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Brochur e of
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233 Wilshire Blvd., Suite 300
Santa Monica, CA 90401
310-598-7576

March 31, 2015

This brochure provides information about the qiadifons and business practices of Sabal
Capital Management, LLC (“SCM”). If you have anuegtions about the contents of this
brochure, please contact us at 310-598-7576. iiteemation in this brochure has not been
approved or verified by the United States Secwritied Exchange Commission or by any state
securities authority.

Additional information about SCM also is availablethe SEC’s website at
www.adviserinfo.sec.gov

Item 2. Material Changes

The following are the material changes to this buwe since its last annual update on
March 12, 2014:

1) None
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Item 4. Advisory Business

SCM is a Delaware limited liability company thatshiaeen in business since 2010. It serves as
the general partner of various investment limitedtqerships and as the investment adviser to
other accounts. SCM’s manager, controlling owmet ortfolio manager is William F. Charters.
As of February 28, 2015, SCM had total discretionary leguy assets under management of
approximately $227.3 million. SCM only manages#ssn a discretionary basis.

SCM invests principally, but not solely, in equigguity-related and debt securities that are
traded publicly or non-publicly in U.S. markets loehalf of its clients, but is authorized to enter
into any type of investment transaction that itrdeeppropriate under the terms of the client’s
partnership or other accouagreement.

The investors in the funds that SCM manages havapportunity to select or evaluate any fund
investments or strategies. SCM selects all furdstments and strategies.

SCM does not participate in wrap fee programs.

SCM typically does not tailor its services to thaividual needs of individually managed
accounts, but manages each such account accoodihg strategy selected by the client. SCM's
discretionary authority is limited, however, asatésed in Item 16.

Item 5. Fees and Compensation

SCM'’s compensation is negotiable and varies, hpit&fly, it charges an annual fee of 1.0% to
1.5% of assets under management, which amountyabfgin either monthly or quarterly
installments at the beginning or end (dependinghenprovisions of each client’s partnership or
other account agreement) of each calendar montjuarter based on the net market value of
each client's account on the date the fee accrnddbacomes payable. SCM also typically is
allocated from each limited partner in its investindimited partnerships a performance
allocation equal to 20% of net profits (includingtl realized and unrealized gains and losses)
otherwise allocable to such limited partnend receives from each other client a performance
fee equal to a certain percentage of net profitshef account (including both realized and
unrealized gains and losses). Performance altwtatand fees are assessed in arrears on an
annual basis, and are only applied to the portibprofits that exceed the cumulative losses
previously allocated to or incurred by clients.

SCM complies with Rule 205-3 under the Investmenlviders Act of 1940, to the extent
required by applicable law. Performance allocaiand fees may create an incentive for SCM
to make more risky and speculative investments ithaould otherwise make.

SCM typically deducts management fees and perfocmatlocations and fees directly from
client accounts, but may bill a client for such amis on request.

Accounts that invest in mutual funds also pay, rectly, investment advisory fees to the
managers of those funds.



SCM believes that its fees are competitive withsfebarged by other investment advisers for
comparable services. Comparable services may &iéahle, however, from other sources for
lower fees.

The disclosure in this Item 5, together with thectbsure in Item 12, allow a plan that is subject
to the Employee Retirement Income Security Act 874 and that invests in an investment
limited partnership of which SCM is general partrieruse the “alternative reporting option” to

report SCM’s compensation as “eligible indirect gamsation” on the Schedule C of the plan’s
Form 5500 Annual Return/Report of Employee Beraifin.

The relationship with SCM’s investment partnerstlipnts are terminable on expiration of the
partnership’s term, dissolution of the partnersbipon SCM’s withdrawal as general partner.
Each limited partner may withdraw from the parthgson specified prior written notice, on the
last day of any calendar month; provided thatwfidndrawal occurs prior to the first anniversary
of such limited partner's admission to the parthigr;sthe limited partner pays a 3% withdrawal
fee to the partnership

Except as may be otherwise negotiated in partiadaes, the holder of an individually managed
account may terminate the account by giving 60 daysr written notice.

