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This brochure (the “Brochure”) provides information about the qualifications and business 
practices of Criterion Capital Management, LLC (“Criterion”).  If you have any questions about 
the contents of this brochure, please contact Hillary Dwight at (415) 834-3500.  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.   

Criterion 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. 

Additional information about Criterion also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 
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Item 2. Material Changes 

We last filed an annual update to this Brochure on March 26, 2014 and Criterion has not updated 
this Brochure since that annual update.  While this update to Criterion’s Brochure contains 
changes and updates to certain information, Criterion does not feel that they constitute material 
changes from the last annual update. 
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Item 4. Advisory Business 

Criterion is a California limited liability company that has been in business since 2002.  It serves 
as the general partner of investment limited partnerships and as the investment adviser to 
offshore funds.  Criterion is owned by trusts of Christopher Lord, David Riley and Tomoko 
Fortune.  Mr. Lord, Mr. Riley and Ms. Fortune are its portfolio managers.  As of February 28, 
2015, Criterion had total regulatory assets under management of approximately $4,106,261,926.   
Criterion only manages assets on a discretionary basis. 

Criterion invests principally in equity and equity-related securities that are traded publicly in U.S. 
markets, with a focus on technology, media and telecommunications companies.  In addition to 
common stocks, Criterion invests in other types of securities, including preferred stocks, 
warrants, options, futures, other derivatives and money market instruments.  It takes both long 
and short positions and engages in margin trading and hedging strategies.  Criterion is authorized 
to enter into any type of investment transaction that it deems appropriate under the terms of a 
fund’s partnership agreement or investment management agreement. 

Criterion serves as the investment adviser, with discretionary trading authority, to private pooled 
investment vehicles, the securities of which are offered to investors on a private placement basis.  
The funds include: 

1. Criterion Institutional Partners, L.P., Delaware limited partnership (the “Capital 
Partners Domestic Fund”); 

2. Criterion Capital Partners Ltd., a Cayman Islands exempted company (the 
“Capital Partners Offshore Fund”); 

3. Criterion Capital Partners Master Fund, L.P., a Cayman Islands exempted limited 
partnership (the “Capital Partners Master Fund,” collectively with the Capital 
Partners Domestic Fund and the Capital Partners Offshore Fund, the “Capital 
Partners Funds”), which serves as the master fund into which the Capital Partners 
Domestic Fund and the Capital Partners Offshore Fund invest substantially all of 
their assets through a “master feeder” structure; 

4. Criterion Horizons Fund, L.P., a Delaware limited Partnership (the “Horizons 
Domestic Fund”); 

5. Criterion Horizons Offshore Ltd., a Cayman Islands exempted company (the 
“Horizons Offshore Fund”); 

6. Criterion Horizons Master Fund, L.P., a Cayman Islands exempted limited 
partnership (the “Horizons Master Fund,” collectively with the Horizons 
Domestic Fund and the Horizons Offshore Fund, the “Horizons Funds”), which 
serves as the master fund into which the Horizons Domestic Fund and the 
Horizons Offshore Fund invest substantially all of their assets through a “master 
feeder” structure; 



 

 

7. Criterion Vista Fund, L.P., a Delaware limited Partnership (the “Vista Domestic 
Fund”); 

8. Criterion Vista Offshore Ltd., a Cayman Islands exempted company (the “Vista 
Offshore Fund”); and 

9. Criterion Vista Master Fund, L.P., a Cayman Islands exempted limited 
partnership (the “Vista Master Fund,” collectively with the Vista Domestic Fund 
and the Vista Offshore Fund, the “Vista Funds”), which serves as the master fund 
into which the Vista Domestic Fund and the Vista Offshore Fund invest 
substantially all of their assets through a “master feeder” structure. 

All of the Capital Partners Funds, Horizons Funds and Vista Funds are each a “Fund” and 
collectively referred to as the “Funds.”   

The Capital Partners Domestic Fund, Horizons Domestic Fund and Vista Domestic Fund are 
collectively known as the “Domestic Funds.”  The Capital Partners Offshore Fund, Horizons 
Offshore Fund and Vista Offshore Fund are collectively the “Offshore Funds.”  The Capital 
Partners Master Fund, Horizons Master Fund and Vista Master Fund are collectively known as 
the “Master Funds.”   

As used herein, the term “client” generally refers to each Fund. 

The investors in the Funds (the “Investors”) have no opportunity to select or evaluate any fund 
investments or strategies.  Criterion selects all Fund investments and strategies.  

Criterion does not participate in wrap fee programs. 

Item 5. Fees and Compensation 

Criterion typically charges an annual fee of 1.25% or 1.5% (depending on liquidity terms) of a 
Fund’s assets under management, which is payable in quarterly installments at the beginning of 
each calendar quarter based on the net market value of each Fund’s account on the date the fee 
accrues and becomes payable.  Criterion also typically is allocated from each Investor a 
performance allocation equal to 17.5% or 20% (depending on liquidity terms) of net profits 
(including both realized and unrealized gains and losses) otherwise allocable to such Investor.  
Criterion’s Domestic Funds and Offshore Funds invest through their applicable Master Funds 
organized as limited partnerships, and such Master Funds pay Criterion management fees and 
allocate to it performance allocations with respect to the applicable Domestic Funds and 
Offshore Funds. Criterion in its role as investment adviser to the Funds, has in the past and may 
from time to time in the future agree to supplements, clarifications, or variations of the terms of a 
Fund’s offering, subscription, or organizational documents in “side letters” or similar agreements. 

Performance allocations are assessed in arrears on an annual basis, and are only applied to the 
portion of profits that exceeds the cumulative losses previously allocated to or incurred by clients.  
Criterion complies with Rule 205-3 under the Investment Advisers Act of 1940, to the extent 
required by applicable law.  Performance allocations may create an incentive for Criterion to 
make more risky and speculative investments than it would otherwise make. 



