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This brochure (this "Brochulg provides information about the qualificationsdabusiness
practices of Silver Point Capital, L.P. ("Silv&oint’). If you have any questions about
the contents of this Brochure, please contact us (@03) 542-4200 or
info@silverpointcapital.com. The information ingtBrochure has not been approved or
verified by the United States Securities and Exgha@ommission (the "SECor by any
state securities authority.

Silver Point is registered as an investment advisgh the SEC. Registration with the
SEC or with any state securities authority does moply a certain level of skill or
training.

Additional information about Silver Point is alsovalable on the SEC's website at
www.adviserinfo.sec.gov.



ITEM 2
MATERIAL CHANGES

This Brochure was last amended in March 2015. e6iRoint is now updating this
Brochure to include disclosure with respect to eéBiMPoint Specialty Credit Fund
Management, LLC ("Specialtredit Fund Managemeri), a newly formed investment
adviser that serves as the investment adviseriterFtoint Specialty Credit Fund, L.P. (the
"SpecialtyCredit Fund’). Specialty Credit Management is being addetht® Brochure as
a registered investment adviser pursuant to Sieint's Form ADV in reliance on the
positions expressed in American Bar Associationsifiass Law Section, SEC No-Action
Letter (January 18, 2012) (the "No-Action Letjer
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ITEM 4
ADVISORY BUSINESS

Advisory Firm

Silver Point, a Delaware limited partnership, wasablished in 2001 and serves as the
principal vehicle for the investment managemeniviies of its principal owners, Edward
A. Mulé and Robert J. O'SheaEdward A. Mulé and Robert J. O'Shea are both lamite
partners of Silver Point and members of Silver Pdiapital Management, LLC, a
Delaware limited liability company that serves bBs general partner of Silver Point. Silver
Point Capital Management, LLC has ultimate resgmlitgifor the management, operations
and the investment decisions made by Silver Point.

Advisory Services

Silver Point or an affiliate serves as the manag¢nempany with discretionary trading
authority to private pooled investment vehiclescfgaa "Fund and collectively, the
"Funds). The Funds include:

1.

Silver Point Capital Fund, L.P. (the "DomeshilagshipFund’), Silver Point Capital
Offshore Fund, Ltd. (the "Offshoré&lagship Fund) and Silver Point Capital
Offshore Master Fund, L.P. (the "MastEtagship Fund' and together with the
Domestic Flagship Fund and the Offshore FlagshipdFuhe "FlagshipFunds).
The Offshore Flagship Fund invests substantiallpfaits assets in a "master-feeder”
structure into the Master Flagship Fund. SilvemPG@apital General Partner, LLC
(the "Domestic Flagship GPserves as the general partner of the Domestigship
Fund and Silver Point Capital Offshore General iartLLC (the "MasteFlagship
GP' and together with the Domestic Flagship GP, thladship GPY serves as the
general partner of the Master Flagship Fund.

Silver Point C & | Opportunity Fund II, L.P. (th®bmestic C & | Fund 1), Silver
Point C & | Opportunity Fund I, Ltd. (the "OffsheiC & | FundIl™) and Silver
Point C & | Opportunity Master Fund II, L.P. (th&lasterC & | FundIl" and
together with the Domestic C & | Fund Il and thegsBbre C & | Fund I, the "C

& | Fundll"). An affiliate of Silver Point, Silver Point Capl C & | Management

II, L.P. ("Silver Point C & | Management"), provides investment advisory services
to the C & | Fund Il. Such affiliate is controlldyy Edward A. Mulé and Robert J.
O'Shea. The Offshore C & | Fund Il invests sulisiliy all of its assets in a
"master-feeder” structure into the Master C & | &uih. Silver Point C & |
Opportunity GP II, LLC (thé'C & | Il GP') serves as the general partner of the
Domestic C & | Fund Il and the Master C & | Fund Il

Silver Point C & | Opportunity Fund Ill, L.P. (thBbomesticC & | FundIll™),
Silver Point C & | Opportunity Fund IlIA, L.P. (thtbomesticC & | FundlIlIA™)
and Silver Point C & | Opportunity Master Fund IJIA.P. (the "C& | Master
Fund IlIA" and together with the Domestic C & | Fund Ill atiet Domestic C & |
Fund IlIA, the "C& | Fundlll" and together with the C & | Fund II, the "& |
Fund$). An affiiate of Silver Point, Silver Point Capgl C & | Management IlI,
L.P. ("Silver Point C & I Managementll"), provides investment advisory services
to the C & | Fund Ill. Such affiliate is contralleby Edward A. Mulé and Robert




J. O'Shea. The Domestic C & | Fund llIA investbsantially all of its assets in a
"master-feeder" structure into the C & | Master &uhlA, but may also make
investments through other subsidiaries or mastedsu Silver Point C & |

Opportunity GP 1ll, LLC (thé'C & | Il GP' and together with the C & I Il GP,
the "C & | GP$) serves as the general partner of the C & | Rlind

4. Silver Point Specialty Credit Fund, L.P. An &dfie of Silver Point, Specialty Credit
Fund Management provides investment advisory sesvio the Specialty Credit
Fund. Such affiliate is controlled by Edward A. iwdnd Robert J. O'Shea. Silver
Point Specialty Credit Fund GP, LLC (the "Specidlisedit Fund GP') serves as
the general partner of the Specialty Credit Fund.

References herein to "Silver Point" shall be deemsethclude Silver Point, Silver Point C
& | Management II, Silver Point C & | Managementl, lISpecialty Credit Fund
Management, the Domestic Flagship GP, the Mastgyshlp GP, C & | Il GP, C & | Il

GP and/or Specialty Credit Fund GP, where appkcabl

The Flagship GPs, Silver Point C & | Managementhg C & | Il GP, Silver Point C & |
Management Ill, C & | Ill GP, Specialty Credit Fumdanagement and Specialty Credit
Fund GP are presently registered (or treated asteegd) as investment advisers under the
Investment Advisers Act of 1940, as amended (thdvigers Act"), pursuant to Silver
Point's Form ADV in reliance on the positions exgsexl in the No-Action Letter.

The Funds are structured as Delaware limited pestips, Cayman Islands exempted
companies or Cayman Islands exempted limited pesttipes.

As used herein, the term "client” generally referach Fund.

This Brochure generally includes information ab@&iltver Point and its relationships with
its clients and affiliates. While much of this Bmnare applies to all such clients and
affiliates, certain information included herein di@s to specific clients or affiliates only.
This Brochure does not contain all of the terms andditions related to an investment in
the Funds or all of the risks associated with amghsinvestment, and certain of the
information contained herein is in summary forms @result, prior to any investment in
any Fund, all prospective investors should cargfulview the offering memorandum for
such Fund.

This Brochure does not constitute an offer to sellsolicitation of an offer to buy any
securities. The securities are generally offeredl &old on a private placement basis
under exemptions promulgated under the Securitesof 1933, as amended, and other
exemptions of similar import under U.S. state laamsl the laws of other jurisdictions
where any offering may be made. Investors in tlhwmdE generally must be both
"accredited investors”, as defined in Regulationadd "qualified purchasers”, as defined
in the Investment Company Act of 1940, as amentied'1940Act’). Persons reviewing
this Brochure should not construe this as an oféesell or solicitation of an offer to buy
the securities of any of the Funds described heréimy such offer or solicitation will be
made only by means of a confidential private plaa@mmemorandum.

Investment Strategies and Types of Investments

Silver Point's investment strategy with respectthhe Flagship Funds focuses on making



investments in debt, equity or other securitiesigabons or instruments of misvalued,
mislevered, leveraged or financially distressed mames and in event-oriented and other
special situations.

Silver Point's investment strategy with respectthe C & | Funds is to invest in
commercial and industrial and commercial real eska&ns, principally acquired from banks
and other financial institutions. C & | Fund Illay operate property obtained through
foreclosure or otherwise and seek to capture bathrent cash flow and future
appreciation.

Silver Point's investment strategy with respecthe Specialty Credit Fund is to originate
loans to small and middle market companies dordiaitethe United States and invest in
specialty bridge financings, rescue financings aadondary purchases of loans and other
credit-related assets. At any time during the tefrthe Specialty Credit Fund, Silver Point
may, in its sole discretion, elect to effect a mestiuring of the Specialty Credit Fund by
causing the Specialty Credit Fund to (i) convert teerge with or directly or indirectly
transfer all or any portion of its assets to, atiterihat has elected to be treated as a
business development company ("BDQ@nder the 1940 Act (a_"Conversloand, after
Conversion, the Specialty Credit Fund referred éceim as the "BDC Vehiclg (i) elect to

be treated as a regulated investment company (&")Rbr U.S. federal income tax
purposes and (iii) conduct an initial public offeyi(including a Qualified IPO (as defined
below), an "IPO).

Please see Item 8 for a more detailed descripticheoinvestment strategies pursued and
types of investments made by the Funds.

The descriptions set forth in this Brochure of sipe@dvisory services that Silver Point
offers to clients, and investment strategies putsaled investments made by Silver Point
on behalf of its clients, should not be understdodlimit in any way Silver Point's
investment activities.  Silver Point may offer aagvisory services, engage in any
investment strategy and make any investment, imgucény not described in this
Brochure, Silver Point considers appropriate, sabj® each client's investment objectives
and guidelines. The investment strategies Sil@ntPpoursues are speculative and entalil
substantial risks. Clients should be prepared ¢arba substantial loss of capital. There
can be no assurance that the investment objectivesy client will be achieved.

Customized Services for Individual Clients

Silver Point's investment decisions and advice wai$pect to each Fund are subject to each
Fund's investment objectives and guidelines, agostt in its offering documents.

Assets Under Management

As of December, 31, 2014, Silver Point and itdiatfis manage approximately $8.1 billion
(calculated on a net basis) attributable to itsnté on a discretionary basis.



ITEM 5
FEES AND COMPENSATION

The fees applicable to each Fund are set forttetaildn each Fund's offering documents.
A brief summary of such fees is provided below.

Advisory Fees and Compensation - The Flagship Funds

ManagementFee In connection with providing investment advisosgrvices to the
Flagship Funds, Silver Point receives in advancehenfirst day of each calendar quarter a
management fee equal to 0.5% (2.0% annualized)"flagship Managemente¢€) of the
portion of the net asset value of the Domestic $Hagg Fund and the Offshore Flagship
Fund attributable to the interests held by eaclestar as of the first day of such calendar
quarter (after taking into account any withdrawalsedemptions, as applicable, of interests
as of the end of the immediately preceding quaatel purchases of interests as of the first
day of such calendar quarter). For purposes @llzding the Flagship Management Fee,
investments held in side pockets or, "Designatagdiments®, are valued at fair value.
The Flagship Management Fee for a period of leas th full calendar quarter will be
prorated based on the actual number of days in padbd. Silver Point may, in its sole
discretion, waive or reduce the Management Fee re#bect to any investor and has done
so with respect to employees of Silver Point andage other related persons.

Incentive Compensation

The Domestic Flagship Fund.The Domestic Flagship GP will generally be entittedan
incentive allocation as of the close of each figedr (and as of each other date on which
the Domestic Flagship GP determines it is apprtgma necessary to make a determination
of the incentive allocation with respect to an stee, including a date on which an investor
withdraws all or a portion of its investment) eqw@al 20% of any net profits tentatively
allocated to each investor in the Domestic Flagshipd for such fiscal year (taking into
account gains and losses realized or deemed mkaléh respect to Designated
Investments) in excess of any previously unrecaleret losses charged to such investor's
capital account in prior years (i.e., on a "hightavamark" basis), as such unrecovered net
losses may be ratably reduced by withdrawals asililwlitions with respect to such capital
account. The Domestic Flagship GP may, in its shéeretion, reduce or waive the
incentive allocation with respect to any investad dnas done so with respect to employees
of Silver Point and certain other related persofi$ie computations required to be made
for purposes of computing the incentive allocateme made separately with respect to
separate contributions to or withdrawals from theni@stic Flagship Fund by a particular
investor and for each separate capital account ubrcapital account (including each
Designated Investment subaccount) of such investArseparate capital account or sub-
capital account is created for each separate sptisarto the Domestic Flagship Fund and
with respect to each Designated Investment maddesignated as such by the Domestic

1 Silver Point intends not to designate any new istieg investments as "side pocket" investments or
"Designated Investments." However, the Flagshipdsuwill continue to hold those investments that
were previously designated as "side pockets" orsi@pmted Investments" until such Designated
Investments are liquidated or otherwise realizedesmed realized in their entirety.



Flagship Fund.

The Offshore Flagship Fund.Generally, at the end of each fiscal year of thési@fe
Flagship Fund, the Master Flagship GP will be latito an incentive allocation equal to
20% of the excess of any net capital appreciattakir{g into account net income, and
gains and losses with respect to realized or deermatized Designated Investments)
allocated to each capital account in the MastegdHg Fund corresponding to a series or
sub-series of the Offshore Flagship Fund's shamesuch year; providechowever that any
allocation of the incentive allocation will be sety to a "high-water mark" and thus no
incentive allocation will be allocated with respect a capital account in the Master
Flagship Fund attributable to the Offshore Flagshumd's Class B or Class H shares until
any previously unrecovered net losses chargededvidister Flagship Fund capital account
in prior years (as such unrecovered net losses beaatably reduced by withdrawals and
distributions) have been recovered. If the OffshBlagship Fund's shares are redeemed at
any time other than at the end of a fiscal yeay iacentive allocation that has been
accrued in respect of the redeemed shares by ttresponding capital account in the
Master Flagship Fund will be allocated to the Magtend GP's capital account at the time
of such redemption. Silver Point or the OffshotagBhip Fund, with the consent of the
Master Flagship GP, as applicable, may, in its daderetion, waive or reduce the incentive
compensation with respect to any shareholder aaddbae so with respect to employees of
Silver Point and certain other related personse @dmputations required to be made for
purposes of computing the incentive compensatian rade separately with respect to
separate subscriptions for, issuances of, or redengpof the shares of a particular investor
(i.e., with respect to each series and sub-series ofeshancluding each Designated
Investment). A separate series or sub-series @fQffshore Flagship Fund's shares is
issued in connection with each subscription by rarestor to the Offshore Flagship Fund
and each Designated Investment made or designatsdch by the Offshore Flagship Fund.

Advisory Fees and Compensation — The C & | Funds

Managemenfee The C & | Funds will pay to Silver Point, in pesct of each investor, a
management fee (the "& | Managemenfe€) payable quarterly in advance. The C & |
Management Fee was equal to 0.5% (or 2.0% anndglefethe total commitment by each
investor (i) with respect to the C & | Fund Il, thg the eighteen-month period following
the final closing date (the "C & | Fund Il CommitntePeriod) and (ii) with respect to the
C & | Fund lll, during the twelve-month period foling the final closing date (the "C & |
Fund Ill_ CommitmentPeriod, and together with the C & | Fund Il Commitmenrgridd,
the "Commitment Period). After the expiration or termination of the dipable
Commitment Period, the C & | Management Fee is ketué.5% (or 2.0% annualized) of
each investor's aggregate drawn down capital usefdind investments (as adjusted as a
result of investors that are admitted or incredms tcommitments to the C & | Funds in
connection with a subsequent closing) minus pracefdm previous dispositions
representing a return of capital, and, in the aafls¢he C & | Fund lll, the aggregate
amount of all permanent writedowns of investmestgletermined by the C & I 1ll GP, in
its sole discretion. Each investor being admiti@da C & | Fund or any existing investor
increasing its commitment at any closing subseqteenhe initial closing will be responsible
for the C & | Management Fee in the amount suclestr would have borne had such
investor been admitted or increased its commitnenthe initial closing, plus interest
thereon at a rate equal to the prime rate as pebli;n the New York edition of The Wall
Street Journal (the "Prime R&telus 2%. Such amounts (other than interest) pypiduich




investor will constitute a capital contribution bgch such investor and will decrease such
investor's unfunded commitmentSilver Point may, in its sole discretion, waive reduce
the C & | Management Fee with respect to the pestaed the employees of Silver Point
and their respective family members, the C & | @GRd their respective affiliates (and has
done so in certain circumstances). Silver Poiny migo, in its sole discretion, waive or
reduce the C & | Management Fee with respect terotivestors.

Carried Interest With respect to each of the C & | Funds, the @ &P for such fund
will be entitled to receive a 20% carried inter@sirsuant to the following distribution
waterfall. After provision for such reserves aslishe determined to be necessary in the
sole discretion of the applicable C & | GP to phg € & | Funds' liabilities and expenses,
net proceeds from a particular investment will Becated to all investors participating in
such investment pro rata according to their resgeatapital contributions in respect of
such investment (excluding, for the avoidance otidp any capital contributions by
investors to pay C & | Management Fees). The @ta share thereof attributable to a
limited partner of the Domestic C & | Fund II, thi@omestic C & | Fund Il or the
Domestic C & | Fund IIIA or a participating shardder of the Offshore C & | Fund Il
will be further divided between such investor ahé € & | GP for the relevant C & |
Fund as follows: (a) first, 100% to such investatillsuch investor has received a return of
its total capital contributions to such C & | Fuimdrespect of all realized investments plus
its proportionate share of permanent writedownsirokalized investments and the portion
of the C & | Management Fee and any other C & | d~@xpenses attributable to such
realized investments and such permanent writedogmssecond, 100% to such investor
until such investor has received a preferred retqual to 8% per annum, compounded
annually, on the amounts included in clause (ay@bc) third, 80% to the C & | GP and
20% to such investor until the C & | GP has reagiveder this clause (c) 20% of the
cumulative distributions made pursuant to clause affiove and this clause (c); and (d)
thereafter, 80% to such investor and 20% to the C@&P (the distributions to the C & |
GP described in clause (c) above and in this cléds®eing collectively referred to as the
C & | GP's "Carriedinterest). The distribution waterfall occurs at the madsiend level
with respect to the Offshore C & | Fund Il and bemestic C & | Fund IlIA and thus all
distributions are made from the Master C & | Fuhdd the Offshore C & | Fund Il in
respect of each participating shareholder and & | Master Fund IIIA to Domestic C
& | Fund IlIA in respect of each limited partneiThe C & | GPs may, in their sole
discretion, waive or reduce the Carried Interestd@tributions in respect of the partners
and the employees of Silver Point and their resgedamily members, the C & | GPs and
their respective affiliates (and has done so itageicircumstances). Silver Point may also,
in its sole discretion, waive or reduce the Cartrietbrest on distributions in respect of
other investors.




Advisory Fees and Compensation — The Specialty Creéd~und

Managementees Prior to an IPO, the Specialty Credit Fund wdly to Silver Point, in
respect of each investor, a management fee (theci@ty Credit Fund Managementeg),
payable quarterly in arrears, equal to (a) durimg four-year period following the initial
closing date (the "Speciali@redit Fund CommitmentPeriod), the sum of (x) 0.25% per
annum of such investor's unfunded commitment ahd.F5% per annum of such investor's
aggregate drawn commitment and (b) after the etpireor termination of the Specialty
Credit Fund Commitment Period, 0.75% per annum ughsinvestor's aggregate drawn
commitment minus capital contributions returnedstach investor in respect of realized
investments and capital not yet applied to an imwest, fund expense or other permitted
purpose, calculated as of the last day of eachteuar

Following an IPO (other than a Qualified IPO), Beecialty Credit Fund Management Fee
will be payable quarterly in arrears at a rate of5@ per annum of the average of the
Specialty Credit Fund's total gross assets as efeid of each of the preceding two
quarters.

Following the first public offering and sale of éyusecurities of the Specialty Credit Fund
resulting in aggregate net proceeds to the Spgcfatedit Fund and/or any selling

stockholders, in combination with any previous publfferings, in excess of the lesser of
$65 million and 15% of aggregate commitments to$pecialty Credit Fund at the time of
such offering (a "QualifiedlPO'), the Specialty Credit Fund Management Fee wdl b
payable quarterly in arrears at a rate of 1.5% gretum of the average of the Specialty
Credit Fund's total gross assets as of the en@af ef the preceding two quarters.

Each investor being admitted to the Specialty @rdelind or any existing investor
increasing its commitment at any closing subseqternhe initial closing that occurs prior
to Conversion (as defined above) wil be respoesifir the Specialty Credit Fund
Management Fee in the amount such investor wowe l@rne had such investor been
admitted or increased its commitment at the initlalsing, plus interest thereon at a per
annum rate equal to the Prime Rate plus 2%, prdvltat investors admitted or existing
investors increasing their commitments at a subm#galosing that takes place during the
period beginning immediately after the date thatwslve months after the initial closing
and ending on the date that is eighteen months #iee initial closing will instead pay
interest at a per annum rate of 7%. Such amouwtter than interest) paid by such
investor will constitute a capital contribution bgch such investor and will decrease such
investor's unfunded commitment. Prior to Conversi&ilver Point may, in its sole
discretion, waive or reduce the Specialty Credihd~iManagement Fee with respect to
Silver Point and its affiliates, the partners ahd employees of Silver Point or any of its
affiliates, and their respective family members asthte planning vehicles (collectively, the
"SP Person9, and any other investor, it being understood th#owing Conversion any
such waiver or reduction will be eliminated.

Incentive Compensation

"Specialty Credit Fund Incentive Compensatidhwill be payable by the Specialty Credit
Fund to Silver Point and will consist of two partiicome Incentive Compensatichand
"Capital Gains Incentive Compensatibas follows:
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(i) Income Incentive Compensatiorincome Incentive Compensation will be calculased
payable to Silver Point quarterly in arrears basedthe pre-incentive compensation net
investment income generated by the Specialty Craditd. For this purpose, pre-incentive
compensation net investment income means intarestne, dividend income and any other
income accrued or earned by the Specialty CredidFminus the Specialty Credit Fund's
operating expenses (including the Specialty Creditd Management Fee, expenses payable
under any administration agreement, and any irttexgsense and dividends paid on any
issued and outstanding preferred stock, but exgudspecialty Credit Fund Incentive
Compensation). Prior to a Qualified IPO, pre-inse&n compensation net investment
income includes, in the case of investments wittet@rred interest feature (such as original
issue discount, debt instruments with pay in kinterest and zero-coupon securities),
accrued income that the Specialty Credit Fund lmdsyet received in cash. Pre-incentive
compensation net investment income does not incarderealized capital gains, realized
capital losses and unrealized capital appreciaiiodepreciation.

Prior to a Qualified IPO

Prior to a Qualified IPO, Income Incentive Compéiosa will be calculated and paid
quarterly in arrears in an amount equal to 100%thef pre-incentive compensation net
investment income in respect of the calendar quaiteing which the initial closing occurs
and the eleven preceding calendar quarters (oappeopriate portion thereof in the case of
the Specialty Credit Fund's first eleven calendaartgrs that commence on the beginning of
the calendar quarter during which the Initial Qdgsioccurs) (in either case, the "Trailing
Twelve Quarter®) in excess of a "hurdle rate amount” until theatdh-up amount” is
reached, and thereafter, 15% of the pre-incentv@pensation net investment income in
respect of the Trailing Twelve Quarters, minus #ggregate amount of any Income
Incentive Compensation paid in the preceding eleadendar quarters (or portion thereof)
comprising the relevant Trailing Twelve Quarters.

