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This brochure (the “Brochure”) provides information about the qualifications and business 

practices of MFP Investors LLC (“MFP” or the “Investment Manager”).  If you have any 

questions about the contents of this Brochure, please contact us at (212) 752-7280.  The 

information in this Brochure has not been approved or verified by the United States Securities 

and Exchange Commission (the “SEC”) or by any state securities authority.   

 

Additional information about the Investment Manager is available on the SEC’s website at 

www.adviserinfo.sec.gov.   

 

MFP is registered as an investment adviser with the SEC.  Registration with the SEC or with any 

state securities authority does not imply a certain level of skill or training. 

mailto:compliance@mfpllc.com
http://www.adviserinfo.sec.gov/
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Item 2 Material Changes 

 

Other than an update to the assets under management as of December 31, 2013 in Item 4 below, 

and the identity of the Chief Compliance Officer in Item 11 below, there have been no material 

changes to the Brochure since its adoption. 
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Item 4 Advisory Business 

 

MFP is a Delaware limited liability company which was founded in 1998 and is owned by 

Michael F. Price and a trust formed for the benefit of certain of Mr. Price’s family members.  

MFP registered with the SEC as an investment advisor in February 2012.  MFP serves as the 

general partner to MFP Partners, L.P. (the “Partnership”) and serves as the investment advisor to 

a managed account (the “Managed Account”), pursuant to an Investment Advisory Agreement.  

As of December 31, 2013 MFP managed approximately $1,083.8 million on a discretionary basis 

on behalf of 2 clients (each of the clients of MFP, including the Partnership and the Managed 

Account, a “Client” and collectively, the “Clients”).   

 

As the general partner to the Partnership, MFP is responsible for managing the Partnership’s 

investments and administrative affairs.  The Investment Manager appointed MFP Services, LLC 

(“MFP Services”) to act as a consultant to its Clients for the purpose of providing investment 

management, financial, legal and administrative personnel to MFP, including without limitation, 

the services of Michael F. Price.  All fees of MFP Services are paid for by the Investment 

Manager pursuant to a Consulting Services Agreement out of the management fees earned by 

MFP from the Managed Account and the Partnership, as more fully discussed in Item 5 below.  

Neither MFP nor the Partnership has any employees, with all MFP personnel being provided by 
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MFP Services pursuant to the Consulting Services Agreement.  MFP Services is a Delaware 

limited liability company which is also owned by Michael F. Price and a trust formed for the 

benefit of certain of Mr. Price’s family members.  Mr. Price is the Chief Executive Officer and 

Managing Member of the Investment Manager and MFP Services and is primarily responsible 

for all investment decisions made by the Investment Manager on behalf of the Partnership and 

the Managed Account.   

 

The Investment Manager will allocate investment opportunities that are appropriate for more 

than one Client (or accounts owned by Mr. Price and his family) in a manner determined to be 

fair to such entities or accounts by the Investment Manager acting in good faith in accordance 

with applicable fiduciary standards, which will generally be pro rata in accordance with relative 

assets unless special circumstances such as investment restrictions, available cash, etc., mandate 

a different allocation.  According to the Investment Advisory Agreement entered into between 

MFP and the Managed Account, the Investment Manager agreed to supervise and direct the 

investments of the Managed Account on a pari passu basis with the Partnership.  However, at the 

direction of the Managed Account, the Investment Manager is currently managing the securities 

in the Managed Account and the Managed Account is not purchasing new securities other than 

certain follow-on investments determined appropriate by the Investment Manager and the 

Managed Account.   

 

The Partnership’s investment objective is to seek to generate high long-term total return through 

opportunistic investing and the use of a disciplined value investment approach similar to that 

previously employed by Mr. Price at Franklin Mutual Series Fund Inc.  The Partnership may also 

utilize various complex and speculative investment techniques including, short selling, hedging, 

risk arbitrage and bankruptcy investing.  The Partnership may invest in a variety of securities 

including U.S. and non-U.S. securities; equity securities, debt securities of any credit quality or 

seniority including, without limitation, defaulted debt securities or junk bonds; preferred stock; 

securities of companies involved in mergers, consolidations or liquidations; restricted securities; 

other evidences of equity ownership; smaller capitalized companies; interests in limited 

partnerships or limited liability companies; and any securities convertible into or exercisable for 

any of the foregoing; options; warrants; private placements; and any other securities that the 

Investment Manager in its discretion selects as a portfolio investment for the Partnership.  The 

Partnership may not invest in commodities or commodity pools, unless the Investment Manager 

is registered with the Commodities Futures Trading Commission (the “CFTC”) as a commodity 

pool operator and then only for hedging purposes.  The Investment Manager is not currently 

registered with the CFTC as a commodity pool operator and has no current intentions to do so. 

 

The Investment Manager has in the past and has the right to cause the Partnership or entities 

which the Partnership controls or invests in, to do business with other Clients, in each case on 

terms which are arms-length and fair to the parties consistent with the fiduciary standards 

applicable to the Investment Manager.  The Investment Manager has the right to cause the 

Partnership to execute trades in securities and other instruments with or through the Investment 

Manager or any of its affiliates so long as such transactions substantially comply with all 

applicable regulatory requirements and represent “best execution” in the good faith judgment of 

the Investment Manager, taking into account all factors pertinent to the transaction.  Affiliates of 

the Investment Manager (including Mr. Price, his family and certain trusts and charitable 

organizations established by Mr. Price) may invest in partnerships or other collective investment 
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vehicles which invest in similar or the same securities recommended by the Investment Manager 

to its Clients, and affiliates of the managers of such partnerships or collective investment 

vehicles may invest in the Partnership from time to time.  Clients have in the past and the 

Investment Manager has the right to cause the Partnership to co-invest with such partnerships or 

collective investment vehicles with or without a markup, management or performance fee paid 

by the Partnership to the managers or sponsors of such investment.  The Investment Manager is 

not required to disclose to its Clients the activities of affiliates of the Investment Manager 

whether or not the Investment Manager is aware of such activities.   

