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Material Changes

This is an annual update of our brochure. Sinaelas filing, we have obtained the regulatory
assets under management and are providing mordispeformation relating to our advisory
client throughout this brochure.
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Advisory Business

Halcyon Long Duration Recoveries Management LPnisn&estment advisory services
firm formed in May 2013 that focuses on investmeinisclaims, litigation-oriented
investments and special opportunities with a lagmgat investment horizon. (The
registrant is referred to as “Halcyon” or “we”). aldyon provides investment advisory
services to a closed-end private investment fupdnsored by an unaffiliated advisory
firm. Halcyon is affiliated with Halcyon Asset Magement LLC, a leading global asset
management firm for private investment funds. Mailcs regulatory assets under
management are estimated to be $27,195,000 as whMa, 2015. Halcyon and its
affiliates (referred to as the “Halcyon Group”) rage approximately $11 billion in client
assets as of March 1, 2015, for a diverse growugduisory client funds whose investors
include leading public and private pension fundsjaevments, foundations, financial
institutions, insurance companies, funds of hedgel$, and high-net-worth individuals.
The Halcyon Group’s advisory client funds have stees in the United States, Canada,
Latin America, the United Kingdom, Continental Epeo the Middle East, Asia, and
Australasia.

The Halcyon Group, for which John M. Bader sern&€hairman and Kevah Konner as
Vice Chairman, is headquartered in New York. Haicy Portfolio Managers are John
M. Bader, Kevah Konner, Jason Dillow, and John GeeeOther members of Halcyon’s
research group also participate in Halcyon'’s inmestt decisions, as does Manish Mital,
General Counsel of the Halcyon Group. The sol@dithpartner of Halcyon is Halcyon
Management Holdings LP, and HLDR Management GP lid @he general partner of
Halcyon. The Halcyon Group draws on the skills amgerience of approximately 125
employees, approximately 50 of whom are investrpenfiessionals.

Halcyon seeks to focus on long duration investmentglaims, litigation-oriented
investments and special opportunities (which carude private and illiquid positions
that we deem appropriate). Across all of our egats, we are committed to
conservative, rigorous, and disciplined processesndustry best practices; and, at the
same time, to adaptability.

We tailor advisory services to the individual neaas specified investment mandate of
our advisory client. We adhere to the investmedmtegy set forth in our client’s
operating agreement that contains a descripticdhefnvestment objective and mandate
for our client, as well as investment restrictidrisany) that are agreed upon with the
client. Subject to the requirements of the opegatagreements, we have full
discretionary authority over the investment progcdrthe client.

We do not participate in wrap fee programs.
Fees and Compensation
Halcyon receives compensation from its client. sSTbompensation is calculated as a

percentage of the capital commitments to the claening the investment period, and
afterwards based on net funded capital as detednimeaccordance with the client’s



operating agreement. Halcyon also receives compgensan performance achieved for
the relevant interests in the client. In additidghe client’s sponsor is entitled to
management fees and incentive compensation froroligw. Neither Halcyon nor any
Halcyon partners and other Halcyon employees (edeto as “Employees”) receives
any transaction-based compensation for the salesegtirities or other investment
products.

An unaffiliated party deducts management fees fimm client’'s account monthly in
advance, and any performance-based compensatibedigcted upon the realization or
other disposition of assets held by the client.e Tinagement fees are subject to pro-
ration and the prorated portion will be refundedhe client in the event the investment
management agreement is terminated prior to thetadnonth. Since investors cannot
redeem their interests in the client, they do redrbmanagement fees in excess of what
they owe for the entire month.