The hurdle rate amount is calculated by multiplying5% (7.00% annualized) by the value
of the Specialty Credit Fund's net assets (i.¢al @ssets less indebtedness) at the beginning
of each applicable calendar quarter comprisingrétevant Trailing Twelve Quarters.

The 100% catch-up provision for the pre-incentieenpensation net investment income in
excess of the hurdle rate amount is intended tovigeo Silver Point with incentive
compensation of 15% on all of the pre-incentive pensation net investment income in
respect of the Trailing Twelve Quarters when thabant equals the product of 2.0588%
multiplied by the value of the Specialty Credit Blsnnet assets at the beginning of each
applicable calendar quarter comprising the releVaatling Twelve Quarters, which product
is the amount at which the catch-up is achievechceCthe hurdle rate amount is reached
and the catch-up is achieved, 15% of the pre-ingembmpensation net investment income
in respect of the Trailing Twelve Quarters in exce$ such catch-up amount is payable to
Silver Point.

Following a Qualified IPO

Following a Qualified IPO, Income Incentive Compatiien will be calculated at a rate of
20% (rather than at the pre-Qualified IPO rate %%0) and will be based on pre-incentive
compensation net investment income for the curcatgndar quarter only (without regard
to the Trailing Twelve Quarters). Accordingly, laling a Qualified IPO, Income
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Incentive Compensation will be calculated and maidrterly in arrears in an amount equal
to 100% of the pre-incentive compensation net imaest income for that calendar quarter
in excess of a 1.75% quarterly "hurdle rate" (7.@#mualized) until the "catch-up" is

achieved and, thereafter, 20% of the total prentiee compensation net investment
income for that calendar quarter.

To determine whether the pre-incentive compensateninvestment income exceeds the
hurdle rate, the pre-incentive compensation nekstment income is expressed as a
percentage rate of return on the Specialty Credihds net assets (total assets less
indebtedness). The Income Incentive Compensatitwerwise payable to Silver Point
following a Qualified IPO may be reduced to reflabe write-off of certain deferred
interest previously included in pre-incentive comgsgion net investment income.

The 100% "catch-up" provision for the pre-incenta@mpensation net investment income
in excess of the 1.75% quarterly hurdle rate iended to provide Silver Point with

incentive compensation of 20% on all of the preemitve compensation net investment
income when that amount equals 2.1875% in a calesuaater, which is the rate at which

the catch-up is achieved. Once the hurdle rateeashed and the catch-up is achieved,
20% of any of the pre-incentive compensation ngestment income in excess of the
2.1875% in any calendar quarter is payable to SRant.

(i) Capital Gains Incentive Compensatioi€apital Gains Incentive Compensation, payable
at the end of each calendar year in arrears, qulbe20% (prior to a Qualified IPO, 15%)
of cumulative capital gains (as defined below) frtime inception of the Specialty Credit
Fund to the end of such calendar year, minus tlgeeggte amount of any previously paid
Capital Gains Incentive Compensation for prior @esi

"Cumulative capital gain§ means, on any relevant date, cumulative realzauital gains,
less the sum of (a) cumulative realized capitaddgsand (b) cumulative unrealized capital
depreciation on investments, in each case as ¢f daite.

Prior to Conversion, Silver Point may waive itshtigo receive all or any portion of the
Specialty Credit Fund Incentive Compensation, miclg in respect of the interests of SP
Persons and any other investor, it being understbatl following Conversion any such
waiver granted in respect of the interests of SPsd?s and any other investor will be
eliminated.

Payment of Fees

Fees and compensation paid or allocated to Sileamt Por its affiliates by the Funds are
generally deducted from the assets of such cliedts.discussed above, management fees
are generally deducted on a quarterly basis, ineesbmpensation is generally deducted or
allocated on an annual basis (other than the Incbrentive Compensation payable in
respect of the Specialty Credit Fund, which is ateld quarterly) and upon a redemption
or withdrawal of an investor and Carried Interestgenerally deducted or allocated on a
realization basis.

Additional Fees and Expenses Flagship Funds

Expenses The Domestic Flagship Fund and the Offshore dHiggFund will bear their own
expenses (and the Offshore Flagship Fund will liegoro rata share of the Master Flagship

12



Fund's expenses), including legal, accounting, tawditing, consulting and other
professional expenses (including, without limitatioexpenses relating to establishing
reputation and public relations in connection wakf-sourced lending or other financial
transactions), administration fees charged by SiReint and/or third-party providers of
administration services, fees payable to sub-adsjisgrofessional liability insurance
(including costs relating to directors’ and offgetiability insurance and errors and
omissions insurance), research and market datansapeinterest on margin loans and other
indebtedness, custodial fees, bank service feesstiment-related fees and expenses (such
as brokerage commissions (see Item 12), third-psotycing fees, legal fees and fees of
other professionals, expenses relating to speaimpgse vehicles (including without
limitation, overhead expenses related thereto), diligence expenses and travel, lodging
and meal expenses) related to the analysis, pwchassale of investments (including
Designated Investments), whether or not the invesstenare consummated, other expenses
related to the purchase, monitoring, sale, settmeustody or transmittal of Flagship
Fund assets (directly or through trading affiliatas shall be determined by Silver Point in
its sole discretion (including costs associated wiistems and software used in connection
with investment-related activities), expenses iredirby the Flagship Funds, the Domestic
Flagship GP, the Master Flagship GP, Silver Pointheir respective affiliates in connection
with the provision of administration services; gntevel taxes, organizational fees and
expenses, filing fees, expenses related to the affd sale of interests (including legal fees);
and other expenses associated with the operatitimedflagship Funds and their investment
activities.

Administrative Feesand Expenses Silver Point, or an affiliate, performs some the
functions of a third-party administrator in-housedacharges administration costs to the
Flagship Funds; providedhowever that such costs will be limited to an amount tladng
with the costs of any third-party administratiomvezes it uses and Silver Point's expenses
discussed below, will be the lesser of actual castsirred or 12 basis points of the
Domestic Flagship Fund's or the Offshore Flagshimds net asset value. The costs
incurred by Silver Point in the provision of sudfmanistration services include, but are not
limited to, out of pocket expenses (including ttauwmeals and lodging), third party
software licensing, implementation, data managemamd recovery services, custom
development costs and overhead expenses of anaoldirecurring nature such as rent,
utilities, supplies, secretarial expenses, statigneharges for furniture, fixtures and
equipment, employee benefits including insuranagyrgll taxes and compensation of all
personnel.

Other Fees Silver Point or its affiiates may receive compation in connection with
lending or other financial transactions or invesitse (including, without limitation,
acquisitions, dispositions, recapitalizations aestnucturings, and the provision of financial
advisory, investment monitoring, investment manag@nor similar or related services).
100% of the portion of such compensation ratablyibatable to the Flagship Funds'
investment in any such transactions or investm@ntsin the case of broken deal fees, such
proposed transaction or investment) will be applfesd an offset to either the Flagship
Management Fee or the incentive compensation; geedvhowever that if Silver Point or

its affiliates receive any fees in connection with arising from providing administrative,
collateral management or similar or related sesvi@ecluding agency services) in respect of
lending or other financial transactions, such fedk not be applied as an offset to the
Flagship Management Fee or the incentive comp@msgfis applicable). If the Flagship
Management Fee or the incentive compensation (pcalple) is not sufficient to fully
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effect such offset in any particular period, angrsfall will be carried forward to reduce
future Flagship Management Fees or incentive cosgigm (as applicable) until such
shortfall is fully offset. Notwithstanding the fegoing, in the event an investor in the
Flagship Funds withdraws or redeems prior to th&imgaof the adjustment described in
the previous sentence, such investor will foregal @ill not be entitled to, any portion of
any such subsequent adjustment.

The Flagship Funds will not receive the benefitaoly compensation received by Silver
Point or its affiliates in connection with the port of any financial transactions or
investments attributable to participants other tti@nFlagship Funds. A conflict of interest
may arise if Silver Point causes a Flagship Fungddicipate in a financial transaction or
investment with others and fees are paid to SR@&nt or its affiliates.

Additional Fees and Expenses - C & | Funds

Expenses The C & | Funds will bear their own expensesjuding legal, accounting, tax,
auditing, consulting and other professional expgnsee C & | Management Fee; with
respect to the C & | Fund Il, fees payable to sulsads; professional liability insurance
(including costs relating to directors’ and offgetiability insurance and errors and
omissions insurance); research and market datansgpgeinterest on indebtedness; custodial
fees; bank service fees; investment-related fedseapenses (such as third-party sourcing
fees, fees and expenses of legal and other profiedsi due diligence expenses and travel,
lodging and meal expenses) related to the anajysighase or sale of investments, whether
or not the investments are consummated; other ergenelated to the purchase,
monitoring, sale, settlement, custody or transmitta C & | Fund assets (directly or
through trading affiiates) as will be determineg Bilver Point in its sole discretion
(including costs associated with systems and so#wsed in connection with investment-
related activities); costs of reporting to investand investor meetings; administration fees
and expenses charged by any third-party provideadrhinistration services; entity-level
taxes; expenses relating to the offer and saletefasts; organizational fees and expenses
(including legal, accounting, consulting, filingdanther organizational expenses); filing fees;
costs of winding up and liquidating the C & | Fundgpenses incurred in connection with
an investor that defaults in respect of a commitmand other expenses associated with the
operation of the C & | Funds and their investmentivdies, including extraordinary
expenses such as litigation, workout and restringuand indemnification expenses, if any.

Other Fees Silver Point or its affiiates may receive compation in connection with
financial transactions or investments made by th& CFunds. 100% of the portion of
such compensation ratably attributable to the C Buhds' investment (or, in the case of
broken deal fees, the C & | Funds' proposed investjnin such transactions or investments
will be applied as an offset to the C & | Managemeee. If the C & | Management Fee
is not sufficient to fully effect such offset in yaparticular period, any shortfall will be
carried forward to reduce future C & | Managemeaeds-until the earlier of such time as
(i) such shortfall is fully offset or (ii) Silverdnt is no longer paid the C & | Management
Fee by the C & | Funds. Any fees received by ®iReint or its affiliates in connection
with or arising from providing administrative, ctleral management or similar or related
services (including agency services) in respectinaincial transactions or investments will
not be applied as an offset to the C & | Managenka® and will be on arm's-length terms
and disclosed to investors no less often than grhart
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The C & | Funds will not receive the benefit of acympensation received by Silver Point
or its affiliates in connection with the portion ahy financial transactions or investments
attributable to participants other than the C &uinéls. A conflict of interest may arise if
Silver Point causes a C & | Fund to participate ifinancial transaction or investment with
others and fees are paid to Silver Point or itticaés.

Additional Fees and Expenses — The Specialty Crediund

Expenses The Specialty Credit Fund will bear its own expes) including legal,
accounting, tax, auditing, consulting and otherfgssional expenses (including, without
limitation, expenses relating to establishing rapah and public relations in connection
with self-sourced lending or other financial trastgms); the Specialty Credit Fund
Management Fee and Specialty Credit Fund Incer@ivmpensation; professional liability
insurance (including costs relating to directorsd afficers' liability insurance and errors
and omissions insurance); research and market ebgianses; interest on indebtedness;
custodial fees; bank service fees; investmentadldtes and expenses (such as third-party
sourcing fees, fees and expenses of legal and ptiodessionals, due diligence expenses
and travel, lodging and meal expenses) related h® dnalysis, purchase or sale of
investments, whether or not the investments arswomated; expenses related to special
purpose vehicles (including, without limitation, esfiead expenses related thereto); interest
payable on debt, if any, incurred to finance thecsdty Credit Fund's investments; other
expenses related to the purchase, monitoring, saldement, custody or transmittal of fund
assets (directly or through trading affiliates) va#l be determined by Silver Point (or,
following Conversion, an affiliate thereof, as apgble) in its sole discretion (including
costs associated with systems and software usembnnection with investment-related
activities); costs of reporting to investors andestor meetings (including meetings of the
advisory committee and reasonable expenses incubyedmembers of the advisory
committee in connection with their attendance); iattnation fees and expenses charged by
any third-party provider of administration servicesitity-level taxes; expenses relating to
the offer, transfer, sale and marketing of intexrésther than any private placement fees or
expenses incurred in connection with the sale wra@sts or interests in the BDC Vehicle
(as defined above) prior to an IPO, which will et be borne by Silver Point); filing fees
and expenses; Federal and state registration fek®xpenses; regulatory and compliance
fees and expenses of the Specialty Credit Fundudimg with respect to any registration
activities of the Specialty Credit Fund); costswafding up and liquidating the Specialty
Credit Fund; costs associated with Conversion arstireng compliance with the applicable
BDC (as defined above) and RIC (as defined belog#guirements, including, but not
limited to, costs incurred in connection with thgyanization of, and transfer of assets to, a
private investment vehicle and all other expensesirred in connection with effecting
Conversion; expenses incurred in connection withnaastor that defaults in respect of a
commitment; and other expenses associated witlopkeation of the Specialty Credit Fund
and its investment activities, including extraoesin expenses such as litigation, workout
and restructuring and indemnification expensesny. For the avoidance of doubt, the
Specialty Credit Fund will also bear its allocableare (based on invested capital) of any of
the expenses listed above incurred by any subgidiathe Specialty Credit Fund.

Following Conversion, the Specialty Credit Fundlalso be responsible for the costs of
the offering of common shares and other securitiesluding, but not limited to, all

expenses incurred in connection with an IPO; cast$ expenses relating to distributions
paid to investors; costs of effecting sales andungmases of the Specialty Credit Fund 's
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securities; allocated costs incurred by Silver Poin its affiliate in providing managerial
assistance to those companies in which the Spe€iadidit Fund has invested who request
it; transfer agent fees; fees and expenses paitheédSpecialty Credit Fund's independent
directors (including expenses and costs relatechéetings of the independent directors);
costs of preparing and filing reports with the SEBE6d other Specialty Credit Fund
reporting and compliance costs, including regigiratind listing fees; the Specialty Credit
Fund's allocable portion of the fidelity bond; tbests of reports, proxy statements or other
notices to investors, including printing and mailicosts; the costs of any stockholders'
meetings and communications; expenses payable uadgr underwriting agreement,
including associated fees, expenses and any inflesioin obligations; and all other
expenses incurred by the Specialty Credit Fundommection with maintaining its status as
a BDC.

Administrative Feesand ExpensesSilver Point, or an affiliate, may perform someall of
the functions of a third-party administrator in-Beu Each affiiated administrator will be
reimbursed for all out-of-pocket expenses out ef dassets of the Specialty Credit Fund.

Following Conversion, the Specialty Credit Fund waimburse Silver Point or its affiliates,

as applicable, for all costs and expenses incumedonnection with administering the

Specialty Credit Fund's business including out @tket expenses (including travel, lodging
and meals), the Specialty Credit Fund's allocablign of Silver Point's or any affiliated

administrator's overhead expenses in performinglifgations under the Specialty Credit
Fund's advisory agreement or any administratioreeagent, as applicable, including rent
and the allocable portion of the compensation gaidSilver Point or its affiliates, as

applicable, to the Specialty Credit Fund's Chiefmpliance Officer and Chief Financial

Officer and their respective staffs (based on theegntage of time such individuals devote,
on an estimated basis, to the business affairsh@fS3pecialty Credit Fund), third-party
software licensing, implementation, data managenagnt recovery services and custom
development costs.

Other Fees If Silver Point or its affiliates receives any mgpensation in the form of
directors' fees, transaction fees, monitoring fefisancial advisory fees, investment
management fees, origination fees, arrangement deesmitment fees, broken deal fees and
other fees for similar or related services and ather compensation in connection with
lending or other financial transactions or invesitse (including, without limitation,
acquisitions, dispositions, recapitalizations anelstnucturings), the portion of such
compensation ratably attributable to investmentdan@r, in the case of broken deal fees,
proposed) by the Specialty Credit Fund will be aitfa) paid to the Specialty Credit Fund
or (b) prior to Conversion, applied as an offsetthie Specialty Credit Fund Management
Fee. Prior to Conversion, if the Specialty Crédind Management Fee is not sufficient to
offset any such fees, any shortfall will be carredvard to reduce future Specialty Credit
Fund Management Fees until the earlier of such aéi) such shortfall is fully offset or
(i) Silver Point is no longer entitled to receittee Specialty Credit Fund Management Fee
from the Specialty Credit Fund. Upon Conversionsach time that Silver Point is no
longer entitled to receive the Specialty Credit dFfuManagement Fee from the Specialty
Credit Fund, any remaining shortfall will be paigt Bilver Point or its affiiates to the
Specialty Credit Fund.

Any fees received by Silver Point or its affiliat@s connection with or arising from
providing administrative, collateral management samilar or related services to the
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Specialty Credit Fund in respect of lending or otfkeancial transactions or investments
will be retained by Silver Point or its affiliatesxd will not be applied as an offset to the
Specialty Credit Fund Management Fee, it being tstded that, in the event that any
expenses incurred by Silver Point or its affiliatesconnection with the provision of the

foregoing services are charged to the SpecialtyiCFeind as a fund expense, the portion
of such compensation ratably attributable to sugbeeses will be either (x) paid to the

Specialty Credit Fund or (y) prior to Conversiomidpto Silver Point and applied as an
offset to the Specialty Credit Fund Management Fee.

Additional Compensation

Neither Silver Point nor any of its supervised pessaccept brokerage commissions for the
sale of securities or other investment products.

17



ITEM 6
PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

Silver Point and its affiliates accept performabesed fees from every Fund. As a result,
Silver Point and its affiiates do not face certaonflicts of interest that may arise when an
investment adviser accepts performance-based feas Jome clients, but not from other
clients.
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ITEM 7
TYPES OF CLIENTS

Silver Point and its affiliates generally provideestment advice to the Funds, as described
above.
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ITEM 8
METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

Methods of Analysis and Investment Strategies

The descriptions set forth in this Brochure of sipe@dvisory services that Silver Point
offers to clients, and investment strategies putsaled investments made by Silver Point
on behalf of its clients, should not be understdodlimit in any way Silver Point's
investment activities.  Silver Point may offer aagvisory services, engage in any
investment strategy and make any investment, imgucény not described in this
Brochure, that Silver Point considers appropriatbject to each client's investment
objectives and guidelines. The investment strage@ilver Point pursues are speculative
and entail substantial risks. Clients should bepgared to bear a substantial loss of
capital. There can be no assurance that the imvest objectives of any client will be
achieved.

Flagship Funds

Silver Point's investment strategy with respectthie Flagship Funds focuses on making
investments in debt, equity or other securitiesigabons or instruments of misvalued,
mislevered, leveraged or financially distressed mames and in event-oriented and other
special situations. The Flagship Funds may holth bong and short positions in such
investments. The investment strategies employedthiey Flagship Funds may include
(without limitation) the following: credit-orientethvestments; event-oriented investments;
asset-oriented investments; and investments in atolss securities, obligations or
instruments.

In seeking to achieve its investment objective, Begship Funds may utilize any equity,
debt, derivative or other instrument that SilveinPaleems appropriate, including, but not
limited to, bank debt, receivables and trade claiar&l may provide financing, including
direct lending, debtor-in-possession financing dadkruptcy exit financing, either directly
or indirectly through investments in companiesjudmg affiliates of Silver Point, providing
such financing. In select circumstances, SilveintPanay also pursue other attractive
private investment opportunities.

C & | Funds

Silver Point's investment strategy with respectthe C & | Funds is to invest in
commercial and industrial and commercial real est&tollectively, "C & 1") loans,
principally acquired from banks and other finanamstitutions. The majority of the loans
are secured by hard assets (including commeraalestate). C & | Fund Ill may operate
property obtained through foreclosure or othervéisd seek to capture both current cash
flow and future appreciation.

Specialty Credit Fund

Silver Point's investment strategy with respecthe Specialty Credit Fund is to originate
loans to small and middle market companies dordiaitethe United States and invest in
specialty bridge financings, rescue financings aadondary purchases of loans and other
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credit-related assets. It is anticipated that igority of these loans will be secured,
floating rate investments. The Specialty Credihdcwill focus on opportunities that have
niche characteristics—situations involving comglgxiimminent capital needs, sourcing
challenges, and similar features that Ilimit the tip@ation of traditional financing
sources—as well as on other credit-related assétsseeking to achieve its investment
objective, the Specialty Credit Fund may invesibasra broad range of industries.

In addition, the Fund may invest in a broad ranf@asset classes and instruments as the
Specialty Credit Fund GP deems appropriate, inetydout not limited to, equity and debt
securities (secured or unsecured), loans, deresgtikeceivables and trade claims, whether
or not such investments are privately placed, tyepurchased, publicly traded, held
through participations or otherwise, or issued My a&ompany, entity, organization,
government or other person. The Specialty CreditdFmay also make investments in
companies and issuers domiciled outside of theedritates.

At any time during the term of the Specialty CreBind, Silver Point may, in its sole
discretion, elect to effect a restructuring of t8pecialty Credit Fund by causing the
Specialty Credit Fund to (i) convert to, merge wathdirectly or indirectly transfer all or
any portion of its assets to, an entity that hastetl to be treated as a BDC under the
1940 Act, (i) elect to be treated as a RIC for Ui&leral income tax purposes and (iii)
conduct an IPO.

Risk Factors

The following risk factors do not purport to be anplete list or explanation of the risks
involved in an investment in the clients advisedslbyer Point. These risk factors include
only those risks Silver Point believes to be matesignificant or unusual and relate to
particular significant investment strategies or methods ofly@is employed by or types of
securities recommended by Silver Point.

The Funds' investment programs are speculativeeatall substantial risks. There can be
no assurance that the investment objectives oFtimels will be achieved.

Risk Factorswith respectto the FlagshipFunds,the C & | Fundsand the SpecialtyCredit
Fund

Investments Generally.All investments are speculative and risk the lo$ssubstantial
capital. No guarantee or representation is made ttle Funds' investment programs will
be successful. The Funds' investment programdvieyvaithout limitation, risks associated
with limited diversification and concentration, @stments in speculative assets and the use
of speculative investment strategies and technjgoesrest rates, volatility, tracking risks in
hedged positions, credit deterioration or defaigks; currency risks, systems risks and
other risks inherent in the Funds' activities. THends' investments may be materially
affected by conditions in the financial markets anerall economic conditions occurring
globally and in particular markets where the Fumdy invest their assets.

