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Item 2:  Material Changes 

Sandton filed its most recent annual updating amendment to its brochure in March 2023. In May 2023, 
Sandton updated its brochure to include additional disclosure regarding the use of limited partners, or their 
affiliates, as vendors to the Funds (as defined below).  Please see Item 5.C below.  There have been no other 
material changes to this brochure since March 2023. All investors are encouraged to review this brochure 
carefully.  
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Item 4:  Advisory Business 

 
Item 4.A. 
 
Sandton Capital Partners, L.P. (“Sandton” or the “Firm”), a Delaware limited partnership, was founded in 
June 2010 by Rael Nurick and Thomas Wood.  Rael Nurick and Thomas Wood are the principal owners of 
Sandton. 
 
Item 4.B. 
 
Sandton is a private investment fund manager focused on special situation investments.  Sandton provides 
its services to privately offered domestic and offshore investment vehicles, some of which are co-
investment vehicles (the “Funds” or “clients”), pursuant to investment management agreements (“IMAs”) 
under which Sandton is granted investment discretion subject to the policies and restrictions imposed by 
the relevant IMAs and limited partnership agreements (each, an “LPA”) for such Funds.  
 
Historically, Sandton has not begun investing on behalf of a Fund until its predecessor Fund has invested 
substantially all its capital.  As a result, Sandton typically does not need to address allocation decisions as 
between or among the Funds, other than co-investment vehicles, as discussed below.  Although it has 
occurred very infrequently in the past, Sandton may be required to make allocation determination decisions 
between Funds with respect to certain “follow on” investments.  If such “follow on” investment consists of 
an additional purchase of an instrument held by an existing Fund from a different seller, such purchase 
opportunity will generally be allocated to the Fund that is currently in its investment period.  However, if 
such “follow on” investment takes the form of a cash infusion into a company or issuer that is the subject 
of debt or equity held by an existing Fund, then such “follow on” investment will be allocated to the Fund 
that initially made such investment, subject to the Fund’s capacity for such investment. Sandton is 
responsible for sourcing and identifying new investments.  Pursuant to certain of the Funds’ governing 
documents, if an investment that is a viable opportunity for a Fund exceeds a certain size, it is submitted to 
the Fund’s advisory committee (“Advisory Committee”) for additional review.  When a potential 
investment exceeds the Fund’s capacity for such investment, such investment may be considered as a 
potential co-investment opportunity.  When an eligible co-investment opportunity arises, the Firm will 
typically offer the opportunity to participate to certain investors in its discretion through a collective 
investment vehicle. Historically, co-investors have included (i) investors in the Fund for which that 
opportunity was originally sourced, (ii) certain key large investors in the relevant Fund, (iii) the investors 
who provided seed capital (the “Seed Investors”) to the Firm at the time of its founding. (See Items 10.C. 
and 11.A.)  
 
Item 4.C. 
 
The Firm tailors its advisory services to each Fund or co-investment vehicle it manages in accordance with 
the terms of the relevant offering memorandum or mandate for such co-investment vehicle, as applicable.   
 
Item 4.D. 
 
Sandton does not participate in, nor does it sponsor, wrap fee programs.  
 
Item 4.E. 
 
As of December 31, 2023, Sandton managed approximately $1,451,906,722 in regulatory assets under 
management on a discretionary basis.  Sandton does not manage client assets on a non-discretionary basis. 
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Item 5:  Fees and Compensation 

 
Item 5.A. 
 
Sandton’s management fees are set forth in each Fund’s relevant offering memorandum or LPA, in the case 
of a co-investment vehicle. 
 
Sandton is compensated for its advisory services based on a percentage of its investors’ capital commitment 
prior to the expiration of the investment period for such Fund and the lesser of its capital account balance, 
up to the capital commitment, or total investors’ contributions thereafter. Sandton, in its discretion, may 
waive or reduce the management fees for certain investors. 
 
Additionally, Sandton may charge monitoring fees to certain portfolio companies. The monitoring fee 
enables the portfolio companies to have access to special skills and management advisory services in 
connection with the portfolio companies’ general business operations. In accordance with the Fund’s 
relevant offering documents, management fees will be reduced by monitoring fees charged to the relevant 
fund. To the extent that an investor in the Funds does not pay management fees, their portion of the 
monitoring fees will reduce their expenses. This reduction is applied on an annual basis. Sandton did not 
charge monitoring fees to its portfolio companies during its last fiscal year but may do so in the future. 
 
The Funds are offered only to “qualified purchasers,” as defined in 2(a)(51)(A) of the Investment Company 
Act of 1940, as amended (the “Investment Company Act”). The Funds rely on the 3(c)(7) exemption from 
registration under the Investment Company Act. 
  
Item 5.B. 
 
Pursuant to the terms of each Fund’s LPA, the Firm is authorized to deduct management fees from each 
investor’s capital account on a quarterly basis.  
 
Item 5.C. 
 
The expenses described below are general in nature and not intended to be exhaustive. For more information 
regarding expenses associated with investing in a Fund, please refer to each applicable Fund's governing 
documents for a list of expenses that are paid by a particular Fund. Each of the Funds is generally 
responsible for all of its own organizational, initial offering and operating expenses (collectively, the 
“Organizational and Operating Expenses”), whether incurred prior to or following the initial closing date 
for the relevant Fund, including, but not limited to, expenses related to, or incurred in connection with 
sourcing, identifying, effecting, holding, monitoring or disposing of any investment (or proposed 
investment that is not consummated), including due diligence-related and sourcing-related fees and 
expenses, including sourcing fees and sourcing retainers, third party retainers and fees for sourcing services, 
finders fees, referral fees, appraisal fees and costs, third party research expenses, research related 
subscription costs, background checks, credit checks, title searches, legal database searches and 
subscriptions, travel, investment-related and/or sourcing-related travel and meals, including expenses of 
members of the sourcing team for travel to and from offices of the Investment Manager, meeting, deal 
sourcing, networking, conference, research and other expenses related to investments and prospective 
investments (including those that are not consummated) and other related expenses (including meals); 
monitoring fees and expenses, including custodial fees, initial and variation margin, interest expense, legal 
fees and professional fees, including fees paid to limited partners or their affiliates for such services 
provided to the Funds or portfolio companies (including experts’ fees relating to particular investments); 
fixed and/or performance fees, fees and expenses of dedicated or partially dedicated consultants, finders, 
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originators and senior advisors (each of whom, for the avoidance of doubt, may perform such services from 
time to time out of the offices of Sandton); costs and expenses related to hedges; brokerage commissions, 
broker subscription fees, acquisition fees, expenses relating to short sales, clearing and settlement charges, 
loan servicing fees and expenses and initial and variation margin; costs and fees of outside counsel, 
accountants, consultants, experts and other third party service providers (including third party valuation and 
pricing services); and costs and expenses incurred in connection with organizing, maintaining and operating 
entities controlled by Sandton or an affiliate, including in non-U.S. jurisdictions, for the purpose of 
facilitating one or more Portfolio Investments in certain jurisdictions (including rent, salaries and ancillary 
costs of such entities, and costs and expenses of administering such entities); costs and expenses relating to 
the operation of the Partnership, including expenses relating to the offer and sale of such Fund’s limited 
partnership interests (“Interests”), including, but not limited to, travel, printing and mailing fees; costs and 
expenses related to transfers of Interests; the Management Fee; the Additional Fee (as defined below); costs 
and expenses incurred in connection with indebtedness of such Fund and its subsidiaries, including the costs 
of establishing such other indebtedness, the costs of monitoring compliance therewith (including the costs 
of purchasing, licensing or developing any computer software used for such purposes); certain entity level 
taxes (but without duplication of any such taxes withheld by the Partnership and deemed to be a distribution 
or payment to a Partner) as determined by such Fund’s general partner (“General Partner”)and 
governmental filing fees and related costs, including costs and expenses of the “partnership representative” 
of such Fund; its pro rata share of each of the relevant Master Fund’s expenses related to FATCA 
Compliance; costs and expenses incurred in complying with the rules of any self-regulatory organization 
or any federal, state or local laws; compliance expenses relating to the operation of the Partnership or its 
investments including expenses relating to regulatory filings (or portions thereof) that Sandton, the General 
Partner or their respective affiliates are required to make in connection therewith (including, Form PF 
expenses, expenses in connection with Commodity Futures Trading Commission (“CFTC”)  reporting and 
expenses in connection with Alternative Investment Fund Manager Directive reporting (if applicable)), 
audits and expenses of compliance consultants relating to such Fund; legal expenses, fees of the 
administrator, internal and external accounting, loan-monitoring and other portfolio tracking software, 
portfolio reporting software and licensing costs; audit and tax preparation expenses; appraisal and valuation 
fees; expenses associated with the Advisory Committee meetings and the reasonable out-of-pocket 
expenses of the members of the Advisory Committee or Conflicts Committee in connection with their 
services; premiums for directors’ and officers’, errors and omissions and lender liability insurance and 
fidelity bonds and other operational expenses; indemnification amounts payable to persons entitled to 
indemnification under the relevant LPA; expenses associated with reporting (including reporting software 
license expenses) and providing information to Limited Partners; costs and expenses associated with any 
litigation, threatened litigation or governmental or regulatory inquiry (including any judgments, settlements 
or other amounts paid in connection therewith) and all other extraordinary expenses; and all other costs and 
expenses incurred that are authorized by this Agreement or approved by the General Partner and with the 
consent of a majority-in-interest of Limited Partners or Advisory Committee Consent.  Such expenses shall 
generally be shared by all of the Partners on a pro rata basis based on Commitments, including the General 
Partner; provided, however, that the General Partner may allocate operating expenses of such Fund that are 
solely in respect of a particular Portfolio Investment (such as due diligence and travel expenses) only to the 
Partners participating in such Portfolio Investment on a pro rata basis in accordance with such Partners’ 
participation in such Portfolio Investment.  Notwithstanding the foregoing, expenses of the Partnership and 
the Offshore Fund relating solely to organizational and offering expenses (as amortized) shall be borne by 
Sandton (through a reduction of the Management Fee) to the extent that such expenses in the aggregate 
exceed the relevant cap for such Fund. 
 
Senior personnel of third parties that may provide services to the Funds (including law firms) are currently, 
and may from time to time become, investors in the Funds. This creates a potential conflict of interest for 
Sandton. Sandton generally manages such conflicts of interest by (i) seeking to select service providers 
based on the level of quality and services that they provide to the Funds, (ii) making such decision 
independent of such service providers’ senior personnel’s decision to invest in a Fund, and (iii) periodically 
assessing the overall services and pricing of each service provider that has senior personnel who are invested 
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in the Funds. In addition, fees for such providers will be at current market rates for similar services. Sandton 
does not negotiate vendor relationships on behalf of its portfolio companies and all decisions on vendor 
selection are made by the associated portfolio company.  
 
The Organizational and Operating Expenses of a Fund described above are generally shared by all of the 
Fund’s partners on a pro rata basis based on their respective commitments, including its General Partner; 
the Fund’s General Partner may, however, allocate operating expenses of the Fund that are solely in respect 
of a particular Portfolio Investment (such as due diligence and travel expenses) to only the partners 
participating in such Portfolio Investment on a pro rata basis based on such partners’ participation in such 
Portfolio Investment.  Moreover, certain types of expenses of a Fund will be borne by the Firm (through a 
reduction of its management fee) instead of the Fund if such expenses exceed the cap specified in the Fund’s 
organizational documents. 
 
Affiliates of Sandton may charge each Fund an additional fee in connection with the management and 
servicing of certain positions of such Fund’s loan portfolio (the “Additional Fee”).  The Additional Fee is 
in addition to the management fee already payable by such Fund and will be used to facilitate Sandton or 
its affiliates in engaging personnel and incurring other overhead costs to manage these loans in lieu of hiring 
an unaffiliated third-party service provider to provide these services. The total fee charged to the Funds 
corresponds to a portion of the overhead costs, including salary, bonus, and benefits, of the employees 
engaged in performing such loan servicing.  
 
Any Additional Fee payable by each Fund to the Firm or its affiliates will be reasonably based on the service 
being provided and the profits received by Sandton and its affiliates in connection with the provision of 
these services and will not exceed a specified amount, as outlined in such Fund’s LPA. Sandton did not 
charge any Additional Fee to any Fund during its last fiscal year but may do so in the future. 
 
Co-investors participating in a co-investment may be required to pay amounts to Sandton or its affiliates, 
including management fees, administration fees, the Additional Fee, and other fees, carried interest or other 
incentive compensation, and operating expenses and other expenses reimbursements associated with any 
co-investment vehicle through which they invest.  Sandton and its affiliates may elect to reduce or waive 
any or all such fees and other amounts for the benefit of one or more co-investors without offering such 
reduction or waiver to other co-investors.  In addition, a co-investor (other than the Fund for which such 
opportunity was sourced) will not receive a share of any topping, break up or broken deal fees received in 
connection with an unconsummated co-investment. 
 