 

The Investment Manager and its affiliates may not, acting as principal, purchase from or sell to 

the Partnership any securities unless the Investment Manager will have disclosed to the limited 

partners, prior to completion of such transaction, the pertinent details thereof and its interest 

therein and received the consent (which need not be in writing) of limited partners who own in 

excess of 50% of the unaffiliated limited partnership interests.  The Investment Manager and its 

affiliates may engage in agency cross transactions (as defined for purposes of the U.S. 

Investment Advisers Act of 1940, as amended (the “Advisers Act”) with the Partnership if the 

Investment Manager and its affiliates comply with all pertinent provisions of the Advisers Act 

and the rules and regulations thereunder and all other pertinent laws and regulations including 

ERISA;  provided, that the Partnership will have authority to revoke the foregoing authority by a 

resolution adopted by limited partners who own in excess of 50% of the unaffiliated limited 

partnership interests. 

 

Item 5 Fees and Compensation 

 

The Partnership offers limited partnership interests in two classes, Class A interests and Class B 

interests.  The interests in both classes are identical, except Class A interests are charged a higher 

management fee.  Class B interests are available to certain current and former members and 

employees of the Investment Manager or MFP Services (including members of their families, 

charitable and estate planning or other vehicles or entities formed by them or for the benefit of 

their families and themselves); and other persons selected by the Investment Manager in its sole 

discretion. The Investment Manager receives a management fee from the Partnership and the 

Managed Account (the “Management Fee”).  The Managed Account Management Fee is payable 

quarterly in advance at a rate equal to 2% per annum of the net asset value of the Managed 

Account assets.  The Class A Management Fee is payable quarterly in advance at a rate equal to 

2% per annum of the net asset value of the Class A assets and the Class B Management Fee is 

payable quarterly in advance at a rate equal to 0.5% per annum of the net asset value of the Class 

B limited partners assets.  In each case, the Management Fee is calculated as of the last business 

day of each calendar quarter and payable to the Investment Manager within 10 days after the 

beginning of the next calendar quarter, with any partial quarter pro rated based on the number of 

days remaining in the quarter.   

 

In addition to the Management Fees, the Investment Manager and MFP Services are reimbursed 

for administrative expenses of the Partnership that it may incur on the Partnership’s behalf.  

Expenses that are not direct investment expenses such as legal, consulting and audit fees are paid 

directly by the Investment Manager on behalf of the Partnership.  These expenses are then 

reimbursed by both Class A and Class B Limited Partners to the Investment Manager and are not 

paid through the Management Fee.  Both classes of interests of the Partnership will bear pro rata 
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all taxes payable by the Partnership, all investment expenses (i.e., expenses which the Investment 

Manager determines in its sole discretion to be directly related to the investment of the 

Partnership’s assets), brokerage and commission expenses, margin, premium and interest 

expenses, fees and disbursements of transfer agents, registrars, custodians, sub-custodians and 

escrow agents, costs of investment and withdrawal from any collective investment vehicle, all 

other investment related expenses of any type, and any extraordinary expenses (such as 

litigation).  Brokerage and research expenses of a Client may be paid for through the use of “soft 

dollars” (see the Brokerage Practices section below for more information). 

 

The Managed Account pays its direct investment expenses, and, to the extent it invests alongside 

the Partnership, pays its pro rata share, along with the Partnership’s limited partners, of all 

consultant expenses or Investment Manager indemnification costs, as well as its direct 

proportionate cost of investment related expenses, brokerage and commission expenses, margin, 

premium and interest expenses, fees and disbursements of transfer agents, registrars, custodians, 

sub-custodians, escrow agents, costs of investment and withdrawal from any collective 

investment vehicle and all other investment related expenses of any type, as well as any 

extraordinary expenses (such as litigation), as if the Managed Account were a limited partner of 

the Partnership. 

 

The Investment Manager has in the past and may in the future receive an expense reimbursement 

from a company in which one of its Clients invests which is based upon the amount invested by 

the Client rather than the actual expenses of the Investment Manager incurred in connection with 

the particular investment.  The Investment Manager will generally apply such expense 

reimbursement against investment expenses related to such investment, with any remaining 

amounts used to offset other investment expenses incurred by the Investment Manager and 

which have not been reimbursed by the Client.   

 

Item 6 Performance-Based Fees and Side-By-Side Management 

 

Other than the Management Fees described above, the Investment Manager does not charge its 

Clients any performance based fees or any other fee based upon the appreciation of the Client’s 

assets. 

 

Item 7 Types of Clients 

 

As discussed in the Advisory Business section, the Investment Manager provides investment 

management services to the Managed Account and the Partnership.  Limited partnership interests 

in the Partnership are generally available only to investors who meet the definition of “accredited 

investor” as the term is defined in the Securities Act of 1930, as amended (the “Securities Act”).  

The Managed Account also meets the definition of an accredited investor.  Investors in the 

Partnership include some or all of the following: individuals, banks or thrift institutions, 

investment companies, pension and profit sharing plans, trusts, estates or charitable 

organizations, private investment funds or other entities.   

 

The minimum investment in the Partnership is $1,000,000, subject to waiver by the Investment 

Manager.  Additional investments may be made by limited partners at the end of each calendar 

quarter in amounts permitted by the Investment Manager in its sole discretion.   
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Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 

 

The Partnership’s investment objective is to seek to generate high long-term total return through 

opportunistic investing and the use of a disciplined value investment approach similar to that 

previously employed at Franklin Mutual Series Fund Inc. by Mr. Price.  In essence, the policy 

promotes investments in common stock, preferred stock and corporate debt securities which are 

available at prices, in the opinion of the Investment Manager, that are less than their intrinsic 

value.  The Investment Manager’s opinions are based upon analysis and original research which 

take into account, among other factors, the relationship of book value to market value of the 

securities, cashflow, and multiples of earnings of comparable securities and industry 

characteristics.  These factors are not applied formulaically, as the Investment Manager examines 

each security separately.  

