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Material Changes

This is an annual update of our brochure. There Heeen no material changes since our last
filing.
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Advisory Business

Founded in 2005, Halcyon Asset-Backed Advisors BRo( referred to as “Halcyon
Asset-Backed Advisors” or “we”), a stressed andtrdssed asset-backed security
advisor, is an investment advisory services firnfiliaed with Halcyon Asset
Management LLC, a leading global asset managenrenfdr private investment funds.
Halcyon Asset-Backed Advisors’ regulatory assetdenmanagement are estimated to be
$2,765,059,718 as of December 31, 2014. HalcyosetABacked Advisors and its
affiliates (referred to as the “Halcyon Group”) rage approximately $11 billion in client
assets as of March 1, 2015, for a diverse growugduisory client funds whose investors
include leading public and private pension fundsjaavments, foundations, financial
institutions, insurance companies, funds of hedgpel$, and high-net-worth individuals.
Halcyon Group’s advisory client funds have investiorthe United States, Canada, Latin
America, the United Kingdom, Continental Europeg tMiddle East, Asia, and
Australasia.

Halcyon Asset-Backed Advisors is headquartered ew Nork. It has been registered
with the United States Securities and Exchange Cesiom (referred to as the SEC)
since 2006. Joseph Wolnick is Chief Investmentic®ffand a Managing Principal of
Halcyon Asset-Backed Advisors, and James CoppalaJaseph Godley are Portfolio
Managers and Managing Principals. Halcyon AssekBa Advisors’ principal owners
include the Portfolio Managers, along with Halcystoldings LLC and Halcyon

Structured Asset Management LP, each of which oowes 25% of Halcyon Asset-
Backed Advisors. Brian Woodby and Ryan Bendixenaso Managing Principals and
own less than 5% of Halcyon Asset-Backed Advisdree Halcyon Group draws on the
skills and experience of approximately 125 emplsyemproximately 50 of whom are
investment professionals.

Halcyon Asset-Backed Advisors is active in the seleoy markets for distressed, non-
investment grade, and investment-grade structurednde products with a main
concentration on asset-backed securities. We seeklentify specific sectors and
securities that present the most attractive contibbinaof current income and principal
performance. This approach generally focuses awmobifavor and/or undervalued
sectors and/or issuers. Halcyon Asset-Backed Adwvigses a disciplined investment and
risk management process which emphasizes rigotmgamental research and analysis.
Halcyon Asset-Backed Advisors seeks to build afplistcarefully on a bottom-up basis,
choosing and sizing individual positions based lwairtrelative risk/reward profiles and
employs an active management approach that empkafdxibility in the allocation of
assets across a wide range of asset classes.

We tailor advisory services to the individual neaas specified investment mandate of
our sole advisory client fund, structured as a srafgteder complex consisting of two
directed feeder funds and one master fund thatydalésset-Backed Advisors sponsors
and controls (collectively referred as the “FundsiYe adhere to the investment strategy
set forth in the Private Placement Memoranda of fdesler funds. The investment
management agreement with the Funds does not eegsiito tailor our services to the
needs of specific underlying investors in the feddeds.



We do not participate in wrap fee programs. Aligiowur authority over the feeder
funds is limited to investing their assets into thaster fund, we manage the master fund
on a fully discretionary basis.

Fees and Compensation

Halcyon Asset-Backed Advisors receives compensdtiom the Funds calculated as a
percentage of the assets Halcyon Asset-Backed édvimianages and on performance
achieved for the interests in the client’s accouflhe governing documents of the Funds
permit us to negotiate different fees with investor the Funds separately and to waive
the fees for certain of our affiliates, principadsd employees. Neither Halcyon Asset-
Backed Advisors nor any of its principals or empgley receives any transaction-based
compensation for the sale of securities or othegstment products.

Halcyon Asset-Backed Advisors deducts one-twelfththe asset-based fee described
above from the Funds’ accounts monthly. Becaugestors in the Funds may not make
intra-month withdrawals of their capital, they dot pay a management fee in excess of
what they owe for the entire month. Halcyon A€3atked Advisors generally deducts
performance-based compensation described abovethemelevant Fund’s accounts at
the end of each year, or a shorter period coingigiith an earlier withdrawal date with
respect to the withdrawn amount.