In general, a Fund will bear 100% of all out-of-pocket expenses associated with any investment that is not 
consummated, including any portion thereof that may or would have been allocated to potential co-investors 
had such investment been consummated.  Sandton believes this approach is fair and reasonable because: (i) 
the amount of broken deal expenses associated with an investment is expected to be the same, or 
substantially similar, regardless of whether co-investors participate in such investment; (ii) in most cases, 
it is impracticable to charge broken deal expenses  to co-investors since such expenses are typically incurred 
prior to the time when a co-investor becomes contractually committed to participate in such investment; 
and (iii) the participation of co-investors can often provide material benefits to a Fund, including facilitating 
Sandton’s efforts to diversify such Fund’s portfolio and allowing the Fund to participate in larger, and 
potentially attractive, investments with co-investors whose interests are more likely to be aligned with the 
interests of the Fund than third-party co-investors not selected by Sandton. 
 
Item 5.D.  
 
Each Fund pays Sandton a management fee, payable quarterly in advance, commencing on each Fund’s 
specified closing date, in respect of the limited partners therein.  Fees are not reimbursable in the event of 
an early termination of either a Fund or an investor’s participation in Fund.  
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Item 5.E. 
 
None of Sandton or any of its supervised persons participate in the sale of securities or other related 
investment products. 
 
 
Item 6:  Performance-Based Fees and Side-by-Side Management 

 
A carried interest distribution is made in respect of each investor in a Fund to such Fund’s general partner, 
as outlined in the respective LPA, to the extent the relevant preferred return has been satisfied.  All accounts 
managed by Sandton are subject to a carried interest allocation.      
 

Item 7:  Types of Clients 

 
Sandton provides investment advice to Funds domiciled in Delaware and the Cayman Islands.  The 
minimum investment amount is generally $2,500,000.  This amount may be higher or lower depending on 
each Fund’s offering memorandum and management discretion and the relevant general partner retains the 
right to waive such minimum amount. 
 

Item 8:  Methods of Analysis, Investment Strategies and Risk of Loss 

 
Item 8.A.  
 
The investment objective of Sandton is to generate superior risk-adjusted returns by acquiring a diversified 
portfolio of special situation investments. 
 
Subject to the limitations and risks listed below and subject to the offering memorandum for each Fund and 
LPA for each co-investment vehicle, Sandton seeks to achieve its investment objective by investing, 
directly or indirectly, on an opportunistic basis in the following asset classes and instruments: (i) performing 
and non-performing debt instruments such as senior debt, secured debt, second lien debt and structured 
finance products such as collateralized debt obligations (“CDOs”), collateralized loan obligations 
(“CLOs”) and similar securitization vehicles or instruments; (ii) niche asset classes including, without 
limitation, financial claims, insurance products, trade claims, consumer assets, leases, litigation claims, 
receivables, aircraft, equipment, merchant cash advances, working interests, intangible assets, including, 
without limitation, licenses and intellectual property, royalties, cash flow participations, personal property 
and real property; (iii) opportunistic loans and privately negotiated instruments in real estate and corporate 
entities structured as, among other things, senior secured debt, junior secured debt, unsecured mezzanine 
financing, preferred equity, equity, debtor-in-possession (DIP) financing, bridge loans or structured letters 
of credit; (iv) liquidations, corporate restructurings, in / post-bankruptcy equity / assets and litigation; 
(v) distressed assets (equity or debt, including, distressed debt with an equity participation and distressed 
debt that may be converted to equity); (vi) various derivative instruments such as options, futures, 
commodities, swaps and swaptions, for hedging purposes (each such position, a “Hedge”); and (vii) other 
investment instruments related to the assets set forth in clauses (i) through (v) above (collectively, 
“Portfolio Investments”).  In addition to direct investments, each of the Master Funds also may 
form joint ventures and special purpose vehicles in order to acquire, and aggregate difficult-to-
service loans, equipment leases or other assets and to source new investments.  The Fund may 
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invest in U.S. and non-U.S. Portfolio Investments that are traded on exchanges and over-the-
counter (“OTC”) markets and through private placement or bilateral transactions. 
 
Item 8.B. and Item 8.C.  
 
An investment in a Fund entails substantial risks, including but not limited to, these listed below, and a 
prospective investor should be prepared to bear the risk of a loss and carefully consider the following 
factors, among others, in determining whether an investment in such Fund is suitable for them.  
 
General Investment and Trading Risks.  An investment in a Fund involves risks, including the risk that 
the entire amount invested may be lost.  A Fund will invest in Portfolio Investments using investment 
techniques with risk characteristics, including risks arising from the volatility of the credit markets, the 
risks of borrowings and short sales, the potential illiquidity of Portfolio Investments and the risk of loss 
from counterparty defaults.  No guarantee or representation is made that such Fund’s investment objective 
will be achieved.  A Fund may utilize such investment techniques as option transactions, margin 
transactions, short sales, limited diversification and derivatives trading, which practices can, in certain 
circumstances, increase the adverse impact to which such Fund may be subject. 
 
Force Majeure.  Portfolio investments may be affected by force majeure events (i.e., events beyond the 
control of the party claiming that the event has occurred, including, without limitation, acts of God, fire, 
flood, earthquakes, outbreaks of an infectious disease, pandemic or any other serious public health concern, 
war, terrorism, labor strikes, major plant breakdowns, pipeline or electricity line ruptures, failure of 
technology, defective design and construction, accidents, demographic changes, government 
macroeconomic policies, social instability, etc.). Some force majeure events may adversely affect the ability 
of a party (including a portfolio company or a counterparty to a Fund or a portfolio company) to perform 
its obligations until it is able to remedy the force majeure event. In addition, forced events, such as the 
cessation of the operation of machinery for repair or upgrade, could similarly lead to the unavailability of 
essential machinery and technologies. These risks could, among other effects, adversely impact the cash 
flows available from a portfolio company, cause personal injury or loss of life, damage property, or instigate 
disruptions of service. In addition, the cost to a portfolio company or a Fund of repairing or replacing 
damaged assets resulting from such force majeure event could be considerable. Force majeure events that 
are incapable of or are too costly to cure may have a permanent adverse effect on a portfolio company. 
Certain force majeure events (such as war or an outbreak of an infectious disease) could have a broader 
negative impact on the world economy and international business activity generally, or in any of the 
countries in which the Funds may invest specifically. Additionally, a major governmental intervention into 
industry, including the nationalization of an industry or the assertion of control over one or more portfolio 
companies or its assets, could result in a loss to the Funds, including if the investment in such portfolio 
companies is canceled, unwound or acquired (which could be without adequate compensation).  
 
Illiquid Portfolio Instruments.  Each Fund expects to invest in Portfolio Investments that are subject to 
legal or other restrictions on transfer or for which no liquid market exists.  The market prices, if any, for 
such Portfolio Investments tend to be volatile and may not be readily ascertainable, and such Fund may not 
be able to sell them when it desires to do so or to realize what it perceives to be their fair value in the event 
of a sale.  The sale of restricted and illiquid Portfolio Investments often requires more time and results in 
higher brokerage charges or dealer discounts and other selling expenses than does the sale of Portfolio 
Investments eligible for trading on national securities exchanges or in the over-the-counter (“OTC”) 
markets.  Restricted Portfolio Investments may sell at a price lower than similar Portfolio Investments that 
are not subject to restrictions on resale. 
 
Investments in Distressed Securities.  A Fund may invest in “below investment grade” securities and 
obligations of issuers in weak financial condition, experiencing poor operating results, having substantial 
capital needs or negative net worth, or facing special competitive or product obsolescence problems, 
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including companies involved in bankruptcy or other reorganization and liquidation proceedings.  Although 
these securities and obligations may offer the potential for correspondingly high returns, they involve a 
substantial degree of business and financial risk.  Among the risks inherent in investments in troubled 
entities is the fact that it frequently may be difficult to obtain information as to the true condition of such 
issuers.  Such investments may also be adversely affected by laws relating to, among other things, 
fraudulent transfers and other voidable transfers or payments, lender liability and the bankruptcy court’s 
power to disallow, reduce, subordinate or disenfranchise particular claims.  Such companies’ securities may 
be considered speculative, and the ability of such companies to pay their debts on schedule could be affected 
by adverse interest rate movements, changes in the general economic climate, economic factors affecting a 
particular industry or specific developments within such companies.  In addition, there is no minimum 
credit standard that is a prerequisite to the Fund’s investment in any instrument, and a significant portion 
of the obligations and securities in which the Fund invests may be less than investment grade.  The level of 
analytical sophistication, both financial and legal, necessary for successful investment in companies 
experiencing significant business and financial difficulties is unusually high.  There is no assurance that the 
Firm will correctly evaluate the value of the assets collateralizing such Fund’s loans or the prospects for a 
successful reorganization or similar action.  In any reorganization or liquidation proceeding relating to a 
company in which such Fund invests, such Fund may lose its entire investment, may be required to accept 
cash or securities with a value less than such Fund’s original investment and/or may be required to accept 
payment over an extended period of time.  Under such circumstances, the returns generated from such 
Fund’s investments may not compensate investors adequately for the risks assumed. 
 
In liquidation (both in and out of bankruptcy) and other forms of corporate reorganization, there exists the 
risk that the reorganization either will be unsuccessful (due to, for example, failure to obtain requisite 
approvals), will be delayed (for example, until various liabilities, actual or contingent, have been satisfied) 
or will result in a distribution of cash or a new security the value of which will be less than the purchase 
price to such Fund of the security in respect to which such distribution was made. 
 
Generally, the Fund will not be “hedged” against market fluctuations, or, in liquidation situations, may not 
accurately value the assets of the company being liquidated. This can result in losses, even if the proposed 
transaction is consummated. 
 
Bankruptcy Claims.  A Fund may invest in bankruptcy claims which are amounts owed to creditors of 
companies in financial difficulty.  Bankruptcy claims are illiquid and generally do not pay interest and there 
can be no guarantee that the debtor will ever be able to satisfy the obligation on the bankruptcy claim.  The 
markets in bankruptcy claims are not generally regulated by federal securities laws or the Securities and 
Exchange Commission (the “SEC”).  Because bankruptcy claims are frequently unsecured, holders of such 
claims may have a lower priority in terms of payment than certain other creditors in a bankruptcy 
proceeding. In addition, under certain circumstances, payments and distributions may be reclaimed if any 
such payment is later determined to have been a fraudulent conveyance or a preferential payment. 
 
Defaulted Securities.  A Fund may invest in the securities of, and trade claims against, companies involved 
in bankruptcy proceedings, reorganizations and financial restructurings and may have a more active 
participation in the affairs of the issuer than is generally assumed by an investor. This may subject such 
Fund to litigation risks or prevent such Fund from disposing of securities. In a bankruptcy or other 
proceeding, such Fund as a creditor may be unable to enforce its rights in any collateral or may have its 
security interest in any collateral challenged, disallowed or subordinated to the claims of other creditors. 
While such Fund will attempt to avoid taking the types of actions that would lead to equitable subordination 
or creditor liability, there can be no assurance that such claims will not be asserted or that such Fund will 
be able to successfully defend against them. Other investors may purchase the securities of these companies 
for the purpose of exercising control or management, and such Fund may be at a disadvantage to the extent 
that such Fund’s interests differ from the interests of these other investors. 
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Risks Associated with Bankruptcy Proceedings.  There are a number of significant risks when investing 
in companies involved in bankruptcy proceedings, including the following: 
 

• Many of the events within a bankruptcy case are adversarial and often beyond the control of the 
creditors.  While creditors generally are afforded an opportunity to object to significant actions, 
there can be no assurance that a bankruptcy court would not approve actions which may be contrary 
to the interests of a Fund.  

 
• A bankruptcy filing may have adverse and permanent effects on a company.  For instance, the 

company may lose its market position and key employees and otherwise become incapable of 
restoring itself as a viable entity.  Further, if the proceeding is converted to a liquidation, the 
liquidation value of the company may not equal the liquidation value that was believed to exist at 
the time of the investment.  