 

The Partnership may invest in a variety of securities including U.S. and non-U.S. securities; 

equity securities, debt securities of any credit quality or seniority including, without limitation, 

defaulted debt securities or junk bonds (as defined below); preferred stock; securities of 

companies involved in mergers, consolidations or liquidations; restricted securities; other 

evidences of equity ownership; smaller capitalized companies; interests in limited partnerships or 

limited liability companies; and any securities convertible into or exercisable for any of the 

foregoing; options; warrants; private placements; and any other securities that the Investment 

Manager in its discretion selects as a portfolio investment for the Partnership.  The Partnership 

may also utilize various complex and speculative investment techniques including, short selling, 

hedging, risk arbitrage and bankruptcy investing.  However, techniques and instruments may 

change over time as new strategies are developed and needed or regulatory changes occur.  The 

Partnership may not invest in commodities or commodity pools, unless the Investment Manager 

is registered with the CFTC as a commodity pool operator and then only for hedging purposes.   

 

The Investment Manager has no limits as to the percentage of the Partnership’s portfolio which 

may be invested in any one type of security, including junk bonds.  The Investment Manager also 

has no general criteria as to asset size, earnings or industry type for purchases of securities for 

investment by the Partnership.  

 

No investments will include loans to entities affiliated with the Investment Manager via direct 

loans, commercial paper or in any other form. 

 

Funds not invested in portfolio securities and financial instruments, deposited as margin or paid 

as option premiums will be held in the form of cash, bonds (such as U.S. Treasury Bills) or 

securities in the Partnership’s trading account with a commercial banking institution or 

brokerage firm.  The Partnership will receive any income earned from such holdings. 

 

Margin requirements will be met in the form of cash or in some non-cash form as permitted by 

applicable law, such as U.S. Treasury Bills and U.S. Treasury Bonds.  The Partnership will 

receive any interest income therefrom. 

 

The Partnership is a speculative investment and entails significant risks, including the risk of 

total loss.  The Partnership may also be subject to significant volatility.  No guarantee or 
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representation is made that the Partnership will achieve its investment objective.  An investment 

in the Partnership is speculative and involves certain considerations and risk factors which 

prospective investors should consider before subscribing.   

 

Business Risks 
 

General.  Markets in which the Partnership invests are subject to fluctuations and the market 

value of any particular investment may be subject to substantial variation.  Notwithstanding the 

existence of a public market for particular financial instruments, such instruments may be thinly 

traded or may cease to be traded after the Partnership invests in them.  In addition to being 

illiquid, such instruments may be issued by unstable or unseasoned issuers or may be highly 

speculative.  No assurance can be given that the Partnership’s investment portfolio will 

appreciate in value. 

 

Arbitrage Risks.  The Partnership may engage in risk arbitrage and other arbitrage strategies.  

Arbitrage strategies entail various risks including the risk that external events, regulatory 

approvals and other factors will impact the consummation of announced corporate events and/or 

the prices of certain positions.  In addition, hedging is an important feature of arbitrage.  There is 

no guarantee that the Investment Manager will be able to hedge the Partnership’s portfolio in the 

manner necessary to successfully employ the Partnership’s strategy. 

 

Foreign Investments.  Investments outside the United States or denominated in non-U.S. 

currencies pose currency exchange risks (including blockage, devaluation and non-

exchangeability) as well as a range of other potential risks which could include, depending on the 

country involved, expropriation, confiscatory taxation, political or social instability, illiquidity, 

price volatility and market manipulation.  In addition, less information may be available 

regarding non-U.S. issuers and non-U.S. companies may not be subject to accounting, auditing 

and financial reporting standards and requirements comparable to or as uniform as those of U.S. 

companies.  Further, foreign securities markets may not be as liquid as U.S. markets.  

Transaction costs of investing outside the U.S. are generally higher than in the U.S.  Higher costs 

may be a result of the cost of converting a foreign currency to dollars, the payment of fixed 

brokerage commissions on some foreign exchanges and the imposition of transfer taxes or 

transaction charges by foreign exchanges.  There is generally less government supervision and 

regulation of exchanges, brokers and issuers than there is in the U.S. and there is greater 

difficulty in taking appropriate legal action in non-U.S. courts.  Non-U.S. markets also have 

different clearance and settlement procedures which in some markets have at times failed to keep 

pace with the volume of transactions, thereby creating substantial delays and settlement failures 

that could adversely affect the Partnership’s performance.  Finally, special situation investments 

are also more difficult than in the United States and have the additional risks described above.  In 

particular, with regard to foreign fixed income securities, the Partnership may invest in debt 

securities of corporate and government issuers in, or who obtain substantial revenues from, 

various foreign countries.  The debt securities in which the Partnership may invest include 

instruments that are considered to have predominantly speculative characteristics in relation to 

the ability to pay interest and repay principal.  The prices of such securities may be adversely 

affected by interest rate changes and may be subject to the risk of market price fluctuations. 
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Low Credit Quality Securities; Preferred Stock; Equities.  The securities in which the Partnership 

may invest may be determined by rating agencies to have substantial vulnerability to default in 

payment of interest and principal.  Some securities may be in default or present elements of 

danger with respect to principal or interest.  Other securities may have the lowest quality ratings, 

indicating that payments are in default, that a bankruptcy petition has been filed with respect to 

the issuer, or that the issuer is regarded as having extremely poor prospects for being able to 

meet its financial obligations. 