The Funds bear all costs and expenses directltecklto portfolio investment or
prospective investments (whether or not consummatadcluding brokerage
commissions; interest on debit balances or borrgsyicustodial fees; fees and profit-
sharing payments due to unaffiliated advisors, aiNisors, consultants, and lawyers
(which do not offset the management fees or théopaance compensation payable to
Halcyon Asset-Backed Advisors); specific expensesirired in obtaining or maintaining
systems, research and other information utilizedpfrtfolio management, valuations or
accounting, including the costs of statistics angdimy services, service contracts for
guotation equipment and related hardware and sodtvead any withholding or transfer
taxes imposed on Funds. The Funds also bear #bfeqpocket expenses of its
administration including accounting, audit, adntirasor, offering, licensing, compliance
and legal expenses, costs of any litigation or shgation involving its activities, costs
associated with reporting and providing informatiorexisting and prospective investors,
and the partial costs of any regulatory filingsc{iaing any filings made by Halcyon
Asset-Backed Advisors relating to the Fund, e.gnFBF or under the AIFM Directive)
and any liability insurance obtained on behalf loé tFunds, Halcyon Asset-Backed
Advisors or its affiliates. Halcyon Asset-Backedwdsors seeks to allocate expenses in a
fair and reasonable manner but cannot guaranteactheacy of all expense allocations
and is not financially responsible for incorredbetions in the absence of a breach of
the standard of care set forth in the client’s goweg documents.

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



Performance-Based Fees and Side-By-Side Management

Halcyon Asset-Backed Advisors receives performdrmased compensation from all of
its advisory clients.

Types of Clients

Our advisory client is a private investment funthe feeder funds have a diverse group
of investors, including leading pension funds, emchents, foundations, financial
institutions, hedge funds of funds, and high-nettivandividuals throughout the world.
Halcyon Asset-Backed Advisors requires investoas #re US persons to be “accredited
investors” and “qualified purchasers” or “knowledipe employees” (as defined in
applicable federal securities laws and regulations)

Method of Analysis, Investment Strategies, and Riskf Loss

Halcyon Asset-Backed Advisors seeks to provideclient with attractive risk-adjusted
returns by executing its value-oriented investmémtspecific structured finance product
strategies. We concentrate on seasoned, stresdedisiressed asset-backed securities.
These investments may range in credit from unrdatedAAA.” Our investment
approach is driven by our focus on strong valueraad philosophy and the
identification of specific sectors and securitidsatt present the most attractive
combination of current income and principal perfante. This bottom-up approach
generally focuses on out-of-favor and/or undervélsectors and/or issuers.

The analytical process concentrates on credit relseaebt-instrument structure and
covenant protection. Generally, when investingatow-investment-grade debt, we seek
to identify securities within asset classes thatoekeve are likely to experience stable or
improving conditions. Specific factors consideredhe research process may include
general industry trends, cash flow generation agpaasset valuation, other debt
maturities, collateral value, and priority of paymte

In managing our client’s portfolio, Halcyon Asse&dked Advisors employs an active
management approach that emphasizes the flexilbditgllocate assets across a wide
range of asset classes and thereby provides thentdes of a widely diversified
portfolio. Our research team searches a broad afrasset categories and sectors to
identify the most attractive relative value progpecHalcyon Asset-Backed Advisors
strategically utilizes asset-backed securities, tgage-backed securities, and other
structured finance vehicles. Halcyon Asset-Backetlisors attempts to anchor the
portfolio with defensive, lower-risk, less volatil@vestments within its investment
universe, and generally secured investments thatpaent interest/cash payments and
then add higher-return investments that have les®lation to overall equity and credit
markets. Halcyon Asset-Backed Advisors seeks tolaye quantitative and qualitative
top-down risk management framework.

Halcyon Asset-Backed Advisors’ dedication to thgorous management of risk within
and across subsets of its portfolios is designeidentify and address appropriately the
sorts of risk inherent in the types of transactiomsvhich we participate. However,
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despite our risk management process, investingyrsacurities and other assets involves
a risk of loss that the investors in the Funds rbegprepared to bear.

