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ITEM 2 MATERIAL CHANGES

Arcadius Capital Partners Inc. is a new investnahiser and is filing Form ADV for
the first time. As a result, there are no mateiglnges to report.
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ITEM 4 ADVISORY BUSINESS

Arcadius Capital Partners Inc.Afcadius Capital” or the “General Partner’) is a
Canadian corporation and a registered investmewvisexdthat began operations in November
2014. Arcadius Capital, Arcadius Capital Partn@ds$) Inc., a Delaware corporation and
wholly-owned subsidiary of the General Partner (tBaib-Advisor’ and together with the
General Partner and its affiliated entitiegréadius” or the “Advisers’) and their affiliated
investment advisers (each named in Item 10 bel@thér Financial Industry Activities and
Affiliations™) provide investment advisory services to Arcadiugvaie fund clients. Each
Adviser is registered as an investment advisercitoance with SEC guidance under the
Advisers Act.

Two of Arcadius’ affiliated investment advisers, SWépital Partners Inc. and Tombar
Energy Holdings, Inc., together serve as the génedners of SW Energy Capital Limited
Partnership, a fund that has completed its investrogcle and is focused on managing and
identifying exit opportunities for its remainingviestments.

Arcadius’ client is Arcadius (SW) Energy CapitaP,La Delaware limited partnership
(the “Fund,” and together with any future private investméntds managed by Arcadius, the
“Arcadius Funds’ and each individually anArcadius Fund”). Arcadius Capital and the Sub-
Advisor are generally operated as a single advibasmess and are controlled by their principal
owners, Jay Brown, Don Hansen and Tym Tombar (Ematipals”).

The Fund is a private equity fund and invests thomegotiated transactions in operating
entities. Arcadius’ investment advisory services the Fund consist of identifying and
evaluating investment opportunities, negotiatingze8iments, managing and monitoring
investments and achieving dispositions for suchestwments. Investments are made
predominantly in non-public companies, although estments in public companies are
permitted. From time to time, the Principals drestpersonnel of Arcadius or its affiliates may
serve on the boards of directors of Fund portfoimpanies or otherwise act to influence control
over management of portfolio companies heldhgyFund.

Arcadius’ advisory services for an Arcadius Fune detailed in the applicable Arcadius
Fund's private placement memorandum, limited pasinp agreement and related
organizational documents, and are further descriidw under Item 8 below, “Methods of
Analysis, Investment Strategies and Risk of Loss.”

Investors in an Arcadius Fund (each amvéstor”) participate in the overall investment
program for the applicable Arcadius Fund, but mayekcused from a particular investment due
to legal, regulatory or other applicable constmintArcadius, on behalf of an Arcadius Fund,
may from time to time enter into side letter agreata or other similar agreements with one or
more Investors, which provide such Investors wddional or different rights (including with
respect to economic incentives, access to infoomagixcuse rights and liquidity terms) than the
Investors otherwise have pursuant to the applicAbt&adius Fund documents. Arcadius, on
behalf of an Arcadius Fund, may enter into sucle s&dters with any party as Arcadius may
determine, in its sole and absolute discretioramgttime. Arcadius may establish one or more
parallel investment funds to co-invest with any @&ditis Fund. References herein to the “Fund”



or any “Arcadius Fund” include any such parallaldstment funds. In addition, Arcadius may

form feeder fund vehicles or use alternative stmed to address particular legal, regulatory, tax
or other considerations particular to any investioclass of investors. Arcadius may also form
co-investment vehicles from time to time to co-isivalongside an Arcadius Fund in particular

investments.

Upon its registration, Arcadius will have $155.3limh in assets under management on a
discretionary basis.

ITEMS FEES AND COMPENSATION

General

The following provides a general description ofsieeompensation and expenses of the
Arcadius Funds. While the description below maygkeeerally applicable, fees and expenses
may vary and are further detailed in the govermiggeement(s) of the applicable Arcadius Fund.

Each Arcadius Fund’s limited partnership agreen@mnbther governing agreement(s)
describes the fees, compensation and expenses pftlicular Arcadius Fund in much greater
detail. As detailed below, Arcadius may receive R BManagement Participation (as defined
below) and carried interest in connection with pdowg investment advisory services to the
Fund. For other Arcadius Funds, Arcadius may kec@P Management Participation, carried
interest, other commitment-based fees or allocatioather performance-based fees or
allocations, expense reimbursements or other adtrative fees as detailed in such Arcadius
Fund’s limited partnership agreement or other gowgr agreement. Arcadius may also receive
additional compensation for any Arcadius Fund imrextion with management and other
services performed for portfolio companies of thecadlius Fund(s) and a portion of such
additional compensation may offset in whole or artpthe GP Management Participation or
other fees or allocations otherwise payable to &t The foregoing compensation is
collectively referred to herein as th&rtadius Compensation”

With respect to co-invest vehicles, to the extemy &es are charged or received by
Arcadius, such fees are generally negotiated oahéche-by-vehicle basis, but may include GP
Management Participation, carried interest, otl@nmitment-based fees or allocations, other
performance-based fees or allocations, expensebuvesements, other administrative fees or
additional compensation for other services, in eeabe similar to the types of compensation
described above and below relating to the ArcaBwsls.

Arcadius may exempt principals, employees, serdorsars and their related investment
vehicles from, and reduce large investors’ paymefytall or a portion of any Arcadius
Compensation. Any such exemption from full paymanArcadius Compensation may be made
by a direct exemption, a rebate by Arcadius, oough other Arcadius Funds or co-invest
vehicles in which an Investor participates. Arcadmay form co-invest vehicles that are not
subject to Arcadius Compensation or that are stibjec lesser amounts of Arcadius
Compensation than an Arcadius Fund with which tleeingest vehicle participates in
investments. Arcadius may also reduce any Arca@msipensation for certain large or strategic
investors through side letter arrangements.



GP Management Participation

During the commitment period of the Fund, the Fumtl pay Arcadius an annual
management participation (th&P Management Participatior) funded by each Investor in
the Fund (subject to certain exceptions as destrdi®ve) quarterly in arrears equal to 2.0%
calculated on: (i) aggregate capital commitmen@Gafital Commitments’), from the initial
closing date of the sale of Interests (defined Wglm the Fund (the Ihitial Closing”) through
the end of the quarter in which the fifth anniveysaf the final closing occurs or the Fund’s
active investment period otherwise terminates icoetance with its limited partnership
agreement; and (ii) invested capital (determinedfabke first day of each quarter) thereatfter.

Investors admitted to the Fund subsequent to th@&llClosing, and those Investors
increasing their respective Capital Commitmentssegbent to the Initial Closing, will
participate in the investments made by the Fundrpgd their admission, other than any prior
investment for which a binding written agreementdispose of such investment was signed prior
to the date of such admission or increase, ancesuty the General Partner’s right to exclude
subsequent Investors and increases from partioipaith one or more of the pre-existing
investments as described below. Such Investoiscuaitribute to the Fund an amount equal to
their proportionate share of all funded Capital @atments of Investors admitted in prior
closings, plus additional amounts computed aseasteihereon at a rate equal to 8% per annum
from the date of each applicable funding. The am®uaontributed by such Investors (other than
amounts attributable to the GP Management Partioipaand the additional amounts thereon,
which will be paid over to the General Partner)l Wi refunded to the previously-admitted
Investors and, other than the additional amounilspe/added back to such Investors’ respective
unfunded Capital Commitments and may be drawn dagamn by the Fund.

In the event of a material change in an investnsevdlue, the General Partner may, in its
sole discretion: (i) increase the cost of carryeothse to be paid to reflect such change in value,
or (ii) exclude subsequent Investors and increfits@s participating in such investment.

The General Partner, the Principals or their repgeaffiliates may receive structuring,
advisory, monitoring, financing, directors’ and ethsimilar fees in respect of the Fund’s
investments. Such fees received by the Generdhdtarthe Principals or their respective
affiliates from portfolio companies or prospectpartfolio companies will first be applied to pay
unreimbursed related expenses or transaction eapefnscluding those for unconsummated
transactions), and remaining amounts may be appiedduce current or future distributions of
the GP Management Participation (but not below zrdhe extent provided in the applicable
Arcadius Fund’s governing documents.

Carried Interest

An affiliate of the General Partner (th8pgecial Limited Partner’) will be entitled to
receive a carried interest with respect to the Fempglal to 20% of all realized profits subject to
an 8% annually compounded preferred return, as ridle described in the Fund’s limited
partnership agreement. The Special Limited Panvitrbe required, upon termination of the
Fund, to return distributions of carried interagb (o a maximum amount equal to the net after-
tax carried interest received by it from the Furid)the extent that the aggregate amount of



carried interest received by it from the Fund ersetihe aggregate amount of carried interest to
which the Special Limited Partner was entitled aumulative basis.

It is currently expected that any future Arcadiusés will have a similar fee structure.
Expenses

The Fund will bear all legal costs and other expenacurred in connection with: the
formation and organization of the Fund, the GenBeatner, the Sub-Advisor and any related
entities; the offering and sale of limited partigpsinterests in the Fund (thénterests,” and
when used in reference to any other Arcadius Fuedn® the limited partnership or similar
interests in such other Arcadius Fund) and itstedlaentities; the negotiation, execution and
delivery of definitive agreements and other documeelated to the Fund and its related entities,
including but not limited to legal, accounting, safting, marketing, mailing, courier, filing,
travel, printing and other start-up costs and egpsnand including placement fees (subject to a
corresponding reduction in the GP Management Raation for placement fees paid by the
Fund), and costs of the General Partner's and SihhbsAr's registration as an investment
adviser under the Advisers Act.

The General Partner will pay its own ordinary adstiative and overhead expenses
incurred in connection with managing the Fund, @pally being salaries, benefits and rent.

