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Item 1.  

Gruenstein Investments LLC 
12 East 49th Street, Suite 4005 
New York, NY  10017 
 
Attn:  David Gruenstein 
(212) 410-1800 
 

October 30, 2018 

This brochure provides information about the qualifications and business practices of Gruenstein 
Investments LLC (the “Firm”).  If you have any questions about the contents of this brochure, 
please contact us at 212-410-1800 or david@gruenstein.com.  The information in this brochure 
has not been approved or verified by the United States Securities and Exchange Commission or 
by any state securities authority. 

Additional information about the Firm also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 

Registration does not imply a certain level of skill or training. 
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Item 2.  

This is the first brochure prepared by Gruenstein Investments LLC.  There are no material changes 
to report as Gruenstein Investments LLC is filing a brochure for the first time. 
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Item 3.  
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Item 4. Advisory Business 

A.  Gruenstein Investments LLC (the “Firm”) is a newly established Delaware limited liability 
company managed by David Gruenstein (the “Principal”).  The Firm is controlled and owned by 
the Principal.   

The Principal spent more than 35 years practicing law at Wachtell, Lipton, Rosen & Katz.  He 
handled a broad variety of complex civil litigation and regulatory enforcement matters, giving 
counsel to numerous corporate clients (including investment advisers).  The Principal received an 
A.B. from Columbia College in 1977, with a major in probability and statistics, and subsequently 
a J.D. from Harvard Law School in 1980.  His legal career has included working on a variety of 
complex issues including those with a quantitative aspect, for example, constructing (and 
deconstructing an adversary’s) complex damage or other expert analysis, and analyzing trading 
activity and markets.  Since leaving Wachtell Lipton in January 2017, the Principal has served as 
Senior Advisor to Steinberg Asset Management LLC (“Steinberg”).   

Following the registration of the Firm, the Principal intends to relinquish his position at Steinberg, 
and to commence doing business through the Firm.  The Principal remains a member of the New 
York bar, but does not intend to practice law generally or in connection with the Firm or its 
business.   

B.  The Firm will advise Gruenstein Partners LP, a Delaware limited partnership (the “Fund”), 
which will invest primarily in the common stock or American Depository Receipts (“ADRs”) of 
publicly-traded companies in the U.S. and other developed countries.  The Fund may invest in 
other securities, as determined by the Firm, including for example options, fixed income securities, 
and money market instruments.  The Fund may at times as part of its strategy hold a significant 
portion of its assets in cash, money market instruments, and other short-term high quality 
investments. The Fund was established in August 2018 and offers its limited partner interests only 
on a private placement basis exempt from the registration requirements of the U.S. Securities Act 
of 1933, as amended (the “1933 Act”), pursuant to its confidential private placement 
memorandum, as supplemented from time to time (the “PPM”), and limited partnership agreement, 
as amended from time to time (the “LPA”).  The Firm will have discretionary authority over the 
assets of the Fund.  Offers to invest in the Fund will be made only by the Fund’s PPM and LPA.  
This document is not an offer to sell or a solicitation of offers to buy any limited partner interests 
or other securities of the Fund.  Full information on the investment strategy, fees, expenses, risks, 
and potential conflicts of interest of the Fund are set forth in the PPM and LPA. 

In addition, the Firm intends to provide wealth management advice and other advisory services to 
individuals and entities (collectively, “Managed Accounts”).  The Firm may provide advisory 
services to Managed Accounts on both a discretionary and a non-discretionary basis.  Managed 
Account clients will include both tax-exempt investors, such as retirement accounts, and investors 
subject to income tax, such as individuals who may be accredited persons.  The Firm anticipates 
that its Managed Account clients will include for example (a) members of the Principal’s family, 
(b) trusts and estate planning vehicles formed by members of the Principal’s family, and (c) other 
individuals and entities with historical relationships with the Principal (investors described in (a) 
through (c) are referred to as “Friends & Family Investors”). 
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C.  The Firm tailors its advisory services to the Fund in accordance with the Fund’s investment 
objective and strategy as disclosed in the PPM. The Firm tailors its wealth management advice 
and other services that the Firm provides for Managed Accounts to individual circumstances 
including the taxable or non-taxable nature of the client, client goals and risk tolerances, and the 
needs of the client for, among other things, cash flow and stability in the portfolio. Managed 
Account clients may impose restrictions on investing in specified securities or types of securities, 
as mutually agreed with the Firm.  For example, the Firm may agree with Managed Account clients 
to consider environmental and social factors when providing advisory services to those clients.   