 

The Partnership may invest in debt instruments issued by reorganizing or restructuring 

companies.  Investors should recognize that these lower rated securities in which the Partnership 

may invest have large uncertainties or major risk exposure to adverse conditions and are 

considered to be predominantly speculative.  Generally, such securities offer a higher return 

potential than higher rated securities but involve greater volatility of price and greater risk of loss 

of income and principal, including the possibility of default or bankruptcy of the issuers of such 

securities. 

 

The Partnership may incur additional expenses to the extent that it is required to seek recovery 

upon a default in the payment of principal or interest on its portfolio holdings.  The ability of 

obligors to make payments is dependent, among other things, on general macro and micro 

economic conditions. 

 

In addition, the Partnership may invest, directly or indirectly through other investment vehicles, 

in preferred stock which may have characteristics of both debt and equity.  Dividend payments to 

preferred stockholders may be suspended or cancelled if the issuer experiences liquidity 

difficulties and the principal paid for preferred stock is generally subordinate to the debt 

obligations of the issuer.  Consequently, investments in preferred stock carry significant risk of 

loss of principal. 

 

The Partnership expects to invest primarily in equities.  Such investments will be subordinate to 

the claims of a company’s creditors and preferred stockholders.  Dividends customarily paid to 

equity holders can be suspended or cancelled at any time.  For the foregoing reasons, 

investments in equity securities are considered speculative and carry a substantial risk of loss of 

principal.  

 

Mergers; Consolidations or Liquidations.  The Partnership may invest in the securities of 

companies involved in mergers, consolidations or liquidations.  There can be no assurance that 

any merger, consolidation, liquidation or reorganization proposed at the time of the Partnership’s 

investment will be consummated or will be consummated on the terms contemplated.  

Consequently, investments in the securities of companies contemplating such transactions may 

carry significant risk of loss of principal. 

 

Illiquid Investments.  The Partnership may invest in the securities of companies which are 

subject to legal or other restrictions on transfer or for which no liquid market exists such as 

private placements (measured at cost at time of purchase).  The Partnership may also invest in 

pooled or collective investment vehicles that contain significant restrictions on the Partnership’s 

ability to withdraw its investment, which could result in delays in a Withdrawing Partner’s 

receipt of distributions in connection with a withdrawal from the Partnership.  The market prices, 
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if any, of such investments tend to be more volatile and it may be impossible to sell such 

investments when desired or to realize their fair value in the event of a sale.  Moreover, securities 

in which the Partnership may invest include those that are not listed on a stock exchange or 

traded in an over-the-counter market.  As a result of the absence of a public trading market for 

these securities, they may be less liquid than publicly traded securities.  There may be substantial 

delays in attempting to sell non-publicly traded securities.  Although these securities may be 

resold in privately negotiated transactions, the prices realized from these sales could be less than 

those originally paid.  Further, companies whose securities are not publicly traded are not subject 

to the disclosure and other investor protection requirements which would be applicable if their 

securities were publicly traded. 

 

Smaller Companies.  The Partnership will invest in the securities of small or mid-size companies 

or in companies whose shares are relatively illiquid.  Such companies may not be well-known to 

the investing public, may not have significant institutional ownership or analyst coverage and 

their shares may be more volatile in price.  These companies often have limited product lines, 

management depth, financial resources and market shares.  Therefore, the companies are more 

vulnerable to adverse business or economic developments and their shares may involve 

considerably more risk than shares of larger companies. 

 

Investment Techniques 
 

Concentration.  Although the Partnership generally does not expect to invest more than 10% of 

its capital in one issuer (measured at cost at time of purchase) or more than 25% of its capital in a 

single industry (measured at cost at time of purchase), the Partnership does have the ability to 

concentrate a substantial amount of its assets in a single issuer, geographic area or industry, and 

the overall adverse impact on the Partnership of adverse movements in the value of the securities 

of a single issuer, area or industry will be greater than if the Partnership were not permitted to 

concentrate its investments to such an extent. 

 

Hedging.  The Partnership may attempt to manage its exposure to the possibility that the prices 

on its portfolio securities may decline, or to establish a position as a substitute for purchasing 

individual securities.  There are numerous strategies and instruments used in hedging.  The use 

of hedging instruments requires special skills and knowledge of investment techniques that are 

different from what is required for normal portfolio management.  If the Investment Manager 

uses a hedging instrument at the wrong time or judges market conditions incorrectly, hedging 

strategies may reduce the Partnership’s return. 

 

Short Selling.  Short selling involves selling securities which may or may not be owned and 

borrowing the same securities for delivery to the purchaser, with an obligation to replace the 

borrowed securities at a later date.  Short selling allows the Partnership to profit from declines in 

market prices to the extent such decline exceeds the transaction costs and the costs of borrowing 

the securities.  However, since the borrowed securities must be replaced by purchases at market 

prices in order to close out the short position, any appreciation in the price of the borrowed 

securities would result in a loss.  Purchasing securities to close out the short position can itself 

cause the price of the securities to rise further, thereby exacerbating the loss.  Any gain is 

decreased, and any loss is increased, by the amount of any payment, dividend or interest that the 

Partnership may be required to pay with respect to borrowed securities, offset (wholly or partly) 
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by short interest credits.  In a generally rising market, the Partnership’s short positions may be 

more likely to result in losses because securities sold short may be more likely to increase in 

value.  A short sale involves a finite opportunity for appreciation, but a theoretically unlimited 

risk of loss.  If the prices of securities sold short increase, the Partnership may be required to 

provide additional funds or collateral to maintain short positions.  This could require the 

Partnership to liquidate other investments to provide additional margin, and such liquidations 

might not be at favorable prices.  Legislation may be enacted that could make it more difficult 

for the Partnership to make or maintain short sales, which could affect the Partnership’s ability to 

implement its investment strategy. 