 
• The duration of a bankruptcy proceeding is hard to predict.  The reorganization of a company 

usually involves the development and negotiation of a plan of reorganization, plan approval by 
creditors and confirmation by the bankruptcy court.  This process can involve substantial legal, 
professional and administrative costs to the company and such Fund; it is subject to unpredictable 
and lengthy delays; and during the process the company’s competitive position may erode, key 
management may depart and the company may not be able to invest adequately.  In some cases, 
the company may not be able to reorganize and may be required to liquidate assets.  A creditor’s 
return on investment can be impacted adversely by delays while the plan of reorganization is being 
negotiated, approved by creditors and confirmed by the bankruptcy court, and until it ultimately 
becomes effective. Although each Fund intends to invest primarily in debt, the debt of companies 
in financial reorganization will, in most cases, not pay current interest, may not accrue interest 
during reorganization and may be adversely affected by an erosion of the issuer’s fundamental 
values.  Such investments can result in a total loss of principal. 

 
• U.S. bankruptcy law permits the classification of “substantially similar” claims in determining the 

classification of claims in a reorganization for purpose of voting on a plan of reorganization.  
Because the standard for classification is vague, there exists a significant risk that such Fund’s 
influence with respect to a class of securities can be lost by the inflation of the number and the 
amount of claims in, or other gerrymandering of, the class. 
 

• Certain claims, such as claims for taxes, wages and certain trade claims, may have priority over the 
claims of certain creditors. 
 

• The administrative costs in connection with a bankruptcy proceeding are frequently high and will 
be paid out of the debtor’s estate prior to any return to creditors. 

 
• Furthermore, there are instances where creditors and equity holders lose their ranking and priority 

as such when they take over management and functional operating control of a debtor.  In those 
cases where a Fund, by virtue of such action, is found to exercise “domination and control” of a 
debtor, the Fund may lose its priority if the debtor can demonstrate that its business was adversely 
impacted or other creditors and equity holders were harmed by such Fund. 

 
• The Firm or the general partner, on behalf of a Fund, may elect to serve on creditors’ committees, 

equity holders’ committees or other groups to ensure preservation or enhancement of the Fund’s 
position as a creditor or equity holder.  A member of any such committee or group may owe certain 
obligations generally to all parties similarly situated that the committee represents.  If the Firm or 
the general partner, as applicable, concludes that its obligations owed to the other parties as a 
committee or group member conflict with its duties owed to such Fund or otherwise outweigh the 
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advantages of such membership, it will not seek membership in, or will resign from, that committee 
or group, and such Fund may not realize the benefits, if any, of participation on the committee or 
group.  In addition, and also as discussed above, if a Fund is represented on a committee or group, 
it may be restricted or prohibited under applicable law from disposing of or increasing its 
investments in such company while it continues to be represented on such committee or group. 

 
A Fund may purchase creditor claims subsequent to the commencement of a bankruptcy case.  Under 
judicial decisions, it is possible that such purchase may be disallowed by the bankruptcy court if the court 
determines that the purchaser has taken unfair advantage of an unsophisticated seller, which may result in 
the rescission of the transaction (presumably at the original purchase price) or forfeiture by the purchaser. 
 
Changes in bankruptcy or other applicable laws may have a material adverse effect on such Fund. In 
addition, investments in debt of financially distressed companies domiciled outside the United States 
involves additional risks. Bankruptcy law and process may differ substantially from that in the United 
States, resulting in greater uncertainty as to the rights of creditors, the enforceability of such rights, 
reorganization timing, and the classification, seniority and treatment of claims. 
 
Litigation.  Litigation, including with respect to work-outs, restructuring and reorganizations, contentious 
and adversarial.  It is by no means unusual for participants to use the threat of, as well as actual, litigation 
as a negotiating technique.  The Firm anticipates that during the term of each Fund, its general partner, the 
Firm and perhaps certain of its larger investors may be named as defendants in civil proceedings.  The 
expense of defending against claims by third parties and paying any amounts pursuant to settlements or 
judgments would generally be borne by the Fund and would reduce net assets or could require investors to 
return to the Fund distributed capital and earnings. 
 
Debt Instruments.  The Firm expects that a portion of Portfolio Investments may consist of investments 
in debt securities or debt instruments. These types of investments are subject to the risk of an issuer’s ability 
to meet principal and interest payments on the obligation (credit risk), and may also be subject to price 
volatility due to such factors as interest rate sensitivity, market perception of the creditworthiness of the 
issuer and general market liquidity (market risk). With bonds and other fixed income securities, a rise in 
interest rates typically causes a fall in values, while a fall in interest rates typically causes a rise in values. 
The risk of debt securities varies significantly depending upon factors such as the issuer and maturity.  For 
example, the issuer of a security or the counterparty to a contract may default or otherwise becomes unable 
to honor a financial obligation.  Debt investments in some companies may be riskier than investments in 
the stocks of others. 
 
Cross-collateralization. Certain of the loans may be cross-collateralized. Cross-collateralization 
arrangements may be subject to challenge, which could result in the subordination of a Fund’s interest in 
the collateral or the loan itself. Cross-collateralization arrangements involving more than one borrower 
could be challenged as fraudulent conveyances by creditors of the related borrower in an action brought 
outside a bankruptcy case or, if the borrower were to become a debtor in a bankruptcy case, by the 
borrower’s representative (or the borrower as debtor-in-possession).  If a court were to conclude that the 
granting of the liens to cross-collateralize a loan was a voidable fraudulent conveyance, such court could 
(i) subordinate all or part of the pertinent loan to existing or future indebtedness of that borrower; (ii) recover 
payments made under that loan; or (iii) take other actions detrimental to such Fund, including, under certain 
circumstances, invalidating the loan or such Fund’s interest in the collateral securing the cross-
collateralized loan.  Any of these actions could impair, delay or eliminate payments by the borrower of a 
loan that is cross-collateralized, which would adversely affect the returns expected by the investors with 
respect to any such loan. 
 
Contingent Liabilities.  A Fund may from time to time incur contingent liabilities in connection with an 
investment.  For example, a Fund may purchase from a lender a revolving credit facility that has not yet 
been fully drawn.  If the borrower subsequently draws down on the facility, such Fund would be obligated 
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to fund the amounts due.  A Fund may also enter into agreements pursuant to which it agrees to assume 
responsibility for default risk presented by a third-party, and may, on the other hand, enter into agreements 
through which third-parties offer default protection to such Fund.  In addition, a Fund may purchase 
investments in issuers that are subject to contingent liabilities, including in connection with any ongoing 
litigation at the issuer level. Finally, a Fund may enter into guarantees in respect of a Portfolio Investment 
that may exceed aggregate Unfunded Commitments.  If the Fund is required to advance amounts under any 
such guarantee, such Fund may be required to fund such amounts from available disposition proceeds, 
thereby reducing returns to investors. 
 
Fraud.  Of paramount concern in lending is the possibility of material misrepresentation or omission on 
the part of the borrower.  Such inaccuracy or incompleteness may adversely affect the valuation of the 
collateral underlying the loans or may adversely affect the ability of a Fund to perfect or effectuate a lien 
on the collateral securing the loan.  A Fund will rely upon the accuracy and completeness of representations 
made by borrowers to the extent reasonable, but cannot guarantee such accuracy or completeness.  Under 
certain circumstances, payments to such Fund may be reclaimed if any such payment or distribution is later 
determined to have been a fraudulent conveyance or a preferential payment. 
 
Prepayment Risk.  The frequency at which prepayments (including voluntary prepayments by the obligors 
and liquidations due to default and foreclosures) occur on loans and other debt underlying certain of a 
Fund’s investments will be affected by a variety of factors including, but not limited to, the prevailing level 
of interest rates as well as economic, demographic, tax, social, legal and other factors. In general, 
“premium” financial instruments (i.e., financial instruments whose market values exceed their principal or 
par amounts) are adversely affected by faster-than-anticipated prepayments, and “discount” financial 
instruments (i.e., financial instruments whose principal or par amounts exceed their market values) are 
adversely affected by slower than anticipated prepayments. Since such Fund’s investments may include 
discount financial instruments when interest rates are high, and may include premium financial instruments 
when interest rates are low, such investments may be adversely affected by prepayments in any interest rate 
environment. 
 
Agency Provisions.  Agency provisions in the loans acquired by a Fund may impair enforcement actions 
against the collateral and expose such Fund to losses on the loans. The loans may consist of agented loans.  
Under the underlying loan agreement with respect to agented loans, the loan originator or another financial 
institution may be designated as the administrative agent and/or collateral agent. Under these arrangements, 
the borrower grants a lien to such agent on behalf of the lenders and directs payments to such agent, which, 
in turn, will distribute payments to the lenders, including such Fund. The agent is responsible for 
administering and enforcing the loan and generally may take actions only in accordance with the 
instructions from lenders holding a specified percentage in commitments or principal amount of the loan. 
In the case of loans that are part of a capital structure that includes both senior and subordinated loans, the 
agent may take such action in accordance with the instructions of one or more senior lenders without 
consultation with, or any right to vote (except in certain limited circumstances) by, the subordinated lenders. 
The loans held by such Fund may represent less than the amount sufficient to compel such actions or may 
represent subordinated debt which is precluded from acting and, under such circumstances, such Fund 
would only be able to direct such actions if instructions from such Fund were made in conjunction with 
other lenders that together comprise the requisite percentage of lenders then entitled to take or direct the 
agent to take action. Conversely, if the required percentage of lenders other than such Fund desire to take 
or direct the agent to take certain actions, such actions may be taken even if such Fund did not support such 
actions. Furthermore, if a loan held by a Fund is subordinated to one or more senior loans made to the 
borrower, the ability of such Fund to exercise such rights may be subordinated to the exercise of such rights 
by the senior lenders. However certain actions, such as amendments to the material payment terms of the 
loans, typically may not be taken without consent of all lenders, including such Fund. If the loan is a 
syndicated revolving loan or delayed draw term loan, other lenders may fail to satisfy their full contractual 
funding commitments for such loan, which could create a breach of contract resulting in a lawsuit by the 
borrower against the lenders (including such Fund even if it did not default) and adversely affect the fair 



14 
 

market value of such loan. 
 
There is a risk that an agent may become subject to insolvency proceedings. Such an event could delay, 
and possibly impair, the ability of the lenders for such agented loan to take any enforcement action against 
the related borrower or the collateral securing a loan and may require the lenders to take action in the agent’s 
insolvency proceeding to realize on proceeds or payments made by borrowers that are in the possession or 
control of the agent. 
 
In addition, it is expected that agented loans will allow for the agent to resign. Agented loans may or may 
not contain provisions for lenders to remove the agent. If an agent resigns or is removed, the lenders may 
be required to find, and the required percentage thereof agree to appoint, a successor agent that may be 
difficult to find or cost more than the predecessor agent. 
 
Non-Performing Nature of Debt.  It is anticipated that certain debt instruments purchased by a Fund will 
be non-performing and possibly in default.  Furthermore, the obligor or relevant guarantor may also be in 
bankruptcy or liquidation.  There can be no assurance as to the amount and timing of payments, if any, with 
respect to the loans. 
 
Investments in Junior Securities.  Certain of the securities in which a Fund may invest may be among the 
most junior in the issuer’s capital structure and, thus, subject to the greatest risk of loss. In such cases, there 
may be no collateral to protect such Fund’s investment once made. 
 
Lender Liability Considerations and Equitable Subordination.  In recent years, a number of judicial 
decisions in the United States have upheld the right of borrowers to sue lending institutions on the basis of 
various evolving legal theories (collectively termed “lender liability”). Generally, lender liability is founded 
upon the premise that an institutional lender has violated a duty (whether implied or contractual) of good 
faith and fair dealing owed to the borrower or has assumed a degree of control over the borrower resulting 
in a creation of a fiduciary duty owed to the borrower or its other creditors or shareholders. While believed 
to be unlikely, because of the nature of certain of the Fund’s investments, the Fund could be subject to 
allegations of lender liability. 
 
In addition, under common law principles that in some cases form the basis for lender liability claims, if a 
lender (i) intentionally takes an action that results in the undercapitalization of a borrower or issuer to the 
detriment of other creditors of such borrower or issuer; (ii) engages in other inequitable conduct to the 
detriment of such other creditors; (iii) engages in fraud with respect to, or makes misrepresentations to, 
such other creditors; or (iv) uses its influence as a stockholder to dominate or control a borrower or issuer 
to the detriment of other creditors of such borrower or issuer, a court may elect to subordinate the claim of 
the offending lender or bondholder to the claims of the disadvantaged creditor or creditors (a remedy called 
“equitable subordination”).  None of Funds intend to engage in conduct that would form the basis for a 
successful cause of action based upon the equitable subordination doctrine; however, because of the nature 
of the debt obligations, a Fund may be subject to claims from creditors of an obligor that debt obligations 
of such obligor which are held by the issuer should be equitably subordinated. Accordingly, it is possible 
that lender liability or equitable subordination claims affecting the Fund’s investments could arise without 
the direct involvement of such Fund. 
 