 

 

Criterion deducts management fees and performance allocations directly from client accounts. 

The disclosure in this Item 5, together with the disclosure in Item 12, allow a plan that is subject 
to the Employee Retirement Income Security Act of 1974 and that invests in an investment 
limited partnership of which Criterion is general partner, to use the “alternative reporting option” 
to report Criterion’s compensation as “eligible indirect compensation” on the Schedule C of the 
plan’s Form 5500 Annual Return/Report of Employee Benefit Plan. 

In all cases, expenses, the pro rata portion of the management fee and the performance allocation 
through the date of withdrawal or termination are charged to Investors.  An Investor who 
withdraws from a Fund on a date other than the last day of a quarter receives a refund of a pro 
rata portion of the management fee previously paid for that quarter and is charged a performance 
allocation with respect to the amount withdrawn for the period ending on the withdrawal date.   

Criterion bears its own operating and administrative costs and expenses and certain research 
costs, without reimbursement by the Funds.  Criterion provides the Funds with office space, 
utilities, research, clerical and administrative services, including payment of the salaries of all 
personnel providing these services.  The costs of some of these services may be paid, however, 
by brokerage firms to which Criterion directs the Funds’ securities trades, as discussed in Item 
12 below. 

The Funds bears all expenses incidental to their operation and securities transactions, including, 
without limitation, (a) all trading costs and expenses incurred by the Master Funds (such as 
brokerage commissions and charges, expenses relating to short sales, clearing and settlement 
charges, option premiums and custodial and service fees), (b) all interest and commitment fees 
on loans and debit balances (on margin or otherwise), (c) all costs and expenses of negotiating 
and entering into contracts and arrangements and making investments in the Master Funds (such 
as brokerage, legal, accounting, investment banking, appraisal and other professional and 
consulting fees and expenses arising from particular investments and potential investments), and 
similar expenses in terminating those contracts and arrangements and disposing of the Master 
Funds’ investments, (d) all costs and expenses incurred in attempting to protect or enhance the 
value of investments (including the costs of instituting and defending lawsuits), (e) all income 
taxes, withholding taxes, transfer taxes and other governmental charges and duties, (f) all fees 
and charges of custodians, clearing agencies and banks, (g) all legal, auditing, tax preparation 
and other professional, expert and consulting fees and expenses arising in connection with the 
Funds’ activities (including fees and expenses of counsel for the Funds, Criterion or its officers 
and managers arising in connection with their services to the Funds), (h) certain research costs 
and costs of quotation services and equipment and news wire services, (i) all fees, costs and 
expenses of accounting, auditing and recordkeeping services of each Fund’s administrator or any 
similar service provider retained by a Fund or Criterion to assist it in performing these services 
for the Fund, (j) all fees, costs and expenses of offering and selling Fund interests (including, 
without limitation, legal and accounting fees and expenses, and governmental and self-regulatory 
agency filing fees, costs and expenses), (k) all premiums and other costs and expenses of 
insurance policies as Criterion considers appropriate, insuring the Funds, Criterion and their 
affiliates against liabilities in connection with the business or management of the Funds, (l) the 
fees and expenses of each Fund’s directors (as applicable), (m) the costs of maintaining certain 
Funds’ registered office in the Cayman Islands or any other jurisdiction, (n) the costs of 



 

 

maintaining any appropriate registrations of the Funds, (o) any contingencies for which the 
Funds or Criterion determines reserves are required and (p) any extraordinary expenses (such as 
litigation expenses).  The Domestic Funds and the Offshore Funds also bear their proportionate 
share of the foregoing costs and expenses incurred by their applicable Master Funds. 

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

Criterion generally manages only accounts that pay performance-based compensation as 
described in Item 5.  It does not manage accounts that do not pay performance-based 
compensation, except for certain accounts of Criterion’s principals, employees and ex-employees.  
As a result, Criterion and its affiliates do not face certain conflicts of interest that may arise when 
an investment adviser accepts performance-based fees from some clients, but not from other 
clients. 

Item 7. Types of Clients 

Criterion currently provides investment advice to the Funds. 

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

Investment Strategies 

Criterion’s investment strategies all seek long-term capital appreciation but differ with respect to 
their degrees of concentration and risk exposure.  Each Criterion strategy involves investing, 
long and short, in a diversified portfolio of public equities selected primarily from the global 
technology, media and telecommunications sectors.   

Criterion utilizes a fundamental research process, performing deep due diligence to select 
investments that it believes meet compelling risk/reward thresholds.   Criterion selects 
investments based on the principle that earnings and/or cash flow ultimately determine security 
prices.  

Criterion constructs long portfolios for clients based primarily on a bottom-up, fundamental 
research process aimed at identifying companies that are positioned to generate excess revenue, 
cash flow and/or earnings at a rate higher than is expected.  Criterion’s fundamental research 
may include conversations with management, customer, channel and supplier reference checks, 
senior management reference checks and conversations with outside research firms and/or sell-
side analysts. 

Criterion combines fundamental research with balance sheet and cash flow analysis to construct 
short portfolios for its clients.  A database of short-sale candidates with weak quality of earnings 
characteristics is generated through automated screening programs and manual financial 
statement reviews, while fundamental research efforts focus on identifying sectors or individual 
companies whose fundamentals are deteriorating, as well as specific catalysts that Criterion 
believes will cause a company’s stock price to decline. 

The investment strategies summarized above are general in nature and are not exhaustive.  
Except as specified in any client account agreement, Criterion may use any trading or investment 



 

 

techniques, whether or not contemplated by the expected investment strategies described above, 
that it considers appropriate and in clients’ interest. 

Risk Factors 

Investing in securities involves risk of loss that clients should be prepared to bear.  Below are 
some of the risks that investors should consider before investing in any fund or account that 
Criterion manages.  Any or all of these risks could materially and adversely affect investment 
performance, and could cause investors to lose substantial amounts of money.  Below is only a 
brief summary of some of the risks that a client or investor may encounter.  Potential investors in 
a fund should review the fund’s offering circular or private offering memorandum carefully, 
consult with their professional advisers, and discuss with Criterion’s representatives any 
questions they have before deciding whether to invest.   