The client bears all costs and expenses directite to its portfolio investments or
prospective investments (whether or not consummatadcluding brokerage
commissions; interest on debit balances or borrgsvicustodial fees; bank fees; all due
diligence and structuring expenses (including legglenses and costs of any investment
subsidiaries or other alternative investment veliclused in connection with any
investment); fees and profit-sharing payments duenaffiliated advisors, sub-advisors,
consultants, lawyers and finders (which do not eiffthe management fees or the
performance compensation payable to Halcyon); pemtpenses incurred in obtaining
or maintaining systems, research and other infaomaitilized for portfolio management
purposes, including the costs of statistics anding services, service contracts for
guotation equipment and related hardware and sodtvead any withholding or transfer
taxes. The client also bears all out-of-pockettsad its administration, including
accounting, audit, administrator, offering, licexgsicompliance and legal expenses, costs
of any litigation or investigation involving the rid’s activities, costs associated with
reporting and providing information to existing aptbspective investors, and partial
costs of any regulatory filings (including any fiigjs made in relation to the client, e.g.
Form PF) and any liability insurance obtained ornde of the client, its sponsor,
Halcyon or their respective affiliates. When Haloyand our advisory affiliates incur
expenses on behalf of multiple clients, we allodhie expenses among the applicable
clients in a fair and equitable manner and consisteith the clients’ governing
documents. We will typically allocate expense®dily related to a specific investment
among clients based on the relative value of th&tipas being acquired, held or sold,
and shared expenses not directly related to afgpaniestment based on the relative net
asset value of client accounts. However, we mayyagther expense allocation formulas
and methods at our discretion. We cannot guarathieeaccuracy of all expense
allocations and will not be financially responsifide incorrect allocations in the absence
of a breach of the standard of care set forthenctlent’s governing documents.

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



Performance-Based Fees and Side-By-Side Management
Halcyon receives performance-based compensatiom ditbof its clients.
Types of Clients

We provide advisory services to a closed-end peivavestment fund, sponsored by an
unaffiliated advisory firm. Each investor in thigeat fund is an institutional investor or

other highly sophisticated investor for which Halois investment strategy is suitable
and is also an “accredited investor” (as defineapplicable federal securities laws and
regulations).

Method of Analysis, Investment Strategies, and Riskf Loss

Our investment strategy is to seek investment dppdies predominantly within
privately negotiated litigation claims, claims inquidating entities, and special
opportunities relating to these strategies with oagér-term investment horizon.
Investments can include private common equity, gtevpreferred equity, private debt,
and other instruments that Halcyon deems apprepioatthe client’'s mandate.

Our investment process has its foundation in aarebe paradigm and a dynamic
approach to risk management that serves to puerdiit types of positions within
different strategies on equal footing for evaluatipurposes. In our opinion, this
approach results in better situation comparison aatéction and better portfolio
construction. The Halcyon partners are incenttvibased on overall fund performance
rather than the performance of a particular stsateg

Halcyon builds the portfolios largely on a “bottam* basis, choosing individual
positions based on their absolute downside risk #&meir probabilistic relative
attractiveness.

Teams led by one or more senior analysts reseadividual positions, then discuss each
position with the Portfolio Managers in an iteratifact-finding process. Research
includes extensive proprietary qualitative and dit@ive analysis and legal due
diligence and is supplemented by reports from lamd, sell-side firms, independent
analysts, and industry consultants; fundamentaldiligeence with companies and their
partners, customers and competitors; and eventtedediscussions with attorneys,
lenders, accountants, investment bankers, and atkiestors. For more information,
please see Section 10: Review of Accounts.

Halcyon’s dedication to the rigorous managemenisifwithin and across subsets of its
portfolios is designed to identify and address appately the sorts of risk inherent in the
types of transactions in which we participate. Hesve despite our risk management
process, investing in any securities or other asseblves a risk of loss that our client
and the investors in our client must be prepardzbto.

Examples of potential areas of risk associated Wighinvestment strategy in which we
engage are:



llliquidity. Halcyon will often make investments securities or other instruments that
are not readily marketable. It could be difficolt impossible to realize the value
Halcyon ascribes to an investment if we are fortcedispose of it in an inactive market.
Given general market inefficiencies respecting canmps engaged in litigation or

restructuring, a portfolio valuation may not neeesg be indicative of actual results or
amounts to be realized by Halcyon from the cliemt\gestments. Additionally, some

investments may be subject to certain other transf&rictions that may contribute to
illiquidity. Also, investments constituting a cook position will be subject to additional

transfer restrictions under federal securities atiter laws by virtue of such control

position which will further contribute to illiquity.

