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This brochure provides information about the qualifications and business practices of 

Archstone Management Company, LLC and A.P. Management Company, LLC (together, 

referred to herein as, “Archstone”).  If you have any questions about the contents of this 

brochure, please contact the Chief Compliance Officer, Rinarisa Coronel DeFronze, at 

rdefronze@archstonepartners.com or 212.201.0500.  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 Archstone also is available on the SEC’s website at 

www.adviserinfo.sec.gov.  

 

Each Archstone entity is registered as an investment adviser with the SEC under the U.S. 

Investment Advisers Act of 1940, as amended (the “Advisers Act”).  SEC registration does 

not imply a certain level of skill or training. 

 

This Brochure is neither an offer to sell nor a solicitation of an offer to buy shares or limited 

partnership interests in any of the investment funds sponsored, managed, or advised by 

Archstone. An offer of such funds can only be made through the offering materials for the 

relevant investment fund and only in jurisdictions in which such an offer would be lawful. 
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ITEM 2 – MATERIAL CHANGES 

Archstone is updating its Brochure as of May 27, 2015.  The following is a summary of the 

material changes made since Archstone last amended its Brochure for an annual amendment 

filing on March 27, 2015, in the case of A.P. Management Company and March 30, 2015 in the 

case of Archstone Management Company, LLC.  

    

o Archstone has amended its Brochure to reflect the change of one its qualified custodians 

from J.P. Morgan Chase to the Northern Trust International Banking Corporation, NJ as 

it solely relates to the Offshore Funds, which specifically include: 

o Archstone Offshore Fund Ltd. 

o Archstone Absolute Return Strategies Fund, Ltd.  

o Archstone Equity Strategies Fund, Ltd. 

o A.P. Opportunities Fund, Ltd. 

 

 

A copy of this Brochure may be requested by contacting our Investor Relations team at 

InvestorServices@archstonepartners.com or at 212.201.0500.  The Brochure is also available on 

our secure website, www.archstonepartners.com.   

 

We may update this Brochure at any time. 

mailto:InvestorServices@archstonepartners.com
http://www.archstonepartners.com/
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ITEM 4 – ADVISORY BUSINESS 

Item 4.A Describe your advisory firm, including how long you have been in business. 

Identify your principal owner(s).  

 

Archstone Management Company, LLC and A.P. Management Company, LLC 

(together, referred to herein as, “Archstone”), each a New York limited liability 

company, were founded in May 1996 and became SEC registered investment 

advisers on June 28, 2005.  The firm’s sole business is providing discretionary 

investment advisory services to the following private investment funds (the 

“Archstone Funds”):  

 

Delaware Limited Partnerships (the “Partnerships”): 

o Archstone Partners, L.P. 

o Archstone Partners II, L.P. 

o Archstone Equity Strategies Fund, L.P. 

o A.P. Opportunities Fund, L.P. 

 

Cayman Islands Exempted Companies (the “ Offshore Funds”, and together with 

the Partnerships, the “Funds”): 

o Archstone Offshore Fund, Ltd. 

o Archstone Absolute Return Strategies Fund, Ltd.  

o Archstone Equity Strategies Fund, Ltd. 

o A.P. Opportunities Fund, Ltd. 

 

A.P. Management Company, LLC serves as general partner to A.P. Opportunities 

Fund, L.P. and Archstone Equity Strategies Fund, L.P.; as sub-adviser to 

Archstone Partners, L.P.; and as investment manager to A.P. Opportunities Fund, 

Ltd., Archstone Offshore Fund, Ltd., Archstone Equity Strategies Fund, Ltd., 

Archstone Absolute Return Strategies Fund, Ltd., and Archstone Partners II, L.P.  

Archstone Management Company, LLC serves as general partner to Archstone 

Partners, L.P. and Archstone Partners II, L.P.   A.P. Management Company, LLC 

and Archstone Management Company, LLC have the same officers, employees 

and equity owners.   

 

Alfred Shuman is the Managing Member and Co-Portfolio Manager of Archstone 

and together with his wife Stephanie (and estate planning vehicles established for 

the benefit of their immediate family members) are the majority owners of the 

firm.  Richard Nye, Stanley Shuman and Steven Kotler (and entities beneficially 

owned by or estate planning vehicles established for such persons and their 

respective family members) are non-employee equity members of the same.  

Joseph Pignatelli, Jr., David Parker and John Marshall are employee equity 

members of Archstone.  Neither Stephanie Shuman, Richard Nye, Stanley 

Shuman nor Steven Kotler participate in the day-to-day operations of the firm. 

 

Messers Alfred J. Shuman and Joseph S. Pignatelli founded the firm to manage a 

multi-strategy, multi-manager portfolio that can achieve long-term capital growth 

with low volatility and limited chance of capital loss.  Alfred Shuman and Joseph 

Pignatelli serve as Co-Portfolio Managers for the Archstone Funds. Mr. Shuman 

has over five decades of investment experience.  Mr. Pignatelli has nearly three 

decades of investment experience.     

 

Archstone views its business as a co-venture between its investors, underlying 
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money managers and portfolio funds. 

Item 4.B Describe the types of advisory services you offer. If you hold yourself out as 

specializing in a particular type of advisory service, such as financial planning, 

quantitative analysis, or market timing, explain the nature of that service in greater 

detail. If you provide investment advice only with respect to limited types of 

investments, explain the type of investment advice you offer, and disclose that 

your advice is limited to those types of investments.  

 

Archstone provides discretionary investment advisory services to the Archstone 

Funds according to the objectives and investment policies described in each 

Fund’s respective offering and/or operational documents.  The investment 

objective of each Archstone Fund is achieved solely through the direct or indirect 

allocation of assets to independent private money managers or investment in 

pooled investment vehicles managed by private money managers (the “Portfolio 

Funds”).  It should be noted, however, that Archstone Partners II, L.P. serves as a 

feeder fund into Archstone Partners, L.P. and therefore invests all of its investable 

assets in Archstone Partners, L.P.  Additionally, Archstone Partners, L.P. (and 

thus indirectly Archstone Partners II, L.P.) and Archstone Offshore Fund, Ltd. 

may invest (but have not historically) in one or more vehicles managed or advised 

by Archstone or its affiliate.  Each of the Archstone Funds is exempt from 

registration as an investment company under Section 3(c)(7) of the Investment 

Company Act of 1940, as amended.  

 

Generally, the Portfolio Funds in which the Archstone Funds invest employ a 

variety of investment strategies and have broad mandates.  Strategies employed by 

such Portfolio Funds (depending on the investment objective of the particular 

Archstone Fund) may include, taking long and short positions in the market, or 

blended/flexible strategies of long purchases/short sales or specializing in other 

sophisticated strategies such as statistical arbitrage, convertible arbitrage, fixed 

income, program trading, market neutral/absolute return, emerging markets or 

special situations.  Assets may also be allocated to strategies focusing on 

bankruptcies, reorganizations and workouts, high yield securities and risk 

arbitrage.  Other techniques employed by a Portfolio Fund may include the use of 

options on securities and options on stock indexes and trading various futures 

contracts.  Additionally, certain Portfolio Funds may borrow funds for the purpose 

of purchasing securities, and such borrowing may not be subject to any 

limitations.  From time to time, the Portfolio Funds may participate in “new 

issues” as defined by FINRA New Issue Rule 5130.  It should be also noted that 

the Portfolio Funds may also allocate a portion of their assets to private equity or 

otherwise illiquid investments (though, Archstone generally seeks to opt-out of 

such illiquid investments to the extent such option is made available).  These are 

investment strategies used by the individual Portfolio Funds, not Archstone. 

 

Pending investment of contributions to the capital of the Archstone Funds, or to 

facilitate withdrawals/redemptions of capital by investors, among other things, the 

Archstone Funds may, without limitation, hold cash or invest in cash equivalents.  

Among the cash equivalents in which the Archstone Funds may invest are: 

obligations of the U.S. government, its agencies or instrumentalities; and 

certificates of deposit and bankers’ acceptances issued by domestic branches of 

U.S. banks that are members of the Federal Deposit Insurance Corporation.  The 

Archstone Funds may also purchase shares of money market mutual funds in 

accordance with applicable legal restrictions. 
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The Archstone Funds may also directly engage in borrowings from time to time 

(i) to finance investments pending receipt of cash inflows; or (ii) to pay 

withdrawals/redemptions pending receipt of proceeds from Portfolio Funds, 

among other reasons.  The Archstone Funds have entered into a committed line of 

credit to enable such borrowings on a periodic basis, although there can be no 

assurance that any such line of credit will be continued or that amounts available 

thereunder will be sufficient to satisfy its intended uses.   

 

 

Item 4.C Explain whether (and, if so, how) you tailor your advisory services to the 

individual needs of clients. Explain whether clients may impose restrictions on 

investing in certain securities or types of securities.  

 

With respect to the Archstone Funds, Archstone neither tailors its advisory 

services to the individual needs of investors nor accepts investor-imposed 

investment restrictions.  Although not currently anticipated, Archstone may 

establish a separately managed account (“Managed Account”) that tailors its 

investment objectives and mandates to the needs of a specific large or strategic 

investor.  While the same rigorous portfolio construction analysis would be 

followed, such investment objectives, fee arrangements and terms would be 

individually negotiated and may differ than those offered by the Archstone Funds.  

It should be noted that any such Managed Account relationships would be subject 

to significant account minimums.  

 

Item 4.D If you participate in wrap fee programs by providing portfolio management 

services, (1) describe the differences, if any, between how you manage wrap fee 

accounts and how you manage other accounts, and (2) explain that you receive a 

portion of the wrap fee for your services. 

 

Archstone does not participate in wrap fee programs. 

 

Item 4.E If you manage client assets, disclose the amount of client assets you manage on a 

discretionary basis and the amount of client assets you manage on a non-

discretionary basis. Disclose the date “as of” which you calculated the amounts. 

 

As noted above in Item 4.A, A.P. Management Company, LLC serves as 

investment manager to Archstone Partners II, L.P. and as sub-advisor to 

Archstone Partners, L.P.  Archstone Management Company, LLC serves as 

general partner to such Archstone Funds, which are its sole advisory clients.  It 

should be noted that since Archstone Partners II, L.P. and Archstone Partners, 

L.P. are advisory clients of both Archstone Management Company, LLC and A.P. 

Management Company, LLC, the amount of these Archstone Funds’ assets 

(approximately $1,134,391,713), is included in both advisers’ regulatory assets 

under management. 

 

As of December 31, 2014, Archstone Management Company, LLC manages 

approximately $1,134,398,203 and A.P. Management Company, LLC manages 

approximately $4,022,589,716 (which also includes Archstone Partners II, L.P.’s 

and Archstone Partners, L.P.’s regulatory assets under management), of 

Archstone Fund regulatory assets on a discretionary basis.   

 

Archstone does not currently manage any assets on a non-discretionary basis.  
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ITEM 5 – FEES AND COMPENSATION 

Item 5.A Describe how you are compensated for your advisory services. Provide your fee 

schedule. Disclose whether the fees are negotiable.  

 

As a general matter, fees charged may include a base percentage of assets under 

management, and where appropriate, may also include an incentive allocation/fee 

structured in a manner to comport with Rule 205-3 of the Investment Advisers 

Act of 1940, as amended (the “”Advisers Act”). 

 

Specifically, Archstone is paid a quarterly asset-based management fee, in 

advance, generally between 1.0-1.5% annually, as more fully described in the 

relevant offering and/or operational documents.  Archstone Management 

Company, LLC or A.P. Management Company, LLC, as applicable, may also 

receive a performance-based quarterly preferred profit participation or annual 

incentive allocation/fee with respect to certain classes/series offered by certain of 

the Archstone Funds, generally 5% of investment performance that may be 

subject to a loss carry forward/highwater mark, as described in the relevant 

offering and/or operational documents.  Such management and incentive 

allocation/fees are calculated after application of the underlying manager fees and 

expenses.  Investors and prospective investors should refer to the offering 

documents for the applicable Archstone Fund for a detailed description of its 

respective fee schedule. 

 

It should be noted that, without notice to other investors, the Archstone Funds 

may enter, and certain of the Funds have in the past entered, into “side letter” 

agreements with certain prospective or existing investors (including their 

respective advisers or consultants) granting them, among other things, fee 

adjustments, additional rights to reports, most favored nation status and keyman 

notification and withdrawal/redemption rights.  In this regard it should be noted 

that Archstone has waived the management fee, incentive allocation and/or the 

preferred profit participation for all employees and members of Archstone (and 

their respective family members) who are invested in the Archstone Funds.  It 

should be further noted; however, that any such affiliated persons who invest in 

the Archstone Funds will bear their pro rata portion of operating expenses of the 

relevant Archstone Fund(s) and are subject to the same liquidity rights and 

restrictions as disclosed in the Archstone Funds’ offering documents.  

