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Pershing Square Capital Management, L.P.
888 Seventh Avenue, 42nd Floor
New York, New York 10019
Tel: 212-813-3700
Fax: 212-286-1133

This brochure provides information about the quedifions and business practices of
Pershing Square Capital Management, L.P. (the “Adri). If you have any questions about
the contents of this brochure, please contact us 212-813-3700 or
pscmcompliance@persqg.com. The information in lhashure has not been approved or
verified by the United States Securities and ExghaBommission (the “SEC”) or by any
state securities authority.

The Adviser is registered as an investment advigér the SEC. Registration with the SEC
or with any state securities authority does notlymgny level of skill or training.

Additional information about the Adviser also isadable on the SEC's website at
www.adviserinfo.sec.gov.
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ITEM 2
MATERIAL CHANGES

The Adviser is required to identify and discuss amaterial changes made to
its brochure since the last annual update. There@material changes to report. However,
clients and prospective clients should review bingchure carefully. If the Adviser makes
any material changes to its brochure, this seatitirbe revised to include a summary of

these changes.
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ITEM 4
ADVISORY BUSINESS

A. General Description of Advisory Firm.

The Adviser, Pershing Square Capital ManagemermR,, b Delaware limited
partnership, commenced operations in 2004 andsadfice in New York, New York.
William A. Ackman (the “Principal Owner”), as a litad partner of the Adviser and as the
managing member of the general partner of the A&dyRBS Management GP, LLC, a
Delaware limited liability company, is the princlgavner of the Adviser and controls the
Adviser. The general partner of the Adviser hdisnalte responsibility for the management,
the operations and the investment decisions madieebAdviser.

B. Description of Advisory Services.

1. Advisory Services.

The Adviser serves as the management companyrfomder of investment
funds including, without limitation, Pershing Sqeat..P. (“PS LP”) and Pershing Square II,
L.P. (“PS II"), two investment partnerships thag¢ arganized under the laws of Delaware
(collectively, the “PS Partnerships”). Pershingi&e GP, LLC, a Delaware limited liability
company affiliated with the Adviser and controlleg Mr. Ackman, serves as the general
partner (the “GP”) of the PS Partnerships. Theregts in PS LP and PS Il are offered on a
private placement basis, in compliance with thengpt@ons provided by Section 3(c)(7) and
Section 3(c)(1) of the Investment Company Act o4@,%as amended (the “Company Act”),
respectively, to persons who are “accredited imresas defined under the Securities Act of
1933, as amended (the “Securities Act”), and, enddse of PS LP, “qualified purchasers” (or
“knowledgeable employees”) as defined under the gaom Act, and subject to other
conditions that are set forth in the offering doeuts for the PS Partnerships.

The Adviser is also the investment adviser to Regs8quare International,
Ltd., an investment fund organized under the lafith® Cayman Islands (“PS Ltd”) and
Pershing Square Holdings, Ltd., an investment fomgénized under the laws of Guernsey
(“PSH” and together with PS Ltd and the PS Parimpss each, a “Fund” and collectively,
the “Funds”). The Funds generally implement sutiglly similar investment objectives,
policies and strategies. Shares in PS Ltd and &8ldffered on a private placement basis to
investors who are not “U.S. Persons,” as definateuRegulation S of the Securities Act,
and U.S. investors that are “accredited investans!’ “qualified purchasers,” and subject to
other conditions that are set forth in the offerdaguments for PS Ltd and PSH, respectively.

In addition, the Adviser serves as investment aais PS V, L.P., a
Delaware limited partnership (“PSV LP”), PS V Imational, Ltd., a Cayman Islands
exempted company (“PSV Ltd"”), PS V Mini-Master, L.& Cayman Islands exempted
limited partnership (“PSV Mini-Master”) and certanther affiliated entities (each, a “PSV
Fund” and collectively, the “PSV Funds”). PS V GRC, a Delaware limited liability
company affiliated with the Adviser and controlleg Mr. Ackman, serves as the general
partner (the “PSV GP”) of PSV LP and PSV Mini-Mastd@he PSV Funds operate
collectively as a co-investment vehicle that prityanvests in securities of (or otherwise
seeks to be exposed to the value of securitiesddsy) Air Products & Chemicals, Inc.
(“APD"). PS LP has invested a portion of its capih PSV LP, and PS Ltd and PSH have
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invested a portion of their capital in PSV Ltd. WPISd makes substantially all of its
investments through PSV Mini-Master. The PSV Fusmsclosed to new investors.

The Adviser may, from time to time, serve as theegtiment adviser or
management company for additional funds or prodwdtech may invest alongside the
Funds (together with the PSV Funds, the “Other Bcts).

As used herein, the term “client” generally refergach of the Funds and the
PSV Funds.

This brochure generally includes information abthe Adviser and its
relationships with its clients and affiliates. Wéhimuch of this brochure applies to all of
those clients and affiliates, there is informatinoluded herein that only applies to specific
clients or affiliates.

2. Investment Strategiesand Types of Investments.

The descriptions set forth in this brochure of sipeadvisory services that the
Adviser offers to clients, and investment strategigrsued and investments made by the
Adviser on behalf of its clients, should not bearstbod to limit in any way the Adviser’'s
investment activities. The Adviser may offer afhyisory services, engage in any investment
strategy and make any investment, including anylestribed in this brochure, that the
Adviser considers appropriate, subject to eachntlginvestment objectives and guidelines.
The investment strategies the Adviser pursuespaeudative and entail substantial risks.
Clients should be prepared to bear a substantigs lof capital. There can be no assurance
that the investment objectives of any client welldzhieved.

In seeking to achieve the Funds’ objectives, theiget may use any
investment strategy, long or short, in the globarkatplace that it believes will enhance
overall performance and, except as described ifrtimels’ offering documents, there are no
restrictions on the securities or other finanamstiuments that may be used by the Funds.
The Funds are authorized and are expected to invéstg and short positions in equity or
debt securities of U.S. and non-U.S. issuers (dioy securities convertible into equity or
debt securities); distressed securities, rightdpop and warrants; bonds, notes and equity
and debt indices; swaps (including equity, foregnhange, interest rate, commodity and
credit-default swaps), swaptions, and other devigaf instruments such as futures contracts,
foreign currency, forward contracts on stock indieed structured equity or fixed-income
products (including without limitation, asset-badlsecurities, mortgage-backed securities,
mezzanine loans, commercial loans, mortgages amkddebt); exchange-traded funds; and
any other financial instruments that the Advisdreves will achieve the Funds’ investment
objectives. The Funds’ investments may includé lpaiblicly traded and privately placed
securities of public issuers, as well as publicdgled securities of private issuers. The Funds
also may invest in securities sold pursuant teaihgublic offerings. Investments in options
on financial indices may be used to establish oreiaase long or short positions or to hedge
the Funds’ investments.

The Funds have no overarching strategy or assetagibn model that
specifies what percentage of their portfolios stdid invested in each investment category.
Rather, cash, cash equivalents, and/or secuse®d by the U.S. Department of the
Treasury (“U.S. Treasuries”) are generally the ditfimvestment choices until the Adviser
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identifies new investment opportunities. The Fuladlsecation among different investment
categories is a function of their potential risklasaward compared with available
opportunities in the marketplace. Accordingly, Ehends may hold significant cash balances
on an ongoing basis.

The Funds will not make an initial investment ie #quity of companies
whose securities are not publicly traded.(private equity), but may invest in privately
placed securities of public issuers and publicdgléd securities of private issuers.
Notwithstanding the foregoing, it is possible thatlimited circumstances, public companies
in which the Funds have invested may later be tgkiate and the Funds may make
additional investments in the equity or debt ofrsaompanies. The Funds may make
investments in the debt securities of a private wamy, providedthat there is an observable
market price for such debt securities.

As part of the Funds’ investment program, the Aelvistends to concentrate
the Funds’ assets in a relatively limited numbeingéstments because the Adviser believes
that (1) there are a limited number of attractiveestments available in the marketplace at
any one time, and (2) investing in a relatively msichumber of attractive investments about
which it has detailed knowledge provides a betpgootunity to deliver superior risk-
adjusted returns when compared with a large difredsportfolio of investments it can know
less well. As a result, the Adviser intends toesivthe substantial majority of the Funds’
capital in typically 8 to 12 core investments.

The Adviser generally does not believe in the Usaargin leverage because
of the potential risk of forced sales at inferioicps in the event of short-term declines in
security prices in a margined portfolio. In cemtaircumstances, the Funds may use
derivatives, including equity options, in ordermtatain security-specific, non-recourse
leverage in an effort to reduce the capital commithio a specific investment, while
potentially enhancing the returns on the capite¢gted in that investment. The Funds may
also use derivatives, such as equity and creditateres and put options, to achieve a
synthetic short position in a company without expgshe Funds to some of the typical risks
of short selling which include the possibility ailumited losses and the risks associated with
maintaining a stock borrow. In addition, the Furfdsm time to time, enter into total return
swaps, which are equity derivatives with inherexburse leverage. The Funds generally do
not use total return swaps to obtain leveragerdiber to manage regulatory, tax, legal, share
ownership restrictions, or other issues.

C. Availability of Customized Services for Individu@lients.

The Adviser intends for the Funds to generally htddhe extent practicable,
similar securities and financial instruments refatio each Fund’s respective net asset value,
although, due to tax, regulatory and other conatitars, the Funds’ investments may differ
significantly.

D. Reqgulatory Assets Under Management.

The Adviser managed approximately $15,212,711,578f &arch 1, 2014 on
a discretionary basis. As of March 1, 2014 the idelvdoes not manage any assets on a non-
discretionary basis.

381921.3



ITEM 5
FEESAND COMPENSATION

A. Advisory Fees and Compensation.

The fees applicable to each Fund and the PSV Fanedset forth in detail in
their respective offering documents. A brief sumyrad these fees is provided below.

1. PSPartnerships

Management Fee

The Adviser generally is paid quarterly a managdrfesnequal to 0.375%
(1.5% on an annual basis) of the net asset valtleeafapital accounts relating to each
limited partner, payable in advance at the begmwoineach quarter and prorated for any
partial quarter. The Adviser may waive the managdrfee with respect to the capital
accounts of members, partners, officers, managerployees or affiliates of the GP or the
Adviser or other limited partners in the Advisestse discretion.

Incentive Allocation

The GP is generally entitled to a performance alion equal to 20% of the
annual increase, if any, in the net asset valieaol limited partner’s capital account in the
PS Partnerships. The performance allocation mutated based on both realized gains and
losses and unrealized appreciation and depreciafisacurities held in a PS Partnership’s
portfolio. Generally, any decrease in the nettassige in a fiscal year allocated to any
limited partner’s capital account is carried fora/ar a “loss recovery account” so that no
performance allocation is charged to that capitabant unless the losses have been
recouped, subject to various adjustments. Foamt#, the GP has agreed to increase the loss
recovery account of each investor in the PS Pasfiqethat was also an investor in Pershing
Square IV, L.P., Pershing Square V-1, L.P., Pergl8quare International 1V, Ltd. or
Pershing Square International V-, Ltd., investineshicles previously managed by the
Adviser (collectively, “PS IV”), as of February 22009, by an amount equal to the decline in
dollar value as of that date of that investor’'gmral investment in PS IV (the “PS IV Loss”).
The GP may waive the performance allocation widpeet to the capital accounts of
members, partners, officers, managers, employeafilates of the GP or the Adviser or
other limited partners in the GP’s sole discretion.

