund
performance rather than the performance of a pdatistrategy.

Halcyon builds portfolios on a “bottom-up” basisthvia top-down overlay, choosing
individual positions based on their absolute dodmsisk and their probabilistic relative
attractiveness. At the same time, we take intcsid@nation macroeconomic factors in
managing the funds and impose portfolio-based ciskstraints designed to mitigate
drawdowns and volatility, including, among othdnsiits on leverage, cross-correlation,
equity and bond market exposure, industry, and iggabgc concentration. The funds are
diversified in that they hold positions in many quanies in different industries and also
because the types of situations are varied andliraited correlation with one another.



We may hedge against exposure to high-yield andyeoparkets, currency risk, individual
companies, and commodity markets. Market-basedydsedif any, are typically
somewhat out of the money.

Teams led by one or more senior analysts reseagofidual positions, then discuss each
position with the Portfolio Managers in an iteratifact-finding process. Research

includes extensive proprietary qualitative and qaiive analysis and is supplemented by
reports from sell-side firms, independent analyat&l industry consultants; fundamental
due diligence with companies and their partnersstacuers and competitors; and

event-oriented discussions with attorneys, lendserspuntants, investment bankers, and
other investors. For more information, please&eeion 10: Review of Accounts.

Halcyon’s dedication to the rigorous managemnuémisk within and across subsets of its
portfolios is designed to identify and address appately the sorts of risk inherent in the
types of transactions in which we participate. Idoer, despite our risk management
process, investing in any securities or other aggey., bank debt) involves a risk of loss
that our clients and the investors in our clientstbe prepared to bear.

Examples of potential areas of risk associated thightypes of investment strategies in
which we engage are:

Non-investment-grade investments. Our stratedies aall for us to invest in debt of
companies experiencing financial distress or straisd our credit investments often are
unsecured or subordinated. Our strategies andutmess of our accounts depend upon
our ability to gather all relevant information alboeach investment and to assess it
accurately, not only at the time of investment butough our holding period until
Halcyon disposes of the investment. Our expectatiegarding the favorable outcome
of any investment can be adversely affected by mausefactors beyond our control,
including our receipt of incomplete or inaccuratgag our failure to assess it accurately,
and unpredictable changes in circumstances, ingudinforeseeable macroeconomic
circumstances unrelated to our analysis of theisp&tvestment.

llliquidity.  Halcyon may make investments in sates or other assets that are not
readily marketable or that cease to be readily ptatke after Halcyon makes its
investment. This could make it difficult to realizbe value Halcyon ascribes to an
investment if we are forced to dispose of it inraactive market.

Valuation. Investors in the client funds that Haloc manages purchase and redeem
interests in the funds based on a determinatigheofair value of the assets and liabilities
of the fund. In addition, our management fees iandntive allocations are determined
by reference to these valuations. To the extermkebaguotations are unavailable or
Halcyon determines that such quotations inadequasgresent the fair value of the
assets, Halcyon may value such positions in goat {subject to periodic review of
certain positions by an independent investment bankivestors may be adversely
affected in connection with subscriptions or redBoms to the extent the values so
determined are incorrect. Investors are also stlgea conflict of interest with respect
to Halcyon to inflate the determination of fair wal because Halcyon is entitled to
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compensation based on the assets under managesemt|l as on the unrealized gains
and losses.

Competition. The success of investments typicddigends on our ability to identify or
exploit opportunities more efficiently than otheanket participants. The ability to do
so may be adversely affected as a result of theljhigpmpetitive nature of the asset
management industry.

Short sales. Our strategies call for short satgsonly for hedging purposes but also
occasionally to take advantage of situations incwitalcyon believes an investment has
been overvalued by market participants. If ouresssient of these situations is
incorrect, there is risk that Halcyon could incupatentially unlimited amount of loss
from the short sale.