The Fund will pay all other expenses attributabléhie Fund’s operation and activities,
including but not limited to fees, costs, experaed liabilities that in the good faith judgment of
the General Partner are incurred by or arise outhefoperation and activities of the Fund,
including: (a) fees, costs, expenses and lialslitielated to the management, conduct and
operation of the Fund and its business or otheratisédutable to the existence of the Fund and
its related entities; (b) the GP Management Padt@n; (c) the fees, costs expenses and
liabilities relating to consummated portfolio ineents (including investments warehoused for
the Fund) and any syndication thereof, proposedumgbnsummated investments (including
investments proposed to be warehoused for the Fand)any proposed but unconsummated
syndication of investments, indebtedness, borrosyicgntingent commitments, guarantees and
temporary investments, including the evaluationyreimg, finding, investigation, negotiation,
acquisition, monitoring, holding, selling, exchamgior other disposition of any of the foregoing,
and any syndication costs, to the extent that $aeh, costs, expenses and liabilities are not
reimbursed by a portfolio company or other thirdspa; (d) fees and expenses related to or
arising from any letter of credit in respect of artplio company or a Fund liability or
commitment; (e) premiums for insurance protectihg Fund and any covered persons from
liabilities to third persons in connection with Fluaffairs and other insurance-related expenses;
() legal (including litigation), custodial, audig, accounting, valuation, data provider services
(including management systems and software) andnégtrative expenses, including expenses
associated with the preparation of the Fund’s fomrstatements, tax returns and Schedule K-1s
and any costs incurred in connection with a taxtaud/estigation, settlement or review of the
Fund, and including bank and custodial accountssamdices; (g) banking and external third-
party consulting expenses; (h) appraisal expensesuding all expenses and fees of any
appraisal firm); (i) expenses related to organizimgintaining and operating persons through or
in which portfolio investments may be made; (j) expes of the advisory committee (including



for meetings of the advisory committee); (k) regog compliance costs (including costs of
compliance consultants, costs in connection witkestment advisor compliance reviews and
examinations and costs in connection with perididigs such as Form ADV and Form PF); (l)
costs and expenses that are classified as extnaoydexpenses under generally accepted
accounting principles; (m) except as otherwise joiexy in the governing agreement(s) of the
applicable Fund, taxes and other governmentalgulaéory charges, fees and duties payable by
the Fund; (n) all travel costs, (0) damages, indéoation obligations and other litigation fees,
costs, expenses and liabilities; (p) costs of reppto the partners (including tax returns and tax
reporting) and of any annual meeting; (q) printamgl delivery expenses; (r) costs and expenses
of any intermediate entity; and (s) costs of wigdinp and liquidating the Fund; but not
including organizational expenses or General Pagrpenses. Brokerage fees may be incurred
in accordance with the practices set forth in Iitrbelow, “Brokerage Practices.”

Prior Fund

In consideration for managing the remaining assetSW Energy Capital Limited
Partnership, which is now closed to investors, Ais or its affiliates generally receive GP
Management Participation of 2% and carried intecdsP0%. Additional information with
respect to the fees, compensation and expenseSVoErgrgy Capital Limited Partnership is
provided in greater detail in its limited partnepshgreement.

ITEM6 PERFORMANCE -BASED FEES AND SIDE-BY-SIDE M ANAGEMENT

As described under Item 5 above, “Fees and Compiensathe Special Limited Partner
may receive a carried interest allocation on redliprofits attributable to Investors in the Fund.
Except for potential future co-invest vehicles, &daws Funds are generally subject to a carried
interest. The fact that certain persons pay atmaeried interest and others do not may present
a potential conflict of interest. Arcadius will téemine allocations of investment opportunities
in a manner that they believe is fair and equitableeach Arcadius Fund consistent with
Arcadius’ obligations to each such Arcadius Funtluding as set forth in the applicable
governing agreement(s) and Arcadius’ investmentation policy.

ITEM7 TYPES OF CLIENTS

Arcadius’ clients are the Arcadius Funds. The Fimd Delaware limited partnership
which operates as an exempt investment pool ur@etnvestment Company Act of 1940, as
amended (the 1940 Act). Arcadius Funds may include investment parthigs or other
investment entities formed under domestic or fardagyvs and operated as exempt investment
pools under the 1940 Act. The Investors partigqgatin the Arcadius Funds may include
individuals, banks or thrift institutions, othervestment entities, pension and profit-sharing
plans, sovereign wealth funds, trusts, estatehantable organizations or other corporations or
business entities and may include, directly or rimctly, principals or other employees of
Arcadius and its affiliates.

The Fund generally has a minimum investment amadr$5 million for third-party
investors, anthe Fund’s interests are offered and sold solelatoredited investors” as defined
under Regulation D of the United States Securifies of 1933, as amended (th&¢&curities



Act”) and “qualified clients” as defined under the Askrs Act. Such minimum investment
amount may be reduced by Arcadius at the discretibthe General Partner, subject to
applicable legal requirements. It is currently ested that any future Arcadius Funds will have
similar eligibility requirements.

ITEM 8 METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

General

Arcadius provides day-to-day investment advisonyises to the Arcadius Funds. The
following is a summary of the investment strategiad methods of analysis generally used by
Arcadius on behalf of the Arcadius Funds. More iteddadescriptions of the Arcadius Funds’
investment strategies and methods of analysis rarleded in the applicable private offering
materials and governing agreement(s) of the appécarcadius Fund. There can be no
assurance that Arcadius will achieve the investnodaectives of a given Arcadius Fund and a
loss of investment is possible.

Investment Strategy

The Arcadius Funds seek to generate long-termalagpipreciation by making profitable
private investments in small, U.S. and Canada-basatpanies operating in the upstream oil
and gas sector of the energy industry. Arcadiushagament team pursues a disciplined, value-
focused investment strategy designed to capitalizehe unique characteristics of the energy
industry and the complementary expertise of its agament team to achieve attractive absolute
and risk-adjusted returns with a view towards @ptrotection and value maximization. The
objective is to proactively identify and partnethwvhigh quality management teams in building a
portfolio of asset-backed investments. Arcadiugeeks to focus predominantly on acquisition
and exploitation opportunities rather than highsk-exploration.

The Fund will seek to invest primarily in equitycseities of private companies. The
Fund may also invest opportunistically in equitywsd@ies of public companies and in non-
equity securities of both private and public compan

Invest in Small, Geographically Focused Companies iCost Competitive Plays

The Advisers believe that the maturity of the camtional basins has led to increased
turnover of oil and gas assets and companies agce&ing opportunities that favor smaller
private and public companies with smaller initimbguction bases, lower cost structures, and
strong incentive alignment between investors andagament for value creation. These smaller
companies with acquisition- and exploitation-bastrhtegies acquire assets that are more
meaningful within their portfolio of properties thdor the seller. With a lower cost structure
and increased production resulting from greateragament attention and capital, higher returns
on investment may be achieved than for the origiwaher. Thus, an asset or project that may
not be attractive to a large company (and therefmtewarrant the allocation of management
resources or capital) because of smaller produstidiimes and insignificant profit contribution
relative to the company’'s overall portfolio may edweless be very attractive to a small
company where it would have a material impact olejawithin the framework of the small



company’s intentional management focus, lower stsicture and production base. Reflecting
those economies of scale, management teams of samfianies can adopt and execute a “buy,
build, and sell” strategy, whereby they acquire arddveloped assets from larger companies,
develop the properties principally through cost petitive drilling, and then sell the asset,
resulting in a relatively high turnover of companand assets. Additionally, the large number of
smaller oil and gas producers combined with thdosic capital intensity provides a large
number of investment opportunities for the Fundssét valuation levels and development cost
structures can vary widely from region to regionogs the U.S. and Canada. By investing in the
U.S. and Canada, Arcadius believes the Fund wileha broader market perspective and the
opportunity to compare and evaluate a wider rarigevestment opportunities.

The Fund will pursue positions in strategicallivantaged basins where there is regional
access to technical, valuation, and market insjgimd where the Principals have longstanding
relationships that drive proprietarily sourced deal’he Fund will focus on geographies where
the team has experience.

Target Low-Risk Underdeveloped Assets; Avoid HigheRisk Exploration

As the conventional oil and gas basins in NortheAoa mature, the balance of risk and
reward for exploration drilling deteriorates. Busss plans underpinned by producing oil and
gas assets with repeatable and predictable develaprdriling and exploitation capital
deployment opportunities but with relatively lindteexposure to higher-impact exploration
upside tend to be lower risk in nature. The undegl cash flow stream associated with
producing assets narrows the range of potentiasimient outcomes by creating a floor value
for investors and simplifies quantifying the impact returns of varying degrees of success or of
changes in industry conditions such as commodityepr In addition, the inherent stability of
producing assets offers the opportunity for finahengineering at the portfolio company level —
for example, the hedging of commodity prices oeiast rates, or the use of financial leverage.
Finally, the market for producing oil and gas assetelatively liquid due to the large number of
market participants and the rate at which assetsuaned over, thus mitigating the exit risks for
the Fund.

Focus on Exploitation Opportunities Based on Managaent Core Competencies

The global energy industry is a highly technicatl acomplex business requiring the
expertise of geologists, geophysicists, engindechinicians, and other scientists to successfully
identify, extract, process, transport, refine, andrket hydrocarbons from around the world.
This task has become increasingly more challengsgonventional hydrocarbon basins mature.
To earn attractive risk-adjusted returns it isicaily important for investors to partner with
talented, entrepreneurial management teams withoags combination of technical, operating,
financial, and managerial capabilities and thataatept at employing advanced technologies to
enhance asset value. Arcadius believes that thel’ &unvestment professionals are well
positioned to identify and invest with technicaigvvy management teams in pursuit of area
consolidation strategies seeking to establish dantipositions in focused areas with the goal of
adding incremental value through exploitation awl-tisk exploration.

Build Asset Bases Through Regional Consolidation tGapitalize on M&A Market



Dynamics

Oil and gas producers can attain operating costcapital synergies and greater control
over their facilities when their operations are gphically focused. As a result, large
concentrated assets trade in the private transactmarket at a premium to smaller,
geographically dispersed assets. There is valuénf@stors and companies in consolidating
areas where the acquisition cost metrics of accatimgl assets in a given geographic area is
meaningfully less than the ultimate sale price rogtof the consolidated package. With strong
technical acumen and staunch operations focus, geament teams can add further value
through better financial performance with productigrowth and unit cost improvements.
Having a strong management team with area knowleshgleexecution expertise is critical in
order to successfully execute this strategy. Iditadh, management teams with a thorough
understanding of property supply and demand inatie@ and access to negotiated or “one-off”
transactions have a significant competitive adwgmtaThe Arcadius management team brings
industry expertise, past transactional experienog relationships that provide insight into
regional asset supply and demand, asset valuai@ts| and market trends; as a result, Arcadius
believes the Fund will be positioned to executesssfully upon an area consolidation strategy.