2. PSLtd.

Management Fee

The Adviser generally is paid quarterly a managerfesnequal to 0.375%
(1.5% on an annual basis) of the net asset valeadf series of fee paying shares of PS Ltd,
payable in advance at the beginning of each quanprorated for any partial quarter.

Incentive Fee

The Adviser generally receives a performance femfPS Ltd equal to 20%
of the increase, if any, in the net asset valueach series of each class of shares, during each
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fiscal year, above the net asset value theredhfiscal year with respect to which a
performance fee was most recently payable (thefRtigh NAV”). The performance fee is
calculated based on both realized gains and |l@sgesinrealized appreciation and
depreciation of securities held in PS Ltd’s portiolThe Adviser and PS Ltd’s Board of
Directors have agreed to increase the Prior HighvidAeach investor in PS Ltd that was
also an investor in PS IV as of February 27, 20§%n amount equal to the PS IV Loss.

PS Ltd’s Board of Directors may issue shares stibgea lower or no
management fee or performance allocation for mesjlpartners, officers, managers,
employees or affiliates of the Adviser or otherastors in the Board of Directors’ sole
discretion.

3. PSH

Management Fee

The Adviser generally is paid a quarterly managerfesnequal to 0.375%
(1.5% on an annual basis) of the net asset valeadt series of fee paying shares of PSH,
payable in advance at the beginning of each quaniprorated for any partial quarter.

Incentive Fee

For up to the first four years of PSH’s operatisrea open-ended fund, the
Adviser will earn a performance fee from PSH edadl6% of the increase in the net asset
value of each fee-paying share, during each figeat, above the High Water Mark (as
defined below) applicable to that share. Thereafite performance fee earned by the
Adviser on any fee-paying share will increase t&o2tf the increase in the net asset value of
that share above its High Water Mark. If PSH cotsverto a closed-ended fund and causes
its shares to be admitted to trading on a non-ldt&cnationally recognized stock exchange,
for any period thereafter, the Adviser will recear@erformance fee from PSH equal to 16%
of the increase in the net asset value of eacpdgeg share above its High Water Mark,
which performance fee will be further reduced by@6f the dollar value of the performance
fees or incentive allocation the Adviser and ifdiates earn from certain of their other
investment management activities; provided thaguxh reduction will occur until certain
expenses have been recouped by the Adviser asfaligrdescribed in the PSH Offering
Memorandum. A “"High Water Mark” with respect to de-paying share of PSH is the
highest net asset value attributable to that shiattee end of any period for which a
performance fee is or would, but for the reductiontemplated by the variable performance
fee described above, be payable.

4. PSV Funds

Management Fee

The Adviser generally is paid quarterly a managerfesnequal to 0.625%
(0.25% on an annual basis) of the balance (distéggany accrual of the performance
allocation) of the capital accounts relating torermited partner in PSV LP and each PSV
Ltd shareholder’s series of shares in PSV Ltd (tvisigpital accounts are maintained by PSV
Mini-Master), payable in advance at the beginnihgaxh quarter and prorated for any
partial quarter. The PSV GP (in the case of PSYdtRhe Adviser (in the case of PS V Ltd)
may reduce or waive, or mutually agree with a P8Ydrinvestor to charge a higher or lower
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management fee or calculate differently the managehee with respect to any capital
account, including with respect to the capital asite of members, partners, officers,
managers, employees or affiliates of the PSV Gl@Adviser, in its sole discretion.

Incentive Allocation

Upon the earlier to occur of a PSV investor’s flpartial redemption and
any redemption resulting from a full or partial igation of PSV LP’s or PSV Ltd’s
portfolio, the PSV GP generally will be entitleddamerformance allocation equal to (i) 15%
(in the case of an investor whose investment & tlean $100 million), (ii) 10% (in the case
of an investor whose investment is equal to ortgrehan $100 million but less than $200
million) or (iii) 5% (in the case of an investor vde investment is equal to or greater than
$200 million) of the net realized and unrealizecpragiation allocated to the investor's
capital account in PSV LP or allocated to the @@itcount in PSV Mini-Master relating to
the investor’s series of shares in PSV Ltd. Priows performance allocations are made
annually to a special account established for tB& SP, and the net appreciation and
depreciation of the amounts provisionally allocaéedrue to the benefit or detriment of the
investor from whom the provisional allocation ikea.

The PSV GP may in its sole discretion waive or rfyodlhe performance
allocation with respect to the capital accountsn@mbers, partners, officers, managers,
employees or affiliates of the PSV GP or the Adviseother limited partners in the PSV
GP’s sole discretion. For example, for purposesabulating the performance allocation,
the PSV GP has agreed to the apply the PS IV Lbssrtain PSV investors that were also
investors in PS IV as of February 27, 2009 to tiheestors’ respective capital accounts in
PSV LP or to the capital accounts in PSV Mini-Mastgating to the investors’ series of
shares in PSV Ltd (in each case, less any PS I\$ posviously applied to the investors’
investments in the PS Partnerships or PS Ltd).

The Adviser may charge Other Products higher oefowanagement fees or
performance allocations.

B. Payment of Fees.

Fees and compensation paid to the Adviser orfilsagés by the Funds are
generally deducted from the assets of the Fundsdigcussed above, management fees are
generally deducted on a quarterly basis and pedoce compensation is generally deducted
on an annual basis.

Fees and compensation paid to the Adviser orfilsatés by the PSV Funds
are generally deducted from the assets of the RBM3$: As discussed above, management
fees are generally deducted on a quarterly basigariormance compensation is
provisionally allocated on an annual basis butdestucted until an investor’s full or partial
redemption or the liquidation of the applicable PBYhd’s portfolio.

C. Additional Fees and Expenses.

Each client generally bears its own expenses, gy without limitation,
accounting, auditing, entity-level taxes and teep@ration expenses, legal fees and expenses
(including expenses relating to regulatory filimgade in connection with each client’s
business, indemnification expenses and expens&ggeto regulatory or similar
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investigations, inquiries and “sweeps”), profesaldaes and expenses (including fees and
expenses of investment bankers, appraisers, pafdigovernment relations firms and other
consultants and experts), investment-related exsefiscluding research and expenses
(including travel and lodging expenses) associatigld activist campaigns (both long and
short) such as expenses related to event hostohgraduction, public presentations, public
relations, public affairs and government relatidnsensic and other analyses and
investigations, proxy contests, solicitations agrber offers, and compensation,
indemnification and other expenses of any nomipeegosed by the GP or the Adviser as
directors or executives of portfolio companies)niang and postage expenses, brokerage
fees and commissions, expenses relating to sHes @acluding dividend and stock
borrowing expenses), clearing and settlement chamyestodial fees, bank service fees,
margin and other interest expense and transact®s) fblue sky” and corporate filing fees
and expenses, insurance expenses, initial offemadgorganizational expenses and on-going
offering expenses, the management fee, the perfaenallocation, performance fees and
payments for custody of each client’s assets anthéoperformance of administrative
services, and other client expenses, as approvételBoard of Directors of PS Ltd, the
Board of Directors of PSV Ltd, the GP or the PSV, @Papplicable. Examples of expenses
not explicitly listed above that may be approvedtm®Board of Directors of PS Ltd or the
GP, as applicable, include payments or contribsttonobbying or not-for-profit
organizations, which payments or contributionsesqgected to benefit a specific investment,
the investment program or the operations or businéthe Funds.

See Item 12 for information regarding the Advisdn'ekerage practices.

D. Additional Compensation and Conflicts of Interest.

Neither the Adviser nor any of its supervised pessaccepts compensation
(e.g, brokerage commissions) for the sale of securdresther investment products.
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ITEM 6
PERFORMANCE-BASED FEESAND SIDE-BY-SIDE MANAGEMENT

The Adviser and its affiliates accept performanasedu fees from every client.
As a result, the Adviser and its affiliates do famte the conflicts of interest that may arise
when an investment adviser accepts performancetldass from some clients, but not from
other clients. However, the Adviser charges a lqvezformance fee to PSH and the Adviser
and its affiliates charge lower management feesp@nibrmance allocations to the PSV
Funds and may charge higher or lower managemesbiegerformance allocations to their
different clients. As a result, the Adviser argldffiliates may have an incentive to allocate
limited investment opportunities to the clientsnfrevhom the greatest performance-based

fees may be earned. The Adviser has an allocptibay that addresses these conflicts of
interest and it is described in Item 11 herein.
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ITEM 7
TYPESOF CLIENTS

As noted above, the Adviser provides advice toRineds and the PSV Funds,
which are private investment funds. InvestordanFunds and the PSV Funds may include
high net worth individuals, pension funds and grsffiaring plans, trusts, estates, charitable
organizations, corporations, business entitiespenaents and foreign sovereign wealth
funds. The Funds and the PSV Funds require minimnitial subscriptions from their
investors as outlined in each such Fund’s or PSwRauoffering document. The Funds or
the PSV Funds may accept lower subscription amaumdsr the circumstances described in
the applicable Fund’s or PSV Fund’s offering docame
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ITEM 8
METHODS OFANALYSIS, INVESTMENT STRATEGIESAND RISK OF LOSS

A. Methods of Analysis and Investment Strategies.

The descriptions set forth in this brochure of sipeadvisory services that the
Adviser offers to clients, and investment strategigrsued and investments made by the
Adviser on behalf of its clients, should not beerstbod to limit in any way the Adviser’'s
investment activities. The Adviser may offer afhyisory services, engage in any investment
strategy and make any investment, including anylestribed in this brochure, that the
Adviser considers appropriate, subject to eachntlginvestment objectives and guidelines.
The investment strategies the Adviser pursuespaeudative and entail substantial risks.
Clients should be prepared to bear a substantigs lof capital. There can be no assurance
that the investment objectives of any client welbzhieved.

The Adviser is a concentrated, research-intenfivelamental value investor
in the public markets. The Funds’ investment ofbjes are to preserve capital and to seek
maximum, long-term capital appreciation commenguvath reasonable risk. The Adviser
defines risk as the probability of a permanent tofssapital, rather than price volatility.

In its value approach to investing, the Adviserksde identify and invest in
long and short investment opportunities that theiget believes exhibit significant valuation
discrepancies between current trading prices anasic business (or net asset) value, often
with a catalyst for value recognition. The Advisdbcus on deeply undervalued or
overvalued securities is due to its belief thatefiqpriced purchase or short sale is often the
most important determinant of the success of aestment. In addition, the Adviser believes
that the acquisition of a portfolio of investmentdien acquired at a large discount to
intrinsic value, provides a margin of safety tha enitigate the likelihood of an overall
permanent loss of each Fund’s capital.