Leverage. Halcyon generally has the discretiomuge borrowing and other forms of
leverage in our strategies. While the use of leger may amplify the profit on
successful investments, it may also amplify thesdss incurred on unsuccessful
investments.

Fund structure: limited liquidity and transparencyAn investor’s investment in any fund
that Halcyon manages is subject to the structudetarms of the fund. These include
rights to liquidity and transparency that are magtricted than would be the case for a
Managed Account held by a custodian in the invéstame or for the personal account
of the investor in its own name.

Conflicts of interest. As described elsewhere his torochure, Halcyon is subject to
various conflicts of interest as a result of ournagement of multiple accounts, the
nature of our compensation arrangements, our aéii management companies and
other accounts managed by them, and the use ofuodr structure. The existence of
these conflicts of interest may influence the irelegence of Halcyon’s judgment. This
brochure contains information about how Halcyon agms these conflicts.

The Private Placement Memorandum for each of thieyda Funds and the Managed
Account documents each contain discussions of wanisk considerations that are more
extensive in scope and depth than the foregoingraum

Disciplinary Information

There have been no legal or disciplinary eventslineg Halcyon or any of our Managing
Principals or executive officers that are matet@la client’s or prospective client’s
evaluation of our advisory business or the intggyftour management.

Other Financial Industry Activities and Affilia tes

Relationships with the Halcyon Funds

Halcyon and Halcyon Offshore Asset Management LL&hage the following Halcyon
Funds: Halcyon Fund, L.P.; Halcyon Offshore Fundniteéd; Halcyon Partners LP;
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Halcyon Partners Offshore Ltd; Halcyon Diversifiédind, L.P.; Halcyon Multiple
Strategies, L.P.; and Halcyon Master Fund L.P. cytal Master Fund L.P. may pursue
specialized investment strategies or opportunitiesugh dedicated subsidiaries managed
by Halcyon and/or its affiliates, provided that sach entities pay any additional
compensation to Halcyon and/or its affiliates.

Halcyon Asset LLC, which is under common ownersmnp control with Halcyon, acts as
the general partner of each of the multi-strateggiciton Funds. None of the

compensation, liquidity, or other terms of the Hale Funds is negotiated at arm’s length.
However, Halcyon discloses to prospective invedtuegerms of all of its general fees and
performance-based compensation, as well as the tetims of an investment, in detail in

the Private Placement Memorandum relating to eadbyidn Fund.

Halcyon Offshore Asset Management LLC also man&ifeld LP, a single-investor fund
for which HCN GP LLC, an affiliate of Halcyon Offsre Management LLC, acts as the
general partner.

Halcyon Long Term Strategies LP manages the foilgwiunds, each formed for the
benefit of one institutional investor or a grouprefated institutional investors: HLTS
Fund II LP, HLF LP, and HLTS Fund lll SPC on bdhaf Special Opportunities
Segregated Portfolio and on behalf of Special Oppares Segregated Portfolio F.
HLTS GP LLC, an affiliate of Halcyon Long Term Stgies LP, acts as the general
partner of HLTS Fund Il LP. HLF GP LLC, an affiieaof Halcyon Long Term Strategies
LP, acts as the general partner of HLF LP.