D.  The Firm does not participate in any wrap fee programs. 

E.  At present the Firm does not manage any client assets on either a discretionary or non-
discretionary basis. 

Item 5. Fees and Compensation 

A.  The Fund will pay the Firm for its advisory services.  The Fund will pay to the Firm or one of 
its affiliates a special profits allocation equal to ten percent of the profits of the Fund, subject to 
customary “high water mark” provisions.  The Fund will pay to the Firm or one of its affiliates an 
annual management fee equal to one percent of the Fund’s assets under management.  Further 
information on the fees and profits allocations paid by the Fund is set forth in the PPM and LPA.  
The Fund will provide discounted fees or profits allocations to Friends & Family Investors and 
select other investors. 

The Firm’s basic fee for Managed Accounts is one percent per annum of the assets under 
management of the Managed Accounts.  This fee is subject to negotiation, including that the client 
and the Firm may agree to change the structure of the fee from an annual management fee to a 
performance-based fee, and the fee may be waived in whole or in part.  The Firm anticipates that 
the fees that it charges Managed Account clients will vary based upon, for example, the historical 
relationship between the clients and the Principal and the particular services provided by the Firm 
to various clients.   

B.  The Firm deducts management fees from client accounts quarterly and the profits allocation 
annually or upon an earlier withdrawal.   

C.  In addition to the compensation payable to the Firm described above, our clients pay their 
own ongoing direct investment and operating expenses.  The list below details some of these 
expenses, but does not include every possible expense clients may incur.   

 investment expenses such as brokerage commissions, dealer mark-ups, option payments, 
other payments due under investment contracts and arrangements, research expenses, 
including interest on margin accounts and other indebtedness;  

 other expenses related to the purchase, sale or transmittal of assets; 

 fees and expenses charged by mutual funds or other exchange traded funds in which clients 
might invest, such as management fees and transaction costs; 
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 banking costs, custodial fees and currency conversion costs; and  

 any other expenses which we reasonably determine to be directly related to the investment 
of our clients’ assets. 

The Firm may agree with certain clients to cap the amount of expenses borne by those clients, 
which cap may continue indefinitely or for a certain period of time.  In addition, the Firm may, 
but is under no obligation to, bear certain expenses on behalf of its clients from time to time. 

D.  Clients do not pay any management fees or profits allocations in advance. 

E.  Neither the Firm nor any of its principals or employees receives any compensation for the sale 
of securities or other investment products, including charges or fees from the sale of mutual funds. 

Item 6. Performance-Based Fees and Side-By-Side Management 

The Firm or one of its affiliates will be entitled to a special allocation of ten percent of the profits 
of the Fund.  In other words, the Firm or one of its affiliates will receive a ten percent share of the 
current income, capital gains or other profits attributable to the Fund.  The Managed Accounts will 
be charged fees, if any, as set forth in Item 5 above.  As a result, the Firm and the Principal are 
subject to conflicts of interests.  For example, the Firm has an incentive to favor the Fund (and any 
Managed Account paying a performance fee), because the Firm will receive ten percent of the 
profits attributable to the Fund, but will not receive a share of profits for certain other clients.  For 
example, the Firm will have an incentive to allocate more attractive investments to the Fund, 
because the Firm or one of its affiliates will receive 10% of the profits generated by those 
investments for the Fund.  It will be possible for the Firm to favor the Fund over Managed 
Accounts, or to favor Managed Accounts over the Fund.  More generally, there is a risk that 
conflicts of interest will arise, and the Firm will carefully monitor the services that it provides to 
the Fund and Managed Accounts to make sure that the Firm treats all clients fairly.   

Item 7. Types of Clients 

The types of clients to whom the Firm generally provides investment advice are the Fund, as well 
as Managed Account clients that consist of individual investors, families and related estate 
planning vehicles and other entities including trusts.  The Principal acts as trustee for trusts for the 
benefit of certain families with which the Principal has an historical relationship.  In order to avoid 
potential conflicts that may arise in these cases, the Firm does not intend to accept as clients or 
investors in the Fund trusts for which the Principal serves as trustee.  At this time, there are no pre-
set minimum account sizes.  Rather, the Principal will determine on a case-by-case basis whether 
the account size is adequate.  