Bank Loans.  A Fund’s investment program may include investments in bank loans and participations.  
These obligations are subject to unique risks, including: (i) the possible invalidation of an investment 
transaction as a fraudulent conveyance under relevant creditors’ rights laws; (ii) so-called lender-liability 
claims by the issuer of the obligations; (iii) environmental liabilities that may arise with respect to collateral 
securing the obligations; and (iv) limitations on the ability of the Fund to directly enforce its rights with 
respect to participations.  In analyzing each bank loan or participation, the Firm compares the relative 
significance of the risks against the expected benefits of the investment.  Successful claims by third parties 
arising from these and other risks will be borne by such Fund. 



15 
 

 
General Credit Risks of Loan Origination. A meaningful portion of a Fund’s investment portfolio may 
consist of newly originated loans. Such Fund may be exposed to losses on such loans resulting from default 
and foreclosure. Therefore, the value of the underlying collateral, the creditworthiness of the borrower and 
the priority of the lien are each of great importance. A Fund cannot guarantee the adequacy of the protection 
of such Fund’s interests, including the validity or enforceability of the loan and the maintenance of the 
anticipated priority and perfection of the applicable security interests. Furthermore, a Fund cannot assure 
that claims may not be asserted that might interfere with enforcement of such Fund’s rights. In the event of 
a foreclosure, such Fund or an affiliate of the Fund may assume direct ownership of the underlying asset. 
The liquidation proceeds upon a sale of such asset may not satisfy the entire outstanding balance of principal 
and interest on the loan, resulting in a loss to such Fund. Any costs or delays involved in the effectuation 
of a foreclosure of the loan or a liquidation of the underlying property will further reduce the proceeds and 
thus increase the loss. 
 
Overconcentration in Loans and Other Assets Intended to Be Sold to Other Accounts. Certain of the 
Funds may originate or otherwise acquire loans and other assets with the intention of earning income on 
them for some period of time and thereafter selling them to other funds or accounts managed by the Firm. 
However, any such other funds or accounts will not be bound to purchase these loans and other assets from 
such Fund and will undertake an independent analysis and decision to purchase these loans and other assets. 
Accordingly, these other funds or accounts may reject a Fund’s offer to sell the loans and other assets, or 
may reject the price at which the Fund offers to sell the loans and other assets. Prior to the sale of these 
loans and other assets to these other funds or accounts, or if a Fund and the other funds or accounts cannot 
agree on the terms for a sale of these loans and other assets, and such Fund cannot find another buyer at an 
acceptable price, such Fund’s concentration of these assets may be greater than would otherwise have been 
optimal. 
 
Loan Participations.  A Fund may invest in secured and unsecured loans, factoring agreements or other 
investments acquired through assignment or participations. In purchasing participations, a Fund may have 
a contractual relationship only with the selling institution, and not necessarily the borrower. A Fund may 
have no right directly to enforce compliance by the borrower with the terms of the loan agreement, nor any 
rights of set-off against the borrower, nor necessarily the right to object to certain changes to the loan 
agreement agreed to by the selling institution. A Fund may not directly benefit from the collateral 
supporting the related secured loan and may not be subject to any rights of set-off the borrower has against 
the selling institution. 
 
In addition, in the event of the insolvency of the selling institution, under the laws of the United States, a 
Fund may be treated as a general creditor of such selling institution, and may not have any exclusive or 
senior claim with respect to the selling institution’s interest in, or the collateral with respect to, the secured 
loan. Consequently, such Fund may be subject to the credit risk of the selling institution as well as of the 
borrower. Certain of the secured loans or loan participations may be governed by the law of a jurisdiction 
other than the United States which may present additional risks as regards the characterization under such 
laws of such participation in the event of the insolvency of the selling institution or the borrower. 
 
Bridge Financings.  From time to time, a Fund may invest in or originate loans made to companies, single-
purpose or limited-purpose entities or natural persons on a short-term, senior or subordinated basis or 
otherwise invest on an interim basis in portfolio companies in anticipation of a future issuance of equity or 
long-term debt securities or other financing or syndication. Such bridge loans would typically be convertible 
into or refinanced by a more permanent, long-term financing. However, for reasons not always in such 
Fund’s control, such long-term securities issuance or other financing or syndication may not occur and such 
bridge loans and interim investments may remain outstanding. In such event, economic provisions of such 
loans or the terms of such interim investments may not adequately reflect the risk associated with the 
position by such Fund. 
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Investing in High Yield Securities.  A Fund may invest in high-yield securities.  Such securities are 
generally not exchange traded and, as a result, these instruments trade in a smaller secondary market than 
exchange-traded bonds.  In addition, the Fund invests in bonds of issuers that do not have publicly traded 
equity securities, making it more difficult to hedge the risks associated with such investments.  Investing in 
high yield debt securities involves risks which are greater than the risks of investing in higher quality debt 
securities.  These risks include: (i) changes in credit status, including weaker overall credit conditions of 
issuers and risks of default; (ii) industry, market and economic risk; (iii) interest rate fluctuations; and 
(iv) greater price variability and credit risks of certain high yield securities such as zero coupon and 
payment-in-kind securities.  While these risks provide the opportunity for maximizing return over time, 
they may result in greater upward and downward movement of the value of such Fund’s portfolio.  
Furthermore, the value of high yield securities may be more susceptible to real or perceived adverse 
economic, company or industry conditions than is the case for higher quality securities. The market values 
of certain of these lower-rated and unrated debt securities tend to reflect individual corporate developments 
to a greater extent than do higher-rated securities which react primarily to fluctuations in the general level 
of interest rates, and tend to be more sensitive to economic conditions than are higher-rated securities.  
Adverse market, credit or economic conditions could make it difficult at certain times to sell certain high 
yield securities held by such Fund. 
 
Convertible Securities.  Convertible securities are bonds, debentures, notes, preferred stocks or other 
securities that may be converted into or exchanged for a specified amount of common stock of the same or 
different issuer within a particular period of time at a specified price or formula.  A convertible security 
entitles its holder to receive interest that is generally paid or accrued on debt or a dividend that is paid or 
accrued on preferred stock until the convertible security matures or is redeemed, converted or exchanged.  
Convertible securities have unique investment characteristics in that they generally (i) have higher yields 
than common stocks, but lower yields than comparable non-convertible securities; (ii) are less subject to 
fluctuation in value than the underlying common stock due to their fixed-income characteristics; and 
(iii) provide the potential for capital appreciation if the market price of the underlying common stock 
increases. 
 
The value of a convertible security is a function of its “investment value” (determined by its yield in 
comparison with the yields of other securities of comparable maturity and quality that do not have a 
conversion privilege) and its “conversion value” (the security’s worth, at market value, if converted into 
the underlying common stock).  The investment value of a convertible security is influenced by changes in 
interest rates, with investment value declining as interest rates increase and increasing as interest rates 
decline.  The credit standing of the issuer and other factors may also have an effect on the convertible 
security’s investment value.  The conversion value of a convertible security is determined by the market 
price of the underlying common stock.  If the conversion value is low relative to the investment value, the 
price of the convertible security is governed principally by its investment value.  To the extent the market 
price of the underlying common stock approaches or exceeds the conversion price, the price of the 
convertible security will be increasingly influenced by its conversion value.  A convertible security 
generally will sell at a premium over its conversion value by the extent to which investors place value on 
the right to acquire the underlying common stock while holding a fixed-income security.  Generally, the 
amount of the premium decreases as the convertible security approaches maturity. 
 
A convertible security may be subject to redemption at the option of the issuer at a price established in the 
convertible security’s governing instrument.  If a convertible security held by a Fund is called for 
redemption, the Fund will be required to permit the issuer to redeem the security, convert it into the 
underlying common stock or sell it to a third party.  Any of these actions could have an adverse effect on 
the Fund’s ability to achieve its investment objective. 
 
Investments in Secured Loans. The assets of the portfolio of a Fund will include secured debt, which 
involve various degrees of risk of a loss of capital. The factors affecting an issuer’s secured leveraged loans, 
and its overall capital structure, are complex. Some secured loans may not necessarily have priority over 
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all other debt of an issuer. For example, some secured loans may permit other secured obligations (such as 
overdrafts, swaps or other derivatives made available by members of the syndicate to the company), or 
involve secured loans only on specified assets of an issuer (e.g., excluding real estate). Issuers of secured 
loans may have two tranches of secured debt outstanding each with secured debt on separate collateral. 
Furthermore, the liens referred to herein generally only cover domestic assets and non-U.S. assets are not 
included (other than, for example, where a borrower pledges a portion of the stock of first-tier non-U.S. 
subsidiaries). In the event of Chapter 11 filing by an issuer, the Bankruptcy Reform Act of 1978, as 
amended, authorizes the issuer to use a creditor’s collateral and to obtain additional credit by grant of a 
priority lien on its property, senior even to liens that were first in priority prior to the filing, as long as the 
issuer provides what the presiding bankruptcy judge considers to be “adequate protection” which may but 
need not always consist of the grant of replacement or additional liens or the making of cash payments to 
the affected secured creditor. The imposition of priority liens on such Fund’s collateral would adversely 
affect the priority of the liens and claims held by the Fund and could adversely affect such Fund’s recovery 
on the affected loans. Any secured debt is secured only to the extent of its lien and only to the extent of 
underlying assets or incremental proceeds on already secured assets. Moreover, underlying assets are 
subject to credit, liquidity, and interest rate risk. 
 
Collateralized Loan Obligations.  CLOs are pools of loans, the debt service on which is repackaged into 
cash flows payable on different tranches of debt collateralized by each pool.  Payments on such debt are 
dependent on payments on the underlying loans.  The CLOs in which a Fund may participate involve 
substantial organizational, syndication and ancillary fees.  Such Fund’s investments in CLOs (if any) may 
be subordinate in right of payment to other securities sold by the CLO and not readily marketable.  
Depending upon the default rate on the collateral of the CLO, the Fund may incur substantial losses on their 
CLO investments.  CLO structures are complex, and such Fund may be subject to a number of as yet 
unanticipated risks in participating in CLOs. 
 
CLO securities are subject to various structural risks, including risks relating to the capital structure of the 
issuer thereof and the collateral management arrangements relating thereto.  The capital structure will be 
highly leveraged (which will affect the CLO securities of different seniorities in different ways), and the 
underlying instruments will generally contain various triggers and remedies, which may adversely affect 
such Fund.   
 
CLO securities are secured primarily by loans (including commercial loans and eligible synthetic securities 
whose reference obligations consist of commercial loans), which are subject to liquidity, market value, 
credit, interest rate, reinvestment and certain other risks.  These risks could be exacerbated to the extent that 
the loans are concentrated in one or more particular types of loans. 
 
Collateralized Debt Obligations.  CDO securities generally have underlying risks such as interest rate 
mismatches, trading and reinvestment risk and tax considerations.  Each CDO security, however, involves 
risks specific to the particular CDO security and its underlying portfolio. The value of the CDO securities 
generally fluctuates with, among other things, the financial condition of the obligors on or issuers of the 
underlying portfolio, general economic conditions, the condition of certain financial markets, political 
events, developments or trends in any particular industry and changes in prevailing interest rates.   
 
CDOs are subject to credit, liquidity and interest rate risks.  The performance of CDOs will also be adversely 
affected by macroeconomic factors, including: (i) general economic conditions affecting capital markets 
and participants therein; (ii) the economic downturns and uncertainties affecting economies and capital 
markets worldwide; (iii) the effects of, and disruptions and uncertainties resulting from, terrorist attacks; 
(iv) recent concern about financial performance, accounting and other issues relating to various publicly 
traded companies; and (v) recent and proposed changes in accounting and reporting standards and 
bankruptcy legislation. 
 
There may not be an established, liquid secondary market for many of the CDO securities the Fund may 
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purchase.  The lack of such an established, liquid secondary market may have an adverse effect on the 
market value of such CDO securities and the Fund’s ability to sell them.  Further, CDOs will be subject to 
certain transfer restrictions that may further restrict liquidity.  Therefore, no assurance can be given that if 
the Fund wished to dispose of a particular CDO, it could dispose of such an investment at the previously 
prevailing market price. 
 
The risks associated with investing in CDO securities may in addition depend on the skill and experience 
of the managers of the CDOs’ underlying portfolios, particular with respect to active trading. 
 