Risks of Investment

The Arcadius Funds and their investors bear the afsloss that Arcadius’ investment
strategy entails. The discussion below enumeiadain risk factors that apply generally to an
investment in the Arcadius Funds. Prior to makimy anvestment in an Arcadius Fund,
investors should review the particular Arcadius dFanprivate placement memorandum for
additional information regarding risks and conflicf interest specific to the particular Arcadius
Fund.

General Risks

Prospective investors should be aware that antimesg in an Arcadius Fund involves a
high degree of risk. There can be no assuranceatha®¥rcadius Fund’s investment objectives
will be achieved or that an Investor will receiveyaeturn of or on its capital. In addition, there
will be occasions when Arcadius may encounter pgateconflicts of interest in connection with
the Arcadius Funds. The following consideratione among those that should be carefully
evaluated before making an investment in any Arcaéiund. As used in this Item 8, references
to an “Arcadius Fund” include the Arcadius Fund #&sdelated vehicles.

Risks Related to Investing in Arcadius Funds

Long-Term Nature of Investment; Illiquidity. An investment in an Arcadius Fund
requires a long-term commitment, with no certaiofyreturn. Generally, an Arcadius Fund’s
investments will be illiquid, and there can be sswance that any Arcadius Fund will be able to
realize on such investments in a timely mannert atlaThere may be little or no near-term cash
flow available to the Investors. Consequently, dgpons of such investments may require a
lengthy time period or may result in distributioms kind to the Investors. Arcadius Funds
typically will acquire securities that cannot bddsexcept pursuant to a registration statement



filed under the Securities Act, or in a private gelment or other transaction exempt from
registration under the Securities Act and that despvith any applicable non-U.S. Securities
laws. Additionally, the realizable value of a highlliquid investment may be less than its
intrinsic value. While an investment may be soldaay time, it is generally not expected that
partial or complete dispositions of investmentd vabult in a return of capital or the realization
of gains (if at all) for a number of years after iavestment is made. A variety of factors
(including economic conditions, asset conditionslitigal and regulatory considerations and
public opinion) could affect the ability of an Adtias Fund to buy or sell investments on
favorable terms.

No Market for Limited Partnership Interests, Restrictions on Transfers. An investment

in an Arcadius Fund is suitable only for certaiplssticated investors that have no need for
immediate liquidity in their investment and who erstand that they may lose all or a significant
portion of their invested capital. Investors mbst willing to bear the economic risk of an
investment in the Arcadius Fund for an indefiniexipd of time. The Interests have not been
registered under the Securities Act, the securities of any state of the U.S. or the securities
laws of any other jurisdiction; and, therefore, matnbe resold unless they are subsequently
registered under the Securities Act and other eplple securities laws or an exemption from
registration is available. It is not contemplaténdt registration of the Interests under the
Securities Act or other securities laws will ever éffected. There is no public market for the
Interests and one is not expected to develop. Aedtor may not assign or encumber any
Interest in an Arcadius Fund except with the pwokten consent of the General Partner (which
may be withheld in the General Partner's sole dismn), and subject to various other
limitations. Transfer of an Investor’s Interestan Arcadius Fund will not necessarily relieve
such Investor of its obligations in respect ofutgpaid capital commitment. Any credit facility
of an Arcadius Fund, which may be secured by agaledf unfunded capital commitments, may
impose additional restrictions on the transfergabibf Interests in the Arcadius Fund. Except in
extremely limited circumstances, withdrawals fromAacadius Fund will not be permitted.

No Assurance of Investment Return. An investment in an Arcadius Fund involves a
significant degree of risk. Arcadius cannot provadsurance that it will be able to choose, make,
and realize investments in any particular Arcadtusd. There can be no assurance that any
Arcadius Fund will be able to generate returns iferinvestors or that the returns will be
commensurate with the risks of investing in theetyb assets and transactions described herein.
There can be no assurance that any Investor va#ive any distribution from any Arcadius
Fund. Accordingly, an investment in an Arcadius dr@hould only be considered by persons
who can afford a loss of their entire investmenastPor current activities of Arcadius’
management team provide no assurance of futureessicdhere can be no assurance that
projected or targeted returns for any Arcadius Faritidbe achieved.

Investors Will Not Participate in Management of the Arcadius Fund. Arcadius will
have the exclusive responsibility for each Arcadiusd’s activities, including the management,
day-to-day operations and investment and dispositi@cisions for the Arcadius Fund.
Accordingly, an Investor must rely upon the abilday Arcadius in making, monitoring and
disposing of investments in a manner consisterit thie Arcadius Fund’s investment objectives
and policies. Investors will have almost no conteér their investments in any Arcadius Fund.
Investors will not have the opportunity to appromreestments or to independently evaluate the



information that will be utilized by Arcadius in dhselection, management or disposition of
investments.

Limited Access to Information. Investors’ rights to information regarding an Adass
Fund will be specified, and strictly limited, inettimited partnership agreement of the Arcadius
Fund. In particular, it is anticipated that Arcasliwvill obtain certain types of material
information from investments that will not be dsstd to Investors because such disclosure is
prohibited by contractual, legal or other obligatio Decisions by Arcadius to withhold
information may have adverse consequences for torseesn a variety of circumstances. For
example, an Investor that seeks to transfer iterésts may have difficulty in determining an
appropriate price for such Interests. Decisiongitbhold information also may make it difficult
for Investors to monitor Arcadius and its perforimanAdditionally, it is expected that Investors
who designate representatives to participate on Amyadius Fund’s Investor advisory
committee (fnvestor Advisory Committe€’) may, by virtue of such participation, have more
information about the Arcadius Fund and investmantsertain circumstances than other
Investors generally and may be disseminated infdoman advance of communication to other
Investors generally.

Dependence on Key Personnel. The success of an Arcadius Fund depends in suiadtan
part upon the skill and expertise of the membeth@fArcadius management team and the other
individuals employed by Arcadius. However, thera b& no assurance that such professionals
will continue to be associated with Arcadius thriooigt the life of the applicable Arcadius Fund.
The loss of one or more members of Arcadius’ mamesge team or other key personnel could
materially and adversely affect an Arcadius Fund #re performance of its investments. In
addition, if the Arcadius management team cannotea@n decisions affecting the Arcadius
Fund, it may adversely impact the investment resaifitthe Arcadius Fund, or result in the loss
of one or more of the members of the Arcadius mamemnt team. In such event, the Arcadius
Fund could have a diminished capacity to obtairestment opportunities, to capitalize upon
relationships in the oil and gas sector and toctfire and execute its potential investments and
dispositions. The Arcadius Fund may not be ableutcessfully recruit additional personnel and
any additional personnel that are recruited may hete the requisite skills, knowledge or
experience necessary or desirable to enhancedhmbent management.

Lack of Operating History and Experience. Each Arcadius Fund consists of one or more
newly formed entities that have not commenced djp@s prior to the Arcadius Fund’s initial
closing. Therefore the Arcadius Fund has no opegdtistory upon which prospective investors
may evaluate its performance or upon which an liovesan base its prediction of future success
or failure. In addition, although the Arcadius mgeaent team has significant experience in
making private equity investments in the upstredmrml gas sector, the General Partner and the
Sub-Advisor are recently formed entities also wiih operating history. Arcadius Funds are
permitted to make investments in markets in whicha#lius has no prior operating experience.
Accordingly, an Arcadius Fund may compete for asseith entities that may have greater
experience and knowledge of such markets and mag batter relationships with sellers,
brokers, lenders or others in such markets. Invastsnin new markets may require more
management time, staff support and expense in dadéevelop and maintain an appropriate
knowledge base and relevant relationships.
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Reliance on Portfolio Company Management. Arcadius Funds intend to seek
management rights, including board representatiasttwer rights, where appropriate. However,
there is no assurance that these rights, if sowglitbe obtained. Furthermore, even in cases
where an Arcadius Fund may be represented on mamajeboards or have other management
rights, the Arcadius Fund does not expect to havaciive role in the day-to-day operations of
its investments. The success or failure of mangiroArcadius Fund’s portfolio companies may
depend to a significant extent on the financial amhagement talents and efforts of specific
employees of such portfolio companies, whose dehsability or resignation could adversely
affect the performance of the portfolio companyatidition, the Arcadius Fund may co-invest
with non-affiliated co-investors whose ability tofluence the day-to-day management and
affairs of the portfolio companies’ investments nimegysignificant and even greater than that of
the Arcadius Fund.

Effect of Fees and Expenses. The Arcadius Fund will pay a GP Management
Participation share or other Arcadius CompensatiioArcadius and will bear all expenses of
such Arcadius Fund as described in Item 5 abovBach Arcadius Fund expects to incur
significant fund expenses. Arcadius Compensationh famd expenses are expected to reduce
actual returns to Investors. Certain Arcadius Camspaon and all fund expenses will be paid
regardless of whether the Arcadius Fund producegip® investment returns. If the Arcadius
Fund does not produce significant positive invesiinteturns, the Arcadius Compensation and
fund expenses could reduce the amount of the imezgtrecovered by an Investor to an amount
less than the amount invested in the Arcadius Fyrslich Investor.

Failure to Make Capital Contributions. The interests of an Arcadius Fund may be
materially and adversely affected by the failureaof Investor to meet its contribution or other
payment obligations to the Arcadius Fund (whethisirgy through an Investor’'s default, its excuse
or exclusion from one or more investments, or angeed withdrawal or removal from the
Arcadius Fund). If an Investor fails to make anytobution or payment to the Arcadius Fund for
any reason, the other Investors may be requiréahnobthe shortfall, with the consequence that the
non-defaulting Investors may have greater exposurethe Arcadius Fund’s investments or
liabilities than they otherwise would. An Inves®failure to make any contribution or payment to
the Arcadius Fund for any reason could also causeAtcadius Fund to be unable to meet the
Arcadius Fund’s obligations when due, which coulatenally and adversely impair the Arcadius
Fund’s ability to execute on its investment strateg to otherwise continue operations. In such
event, the Arcadius Fund may be subjected to sgnif liabilities or penalties that could matewall
reduce the returns to the participating Investmslyding non-defaulting Investors). A substantial
default by (or discontinued patrticipation of) onersore Investors would limit opportunities for
investment diversification and would likely negativaffect the Arcadius Fund’s economic results.