Item 8. Method of Analysis, Investment Strategies and Risk of Loss 

A.  The Principal intends to use and adapt the analytic and fact-gathering skills he developed in 
his career as a lawyer, and thereby to make investment decisions based on a personal process.  In 
addition, the Principal has been a long-time investor on behalf of his family and, following his 
legal career, the Principal has been purchasing equity securities of publicly-listed companies.  
(While practicing law at his former firm, the Principal was generally prohibited from investing in 



 

4 

 

individual publicly-listed companies.)  While the Principal expects to make changes in his 
practices over time, he expects to use the same basic method of analysis and investment strategies 
that he employed (and continues to employ) investing for his own family.   

In providing advisory services to clients, the Firm intends not to be limited based by any fixed 
philosophy or process, but rather to formulate advice and to manage accounts in the exercise of its 
discretion, on a case-by-case basis, based on the facts and circumstances that the Firm deems 
pertinent.  While such broad discretion will be exercised, and the Firm may take advantage of 
opportunities (including short-term trading opportunities) that arise, the following summarizes 
how the Firm generally approaches investment decision-making at present.     

The Firm’s primary focus will be the selection of equity investments, principally the common 
shares of publicly-listed U.S. companies or ADRs of foreign companies in developed markets.  
The Firm has authority to employ leverage, but does not anticipate using such authority, absent 
unusual circumstances.  Similarly, the Firm has authority to purchase or sell options or derivatives, 
but does not anticipate using such authority, again absent unusual circumstances. 

While the Firm intends to take concentration into account as one factor in investment decision-
making, the Firm does not intend to be bound by specific concentration limits, except as may be 
agreed with Managed Account clients.  The Fund may at times as part of its strategy as determined 
by the Firm hold a significant portion of its assets in cash, money market instruments, and other 
short-term high quality investments. 

The Firm invests generally for absolute returns with a long-term time horizon on a fully-netted 
basis.  Thus, the Firm seeks to achieve positive returns, independent of market benchmarks, in the 
long-term in real terms on a fully-netted basis, i.e., after netting for all fees, expenses and costs, 
including inflation and taxes.   

While the reasons for individual investments will vary, the Firm generally seeks to achieve such 
absolute, long-term, fully-netted returns by constructing a portfolio that (inclusive of cash, high 
quality short-term debt and money market instruments) attempts to achieve, and balance, three 
objectives:   

 The first objective (“Capital Preservation”) seeks preservation of capital on a fully-netted 
basis.  This requires growth in the portfolio in nominal terms sufficient to compensate for 
all fees, expenses and other costs, including inflation and taxes, so that the portfolio can be 
sold in the long run and generate the same buying power as the client originally invested. 

 The second objective (“Spending Capacity”) seeks to enable the investor to withdraw a 
reasonable annual return after a period of time, without impairing capital (consistent with 
the Capital Preservation objective).  This Spending Capacity objective too is defined on a 
long-term, fully-netted basis.  Thus, this Spending Capacity objective requires growth in 
nominal terms sufficient to generate annual returns in the long-term that, net of all fees, 
expenses and costs of any nature (including inflation and taxes), will constitute a 
reasonable return on the original investment (while preserving the buying power of the 
original investment).  The Spending Capacity objective does not include a requirement for 
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annual returns in the initial years after a client invests.  The Spending Capacity objective 
is expected to be met, at least in part, by dividends.   

 Finally, the third objective (“Growth”) seeks growth, again on a long-term fully-netted 
basis, beyond what is necessary to meet the first two objectives of Capital Preservation and 
Spending Capacity.  Achieving Growth thus requires real capital appreciation beyond 
Capital Preservation, and the amounts required to pay a portion of a reasonable annual 
return on a fully-netted basis in the long-term (as defined in the Spending Capacity 
objective).    

In trying to achieve, and balance, these three objectives, the Firm seeks to identify what the 
Principal calls “ballast stocks” and “booster stocks,” and to invest, at reasonable prices, the 
portfolio (exclusive of high quality short-term debt and money market instruments) principally in 
these two categories of stocks.   

Ballast stocks are so named because, when selecting these stocks, the first two objectives are given 
greater priority (relative to booster stocks discussed below).  Investing a substantial portion of 
invested capital in ballast stocks thus aims to provide a degree of stability for the portfolio, viewed 
as a whole, by giving greater priority (relative to booster stocks) to Capital Preservation and 
Spending Capacity when investing the ballast portion of the invested capital.  Because of how the 
Firm defines Capital Preservation and Spending Capacity, ballast stocks are not necessarily value 
stocks, and value stocks are not necessarily ballast stocks.  Rather, ballast stocks are selected based 
on (among other factors) a judgment that they are likely over the long-run to grow in nominal 
terms sufficiently to preserve capital (on a fully-netted basis) and to pay a reasonable annual return 
(again on a fully-netted basis). 