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

Asset-backed securities. Asset-backed securities raartgage-backed securities are
affected by interest rate changes, credit riskpayenent risk, and risks related to the
collateral, including regulatory risks relating tepossession and consumer protection
laws.

Non-investment-grade investments. Our strategi¢isnas call for us to invest in issuers
experiencing financial distress or stress, andcoedlit investments at times are unsecured
or subordinated. Our strategies and the succesaradccounts depend upon our ability
to gather all relevant information about each itwest and to assess it accurately, not
only at the time of investment but through our lmddperiod until Halcyon Asset-
Backed Advisors disposes of the investment. Opeetations regarding the favorable
outcome of any investment can be adversely affebtedumerous factors beyond our
control, including our receipt of incomplete or acarate data, our failure to assess it
accurately, and unpredictable changes in circuraetgn including unforeseeable
macroeconomic circumstances unrelated to our asalyshe specific investment.

llliquidity. Halcyon Asset-Backed Advisors may keainvestments in securities or other
instruments that are not readily marketable or testse to be readily marketable after
Halcyon Asset-Backed Advisors makes its investmé&his could make it difficult to
realize the value Halcyon Asset-Backed Advisorgibss to an investment if we are
forced to dispose of it in an inactive market.

Valuation. Investors in the Funds purchase andesdinterests in the Funds based on a
determination of the fair value of the assets aauuilities of the Funds. In addition, our
management fees and incentive allocations are rdeted by reference to these
valuations. To the extent market quotations aravaitble or Halcyon Asset-Backed
Advisors determines that such quotations inadetyuagpresent the fair value of the
assets, Halcyon Asset-Backed Advisors will valuehspositions in good faith (which
may be subject to periodic review of certain possi by an independent investment
bank). Investors may be adversely affected in eotion with subscriptions or
redemptions to the extent the values so determaredincorrect. Investors are also
subject to a conflict of interest with respect taléyon Asset-Backed Advisors to inflate
the determination of fair value because HalcyoneA&acked Advisors is entitled to
compensation based on the assets under managememt|l as on the unrealized gains
and losses.

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



Leverage. Halcyon Asset-Backed Advisors genettaly the discretion to use borrowing
and other forms of leverage in our strategies. |§Vite use of leverage can amplify the
profit on successful investments, it can also aiypphie losses incurred on unsuccessful
investments.

Fund structure: limited liability and indemnificati. An investor’'s investment in any
fund that Halcyon Asset-Backed Advisors managesiigect to the structure and terms
of the fund. These include rights to liquidity atrdnsparency that are restrictive. In
addition, the Funds’ operating agreements limit itte#ances in which Halcyon Asset-
Backed Advisors may be held liable and generallyvigle that in the absence of bad
faith, gross negligence or willful misconduct HadoyAsset-Backed Advisors shall not
be liable unless otherwise required by law. Hatcyssset-Backed Advisors and its
affiliates are entitled to full indemnification hlge Funds with respect to their services in
the absence of a breach of Halcyon Asset-BackedsAdy standard of care, which can
result in significant financial burden borne by theestors.

Conflicts of interest. As described elsewherehis brochure, Halcyon Asset-Backed
Advisors is subject to various conflicts of intdras a result of our affiliated management
companies’ activities, the nature of our compeonsatirrangements, and the use of our
fund structure. The existence of these conflicts irderest may influence the
independence of our judgment. This brochure ar@rotHalcyon Group materials
contain information about how Halcyon Asset-Backeldisors manages these conflicts.

The Private Placement Memoranda for the Funds toitigcussions of various risk
considerations that are more extensive in scopalapth than the above summary.

Disciplinary Information

There have been no legal or disciplinary eventsolinng Halcyon Asset-Backed

Advisors or any of our Managing Principals or exe®officers that are material to a
client’s or prospective client’s evaluation of advisory business or the integrity of our
management.