Investment Risks – General.  Criterion causes the Domestic Funds and Offshore Funds to 
invest all of their investible capital in the applicable Master Funds, which in turn invest in 
securities and other intangible investment instruments, engage in short sales of securities and 
trade in publicly traded and over-the counter options.  While most of these instruments are 
expected to be traded in public markets, markets for such instruments in general fluctuate and the 
market value of any particular investment may vary substantially.  In addition, some such 
securities may be issued by unseasoned companies and may be highly speculative.  The portfolio 
may not generate any income or appreciate in value, and the Master Funds may not be able to 
realize any appreciation that may occur.   

Criterion can never learn all relevant information regarding a company or a security.  Further, 
Criterion may misinterpret or incorrectly analyze the information that it has about a particular 
company or security.  These and other factors may cause Criterion to (a) invest in securities at 
times that will lead to losses in a Fund’s portfolio and may cause an Investor to lose a significant 
portion of its investment in the Fund or (b) refrain from investing in particular securities at times 
that would have resulted in gains in the Fund’s portfolio if Criterion had caused the Fund to 
invest. 

Concentration of Investments; Volatility.  The market risk and volatility to which a 
concentrated portfolio is exposed generally is greater than, and may be substantially greater than, 
the market risk and volatility of a diversified portfolio.  The Funds’ portfolios are expected to be 
concentrated in the technology, media and telecommunications sectors.  Such concentration 
increases volatility and risk.  Moreover, certain Funds’ portfolios may be comprised at times of 
only a small number of companies.  As a result, such Funds’ portfolios may be more susceptible 
to fluctuations in value than a diverse portfolio would be.  In addition, no minimum level of 
capital is required to be maintained by the Funds.  As a result of losses or redemptions, the Funds 
may not have sufficient funds to implement their objectives or to diversify their investments even 
to the limited extent desired or currently contemplated by Criterion.   

Investing in Technology Companies.  Investing in securities and other instruments of 
technology companies involves substantial risks.  These risks include:  the fact that certain 
companies in the portfolio of the Funds may have limited operating histories; rapidly changing 
technologies and products which may quickly become obsolete; cyclical patterns in information 



 

 

technology spending which may result in inventory write-offs, cancellation of orders and 
operating losses; scarcity of management, engineering and marketing personnel with appropriate 
technological training; the possibility of lawsuits related to technological patents; changing 
investors’ sentiments and preferences with regard to technology sector investments (which are 
generally perceived as risky) with their resultant effect on the price of underlying securities; and 
volatility in the U.S. stock markets affecting the prices of technology company securities, which 
may cause the performance of the Funds to experience substantial volatility. 

Limited Liquidity of Investments.  Although Criterion will cause the Funds to engage in 
investments that are generally liquid, it may from time to time cause the Funds to invest in thinly 
traded and relatively illiquid securities, securities that may not be traded at the time the Funds 
invest, and securities that may cease to be traded after the Funds invest.  Criterion also may 
occasionally cause the Funds to acquire significant positions in some securities.  In such cases 
and in the event of extreme market activity, Criterion may not be able to liquidate the Funds’ 
investments promptly if necessary.  In addition, the Funds’ sales of thinly traded securities could 
depress the market value of those securities and thereby reduce the Funds’ profitability or 
increase its losses.  Criterion may not be able to resell, close or cover some of the Funds’ 
positions for extended periods, which may be several years, or at all.  This illiquidity could affect 
the Funds’ gain or loss materially and adversely. 

Criterion’s investments on behalf of the Funds in securities that present liquidity issues, although 
infrequent, may involve significant business and financial risk and can result in substantial or 
complete loss.   

Short Sales.  Criterion may cause the Funds to sell securities short.  A short sale results in a gain 
if the price of the securities sold short decline between the date of the short sale and the date on 
which securities are purchased to replace those borrowed.  A short sale results in a loss if the 
price of the securities sold short increases.  Any gain is decreased, and any loss is increased, by 
the amount of any payment, dividend or interest that the applicable Fund may be required to pay 
with respect to the borrowed securities, offset (wholly or partly) by short interest credits.  In a 
generally rising market, the short positions that Criterion has caused the Funds to acquire 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. 

To make a short sale, Criterion must cause the Funds to borrow the securities being sold short.  It 
may be impossible to borrow securities at the most desirable time to make a short sale, 
particularly in illiquid securities markets.  In addition, special rules, which differ from 
jurisdiction to jurisdiction, apply to short sales.  If the prices of securities sold short increase, 
Criterion may be required to cause the Funds to provide additional funds or collateral to maintain 
the short positions.  This could require Criterion to liquidate other Fund investments to provide 
additional collateral.  Such liquidations might not be at favorable prices.  Further, the lender can 
request the return of the borrowed securities and the Funds may not be able to borrow those 
securities from other lenders.  This would cause a “buy-in” of the short position, which may be 
disadvantageous to the Funds.   



 

 

Some market participants seek to exploit short-sellers such as Criterion (and, by extension, the 
Funds) by identifying and buying large quantities of securities that are significantly shorted in an 
attempt to benefit from the price increase that the participants expect when the short sellers buy 
the securities to cover the short sales.  If these so-called “short squeezes” are executed 
successfully, as described above, Criterion may be required to cause the Funds to cover their 
short positions at a disadvantageous time regardless of Criterion’s view of the true value of the 
securities, thereby causing significant losses. 

General Risks of Leverage.  Criterion may cause the Funds to use leverage by engaging in short 
sales, borrowing on margin, entering into swaps and other derivative contracts and other 
leveraging strategies.  Such leverage increases the risk of loss and volatility.  In addition, using 
leverage requires Criterion to pledge the Funds’ assets as collateral.  Margin calls or changes in 
margin requirements can require Criterion to pledge the Funds’ additional collateral or liquidate 
their holdings, which could require the Funds to sell portfolio securities at substantial losses that 
they otherwise would not realize. 