Furthermore, as an inducement to attract subscriptions during an initial offering, 

Archstone has awarded certain advantageous terms to the “founding” investors of 

Archstone Offshore Fund, Ltd. and Archstone Equity Strategies Fund, L.P.  The 

granting of such side letters or special terms to certain investors in a Fund is 

solely at the discretion of Archstone.  

 

It is very important that investors refer to the relevant confidential private 

offering memorandum and other governing documents for a complete 

understanding of how Archstone is compensated and the applicable fee 

schedule.   

 

Item 5.B Describe whether you deduct fees from clients’ assets or bill clients for fees 

incurred. If clients may select either method, disclose this fact. Explain how often 

you bill clients or deduct your fees. 

 

Generally, all Archstone fees are calculated by the Fund’s administrator (and 
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verified by Archstone’s internal Accounting Team), and deducted directly from 

the client account by such Fund’s administrator.  Investors do not have the ability 

to choose to be billed directly for fees incurred. 

 

A.P. Management Company, LLC receives an asset-based management fee with 

respect to each Archstone Fund, payable quarterly in advance and based on a 

percentage of the value of the relevant assets as of the beginning of such calendar 

quarter.  If interests/shares of an Archstone Fund are purchased other than as of 

the first day of a quarter, the management fee shall be prorated to take into 

account the number of days during which such interests/shares are outstanding 

during the quarter.  With respect to the Archstone Funds, any unearned portion of 

the prepaid quarterly management fee for any fiscal quarter that is less than three 

months will be refunded to the applicable Archstone Fund.  

 

It should be noted that the management fee applicable to Archstone Partners, L.P. 

is charged solely to investors admitted to this Partnership on or after January 1, 

2010.  These investors are charged a management fee in lieu of the preferred 

profit participation described below.   

 

Investors that were admitted to Archstone Partners, L.P. before January 1, 2010 

are charged a quarterly preferred profit participation with respect to their current 

interests or any additional interests they acquire in the Partnership.  Archstone 

Management Company, LLC is allocated the preferred profit participation at the 

end of each quarter, based on a percentage of the relevant capital account balances 

as of the last day of such calendar quarter.  Such amount will be payable out of the 

investor’s cumulative net profits, if any, at the end of a fiscal period in a tax year.  

To the extent that an investor in the Partnership has insufficient net profit to pay 

the preferred profit participation, then such unpaid amount will be deferred to a 

suspense account and will be payable in later fiscal periods when the Partnership 

has sufficient net profits.  If an investor completely withdraws from the 

Partnership when there is a balance in the suspense account, that investor’s 

suspense account is forfeited and that amount is paid to Archstone Management 

Company, LLC.   

 

With respect to Archstone Partners II, L.P., in addition to the management fee 

received by A.P. Management Company, LLC, Archstone Management 

Company, LLC receives an annual incentive allocation based on a percentage of 

net profits (taking into account realized and unrealized gains and losses) 

tentatively allocated to each investor’s capital account during such fiscal year, 

subject to a loss carryforward provision.  The incentive allocation is payable at the 

end of each fiscal year, upon withdrawal or transfer of interests, or upon 

dissolution of the Partnership. 

 

With respect to each applicable Fund, in addition to the management fee, A.P. 

Management Company, LLC may also receive an annual incentive fee based on a 

percentage of net profits (taking into account realized and unrealized gains and 

losses) attributable to the applicable series/class of shares during such fiscal year, 

subject to a high water mark/loss carryforward provision.  The incentive fee is 

payable at the end of each fiscal year, upon redemption or transfer of shares, or 

upon dissolution of the Fund.   

 

Generally, classes/series of shares of a Fund that are subject to an incentive fee 

are subject to a lower management fee than the other classes/series of shares of 
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that particular Fund. 

 

It is very important that investors refer to the relevant confidential private 

offering memorandum and other governing documents for a complete 

understanding of how Archstone is compensated.  The information contained 

herein is a summary only and is qualified in its entirety by such documents. 

Item 5.C Describe any other types of fees or expenses clients may pay in connection with 

your advisory services, such as custodian fees or mutual fund expenses. Disclose 

that clients will incur brokerage and other transaction costs, and direct clients to 

the section(s) of your brochure that discuss brokerage. 

 

The Archstone Funds will bear their own expenses including, but not limited to, 

taxes, organizational, offering and investment-related expenses, administrative 

expenses, legal expenses, accounting expenses, audit and tax preparation 

expenses, insurance, corporate licensing, custodial fees and other direct expenses 

associated with the operation of the Archstone Funds.  

 

Subject to the expense reimbursement provisions for each Archstone Fund, the 

below-referenced reimbursable expenses borne by the Archstone Funds include, 

but are not limited to: (i) salaries and compensation of employees of the 

Archstone Funds or Archstone and its affiliates (other than Alfred J. Shuman) 

(which includes employee bonuses and incentives as appropriate, employee 

insurance and payroll taxes); (ii) research expenses relating to the selection of 

money managers for the Archstone Funds (i.e., background studies, subscriptions 

to periodicals and other research databases); (iii) Fund-related regulatory 

compliance or filing expenses (including but not limited to Form PF expenses); 

(iv) rent, supplies, stationery and charges for furniture and fixtures of the 

Archstone Funds or Archstone; (v) costs of computer hardware and software 

(including phones and portable electronic devices and equipment) and the costs of 

updates, modifications, improvements, product testing, maintenance offsite or 

onsite back-up, repairs and replacements) used in the Archstone Funds’ business; 

(vi) costs relating to promotional activities of Archstone on behalf of the 

Archstone Funds, including the preparation of brochures and other print 

advertising; (vii) the Archstone Funds’ costs relating to meetings of investors 

sponsored by Archstone; and (viii) travel expenses (which includes lodging, 

meals, transportation including, when necessary, the use of a private aircraft).  

When expenses relate to services performed by Archstone for more than one 

Archstone Fund, Archstone intends to allocate such expenses pro rata based on 

each Archstone Fund’s assets under management.  

 

Expense Reimbursement: 

 

Archstone Partners, L.P. and Archstone Equity Strategies Fund, L.P. 

All expenses relating to the Partnership’s operation will be borne by the 

Partnership, except that Archstone will reimburse the Partnership for all expenses 

(other than the management fee, interest, taxes, extraordinary expenses (such as 

litigation expenses) and expenses directly related to an investment or trading 

transaction of the Partnership) that exceed in any one year .60 of 1% of the 

Partnership’s average quarterly net assets determined as of the first day of each 

calendar quarter. 

 

Archstone Partners II, L.P. 

As an investor in Archstone Partners, L.P., the Partnership will also bear its pro 
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rata share of all expenses incurred in connection with the ongoing operation of 

Archstone Partners, L.P.  Archstone Partners, L.P. bears all of its own operating 

expenses and certain overhead expenses as detailed above, except that Archstone 

reimburses Archstone Partners, L.P. as detailed above.  It should be noted that the 

Partnership will not be subject to the management fee otherwise payable to A.P. 

Management Company, LLC or the preferred profit participation otherwise 

allocable to Archstone Management Company, LLC in its capacity as general 

partner to Archstone Partners, L.P. 

 

A.P. Opportunities Fund, L.P. 

All expenses relating to the Partnership’s operation will be borne by the 

Partnership, except that Archstone will reimburse the Partnership for all expenses 

(other than interest, taxes, the management fee, extraordinary expenses (such as 

litigation expenses) and expenses directly related to an investment or trading 

transaction of the Partnership) that exceed in any one year 1% of the Partnership’s 

average quarterly net assets up to $25 million determined as of the first day of 

each calendar quarter, and .50 of 1% of the Partnership’s average quarterly net 

assets of $25 million or more. 

 

Archstone Offshore Fund, Ltd. and A.P. Opportunities Fund, Ltd. 

In addition to the payment of the management fee, the Fund will reimburse 

Archstone for expenses incurred by Archstone in connection with the performance 

of services on behalf of the Fund, so long as such reimbursable expenses, plus the 

Fund’s ordinary expenses, exclusive of interest, taxes, the management fee, 

extraordinary expenses (such as litigation expenses) and expenses related to an 

investment or trading transaction of the Fund, do not exceed in any one year 1% 

of the Fund’s average quarterly net assets up to U.S.$25 million determined as of 

the first day of each calendar quarter and .50 of 1% of the Fund’s average 

quarterly net assets of U.S.$25 million or more. 

 

Archstone Equity Strategies Fund, Ltd. and Archstone Absolute Return Strategies 

Fund, Ltd. 

In addition to the payment of the management fee, the Fund will reimburse 

Archstone for expenses incurred by Archstone in connection with the performance 

of services on behalf of the Fund, so long as such reimbursable expenses, plus the 

Fund’s ordinary expenses, exclusive of interest, taxes, the management fee, 

extraordinary expenses (such as litigation expenses) and expenses related to an 

investment or trading transaction of the Fund, do not exceed in any one year 0.60 

of 1% of the Fund’s average quarterly net assets determined as of the first day of 

each calendar quarter.  

 

With respect to Archstone Offshore Fund, Ltd., while the Fund issues Shares: (i) 

in the British Pound Sterling, in the case of Series C and D Shares, and (ii) in the 

Canadian Dollar, in the case of Series E and F Shares, as their operational 

currency, the U.S. Dollar is the functional currency of the Fund and the currency 

in which all of the Fund’s direct investments are denominated. Expenses, gains 

and losses in respect of any hedging arrangements attributable to a particular 

Series will be allocated solely to such Series of Shares. 

 

As a general note, by investing in the Archstone Funds, which in turn invests 

through the Portfolio Funds, an investor will, in effect, incur the costs of two 

forms of investment advisory services: (i) the Archstone Fund expenses, the 

management fee and/or preferred profit participation or incentive allocation/fee (if 
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applicable) paid to Archstone, and (ii) the Portfolio Funds’ expenses, the 

management fees and/or incentive allocations or fees paid to managers of 

Portfolio Funds or managed accounts in selecting investments on behalf thereof.  

Further, investors in the Archstone Fund may be indirectly bearing brokerage and 

other transaction costs of Portfolio Funds.  Please refer to Item 12 – Brokerage 

Practices for further information. 

 

Additionally, if, in order to satisfy an investor’s withdrawal/redemption request, 

an Archstone Fund is charged a withdrawal/redemption fee by one or more 

Portfolio Funds, the withdrawing/redeeming investor’s proportionate share of 

such fee may be deducted from the withdrawal/redemption proceeds. 

 

As noted in Item 4.B, Archstone Partners, L.P. (and thus indirectly Archstone 

Partners II, L.P.) and Archstone Offshore Fund, Ltd. may invest (but have not 

historically) in one or more vehicles managed or advised by Archstone or an 

affiliate.  In these instances, the investing Archstone Fund will not be charged any 

management or performance-based fees (if applicable); however, the investing 

Archstone Fund will pay its pro rata share of the expenses of the Archstone Fund 

in which it invests. 

 

It is very important that investors refer to the relevant confidential private 

offering memorandum and other governing documents for a complete 

understanding of the Archstone Funds’ fees and expenses.  The information 

contained herein is a summary only and is qualified in its entirety by such 

documents. 

Item 5.D If your clients either may or must pay your fees in advance, disclose this fact. 

Explain how a client may obtain a refund of a pre-paid fee if the advisory contract 

is terminated before the end of the billing period. Explain how you will determine 

the amount of the refund. 

 

As noted in Item 5.B, the management fees of the Archstone Funds are paid 

quarterly in advance, and are prorated for contributions made during the quarter.  

With respect to the Archstone Funds, any unearned portion of the prepaid 

quarterly Management Fee for any fiscal quarter that is less than three months will 

be refunded to the applicable Archstone Fund.  

 

With respect to terminating the investment advisory relationship, 

withdrawals/redemptions from the Archstone Funds are subject to significant 

conditions and restrictions, which are set forth in the relevant Archstone Fund’s 

governing documents.  Such conditions, restrictions, and limitations may include, 

without limitation: 

 

o The condition that withdrawal/redemption requests be properly submitted 

in accordance with the relevant Archstone Fund documents and in a 

timely manner; 

o The condition that any “lock-up period” applicable to the interests/shares 

has expired; 

o The condition that withdrawals/redemptions, the calculation of net asset 

value, or the ability of investors to withdraw/redeem have not been 

suspended (in whole or in part) by Archstone; 

o The condition that payment of withdrawal/redemption proceeds may be 

deferred, if the relevant Archstone Fund is unable to liquidate its 

investments in Portfolio Funds in a timely manner; 
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o Restrictions on the timing of withdrawal/redemption payments; 

o Limitations on the amount paid to a withdrawing/redeeming investor due 

to hold backs or reserves for certain expenses, Archstone Fund liabilities, 

and contingencies, among other things; and  

o Limitations on the method of withdrawal/redemption payments (i.e., in 

cash or in kind).  

 

Archstone may waive or modify withdrawal/redemption terms for any investor in 

the Archstone Funds. 