Silver Point's methods of minimizing such risks mayt accurately predict future risk
exposures. Risk management techniques are bagettion the observation of historical
market behavior, which may not predict market djesices that are larger than historical
indicators. Also, information used to manage rishay not be accurate, complete or
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current, and such information may be misinterpretéd certain situations Silver Point may
be unable to, or may choose not to, implement mskagement strategies because of the
costs involved or other relevant circumstances, ereh if risk management strategies are
utilized, such strategies cannot fully insulate #hends from the risks inherent in their
planned activities.

Availability of Investments. The identification of investments suitable for tRends is
difficult and involves significant uncertainty. @&te can be no guarantee that Silver Point
will identify such investment opportunities or thmmmitted capital will be fully invested.
Even if such investments are identified there camb assurance that they will not decline
in value considerably while held by the Funds idilg, without limitation, as a result of
weakness in the credit or other markets, or otreumstances.

Identity of Beneficial Ownership and Withholding Gertain Paymentsin order to avoid

a U.S. withholding tax of 30% on certain paymemtslgding payments of gross proceeds)
made with respect to certain actual and deemed ib8stments, each non-U.S. domiciled
Fund has registered with the United States InteR®lenue Service (the "Serviyeand
generally will be required to identify, and repartormation with respect to, certain of its
direct and indirect U.S. account holders (includdeptholders and equityholders). A non-
U.S. investor in a Fund will generally be requirexd provide to such Fund information
which identifies its direct and indirect U.S. owsi@p. Any such information provided to
such Fund will be shared with the Service or, ia tase of a non-U.S. domiciled Fund
located in a jurisdiction that has entered into ad®l 1 IGA, the local authority responsible
for sharing such information with the Service. AnAU.S. investor that is a "foreign
financial institution" within the meaning of Seatid471(d)(4) of the U.S. Internal Revenue
Code of 1986, as amended, will generally be reduice timely register with the Service
and agree to identify, and report information widspect to, certain of its own direct and
indirect U.S. account holders (including debthaddend equityholders). A non-U.S.
investor who fails to provide such information toFand or timely register and agree to
identify, and report information with respect taick account holders (as applicable) may be
subject to the 30% withholding tax with respect ite share of any such payments
attributable to actual and deemed U.S. investmehssich Fund, and the general partner or
board of directors of such Fund may take any adtiorelation to such investor's interest in
such Fund or redemption proceeds to ensure thatwiticholding is economically borne by
the relevant investor whose failure to provide tlezessary information gave rise to the
withholding.  Investors should consult their owrx tadvisors regarding the possible
implications of these rules on their investments iRund.

Risk Factors with respect to the Flagship FundsthadSpecialty Credit Fund

Exposure to Certain Financial InstitutionsThe Flagship Funds and the Specialty Credit
Fund may invest in financial instruments issuedifgncial institutions, such as investment
and commercial banks, insurance companies, sawamgs loan associations, mortgage
originators and other companies engaged in thendiah services industry (collectively,

"financial institutions). In addition, financial institutions will actsacounterparties to the

Flagship Funds in connection with the Flagship Burahd the Specialty Credit Fund's
investment activities, and will provide prime brokge services to the Flagship Funds and
the Specialty Credit Fund. The Flagship FundstaedSpecialty Credit Fund may also gain
exposure to these entities through derivative #&etiens, including, without limitation,

options, credit default swaps and credit linkedesptand through long and short strategies.
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In the course of conducting their business opamnatifinancial institutions are exposed to a
variety of risks that are inherent to the finan@atvices industry. Significant risks that
could affect the financial condition and resultsopkrations of financial institutions include,
but are not limited to, fluctuations in interestes exchange rates, equity and commodity
prices and credit spreads caused by global and loesket and economic conditions;
credit-related losses that can occur as a reswdhahdividual, counterparty or issuer being
unable or unwilling to honor its contractual obtigas; the potential inability to repay
short-term borrowings with new borrowings or asdéist can be quickly converted into
cash while meeting other obligations; operatiomélufes or unfavorable external events;
potential changes to the established rules andccigeliof various U.S. and non-U.S.
legislative bodies and regulatory and exchange caigs, such as federal and state
securities, bank regulators and industry partidgamisks associated with litigation,
investigations and/or proceedings by private claisand governmental and self-regulatory
agencies arising in connection with a financialtiinon's activities; and its continuing
ability to compete effectively in the market. Rethg many financial institutions have
announced writedowns and losses relating to thgiosures to the U.S. subprime market.
These financial institutions may continue to haxposure to these markets and products,
and as market conditions continue to evolve the J¥alue of certain mortgage-related
instruments could further deteriorate, which cowddult in further writedowns and losses.
Other areas of financial institutions' busines$ed have not yet been adversely affected by
the illiquidity in mortgage and lending markets kbue adversely affected if current
conditions in the credit market spread to otheta@sc While financial institutions seek to
manage these and other risks through risk managemedinies and procedures, there can
be no assurance that such any financial institistisisk management practices will be
effective.

Repurchase Programs and Bank ObligationRepurchase agreements are subject to the
risk of failure of the seller to repurchase theestvynent purchased by the Flagship Funds
and the Specialty Credit Fund, or delays or linotzg on realization of the purchase
obligation in the event of the initiation of bangtay or other proceedings involving the
seller. Certain types of bank obligations whichyrba acquired by the Flagship Funds and
the Specialty Credit Fund may not be covered byrargce from the Federal Deposit
Insurance Corporation or the Federal Savings arahlosurance Corporation.

Investments in Non-Traded EquityAs part of their investment programs, the Flggsh
Funds and the Specialty Credit Fund may make imes#ts in non-traded equity. These
investments may occur as a result of, among ottiegg, direct equity investments and the
Flagship Funds' and the Specialty Credit Fund'shase of debt instruments that convert to
equity interests in the event of a reorganizatibaroentity's capital structure.

The Flagship Funds' and the Specialty Credit Fummdlestments in non-traded equity

involve a high degree of business and financid. risThe entities in which the Flagship

Funds and the Specialty Credit Fund invest mayit@ndially distressed or have recently
emerged from bankruptcy, they may require substirddditional capital to support

expansion or to achieve or maintain a competitigsitppn, they may produce substantial
variations in operating results from period to pdrand they may operate at a loss. Such
risks may adversely affect the performance of smekstments and result in substantial
losses. In addition, these entities may requirgegumental approvals or be subject to
licensing procedures in order to operate in thesrkets. The Flagship Funds and the
Specialty Credit Fund could be adversely affectgddélays in, or refusals to grant, such
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approvals or licenses.

Bank Loans. The Flagship Funds' and the Specialty Credit Fund&stment programs will
include investments in bank loans. The value afkbl@ans can fluctuate in response to
actual and perceived changes in creditworthiness;LhS. exchange rates, political stability
or soundness of economic policies. Bank loanswel as other debt obligations) are
subject to the risk of the issuer's inability toangrincipal and interest payments on its
obligations (i.e. credit risk) and are subject to price volatilitye to such factors as interest
rate sensitivity, market perception of the credittnmess of the issuer and general market
liquidity (i.e., market risk). These obligations are subject tteeorisks, including, without
limitation: (i) declines in the value of collatersgcuring the obligations, if any; (ii) declines
in the enterprise value of the obligor; (ii) fa#u of restrictive covenants, if any, to
adequately protect the interests of the creditg);the failure of the bankruptcy process (or
other determination of creditors' rights) to proelube outcome anticipated by the investor;
(v) the possible invalidation of an investment saction as a preference or fraudulent
conveyance under relevant creditors' rights law$;S0-called lender-liability claims by the
issuer of the obligations; and (vi) environmental other liabilities that may arise with
respect to collateral securing the obligations. ahalyzing each bank loan, Silver Point
compares the relative significance of the risksiragjathe expected benefits of the
investment. Successful claims by third partiesiragi from these and other risks will be
borne by the Flagship Funds and the Specialty Crédind, as applicable. The risks
associated with bank loans generally also appkhéospecific types of bank loans discussed
below (e.g. leveraged loans and bridge loans).

Risk Factors with respect to the C & | Funds arel $ipecialty Credit Fund

Foreclosure Risks It is possible that the C & | Funds and the $gcCredit Fund may
find it necessary or desirable to foreclose onaterbans. The foreclosure process is often
lengthy and expensive. Borrowers may resist mgegtreclosure actions by asserting
numerous claims, counterclaims and defenses agdiasC & | Funds or the Specialty
Credit Fund, including, without limitation, numemouender liability claims and defenses,
even when such assertions may have no basis inifaah effort to prolong the foreclosure
action and force the lender into a modificationtioé loan or a favorable buy-out of the
borrower's position. In some states, foreclosut®@as can sometimes take several years
or more to litigate. At any time prior to or duginthe foreclosure proceedings the
borrower may file for bankruptcy, which would hatree effect of staying the foreclosure
actions and further delaying the foreclosure preceSoreclosure litigation tends to create a
negative public image of the mortgaged property mag result in disrupting the ongoing
leasing, management and operation of the propartg, may negatively affect the sales
price of the property.

There can be no assurance that there will be ayrestket for resale of foreclosed
properties because investments in real estate @gbnare not liquid; holding periods
accordingly are difficult to predict, particulars business plans may be revised to adapt to
changing economic, business and financial conditiom addition, there may be significant
expenditures associated with holding real propertgluding real estate taxes and
maintenance costs. The liquidation proceeds upén f the real estate may be less than
the amount invested in the loan, resulting in & las the C & | Funds or the Specialty
Credit Fund. Any costs or delays involved in tlgiitlation of the real estate will further
reduce proceeds received and thus increase any loss
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Taking Possession of Underlying Collaterallhe C & | Funds and the Specialty Credit
Fund may take possession of collateral includinghout limitation, an asset or business,
through a purchase or foreclosure action. Therebsano assurance that Silver Point or
any management team established by Silver Poihtowikble to successfully operate, hold
or maintain the collateral in accordance with tlkpeetations of the C & | Funds and the
Specialty Credit Fund, or that the C & | Funds &nel Specialty Credit Fund will be able

to profit from their investment in such collateral.

Risks Associated with Bankruptcy Casékhere may be instances where the borrowers of
the loans in which the C & | Funds and the Speci@ltedit Fund invest seek protection
under U.S. bankruptcy law. Many of the events with bankruptcy case are adversarial
and often beyond the control of the creditors. lgVlkreditors generally are afforded an
opportunity to object to significant actions, thexan be no assurance that a bankruptcy
court would not approve actions which may be cowptta the interests of the C & | Funds
and the Specialty Credit Fund.

Generally, the duration of a bankruptcy case caly e roughly estimated. The
reorganization of a debtor usually involves the el@yment and negotiation of a plan of
reorganization, plan approval by creditors and icmation by the bankruptcy court. This
process can involve substantial legal, professiandl administrative costs to the debtor and
the C & | Funds and the Specialty Credit Fundsitsubject to unpredictable and lengthy
delays; and during the process the debtor's cotiwgetposition may erode, key
management may depart and the debtor may not leetabhvest adequately. In some
cases, the debtor may not be able to reorganizeraydbe required to liquidate assets.
The debt of companies in financial reorganizatioii, w» most cases, not pay current
interest, may not accrue interest during reorgéiozaand may be adversely affected by an
erosion of the issuer's fundamental value. Sugbsiments can result in a total loss of
principal.

U.S. bankruptcy law permits the classification ofulistantially similar" claims in
determining the classification of claims in a rearigation for purpose of voting on a plan
of reorganization. Because the standard for dileestgon is vague, there exists a significant
risk that the C & | Funds' and the Specialty Crédind's influence with respect to a class
of debt can be lost by the inflation of the numbed the amount of claims in, or other
gerrymandering of, the class. In addition, certdministrative costs and claims that have
priority by law over the claims of certain cred#offor example, claims for taxes) may be
quite high.

Silver Point, on behalf of the C & | Funds and tBpecialty Credit Fund, may elect to
serve on creditors' committees or other groupsnsume preservation or enhancement of
the C & | Funds' and the Specialty Credit Fund'sitmms as creditors. A member of any
such committee or group may owe certain obligatigeserally to all parties similarly
situated that the committee represents. If SiRemnt concludes that its obligations owed
to the other parties as a committee or group mermteflict with its duties owed to the C
& | Funds and the Specialty Credit Fund, it wilsign from that committee or group, and
the C & | Funds and the Specialty Credit Fund may realize the benefits, if any, of
participation on the committee or group. In addifiand also as discussed above, if the C
& | Funds and the Specialty Credit Fund are represeon a committee or group, they
may be restricted or prohibited under applicable teom disposing of or increasing their
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investments in such company while they continuddorepresented on such committee or
group.

Risks Associated with Investing in Commercial andustrial Loans; Real Estate as
Collateral. Certain of the C & | Funds' and the Specialty @rédind's loan investments
may be subject to the risks inherent in the ownershreal property to the extent that real
property may be underlying collateral for such stmeents. For instance, the C & | Funds
will often invest in loans secured by commerciatl andustrial properties. While Silver
Point will typically value commercial and industriand other assets secured by real
property based on their real estate liquidatioruezahlone (including for underwriting
purposes), a property's tenant(s), a property'sibatits and the quality of the
neighbourhood, may each adversely impact the yabifithe borrower to repay the loan and
the value of the property. Factors that can afteet value of commercial & industrial
loans and loans that are targeted for investmenthby Specialty Credit Fund include,
without limitation, (i) the diversity and qualityf @ property's tenants, including whether the
owner relies on a single or dominant tenant andcthditworthiness of any such tenant; (ii)
the terms, including duration, of a property's ésawith tenants; (ii) an economic decline
in the business that occupies a property; (iv) dlirte in a particular business segment,
which thereby reduces demand for a particular tfpspace; (v) the physical attributes of a
property (both individually and in comparison tongmeting properties), including, but not
limited to, a property's age, its physical condifi@esign and appearance, its location and
access to transportation, and its ability to offerenities (e.g.sophisticated systems and/or
wiring requirements); (vi) a property's technol@giattributes and adaptability to changes in
a tenant's technological needs; (vii) the desitglolf the neighborhood as a location; (viii)
continued expenses for maintenance, refurbishmashtn@odernization of existing facilities,
even prior to their useful life; (ix) a decline the managerial capacity or prowess of a
business operator; (x) the strength of the locahemy, including the cost of labor, quality
of life and the tax environment; (xi) an adversgat on the neighborhood's population,
including employment growth (thereby creating dethéor office space), each influence the
ability of the borrower to repay the loan and timelerlying value of the business occupying
the property and (xii) acts of God and other fagtbeyond the control of Silver Point. In
the event of a default of a loan, the C & | Fundd #he Specialty Credit Fund may not
fully recover the amount invested in the loan, Whitay result in a loss on such loan even
if purchased at a discount.

Potential Environmental Liabilittes Under various U.S. Federal, state and local
environmental laws, ordinances and regulationgjreent or previous owner or operator of
real estate (which may include lenders such asCti& | Funds and the Specialty Credit
Fund in some instances) may be required to invastignd clean up any hazardous or toxic
substances or petroleum product releases and migbleefor the costs in connection with
such contamination. These laws typically imposeamiup responsibility and liability
without regard to whether the owner knew of, or wesponsible for, the presence of the
contaminants, and the liability under such laws lb@sn interpreted to be joint and several
unless the harm is divisible and there is a redsderaasis for allocation of responsibility.
The cost of investigation, remediation or removllkoch substances may be substantial,
and the owner's liability as to any property is ggaily not limited to the value of the
property and/or the aggregate assets of the owrtarthermore, the presence of such
substances on such property may adversely affectottmer's ability to sell or rent such
property or to borrow using such property as cetkt
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Persons who arrange for the disposal or treatmértamardous or toxic substances or
petroleum products at a disposal or treatmentitfacihay also be liable for the costs of
removal or remediation of a release of hazardou®mxic substances or petroleum products
at such disposal or treatment facility, whetherot the facility is owned or operated by
such person. In certain circumstances, third-p&tylers that have directed or had an
active involvement in the environmental compliaac#vities or the day-to-day management
of a borrower's facilities or that have taken pesga of or title to such borrower's
collateral may be liable for the costs of removal@mediation of a release of hazardous or
toxic substances or petroleum products at theitfacilln addition, some environmental
laws create a lien on the contaminated site inrfafothe government for damages and
costs it incurs in connection with contaminatiom addition, the owner of a site may be
subject to common law claims by third parties baseddamages and costs resulting from
environmental contamination emanating from a sitéertain U.S. Federal, state and local
laws, regulations and ordinances govern the remosatapsulation or disturbance of
asbestos-containing materials when such matenalsnapoor condition or in the event of
construction, remodeling, renovation or demolitmna building. These laws may impose
liability for release of asbestos-containing matieriand may provide for third parties to
seek recovery from owners or operators of real gitypfor personal injury associated with
such asbestos-containing materials.

In connection with the C & | Funds' and the Spégi@lredit Funds' debt investments, the
C & | Funds and the Specialty Credit Fund, to tkeemt they have an active involvement
in the environmental compliance activities of arbarer's facilities or takes possession of a
borrower's collateral, may incur liability for enenmental costs. Additionally, changes in
environmental laws or in the environmental conditaf an asset may create liabilities that
did not exist at the time of acquisition and thatild not have been foreseen.

Risk Factors with respect to the Flagship Funds

High Yield and Preferred SecuritiesThe Flagship Funds invest in "high yield" borzotsl
preferred securities that are rated in the lowéngacategories by the various credit rating
agencies or comparable non-rated securities. HBesuin the lower-rated categories and
comparable non-rated securities are subject totgremsk of loss of principal and interest
than higher-rated and comparable non-rated sexsjriind are generally considered to be
predominantly speculative with respect to the issueapacity to pay interest and repay
principal. They are also generally considered ¢oshbject to greater risk than securities
with higher ratings or comparable non-rated seiesrin the case of deterioration of general
economic conditions. Because investors generahcqgive that there are greater risks
associated with lower-rated and comparable normdraeeurities, the yields and prices of
such securities may be more volatile than thosehigier-rated and comparable non-rated
securities. The market for lower-rated and compgaraon-rated securities is thinner, often
less liquid, and less active than that for higleged or comparable securities, which can
adversely affect the prices at which these seeariian be sold and may even make it
impractical to sell such securities. High-yieldnde and preferred securities are also
typically lower in the capital structure of the eehnt issuer than other forms of
indebtedness, including secured bank debt. Asuatreéhese securities may not be secured
(or fully secured) by the underlying assets of idgsier and, in the event of a bankruptcy,
reorganization or other similar event, the Flagdhimds would be subject to significant
losses in respect of their investment in such sgesur
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Corporate Deht The Flagship Funds invest in bonds, notes, dabem and other

instruments of indebtedness issued by, and othégatibns of, corporations. These
instruments may pay fixed, variable or floatingemsatof interest, and may include zero
coupon and pay-in-kind obligations. The Flagshyimds may invest in corporate debt
instruments that have experienced or are conteetplat experience ratings downgrades.
The Flagship Funds may invest in instruments tleatehthe lowest quality ratings or are
unrated.

Ratings Credit ratings of debt instruments representrét|g agency's opinions regarding
their credit quality and are not a guarantee ofityuaCredit ratings evaluate the safety of
the principal and interest payments, not the maviadie risk, of lower-rated instruments.
Such ratings also may not accurately reflect mamoemic or systematic risk, including
the risk of increased illiquidity in the credit rkats. Accordingly, credit ratings may not
fully reflect the true risks of an investment. @lgating agencies may fail to make timely
changes in credit ratings in response to subseqeesmts, so that an issuer's current
financial condition may be better or worse tharating indicates. Rating agencies may re-
rate an instrument which could cause substantss &s the ratings are downgraded. Such
reviews and potential downgrades may be more likieising periods of volatility in the
credit markets. Additionally, rating agencies nragorrectly rate instruments due to errors
in their internal evaluation processes or modelmethodologies. The rating agencies may
retrospectively change their rating methodologyha future, which may affect the rating
assigned to the existing debt instruments. Thgship Funds' investments may experience
significant credit rating volatility.

Leveraged Loans '"Leveraged loans" are loans made to companigb @i below
investment grade rating from Moody's and S&P. Sleans may be performing poorly
when the Flagship Funds acquire them. There isasgurance that Silver Point will
correctly evaluate the value of the assets co#iirerg such loans or the prospects for
distribution on or repayment of such loans. Thagbhip Funds may lose their entire
investment or may be required to accept cash, piyppe securities with a value less than
the Flagship Funds' original investment and/or ip@yequired to accept payment over an
extended period of time.

Bridge Loans. It is a common practice for financial institutiold commit to providing
bridge loans to facilitate acquisitions, includil@yeraged buyouts, where it serves as an
advisor to the purchaser. Bridge loans are fredyemde because, for timing or market
reasons, longer term financing is not availableéhat time the funds are needed, which is
often at the time of the closing of an acquisitioin. the past, these commitments were not
frequently drawn upon due to the availability oh@t sources of financing. However, due
to recent market conditions affecting the avaiigbibf these other sources of financing
(principally high yield bond transactions), bridigan commitments have been and may be
drawn upon more regularly. Since these commitmeme not regularly drawn upon in
the past, there is little history for investorsrady upon in evaluating investments in bridge
loans. Bridge loans often have shorter maturities the permanent financing by which
they are expected to be replaced. Borrowers andets typically agree to shorter
maturities based on the anticipation that the leritbgans will be replaced with other forms
of financing within such shorter time period. Howg the source and timing of such
replacement financing may be uncertain and carffeetad by, among other things, market
conditions and the financial condition of the boves at the maturity date of the bridge. If
the borrower is unable to obtain replacement fimgnand repay the bridge loan at
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maturity, the terms of the bridge loan may proviolethe bridge loan to be converted to a
longer term loan (with maturities similar to thdtaobond). If bridge loans are not repaid
(or cannot be disposed of on favorable terms) enddites projected by Silver Point, there
may be an adverse effect upon the ability of SillP&int to manage the assets of the
Flagship Funds in accordance with its models ageptions or an adverse effect upon the
Flagship Funds' performance and ability to makéridigions.