The Adviser believes long and short investmentsrtieet the Funds’
objectives are often found in companies undergsiggificant changes in strategy, capital
structure, corporate governance, management, éxgaisure, corporate form, shareholder
composition and control, liquidity and financialnzhtion, and in companies that are affected
by external changes in the economic and politinalrenment, including changes in the
relevant tax code.

The Adviser believes that investment opportunitieg meet the Funds’
objectives may at times occur in distressed seesyitompanies in or exiting bankruptcy,
spin-offs, rights offerings, liquidations, companier which litigation is a major asset or
liability, misunderstood large capitalization comss, under-followed small and mid-
capitalization companies, and other special siuati

While the Adviser is comfortable making investments wide range of
industries and asset classes, it generally prefeestments in simple businesses or assets
that generate cash flow streams that can be estinathin a reasonable range over the long
term. The Adviser is willing to accept a high degof situational, legal, and/or capital
structure complexity in the Funds’ investments believes that the resulting complexity
allows for a bargain purchase.
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The Adviser generally seeks to make investmentisrae broad categories of
opportunities: (1) great businesses at fair pyied®re a great business is generally
understood by the Adviser as one which generatagvay predictable, growing, free-cash-
flows; (2) good businesses or assets at cheapspofoen with a catalyst to realize value; and
(3) mispriced probabilistic investments where therkat price of a security or other
investment under- or over-estimates the probalwlity favorable outcome of a legal
decision, contract or patent award or a move ierest rates, exchange rates or commodity
prices, or such other event that is expected ttiea significant change in the valuation of
such security or investment.

In certain situations, if the Adviser believes toenmitment of time, energy
and capital is justified in light of the potentfal reward, the Adviser may seek to be a
catalyst to realize value from an investment byrglan active role in effectuating corporate
change either working alone or in conjunction vather investors. These activist techniques
may include working with management or other m@gressive steps such as acquiring
substantial publicly disclosed stakes in issuenr@@sing a restructuring, recapitalization,
sale, or other change in strategic direction, seggbtential acquirers, engaging in proxy
contests, making tender offers, changing managearehother related activities. The
Adviser believes that these activist techniqueshmh accelerate and maximize the
realization of value from an investment.

The Adviser also seeks short sale investmentoffertabsolute return
opportunities. In addition, the Adviser may shodividual securities to hedge or reduce the
Funds’ long exposure. The Adviser expects tovas®us investment strategies that are
consistent with the Funds’ governing documentseséhnvestment strategies may include
(but are not limited to) the use of derivative rastents for hedging, managing risk or
attempting to enhance returns. In addition, theiget may engage in leverage transactions,
including writing uncovered options, entering ifiures transactions or other permitted
derivative transactions whereby the Funds may hawture obligation to pay funds to
another party to a transaction. The Adviser maagg in futures transactions in compliance
with applicable rules of the Commodity Futures TngdCommission (the “CETC”). The
Adviser expects to use additional derivative instents and other hedging, risk management
and return enhancement techniques as new oppogibgécome available and as regulatory
authorities broaden the range of permitted transast

In order to mitigate market-related downside rible, Funds may acquire put
options and short market indices, baskets of siesiyriand/or purchase credit-default swaps,
but the Adviser is not committed to maintaining ketrhedges at any time.

The investment principals and analysts of the Aglv{the “Investment
Principals”) typically review a large number of potial investment opportunities. After
identifying appropriate subsets within this broatial review, the Investment Principals
discuss these potential investments and apply {@tapy analyses to further refine their
focus. Once a potential investment is deemed seiffity promising, members of the
Investment Principals perform additional reseamsolving the analysis of public filings and
extensive secondary sources and analyze the bestoeicord of the potential investment,
looking for sources of comparable data on bothipubid private companies.
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B. Material, Significant or Unusual Risks Relatindmwestment Strategies.

The following risk factors do not purport to be@nplete list or explanation
of the risks involved in an investment in the ¢Beadvised by the Adviser. These risk factors
include only those risks the Adviser believes tonbeerial, significant or unusual and relate
to particular significant investment strategies or methods ofysis employed by the
Adviser. Please refer to the Funds’ and the PSNSuoffering documents for a more
complete description of the risk factors.

Investors may lose all, or substantially all, ogithinvestment in the Funds or the PSV Funds

Investments are exposed to the risk of the logspital. The business of the
Funds and the PSV Funds is to invest in secufitiethe case of the PSV Funds, securities
issued by, or instruments for which the referergsetis, APD) utilizing an investment
strategy that may involve substantial risks. Thegs of the Funds’ and the PSV Funds’
respective investments are volatile and market meves are difficult to predict. No
guarantee or representation is made that the ¢hibdfunds’ or the PSV Funds’ investment
strategy will be successful. In addition, the Fainthy utilize such investment techniques as
short sales, securities lending, investments inmarketable securities, uncovered option
transactions, forward transactions, futures angopton futures transactions, foreign
currency transactions and a highly concentratetfgior, among others, which could under
certain circumstances magnify the impact of anyeasky market or investment developments.

There can be no assurance that the securitiesgeeglor investments made
by the Funds or the PSV Funds will increase in &authat the Funds will not incur
significant losses. An investor in a Fund or PSMdmay lose all or substantially all of its
investment in such Fund or PSV Fund.

The Funds are exposed to a concentration of inversisrand the PSV Funds are exposed to a
highly concentrated investment, which could exaaierlvolatility and investment risk

In the pursuit of the Funds’ investment stratefg, Adviser may accumulate
significant positions in particular investments amgnds to invest the substantial majority of
each Fund'’s capital in typically 8 to 12 core irtmesnts. The Adviser has invested nearly all
of the PSV Funds’ capital in securities issueddvynstruments for which the reference asset
is, APD. The investment technique of concentraitivgstment positions (or, in the case of
the PSV Funds, investing in a single position) éases the volatility of investment results
over time and may exacerbate the risk that a foasy such position could have a material
adverse impact on a Fund’s or the PSV Funds’ gsmads in turn, the value of any
investment in a Fund or the PSV Funds. In padigiuhe PSV Funds are much more
susceptible to fluctuations in value resulting fradverse economic conditions affecting the
performance of APD (for instance, conditions affegthe sector in which APD operates or
the geographic area in which its activity is fod)stan a less concentrated portfolio would
be. Although it may at times choose to do so, theiger is under no obligation to hedge any
of the Funds’ or PSV Funds’ positions to mitigdtede risks.

Activist investment strategies may not be sucdeddfay may result in significant costs and
expenses

The Adviser may pursue an activist role and seelfextuate corporate
changes with respect to an investment. The cosiie, resources and capital involved in
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such activist investments depend on the circumstnehich are only in part within the
Adviser’s control, and may be significant, partaxly if litigation against a Fund, a PSV
Fund, the Board of Directors of PS Ltd or PSV ladd/or the Adviser ensues. In addition,
the expenses associated with an activist investsteategy, including potential litigation or
other transactional costs, will be borne by theliappble Fund or PSV Fund. Such expenses
may reduce returns or result in losses.

The success of the Funds’ activist investmenteggratmay require, among
other things: (i) that the Adviser properly idépgportfolio companies whose equity prices
can be improved through corporate and/or stratsgion; (ii) that the Funds acquire
sufficient securities of such portfolio companiés aufficiently attractive price; (i) a
positive response by the management of portfoliaganies to shareholder engagement; (iv)
a positive response by other shareholders to sbiehactivism and the Adviser’s
proposals; and (v) a positive response by the nmtkeany actions taken by portfolio
companies in response to shareholder activism.eNéithe foregoing can be assured.

The PSV Funds will invest in, or otherwise be exgab®, a single issuer,
APD. The success of the PSV Funds’ investmentesjyawith respect to APD may require,
among other things: (i) that the securities of AfDve to be undervalued such that prices
can be improved, including through the Adviser'sass; (ii) that the PSV Funds acquired
sufficient securities of APD at a sufficiently aittive price; (iii) that the PSV Funds avoid,
or otherwise manage, triggering anti-takeover auiilatory obstacles while accumulating
their positions; (iv) that management of APD arigeotsecurity holders respond positively to
the Adviser’s actions; and (v) that the marketgoé APD’s securities increases in response
to any actions taken by APD. None of the foregaag be assured.

Activist strategies employed in respect of the Rid the PSV Funds’
investments may prove ineffective for a varietyedsons, including: (i) opposition of the
management, board of directors and/or sharehotddr®e subject company, which may
result in litigation and may erode, rather tharr@ase, shareholder value; (i) intervention of
one or more governmental agencies; (iii) effortsh®y/subject company to pursue a
“defensive” strategy, including a merger with, driandly tender offer by, a company other
than the offeror; (iv) market conditions resultingnaterial changes in securities prices; (v)
the presence of corporate governance mechanisrhsasistaggered boards, poison pills and
classes of shares with increased voting rights;(afdhe necessity for compliance with
applicable securities laws. In addition, opponefta proposed corporate governance change
may seek to involve regulatory agencies in invesing the transaction or the Funds or PSV
Funds, and such regulatory agencies may indepdydewntstigate the participants in a
transaction, including the Funds or the PSV Fuad4p compliance with securities or other
law. Furthermore, successful execution of an &ttstrategy may depend on the active
cooperation of shareholders and others with amesten the subject company. Some
shareholders may have interests which divergefsignily from those of the Funds or the
PSV Funds and some of those parties may be indiff¢o the proposed changes. Moreover,
securities that the Adviser believes are fundantigniaderpriced or incorrectly priced may
not ultimately be valued in the capital marketprates and/or within the timeframe the
Adviser anticipates, even if an activist strategguccessfully implemented. Even if the
prices for a portfolio company’s securities (orthe case of the PSV Funds, APD’s
securities) increase, no guarantee can be madthdratwill be sufficient liquidity in the
markets to allow the Funds or PSV Funds to dispbsdl or any of its securities therein or to
realize any increase in the price of such secaritie
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The Adviser may fail to identify suitable investtregrportunities for the Funds

Each Fund’s investment strategy depends on thityatifiithe Adviser to
successfully identify attractive investment oppoities. Any failure to identify and make
appropriate investment opportunities would increaseamount of the Funds’ assets invested
in cash or cash equivalents and, as a result, aguce their rates of return. The Funds will
face competition for investments, for example frpablic and private investment funds,
strategic buyers and/or investment banks. Manhedd competitors may be substantially
larger and have greater financial resources thamweailable to the Funds. There can be no
assurance that the Adviser will be able to iderdifid make investments that are consistent
with the Funds’ investment objectives or gener#ractive returns for their investors or that
the Funds will not be significantly affected by qoetitive pressures for investment
opportunities.