Other Financial Industry Activities and Affiliates

Relationships with the Funds

Halcyon Asset-Backed Advisors manages the followingds: Halcyon Offshore Asset-
Backed Master L.P. and its two directed feeder $uhthlcyon Asset-Backed Value Fund
L.P. and Halcyon Offshore Asset-Backed Value Futti L

Halcyon Asset-Backed GP LLC, which is under comnosvnership and control with

Halcyon Asset-Backed Advisors, acts as the genpaatner of each Fund that is
structured as a partnership. None of the compensdiquidity, or other terms of the

Funds are negotiated at arm’s length. However,cydal Asset-Backed Advisors

discloses to prospective investors the terms ofo#hlits fees and performance-based
compensation, as well as the other terms of anstnwent, in detail in the Private

Placement Memorandum relating to each feeder fund.
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The feeder funds invest in the same portfolio tgiotdalcyon Offshore Asset-Backed
Master L.P. As a result, there is no actual oepual conflict of interest relating to the
allocation of investment opportunities among thdéseds. The potential to earn
performance-based compensation could provide anine to invest client assets in an
aggressive or speculative manner. Halcyon Assekdh Advisors seeks to minimize
this potential conflict by taking a disciplined appch to portfolio construction and risk
management. Performance compensation is basettiomunrealized gains and losses.
Halcyon Asset-Backed Advisors therefore may thewally have an incentive to inflate
the value of client assets through fair valuatietedminations made by Halcyon Asset-
Backed Advisors. Mindful of the presence of thgs®ential conflicts of interest,
Halcyon Asset-Backed Advisors seeks to act fairlyhew allocating investment
opportunities and valuing client assets. Halcymsset-Backed Advisors has adopted
written policies and procedures that are designeehsure fair allocations over time and
consistent valuation methodologies. In particudar, policy prevents us from taking into
account fee or other compensatory differences lotating an investment opportunity.
We also use services of an independent administi@iealue interests in the Funds. See
also Section 9: Trade Aggregation and Allocation.

The investment activities of one or more advisdignts of the Halcyon Group can result
in the imposition of restrictions on the flexibylitof other clients. For example, if the
Halcyon Group obtains material non-public informmatconcerning a company on behalf
of advisory clients in connection with a privatelggotiated transaction, our advisory
client may be unable to trade in securities of $hene company in the public markets.
Halcyon Asset-Backed Advisors seeks to minimizéri®ns when possible, consistent
with applicable law and its internal policies, loutr efforts may not be successful, and, as
a result, restrictions may occur.

On rare occasions, Halcyon Asset-Backed Advisory metermine that a sale of

positions between our and our affiliated managensentpanies’ advisory clients is in

the best interests of our client. While theseteelgparty transactions are expected to
expand the universe of opportunities available auay result in more favorable pricing

for both parties than would be available in the keti(due to the ability to transact at a
price that is between the current bid and offertgti@ns), our advisory client may have

divergent interests from other participants inamsaction. Where required by applicable
law or in other appropriate circumstances as detewanby Halcyon Asset-Backed

Advisors, we will seek client consent (which can geanted by an independent

representative appointed with respect to the Futmdshgage in transactions in which the
participating accounts may have divergent interestowever, buying interests in or

selling positions to another fund or account maddgeHalcyon Asset-Backed Advisors

or its affiliated management companies where Halcysset-Backed Advisors has

verified the valuation of the interests and whene purchase or sale is in the best
interests of its client will generally not be sudtjéo client approval.

Affiliated Investment Advisers

Halcyon Asset-Backed Advisors is affiliated witletfollowing management companies,
which are Halcyon Asset-Backed Advisors’ relatedspas: Halcyon Asset Management
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LLC, Halcyon Loan Management LLC, Halcyon Long/Shelanagement LP, Halcyon
Long Duration Recoveries Management LP, and Halcyoguid Strategies IC
Management LP. Each of these entities is sepgratgistered with the SEC as an
investment adviser, and information concerning eatlthese entities, including its
respective relying advisers (if any) is includedtgiown Form ADV Part 1 and Part 2 on
file with the SEC.

Halcyon Asset-Backed Advisors entered into an aditnative support agreement with
Halcyon Asset Management LLC pursuant to which aicAsset Management LLC

provides office space, trading desk, prime brokentification and contracting services,
and various other middle- and back-office servigesluding financial accounting and

reporting, employee payroll, trade execution, dlepand settlement, client support and
communications, marketing, tax accounting, compgkanIT services, insurance
coordination and legal support. Halcyon Asset Managnt LLC is responsible for

supervision of these services. Halcyon Asset-Backddisors compensates Halcyon
Asset Management LLC for these services, and tikatsldo not bear the cost of any of
these services.