The Halcyon Funds, managed by Halcyon and HalcylbshGre Asset Management LLC
(with the exception of Halcyon Multiple Strategi¢sP., which invests in other Halcyon
Funds), typically invest in the same portfolio tlgh the same master account. In certain
instances, the Halcyon Funds may instead investgr special-purpose vehicles. As a
result, there is no actual or potential conflict inferest relating to the allocation of
investment opportunities among these Halcyon Fun8lBocation conflicts could arise as
a result of our management of other funds and aepaaccounts which do not trade
through the master account used by the Halcyon $suntheoretically, to the extent our
Managed Accounts have different performance congi@msprovisions than the Halcyon
Funds but pursue the same or similar strategieslmets of such strategies, Halcyon could
arguably have an interest in favoring the cliethist tare most likely to pay the highest
compensation. The potential to earn performansedaompensation could also provide
an incentive to invest client assets in an aggressi speculative manner. Halcyon seeks
to minimize this potential conflict by taking a diglined approach to portfolio risk
management. Performance compensation is basexdtinmpunrealized gains and losses,
so Halcyon may theoretically have an incentivenftate the value of client assets through
fair valuation determinations. Mindful of the peese of these potential conflicts of
interest, Halcyon seeks to act fairly when allazgiinvestment opportunities and valuing
client assets. Halcyon has adopted written pdieied procedures that are designed to
ensure fair allocations over time and consistefiateon methodologies. In particular,
our policy prevents us from taking into account ée@@ther compensatory differences in
allocating an investment opportunity. We also zsiliservices of an independent
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administrator to value assets and interests infund clients. See also Section 9: Trade
Aggregation and Allocation.

On rare occasions, Halcyon may determine thateacdgdositions from one advisory client
to another is in the best interests of both accountvhile these transactions with related
parties are expected to expand the universe ofrappbes that are available to our clients,
not all advisory clients will necessarily derivbenefit from each of these transactions, and
the advisory clients may have divergent interesdt4oreover, there may be uncertainties
regarding the valuation of investments that argestibto these transactions. Where
required by applicable law or in other approprigiecumstances as determined by
Halcyon, we will seek client consent to engageransactions in which participating
accounts may have divergent interests. However fadllowing transactions generally
will not be subject to any approval: (i) buyingangsts in or selling positions to another
fund or account managed by Halcyon or its affiltmanagement companies where
Halcyon has verified the valuation of the interesmtd the purchase or sale is in the best
interests of each client, and (ii) actual or sytithewnership or support of the bank debt
owned by our client or a client of an affiliated mgement company. Halcyon may
determine to aggregate the bank debt or other imezgs to be purchased by one of our
advisory clients with the bank debt or other inuestts to be purchased by other funds or
accounts managed by Halcyon and its affiliates.sulch event, an affiliated entity would
purchase the bank debt and would then enter inteipation agreements or other similar
arrangements with the other funds and accountsyialyy the other funds and accounts to
participate in the economic performance of the baekt or other investments without
actually owning the bank debt or other investmeditectly. In pricing any such
participations, Halcyon faces a theoretical conflef interest. In these situations,
Halcyon acts in a manner that it believes will setive best interests of the client who
issues the participations and will price the pgytitons at the price paid by the client for
the bank debt. Under the terms of participatiorragements, advisory clients may be
required to make future payments to another Hal@adwisory client. If any other fund or
account were to default on its respective obligetito the issuing client, that advisory
client could be adversely impacted. In additidrthe issuing client were to act as the
lender of record with respect to any purchase okldebt or other investments, it may
have greater exposure to third-party claims tharother funds and accounts.

Affiliated Investment Advisers

Halcyon is affiliated with the following managemesampanies, which are Halcyon’s
related persons: Halcyon Asset-Backed Advisors H&lcyon Loan Management LLC,
Halcyon Long/Short Management LP, and Halcyon lddsirategies IC Management LP.
Each of these entities is separately registereahasvestment adviser with the SEC, and
information concerning each of these entities édelying advisers is included in its own
Form ADV Part 1 and Part 2. Halcyon Offshore Addanagement LLC, Halcyon Long
Term Strategies LP and Halcyon Asset Managemen) (UIR are relying advisers with
respect to Halcyon’s registration with the SEC. adidition, Halcyon Asset Management
(UK) LLP is authorized and regulated by the FCAldylan is also affiliated with Halcyon
Structured Asset Management L.P. and HJS Managerh@nt Our investment
professionals participate in managing the portfotid more than one advisory client and
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may work simultaneously for Halcyon and one or mofets affiliated management
companies. As aresult, they do not devote theiusive attention to any single advisory
client.