The due diligence performed by the Adviser befovesting may not reveal all relevant facts
in connection with an investment

When assessing an investment opportunity, the A&dvias relied and will
rely on resources that may provide limited or inptete information. In particular, the
Adviser has relied and will rely on publicly avdila information and data filed with various
government regulators. Although the Adviser expdws it has evaluated and will evaluate
information and data as it deems appropriate asdsbaght and will seek independent
corroboration when reasonably available, the Advises not and may choose not to evaluate
all publicly available information and data witlspect to any investment and was not and
will often not be in a position to confirm the coleigness, genuineness or accuracy of the
information and data that it did or will evaluate.

In addition, when assessing an investment oppaytémi the Funds,
investment analyses and decisions by the Advisgrbeaundertaken on an expedited basis in
order to take advantage of short-lived investm@miootunities. In such cases, the available
information at the time of an investment decisicayrbe limited, inaccurate and/or
incomplete.

As a result, there can be no assurance that dgerik investigations carried
out by the Adviser will reveal or highlight all eslant facts that may be necessary or helpful
in evaluating investment opportunities for the Faindthe PSV Funds’ investment
opportunity in APD. Any failure to identify relevafacts may result in inappropriate
investment decisions, which may have a materiaéesgveffect on the value of any
investment in the Funds and/or the PSV Funds.

Market risk may significantly impact the performaraf the Funds

The Funds and the PSV Funds are exposed to ma&ketAmong other
things, this means that the prices of financial dedvative instruments in which the Funds
and/or the PSV Funds may invest can be highly ¥elaPrice movements of equity, debt
and other securities and instruments in which theds’ and/or the PSV Funds’ assets may
be invested are influenced by, among other thimgsrest rates, changing supply and
demand relationships, trade, fiscal, monetary actiange control programs and policies of
governments, and national and international palittmd economic events and policies.
Moreover, war, political or economic crisis or atlexents may occur which can be highly
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disruptive to the markets, regardless of the sjragebeing employed. In addition,
governments from time to time intervene, directid &y regulation, in certain markets,
particularly those in currencies, financial instemhfutures and options. Such intervention
often is intended directly to influence prices amaly, together with other factors, cause such
markets to move rapidly in the same direction bseanf, among other things, interest rate
fluctuations. The Funds and the PSV Funds alsswr@ct to the risk of the failure of any
exchanges on which its positions trade and of tearinghouses. Sustained cyclical market
declines and periods of unusual market volatiligkait more difficult to produce positive
trading results, and there can be no assurancéhth&unds’ or the PSV Funds’ strategies
will be successful in such markets.

Adverse changes affecting the global financial retland economy may have a material
negative impact on the performance of the Fundestments

Global capital markets experienced extreme vafatlind disruption as
evidenced by the failure of major financial ingtituns, significant write-offs suffered by the
financial services sector, the re-pricing of creisik, the unavailability of credit or the
downgrading and the possibility of default by s@¥gn issuers, forced exit or voluntary
withdrawal of countries from a common currency andlevaluation. Despite actions of
government authorities, these events have congabiat a worsening of general economic
conditions, high levels of unemployment in Westeconomies and the introduction of
austerity measures by governments.

Such worsening of financial market and economiad®mns may have a
negative effect on valuations of, and the abilityhe Funds and/or the PS V Funds to exit or
partially divest from, investment positions. Adweeconomic conditions may also decrease
the value of collateral securing some of their poigs, and require the Funds and/or the PSV
Funds to contribute additional collateral.

Depending on market conditions, the Funds and®PBV Funds may incur
substantial realized losses and may suffer uneshlizsses in future periods, all of which
may adversely affect their results of operatiorts e value of any investment in the Funds
and/or the PSV Funds.

Unexpected market disruptions may cause major osse

The Funds and the PSV Funds may incur major lassée event of
disrupted markets and other extraordinary eventghich market behavior diverges
significantly from historically recognized patterii$e risk of loss in such events may be
compounded by the fact that in disrupted markets)ypositions become illiquid, making it
difficult or impossible to close out positions awstiwhich markets are moving. Market
disruptions caused by unexpected political, m¥itand terrorist events may from time to
time cause dramatic losses for the Funds and tkeHR8ds, and such events can result in
otherwise historically low-risk strategies perfongiwith unprecedented volatility and risk.
Any such disruptions and events may have a sigmfiadverse effect on the value of any
investment in the Funds and/or the PSV Funds.
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The Adviser may use litigation in pursuit of adivnvestment strategies or itself be the
subject of litigation or regulatory investigation

In pursuit of activist investment strategies (irthg the PSV Funds’
investment in APD), the Adviser may determine te litigation as a course of action. In
addition, one or more Funds or PSV Funds may ety po lawsuits initiated by third
parties, including companies in which the Fundesgt\{in the case of PSV Funds, lawsuits
initiated by APD), other shareholders, or governtaenodies. There can be no assurance
that any litigation, once begun, will be resolvedavor of the Funds or the PSV Funds. As a
result, the Funds and/or the PSV Funds may be exposthe risk of monetary damages and
other sanctions or remedies. In addition, as &wistcinvestor, the Adviser is subject from
time to time (and especially in the context of eaqyrcontest) to formal or informal
investigations or inquiries by the SEC and otharegomental and self-regulatory
organizations in connection with its activitiesitigation and regulatory investigations may
require significant amounts of the Adviser’s timelaesult in significant expenses to a Fund
or PSV Fund.

The Funds and/or the PSV Funds may participatetanlially in the affairs of companies
acquired by them, which may result in the Fundsi/anthe PSV Funds’ inability to
purchase or sell the securities of such companies

One or more Funds and/or PSV Funds may substamnpiaitticipate in or
influence the conduct of affairs or managemenssdiers of securities acquired by them.
Members, partners, officers, managers, employeaffibates of the Adviser and its affiliates
or designees may serve as directors of, or in dasigapacity with, companies in which one
or more Funds invest or, in the case of the PS\d&uof APD. In the event that material
non-public information is obtained with respecstech companies or one or more Funds or
PSV Funds become subject to trading restrictiomsyant to the internal trading policies of
such companies, as a result of applicable lawgurlagions, one or more Funds or PSV
Funds may be prohibited for periods of time fronnghasing or selling the securities of such
companies, and as a result be prevented from isicigg#is exposure (or maintaining its
relative ownership stake, in the case additionalisges are issued by such company) to an
investment position which appreciates or divestingh or exiting an investment position
which decreases in value. Any such restrictiong haave a significant adverse effect on a
Fund or PSV Fund and the value of any investmeatfand or PSV Fund.

Control investments made by the Funds or the PS\M$may pose various risks

The Funds may take a controlling stake in certaestments. The PSV
Funds may take a controlling stake in APD. Thesestments may involve a number of
risks, such as the risk of liability for environnt@idamage, product defect, failure to
supervise management, violation of governmentallegigns and other types of liability in
which the limited liability characteristic of bugiss operations may be ignored. In addition,
in connection with the disposition of these investits, the Funds and/or the PSV Funds may
make representations and warranties about sucktmeats’ business and financial affairs
typical of those made in connection with the sdlarty business, or may be responsible for
the contents of disclosure documents under appdicsdzurities law. The Funds and/or the
PSV Funds may also be required to indemnify thelmasers of such investments or
underwriters to the extent that any such representaand warranties or disclosure
documents turn out to be incorrect, inaccurate istemding. All of these risks or
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arrangements may create contingent or actualitiasillnd materially affect the Funds
and/or the PSV Funds and any investment in the $and/or the PSV Funds.

Regulatory restrictions on the beneficial ownersbfigecurities may impair the Funds’
and/or the PSV Funds’ ability to achieve their resfive investment objectives

The investment strategies pursued by the FundshendSV Funds may be
affected by applicable U.S. state and federal @mésregulations governing the beneficial
ownership of public securities, which may inhilhietFunds’ and/or the PSV Funds’ ability to
freely acquire and dispose of certain securit@sould a Fund or PSV Fund be affected by
such rules and regulations, it may not be ableatastict in ways that would realize value for
the applicable Fund or PSV Fund. In addition, elngnges to government regulations could
make some or all forms of activist strategies ufiléwr impractical. Accordingly, such
changes, if any, could have an adverse effect @alility of a Fund or PSV Fund to achieve
its investment objective.

Options, swaps and other instruments may involbstamtial risks

The Funds and/or the PSV Funds may buy or selté¢jioth call options and
put options, and when writing options, may do s@dnovered” or an “uncovered” basis. A
call option is “covered” when the writer owns setes of the same class and amount as
those to which the call option applies. A put optis covered when the writer has an open
short position in securities of the relevant clasd amount. The Funds’ and/or the PSV
Funds’ option transactions may be part of a hedgirgegy ice., offsetting the risk involved
in another securities position) or a form of lewgain which the Fund or the PSV Fund has
the right to benefit from price movements in a &nyimber of securities with a small
commitment of capital. These activities involvekd that can be substantial.

When a Fund or PSV Fund buys an option, a decfeasesufficient
increase) in the price of the underlying secuntyhie case of a call, or an increase (or
insufficient decrease) in the price of the undedysecurity in the case of a put, could result
in a total loss of that Fund’s or PSV Fund’s inwesit in the option (including
commissions). When a Fund or PSV Fund sells (8)ri@ option, the risk can be
substantially greater than when it buys an optidhe seller of an uncovered call option
bears the risk of an increase in the market pri¢eeounderlying security above the exercise
price. The risk is theoretically unlimited unléke option is “covered.” If it is covered, that
Fund or PSV Fund would forego the opportunity foxfip on the underlying security should
the market price of the security rise above thea@se price.

Swaps and certain options and other custom insttevae subject to the risk
of non-performance by the swap counterparty, inolydisks relating to the creditworthiness
of the swap counterparty, market risk, liquiditskriand operations risk.

Credit-default swaps are characterized by volagpiteeing, potentially illiquid markets,
difficulty in predicting triggering events and vaus other risks

The Funds and, for the purpose of hedging countgrpak, the PSV Funds,
may enter into credit-default swaps. A credit-déifawap is a contract between two parties
which transfers the risk of loss and/or defaulatesd to a particular entity (the “reference
entity”) if a “credit event” occurs with respecttite debt of such reference entity. The
credit-default swap provides for payments to beeraglthe protection seller which offset or
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reduce the losses sustained by the protection lasyarresult of the credit event. Generally,
“credit events” include a variety of typically adse events that trigger payouts under these
financial instruments and include, among otherghjriailure by the reference entity to pay
the principal or interest related to its debt onlvaptcy of the reference entity. If a credit
event occurs, the purchaser of protection wouldestte credit-default swap in one of three
ways, as specified in the credit-default swap:thfipugh a standardized auction process
where credit-default swaps are cash settled andeter of protection delivers to the
purchaser of protection an amount equal to the va@ee of the credit-default swap less the
market value of specified debt, (ii) through a pbgksettlement process where the purchaser
of credit protection delivers a debt instrumenatedl to the reference entity to the
counterparty and the counterparty pays to the pserha specified face value of the credit-
default swap, or (iii) through another method adrepon by the parties. The first way is the
most common form of credit-default swap settleme@redit-default swaps can also be used
to obtain short exposure related to the debt eference entity. There are many credit-
default swap products, such as credit-default swwapsn index of reference entities or
customized credit-default swaps that referenceipeorporate bonds.