Risks of Investments in Special Situation$he Flagship Funds may invest in "event-
driven" and other special situations such as réagations, spin-offs, restructurings,
bankruptcy, litigation, corporate control transanf, corporate events and other catalyst-
oriented strategies. Silver Point could be inattria its assessment of the magnitude or
probability of the downside risks associated with iavestment in an "event-driven" or
other special situation, thus resulting in sigaifit losses to the Flagship Funds.
Investments in such securities are often diffidoltanalyze or may have limited trading
histories or limited in-depth research coveragavesting in special situations frequently
requires the investor to make predictions abouth@ likelihood that an event will occur
and (i) the impact such event will have on theugabf a company's financial instruments.
If the event fails to occur or it does not have #fiect foreseen, losses can result. For
example, the adoption of new business strategiepmpletion of asset dispositions or debt
reduction programs by a company may not be valsedighly by the market as Silver
Point had anticipated, resulting in losses. Initawid a company may announce a plan of
restructuring which promises to enhance value,f&iuto implement it, which can result in
losses to investors. In liquidations and othemfrof corporate reorganization, the risk
exists that the reorganization either will be uressful, will be delayed or will result in a
distribution of cash or a new security, the val@ievhich will be less than the price paid by
the Flagship Funds for the security in respect bicwv such distribution was made. The
consummation of mergers and tender and exchangesafén be prevented or delayed by a
variety of factors, including: (i) opposition did management or stockholders of the target
company, which may result in litigation to enjolmetproposed transaction; (ii) intervention
of a federal or state regulatory agency; (ii) gfoby the target company to pursue a
"defensive" strategy, including a merger with, ofriendly tender offer by, a company other
than the offeror; (iv) in the case of a mergerlufai to obtain the necessary stockholder
approvals; (v) market conditions resulting in mafechanges in securities prices; (Vi)
compliance with any applicable federal or stateusges laws; and (vii) inability to obtain
adequate financing. Because of the inherently wdptdee nature of investing in special
situations, the results of the Flagship Funds' atpars may be expected to fluctuate from
period to period. Accordingly, limited partners ttie Domestic Flagship Fund, or
shareholders of th®ffshore Flagship Fund, as applicable, should wstdad that the results
of a particular period will not necessarily be cative of results that may be expected in
future periods.

Broad Investment MandateThe Flagship Funds' investment strategy perimitsstments

to be made in a broad range of issuers, securfti@s)cial instruments and transactions.
Subject to the concentration limits set forth ire tRlagship Funds' respective offering
memoranda, Silver Point may also cause the Flagshipds to focus their investment
activities in a limited number of industries, marlsectors or types of securities, financial
instruments or transactions. Within those broadameaters, Silver Point will make

investment decisions for the Flagship Funds asénts appropriate in its sole discretion.
No assurance can be given that the Flagship Fuiidbeasuccessful in obtaining suitable
investments, or that if such investments are mtue pbjectives of the Flagship Funds will
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be achieved.

Nature of Bankruptcy Proceedingsrhere are a number of significant risks wheregting

in companies involved in bankruptcy proceedingsjuiing the following: First, many
events in a bankruptcy are the product of contestatters and adversary proceedings
which are beyond the control of the creditors. ddel¢ a bankruptcy filing may have
adverse and permanent effects on a company. Btance, the company may lose its
market position and key employees and otherwiserhedncapable of restoring itself as a
viable entity. Further, if the proceeding is comgd to a liquidation, the liquidation value
of the company may not equal the liquidation vahegt was believed to exist at the time of
the investment. Third, the duration of a bankrygtcoceeding is difficult to predict. A
creditor's return on investment can be adverselyagted by delays while the plan of
reorganization is being negotiated, approved by theditors and confirmed by the
bankruptcy court, and until it ultimately becomdfeaive. Fourth, the administrative costs
in connection with a bankruptcy proceeding are Udesdly high and will be paid out of the
debtor's estate prior to any return to creditoFsfth, creditors can lose their ranking and
priority if they exercise "domination and contradvver a debtor and other creditors can
demonstrate that they have been harmed by sucbnsgctespecially in the case of
investments made prior to the commencement of b@bgy proceedings. Sixth, certain
claims, such as claims for taxes, may have pridogylaw over the claims of certain
creditors. Seventh, under certain circumstanceympnts to the Flagship Funds and
distributions by the Flagship Funds to their ineestmay be reclaimed if any such payment
is later determined to have been a preferentiainpay. Eighth, the Flagship Funds may
seek representation on creditors' committees, and emember of a creditors' committee
they may owe certain obligations generally to alkditors similarly situated that the
committee represents and they may be subject t@mugartrading or confidentiality
restrictions. If Silver Point concludes that thagship Funds' membership on a creditors'
committee entails obligations or restrictions tbanflict with the duties it or its affiliates
owe to the Flagship Funds' investors, or that etlser outweigh the advantages of such
membership, the Flagship Funds will not seek meshigerin, or will resign from, that
committee. Because the Flagship Funds will indgnthie Flagship GPs, Silver Point or
any other person serving on a committee on belfdlieo Flagship Funds for claims arising
from breaches of those obligations, indemnificatiwayments could adversely affect the
return on the Flagship Funds' investment in a r@urgtion company.

Leveraged CompaniesThe Flagship Funds' investments are expectaactode companies
whose capital structures may have significant Byer Such investments are inherently
more sensitive to declines in revenues and to &as&® in expenses and interest rates. The
leveraged capital structure of such investmentk imatease the exposure of the portfolio
companies to adverse economic factors such as dowenin the economy or deterioration
in the condition of the portfolio company or itsdurstry. Additionally, the securities
acquired by the Flagship Funds may be the mosbruniwhat will typically be a complex
capital structure, and thus subject to the greatsstof loss.

Hedging Risks Silver Point may hedge some or all of the Flag$tunds' portfolios by

taking long and short positions in related seasitor through the use of futures, swaps
and other derivative instruments, involving, amatber things, securities, interest rates or
currencies. Hedging against a decline in the valua portfolio position does not eliminate
fluctuations in the values of such portfolio pasis or prevent losses if the values of such
positions decline, but establishes other positialesigned to gain from those same
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developments, thus seeking to moderate the deelinthe portfolio position's value.
Therefore, hedging transactions may prevent loagde limiting the opportunity for gain if
the value of the portfolio position should increada the event of an imperfect correlation
between a position in a hedging instrument andptfolio position that it is intended to
protect, the desired protection may not be obtairetl the Flagship Funds may be
exposed to risk of loss. In addition, it is notspible to hedge fully or perfectly against any
risk, and hedging entails its own costs and riskesh as counterparty risk. Silver Point
may determine in its sole discretion not to hedg@irest certain risks or may not anticipate
certain risks and certain risks may exist that oare hedged.

Leverage and Financing RiskThe Flagship Funds may leverage their investsnenorder

to enhance returns. Accordingly, the Flagship Busdcurities may be pledged in order to
borrow additional funds for investment purposeshe Flagship Funds' investment return
may be leveraged with options, short sales androdleeivative instruments (including
swaps).

Financing arrangements to which the Flagship Fuarésor may be subject may contain
financial covenants, including limitations on thevdl of financing that may be provided,
asset coverage requirements, limitations on réstripayments (including distributions),
minimum performance requirements, issuer and imgudiversification requirements, and
other limitations and covenants. Furthermore, fihancing terms (including, without

limitation, terms related to margin requirementeptained in each of the Flagship Fund's
prime brokerage arrangements may be changed byetbeant prime broker, subject to
certain limitations.

While leverage presents opportunities for increpsire Flagship Funds' total return, it has
the effect of potentially increasing losses as .wdlccordingly, any event which adversely

affects the value of an investment by the Flag&hipds would be magnified to the extent
the Flagship Funds are leveraged. The cumulafifecteof the use of leverage by the

Flagship Funds in a market that moves adverseiheoFlagship Funds' investments could
result in a substantial loss to the Flagship Fuakdish would be greater than if the Flagship
Funds were not leveraged.

In general, the Flagship Funds' anticipated usshoft-term margin borrowings results in

certain additional risks to the Flagship Funds.r &gample, should the securities pledged
by the Flagship Funds to brokers to secure margmounts decline in value, the Flagship

Funds could be subject to a "margin call,” pursuanivhich the Flagship Funds must either
deposit additional funds or securities with thekiem or suffer mandatory liquidation of the

pledged securities to compensate for the declinalime. In the event of a sudden drop in
the value of the Flagship Funds' assets, the Rf@ad3imds might not be able to liquidate

assets quickly enough to satisfy their margin negoents.

None of the Flagship Funds will borrow money to g investments or satisfy obligations
of the Flagship Funds in excess of two and onetim#fs the sum of (i) the net asset value
of the Domestic Flagship Fund or the Master Flaggdfund (as applicable) and (i) the

aggregate amount of deferred Flagship Managemesd Bad incentive compensation (as
applicable), if any, owed to Silver Point (each,dasermined at the time of the borrowing);
providedthat the Flagship Funds may exceed such limit vapect to borrowings incurred

to facilitate short trading activity and hedgingiwty.
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Short Selling The Flagship Funds may sell securities shorhoriSsales can, in certain
circumstances, substantially increase the impaetdgérse price movements on the Flagship
Funds' portfolios. A short sale of a security imes the risk of a theoretically unlimited
loss from a theoretically unlimited increase in tharket price of the security, which could
result in an inability to cover the short positiom addition, there can be no assurance that
securities necessary to cover a short position lellavailable for purchase. Purchasing
securities to close out the short position canfitsuse the price of the securities to rise
further, thereby exacerbating any loss.

Position Limits In addition to the requirement that each Flagg$ktund not invest more
than an amount equal to 15% of its net asset @atermined at the time of investment)
in any single portfolio company without the conserfta majority in interest of such
Flagship Fund's investors, the Flagship Funds neagubject to "position limits" imposed by
various regulators. Such position limits may lirtite Flagship Funds' ability to effect
desired trades. Position limits are the maximunowmts of net long or net short positions
that any one person or entity may own or contrad iparticular financial instrument. All
positions owned or controlled by the same persoerntity, even if in different accounts,
may be aggregated for purposes of determining vendtie applicable position limits have
been exceeded. Thus, even if the Flagship Fundsiadointend to exceed applicable
position limits, it is possible that different acocis managed by Silver Point and its affiliates
may be aggregated. If at any time positions mahage Silver Point were to exceed
applicable position limits, Silver Point would bequired to liquidate positions to the extent
necessary to come within those limits. Furtheravoid exceeding the position limits, the
Flagship Funds might have to forego or modify aertd their contemplated trades.

Risks of Options A component of the Flagship Funds' investmenigmams may involve
the purchase and sale of options. There are aisksciated with the sale and purchase of
call options and put options.

The value of an option may change because of agehanthe value of the underlying
securities, the passage of time, changes in th&et'®rperception as to the future price
behavior of the underlying securities, interesesaior any combination of the foregoing. In
the case of the purchase of an option, the ridkss of an option buyer's entire investment
in the option (i.e. the premium paid and transaction charges) refléioé nature of an
option as a wasting asset that may become worthledgs expiration. Where an option is
written (or sold) uncovered, the option seller niwy liable to pay substantial additional
margin, and the risk of loss is theoretically uitgd, as the option seller will be obligated
to deliver, or take delivery of, a security at a&getermined price, which may, upon the
exercise of the option, be significantly differdram its market value at the time the option
was initially written (or sold).

The Flagship Funds may purchase and sell exchaadee options on individual securities,
securities sectors and/or securities indices. dlean be no guarantee that there will at all
times be a liquid market for all options. A markeiuld become unavailable if one or more
exchanges were to stop trading options or it cdagdome unavailable with respect to
options on a particular underlying stock if the ledages stopped trading options on that
stock. In addition, a market could become temglgranavailable if unusual events (e.g
volume exceeds clearing capability) were to intgrroormal exchange operations. If an
options market were to become illiquid or otherwisevailable, an option holder would be
able to realize profits or limit losses only by eising and an option seller or writer would
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remain obligated until the option is exercised otilihe option expires.

If trading is interrupted in an underlying stockgttrading of exchange-traded options on
that stock is usually halted as well. Holders amters of such options will then be unable
to close out their positions until options tradingsumes, and they may be faced with
considerable losses if the stock reopens at a amntizdly different price. Even if options
trading is halted, holders of options will gengrdle able to exercise them. However, if
trading has also been halted in the underlying kstaption holders face the risk of
exercising options without knowing the stock's eatrmarket value. If exercises do occur
when trading of the underlying stock is halted, pagty required to deliver the underlying
stock may be unable to obtain it, which may neta&gsia postponed settlement and/or the
fixing of cash settlement prices.

Highly Volatile Markets The prices of commodities contracts and all vdgre
instruments, including options prices, can be Rigidlatile. Price movements of forward
and other derivative contracts in which the Flagshunds' assets may be invested are
influenced by, among other things, interest ratbanging supply and demand relationships,
trade, fiscal, monetary and exchange control progrand policies of governments, and
national and international political and economicerds and policies. In addition,
governments from time to time intervene, directhyd &y regulation, in certain markets,
particularly those in currencies and financial iastent options. Such intervention often is
intended directly to influence prices and may, tbge with other factors, cause all of such
markets to move rapidly in the same direction beeaaf, among other things, interest rate
fluctuations. The Flagship Funds also are sulijedthe risk of the failure of any of the
exchanges on which its positions trade or of thieiaringhouses.

llliquidity and Credit Risk of Derivative Instrumisn The Flagship Funds may enter into
transactions involving privately negotiated oves-ttounter derivative instruments,
including, without limitation, total-return, inteserate, non-U.S. currency and credit default
swaps, over-the-counter options and forward cotgran securities, security indices and
non-U.S. currency, and volatility and other swapach, a "Synthetidsset). There can
be no assurance that a liquid secondary market exiit for any particular derivative
instrument at any particular time. Although ovee-tounter derivative instruments are
designed to be tailored to meet particular finagnaseeds and, therefore, typically provide
more flexibility than exchange-traded products, ttisk& of illiquidity is also greater as these
instruments can generally be terminated only byotiagon with the other party to the
instrument. Over-the-counter derivative instrureeninlike exchange-traded instruments,
are not guaranteed by an exchange or clearinghengéhus may have greater credit risks.

Other Derivative Instruments The Flagship Funds may effectuate a portion reirt
investment objective indirectly through Synthetissats including, without limitation, total
return swaps and credit derivatives.

Each Synthetic Asset that is a credit derivativetaial return swap may reference one or
more reference assets including leveraged loags Vield bonds, second lien loans and
other debt financings or securities (each, a "Refeg Obligatior!). Exposure to such

Reference Obligations through Synthetic Assetsgmissrisks in addition to those resulting
from direct purchases of the securities or investmie The Flagship Funds will have a
contractual relationship only with a counterpargnd not with any issuer (each, a
"Reference Entit}) of a Reference Obligation unless an event ohulefoccurs with respect
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to any such Reference Obligation, physical settfena@plies and the counterparty delivers
the Reference Obligation to the Flagship FundsthdfFlagship Funds do not take delivery
of the Reference Obligation, the Flagship Fundshikvill have no right directly to enforce
compliance by the Reference Entity with the terrhsmy such Reference Obligation and
the Flagship Funds will not have any rights of afétagainst the Reference Entity.

In the event of the insolvency of the counterpathg Flagship Funds will be treated as
general creditors of the counterparty, and will have any claim of title with respect to
the Reference Obligations. Consequently, the Ripgsunds will be subject to the credit
risk of the counterparty, as well as that of thdeRmce Entity. As a result, entering into
Synthetic Assets subjects the Flagship Funds tadalitional degree of risk with respect to
defaults by the counterparty as well as by theaetsge Reference Entities.

While the Flagship Funds expect that returns imeation with Synthetic Assets will reflect
those of each related Reference Obligation, assaltr@f the terms of the individual
Synthetic Asset instruments and the assumptiorh@fctedit risk of the counterparty, the
Flagship Funds' Synthetic Assets will likely haveifferent expected return, a different (and
potentially greater) probabilty of default and felient expected loss and recovery
characteristics following a default. In additi@mtering into Synthetic Assets may also be
done on a levered basis, which means that thensetarconnection with an investment in a
Synthetic Asset, whether positive or negative, rhayhigher than they would have been
had the Flagship Funds purchased the Referencgabibh directly.

Synthetic Assets may be less liquid and not assteaable as other obligations and may be
subject to more variability between their marketlugaand actual sale price of the
underlying Reference Obligation than other oblgadi In addition, there is no assurance
that a buyer will be available or a terminationuealvill be immediately determinable if the
Flagship Funds decide to sell or terminate a SyctiAesset.

It is expected that the Flagship Funds will notalbée to transfer Synthetic Assets without
the consent of the applicable counterparty. If Ftegship Funds want to terminate their
exposure to a Synthetic Asset and the counterpaisjgcts, the Flagship Funds may be
obligated to continue to hold the Synthetic Asskt.addition, because the Synthetic Asset
may not be liquid, it may be difficult to enteranain offsetting synthetic transaction at what
Silver Point believes is the market price.

To enter into a Synthetic Asset, the Flagship Fugelserally will enter into a form of

ISDA Master Agreement. The ISDA Master Agreemeas Hevents of default” and

"termination events" and an unwind methodology tisaapplicable to both parties. If an
"event of default" or "termination event" occurstlwirespect to either party, the non-
defaulting or non-affected party will have a right designate an "early termination date",
and the party will use a standard valuation metlogloas specified in the ISDA Master

Agreement to determine the termination price fotha Synthetic Assets. Depending upon
the market conditions when the early terminatioteds designated, the unwind price may
be less than what Silver Point believes is a fawiaod price, particularly if the price is

based upon third party quotations. For exampleendy the credit markets have
experienced a liquidity crisis, including the deative markets on loans and leveraged
finance instruments, which has made the sale amdination of derivative instruments

difficult.
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The Flagship Funds may take advantage of oppoksaniith respect to certain Synthetic
Assets that are not presently contemplated forausthat are currently not available, but
that may be developed, to the extent such oppdsnare both consistent with the
investment objective of the Flagship Funds andlliegarmissible. Special risks may apply
to instruments that are invested in by the Flagshgmds in the future that cannot be
determined at this time or until such instruments developed or invested in by the
Flagship Funds. For example, risks with respectctedit derivatives may include

determining whether an event will trigger paymender the contract and whether such
payment will offset the loss or payment due undestlaer instrument. In the past, buyers
and sellers of credit derivatives have found thdtigger event in one contract may not
match the trigger event in another contract, exgpshe buyer or the seller to basis risk.

Other Synthetic Assets may be subject to variogpedsyof risks, including market risk,

liquidity risk, the risk of non-performance by tleeunterparty, including risks relating to

the financial soundness and creditworthiness ofcthenterparty, legal risk and operations
risk.

Non-U.S. Currency The Flagship Funds may enter into non-U.S. cwagreoption and
forward contracts for speculative, hedging or otherestment purposes. Non-U.S.
currency option contracts (the right to buy or ¢ké underlying non-U.S. currency at a
specific price in a specific currency) involve sgskimilar to the risks involved in trading
securities options. Non-U.S. currency forward cactls (agreements to exchange one
currency for another at a future date) involves& of loss if currency exchange rates move
against the Flagship Funds, unless such contraetbiedges of non-U.S. currency risk of
the Flagship Funds in their investments. In addjtiforward contracts are not guaranteed
by an exchange or clearinghouse. Therefore, aulldfg the forward contract counterparty
may result in a loss to the Flagship Funds forviddeie of unrealized profits on the contract
or for the difference between the value of themootments, if any, for purchase or sale at
the current currency exchange rate and the valuthade commitments at the forward
contract exchange rate.

It is contemplated that most non-U.S. currency @ovcontracts will be with banks.
There are no limitations on daily price moves afvard contracts. Banks are not required
to continue to make markets in currencies. Thenes lbeen periods during which certain
banks have refused to continue to quote price$ofevard contracts or have quoted prices
with an unusually wide spread (the difference betwé¢he price at which the bank is
prepared to buy and that at which it is preparedeilfj. The imposition of credit controls
by governmental authorities might limit the levélsuch forward trading to less than that
which Silver Point would otherwise recommend, te gossible detriment of the Flagship
Funds. Neither the Commodity Futures Trading Casimn nor the U.S. banking
authorities regulate forward currency transactiohough banks. In respect of such
trading, the Flagship Funds are subject to the oflbank failure or the inability of or
refusal by a bank to perform with respect to sushtr@acts.

Liquidity of Investments The Flagship Funds' investments will includevately-held
securities or other financial instruments which gemerally less liquid than publicly-traded
securities. Such investments may require a sigmfi amount of time from the date of
initial investment before disposition. The valuead illiquid securities and any marketable
securities for which reliable quotations are nailable (including Designated Investments)
will be their fair value (which may be their costy determined pursuant to the policies and
procedures described under the respective Flaggmps' offering memoranda. There can
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be no assurance that the valuations assigned tosaauirities will ever be realized.

Non-U.S. InvestmentsThe Flagship Funds' portfolios may consist of-tbS. securities,
financial instruments and other assets. Such tmesds require consideration of certain
risks typically not associated with investing ireth.S. Such risks include, among other
things, trade balances and imbalances and relatedomic policies, unfavorable currency
exchange rate fluctuations, imposition of exchangetrol regulation by the U.S. or non-
U.S. governments, U.S. and non-U.S. withholdingesaximitations on the removal of funds
or other assets, policies of governments with reispe possible nationalization of their
industries, political difficulties, including exppaation of assets, confiscatory taxation and
economic or political instability in non-U.S. nat&

With respect to certain countries, there is a pdisgi of expropriation, confiscatory
taxation, imposition of withholding or other taxes dividends, interest, capital gains, other
income or gross sale or disposition proceeds,dioihs on the removal of funds or other
assets of the Flagship Funds, political or socisiability or diplomatic developments that
could affect investments in those countries. Aues of securities may be domiciled in a
country other than the country in whose currengy ithstrument is denominated. The
values and relative yields of investments in thekeis of different countries, and their
associated risks, are expected to change indepiyndémach other.

There may be less publicly available informatiorowbcertain non-U.S. companies than
would be the case for comparable companies in ti&, @&nd certain non-U.S. companies
may not be subject to accounting, auditing and nfired reporting standards and
requirements comparable to or as uniform as thdédé.$. companies. Securities markets
outside the U.S., while growing in volume, have fioe most part substantially less volume
than U.S. markets, and many securities traded esethon-U.S. markets are less liquid and
their prices more volatile than securities of corape U.S. companies. In addition,
settlement of trades in some non-U.S. markets ishnslower and more subject to failure
than in U.S. markets. There also may be less sixeemegulation of the securities markets
in particular countries than in the U.S.

Additional costs could be incurred in connectiorthwihe Flagship Funds' international
investment activities. Brokerage commissions detshe U.S generally are higher than in
the U.S. Expenses also may be incurred on curremchranges when investments are
changed from one country to another. Increasetbdia costs as well as administrative
difficulties (such as the applicability of non-U.faws to non-U.S. custodians in various
circumstances, including bankruptcy, ability to aeer lost assets, expropriation,
nationalization and record access) may be assdcowite the maintenance of assets in non-
U.S. jurisdictions.