Booster stocks are so named because, when selecting these stocks, the Growth objective is given 
greater priority (relative to ballast stocks described above).  This portion of the portfolio aims to 
enhance the prospect for substantial real (fully-netted) capital appreciation while (if successful) 
also helping the overall portfolio achieve the Capital Preservation and Spending Capacity 
objectives. 

While the percentage of ballast and booster stocks will vary in the discretion of the Firm, the Firm 
generally seeks to invest a majority of client capital (measured in terms of total client capital 
invested, exclusive of cash, high quality short-term debt and money market instruments) in ballast 
stocks, and the remainder in booster stocks, in an effort to control risk.  (If a stock qualifies as both 
ballast and booster, it is generally classified as a ballast stock for these purposes.)  These 
classifications are inherently uncertain and matters of judgment.  Moreover, there can be no 
assurance that these objectives, or any of them, will be satisfied, even as to the portion of capital 
invested in ballast stocks.  Notwithstanding these efforts to control risk, investing in securities, 
including ballast securities, involves risk of loss that clients should be prepared to bear.   

The methods of analysis and investment objectives the Firm uses in formulating wealth 
management advice or other services focus on absolute, fully-netted, long-term returns, except as 
may be tailored (as described above) to individual circumstances.  Apart from any investments in 
ballast and booster stocks, the focus for Managed Accounts would be on individual and family 
needs and preferences, and on overall portfolio composition including selection of, and allocations 
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to, other investment advisers, ETFs, mutual funds, Treasuries, municipal bonds, other fixed 
income investments and other securities.   

B.  Please see below for a detailed explanation of some of the significant risks associated with the 
investment strategies the Firm employs.  This summary does not describe all of the risks associated 
with an investment in the Fund or a Managed Account or all risks associated with our strategies.  
Although no summary can fully describe all of these risks, the PPM of the Fund contains a more 
complete description of the risks associated with an investment in the Fund. 

Lack of Operating History.  The Firm is a newly-formed entity which does not have an operating 
history for prospective investors to evaluate prior to making an investment managed by the Firm. 

Reliance on Key Person.  The Firm will be substantially dependent on the services its sole portfolio 
manager, the Principal, who does not have extensive experience or training in investment 
management, and who until recently was a full-time lawyer.  In the event of the death, disability, 
departure or insolvency of the Principal, the business of the Firm will be adversely affected.  The 
Principal will devote such time and effort as he deems necessary for the management and 
administration of the Firm’s business.  However, the Principal may engage in various other 
business activities in addition to Firm, and consequently may not devote all time to Firm business. 

Investment Judgment and Market Risk:  The success of the Firm’s investment programs depends, 
in large part, on correctly evaluating future price movements of potential investments.  The Firm 
cannot guarantee that it will be able to accurately predict these price movements and that its 
investment programs will be successful. 

Investment and Trading Risk:  Investments in securities and other financial instruments involve a 
degree of risk that the entire investment may be lost.  Also, changes in the general level of interest 
rates may negatively affect clients’ results. 

Financial Markets and Regulatory Change:  The instability in global financial markets and general 
rise in stock market levels has increased the risks associated with the investment activities and 
operations of hedge funds or other investment vehicles, including those resulting from a reduction 
in the availability of credit and the increased cost of short-term credit, a decrease in market 
liquidity and an increased risk of bankruptcy of third parties with which we work.   Market 
disruptions over the recent years and the increase in capital being allocated to hedge funds and 
other alternative investment vehicles have led to increased scrutiny and regulation over the hedge 
fund and asset management industry.  In addition, the laws and regulations affecting business 
continue to evolve unpredictably.  Laws and regulations applicable to our clients, especially those 
involving taxation, investment and trade, can change quickly and unpredictably in a manner 
adverse to clients’ interests. 

Foreign Securities.  The Firm intends to invest in ADRs and may invest in other securities of 
foreign companies on behalf of clients.  Investing in foreign securities involves certain risk factors 
not typically associated with investing in U.S. securities, such as fluctuation between exchange 
rates and the costs of converting from one currency to another.  In addition, there may not be much 
information available regarding foreign securities because foreign companies and governments 
may not be subject to accounting, auditing and financial reporting standards and requirements 
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comparable to those of the U.S.  There also might be a greater risk of political, social or economic 
instability and the possibility that foreign taxes may be imposed on clients’ income.  Finally, when 
investing in foreign bonds, there is always a risk that their issuer will default and be unable to pay 
the interest and/or principal payments due on the bonds, as the financial stability of foreign issuers 
may be more precarious than that of U.S. issuers. 