 

Foreign Currency Transactions.  The Partnership will generally deal in forward foreign exchange 

between currencies of different countries and multinational currency units as a hedge against 

possible variations in the foreign exchange rate between the currencies and the dollar with 

respect to a non-dollar denominated security it owns so that it can reduce its exposure to any 

currency fluctuations.  The Partnership will not engage in these transactions for speculative 

purposes.  This is accomplished through contractual agreements to purchase or sell one specified 

currency for another currency at a specified future date (up to one year) and price determined at 

the inception of the contract.  Dealings in forward foreign exchange will be limited to hedging.  

Transaction hedging is the purchase or sale of one forward foreign currency for another currency 

with respect to specific receivables or payables accruing in connection with the purchase and sale 

of its portfolio securities.  Position hedging is the purchase or sale of one forward foreign 

currency for another currency with respect to portfolio security positions denominated or quoted 

in such foreign currency to offset the effect of any anticipated appreciation or depreciation, 

respectively, in the value of such currency relative to the dollar value of another currency.  In 

such a situation, the Partnership also may, for example, enter into a forward contract to sell or 

purchase a different foreign currency for a fixed dollar amount where it is believed that the dollar 

value of the currency to be sold or bought pursuant to the forward contract will fall or rise, as the 

case may be, whenever there is a decline or increase, respectively, in the dollar value of the 

currency in which portfolio securities of the Partnership are denominated (this practice is called a 

“cross-hedge”). 

 

Management Risks 
 

Conflicts of Interest.  The Investment Manager will allocate investment opportunities that are 

appropriate for more than one entity or account sponsored or managed by the Investment 

Manager or its affiliates (including accounts owned by the Managing Member and his family) in 

a manner determined to be fair to such entities or accounts by the Investment Manager acting in 

good faith in accordance with applicable fiduciary standards, which will generally be pro rata in 

accordance with relative assets unless special circumstances such as investment restrictions, 

available cash, etc., mandate a different allocation.  The Investment Manager will have the right 

to cause the Partnership or entities which the Partnership controls or invests in, or other accounts 

managed by the Investment Manager or its affiliates, to do business with any other investment 

entity of which the Investment Manager is the general partner or entities which such other 

partnership controls or invests in, in each case on terms which are arms-length and fair to the 

parties consistent with the fiduciary standards applicable to the Investment Manager.  The 

Investment Manager will have the right to cause the Partnership to execute trades in securities 

and other instruments with or through the Investment Manager or any of its affiliates so long as 
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such transactions substantially comply with all applicable regulatory requirements and represent 

“best execution” in the good faith judgment of the Investment Manager, taking into account all 

factors pertinent to the transaction.  The Investment Manager is not required disclosure to its 

Clients the activities of affiliates of the Investment Manager whether or not the Investment 

Manager is aware of such activities. 

 

The Investment Manager and its affiliates may not, acting as principal, purchase from or sell to 

the Partnership any securities unless the Investment Manager will have disclosed to the limited 

partners, prior to completion of such transaction, the pertinent details thereof and its interest 

therein and received the consent (which need not be in writing) of limited partners who own in 

excess of 50% of the unaffiliated limited partnership interests.  The Investment Manager and its 

affiliates may engage in agency cross transactions (as defined for purposes of the U.S. 

Investment Advisers Act of 1940, as amended (the “Advisers Act”) with the Partnership if the 

Investment Manager and its affiliates comply with all pertinent provisions of the Advisers Act 

and the rules and regulations thereunder and all other pertinent laws and regulations including 

ERISA;  provided, that the Partnership will have authority to revoke the foregoing authority by a 

resolution adopted by limited partners who own in excess of 50% of the unaffiliated limited 

partnership interests. 

 

The Investment Manager, its principals and its affiliates may trade in securities and other 

instruments suitable for the Partnership only if the Investment Manager determines in good faith 

that the proposed trading will not interfere with the Partnership’s ability to buy or sell such 

securities or other instruments in sufficient quantity at advantageous prices or the Partnership has 

completed its trading therein for the foreseeable future.  If the Partnership and the Investment 

Manager, its principals or its affiliates do trade in the same securities on the same day, the 

Investment Manager and its affiliates will not receive a better price than the Partnership.  The 

records of such trading will be available for inspection by the Limited Partners upon request. 

 

The Investment Manager will seek to disclose to the Partners of the Partnership any specific 

conflicts of interest that arise and which are considered by the Investment Manager to be 

material to investors in the Partnership.   

 

No funds, securities or property of the Partnership will be commingled by the Investment 

Manager with the property of any other Client, fund or person, except to the extent such funds 

are commingled in a partnership or other collective investment vehicle. 

 

Soft Dollars.  The Investment Manager may be offered nonmonetary benefits or “soft dollars” by 

brokers that it may engage to execute transactions in securities on behalf of its Clients.  These 

soft dollars may take the form of research and other services regarding securities investments and 

may be available for use by the Investment Manager or its affiliates in connection with 

transactions in which the Partnership does not participate.  The availability of the benefits may 

influence the Investment Manager to select one broker rather than another to perform services for 

its Clients.  Nevertheless, the Investment Manager intends to use its best efforts to assure that the 

fees and costs for the services provided to the Partnership by such brokers are not greater than 

they would be if the services were performed by equally capable brokers not offering such 

services or that the Partnership will also benefit from the services. 
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Key Person.  Michael F. Price is primarily responsible for all investment decisions made by the 

Investment Manager on behalf of the Partnership and the Managed Account.  If Mr. Price were 

to become unavailable, it would be difficult for MFP to replace his wisdom and experience. 

 

Officers of the Investment Manager Not Full Time.  The officers of the Investment Manager will 

devote as much time to the Partnership as they believe is necessary to assist the Partnership in 

achieving its investment objective and to administer the Partnership’s operations.  The personnel 

of the Investment Manager will not have employment agreements and the loss of the services of 

one or more of them could have a material adverse effect on the Partnership. 