Investments denominated in currencies other thanlts. dollar have a price determined
by reference to currencies other than the U.S.adollThe Flagship Funds value their
securities and other assets in U.S. dollars. Tddaevof certain of the Flagship Funds'
assets fluctuates with U.S. dollar exchange ratesvell as with price changes of the
Flagship Funds' investments in the various locaketa and currencies. Thus, an increase
in the value of the U.S. dollar compared to theeotburrencies in which the Flagship
Funds make their investments will reduce the eféfahcreases and magnify the U.S. dollar
equivalent of the effect of decreases in the prafethe Flagship Funds' investments in their
local markets. Conversely, a decrease in the wa@ube U.S. dollar will have the opposite
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effect of magnifying the effect of increases andu@ng the effect of decreases in the prices
of the Flagship Funds' non-U.S. dollar investments.

Risk Factors with respect to the C & | Funds

Lack of Diversification The C & | Funds' investment strategy is focusadnvesting in a
narrow category of assets. The aggregate returmheninvestments may be adversely
affected by the unfavorable conditions which mayaet a particular region or property
type and will be at a greater risk to overall clemin the economy (and in particular the
commercial & industrial loan market) than if the & | Funds had a more diversified
portfolio.

General Credit Risks The C & | Funds will be exposed to losses resylfrom borrower
default. Therefore, the value of the underlyindlateral, the creditworthiness of the
borrower or other counterparty and the prioritytleé¢ lien are each of great importance.
Silver Point cannot guarantee the adequacy of tbeegtion of the C & | Funds' interests,
including the validity or enforceability of the djgable loan purchase contract and the
maintenance of the anticipated priority and peidecof the applicable security interests.
Furthermore, Silver Point cannot assure that clamag not be asserted that might interfere
with enforcement of the C & | Funds' rights.

Vulnerability to Interest Rate Change$Some of the loans in which the C & | Funds itves
will be fixed-rate debt or similar instruments, atiterefore will decline in value when
interest rates rise. Also, because the value alf estate may decline when interest rates
rise, the value of the collateral underlying thans in which the C & | Funds invest may
decline at the same time as the securities theasellherefore, rising interest rates could
substantially reduce the value of the investmemis @e price the C & | Funds would
receive if it tried to dispose of them.

Investments Longer Than TermThe C & | Funds may make investments which maty n
be advantageously disposed of prior to the datedsdbd for dissolution of the C & |
Funds. Additionally, due to the iliquid nature tife collateral that underlies many of the
positions which the C & | Funds are expected touaeg as well as the uncertainties of the
reorganization and active management process, rSient is unable to predict with
confidence what the exit strategy will ultimately for any given position. Although Silver
Point expects that investments (and their undeylgiollateral, if applicable) will be able to
be disposed of prior to dissolution, the C & | Fsnghay have to sell, distribute, or
otherwise dispose of investments (or collaterak a@isadvantageous time for a price which
is less than the price that could have been olatafridey were held for a longer period of
time.

General Real Estate RisksThe C & | Funds' investments will be subjecttte risks
inherent in the ownership of real property to théert that real property will typically be
underlying collateral for the C & | Funds' loan @stments. These risks include, but are
not limited to, typical expenses incurred in cornimgcwith the ownership of real property;
general and local economic conditions; the suppty @emand for properties; fluctuations in
the average occupancy and room rates for hoteleptiep; the financial resources of
tenants; changes in building, environmental, artterotaws; changes in real property tax
rates; changes in interest rates and the avajabiflimortgage funds which may render the
sale or refinancing of properties difficult or inagticable; negative developments in the
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economy that depress travel activity; environmetitdilities; uninsured casualties; the
quality and philosophy of management; competiticasdal on rental rates; quality of
maintenance; changes in operating costs; the eredfi the right of eminent domain by
governmental entities; terrorism; acts of God atlteofactors beyond the control of Silver
Point.

Prepayment Risk The frequency at which prepayments (includinguntary prepayments
by the obligors and liquidations due to default dockclosures) occur on loans will be
affected by a variety of factors including the pming level of interest rates as well as
economic, demographic, tax, social, legal and ofaetors. In general, "discount” loans
(loans whose principal or par amounts exceed thanket values) are adversely affected by
slower than anticipated prepayments. Since the CR&nds will focus on investments in
discount loans, such loans may be adversely affedig slower than anticipated
prepayments.

Risks Associated with Non-Performing Loaris is anticipated that certain loans purchased
by Silver Point for the C & | Funds will be non-f@ming and possibly in default.
Furthermore, the obligor or relevant guarantor raksp be in bankruptcy or liquidation.
There can be no assurance as to the amount amd) tohpayments, if any, with respect to
the loans. By their nature, these investments imlolve a high degree of risk.
Commercial & industrial loans in workout and/ortrasturing modes or under the United
States Bankruptcy Code are subject to additionsdrm@l liabilities, which may exceed the
value of the C & | Funds' original investments. r Fexample, borrowers often resist
foreclosure by asserting numerous claims, coutensl and defenses against the holder of
the real estate loan, including lender liabilitaicls and defenses, in an effort to delay or
prevent foreclosure. Under certain circumstandesders who have inappropriately
exercised control of the management and policiesa adebtor may have their claims
subordinated or disallowed or may be found lialde damages suffered by parties as a
result of such actions. In addition, under cert@ncumstances, payments to the C & |
Funds and distributions or dividends by the C & unés to their investors may be
reclaimed if any such payment or distribution ietladetermined to have been a fraudulent
conveyance or a preferential payment. In additionbeing lengthy and expensive,
foreclosure and bankruptcy proceedings may disongoing leasing and management of
the property.

Second Lien Loans Although the C & | Funds expect to invest prifigan loans where
they hold a first lien position, the C & | Funds ynavest in loans that are secured by a
second lien on assets. Second lien loans have dadveloped market for a relatively
short period of time, and there is limited histalidata on the performance of second lien
loans in adverse economic circumstances. In teatesf default by the borrower, holders
of loans secured by a second lien on assets wi# laalower priority in terms of payment
than holders of loans secured by a first lien ssetss While uncertainty of recovery in an
insolvency or distressed situation is inherent lindabt instruments, second lien loan
products carry more risks than certain other debtliycts.

Leverage and Financing RiskThe C & | Fund Il may leverage its investmemtorder to
enhance returns. Accordingly, the C & | Fund Hssets may be pledged in order to
borrow additional funds for investment purposes.

The C & | Fund Ill may use leverage as part ofiitgestment strategy and may secure
such leverage with one or more assets of the CRurd Ill, a pledge of the investors'

38



undrawn capital commitments or the C & | lll GPight to call capital. Such leverage
may be obtained through limited partnerships orepothiehicles (each, a "@& | Il
Alternative InvestmentVehiclé') that will invest in lieu of the C & I Ill Fund many
subsidiary through which the C & | Fund Il may @st its assets directly or indirectly (a
"C & | lll_Subsidiary). Investors may be required to confirm the terohgheir capital
commitments to the lender, to honor capital calslenby the lender, to provide financial
information to the lender and to execute other dwmis in connection with obtaining such
leverage. In addition, the C & | Ill Fund, any C I&Il Alternative Investment Vehicle
and any C & | lll Subsidiary may use its creditiliies to bridge the investors' capital
contributions and for investment related purposes.

Financing arrangements to which the C & | Fundrid & & | Fund Ill may be subject

may contain financial covenants, which may incllidgtations on the level of financing that
may be provided, asset coverage requirementsationis on restricted payments (including
distributions), minimum performance requirementseiification requirements, and other
limitations and covenants.

While leverage presents opportunities for increpsgime C & | Fund II's and C & | Fund
llI's total return, it has the effect of potentaihcreasing losses as well. Accordingly, any
event which adversely affects the value of an imaest by the C & | Fund Il or C & |
Fund 1l would be magnified to the extent the C &und Il or C & | Fund Il is
leveraged. The cumulative effect of the use oélage by the C & | Fund Il or the C & |
Fund Il in a market that moves adversely to the&&Q Fund II's or C & | Fund IlI's
investments could result in a substantial lossheo@ & | Fund 1l or C & | Fund 11l which
would be greater than if the C & | Fund Il or C &und Il were not leveraged.

Risk Factors with respect to the Specialty Credmnd-

Nature of InvestmentsThe Specialty Credit Fund intends to invest a suli&tl portion of
its commitments in senior secured loans and secpnuachases of debt issued by small
and middle market companies, and to a lesser exterdferred stock and equity
investments.

. Senior Secured Loans. When the Specialty Credit Fund makes a
"unitranche" or senior secured term loan investnera portfolio company,
it generally takes a security interest in the awddl assets of the portfolio
company, including the equity interests of its slibses, which is expected
to help mitigate the risk that the Specialty Crdelind will not be repaid.
However, there is a risk that the collateral sexuthe loans may decrease
in value over time, may be difficult to sell in anély manner, may be
difficult to appraise, and may fluctuate in valuaséd upon the success of
the business and market conditions, including assalt of the inability of
the portfolio company to raise additional capitdh some circumstances, the
lien could be subordinated to claims of other doedi In addition,
deterioration in a portfolio company's financialnddgion and prospects,
including its inability to raise additional capitainay be accompanied by
deterioration in the value of the collateral foetlban. Consequently, the
fact that a loan is secured does not guaranteethba$pecialty Credit Fund
will receive principal and interest payments acewydo the loan's terms, or
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at all, or that the Specialty Credit Fund will beleato collect on the loan
should it be forced to enforce its remedies.

Mezzanine or Other Junior DebtTo the extent the Specialty Credit Fund
invests in mezzanine or other junior debt, it magur additional risks.
Junior debt investments generally will be subor#idato senior loans and
will either have junior security interests or besecured. As such, other
creditors may rank senior to the Specialty Credihd-in the event of an
insolvency. This may result in greater risk ansslof principal.

Equity Investments. When the Specialty Credit Fund invests in senior
secured loans or mezzanine loans, it may acquuéyesgecurities, including
warrants, as well. In addition, the Specialty @réadind may invest directly
in the equity securities of portfolio companies.heTgoal is ultimately to
dispose of such equity interests and realize ggwms the disposition of such
interests. However, the equity interests the SfigcCredit Fund receives
may not appreciate in value and, in fact, may ded value. Accordingly,
the Specialty Credit Fund may not be able to reafjains from its equity
interests, and any gains that it does realize endibposition of any equity
interests may not be sufficient to offset any otlosses.

Preferred Stock and Preferred SecuritieBo the extent the Specialty Credit
Fund invests in preferred securities, it may ingarticular risks, including:

= preferred stock and preferred securities generiaijude
provisions that permit the issuer, at its discretito defer
distributions for a stated period without any adeer
consequences to the issuer;

= if the Specialty Credit Fund owns a preferred sécuhat is
deferring its distributions or paying interest imk it may be
required to report income for U.S. federal incomex t
purposes before it receives such distributions mmestors
may be required to pay incentive compensation amaash
accruals that ultimately may not be realized;

= preferred securities are subordinated to bondsadiner debt
instruments in a company's capital structure imtmserof
priority to corporate income and liquidation paytsenand
therefore are subject to greater credit risk tharemsenior
debt instruments, and preferred stock is similadipordinated
to preferred securities; and

= generally, preferred stock and preferred secutgdrs have
no voting rights with respect to the issuing conypanless
preferred distributions or dividends have beenrneas for a
specified number of periods, at which time the boddmay
elect a number of directors to the issuer's boautl,only until
all the arrearages have been paid.
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Silver Point expects that a substantial portiorthef Specialty Credit Fund's portfolio will

consist of investments in private companies and paoes with attributes that may be
perceived as more risky or speculative by loan ternparties. These attributes include, but
are not limited to: (i) borrowers with an imminemeed for capital; (i) borrowers with

complex capital structures; (i) borrowers undengo corporate reorganizations or
restructurings; (iv) borrowers in out-of-favor orisamderstood industries; and/or (V)
borrowers pledging non-traditional assets as sgcuiihe Specialty Credit Fund's ability to
make a fully informed investment decision may bestmained, as there is little public

information available about private companies, Whadso may not have third-party debt
ratings or audited financial statements. Insu#fiti access to information about market
comparables may also constrain the quality of tivestment decision process. The
Specialty Credit Fund will depend on Silver Poiatdbtain adequate information through
due diligence to evaluate the creditworthiness poigntial returns from investing in these
companies. If the Specialty Credit Fund is unableobtain sufficient material information

about the companies in which it invests, it may nwmke a fully informed investment

decision and the Specialty Credit Fund may sutissés.

Small and Middle Market Companies.The Specialty Credit Fund intends to invest
primarily in small and middle market companies, ahhinvolves a number of significant
risks, including:

. such issuers may have limited financial resourcesraay be unable to meet
their obligations under their debt securities thia Specialty Credit Fund
holds, which may be accompanied by a deterioraiothe value of any
collateral and a reduction in the likelihood of tBpecialty Credit Fund
realizing any guarantees the Specialty Credit Fmay have obtained in
connection with its investment;

. they typically have shorter operating historiesiroer product lines and
smaller market shares than larger businesses, wdmchto render them more
vulnerable to competitors' actions and market dani, as well as general
economic downturns;

. they are more likely to depend on the managemdanttaand efforts of a
small group of persons; therefore, the death, tityabresignation or
termination of one or more of these persons coalkha material adverse
impact on the portfolio company and, in turn, oa Bpecialty Credit Fund,;

. they generally have less predictable operatingltsssmay from time to time
be parties to litigation, may be engaged in rapehanging businesses with
products subject to a substantial risk of obsolesee and may require
substantial additional capital to support their rapiens, finance expansion or
maintain their competitive position;

. Silver Point and, following Conversion, any of tBpecialty Credit Fund's
executive officers or directors may, in the ordynaourse of business, be
named as defendants in litigation arising from 8mecialty Credit Fund's
investments in the portfolio companies;

. they generally have less publicly available infotiova about their businesses,
operations and financial condition and, if the S$ggc Credit Fund is unable
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to uncover all material information about these pames, it may not make a
fully informed investment decision; and

. they may have difficulty accessing the capital reésktio meet future capital
needs, which may limit their ability to grow or tepay their outstanding
indebtedness upon maturity.

Investments in Sub-Investment Grade and Non-RatedriBes Silver Point anticipates
that a substantial portion of the Specialty Cr&dihd's portfolio may consist of investments
that have been given either a below investment egraading from Moody's Investors
Service, Inc. and Standard & Poor's Corporatiorhave not been rated by any ratings
agency. Securities in the lower-rated categories @omparable non-rated securities are
subject to greater risk of loss of principal antkiast than higher-rated and comparable
non-rated securities, and are generally considéoetbe predominantly speculative with
respect to the issuer's capacity to pay interedtrapay principal. They are also generally
considered to be subject to greater risk than gesuwith higher ratings or comparable
non-rated securities in the case of deterioratibgemeral economic conditions. Because
investors generally perceive that there are greasks associated with lower-rated and
comparable non-rated securities, the yields andegriof such securities may be more
volatile than those for higher-rated and comparalula-rated securities. The market for
lower-rated and comparable non-rated securitieBimner, often less liquid, and less active
than that for higher-rated or comparable securitidsch can adversely affect the prices at
which these securities can be sold and may evemr iihakpractical to sell such securities.

Hedging Policies and Risks; Synthetic Investmenits connection with the financing of
certain investments, the Specialty Credit Fund eraploy hedging techniques designed to
reduce the risks of such investments, includinghavit limitation, adverse movements in
securities prices. However, such hedging techsique not expected to play a significant
role in the Specialty Credit Fund's overall investinstrategy. Moreover, the Specialty
Credit Fund is not required to employ such heddgieghniques in connection with its
investments, and may be unable to anticipate sksragainst which such hedges could be
employed. Inherent risks associated with suchsgetions include, among others, the
possible default by the counterparty to the tramsacnd the illiquidity of the instrument
acquired by the Specialty Credit Fund relating ¢b@r Although such transactions may
reduce the Specialty Credit Fund's exposure to,ngnather things, decreases in the value
of investments, the costs and risks associated thigse arrangements may reduce the
returns that the Specialty Credit Fund would hatleevise achieved if these transactions
were not entered into by the Specialty Credit Furd. addition, although such hedging
transactions may hedge economic risks, they mayedffective hedges for tax purposes.
For example, the tax character of the gain or msshe hedging transaction may differ
from the character of the gain or loss on the imaeat or the timing of the gain or loss
for tax purposes may differ between the hedgingsaation and the investment. Changes
to the regulations applicable to the financial nastents the Specialty Credit Fund uses to
accomplish its hedging strategy could affect tHectizeness of that strategy.

With respect to any investments in synthetic insgnts, the Specialty Credit Fund will
have a contractual relationship only with the sgtithinstrument counterparty, and no
direct rights with respect to the underlying ass€he Specialty Credit Fund may not have
any voting, information, or other rights of ownapsiwith respect to the underlying asset.
In addition, the Specialty Credit Fund will be sdijto the credit risk of the synthetic
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instrument counterparty, and, in the event of th&olvency of such counterparty, the
Specialty Credit Fund generally will be treatedaageneral creditor of such counterparty,
and will not have any claim of title with respeotthe underlying asset.

Derivative Instruments The Specialty Credit Fund may enter into dereatransactions,
including total return swaps ("TRS9sand other derivative instruments for hedging and
other investment purposes. Derivative instrumentse in many varieties, including futures
and forward contracts, options (both written andcpased), swaps and swaptions. For
example, in certain situations, the Specialty Grédind expects to enter into currency
hedges with such instruments.

The Specialty Credit Fund's derivatives may be amgbk-listed, centrally-cleared or traded
over the counter ("OTQ. In connection with trading in exchange-listed centrally-
cleared instruments, the Specialty Credit Funduigest to the risk of failure of any of the
clearinghouses or clearing members through whglpdisitions are cleared. OTC derivative
instruments may be subject to the risk that a caparty wil default on its payment
obligations or that one party will not be able teeah its obligations to the other.
Furthermore, in certain derivative transactions, 8pecialty Credit Fund will be required to
post collateral to secure its obligations to a terparty or clearing member under the
transaction. The counterparty or clearing memibenyvever, may not be required to
collateralize any of its obligations to the SpegiaCredit Fund. Requirements for the
Specialty Credit Fund to post collateral may expdsto the risk that it will not have
sufficient unencumbered cash or securities to fgati®se collateral requirements and the
risk that its counterparty or clearing member Vel to return excess collateral. Depending
on the extent to which the Specialty Credit Fundeguired to collateralize its derivatives
positions, those positions may effectively add dlage to the Specialty Credit Fund's
portfolio by exposing it to changes in the valuetttd derivative's underlier in excess of the
amount that the Specialty Credit Fund has investetle derivative. Furthermore, an OTC
derivative instrument may contain optional earlgntieation provisions that require a cash
settlement. It is possible that the Specialty @rEdnd will owe more to the counterparty
or, alternatively, will be entitled to receive lessm the counterparty than it would have if
the Specialty Credit Fund controlled the timingsoth termination due to the existence of
adverse market conditions at the time of such teatan.

With respect to leverage embedded in derivativeeungents, the Specialty Credit Fund may
be subject to major losses in the event that ifoiced to liquidate positions at a

disadvantageous time. Furthermore, the creditnee® to the Specialty Credit Fund by
dealers to permit it to maintain its leveraged p@ss can be terminated by the dealers
largely in their discretion, forcing liquidation pbtentially material losses.

There is a lack of authoritative guidance relatedhe treatment of TRSs in the context of
the 1940 Act asset coverage ratio. For this reaflowing Conversion, the Specialty

Credit Fund may be required to include the leveraige TRS for purposes of computation
of the asset coverage ratio under the 1940 Actclwhiould cause the Specialty Credit
Fund's asset coverage ratio to decrease.

Changes to the regulations applicable to derivativacluding TRSs, could affect the
Specialty Credit Fund's ability to use these insgnts and the costs of doing so.
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Investments Longer Than Termin the event that the Specialty Credit Fund does
conduct an IPO, the Specialty Credit Fund may moalble to advantageously dispose of its
investments prior to the end of the term of the ciiy Credit Fund. In these
circumstances, although Silver Point expects thatestments (and their underlying
collateral, if applicable) will be able to be disgal of prior to the end of the term of the
Specialty Credit Fund, the Specialty Credit Fund/ thave to sell, distribute, or otherwise
dispose of investments (or collateral) at a disathgeous time for a price which is less
than the price that could have been obtained i there held for a longer period of time.
Additionally, due to the illiquid nature of the @dkral that underlies many of the positions
which the Specialty Credit Fund is expected to aequas well as the uncertainties of the
reorganization and active management process, rSient is unable to predict with
confidence what the exit strategy will ultimatelg Bbr any given position. Further, if the
Specialty Credit Fund creates a subsidiary licerased small business investment company
(an "SBIC) prior to an IPO, the term of the Specialty Cte@iund will be automatically
extended pending the final distribution by such GBubsidiary to the Specialty Credit
Fund.

Sourcing of Investments Silver Point expects to source a substantiabmel of the
Specialty Credit Fund's investment opportunitiesodlgh Silver Point's investment
professionals, internal sourcing platform and exeémrelationships. To the extent these
sourcing channels do not present the Specialty iCFathd with a sufficient volume of
investment opportunities, or the opportunities enésd are not suitable for investment by
the Specialty Credit Fund, the Specialty Credit dsinperformance may be materially
adversely affected.

Competition for InvestmentsOther public and private entities, including coencial banks,
commercial financing companies, BDCs, insurance paomes and other private investment
funds compete with the Specialty Credit Fund to enéhe types of investments that the
Specialty Credit Fund plans to make. The Speci@ltgdit Fund may also compete for
investments with alternative investment vehicleshsas hedge funds, whose investment in
this area has increased. As a result of these erdvants, competition for investment
opportunities has intensified in recent years amy eontinue to intensify in the future.
Certain of these competitors may be substantatlyer, have considerably greater financial,
technical and marketing resources than the Spegdiadedit Fund will have and offer a
wider array of financial services. For examplansocompetitors may have a lower cost of
funds and access to funding sources that are raable to the Specialty Credit Fund. In
addition, some competitors may have higher riskrtoices or different risk assessments,
which could allow them to consider a wider variety investments and establish more
relationships. The Specialty Credit Fund may los@stment opportunities if it does not
match its competitors' pricing, terms and structulleit matches competitors' pricing, terms
and structure, however, the Specialty Credit Furay mxperience decreased net interest
income and increased risk of credit loss. Manyhef Specialty Credit Fund's competitors
are not subject to the regulatory restrictions gatliations that 1940 Act will impose on
the Specialty Credit Fund following Conversion dhd tax consequences of qualifying as a
RIC. The investment strategy of the Specialty @rednd depends in part on the ability of
the Specialty Credit Fund to source investment dpjpdgies in which the participation of
traditional financing sources is limited. As aulgsthere can be no assurance that the
competitive pressures faced by the Specialty Creditd will not have a material adverse
effect on the Specialty Credit Fund's businesgnfital condition and results of operations.
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Risk of Leverage As part of the Specialty Credit Fund's busingsategy, the Specialty
Credit Fund may directly or indirectly leverage itgestments through borrowings and may
utilize leverage embedded in derivative instrumentis will result in the Specialty Credit
Fund controlling more assets than the Specialtydi€fund has capital contributions from
investors. Direct leverage increases the Spec@idit Fund's returns if the Specialty
Credit Fund earns a greater return on investmemtshpsed with borrowed funds than the
Specialty Credit Fund's cost of borrowing such &indHowever, the use of leverage
exposes the Specialty Credit Fund to additionalewf risk, including (i) net asset value
declining more sharply than it otherwise would hédaa the Specialty Credit Fund not
borrowed to make the investments, (ii) margin cafisnterim margin requirements which
may force premature liquidations of investment pmss, (iii) losses on investments where
the investment fails to earn a return that equelexaeeds the Specialty Credit Fund's cost
of borrowing such funds and (iv) general intereste rfluctuations, which may adversely
impact the rate of return on invested capital.thd assets and liabilities of the Specialty
Credit Fund are not appropriately matched, advehsanges in interest rates could reduce
or eliminate the incremental income created throtinghuse of leverage. In the event of a
sudden, precipitous drop in value of the Speci@ttgdit Fund's assets, the Specialty Credit
Fund might not be able to liquidate assets quiekigugh to repay its borrowings, further
magnifying its losses, and may not be able to mdik&ibutions. The Specialty Credit
Fund's ability to service any debt that it incurdl wiepend largely on its financial
performance and will be subject to prevailing ecuimo conditions and competitive
pressures. The financing costs of direct levemaifjaeduce cash available for distribution
to investors.