Item 5.E If you or any of your supervised persons accepts compensation for the sale of 

securities or other investment products, including asset-based sales charges or 

service fees from the sale of mutual funds, disclose this fact and respond to 

Items 5.E.1, 5.E.2, 5.E.3 and 5.E.4.  

 

Not applicable. 

 

Item 5.E.1 Explain that this practice presents a conflict of interest and gives you or your 

supervised persons an incentive to recommend investment products based on the 

compensation received, rather than on a client’s needs. Describe generally how 

you address conflicts that arise, including your procedures for disclosing the 

conflicts to clients. If you primarily recommend mutual funds, disclose whether 

you will recommend “no-load” funds. 

 

Not applicable.  

 

Item 5.E.2 Explain that clients have the option to purchase investment products that you 

recommend through other brokers or agents that are not affiliated with you. 

 

Not applicable. 

 

Item 5.3.3 If more than 50% of your revenue from advisory clients results from commissions 

and other compensation for the sale of investment products you recommend to 

your clients, including asset-based distribution fees from the sale of mutual funds, 

disclose that commissions provide your primary or, if applicable, your exclusive 

compensation. 

 

Not applicable. 

 

Item 5.E.4 If you charge advisory fees in addition to commissions or markups, disclose 

whether you reduce your advisory fees to offset the commissions or markups. 

 

Not applicable.  
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ITEM 6 - PERFORMANCE-BASED FEES AND  

SIDE-BY-SIDE MANAGEMENT 

 

If you or any of your supervised persons accepts performance-based fees – that is, fees based on a share 

of capital gains on or capital appreciation of the assets of a client (such as a client that is a hedge fund or 

other pooled investment vehicle) – disclose this fact.  If you or any of your supervised persons manage 

both accounts that are charged a performance-based fee and accounts that are charged another type of fee, 

such as an hourly or flat fee or an asset-based fee, disclose this fact. Explain the conflicts of interest that 

you or your supervised persons face by managing these accounts at the same time, including that you or 

your supervised persons have an incentive to favor accounts for which you or your supervised persons 

receive a performance-based fee, and describe generally how you address these conflicts. 

 
As described in Item 5.B above, Archstone accepts performance-based compensation in the form of a 

preferred profit participation or an incentive allocation/fee, as applicable, with respect to certain of the 

Archstone Funds.   

 

It should be noted that the possibility that Archstone could receive performance-based compensation 

creates a potential conflict of interest in that it may create an incentive for Archstone to effectuate larger 

and riskier transactions for those particular Archstone Funds than would be the case in the absence of 

such form of compensation.  Further, Archstone faces a potential conflict of interest in managing the 

Archstone Funds that are subject to performance-based fees alongside Archstone Funds that are not 

subject to such fees.   Archstone may have an incentive to favor the Archstone Funds for which it will 

receive this additional compensation over the Archstone Funds that are not subject to such performance-

based fees.  

 

Archstone recognizes that it is a fiduciary and as such must act in the best interests of the Archstone 

Funds and investors.  Further, Archstone recognizes that it must treat all clients fairly and must refrain 

from favoring one client’s interests over another’s.  Archstone regularly assesses the allocation of its 

resources, investment personnel, including investment opportunities, among its clients to ensure 

adherence to its fiduciary duties. 
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ITEM 7 – TYPES OF CLIENTS 

 

Describe the types of clients to whom you generally provide investment advice, such as individuals, 

trusts, investment companies, or pension plans. If you have any requirements for opening or maintaining 

an account, such as a minimum account size, disclose the requirements. 

 

As described in Item 1.A, the Archstone Funds for which Archstone provides investment management 

services are structured to be “fund-of-funds” which invest in other investment vehicles (i.e., the Portfolio 

Funds) which are in turn managed by money managers.  Archstone’s investment strategy is to allocate 

capital to a diversified group of money managers, who in turn employ a wide variety of investment 

strategies and techniques.     

 

Each investor in the Archstone Funds must meet certain eligibility requirements.  Interests/Shares in the 

Archstone Funds are generally offered to (A) U.S. and U.S. Tax Exempt Investors who are (i) accredited 

investors within the meaning of Regulation D of the Securities Act of 1933, as amended (“Accredited 

Investors”) and (ii) qualified purchasers within the meaning of Section 2(a)(51) of the Investment 

Company Act of 1940, as amended (“Qualified Purchasers”) and (B) non-U.S. Investors. 

 

The Archstone Funds impose subscription minimums in the range between $1,000,000 to $2,500,000, 

depending on the Fund in question, though such minimums may be waived at the discretion of Archstone 

or the Board of Directors, as applicable.  In the case of the Funds, the minimum initial investment may 

never be waived below US$100,000.   

 

Specifically, investments in Archstone Partners, L.P. and A.P. Opportunities Fund, L.P. are subject to a 

minimum initial investment amount of $2,500,000.   

 

Investments in Archstone Partners II, L.P.; Archstone Equity Strategies Fund, L.P.; Archstone Equity 

Strategies Fund, Ltd.; A.P. Opportunities Fund, Ltd.; and Archstone Absolute Return Strategies Fund, 

Ltd. are subject to a minimum initial investment amount of $1,000,000. 

 

Investments in Archstone Offshore Fund, Ltd. are subject to the following minimum initial investment 

amounts: 

 

 Series A, Series AA, Series B and Series BB – US$1,000,000 

 Series C, Series CC, Series D and Series DD – £1,000,000 

 Series E, Series EE, Series F and Series FF  – C$1,000,000 
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ITEM 8 – METHODS OF ANALYSIS, INVESTMENT STRATEGIES 

AND RISK OF LOSS 

Item 8.A Describe the methods of analysis and investment strategies you use in formulating 

investment advice or managing assets. Explain that investing in securities involves 

risk of loss that clients should be prepared to bear. 

 

As noted in Item 4.B, Archstone manages four distinct portfolio strategies across 

the nine onshore/offshore Funds.  The investment objective of each Archstone 

Fund is to seek consistent long term growth of capital with reduced volatility by 

investing through a diversified group of hedge funds that, as a group, use a wide 

variety of investment techniques and strategies.  Each Archstone Fund is designed 

with the goal to earn positive risk-adjusted returns regardless of the difficulty of the 

environment for any one strategy.  

 

In general, the Archstone’s Funds are constructed using a pre-determined mix 

(dependent on the risk/return profile of the Fund) of managers categorized by 

Archstone as Directional Long/Short Equity managers and/or Non-Directional 

Absolute Return managers. These managers typically invest in broad-based hedge 

fund strategies where they take a generalist approach to investing and can deploy 

capital opportunistically. It is possible that Archstone’s determination of a 

manager’s strategy may differ from how others classify such manager’s strategy or 

that Archstone’s determination may change over time.  The mix is also subject to 

change at anytime, in the sole discretion of Archstone.  The Directional Long/Short 

Equity managers and Non-Directional Absolute Return managers which Archstone 

intends to invest with may employ a variety of investment strategies and 

techniques.  The table below is a summary of the strategies and sub-strategies the 

underlying managers may be utilizing, but are not limited to:  

 

 

It should be noted that Archstone does not generally invest in managers that 

employ a single strategy or sector focus, and therefore, does not actively seek 

singular new investment strategies.  

 

While Archstone generally does not engage in any direct trading, Archstone may 

from time to time attempt to hedge all or a portion of the currency exchange rate 

exposure in Archstone Offshore Fund, Ltd.  Archstone may choose to not enter 

into, or to terminate, any such hedging activities, for any reason.  There can be no 

guarantee that such hedging transactions will be successful or beneficial or that 

Strategy Sub-Strategies Included in Archstone’s Portfolio 

Long/Short Equity Value, Value w/ Catalyst, Growth, Activist 

Event-Driven Merger Arbitrage, Special Situations 

Capital Structure Arbitrage 
Convertible Arbitrage, Debt vs. Equity, Senior vs.  
Subordinated, Cash Bonds vs. CDS, Calendar Spreads 

Credit Long/Short Credit, Structured Credit 

Distressed 
Deep Value/"Stressed" Investing, Reorganizations,  
Liquidations, Post-Reorganization Debt/Equity 

Privates/LPs -- 

Real Estate -- 

Other 
Global Macro, Commodities, Fixed Income Arbitrage,  
MBS, Reinsurance/Risk-Linked, Derivatives Strategies 
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such hedging transactions will not themselves generate losses.  In addition, 

pending investment of contributions to the capital of the Archstone Funds, or to 

facilitate withdrawals/redemptions of capital by investors, the Archstone Funds 

may, without limitation, hold cash or invest in cash equivalents.  Among the cash 

equivalents in which the Archstone Funds may invest are: obligations of the U.S. 

government, its agencies or instrumentalities; and certificates of deposit and 

bankers’ acceptances issued by domestic branches of U.S. banks that are members 

of the Federal Deposit Insurance Corporation.  The Archstone Funds may also 

purchase shares of money market mutual funds in accordance with applicable legal 

restrictions. 

 

Archstone does not use portfolio overlays or leverage at the portfolio level. The 

Archstone Funds may, however, engage in borrowings from time to time (i) to 

finance investments pending receipt of cash inflows; or (ii) to pay 

withdrawals/redemptions pending receipt of proceeds from Portfolio Funds, among 

other reasons.  The Archstone Funds have entered into a committed line of credit to 

enable such borrowings on a periodic basis, although there can be no assurance that 

any such line of credit will be continued or that amounts available thereunder will 

be sufficient to satisfy its intended uses.   

 

Investment Guidelines, In General 

The Archstone Funds will attempt to diversify their holdings of Portfolio Funds 

and will each typically hold interests in no fewer than eight (8) Portfolio Funds at 

any one time.  The Archstone Funds generally invest only in Portfolio Funds that 

have the calendar year as their fiscal year and that provide their investors with the 

specific right to make withdrawals/redemptions annually, or that provide their 

general partners or managers with discretion to permit annual 

withdrawals/redemptions by investors, except that up to 20-30% of an Archstone 

Fund’s assets (depending on its investment objective) may be invested in Portfolio 

Funds without any such feature.  Furthermore, the Archstone Funds will not 

attempt to gain control over any Portfolio Fund and will generally limit its 

investments so that it will hold no more than 10% of the outstanding 

interests/shares of any one Portfolio Fund  (though a later change in percentage 

resulting from a change in the values of the investments or the Archstone Fund’s 

total assets, will be addressed on a case-by-case basis and handled in accordance 

with the liquidity needs of the relevant Archstone Fund and the liquidity restraints 

of the underlying Portfolio Fund(s), among other things).  In addition, each 

Archstone Fund will generally invest no more than 20-25% of its assets (depending 

on its investment objective) in any one Portfolio Fund.  In addition, any profits and 

losses arising from a Portfolio Fund’s investment in equity securities offered in an 

initial public offering will be allocated pursuant to the FINRA’s New Issue Rules 

5130 and 5131 (as applicable). 

 

Formulating Ideas 

Archstone may use a variety of resources to identify attractive money managers.  

Archstone primarily uses its extensive network of professional and personal 

relationships in the industry (including but not limited to, relationships with current 

hedge fund managers, strategic investors and a variety of industry service 

providers), as well as, its own proprietary database and other hedge fund related 

services to identify individual Portfolio Funds and underlying investment managers 

suitable for the Archstone Funds.   

 

In selecting particular Portfolio Funds and money managers to whom the 
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Archstone Funds may allocate assets, Archstone is generally guided by the 

following criteria: 

 

 Managers that in the past have consistently earned rates of 

return that are a multiple of the U.S. Treasury bill rate over 

a market cycle. 

 The degree to which a specific manager complements and 

balances the portfolio and correlates to the strategies 

employed by other managers selected by the Funds. 

 Significant co-investment by the investment manager or 

general partner in the Portfolio Fund or a fund that invests 

in parallel therewith. 

 Inclusion of high water marks or modified high water 

marks in calculating any incentive allocation to the 

Portfolio Fund’s general partner or investment manager so 

that investors may recoup prior losses before any such 

allocation is made. 

 Size and efficiency of assets managed. 

 Continued favorable outlook for the strategy employed. 

 The manager’s reputation among his peers and 

competitors. 

In order to deliver its desired investment results, Archstone adheres to a disciplined 

investment process guided by a team of experienced and well-trained investment 

professionals.  Archstone seeks to perform a rigorous combination of qualitative 

and quantitative investment and operational due diligence to evaluate money 

managers. 

 

Investment Due Diligence 

For each candidate, Archstone assesses the manager’s ability to add value to its 

existing portfolio.  In the firm’s view, a manager can add value by either increasing 

the portfolio’s expected return without increasing risk or by decreasing risk without 

diminishing expected return.  In order to make this assessment, Archstone has a 

well-defined research process which is led by Archstone’s Co-Portfolio Managers, 

Alfred Shuman and Joseph Pignatelli, who have worked together since 1987 and 

are supported by a team of four other investment professionals.  The Investment 

Committee of Archstone serves as the firm’s ultimate investment decision-making 

body.  Currently, the Investment Committee consists of three members: the Co-

Portfolio Managers and Andrew J. Small, the Chief Financial Officer.   