 

Lack of Management Control by Limited Partners.  Limited partners of the Partnership do not 

have the right to participate in the management, control or operation of the Partnership or to 

remove the Investment Manager.  The Investment Manager, on the other hand, may dissolve the 

Partnership upon 120 days notice of dissolution to the limited partners at any time or by its 

withdrawal as general partner of the Partnership. 

 

Partnership Risks 
 

Lack of Transferability of Partnership Interests.  The limited partnership interests offered have 

not been registered under federal or state securities laws and are subject to restrictions on transfer 

contained in such laws and the Partnership Agreement.  The interests are not transferable except 

with the written consent of the Investment Manager, which consent may be withheld in the sole 

discretion of the Investment Manager and will be withheld if immediately following such 

transfer, the assets of the Partnership would be deemed to constitute “plan assets” under ERISA.  

There is not and will not be any market for the limited partnership interests. 

 

Limited Right of Withdrawal.  A limited partner is restricted in its right to make full or partial 

withdrawals from the Partnership pursuant to the terms of the Partnership Agreement. 

 

Involuntary Liquidation of a Limited Partner’s Interest.  Subject to the terms of the Partnership 

Agreement, the Investment Manager may terminate the interest of any limited partner in the 

Partnership upon at least five days’ prior written notice to any limited partner.  If the Partnership 

is continued after such withdrawal, the Investment Manager may withhold from the amount to be 

paid to such Withdrawing Partner an amount equal to the reasonable legal, accounting and 

administrative costs associated with the limited partner’s withdrawal, if the Investment Manager 

reasonably determines that such costs should not be borne by the Partnership.   

 

Partnership Not Registered.  The Partnership is not registered under the 1940 Act.  The 1940 Act 

provides certain protections to investors and imposes certain restrictions on registered investment 

companies, none of which will be applicable to the Partnership. 

 

Control Position.  The Partnership may obtain a control position or other substantial position in 

any public or private company.  Should the Partnership obtain such a position in a public 

company, it may be required to make filings concerning its holdings with the SEC and it may 

become subject to other regulatory restrictions that could limit the ability of the Partnership to 

dispose of its holdings at the times and in the manner the Partnership would prefer.  Violations of 

these regulatory requirements could subject the Partnership to significant liabilities. 
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Item 9 Disciplinary Information 

 

The Investment Manager is required to disclose all material facts regarding any legal or 

disciplinary events in the past 10 years that would be material to an investor’s evaluation of the 

Investment Manager or the integrity of its personnel.  The Investment Manager does not have 

any disclosure applicable to this Item. 

 

Item 10 Other Financial Industry Activities and Affiliations 

 

The Investment Manager and its personnel do not have any relationships or arrangements with 

other financial services companies that pose material conflicts of interest. 

 

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

Trading 

 

The Investment Manager recognizes and believes that (i) high ethical standards are essential for 

its success and to maintain the confidence of its clients and investors; (ii) its long-term business 

interests are best served by adherence to the principle that the interests of clients and investors 

come first; and (iii) it has a fiduciary duty to its Clients to act for their benefit. All Investment 

Manager personnel must put the interests of the Clients and Partnership investors before their 

own personal interests and must act honestly and fairly in all respects in dealings with clients and 

investors.  All Investment Manager personnel must also comply with all state and federal 

securities laws.  

 

The Investment Manager has adopted a Code of Ethics and a Statement of Policy and Procedures 

to Detect and Prevent Insider Trading, governing personal trading by its personnel.  Among other 

requirements, all Investment Manager personnel must seek pre-approval from the Chief 

Compliance Officer for certain personal trades and must report their personal securities 

transactions and holdings. The policies additionally require the Compliance Officer to regularly 

review all personal trading documents and to address any issues noted during the review, 

including the appropriateness of imposing a penalty for violations of the policies. Clients, 

investors, or prospective clients and investors may obtain a copy of the Code of Ethics and 

insider trading policies by contacting Timothy E. Ladin (the Investment Manager’s Chief 

Compliance Officer) via phone at (212) 752-7280.  

 

Certain Investment Manager personnel hold Class B interests in the Partnership.  Additionally, it 

is possible that the Investment Manager’s personnel may personally invest in some of the same 

investments that are held by the Clients, or that they may own investments that are subsequently 

purchased for Clients, although the Investment Manager attempts to mitigate the potential for 

any conflict of interest through the application of its Code of Ethics.  As discussed above, the 

pre-approval and reporting provisions of the Code of Ethics are designed to enable the 

Investment Manager to evaluate any issues resulting from the personnel’s trading or proposed 

ownership. 
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Item 12 Brokerage Practices 

 

Soft Dollar Benefits 

 

The Investment Manager may be offered nonmonetary benefits or “soft dollars” by brokers that 

it may engage to execute transactions in securities on behalf of its Clients.  MFP intends that the 

use of commissions or “soft dollars” to pay for “research” or “brokerage” products or services 

will come within the safe harbor created by Section 28(e) of the Securities Exchange Act of 

1934, as amended.  These soft dollars may take the form of research and other services regarding 

securities investments and may be available for use by the Investment Manager in connection 

with transactions in which such Client does not participate.  The Investment Manager does not 

seek to allocate soft dollar benefits to a Client in proportion to the soft dollar credits such Client 

generates.  Where a product or service obtained with soft dollars provides research and non-

research assistance to the Investment Manager (i.e., a “mixed use” item), the Investment 

Manager will make a reasonable allocation of the cost which may be paid for with soft dollars.  

When the Investment Manager uses Client brokerage commissions (or markups or markdowns) 

to obtain research or other products or services, the Investment Manager receives a benefit 

because it does not have to produce or pay for such products or services.  The Investment 

Manager may consider its receipt of such research or other products or services, as well as other 

factors, in determining what broker-dealer to select or recommend.  Nevertheless, the Investment 

Manager intends to use its best efforts to assure that the fees and costs for the services provided 

to its Clients by such brokers are not greater than they would be if the services were performed 

by equally capable brokers not offering such services or that such Client will also benefit from 

the services.   