Illiquid Investments.  The Firm is authorized to make illiquid investments on behalf of clients.   
Illiquid investments are investments that are not heavily traded and cannot easily be converted to 
cash.  If clients require cash and the Firm must sell illiquid investments at an inopportune time, 
the Firm might not be able to sell illiquid investments at prices that reflect its assessment of their 
value or the amount paid for them. 

Swaps and Other Derivatives.  The Firm may invest in swaps and other forms of derivative 
contracts on behalf of clients.  A derivative is a financial instrument that is a contract between two 
parties, the value of which is linked to another security or commodity, or an “underlying asset.”  
Some of the derivatives in which the Firm may trade are over-the-counter, meaning they are 
privately negotiated between two parties, as opposed to being traded on an exchange.  Over-the-
counter transactions typically involve significant transaction costs. 

A swap is a type of derivative in which counterparties agree to exchange one stream of cash flow 
for another, each stream being based on an underlying asset.  For example, an investor realizing 
returns from an equity investment can swap those returns into less risky fixed income cash flows 
without having to sell its equities.  Swaps are particularly sensitive because various market 
variables affect the values of the cash flows, causing them to change.   

Any derivative contract typically involves leverage, as it exposes clients to potential gain or loss 
from a change in the price of an underlying asset in an amount that exceeds the amount of cash or 
assets required to establish or maintain the derivative contract.  Consequently, an adverse change 
in the price of the underlying asset can result in losses to clients that are more exaggerated than 
would have resulted from an investment that did not involve the use of leverage inherent in a 
derivative contract.  Finally, derivative contracts are risky because, ultimately, their success 
depends in part on the counterparty’s financial condition. 

High Yield, Low or Unrated Securities.  The Firm has authority to invest in “high yield” bonds and 
preferred stock or low or unrated debt securities which are unrated or rated in the lower categories 
by the various credit rating agencies (or in comparable non-rated securities) on behalf of clients.  
Securities in the lower categories are subject to greater risk of loss of principal and interest than 
higher-rated securities, and are generally considered to be speculative in terms of the issuer’s 
ability to pay interest and repay principal.  Because investors generally perceive that there may be 
greater risks associated with the lower-rated securities, the yields and prices of these securities 
may fluctuate more than those of higher-rated securities.  The market for lower-rated securities is 
thinner and less active than that for higher-rated securities, which can adversely affect the prices 
at which these securities can be sold.   

Leverage.  Subject to applicable margin and other limitations, the Firm may borrow funds in order 
to make additional investments for clients.  Borrowing involves risk to clients because the interest 
on the borrowed amount may be greater than the income from or increase in the value of the 
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securities purchased with the borrowed amount.  Also, the value of the securities purchased with 
the borrowed amount can decline below the amount borrowed.  Any investment profits made with 
the proceeds from borrowings in excess of interest paid on the borrowings will cause the income 
and value of clients to be greater than would otherwise be the case.  On the other hand, if the value 
of the additional securities purchased with the borrowed money does not increase enough to cover 
the interest paid on the borrowings, then the income and value of clients will be less than would 
otherwise be the case.  Generally, borrowing-type techniques used to increase potential returns are 
all forms of leverage. 

Options.  The Firm may purchase or write call and/or put options on behalf of clients.  There are 
risks associated with the sale and purchase of options.  Call options are the right to buy a security 
at a certain price within a defined time period.  Put options are the right to sell a security at a certain 
price within a defined time period.  A buyer of either type of option assumes the risk of losing its 
entire investment in the option.  A buyer of a call option risks losing its investment if the particular 
security never reaches the designated the price within the set time period.  A buyer of a put option 
risks losing its investment if the particular security does not decline enough to reach the designated 
price within the set time period.  A writer of a call option risks losses including in circumstances 
where the underlying security rises in value.  A writer of a put option risks losses including by 
virtue of having to purchase underlying shares at a higher price than the shares may be sold. 

Initial Public Offerings.  The Firm may purchase securities of companies in initial public offerings 
or shortly thereafter for clients.  Special risks associated with these securities may include a limited 
number of shares available for trading, unseasoned trading, lack of investor knowledge of the 
company and limited operating history.  These factors may contribute to substantial price volatility 
for the shares of these companies.  The limited number of shares available for trading in some 
initial public offerings may make it more difficult for clients to buy or sell significant amounts of 
shares without an unfavorable impact on prevailing market prices.  In addition, some companies 
in initial public offerings operate in relatively new industries or lines of business, which may not 
be widely understood by investors.  Some of these companies may be undercapitalized or regarded 
as developmental stage companies, without revenues or operating income, or the near-term 
prospects of achieving them. 