Insolvency of Issuers of CDOs and CLOs.  If a court in a lawsuit brought by an unpaid creditor or 
representative of creditors of a U.S. issuer of a CDO or a CLO, such as a trustee in bankruptcy, were to find 
that the issuer did not receive fair consideration or reasonably equivalent value for incurring the 
indebtedness constituting the CDO or CLO, as applicable, and, after giving effect to such indebtedness, the 
issuer (i) was insolvent; (ii) was engaged in a business for which the remaining assets of such issuer 
constituted unreasonably small capital; or (iii) intended to incur, or believed that it would incur, debts 
beyond its ability to pay such debts as they matured, such court could determine to invalidate, in whole or 
in part, such indebtedness as a fraudulent conveyance, to subordinate such indebtedness to existing or future 
creditors of the issuer or to recover amounts previously paid by the issuer in satisfaction of such 
indebtedness.  The measure of insolvency for this purpose varies.  Generally, an issuer would be considered 
insolvent at a particular time if the sum of its debts was then greater than all of its property at a fair valuation 
or if the present fair saleable value of its assets was then less than the amount that would be required to pay 
its probable liabilities on its existing debts as they became absolute and matured.  There can be no assurance 
as to what standard a court would apply in order to determine whether the issuer was insolvent after giving 
effect to the incurrence of the indebtedness constituting the CDO or CLO, as applicable, or that, regardless 
of the method of valuation, a court would not determine that the issuer was insolvent upon giving effect to 
such incurrence.  In addition, in the event of the insolvency of an issuer of a CDO or a CLO, payments 
made on such CDO or CLO could be subject to avoidance as a preference if made within a certain period 
of time (which may be as long as one year) before insolvency.  In general, if payments on a CDO or a CLO 
are voidable, whether as fraudulent conveyances or preferences, such payments can be recaptured. 
 
ABS and MBS.  The investment characteristics of asset-backed securities (“ABS”) and mortgage-backed 
securities (“MBS”) differ from traditional debt securities.  Among the major differences are that interest 
and principal payments are made more frequently, usually monthly, and that the principal may be prepaid 
at any time because the underlying loans or other assets generally may be prepaid at any time.  The 
frequency at which prepayments (including voluntary prepayments by the obligors and liquidations due to 
default and foreclosures) occur on loans underlying MBS and ABS will be affected by a variety of factors, 
including the prevailing level of interest rates as well as the availability of mortgage credit, the relative 
economic vitality of the area in which the related properties are located, the servicing of the mortgage loans, 
possible changes in tax laws, other opportunities for investment, homeowner mobility and other economic, 
social, geographic, demographic and legal factors.  In general, any factors that increase the attractiveness 
of selling a mortgaged property or refinancing a mortgage loan, enhance a borrower’s ability to sell or 
refinance or increase the likelihood of default under a mortgage loan would be expected to cause the rate 
of prepayment in respect of a pool of mortgage loans to accelerate.  Particular investments may experience 
outright losses, as in the case of an interest only security in an environment of faster actual or anticipated 
prepayments.  Also, particular investment may underperform relative to hedges that a portfolio manager 
may have constructed for these investments, resulting in a loss. 
 
In contrast, any factors having an opposite effect would be expected to cause the rate of prepayment of a 
pool of mortgage loans to slow.  At any one time, a portfolio of MBS may be backed by residential mortgage 
loans with disproportionately large aggregate principal amounts secured by properties in only a few states 
or regions.  As a result, the residential mortgage loans may be more susceptible to geographic risks relating 
to such areas, such as adverse economic conditions, adverse events affecting industries located in such areas 
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and natural hazards affecting such areas, than would be the case for a pool of mortgage loans having more 
diverse property locations. 
 
Mortgage loans on commercial properties underlying MBS often are structured so that a substantial portion 
of the loan principal is not amortized over the loan term but is payable at maturity and repayment of the 
loan principal thus often depends upon the future availability of real estate financing from the existing or 
an alternative lender and/or upon the current value and salability of the real estate.  Therefore, the 
unavailability of real estate financing may lead to default.  Most commercial mortgage loans underlying 
MBS are effectively nonrecourse obligations of the borrower, meaning that there is no recourse against the 
borrower’s assets other than the collateral.  If borrowers are not able or willing to refinance or dispose of 
encumbered property to pay the principal and interest owed on such mortgage loans, payments on the 
subordinated classes of the related MBS are likely to be adversely affected.  The ultimate extent of the loss, 
if any, to the subordinated classes of MBS may only be determined after a negotiated discounted settlement, 
restructuring or sale of the mortgage note, or the foreclosure (or deed in lieu of foreclosure) of the mortgage 
encumbering the property and subsequent liquidation of the property. 
 
Especially in the case of a mortgage-backed security related to commercial mortgage loans, the rate of 
principal payments on the loans in the related pool will also be affected by the nature and extent of any 
restrictions on prepayments that are set forth in the mortgage loans, and the extent to which such provisions 
may be enforced.  Such restrictions may include a prohibition on prepayments for specified periods of time 
and/or requirements that principal prepayments be accompanied by the payment of prepayment penalties 
or be subject to yield maintenance premiums. 
 
The rate of prepayment on a pool of mortgage loans is likely to be affected by prevailing market interest 
rates for mortgage loans of a comparable type, term and risk level.  When the prevailing market interest 
rate is below a mortgage coupon, a borrower generally has an increased incentive to refinance its mortgage 
loan.  Even in the case of adjustable rate mortgage loans, as prevailing market interest rates decline, and 
without regard to whether the mortgage rates on such loans decline in a manner consistent therewith, the 
related borrowers may have an increased incentive to refinance for purposes of either (i) converting to a 
fixed rate loan and thereby “locking in” such rate or (ii) taking advantage of a different index, margin or 
rate cap or floor on another adjustable rate mortgage loan.  Therefore, as prevailing market interest rates 
decline, prepayment speeds would be expected to accelerate.  
 
In the case of a mortgage-backed security related to multifamily or commercial loans, prevailing market 
interest rates, the outlook for market interest rates and economic conditions generally may cause some 
borrowers to sell their properties in order to realize their equity therein, to meet cash flow needs or to make 
other investments.  In addition, some borrowers may be motivated by U.S. federal and state tax laws (which 
are subject to change) to sell their properties prior to the exhaustion of tax depreciation benefits. 
 
ABS which represent an interest in a pool of assets such as credit card receivables, automobile loans or 
home equity loans, have yield and maturity characteristics corresponding to their underlying assets.  The 
risk of each ABS depends both on the underlying assets and the legal structure of such security.  (For 
example, credit card receivables are generally unsecured and the debtors entitled to the protection of a 
number of state and federal consumer credit laws.) Through the use of trusts and special purpose 
corporations, various types of assets, primarily automobile and credit card receivables, are securitized in 
pass-through structures.  Through CDOs, a Fund may invest in these and other types of ABS that may be 
developed in the future.  ABS present certain risks that are not presented by MBS. 
 
Primarily, these securities do not have the benefit of the same security interest in the related collateral.  
There is a possibility that recoveries on repossessed collateral may not, in some cases, be available to 
support payments on these securities.  Further, unlike traditional debt securities, which may pay a fixed rate 
of interest until maturity when the entire principal amount comes due, payments on certain ABS include 
both interest and a partial payment of principal.  This partial payment of principal may be comprised of a 



20 
 

scheduled principal payment as well as an unscheduled payment from the voluntary prepayment, 
refinancing or foreclosure of the underlying loans.  As a result of these unscheduled payments of principal, 
or prepayments on the underlying securities, the price and yield of ABS can be adversely affected.  For 
example, during periods of declining interest rates, prepayments can be expected to accelerate, and such 
Fund would be required to reinvest the proceeds at the lower interest rates then available.  Prepayments of 
loans that underlie securities purchased at a premium could result in capital losses because the premium 
may not have been fully amortized at the time the obligation is prepaid.  In addition, like other interest-
bearing securities, the values of ABS generally fall when interest rates rise, but when interest rates fall, their 
potential for capital appreciation is limited due to the existence of the prepayment option. 
 
The risk of investing in ABS is ultimately dependent upon payment of consumer loans by the debtor.  The 
collateral supporting ABS is of shorter maturity than mortgage loans and is less likely to experience 
substantial prepayments.  As with MBS, ABS are often backed by a pool of assets representing the 
obligations of a number of different parties and use credit enhancement techniques such as letters of credit, 
guarantees or preference rights.  The value of an ABS is affected by changes in the market’s perception of 
the asset backing the security and the creditworthiness of the servicing agent for the loan pool, the originator 
of the loans or the financial institution providing any credit enhancement, as well as by the expiration or 
removal of any credit enhancement. 
 
Mezzanine Debt Securities.  Mezzanine debt securities are generally unrated or below investment grade 
rated investments that have greater credit and liquidity risk than more highly rated debt obligations.  
Mezzanine debt securities are typically issued in traditional private placements or in connection with 
acquisitions and other business combinations and have no trading market.  Moreover, mezzanine debt 
securities are generally unsecured and subordinate to other obligations of the obligor and are subject to 
many of the same risks as those associated with high yield debt securities.  Adverse changes in the financial 
condition of the obligor of mezzanine debt securities or in general economic conditions (including, for 
example, a substantial period of rising interest rates or declining earnings) or both may impair the ability 
of the obligor to make payment of principal and interest.  Issuers of mezzanine debt securities may be highly 
leveraged, and their relatively high debt to equity ratios create increased risks that their operations might 
not generate sufficient cash flow to service their debt obligations. 
 
Real Estate Risk.  Investing in real estate-related instruments is subject to cyclicality and other 
uncertainties.  There can be no assurance as to a Fund’s performance in a weaker market or weakened 
economy.  The cyclicality and leverage associated with real estate related investments have historically 
resulted in periods, including significant periods of adverse performance, including performance that may 
be materially more adverse than the performance associated with other investments.  Such Fund’s real 
estate-related investments are secured by or otherwise relate to properties of varying types, geographic 
locations, owners, tenants and other factors which could make such investments susceptible to particular 
types of risks relating to such factors, including local economy, real estate market conditions, special 
hazards and competition.  
 
The value of the real estate which underlies certain of a Fund’s investments is subject to market conditions.  
Changes in the real estate market may adversely affect the value of the collateral and thereby lower the 
value to be derived from a liquidation or foreclosure.  In addition, adverse changes in the real estate market 
increase the probability of default, as the equity in the property declines.  Furthermore, many of the 
properties which will secure loans purchased by such Fund or its affiliates may be suffering varying degrees 
of financial distress or may be located in economically distressed areas.  Loans may become non-
performing for a wide variety of reasons, including, without limitation, because the mortgaged property is 
too highly leveraged (and, therefore, the property is unable to generate sufficient income to meet its debt 
service payments), the property is poorly managed or because the mortgaged property has a high vacancy 
rate, has not been fully completed or is in need of rehabilitation.  Such non-performing loans may require 
a substantial amount of workout negotiations and/or restructuring, which may entail, among other things, a 
substantial reduction in the interest rate, capitalization of interest payments and a substantial write-down of 



21 
 

the principal of the loan.  However, even if such restructuring were successfully accomplished, a risk exists 
that upon maturity of such loan, replacement “take-out” financing will not be available. 
 
A Fund’s real estate-related investments are subject to various risks, including credit, liquidity and interest 
rate risks, general economic conditions, developments or trends in a particular industry and structural risks, 
that can adversely affect such Fund’s assets and performance.  A portion of such Fund’s investments may 
be effectively subordinated to one or more senior interests.  The rate of payment shortfalls, liquidations and 
losses on such Fund’s investments will be subject to risks relating to investments generally and real estate 
investments in particular.  Such risks include general and regional economic conditions, the condition of 
financial markets, political events, developments or trends in any particular industry and changes in 
prevailing interest rates. 
 
Risks of Real Estate Ownership.  A Fund’s performance is subject to risks incident to the ownership of 
residential and commercial real estate, including without limitation, (i) the burdens of ownership of real 
property; (ii) inability to collect rents from tenants due to financial hardship (including bankruptcy); (iii) 
changes in local real estate conditions in the markets in which such Fund invests; (iv) changes in consumer 
trends and preferences that affect the demand for products and services offered by the relevant tenants; (v) 
inability to lease or sell properties upon expiration or termination of existing leases; (vi) environmental 
risks related to the presence of hazardous or toxic substances or materials on the relevant properties; (vii) 
the subjectivity of real estate valuations and changes in such valuations over time; (viii) the illiquid nature 
of real estate compared to other financial assets; (ix) changes in laws and governmental regulations, 
including those governing real estate usage and zoning; (x) changes in interest rates and the availability of 
financing; and (xi) changes in the general economic and business climate. The occurrence of any of the 
risks described above may cause the value of such Fund’s real estate investments to decline, which could 
materially and adversely affect such Fund. 
 