 

In selecting and approving brokers to effect portfolio transactions for its Clients, the factors the 

Investment Manager considers include, but are not limited to: quality of execution, reputation, 

financial strength, stability, block trading and block positioning capabilities, willingness to 

execute difficult transactions, access to underwritten offerings and secondary markets, ongoing 

reliability and financial responsibility, overall costs of a trade, nature of the security and the 

available market makers, desired timing of the transaction and size of the trade, confidentiality of 

trading activity, market intelligence regarding trading activity, idea generation, conferences, the 

receipt of brokerage or research services, and the brokers’ facilities.  The Investment Manager 

need not solicit competitive bids and does not have an obligation to seek the lowest available 

commission cost.   

 

At least annually, the Investment Manager considers the amount and nature of research and 

research services provided by broker-dealers, as well as the extent to which such services are 

relied upon, and attempts to allocate a portion of the brokerage business of its Clients on the 

basis of that consideration.  Broker-dealers sometimes suggest a level of business they would 

like to receive in return for the various products and services they provide.  Actual brokerage 

business received by any broker-dealer may be less than the suggested allocation, but can (and 

often does) exceed the suggested level, because transactions are allocated on the basis of all of 

the considerations described above.  In no case will the Investment Manager make binding 

commitments as to the level of brokerage commissions it will allocate to a broker-dealer, nor will 

it commit to pay cash if any informal targets are not met.  A broker-dealer is not excluded from 
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receiving business because it has not been identified as providing research products or services.  

All proposed soft dollar agreements must be approved by the Chief Compliance Officer.   

 

In the past year, eligible research and brokerage products and services provided by broker-

dealers have included research reports on particular industries and companies, economic surveys 

and analyses, recommendations as to specific securities and other products and services 

providing lawful and appropriate assistance to the Investment Manager in the performance of its 

investment decision-making responsibilities.  MFP has been provided a fixed schedule of 

brokerage commissions from the broker-dealers it does business with and has agreements with 

certain brokers to pool credits and pay for eligible research products selected by MFP, such as 

Bloomberg terminals used by personnel of the Investment Manager.   

 

Additional Brokerage Considerations  

 

The Partnership may accept subscriptions from investors who also provide services to the 

Partnership, including brokers and their affiliates.  Relationships such as these could be viewed 

as creating a conflict of interest that potentially could affect the Investment Manager’s ability to 

seek best execution. While our relationship with brokers may influence the Investment Manager 

in deciding whether to use such broker in connection with brokerage, financing and other 

activities of the Partnership, the Investment Manager will not commit to allocate a particular 

amount of brokerage to a broker in any such situation. Furthermore, the Investment Manager 

conducts periodic best execution reviews in an effort to identify and mitigate compliance risks 

associated with brokerage relationships, and to determine that the Investment Manager is 

obtaining best execution for clients’ accounts.  

 

Trade Allocation and Aggregation Policies and Procedures  

 

The Investment Manager will generally execute transactions for Clients the firm manages on an 

aggregated basis when the Investment Manager believes that to do so will allow it to obtain best 

execution and to negotiate more favorable commission rates or other transaction costs that might 

have otherwise been paid had such orders been placed independently.  When aggregating orders, 

all Partnership will be treated in a fair and equitable manner.  The Investment Manager will not 

aggregate orders unless aggregation is consistent with its duty to obtain best execution.  Each 

Client that participates in an aggregated order will participate equitably, with transaction costs 

shared pro rata based on each Client’s participation in the transaction.  It is the policy of the 

Investment Manager to allocate investment opportunities for its Clients fairly and equitably, to 

the extent possible, over a period of time.  The Investment Manager, however, will have no 

obligation to purchase, sell or exchange any security or financial instrument for one Client which 

the Investment Manager may purchase, sell or exchange for another Client if the Investment 

Manager believes in good faith at the time the investment decision is made that such transaction 

or investment would be unsuitable, impractical or undesirable for a particular Client.  

Participation in specific investment opportunities may be appropriate for one or more Clients.  

 

Participation in such opportunities will be allocated on an equitable basis, taking into account 

such factors as the relative amounts of capital available for new investments, (investor) 

eligibility, and the investment programs and portfolio positions of the Clients for which 

participation is appropriate.  Orders may be combined for all such Clients, and if any order is not 
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filled at the same price, they may be allocated on an average price basis.  Similarly, if an order 

on behalf of more than one Client cannot be fully executed under prevailing market conditions 

(e.g., partial fills), the order may be allocated among the different Clients on a basis which the 

Investment Manager considers equitable.  Although the Clients may pursue investment 

objectives that are similar, the portfolios of the Clients may differ as a result of purchases and 

withdrawals being made at different times and in different amounts, as well as because of 

different tax and regulatory considerations.  The Investment Manager may give advice and 

recommend to certain Clients to purchase or sell securities which may differ from advice given 

to, or securities recommended or bought or sold for, other Clients.  

 

Trade Errors 

 

Pursuant to the exculpation and indemnification provisions in the Investment Advisory 

Agreement with the Managed Account and the Limited Partnership Agreement of the 

Partnership, the Investment Manager or their respective affiliates or personnel will generally not 

be liable to the Managed Account or the Partnership for any error of judgment or for any action 

or inaction, absent willful misconduct, gross negligence or bad faith, and the Managed Account 

and the Partnership will generally be required to indemnify such persons against any losses they 

may incur by reason of any error of judgment, or any act or omission related to such Client, 

absent willful misconduct, gross negligence or bad faith.  As a result of these provisions, the 

Managed Account and the Partnership (and not the Investment Manager, the Investment 

Manager or their respective affiliates or personnel) will be responsible for any losses resulting 

from trading errors and similar human errors, absent gross negligence, willful misconduct or bad 

faith.  Trading errors might include, for example, keystroke errors that occur when entering 

trades into an electronic trading system or typographical or drafting errors related to derivatives 

contracts or similar agreements.  The Managed Account or Partnership will be responsible for 

any resulting losses, even if such losses result from the negligence (but not gross negligence) of 

the Investment Manager’s personnel.  Gains caused by trade errors (or similar errors) will be 

credited to the affected Client.   

