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ITEM 2: Statement of Material Changes 

 

None 
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IMPORTANT NOTE ABOUT THIS BROCHURE 

 

This Brochure is not: 

  

• An offer or agreement to provide advisory services to any person; 

• An offer to sell interests (or a solicitation of an offer to purchase interests) in any 

SIM Fund; 

• A complete discussion of the features, risks or conflicts associated with any SIM   or 

Advisory Service; 

• To be relied on in determining whether to invest or establish an advisory 

relationship.  

 

As required by the Advisers Act, the Firm provides this Brochure to current and prospective 

clients and may also, in its discretion, provide this Brochure to current or prospective Investors 

in a SIM Fund, together with other relevant Offering Materials (such as subscription agreements, 

offering memoranda, operating agreements or advisory contracts), prior to, or in connection with, 

such persons’ establishment or consideration of an investment advisory relationship with SIM   

or an investment in a SIM Fund.  Additionally, this Brochure is available through the Securities 

and Exchange Commission’s (“SEC’s”) Investment Adviser Public Disclosure website.   

 

Although this publicly available Brochure describes investment advisory services and products 

of SIM, persons who receive this Brochure (whether or not from the Firm) should be aware that 

it is designed solely to provide information about SIM as necessary to respond to certain 

disclosure obligations under the Advisers Act.  As such, the information in this Brochure may 

differ from information provided in relevant Offering Materials.  More complete information 

about each SIM Fund, as well as SIM’s investment advisory services, is included in relevant 

Offering Materials, certain of which may be provided to current and eligible prospective clients 

or Investors only by the Firm or an Administrator or Placement Agent.  To the extent that there is 

any conflict between discussions herein and similar or related discussions in any Offering 

Materials, the relevant Offering Materials shall govern and control. 
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IITTEEMM  44::  AAddvviissoorryy  BBuussiinneessss    

aa))  BBaacckkggrroouunndd  

Sterling Investment Management, LLC (“SIM”,  “we”, “Adviser”, or “the Firm”), is a Delaware 

limited liability company founded in 2012 by Brian D. Kosoy and Greg Moross.  SIM is the 

asset management arm of The Sterling Organization (TSO) founded in 2007 by Mr. Kosoy and 

Mr. Moross. SIM’s purpose is to provide asset management services to TSO’s institutional funds 

(the “Fund(s)” or “SIM Fund(s)”).  

 

bb))  AAddvviissoorryy  SSeerrvviicceess    

SIM is a real estate private equity fund manager focused on investing in retail real estate and 

mixed-use properties with a significant retail component either through a direct investment in 

real property, the acquisition of debt or debt-like instruments secured by or relating to such real 

property, or the acquisition of equity securities issued by public or private companies that are 

primarily engaged in investing in and/or operating such assets in select major U.S. markets. 

 

cc))  TTaaiilloorreedd  AAddvviiccee  aanndd  CClliieenntt--IImmppoosseedd  RReessttrriiccttiioonnss  

Each Fund managed by SIM has its own investment objectives, strategies and restrictions.  

Certain Funds may focus on a narrow investment strategy while others may pursue a broader 

investment strategy.  SIM prepares offering materials with respect to each Fund that contains 

more detailed information, including a description of the investment objective and strategy or 

strategies employed and related restrictions.  None of the Funds are tailored to the individualized 

investment needs of any particular investor (“Investor”).  An investment in a SIM Fund does not 

create a client-adviser relationship between SIM and an Investor.  

 

Investors must consider whether a particular SIM fund or advisory relationship is appropriate to 

their own circumstances based on all relevant factors including, but not limited to, the Investor’s 

own investment objectives, liquidity requirements, tax situation and risk tolerance. Prospective  

Investors are strongly encouraged to undertake appropriate due diligence, including but not 

limited to a review of relevant offering materials for the Funds, investment policy statements, 

investment guidelines and the additional details about SIM’s investment strategies, methods of 

analysis and related risks in Item 8 of this Brochure, before making an investment decision.  

dd))  WWrraapp  FFeeee  DDiisscclloossuurree  

Not applicable. 

ee))  AAsssseettss  UUnnddeerr  MMaannaaggeemmeenntt  

As of December 31, 2018 SIM had approximately $1,085,646,673 in regulatory assets under 

management (“AUM”).    
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IITTEEMM  55::  FFeeeess  aanndd  CCoommppeennssaattiioonn    

  

SIM is generally compensated for its services through the receipt of an Asset Management Fee.  