The Funds may purchase credit-default swap proteets a hedge against
particular assets or other events. Credit-defamétps can also be utilized to implement the
Adviser’s view that a particular credit, or groufpcoedits, will experience credit deterioration
or improvement. The Funds may enter into creditualeswap transactions, even if the
credit outlook is positive, if it believes that peipants in the marketplace have incorrectly
valued the components which determine the valwsoli credit-default swap. The Funds
may purchase credit-default protection even incdee in which it does not own the debt of
the reference entity if the Adviser believes tlat teference entity’s credit will deteriorate.
The Funds may also purchase the credit-default paatection as a hedge against particular
assets or other events. The Funds may also sédigtion by underwriting default risk to
entities that would like to purchase such protectiti a Fund sells protection and if the
reference entity does not experience a credit etleat Fund will have received premium
payments for the term of the credit-default swhjpwever, if the reference entity
experiences a credit event, that Fund would beyateld to pay to the purchaser of protection
the face amount of the credit-default swap, whigctoant may be significantly greater than
any premiums that it had received during the tefthe credit-default swap.

The credit-default swap market in high yield seesiis comparatively new
and rapidly evolving compared to the credit-defaulap market for more seasoned and
liquid investment grade securities. Swap traneastdependent upon credit events are
priced by incorporating many variables, includiagyong other things, the pricing and
volatility of the common stock, potential loss upmtefault and the shape of the yield curve of
U.S. Treasuries. As such, there are many facfooa which market participants may have
divergent views, which increases the risk of entgmto these credit-default swaps.

The market for credit derivatives may be relativiliguid, and there are
considerable risks that may make it difficult eith@buy or sell the contracts as needed or at
reasonable prices. Sellers and buyers of creditadives are subject to the inherent price,
credit spread and default risks of the debt insemtsicovered by the derivative instruments,
as well as the risk of non-performance by the opfsety. There are also risks with respect to
credit derivatives in determining whether an ewetfittrigger payment under the contract
and whether such payment will offset the loss gnpent due under another instrument. In
the past, buyers and sellers of credit derivathaase found that a triggering event in one
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contract may not match the triggering event in heotontract, exposing the buyer or the
seller to further risk. Furthermore, notwithstarglany right to a payout upon the occurrence
of a credit event, there is some risk that a capatey to a credit-default swap may have
insufficient capital to fund a payout.

Given the increases in volume of credit derivatitrading in the marketplace,
settlement of such contracts may also be delaygaonoethe time frame originally anticipated
by counterparties. Such delays may adverselytadfénind’s or PSV Fund'’s ability to
otherwise productively deploy any capital thatesnenitted with respect to such contracts.

The Funds and the PSV Funds are not obligated dgdééheir exposure, and if they do,
hedging transactions may reduce their overall peniance

Although the Funds and the PS V Funds are not ateldyto, and often times
will not, hedge their respective exposure, they milize a variety of financial instruments
and derivatives, such as options, interest rat@sweaps and floors, and forward contracts,
for risk management purposes, including in orddi)tprotect against possible changes in the
market value of the their investment portfoliosuléag from fluctuations in the securities
markets and changes in interest rates; (ii) prakectnrealized gains in the value of their
investment portfolios; (iii) facilitate the sale afy investments; (iv) enhance or preserve
returns, spreads or gains on any investment in plgtfolios; (v) hedge the interest rate or
currency exchange rate on any of their liabilibesssets; (vi) protect against any increase in
the price of any securities they anticipate purititaat a later date; or (vii) for any other
reason that the Adviser deems appropriate. Theesa®f any hedging activities by the
Funds or the PSV Funds will depend, in part, upenAdviser’'s ability to correctly assess
the degree of correlation between the performanhteeanstruments used in the hedging
strategy and the performance of the portfolio imwvests being hedged. Since the
characteristics of many securities change as nmdketnge or time passes, the success of the
Funds’ or the PSV Fund’s hedging strategy will &leosubject to the Adviser’s ability to
continually recalculate, readjust and execute hedgean efficient and timely manner. In
addition, while the Funds and/or the PSV Funds emdgr into hedging transactions to seek
to reduce risk, such transactions may result inagr overall performance for the applicable
Funds or PSV Funds than if they had not engageddh hedging transactions.

Counterparties to derivative transactions may neshbject to credit evaluation, regulatory
oversight, financial responsibility requirementstbe requirement to segregate customer
funds or positions

Some of the markets in which the Funds and/or 8¢ Punds will effect their
respective derivative transactions are over-thex@ywor interdealer markets. The
participants in these markets are typically nofeettio credit evaluation and regulatory
oversight as are members of exchange-based markiis.exposes the Funds and the PS V
Funds to the risk that a counterparty will notleatttransaction in accordance with its terms
and conditions because of a credit or liquidityipeon with the counterparty. Delays in
settlement may also result from disputes overehas of the contract (whether or not in
good faith) since these markets may lack the astada rules and procedures for swift
settlement of disputes among market participants axchange-based markets. These
factors may cause the Funds and/or the PSV Fursldfer a loss due to adverse market
movements while replacement transactions are ese@@rtotherwise. Such counterparty risk
is accentuated for contracts with longer maturitweere events may intervene to prevent
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settlement or where the Funds and/or the PS V Foads concentrated their transactions
with a single or small group of counterparties.

Similarly, contracts in some markets may not bergni@ed by an exchange or
its clearinghouse, and there may be no requirem@pissed on a counterparty with respect
to financial responsibility or segregation of cus& funds or positions. Trading in these
contracts may be subject to more risks than futareptions trading on regulated exchanges,
including, but not limited to, the risk of defadltie to the failure of a counterparty with
which a Fund or PSV Fund has a forward contradthodgh each Fund and PSV Fund will
attempt to limit its derivative transactions togbawvith well-known and well-capitalized
firms, the Funds and the PSV Funds are not restiitbm dealing with any particular
counterparty or from concentrating any or all efderivative transactions with one
counterparty. Moreover, the Adviser’s internalditéunction which evaluates the
creditworthiness of the Funds’ and the PSV Fundanterparties may prove insufficient.
The lack of a complete and foolproof evaluationhaf financial capabilities of each Fund'’s
and PSV Fund'’s counterparties and the absenceegfuidated market to facilitate settlement
may increase the potential for losses by the Fandshe PSV Funds.

Forward trading may expose the Funds and/or the P&MIs to the risk of bank failure or
non-performance, as well as other risks

Forward contracts and options thereon, unlike Bguwontracts, are not traded
on exchanges and are not standardized; ratherslaantkdealers act as principals in these
markets, negotiating each transaction on an indalithasis. Forward trading (to the extent
forward contracts are not traded on exchanges)@ash” trading are substantially
unregulated; there is no limitation on daily prmevements and speculative position limits
are not applicable. The principals that deal enfdrward markets are not required to
continue to make markets in the currencies or codities they trade and these markets can
experience periods of illiquidity, sometimes ofrsfgcant duration. There have been periods
during which certain participants in these marketge refused to quote prices for certain
currencies or commodities or have quoted pricels ant unusually wide spread between the
price at which they were prepared to buy and thathéch they were prepared to sell.
Disruptions can occur in any market traded by theds or the PSV Funds due to unusually
high trading volume, political intervention or ottfactors.

In connection with its possible trading in non-Uc8rrency forward contracts,
the Funds may contract with a non-U.S. or a U.8klta make or take future delivery of a
specified lot of a particular currency for the Fenaccounts. Banks and futures commission
merchants with which the Funds may maintain accooay require the Funds to deposit
margin with respect to such trading. Banks arer@guired to continue to make markets in
such contracts. Arrangements to trade forwardraots may be made with only one or a few
banks, and liquidity problems therefore might beager than if such arrangements were
made with numerous banks. The imposition of credlitrols by governmental authorities
might limit such forward trading to less than tidtich the Adviser would otherwise
recommend, to the possible detriment of the Funtlgh respect to its trading of forward
contracts with banks, if any, the Funds will bejeabto the risk of bank failure and the
inability of, or refusal by, a bank to perform wigspect to such contracts. Any such default
would deprive the Funds of any profit potentiafance the Funds to cover their
commitments for resale, if any, at the current regpkice, and could result in a loss to the
Funds.
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Short selling exposes the Funds to the risk ofri@mally unlimited losses. In addition,
regulatory actions may curtail the ability of therkds to effect their short selling strategy

Short selling involves selling securities that aoé owned by the short seller
and delivering borrowed securities to the purchaseh an obligation to replace the
borrowed securities at a later date. Short sedlitayvs the investor to profit from a decline
in market price to the extent such decline excéleelsransaction costs and the costs of
borrowing the securities. The extent to whichFueads engage in short sales will depend
upon the Adviser’s investment strategy and opparasa In certain cases, a short sale
creates the risk of a theoretically unlimited Idsscause the price of the underlying security
could theoretically increase without limit. Thet@atial for unlimited losses may be due to
general market forces, such as increases in the pfia security sold short or a lack of stock
available for short sellers to borrow for deliverijhere can be no assurance that the Funds
will be able to maintain the ability to borrow seities sold short. For example, the broker or
other institution that lent the stock in questiorthat Fund may demand the return of the
borrowed security. In addition, a Fund may beecifjo a “short squeeze” resulting in
significant increases in the market price of alstge short squeeze occurs, for example,
when a company with a large short interest ann@iaqeositive development, the stock price
rises causing short sellers on margin to coverclvpushes the stock price up further causing
more shorts to cover, and so on. A short sque@gepush a stock price above its fair value
until the shorts finish covering. As a result,ttRand may be required to replace securities
previously sold short, with purchases on the oparkat at prices significantly greater than
those at which the securities were sold shortm@stioned above, purchasing securities to
close out a short position can itself cause theepof the securities to rise further, thereby
exacerbating the loss. Until the security is regth that Fund is required to pay to the lender
amounts equal to any dividends or interest thatuscduring the period of the loan. In
addition, to borrow the security, that Fund maydxgired to pay a premium, which would
increase the cost of the security sold.

Following the economic crisis in 2008, a numberegjulators issued
emergency orders to temporarily ban short sellinany publicly traded securities, such as
securities issued by financial firms or governmeturities, and required institutional
investment managers, including hedge fund manatgersport short positions on publicly
traded securities. Several regulators have augmenése emergency measures with
permanent rules intended to deter market abusesiped to be connected with short selling.
For example, the SEC has made permanent its tenyprdose-out requirement for sales of
equity securities, as well as the penalties fduffaito do so. In 2010, it also adopted Rule
201 under the U.S. Securities Exchange Act of 1884mended (the “Exchange Act”),
which restricts short selling when a stock has ggpeed a price decline of at least 10% in
one day.