Futures Contracts.  The Firm is authorized to invest in futures contracts or other commodities 
interests.  Futures prices are highly volatile.  Because of the low margin deposits normally required 
in futures trading, an extremely high degree of leverage is typical of a futures trading account.  As 
a result, a relatively small price movement in a futures contract may result in substantial losses to 
the investor.  Like other leveraged investments, any purchase or sale of a futures contract may 
result in losses in excess of the amount invested. 

Exchange Traded Funds and Other Similar Instruments.  The Firm may buy shares of exchange 
traded funds (“ETFs”) and other similar instruments on behalf of clients.  An ETF is an investment 
company registered under the Investment Company Act of 1940, as amended, that holds a portfolio 
of common stocks designed to track the performance of a particular index.  ETFs sell and redeem 
their shares at net asset value in large blocks called “creation units.”  Investments in ETFs and 
other instruments involve certain risks generally associated with investments in a broadly-based 
portfolio of stocks including the risk that the general level of stock prices may decline, which 
would adversely affect the value of each unit of the ETF or other instrument.  In addition, an ETF 
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may not fully replicate the performance of its benchmark index because of the temporary 
unavailability of certain index securities in the secondary market or differences between the ETF 
and the index with respect to the weighting of securities or number of stocks held.  Because ETFs 
and pools that issue similar instruments bear various fees and expenses, clients’ investments in 
these instruments will involve certain indirect costs, as well as transaction costs, such as brokerage 
commissions. 

The Firm does not recommend primarily any single type of security.  Firm clients can hold a 
diverse range of investments, yet the Firm still encourages clients as well as their investors to 
consider all of the risk factors described above.  Any investment can be risky and clients and 
investors in the Fund must be prepared to assume any potential loss. 

Item 9. Disciplinary Information 

A.  Neither the Firm nor any management person has been involved in any criminal or civil actions 
in a domestic, foreign or military court.   

B.  Neither the Firm nor any management person has been subject to an administrative proceeding 
before the Securities and Exchange Commission, any other federal regulatory agency, any state 
regulatory agency or any foreign financial regulatory authority. 

C.  Neither the Firm nor any management person has been subject to a proceeding before any self-
regulatory organization. 

Item 10. Other Financial Industry Activities and Affiliates 

A.  Neither the Firm nor any of its management persons is registered, or has an application pending 
to register, as a broker-dealer or a registered representative of a broker-dealer. 

B.  Neither the Firm nor any of its management persons is registered, or has an application pending 
to register, as a futures commission merchant, commodity pool operator, a commodity trading 
advisor.   

C.  The Firm manages investments for, and otherwise provides investment advisory services to, 
the Fund, which is a related person of the Firm.   

Gruenstein GP LLC, a Delaware limited liability company, which is majority owned and 
controlled by the Principal, serves as the general partner of the Fund. 

The Firm has entered into a Services Agreement with Steinberg, whereby Steinberg provides 
certain non-exclusive bookkeeping, accounting, trading, reporting and other support services to 
the Firm, as well as office space to the Firm, for mutually agreed upon fees paid by the Firm to 
Steinberg.   

Neither the Firm nor its management persons has any other relationship or arrangements with other 
financial services companies that are material to its advisory business, its clients or the investors 
in the Fund.    
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D.  The Firm may recommend or select unaffiliated investment advisers for investment by its 
Managed Account clients, although it does not believe that this will create a material conflict of 
interest between those clients and the Firm.  The Firm does not receive compensation directly or 
indirectly from unaffiliated advisers that creates a material conflict of interest or have other 
business relationships with them that creates a material conflict of interest. 

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

A.  The Firm has adopted a Code of Ethics pursuant to the SEC’s rule 204A-1.  The Code of Ethics 
includes the Firm’s policies as they relate to personal investment and trading by principals and 
employees.  The Code of Ethics requires employees to report securities holdings and to receive 
pre-approval before engaging in certain personal securities transactions.  The Code of Ethics 
defines material and nonpublic information and the restrictions on trading on this information, and 
sets forth the responsibilities of all supervised persons relative to insider trading.  Among other 
things, the Firm imposes certain restrictions and reporting requirements on all employees and 
principals relating to the purchase or sale of securities for their own accounts and the accounts of 
certain affiliated persons.   