In all cases, expenses, the pro rata portion ofrthieagement fee and the performance allocation
or fee through the date of termination are chargethe account. All prepaid but unearned
advisory fees are refunded on termination of antbeaccount. An investor who withdraws
from a fund on a date other than the last day mibath, however, does not receive a refund of
the management fee previously paid.

Each account is responsible for its own costs apéreses, including trading costs and expenses
(such as brokerage commissions, expenses relatsbotb sales, and clearing and settlement
charges), ongoing legal, accounting and bookkeepeésg and expenses, and the fees and
expenses charged by any fund administrator foagtounting, bookkeeping and other services.
SCM bears its own operating, general, administeatimd overhead costs and expenses, other
than the expenses described above. All or pattesfe costs and expenses may be paid, however,
by securities brokerage firms and futures commissn@rchants that execute clients’ securities
trades, as discussed in Item 12 below.

Item 6. Perfor mance-Based Fees and Side-By-Side M anagement

SCM manages accounts that pay performance-basepgeosation as described in Item 5 and
accounts that do not pay performance-based comjpemsd ypically, an account that does not
pay performance-based compensation pays a higket-laased fee. Regardless, SCM has a
conflict of interest if, in any time period, oneefetructure would cause higher fees to SCM than
the other fee structure, because SCM would havie@ntive to favor the account that would
pay the higher fees. To address this conflict, S®@Mically allocates all investment
opportunities within each strategy on a pro ragidydased on each account’s assets. In addition,
SCM has policies and procedures to review cliecbant investment allocations on a regular
basis.



Item 7. Typesof Clients

SCM provides investment advice to investment fugmad other accounts. Investors in the funds
are required to invest a minimum of either $500,6081,000,000 (depending on the fund), but
SCM may waive this minimum. SCM generally requigesiinimum of $10 million to open an
individually managed account, but may waive thisimum. SCM'’s separate account clients
may include high-net-worth individuals, institutgrrusts, endowments and pension plans

Item 8. Methods of Analysis, Investment Strategies and Risk of L oss

Investment Strategy

Investment Objectives. SCM invests, holds, seiégles, on margin or otherwise, and otherwise
deals in securities and other intangible investmesttuments consisting of stocks, bonds, notes,
options, warrants, rights and other securities imsttuments (or investment vehicles that own
securities) that are primarily “Special Situations”SCM attempts to purchase mispriced
securities in the public equity markets, and u@®o of the portfolio is able to be invested in
public or non-public distressed debt (measuredat)c SCM may purchase debt to attempt to
obtain an equity position in the reorganized entégd intends to remain a passive investor
during episodes of high corporate debt default€MSalso engages in short selling, trades in
publicly traded and over-the-counter options (idahg covered and uncovered puts and calls
and over-the-counter options), futures, optionsubmres, swaps and other derivative instruments,
non-U.S. securities, private securities, investstirer debt and fixed income instruments, equity
and equity related securities, preferred stocksyedible securities and engages in hedging and
other securities investment strategies.

Special Situations Portfolio. SCM'’s strategy isidaed to exceed long-term equity indices
while exhibiting less volatility. Of course, SCMamot guarantee that this objective will be
achieved. SCM focuses its investment efforts angamies that are in the process of undergoing
corporate and/or balance sheet restructuring fiviéia that SCM believes will lead to improved
profitability and free cash flow. SCM believessthiniverse is most inefficient because of its
complexity, which leads to being under followed tne sell-side, and not an easy story for
investment by large buy-side financial institutionshis inefficiency should allow for outsized
returns. Of course, these securities also presgmificant volatility and risk.

The strategy is typically net long with net expastypically ranging from -10% to 50%. SCM
generally believes the long portfolio will be lessrrelated to the market and performance will
be more idiosyncratic to specific company eventsaialysts. SCM may also seek to reduce
volatility by maintaining a large short portfoli@signed for alpha on a standalone basis, and as a
hedge against the market.

SCM'’s investment approach is focused on intensstgom-up fundamental business analysis.
Specifically, SCM looks for companies with sustdieabusiness models; the potential to
generate free cash flow (FCF); and securities imiflecompelling risk adjusted returns.