Public Disclosure Obligations. An Arcadius Fund may be required to disclose
confidential information relating to its investmerdand its financial results to third parties that
may request such information if and to the extagumred by federal, state or local law or
regulation applicable to the Arcadius Fund or ahyt®olnvestors, including any Investors that
are public agencies or governmental bodies. Sustiodiure obligations may adversely affect
certain Investors, particularly Investors who ac¢ atherwise subject to public disclosure of
information relating to the private holdings of éisnin which they invest.
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Side Letters. Arcadius, on behalf of an Arcadius Fund, may friamme to time enter into
letter agreements or other similar agreementse@olely, ‘Side Letters’) with one or more
Investors, which provide such Investors with addél or different rights (including with respect
to economic incentives, access to information, secughts and liquidity terms) than the
Investors otherwise have pursuant to the Arcadiusdis private placement memorandum and
limited partnership agreement. As a result of sBake Letters, certain Investors may receive
additional benefits that other Investors will neteive. Arcadius will not be required to notify
any or all of the other Investors of any such Sidters or any of the rights or terms or provisions
thereof, nor will Arcadius be required to offer Buadditional or different rights or terms to any or
all of the other Investors. Arcadius may enter siich Side Letters with any party as Arcadius
may determine, in its sole and absolute discretdmgny time. The other Investors will have no
recourse against any Arcadius Fund, Arcadius orddripeir affiliates in the event that certain
Investors receive additional or different rightdenms as a result of such Side Letters.

Certain Risk Related to an Arcadius Fund’s Investmats

Liability for Return of Distributions. An Investor’s capital commitment is susceptible to
risk of loss as a result of any liability of an Adius Fund irrespective of whether such liabilgy i
attributable to an investment to which such Investimtributed any capital. An Investor may be
required to return distributions made to such Itmesnder various circumstances, including to
meet Arcadius Fund obligations. In certain circianses, applicable law may require that an
Investor return previously received distributionghwinterest. In addition, an Investor may be
liable under applicable federal and state bankguptcinsolvency laws to return a distribution
made during the Arcadius Fund’s insolvency.

Competitive Market for Investment Opportunities. ldentifying and structuring
transactions in the natural resources sector ipetitive and competition is increasing. A number
of new funds and established funds with more gdimethinvestment capabilities have entered
into the natural resources sector as capital needlse North American energy industry have
increased and investment returns in other indgshdwe decreased. As global efforts are made to
respond to anticipated future population growthoremic development and increased
urbanization, and the effects of each of them,lmnber of funds and sources of investment
capital that have similar investment objectivesato Arcadius Fund, or that target similar
investment opportunities, is likely to increased auch funds and vehicles may have more
purchasing and negotiating power than the Arcadiusd. In addition, the availability of
investment opportunities generally will be subgecfinancial and market conditions as well as, in
some cases, the prevailing regulatory or politcdahate. Therefore, identification of attractive
investment opportunities is difficult and involvashigh degree of uncertainty, and competition
for such opportunities may become more intenserélfban be no assurance that any Arcadius
Fund will be able to locate, complete and exit stugents that satisfy the Arcadius Fund’s
investment objectives or realize upon their valmethat it will be able to invest fully its availkb
capital or to diversify the Arcadius Fund’s investrh portfolio. Additionally, competition for
appropriate investment opportunities may increéises reducing the number of opportunities
available and adversely affecting the terms upoichvimvestments can be made.

Limited Number of Investments; Lack of Diversity. The Arcadius Funds will focus on
investments in the energy industry, and in pargicuh the lower middle market segment of the
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upstream oil and gas sector. The Arcadius Fundsxgrected to participate in a limited number
of investments and, as a consequence, an Arcadid-aggregate returns may be substantially
adversely affected by the unfavorable performanteeven a single investment. Although
Arcadius will attempt to minimize risk, an Arcadiisind’s actual returns will be subject to
numerous factors beyond the Arcadius’s controllutiog among other things natural causes,
governmental regulation, competing responses tailptipn growth, economic development,
and increased urbanization, the successful impleatien of measures to counter any of the
foregoing, whether by way of political will, the widopment of new technologies for that
purpose or otherwise, and consumer needs and @ne&s. On any given investment, loss of all
or a portion of the Investors’ capital is possibleestors have no assurance as to the degree of
diversification in an Arcadius Fund’s investmerBgcause each Arcadius Fund’s investments
are expected to be concentrated within the enerdysiry, portfolio diversification will be less
than would be possible if the Arcadius Fund weréntest in a range of industries or sectors.
Such reduced diversification may increase the tyedf an Arcadius Fund’s returns, and could
reduce the Arcadius Fund’s returns relative to ™ivied funds to the extent that the energy
industry does not perform as well as other indestrAlthough the Arcadius Funds (other than
any co-invest vehicles) intend to diversify its estments among different assets, no assurances
can be given that any such Arcadius Fund will, anotf so diversify its investments. Arcadius
Funds may also make investments that are not dreergeographically. Arcadius Funds may
make investments for which third party financindlwe desirable but not necessarily available
(on desired terms or at all) at the time of investtn Such financing may never become
available, or a refinancing may not be able to m@mleted on desirable terms. This could result
in the Arcadius Fund having a variety of unintendedg-term investments or reduced
diversification. In addition, during the early stsgof an Arcadius Fund’s term, the Arcadius
Fund may hold more concentrated positions thath&ravise would.

Minority Investments. The Arcadius Funds may make minority equity inwestts in
portfolio companies where an Arcadius Fund may lm®table to protect its investment or to
control or influence effectively the business dia@é of such entities to the same extent as it
would in a controlled investment. An Arcadius Fundy be adversely affected by actions taken
by the majority equity holder(s) of the portfoliomapanies in which it invests.

Control Positions. An Arcadius Fund (alone, or together with otherestors, including
other investment vehicles sponsored by Arcadiusy ba deemed to have a control or
management position with respect to one or morth@iortfolio companies in which it has an
investment. This in turn could expose the Arcadiusd to risk of liability for environmental
damage, product defects, failure to supervise n@nagt, violation of governmental
regulations, violation of fiduciary duties to miitgr owners and other types of liability,
including, in the case of debt investments, leridéility.

Investments in Unlisted Securities. The Arcadius Funds may invest in companies the
securities of which may not now and may never bbliply traded or listed on a securities
exchange. Companies whose securities are unliseediad subject to the same disclosure and
other investor protection requirements that areliegdpe to companies with listed securities.
These investments may be difficult to value anceb or otherwise liquidate, and the risk of
investing in such companies is generally much gretitan the risk of investing in listed or
publicly traded companies.
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Investments in Less Established Companies. Arcadius Funds may invest a portion of
their assets in smaller, less established or sfatompanies. Investments in such companies
may involve greater risks than are generally assediwith investments in more established
companies. To the extent there is any public mdidkethe securities held by an Arcadius Fund,
such securities may be subject to more abrupt enaticemarket price movements than those of
larger, more established companies. Less establisfEmpanies tend to have smaller
capitalizations and fewer resources and, theremeepften more vulnerable to financial failure.
Such companies also have shorter operating histonewhich to judge future performance and
may experience start-up related difficulties the¢ aot faced by established companies. The
Arcadius Funds have not established any minimunitalggation or operating history for the
companies in which they will invest. In the evehfraud by any company in which an Arcadius
Fund invests, the Arcadius Fund may suffer a daotiatotal loss of capital invested in that
company. There can be no assurance that any ssséslavill be offset by gains (if any) realized
on the Arcadius Fund’s other investments.

Co-Investment Opportunities. The Arcadius Funds may co-invest in one or more
investments with certain strategic investors, lesdlvestors (or affiliates thereof) and/or other
third parties through joint ventures or other égijt which parties in certain cases may have
different interests or superior rights to thosehef Arcadius Fund. The Arcadius Funds may not
have control rights over certain of their investtseand, therefore, may have a limited ability to
protect their position therein. In addition, thecAdius Funds’ investments will be subject to typica
risks in connection with third-party involvemenhcluding the possibility that a third-party may
have financial difficulties resulting in a negatwepact on such investment, may have economic or
business interests or goals that are inconsistéhtthhose of the Arcadius Fund, or may be in a
position to take (or block) action in a manner camt to the Arcadius Fund’s investment
objectives. The Arcadius Fund may also in cert@ioumstances be liable for the actions of its
third-party partners or co-investors. Investmengglenwith third parties in joint ventures or other
entities may involve carried interests or fees péy#o such third-party partners or co-investors,
thereby reducing the distributions to the Arcadiusd. In addition, such co-investments may or
may not be on substantially the same terms anditamslas the Arcadius Fund, and such different
terms may be disadvantageous to the Arcadius Furtd any Investor participating directly or
indirectly therein.

Investment in Troubled Assets. The Arcadius Funds may make investments in paotfol
companies that are experiencing or are expectexperience financial difficulties which may
never be overcome. These financial difficulties mayse such portfolio companies to become
subject to bankruptcy proceedings and could, itagecircumstances, subject the Arcadius Fund
to certain additional potential liabilities whicham exceed the value of the Arcadius Fund’s
investment therein. Additionally, under certaincaimstances, payments to the Arcadius Fund
and distributions by the Arcadius Fund to the Iheesmay be reclaimed if any such payment or
distribution is later determined to have been adtdent conveyance, preferential payment or
similar transaction under applicable bankruptcy msdlvency laws.

Risks in Effecting Operating Improvements. In some cases, the success of an Arcadius
Fund’s investment strategy will depend, in parttlnability of the Arcadius Fund to restructure
and effect improvements in the operations of afpliwtcompany. The activity of identifying
and implementing restructuring programs and opagaitmprovements at portfolio companies
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entails a high degree of uncertainty. There camdassurance that the Arcadius Fund will be
able to successfully identify and implement sudtrtesturing programs and improvements.

Reinvestment. Under certain circumstances, proceeds distribataar previously
distributed) to the Investors that constitute ametof capital contributions may be retained and
reinvested (or recalled for reinvestment) by Aroador used (or recalled for use) by the
Arcadius Fund for any other proper purpose. Amoantslable for recall will be restored to the
Investors’ respective available capital commitme/tscordingly, an Investor may be required
to fund for investments or expenses during the teftie Arcadius Fund an aggregate amount
that significantly exceeds its capital commitment.