Distressed Investments Generally. We expect te laterests, directly or indirectly, in

securities, claims and other obligations of compsairthat are experiencing significant
financial or business difficulties, have substdntiapital needs or negative net worth,
face special competitive or product obsolescenasblpms, or that are involved in

bankruptcy or reorganization proceedings, withewwio making long-term investments
in positions that are likely to generate attractieturns over time. Investing in

companies experiencing significant business arahtiral difficulties requires legal and
financial sophistication, and such investments mnaglve a substantial degree of risk.
Investments in the debt or equity of companies lvea in reorganization proceedings
typically entail a number of risks that do not nafty apply to investments in financially

sound companies.

Trade and Other General Unsecured Claims. We éxpexcquire interests in claims of
trade creditors and other general unsecured claidebs of a debtor (referred to as trade
claims). Trade claims generally include, but apé Imited to, claims of suppliers for
goods delivered and not paid, claims for unpaidiises rendered, claims for contract
rejections and claims related to litigation. Tradms are typically unsecured and may,
in unusual circumstances, be subordinated to athsecured obligations of the debtor.
The repayment of trade claims is subject to sigarft uncertainties, including potential
set-off by the debtor as well as the other uncetites. A trade claim may be transferred
or assigned before or after a petition in bankmnypscfiled, including after a proof of
claim has been filed. Investments in trade claand high risk receivables may also
entail special risks including, but not limited foaud on the part of the assignor of the
trade claim as well as logistical and mechanicsilies which may affect our ability to
collect the claim in whole or in part.

Litigation-Oriented Investment®©ur litigation-oriented investments strategy regsian
evaluation of the outcome and timing of a disp@solution process. Regardless of the
amount of research and other due diligence that beyperformed, predicting the
outcome of litigation or other dispute resolutiorogesses is inherently uncertain and
depends on a variety of circumstances that maynbelated to the legal merits of the
substantive claims of the parties, including uraiaty regarding the application of law to
particular facts, disputed factual records andirtesty, unforeseen procedural issues,
uneven quality of advocacy, misapplication of sekbw by a judge or jury, or settlement
dynamics in which the motivations of the partiesyrba unrelated, in whole or in part, to
the merits of the dispute. Since the expenditunasis strategy generally do not involve




the acquisition of any assets having any residakiey an unfavorable outcome typically
will result in a complete loss of the investment.

Investments in Unregistered Securities. Our clmay invest in unregistered securities
and other instruments, including investments in rmwd early stage companies or
companies undergoing operational or financial testiring, which may involve a high
degree of business and financial risk that canltr@ssubstantial losses. Because of the
possible absence of a liquid trading market fos¢ghmvestments, it may not be possible
to liquidate or it may take longer to liquidate shepositions than would be the case for
publicly traded securities and other instrumentsthough these securities and other
instruments may be resold in privately negotiatehdactions, the prices realized on
these sales could be substantially lower than tbhog@ally paid by our client. Further,
companies whose securities and other instrumeets@tr publicly traded will generally
not be subject to public disclosure and other itoregrotection requirements applicable
to publicly traded securities and other instruments

Concentration. The client’s portfolio may be higbhbncentrated, and a loss with respect
to any position may have a significant impact anakerall returns.

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

Leverage. Halcyon generally has the discretiomuge borrowing and other forms of
leverage. While the use of leverage can amplig/ghofit on successful investments, it
can also amplify the losses incurred on unsuccessfestments.