SIM’s compensation, as well as other costs associated with management by SIM, is discussed 

generally below and in more detail in relevant offering materials. 

 

aa))  CCoommppeennssaattiioonn  

The investment advisory agreements entered into between SIM and each SIM Fund sets forth the 

compensation to be paid to SIM. The Funds under management pay an asset management fee to 

SIM (or another affiliate of the General Partner as designated by the General Partner) equal to (a) 

during the Investment Period, 1.00% - 1.50% per annum of the aggregate Commitments (other 

than Commitments attributable to Limited Partners that are the Sponsor and its affiliates, 

officers, partners, directors, employees and immediate family members and trusts and family 

partnerships of such persons), and (b) after the Investment Period, 1.00% - 1.50% of the 

aggregate Invested Capital of the Fund (other than Commitments attributable to Limited Partners 

that are the Sponsor and its affiliates, officers, partners, directors, employees and immediate 

family members and trusts and family partnerships of such persons).  The specific fee charged by 

SIM to each Fund is based on factors such as the investment strategy of each Fund. 

 

Each SIM Fund is also subject to performance based fees and more particularly described in Item 

6 below. 

bb))  BBiilllliinngg  

The Asset Management Fee is payable quarterly in advance, and will be pro-rated for partial 

calendar quarters. Management fees are automatically deducted from Fund Investors’ accounts. 

   

cc))  OOtthheerr  EExxppeennsseess  

The Fund will bear all costs and expenses incurred in maintaining the operations of the Fund and 

its investments, including, but not limited to, (i) out-of-pocket expenses incurred with respect to 

identifying, evaluating, structuring, negotiating, and closing any potential investment (whether or 

not consummated); (ii) legal, auditing, consulting, due diligence, financing, administration, 

accounting, appraisal, environmental, engineering, licensing, and custodian fees and expenses; 

(iii) expenses associated with preparing financial statements, tax returns and any information to 

be provided to Fund investors similar to that provided in Schedule K-1s; (iv) expenses of the 

advisory committee and annual meetings of the Fund investors; (v) costs and expenses associated 

with obtaining and maintaining insurance and all costs and expenses associated with 

indemnification obligations of the Fund; (vi) asset management fees described above; (vii) other 

expenses associated with the acquisition, holding and disposition of investments, including 

brokerage commissions and other investment costs and any costs related to litigation and 

threatened litigation, arbitration, or other regulatory or tax proceedings, investigations or audits 
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and other extraordinary expenses; (viii) fees incurred in connection with the maintenance of bank 

or custodian accounts; (ix) travel, food and lodging expenses related to Fund business. Such 

expenses include SIM and its affiliated persons’ coach or economy class airfare for domestic 

travel and for other longer duration flights, business or first class airfare.  SIM’s affiliated 

persons, only at the executive level, may also stay in hotels that are considered to be upscale or 

first class accommodations; and (x) any taxes, fees or other governmental charges levied against 

the Fund.  Notwithstanding the foregoing, SIM will be responsible for the expenses of its own 

operations, including rent, salaries, furniture and fixtures, and other office equipment. For the 

avoidance of doubt, any costs or expenses that relate to the Fund as well as any other investment 

vehicles managed by SIM or affiliates (including, without limitation, directors and officers 

insurance premiums) shall be allocated in good faith to the Funds as is reasonably determined by 

SIM to reflect the relative benefits received or intended to be received by the Funds. It should be 

noted that SIM has adopted written expense allocation guidelines that are available for investor 

review upon request. 

 

The SIM Funds retain third parties, primarily Sterling Retail Services, Inc. (SRS) for necessary 

services relating to the assets held by the Fund, including leasing, lease administration, 

financing, project/construction management and ongoing property management services. Any 

such third parties will be reimbursed for all reasonable out of pocket expenses incurred in 

performing their activities in connection with the Fund.  It should be noted that SRS is an 

affiliate of SIM.  When the Fund utilizes SRS, SRS will charge at rates as disclosed to the Fund 

investors. 