Firm employees may not purchase or sell any security on their own behalf or on behalf of others, 
including family members, unless the transaction is pre-cleared with our Chief Compliance 
Officer; however, employees may make deposits in checking and savings accounts and purchase, 
sell or trade in certificates of deposit, commercial paper and other similar money market 
instruments, treasury securities, shares of unaffiliated open-ended stock and bond mutual funds, 
certain agency debt securities (such as Fannie May and Freddie Mac), municipal bonds and 
securities held in accounts managed by third-party investment advisers in which the employee has 
no investment discretion without receiving pre-clearance from our Chief Compliance Officer.  

Our procedures and Code of Ethics also require that each of the Firm’s employees instruct his or 
her broker-dealer to send the Firm duplicate broker trade confirmations and account statements no 
later than 30 days after the end of each calendar quarter.  Appropriate supervisory personnel of the 
Firm will review these brokerage statements on a regular basis.   

The Firm also maintains certain policies and procedures designed to prevent principals and 
employees from misusing material non-public information.  The Firm will furnish a copy of the 
Code of Ethics to current and prospective clients or investors in the Fund upon request.   

B.  Principals and employees of the Firm do not recommend to clients, nor do they buy or sell for 
clients’ accounts, securities in which they have a material financial interest. 

C.  Firm principals or employees may invest in the same security as clients.  This could create a 
conflict of interest if principals and employees receive more favorable execution prices than do 
clients because principals’ and employees’ trades might have driven up the market prices of target 
securities.  However, the Firm has attempted to mitigate the risks associated with this type of 
situation through broad personal securities trading restrictions contained in the Code of Ethics, and 
by requiring pre-approval of most securities transactions, but there can be no assurance that all of 
these risks can be eliminated. 
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Item 12. Brokerage Practices 

A.  The Firm selects broker-dealers for clients on the basis of obtaining the best price and execution 
for their transactions, which the Firm evaluates based on a variety of factors, including the 
following:  price, size of order, difficulty of execution and operational facilities of a brokerage 
firm, the Firm’s risk in positioning a block of securities and the competitiveness of commission 
rates in comparison with other brokers satisfying other selection criteria. 

Consistent with seeking best price and execution, the Firm may place brokerage orders with 
brokers that provide the Firm and its affiliates with supplemental research, market and statistical 
information.  These services are referred to as “soft dollar items.”  Soft dollar items refer to 
arrangements under which products or services other than execution of securities transactions are 
obtained by an adviser from or through a broker-dealer in exchange for the direction by the adviser 
of client brokerage transactions to the broker-dealer.  The products and services available from 
brokers include both internally generated items, such as research reports prepared by employees 
of the broker, as well as items acquired by the broker from third parties, such as quotation 
equipment.  Section 28(e) of the Securities Exchange Act of 1934, as amended, provides a safe 
harbor to advisers who use soft dollars generated by their advised accounts to obtain investment 
research and brokerage services that provide lawful and appropriate assistance to an adviser in the 
performance of investment decision-making responsibilities.   

In the event that the Firm uses commissions or soft dollars generated by clients, the use will fall 
within the safe harbor created by Section 28(e).     

Commission rates are negotiated to be competitive, given the appropriate level of service. 
Commission rates may be affected by the size of a client’s account, as retail accounts may 
frequently necessitate trading in relatively small lots, which may give rise to higher than average 
commission rates on a per share basis.  Many brokers impose minimum dollar amounts on 
individual transactions, which may cause these clients to incur higher transaction costs than other 
accounts. 

The Firm can direct clients to pay a commission in excess of that which another broker might have 
charged for effecting the same transactions, in recognition of the value of the brokerage or research 
services provided by the broker.  Because the Firm can negotiate commission rates, selecting 
brokers on the basis of considerations not limited to applicable commission rates may at times 
result in higher transaction costs for clients than would otherwise be obtainable. 

In placing orders to purchase and sell securities, the Firm seeks the best net execution, which 
includes both commissions and execution prices.  The Firm places orders with brokers or dealers 
which it believes are responsible and provide effective execution of orders under conditions most 
favorable to the accounts. 

In allocating order flow, the Firm has the ability to give preference to those brokers or dealers who 
provide the Firm with research and/or related services described above, so long as it believes it is 
consistent with the objective of best net execution.  The Firm has an incentive, however, to give 
preference to these brokers as a result of the research or services it receives.  The receipt of any 
soft dollar items benefits the Firm because it does not have to produce or pay for the research or 
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services received, which can create a conflict of interest between the Firm and clients because 
clients pay for products and services that are not exclusively for their benefit and that may be 
primarily or exclusively for the benefit of the Firm.  To the extent that the Firm is able to acquire 
these products and services without expending its own resources, its use of soft dollar benefits 
tends to increase its profitability.   