Options and Futures.  Criterion may cause the Funds to trade in exchange-traded and over-the-
counter derivatives, including, but not limited to, futures, swaps, options and contracts for 
differences.  These instruments can be highly volatile and expose the Funds to a high risk of loss.  
The low initial margin deposits normally required to establish a position in such instruments 
permit a high degree of leverage.  As a result, depending on the type of instrument, a relatively 
small change in the price of the contract may result in a profit or a loss that is high in proportion 
to the Funds’ funds actually placed as initial collateral and may result in unquantifiable further 
loss exceeding any collateral deposited.  These changes are extremely difficult to predict.   

In addition, if Criterion causes the Funds to purchase options that it does not cause the applicable 
Funds to sell or exercise, it will lose the premium paid in such purchase.  If Criterion causes the 
Funds to sell call options and must deliver the underlying securities at the option strike price, the 
Funds theoretically have an unlimited risk of loss if the price of such underlying securities 
increases.  If Criterion causes the Funds to sell put options and the Funds must therefore buy the 
underlying securities, the Funds risk the loss of the difference between the market price of the 
underlying securities and the option strike price.  Further, if Criterion causes the Funds to sell 
meaningfully out-of-the-money put or call contracts, the Funds may incur substantial losses if 
these contracts unexpectedly progress into-the-money.  Any gain or loss from the sale or exercise 
of an option is reduced or increased, respectively, by the amount of the premium paid.  The 
expenses of option investing include commissions payable on the purchase and on the exercise or 
sale of an option.  Criterion may also cause the Funds to sell covered and uncovered options on 
securities.  To the extent that such options are uncovered, the Funds could incur an unlimited loss. 

Daily limits on price fluctuations and speculative position limits on exchanges may prevent 
prompt liquidation of positions resulting in potentially greater losses.  Transactions in over-the-
counter contracts may involve additional risk as there is no exchange market on which to close 
out an open position.  It may be impossible to liquidate an existing position, to assess the value 
of a position or to assess the exposure to risk. Contractual asymmetries and inefficiencies can 
also increase risk, such as break clauses, whereby a counterparty can terminate a transaction on 
the basis of a certain reduction in the Funds’ net asset value, incorrect collateral calls or delays in 
collateral recovery. 



 

 

Special risks are associated with using derivatives.  Deciding whether, when and how to use 
derivatives involves different skills and judgment than those needed to select portfolio securities.  
Even a well-conceived transaction may be unsuccessful to some degree because of market 
behavior, currency fluctuations or interest rate trends. If Criterion incorrectly forecasts market 
values or other relevant factors, the Funds may be in a worse position than if Criterion had not 
engaged in derivatives transactions.  When derivatives are used for hedging, there may be no 
correlation between price movements in the derivative and in the portfolio securities being 
hedged.  A lack of correlation could result in a loss on both the hedged securities and the hedging 
vehicle, so that the Funds’ return might have been better had Criterion not attempted to hedge.   

Derivative instruments can be difficult to value accurately.  Any mistaken valuation could 
adversely affect one or more Investors. 

Risk of Default by Counterparties, Brokers and Exchanges.  The Funds will be exposed to 
the credit risk of the counterparties with which, or the brokers, dealers and exchanges through 
which, Criterion causes them to deal, whether they engage in exchange-traded or off-exchange 
transactions.  Criterion may subject the Funds to risk of loss of their assets on deposit with a 
broker in the event of the broker’s bankruptcy, the bankruptcy of any clearing broker through 
which the broker executes and clears transactions on behalf of the Funds, or the bankruptcy of an 
exchange clearing house. 

Criterion will cause the Funds to effect transactions in “over-the-counter” or “interdealer” 
markets.  Participants in these markets typically are not subject to credit evaluation and 
regulatory oversight as are members of “exchange-based” markets.  To the extent that Criterion 
causes the Funds to invest in swaps, derivatives or synthetic instruments, or other over-the-
counter transactions in these markets, the Funds may take a credit risk with regard to parties with 
which they trade and also may bear the risk of settlement default.  These risks may differ 
materially from those involved in exchange-traded transactions, which generally are 
characterized by clearing organization guarantees, daily marking-to-market and settlement, and 
segregation and minimum capital requirements applicable to intermediaries.  Transactions 
entered into directly between two counterparties generally do not benefit from these protections, 
which in turn may subject the Funds to the risk that a counterparty will not settle in accordance 
with agreed terms and conditions because of a dispute over the terms of the contract or because 
of a credit or liquidity problem.  Such “counterparty risk” is increased for contracts with longer 
maturities when events may intervene to prevent settlement.  Criterion’s ability to transact 
business on behalf of the Funds with any one or any number of counterparties, the lack of any 
independent evaluation of the counterparties or their financial capabilities, and the absence of a 
regulated market to facilitate settlement, may increase the Funds’ potential for losses. 

Contract Default Risk.  Criterion has engaged in contractual agreements on behalf of the Funds 
with various counterparties, including brokers, custodians and the Fund administrators, to 
perform various functions or effect certain transactions for or on behalf of the Funds.  These 
entities may not be subject to credit evaluation and regulatory oversight and may default on their 
obligations, which could adversely affect the Funds and the Investors. 

Securities Lending and Borrowing.  Criterion may cause the Funds to lend securities to 
securities brokers and other institutions to earn additional income, or borrow securities from 



 

 

securities brokers or other institutions to enable short sales.  If the other party becomes insolvent 
or bankrupt, the Funds could experience delays and costs in recovering payment or the securities.  
If, in the meantime, the value of the securities changes, the Funds could experience further losses.  
Security loans must be fully collateralized, and Criterion may misjudge the creditworthiness of 
the other party to the transaction. 