Fund Structure; Limited Liability and Indemnificati An investor’s investment in the
client fund is subject to the structure and terrhghe fund. The fund’s operating
agreements limit the instances in which Halcyorther sponsor may be held liable and
provide that, in the absence of bad faith, groggigeence or willful misconduct, neither
of Halcyon or the sponsor shall be liable unlesetise required by law. In addition,
Halcyon, the sponsor and their respective affiiaee entitled to full indemnification by
each client with respect to their services in theeace of a breach of the standard of care
which can result in significant financial burderri® by the investors in the fund.

Conflicts of Interest. As described elsewherehis torochure, Halcyon is subject to
various conflicts of interest as a result of thddyan Group’s management of multiple
accounts, the nature of our compensation arrangsnaerd our relationship with the
Halcyon Group and other accounts managed by ite étistence of these conflicts of
interest may influence the independence of Halcyqudgment. This brochure and other
Halcyon Group materials contain information abouwtwhHalcyon manages these
conflicts.




The summary of risk factors included in our clisntffering documents contains a
discussion of various risk considerations that evarextensive in scope and depth than
the foregoing summary.

Disciplinary Information

There have been no legal or disciplinary eventhnng Halcyon or any of our
principals or executive officers that are matetmla client’'s or prospective client’s
evaluation of our advisory business or the intggyftour management.

Other Financial Industry Activities and Affiliates

Halcyon is affiliated with the following managemes@mpanies, which are Halcyon’s
related persons: Halcyon Asset Management LLC, yadalcAsset-Backed Advisors LP,
Halcyon Loan Management LLC, Halcyon Long/Short Eg@ment LP and Halcyon
Liquid Strategies IC Management LP. Each of thergéies is separately registered with
the SEC as an investment adviser, and informatimcerning each of these entities and
its relying advisers (if any) is included in its oworm ADV Part 1 and Part 2. In
addition, Halcyon is affiliated with Halcyon Loandwisors (UK) LLP, which is
authorized and regulated by the Financial Condudthdrity of the United Kingdom.
Halcyon is also affiliated with Halcyon Structurdéset Management L.P. and HJS
Management LP. Our investment professionals mayicgete in managing the
portfolios of more than one advisory client and,many instances, on behalf of more
than one investment advisory entity. As a redhiey do not devote their exclusive
attention to any single advisory client or any fnganagement company.

The potential to earn performance-based compemnsatith respect to the client could
provide an incentive to invest assets in an agyesy speculative manner. Halcyon
seeks to minimize this potential conflict by takiagdisciplined approach to portfolio
construction and risk management. A potential lednbf interest may also exist
regarding the allocation of investment opportusitiguitable to our client and our
advisory affiliates’ clients, which may include amcentive to favor clients with the
highest performance compensation payable to Halcydimdful of the presence of these
potential conflicts of interest, Halcyon seeks tt firly when allocating investment
opportunities, and the Halcyon Group’s policy prageus from taking into account fee
or other compensatory differences in allocatingn@estment opportunity.

The investment activities of one or more advisdignts of the Halcyon Group can result
in the imposition of restrictions on the flexibyliof other clients. For example, if the
Halcyon Group obtains material non-public informmatconcerning a company on behalf
of an advisory client in connection with a privgtelegotiated transaction, our advisory
client may be unable to trade in securities of¢émime company in the public markets. In
addition, the Halcyon Group’s advisory clients megmpete with the client for

investment opportunities or otherwise pursue dfignnterests within the same portfolio
companies, including investing in securities of theme companies with different
seniority, participating in litigation or pursuingctivist tactics. Certain of Halcyon’s

affiliated management companies provide sub-adyiservices to registered investment



companies, and requirements imposed by the Invest@empany Act with respect to
such affiliated management companies may indire@$ult in some prohibitions and
restrictions on the investment activities of Hale\goclient. Halcyon seeks to minimize
restrictions when possible, consistent with appliedaw and its internal policies, but our
efforts may not be successful, and, as a resstfjegons may occur.