 

dd))  AAddvvaannccee  BBiilllliinngg    

As discussed above, with respect to SIM, the Asset Management Fee is payable quarterly in 

advance.   As outlined in a) above, if the client pre-paid the Asset Management Fee, and the 

advisory contract is terminated before the end of the billing period, any excess Asset 

Management Fee paid in advance will be returned to the Fund  pro-rata based on the days 

billable in the period. 

 

 

ee))  SSaalleess--bbaasseedd  CCoommppeennssaattiioonn    

Not applicable.  Neither the Firm nor any of its employees or affiliates accepts additional 

compensation for the sale of securities or other services. The Firm does not receive 

compensation for other services besides the investment advisory services SIM provides.  
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IITTEEMM  66::  PPeerrffoorrmmaannccee  bbaasseedd  ffeeeess  aanndd  SSiiddee--bbyy--SSiiddee  MMaannaaggeemmeenntt  

 

The general partner of each SIM Fund will receive distributions of up to a stated percentage 

(typically between 20-30%) of the profits in excess of the “preferred rate” from the Fund. The 

existence of this performance incentive may create an incentive for the General Partner and SIM 

to make more speculative investments on behalf of the Fund than the Fund would otherwise 

make in the absence of such performance incentive.  

 

Although the Sponsor together with its affiliates, officers, partners, directors, employees and 

their immediate family members are investing their own capital in the Fund, the interests of the 

General Partner and SIM may under some circumstances differ from those of the Fund and/or the 

Limited Partners. Such conflicting interests could potentially affect the decisions of the General 

Partner and SIM in purchasing, holding and disposing of the Fund’s investments. 

 

In situations where the Fund does not have the requisite capital or is otherwise prohibited from 

investing all of the necessary capital in any investment, the General Partner may, in its 

reasonable discretion, offer to certain persons, including existing Fund investors, the opportunity 

to invest in such investment side-by-side with, and outside of, the Fund (a “co-investment”), 

provided that such investment will be in addition to such investors commitment in the Fund.  

 

The General Partner, SIM or any of their affiliates may charge carried interest, management and 

other fees to co-investors, including without limitation Limited Partners and third parties, with 

respect to any co-investment, and may make an investment, or otherwise participate, in any 

vehicle formed to structure a co-investment in connection therewith. 

 

Likewise, a SIM Fund may make an investment whereby an unaffiliated party is given a 

participation interest that is triggered once the Fund has achieved a specified return in the 

investment and the investment has been realized by the Fund.  Such an interest may be offered to 

an unaffiliated party in the reasonable business judgment of SIM. 

 

The performance incentive is charged by the Adviser in compliance with Rule 205-3 under the 

Investment Advisers Act of 1940. 

 

SPECIFIC CONFLICTS OF INTEREST AND SIM’S PRACTICES DESIGNED TO 

MITIGATE SUCH CONFLICTS OF INTEREST 

 

Like all investment advisers who advise multiple accounts or funds having different fee 

structures, SIM and its personnel face actual and potential conflicts of interest, including an 

incentive to favor those accounts in which SIM or its personnel have greater pecuniary interests 

over other accounts.  Such conflicts of interest and SIM’s practices that are designed to mitigate 

such conflicts of interest are discussed below.  As a general matter, SIM addresses such conflicts 

by following a thorough, detailed, and consistent investment decision-making process and by 

regular reviews of investments by the Adviser’s Investment Committee. 
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• Allocation of Investments.  SIM may have an incentive to allocate investment 

opportunities based on pecuniary interest.  SIM and its personnel will face a conflict of 

interest when considering how to allocate limited investment opportunities among 

accounts having different fee structures or pecuniary interests, including SIM Funds in 

which it is an investor.  Through its relevant policies and procedures, SIM seeks to 

promote fair and equitable treatment of accounts (including the allocation of investment 

opportunities), over time, based on considerations that are unrelated to pecuniary 

interests. 

     

• Compensation of SIM and its Personnel.  SIM and its personnel have an incentive to 

take on more risk when compensation is based on performance:  The receipt of 

performance-based compensation and the payment of bonuses relating to performance of 

client accounts creates an incentive to make riskier investments than might be made in 

the absence of performance-based compensation, as such compensation generally allows 

participation in gains in excess of exposure to losses.  On the other hand, performance-

based compensation encourages an alignment of long-term investment interests between 

the client and SIM.  Moreover, performance-based compensation may be subject to 

mechanisms designed to ensure that prior losses are recouped and/or a certain level of 

gains is achieved before any performance-based compensation accrues, such as loss carry 

forwards, hurdle rates, and/or high water marks.  Furthermore, as discussed in more detail 

in Item 13, SIM reviews the client accounts that it advises on a regular basis to monitor 

risk levels.     