The investment activities of one or more advisdignts of the Halcyon Group may result
in the imposition of restrictions on the flexibyliof other client accounts. For example, if
the Halcyon Group obtains material non-public infation concerning a company on
behalf of an advisory client fund in connectiontwé privately negotiated transaction,
other advisory clients may be unable to trade cusBes of the same company in the
public markets.

Code of Ethics, Participation or Interest in Cient Transactions, and Personal
Trading

Halcyon has adopted a Code of Ethics in acmoed with legal requirements. The Code
of Ethics is designed to ensure that the interekstsalcyon partners and other Halcyon
employees (referred to as Employees) do not conflith the interests (including
transactions) of our clients. The Code of Ethg&d®ased on the principle that Halcyon
and its Employees owe a fiduciary duty to our d¢Beand their individual investors.
Thus, Halcyon Employees must, among other thinggldce the interests of our clients
and their investors first, (ii) avoid taking inappriate advantage of their positions within
Halcyon, and (iii) conduct their personal secusitieansactions in full compliance with
the Code of Ethics. Policies adopted by Halcyothwihich all Employees (and, in
certain circumstances, members of their families ather related persons) must comply
include, but are not limited to, preapproval ottagr personal securities transactions by the
Chief Compliance Officer or her designee, annualifegtion of compliance with the
Code of Ethics and requiring brokers to providedyah with duplicate confirmations and
periodic statements of personal transactions. yaalgrovides a copy of its Code of
Ethics to any client or any investor that requests.

Employees of Halcyon do not recommend to adyistients, nor do they buy or sell for
clients, securities or other instruments in whibbeyt have a material financial interest
(notwithstanding the foregoing, our related perstalcyon Asset LLC, acts as the general
partner of certain Halcyon Funds as more fully désd in Section 7 in which Halcyon
Multiple Strategies L.P. invests). In addition,léj@n’s related persons invest personally
in Halcyon Funds. These investments could thezaiyipose a conflict of interest with
our other advisory clients because Employees mamdievated to allocate time, attention,
and/or investment opportunities to the funds incllthey invest at the expense of other
clients. Halcyon has adopted written policies pratedures governing the allocation of
investment opportunities among clients in a faol aquitable manner.

Halcyon has a comprehensive set of procedaredace to ensure that we address any
potential conflicts that may arise between Emplsyaed clients when investing in the
same securities or instruments and to align ingestproperly. The Code of Ethics
generally provides that, subject to certain limideptions that do not pose potential
conflicts of interest, no Employee may purchasedioect a purchase of securities in
personal accounts. The sale of securities by apldy®e is subject to preapproval from



the Chief Compliance Officer or her designee, stthijelimited exceptions. The Code of
Ethics also provides that all Employees must nokfgicyon of all relevant existing
personal accounts and must obtain approval fromCtimef Compliance Officer or her
designee prior to the opening of a new personalwatc Copies of confirmations of all
personal transactions and any other informatidegthg account or transactional activity
involving personal accounts must be provided taitat. In the limited circumstances in
which personal trading activities are permittece tbhief Compliance Officer or her
designee approves all relevant proposed transaciienlving personal accounts prior to
execution. The Chief Compliance Officer or heriglese also conducts a quarterly
review of personal accounts to examine relevardesaexecuted during the previous
guarter and related statements and to determinthetall the accounts are maintained in
compliance with the requirements and restrictiogscdbed above. To the extent there is
any finding relating to personal trading activitiyat is inconsistent with this policy,
Halcyon will investigate and, as with any breachtlud firm’s policies, a violation is
subject to disciplinary action, including dismissal