The investment strategies summarized above refr&€&d’s current intentions, are general in
nature and are not exhaustive. There are no liomtghe types of securities in which SCM may
take positions on behalf of its clients, the typépositions that it may take, the concentration of
its investments or the amount of leverage that aty mse. SCM may use any trading or

5



investment techniques, whether or not contempldtgdhe expected investment strategies
described above. In addition, there are limitagiomdescribing any investment strategy due to
its complexity, confidentiality and indefinite na¢éu Depending on conditions and trends in
securities and commodities markets and the ecorgangrally, SCM may pursue any objectives
or use any techniques that it considers appropaiadein clients’ interest.

Risk Factors

Investing in securities involves risk of loss tlelients should be prepared to bear. Below are
some of the risks that investors should considdorbeinvesting in any account that SCM
manages. Any or all of such risks could materiatg adversely affect investment performance,
the value of any account or any security held iraecount, and could cause investors to lose
substantial amounts of money. Below is only aflsienmary of some of the risks that a client
or investor may encounter. Potential investors ifund should review such fund’s offering
circular carefully and in its entirety, and consuith their professional advisers before deciding
whether to invest. The risks described below @eoerally apply to individually managed
accounts. A potential client should discuss wi@MBs representatives any questions that such
person may have before opening an account.

» Client accounts may not achieve their investmeojéaiives. A strategy may not be
successful and investors may lose some or allef thvestment.

» Client accounts are concentrated in “special 8dna” securities of companies, many of
which have experienced significant distress. Tisesmirities involve substantially higher
risks than do investments in securities of nonressted companies.

* SCM has limited operating history on which progpec clients and investors may
evaluate its performance.

* Investor sentiment on the market, an industry roriralividual stock, fixed income or
other security is not predictable and can advera#éct an account’s investments.

* An account may hold stocks that disappoint easigxpectations and decline, and may
short stocks that beat earnings expectations aed ri

» SCM may not be able to obtain complete or accurdtemation about an investment
and may misinterpret the information that it doeseive. SCM also may receive
material, non-public information about an issuet fbrevents it from trading securities of
that issuer for a client when the client could makwofit or avoid losses.

« SCM may take positions in securities of small, aas®ned companies that are less
actively traded and more volatile than those ajéalcompanies.

« SCM may engage in hedging, which may reduce groifitcrease expenses and cause
losses. Price movement in a hedging instrumenttla@decurity hedged do not always
correlate, resulting in losses on both the hedgsuirdy and the hedging instrument.
SCM is not obligated to hedge a client’s portfgimsitions, and it frequently may not do
so.



An account may have higher portfolio turnover d@rehsaction costs than a similar
account managed by another investment adviser.seThests reduce investments and
potential profit or increase loss.

SCM sells securities short, resulting in a theocadlyy unlimited risk of loss if the prices
of the securities sold short increase.

Management and stockholders of an issuer mayrsue sellers to prevent short sales of
the issuer’s securities. SCM could be subjectutthsactions, even if they are baseless,
and clients could incur substantial costs defenttiegn.

SCM may use leverage by borrowing on margin, rsgléecurities short and trading
futures, other commodity interests and derivativesich increases volatility and risk of
loss. These instruments can be difficult to valde incorrect valuation could result in
losses.

SCM may sell covered and uncovered options onrgesu The sale of uncovered
options could result in unlimited losses.

Counterparties such as brokers, dealers, futwesnission merchants, custodians and
administrators with which SCM does business on Ibefiaclients may default on their
obligations. For example, a client may lose itsets on deposit with a broker if the
broker, its clearing broker or an exchange cleanioigse becomes bankrupt.

SCM may cause a client to enter into repurchaseeagents or reverse repurchase
agreements. These instruments can have effeciigrsioimargin trading and leveraging
strategies.

SCM may cause clients to invest in securities ofi-b.S., private and government
issuers. The risks of these investments includiéiqad risks; economic conditions of the
country in which the issuer is located; limitatioos foreign investment in any such
country; currency exchange risks; withholding taxksiited information about the
issuer; limited liquidity; and limited regulatoryersight.

Changes in economic conditions can adversely tafigestment performance. At times,
economic conditions in the U.S. and elsewhere hiteriorated significantly, resulting
in volatile securities markets and large investmérgses. Government actions
responding to these conditions could lead to imitatind other negative consequences to
investors.