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

Halcyon Asset-Backed Advisors has adopted a Codgtlu€s in accordance with legal
requirements. The Code of Ethics is designed surenthat the interests of Halcyon
Asset-Backed Advisors (including personal secuwsitieansactions) and its affiliated
management companies’ partners and other empldyefesred to as “Employees”) do

not conflict with the interests (including transaos) of our client. The Code of Ethics is
based on the principle that Halcyon Asset-Backedigais and its Employees owe a
fiduciary duty to its client and investors in thikent. Thus, Employees must, among
other things, (i) place the interests of our cliant its investors first, (ii) avoid taking

inappropriate advantage of their positions withialdyon Asset-Backed Advisors, and
(i) conduct their personal securities transacidas defined in the Code of Ethics) in
full compliance with the Code of Ethics. Policiadopted by Halcyon Asset-Backed
Advisors with which all Employees (and, in certaincumstances, members of their
families and other related persons) must comphude; but are not limited to,

preapproval of certain personal securities trammastby the Chief Compliance Officer
or her designee, annual certification of compliangd the Code of Ethics and requiring
brokers to provide Halcyon Asset-Backed Advisorshwduplicate confirmations and

periodic statements of personal transactions. \dal@sset-Backed Advisors provides a
copy of its Code of Ethics to any client, any ine@sor any prospective client or investor
that requests one.

Employees do not recommend to its advisory clieot,do they buy or sell for the client,
securities or other instruments in which they haveaterial financial interest. Halcyon
Asset-Backed Advisors’ related persons invest peibp in the Funds. Halcyon Asset-
Backed Advisors has adopted written policies armt@dures governing the allocation of
investment opportunities among clients in a fail aquitable manner in the event it has
multiple clients.



Halcyon Asset-Backed Advisors has a comprehengivefgprocedures in place to ensure
that we address any potential conflicts that mageabetween Employees and clients
when investing in the same securities or instrusmemd to align incentives properly.
The Code of Ethics provides that all Employees (@artiain related persons) are required
to notify Halcyon Asset-Backed Advisors of all nedat existing personal accounts. All
Employees must obtain approval from the Chief Caemmgke Officer prior to the opening
of a new personal account. Copies of confirmatioingll relevant personal transactions
and any other information reflecting account onsactional activity involving personal
accounts must be provided to Halcyon Asset-Backelvisdrs. No Employee of
Halcyon Asset-Backed Advisors may hold more thaenty positions in total in a
personal account at any one time and no more tharnfvestments in a personal account
are allowed per month, subject to the maximum iy positions stated above. This
limitation does not apply to certain exempt tratisas, which do not pose a potential
conflict of interest. The Chief Compliance Officar her designee approves all relevant
proposed personal transactions involving persoc@dants prior to execution. The Chief
Compliance Officer or her designee conducts a gugnteview of the personal accounts.
These reviews examine all relevant trades execdtethg the previous quarter and
guarter-end statements to determine whether athe$e accounts are maintained in
compliance with the personal trading requirements$ r@strictions described above. To
the extent there is any finding relating to persanaaling activity that is inconsistent with
this policy, Halcyon Asset-Backed Advisors will estigate and, as with any breach of
the firm’s policies, a violation is subject to dgmary action, including dismissal.

The Code of Ethics generally provides that, subjectertain narrow exceptions, no

Employee may effect a transaction in a personaadcon the day before, the same day,
or the day after a day when Halcyon Asset-Backediskdls is purchasing and/or selling

that same security or instrument on behalf of aciAal Asset-Backed Advisors’ advisory

client. This policy is aimed in part at addressangotential conflict of interest created by
the personal transactions of Employees.

Brokerage Practices

In selecting broker-dealers, Halcyon Asset-Backegigors takes into account a number
of factors, including the following: ability to sae future investment opportunities;

guality and reliability of brokerage services; coissions or other fees for executing the
orders; price; the broker’s or dealer’s facilitii@ancial responsibility; and the ability of

the broker or dealer to effect transactions, paldity with regard to aspects such as
timing, order size and execution of orders. Halcysset-Backed Advisors may execute
trades for the advisory client with broker-dealenth whom Halcyon Asset-Backed

Advisors has other business relationships, inclyiginme brokerage relationships, credit
relationships and capital introduction or investiseby affiliates of the broker-dealers in
our fund entities. We do not take client or ineesteferrals into account in selecting
broker-dealers.