 

Archstone meets with every prospective manager on multiple occasions in order to 

gain a detailed understanding of all the relevant aspects of the investment process.  

The following highlights some of the criteria the Archstone may look for in 

selecting prospective Portfolio Funds and  managers: 

 

1. Is the investment strategy sound, relevant and reasonable?  This 

includes an understanding of the source of an underlying Portfolio 
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Fund’s historic returns as well as an evaluation of the prospects for the 

sustainability of the strategy’s success. 

2. What are the risks inherent in the strategy?  Relying on an analysis of 

historical volatility and correlations is insufficient.  Archstone believes 

that a thorough understanding of the manager’s strategy is necessary to 

determine the nature and extent of the risks of an investment. 

3. Does the manager have adequate risk management capabilities?  The 

underlying manager should fully understand the risks that are inherent 

in its strategy, effectively measure these risks, and have adequate 

policies and procedures to eliminate or mitigate risk, if necessary.  

4. What is the effective degree of leverage employed, and is this amount 

appropriate for the fund’s underlying strategy? Archstone generally 

prefers managers that only use moderate leverage.  

5. Does the fund hold illiquid investments, and if so, how are they 

valued?  Archstone prefers managers that limit their exposure to 

illiquid investments.  

6. Does the manager consistently and effectively implement the stated 

investment strategy?  What is the capacity of the strategy in terms of 

assets under management? 

7. What is the capacity of the strategy in terms of assets under 

management? 

 

To Archstone, the history of the manager’s organization and its principals are also 

very important considerations to Archstone in evaluating the experience and 

competence of the manager.   

Archstone typically carries out a quantitative evaluation as the final step in its 

Investment Due Diligence Process.  The firm uses various analytic platforms to 

evaluate, among other things: (i) a manager’s individual risk profile as well as its 

impact on risk at the fund level in normal and extreme market conditions; (ii) 

liquidity management; (iii) strategy, geographic and sector exposures; (iii) 

portfolio concentration and overlap; (iv) sector alpha; and (v) traditional metrics 

(e.g., Betas, Correlation Sharpe ratio and Standard deviation).  Performance 

metrics alone are not the main driver of investment decisions. Archstone believes; 

however, that quantitative tools can be useful in verifying other aspects of the due 

diligence process and can stimulate deeper and more penetrating questions. All of 

this information is combined into a mosaic which Archstone believes allows the 

firm to make a well informed investment decision. 

 

Operational Due Diligence 

Archstone’s Operational Due Diligence team is led by David Parker, Chief 

Operating Officer and is supported by members of Operations, Accounting and 

Legal/Compliance.  Operational due diligence is a critical component of the 

investment process and is conducted before Archstone actually makes an 

investment with a manager and continues on an on-going basis thereafter.   

 

The operational due diligence team typically begins with a detailed risk assessment 

of the manager that includes a review of the manager’s due diligence questionnaire, 

service providers, legal and operational documents and audited financial 

statements, publicly reported holdings, Forms ADV, among other materials.  The 



 

16 

process then moves on to include an on-site meeting, where discussions are held 

with key decision makers to verify information obtained, review the manager’s 

operational infrastructure and ability to implement the stated strategy and to drill 

down on the operational procedures the manager has in place.  These back office 

reviews continue on an ongoing basis.  Topics covered typically include, but are 

not limited to:  

 

a. Valuation/Accounting/Trading: Assessment of valuation 

process and methodology, use of third party valuation services 

and/or agreed upon procedures, trading systems and process, 

systems software and hardware, best execution review, trade 

allocation and handling of errors and review of soft dollar 

policy.  

b. External Service Providers: Evaluation of all third party 

administrators/auditors/law firms, counterparty risk 

management, prime broker structure and management, 

custodian structure and management and money movement 

controls.   

c. Portfolio Liquidity: Analysis of investor terms relative to the 

portfolio liquidity, Level I/II/III assets, and the number of days 

it would take to liquidate all firm assets. 

d. Detailed Financial Reviews: Discussion of any questions that 

came about during the preliminary review of the financial 

statements.   

e. Organization/Firm Structure: Analysis of the structure, 

quality, depth and turnover at the fund, ownership structure 

and compensation policy(ies).  

f. Compliance Policy and Procedures: Review compliance 

manual/code of ethics, personal trading policies, expert 

network policies, identification of potential conflicts, 

independent background investigation and/or ADV Part II 

follow up.  

g. IT Infrastructure and Business Continuity Plans    

2. Archstone reviews the manager’s investor base and operational 

infrastructure in order to assess the manager’s ability to implement its 

stated strategy.  An unstable investor base may force the firm to 

liquidate favorable investments; therefore, the due diligence team 

analyses the composition, concentrations and dynamics of existing 

investors, the amount of GP/Employee capital, the pace of 

inflows/outflows and all side letters/special terms.  Special attention is 

also devoted to analyzing the separation of duties between portfolio 

management and portfolio valuation.  In the firm’s opinion, historical 

evidence suggests that many hedge fund failures have resulted from 

insufficient infrastructure and administrative systems.   

3. Offering and subscription documents, financial statements and K-1 

filings are reviewed for completeness and terms.  Special emphasis is 

placed on ensuring that the underlying Portfolio Fund’s terms are 

capable of meeting Archstone’s liquidity profile needs. 

4. In-depth reference checks are conducted at many levels.  In addition to 
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the references provided, it is likely that members of the Archstone 

team knows a manager’s ex-employer, ex-coworkers, industry 

contacts, key broker, clearing firm and peers.  These contacts 

frequently reveal information that is not available through traditional 

channels.  Archstone also uses an independent background research 

firm in its manager vetting process.  Such background checks must be 

carried out before an investment is made. Archstone also uses an 

independent continuous monitoring tool which monitors public filings 

on an ongoing basis to alert of us of any filings such as criminal 

arrests, lawsuits, bankruptcies, regulator and license updates/issues, 

among others. 

5. Asset verification at clearing banks and brokers allows Archstone to 

verify the stated assets under management and the total investments by 

the fund’s manager(s) and employees.    

The conclusions of the operational due diligence team are presented to the 

Investment Committee and incorporated into the investment due diligence process.   

Archstone has always believed that one of the differentiating aspects of its 

investment process is the fact that performance metrics alone do not drive the 

decision making process.  People, process and philosophy are the most critical 

aspects of Archstone’s due diligence.   

 

Monitoring and Portfolio Construction 

After a Portfolio Fund has been included in the portfolio, Archstone attempts to 

conduct on-site visits every 12-18 months with key operational professionals and 

typically has monthly calls with its underlying money managers. The typical 

agenda may vary between managers but it may include an assessment of, among 

other things, the manager’s resources and infrastructure, valuation procedures, 

changes in service providers, expectations of the market, regulatory/compliance 

updates, drivers of returns and compliance with investment parameters.  The firm 

seeks to approach each on-going review with the same rigor and depth as it does a 

new potential investment.  To monitor the portfolios, Archstone may 

prepare/employ aggregate portfolio analysis (including exposures, correlations, 

equity positions weighted at portfolio level), forward-looking qualitative 

methodology and quantitative underlying investment profiles (multiple regression 

model). 

 

The portfolio construction process is dynamic, and is driven by the investment 

policy established for each of the Archstone Funds.  Archstone seeks to construct 

portfolios that are sufficiently diversified while still concentrated enough that each 

manager allocation has a meaningful impact on portfolio returns.  Archstone also 

maintains targeted manager allocations based on its modeling of the overall 

portfolio structure.  Strategy diversification is usually obtained on a look-through 

basis at the manager level, and exposures shift dynamically as managers reallocate 

capital to take advantage of opportunities in the market.  Manager exposures are 

aggregated and monitored in an effort to ensure that no single strategy or manager 

drives the overall portfolio performance.  To maximize this diversification, 

Archstone typically allocates to generalist managers with broad mandates, and does 

not employ any portfolio-level overlays. 

 

To limit risks at the portfolio level, Archstone generally seeks to adhere to the 

following disciplines: 
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 Generally limit manager allocations to 10%. 

 Seek to diversify across styles, strategies, and sectors on a look-through 

basis. 

 Prefer managers that do not utilize excessive leverage. 

 Seek to invest with managers that have a significant amount of their liquid 

net worth in the funds. 

 

Any investment in the Archstone Funds may be deemed speculative and is not 

intended as a complete investment program.  Investments in the Archstone Funds 

are appropriate for only experienced and sophisticated persons who meet certain 

eligibility criteria, are able to bear the risk of loss of some or all of an investment, 

and have a limited need for liquidity. 

 

It is critical that investors refer to the relevant confidential private offering 

memorandum, explanatory memorandum and other governing documents for 

a complete understanding of Archstone’s investment strategies and methods 

of analysis, including the risks associated therewith.  The information 

contained herein is a summary only and is qualified in its entirety by such 

documents. 

 

Item 8.B For each significant investment strategy or method of analysis you use, explain the 

material risks involved. If the method of analysis or strategy involves significant or 

unusual risks, discuss these risks in detail. If your primary strategy involves 

frequent trading of securities, explain how frequent trading can affect investment 

performance, particularly through increased brokerage and other transaction costs 

and taxes. 

 

Although Archstone seeks to select only money managers who invest clients’ 

assets with the highest level of integrity, Archstone cannot guarantee that selected 

money managers will perform as expected and Archstone will have no control over 

the day-to-day operations of any of its underlying money managers.  As a result, 

there can be no assurance that money managers selected by Archstone will 

conform their conduct to desired standards.  There are risks that underlying money 

managers may suffer failure as a result of poor performance, failure to raise capital, 

regulatory violations or enforcement actions, fraud or other factors, which in any 

case could adversely impact a client’s investment with such money manager.  

Investments with underlying money managers carry additional risks, including but 

not limited to: 

 

Illiquidity: In light of the restrictions imposed on transfers or 

withdrawals/redemptions of interests/shares in the Archstone Funds, investments in 

the Archstone Funds should be viewed as illiquid and subject to risk.  The 

Archstone Funds’ investments in Portfolio Funds should also be viewed as illiquid 

and subject to risk.  Most, if not all, Portfolio Funds in which the Archstone Funds 

invest will restrict both the transferability of the Archstone Funds’ interest and the 

Archstone Funds’ ability to withdraw/redeem, and may reserve the right to suspend 

or limit withdrawals/redemptions or delay the payment of withdrawal/redemption 

proceeds under certain circumstances.  In particular, the Archstone Funds invest 

from time to time in Portfolio Funds that allocate a portion of their assets to private 

equity or otherwise illiquid investments.  Such investments may be “side pocketed” 

whereby withdrawals/redemptions with respect thereto are indefinitely suspended 

until the occurrence of a realization event or until the manager determines that such 
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investments are sufficiently liquid.  When assessing the liquidity of an underlying 

manager, Archstone evaluates the withdrawal terms listed in the manager’s 

offering documents in the context of the manager’s strategy.  If a manager offers 

generous withdrawal terms yet invests in illiquid securities, the stated terms may 

be irrelevant because of the manager’s inability to exit positions.  Before making 

an investment, Archstone must conclude that the vast majority of the manager’s 

positions can be exited in a reasonable time frame and without significant market 

impact.   

 
Dependence on Archstone: All decisions with respect to the Archstone Funds’ 

assets and the general management of the Archstone Funds are made by A.P. 

Management Company, LLC or Archstone Management Company, LLC, as 

applicable.  Investors have no right or power to take part in the management of the 

Archstone Funds.  As a result, the success of the Archstone Funds depends largely 

upon the retention of Archstone’s key personnel, including Alfred J. Shuman and 

Joseph S. Pignatelli, Jr.  If for any reason the Archstone Funds were to lose the 

services of one or more of its key personnel and suitable replacements are not 

retained, the Archstone Funds may be adversely affected. 

 
Multiple Fees: By investing in the Archstone Funds, which in turn invests through 

the Portfolio Funds, an investor will, in effect, incur the costs of two forms of 

investment advisory services: the management fee and/or preferred profit 

participation or incentive allocation/fee (if applicable) paid to Archstone, and 

management fees and/or incentive allocations or fees paid to managers of Portfolio 

Funds or managed accounts in selecting investments on behalf thereof.  

Additionally, if, in order to satisfy an investor’s withdrawal/redemption request, an 

Archstone Fund is charged a withdrawal/redemption fee by one or more Portfolio 

Funds, the withdrawing/redeeming investor’s proportionate share of such fee will 

be deducted from the withdrawal/redemption proceeds. 

 
Compensation Arrangements of Money Managers: The managers or general 

partners of many, if not most, of the managed accounts and Portfolio Funds 

through which the Archstone Funds will invest will be compensated through 

incentive arrangements.  Under these arrangements, the money manager may 

benefit from appreciation, including unrealized appreciation, in the value of the 

account, but may not be similarly penalized for realized losses or decreases in the 

value of the account.  Such fee arrangements may create an incentive for the 

managers to make purchases that are unduly risky or speculative.  In most cases, 

however, the Archstone Funds anticipate investments in Portfolio Funds where the 

manager is required to recoup prior losses before any incentive fee is payable in 

respect of current gains. 