Brokerage Practices

In selecting broker-dealers and determining theaeableness of their commissions for
our clients’ transactions, Halcyon takes into actaau number of factors, including the
following: ability to secure future opportunities obtain securities or assets; quality and
reliability of brokerage services; commissions theo fees for executing the orders; price;
the broker’s or dealer’s facilities; financial resyzibility; the ability of the broker or dealer
to effect transactions, particularly with regardaspects such as timing, order size and
execution of orders; and the research and othestment-related services provided by the
broker or dealer to Halcyon to enhance its genpoaatfolio management capabilities
(notwithstanding the fact that specific clients nmmy be direct or exclusive beneficiaries
of these services). Halcyon may execute tradesdwisory clients with broker-dealers
with which Halcyon has other business relationshipsluding prime brokerage, credit
relationships and capital introduction or investisdry affiliates of the broker-dealers in
advisory client entities. We do not take clienfermls into account in selecting
broker-dealers.

Halcyon does not utilize “soft dollar” commissiotts purchase third-party research and
other services. We do, however, consider a brdkater’'s proprietary research in
selecting broker-dealers and determining the comsionisrates. Accordingly, Halcyon
may cause a client to pay a commission for effgctitransaction for the advisory client in
excess of the amount another broker or dealer whaite charged for effecting that
transaction, where it determines in good faith thestcommission is reasonable in relation
to the value of the brokerage and/or research cesvihe broker or dealer provides to
Halcyon. Halcyon does not put a specific dollalugaon the research or brokerage
services of any broker or dealer or allocate tHatike costs or benefits of research,
because Halcyon believes that the research recay@dthe aggregate, of assistance in
fulfilling Halcyon’s overall responsibilities togtadvisory clients.

Halcyon’s Broker Review Committees meet quarteslgnsure that Halcyon’s obligation
to seek best execution in its trading activitiestfee benefit of all advisory clients is being
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met. The Broker Review Committees, the membenmstoch include various executive
officers, partners and others, review internallpgyated records and externally prepared
reports bearing on the selection of broker-deale®sich documents include: the approved
list of executing brokers; best execution workskemimpleted by traders; commission
reports; gift and entertainment log; report of tdancellation and rebooking of trades;
report analyzing Halcyon’s use of broker-dealerd; anreport containing the results of a
broker vote by certain Halcyon investment professis. The research services that
broker-dealers might provide include written infation and analyses concerning specific
investments, companies or sectors; market, finhaci economic studies and forecasts;
statistics and pricing or appraisal services; dismns with research personnel; and
invitations to attend conferences or meetings widmagement or industry consultants.
In many cases, research services that are gendmatadad parties may be provided by or
through the brokerage firm to which commissionsaiel. Using client transactions to
obtain research and other benefits creates in@mtiliat theoretically could result in
conflicts of interest between advisers and theients. When Halcyon uses client
markups or markdowns to obtain research produatissanvices, it receives a benefit
because it does not have to produce or pay forgbearch products and services. The
availability of these benefits creates the potéthat we might be influenced to select one
broker-dealer rather than another to perform sesvior clients, based on our interest in
receiving the products and services rather thamusrclients’ interest in receiving the best
execution prices. Obtaining these benefits mageawr clients to pay higher fees than
those charged by other broker-dealers. To mitigaks of conflicts of interest, Halcyon
does not permit clients to direct us to executensaations through a specified
broker-dealer.

Trade Aggregation and Allocation

The Halcyon Group has adopted comprehensive pslieigarding trade aggregation and
allocations of investments. Where appropriatengaations for our advisory clients may
be aggregated for execution purposes. This agtwegdoes not ordinarily adversely
affect commissions charged and execution pricesthentransactions. In addition,
Halcyon’s advisory client accounts may be includethe aggregated orders with clients
of Halcyon’s affiliated advisers. Halcyon geneyaffectuates aggregated orders for all
accounts according to a pre-determined allocatietihadology whereby clients receive an
average price and are assessed a fixed commidsogec