Need for Additional Funds. Following its initial investment in an asset, arcadius Fund
may need or deem it appropriate to provide addiidands for the investment. There is no
assurance that the Arcadius Fund will be willingberable to fund such follow-on amounts, or
that the Arcadius Fund will have sufficient uncortted capital or available cash to provide
additional funds to an asset in excess of its oaiginvestment. Any decision by an Arcadius
Fund not to make follow-on investments or its ifigbto make such investments may have a
substantial negative impact on an investment i réesuch additional capital and may diminish
the Arcadius Fund’s ability to influence the invasnt’s future development and operation.

Accuracy of Third Party Information. Arcadius may select investments for the Arcadius
Funds, in part, on the basis of information ancaddéd by issuers with various government
regulators or made directly available to Arcadiys third parties. Although Arcadius will
evaluate all such information and data and willimadly seek independent corroboration when
Arcadius considers it is appropriate and when soectroboration is reasonably available,
Arcadius may not be in a position to confirm thenpdeteness, genuineness or accuracy of such
information and data, and in some cases, complatk accurate information may not be
available.

Risk Relating to Due Diligence and Conduct at Portfolio Companies. Before an
Arcadius Fund makes an investment, Arcadius wildwawt such due diligence as it deems
reasonable and appropriate based on the factsisnanstances applicable to the investment.
Due diligence may entail evaluation of importantd acomplex business, financial, tax,
accounting, environmental and legal issues as agebackground investigations of individuals.
Outside consultants, legal advisors, accountaméesiment banks and other third parties may be
involved in the due diligence process to varyingrdes depending on the type of investment.
Such involvement of third-party advisors or corsuois may present a number of risks primarily
relating to reduced control of the functions that autsourced. In addition, if the Arcadius Fund
is unable to timely engage third-party providets ability to evaluate and acquire more complex
targets could be adversely affected. When condgictire diligence and making an assessment
regarding an investment, the Arcadius Fund wily i@h the resources available to it, including
information provided by the target of the investinand, in some circumstances, third-party
investigators. Due diligence investigations witkgect to any investment opportunity may not
reveal or highlight all relevant facts that may becessary or helpful in evaluating the
investment opportunity. Moreover, due diligenceeishigations will not necessarily result in an
investment being successful. There can be no assethat attempts to identify risks associated
with an investment will achieve their desired etfecPotential investors should regard an
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investment in any Arcadius Fund as being spec@atind having a high degree of risk. For
example, there can be no assurance that any Asc&dind will be able to detect or prevent
irregular accounting, employee misconduct or offerdulent practices during the due diligence
phase or during its efforts to monitor an investh@nan ongoing basis. In the event of fraud by
any portfolio company or any of its affiliates, tAecadius Fund may suffer a partial or total loss
of capital invested in that portfolio company. Asid@ional concern is the possibility of material
misrepresentation or omission on the part of thefglm@ company or the seller of assets
acquired by a portfolio company. Such inaccuracynoompleteness may adversely affect the
value of the Arcadius Fund’s investments in the@#d portfolio company. The Arcadius Funds
will rely upon the accuracy and completeness ofasggntations made by portfolio companies
and/or their owners in the due diligence procesthéoextent reasonable when they make their
investments, but cannot guarantee such accuraoynopleteness.

Expedited Transactions. Investment analyses and decisions by Arcadius ioay
undertaken on an expedited basis in order for tleadius Fund to take advantage of investment
opportunities. In such cases, the information avdel to the Arcadius Fund at the time of an
investment decision may be limited, and the Arcadiund may not have access to the detailed
information necessary for a full evaluation of theestment opportunity.

Projections. The Arcadius Funds may rely upon projections dgyed by Arcadius or
other transaction parties or third party reportsiceoning an investment's expected future
performance and cash flow. Projections are inhgreutbject to uncertainty and factors beyond
the control of the persons making such projectidine inaccuracy of certain assumptions, the
failure to satisfy certain financial requirementelahe occurrence of other unforeseen events
could materially and adversely impair the real@atof projected values and cash flows.

Reliance on Valuations. Investments will be valued periodically by ArcasliltAny such
valuation, however, is a subjective analysis offliremarket value of an asset, and requires teetis
techniques that are costly and time consuming dmdately provide no more than an estimate of
value. Valuations may result in adjustments of acadlius Fund’s aggregate fair market values or
gross or net internal rate of return calculatidrigere can be no assurance that the Fund’'s aggregate
fair market values or gross or net internal rategtorn, as calculated based on such valuatioitls, w
be accurate on any given date, nor can there bassoyance that the sale of any asset would be at a
price equivalent to the last estimated value df sisset.

Risks Relating to the Energy Industry

Acquisition, Drilling, Exploration and Development Risks. The Arcadius Funds are
expected to invest in businesses involved in exmyofor, acquiring, drilling, developing and
operating oil and gas properties, which involve yndasks. In making acquisitions of oil and gas
assets, the Arcadius Funds and their portfolio comgs must rely on estimates of oil and gas
reserves. The process of estimating oil and gasrves is complex, requiring significant
decisions and assumptions in the evaluation oflaai geological, geophysical, engineering
and economic data for each reservoir. As a resutth estimates are inherently imprecise. The
drilling and development of oil and gas propertias be a speculative business involving a high
degree of risk and the use of new technologiesafl gas drilling and fracturing may involve
unprofitable efforts, not only from dry holes, aiso from wells that are productive but do not
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produce sufficient net revenues to return a prafier drilling, operating and other costs. In
addition, drilling risks may include encounteringexpected formations or pressures, premature
declines of reservoirs, blow-outs, equipment fatuand other accidents in completing wells and
otherwise, cratering, sour gas releases, uncoalellflows of oil, natural gas or well fluids,
adverse weather conditions, pollution, fires, spdhd other environmental risks. These risks
could result in substantial losses due to personaty or loss of life, severe damage to and
destruction of property and equipment and polluttwrother environmental damage and may
result in the curtailment or suspension of thelatexl operations. There can be no assurance that
all portfolio companies will be fully insured agatnall risks inherent to their businesses. If a
significant accident or event occurs that is ndliy funsured, it could adversely affect a portfolio
company'’s operations and financial condition.

Environmental Matters. Environmental laws, regulations and regulatoryiatikes play

a significant role in the energy industry and cameha substantial impact on investments in this
industry. For example, global initiatives to minezaipollution have played a major role in the
increase in demand for natural gas. Converselyuired| expenditures for environmental
compliance have adversely impacted investmentngstunra number of segments of the industry.
The energy industry will continue to face consididgaoversight from environmental regulatory
authorities. The Arcadius Funds may invest in pdidfcompanies that are subject to changing
and increasingly stringent environmental and healtd safety laws, regulations and permit
requirements. There can be no guarantee that stk @nd risks regarding compliance with
environmental laws and regulations can be identifldew and more stringent environmental
and health and safety laws, regulations and peragjtirements or stricter interpretations of
current laws or regulations could impose substhatiditional costs on portfolio companies or
potential investments. Compliance with such cur@nfuture environmental requirements does
not ensure that the operations of the portfolio panies will not cause injury to the environment
or to people under all circumstances or that théf@m companies will not be required to incur
additional unforeseen environmental expendituresrddver, failure to comply with any such
requirements could have a material adverse effe@ portfolio company, and there can be no
assurance that portfolio companies will at all smemply with all applicable environmental
laws, regulations and permit requirements. Undertagce circumstances, environmental
authorities and other parties may seek to impossopal liability on the limited partners of a
partnership (such as the Fund) subject to envirotahéability.

Volatility of Commodity Prices, Marketing Considerations. Oil and natural gas prices
have been particularly volatile in recent monthgshwiotable excess supply bringing prices
sharply lower. The performance of investments & Arcadius Funds may be substantially
impacted by changes in the prevailing prices ofad natural gas. Historically, the markets for
oil and natural gas have been volatile, and suctkets are likely to continue to be volatile in
the future. Prices for oil and natural gas areestthjo wide fluctuation in response to relatively
minor changes in the supply of and demand for odl aatural gas, market uncertainty,
speculation and a variety of additional factorg #iv@ beyond the control of the Arcadius Funds.
These factors include the level of consumer prodieand, the refining capacity of oil
purchasers, weather conditions, domestic and n&-gbvernmental regulations, the price and
availability of alternative fuels, political condins in the Middle East and Africa, actions of the
Organization of Petroleum Exporting Countries, tioe-U.S. supply of oil and natural gas, the
price of non-U.S. imports and overall economic dbods. In addition, changes in commodity
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prices within North America can vary widely fromeotocation to the next dependent upon the
characteristics of the production and the availgbdf gathering, transportation, processing and
storage facilities used to transport the oil and gamarkets. Although it is expected that an
Arcadius Fund’s portfolio companies may enter ifwancial hedging contracts to mitigate the
impact of changes in commodity prices, these firdrtedging transactions will not extend for
the entire life of the companies’ hydrocarbon praun and may not be able to protect the
portfolio company from changes in commodity pridesaddition, changes in commodity prices
within North America can vary widely from one lorat to the next dependent upon the
characteristics of the production and the availgbdf gathering, transportation, processing and
storage facilities used to transport the oil ansl gamarkets. Although changes in prices can be
mitigated to some extent by hedging activities g the purchase and sale of financial
futures contracts, these contracts are typicallyedrbased on certain main transportation hubs,
and in many cases there is no readily availablehotkebf protecting changes in commodity
prices between the prices at these hubs and tim @bwhich the commodities are sold in the
local market in which they are produced.