SCM may acquire for a client a large position missuer's securities but the client
nevertheless is unlikely to have any control oherissuer's management. In addition, if
SCM holds a large position in an issuer’s secugjtiecould depress the market for those
securities.

Some of an account’s positions may be or becoleid, in which case SCM may not
be able to sell such positions.



An account may invest in restricted securitieg #ra subject to long holding periods or
that are not traded in public markets. These #sgEsare difficult or impossible to sell at
prices comparable to the market prices of similabligly-traded securities and may
never become publicly traded.

An account’s investments may not be diversifiddherefore, a loss in any one position,
industry or sector in which a fund has invested ©gyse significant losses.

SCM determines the value of securities and comnesdneld in client accounts, whether
or not a public market exists for such instrumentfsSSCM’s valuation is inaccurate, it
might receive more compensation than that to witigh entitled, a new investor in a
fund might receive an interest that is worth |ésmtthe investor paid and an investor that
is withdrawing assets might receive more than thmouant to which the investor is
entitled, to the detriment of other investors.

Typically, the client and not SCM is responsilbe &ny trade errors that SCM makes in
an account, even when the error hurts the client.

SCM and its affiliates and agents generally areresponsible to any client or investor
for losses incurred in an account unless the cdncesulting in such loss breached
SCM’s fiduciary duty to the client or investor.

There is not and will not be an active marketftord interests. It may be impossible to
transfer any such interests, even in an emergency.

A fund may not be able to generate cash necedesapatisfy investor withdrawals.
Substantial withdrawals in a short period coulccéo6CM to liquidate investments too
rapidly, and may so reduce the size of a fund itheannot generate returns or reduce
losses.

A fund may limit or suspend withdrawals of an ist@’s assets from the fund.

A fund may establish a reserve for contingencieSCM considers it appropriate.
Investors may not withdraw or redeem assets cougyetat reserve until it is lifted.

If the assets that SCM and its affiliates managevgoo large, it may adversely affect
performance, because it is more difficult for SCdifind attractive investments as the
amount of assets that it must invest increases.

No client or investor has been represented byraspaounsel. The attorneys who
represent SCM or its manager do not representtsl@ninvestors. Clients and investors
must hire their own counsel for legal advice artesentation.

A fund may dissolve or expel any investor at anyet even if such actions adversely
affect one or more investors.

SCM, an administrator or any government agency fmegze assets that any of them
believes a client holds in violation of anti-morayndering laws or rules or on behalf of



a suspected terrorist, and may transfer such assetsgovernment agency. None of
SCM, a fund or an administrator will be liable fosses related to actions taken in an
effort to comply with anti-money laundering regidats.

» The funds do not intend to make distributions, ibtgnd instead to reinvest substantially
all income and gain. Therefore, an investor mayehtaxable income from a fund
without a cash distribution to pay the related saxe

* Federal, state and international governments mayease regulation of investment
advisers, private investment funds and derivata@isties, which may increase the time
and resources that SCM must devote to regulatorgptiance, to the detriment of
investment activities.

* SCM is not registered with the SEC as a broketedear with the Commodity Futures
Trading Commission as a commodity pool operatorcommodity trading adviser,
although SCM is registered as an investment adwisér the U.S. SEC. The equity
interests in the funds are not registered undeiSewurities Act of 1933, and the funds
are not registered investment companies under rthestment Company Act of 1940.
SCM believes that none of these registrations arpiired because exemptions are
available under applicable law. If a regulatorythauity deems that any of these
registrations are required, SCM and any fund cin@dubject to expensive legal action
and potential termination. In addition, investars the funds do not have certain
regulatory protection that they would have if thesgistrations were in place.

» SCM's activities could cause adverse tax consempseto clients and investors, including
liability for interest and penalties.

« SCM's activities may cause an account that is esttbfo the Employee Retirement
Income Security Act of 1974 to engage in a probkibiransaction under that Act.

» If alimited partnership client becomes insolvemestors may be required to return with
interest any distributions and forfeit any undistited profits.