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

Halcyon and its affiliated management companiese hadopted a Code of Ethics in
accordance with legal requirements. The Code bicktis designed to ensure that the
interests of Employees do not conflict with theeneists (including transactions) of our
client. The Code of Ethics is based on the priedpat Halcyon and its Employees owe
a fiduciary duty to our client and its investor3hus, Employees must, among other
things, (i) place the interests of our client ansl investors first, (i) avoid taking
inappropriate advantage of their positions withisdyon, and (iii) conduct their personal
securities and other investment transactions incfuinpliance with the Code of Ethics.
Policies adopted by Halcyon with which all Employgand, in certain circumstances,
members of their families and other related pensomsst comply include, but are not
limited to, preapproval of certain personal investi transactions by the Chief
Compliance Officer or her designee, annual cediitcy of compliance with the Code of
Ethics and requiring brokers to provide Halcyonhwituplicate confirmations of all
personal transactions and other periodic persatalumt statements. Halcyon provides a
copy of its Code of Ethics to any client, any ine@sor any prospective client or investor
that requests one.

Employees do not recommend to its advisory clieot,do they buy or sell for the client,

securities or other instruments in which they haweaterial financial interest. Halcyon’s
related persons invest personally in the clienalcibn has adopted written policies and
procedures governing the allocation of investmeppootunities among clients in a fair

and equitable manner in the event it has multipénts.

Halcyon has a comprehensive set of proceduresaiteftio ensure that we address any
potential conflicts that may arise between Emplsyeed our client when investing in the
same securities or instruments and to align ingestproperly. The Code of Ethics
generally provides that, subject to certain limigcteptions that do not pose potential
conflicts of interest and as otherwise authorizedwriting by the Chief Compliance
Officer or her designee, no Employee may purchasdai@ct transactions for the
purchase of securities and other instruments isqrexl accounts. The sale of securities
or other instruments by an Employee is subject teapproval from the Chief
Compliance Officer or her designee, subject totéohiexceptions. The Code of Ethics
also provides that all Employees must notify Haftyaf all relevant existing personal
accounts and must obtain approval from the Chiah@i@ance Officer or her designee
prior to the opening of a new personal accountpi€oof confirmations of all relevant
personal transactions and any other informatiorecghg account or transactional
activity involving personal accounts must be preddto Halcyon. In the limited
circumstances in which personal trading activiges permitted, the Chief Compliance



Officer or her designee approves all relevant psegotransactions involving personal
accounts prior to execution. The Chief Complia®@dfcer or her designee also conducts
a quarterly review of personal accounts to examabevant trades executed during the
previous quarter and related statements to determihether all the accounts are
maintained in compliance with the requirements i@sdrictions described above. To the
extent there is any finding relating to personatling activity that is inconsistent with

this policy, Halcyon will investigate and, as wimy breach of the firm’s policies, a

violation is subject to disciplinary action, inclag dismissal.

Brokerage Practices

In selecting broker-dealers and determining theorableness of their commissions for
our client’s transactions, Halcyon takes into actaau number of factors, including the
following: ability to secure future investment oppoities; quality and reliability of
brokerage services; commissions or other fees facuging the orders; price; the
broker’s or dealer’s facilities; financial respdmsiy; the ability of the broker or dealer
to effect transactions, particularly with regardaspects such as timing, order size and
execution of orders; and the research and othe&stment-related services provided by
the broker or dealer to Halcyon in compliance wahaction 28(e) of the Securities
Exchange Act of 1934, as amended (or in the casemdin instruments for which the
“safe harbor” is not available, Halcyon will evaleahe amount of spread charged in
relation to the value of the research and othekdrage services provided) to enhance its
general portfolio management capabilities, notwéhding the fact that our client may
not be direct or exclusive beneficiary of thesevisess. Halcyon executes trades for our
advisory client with broker-dealers with which Haa has other business relationships,
including prime brokerage, credit relationships aagdital introduction or investments by
affiliates of the broker-dealers in advisory cliegttities. We do not take client or
investor referrals into account in selecting brettealers.