Risks of Acquiring Real Estate Loans and Participations.  Real estate loans acquired by a Fund may be 
at the time of their acquisition, or may become after their acquisition, nonperforming for a wide variety of 
reasons.  Such nonperforming real estate loans may require a substantial amount of workout negotiations 
and/or restructuring, which may entail, among other things, a substantial reduction in the interest rate and 
a substantial writedown of the principal of such loan.  However, even if a restructuring were successfully 
accomplished, a risk exists that, upon maturity of such real estate loan, replacement “takeout” financing 
may not be available.  Purchases of participations in real estate loans raise many of the same risks as 
investments in real estate and also carry risks of illiquidity and lack of control.  It is possible that the Firm 
may find it necessary or desirable to foreclose on collateral securing one or more real estate loans purchased 
by such Fund.  The foreclosure process varies jurisdiction by jurisdiction and can be lengthy and expensive.  
Borrowers often resist foreclosure actions by asserting numerous claims, counterclaims, and defenses, even 
when the assertions may have no basis in fact, in an effort to prolong the foreclosure process.  In some 
states or other jurisdictions, foreclosure actions can take up to several years or more to conclude.  During 
the foreclosure proceeding, a borrower may have the ability to file for bankruptcy, potentially staying the 
foreclosure action and further delaying the foreclosure process.  Foreclosure litigation tends to create a 
negative public image of the collateral property and may result in disrupting ongoing leasing and 
management of the property. 
 
Investments in Loans Secured by Real Estate. A Fund may invest in loans secured by real estate (other 
than mortgage-backed securities) and may, as a result of default, foreclosure or otherwise, hold real estate 
assets.  Special risks associated with such investments include change in the general economic climate or 
local conditions (such as an oversupply of space or a reduction in demand for space), competition based on 
rental rates, attractiveness and location of the properties, changes in the financial condition of tenants and 
changes in operating costs.  Real estate values are also affected by such factors as governmental regulations 
(including those governing usage, improvements, zoning and taxes), interest rate levels, the availability of 
financing and potential liability under changing environmental and other laws.  Of particular concern may 
be those mortgaged properties which are, or have been the site if manufacturing, industrial or disposal 
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activities.  Such environmental risks may give rise to a diminution in the value of property (including real 
property securing any portfolio investment) or liability for cleanup costs or other remedial actions, which 
liability could exceed the value of such property or the principal balance of the related portfolio investment.  
In certain circumstances, a lender may choose not to foreclose on contaminated property rather than risk 
incurring liability for remedial actions. 
 
Environmental, Social and Governance (“ESG”). The Firm seeks to incorporate an evaluation of ESG 
factors into its investment process. Applying ESG factors to investment decision making is subjective by 
nature, and the views of the Firm may differ than the views of an investor in a Fund. In addition, the Firm’s 
views on what constitutes an ESG factor may differ from others, and the Firm’s views may change over 
time. During the investment process, the Firm will evaluate information provided by third parties or 
reporting sources relating to an investment opportunity.  However, such information or reporting may be 
inaccurate or incomplete, which may cause the Firm to improperly evaluate ESG factors for a particular 
investment.  
 
ESG factors are one consideration, among many, that are evaluated by the Firm may considering investment 
opportunities for the Funds. The Firm does not make investment decisions solely based on ESG factors. 
However, the Firm may choose not to make an investment on behalf of a Fund due to ESG factors when it 
otherwise would have made the investment in the absence of such ESG factors. In addition, the Firm may 
make non-control investment in portfolio companies.  In such instances, the Firm’s ability to influence the 
activities of the portfolio company relating to relevant ESG factors may be minimal.  
 
Equipment Leasing.  A Fund may engage in equipment leasing, which may expose such Fund to 
considerable risk.  In cases of a non-performing lessee, there are considerable costs associated with 
terminating leases and retrieving hard assets that can disrupt and reduce cash flow.  These risks may be 
exacerbated in the case of lessee bankruptcy.  Further, it may be difficult to re-lease or sell retrieved 
equipment, depending on market conditions, especially if such equipment is outdated or has been misused. 
 
Lending Against Equipment.  In a loan against equipment transaction, also known as a sale leaseback, 
equipment is sold on paper by the seller and leased back.  The seller obtains working capital and keeps the 
equipment on their property.  As with equipment leasing, there are considerable costs associated with 
terminating such loans and retrieving hard assets if a borrower fails to make timely payments on the loan.  
Further, the value of the subject equipment will decline over time as a result of use by the borrower, 
reducing the value of the collateral backing the loan and increasing the risk that a Fund will lose money in 
the event of borrower default.  Such Fund may also engage in equipment leasing, which may expose the 
Investors to considerable risk.  In cases of a non-performing lessee, there are considerable costs associated 
with terminating leases and retrieving hard assets that can disrupt and reduce cash flow.  These risks may 
be exacerbated in the case of lessee bankruptcy.  Further, it may be difficult to re-lease or sell retrieved 
equipment, depending on market conditions, especially if such equipment is outdated or has been misused. 
 
Trade Claims.  A Fund may purchase trade claims, often in connection with the restructuring or bankruptcy 
of a debtor company over which the Fund is trying to exercise influence.  Such Fund might also acquire 
trade claims as a means of obtaining control over a debtor that is in the process of emerging from Chapter 
11, with an intent to push for a Chapter 11 plan that converts debt to equity or to block acceptance of any 
Chapter 11 plan it opposes.  By purchasing trade claims in connection with a bankrupt company, such Fund 
could use this leverage to negotiate a more favorable Chapter 11 plan.  Alternatively, such Fund could retain 
the claim, anticipating that the present value of any distribution at the conclusion of the case will exceed 
the purchase price.  Although trade claims may result in significant returns to such Fund, they involve a 
substantial degree of risk.  In order to make successful decisions regarding the objective in connection with 
the acquisition of trade claims, the level of analytical sophistication, both financial and legal, necessary to 
such decision-making is unusually high.  In addition, if such Fund has acquired trade claims with the 
objective of exercising influence over a distressed company or in a bankruptcy action, the expected timing 
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can only be estimated and there may be significant delays which may affect the returns on such trade claim 
investments for such Fund. 
 
Merchant Cash Advances.  For a variety of reasons, many small- and medium-sized merchants, retailers 
and businesses may have difficulties securing loans from traditional lenders.  Companies that have gone 
through bankruptcy or have had their debt “charged-off” by creditors may also have difficulty in securing 
financing.  These difficulties are due in part to the fact that, when a bank makes a loan, it tends to focus on 
the credit history of the borrower and the past performance of the business, together with the value of a 
business’ total assets.  In contrast, merchant cash advances are made largely based on factors such as the 
value of a business’ account receivables.  A Fund may provide merchant cash advances in exchange for a 
share of a business’ future sales and/or a fixed fee. Such Fund’s remittances from the borrower will 
generally be drawn from the borrower’s customer debit- and credit-card purchases until the advance is 
repaid.  Such cash advances come with the additional risks associated with small business lending, which 
may lead to significant losses to such Fund.   
 
Since the cash advances are technically sales of future assets, rather than direct loans or credit, when making 
such advances such Fund is currently not subject to state usury laws or any of the restrictions under the 
Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank”).  However, there have 
been discussions of increasing regulation of merchant cash advances and other alternative lending.  Any 
such increased regulation may have a material adverse effect on such Fund by increasing the cost of 
executing merchant cash advances, or making the strategy economically unfeasible or unlawful. 

Account Receivables Relating to Consumer Loans/Factoring Arrangements.  A Fund may invest in, or 
lend against, portfolios of accounts receivables relating to consumer loans, including credit cards, 
automobile loans, healthcare, and student loans and other types of consumer obligations (such as leases).  
The performance of such assets will be affected by general economic conditions.  Recent changes in 
economic conditions have adversely affected the performance and market value of such assets.  The ability 
to collect on consumer obligation accounts receivables is dependent on the performance of a servicer. The 
servicer may be able to commingle funds relating to a transaction (such as collections from the loans and 
proceeds from the disposition of any repossessed collateral, such as repossessed vehicles) with its own 
funds for a period of time. Commingled funds may be used or invested by the servicer at its own risk and 
for its own benefit. If the servicer were unable to remit those funds or the servicer were to become a debtor 
under any insolvency laws, delays or reductions in the receivables may occur. 
 
Additionally, servicers may be subject to regulation by certain government agencies, including the Office 
of the Comptroller of the Currency and the Federal Deposit Insurance Corporation.  If a servicing 
arrangement or activities were found to constitute unsafe or unsound banking practices, such government 
agencies may take regulatory action against the servicer, which could result in losses or delays in payment. 
 
Furthermore, consumer obligations are subject to various consumer protection laws which regulate the 
creation and enforcement of such obligations.  The violation of such laws by lenders, originators and their 
affiliates may permit borrowers to reduce their obligation to pay the amount of receivables they owe or 
require lenders to pay certain penalties.  Similarly, if a borrower were to seek protection under U.S. federal 
or state bankruptcy or debtor relief laws, a court could reduce or discharge completely the borrower’s 
obligations to repay amounts due on its receivable.  Certain student loans may be guaranteed by the U.S. 
federal government; a guarantee agency may reject a loan for claim payment due to a violation of the 
Federal Family Education Loan Program due diligence collection and servicing requirements.  Certain laws 
such as the Service Members Civil Relief Act of 2004 and, in respect of student loans, the Higher Education 
Relief Opportunity for Students Act of 2003, restrict the ability of lenders and servicers to collect on 
outstanding obligations of borrowers on active military duty or subject to national emergencies.  The 
College Cost Reduction and Access Act, which went in effect on July 1, 2008, may negatively impact the 
returns in respect of student loans. 
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In 2009, the United States enacted the Credit CARD Act of 2009, which limits the ability of credit card 
companies to, among other things, increase interest rates on existing credit card balances and limits the 
practice of universal defaults.  Additionally, in March 2010, the United States enacted legislation which 
revised the U.S. federal student loan program, which, among other things, eliminated fees paid to banks 
which serve as intermediaries to students, permits borrowers to cap repayments at 10% of their income 
(above a basic living allowance) and provides for loan forgiveness for students who enter certain 
professions.  Both of these new laws may have an adverse impact on the value of the accounts receivable 
acquired by such Fund. 
 
Regulation of Consumer Loans.  New laws and regulations adopted in various jurisdictions in the United 
States may significantly impact consumer loans and lenders of consumer loans.  In addition, there has been 
additional scrutiny by governmental authorities and other interest groups regarding consumer loans and 
consumer loan lenders.  It is impossible to predict what, if any, changes in regulations and the enforcement 
and regulatory/political climates relating to consumer loans and consumer loan lenders will be applicable 
to a Fund, the general partner, Firm, the markets in which they trade and invest or the counterparties with 
which they do business may be instituted in the future.  Any such laws or regulations could have a material 
adverse impact on the profit potential of such Fund, as well as require increased transparency as to the 
identity of such Fund’s investors.  
 
Litigation Claims.  A Fund may purchase, or may make loans based on, anticipated future payments to be 
received as the result of favorably determined litigation or mass tort claims.  The results of pending litigation 
are inherently uncertain.  Purchasing or lending against pending litigation entails unique risks because there 
is no guarantee that the relevant litigation will be favorably determined, and consequently that such Fund’s 
investment objective will be achieved.  If the relevant litigation is determined (in a court or in an out-of-
court settlement) in a manner that is adverse to such Fund’s interest, such Fund may lose some or all of its 
investment. 
 
Insurance Products.  A Fund may invest in niche asset classes such as the insurance capital markets, which 
include insurance-linked securities, insurance securitizations, catastrophe bonds, life insurance/life annuity 
combination bonds, structured settlements, insurance reserve financing, mortality/longevity swaps, life 
settlements, premium finance loans and other similar asset-backed securities or instruments. These are 
specialized asset classes with unique risks, any of which could have an adverse effect on such Fund’s 
performance.   
 
As industry practices and legal, judicial, social and other environmental conditions change, unexpected and 
unintended issues related to claims and coverage may emerge.  These issues may adversely affect a Fund’s 
investments in certain insurance-linked instruments and in some instances, these changes may not become 
apparent until these instruments are affected by these changes.  As a result, the full extent of liability as a 
result of these changes may not be known for many years following such Fund’s investments in such 
instruments.  In addition, recently, the insurance and reinsurance regulatory framework has been subject to 
increased scrutiny in the United States and various states within the United States. 
 