« SCM and its affiliates may spend time on actigittbat compete with a fund without
accountability to investors, including investing father clients and their own accounts.
If SCM receives better compensation and other lisnedm managing other assets or
client accounts compared to managing a fund, itihesntive to allocate more time to
those other activities. These factors could infeeeSCM not to make investments on a
fund’s behalf even if such investments would bertag fund.

« SCM may provide certain investors or clients mieguent or detailed reports, special
compensation arrangements and withdrawal rights thdoes not provide to other
investors or clients.

The above is only a brief summary of some of thpartant risks that a client or investor may
encounter. Before deciding to invest in a fund ®@M manages, you should consider carefully
all of the risk factors and other information irettund’s offering circular.



Item 9. Disciplinary Information
This Item is not applicable, because SCM has nortaple disciplinary information.
Item 10. Other Financial Industry Activities and Affiliations

This Item is not applicable, because SCM has nortable other financial industry activities or
affiliations.

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

SCM has adopted a Code of Ethics in compliance Witlhe 204A-1 under the Investment
Advisers Act of 1940 that establishes standardsoafiuct for SCM’s supervised persons. The
Code of Ethics includes general requirements ti'S supervised persons comply with their
fiduciary obligations to clients and applicable w#tes laws, and specific requirements relating
to, among other things, personal trading, insidading, conflicts of interest and confidentiality
of client information. It requires supervised mars to comply with the personal trading
restrictions described below and periodically tpomt their personal securities transactions and
holdings to SCM’s Compliance Officer, and requitke Compliance Officer to review those
reports. It also requires supervised persons porteany violations of the Code of Ethics
promptly to the Compliance Officer. Each supermigerson of SCM receives a copy of the
Code of Ethics and any amendments to it and mustaadedge in writing having received
those materials. Annually, each supervised pensost certify that he or she complied with the
Code of Ethics during the preceding year. Cliamd prospective clients may obtain a copy of
SCM'’s Code of Ethics by contacting Mario Marcor840-598-3726.

Under SCM'’s Code of Ethics, SCM and its employeay personally invest in securities of the
same classes as SCM purchases for clients and wiaysecurities of issuers whose securities
that SCM subsequently purchases for clients. phastice creates a conflict of interest in that
any of such persons can use his or her knowledget @atual or proposed securities transactions
and recommendations for a client account to prodéitsonally by the market effect of such
transactions and recommendations. To addressctimBlict, except as described in Item 12
regarding aggregating securities transactions, $its employees must obtain pre-approval
before engaging in most securities transaction€M &nd its employees may also buy or sell
specific securities for their own accounts basegensonal investment considerations aside from
company or industry fundamentals, which SCM doedsbetieve appropriate to buy or sell for
clients.

SCM saolicits investors who may or may not be SChisnts to invest in its limited partnership

clients. SCM has an incentive to cause a clienhyest in a limited partnership instead of an
individually managed account because of the redasg@nses and administrative burdens of
managing a fund compared to an individually managedount, SCM’'s performance

compensation from a limited partnership receivesenfavorable tax treatment than that from an
individually managed account and limited partneawvehless transparency and liquidity than
individual account clients. In addition, if a fundvestor also has an individually managed
account with SCM that uses an investment stratiegtyis similar to that of the fund, the investor
may use knowledge of the other account’s portftiidecide if and when to make an additional
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investment or withdraw assets from the fund at simdnen other fund investors would have
made similar decisions had they had similar trarspgy. SCM discloses these conflicts of
interest to clients and investors.

Because SCM manages more than one account, thgréeneonflicts of interest over its time
devoted to managing any one account and allocatingstment opportunities among all
accounts that it manages. For example, SCM sdalaatstments for each client based solely on
investment considerations for that client. Differeclients may have differing investment
strategies and expected levels of trading. SCM mayor sell a security for one type of client
but not for another, or may buy (or sell) a seguiar one type of client while simultaneously
selling (or buying) the same security for anotlypetof client. SCM attempts to resolve all such
conflicts in a manner that is generally fair todllts clients. SCM may give advice to, and take
action on behalf of, any of its clients that diffdrom the advice that it gives or the timing or
nature of action that it takes on behalf of anyeottlient so long as it is SCM’s policy, to the
extent practicable, to allocate investment oppatiesto its clients fairly and equitably over
time. SCM is not obligated to acquire for any agstoany security that SCM or its employees
may acquire for its or their own accounts or foy ather client, if in SCM’s absolute discretion,
it is not practical or desirable to acquire a posiin such security for that account.