Halcyon Asset-Backed Advisors does not utilize t'sdllar” commissions to purchase
third-party research and other services.
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Halcyon’s Broker Review Committee meets quartedyenhsure that our obligation to
seek best execution in its trading activities toe benefit of the advisory client is being
met. The Broker Review Committee, the membersta€lvinclude various officers and
the Portfolio Managers, reviews and approves &vent records necessary to ensure we
satisfy our fiduciary obligation to seek best exeoufor our client.

Halcyon Asset-Backed Advisors does not permit ¢deto direct us to execute
transactions through a specified broker-dealer.

Trade Aggregation

Where appropriate, transactions for our advisomlntican be aggregated for execution
purposes, so long as Halcyon Asset-Backed Advisletermines in good faith that
aggregation is likely to result in relatively bettgrices, lower commission expenses,
beneficial transaction timing or a combination béde and other factors, provided that
Halcyon Asset-Backed Advisors is not required tgragate any trades. If purchases or
sales of assets for multiple accounts are effesiatiltaneously, and to the extent
aggregate transactions are executed at slightfgrdiit prices, the average transaction
price is used instead.

Review of Accounts

Halcyon Asset-Backed Advisors has adopted poliagarding the review of its advisory
client's portfolio. The Risk Management Committeensists of certain Managing
Principals and other senior members of the Halc@poup or their designees and
generally meets to review and recommend policytesgias that are consistent with the
advisory client’'s investment objectives and po8cie The members of the Risk
Management Committee consider macro-level econamicmarket trends and assess the
advisory client portfolio, seeking to manage riskai manner consistent with the client’s
operating agreements. The Risk Management Comaniei@ews and adjusts limits to
position size, industry exposure, capital structaed other risk/reward metrics. The
Risk Management Committee considers the strategyamd the biggest risks among the
holdings, taking into account macro-economic caodsg, the regulatory framework, the
political climate, and the potential for decline tlim companies and/or specific
industries. The Managing Principals review theisaly client’s portfolio on a regular
basis and make day-to-day recommendations.

Halcyon Asset-Backed Advisors actively manages taparty, technology, and
operational risk as well as conflicts of interdsbugh various committees, including our
Risk Management Committee as well as the Halcyomu®s Pricing Review
Committee, the Information Technology Committees Broker Review Committee, the
Client Relations Committee and the Conflicts Conheeit

Reports are prepared for and provided to investegslarly. On a monthly basis, the
administrator to the Funds provides statementsafbiinvestors in the feeder funds,
showing gains/losses for the month and year-to-dddalcyon Asset-Backed Advisors
also prepares a monthly report for investors infilieds containing portfolio information



11.

12.

13.

and estimated performance results for the monthyaadto date. On an annual basis, at
the end of the last quarter of a fund’s fiscal y@atependent certified public accountants
audit the financial statements of each Fund. Haldisset-Backed Advisors additionally
prepares an annual report including, among othiigsh the balance sheet for each
Halcyon Fund, a statement showing the net gainsebtosses of the client, the closing
capital account (or net asset value of interestgvery investor in the client (and the
manner of the calculation thereof), and the openaqgtal account (or the net asset value
of interests as of the beginning of the year) andeyship percentage of every investor in
each entity.

Client Referrals and Other Compensation

Halcyon Asset-Backed Advisors does not, nor doEmployees, receive any economic
benefit from non-clients for providing advisory gees to our client.

Halcyon Asset-Backed Advisors may enter into areamgnts with third party placement
agents, each of which is a registered broker-ddaldess otherwise permitted by law).
Halcyon Asset-Backed Advisors bears any placemgahtafees unless an investor in a
Fund specifically agrees to bear a placement afgent In addition, the interests in the
feeder funds are currently offered through platsponsored by unaffiliated financial
institutions. These arrangements may provide foectl compensation payable by
Halcyon Asset-Backed Advisors to platform arrangerd/or variations in compensation
payable to Halcyon Asset-Backed Advisors or itgiafés by platform investors in the

Funds.