In the past, there have been Congressional and other initiatives in the United States regarding increased 
supervision and regulation of the insurance industry.  It is not possible to predict the future impact, if any, 
of changing law or regulation on the operations of such Fund.  For example, many regulators, lawmakers 
and other governmental authorities, as well as many insurance companies and insurance industry 
organizations, are hostile to, or otherwise concerned about certain aspects of, the life settlement and 
premium finance markets. The life settlement industry and some of its participants have also been, and may 
continue to be, portrayed negatively in a number of widely read publications and other forms of media. 
These opponents regularly contend that life settlement and premium finance transactions are contrary to 
public policy by promoting financial speculation on human life and often involve elements of fraud and 
other wrongdoing. Continued public opposition to the life settlement and premium finance industries, as 
well as actual or alleged wrongdoing by participants in the industries, could have a material adverse effect 
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upon such Fund its limited partners, including upon the value and/or liquidity of the Fund’s Portfolio 
Investments. 
 
Aviation Investments.  Airline business and results of operations are significantly impacted by general 
economic and industry conditions.  The airline industry is highly cyclical, and the level of demand for air 
travel is correlated to the strength of the U.S. and global economies.  Robust demand for air transportation 
services depends on favorable economic conditions, including the strength of the domestic and foreign 
economies, low unemployment levels, strong consumer confidence levels and the availability of consumer 
and business credit.  In addition, airlines are subject to extensive regulatory oversight.  Compliance with 
U.S. and international regulations imposes significant costs and may have adverse effects on an airline. 
 
In addition to factors linked to the aviation industry, other factors that may affect the value of an aircraft at 
any time include: (i) the particular maintenance and operating history of the related airframe and engines; 
(ii) manufacture and type or model of aircraft or engines, including the number of operators using such type 
or model; (iii) whether the aircraft is subject to a lease and, if so, whether the lease terms are favorable to 
the lessor; (iv) the age of the aircraft; (v) the advent of newer models of such aircraft or aircraft types 
competing with such aircraft; (vi) any tax, customs, regulatory and legal requirements that must be satisfied 
when an aircraft is purchased, sold or re-leased; (vii) compatibility of aircraft configurations or 
specifications with other aircraft operated by operators of that type of aircraft; (viii) regulatory actions, 
including mandatory grounding of the aircraft; (ix) any renegotiation of a lease on less favorable terms; (x) 
decreases in creditworthiness of lessees; and (xi) the availability of spare parts.  Any decrease in values of 
and lease rates for used commercial aircraft which may result from the above factors or other unanticipated 
factors may have a material adverse effect on a Fund’s investments. 
 
Working Interests.  A Fund may invest in working interests in the mining and oil and energy exploration 
industries, which are subject to the risks associated with the underlying operations.  Potential operating 
risks include, without limitation, (i) adverse geological conditions; (ii) environmental hazards; (iii) 
equipment failures and other mechanical difficulties; (iv) fires, explosions and other accidents; (v) natural 
disasters or other force majeure events; and (vi) seismic activities, ground failures, rock bursts or structural 
cave-ins or slides.  The foregoing risks may adversely impact an operation’s ability to conduct its 
operations, or result in substantial losses to the operation, as a result of (i) injury or loss of life; (ii) damage 
to and destruction of property, natural resources and equipment; (iii) pollution and other environmental 
damage; (iv) regulatory investigations and penalties; (v) potential legal liability and monetary losses; (vi) 
suspension of operations; and (vii) repair and remediation costs.  As the owner of such working interests, 
such Fund will be responsible for its proportionate share of any losses and liabilities arising from uninsured 
and underinsured events.  Such Fund may elect not to obtain insurance if it believes that the cost of available 
insurance is excessive relative to the risks presented.  In addition, pollution and environmental risks 
generally are not fully insurable.  The occurrence of an event that is not fully covered by insurance could 
have a material adverse effect on the Fund’s assets and performance. 
 
Investments in working interests are also subject other factors such as declines in the demand for and prices 
of the underlying commodity.  Demand variability can be based on various factors, including, without 
limitation, the strength of the economy, the level of stockpiles in their customer base and the prices of 
competing commodities.  They are also subject to supply variability based on geological conditions that 
reduce the productivity of operations, the availability of regulatory permits and the application of various 
regulatory requirements and limitations, which may reduce demand for the applicable commodity.  Certain 
companies could face declining revenues if they are unable to acquire additional reserves that are 
economically recoverable. 
 
Investments in Intellectual Property and Licenses.  A Fund may invest in intangible assets, such as 
intellectual property and licenses, and royalties associated therewith.  In many cases, the perceived value 
of such Portfolio Investments is dependent upon protecting proprietary rights with respect to one or more 
products (“Portfolio Products”).  In many cases, a party’s ability to pay the required royalty (such party, 
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a “Royalty Obligor”), or such Fund’s ability to realize a positive increase in the value of a Portfolio 
Investment with respect to a Portfolio Product, depends on obtaining and maintaining patent and trade secret 
protection of Portfolio Products, their use and the methods used to manufacture them, as well as successfully 
defending those intellectual property rights against third-party challenges.  The degree of future protection 
to be afforded to Portfolio Products is uncertain because legal means afford only limited protection and 
may not adequately protect the rights of the entities with an interest in the Portfolio Product (an “Interested 
Party”) or permit them to gain or keep their competitive advantage.  It is difficult and costly to protect the 
proprietary rights associated with Portfolio Products, and their protection cannot be ensured.  There can be 
no assurance that any issued patents underlying Portfolio Products will provide sufficient protection to 
allow Interested Parties to conduct their business in the ordinary course.  Interested Parties may incur 
substantial costs as a result of result of litigation or other proceedings relating to patent and other intellectual 
property rights related to Portfolio Products and they may be unable to protect their rights to, or 
commercialize, the applicable Portfolio Products.  Moreover, there can be no assurance that Interested 
Parties will remain free from intellectual property infringement claims by third parties.  If a third-party 
claims that an Interested Party is using inventions covered by the third-party’s intellectual property rights, 
that third-party may go to court to stop the Interested Party from engaging in its business in the ordinary 
course, which would likely adversely impact the value of such Fund’s related Portfolio Investment.  
Intellectual property infringement lawsuits are costly, would likely affect the results of operations of the 
Interested Party and divert the attention of their management. 
 
In addition, certain of such Fund’s Portfolio Investments may relate to Portfolio Products which are still in 
development or have not otherwise received the required regulatory approvals (if any).  A failure to gain 
such required regulatory approval would materially and adversely affect those Portfolio Investments.  
Regulatory approval processes may be extensive, time consuming and uncertain and may prevent Interested 
Parties from obtaining approvals for the commercialization of some Portfolio Products. 
 
Derivatives. A Fund may use various derivative instruments, such as options, futures, forwards, 
commodities, swaps and swaptions (including interest rate and credit default swaps).  The use of derivative 
instruments involves a variety of material risks, including the extremely high degree of leverage sometimes 
embedded in such instruments.  The derivatives markets are frequently characterized by limited liquidity, 
which can make it difficult as well as costly to close out open positions in order either to realize gains or to 
limit losses.  The pricing relationships between derivatives and the instruments underlying such derivatives 
may not correlate with historical patterns, resulting in unexpected losses. 
 
Use of derivatives and other techniques such as short sales for hedging purposes involves certain additional 
risks, including (i) dependence on the ability to predict movements in the price of the securities hedged; (ii) 
imperfect correlation between movements in the securities on which the derivative is based and movements 
in the assets of the underlying portfolio; and (iii) possible impediments to effective portfolio management 
or the ability to meet short-term obligations because of the percentage of a portfolio’s assets segregated to 
cover its obligations.  In addition, by hedging a particular position, any potential gain from an increase in 
the value of such position may be limited. 
 
OTC Derivatives Markets.  Dodd-Frank includes provisions that comprehensively regulate the OTC 
derivatives markets for the first time.  Dodd-Frank will ultimately mandate that a substantial portion of 
OTC derivatives must be executed in regulated markets and be submitted for clearing to regulated 
clearinghouses.  OTC trades submitted for clearing will be subject to minimum initial and variation margin 
requirements set by the relevant clearinghouse, as well as margin requirements mandated by the CFTC, 
SEC and/or federal prudential regulators.  OTC derivatives dealers also typically demand the unilateral 
ability to increase a Fund’s collateral requirements for cleared OTC trades beyond any regulatory and 
clearinghouse minimums.  The regulators also have broad discretion to impose margin requirements on 
non-cleared OTC derivatives and new requirements apply to the holding of customer collateral by OTC 
derivatives dealers.  These requirements may increase the amount of collateral such Fund is required to 
provide and the costs associated with providing it.  OTC derivative dealers also are required to post margin 
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to the clearinghouses through which they clear their customers’ trades instead of using such margin in their 
operations, as was widely permitted before Dodd-Frank.  This has increased and will continue to increase 
the OTC derivative dealers’ costs, and these increased costs are generally passed through to other market 
participants in the form of higher upfront and mark-to-market margin, less favorable trade pricing, and the 
imposition of new or increased fees, including clearing account maintenance fees. 
 
With respect to cleared OTC derivatives, such Fund will not face a clearinghouse directly but rather will 
do so through an OTC derivatives dealer that is registered with the CFTC or SEC and that acts as a clearing 
member.  Such Fund may face the indirect risk of the failure of another clearing member customer to meet 
its obligations to its clearing member.  Such scenario could arise due to a default by the clearing member 
on its obligations to the clearinghouse triggered by a customer’s failure to meet its obligations to the clearing 
member. 
 
The CFTC also now requires certain derivative transactions that were previously executed on a bi-lateral 
basis in the OTC markets to be executed through a regulated futures or swap exchange or execution facility.  
The SEC is also expected to impose similar requirements on certain security-based derivatives in the near 
future, though it is not yet clear when these parallel SEC requirements will go into effect.  Such 
requirements may make it more difficult and costly for investment funds, including such Fund, to enter into 
highly tailored or customized transactions.  They may also render certain strategies in which the Fund might 
otherwise engage impossible or so costly that they will no longer be economical to implement.  If such 
Fund decides to execute derivatives transactions through such exchanges or execution facilities—and 
especially if it decides to become a direct member of one or more of these exchanges or execution 
facilities—such Fund would be subject to the rules of the exchange or execution facility, which would bring 
additional risks and liabilities, and potential requirements under applicable regulations and under rules of 
the relevant exchange or execution facility.  
 
OTC derivative dealers are now required to register with the CFTC and will ultimately be required to 
register with the SEC.  Registered swap dealers will also be subject to new minimum capital and margin 
requirements and are subject to business conduct standards, disclosure requirements, reporting and 
recordkeeping requirements, transparency requirements, position limits, limitations on conflicts of interest, 
and other regulatory burdens.  These requirements further increase the overall costs for OTC derivative 
dealers, which costs may be passed along to market participants as market changes continue to be 
implemented.  The overall impact of Dodd-Frank on a Fund remains highly uncertain and it is unclear how 
the OTC derivatives markets will adapt to this new regulatory regime, along with additional, sometimes 
overlapping, regulatory requirements imposed by non-U.S. regulators. 
 
Swap Agreements.  The Fund from time to time enters into various swap agreements (“Swaps”) as part of 
its investment program.  A Swap is an individually negotiated, non-standardized agreement between two 
parties to exchange cash flows (and sometimes principal amounts) measured by different interest rates, 
commodity prices, exchange rates, indices or prices, with payments generally calculated by reference to a 
principal (“notional”) amount or quantity.  Swaps and similar derivative contracts are not currently traded 
on exchanges; rather, banks and dealers act as principals in these markets.  As a result, a Fund is subject to 
the risk of the inability or refusal to perform with respect to such contracts on the part of the counterparties 
with which such Fund trades.  Swaps may be subject to various other types of risk, including market risk, 
liquidity risk, counterparty credit risk, legal risk and operations risk.  In addition, Swaps can involve 
considerable economic leverage and may, in some cases, involve significant risk of loss.  Depending on 
their structure, Swaps may increase or decrease exposure to the corporate credit market, equity securities, 
long-term or short-term interest rates, foreign currency values, corporate borrowing rates or other factors.  
Swaps can take many different forms and are known by a variety of names.  A Fund is not limited to any 
particular form of Swap if its use is consistent with such Fund’s investment objectives and policies, and the 
Investment Adviser anticipates that such Fund will invest in interest rate swaps, credit default swaps, total 
return swaps, variance swaps and other types of Swaps. 
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Depending on how they are used, Swaps may increase or decrease the overall volatility of a portfolio.  The 
most significant factor in the performance of Swaps is the change in the specific interest rate, currency, 
equity index or other factors that determine the amounts of payments due to and from the Fund.  If a Swap 
calls for payments by a Fund, such Fund must be prepared to make such payments when due.  In addition, 
if a counterparty’s creditworthiness declines, the value of a Swap with such counterparty can be expected 
to decline, potentially resulting in losses by such Fund. 
 