Energy Regulatory Risks. The energy industry is subject to comprehensivaddrstates
and non-U.S. federal, state and local laws andla&guns. Present, as well as future, statutes and
regulations could cause additional expenditurestriotions and delays that could materially and
adversely affect the portfolio companies and thespects of an Arcadius Fund. The Arcadius
Fund’s portfolio companies could be materially @udersely affected as a result of statutory or
regulatory changes or judicial or administrativeerpretations of existing laws and regulations
that impose more comprehensive or stringent remérgs on such companies. Moreover,
additional regulatory approvals, including withdirhitation, renewals, extensions, transfers,
assignments, reissuances or similar actions, megrbe applicable in the future due to a change
in laws and regulations, a change in the compagiestomers or for other reasons. There can be
no assurance that a portfolio company will be ablé) obtain all required regulatory approvals
that it does not currently have or that it may bgquired to have in the future; (ii) obtain any
necessary modifications to existing regulatory apals; or (iii) maintain required regulatory
approvals. Delay in obtaining or failure to obta@nd maintain in full force and effect any
regulatory approvals, or amendments thereto, oayder failure to satisfy any regulatory
conditions or other applicable requirements coulev@nt operation of a facility or sales to or
from third parties or could result in additionakt®to a portfolio company.

Regulation of Greenhouse Gases. There is a growing consensus in the U.S. and @joba
that emissions of greenhouse gas€SHGs”) are linked to global climate change and this
consensus may lead to more stringent regulatigdH®s in the future. Increased public concern
and mounting political pressure may result in mmternational, U.S. federal or U.S. regional
requirements to reduce or mitigate the effects B3S. While Congress has from time to time
considered legislation to reduce emissions of GHI@se has not been significant activity in the
form of adopted legislation to reduce GHG emissatihe federal level. However, the EPA has
recently announced that it will propose regulatiomslirectly regulate and require reductions to
methane emissions from the oil and gas industrytaie states participate in the Regional
Greenhouse Gas Initiative, which is intended tdibt@ and reduce emissions of GHGs. In
addition, the United States Supreme Coulassachusettsv. Environmental Protection Agency
ruled that the United States Clean Air Act authesiregulation of GHGs.
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In January 2015, the U.S. federal government arcexlia new goal to cut oil and gas
sector methane emissions by 40-45% from 2012 lebgls2025, with such cuts to be
accomplished with the implementation of a new ERW/e restablishing methane and volatile
organic compound standards for new and modifiedaodl gas production sources, to be
finalized in 2016, among other new rules and coafper strategies. Additionally, future
lawsuits brought by environmental groups underiepple laws and regulations may result in
EPA regulation of methane emissions from existiigaad gas production sources as well.
Compliance with these changes could be costly anddchave a material adverse economic
impact on investments in the oil and gas sector.

While Arcadius will endeavor to take into accoumtising and anticipated future
applicable GHG and methane emissions regulationtsininvestment decisions, substantial
limitations on GHG emissions or any change in thgutation of GHGs and/or methane
emissions could adversely affect the demand foawd gas, and ultimately impact a portfolio
investment or make certain future investments uralas.

Changes in Regulation. Regulatory changes in a jurisdiction where a pébotfo
investment is located may make the continued operaf the portfolio investment infeasible or
economically disadvantageous and any expenditussterto date by such portfolio investment
may be wholly or partially written off. The locatis of the portfolio investments may also be
subject to government exercise of eminent domawep@r similar events. Any of these changes
could significantly increase the regulatory-relatedanpliance and other expenses incurred by the
portfolio investments and could significantly reduar entirely eliminate any potential revenues
generated by one or more of the portfolio investisiewhich could materially and adversely
affect returns to the Arcadius Funds.

Broken Deal Expenses. Investments in the energy industry often reqexeensive due
diligence activities and regulatory approvals prioracquisition. Due diligence may include,
without limitation, feasibility and technical stedi preliminary engineering and marketing
studies, and legal and environmental review, anglbof which may entail significant third-
party expenses. In the event that an investmenbisconsummated, the applicable Arcadius
Fund(s) may bear some or all of such third parpeases and any termination fees.

Documentation and Other Legal Risks. Upstream oil and gas projects and related
projects are typically governed by complex legaleaments. As a result, there can be a higher
risk of dispute over interpretation or enforcedapibf the agreements. It is not uncommon for
upstream oil and gas assets to be exposed to etywarf other legal risks including, but not
limited to, legal action from special interest gosulInterest groups may use legal processes to
seek to impede particular projects to which they@yposed.

Land Title Risks. Certain portfolio investments may require large aareof land
(including undersea territory) to install and operdneir equipment and associated infrastructure.
The rights to use the necessary land may be oltaimeugh freehold title, easements, leases
and other rights of use. Different jurisdictionoptldifferent systems of land title, and in some
jurisdictions it may not be possible to ascertafirdtively who has the legal right to enter into
land tenure arrangements with portfolio investmelmaddition, the grantor’s fee interests in the
land which is the subject of such easements arsgseare or may become subject to mortgages
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securing loans, other liens (such as tax liens)aher lease rights of third parties (such as kease
of oll, gas, coal or other mineral rights). As aulg, a portfolio investment’s rights under such
leases or easements are or may be subject anddsdierto the rights of third parties. It is also
possible that a default by the grantor under anytgage could result in a foreclosure on the
grantor’'s interest in the property and thereby teate the portfolio investment’s right to the
leases and easements required to operate suctlipartfestment. Similarly, it is possible that a
government authority, as the holder of a tax lieauld foreclose upon a parcel and take
possession of the portion of the portfolio investtrecated on such parcel. The rights of a third
party pursuant to a superior lease (such as le#sei§ gas or other mineral rights) could also
result in damage to or disturbance of the physissiets of a portfolio investment or require
relocation of portfolio investment assets. If amytflio investments were to suffer the loss of
all or a portion of their underlying real estatéenests or equipment as a result of a foreclosure
by a mortgagee or other lienholder of a land paroeldamage arising from the conduct of
superior leaseholders, such portfolio investmenperations and revenues may be adversely
affected. In addition, any declaration of nativéetor other indigenous rights in respect of land
on which portfolio investments are located may asky affect the owner or occupier of that
land. While the Fund will generally seek to conddcte diligence in such jurisdictions to
determine the extent to which portfolio investmemtsy be affected by indigenous rights, it may
not be possible to mitigate or remove a risk asgediwith indigenous claims.

Fragmented Industry. Although the North American energy industry is Hygh
fragmented, which Arcadius believes enhances thmompnity to deploy its acquisition and
exploitation investment strategy for the Arcadiusés, it is possible that one or more segments
of the industry could cease to be as fragmentea rasult of significant investments by a group
of dominant consolidators. The performance of amadius Fund’'s investments could be
materially adversely impacted in the event that idemt consolidators materialize within a
segment of the energy industry in which the Arcadtund is invested.

Reliance on Financial and Engineering Projections. Arcadius expects to establish the
capital structure of the companies in which theaflias Funds invest on the basis of its financial
projections for such companies, which will normaliye based primarily on management
projections. In addition, for companies engagedtha production of oil and natural gas,
significant reliance will be placed on the compahiengineering analysis. Estimates of
hydrocarbon reserves, by necessity, are projectmsed on engineering data involving a
subjective process of estimating the quantity oflerground accumulations of hydrocarbons,
projections of future rates of hydrocarbon productitiming of capital expenditures and future
commodity prices. Such projections will be estirsatd future results, based on assumptions
made at the time that the projections are developed there can be no certainty that these
results will be obtained. In fact, actual resultaynvary significantly from projections. General
economic conditions and other factors, such agdsteates and commodity prices, which are
not predictable, can have a materially adverse anppon actual results.

Operational and Technical Risks. The Arcadius Funds’ investments may be subject to
operating and technical risks, including the rigkn@chanical breakdown, spare parts shortages,
failure to perform according to design specificasip failure to meet expected levels of
efficiency, availability or output, increases inst® of fuel or other necessary supplies, pipeline o
offtake disruptions, power shutdowns, labor stridabor disputes, work stoppages and other

20



work interruptions, and other unanticipated evevitgch adversely affect operations. While the
Arcadius Funds expect to seek investments in weiieditworthy and appropriately bonded and
insured third parties may bear certain of thesksrithere can be no assurance that any or all
such risk can be mitigated or that such partiepresent, will perform their obligations. The
long-term profitability of an Arcadius Fund’'s assednce constructed, is partly dependent upon
the efficient operation and maintenance of thetasseefficient operations and maintenance, or
limitations in the skills, experience or resourcé®perating companies, may reduce returns to
Investors.

Catastrophic and Force Majeure Events, Availability of Insurance. The Arcadius
Funds’ investments may be subject to catastroplgate and other force majeure events, in the
construction, technical and operational phasesh g fires, earthquakes, adverse weather
conditions, changes in law, eminent domain, watsriterrorist attacks and similar risks. These
events could result in the partial or total losaofinvestment, significant down time resulting in
lost revenues, and injury or loss of life, as wadl litigation related thereto, among other
potentially detrimental effects. Losses from suakastrophic events may be either uninsurable
or insurable at such high rates that to maintagih flwverage would cause an adverse impact on
the related investments. To the extent lossesecklat such events are insurable at all, they may
have high deductibles and other important limitagioon coverage. As a result, not all
investments may be insured against such eventssuch insurance may be obtained
notwithstanding the high cost.

Conflicts of Interest

Potential Conflicts Generally. Arcadius may encounter potential conflicts oenefst in
connection with the Arcadius Funds’ interests, &see activities (including certain conflicts of
interest as among the interests of different Angsidtund vehicles). If any matter arises that
Arcadius determines in its good faith judgment tiuies an actual conflict of interest, Arcadius
may take such actions as may be necessary or agbeofo ameliorate the conflict and upon
taking such actions Arcadius will be relieved oy aesponsibility for such conflict. By acquiring
an Interest in an Arcadius Fund, each Investor W@l deemed to have acknowledged the
existence of any such actual or potential confladtsterest and to have waived any claim with
respect to any liability arising from the existerméeany such conflict of interest.

Certain Affiliate Transactions. The Arcadius Funds may, from time to time, make
investments in, or in association with, certaintlod portfolio companies currently owned (in
whole or in part) by SW Energy Capital Limited Parship. In the event the applicable
Arcadius Fund seeks the approval of its Investovigaty Committee or (ii) takes other steps
necessary to demonstrate that such transactiores be®an completed on an arm’s length basis,
Arcadius will be absolved from liability for suclomwflicts.