Circumstances may arise whereby Halcyon may deterriiat, while it would be both
desirable and suitable that a particular securibtloer investment be purchased or sold for
more than one advisory client, there is a limited@y or demand for the security or other
investment. If all of these orders cannot be fidkecuted under prevailing market
conditions, Halcyon may allocate among its clighis securities, bank debt, claims and
other instruments traded in a manner which Halcgonsiders equitable, taking into
account the size of the order placed for the diexg well as any other factors which
Halcyon deems relevant. In allocating investmeppastunities among our clients,
Halcyon may receive greater fees or overall comgigms from some of our clients than
the fees or overall compensation paid by othentdie Where an investment opportunity
is suitable for two or more advisory clients, adiions of investment opportunities will be
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made among advisory clients in a fair and equitabknner. In determining such
allocations, the following factors, among othersll Wwe considered: account liquidity
(including an account’s cash availability, otheuidity obligations of the account such as
investor redemptions, commitments to other investsjeand availability of leverage);
written investment restrictions contained in apghie investment management or other
relevant agreements; investment strategies and hor&ons; applicable legal and
regulatory restrictions; whether or not an accaanieemed to be “plan assets” under
ERISA, risk tolerance; advisory client approvalitie case of Managed Accounts or other
accounts for which investors retain a degree oéstiment discretion); tax considerations;
applicable limitations on credit, clearing and ogist rounding to multiples of trading lot
sizes or the avoidance of creating odd-lots; adjasts for accounts in ramp-up or
wind-down phases; and, with respect to investmeée&ds generated by other Halcyon
Group managers, the manager responsible for gamgetae respective idea. Halcyon is
not required to ensure equality of treatment amamgof our clients and, therefore, there
can be no assurance that a purchase or sale opppftitat would be suitable for one
advisory client will not be allocated to anotheaent.

The same principles apply to the allocation of stugent and divestment opportunities
among clients of Halcyon and its affiliated managatrcompanies.

Review of Accounts

Halcyon has adopted policies regarding theesgwof advisory clients’ portfolios. The
Risk Management Committees review client portfolexsd confer with the relevant
Investment Committee on an informal basis frequethiloughout each business day. In
addition, on a regular basis, each research anaiysides input on the positions for which
he or she is responsible to independent risk atsalysBy independently verifying
estimates provided by the research team, the nslysts offer a “market reality check.”

The Risk Management Committees consist of numegpattsers. The Risk Management
Committees generally meet weekly to review and meoend policy strategies that are
consistent with the advisory clients’ investmentechbves and policies. The Risk
Management Committees consider macro-level econamicmarket trends, and assess
the advisory client portfolios, managing risk inmeanner consistent with each client’s
Private Placement Memorandum or Managed Accountipsl The Risk Management
Committees review and adjust limits to positioresimdustry exposure, commodity risk,
systemic risks, and other considerations. The Rligkagement Committees consider the
strategy mix and the biggest risks among the hg&lintaking into account
macro-economic conditions, the regulatory framewdhe political climate, and the
potential for decline within companies and/or speandustries.

The Investment Committees consist of certain invest professionals. The Investment
Committees review our investments on a bottom-wgsb@ach day and make day-to-day
recommendations on behalf of each portfolio.

Halcyon also actively manages counterparty, tedgwland operational risk as well as
conflicts of interest through various committeescluding our Risk Management
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Committees, Pricing Review Committee, Systems andbrmation Technology
Committee, Investment Committees, Broker Review @ittees, Client Relations
Committee and Conflicts Committee.

Reports are prepared for and provided regutaripvestors in the Halcyon Funds. On a
monthly basis, the administrator to the Halcyondauprovides statements for all investors
in these funds, showing performance for the momiti gear-to-date. Halcyon also
prepares a monthly report for investors in the iathc Funds containing portfolio
information and estimated performance results fier thonth and year-to-date. At the
conclusion of each calendar quarter, Halcyon pespareport for each Halcyon Fund and
investors which discusses the fund’s portfolio gretformance for the quarter and
year-to-date. On an annual basis, independentfiegrpublic accountants audit the
books and records of each Halcyon Fund. Halcyalitiadally prepares an annual report
including, among other things, the balance sheetefith Halcyon Fund, a statement
showing the net gains or net losses of the cligat,closing capital account (or net asset
value of interests) of every investor in the clidahd the manner of the calculation
thereof), and the opening capital account (or tbe asset value of interests as of the
beginning of the year) and ownership percentaga/efy investor in each entity.