Following Conversion, the Specialty Credit Fund eyatly must have 200% asset coverage
for its debt after incurring any new indebtednesganing that the total value of the

Specialty Credit Fund's assets, less existing dabst be at least twice the amount of the
debt (i.e, 50% leverage) in order to comply with the limbas on leverage applicable to

BDCs. Prior to Conversion, it is not anticipatéattaggregate borrowing by the Specialty
Credit Fund will exceed the limitations on leveragmplicable to BDCs under the 1940 Act.
However, the Specialty Credit Fund may engage imrdvangs in excess of these

limitations where Silver Point believes such borr@ys are in the best interest of the
Specialty Credit Fund. Furthermore, the Speci@tedit Fund may, in accordance with

regulatory guidance or SEC approval, be able tarently obtain leverage in excess of

these limits through off-balance sheet arrangemamtkiding non-controlling investments in

a joint venture or similar investment vehicle whitself has direct exposure to leverage or
other off-balance sheet financings. If approvedh®s SEC, leverage incurred by the joint
venture or investment vehicle generally would netiricluded in the calculation of debt for

the purposes of the asset coverage test desciimee.a In addition, if the Specialty Credit

Fund (either directly, or indirectly through a sdimy) is licensed as an SBIC, the

limitations on leverage applicable to BDCs under 1940 Act may be exceeded.

Moreover, after an IPO, the Specialty Credit Funanigement Fee payable to Silver Point
will be payable based on the Specialty Credit FRundtal gross assets, including those
assets acquired through the use of leverage.

Furthermore, any debt facility into which the Spédtgi Credit Fund may enter may impose
financial and operating covenants that restrictinass activities, ability to call capital,
remedies on default and similar matters. In cotmmecwith borrowings, the Specialty
Credit Fund's lenders may also require it to pledggets, capital commitments and/or the
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proceeds of its capital calls. Debt facilitiesoiwhich the Specialty Credit Fund enters may
be subject to periodic renewal by lenders and tloare be no guarantee that lenders will
continue to extend credit to the Specialty Credihd:

Lastly, the Specialty Credit Fund may be unableltain its desired leverage, which
would, in turn, affect its return on capital, résy in reduced rates of return relative to
projections.

Predatory and Other Lending Lawsnder the anti-predatory lending laws of some state
the origination of certain residential mortgagen®dincluding loans that are not classified
as "high cost" loans under applicable law) musisfsat net tangible benefits test with
respect to the related borrower. This test may [hhh subjective and open to

interpretation. As a result, a court may deterntinat a residential mortgage loan, for
example, does not meet the test even if the relatigghator reasonably believed that the
test was satisfied.

Failure of residential mortgage loan originatorsservicers to comply with these laws, to

the extent any of their residential mortgage lodesome part of the Specialty Credit

Fund's mortgage-related assets, could subject pleeidty Credit Fund, as an assignee or
purchaser of the related residential mortgage loamsnonetary penalties and could result
in the borrowers attempting to rescind the affegeesidential mortgage loans. If the loans
are found to have been originated in violation ddatory or abusive lending laws, and the
Specialty Credit Fund has no right to indemnificator the sellers are unable to meet their
indemnification obligations, the Specialty Creditind could incur losses, which could

adversely impact the Specialty Credit Fund's resoftoperations, financial conditions and

business.

Rescue Lending.As part of its lending activities, the Specialtye@t Fund may originate
loans to companies that are experiencing significimancial or business difficulties,
including companies involved in bankruptcy or othexorganization and liquidation
proceedings. Although the terms of such finanemay result in significant financial returns
to the Specialty Credit Fund, they involve a sufitsté degree of risk. The level of
analytical sophistication, both financial and legaécessary for successful financing to
companies experiencing significant business andndial difficulties is unusually high.
There is no assurance that the Specialty Creditl kuith correctly evaluate the value of the
assets collateralizing the loans or the prospemtsafsuccessful reorganization or similar
action. In any reorganization or liquidation predmg relating to a company that it funds,
the Specialty Credit Fund may lose all or parthef amounts advanced to the borrower or
may be required to accept collateral with a vakss than the amount of the loan advanced
by the Specialty Credit Fund to the borrower.

State Licensing RequirementsThe Specialty Credit Fund may be required to obtain
various state licenses in order to, among otheg#hioriginate commercial loans, and may
also be required to obtain similar licenses frorheotauthorities, including outside the
United States in connection with one or more investts. Applying for and obtaining
required licenses can be costly and take severath®o There is no assurance that the
Specialty Credit Fund will obtain all of the licexss that it needs on a timely basis.
Furthermore, the Specialty Credit Fund will be sabjto various information and other
requirements in order to obtain and maintain tHes@ses, and there is no assurance that
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the Specialty Credit Fund will satisfy those regments. The failure to obtain or maintain
licenses might restrict investment options and rater adverse consequences.

llliquidity; Market for Investments in Portfolio @apanies. A significant portion of the
Specialty Credit Fund's investments will be in lpd&a private companies. The illiquidity of
these investments may make it difficult for the Sakey Credit Fund to sell positions if the
need arises. In addition, if the Specialty Crédihd is required to liquidate all or a portion
of its portfolio quickly, it may realize significtlg less than the value at which it had
previously recorded such investments. In additibve Specialty Credit Fund may face
other restrictions on its ability to liquidate amvestment in a portfolio company to the
extent that it holds a significant portion of a qany's equity or if it has material
non-public information regarding that company.

Potential Lack of Diversification. The Specialty Credit Fund's portfolio may be
concentrated in a limited number of portfolio comipa and industries. Beyond the asset
diversification requirements associated with thalification as a RIC for U.S. tax purposes
following Conversion, the Specialty Credit Fund slorot have fixed guidelines for
diversification, and while the Specialty Credit Buis not targeting any specific industries,
its investments may be concentrated in relatively industries. As a result, the aggregate
returns the Specialty Credit Fund realizes mayidpeifsantly adversely affected if a small
number of investments perform poorly or if the Salee Credit Fund needs to write down
the value of any one investment. Additionally, @wvdturn in any particular industry in
which the Specialty Credit Fund is invested coudphicantly affect its aggregate returns.
Market conditions, including increased competitiomay also cause the Specialty Credit
Fund's portfolio to be comprised of assets thatediSignificantly from Silver Point's
expectations at the time of the initial offeringioterests.

Non-U.S. Investments. The Specialty Credit Fund's investment strategy nmmjude
potential investments in foreign companies and a@ampganies whose principal assets,
including real estate, are located in foreign coest Investing in such companies may
expose the Specialty Credit Fund to additionalsrislt typically associated with investing
in U.S. companies. These risks include changesxaimange control regulations, political
and social instability, expropriation, impositiohforeign taxes, less liquid markets and less
available information than is generally the casetha United States, higher transaction
costs, less government supervision of exchangeskels and issuers, less developed
bankruptcy laws, difficulty in enforcing contractuzbligations, lack of uniform accounting
and auditing standards and greater price volatility

Although most of the Specialty Credit Fund's inwemtts will be U.S. dollar-denominated,
any investments denominated in a foreign currenttyoe subject to the risk that the value
of a particular currency will change in relationdaoe or more other currencies. Among the
factors that may affect currency values are traalances, the level of short-term interest
rates, differences in relative values of similaseas in different currencies, long-term
opportunities for investment and capital appreaigtiand political developments. Even
where the Specialty Credit Fund is able to hedgeeanuay risk, there can be no assurance
that the Specialty Credit Fund's strategies wileffective.

Structure of InvestmentsThe Specialty Credit Fund's portfolio companies rhaye, or
may be permitted to incur, other debt, or issueeotquity securities that rank equally
with, or senior to, the Specialty Credit Fund'sesivnents. By their terms, those
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instruments may provide that the holders are edtitio receive payment of dividends,
interest or principal on or before the dates oncivithe Specialty Credit Fund is entitled to
receive payments in respect of its investments.es&hdebt instruments would usually
prohibit the portfolio companies from paying intgre@n or repaying the Specialty Credit
Fund's investments in the event and during theirmaemce of a default under the debt.
Also, in the event of insolvency, liquidation, dikgion, reorganization or bankruptcy of a
portfolio company, holders of securities rankingiige to the Specialty Credit Fund's
investment in that portfolio company typically wdube entitled to receive payment in full
before the Specialty Credit Fund receives any ibdigion in respect of its investment.
After repaying those holders, the portfolio compamgy not have any remaining assets to
use for repaying its obligation to the Specialtyedit Fund. In the case of securities
ranking equally with the Specialty Credit Fund'sestments, the Specialty Credit Fund
would have to share on an equal basis any disiritsitwith other security holders in the
event of an insolvency, liquidation, dissolutioaprganization or bankruptcy of the relevant
portfolio company.

The rights the Specialty Credit Fund may have wikpect to the collateral securing
certain loans it makes to its portfolio companiemsyralso be limited pursuant to the terms
of one or more intercreditor agreements or agretsnamong lenders. Under these
agreements, the Specialty Credit Fund may forfeittain rights with respect to the

collateral to holders with prior claims. Thesehtg may include the right to commence
enforcement proceedings against the collateralritit@ to control the conduct of those
enforcement proceedings, the right to approve aments to collateral documents, the
right to release liens on the collateral and tightrto waive past defaults under collateral
documents. The Specialty Credit Fund may not teeability to control or direct such

actions, even if as a result its rights as lendeesadversely affected.

Original Issue Discount and Payment-in-kind Intére<Original issue discount ("OID)
may arise if the Specialty Credit Fund holds se¢iegrissued at a discount, receive warrants
in connection with the making of a loan, througmtcactual payment-in-kind ("PIK
interest (interest paid in the form of additionainpipal amount of the loan instead of in
cash), or in certain other circumstances. PrioratoQualified IPO, and in certain
circumstances following a Qualified IPO, Incomedntive Compensation will be calculated
and paid on income that may include OID,,iiaterest that has been accrued but not yet
received in cash. The higher interest rates of @Hruments reflect the payment deferral
and increased credit risk associated with thedeuments, and OID instruments generally
represent a significantly higher credit risk thamugon loans. Even if the accounting
conditions for income accrual are met, the borrowarld still default when actual payment
to the Specialty Credit Fund is supposed to octuha maturity of the obligation. OID
instruments may have unreliable valuations becalmsdr continuing accruals require
continuing judgments about the collectability o¢ ttleferred payments and the value of any
associated collateral. PIK interest has the eféfchcreasing the assets of the Specialty
Credit Fund under management, thereby increasiadgSpecialty Credit Fund Management
Fee. Depending on the amount of noncash incomerged by OID and PIK, the
Specialty Credit Fund may have difficulty fundingstdbutions to investors, and may use
leverage to do so.

Interest Rate Risk.The majority of the Specialty Credit Fund's delestments are likely
to be based on floating rates, such as LIBOR, EWRBthe Federal Funds Rate or the
Prime Rate. General interest rate fluctuations maye a substantial negative impact on
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the Specialty Credit Fund's investments, the valuan investment in the Specialty Credit
Fund and the rate of return on invested capitah o@e hand, a reduction in the interest
rates on new investments relative to interest ratesurrent investments could also have an
adverse impact on net interest income, which alealdc be negatively impacted by
borrowers making prepayments on their loans. @nather hand, an increase in interest
rates could increase the interest repayment oldigabf borrowers and result in challenges
to their financial performance and ability to rephgir obligations.

An increase in interest rates also could decrdaseavdlue of any investments the Specialty
Credit Fund holds which earn fixed interest ratesluding subordinated loans, senior and
junior secured and unsecured debt securities ants land high yield bonds, and also could
increase the Specialty Credit Fund's interest esgethereby decreasing net income. Also,
an increase in interest rates available to invesbmuld make investment in the Specialty
Credit Fund less attractive if the Specialty CreHitnd is not able to increase its
distribution rate, which could reduce the valueaof investment in the Specialty Credit
Fund.

A rise in the general level of interest rates tgfycleads to higher interest rates applicable
to the Specialty Credit Fund's debt investmentscofdingly, an increase in interest rates
may result in an increase in the amount of thentiee compensation payable to Silver

Point. To the extent that the floating interesesaapplicable to the Specialty Credit Fund's
debt investments are subject to a negotiated cdloan, the Specialty Credit Fund may be

unable to capitalize upon favorable market fluagturet of interest rates.

Potential FATCA Withholding TaxThe failure of an investor that is a non-U.Stitgrio
comply with the reporting requirements of the FgimeAccount Tax Compliance provisions
of the Hiring Incentives to Restore Employment ABEATCA") will result in a 30%
withholding tax on payments to the investor of amrtU.S. source income (including
interest and dividends) and gross proceeds fromsé#he or other disposition of property
that can produce U.S. source interest or dividerdsaddition, if an investor receives such
payments through a foreign financial institutiolne payments will also be subject to a 30%
withholding tax if the foreign financial institutio does not comply with FATCA
requirements. Prospective investors are encoursgednsult with their own tax advisors
regarding the possible implications of FATCA onithavestment in the Specialty Credit
Fund.

The following risk factors will apply only in thevent Silver Point determines to proceed
with Conversion and the Specialty Credit Fund eld@otbe regulated as a BDC under the
1940 Act.

BDC Regulations; Raising Capital.Operating as a BDC has a number of advantages
compared to continuing as a private fund but alesents additional challenges. The 1940
Act imposes numerous constraints on the operat@fn8DCs and in connection with
Conversion the Specialty Credit Fund must be brougho compliance with these
constraints. For example, BDCs are required teshat least 70% of their total assets in
securities of nonpublic or thinly traded U.S. compsa, cash, cash equivalents, U.S.
government securities and other high quality delsestments that mature in one year or
less. The asset diversification requirements awerage limitations applicable to BDCs
may hinder Silver Point's ability to take advantagettractive investment opportunities and
to achieve the Specialty Credit Fund's targetedrmeton its investments, as the Specialty
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Credit Fund will have less flexibility to alter isset mix following Conversion than during
the private phase.

Regulations governing the Specialty Credit Fungieration as a BDC could affect the
Specialty Credit Fund's ability to raise additior@pital, and the ways in which the
Specialty Credit Fund can do so. Even if the $igciCredit Fund is able to raise
additional capital, there can be no assurance ithatll be able to invest proceeds in a
manner sufficient to achieve the Specialty Credind™s investment objectives. Market
conditions and risk/return profiles of targetedestments following Conversion may differ
significantly from expectations at the time of tlffering, which could result in lower
returns on investments. Raising additional capi@bugh debt or equity financing may
expose the Specialty Credit Fund to risks, inclgdihe typical risks associated with
leverage, or may result in dilution to the Spegigéredit Fund's then-current stockholders.
The 1940 Act limits the Specialty Credit Fund'sligbto incur borrowings and issue debt
securities and preferred stock, requiring thatradtey borrowing or issuance the ratio of
total assets (less total liabilities other thareltgédness) to total indebtedness plus preferred
stock, is at least 200%. Consequently, if the evadfi the Specialty Credit Fund's assets
declines, the Specialty Credit Fund may be requicedell a portion of its investments and,
depending on the nature of its leverage, repayrtaomoof its indebtedness at a time when
it may be disadvantageous to do so, including mection with Conversion.

As a BDC, the Specialty Credit Fund wil not getigrdoe able to issue and sell its

common stock at a price below net asset value lpgmes The Specialty Credit Fund may,
however, sell its common stock, or warrants, opion rights to acquire its common stock,
at a price below the then-current net asset vadwespare of its common stock if its board
of directors determines that a sale is in the b#stests of the Specialty Credit Fund and
its stockholders, and its stockholders approve fit.

Continuing Investment by Silver Point-ollowing an IPO, and subject to any applicable
underwriter's lock-up or restrictions under U.Suwseies laws, the SP Persons may dispose
of their investment in the Specialty Credit Fund.

Required Participation in ConversionLimited partners will not have a consent right with
respect to Silver Point's decision to convert tipecilty Credit Fund to a BDC. Upon
Conversion, each limited partner will cease to ben#ed partner of the Specialty Credit
Fund and will receive interests in the newly fornadity that will elect to be regulated as
a BDC under the 1940 Act. While limited partnerdi wot have the option to approve
Conversion, each limited partner will be entitlex receive an interest in a newly formed
BDC Vehicle in proportion to the relative fair matkvalue of its interest in the Specialty
Credit Fund as determined by Silver Point (takimgoiaccount relative interests in
underlying investments of the Specialty Credit Fumetluding accrued Specialty Credit
Fund Incentive Compensation and any loss carryfatvegsociated with any cumulative net
realized capital losses and unrealized capitaletggion to the extent applicable) as of the
effective date of Conversion (net of the fair valaé assets distributed to a private
investment vehicle organized for the purpose otueng compliance with BDC and RIC
requirements, and taking into consideration experase taxes incurred by the Specialty
Credit Fund, or any parallel investment entity a@eder entity, in connection with
Conversion). In addition, in the event that Cosier occurs prior to the expiration or
early termination of the Specialty Credit Fund Catmmant Period, each limited partner will
be required to "roll over" its commitment to theeSjalty Credit Fund by making a capital
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commitment to purchase additional shares of the BiEbicle in an amount up to its
unfunded commitment as of the effective date of v@osion. In order to facilitate
compliance with BDC and RIC portfolio diversificati requirements applicable to the
Specialty Credit Fund following Conversion, limitpdrtners may also be issued interests in
a private investment vehicle with economic and othaterial terms substantially similar to
the economic and other material terms of the Sjpgc@redit Fund in order to ensure
compliance with BDC and RIC requirements. No amste can be made as to the
percentage of the Specialty Credit Fund's assetsjyi that will be transferred to such a
private investment vehicle. Although Silver Poexpects that each limited partner will
receive a proportionate interest in such privatestment vehicle corresponding to its
proportionate interest in the Specialty Credit Fufdlver Point may distribute to any
limited partner a greater interest in such privaéestment vehicle and proportionately
reduce such limited partner's interest in the BDE€h®e in order to address legal or
regulatory requirements applicable to the BDC Mehic

In order to facilitate Conversion, each limited tpar will grant Silver Point an irrevocable
power of attorney authorizing Silver Point to actthe limited partner's name and on its
behalf to execute, file, and complete any and attuthents, certifications and consents
determined by Silver Point to be reasonably necgssadesirable to effect Conversion and
consummate an IPO, including in connection withrégonstituting the Specialty Credit
Fund as a corporation, (i) exchanging each limpadtner's interest in the Specialty Credit
Fund for interests in the BDC Vehicle, (iii) prowig any stockholder consents or approvals
required by the 1940 Act, including for purposesapproving or ratifying entry into any
investment advisory agreement between the BDC \éehiod Silver Point. Similarly, Silver
Point will have the right, without obtaining the nsent of any limited partners, to make
such modifications to the Specialty Credit Funaisstitutive documents, capital structure
and governance arrangements in order to facilitateversion so long as, in the reasonable
opinion of Silver Point, (x) the economic interesfsthe limited partners are not materially
diminished or materially impaired, (y) such modifions are consistent with the
requirements applicable to BDCs under the 1940 &wt (z) such modifications are not
inconsistent with the description of Conversion &®th in the Specialty Credit Fund’'s
offering documents.

Since the BDC Vehicle is expected to be organized aorporation following Conversion,
a limited partner's statutory and contractual ggas a stockholder of a corporation are
expected to differ materially from a limited pantserights and obligations as a limited
partner in a Delaware limited partnership priorGonversion, and in some cases may be
less favorable.

Tax Implications of ConversionConversion may be structured in a number of differe
ways, each of which may have distinct tax consecgen Limited partners that are C
corporations for U.S. federal income tax purposes| possibly other U.S. Partners, may be
required to recognize tax as a result of Conversiofo the extent Conversion is not
taxable, the BDC Vehicle's basis in the assets bellthe same as the Specialty Credit
Fund's basis in the assets prior to Conversionclwinmnay result in the BDC Vehicle
recognizing greater taxable gain upon dispositidnthe assets, giving rise to taxable
dividends that will be paid out proportionatelyB®C Vehicle stockholders at the time.

Corporate Form of BDC Vehicle.The BDC Vehicle is expected to be organized as a
domestic corporation. However, the BDC Vehicle nh&yorganized as another type of
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limited liability entity that will elect to be tréad as a BDC under the 1940 Act. As such,
the BDC Vehicle may have a capital structure oregoance arrangements that differs from
what is described in the Specialty Credit Fundferafg documents.

No Partnership Agreement Following Conversiodpon Conversion, each limited partner
will cease to be a limited partner of the Speci&redit Fund and instead will become a
stockholder of the BDC Vehicle. Following Conversi the continuing rights and

obligations of each limited partner will be refledtin the governing documents of the BDC
Vehicle and in a separate shareholders agreeméntd® each limited partner and Silver
Point, which will include provisions addressing kedtnited partner's continuing capital

obligations to the Specialty Credit Fund, transfestrictions and other rights and

obligations, and which will remain in effect untthe occurrence of an IPO. While the
shareholders agreement will contain some termscanditions that are substantially similar
to terms and conditions of the partnership agreémemany contractual provisions

contained in the partnership agreement will autaraty cease to apply upon Conversion
or upon an IPO.