 

Inadvertent Concentration: Although Archstone will monitor the money managers 

to whom the Archstone Funds have allocated capital, it is possible that a number of 

money managers might take substantial positions in the same security at the same 

time.  This strategy would interfere with the Archstone Funds’ goal of 

diversification. 

 

Lack of Regulation and Publicly Available Information Regarding Portfolio Funds: 

The Portfolio Funds are generally not subject to many provisions of the federal 

securities laws.  The interests in Portfolio Funds to be purchased and sold by the 

Archstone Funds will not be offered pursuant to registration statements effective 

under the U.S. Securities Act of 1933, as amended.  In addition, the Portfolio 
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Funds in which the Archstone Funds will invest will not be subject to the periodic 

information and reporting provisions of the U.S. Securities Exchange Act of 1934, 

nor will those Portfolio Funds be registered as investment companies under the 

U.S. Investment Company Act of 1940, as amended.  Accordingly, only a 

relatively small amount of publicly available information about Portfolio Funds 

will be available to Archstone in managing and assessing the Archstone Funds’ 

investments.   

 

Valuation of Portfolio Funds: The method by which the Archstone Funds calculate 

their net asset value and allocation of net profits and net losses contemplates the 

Archstone Funds’ valuing their holdings of Portfolio Funds.  In valuing those 

holdings, the Archstone Funds will need to rely on financial information provided 

by Portfolio Funds and their service providers. 

 

Monthly Contributions and Admissions of Investors: The Archstone Funds may 

permit investments by existing or new investors to occur monthly.  Portfolio Funds 

in which the Archstone Funds invest, however, may not permit investments on the 

same basis.  As a result, the Archstone Fund may be delayed in investing capital 

contributions to the Archstone Funds’ capital in Portfolio Funds.  This delay may 

in turn act to dilute the interests of investors in the Archstone Funds. 

 

U.S. Federal and State Law Restrictions on Investments: In view of the 

requirements of U.S. federal and state laws, including U.S. federal securities and 

commodities laws, applicable to both the Archstone Funds and the Portfolio Funds 

in which it will invest, the Archstone Funds may need to limit, for other than 

investment reasons, the amount of their assets committed to a managed account or 

invested in a particular Portfolio Fund.  Further, the broad rulemaking authority 

granted to the SEC, CFTC and other regulators as a result of the Dodd Frank Wall 

Street Reform and Consumer Protection Act, which was implemented on July 21, 

2010, could adversely affect the Archstone Funds and/or the Portfolio Funds by 

restricting their trading activities and/or increasing the costs or taxes to which 

investors are subject.  The effect of any future regulatory change on the Archstone 

Funds and/or the Portfolio Funds could be substantial and could inhibit the ability 

of the Archstone Funds and/or the Portfolio Funds to pursue their respective 

investment approach. 

 

Sole Money Managers: Some of the money managers to whom the Archstone 

Funds may allocate capital consist of investment operations with only one 

principal.  Although the Archstone Funds will attempt to avoid such situations, if 

that money manager’s services became unavailable, the Archstone Funds might 

sustain losses. 

 
Other Clients of Money Managers: The money managers will have exclusive 

responsibility for making trading decisions on behalf of the Archstone Funds.  The 

managers will have various levels of experience. Additionally, the money 

managers may also manage other accounts (including other funds and accounts in 

which the managers may have an interest) which together with accounts already 

being managed could increase the level of competition for the same trades the 

Archstone Fund might otherwise make, including the priorities of order entry.  This 

could make it difficult or impossible to take or liquidate a position in a particular 

security or futures contract at a price indicated by an investment manager’s 

strategy. 
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Institutional Risk: The institutions, including brokerage firms and banks, with 

which the Archstone Funds (directly or indirectly via the Portfolio Funds) does 

business, or to which securities have been entrusted for custodial purposes, may 

encounter financial difficulties that impair the operational capabilities or the capital 

position of the Archstone Fund or a Portfolio Fund.  The Archstone Funds attempt 

to limit its transactions to, and will invest in Portfolio Funds that do business with, 

well-capitalized and established banks and brokerage firms in an effort to mitigate 

such risks.  All assets of the Archstone Funds not invested in Portfolio Funds will 

be held in a custody account at the Archstone Funds’ custodians.  

 

Counterparty Risk: To the extent the a Portfolio Fund invests in swaps, “synthetic” 

or derivatives instruments, repurchase agreements, certain types of options or other 

customized financial instruments, or, in certain circumstances, non-U.S. securities, 

the Portfolio Fund takes the risk of non-performance by the other party to the 

contract. This risk may include credit risk of the counterparty and the risk of 

settlement default. This risk may differ materially from those entailed in exchange-

traded transactions which generally are supported by guarantees of clearing 

organizations, daily marking-to-market and settlement, and segregation and 

minimum capital requirements applicable to intermediaries. Transactions entered 

directly between two counterparties generally do not benefit from such protections 

and expose the parties to the risk of counterparty default.   

 

The foregoing list of risk factors does not purport to be a complete 

explanation of the risks involved in Archstone’s advisory business or the 

Portfolio Funds it invests in.  It is very important that investors carefully 

review the relevant confidential private offering memorandum and other 

governing documents for a complete understanding of the material risks 

involved in relation to Archstone’s investment strategies and methods of 

analysis before deciding to make an investment in an Archstone Fund.  The 

information contained herein is a summary only and is qualified in its entirety 

by such documents. 

 

Item 8.C If you recommend primarily a particular type of security, explain the material risks 

involved. If the type of security involves significant or unusual risks, discuss these 

risks in detail.  

 

An investment in an Archstone Fund carries with it inherent risks associated with 

investments in securities, as well as additional risks, including but not limited to:  

Short Selling: Certain Portfolio Funds and managed accounts in which or through 

which the Archstone Funds may invest may engage in “short selling” of securities.  

The possible losses from selling short a security differ from losses that could be 

incurred from a cash investment in the security; the former may be unlimited, 

whereas the latter can only equal the total amount of the cash investment.  Short 

selling activities are also subject to restrictions imposed by the U.S. federal 

securities laws and the various national and regional securities exchanges, which 

restrictions could limit the investment activities of Portfolio Funds or managed 

accounts.  However, where an Archstone Fund invests through a Portfolio Fund, its 

exposure is limited to its investment in that Portfolio Fund. 

Leverage: Certain Portfolio Funds in which the Archstone Funds invest may 

borrow funds for the purpose of purchasing securities.  A particular Portfolio Fund 

may not be subject to any limitations on the amount of its borrowings, and the 
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amount of borrowings that the Portfolio Fund may have outstanding at any time 

may be large in comparison to its capital.  Borrowing money to purchase securities 

may provide a Portfolio Fund with the opportunity for greater capital appreciation, 

but, at the same time, will increase the Portfolio Fund’s, and indirectly the 

Archstone Fund’s, exposure to capital risk and higher current expenses.  Moreover, 

if the Portfolio Fund’s assets are not sufficient to pay the principal of, and interest 

on, the Portfolio Fund’s debt when due, the Archstone Fund could sustain a total 

loss of its investment in the Portfolio Fund. 

 

Options Trading: In seeking to enhance performance or hedge assets, a money 

manager may purchase and sell call and put options on both securities and stock 

indexes.  Both the purchasing and selling of call and put options entail risks.  

Although an option buyer’s risk is limited to the amount of the purchase price of 

the option, an investment in an option may be subject to greater fluctuation than an 

investment in the underlying securities.  In theory, an uncovered call writer’s loss 

is potentially unlimited, but in practice the loss is limited by the term of existence 

of the call.  The risk for a writer of a put option is that the price of the underlying 

security may fall below the exercise price. 

 

Risk Arbitrage Transactions: Portfolio Funds may purchase securities at prices 

slightly below the anticipated value of the cash, securities or other consideration to 

be paid or exchanged for such securities, in a proposed merger, exchange offer, 

tender offer or other similar transaction.  Such purchase price may be substantially 

in excess of the market price of the securities prior to the announcement of the 

merger, exchange offer, tender offer or other similar transaction.  If the proposed 

merger, exchange offer, tender offer or other similar transaction later appears likely 

not to be consummated or in fact is not consummated or is delayed, the market 

price of the security purchased by the Portfolio Fund may decline sharply and 

result in losses to the Portfolio Fund if such securities are sold, transferred or 

exchanged for securities or cash, the value of which is less than the purchase price.  

In certain transactions, the Portfolio Fund may not be “hedged” against market 

fluctuations.  This can result in losses, even if the proposed transaction is 

consummated. 

 

Securities of Bankrupt or Special Situation Companies: Portfolio Funds may invest 

in securities of issuers in weak financial condition, experiencing poor operating 

results, having substantial financial needs or negative net worth, facing special 

competitive or product obsolescence problems, or that are involved in bankruptcy 

or reorganization proceedings.  Investments of this type involve substantial 

financial business risks that can result in substantial or total losses.  Some of the 

Portfolio Funds may also make purchases of securities which the Portfolio Funds 

believe to be undervalued, or where a significant position in the securities of the 

particular company has been taken by one or more other persons or where other 

companies in the same or related industry have been the subject of acquisition 

attempts.  If Portfolio Fund purchases securities in anticipation of an acquisition 

attempt or reorganization, and an acquisition attempt or reorganization does not in 

fact occur, the Portfolio Fund may sell the securities at a material loss. 

 

Small Capitalization Stocks: Portfolio Funds may invest in securities of companies 

with smaller capitalizations.  Investments in small capitalization stocks involve 

greater risk than is customarily associated with larger, more established companies.  

These companies often have sales and earnings growth rates which exceed those of 

large companies.  Such growth rates may in turn be reflected in more rapid share 
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price appreciation.  However, smaller companies often have limited product lines, 

markets or financial resources, and they may be dependent upon one-person 

management.  These securities may also have limited marketability and may be 

subject to more abrupt or erratic movements in price than securities of larger 

companies or the market averages in general. 

 

Trading Commodity Interests: Certain Portfolio Funds in which the Archstone 

Funds invest may trade in commodity interests.  Commodity futures markets are 

highly volatile and are influenced by factors such as changing supply and demand 

relationships, governmental programs and policies, national and international 

political and economic events and changes in interest rates.  In addition, because of 

the low margin deposits normally required in commodity futures trading, a high 

degree of leverage is typical of a commodity futures trading account.  As a result, a 

relatively small price movement in a commodity futures contract may result in 

substantial losses to the trader.  Moreover, commodity futures positions are marked 

to the market each day and variation margin payments must be paid to or by a 

trader.  To the extent that principal transactions are engaged in, including, but not 

limited to, swaps, forward foreign currency transactions and bonds, the investor 

must rely on the creditworthiness of a counterparty.  Commodity futures trading 

may also be illiquid, and certain commodity exchanges do not permit trading in 

particular commodities at prices that represent a fluctuation in price during a single 

day’s trading beyond certain set limits.  If prices fluctuate during a single day’s 

trading beyond those limits -- which conditions have in the past sometimes lasted 

for several days with respect to certain contracts -- the Archstone Fund could be 

prevented from promptly liquidating unfavorable positions and thus be subjected to 

substantial losses.  In addition, the CFTC and various exchanges impose 

speculative position limits on the number of positions that an individual or entity 

may indirectly hold or control in particular commodities.  As noted above, the 

Archstone Fund intends to trade in commodity interests solely through investments 

in other commodity pools.  Multi-investee-fund structures generally involve more 

complex fee structures than other pools and their profit potential may be adversely 

affected as a result of the potential for the pool to maintain offsetting positions due 

to the separate trading of various investee funds. 

 

Investment in Foreign Securities: Investment in foreign securities may be subject 

to greater risks than purely domestic investment due to a variety of factors 

including currency controls and the fluctuation of currency exchange rates, changes 

in governmental administration or economic or monetary policy (in the United 

States and abroad) or changed circumstances in dealings between nations.  

Dividends paid by foreign issuers may be subject to withholding and other foreign 

taxes that may decrease the net return on these investments as compared to 

dividends paid to the Archstone Fund by domestic corporations.  There may be less 

publicly available information about foreign issuers than about domestic issuers, 

and foreign issuers are not subject to uniform accounting, auditing and financial 

reporting standards and requirements comparable to those of domestic issuers.  