The Firm does not consider referrals in selecting or recommending broker-dealers. 

The Firm does not recommend, request or require that clients, nor do we permit clients to, direct 
the Firm to execute transactions through a specified broker-dealer.   

B.  If the Firm determines that it would be appropriate for more than one client to participate in an 
investment opportunity, the Firm seeks to execute orders for all of the clients participating in the 
investment on an equitable basis.  If the Firm invests at the same time for more than one client, the 
Firm generally places combined orders for all participating clients simultaneously and if all of the 
orders are not filled at the same price, the Firm generally averages the prices paid.  Similarly, if an 
order on behalf of more than one client cannot be fully executed under prevailing market 
conditions, the Firm allocates the trade among the different clients on a basis that it considers 
equitable.  However, situations may occur where one client could be disadvantaged because of the 
investment activities the Firm conducts for other clients. 

Item 13. Review of Accounts 

The Principal reviews client accounts weekly or more frequently if triggered by economic or 
market conditions in a manner consistent with the investment goals of the clients’ accounts. 

The Firm provides, or will cause Steinberg to provide, quarterly unaudited performance reports to 
clients and investors in the Fund.  The Firm’s auditor audits year-end results of the Fund, and 
forwards these statements and Form K-1s to investors in the Fund within 120 days of year-end.  
All reports are in written form, including by way of electronic delivery.   

Item 14. Client Referrals and Other Compensation 

The Firm and its Principal (and any other employees) do not receive any economic benefit from 
non-clients for providing advisory services to clients. 

The Firm and its Principals (and any other employees) do not compensate anyone for client 
referrals. 

Item 15. Custody 

Under Rule 206(4)-2 of the Investment Advisers Act of 1940, as amended, the Firm and its affiliate 
acting as the general partner of the Fund are deemed to have custody of the securities and other 
assets of the Fund even though they do not physically hold the securities and other assets of the 
Fund, and the Fund’s securities and assets are not held or registered in the name of the Firm.  The 
Firm complies in relation to the Fund with the provisions of Rule 206(4)-2 because the Fund is 
audited in accordance with U.S. generally accepted accounting principles on an annual basis by an 
independent public accountant that is registered with, and subject to regular inspection by, the 
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Public Company Accounting Oversight Board, and audited financial statements are distributed to 
each investor in the Fund within 120 days of the end of the Fund’s fiscal year.  
 
The Firm does not have custody of the securities and other assets of its Managed Account 
clients. 

Item 16. Investment Discretion 

Pursuant to the governing documents of the Firm’s clients, the Firm has complete investment 
authority with respect to all securities owned by the Fund and the majority of its Managed Account 
clients, and investors in the Fund and those Managed Accounts do not place any limits on this 
authority.  To assume this authority, investors subscribing to the Fund agree to grant the Firm 
discretionary authority over the Fund’s assets in their subscription agreements and in the Fund’s 
governing documents and Managed Account clients grant the Firm a power-of-attorney for this 
purpose in their Managed Account agreements.  Certain Managed Account clients, however, retain 
the ultimate discretion to buy or sell securities for their accounts.   

Item 17. Voting Client Securities 

A.  The Firm follows an established policy to vote proxies on behalf of clients.  The purpose of 
this policy is to further the best interests of clients.  The Firm makes its proxy voting policy, 
together with information regarding how it has voted past proxies, available to clients and investors 
in the Fund upon written request. 

Neither Firm clients nor any investor in the Fund may direct the Firm’s vote with respect to any 
particular solicitation.   

If the Firm determines that a conflict of interest exists with respect to a particular issuer, the 
Principal will determine whether the conflict of interest is material.  If the Principal determines 
that the conflict of interest is not material, the Firm may vote proxies notwithstanding the existence 
of the conflict.  If the Principal determines that the conflict of interest is material, the Firm will 
resolve the conflict in one of several possible ways before voting the proxy, such as by engaging 
a third party to recommend a vote with respect to the proxy.   

Item 18. Financial Information 

The Firm does not require nor does it solicit prepayment of more than $500 in fees per client, six 
months or more in advance. 

The Firm does not believe any financial condition exists that is reasonably likely to impair its 
ability to meet contractual commitments to clients. 

The Firm has never been the subject of a bankruptcy petition. 

 

 