We provide our Managed Account clients with finahanformation as may be agreed
with respect to each account. Managed Accountsatiesstructured as funds are typically
subject to an annual audit.

Client Referrals and Other Compensation

Halcyon does not, nor do any Employees of ifai; receive any economic benefit from
non-clients for providing advisory services to clients.

Halcyon has entered into arrangements witldtparty placement agents, each of which is
a registered broker-dealer, unless marketing issdautside of the United States by a
non-United States person. Halcyon ultimately bearg placement agent fees, unless a
Managed Account client or an investor specificalfyees to bear a placement agent fee.
If a placement agent solicits client accounts faichion, the placement agent will advise
the prospective clients of the arrangement betwsdayon and the agent and of any fees
associated with the arrangement as required pursuapplicable regulations.

Custody

Due to Halcyon’s access to advisory client fundd aacurities as general partner or
manager of the Halcyon Funds and certain Managecbuds structured as funds
controlled by Halcyon or its affiliates as well asr authority to deduct fees and other
expenses from these client accounts, we are detniee constructive custody of their
funds and securities within the meaning of Rule(2p& of the Investment Advisers Act
of 1940, as amended. Halcyon utilizes the servidasirelated financial institutions or
other qualified custodians (as defined in Rule 2p@( to hold all funds and securities of
the Halcyon Funds and Managed Accounts with resjgeathich Halcyon is deemed to
have custody, with the exception of certain untiedtied privately offered securities. We
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also ensure that the qualified custodian maintdiase funds in accounts that contain only
these funds’ assets and securities, under our aaragent or trustee for the relevant fund.
We also comply with the requirements of Rule 20&#ith respect to the annual audit of
customer accounts (performed in accordance withergdly accepted accounting
principles by an independent auditor), and theifistion of audited financial statements
to investors in these funds within 120 days ofeéhd of the clients’ fiscal year for limited
partnerships and offshore companies.

Some of our Managed Accounts establish their adsowith their own qualified
custodians, and neither Halcyon nor any of outiatffis have authority to deduct fees or
other expenses from these Managed Accounts. Tdliesgs receive account statements
directly from their qualified custodians. We urgar clients to carefully review the
statements they receive from their qualified custesland compare them with the periodic
reports we send them.

Investment Discretion

Scope of Authority

Halcyon accepts discretionary authority to manatgsary clients’ assets. We have the
authority to determine, without obtaining specdlent consent, which securities or other
investments to buy or sell, the amount of secwibieother investments to buy or sell, the
broker through which we effect trades, if any, #r@lcommission rates at which we effect
trades. While we have been given this broad aityhétalcyon is committed to adhering
to the investment strategy and program set fortherPrivate Placement Memorandum of
each Halcyon Fund. Halcyon’'s discretion over thankbed Accounts is generally
limited by investment guidelines negotiated witksle®&anaged Account client. Halcyon
has processes and procedures in place to verifyittltacomplying with client-imposed
restrictions and adhering to each client’s investinsérategy and objectives. In particular,
as discussed in more detail in Section 10, our Rigkagement Committees review client
accounts regularly to ensure that we are obsemurglients’ investment strategies and
objectives.