• Performance-based Fees for Adviser and Valuations.  When SIM’s compensation is 

based on the value or performance of investments, SIM has an incentive to value a 

position at a price higher than it might otherwise be valued or to accelerate or defer 

realizations.  To the extent that performance allocations may be based on increases in the 

net assets of a SIM Fund, SIM’s compensation would be based upon unrealized 

appreciation as well as realized appreciation.  This means that SIM may be compensated 

on performance that is ultimately not realized if positions decrease in value and are 

subsequently sold at a loss.  The potential for inflated valuation of positions is increased 

when such positions are illiquid or otherwise lack a readily ascertainable market value.  

SIM seeks to mitigate this conflict by valuing assets in accordance with its written 

Valuation Policy, which is reasonably designed to assure that valuations are performed in 

a consistent and thorough manner that insulates the conflict.   In accordance with the 

Valuation Policy, SIM considers the views of outside experts, including third-party 

valuation firms, in determining the value of illiquid or other hard to value assets. 

• Cross-Transactions.  Should SIM engage in cross-transactions, it would have an 

incentive to favor accounts in which it has a greater pecuniary interest: SIM may, from 

time to time, enter into cross-transactions between the various accounts it advises. SIM 

will conduct such transactions in accordance with policies to promote fairness to all 

participating accounts (e.g., by assuring that an appropriate price is assigned to the 

security being crossed).  Where required by law or the governing documents for a client 

account, cross transactions are subject to client consent prior to settlement and 

information about the transaction, including the nature of the rebalancing transaction, the 
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price at which it will be effected and SIM’s position as principal, if applicable, are 

provided to allow the client to determine whether or not to consent. 

• Other Conflict Mitigation Practices.  Many of the conflicts resulting from 

performance-based fees and side-by side management are mitigated by SIM’s relevant 

policies and procedures.  As a general principle, SIM requires that potential conflicts of 

interest be addressed by placing client interests before personal or proprietary interests.  

SIM also has instituted trading policies to promote fair treatment of SIM Funds based on 

considerations unrelated to pecuniary interests to ensure that, wherever possible and over 

time, opportunities are allocated in a fair and equitable manner. 
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IITTEEMM  77::    TTyyppeess  ooff  CClliieennttss    

 

SIM, together with its affiliated entities, provides advisory and investment management services 

to a number of Funds. All of the Funds qualify for exemption from the definition of “investment 

company” under the Investment Company Act of 1940, as amended (the “Investment Company 

Act”) under Section 3(c) (1) or Section 3(c) (7) of the Investment Company Act. Only qualified 

and/or accredited investors may acquire interests in the Funds.   

 

The minimum investment amount for each Fund ranges between $250K - 5M and is disclosed in 

the Fund’s prospectus. Minimum investment amounts may be waived in the sole discretion of the 

General Partner for each Fund.   
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IITTEEMM  88::  MMeetthhooddss  ooff  AAnnaallyyssiiss,,  IInnvveessttmmeenntt  SSttrraatteeggiieess  aanndd  RRiisskk  ooff  LLoossss    

 

aa))  MMeetthhooddss  ooff  AAnnaallyyssiiss  &&  IInnvveessttmmeenntt  SSttrraatteeggiieess  

As noted in Item 4 of this Brochure, SIM  manages funds with similar investment strategies, each 

with related methods of analysis.  Additionally, SIM is focused or concentrated on real estate 

type investments.  The Fund will seek to invest in properties located in the United States that 

meet the investment criteria of the specific Fund. In general, assets targeted by the Fund will be 

located in sub-markets that possess one or more of the following characteristics: barriers to entry; 

in-fill locations; a constrained retail supply; high population density; above average household 

incomes; and high pedestrian or vehicular traffic. SIM believes that properties located within 

these markets are better-positioned to attract and retain retailer interest and increase in value 

through real estate cycles and in a continuously-evolving, competitive retailing environment. 