Item 12. Brokerage Practices

SCM has complete discretion in selecting the brakdutures commission merchant that it uses
for client transactions and the commission ratest ttlients pay such brokers and futures
commission merchants. In selecting a broker ourég commission merchant for any
transaction or series of transactions, SCM may idensa number of factors, including, for

example:

* net price, clearance, settlement and reputation;

» financial strength and stability;

» efficiency of execution and error resolution;

» Dblock trading and block positioning capabilities;

» willingness to execute related or unrelated difficransactions in the future;

» special execution capabilities;

» order of call;

» offering to SCM on-line access to computerizedaagarding clients’ accounts;
e computer trading systems; and

» the availability of stocks to borrow for shortdes.

SCM may also purchase from a broker or futures cmgion merchant or allow a broker or
futures commission merchant to pay for researchlaiollerage services eligible under the safe
harbor of Section 28(e) of the Securities Exchahefeof 1934.

Section 28(e) of the Securities Exchange Act of4lpBvides a “safe harbor” to investment
advisers who use commission dollars of their advesounts to obtain investment research and
brokerage services that provide lawful and appaterassistance to the adviser in performing
investment decision-making responsibilities. Candwtside of the safe harbor of section 28(e)
is subject to the traditional standards of fidugiduty under state and federal law. If SCM uses
commission dollars to pay for products or servitest provide administrative or other non-
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research assistance to itself or its affiliateghgpayments may not fall within the section 28(e)
safe harbor. SCM addresses these conflicts by oromgt the soft-dollar arrangements and to
ensure that no soft dollar arrangements are beiteged into except as permitted under the safe
harbor of Section 28(e).

SCM may receive soft dollar credits based on ppaigias well as agency, securities transactions
with brokers and futures commission merchants oectlia broker or futures commission
merchant that executes transactions to share sbrite @@mmissions with a broker or futures
commission merchant that provides soft dollar bignes SCM.

SCM may select a broker to act as a “trading brokera client account. In such cases, SCM or
the trading broker may select the executing bro&ed the trading broker would then place or
manage the order. The trading broker is compedg#iteough commissions or otherwise) for

this trading service in addition to the commissipagl to the executing brokers. As with all soft

dollar arrangements, using a trading broker in thenner causes the client account to pay
brokerage commissions, mark-ups and other tramsectiees that are higher than might

otherwise be paid if brokers were selected solelsed on lowest execution cost. In addition,
using a trading broker (rather than an employe8@M) to provide those services may allow

SCM to reduce its own personnel expenses.

SCM has retained BTIG, LLC, 600 Montgomery Stré#h Floor, San Francisco, California
94111, to serve as the onshore investment fundsepbroker and Goldman Co. as the offshore
funds’ prime broker. BTIG clears through Goldmaaclss Execution & Clearing, L.P., 30
Hudson Street, Jersey City, NJ 07302, which acis\aestment fund’s custodian. The services
that Goldman provides as custodian may includeighoy custody, margin financing, clearing,
settlement and stock borrowing in accordance vhighterms of the prime brokerage and custody
agreements entered into with investment fund. S€bives other services from them. The
arrangement may be deemed to be a soft dollargegnaent. SCM expects to use a substantial
portion of these services for research and tradmdpehalf of the investment funds, but some
may be used for administrative purposes, which dadt be within the safe harbor of section
28(e). Although many prime brokers and custodipravide similar services to investment
advisers in exchange for brokerage, custody amatarhee fees and other charges, if SCM did
not receive these services from BTIG and Goldma@iylSvould be required to pay for all or
some portion of them. SCM expects to direct mdstthe investment fund’s securities
transactions to BTIG and Goldman and their respedffiliates, but is not required to direct a
particular number of trades to them or to contitu@ise them as the investment fund’s prime
broker and custodian, but it has an incentive tesa@based on their prior and continued services.