Halcyon does not utilize “soft dollar” commissiotts purchase third-party research and
other services. We do, however, consider a brdkater’'s proprietary research in
selecting broker-dealers and determining the cosionisrates. Accordingly, Halcyon

may cause a client to pay a commission for effgctiiransaction for the advisory client
in excess of the amount another broker or dealerldvbave charged for effecting that
transaction, where it determines in good faith tthas commission is reasonable in
relation to the value of the brokerage and/or meteservices the broker or dealer
provides to Halcyon. Halcyon does not put a spedbllar value on the research or
brokerage services of any broker or dealer and dotsllocate the relative costs or
benefits of research, because Halcyon believes ttietresearch received is, in the
aggregate, of assistance in fulfilling Halcyon'semll responsibilities to our advisory

client.

The Halcyon Group’s Broker Review Committee meetgrterly to ensure that our
obligation to seek best execution in trading atiigifor the benefit of all Halcyon Group
advisory clients is being met. The Broker Revieantnittee, the members of which
include various officers and Employees, review rimily generated records and
externally prepared reports bearing on the selecbib broker-dealers, including: the



approved list of executing brokers; best executmrksheets completed by traders;
commission reports; gift and entertainment logsrchase and sale activity and fair value
of portfolios related to each executing brokeromtp analyzing the Halcyon Group’s use
of broker-dealers and; a report containing theltesd a broker vote by certain Halcyon
Group investment professionals. The researchaesthat broker-dealers might provide
include written information and analyses concerrspgcific investments, companies or
sectors; market, financial and economic studies fanecasts; statistics and pricing or
appraisal services; discussions with research peedo and invitations to attend
conferences or meetings with management or indusbnsultants. In some cases,
research services that are generated by thirdepamiay be provided by or through the
brokerage firm to which commissions are paid. Ugsatient transactions to obtain
research and other benefits which Halcyon doeshae¢ to buy or produce on its own
may create incentives that could result in cordlt interest. When Halcyon uses client
markups or markdowns to obtain research produatissanvices, it receives a benefit
because it does not have to produce or pay forebearch products and services. The
availability of these benefits creates the potérhat we might be influenced to select
one broker-dealer rather than another to performices for our client based on our
interest in receiving the products and servicelerathan on our client’s interest in
receiving the best execution prices. Obtainingé¢heenefits may cause our client to pay
higher fees than those charged by other brokeedealTo mitigate risks of conflicts of
interest, Halcyon does not permit our client tedirus to execute transactions through a
specified broker-dealer.

Trade Aggregation and Allocation

Halcyon has adopted policies regarding trade aggicegand allocations of investments.
Where appropriate, transactions for our advisolntimay be aggregated for execution
purposes with transactions of our advisory affgt clients, so long as Halcyon
determines in good faith that aggregation is likedyresult in relatively better prices,
lower commission expenses, beneficial transaciimmg or a combination of these and
other factors, provided that Halcyon is not reqiiite aggregate any trades. If purchases
or sales of assets for multiple clients are efi@ctenultaneously, and to the extent
aggregate transactions are executed at slightfgrdiit prices, the average transaction
price is used instead.