Similarly, the Financial Conduct Authority (the “BQ in the United
Kingdom published updated short selling rules it@€equiring the disclosure of certain
short positions in excess of specified threshdi@®A rulemaking has occurred alongside
(and from November 2012, will be replaced by) in&tional regulatory initiatives in the
European Economic Area. The Committee of Europesui@ies Regulators (“CESR,” now
known as the European Securities and Markets Ailyhor “ESMA”) proposed a pan-
European short selling disclosure regime in 20&quiring private disclosure to the relevant
regulator and public disclosure to the market ahale if short positions exceed specified
thresholds. The European Parliament endorsed gpioach in 2011, adopting a harmonized
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short selling framework proposed by the Europeam@dsion that was based on the
CESR/ESMA disclosure regime and also imposed skadditional rules. These include
restrictions on naked short selling (including stsales in sovereign debt) and renewable
emergency powers for regulators to restrict or fpiokhort selling or impose additional
disclosure obligations. Subject to certain amendsyehis framework was adopted by the
Council of the European Union on February 21, 284@ applies (except for certain
provisions which applied from March 25, 2012) frdlovember 1, 2012. Although the
amendments exclude specified sales of securities the “short sale” definition (including
sales under certain repurchase, securities lenflihges or derivative contracts), the new
regulation substantially implements the Europeatidfaent’s regime. These regulatory
requirements may curtail the ability of the Funalgffect their short selling strategies.

Other jurisdictions have also enacted legislatiopasing restrictions on short
selling activities. On November 1, 2012, a new-ganopean short selling regime (in the
form of a European Union (*EU”) regulation, whichdhdirect effect in each of the 27
countries of the EU (the "EU Short Selling Regulat)) came into force in the EU and
requires (by midnight on the applicable dealing fl&yK. time or continental European time,
as applicable, depending on the relevant marketate disclosure to the relevant local
regulator of net short positions in any stocketisbn European markets that exceed 0.2% of
the issued capital of the relevant issuer. Furdmriosures will have to be made to the
regulator at 0.3% and 0.4% (with additional disales to the regulator as each subsequent
0.1% threshold is crossed), with any net shorttjpwsthat is equal to or exceeds 0.5% of the
issued capital of the relevant issuer being madiiqto the market by the relevant regulator.
Additional disclosures will also have to be madeewl net short position is decreasing
through relevant 0.1% incremental thresholds. BEWeShort Selling Regulation will also
have the effect of banning “naked” short salestonks listed on European markets, meaning
that short sales of stocks will only be permitteieve the seller has borrowed the relevant
stock or has entered into an agreement or arranggméorrow it or has a reasonable
expectation that settlement of the stock can beceftl when due.

To date, short selling measures have typicallysedwn equities and equity-
related financial instruments. As well as covetting short selling of securities, the EU Short
Selling Regulation will also introduce measurespose restrictions on the creation of short
positions in relation to European sovereign defutlfiding banning “naked” short sales of
EU sovereign debt and prohibiting any persons, &eyes in the world, from entering into
“naked” credit-default swap transactions in relatio EU sovereign debt). It is impossible to
know what, if any, further changes in regulatioresymccur, but any regulations which
restrict the ability of the Funds to trade in sé&ees, including through short selling
strategies, could have a material adverse impattefunds.

The Funds and PSV Funds may carry leverage iniogldab their capital, which has the
potential to increase losses

While the Funds and the PSV Funds expect thatgasi@ral matter they will
operate without relying significantly on leveragege Funds and the PSV Funds are not
restricted from leveraging their investments. Faeds and/or the PSV Funds may seek to
magnify their investment returns with options, steales, swaps, forwards and other
derivative instruments. The Funds and/or the PSMIBunay also pledge their securities in
order to borrow additional funds for investmentgmses, through margin loans, which would
provide further leverage. In the case of the Fuads result, the amount of leverage may be
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substantial in relation to their capital. The PRYhds do not intend to use a material amount
of financial or option leverage, if any. In cent@ircumstances, the PSV Funds may use a
modest amount of margin leverage which, if usedpisexpected to exceed 25% of the
investment at cost.

While leverage presents opportunities for incregsie Funds’ and the PSV
Funds’ total returns, it has the effect of potdhtiacreasing losses as well. Accordingly,
any event which adversely affects the value oharstment by the Funds or the PSV Funds
would be exacerbated to the extent the Funds d?#\¢Funds are leveraged. The
cumulative effect of the use of leverage by thedsuor the PSV Funds in a market that
moves adversely to the Funds’ or the PSV Fund€stments could result in a substantial
loss to the Funds or the PSV Funds that would eatgr than if the Funds or the PSV Funds
were not leveraged.

Margin borrowings may subject the Funds and/or®8/ Funds to additional risks

Whenever the Funds or the PSV Funds use financitemeéed by broker-
dealers to leverage their portfolios, they may ldgexct to changes in the value that broker-
dealers ascribe to a given security or positioa,amount of margin required to support such
security or position, the borrowing rate to finasteh security or position and/or such
broker-dealers’ willingness to continue to provatey such credit to the Funds or the PSV
Funds. A Fund and/or a PSV Fund could be forcédjtidate its portfolio on short notice to
meet its financing obligations. The forced liquidatof all or a portion of a Fund’s or a PSV
Fund’s portfolio at distressed prices could resutignificant losses to that Fund or PSV
Fund.

In particular, a Fund or a PSV Fund could be suligea “margin call,”
pursuant to which that Fund or PSV Fund would eiberequired to deposit additional
funds or securities with the broker-dealer or suffi@ndatory liquidation of the pledged
securities to compensate for the decline in valaghe event of a sudden drop in the value
of a Fund’s or PSV Fund'’s assets, that Fund or P&w might not be able to liquidate
assets quickly enough to satisfy its margin reaquo@ets.
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The Funds and/or the PSV Funds may invest throtfglates and their investments may be
subordinated to the claims of such affiliates’ ¢ters

The Funds and/or the PSV Funds may effect cemaigsiments through
limited partnerships, limited liability companierporations or other vehicles sponsored or
managed by the Adviser or third parties. For eXarmertain Funds have invested a portion
of their capital in the PSV Funds and the PSV Fundsst through PSV Mini-Master and
other trading vehicles. The Funds and the PSV &uaslapplicable, will bear thedro rata
share of the costs of operating such vehicle(swilhot allocate any additional
performance allocation, or pay any additional manaent fee, to the GP, the PSV GP, the
Adviser or their affiliates, as applicable, as suteof investment through such investments.
A creditor having a claim that relates to a paféicinvestment held by any such vehicle may
be able to satisfy such claim against all assessicfi vehicle, without regard to the
participation rights of the Funds or the PSV Fuadd other investors of such vehicle in the
assets of such vehicle.

The Funds’ portfolio turnover rates may be highsuking in greater expenses

Portfolio turnover will not be a limiting factor imaking investment decisions
for the Funds and may vary from year to year, dbagewithin a year. Although not
expected, turnover rates may be high, which willy result in higher brokerage and other
transaction expenses than funds with lower podftirnover. Higher turnover rates will
negatively affect the results of operations offb@ds and, in turn, any investment in the
Funds.

If the Funds lend their portfolio securities, thragpy experience losses or delays in the event
of bankruptcy of the counterparty to the loan

The Funds may lend their respective portfolio séesgt By doing so, the
Funds attempt to increase income through the reoéipterest on the loan. In the event of
the bankruptcy of the borrower of the securitibg, Funds could experience delays in
recovering the loaned securities. To the exteatttte value of the securities a Fund lent has
increased, that Fund could experience a loss gelsecurities are not recovered.

The Funds’ and/or the PSV Funds’ trading orders matbe timely executed

Each Fund’s and PSV Fund’s investment and tradnadegjies depend on its
ability to establish and maintain an overall magk@sition in a combination of financial
instruments selected by the Adviser. A Fund’'sanBSV Fund’s trading orders may not be
executed in a timely and efficient manner due t@ows circumstances, including, for
example, trading volume surges or systems failatbutable to that Fund or PSV Fund, the
Adviser, that Fund’s or PSV Fund’s counterpartieskers, dealers, agents or other service
providers. In such event, the Fund or PSV Fundhtrogly be able to acquire or dispose of
some, but not all, of the components of such pwsitor if the overall position were to need
adjustment, that Fund or PSV Fund might not be biaake such adjustment. As a result,
that Fund or PSV Fund would not be able to achibgemarket position selected by the
Adviser, which may result in a loss. In addititime Funds and the PSV Funds rely heavily
on electronic execution systems (and may rely ansystems and technology in the future),
and such systems may be subject to certain systenitations or mistakes, causing the
interruption of trading orders made by the Fund¥@nthe PSV Funds.
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The Funds’ foreign investments may be subject iows risks

The Funds may invest in securities trading in miarless mature than those
of, for example, the United States or Europe. Itimgsn these securities involves particular
risks, including:

» political and economic risks, such as expropriatiaod nationalization, the potential
difficulty of repatriating funds and general socpdlitical and economic instability;

» potential lack of liquidity and greater price vaigf;

» the imposition of withholding or other taxes oreir@st, dividends, payments on
certain derivative instruments, capital gains, otheome or gross sale or disposition
proceeds;

» fluctuations in the rate of exchange between ceresrand costs associated with
currency conversion;

» certain government policies that may restrict adsimvestment opportunities;
» lower quality accounting and financial reportingrefards;

» aless effective regulatory environment;

* higher transaction costs of investing; and

» absence of an independent judicial system and expds economic, political or
nationalistic influences, resulting in difficulti&s pursuing legal remedies or
obtaining and enforcing judgments.

The Funds’ non-U.S. currency investments may leetafl by fluctuations in currency
exchange rates

The Funds may invest in instruments denominatexdiirencies other than the
U.S. dollar. Each Fund, however, values its séiearand other assets in U.S. dollars. To the
extent that a Fund’s assets are not hedged, flueisan the U.S. dollar exchange rates will
affect the value of such investments and the effetprice changes of such assets in the
various local markets and currencies.

Currency exchange rates may fluctuate significamilgr short periods of
time. Currency exchange rates generally are daetethby the forces of supply and demand
in the foreign exchange markets and the relativetsnef investments in different countries,
actual or perceived changes in interest rates #va oomplex factors. Currency exchange
rates also can be affected unpredictably by intgree by the United States or non-U.S.
governments or central banks, by the failure totgrvene or by currency controls or
political developments in the United States or ptimaintries.
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ITEM 9
DISCIPLINARY INFORMATION

There are no legal or disciplinary events thatmaagerial to a client’s or
prospective client’s evaluation of the Adviser's/igdry business or the integrity of the
Adviser's management.
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ITEM 10
OTHER FINANCIAL INDUSTRY ACTIVITIESAND AFFILIATIONS

A. Broker-Dealer Registration Status.

The Adviser and its management persons are nateegd as broker-dealers
and do not have any application pending to registdr the SEC as a broker-dealer or
registered representative of a broker-dealer.