 

All investments anticipate a risk of loss and there is no guarantee that any particular strategy will 

be effective or yield particular results or levels of return.  As a result, SIM’s products and 

services are not intended to represent a complete investment solution and it is expected that 

Investors maintain assets other than those advised by or invested through SIM. Investors are 

responsible for appropriately diversifying their assets to guard against any risk of loss. 

 

bb))  MMaatteerriiaall  RRiisskkss  AAssssoocciiaatteedd  wwiitthh  tthhee  IInnvveessttmmeenntt  SSttrraatteeggiieess    

Real property investments are subject to multiple risks. Real estate values are affected by a 

number of factors, including: changes in the general economic climate, local conditions (such as 

an oversupply of space or a reduction in demand for real estate in an area), the quality and 

philosophy of management, competition from other available space, the ability of the owner to 

provide adequate maintenance and insurance and to control variable operating costs. Shopping 

centers, in particular, may be affected by changing perceptions of retailers or shoppers regarding 

the safety, convenience and attractiveness of the shopping center and by the overall climate for 

the retail industry. Real estate values are also affected by such factors as government regulations, 

interest rate levels, the availability of financing and potential liability under, and changes in, 

environmental, zoning, tax and other laws. Each Fund has risks which are specific to its 

particular investment strategies. For more information about the risks of each Fund, please see 

the offering memorandum for that particular fund. While SIM seeks to manage investments so 

that risks are appropriate to the return potential for the strategy, it is often not possible or 

desirable to fully mitigate risks. SIM does not offer any products or services that guarantee rates 

of return on investments for any period to any client or Investor. All clients and Investors assume 

the risk that investment returns may be negative or below the rates of return of other investment 

advisers or products.  Investors should understand that they could lose some or all of their 

investment and should be prepared to bear the risk of such potential losses. 

 

There are risks inherent in the investment strategies pursued, and the financial instruments used 

by SIM.  Key risks of loss which apply to the principal investment strategies employed by SIM   

are to be found in detailed descriptions and explanations in relevant Offering Materials. 
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IITTEEMM  99::    DDiisscciipplliinnaarryy  IInnffoorrmmaattiioonn    

 

The Firm and its supervised persons have not been involved in any legal or disciplinary events 

that are material to a client’s or potential client’s evaluation of our advisory business or the 

integrity of the Firm’s management.  

  

aa))  CCrriimmiinnaall  oorr  cciivviill  aaccttiioonn  

None 

 

bb))  AAddmmiinniissttrraattiivvee  pprroocceeeeddiinngg  

None 

 

cc))  SSeellff--rreegguullaattoorryy  oorrggaanniizzaattiioonn  ((SSRROO))  pprroocceeeeddiinngg    

None 
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IITTEEMM  1100::    OOtthheerr  FFiinnaanncciiaall  IInndduussttrryy  AAccttiivviittiieess  aanndd  AAffffiilliiaattiioonnss..    

 

aa))  RReeggiisstteerreedd  BBrrookkeerr--DDeeaalleerr  oorr  RReeggiisstteerreedd  RReepprreesseennttaattiivvee  

Not applicable.   

 

bb))  FFCCMM,,  CCPPOO,,  CCTTAA  oorr  AAssssoocciiaatteedd  PPeerrssoonn  

Not applicable.   

 

cc))  MMaatteerriiaall  BBuussiinneessss  RReellaattiioonnsshhiippss  wwiitthh  CCeerrttaaiinn  RReellaatteedd  PPeerrssoonnss  

 SIM Fund underlying assets are managed via a property management services agreement 

 with Sterling Retail Services Inc.   

 

dd))  RReeccoommmmeennddaattiioonn  aanndd  SSeelleeccttiioonn  ooff  OOtthheerr  IInnvveessttmmeenntt  AAddvviisseerrss  

Not applicable.  
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IITTEEMM  1111::    CCOOEE,,  PPaarrttiicciippaattiioonn  oorr  IInntteerreesstt  iinn  CClliieenntt  TTrraannssaaccttiioonnss  aanndd  PPeerrssoonnaall  TTrraaddiinngg  

aa))  CCooddee  ooff  EEtthhiiccss  ((““CCooddee””))  

SIM believes that (i) high ethical standards are essential for its success and to maintain the 

confidence of its clients; (ii) its long-term business interests are best served by adherence to the 

principle that the interests of clients come first; and (iii) it has a fiduciary duty to its clients to act 

solely for their benefit.  The Code describes SIM’s policies regarding confidential client 

information and regulates personal trading activity.  Securities holdings and transactions of all 

employees and their immediate family members are reviewed to determine compliance with the 

requirements of the Code.  The Code also contains other restrictions and reporting requirements 

designed to limit personal conflicts of interest.  These provisions apply to all employees of the 

Firm.  All personnel are also required to comply with applicable federal securities laws. All 

personnel of the Firm must put the interests of the Firm's clients before their own personal 

interests and must act honestly and fairly in all respects in dealings with clients. 