Custody

Due to Halcyon Asset-Backed Advisors’ access tasady client funds and securities as
general partner and investment manager of the Famdi®ur authority to deduct fees and
other expenses from its accounts, we are deemédu® constructive custody of their

funds and securities within the meaning of Rule(2p& of the Investment Advisers Act

of 1940, as amended. Halcyon Asset-Backed Advisbliges the services of unrelated
financial institutions or other qualified custodsaas defined in Rule 206(4)-2) to hold
all funds and securities of any of the Funds, vilte exception of certain privately

offered securities, as permitted by Rule 206(4)\2/e also ensure that the qualified
custodian maintains these funds and securitiescaoumts that contain only the Funds’
funds and securities, under our name as agentste for the Funds. We also comply
with the requirements of Rule 206(4)-2 with respecthe annual audit (performed in

accordance with generally accepted accounting iptes by an independent public

accounting firm) and the distribution of auditedancial statements to investors within
120 days of the end of the Funds’ fiscal years.

Investment Discretion

Scope of Authority

Halcyon Asset-Backed Advisors accepts discretiormrhority to manage its advisory
client's assets. We have the authority to deteemimithout obtaining specific client
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consent, which securities or other investmentsuyp dr sell, the amount of securities or
other investments to buy or sell, the broker throudnich we effect trades, if any, and
the commission rates at which we effect trades.iléMle have been given this broad
authority, Halcyon Asset-Backed Advisors is comedtto adhering to the investment
strategy and program set forth in the Funds’ PeiMalacement Memoranda and other
operating agreements. Halcyon Asset-Backed Adsikas processes and procedures in
place to verify that it is complying with client-posed restrictions and adhering to the
client’s investment strategy and objectives. Irntipalar, as discussed in more detail in
Section 10, our Risk Management Committee revieestcaccount regularly to ensure
that we are observing the client’s investment sgiats and objectives.

Procedures for Assuming Authority

Before accepting their subscriptions for interests, provide all investors in the Funds
with a Private Placement Memorandum and governaayohents that set forth, in detalil,
our investment strategy and program and the tefrmsvzestment for investors, including
the scope of our investment authority. By compggtthe subscription documents to
acquire an interest in any Fund, each investoraritsgo the terms and conditions in the
operating agreements that give Halcyon Asset-Badkaisors complete authority to
manage our advisory client’s investments in acawcdawith the Private Placement
Memoranda and the operating agreements.

Voting Client Securities

Proxy Voting Policy

Halcyon Asset-Backed Advisors rarely invests iniegs and as a result, even though
Halcyon Asset-Backed Advisors does have authoatydte proxies on behalf of its

advisory clients, it rarely (if ever) has a chamoedo so. In the event Halcyon Asset-
Backed Advisors votes any proxies, it will do scatcordance with the written policies
applicable to the Halcyon Group, which generallguiee communications between the
portfolio managers or their designees making théingodecision, the Operations

Manager and the Chief Compliance Officer, and danf@ocedures for addressing
conflicts.

Recordkeeping

Halcyon Asset-Backed Advisors maintains the follagwiecords relating to proxy voting:
copies of our proxy voting policies and procedusesl any amendments; proxy
statements received for client securities; recardproxy votes cast on behalf of our
client; records of written requests from client ameestors in the Funds for proxy voting
information and our written responses to any wmitte oral requests; and any documents
that our Employees prepared that were materiaketmdthg how to vote proxies or that
memorialize the basis for a proxy vote. Upon regue<lient or any of the investors in
our Funds can obtain (1) a copy of our proxy votpaicies and procedures and (2)
information concerning proxy votes on its behalf.
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Financial Information

Halcyon Asset-Backed Advisors does not requiredmive solicit prepayment of more
than $1,200 in fees from our client, six monthsnwre in advance. Halcyon Asset-
Backed Advisors is not aware of any financial ctindithat is likely to impair our ability
to meet our contractual commitments to our cliedtalcyon Asset-Backed Advisors has
never been the subject of a bankruptcy petition.
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