Securities of some foreign issuers are less liquid and more volatile than securities 

of comparable domestic issuers and foreign brokerage commissions are generally 

higher than in the United States.  Foreign securities markets may also be less 

liquid, more volatile and less subject to government supervision than those in the 

United States.  Investment in foreign countries could be affected by other factors 

not present in the United States, including expropriation, confiscatory taxation and 

potential difficulties in enforcing contractual obligations. 
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Investors in the Archstone Funds should be aware that the Portfolio Funds 

may invest in a wide range of securities or financial instruments, each of 

which may present different risks than those described in this Item 8.  It is 

critical that investors carefully review the relevant confidential private 

offering memorandum and other governing documents for a complete 

understanding of the material risks involved in relation to an investment in 

the Archstone Funds.  The information contained herein is a summary only 

and is qualified in its entirety by such documents.   
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ITEM 9 – DISCIPLINARY INFORMATION 

If there are legal or disciplinary events that are material to a client’s or prospective client’s evaluation of 

your advisory business or the integrity of your management, disclose all material facts regarding those 

events.  

Archstone and its management persons have not been involved in any legal, financial or disciplinary 

events in the past ten (10) years that would be material to an investor’s evaluation of the company or its 

personnel.  Should this information change, Archstone will promptly update this statement. 
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ITEM 10 – OTHER FINANCIAL INDUSTRY  

ACTIVITIES AND AFFILIATIONS 

Item 10.A If you or any of your management persons are registered, or have an application 

pending to register, as a broker-dealer or a registered representative of a broker-

dealer, disclose this fact. 

 

Not applicable.   

 

Item 10.B If you or any of your management persons are registered, or have an application 

pending to register, as a futures commission merchant, commodity pool operator, 

a commodity trading advisor, or an associated person of the foregoing entities, 

disclose this fact. 

 

In reliance on a CFTC no-action letter for fund of hedge fund managers, 

Archstone is currently not registered as a commodity pool operator. 

 

Item 10.C Describe any relationship or arrangement that is material to your advisory 

business or to your clients that you or any of your management persons have with 

any related person listed below. Identify the related person and if the relationship 

or arrangement creates a material conflict of interest with clients, describe the 

nature of the conflict and how you address it.  

1. broker-dealer, municipal securities dealer, or government securities 

dealer or broker  

2. investment company or other pooled investment vehicle (including a 

mutual fund, closed-end investment company, unit investment trust, 

private investment company or “hedge fund,” and offshore fund)  

3. other investment adviser or financial planner  

4. futures commission merchant, commodity pool operator, or commodity 

trading advisor  

5. banking or thrift institution  

6. accountant or accounting firm  

7. lawyer or law firm  

8. insurance company or agency  

9. pension consultant  

10. real estate broker or dealer  

11. sponsor or syndicator of limited partnerships 

 

As noted in Item 4.A, Archstone serves as investment adviser, sub-advisor, 

investment manager or general partner to the Archstone Funds and receives 

compensation for such services.  For the Offshore Funds, certain employees of 

Archstone hold positions on each of the Offshore Fund’s board of directors.   

 

Archstone, its employees and its related persons (including their respective family 

members) may invest directly in the Archstone Funds.  It should be noted that 

Archstone has waived the management fee, incentive allocation/fee and/or the 

preferred profit participation for all employees and members (including their 

respective family members) of Archstone who are invested in the Archstone 

Funds, but such persons still bear their pro rata portions of the applicable 

Archstone Fund’s expenses, and they are subject to the same 

withdrawal/redemption terms as the other investors. 
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In order to manage the above conflicts of interest, Archstone’s Code of Ethics 

requires access persons of Archstone to obtain prior written approval from 

Archstone’s Chief Compliance Officer before purchasing any limited offering, 

including the Archstone Funds. 

 

It should be noted that an equity member and related person of Archstone is 

currently employed by and registered with a FINRA-registered broker-

dealer.  This related person is not an employee of Archstone, and he is not a 

management person of Archstone.  Further, the FINRA-registered broker-dealer is 

not affiliated with Archstone. It should also be noted that, as explained in Item 

12, Archstone generally does not utilize the services of broker-dealers because the 

Archstone Funds invest in Portfolio Funds.  As such, Archstone is of the view that 

there is no inherent material conflict of interest as a result of this relationship. 

 

Archstone is the principal business for all its employees. It should be noted; 

however, that certain of Archstone’s members, officers and employees conduct 

outside business activities which are investment advisory in nature, and may 

include the management of trading accounts on their own behalf.  Certain 

independent equity members and principals of Archstone (who do not participate 

in the day-to-day operations of the firm) sit on the advisory boards for outside 

companies and/or have senior positions at other investment advisory firms.  Such 

equity members and principals may receive compensation in connection with 

certain of these positions.  It should also be noted that certain of Archstone’s 

principals and (employee and independent) equity members, are also members of 

the investment committees of endowments and foundations, sit on the boards of 

public companies and/or may have other outside activities.  These individuals 

(who may be involved in the day-to-day operations of the firm), may receive 

compensation in connection with certain of these activities. Such other activities 

or accounts may have investment objectives or may implement investment 

strategies similar to those of the Archstone Funds.  All such outside business 

activities are required to be reported to, and certain outside activities are required 

to be pre-approved by, the Chief Compliance Officer pursuant to Archstone’s 

Compliance Manual. 

 

Item 10.D If you recommend or select other investment advisers for your clients and you 

receive compensation directly or indirectly from those advisers that creates a 

material conflict of interest, or if you have other business relationships with those 

advisers that create a material conflict of interest, describe these practices and 

discuss the material conflicts of interest these practices create and how you 

address them. 

 

While Archstone selects Portfolio Funds that are managed by unaffiliated 

managers for the Archstone Funds’ investments, Archstone does not receive direct 

or indirect compensation from those Portfolio Funds.  Rather, Archstone is 

compensated by investors in the pooled investment vehicles managed by 

Archstone. 

 

It should be noted that members, officers and employees of underlying portfolio 

managers of the Portfolio Funds may maintain personal investments in the 

Archstone Funds.  In such instances, neither the Portfolio Fund nor Archstone 

requires the other party to reciprocate such investment, and each investment is the 

result of an independent investment decision made by the investing party.  There 
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is no special treatment of such investors, but such investments may give rise to 

conflicts of interest.  Each investment is treated in the same manner with the same 

liquidity rights as any other investor.  As part of the proxy voting procedures, 

investments such as this, to the extent they apply, are carefully reviewed to ensure 

that conflicts of interest are identified and addressed.   
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ITEM 11 – CODE OF ETHICS, PARTICIPATION OR INTEREST IN 

CLIENT TRANSACTIONS AND PERSONAL TRADING 

Item 11.A If you are an SEC-registered adviser, briefly describe your code of ethics adopted 

pursuant to SEC rule 204A-1 or similar state rules. Explain that you will provide a 

copy of your code of ethics to any client or prospective client upon request. 

 

Archstone has adopted a Compliance Manual and Code of Ethics to monitor the 

potential conflicts of interests within the firm as it relates to access persons’ 

personal trading (including investments in hedge funds, among others) and 

outside business activities and other matters.  Archstone’s Code of Ethics has 

been designed to comply with the requirements of Advisers Act Rule 204A-1 and 

is part of Archstone’s Compliance Manual.  Among other things, the Compliance 

Manual and Code of Ethics (i) requires that all employees comply with federal 

securities laws, (ii) requires that all employees submit to Archstone reports 

containing their personal securities holdings and transactions in reportable 

securities, and that Archstone review such reports, (iii) requires all employees to 

obtain pre-approval of certain types of investments, (iv) requires employees to 

disclose their outside business activities,  and (v) contains policies and procedures 

designed to prevent the misuse of material, non-public information.  Additionally, 

Archstone employees are required to report and pre-clear certain political 

contributions, in connection with Advisers Act Rule 206(4)-5.  All personnel of 

Archstone are required to certify their compliance with the Compliance Manual 

and Code of Ethics upon hire and generally on an annual basis thereafter. 

 

Archstone also maintains policies and procedures to prevent insider trading that 

are designed to prevent the misuse of material, non-public information.  

Archstone’s personnel are required to certify their compliance with the Code of 

Ethics and policies and procedures to prevent insider trading.  Archstone’s insider 

trading policies prohibit it and its personnel from trading for advisory clients or 

themselves, or recommend trading, in securities of a company while in possession 

of material, nonpublic information (“Inside Information”) about the company, and 

from disclosing such information to any person not entitled to receive it.  In 

addition, among other things, such policies seek to control and monitor the flow 

of Inside Information to and within the firm, as well as prevent trading based on 

Inside Information. 

 

Clients or prospective clients may obtain a copy of Archstone’s Code of Ethics by 

contacting the Chief Compliance Officer, Rinarisa Coronel DeFronze, at 212-201-

0517 or via e-mail at rdefronze@archstonepartners.com. 
 

Item 11.B If you or a related person recommends to clients, or buys or sells for client 

accounts, securities in which you or a related person has a material financial 

interest, describe your practice and discuss the conflicts of interest it presents. 

Describe generally how you address conflicts that arise.  

 

Examples: (1) You or a related person, as principal, buys securities from (or sells 

securities to) your clients; (2) you or a related person acts as general partner in a 

partnership in which you solicit client investments; or (3) you or a related person 

acts as an investment adviser to an investment company that you recommend to 

clients 

 

mailto:dparker@archstonepartners.com
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Archstone may from time to time arrange for a transaction between two or more 

the Archstone Funds, in which one Fund buys an interest in an underlying 

Portfolio Fund or sells such investment to another Fund managed by Archstone 

(each, a “cross transaction”).  Each cross transaction is effected at “fair value”, 

which is generally the reported net asset value of the underlying Portfolio Fund; 

although in extraordinary circumstances, it may be at such other fair valuation 

determined by Archstone in accordance with its valuation policies and procedures.  

Archstone receives no compensation (other than its management fee and incentive 

fee), directly or indirectly, for effecting a particular cross transaction. Although 

Archstone will receive no compensation for cross transactions, underlying 

Portfolio Funds may assess customary transfer fees, expenses or commissions in 

connection with any such cross transaction which will typically be borne by the 

participating Archstone Funds on a pro rata basis. 

 

Archstone will only engage in a cross transaction after determining that such 

transaction would be suitable and appropriate for each participating Fund.  Cross 

transactions will often inure to the benefit of the selling and buying Fund.  

Archstone may determine that a cross transaction between two managed Funds 

benefits both participants for a variety of reasons, such as, one Archstone Fund 

needs to reduce/increase its investment in an underlying Portfolio Fund and 

another Archstone Fund needs to increase/reduce its investment in the same 

underlying Portfolio Fund.  Archstone may effect such a transaction by directing 

the transfer of the interests between the Archstone Funds.   

 

When a potential cross transaction involves a Fund or account that has a 

significant beneficial ownership by Archstone or its affiliates and control persons, 

it will be considered whether this transaction should be treated as a principal 

transaction (as defined under Section 206(3) of the Advisers Act). Archstone will 

not effect any cross trades between the Funds if it believes that such transaction 

would result in a principal transaction unless Archstone obtains the consent of the 

applicable Funds’ investors. 

 

As noted in Items 4.A and 10.C, Archstone serves as sub-advisor, investment 

manager or general partner to the Archstone Funds and receives compensation for 

such services.  From time to time, Archstone may determine that an investment 

opportunity in an underlying Portfolio Fund is appropriate for one Archstone 

Fund but not that other. In fact, there may be situations in which a Fund or its 

related persons have made investments that would have been suitable for 

investment by one Archstone Fund but, for various reasons, were not pursued by 

another Fund. In the event the Archstone Funds have competing interests in a 

limited investment opportunity, an investment decision would be made on the 

basis of numerous considerations, including, without limitation, the Funds’ 

investment/risk parameters, cash flows and liquidity, assets under management 

and current exposure, participating in other opportunities, compliance with 

applicable laws and tax concerns or comparable portfolio holdings.  

 

In addition, Archstone, its employees and its related persons may also invest 

directly in one or more the Archstone Funds without being charged fees.  It 

should be noted; however, that any such affiliated persons who invest in 

the Archstone Funds will bear their pro rata portion of operating expenses 

of the relevant Archstone Fund(s) and are subject to the same liquidity 

rights and restrictions as disclosed in the Archstone Funds’ offering 
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documents. 
 

The fact that Archstone, its employees and its related persons may have a 

financial ownership interest in the Archstone Funds creates a potential conflict in 

that it could cause Archstone to make different investment decisions than if they 

did not have such a financial ownership interest.  Further, Archstone charges the 

Archstone Funds fees based on a percentage of assets under management via the 

management fee and, in some instances, based on performance via the preferred 

profit participation or incentive allocation/fee, as applicable.  The management fee 

is payable without regard to the overall success or income earned by the 

Archstone Funds and therefore may create an incentive on the part of Archstone 

to raise or otherwise increase assets under management to a higher level than 

would be the case if Archstone were receiving a lower or no management fee.  In 

instances where an Archstone Fund is charged a performance-based fee, 

Archstone may have an incentive to make investments that are riskier or more 

speculative than it otherwise would.   

 

Taking into consideration the conflicts of interest disclosed above and as noted 

above in Item 11.A, Archstone has established a Code of Ethics that sets forth a 

standard of business conduct that takes into account Archstone’s status as a 

fiduciary and requires access persons to place the interests of the Archstone Funds 

and investors above their own interests.   