Stock Index Futures.  Using stock index futures for hedging involves several risks.  Price 
movement in the stock index and price movements in the securities that are the subject of the 
hedge do not always correlate.  Positions in futures contracts may be closed out only on the 
exchange on which they were entered into or through a linked exchange, and there is no 
secondary market for those contracts.  In addition, there may be no active market for the 
contracts at any particular time.  Some exchanges do not permit trading in particular contracts at 
prices that fluctuate more than a set limit in any day.  If prices fluctuate during a single day 
beyond those limits, Criterion may not be able to liquidate the Funds’ unfavorable positions 
promptly and may lose money. 

Risks of Non-U.S. Investments.   

(a) Generally.  Criterion may cause the Funds to invest in securities of non-U.S. companies, 
which may be denominated in U.S. or non-U.S. currencies, and may use forward non-U.S. 
currency exchange contracts, which involve unusual risks not typically associated with investing 
in U.S. companies.  These risks include, but are not limited to, less public information available 
regarding non-U.S. issuers, limited liquidity of non-U.S. securities and political risks associated 
with the countries in which non-U.S. securities are traded and the countries where non-U.S. 
issuers are located.  Individual non-U.S. economies may differ unfavorably from the U.S. 
economy in gross national product growth, inflation rate, savings rate and capital reinvestment, 
resource self-sufficiency and balance of payments positions, and in other respects.  Criterion may 
cause the Funds to invest in securities of non-U.S. governments (or agencies or subdivisions 
thereof), and some or all of the foregoing considerations also may apply to those investments. 

(b) Developing Countries.  The risks of non U.S. investments typically are greater in less 
developed countries, sometimes referred to as emerging markets. For example, political and 
economic structures in these countries may be less established and may change rapidly. These 
countries also are more likely to experience high levels of inflation, deflation or currency 
devaluation, which can harm their economies and securities markets and increase volatility. 
Restrictions on currency trading that may be imposed by developing countries will have an 
adverse effect on the value of the securities of companies that trade or operate in such countries.  

(c) Political Risks.  Many of the non U.S. companies in which Criterion causes the Funds to 
invest, directly or indirectly, may be particularly exposed to the risk of political change and 
governmental action.  In some non-U.S. countries, there is the possibility of expropriation or 
confiscatory taxation, limitations on removing funds or other Fund assets, political or social 
instability, or diplomatic developments that could materially and adversely affect the value and 
marketability of the Funds’ investments in those countries. 

(d) Non-U.S. Investment Limitations.  Some of the countries in which Criterion causes the 
Funds to invest, directly or indirectly, may have laws and regulations that currently preclude or 



 

 

severely restrict direct foreign investment in securities of their companies.  Indirect foreign 
investment may, however, be permitted through investment funds that have been specifically 
authorized for that purpose.  Because of the limited number of authorizations granted in such 
countries, however, units or shares in most of the investment funds authorized in those countries 
may at times trade at a substantial premium over the value of their underlying assets.  There can 
be no certainty that these premiums will be maintained and if the restrictions on direct foreign 
investment in the relevant country were significantly liberalized, premiums might be reduced, 
eliminated altogether or turned into a discount. 

(e) Non-U.S. Securities Regulation.  The securities of non-U.S. issuers held by the Funds 
generally are not registered under, nor are the issuers thereof subject to the reporting 
requirements of, U.S. securities laws and regulations.  Accordingly, there may be less publicly 
available information about these securities and about the non-U.S. company or government 
issuing them or the board of trade clearing them than is available about a U.S. company, 
government entity or board of trade.  Non-U.S. companies and boards of trade generally are not 
subject to accounting, auditing and financial reporting standards, practices and requirements 
comparable to those applicable to U.S. companies.  Further, government supervision of stock 
exchanges, boards of trade, securities brokers and issuers of securities is generally less stringent 
than supervision in the U.S.  The investments also may be subject to withholding taxes imposed 
by the applicable country’s taxing authority. 

(f) Limited Liquidity of Non-U.S. Securities.  Securities of some non-U.S. companies are 
less liquid and their prices are more volatile than securities of comparable U.S. companies.  
Investing in non-U.S. securities creates a greater risk of securities clearance and settlement 
problems. 

(g) Non-U.S. Currency Risks.  Criterion causes the Funds to hold cash in U.S. Dollars to 
meet expenses and may hold cash in other currencies for hedging or investment purposes or to 
meet settlement requirements for non-U.S. securities.  The Funds may be affected unfavorably 
by exchange control regulations or changes in the exchange rate between such currencies and the 
U.S. Dollar.  Changes in non-U.S. currency exchange rates influence values within the Funds’ 
portfolios from the perspective of U.S. investors.  Changes in non-U.S. currency exchange rates 
also may affect the value of dividends and interest earned, gains and losses realized on the sale of 
securities and the Funds’ net investment income and gains, if any.  The exchange rate between 
the U.S. Dollar and other currencies is determined by the forces of supply and demand in the 
non-U.S. exchange markets.  These forces are affected by the international balance of payments 
and other economic and financial conditions, government intervention and other political and 
diplomatic conditions, speculation and other factors. 

Economic Conditions.  Changes in economic conditions, including, for example, interest rates, 
credit availability, inflation rates, industry conditions, government regulation, competition, 
technological developments, political and diplomatic events and trends, tax and other laws and 
innumerable other factors, can affect the Funds’ investments and prospects materially and 
adversely.  None of these conditions is within Criterion’s control, and it may not anticipate these 
developments.  These factors may affect the volatility of securities prices and the liquidity of the 
Funds’ investments.  Unexpected volatility or illiquidity could impair the Funds’ profitability or 
result in losses. 