The investment fund’'s obligations to Goldman arsdrédspective affiliates will be secured by
way of a first priority perfected security interester all of the investment fund’s assets held in
custody by Goldman. Goldman and its respectivibadéis may transfer to themselves all rights,
title and interest in and to those assets as ecdlband may deal with, lend, dispose of, pledge or
otherwise use all such collateral for their own gmses. If any such transfer occurs, the
investment fund will rank as such custodian’s (@filiae’s) unsecured creditor. If such
custodian or affiliate becomes insolvent, the itwmesnt fund may not be able to recover such
equivalent Securities in full. In addition, thev@stment fund’s cash held by a custodian may not
be segregated from such custodian’s own cash &nd} iso segregated, may be used by such
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custodian or affiliate in the course of its busmasad the investment fund will therefore rank as
an unsecured creditor in relation thereto.

If any of the investment fund’s investments ardsteged in the name of a custodian or affiliate
due to the nature of the law or market practica phrticular jurisdiction, such investments will
not be segregated from the custodian’s or affisatevn investments and if such custodian or
affiliate becomes insolvent, the investment fundymat be able to recover such equivalent
investments in full.

SCM may pay to a broker or futures commission mamtlcommissions and mark-ups that
exceed those that another broker or futures conmniseerchant might charge for effecting the
same transaction because of the value of the kagkeresearch, other services and soft dollar
relationships that such broker or futures commissiwerchant provides. SCM determines in
good faith that such compensation is reasonableelation to the value of such brokerage,
research, other services and soft dollar relatigssin terms of either the specific transaction or
SCM’s overall fiduciary duty to its clients. An@mnt may, however, pay higher commissions
and mark-ups than are otherwise available or mgynpare commissions or mark-ups based on
account trading activity. The research and othemelits resulting from SCM’s brokerage
relationships benefit SCM’s operations as a whaolé all accounts that it manages, including
those that do not generate the soft dollars thgtfpa such research and other benefits and
accounts of clients that direct SCM to use a brakdutures commission merchant that does not
provide SCM with soft dollar services. SCM does abbocate soft dollar benefits to client
accounts proportionately to the soft dollar crethtst the accounts generate.

SCM'’s relationships with brokers and futures consmis merchants that provide soft dollar
services influence SCM’s judgment and create oosfliof interest in allocating brokerage
business between firms that provide soft dollavises and firms that do not, and in allocating
the costs of mixed-use products between their reBeand non-research uses. SCM has an
incentive to select or recommend a broker or fuwremmission merchant based on SCM'’s
interest in receiving soft dollar services rathkart clients’ interest in receiving the most
favorable execution. These conflicts of interest particularly influential to the extent that
SCM uses soft dollars to pay expenses it wouldratise be required to pay itself.

SCM addresses these conflicts of interest by guwaréxaluating the trade execution services
that SCM receives from the brokers and futures cimsion merchants that it uses to execute
trades for clients. Such evaluation includes campgathose services to the services available
from other brokers and futures commission merchar8M considers, among other things,
alternative market makers and market centers, tladitg of execution services, the value of
continuing with various soft dollar services anddiad or removing brokers or futures
commission merchants, increasing or decreasingtsfgr each broker or futures commission
merchant and the appropriate level of commissitesra

SCM may aggregate securities sale and purchasesdimea client with similar orders being

made contemporaneously for other accounts that §@khges or with accounts of its affiliates.
In such event, SCM may charge or credit a clieatdberage transaction price of all securities
purchased or sold in such transactions. As atidsulvever, the price may be less favorable to
the client than it would be if SCM were not exeogtsimilar transactions concurrently for other
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accounts. SCM may also cause a client to buylbseeurities directly from or to another client,
if such a cross-transaction is in the interestsodih clients.

SCM may direct a certain amount of brokerage toakdy or futures commission merchant in

return for the broker's or futures commission mardts referral of prospective clients or

investors. Directing brokerage in exchange foertdlior investor referrals creates a conflict of
interest in that SCM has an incentive to referciients’ brokerage business to brokers and
futures commission merchants to which it might atiterwise direct transactions. SCM has
policies and procedures to review its brokeragetmes regularly, including its use of brokers
from which SCM receives client or investor introdans.