The client will be allocated investment opportwastisuitable in light of its investment
mandate, investment restrictions and guidelinesafy), available capital and other
relevant factors pursuant to the Halcyon Grouplscation policy. Halcyon and its
affiliated management companies, in their discretimake investment decisions with
respect to each client that may be the same asfferetit from those made for other
advisory clients. The Halcyon Group’s allocationligp requires Halcyon and its
affiliated management companies to act fairly aaditably over time in allocating
limited investment (and divestment) opportunitibsitt may be suitable for multiple
clients and to ensure that no client is intentipnalr systematically favored at the
expense of other clients, including as a resuliedfer compensation arrangements or the
level of proprietary capital invested in a clienThe Halcyon Group determines trade
allocation prior to the execution and, in the aloseaf other considerations, generally
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allocates each trade pro rata among all clientsviach such trade is appropriate on the
basis of the monthly opening capital balance ohegarticipating client (factoring in
redemptions, subscriptions and unused capital commenks, as applicable). The
Halcyon Group makes non pro-rata allocations ihtligf a variety of relevant factors
affecting client accounts, including account ligtyd(including cash availability, other
liquidity obligations in light of investor redemptis, commitments to other investments,
and availability of leverage); written investmermstrictions contained in applicable
investment management or other relevant operatgrigeanents; investment strategies
and time horizons; applicable legal and regulatestrictions, including whether or not
an account is deemed to be “plan assets” under £RiSk tolerance; advisory client
approval (in the case of clients that retain a éegof investment discretion); tax
considerations; applicable limitations on crediteacing and custody; rounding to
multiples of trading lot sizes or the avoidance coéating odd-lots; adjustments for
accounts in ramp-up or wind-down phases; prioritjprded to the clients of the
management company generating the investment ided; extraordinary corporate
actions or corporate events impacting a propodedation. To the extent our client and
the clients of our advisory affiliates participatean investment, they can do so through
the same operating subsidiary.

Review of Accounts

Halcyon has adopted policies regarding the revieth@advisory client’s portfolio. The
Risk Management Committee of Halcyon consists ef Bortfolio Managers or their
designees and certain other senior members of thkeyéh Group. The Risk
Management Committee regularly reviews the podfoli our client and generally meets
to review and recommend policy strategies thatcaresistent with the advisory client’s
investment objectives and policies. The memberth®fRisk Management Committee
consider macro-level economic and market trendsaardss the advisory client portfolio,
seeking to manage risk in a manner consistent auithclient’'s operating agreement.
This committee reviews and adjusts limits to positsize, industry exposure, capital
structure, and other risk/reward metrics. The cdbem also considers the strategy mix
and the biggest risks among the holdings, taking iaccount macro-economic
conditions, the regulatory framework, the politicéimate, and the potential for decline
within companies and/or specific industries. Aduhally, the Portfolio Managers review
the advisory client’s portfolio on a regular basigl make recommendations as necessary
on behalf of the portfolio.

Halcyon also actively manages counterparty, tedgwland operational risk as well as
conflicts of interest through various committeescluding our Risk Management
Committee as well as the Halcyon Group’s Pricingi®e Committee, the Information

Technology Committee, the Broker Review Committee, Client Relations Committee
and the Conflicts Committee.

We provide our client with financial information gameporting as may be agreed with it
pursuant to the operating agreement.

10
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Client Referrals and Other Compensation

Halcyon does not, nor do Employees, receive anp@oic benefit from non-clients for
providing advisory services to our client.

Custody

We do not have actual or constructive custody @& thent's assets. The client
established accounts with its own qualified custodand receives account statements
directly from the qualified custodian. We urge atlients to carefully review the
statements they receive from their qualified custiosl and compare them with the
periodic reports we may issue. The unaffiliatedegal partner of our client complies
with the requirements of Rule 206(4)-2 with respextthe annual audit of customer
accounts (performed in accordance with generalbgpted accounting principles by an
independent auditor), and the distribution of aedlifinancial statements to investors in
the client within 120 days of the end of the cliefiiscal year.

Investment Discretion

Scope of Authority

Halcyon accepts discretionary authority to mandgediient’s portfolio. We have the

authority to determine, without obtaining specdlent consent, which securities or other
investments to buy or sell, the amount of secwibieother investments to buy or sell, the
broker through which we effect trades, if any, dhd commission rates at which we
effect trades. By executing the governing docunaaat subscription agreement of the
client, each investor consents to the terms anditions in the operating agreements that
give Halcyon complete authority, subject to the uisgments set forth in these

documents, to manage the client’s investment progr&Vhile we have been given this

broad authority, Halcyon is committed to adherimg the investment strategy and

program set forth in the investment managementeageat with the client and the

client’'s operating agreement. Halcyon has proseasel procedures in place to verify
that it is complying with any client-imposed restions and adhering to the client’s

investment strategy and objectives. In particudar discussed in more detail in Section
10, the Risk Management Committee reviews our tfieatcount regularly to ensure that
we are observing our client’s investment strategies objectives.