Procedures for Assuming Authority

Before accepting their subscriptions for interegts,provide all investors in the Halcyon
Funds with a Private Placement Memorandum and gowgdocuments that set forth, in
detail, our investment strategy and program andteéhms of investment for investors,
including the scope of our investment authority. Bgmpleting the subscription
documents to acquire an interest in a Halcyon Feadh investor consents to the terms
and conditions in the operating agreements tha¢ ¢gihalcyon complete authority to
manage our clients’ investments in accordance thighPrivate Placement Memorandum
and the operating agreements. Prior to providmgestment advice to our Managed
Accounts, we require each client to appoint us gentaand attorney-in-fact of each
portfolio that we manage for them. This gives asplete discretionary authority to buy
and sell any securities and other instruments énammounts and at the prices that we
determine.
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14. Voting Client Securities

Proxy Voting Policy

Halcyon’s policy is to review each proxy or inforhae statement on an individual basis
and to base its voting or consent decision orutlgent about what will best serve the
interests of its advisory clients. In determinimayv or whether to vote proxies or provide
consents, Halcyon will not subordinate the econamerests of its advisory clients to the
interests of other persons or to Halcyon's seliest. Decisions will be made by
relevant Portfolio Managers and based on the fiahintterest of each advisory client in
light of the specific applicable investment strategach proxy proposal will be considered
on its own merits, and an independent determinatitiroe made whether to support or
oppose management’s position. Additionally, intaier circumstances, Halcyon may
determine that it is in the best interests ofdgisory clients not to vote or consent or that a
vote or consent is not required, for example, whheeclients’ holdings arde minimis,
when the proxy vote covers only routine corporatgiess, or where the advisory clients’
positions were liquidated between the record dadkethe vote deadline.

Halcyon’s Operations Manager or his designee matifielevant Research Analysts of
pending corporate actions involving the advisorgrdl portfolios. The Research Analyst
assigned to the transaction or security consultth @i member of the Investment
Committee who is responsible for the ultimate dateation regarding the proper vote or
consent and with the Chief Compliance Officer.inlfeviewing the corporate action, the
Chief Compliance Officer (in consultation with thevestment Committee or others)
determines that a material conflict may exist betwelalcyon’s interests and those of its
advisory clients, the Chief Compliance Officer wilform the Conflicts Committee of
such potential material conflict. The Conflictsr@mittee will evaluate the potential or
actual conflict and, in consultation with the membé the Investment Committee, will
determine if a material conflict of interest exisaad if so will determine the appropriate
course of action to resolve the conflict in theenessts of its advisory clients. If a conflict
cannot be resolved, the affected clients will derimed of the conflict and explicit voting
instructions will be solicited.

If no material conflict exists, or has been resdje@member of the Investment Committee
will, in accordance with Halcyon’s fiduciary dutjesake a determination as to how to
vote the proxy and communicate the decision toRbeearch Analyst. The Research
Analyst will then communicate the decision by thember of the Investment Committee
to the Operations Manager, typically prior to these of business on the day prior to the
vote deadline. The Operations Manager utilizes wadsite www.proxyvote.com to
transmit the proxy vote or consent, and receivedicnation of the vote or consent from
the website. Upon receipt of said confirmation, Mperations Manager forwards the
confirmation to the Chief Compliance Officer or ragsignee. The Chief Compliance
Officer or her designee retains this informationfiee years from the date the proxy vote
or consent is executed.
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Recordkeeping

Halcyon maintains the following records relatingxy voting: copies of our proxy
voting policies and procedures and any amendmprdgy statements received for client
securities and other assets; records of proxy \e&sison behalf of our clients; records of
written requests from clients and investors in Higlcyon Funds for proxy voting
information and our written responses to any wmitte oral requests; and any documents
that our Employees prepared that were materiaketadihg how to vote proxies or that
memorialize the basis for a proxy vote. Upon reguasy of our clients or any of the
investors in our clients can obtain (1) a copy af proxy voting policies and procedures
and (2) information concerning proxy votes on eblf.

Financial Information

Halcyon does not require nor do we solicit prepayntg more than $1,200 in fees from
clients, six months or more in advance. Halcyonasaware of any financial condition
that is likely to impair our ability to meet our moactual commitments to our clients.
Halcyon has never been the subject of a bankruypttion.
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