 

Clients or prospective clients may obtain a copy of the Code of Ethics by contacting us by e-mail 

at info@sterlingorganization.com or by telephone at (561) 835-1810. 

 

bb))  PPaarrttiicciippaattiioonn  oorr  IInntteerreessttss  iinn  CClliieenntt  TTrraannssaaccttiioonnss  

SIM’s officers, members and employees (“Supervised Persons”) may invest in any Fund for 

which the Firm serves as investment manager or adviser and in other investment opportunities 

such as an IPO, in which the Funds are participating. All such deals require prior authorization. 

The Firm will maintain records of all securities bought or sold by the Funds, the Firm, its 

associated persons and related entities. Files of securities transactions affected for related persons 

of the Firm will be maintained for review to detect and resolve any conflicts. The Chief 

Compliance Officer of the Firm will review all securities transactions of related persons of the 

Firm to ensure no conflicts exist with the Funds. Besides owning interests in the same Funds, 

however, no person related with the Firm is permitted to buy from, sell to, borrow from or lend 

to any client. 

 

The Firm also retains the discretion to invest for its own account in such investment vehicles, 

including the Funds, as it may choose.  

 

cc))  IInnvveessttmmeenntt  iinn  SSeeccuurriittiieess  RReeccoommmmeennddeedd  ttoo  CClliieennttss  

SIM’s Supervised Persons are specifically prohibited from using their knowledge about pending 

transactions or investments currently being considered for personal profit, including by 

purchasing or selling such securities directly or indirectly.  Employees are prohibited from 

investing in an investment in which the firm has invested in or is considering investing.  The 

Firm has adopted a Code of Ethics imposing on each employee a duty to place the interests of the 

Funds first, to report to the Firm any actual or potential conflict of interest. The Code of Ethics 

mailto:info@sterlingorganization.com
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requires each officer and employee of the Firm with access to the investments or portfolio 

information of the Funds (each an “Access Person”) to report quarterly theirs and their 

immediate family member's securities holdings and transactions to the Firm's Chief Compliance 

Officer. In addition, each Access Person must pre-clear any personal trades with the Chief 

Compliance Officer. The Code of Ethics also imposes restrictions and safeguards on the use of 

material nonpublic information.  

 

 

dd))  IInnvveessttmmeenntt  iinn  SSeeccuurriittiieess  aatt  oorr  aabboouutt  tthhee  SSaammee  TTiimmee  RReeccoommmmeennddeedd  ttoo  CClliieennttss  

See Part 11 C. above. 
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IITTEEMM  1122::  BBrrookkeerraaggee  PPrraaccttiicceess    

  

aa))  SSeelleeccttiinngg  oorr  RReeccoommmmeennddiinngg  BBrrookkeerr--DDeeaalleerrss  

As described in Item 4, above, SIM is the investment adviser to private real estate funds that 

invest in retail real estate and mixed-use properties with a significant retail component either 

through a direct investment in real property, the acquisition of debt or debt-like instruments 

secured by or relating to such real property, or the acquisition of equity securities issued by 

public or private companies that are primarily engaged in investing in and/or operating such 

assets.  Although SIM has the ability to invest in equity securities on behalf of the Funds, SIM 

has not done so to date.  Therefore, due to the nature of the Funds’ investments, SIM and its 

affiliates do not select or recommend broker-dealers for Fund transactions.  If in the future it is 

contemplated that SIM will invest in equity securities on behalf of the Funds, the Adviser will  

adopt appropriate policies and procedures. 

 

In addition, SIM does not utilize “soft dollars.” 
 

SIM recognizes that, as a fiduciary, it has a duty to allocate investment opportunities among its 

private funds in a fair and equitable manner. It should be noted that, generally, the SIM is 

restricted to raising and investing only one fund for a given investment strategy at a time. 