 

Item 11.C If you or a related person invests in the same securities (or related securities, e.g., 

warrants, options or futures) that you or a related person recommends to clients, 

describe your practice and discuss the conflicts of interest this presents and 

generally how you address the conflicts that arise in connection with personal 

trading. 

 

As previously noted, Archstone Partners II, L.P. serves as a feeder fund to 

Archstone Partners, L.P. and therefore will invest all of its investable assets in 

Archstone Partners, L.P.  Archstone Partners, L.P. (and thus indirectly Archstone 

Partners II, L.P.) and Archstone Offshore Fund, Ltd. may from time to time invest 

in one or more of the other Archstone Funds (each an “Affiliated Fund of Funds”) 

managed or advised by Archstone.  In that event, Archstone Partners, L.P. (and 

thus indirectly Archstone Partners II, L.P.) and Archstone Offshore Fund, Ltd. 

will not be charged any management or performance based fees by the Affiliate 

Fund of Funds nor will Archstone Partners, L.P. (and thus indirectly Archstone 

Partners II, L.P.) and Archstone Offshore Fund, Ltd. be charged any 

organizational, offering, accounting, administration, legal or other fees or 

expenses incurred at the Affiliated Fund of Funds level, other than those expenses 

directly related to an investment by Archstone Partners, L.P. (and thus indirectly 

Archstone Partners II, L.P.) and Archstone Offshore Fund, Ltd. in Portfolio 

Funds.  While an investment by Archstone Partners, L.P. (and thus indirectly 

Archstone Partners II, L.P.) and Archstone Offshore Fund, Ltd. in an Affiliated 

Fund of Funds may enable Archstone and its affiliates to offer a broader array of 

investment funds to the Archstone Funds and its investors, such an investment 

presents a conflict of interest. 

 

Archstone’s officers, employees and access persons may also invest in the 

underlying Portfolio Funds that Archstone recommends to its clients.  As limited 

partners or shareholders of the same Portfolio Fund(s), such officers, employees 

and access persons would be participating in any capital gains (or losses) along 
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with the Archstone Funds and its investors.  Furthermore, members, officers and 

employees of the underlying portfolio managers of the Portfolio Funds in which 

the Archstone Funds invest may maintain personal investments in the Archstone 

Funds.  In such instances, neither the underlying portfolio manager/Portfolio 

Funds nor Archstone require the other party to reciprocate such investment and 

each investment is the result of an independent investment decision made by the 

investing party, be it Archstone or the underlying portfolio manager/underlying 

Portfolio Funds (including their members, officers or employees).  It should be 

noted that in each case, there is no special treatment of such investors in the 

Archstone Funds, but such investments may give rise to conflicts of interest.  

Each investment by such parties in the Archstone Funds is treated in the same 

manner with the same liquidity rights as any other investor.  As part of the proxy 

voting procedures, investments such as this, to the extent they apply, are generally 

reviewed to ensure that conflicts of interest are identified and adequately 

addressed.  It should also be noted that there may be instances whereby 

Archstone’s officers, employees and access persons make direct investments in 

financial instruments that are also held by an underlying Portfolio Fund. 

 

Archstone seeks to monitor the potential conflicts of interests within the firm as it 

relates to access person’s personal trading (including investments in the Archstone 

Funds).  Each access person transaction is strictly required to be made in 

accordance with Archstone’s Code of Ethics.  In this regard, employees are 

subject to pre-clearance and periodic reporting requirements of their holdings and 

securities transactions under the firm’s Code of Ethics.  As previously noted, 

Archstone’s Code of Ethics requires Archstone’s access persons to obtain prior 

written approval from the Chief Compliance Officer before purchasing any 

limited offering.  The Chief Compliance Officer reviews access persons’ personal 

transaction reports to make sure each access person is conducting his or her 

personal securities transactions in a manner that is consistent with the Code of 

Ethics.   

 

Please also refer to Item 11.B above.  

Item 11.D If you or a related person recommends securities to clients, or buys or sells 

securities for client accounts, at or about the same time that you or a related 

person buys or sells the same securities for your own (or the related person's 

own) account, describe your practice and discuss the conflicts of interest it 

presents. Describe generally how you address conflicts that arise.  

 

Archstone may simultaneously seek to purchase investments for the Archstone 

Funds for which it or an affiliate serves as investment adviser or general partner 

(or in a similar capacity).  While Archstone will have the discretion to apportion 

such investments among such entities and, in the case of limited capacity in the 

underlying Portfolio Fund that is suitable for more than one Archstone Fund, will 

make its allocation decisions based on principals of fairness and equity, Archstone 

cannot assure equal treatment across all Archstone Fund accounts.  Further, due to 

timing of withdrawals/redemptions and contributions, Archstone may give advice 

or take action with respect to the investments of one or more Archstone Funds that 

may not be given or taken with respect to other Archstone Funds with similar 

investment programs, objectives, and strategies.  Accordingly, due to timing of 

withdrawals/redemptions and contributions, the Archstone Funds with similar 

strategies may not hold the same securities or instruments or achieve the same 

performance returns. 
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Archstone and its personnel may have conflicts in allocating their time and 

services among advisory clients.  Archstone will devote as much time to each 

advisory client as it deems appropriate to perform its duties in accordance with its 

investment management agreements. 

 

As noted in Item 10.C, certain of Archstone’s members, officers and employees 

conduct outside business activities which are investment advisory in nature, and 

may include the management of trading accounts on their own behalf.  Certain 

independent equity members and principals of Archstone (who do not participate 

in the day-to-day operations of the firm) sit on the advisory boards for outside 

companies and/or have senior positions at other investment advisory firms.  Such 

equity members and principals may receive compensation in connection with 

certain of these positions.  It should also be noted that certain of Archstone’s 

principals and (employee and independent) equity members, are also members of 

the investment committees of endowments and foundations, sit on the boards of 

public companies and/or may have other outside activities.  These individuals 

(who may be involved in the day-to-day operations of the firm), may receive 

compensation in connection with certain of these activities. Such other activities 

or accounts may have investment objectives or may implement investment 

strategies similar to those of the Archstone Funds.  All such outside business 

activities are required to be reported to, and certain outside activities are required 

to be pre-approved by, the Chief Compliance Officer pursuant to Archstone’s 

Compliance Manual 

 

As noted in Item 11.A, Archstone has adopted a Code of Ethics to monitor such 

potential conflicts of interests.  Please also refer to Items 11.B and 11.C above.  

  

 As an aside, it should also be noted that members, officers and employees of 

Archstone may personally have arrangements in place with the service providers 

and vendors, including third-party consultants (collectively, the “Outside 

Vendors”) utilized by Archstone and/or the Archstone Funds (i.e., personal bank 

accounts maintained with an outside vendor).  In such instances, each 

arrangement is the result of an independent decision made by such member, 

officer or employee.  It should be noted that in each case, there is no special 

treatment requested by the Archstone member, officer or employee, but such 

arrangements may give rise to conflicts of interest. 

 

It should also be noted that Archstone periodically receives investments from 

investors referred by certain third-party consultants (the “Third-Party 

Consultants”), who advise their underlying client base on alternative investment 

options.  Such Third-Party Consultants, including their respective members, 

officers and employees may also maintain personal investments in the Archstone 

Funds.  Members, officers, and employees of the Third-Party Consultants receive 

no more favorable terms than those that are available to the other investors in the 

Archstone Funds. 
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ITEM 12 – BROKERAGE PRACTICES 

Item 12.A.1 Describe the factors that you consider in selecting or recommending broker-

dealers for client transactions and determining the reasonableness of their 

compensation (e.g., commissions).  

1. Research and Other Soft Dollar Benefits. If you receive research or 

other products or services other than execution from a broker-dealer or 

a third party in connection with client securities transactions (“soft 

dollar benefits”), disclose your practices and discuss the conflicts of 

interest they create.  

a.  Explain that when you use client brokerage commissions (or 

markups or markdowns) to obtain research or other products or 

services, you receive a benefit because you do not have to 

produce or pay for the research, products or services.  

b. Disclose that you may have an incentive to select or recommend 

a broker-dealer based on your interest in receiving the research 

or other products or services, rather than on your clients’ interest 

in receiving most favorable execution.  

c. If you may cause clients to pay commissions (or markups or 

markdowns) higher than those charged by other broker-dealers in 

return for soft dollar benefits (known as paying-up), disclose this 

fact.  

d. Disclose whether you use soft dollar benefits to service all of 

your clients’ accounts or only those that paid for the benefits. 

Disclose whether you seek to allocate soft dollar benefits to 

client accounts proportionately to the soft dollar credits the 

accounts generate.  

e. Describe the types of products and services you or any of your 

related persons acquired with client brokerage commissions (or 

markups or markdowns) within your last fiscal year.  

f. Explain the procedures you used during your last fiscal year to 

direct client transactions to a particular broker-dealer in return 

for soft dollar benefits you received.  

Not applicable.  As Archstone is a “fund-of-funds” manager with no direct 

investments other than those in Portfolio Funds or in other Archstone Funds, 

Archstone is not involved in selecting or recommending broker-dealers for 

Archstone Fund transactions and determining the reasonableness of broker-dealer 

compensation (i.e., commissions).  Archstone has no control in negotiating the 

rates of compensation the Portfolio Funds, and ultimately the Archstone Funds’ 

investors, will pay.  Furthermore, Archstone does not receive research or other 

products or services from broker-dealers or third parties in connection with 

Archstone Fund transactions (“soft dollar benefits”).  It is expected that Portfolio 

Managers utilized by the Archstone Funds will allocate brokerage business 

generally on the basis of best available execution and in consideration of such 

brokers’ provision of brokerage, research and related services (but no absolute 
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assurances can be made in that respect).  Archstone has no direct control over 

Portfolio Managers’ best execution review processes. 

 

It should be noted that there has been an occasion where certain of the Archstone 

Funds have received an in-kind distribution from a Portfolio Fund.  In this limited 

circumstance, Archstone was able to select the broker to house and sell such 

securities. In that event, Archstone did not receive any products, research services 

or any other type of benefit from such broker. 

 

Item 12.A.2 Brokerage for Client Referrals. If you consider, in selecting or recommending 

broker-dealers, whether you or a related person receives client referrals from a 

broker-dealer or third party, disclose this practice and discuss the conflicts of 

interest it creates.  

a. Disclose that you may have an incentive to select or recommend a 

broker-dealer based on your interest in receiving client referrals, 

rather than on your clients’ interest in receiving most favorable 

execution.  

b. Explain the procedures you used during your last fiscal year to direct 

client transactions to a particular broker-dealer in return for client 

referrals.  

Not applicable.  Archstone’s investments are in Portfolio Funds or other 

Archstone Funds, which are not traded on an exchange.  As such, Archstone 

generally does not utilize brokers or dealers to execute transactions.  As noted 

above, there has been an occasion where Archstone was able to select the broker 

to house securities from an in-kind distribution from a Portfolio Fund. 

 

Item 12.A.3 Directed Brokerage.  

a. If you routinely recommend, request or require that a client direct 

you to execute transactions through a specified broker-dealer, 

describe your practice or policy. Explain that not all advisers require 

their clients to direct brokerage. If you and the broker-dealer are 

affiliates or have another economic relationship that creates a 

material conflict of interest, describe the relationship and discuss the 

conflicts of interest it presents. Explain that by directing brokerage 

you may be unable to achieve most favorable execution of client 

transactions, and that this practice may cost clients more money.  

b. If you permit a client to direct brokerage, describe your practice. If 

applicable, explain that you may be unable to achieve most favorable 

execution of client transactions. Explain that directing brokerage 

may cost clients more money. For example, in a directed brokerage 

account, the client may pay higher brokerage commissions because 

you may not be able to aggregate orders to reduce transaction costs, 

or the client may receive less favorable prices.  

Not applicable.  As noted above, Archstone has no control in deciding what 

brokers and dealers the underlying portfolio managers will use and in negotiating 

the rates of compensation the Portfolio Funds, and ultimately the Archstone 

Funds’ investors, will pay.  It is expected that the underlying portfolio managers 
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will allocate brokerage business generally on the basis of best available execution 

and in consideration of such brokers’ provision of brokerage and research services 

(but no absolute assurances can be made in that respect).   

 

Item 12.B Discuss whether and under what conditions you aggregate the purchase or sale of 

securities for various client accounts. If you do not aggregate orders when you 

have the opportunity to do so, explain your practice and describe the costs to 

clients of not aggregating. 

 

Not applicable.  Archstone’s investments are in Portfolio Funds or other 

Archstone Funds.   
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ITEM 13 – REVIEW OF ACCOUNTS 

Item 13.A Indicate whether you periodically review client accounts or financial plans. If you 

do, describe the frequency and nature of the review, and the titles of the 

supervised persons who conduct the review. 