Parallel Investment Entities Following ConversioRrior to Conversion, Silver Point may
establish parallel investment entities that wilhgelly invest proportionally in transactions
on similar terms and conditions, including paraitelestment entities that will not utilize
leverage ("UnleveredParallelinvestmentEntities). If any parallel investment entities are
formed, an investor in such a parallel investmenityewill be entitled to receive an interest
in the newly formed BDC Vehicle in proportion toetlelative fair market value of its
interest in the parallel investment entity as af #ifective date of Conversion in the same
manner described above with regard to limited astrand the Specialty Credit Fund.
Upon Conversion, it is expected that the BDC Vehigill assume all of the outstanding
indebtedness of the Specialty Credit Fund and Iparelvestment entities that utilize
leverage, if any. As a result, investors in UniedeParallel Investment Entities will be
exposed to less credit risk prior to Conversiomtimvestors in the Specialty Credit Fund
and parallel investment entities that utilize lexgs.

IPO and Listing. Following Conversion, there can be no assurancas ttie Specialty
Credit Fund will be able to successfully commenceamplete an IPO or list the common
stock of the BDC Vehicle on a national securitigshange. The timing and pricing of any
IPO are dependent upon market conditions and thexe be a significant delay between
Conversion and an IPO. During the period followidgnversion until consummation of an
IPO or the expiration of the term of the Speci@nedit Fund, the Specialty Credit Fund
will continue its investment activities and operas as a privately held BDC whose shares
are subject to transfer restrictions. Even if §pecialty Credit Fund successfully completes
an IPO, the Specialty Credit Fund may not be ablést the common stock of the BDC
Vehicle on a national securities exchange, whicluld/isignificantly restrict the ability of
investors to transfer their interests in the Sggci@redit Fund. Furthermore, even if the
common stock of the BDC Vehicle is listed on a owdi securities exchange, investors'
ability to dispose of their shares of the BDC Véhiwill be dependent upon the existence
of sufficient trading volume in, and a market fdre common stock of the BDC and there
can be no assurances that such trading volume kemaill materialize.

RIC Qualification. The Specialty Credit Fund will incur corporate-leireome tax costs
following Conversion if it is unable to qualify & RIC for U.S. tax purposes or if the
Specialty Credit Fund is not able to substantidistribute all of its income in a timely
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fashion. Although Silver Point will use commerlyialeasonable efforts to cause the
Specialty Credit Fund to qualify as a RIC, no assoe can be given that the Specialty
Credit Fund will be able to qualify for and maimaRIC status. To obtain and maintain
RIC tax treatment under the Code, the Specialtydi€rieund must meet the following
annual distribution, income source and asset diatson requirements.

The Specialty Credit Fund must distribute to itsckholders on an annual basis at least
90% of its net ordinary income and realized netrtsterm capital gains in excess of
realized net long-term capital losses, if any. tha event the Specialty Credit Fund uses
debt financing, it will be subject to certain asseverage ratio requirements under the 1940
Act and financial covenants under loan and creditt@ments that could, under certain
circumstances, restrict it from making distribusonecessary to satisfy the distribution
requirement. In addition, as discussed in moraildbelow, the Specialty Credit Fund's
income for tax purposes may exceed its availaldh daw. If the Specialty Credit Fund is
unable to obtain cash from other sources, it céaildo qualify for RIC tax treatment and
thus become subject to corporate-level income tax.

The Specialty Credit Fund must derive at least @%s gross income for each year from
dividends, interest, gains from the sale of stoclsexurities or similar sources.

The Specialty Credit Fund must meet specified adsetsification requirements at the end
of each quarter of its taxable year. The needatiisfg these requirements in order to
prevent the loss of RIC status may result in thec&ity Credit Fund's having to dispose of
certain investments quickly on unfavorable termBecause most of the Specialty Credit
Fund's investments will be relatively iliquid, arsuch dispositions could be made at
disadvantageous prices and could result in sulstdodses.

If the Specialty Credit Fund fails to qualify forl® tax treatment for any reason, the
resulting federal income tax liability could substally reduce the Specialty Credit Fund's
net assets, the amount of income available foriloigton, and the amount of the Specialty
Credit Fund's distributions.

Failure to Maintain BDC Status.If the Specialty Credit Fund does not remain a B2C,
might be regulated as a closed-end investment coynpader the 1940 Act, which would
subject the Specialty Credit Fund to substantiallyre regulatory restrictions under the
1940 Act and correspondingly decrease its operafegbility. In addition, failure to
comply with the requirements imposed on BDCs by 1840 Act could cause the SEC to
bring an enforcement action against the SpecialediC Fund.

Distributions Following Conversion.There can be no assurance that the Specialty Credit
Fund will achieve investment results or maintaita® status that will allow or require any
specified level of cash distributions or year-t@yyecreases in cash distributions. Although
a portion of the Specialty Credit Fund's expectenniags and distributions will be
attributable to net interest income, it is not estpd that the Specialty Credit Fund will
generate capital gains from the sale of its padfmivestments on a level or uniform basis
from quarter to quarter. This may result in sufigdh fluctuations in quarterly
distributions.

In certain cases, the Specialty Credit Fund maygeize income before or without
receiving cash representing the income. Dependimghe amount of noncash income, this
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could result in difficulty satisfying the annualsttibution requirement applicable to RICs.
Accordingly, the Specialty Credit Fund may delagtdbutions during a year until it
generates cash or it may have to sell some ofwisstments at times it would not consider
advantageous, raise additional debt or equity @hpit reduce new investments to meet
these distribution requirements. In addition, Withholding tax treatment of the Specialty
Credit Fund's distributions to certain of its norBUstockholders will depend on whether
and when Congress enacts legislation extending ples-through treatment of
"interest-related dividends" and "short-term cdp@in dividends" and the Specialty Credit
Fund may elect to defer the payment of dividendany year pending the resolution of this
issue.

Ownership Restrictionsinvestment companies registered under the 194Caktestricted
from acquiring directly or through a controlled ignmore than 3% of the Specialty Credit
Fund's total outstanding voting stock (measurethattime of the acquisition), unless these
funds comply with an exemption under the 1940 Actaell as other limitations under the
1940 Act that would restrict the amount that they able to invest in the Specialty Credit
Fund's securities. Private funds that are exclufedh the definition of "investment
company" either pursuant to Section 3(c)(1) or @(cbf the 1940 Act are also subject to
this restriction. In order to ensure compliancéhwhese restrictions, certain investors may
be precluded from acquiring additional shares tina that they might desire to do so and
may be prohibited from participating in drawdownsd@r the BDC Vehicle's dividend
reinvestment plan. Silver Point may also purclaseéhe benefit of the BDC Vehicle or its
investors, or cause the BDC Vehicle to purchasmesor all of an investor's shares of the
BDC Vehicle at a price determined by Silver Pomtaccordance with the valuation policies
set forth herein.

Stockholder Filing RequirementBecause the Specialty Credit Fund's common stottk wi
be registered under the U.S. Securities Exchangeo”At934, as amended (the "Exchange
Act") ownership information for any person who beneliz owns 5% or more of the
Specialty Credit Fund's common stock will have éodisclosed in a Schedule 13G or other
filings with the SEC. Beneficial ownership for Heepurposes is determined in accordance
with the rules of the SEC, and includes having ngtbr investment power over the
securities. In some circumstances, investors Witmse to reinvest their dividends may see
their percentage stake in the Specialty Credit Funmeased to more than 5%, thus
triggering this filing requirement. Although the&ialty Credit Fund will provide in its
quarterly statements the amount of outstandingksto@ the amount of the investor's
stock, the responsibility for determining the fiimbligation and preparing the filing remains
with the investor.

Broad Authority for Board Action. The Specialty Credit Fund's board of directors will
have the authority to modify or waive certain ok tBpecialty Credit Fund's operating
policies and strategies without prior notice (exceg required by the 1940 Act) and
without stockholder approval. However, once thectn is made, absent stockholder
approval, the Specialty Credit Fund may not chatige nature of its business so as to
cease to be, or withdraw the Specialty Credit FRuetBction as, a BDC. The effect any
changes to the Specialty Credit Fund's currentaiper policies and strategies would have
on its business, operating results and value ofSpecialty Credit Fund's common stock
cannot be predicted. Nevertheless, the effects aowgrsely affect the Specialty Credit
Fund's business and impact its ability to makeridigions.
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Resignation of AdviserFollowing Conversion, the Silver Point affiliaterégeg as adviser
the Specialty Credit Fund will have the right, unds advisory agreement, to resign at any
time upon 60 days' written notice, regardless oétwér the Specialty Credit Fund has
found a replacement. In addition, the board oéadwors will have the authority to remove
Silver Point for any reason or for no reason, oy il@oose not to renew the advisory
agreement. If Silver Point resigns or is termidatie Specialty Credit Fund may not be
able to find a new investment adviser or hire im&d¢imanagement with similar expertise and
ability to provide the same or equivalent servioesacceptable terms within 60 days, or at
all. If the Specialty Credit Fund is unable to stw quickly, its operations are likely to
experience a disruption, costs under any new agmesncould increase, its financial
condition, business and results of operations dsasets ability to pay distributions are
likely to be adversely affected and the value ofreerest in the Specialty Credit Fund may
decline.

Failure to Generate Net Realized Capital Gains dst&@n Additional Funds.As a RIC,
the Specialty Credit Fund must annually distribateleast 90 percent of its investment
company taxable income as a dividend and may edtseribute or retain its realized net
capital gains from investments. Unless investdesteto reinvest dividends, earnings that
the Specialty Credit Fund is required to distribtdestockholders will not be available to
fund future investments. Accordingly, absent ngsadditional capital, the Specialty Credit
Fund may have insufficient funds to make new aritbvicon investments, which could
have a material adverse effect on the SpecialtgiCFaind's financial condition and results
of operations. Because of the structure and abgscof its business, the Specialty Credit
Fund may experience operating losses and expeatelyoon proceeds from sales of
investments, rather than on interest and dividenwdme, to pay its operating expenses.
There is no assurance that the Specialty Creditl builh be able to sell its investments and
thereby fund its operating expenses.

Valuation of Portfolio Securities Following Conviens. In accordance with the 1940 Act,
assets that are not publicly traded or whose markiees are not readily available will be
valued at fair value as determined in good faithtlyy Specialty Credit Fund's board of
directors, which will be supported by the valuatfanction of Silver Point and by the audit
committee of the board of directors. In connectwith that determination, investment
professionals from Silver Point will prepare polifocompany valuations using sources
and/or proprietary models depending on the avdilabif information on the assets and the
type of asset being valued, all in accordance \thign Specialty Credit Fund's valuation

policy.

The participation of Silver Point in the valuatigmocess could result in a conflict of
interest, since Silver Point's incentive compensa#nd (following an IPO) Specialty Credit
Fund Management Fee is based in part on the SgyeCiadit Fund's assets.

Anti-Takeover Provisions.State corporate law, the Specialty Credit Fundisificate of
incorporation and bylaws will contain provisionathmay discourage, delay or make more
difficult a change in control of the Specialty CteBund or the removal of the Specialty
Credit Fund's directors. These measures may ddi&fgr or prevent a transaction or a
change in control that might otherwise be in thst i@erests of the Specialty Credit Fund's
stockholders and could have the effect of deprigtmckholders of an opportunity to sell
their shares at a premium over prevailing marketepr
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Legislative Changes Allowing Additional LeverageUnder the 1940 Act, following
Conversion the Specialty Credit Fund generally wit be permitted to incur borrowings,
issue debt securities or issue preferred stockssini@mediately after the borrowing or
issuance the ratio of total assets (less totalliieb other than indebtedness) to total
indebtedness plus preferred stock, is at least 200Récent legislation introduced in the
U.S. House of Representatives, if passed, wouldifyjntids section of the 1940 Act and
increase the amount of debt that BDCs may incurnimdifying the asset coverage
percentage from 200% to 150%. As a result, theci8lpe Credit Fund may be able to
incur additional indebtedness in the future anditdich partners may face increased
investment risk. In addition, since the Specid@iedit Fund Management Fee following
Conversion is calculated as a percentage of theevaf the Specialty Credit Fund's total
gross assets, which includes any borrowings foestment purposes, Specialty Credit Fund
Management Fee expenses will increase if the 8pedCredit Fund incurs additional
indebtedness.

No Opt-Out Rights Following ConversiorPrior to Conversion, some limited partners may
exercise rights granted to them pursuant to a d$dieer to opt out of particular
investments, which may increase the other limitedtners' prorata interest in that
particular investment.

Following Conversion, limited partners will not leavthe ability to opt out of particular
investments, notwithstanding any rights grantedhm pursuant to a side letter. Limited
partners that had opted out of certain investmpnts to Conversion will hold a preata
interest in those investments to the extent the BEEbicle holds those investments, by
virtue of their ownership of shares of stock of BIBC Vehicle which represent undivided
interests in the assets of the BDC Vehicle. Funtoee, the fair value of a limited partner's
interest, upon which the size of the interest m BDC Vehicle to which the limited partner
is entitled upon Conversion is based, will take iaccount the degree to which a limited
partner has opted out of any investments prior tmv@&rsion. As a result, each limited
partner's _prorata interest in, and income from, each of the Spsci@redit Fund's
investments may change upon Conversion.

Potential FATCA Withholding TaxFollowing Conversion, the failure of a stockrerldhat
is a non U.S. entity to comply with the reportirgguirements of FATCA will result in a
30% withholding tax on payments to the stockholdércertain U.S. source income
(including interest and dividends) and gross prdsefeom the sale or other disposition of
property that can produce U.S. source interestiodeshds. In addition, if a stockholder
receives such payments through a foreign finanogtitution, the payments will also be
subject to a 30% withholding tax if the foreignafiitial institution does not comply with
FATCA requirements. Prospective investors are eraged to consult with their own tax
advisors regarding the possible implications of EATon their investment in the Fund.

Risks Related to Operating as a Small Businessstmaent Company.

SBA Regulation. The Specialty Credit Fund (either directly, or nedtly through a
subsidiary) may apply to the U.S. Small Businesso&mtion (the "SBA for a license to
operate as a Small Business Investment CompanySJRIC"). As a licensed SBIC, the
Fund, or its subsidiary, licensed as an SBIC (tB&IC Vehicle") will be subject to
regulation under the Small Business Investment &wtl the regulations and policies
promulgated thereunder. During the term of the GGBlehicle, the applicable SBA
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regulations and policies may change in ways thatdceequire the SBIC Vehicle to alter its
business activities.

Current SBA regulations provide SBA with certaightis and remedies if an SBIC violates
their terms. Remedies for regulatory violatione graduated in severity depending on the
severity of a particular violation or significangghrture from certain key regulatory metrics.
For minor regulatory infractions, warnings are tglly given. Remedies for more
significant infractions may include (i) limitingrgprohibiting the use of debentures, (ii)
declaring outstanding debentures immediately dwk payable, (i) restricting distributions
and the making of new investments, (iv) mandateguctions of management fees and (v)
drawdown of unfunded capital commitments to thelGSB In cases of significant
violations, SBA may require the investors in an SBb remove its general partner or its
officers, directors, managers or partners, or SB#y wbtain appointment of a receiver for
such SBIC.

"Capital Impairment,” or the extent of net realizéhd, in certain circumstances, net
unrealized) losses as compared to an SBIC's prvapdal commitments, is a key SBA
regulatory metric.  "Realized losses" include iestr payments, management fees,
organizational and other expenses. Under certainmstances, SBA regulations preclude
the inclusion of the full amount of "unrealized appation” from portfolio companies in the
calculation of Capital Impairment, which may funthexacerbate the extent of any Capital
Impairment. Significant Capital Impairment mayuiesn the imposition of severe penalties
by SBA.

No Assurance of SBIC Licens&here can be no assurances that SBA will issueBiE S
license to the Fund or its subsidiary.

Limited Transferability. Prior to an IPO, investors in the SBIC Vehicle wibt be
permitted to transfer their interests (directlyidirectly) in the SBIC Vehicle without the
consent of SBA, and no investor may be releasedsodbligation to fund its unfunded
commitment to the SBIC Vehicle without the consehGBA.

SBA facilitates investment in small businesses ibanicing loans ("SBALeverag®) to
SBICs. Under the current policy of SBA, in ordersecure SBA Leverage, investors with
a 50% or greater interest in an SBIC are requicedrovide SBA with a written agreement
not to transfer their interest in the SBIC withddBA's consent and to be held liable for
the repayment of the total amount of such SBA fogdi they violate such agreement.

Unavailability of SBA Leverage.Becoming licensed as an SBIC does not automatically
assure that an SBIC will receive SBA Leverage. eipgcof SBA leverage is dependent
upon the SBIC's continued compliance with SBA ragohs and policies and the
availability of funding. The amount and availdiilof SBA Leverage is dependent upon
annual Congressional authorizations and in the réutumay be subject to annual
Congressional appropriations. There can be norassel that there will be sufficient SBA
Leverage available at the times desired by the SB&@icle.

Use of SBA LeverageThe use of SBA Leverage will magnify the potentwl both gains
and losses with respect to investments made bySBKC Vehicle. As a result of the
commitment fees, repayment obligations and semir@nnterest payments to which SBA is
entitled, returns to investors in the SBIC Vehiclay be flat, lower than, or even negative
as compared to returns from an investment in a finad did not use SBA Leverage.
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There can be no assurance that the SBIC Vehiclegetierate returns that exceed the
crossover point for return enhancement attributabdl<SBA Leverage. The payments to
which SBA is entitled may reduce or entirely eliat| returns to investors if the SBIC
Vehicle does not generate sufficient returns ineegoof such payments.

SBA Leverage and Limitations on Leverage Applicablé8DCs. In the event that the
Fund (or its subsidiary) is licensed as an SBI@, limitations on leverage applicable to
BDCs under the 1940 Act may be exceeded eithecanrdance with certain provisions of
the 1940 Act applicable to SBICs or in accordandé an exemptive order from the SEC.
There can be no assurance as to when or wheth&B8ewould grant such an exemptive
order.

Limits on Distributions. Pursuant to SBA regulations, an SBIC with outstagdi
debentures may distribute cumulative realized fgdfess unrealized losses on investments)
to its investors, but it may not return more th&a @f its outstanding capital to investors
in any fiscal year without SBA's prior approval.B/As limitations on an SBIC's ability to
make distributions may result in the receipt ofdptom income" by investors in the SBIC
Vehicle.

Historically, SBA has permitted repayments in escet 2% only pursuant to an approved
"wind-up" plan filed by an SBIC pursuant to whicB/A determines that repayment of the
outstanding debentures is adequately assured. g&BArally only gives that approval when
the SBIC has previously made significant repaymeitdebentures, the remaining portfolio
is performing well and SBA feels reasonably wellasd that outstanding debentures will
be repaid in full. With respect to funds availalite distribution, an SBIC will seek to
negotiate with SBA the proportion of those fundattWill be used to repay debentures and
to make distributions constituting a return ofatpital. While sometimes this proportion is
1:1, an SBIC cannot reliably predict what arrangen®BA may be willing to accept.

SBICs can make distributions before the end ofeafiyear. If, however, an SBIC were
to make a distribution mid-year from its Retainedrriings Available for Distribution
("READ") that then existed, but at the end of the year $BIC did not have READ for
the year (for example, if the SBIC wrote off anastment after mid-year), then SBA has
considered that distribution to be improper andesent of default under the debentures.
The SBIC would be given a specified period of titboecure the default, not less than
fifteen days. The failure to cure could resultSBA declaring all debentures immediately
due and payable and seeking the appointment of @Bifs designee as a receiver.
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ITEM 9
DISCIPLINARY INFORMATION

There are no legal or disciplinary events thatraaterial to a client's or prospective client's
evaluation of Silver Point's advisory businessha integrity of Silver Point's management.
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ITEM 10
OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATION S

Broker-Dealer Registration Status

Silver Point and its management persons are nosteegd as broker-dealers and do not
have any application pending to register as a lsrdkaler or registered representative of a
broker-dealer.

Futures Commission Merchant, Commodity Pool Operato or Commodity Trading
Adviser Registration Status

Silver Point and its management persons are nosteegd as, and do not have any
application to register as, a futures commissiorrchant, commodity pool operator,
commodity trading advisor, or an associated perdahe foregoing entities.

Material Relationship or Arrangements with Industry Participants

Silver Point does not have any relationships omarmgements that are material to its
advisory business or to its clients with relatedspas that are industry participants.

Material Conflicts of Interest Relating to Other Investment Advisers

Silver Point generally does not recommend or setdber investment advisers for its
clients; however, Silver Point has the right to smathe Flagship Funds, to enter into joint
venture arrangements, co-invest with third parties otherwise participate in pooled
investment vehicles with others, or to allocatecrdite portions of the Flagship Funds'
assets to independent managers to manage on atidisary basis, if Silver Point
determines that such an arrangement representsbdbe way to access a particular
investment opportunity or otherwise expand the stwent expertise available to the
Flagship Funds. The Flagship Funds may be subgectarious costs relating to such
ventures, including additional performance-basedfibad asset-based fees or allocations
payable to the promoters, managers, finders orasiwisors of such ventures. For ventures
involving an investment in a particular transactiandifficult-to-access market or where a
third party brings a special expertise to the sibma(as determined in the sole discretion of
Silver Point), any such fees and allocations will reduce the Flagship Management Fee or
the incentive compensation. For all such othertwes, Silver Point will determine
whether any such fees and allocations will reduee Flagship Management Fee or the
incentive compensation. The Specialty Credit Funay participate or invest in joint
ventures, co-investment transactions, or otherlasinstrategic or operating arrangements,
including those that involve incentive, managen@anbther compensation to third parties.

Other Conflicts

The Funds will be subject to a number of actual poténtial conflicts of interest involving
Silver Point and its affiliates, employees or pars) including the Funds, accounts or sub-
accounts (collectively, the "SilvaPoint Group'), including, among other things, the fact
that: (i) the Silver Point Group may conduct sahsal investment, administrative and
other related activities for the accounts of chenr members of the Silver Point Group
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(such accounts or clients, including the Funds|végiPoint Account$) in which a
particular Fund has no interest; (i) the SilverifPoGroup advises other Silver Point
Accounts, which may utilize the same, similar dfedent strategies, objectives and policies
as a particular Fund, and may have financial ineesit(including, without limitation, as it
relates to the composition of investors in suchdéuand accounts or to the Silver Point
Group's compensation arrangement) to favor ceB8#uner Point Accounts over such Fund;
(i) the Silver Point Group may use strategiesilaimin whole or in part, to those of the
Flagship Funds, the C & | Funds or the Specialtgdi@rFund in certain other Silver Point
Accounts; (iv) the Silver Point Group may give agvand recommend financial instruments
to, or buy or sell financial instruments for, a Bunvhich advice or financial instruments
may differ from advice given to, or financial instnents recommended or bought or sold
for, other Silver Point Accounts; and (v) the SiMeoint Group and other Silver Point
Accounts may actively engage in transactions insdme financial instruments sought by a
Fund and, therefore, may compete with such Fundnf@stment opportunities or may hold
positions potentially in conflict with positions mt&ined on behalf of such Fund. Due to
restrictions imposed on the Silver Point Group amreection with the management of other
Silver Point Accounts, a Fund may not be able ibate a transaction that it otherwise
might have initiated and may not be able to selinmestment that it otherwise might have
sold.