 

 

No Control over Portfolio Issuers.  Criterion may cause the Funds to acquire substantial 
positions in the securities of particular companies, but the Funds are unlikely to be represented 
on the boards of directors or creditors’ committees, or share any control over the management of 
such companies.  The success of each investment generally depends on the ability and success of 
the management of that company, in addition to economic and market factors.  The principals of 
Criterion may serve on creditors’ committees or boards of directors, when Criterion deems it 
appropriate.  These efforts would consume significant time and attention.  They may also lead to 
losses in the portfolio or lost investment opportunities because Criterion’s focus on other 
portfolio positions may diminish, or because such involvement may result in restrictions on 
Criterion’s ability to make or liquidate investments. 

Fundamental Analysis.  Criterion’s investment process is based on fundamental analysis.  Data 
on which fundamental analysis relies may be inaccurate or may be generally available to other 
market participants.  To the extent that any such data are inaccurate or that other market 
participants have developed, based on such data, trading strategies similar to Criterion’s trading 
strategies, the Funds may not be able to realize their investment goals.  In addition, fundamental 
market information is subject to interpretation.  To the extent that Criterion misinterprets the 
meaning of certain data, the Funds may incur losses. 

Investing in Companies with Small and Medium-Sized Market Capitalization.  Investment 
in small and medium-sized companies involves higher risk than investing in larger, more 
established companies, because smaller companies may lack the management experience, 
financial resources, product diversification, markets, distribution channels and competitive 
strengths of larger companies.  In addition, in many instances, the frequency and volume of 
trading of securities of smaller companies is substantially less than is typical of larger companies, 
and the securities of smaller companies may be subject to radical price fluctuations.  The spreads 
between the bid and asked prices of the securities of companies in the U.S. over-the-counter 
markets typically are larger, and may be substantially larger, than the spreads for more actively 
traded securities listed on national exchanges.  The Funds could incur a loss if Criterion causes 
the Funds to sell such securities a short time after acquiring them.  When making a large sale, 
Criterion may cause the Funds to sell a security at a discount from quoted prices or may make a 
series of small sales over an extended period, because of the limited trading volume of smaller 
company securities, which could reduce the total proceeds of the sales. 

Investing in Emerging Growth Companies.  Companies in rapidly changing fields face special 
risks.  Neither Criterion, the Funds, nor the companies in which the Funds invest have any 
significant control over the pace of developments.  Among other things, a company may fail to 
acquire or develop necessary technology or products, it may acquire the rights to or develop a 
technology or product that is rendered obsolete by other developments or its product or service 
may not prove to be commercially successful.  Some industries may be subject to greater 
governmental regulation than other areas and changes in governmental policies and the need for 
regulatory approvals may materially and adversely affect these industries. 

Competition.  Numerous risk capital investors, many or most of which are much larger and 
more experienced than Criterion, will be competing with Criterion (and, by extension, the Funds) 
for desirable investment opportunities.  Because of this competition and if the Funds do not have 



 

 

available capital, Criterion might not be able to cause the Funds to participate in attractive 
investments that would otherwise be available to them. 

Information Sources.  Criterion selects positions for the Funds in part based on information 
filed by the issuers of securities with the SEC and other regulatory authorities, or made available 
to Criterion by the issuers or by others.  Criterion cannot confirm the completeness, genuineness 
or accuracy of such information, and, in some cases, complete and accurate information is not 
readily available. 

Risk of Asset Growth.  The assets under management of Criterion were approximately $2.7 
billion as of February 28, 2015.  Significant growth of the assets that Criterion manages could 
adversely affect the Funds’ investment performance.  It becomes more difficult to find attractive 
investment opportunities as the amount of assets that Criterion must invest increases.  In such 
case, Criterion may find it necessary to invest in a greater number of companies than it currently 
intends, which could dilute its focus on individual companies, impair its ability to monitor 
existing and potential investments, and result in investments in companies that it otherwise 
would not select.  In addition, with greater assets to invest, it becomes increasingly difficult for 
Criterion (on behalf of the Funds) to make investments large enough to be meaningful to the 
Funds’ overall portfolios. 

Inside Information.  In rare cases, Criterion may, in the course of its research and 
communications with the management of portfolio companies, inadvertently receive “inside” 
information that restricts Criterion’s ability to cause the Funds to buy or sell securities of that 
company for substantial periods of time when profit could otherwise be realized or losses 
diminished.  Thus, any such activity may adversely affect the Funds’ flexibility with respect to 
buying or selling securities of any such company. 

THE FOREGOING RISK FACTORS ARE NOT A COMPLETE EXPLANATION OF 
THE RISKS INVOLVED IN THIS OFFERING.  A POTENTIAL INVESTOR MUST 
READ THE ENTIRE PRIVATE OFFERING MEMORANDUM, WHICH INCLUDES 
ITS APPENDICES AND EXHIBITS, AND MUST CONSULT SUCH INVESTOR’S OWN 
FINANCIAL, ACCOUNTING, TAX AND OTHER ADVISERS BEFORE DECIDING 
WHETHER TO INVEST IN THE FUND. 

Item 9. Disciplinary Information 

This Item is not applicable, because Criterion has no reportable disciplinary information. 

Item 10. Other Financial Industry Activities and Affiliations 

This Item is not applicable, because Criterion has no reportable other financial industry activities 
or affiliations. 

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

Criterion has adopted a Code of Ethics in compliance with Rule 204A-1 under the Investment 
Advisers Act of 1940, that establishes standards of conduct for Criterion’s supervised persons.  



 

 

The Code of Ethics includes general requirements that Criterion’s supervised persons comply 
with their fiduciary obligations to clients and applicable securities laws, and specific 
requirements relating to, among other things, personal trading, insider trading, conflicts of 
interest and confidentiality of client information.  It requires supervised persons to comply with 
the personal trading restrictions described below and periodically to report their personal 
securities transactions and holdings to Criterion’s Compliance Officer, and requires the 
Compliance Officer to review those reports.  It also requires supervised persons to report any 
violations of the Code of Ethics promptly to the Compliance Officer.  Each supervised person of 
Criterion receives a copy of the Code of Ethics and any amendments to it and must acknowledge 
in writing having received those materials.  Annually, each supervised person must certify that 
he or she complied with the Code of Ethics during the preceding year.  Clients and prospective 
clients may obtain a copy of Criterion’s Code of Ethics by contacting Hillary Dwight at (415) 
834-3500.  