Carried Interest; Clawback of Distributions May Be Insufficient. The existence of
Arcadius’s carried interest or GP Management Hpdion share or other Arcadius
Compensation, as applicable, may create an ineeritiv Arcadius to make riskier or more
speculative investments on behalf of an ArcadiusdAinan would be the case in the absence of
this arrangement. In certain limited circumstandé® amount of carried interest could be
calculated based on the fair market value of namadistributions, which could result in a
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valuation for purposes of determining the carriggriest that exceeds any cash value ultimately
achieved. The GP Management Participation shanasiwas of an Arcadius Fund and the terms
of an Arcadius Fund relating to other fee incomeyra#so create an incentive to seek out
investments which would provide the opportunity ¢arn other fee income and to make
investments earlier during the term of the Arcadiusd than would be the case in the absence
of such arrangements. The carried interest mayidtaebdited prior to the final liquidation of all
of the Arcadius Fund’s investments and prior tamahg all of the capital invested by Investors.
If the Arcadius Fund experiences significant lossiésr having made distributions of the carried
interest to Arcadius, then it is possible thatdggregate cumulative amount distributed to all of
the Investors upon final liquidation of the Arcasliftund would be less than the Investors’
aggregate capital contributions plus the cumulativgpaid amount of the preferred return
thereon. In such a case, Arcadius may be requoembntribute to the Arcadius Fund all or a
portion of the carried interest distributions poasly received to restore the deficiency;
however, such clawback obligations will be compubedan “after-tax” basis. Such calculated
amounts may not be sufficient to return to an Itme#s capital contributions or any return
thereon.

Other Activities of Management. Arcadius and its management team will generally
devote such time as is reasonably necessary taicotite business affairs of the Arcadius Funds
in an appropriate manner. However, the Arcadiusagament team will work on other projects,
including but not limited to, SW Energy Capital Lied Partnership’s existing corporate
investments, and other Arcadius Funds and thegstments, in the normal course of business.
Accordingly, conflicts may arise in the allocatiohmanagement resources.

Relationship with SW Energy Capital Limited Partnership and SW Capital Partners
Inc. The Principals continue to own and manage SWt@laBartners Inc., which is registered
under SEC guidance as a Relying Adviser (defindoMgeof Arcadius Capital. The Principals,
through SW Capital Partners Inc., manage SW En@apjital Limited Partnership, which has
investment objectives similar to those of the Fand is continuing to complete its investment
program.

Joint Venture Partners. Joint venture investments may, under certainuoistances,
involve risks not otherwise present, including gessibility that the co-venturer might become
bankrupt, that such co-venturer might at any tirmeeheconomic or other business interests or
goals which are inconsistent with the businesgasts or goals of the applicable Arcadius Fund,
and that such co-venturer may be in a positiorake taction contrary to the instructions or the
requests of the Arcadius Fund or contrary to theadius Fund’s policies and objectives. Such
investments may also have the potential risk ofrapasse on decisions because neither co-
venturer may have full control over the joint vaetuTo the extent a dispute arises between
Arcadius, on the one hand, and such joint ventamnprs, on the other hand, the Arcadius
Fund’s separate investments with such joint venparéners may also be adversely affected.

Diverse Investor Group. The Investors may have conflicting investment, dad other
interests with respect to their investments in Mneadius Funds. The conflicting interests of
individual Investors may relate to or arise frormaamg other things, the nature of investments
made by the Arcadius Funds, the structuring orattwuisition of investments and the structure,
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timing or manner of disposition of investments.aAsonsequence, conflicts of interest may arise
in connection with decisions made by Arcadius, udalg with respect to the nature or
structuring of investments or dispositions, thatrha more beneficial for one Investor than for
another Investor, especially with respect to Inmestindividual tax situations. In selecting and
structuring investments appropriate for an Arcadiuad, Arcadius will consider the investment
and tax objectives of such Arcadius Fund and #estors as a whole, not the investment, tax or
other objectives of any Investor individually.

In addition, it is anticipated that Investors oeithaffiliates, who may be companies with
significant business interests within the targebtedustry sectors, insurance and other risk
management companies, financial institutions andegonental or other pension plans, may
have a direct or indirect interest in one or moféhe investments of an Arcadius Fund. For
example, one or more Investors or their affiliatesy be senior or subordinated lenders to one or
more of the portfolio companies or an Investor nadgo act as a co-investor or otherwise
participate in the financing of a portfolio compamywhich the Arcadius Fund has made an
investment or where such co-investor has a direatdirect interest in such investment. One or
more of an Arcadius Fund’s Investors could holdtfptio company securities or provide risk
management services. This could result in the AnsaBund becoming involved in disputes and
litigation with one or more of its Investors oribétes.

Use of Placement Agents. Arcadius and its affiliates may enter into placemagent
agreements whereby third-party placement agentsim@duce investors to an Arcadius Fund.
Placement agents may collect fees from the ArcaBwsd, which will reduce the amount of
capital available to the Arcadius Fund for makimyestments, but an amount equal to the
payments made by the Arcadius Fund to such placeagants is generally expected to be a
reduction item in the calculation of the GP ManagetmParticipation paid by the applicable
Arcadius Fund.

Service Providers. An Arcadius Fund’s service providers (includirenders, brokers,
attorneys and investment banking firms) may bestos in one or more Arcadius Funds and/or
may be sources of investment opportunities or capatties to any of the foregoing. This
presents a conflict of interest, as it may influeiecadius or its affiliates in deciding whether to
select such a service provider or have other oxlahiips with such service provider. Advisors,
consultants and other service providers to an AussaBund, its portfolio companies, Arcadius,
their respective affiliates or their other clientay charge different rates for their services oy ma
have different arrangements for specific types erfvises, which may be more beneficial to
certain of such persons than others and/or mayfibéreadius or its affiliates, or may benefit
other clients of such persons, to a greater detpeeethe benefit accorded to an Arcadius Fund
or its portfolio companies. Such benefits mayudel more favorable rates or arrangements than
those payable by an Arcadius Fund or its portfobenpanies. By acquiring an Interest in an
Arcadius Fund, each Investor consents to any siffdrehtial rates or arrangements, authorizes
Arcadius to make all determinations regarding thenes and further waives any conflict of
interest in connection with any of the foregoing.

Board Fees. Arcadius personnel may serve on the boards of eomp that are
competitors of portfolio companies of the Arcadiumds. It would be expected that the interests
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of a competitor company would not be aligned wlikb interests of an Arcadius Fund or its
portfolio company.

Related Services Fees. Arcadius may perform related services for, anlll neceive fees
or reimbursements from, actual or prospective pboticompanies or other investment vehicles
of the Arcadius Funds. Such fees will be in additio the GP Management Participation or
carried interest or other Arcadius Compensatiod paiArcadius by the Arcadius Funds. This
creates a conflict of interest between Arcadius @nedArcadius Funds because the amounts of
these fees may be substantial and only a portiGuoi excess fees would be offset against the
management participation.

ITEMO9 DISCIPLINARY INFORMATION

Arcadius Capital and its management team have eert bubject to any material legal or
disciplinary events required to be discussed is Bibchure nor would be material to an Investor
or prospective Investor’s evaluation of its adwsbusiness or the integrity of its management
team.

ITEM 10 OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS

Arcadius Capital is a registered investment advigelditionally, Arcadius Capital is
affiliated with other Arcadius investment adviseegistered with the SEC under the Advisers
Act pursuant to Arcadius’ registration in accordamath SEC guidance. These advisers include
Arcadius Capital Holdings LP, a Delaware limitedtparship, Arcadius Capital Partners (US)
Inc., a Delaware corporation, Tombar Energy Holdjnigic., a Delaware corporation and SW
Capital Partners Inc., an Alberta corporation (ea¢Relying Adviser’). SW Capital Partners
Inc. is controlled and managed by the Principats lamth SW Capital Partners Inc. and Tombar
Energy Holdings, Inc. together serve as the gengaehers of SW Energy Capital Limited
Partnership, an investment partnership that makegal growth equity investments of $25 to
$60 million in start-ups and existing small, prz@ompanies in the U.S. and Canadian upstream
oil and gas sector.

The Relying Advisers together with Arcadius Capitaderate as a single advisory
business and serve as managers or general pasfrigate investment funds and other pooled
vehicles and generally share common owners, offjcpartners, employees, consultants or
persons occupying similar positions. The Relyindviders are under common control and
subject to Arcadius Capital's code of ethics andanglance programs, both of which are
administered by Arcadius Capital's Chief Compliarf@#icer, pursuant to the requirements of
the Advisers Act.

ITEM 11 CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS AND
PERSONAL TRADING

Arcadius Capitahas adopted the Arcadius’ Code of Ethics and Sgesifirading Policy
and Procedures (theCbde€’), which sets forth standards of conduct that expected of
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Arcadius principals and employees and addressdbatsrhat arise from personal trading. The
Code requires certain Arcadius personnel to repleir personal securities transactions,
prohibits or requires pre-clearance for Arcadiusspenel from directly or indirectly acquiring
beneficial ownership or disposing of securitiesan initial public offering, and prohibits
Arcadius personnel from directly or indirectly aaing beneficial ownership of securities, with
limited exceptions, without first obtaining apprbwi@m Arcadius’ Chief Compliance Officer.
Personal securities transactions by employees wdwage client accounts are required to be
conducted in a manner that prioritizes the clieintterests in client eligible investments. A copy
of the Code will be provided to any investor orgpective investor upon request to Don Hansen,
Arcadius’ Chief Compliance Officer, at (403) 218987

Arcadius or its affiliated persons may, from tineetime, come into possession, from
time to time, of material nonpublic or other cositial information about public companies
which, if disclosed, might affect an investor’'s & to buy, sell or hold a security. Under
applicable law, Arcadius and its affiliated persomsuld be prohibited from improperly
disclosing or using such information for their paral benefit or for the benefit of any person,
regardless of whether such person is a client odéius.

Accordingly, should Arcadius or any of its affilet persons come into possession of
material nonpublic or other confidential informatiawith respect to any public company,
Arcadius would be prohibited from communicating lsusformation to clients, and Arcadius
will have no responsibility or liability for failig to disclose such information to clients as a
result of following their policies and proceduressined to comply with applicable law.
Similar restrictions may be applicable as a restilircadius’ personnel serving as directors of
public companies and may restrict trading on bebfadiients, including any Arcadius Fund.

Participation or Interest in Client Transactions

When two or more fund vehicles are formed as pérthe same Arcadius Fund for
making the same investments, Arcadius will gengrallocate investments made by such fund
vehicles based on their relative Investors’ comraitts, subject to any limitations in the
applicable partnership agreements.