Silver Point Accounts will make investments in g@me issuers and conflicts of interest (or
perceived conflicts of interest) may arise in catio® with such investments, including as a
result of investing in different levels of an isesecapital structure or otherwise in different

classes of an issuer's financial instruments. ddit@n, other Silver Point Accounts may

make follow-on or other investments (including wigspect to issuers in which a Fund has
an investment) in which such Fund will not partg These investments may create
additional conflicts of interest among a Fund aandhsSilver Point Accounts. While these

conflicts cannot be eliminated, the Silver Pointo@ endeavors to address potential
conflicts in a manner that is fair and equitableeach Fund and the other Silver Point
Accounts. Conflict resolution may result in a Fuedeiving less consideration than it may
have otherwise received in the absence of suchméict®f interest.

The Firm's partners and employees have co-investigld the Flagship Funds in certain

investments. It is expected that the Firm's pagrand employees will continue to invest

or co-invest in certain opportunities identified Byiver Point. Conflicts of interest may

arise with respect to such investment opportunitreduding with respect to the allocation

of such opportunities between the Flagship Fundsthe Firm’'s partners and/or employees,
and with respect to potential conflicts arisingnfrdhe nature of certain investments as
more fully described herein. Allocations of invesnt opportunities available to the

Flagship Funds and the Firm’'s partners and empfoyee made on a basis providing
priority to the Flagship Funds.

The Specialty Credit Fund may co-invest with otRends or accounts managed by or for
the benefit of Silver Point or its affiliates, inding any vehicle formed by Silver Point or
its affiliates whose principal purpose is to coesi alongside the Specialty Credit Fund,
provided that any such co-investment vehicle will not b&cated all or part of any
investment opportunity unless the Specialty Crédihd has first received its appropriate
share of such investment opportunity (if any), atednined by Silver Point.
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Following Conversion, the Specialty Credit Fund eyafly will be prohibited under the
1940 Act from participating in certain transactiomsh its affiliates without prior approval
of the independent directors of the Specialty Gredind (the "Independent Directtyrsand,

in some cases, the SEC. Any person that owns;tlgirer indirectly, 5% or more of the
Specialty Credit Fund's outstanding voting seasiis an affiliate of the Specialty Credit
Fund for purposes of the 1940 Act, and the Spgci@itedit Fund generally will be
prohibited from buying or selling any security froon to such affiliate, absent the prior
approval of the Independent Directors. The 194Q Also prohibits certain "joint"
transactions with certain of the Specialty Creditndfs affiliates, which could include
investments in the same issuers (whether at thee sandifferent times), without prior
approval of the Independent Directors and, in seages, the SEC. If a person acquires
more than 25% of the Specialty Credit Fund's vosegurities, the Specialty Credit Fund
will be prohibited from buying or selling any seityirfrom or to such person or certain of
that person's affiliates, or entering into prolebitjoint transactions with such persons,
absent the prior approval of the SEC. Similarriggins limit the Specialty Credit Fund's
ability to transact business with the Specialty diré&und's officers or directors or their
affiliates.

These prohibitions will affect the manner in whitlvestment opportunities are allocated
between the Specialty Credit Fund and other fundsaged by Silver Point or its affiliates.
Most importantly, the Specialty Credit Fund gergralill be prohibited from co-investing
with other Silver Point Accounts or affiliates inv@r Point-originated loans and financings
unless the Specialty Credit Fund co-invests in mtamace with the applicable regulatory
guidance or has obtained an exemptive order framSBC permitting such co-investment
activities. Accordingly, while Silver Point intesdo allocate suitable opportunities among
the Specialty Credit Fund and other Silver Pointdmts or affiliates of Silver Point based
on the Specialty Credit Fund’s allocation princgplehe prohibition on co-investing with
affiliates could significantly limit the scope ofiviestment opportunities available to the
Specialty Credit Fund. In particular, the decismnSilver Point to allocate an opportunity
to one or more Silver Point Accounts or to an iafl, or the existence of a prior co-
investment structure, might cause the Specialtydi€réund to forgo an investment
opportunity that it otherwise would have made. i@y, the Specialty Credit Fund
generally may be limited in its ability to invest an issuer in which a Silver Point Account
or affiliate had previously invested. The Spegi&tredit Fund may in certain circumstances
also be required to sell, transfer or otherwiseganize assets in which the Specialty Credit
Fund has invested with Silver Point Accounts ofligti#és at times that the Specialty Credit
Fund may not consider advantageous.

The Specialty Credit Fund intends to apply for aaneptive order from the SEC in order

to permit the Specialty Credit Fund to co-investhwsilver Point Accounts and other

affiliates following Conversion, but there can be assurances that such exemptive order
will be granted. Accordingly, there can be no assces that the Specialty Credit Fund
will be able to co-invest alongside Silver PointcAants or affiliates, other than in the

limited circumstances currently permitted by retufa guidance. In the event that the

Specialty Credit Fund is able to obtain an exemptwder from the SEC, the Specialty

Credit Fund would only be permitted to co-invesingiside Silver Point Accounts or other

affiliates in accordance with the terms and coaoditof the exemptive order.
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Silver Point's policies and procedures are interidegroduce fairness over time, but may
not, and are not expected to, produce mathematiealsion in the allocation of individual
purchases and sales of securities.

The Specialty Credit Fund intends to enter into onanore financing arrangements with
third-party lenders to bridge the limited partneapital contributions, for other investment
purposes or for purposes of paying Specialty Credidd expenses. Any such financing
may be secured by a pledge of the asset relatetthetdborrowing under the financing
arrangement or to one or more other assets of pexid@ty Credit Fund, the limited
partners' unfunded commitments or the Specialtyli€fund GP's right to call capital from
the partners. In addition, any such financing rbay personally guaranteed by certain
partners of Silver Point (in such capacity, the &Gntor%), which may give rise to
potential conflicts of interest. The Guarantordl wbt receive any compensation for
providing, or relating to, such a personal guamante

Silver Point and its investment personnel will deveo the Funds as much time as Silver
Point deems necessary and appropriate to managebusieess of the Funds. The
investment personnel of Silver Point (and the otbenvice providers of the Funds) will

continue to provide services to other Silver P@&ntounts. Future activities of the Silver

Point Group, including the establishment of othevestment funds, may give rise to

additional conflicts of interest.
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ITEM 11
CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT
TRANSACTIONS AND PERSONAL TRADING

Code of Ethics

Silver Point strives to adhere to the highest itgustandards of conduct based on
principles of professionalism, integrity, honestgdatrust. In seeking to meet these
standards, Silver Point has adopted a Code of £{the "Cod®. The Code incorporates
the following general principles that all employees expected to uphold:

* employees must act in the best interests of thel$;un

* employees must comply with all applicable lawsesuand
regulations;

» all personal securities transactions must be cdedua a manner
consistent with the Code and any actual or poteoiaflicts of
interest or any abuse of an employee's positiomust and
responsibility must be avoided,;

* employees must not take any inappropriate advardagieeir
positions; and

* information concerning the identity of securitiedchby, and financial
circumstances of, the Funds and their investord imeikept
confidential.

Clients may request to review the Code by contgctiver Point at the address or
telephone number listed on the first page of tlisudnent.

Cross Trades/Principal Transactions

Subject to applicable restrictions in Silver Paintritten policies and procedures, Silver
Point may determine that it would be in the beserests of certain clients to transfer a
security from one client to another (each suchsfean a "Crosslradée) for a variety of
reasons, including, without limitation, tax, liqiyd leverage, rebalancing or other legal
reasons. If Silver Point decides to engage in@<€irade, Silver Point will determine that
the trade is in the best interests of each clismblved, will take steps to ensure that the
transaction is consistent with its fiduciary dutasd will seek to obtain best execution for
each of those clients.

When effecting cross transactions between clie@ijer Point, its affiliates and its
personnel may have cross ownership interests alhgatentially have conflicting loyalties
and responsibilties. To the extent that such smations may be viewed as principal
transactions due to the ownership interest in tlemtcby Silver Point, its affiliates or its
personnel, Silver Point will comply with the recennents of Section 206(3) of the Advisers
Act. In no event will a Fund engage in a princip@nsaction except where (i) a Fund
selects one or more unaffiiated persons to consahel approve or disapprove principal
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transactions, and such committee approves suchkairdon, or (i) to the extent a Fund has
independent third party directors, such directanssaer and approve of such transaction.

Investing in Securities that Silver Point or a Relted Person Recommends to Clients

The Code places restrictions on personal tradesnipgloyees, including that they disclose
their personal securities holdings and transactionSilver Point on a periodic basis, and it
requires that employees pre-clear certain typegeodonal securities transactionSubject

to internal compliance policies and approval praced, and to the extent consistent with
Silver Point's fiduciary duties to the Funds, SifR®int, its affiliates and its employees may
invest on behalf of themselves in securities arfgkoinstruments that would be appropriate
for, held by, or may fall within the investment delines of the Funds.

Silver Point, its affiliates and its employees ngaye advice or take action for their own
accounts that may differ from, or conflict with @ given or action taken for the Funds.
These activities may affect the prices and avdithatmf other securities or instruments held
by or potentially considered for one or more Fundtential conflicts also may arise due
to the fact that Silver Point and its personnel maye different levels of investments in the
various Funds.

Silver Point endeavors to monitor and resolve asfl with respect to investment
opportunities in a manner that it deems fair anditefle, including the restrictions placed
on personal trading in the Code, as described above

Conflicts of Interest Created by Contemporaneous Tading

Silver Point manages investments on behalf of abeunof clients. Certain clients have
investment programs that are similar to or ovedagd may, therefore, participate with each
other in investments. It is the policy of Silveoift to allocate investment opportunities
among all clients fairly, in accordance with eadient's applicable investment strategies,
over a period of time. Silver Point will have nbligation to purchase or sell a security
for, enter into a transaction on behalf of, or jevan investment opportunity to any other
client solely because Silver Point purchases ds $ké same security for, enters into a
transaction on behalf of, or provides an opporund any client if, in its reasonable
opinion, such security, transaction or investmepartunity does not appear to be suitable,
practical or desirable for the client.

It is expected that investment opportunities tha¢ a&onsistent with the investment
strategies of two or more clients will be allocatedong such clients in such proportion as
Silver Point or its affliates may deem to be fand equitable. Among other
considerations, in keeping with principles of fidug responsibility, Silver Point may
consider the following factors: (i) a client's edfives (whether such objectives are
considered solely in light of the specific investinender consideration or in the context of
such client's overall holdings); (i) the relatimenounts of a client's capital available for new
investments in the relevant strategy or asset daeisbased on other investment-related
characteristics; (iii) the terms, structure andailability of financing in respect of an
investment; (iv) the diversification of a clientserall holdings; (v) the size, liquidity and
anticipated duration of the proposed investment) {fve potential for imbalances in a
client's portfolio; (vi) a client's diversificatip leverage and other limitations; and (vii)) tax
or legal issues (including BDC and RIC requirementSuch considerations, among others,
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may result in allocations among such clients orasisbother than available capital. Such
clients may invest in issuers in which other clehtive pre-existing investments (including
the same, similar or potentially conflicting fingadcinstruments of such issuers) and the
terms and structure of such pre-existing investmemiay differ from such client's
investments (including in a manner that is moreebeial to the other clients).
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ITEM 12
BROKERAGE PRACTICES

Factors Considered in Selecting or Recommending Bker-Dealers for Client
Transactions

As noted previously, Silver Point has full disocosiry authority to manage the Funds,
including authority to make decisions with respecthich securities are bought and sold,
the amount and price of those securities, the lbsoke dealers to be used for a particular
transaction, and commissions or markups and marksqaid.

With respect to the Flagship Funds and the Spegdatedit Fund, portfolio transactions
will be allocated to broker-dealers on the basibeadt execution and in consideration of the
provision of certain investment-related servicesl(iding research services) and/or payment
of the costs of investment-related research, wBibtrer Point believes to be of benefit to
the Flagship Funds or the Specialty Credit FundveiSPoint will use various brokers and
dealers to execute, settle and clear securitiesdctions for the Flagship Funds and the
Specialty Credit Fund. Subject to best executinrselecting broker-dealers (including a
prime broker) Silver Point may consider, among ottlengs, the overall cost of the
transaction; the size and type of the transactio@;nature of the market for the financial
instrument; execution capability, speed and eficye market intelligence regarding the
transaction; the extent to which the broker-dealakes a market in the financial instrument
involved or has access to such markets; the brogaler's financial stability; the broker-
dealer's reputation for diligence, fairness anegrnty; quality of service rendered by the
broker-dealer in other transactions for Silver Bawonfidentiality considerations; the quality
and usefulness of research services and investideas presented by the broker-dealer; the
broker-dealer's wilingness to correct errors; heker-dealer's ability to accommodate any
special execution or order handling requirementscannection with any particular
transaction; and other factors deemed appropriat8&ileer Point. Accordingly, if Silver
Point concludes that the commissions charged byo&eb or the spreads applied by a
dealer are reasonable in relation to the overadlityuof services rendered by such broker
or dealer (including, without limitation, the valoé the brokerage and research products or
services provided by such broker or dealer), ttagg$Hip Funds and the Specialty Credit
Fund may pay commissions to or be subject to sprapglied by such broker-dealer in an
amount greater than the amount another brokerideadght charge or apply. Silver Point
need not solicit competitive bids and does not haweobligation to seek the lowest
available commission cost or spread. Silver Paamtews, on at least a quarterly basis, the
quality of brokerage executions.

The C & | Funds do not generally utilize brokerddes in connection with their portfolio
transactions.

Research and Other Soft Dollar Benefits

Although Silver Point does not have any formal t'sddllar" arrangements, from time to
time, Silver Point may pay a broker-dealer commissi(or markups or markdowns with
respect to certain types of riskless principal $eemions) for effecting Flagship Fund and
Specialty Credit Fund transactions in excess df Wiach another broker-dealer might have
charged for effecting the transaction in recognitiof the value of the brokerage and
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research services provided by the broker-dealdre use of "soft dollars", if any, generated
by the Flagship Funds or the Specialty Credit Fungay for research and research-related
products or services, if any, will fall within tteafe harbor created by Section 28(e) of the
Exchange Act, and will be subject to prevailingenprretations of Section 28(e) by the SEC.
Silver Point believes it is important to its inv@sint decision-making processes to have
access to independent research.

Also, consistent with Section 28(e), research abthiwith soft dollars generated by the
Flagship Funds or the Specialty Credit Fund mayded by Silver Point to service clients
other than the Flagship Funds or the Specialty iCfathd, as applicable, including clients
that may not have paid for the soft dollar benefiSilver Point does not seek to allocate
soft dollar benefits to client accounts in propamtito the soft dollar credits the client
accounts generate. Where a product or serviceida®\woth research and non-research
assistance to the Flagship Funds or the SpecialgitCFund, Silver Point will make a
reasonable allocation of the cost that may be foaidvith soft dollars.

If Silver Point uses client brokerage commissioos fiarkups or markdowns) to obtain

research or other products or services, SilvertP@iceives a benefit because it does not
have to produce or pay for such products or sesvic8ilver Point may have an incentive

to select or recommend a broker-dealer based war3oint's interest in receiving research
or other products or services, rather than onligats' interest in receiving most favorable

execution.

Silver Point reviews, on at least a quarterly hatssorder execution practices, the quality
of brokerage services (including research) andctiss associated with such services. In
no case wil Silver Point make binding commitmerds to the level of brokerage
commissions it will allocate to a broker-dealer,r naill it commit to pay cash if any
informal targets are not met. A broker-dealer & excluded from receiving business
because it has not been identified as providingareh products or services.

Brokerage for Client Referrals

Neither Silver Point nor any related person receiugferrals from any broker-dealer or
third party to manage any investment fund or madagecount. From time to time,
representatives of Silver Point may speak at cenfa¥s and programs sponsored by a
broker for investors interested in investing in dedfunds. Through such “capital
introduction” events, prospective investors in fhgnds may meet with Silver Point.
Neither Silver Point nor the Funds compensate tlo&drs for organizing such events or
for any investments ultimately made by prospecimvestors attending such events, nor do
they anticipate doing so in the future. The Funmds accept subscriptions from investors
who also provide services to the Funds, includirakérs and their affiliates. Relationships
such as these could be viewed as creating a dooflinterest that potentially could affect
Silver Point's ability to seek best execution. M/ISilver Point's relationship with brokers
may influence it in deciding whether to use sucbkbr in connection with brokerage,
financing and other activities of the Funds, SiNewoint will not commit to allocate a
particular amount of brokerage to a broker in amyason. Furthermore, Silver Point
conducts best execution reviews on at least a gihatiasis.

Directed Brokerage

Silver Point does not recommend, request or regihia¢ a client direct Silver Point to
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execute transactions through a specified brokeledea

Order Aggregation

To the extent permitted by applicable law, orderglients may be combined with orders
for other clients, and if any order is not filletithe same price, orders may be allocated on
an average price basis. Each client that partefpan an aggregated order should
participate at the average price for all of thentk' transactions in that security at that
time, with transaction costs shar@do rata based on each client's participation in the
transaction. Silver Point will generally execulerd transactions on an aggregated basis
when it believes that to do so will allow it to alst best execution or reduce transaction
costs. When aggregating orders, the clients wilkdeated in a fair and equitable manner.
Situations may occur where a client could be digathged because of the investment
activities conducted by Silver Point or its affiéa for other clients. To the extent
permitted by applicable law and while not disadaagirig any clients, orders of clients may
be combined with orders for investment funds, anot®wr sub-accounts of members of the
Silver Point Group.
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ITEM 13
REVIEW OF ACCOUNTS

Frequency and Nature of Review of Client Accounts

Silver Point, analysts, traders and the portfolianager perform various daily, weekly,
monthly, quarterly and periodic reviews of Fund iposs. A review of a Fund account
may also be triggered by any unusual activity agcgd circumstance.

Factors Prompting Review of Client Accounts Other han a Periodic Review

Silver Point provides audited financial statemetdsits clients within 120 days of the
applicable Fund's fiscal year end.

Content and Frequency of Account Reports to Clients

Investors in the Funds receive unaudited infornmatad least quarterly regarding the
performance of their Fund as well as other relewaformation from time to time (which
for the Flagship Funds currently includes, amongepothings, monthly investor letters and
exposure reports, and for the C & | Funds currentjudes, among other things, quarterly
investor letters). In addition, Silver Point issuex reports and audited financial statements
to investors on an annual basis. Investors magiveadditional information (for example,

in connection with due diligence requests), wh&lmiaddition to information provided in a
Fund's regular reports to investors.
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ITEM 14
CLIENT REFERRALS AND OTHER COMPENSATION

Economic Benefits for Providing Services to Clients

Silver Point does not receive economic benefitenfrmon-clients for providing investment
advice and other advisory services to its clients.

Compensation to Non-Supervised Persons for Clientd®errals

Neither Silver Point nor any related person disectt indirectly compensates any person
who is not a supervised person, including placensggnts, for client referrals. Silver
Point may in the future enter into arrangementsh wihird party placement agents or
distributors to solicit investors in the Funds, auth arrangements would generally provide
for the compensation of such persons for theirisesvat Silver Point's expense (including
through offsets to the fees and compensation redeny Silver Point and its affiliates in
respect of the Funds).
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ITEM 15
CUSTODY

Silver Point is deemed to have custody of cliemd&i and securities because it has the
authority to obtain client funds or securities, &ample, by deducting advisory fees from a
client's account or otherwise withdrawing fundsniroa client's account.  Account

statements related to the Funds are sent by gdalfustodians to Silver Point. Fund

investors receive annual audited financial statésngirepared by independent public

accountants. In addition, Fund investors receiweoant statements from a third party

administrator, which for certain Funds includestodsg reports and account statements.

Silver Point is subject to Rule 206(4)-2 under thdvisers Act (the "CustodyRulée").
However, Silver Point is not required to comply (srdeemed to have complied) with
certain requirements of the Custody Rule with respe each Fund because it requires that
each Fund be subject to an audit at least annimalyn independent public accountant that
is registered with, and subject to regular inspectdy, the Public Company Accounting
Oversight Board, and Silver Point requires thatheBand distribute its audited financial
statements to all investors within 120 days ofehd of its fiscal year.
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ITEM 16
INVESTMENT DISCRETION

Silver Point or an affiliate serves as the manag¢nempany with discretionary trading
authority for each Fund.

Silver Point's investment decisions and advice wai$pect to each Fund are subject to each
Fund's investment objectives and guidelines, agos#t in its offering documents.

Silver Point or an affiliate of Silver Point entdr@to an investment management or similar
agreement with each Fund, pursuant to which SRant or an affiliate of Silver Point was
granted discretionary trading authority.
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ITEM 17
VOTING CLIENT SECURITIES

Silver Point has adopted proxy voting policies @ndcedures in compliance with Advisers
Act Rule 206(4)-6. The general policy is to vot®x¥y proposals, amendments, consents
or resolutions relating to client securities (occtieely, "Proxie$) in a manner that will best
serve the interests of the applicable Funds, asrmeted by Silver Point in its discretion on
a case-by-case basis.

In limited circumstances, Silver Point may refréilom voting Proxies where Silver Point
believes that not voting would be in the best i$es of the applicable Fund, taking into
consideration various factors, including, but nwobited to, the costs associated with
exercising the Proxy, legal restrictions on tradietating to the exercise of the Proxy and
whether Silver Point has sold the underlying séiegrisince the record date of the Proxy.
Generally, the Funds may not direct Silver Pombte in a particular solicitation.

Actual or perceived conflicts of interest may arilsstween the interests of the investing
Funds on the one hand and Silver Point or itsieaéfit on the other hand. If Silver Point
determines that an actual or perceived conflict @ase when voting Proxies pursuant to
its proxy voting policies and procedures, SilveinPaill evaluate the potential conflict and
will determine how to proceed in accordance with Rroxy voting policies. The Funds
may obtain a copy of Silver Point's Proxy votindiges and its Proxy voting record upon
request.
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ITEM 18
FINANCIAL INFORMATION

Silver Point is not required to include a balanbees$ for its most recent fiscal year, is not
aware of any financial condition reasonably likedy impair its ability to meet contractual
commitments to clients, and has not been the dubjea bankruptcy petition at any time
during the past ten years.
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