 

Item 13 Review of Accounts 

 

Michael F. Price is primarily responsible for all investment decisions made by the Investment 

Manager on behalf of the Partnership and the Managed Account.  Mr. Price is primarily 

responsible for ensuring that the securities or other financial instruments held by each Client are 

consistent with, as pertinent, the Partnership’s disclosures set forth in its offering documents or 

the Managed Account’s investment advisory agreement.  Mr. Price and the Investment 

Manager’s analysts review the Clients’ portfolio holdings on an ongoing basis to determine that 

the securities and other financial instruments held by each Client remain consistent with the 

pertinent offering documents or investment advisory agreement and will generally review each 

Client’s performance.   

 

Partnership investors will receive audited annual financial statements and necessary U.S. federal 

tax information.  Partnership investors will also receive periodic unaudited performance 

information no less frequently than quarterly.  In addition to the foregoing reports and 

statements, and upon the request of certain Partnership investors or third parties representing 

Partnership investors, the Investment Manager may provide such Client with more frequent 



 17 

disclosure or additional information not contained in the above mentioned reports and statements 

regarding the investment portfolio.  Such information will be maintained by the Investment 

Manager and will be available to all Partnership investors, if requested.  As a condition to receipt 

of certain information, the Investment Manager may require such investors to execute a 

confidentiality agreement prior to providing such information.  The Managed Account receives 

reports as agreed upon in the investment advisory agreement.  The Managed Account is held at a 

third party custodians engaged by the Managed Account.  As a result, the Managed Account may 

receive greater transparency, including, but not limited to information, regarding transaction 

activity and position level detail. 

 

Item 14 Client Referrals and Other Compensation  

 

Please refer to the Brokerage Practices section for a discussion of potential benefits received by 

Investment Manager from certain trading counterparties.  The Investment Manager is not 

currently party to any arrangements whereby it compensates a third-party for Managed Account 

referrals and does not directly or indirectly compensate unaffiliated third parties for soliciting 

new investors to the Partnership or new Clients.  No commission or sales charge will be payable 

to the Partnership, the Investment Manager, MFP Services, their employees or other agents of 

the Partnership or the Investment Manager by an investor to join the Partnership or redeem from 

the Partnership.  The Investment Manager will not pay any commissions to an investor’s sales 

source. 

 

Item 15 Custody 

 

The Investment Manager is subject to Rule 206(4)-2 under the Advisers Act (the “Custody 

Rule”).  Pursuant to the Custody Rule, MFP is deemed to have custody of the assets of the 

Partnership.  However, it is not required to comply (or is deemed to have complied) with certain 

requirements of the Custody Rule with respect to the Partnership because it complies with the 

provisions of the so-called “Pooled Vehicle Annual Audit Exception”, which, among other 

things, requires that the Partnership be subject to audit at least annually by an independent public 

accountant that is registered with, and subject to regular inspection by, the Public Company 

Accounting Oversight Board, and requires that the Partnership distribute its audited financial 

statements to all investors within 120 days of the end of its fiscal year.  

 

Item 16 Investment Discretion  

 

As noted previously, the Investment Manager has full discretionary authority to manage the 

Partnership and the Managed Account, including authority to make decisions with respect to 

which securities are bought and sold, the amount and price of those securities, the brokers or 

dealers to be used for a particular transaction, and commissions or markups and markdowns paid.  

MFP’s authority is limited by its own internal policies and procedures; the Partnership’s offering 

documents; and the advisory agreement for the Managed Account.   

 

Item 17 Voting Client Securities 

 

The Investment Manager may have opportunities to vote the proxies of companies on behalf of 

its Clients.  In voting proxies, the Investment Manager is guided by general fiduciary principles. 
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The Investment Manager’s goal is to act prudently, solely in the best interests of its Clients 

(including the Partnership investors) and consistent with efforts to achieve a Client’s stated 

objectives, including maximizing portfolio value.  The Investment Manager will vote proxies on 

a case-by-case basis, but will generally vote for any proposals that the Investment Manager 

believes will offer fair value to its Clients.  Clients do not have the authority to direct Investment 

Manager to vote a proxy in a particular manner.  

 

The Investment Manager follows procedures that are designed to identify conflicts or potential 

conflicts that could arise between its own interests and those of its Clients.  If it is determined 

that any such conflict or potential conflict is not material, the Investment Manager may vote 

proxies notwithstanding the existence of the conflict.  If it is determined, however, that a conflict 

of interest or potential conflict of interest is material, appropriate personnel of the Investment 

Manager will work to agree upon a method to resolve such conflict before voting proxies 

affected by the conflict.  

 

Clients and investors in the Partnership may request a copy of Investment Manager’s Proxy 

Voting Policies and Procedures, as well as applicable proxy voting records, by contacting the 

Investment Manager at the address or telephone number listed on the first page of this document. 

 

From time to time, the Investment Manager may receive notices or initiate claims regarding class 

action lawsuits involving securities that are or were held by the Partnership.  The Investment 

Manager reserves the right to serve as the lead plaintiff in class action matters, although it 

presently has no intention to do so.  Investment Manager may refrain from submitting proofs of 

claim where it believes that either the recovery amounts are likely to be negligible or it cannot be 

assured of confidential treatment of the data submitted in connection with the proof of claim. 

 

Item 18 Financial Information 

 

The Investment Manager has never filed for bankruptcy and is not aware of any financial 

condition that is expected to affect its ability to manage Client accounts. 