Procedures for Assuming Authority

Prior to providing investment advice to our clienk required the client to appoint us as
discretionary agent and attorney-in-fact of thetfodio that we manage for the client.

This gives us discretionary authority to buy antll @ey securities and other instruments
in the amounts and at the prices that we deternsuigject to the terms of the client’s

operating agreement.
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14.

Voting Client Securities

Proxy Voting Policy

Halcyon’s policy is to review each proxy or infortiea statement on an individual basis
and to base its voting or consent decision orutlgment about what will best serve the
interests of its advisory client. In determiningnhor whether to vote proxies or provide
consents, Halcyon will not subordinate the econanterests of its advisory client to the
interests of other persons or to Halcyon's seliest. Decisions will be made by
relevant Portfolio Managers and based on the fiahmuterest of the advisory client in
light of the specific applicable investment strgtedcach proxy proposal will be
considered on its own merits, and an independeetmeation will be made whether to
support or oppose management’s position. Additignan certain circumstances,
Halcyon may determine, pursuant to its exercisigsdiduciary duty, that it is in the best
interests of its advisory client not to vote or sent or that a vote or consent is not
required, for example, where the client’s holdimge de minimis, when the proxy vote
covers only routine corporate business, or wheeeathvisory client's positions were
liquidated between the record date and the votdlidea

The Halcyon Group’s Operations Manager or his desmgnotifies relevant Research
Analysts of pending corporate actions involving tdvisory client portfolio. The
Research Analyst assigned to the transaction arisgconsults with a member of the
Investment Committee who is responsible for thénalte determination regarding the
proper vote or consent and with the Chief Compkaificer. If in reviewing the
corporate action, the Chief Compliance Officer ¢mnsultation with the Investment
Committee or others) determines that a materiaflicormay exist between Halcyon’s
interests and those of its advisory client, thee€kompliance Officer will inform the
Conflicts Committee of such potential material dohf The Conflicts Committee will
evaluate the potential or actual conflict and, onsultation with the member of the
Investment Committee, will determine if a matedahflict of interest exists, and if so
will determine the appropriate course of actiomdsolve the conflict in the interests of
its advisory client. If a conflict cannot be ressd, our client will be informed of the
conflict and explicit voting instructions will b@kcited.

If no material conflict exists, or has been resdlva member of the Investment
Committee will, in accordance with Halcyon’s fidagy duties, make a determination as
to how to vote the proxy and communicate the deciso the Research Analyst. The
Research Analyst will then communicate the decisigrthe member of the Investment
Committee to the Operations Manager, typically ptithe close of business on the day
prior to the vote deadline. The Operations Managédilizes the website
www.proxyvote.com to transmit the proxy vote or semnt, and receives confirmation of
the vote or consent from the website. Upon recefigaid confirmation, the Operations
Manager forwards the confirmation to the Chief Cbamze Officer or her designee. The
Chief Compliance Officer or her designee retains ififormation for six years from the
date the proxy vote or consent is executed.
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15.

Recordkeeping

Halcyon maintains the following records relatingxy voting: copies of our proxy
voting policies and procedures and any amendmpragy statements received for client
securities and other assets; records of proxy wssson behalf of our client; records of
written requests from our client and investors off olient for proxy voting information
and our written responses to any written or orguests; and any documents that our
Employees prepared that were material to decidiogv ho vote proxies or that
memorialize the basis for a proxy vote. Upon retjuesr client or any of its investors
can obtain (1) a copy of our proxy voting policesd procedures and (2) information
concerning proxy votes on its behalf.

Financial Information

Halcyon does not require nor do we solicit prepayntd more than $1,200 in fees from
our client, six months or more in advance. Halcysmot aware of any financial
condition that is likely to impair our ability toeet our contractual commitments to our
client. Halcyon has never been the subject ofrkitogotcy petition.
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