 

The Investment Committee is ultimately responsible for ensuring that all the 

Funds are meeting their stated investment objectives and guidelines. Active 

accounts are under continuous review with regard to investment policy, the 

suitability of the investments used to meet the policy objectives and the 

investment objectives of the particular account.  The Research Committee meets 

monthly to review the portfolios, to consider and make allocation decisions in 

light of general market conditions, to consider changes at the money manager and 

underlying Portfolio Fund level and to consider such other matters deemed 

relevant to the client accounts.  The Research Committee includes one or both of 

the Co-Portfolio Managers and a team of four other investment professionals.  Its 

meetings are also attended by members of Operations, Client Services, 

Finance/Accounting and Legal/Compliance teams.    

 

After a manager has been included in a Fund portfolio, the primary responsibility 

for ongoing monitoring is dedicated to one of Research Analysts on the team. The 

Research Analyst generally speaks with each manager on a monthly basis to 

receive updates on performance, exposures, drivers of returns, etc.  This 

information, as well as the Research Analyst’s opinions regarding each manager, 

is discussed at monthly meetings of the Research Committee.  All of Archstone’s 

Research Analysts are generalists, and typically have primary coverage 

responsibilities for managers across strategies and in several Archstone portfolios. 

A secondary coverage Research Analyst is also assigned to each manager for the 

purpose of challenging the primary Research Analyst’s views and providing 

redundancy to the team.  Archstone also seeks to conduct on-site visits with the 

underlying Portfolio Fund’s key decision-maker(s) on an annual basis.  

Throughout this process, Archstone continuously evaluates whether the money 

manager is employing strategies that are within its stated objectives and may use 

manager-provided information or public/regulatory filings to conduct its analysis.  

Archstone also uses quantitative risk management software to measure style drift 

by analyzing sector/style exposures and how the exposures have changed over 

time.  To verify sector/security exposures and portfolio liquidity, Archstone uses 

another quantitative analysis tool which incorporates holdings data from over 60 

countries, multiple asset classes and more than ten years of history. 

 

Monthly Research Committee meetings are the forum in which Research Analysts 

make recommendations for hiring or terminating a particular manager, as well as 

for increasing/decreasing a manager’s weight within each portfolio.  The findings 

of the operational due diligence team are also incorporated into the discussion and 

decision process.  

 

There is no specific factor which triggers a review and no procedure which 

determines the sequence in which accounts will be reviewed.  In general, 

transactions will be initiated in the Archstone Funds as a result of a new 

investment decision or realization of an existing investment that is not meeting 

expectations.   
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Item 13.B If you review client accounts on other than a periodic basis, describe the factors 

that trigger a review  

 

Please see Item 13.A above.  The accounts are under periodic review.   

 

Item 13.C Describe the content and indicate the frequency of regular reports you provide to 

clients regarding their accounts. State whether these reports are written. 

 

Investors are provided with the following written reports: (i) unaudited reports 

will be distributed to investors in each Archstone Fund on at least a quarterly basis 

setting out information determined by Archstone to be appropriate concerning 

valuations, profits, gains and losses; (ii) monthly reports which include estimated 

performance and capital account balances; (iii) audited financial reports prepared 

by the Archstone Funds’ independent auditors will be distributed to each investor 

on an annual basis; and (iv) all investors in the Partnerships will also be furnished 

with K-1s.   

 

Additionally, Archstone may, from time to time, in its discretion provide 

additional information upon request by an investor. 
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ITEM 14 – CLIENT REFERRALS AND OTHER COMPENSATION 

Item 14.A If someone who is not a client provides an economic benefit to you for providing 

investment advice or other advisory services to your clients, generally describe the 

arrangement, explain the conflicts of interest, and describe how you address the 

conflicts of interest. For purposes of this Item, economic benefits include any 

sales awards or other prizes. 

 

Not applicable.  

 

Item 14.B If you or a related person directly or indirectly compensates any person who is 

not your supervised person for client referrals, describe the arrangement and the 

compensation.  

 

Archstone has and may enter into other arrangements pursuant to which it 

compensates third parties for investor referrals.  Such arrangements will be made 

in compliance with Rule 206(4)-3 under the Advisers Act, as well as relevant SEC 

guidance.  In general, Archstone may pay third party solicitors out of the fees 

received by Archstone with regard to the Archstone Funds for investor referrals.  

All such fees, if any, will be fully disclosed to investors prior to investment. 

 

From time to time Archstone’s employees and/or principals may make charitable 

or political contributions and donations. Such activities are generally at the sole 

discretion of such employee.  In addition, in the normal course of business, 

Archstone may also provide entertainment or items that could be considered as 

gifts to various individuals and entities such as clients, investors, vendors, 

consultants and service providers. These contributions, donations, gifts and 

entertainment are not premised upon client referrals or any other type of benefit to 

Archstone.  Nevertheless, this practice may present the appearance of a conflict of 

interest in the event that the individual or entity refers a prospective client to 

Archstone in the future.  

  

Archstone maintains written policies and procedures with regard to the giving and 

receipt of gifts and entertainment and the giving of political donations and 

contributions. These policies and procedures require, among other things, the 

prohibition of excessive gifts/benefits/entertainment and pre-approval for certain 

activities in order to help minimize the risks associated with potential conflicts of 

interest between the interests of Archstone and its clients.  
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ITEM 15 – CUSTODY 

 

If you have custody of client funds or securities and a qualified custodian sends quarterly, or more 

frequent, account statements directly to your clients, explain that clients will receive account statements 

from the broker-dealer, bank or other qualified custodian and that clients should carefully review those 

statements. If your clients also receive account statements from you, your explanation must include a 

statement urging clients to compare the account statements they receive from the qualified custodian with 

those they receive from you. 

 

With respect to the Archstone Funds, each Archstone management entity is deemed to have custody by 

virtue of their status as investment manager and/or general partner, respectively.  Archstone will maintain 

the assets of the Archstone Funds in accounts with an unaffiliated “qualified custodian” pursuant to 

Rule 206(4)-2 under the Advisers Act and notify investors in writing through this Form ADV Part 2A of 

each of the qualified custodian’s name, address and the manner in which the assets are maintained 

promptly when the account is opened and following any changes to this information.   

 

Archstone has established custodial relationships for the Partnerships with First Republic Bank (1230 

Avenue of the Americas, New York, NY 10020) (“First Republic”) and Bank of New York Mellon, 

through its’ agent and nominee subsidiary Charles Frederic & Co. (101 Barclay Street, 13th Floor West, 

New York, NY 10286) (“BNY Mellon”) whereby First Republic serves as the qualified custodian for 

certain of the cash assets of the Partnerships and BNY Mellon will serve as qualified custodian for certain 

of the cash assets and securities of the Partnerships. 

 

Archstone has established custodial relationships for the Funds with Bank of New York Mellon, through 

its’ agent and nominee subsidiary Charles Frederic & Co. (101 Barclay Street, 13th Floor West, New 

York, NY 10286) and The Northern Trust International Banking Corporation, NJ (HFC, Plaza 10, 3 

Second Street, Suite 1401 Jersey City, NJ 07311)whereby BNY Mellon will serve as qualified custodian 

for certain of the cash and securities of the Funds and The Northern Trust International Banking 

Corporation, NJ will serve as qualified custodian for certain of the cash assets of the Funds. 
 

Investors will not receive statements directly from the custodian. To ensure compliance with Rule 206(4)-

2 under the Advisers Act, Archstone reasonably believes that all investors in the Archstone Funds will be 

provided with audited financial statements for the Archstone Funds within 180 days of the Funds’ fiscal 

year ends.  Further, the Archstone Fund’s financial statements are prepared by an independent accounting 

firm that is registered with and subject to review by the Public Company Accounting Oversight Board, in 

accordance with U.S. Generally Accepted Accounting Principles.    Investors should carefully review the 

audited financial statements of the Archstone Funds. 
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ITEM 16 – INVESTMENT DISCRETION 

 
If you accept discretionary authority to manage securities accounts on behalf of clients, disclose this fact 

and describe any limitations clients may (or customarily do) place on this authority. Describe the 

procedures you follow before you assume this authority (e.g., execution of a power of attorney).  

 

Archstone has discretionary authority to manage the Archstone Funds.  Archstone is authorized to make 

purchase and sale decisions for the Archstone Funds.  As explained in Item 4.C above, individual 

investors in the Archstone Funds do not have the ability to impose limitations on Archstone’s 

discretionary authority.  Prospective investors are provided with an offering memorandum prior to their 

investment and are encouraged to carefully review the offering memorandum, along with all other 

relevant offering documents, and to be sure that the proposed investment is consistent with their 

investment goals and tolerance for risk.  Prospective investors must also execute a subscription 

agreement, which constitutes a legal, valid and binding obligation of the investor, enforceable in 

accordance with its terms.   

 

  



 

42 

ITEM 17 – VOTING CLIENT SECURITIES 

Item 17.A If you have, or will accept, authority to vote client securities, briefly describe your 

voting policies and procedures, including those adopted pursuant to SEC rule 

206(4)-6. Describe whether (and, if so, how) your clients can direct your vote in a 

particular solicitation. Describe how you address conflicts of interest between you 

and your clients with respect to voting their securities. Describe how clients may 

obtain information from you about how you voted their securities. Explain to 

clients that they may obtain a copy of your proxy voting policies and procedures 

upon request. 

 

Archstone understands and appreciates the importance of proxy voting.  

Archstone has established procedures for exercising proxy voting rights.  The 

Investment Committee ultimately decides on how to vote a proxy, and is 

supported by Archstone’s Research, Operations and Compliance teams.  

Archstone’s proxy voting procedures are designed to ensure that proxies voted by 

the firm are voted in the best interests of the Archstone Funds.   

 

It should be noted that since the Archstone Funds do not directly hold exchange 

traded securities, the exercise of proxy votes typically involves limited partner or 

shareholder votes with respect to the underlying Portfolio Fund’s organizational 

and governance issues.  For example, the underlying Portfolio Funds typically 

seek investor approval on a variety of matters which may include, but are not 

limited to: (i) obtaining authority to issue new classes of securities; (ii) changing 

management and/or incentive fee/allocation terms; and (iii) imposing greater 

limits on investor’s ability to withdraw/redeem. 

 

Prior to voting any proxies, the compliance procedures adopted by the firm 

require that the Research team, in consultation with the Chief Compliance Officer, 

identify and address any potential or actual conflicts of interests between 

Archstone and its clients.  A consideration on how the proposal impacts the firm’s 

clients is also made. If a material conflict of interests exists, the Research team, in 

consultation with the Chief Compliance Officer, will determine whether voting in 

accordance with the guidelines set forth in the written procedures is in the best 

interests of the client or whether some other appropriate action should be taken.   

If no material conflict is identified pursuant to its set procedures, the Investment 

Committee, with the benefit of a recommendation from the Research team, will 

make a decision on how to vote the proxy in question.  A member of the 

Operations team ensures delivery of the proxy, in accordance with instructions 

related to such proxy, in a timely and appropriate manner.   

 

Archstone keeps a record of its proxy voting policies and procedures, proxy 

statements received, votes cast, all communications received and internal 

documents created that were material to voting decisions and each client request 

for proxy voting records and Archstone’s response for the previous five years.   

 

If you have any questions about Archstone’s proxy voting policy, its proxy 

record-keeping procedures or if you would like any detailed information about 

how proxies are actually voted, please contact the Chief Compliance Officer, 

Rinarisa Coronel DeFronze, at 212-201-0517 or via e-mail at 

rdefronze@archstonepartners.com. 

 

Item 17.B If you do not have authority to vote client securities, disclose this fact. Explain 

mailto:dparker@archstonepartners.com
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whether clients will receive their proxies or other solicitations directly from their 

custodian or a transfer agent or from you, and discuss whether (and, if so, how) 

clients can contact you with questions about a particular solicitation.  

 

Not applicable.  
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ITEM 18 – FINANCIAL INFORMATION 

Item 18.A If you require or solicit prepayment of more than $1,200 in fees per client, six 

months or more in advance, include a balance sheet for your most recent fiscal 

year.  

1. The balance sheet must be prepared in accordance with generally 

accepted accounting principles, audited by an independent public 

accountant, and accompanied by a note stating the principles used to 

prepare it, the basis of securities included, and any other explanations 

required for clarity.  

2. Show parenthetically the market or fair value of securities included at 

cost.  

3. Qualifications of the independent public accountant and any 

accompanying independent public accountant’s report must conform to 

Article 2 of SEC Regulation S-X.  

Not applicable.   

Item 18.B If you have discretionary authority or custody of client funds or securities, or you 

require or solicit prepayment of more than $1,200 in fees per client, six months or 

more in advance, disclose any financial condition that is reasonably likely to 

impair your ability to meet contractual commitments to clients.  

 

Archstone is not currently aware of any financial condition that is reasonably 

likely to impair its ability to meet contractual commitments to the Archstone 

Funds. 

 

Item 18.C If you have been the subject of a bankruptcy petition at any time during the past 

ten years, disclose this fact, the date the petition was first brought, and the current 

status. 

 

Not applicable.  

 

 