If a client directs SCM to use a specific brokeCMbhas not negotiated the terms and conditions
(including, among others, commission rates) regatm the services provided by such broker.
SCM is not responsible for obtaining from any sumfoker the best prices or particular
commission rates. A client that directs SCM to asspecific broker may not be able to
participate in aggregate securities transactiomsraay trade after such aggregate transactions
and receive less favorable pricing and executidhe client may pay higher commissions and
mark-ups than it would pay if SCM had discretiorsedect broker-dealers other than those that
the client chooses.

Item 13. Review of Accounts

SCM'’s Portfolio Manager reviews all accounts peigatly. Those reviews take into account
such matters as asset allocation, cash managethentprospects of individual securities,
changes in issuer earnings, industry outlook, maskkdook and price levels. Each account and
investment fund investor receives a quarterly teiating performance for the quarter and
discussing investment outlook.

Item 14. Client Referralsand Other Compensation

SCM may engage solicitors to whom it pays cashoréion of the advisory fees paid by clients
referred to it by those solicitors. In such caglis, practice is disclosed in writing to the clien
and SCM complies with the other requirements ofeR206(4)-3 under the Investment Advisers
Act of 1940, to the extent required by applicabe.|

Item 15. Custody

The custodian of each individually managed acceents account statements at least quarterly
to the client. Each client should carefully revidvose statements and compare them with the
statements that such client receives directly f&@M, if any.

Item 16. I nvestment Discr etion

SCM has discretionary authority to manage investraeoounts on behalf of clients pursuant to
a grant of authority in each fund’s limited parstgp agreement or a limited power of attorney
in each client's account agreementExcept for SCM’s limited partnership clients, such
discretion is limited by the requirement that cleeadvise SCM of:
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» the investment objectives of the account;
» any changes or modifications to those objectiaes,
* any specific investment restrictions relatinghe &ccount.

A client must promptly notify SCM in writing if theclient considers any investments
recommended or made for the account to violate sb@rctives or restrictions. A client may at
any time direct SCM to sell any securities or takeh other lawful actions as the client may
specify to cause the account to comply with thentls investment objectives. In addition, a
client may notify SCM at any time not to invest duoypds in the client’s account in specific
securities or specific categories of securities.

Item 17. Voting Client Securities

In determining whether a proposal serves an actohest interests, SCM considers a number of
factors, including:

» the proposal’'s economic effect on shareholderejalu

» the threat that the proposal poses to existifgsigf shareholders;

» the dilution of existing shares that would re$idim the proposal;

» the effect of the proposal on management or direstcountability to shareholders; and

» if the proposal is a shareholder initiative, wiegtit wastes time and resources of the
company or reflects the grievance of one individual

SCM abstains from voting proxies when SCM beliegbed it is appropriate to do so.

If a material conflict of interest over proxy vogirarises between SCM and a client, SCM will
vote all proxies in accordance with the policy démsd above. If SCM determines that this
policy does not adequately address the conflicintdrest, SCM will notify the client of the
conflict and request that the client consent to SCktended response to the proxy solicitation.
If the client consents to SCM’s intended responsdais to respond to the notice within a
reasonable time specified in the notice, SCM waltevthe proxy as described in the notice. If
the client objects in writing to SCM'’s intended pease, SCM will vote the proxy as the client
directs.

A client can obtain a copy of SCM’s proxy votinglipg and a record of votes cast by SCM on
behalf of that client by contacting SCM.

Item 18. Financial Information
This Item is not applicable, because SCM is notireq to report financial information.
Item 19. Requirementsfor State-Registered Advisers

This Item is not applicable, because SCM is noisteed with the state of California, only the
SEC.
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Privacy Policy

SCM and the investment limited partnerships forohht serves as general partner:

collect non-public personal information about thelients and investors from the
following sources:

. information received from clients or investorsapplications or other forms, and
. information about clients’ or investors’ transaas with SCM, its affiliates or
others;

do not disclose any non-public personal informatédbout their clients or investors or
former clients or investors to anyone, except ameed by law;

restrict access to non-public personal informatibout their clients and investors to their
employees who need to know that information to m®wservices to clients; and

maintain physical, electronic and procedural sadeds that comply with federal
standards to guard clients’ and investors’ persoriafmation.
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