B. Futures Commission Merchant, Commodity Pool Opemt&ommodity Trading
Adviser Registration Status.

The Adviser and its management persons are nateegd as, and do not
have any application to register as a, futures cission merchant or associated persons of a
futures commission merchant. The Adviser is regist as a commodity pool operator and
as a commodity trading adviser with the CFTC.

C. Material Relationships or Arrangements with Indufarticipants.

The Adviser may recommend from time to time foewts to make
investments in Other Products. In addition, theissfegistered as an investment adviser
with the SEC, and as a commodity pool operator tiiehCFTC.

A member of the Adviser's Advisory Board is a serpartner at a law firm
that, from time to time, provides services to tlivi&er, its affiliates, the Funds and the PSV
Funds.

The Adviser has made a small passive investmdB&XrnGroup, Inc., a start-
up alternative trading system company whose busiobgective is to create an execution
alternative that may reduce the execution coslargé investors (including the Funds). The
Adviser believes that the creation of such an @mdtive trading system is in the best interests
of the Funds. The Funds have executed, and mdyuaerto execute, trades through the
company’s execution platform. The Adviser doesint@nd to personally benefit from such
investment. If the disposition of the Adviser'sarests in the company is profitable, the
Adviser will reduce the management fees that thedByay by an amount equal to any profit
realized by the Adviser in respect of such dispasjtas adjusted, in the Adviser’s sole
discretion, for any fees, costs, taxes, or expeinsesred by the Adviser in relation to such
investment. Such reduction will be applied to FHueds at such time and in such manner
deemed by the Adviser to be fair and equitablehdfe are losses in connection with the
disposition of the Adviser’s interests in the comyeahe Adviser will bear 100% of such
losses. This investment does not require matémal or resources of the Adviser and will
not subject the Adviser to broker/dealer regisbrati

D. Material Conflicts of Interest Relating to Othewéstment Advisers.

The Adviser does not recommend or select othersinvent advisers for its
clients.
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ITEM 11
CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS
AND PERSONAL TRADING

A. Code of Ethics.

The Adviser has adopted a code of ethics (“Codgtlits”), which is
designed to foster compliance with applicable fatlstatutes and regulatory requirements,
minimize circumstances that may lead to or givedpgearance of conflicts of interest with
clients, insider trading, or unethical businessduam as well as promote a culture of high
ethical standards. Among other things, the Codgtloits governs personal securities trading
by the Adviser’s personnel. No employee of the iddvmay personally purchase or sell any
security, subject to certain exceptions, e.g., eyg#s may purchase and sell certain
securities such as shares issued by open-endedlfwids, money market funds, U.S.
Treasury bonds, commercial paper, etc. In additicany employee has any direct or
indirect beneficial ownership in any non-exceptedusity as of the date he or she joined the
Adviser, any sale of that security thereafter nngstleared, in advance and in writing, by the
Adviser’s Chief Compliance Officer or her designEeiployees must also pre-clear
transactions in various types of limited offeringsmployees may not acquire securities
issued in initial public offerings. In additiome Code of Ethics requires employees to
disclose their personal securities holdings anastetions to the Adviser on a periodic basis.

The Adviser also maintains insider trading policesl procedures (the
“Insider Trading Policies”) that are designed teyant the misuse of material, non-public
information.

The Adviser’s personnel are required to certifyitkempliance with the Code
of Ethics, and the Insider Trading Policies, oredquic basis.

The Adviser’s Insider Trading Policies prohibit thdviser and its personnel
from trading for the Funds, the PSV Funds or thévese or recommend trading, in securities
of a company while in possession of restricted nafenon-public information about the
relevant issuer in violation of the law (“Insidédmation”). By reason of its various
activities, the Adviser may become privy to Insid®rmation or be restricted from effecting
transactions in investments that might otherwisestzeen initiated. The Adviser has
designed and implemented policies in order to cgmyith the requirements of the federal
securities laws relating to insider trading. Amartiger things, those policies and procedures
seek to control and monitor the flow of Inside Imf@tion (if any) to and within the Adviser,
as well as prevent trading on the basis of Ingiderination in violation of the law.

Clients may request a copy of the Code of Ethicedmtacting the Adviser at
the address or telephone number listed on thepiage of this document.

B. Securities in which the Adviser or a Related Petdas a Material Financial Interest.

1. CrossTrades

Subject to certain terms and conditions and teitent permitted by law and
as deemed advisable the Adviser, the Adviser miagtefebalancing or internal cross-
transactions among the Funds and Other Producépfdisable). When that happens, one
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Fund or Other Product purchases securities or dithemcial instruments held by one or more
of the other Funds or Other Products or sells s#sipr other financial instruments to one
or more of the other Funds or Other Products. Adhéser effects these transactions at a
predetermined time, generally as of the close eitlarket on the last business day of each
month, pursuant to a methodology that is intendea@sult in the Funds and Other Products
generally holding the securities or other finanoatruments being rebalanced on a
proportionate basis relative to their respectivieasset values.

The Adviser may, however, abstain from effecting@ss-transaction or only
effect a partial cross-transaction if it determiimeis sole discretion that a cross-transaction
or a portion thereof is not in the best intere$ta Bund or Other Product (for example,
because a security or financial instrument is bglduch Fund or Other Product in the
appropriate ratio relative to its net asset vatudyecause a security or financial instrument
should be divested, in whole or in part, by theeofhunds and Other Products) or as a result
of tax, regulatory, risk or other considerations.a&consequence, the portfolio of investments
held by a Fund may at any time differ significarftiym those held by the other Funds or
Other Products.

The Adviser effects these cross-transactions baseden current independent
market prices and consistent with valuation proceslestablished by the Adviser, which
may vary from time to time. Neither the Adviser mmy of its affiliates receive any
compensation in connection with cross-transactidnsaddition, these cross-transactions are
generally effected without brokerage commissiorisgeharged.

At the inception of an investment vehicle, or uplom acceptance of a
significant inflow of investor capital by a Fund ©ther Product, the Adviser may effect an
initial rebalancing or cross-transaction betweenitivestment vehicle and the Funds or
Other Products from time to time in accordance withrebalancing policy described above.

2. Principal Transactions

To the extent that cross-transactions may be vieaggarincipal transactions
due to the ownership interest in a Fund or Othedct by the Adviser and its personnel, the
Adviser will either not effect such transactionscomply with the requirements of Section
206(3) of the U.S. Investment Advisers Act of 1948 amended, including that the Adviser
will notify the relevant Fund or Other Product éor independent representative of that Fund
or Other Product) in writing of the transaction aftain the consent of that Fund or Other
Product (or an independent representative of thatlfor Other Product), and any other
applicable law or regulation.

C. Investing in Securities that the Adviser or a RelaPerson Recommends to Clients.

See Item 11(A) for a description of the Adviser&sgpnal trading policy.

D. Conflicts of Interest Created by Contemporaneowsling.

1. Allocationsof Tradesand Investment Opportunities

It is the policy of the Adviser to allocate new @stment opportunities fairly
and equitably over time. This means that a progp@®eestment opportunity will generally
be allocated among those Funds and Other Produrcighich participation in the investment
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opportunity is considered appropriate, taking mtoount, among other considerations, (a)
the risk-return profile of the proposed investmamportunity in light of a Fund’s or Other
Product’s objectives (whether such objectives aresiclered solely in connection with the
specific investment opportunity or in the contefksoch Fund’s or Other Product’s overall
holdings); (b) the potential for the proposed i@t to create an imbalance in a Fund’s or
Other Product’s portfolio; (c) liquidity requirentsrof the Funds or Other Products or
anticipated cash flows (including as a result dfssuiptions and redemptions or withdrawals,
as applicable); (d) tax considerations; (e) regujatestrictions that would or could limit a
Fund’s or Other Product’s ability to participatetive proposed investment opportunity; and
(f) any need to re-size risk in the Funds’ and ©OBreducts’ portfolios.

The Adviser expects to allocate investment oppdaiesniamong the Funds and
Other Products sharing a similar investment styatega proportionate basis pursuant to
policies that are intended to result in the Fumitssuch Other Products generally holding
similar securities or other financial instrumerekative to their respective net asset values.
The considerations described above, however, nstiia allocations among a Fund and
one or more other Funds or Other Products to beeroadh different basis. Similarly, as a
result of the considerations described above, & lRuay increase its exposure to an existing
investment position, while other Funds or OtherdBgis may not participate in such
increase, or vice versa.

For purposes of its allocation policy, the Adviseay determine to treat more
than one security and/or financial instrument as single investment opportunity, if, among
other things, the relevant securities or financiatruments are deemed by the Adviser to
bear similar characteristics.

In addition, at the inception of an investment e&hior upon the acceptance
of a significant inflow of investor capital by aiaior Other Product, until the subscription
proceeds have been substantially invested, thes@dway, in application of the allocation
and rebalancing policies described above, andresudt of having regard to cash balances or
liquidity and other operational factors of the niemestment vehicle, allocate to that vehicle
certain securities and financial instruments inesscof the vehicle’gro rata share of such
securities and financial instruments.

The Adviser and its affiliates have in the past] aray in the future, establish
special investment vehicles, or SPVs, to make invessts in one or more securities or
financial instruments. This may be the case, xangle, where the Adviser and its affiliates
propose to acquire a large position in an issu#rosit causing the Funds to become overly
exposed to that issuer.

Typically, the Funds will have established a positin such issuer prior to the
launch of a special-purpose vehicle. In certamasions, the Funds may also participate in
the special-purpose vehicle. To the extent, howevEund is not eligible to participate in
such a vehicle while other Funds are, the allooatidl occur on a norpro ratabasis.

In addition, given their specific purposes, sucbcs investment vehicles
may be allocated more or less than tiped rata share of certain securities and financial
instruments or may accumulate securities and fiahmestruments at a faster or slower pace
than the Funds. Conversely, upon a determinationirid-up a special investment vehicle,
such vehicle may divest its securities and findringiruments at a faster or slower rate than
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the Funds, or may do so at a time when the Fur@pwachasing such securities and financial
instruments.

2. Order Aggregation and Average Pricing

The Adviser may, but is not obligated to, bunchessdior the purchase or sale
of the same securities for the Funds and othentslief the Adviser and its affiliates, where
the Adviser deems this to be appropriate, in trst imterests of clients and consistent with
applicable regulatory requirements. When a bunanédr is filled in its entirety, each
participating client, including a Fund, participagg the average price for the bunched order
on the same business day, and transaction cossbamedro ratabased on each client’s
participation in the bunched order. When a bundaréér is only partially filled, the
securities purchased are allocated @maarata basis to each client participating in the
bunched order based upon the initial amount regqddst the client, subject to certain
exceptions, and each participating client partigpat the average share price for the
bunched order on the same day.
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ITEM 12
BROKERAGE PRACTICES

A. Factors Considered in Selecting or RecommendingérBealers for Client
Transactions.

It is the Adviser’s policy to place trades for thends with broker-dealers on
the basis of seeking best execution and otherastesonsiderations, including, but not
limited to: confidentiality; price quotes; the siakthe transaction and ability to find
liquidity; the broker-dealer’s promptness of exeémnitthe nature of the market for the
financial instrument; the timing of the transactitime difficulty of execution; the broker-
dealer’s expertise in the specific financial instent or sector in which the Funds seek to
trade; the extent to which the broker-dealer makemrket in the financial instrument
involved or has access to such markets; the bra&eler’s skill in positioning the financial
instruments involved; the broker-dealer’s finansi@bility; the broker-dealer’s reputation for
diligence, fairness and integrity; the quality ehsace rendered by the broker-dealer in other
transactions for the Adviser; the quality and ubefsis of brokerage and research services
and investment ideas presented by the broker-deatbird parties; the broker-dealer’s
willingness to correct errors; the broker-dealabdity to accommodate any special
execution or order handling requirements that masosind the particular transaction; and
other factors deemed appropriate by the Advisdre Adviser may, but need not, solicit
competitive bids and does not have an obligaticexexute trades solely based on the lowest
available commission cost or spread.