However, from time to time certain funds may have overlapping investment periods. If SIM 

determines that it would be appropriate for more than one fund to participate in an investment 

opportunity, SIM will seek to allocate the investment opportunity to all of the participating funds 

on a fair and equitable basis, taking multiple factors into account.  

 

 

bb))  AAggggrreeggaattiioonn    ooff  TTrraaddeess  

Not applicable 
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IITTEEMM  1133::    RReevviieeww  ooff  AAccccoouunnttss    

 

aa))  PPeerriiooddiicc    AAccccoouunntt  RReevviieewwss  

 

The Advisor periodically reviews client accounts at a minimum on a monthly basis.  The client 

accounts, including books and records, are reviewed by management as part of the quarterly 

close.  In the event other factors warrant a review (i.e. as a result of new/extended investments) a 

client account may be reviewed in addition to the periodic monthly and quarterly review process.  

 

bb))  CClliieenntt  RReeppoorrttss  

The responsibility of reporting to clients on their accounts is with SIM.  Clients are provided 

with unaudited interim financial statements related to their investments on a quarterly basis.  

Additionally, within 120 days after each year end clients are provided with an annual set of 

audited financial statements reviewed by an independent CPA firm as of December 31 of the 

preceding year.   



20 

 

 

IITTEEMM  1144::  CClliieenntt  RReeffeerrrraallss  aanndd  OOtthheerr  CCoommppeennssaattiioonn    

 

The Firm has entered, and may in the future enter, into written solicitation agreements with third 

parties (each a “Solicitor”).  Under the solicitation agreements, the Firm may pay a referral fee to 

a Solicitor when the Solicitor successfully introduces a fund investor to the Firm.  The amount of 

compensation is based on a negotiated percentage of the management and incentive fees received 

by the Firm from each fund investor.  The solicitation arrangement does not affect the amount of 

fees paid by each investor. The agreements comply with the conditions and requirements of Rule 

206(4)-3 under the Investment Advisers Act of 1940. 
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IITTEEMM  1155::  CCuussttooddyy    

 

Due to certain arrangements, SIM is deemed to have “custody” of managed Fund cash and 

securities within the meaning of Rule 206(4)-2 under the Advisers Act.   

 

SIM sends quarterly account statements directly to the investors. SIM  also provides (or causes to 

be provided) to each Investor in the Fund a copy of the Fund’s audited financial statements 

within 120 days following the relevant Fund’s fiscal year end. Investors who do not receive 

audited financial statements timely should contact the Firm immediately. 
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IITTEEMM  1166::    IInnvveessttmmeenntt  DDiissccrreettiioonn    

 

The Advisor generally manages Fund assets in a discretionary basis with the authority to 

determine for each Fund what investments are made, as well as when and how they are made. 

The Advisor acts in the authority to manage investments on behalf of the Funds it manages.  The 

Advisor acts in conformity with the Fund agreements, and with the instructions and directions of 

the General Partner, including compliance with all applicable laws and regulations. 
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IITTEEMM  1177::    VVoottiinngg  ooff  CClliieenntt  SSeeccuurriittiieess    

 

((aa))  PPrrooxxyy  VVoottiinngg  AAuutthhoorriittyy  

Based upon the Funds’ investment strategy and current lack of involvement in publicly-traded 

equities, SIM does not vote proxies. If in the future it is contemplated that SIM may exercise 

voting authority with respect to any client securities, SIM will adopt proxy policies and 

procedures that are consistent with Rule 206(4)-6. 

 

((bb))  CClliieenntt  PPrrooxxyy  VVoottiinngg  AAuutthhoorriittyy  

Refer to the answer to (a) previously stated. 
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IITTEEMM  1188::    FFiinnaanncciiaall  IInnffoorrmmaattiioonn    

 

No financial events have occurred to SIM   that would negatively affect the financial viability of 

SIM. There is no financial condition of SIM that is reasonably likely to impair SIM’s ability to 

meet contractual commitments to clients. 

 

aa))  FFiinnaanncciiaall  DDiisscclloossuurreess  

Not Applicable. 

 

bb))  MMaatteerriiaall  FFiinnaanncciiaall  IImmppaaiirrmmeenntt  

Not Applicable. 

 

cc))  BBaannkkrruuppttccyy  PPeettiittiioonnss  

Not Applicable. 
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