Under Criterion’s Code of Ethics, Criterion’s managers, members and employees may not invest 
for personal accounts in individual securities, except that they may sell positions they purchased 
before the adoption of the current personal trading policy, with pre-approval by the Compliance 
Officer.  Such persons may invest in ETFs with pre-approval by the Compliance Officer, and in 
mutual funds without pre-approval.  Criterion and such persons may buy or sell instruments for 
their own accounts based on personal investment considerations aside from company or industry 
fundamentals, which Criterion does not believe appropriate to buy or sell for clients. 

 

Because Criterion manages more than one account, there may be conflicts of interest over its 
time devoted to managing any one account and allocating investment opportunities among all 
accounts that it manages.  For example, Criterion selects investments for each client based solely 
on investment considerations for that client.  Different clients may have differing investment 
strategies and expected levels of trading.  Criterion may buy or sell a security for one type of 
client but not for another, or may buy (or sell) a security for one type of client while 
simultaneously selling (or buying) the same security for another type of client.  Criterion 
attempts to resolve all such conflicts in a manner that is generally fair to all of its clients.  
Criterion may give advice to, and take action on behalf of, any of its clients that differs from the 
advice that it gives or the timing or nature of action that it takes on behalf of any other client so 
long as it is Criterion’s policy, to the extent practicable, to allocate investment opportunities to 
its clients fairly and equitably over time.  Criterion is not obligated to acquire for any account 
any security that Criterion or its managers, members or employees may acquire for its or their 
own accounts or for any other client, if in Criterion’s absolute discretion, it is not practical or 
desirable to acquire a position in such security for that account. 

Item 12. Brokerage Practices 

Criterion has complete discretion in selecting the broker or futures commission merchant that it 
uses for client transactions and the commission rates that clients pay such brokers and futures 
commission merchants.  In selecting a broker or futures commission merchant for any 
transaction or series of transactions, Criterion may consider a number of factors, including, for 
example: 



 

 

  net price; 
  financial strength and stability; 
  efficiency of execution and error resolution; 
  block trading and block positioning capabilities; 
  willingness to execute related or unrelated difficult transactions in the future; 
  special execution capabilities; 
  order of call; 
  offering on-line access to computerized data regarding clients’ accounts; 
  computer trading systems; and 
  the availability of stocks to borrow for short trades.   
 
Criterion may also purchase from a broker or futures commission merchant or allow a broker or 
futures commission merchant to pay for the following (each a “soft dollar” relationship): 

  research reports, services and conferences, including third-party research consultants; 
  technical data; 
  periodical subscriptions; 
  consultations; 
  performance measurement data; 
  on-line pricing; 
  news wire and data processing; and 
  quotation services. 
 

Criterion may receive soft dollar credits based on principal, as well as agency, securities 
transactions with brokers and futures commission merchants or direct a broker or futures 
commission merchant that executes transactions to share some of its commissions with a broker 
or futures commission merchant that provides soft dollar benefits to Criterion.   

During Criterion’s last fiscal year, it acquired the following types of products and services with 
client brokerage commissions or markups:    

  newswire services 

  research services 

  pricing services 

Criterion retains selected brokerage firms to serve as the prime brokers and custodians for 
investment funds that Criterion manages.  The services that the custodians provide as prime 
brokers may include custody, clearing, settlement and stock borrowing in accordance with the 
terms of the prime brokerage agreements.  The custodians have custody of most of the funds’ 
assets and provide Criterion with other services, which may include capital introduction services, 
portfolio reporting reconciliation, and access to electronic communication networks.  Although 
many prime brokers provide similar services to investment advisers in exchange for brokerage, 
custody and clearance fees and other charges, if Criterion did not receive these services from the 



 

 

custodians, Criterion would be required to pay for all or some portion of them.  Criterion is not 
required to direct a particular number of trades to the custodians or to continue to use them as 
custodians, but it has an incentive to do so based on the custodians’ prior and continued services. 

Section 28(e) of the Securities Exchange Act of 1934 provides a “safe harbor” to investment 
advisers who use commission dollars of their advised accounts to obtain investment research and 
brokerage services that provide lawful and appropriate assistance to the adviser in performing 
investment decision-making responsibilities.  Conduct outside of the safe harbor of section 28(e) 
is subject to the traditional standards of fiduciary duty under state and federal law.  Criterion uses 
its reasonable best efforts to ensure that commission dollars are used only to pay for products or 
services that fall within the section 28(e) safe harbor.   

Criterion may pay to a broker or futures commission merchant commissions and mark-ups that 
exceed those that another broker or futures commission merchant might charge for effecting the 
same transaction because of the value of the brokerage, research, other services and soft dollar 
relationships that such broker or futures commission merchant provides.  Criterion determines in 
good faith that such compensation is reasonable in relation to the value of such brokerage, 
research, other services and soft dollar relationships, in terms of either the specific transaction or 
Criterion’s overall fiduciary duty to its clients.  An account may, however, pay higher 
commissions and mark-ups than are otherwise available or may pay more commissions or mark-
ups based on account trading activity.  The research and other benefits resulting from Criterion’s 
brokerage relationships benefit Criterion’s operations as a whole and all accounts that it manages, 
including those that do not generate the soft dollars that pay for such research and other benefits 
and accounts of clients that direct Criterion to use a broker or futures commission merchant that 
does not provide Criterion with soft dollar services.  Criterion does not allocate soft dollar 
benefits to client accounts proportionately to the soft dollar credits that the accounts generate. 