In addition, the Funds may, from time to time, emo block trades with
broker-dealers acting as underwriters which mayirecp prospectus or enter into block
trades with broker-dealers executed in reliancanoéxemption from the prospectus delivery
requirement as set forth in Rule 144 under the @ex1Act. The factors that the Adviser
considers in selecting a broker-dealer for blod& sansactions are consistent with the above
enumerated considerations with a particular focuthe ability of the selected broker-dealer
to execute the full size of the block trade oreénder the diligence, speed and other services
to the Funds that are associated with these btades. Given the nature of these block
trades, including additional services and the ghiti locate demand for the block, the Funds
may pay, from time to time, commissions that arexoess of ordinary course, small order,
brokerage commissions. These block trade commissidll either be paid by the Funds
directly or indirectly through a discount to themhcurrent market price of the securities
being sold. In each case, the Funds will only fleag or commissions that are deemed by the
Adviser to reflect the value of the services reediby the Funds in these block trades.

1. Research and Other Soft Dollar Benefits.

The Adviser may cause its clients to pay a broketealer that directly or
indirectly provides eligible brokerage and reseaetvices that benefit the Adviser, or its
other clients, a commission for effecting a se@sitransaction in excess of the lowest
available commission cogtrovidedthat: (i) the Adviser determines in good faithtttree
amount is reasonable in relation to the servicesrims of the particular transaction or in
terms of the Adviser’s overall responsibilities viespect to the accounts as to which it
exercises investment discretion; (ii) such payneentade in compliance with the provisions
of Section 28(e) of the Exchange Act, other applieatate and federal laws and each Fund’s

32

381921.3



respective governing documents; and (iii) in thenimm of the Adviser, the total

commissions paid by each Fund will be reasonabielation to the benefits to that Fund
over the long term. The performance fee/allocatind the management fee are not reduced
as a result of the receipt by the Adviser of redeaervices. The Adviser places portfolio
transactions for other clients. The brokeragerasdarch services provided are not used
solely for the clients which generated the brokeragmmissions but are used to service all
of the Adviser’s clients.

Generally, research services provided by brokensin@ude information on
the economy, industries, sectors, individual congmrstatistical information, accounting
and tax interpretations, political developmentgalelevelopments affecting portfolio
securities, technical market activity, pricing aagpraisal services, credit analysis, risk
measurement analysis, performance analysis, arigsanaf corporate responsibility issues.
Research services may be received in the form ittenwrreports, telephone contacts, and
meetings with security analysts. In addition, stedearch services may be provided in the
form of access to various computer-generated dat&a@amputer software.

In some cases, research services are generatbddparties. In such
circumstances, research prepared by a third p#rgy than the broker that executed the
transaction must be “provided by’ a broker-dedbeat is involved in “effecting” the trade for
an account managed by the Adviser. For purpostieedbection 28(e) safe harbor, a broker-
dealer is involved in “effecting” a trade wherei(igxecutes, clears or settles the trade, or (i)
performs at least one of the following four funaso (a) assumes financial responsibility for
all customer trades until the clearing broker-dehes received payment (or securities),,
is at risk for the customer’s failure to pay; (bdkes and/or maintains records relating to
customer trades required by the SEC and self-regylarganizations; (c) monitors and
responds to customer comments concerning the gaocess; or (d) generally monitors
trades and settlements. For purposes of the $e28i(e) safe harbor, a broker-dealer
“provides” research where_it either: (a) is legalbligated to pay for the research or (b) does
the following: (1) pays the research preparer diye¢?) reviews the description of the
product or service for red flags that indicate gbevice is not within the safe harbor and
agrees with the Adviser to use commissions onfapfor those items that reasonably fall
within the safe harbor, and (3) implements procesltio ensure that research payments are
documented and paid for promptly. Where a broleaiet performs only one function, it
must take steps to see that the other functione been reasonably allocated to another
broker-dealer in the arrangement in accordance 86 or self-regulatory organization
rules.

If less than 100% of a product or service is useds§sistance in the Adviser’'s
decision-making process, the Adviser will consither product as a “mixed-use” product.
With mixed-use products, the Adviser will make addaith allocation between the research
and non-research benefits and will use commisgmpsay for only that portion of the
product used by the Adviser to formulate investnuatisions and will use its own funds to
pay for the portion of the product that is usedrfon-research purposes. With respect to
“mixed-use” products, in making good faith alloca$ of costs between research and non-
research benefits, a conflict of interest may exysteason of the Adviser’s allocation of the
costs of such benefits and services between thas@timarily benefit the Adviser and those
that primarily benefit its clients. The Adviser ynghare research with its affiliates, including
the GP.
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2. Brokeragefor Client Referrals.

Neither the Adviser nor any related person recetliesit referrals from any
broker-dealer or third party in consideration fookerage services. However, subject to best
execution, the Adviser may consider, among othieg#) capital introduction and marketing
assistance with respect to investors in the Fumdslecting or recommending broker-dealers

for the Funds.
3. Directed Brokerage.

The Adviser does not recommend, request or redjuditea client direct the
Adviser to execute transactions through a specifietter-dealer.

B. Order Aggregation.

Please see Iltem11(D) for a description of the Aghgsorder aggregation
procedures.
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ITEM 13
REVIEW OF ACCOUNTS

A. Frequency and Nature of Review of Client AccoumtEinancial Plans.

The Adviser performs various daily, weekly, montlgyarterly and periodic
reviews of each client’s portfolio. These revieave conducted by the Adviser’s Investment
Principals.

B. Factors Prompting Review of Client Accounts Othlemta Periodic Review.

A review of a client account may be triggered by anusual activity or
special circumstances.

C. Content and Frequency of Account Reports to Clients

The Adviser generally provides annual audited foi@nstatements within 90
or 120 days, as applicable, following the end efapplicable client’s fiscal year end. In
addition, the Adviser provides investors in eachd~with estimates of the Fund’s
performance and capital account statements on ghigdrasis, and other information as the
Adviser may, from time to time, deem advisable dadirable.
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ITEM 14
CLIENT REFERRALSAND OTHER COMPENSATION

A. Economic Benefits for Providing Services to Clients

The Adviser does not receive economic benefits fnom-clients for
providing investment advice and other advisory ises/

B. Compensation to Non-Supervised Persons for Clieftirals.

Except as described below, neither the Adviseramyrrelated person directly
or indirectly compensates any person who is noipgivised person, including placement
agents, for client referrals. J.P. Morgan Se@sitnc. and its private banking affiliates
(together, “J.P. Morgan”) have been retained asmaxclusive placement agent for
introducing potential investors to PS LP, PS Ltd B&$H. Credit Suisse Securities (Europe)
Limited and its affiliates (together, “Credit Swe8shave been retained as a non-exclusive
placement agent for introducing potential investor®S Ltd and PSH. Each of J.P. Morgan
and Credit Suisse receives a portion of the managefaes otherwise paid to the Adviser in
connection with investors introduced to the relé\lamd by J.P. Morgan and Credit Suisse,
respectively. The Adviser may enter into arrangesevith other placement agents for
introducing potential investors to the Funds orGtieer Products.
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ITEM 15
CUSTODY

The Adviser is deemed to have custody of clientfuand securities because
it has the authority to obtain client funds or séms, for example, by deducting advisory
fees from a client’s account or otherwise withdragviunds from a client’'s account.
Account statements related to the clients arel®gqualified custodians to the Adviser.

The Adviser is subject to Rule 206(4)-2 under tlvi8ers Act (the “Custody
Rule”). However, it is not required to comply (srdeemed to have complied) with some
requirements of the Custody Rule with respect thhéaind and PSV Fund because it
complies with the provisions of the so-called “RambVehicle Annual Audit Exception,”
which, among other things, requires that each FunatlPSV Fund be subject to audit at least
annually by an independent public accountant heggistered with, and subject to regular
inspection by, the Public Company Accounting OwgrsBoard, and requires that each Fund
and PSV Fund distribute its audited financial staats to all investors within 120 days of
the end of its fiscal year.
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ITEM 16
INVESTMENT DISCRETION

The Adviser or an affiliate of the Adviser enteratb an investment
management agreement, or similar agreement, wiai leand and PSV Fund, pursuant to
which the Adviser or an affiliate of the Adviser svgranted discretionary trading authority.

The Adviser’s investment decisions and advice wepect to each Fund and
PSV Fund are subject to each Fund’s or PSV Fungissitment objectives and guidelines, as
set forth in its offering documents.
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ITEM 17
VOTING CLIENT SECURITIES

In accordance with SEC requirements, the Adviseraapted Proxy Voting
Policies and Procedures (the “Proxy Policies”)ddrass how the Adviser will vote proxies
that it receives for the Funds’ portfolio investrteenThe Proxy Policies seek to ensure that
the Adviser votes proxies (or similar instrumermtsjhe best interest of the Funds, including
when there may be conflicts of interest in votimgxies. The Adviser does not anticipate
any conflicts of interest between the Adviser dmelFunds in terms of proxy voting. If the
Adviser, however, encounters an identifiable cahfhif interest with respect to a particular
vote, with sufficient time before a vote, the Aduri's conflicts committee will determine how
to vote the proxy consistent with the best interestthe Funds and in a manner not affected
by the conflict of interest. The conflicts comragtmay opt for a voting procedure by which
guidance is sought from the Adviser’s advisory daaroutside legal counsel on matters
involving a material conflict or potential confliof interest. Clients may not direct the
Adviser’s proxy voting, but may obtain a copy oé tAroxy Policies and/or information
regarding how the Adviser voted proxies for pattcyortfolio companies by contacting the
Adviser.
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ITEM 18
FINANCIAL INFORMATION

The Adviser is not required to include a balanaseslhor its most recent fiscal
year, is not aware of any financial condition reesday likely to impair its ability to meet
contractual commitments to clients, and has non Itlee subject of a bankruptcy petition at
any time during the past ten years.
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ITEM 19
REQUIREMENTSFOR STATE-REGISTERED ADVISERS

Not applicable.
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