Additionally, the Arcadius Funds may invest togetinth other future Arcadius Funds
advised by Arcadius, subject to limitations settHoin the applicable partnership agreements.
Arcadius will determine allocations of investmemuportunities in a manner that it believes is
fair and equitable to the Arcadius Funds consisteitit Arcadius’ obligations to each such
Arcadius Fund, including as set forth in the apgdlie partnership agreement and Arcadius’
investment allocation policy. Where necessary, #ies will consult and receive consent to
conflicts from the applicable Arcadius Fund’'s InesAdvisory Committee or from the
applicable Arcadius Fund’s Investors.

Arcadius may serve as investment manager to cedmaiimvest vehicles that invest
alongside an Arcadius Fund in certain portfolio pames. Certain affiliates and personnel of
Arcadius, third-party investors and other persoay ime permitted to participate in the co-invest
vehicles or in some cases co-invest directly inaatiqular portfolio company. Subject to
Arcadius’ obligation to make co-invest opporturstiavailable first to Investors or certain

25



Arcadius Funds in certain circumstances, Arcadidksglect which investors or other persons
are permitted to co-invest based on various factorsluding (but not limited to) the
sophistication of the investor, the ability of theestor to fund and complete the investment on a
timely basis, any strategic transaction value #mainvestor may bring, and any other reason for
including such investor or person. In circumstanetere an entire investment could be made
by an Arcadius Fund, Arcadius may still allocafgoation of such investment to one or more co-
invest vehicles in accordance with such Arcadiusd/i partnership agreement and Arcadius’
investment allocation policy.

Personal Trading

The Principals an@mployees of Arcadius may carry on personal investnactivities

for their own account and for family members, fdenor others who do not invest in the
Arcadius Funds. The investment advice that suahckals and employees give to such persons
may differ from advice given to, or securities neeonended or bought for the Arcadius Funds
even though their investment objectives may bestrmae or similar. Principals and employees
of Arcadius and its affiliates may also directlyindirectly own an interest in an Arcadius Fund
or certain co-investment vehicles. To the exthat to-investment vehicles exist, such vehicles
may invest in one or more of the same portfolio pames as the Arcadius Fund.

ITEM 12 BROKERAGE PRACTICES

Arcadius focuses on securities transactions ofapeicompanies and generally purchases
and sells such companies through privately-negatidatansactions in which the services of a
broker-dealer may be retained. However, Arcadiay aiso distribute securities to investors in
an Arcadius Fund or sell such securities, includimgpugh using a broker-dealer, if a public
trading market exists. Although Arcadius doesintend to regularly engage in public securities
transactions, to the extent it does so, it follakaes brokerage practices described below.

If Arcadius sells publicly traded securities on &khof an Arcadius Fund, it is
responsible for directing orders to broker-deaterseffect securities transactions for accounts
managed by Arcadius. In such event, Arcadius sekk to select brokers on the basis of best
price and execution capability. In selecting aklerao execute client transactions, Arcadius may
consider a variety of factors, including: (i) exaon capabilities with respect to the relevant type
of order; (ii) commissions charged; (iii) the repudn of the firm being considered; and
(iv) responsiveness to requests for trade datatt financial information.

Arcadius has no duty or obligation to seek in adeacompetitive bidding for the most
favorable commission rate applicable to any paldicalient transaction or to select any broker
on the basis of its purported or “posted” commisgiate, but will endeavor to be aware of the
current level of the charges of eligible brokerd &m reduce the expenses incurred for effecting
client transactions to the extent consistent whh interests of such clients. Although Arcadius
generally seeks competitive commission rates,  nt necessarily pay the lowest commission
or commission equivalent. Transactions may invadpecialized services on the part of the
broker involved and thereby entail higher commissior their equivalents than would be the
case with other transactions requiring more rougEices.
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Consistent with Arcadius seeking to obtain bestcetien, brokerage commissions on
client transactions may be directed to brokerseognition of research furnished by them,
although Arcadius generally does not make use o services at the current time and has not
made use of such services since its inception.

ITEM 13 REVIEW OF ACCOUNTS

The investments made by the Arcadius Funds arerginerivate, illiquid and long-
term in nature. Accordingly, the review processas directed toward a short-term decision to
dispose of securities. However, Arcadius closelgnitors the Arcadius Funds’ portfolio
investments. Arcadius’ Principals comprise its tmeent Committee and work closely with
other Arcadius professionals to oversee and motiteroperations, financial performance and
strategic direction of each portfolio investmenteTnvestment Committee as a whole will meet
whenever necessary to ensure that all committeeb@enand assigned investment professionals
are apprised in every step of the investment plagbo

The Arcadius Funds will also generally establisteithown Investor Advisory
Committees consisting of representatives of Invsstelected by Arcadius in its sole discretion.
The Investor Advisory Committees will generally empowered to provide such advice and
counsel as is requested by Arcadius regarding pateonflicts of interest and other matters as
specified in the applicable limited partnership esgnent of an Arcadius Fund. In addition,
under the terms of the limited partnership agre¢nmnan Arcadius Fund, the Investors
generally will have authorized the Investor Advis@@ommittee to provide any consent (on
behalf of the Investors) required under the AdwdsAct, including in connection with any
affiliated or conflict transactions or any “assigemis” (as that term is defined under the
Advisers Act).

The Arcadius Funds will provide the following infoation to their Investors on an
annual basis: (i) audited financial statement$,vailuations of the applicable Arcadius Fund’s
portfolio investments as of the end of such yaay,descriptive investment information for each
portfolio company investment, and (iv) a reporttba other fees received during the preceding
fiscal year and all GP Management Participatiosedf. The Arcadius Funds will also furnish to
their Investors on a quarterly basis unaudited sargnfinancial information and descriptive
investment information for each portfolio investrnen
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ITEM 14 CLIENT REFERRALS AND OTHER COMPENSATION

Arcadius may provide certain business or consulting servicethe Arcadius Funds’
portfolio companies and may receive compensatiomfthese companies in connection with
such services. While this may present a conflicntérest between Arcadius and an Arcadius
Fund, such conflicts may be addressed by the fetf &is described in the applicable Arcadius
Fund’s partnership agreement and Item 5 above “lB@els Compensation,” certain of such
compensation received by Arcadius offsets the GRdgament Participation payable by an
Arcadius Fund. However, in other case®.g., reimbursements for out of pocket expenses
directly related to a portfolio company), thesesfeeay be in addition to the GP Management
Participation. See Item 5 above, “Fees and Congtems”

Arcadius has entered into a solicitation agreemeith CSP Securities, LP (the
“Placement Agent) with respect to the Fund pursuant to which Aioadcompensates the
Placement Agent for referrals that result in a po& investor becoming a limited partner in the
Fund. Any fees payable to the Placement Agent or @her placement agent engaged by
Arcadius in respect of the Fund will be borne byaius either directly or indirectly through a
dollar-for-dollar offset against the GP Managemeatticipation for the Fund as described in
Item 5, “Fees and Compensation,” above. Such plaoé arrangements are generally based on
a percentage of commitments to the Fund. Futucadius Funds may have similar or different
arrangements.

ITEM 15 CusToDY

In accordance with current SEC standards and gogjaArcadius has established an
account with Northern Trust as its qualified, unitfed third-party custodian to hold funds and
securities on behalf of the Arcadius Funds. Theadus Funds will be subject to a year-end
audit by a major accounting firm that is a membkrand examined by, the Public Company
Accounting Oversight Board. The audited financidtesments will then be provided to the
underlying investors of Arcadius Funds within 126/¢l of the end of the fiscal year.

ITEM 16 INVESTMENT DISCRETION

Arcadius generally has discretionary authority tanage investments on behalf of each
Arcadius Fund. Arcadius assumes this discretiorarhority pursuant to the terms of the
applicable partnership agreements, investment nesinagt agreements and powers of attorney
executed by the limited partners of the applic&slsadius Fund.

As a general policy, Arcadius does not allow cletat place limitations on this authority.
Pursuant to the terms of the applicable partneragieement, however, Arcadius may enter into
side letters with certain limited partners wherehg terms applicable to such limited partner’s
investment in an Arcadius Fund may be altered oiegiaincluding, in some cases, to provide
for reduced fees or the right to opt-out of certavestments for legal, tax, regulatory or other
similar reasons.

ITEM 17 VOTING CLIENT SECURITIES
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Arcadius has adopted Proxy Voting Policies and &laces (the Proxy Policy’) to
address how it will vote proxies, as applicable,tfee Arcadius Fund’s (and any future Arcadius
Fund’s) portfolio investments. The Proxy Policgketo ensure that Arcadius votes proxies (or
similar instruments) in the best interest of theahus Funds, including where there may be
material conflicts of interest. Arcadius generdiBlieves its interests are aligned with those of
the Arcadius Funds’ Investors through Arcadius’ émel Principals’ capital commitment to the
Arcadius Funds, and therefore will not seek Inveaggproval or direction when voting proxies.
However, the Proxy Policy sets forth certain spegfoxy voting guidelines for when Arcadius
does vote proxies on behalf of an Arcadius Fund,lamestors in an Arcadius Fund may obtain
information on how Arcadius voted their securitiggon request to Arcadius’ Chief Compliance
Officer.

Arcadius does not consider service on portfolio pany boards by Arcadius personnel
or their receipt of management or other fees framtfplio companies to create a material
conflict of interest in voting proxies with respéotsuch companies. In the event that there is or
may be a conflict of interest between Arcadius andArcadius Fund in voting proxies, the
Proxy Policy provides that Arcadius may addressctidlict using certain procedures, including
by seeking the approval or concurrence of the AusaBund’s Investor Advisory Committee on
the proposed proxy vote or through other alterestset forth in the Proxy Policy.

A copy of Arcadius’ Proxy Policy will be providea tany client, prospective client,

Investor or prospective Investor in an Arcadius dcuipon request to Don Hansen, Arcadius’
Chief Compliance officer, at (403) 218-6791.

ITEM 18 FINANCIAL |NFORMATION

Arcadius does not require prepayment of the GP ament Participation more than six
months in advance or have any other events reguitisclosure under this item of the Brochure.
Arcadius has not been the subject of any bankrypgtgion.
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