Criterion’s relationships with brokers and futures commission merchants that provide soft dollar 
services influence Criterion’s judgment and create conflicts of interest in allocating brokerage 
business between firms that provide soft dollar services and firms that do not.  Criterion has an 
incentive to select or recommend a broker or futures commission merchant based on Criterion’s 
interest in receiving soft dollar services rather than clients’ interest in receiving the most 
favorable execution.  These conflicts of interest are particularly influential to the extent that 
Criterion uses soft dollars to pay expenses it would otherwise be required to pay itself.   

Criterion addresses these conflicts of interest by periodically evaluating the trade execution 
services that Criterion receives from the brokers and futures commission merchants that it uses to 
execute trades for clients.  Such evaluation includes comparing those services to the services 
available from other brokers and futures commission merchants.  Criterion considers, among 
other things, alternative market makers and market centers, the quality of execution services, the 
value of continuing with various soft dollar services and adding or removing brokers or futures 
commission merchants, increasing or decreasing targets for each broker or futures commission 
merchant and the appropriate level of commission rates.   

Criterion may aggregate securities sale and purchase orders for a client with similar orders being 
made contemporaneously for other accounts that Criterion manages or with accounts of its 
affiliates.  In such event, Criterion may charge or credit a client the average transaction price of 



 

 

all securities purchased or sold in such transactions.  As a result, however, the price may be less 
favorable to the client than it would be if Criterion were not executing similar transactions 
concurrently for other accounts.  Criterion may also cause a client to buy or sell securities 
directly from or to another client, if such a cross-transaction is in the interests of both clients. 

Item 13. Review of Accounts 

Christopher Lord, David Riley or Tomoko Fortune, Criterion’s portfolio managers, review all 
accounts at least weekly.  Those reviews take into account such matters as asset allocation, cash 
management, the prospects of individual securities, changes in issuer earnings, industry outlook, 
market outlook and price levels.  Each account receives a monthly letter stating performance for 
the month and an annual letter discussing annual performance and investment outlook. 

Item 14. Client Referrals and Other Compensation 

This Item is not applicable, because Criterion does not engage solicitors or otherwise compensate 
third parties for client referrals. 

Item 15. Custody 

Criterion is deemed to have custody of client funds and securities because it has the authority to 
obtain client funds or securities, for example, by deducting advisory fees from a client’s account 
or otherwise withdrawing funds from a client’s account.  Account statements related to the 
clients are sent by qualified custodians to the Criterion.  

Criterion is subject to Rule 206(4)-2 under the Advisers Act (the “Custody Rule”).  However, it 
is not required to comply (or is deemed to have complied) with certain requirements of the 
Custody Rule with respect to each Fund because it complies with the provisions of the so-called 
“Pooled Vehicle Annual Audit Exception”, which, among other things, requires that each Fund 
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 each Fund distribute its audited financial statements to all Investors within 120 days 
of the end of its fiscal year. 

Item 16. Investment Discretion 

Criterion has discretionary authority to manage the investment accounts of its investment funds 
pursuant to a grant of authority in each fund’s limited partnership agreement or investment 
management agreement.  

Item 17. Voting Client Securities 

Criterion will vote proxies on behalf of each client account which it has proxy voting authority in 
accordance with its fiduciary duty to its clients. Criterion has retained ISS Governance Services 
(“ISS”) to assist in the proxy voting process.  On behalf of Criterion, ISS will vote proxies (other 
than those whose vote is directed by a Criterion client) in accordance with the guidelines set 
forth in ISS’s proxy voting guidelines.   
 



 

 

If ISS has a material conflict of interest with the company whose proxy is at issue, it will not 
provide a voting recommendation but will instead refer the proxy to Criterion to decide how to 
vote.  Criterion will normally vote such proxies in accordance with ISS’s proxy voting guidelines.  
 
On rare occasions, Criterion may determine that it is in the best interest of its clients to depart 
from ISS’s proxy voting guidelines when voting a particular proxy.  In making this 
determination and deciding how to vote the proxy, Criterion will consider a number of factors, 
including: 

  the proposal’s economic effect on shareholder value; 
  the threat that the proposal poses to existing rights of shareholders; 
  the dilution of existing shares that would result from the proposal; 
  the effect of the proposal on management or director accountability to shareholders; and 
  if the proposal is a shareholder initiative, whether it wastes time and resources of the 

company or reflects the grievance of one individual.  
  
However, in any case in which Criterion determines that a material conflict of interest exists 
between Criterion and its client with respect to a vote, it will vote the proxy in accordance with 
ISS’s guidelines.   In such case, if a proxy proposal is not addressed by ISS’s proxy voting 
guidelines, the CFO will consult with Criterion’s outside counsel to determine the appropriate 
course of action 
 
Criterion may instruct ISS not to vote a proxy if Criterion deems that abstinence is in its clients’ 
best interests. The CFO will prepare and maintain memoranda describing the rationale for any 
instance in which Criterion elects not to vote a proxy.  
 
A client can obtain a copy of Criterion’s proxy voting policy and a record of votes cast on behalf 
of that client by contacting Criterion. 

Class Actions 

As a fiduciary, Criterion always seeks to act in Clients’ best interests with good faith, loyalty, 
and due care. Criterion’s standard advisory contract authorizes the Company to direct Client 
participation in class actions. Through its service provider Battea Class Action Services, LLC 
(“Battea”), Criterion will determine whether Clients will (a) participate in a recovery achieved 
through a class action, or (b) opt out of the class action and separately pursue their own remedy. 
Battea oversees the completion of Proof of Claim forms and any associated documentation, the 
submission of such documents to the claim administrator, and the receipt of any recovered 
monies. Battea will maintain documentation associated with Clients’ participation in class 
actions. 
 

Item 18. Financial Information 

Criterion is not required to include a balance sheet for its most recent fiscal year, is not aware of 
any financial condition reasonably likely to impair its ability to meet contractual commitments to 
clients, and has not been the subject of a bankruptcy petition at any time during the past ten years. 



 

 

Item 19. Requirements for State-Registered Advisers 

This Item is not applicable.   