Credit Default Swap Agreements.  A Fund may invest in credit default swaps.  The typical credit default 
swap contract requires the seller to pay to the buyer, if a particular reference entity experiences specified 
credit events, the difference between the notional amount of the contract and the value of a portfolio of 
securities issued by the reference entity that the buyer delivers to the seller.  In return, the buyer agrees to 
make periodic payments equal to a fixed percentage of the notional amount of the contract.  A Fund may 
also sell credit default swaps on a basket of reference entities as part of a synthetic collateralized debt 
obligation transaction. 
 
As a buyer of credit default swaps, a Fund will be subject to certain risks in addition to those described 
elsewhere herein.  In addition, credit default swaps are OTC transactions subject to regulation under Dodd-
Frank.  When investing in credit default swaps, in addition to the risks of the underlying investments, a 
Fund usually has a contractual relationship only with the counterparty of such credit default swaps, and not 
with the reference obligor of the reference obligation.  Consequently, such Fund is subject to the credit risk 
of the counterparty as well as that of the reference obligor.  As a result, concentration of credit default swaps 
and other derivatives with any one counterparty may subject such securities to an additional degree of risk 
with respect to defaults by such counterparty as well as by the reference obligor.  In circumstances in which 
a Fund does not own the debt securities that are deliverable under a credit default swap, such Fund will be 
exposed to the risk that deliverable securities will not be available in the market, or will be available only 
at unfavorable prices, as would be the case in a so-called “short squeeze”.  While the credit default swap 
market auction protocols reduce this risk, it is still possible that an auction will not be organized or will not 
be successful.  In certain instances of issuer defaults or restructurings (for those credit default swaps for 
which restructuring is specified as a credit event), it has been unclear under the standard industry 
documentation for credit default swaps whether or not a “credit event” triggering the seller’s payment 
obligation had occurred.  The determinations of the International Swaps and Derivatives Association, Inc. 
Credit Derivatives Determinations Committees (the “Determinations Committees”) are intended to 
reduce this uncertainty and create uniformity across the market, although it is possible that the 
Determinations Committees will not be able to reach a resolution or do so on a timely basis.  In either of 
these cases, such Fund may not be able to realize the full value of the credit default swap upon a default by 
the reference entity. 
 
As a seller of credit default swaps, a Fund will incur leveraged exposure to the credit of the reference entity 
and become subject to many of the same risks it would incur if it were holding debt securities issued by the 
reference entity.  However, such Fund will not have any legal recourse against the reference entity and will 
not benefit from any collateral securing the reference entity’s debt obligations.  In addition, the credit default 
swap buyer will have broad discretion to select which of the reference entity’s debt obligations to deliver 
to such Fund following a credit event and will likely choose the obligations with the lowest market value 
in order to maximize the payment obligations of such Fund. 
 
Counterparty risk is always present in credit default swaps.  The market for credit default swaps on 
distressed securities is not liquid (compared to the market for credit default swaps on investment grade 
corporate reference entities).  If current interest rate spreads over LIBOR (or over the applicable United 
States Treasury Benchmark) widen or the prevailing credit premiums on credit default swaps increase, the 
amount of a termination or assignment payment upon a termination or assignment of a transaction due from 
the Fund to the credit default swap counterparty could increase by a substantial amount. 
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In addition, the proper tax treatment of credit default swaps and other derivatives may not be clear.  
Investors generally are required to treat any such derivatives for U.S. federal income tax purposes in the 
same manner as they are treated by the relevant Fund.  The tax environment for derivatives is evolving and 
changes in the taxation of derivatives may adversely affect the value of derivatives held by such Fund. 
 
Given the recent sharp increases in volume of credit derivatives trading in the market, settlement of such 
contracts may also be delayed beyond the time frame originally anticipated by counterparties.  Such delays 
may adversely impact a Fund’s ability to otherwise productively deploy any capital that is committed with 
respect to such contracts. 
 
Certain governmental entities have indicated that they intend to regulate the market in credit default swaps.  
It is difficult to predict the impact of any such regulation on any Fund, but it may be adverse (including 
making the Fund ineligible to be a “seller” of credit default swaps). 

Replacement of LIBOR. 

The LIBOR discontinuation has affected and will continue to affect financial markets generally. LIBOR 
is being discontinued as a floating rate benchmark. The date of discontinuation will vary depending on the 
LIBOR currency and tenor. New LIBOR obligations are generally not expected to be entered into after 
December 31, 2021. Many existing LIBOR obligations will transition to another benchmark after June 30, 
2023 or, in some cases, transitioned after December 31, 2021. However, as described below, those transition 
dates may occur earlier (including as a result of the particular contractual terms for a given contract). For 
some existing LIBOR-based obligations, the contractual consequences of the discontinuation of LIBOR 
may not be clear. 

LIBOR has been the principal floating rate benchmark in the financial markets, and its discontinuation has 
affected and will continue to affect the financial markets generally and may also affect the Fund’s 
investments, as described below. 

The FCA and the ICE Benchmark Administration Limited have announced when LIBOR is expected to 
be discontinued. The FCA is the regulator of the LIBOR administrator, which is ICE Benchmark 
Administration Limited (“IBA”). On March 5, 2021, the FCA announced that, after specified dates (the 
“FCA Specified Dates”), LIBOR settings will cease to be provided by any administrator or will no longer 
be representative. The FCA Specified Dates are: 

• June 30, 2023, in the case of the principal U.S. dollar LIBOR tenors (overnight and one, three, six 
and twelve months); and 

• December 31, 2021, in all other cases (i.e., one week and two month U.S. dollar LIBOR and all 
tenors of non-U.S. dollar LIBOR). 

The FCA’s announcement and a related announcement made by IBA on March 5, 2021 are referred to 
herein as the “FCA/IBA Announcements.” 

As to any particular LIBOR-based obligation, the actual transition from LIBOR to another reference rate 
will generally require two events to occur. The first event includes the FCA/IBA Announcements; the 
second event is the occurrence of a contractually defined benchmark replacement date. Although in most 
cases the benchmark replacement date will correspond to the relevant FCA Specified Date, some may not, 
depending on the relevant contractual terms; as a result, the actual transition date in any one situation will 
not necessarily be the same in another situation (even if the two situations are similar). 

The FCA and certain U.S. regulators have stated that, despite expected publication of U.S. dollar LIBOR 
through June 30, 2023, no new contracts using U.S. dollar LIBOR should be entered into after December 
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31, 2021. Regulators have also stated that, for certain purposes, market participants should transition away 
from U.S. dollar LIBOR sooner. 

Although the foregoing reflects the likely timing of the LIBOR discontinuation, and the balance of this 
section reflects certain related details and consequences, there is no assurance that LIBOR, of any particular 
currency or tenor, will continue to be published until any particular date or in any particular form. 

Regulatory authorities and legislative bodies have taken actions related to LIBOR discontinuation and 
will continue to do so. Under the UK benchmarks regulation, the FCA can compel IBA to continue 
publishing LIBOR after IBA would otherwise have ceased publication, and the FCA can require changes 
to LIBOR, including changes to its methodology. The FCA has announced that it will consider using its 
powers to require continued publication, on a “synthetic basis,” of the principal U.S. dollar LIBOR settings 
for a further period after June 30, 2023. However, the FCA has also stated that any LIBOR settings 
published on a synthetic basis will no longer be representative for purposes of the UK benchmarks 
regulation. Accordingly, even if certain LIBOR settings continue on a synthetic basis, they are likely to 
have limited relevance to the financial markets generally. 

In the United States, there have been regulatory efforts to identify alternative reference interest rates for 
U.S. dollar LIBOR. The cash markets have generally coalesced around recommendations from the 
Alternative Reference Rates Committee (the “ARRC”), which was convened by the Federal Reserve and 
the Federal Reserve Bank of New York (“FRBNY”). The ARRC has recommended that U.S. dollar LIBOR 
be replaced by rates based on the Secured Overnight Financing Rate (“SOFR”) plus, in the case of existing 
LIBOR contracts and obligations, a spread adjustment; as a consequence of the FCA/IBA Announcements, 
the spread adjustments for different tenors of U.S. dollar LIBOR have been set. The derivative markets are 
also expected to use SOFR-based rates to replace U.S. dollar LIBOR. 
 
Futures Trading.  A Fund may trade futures contracts, including stock index futures.  Futures prices are 
highly volatile, with price movements being influenced by a multitude of factors such as changing supply 
and demand relationships, government trade, fiscal, monetary and exchange control programs and policies, 
national and international political and economic events and speculative frenzy and the emotions of the 
marketplace.  In addition, governments from time to time intervene in certain markets, particularly currency 
and interest-rate markets.  
 
The low margin deposits normally required in futures trading permit an extremely high degree of leverage; 
margin requirements for futures trading being in some cases as little as 2% of the face value of the contracts 
traded.  Accordingly, a relatively small price movement in a futures contract may result in an immediate 
and substantial loss to the investor. 
 
There can be no assurance that a liquid market will exist at a time when such Fund seeks to close out an 
option position, future or Swap.  Most U.S. commodity exchanges limit fluctuations in futures contract 
prices during a single day by regulations referred to as “daily limits”.  During a single trading day, no trades 
may be executed at prices beyond the daily limit.  Once the price of a futures contract has increased or 
decreased to the limit point, positions can be neither taken nor liquidated.  Futures prices have occasionally 
moved to the daily limit for several consecutive days with little or no trading.  Similar occurrences could 
prevent such Fund from promptly liquidating unfavorable positions and subject the Fund to substantial 
losses.  In addition, certain of these instruments are relatively new and are without a significant trading 
history.  As a result, there is no assurance that an active secondary market will develop or continue to exist.  
Lack of a liquid market for any reason may prevent such Fund from liquidating an unfavorable position and 
such Fund would remain obligated to meet margin requirements until the position is closed. 
 
The CFTC and the United States commodities exchanges impose limits referred to as “speculative position 
limits” on the maximum net long or net short speculative positions that any person may hold or control in 
any particular futures or options contracts traded on United States commodities exchanges.  For example, 
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the CFTC currently imposes speculative position limits on a number of agricultural commodities (e.g., corn, 
oats, wheat, soybeans and cotton) and United States commodities exchanges currently impose speculative 
position limits on many other commodities.  Dodd-Frank significantly expands the CFTC’s authority to 
impose position limits with respect to futures contracts and options on futures contracts, swaps that are 
economically equivalent to futures or options on futures, and certain swaps that perform a significant price 
discovery function.  In response to this expansion of its authority, in 2015 the CFTC proposed (i) a series 
of new speculative position limits with respect to futures, options on futures and swaps on twenty-eight 
(28) so-called “exempt commodities” (which includes most energy and metals contracts) and agricultural 
commodities and (ii) aggregation requirements with respect to positions across accounts with common 
ownership or control.  The CFTC’s proposals are not yet finalized (or effective).  If the CFTC is successful 
in these proposals, the counterparties with which a Fund deals may further limit the size or duration of 
positions available to such Fund.  All accounts owned or managed by the Firm are likely to be combined 
for speculative position limit purposes.  The size or duration of positions available to a Fund may be 
severely limited, such Fund could be required to liquidate positions it holds in order to comply with such 
limits, or may not be able to fully implement trading instructions generated by its trading models, in order 
to comply with such limits. 
 
Options Trading.  When purchasing or selling an option, the risks associated with the transaction will vary 
depending on the type of option (i.e., put or call).  When purchasing an option, it is necessary to calculate 
the extent to which the value of the underlying security must increase (in the case of a call) or decrease (in 
the case of a put) in order for a Fund’s position to become profitable, taking into account the premium and 
all transaction costs.  The purchaser of options may offset or exercise the options or allow the options to 
expire.  The exercise of an option results either in a cash settlement or in the purchaser acquiring or 
delivering the underlying interest.  If the option is on a future, the purchaser will acquire a futures position 
with associated liabilities for margin.  If the purchased option expires worthless, such Fund will suffer a 
total loss of the amount invested in the option that will consist of the option premium plus transaction costs. 
 
Selling (“writing” or “granting”) an option generally entails considerably greater risk than purchasing 
options.  Although the premium received by the seller is fixed, the seller may sustain a loss well in excess 
of that amount.  The seller will be liable for additional margin to maintain the position if the market moves 
unfavorably.  The seller will also be exposed to the risk of the purchaser exercising the option, and, upon 
such exercise, the seller will be obligated to either settle the option in cash or to acquire or deliver the 
underlying interest, depending on the terms of the option.  If the option is on a future, upon exercise by the 
purchaser of the option, the seller will acquire a position in a future with associated liabilities for margin.  
If the option is “covered” by the seller holding a corresponding position in the underlying interest or a future 
or another option, the risk may be reduced.  If the option is not covered, the risk of loss can be unlimited.  
In the case of an option on a future, certain exchanges in some jurisdictions permit deferred payment of the 
option premium, exposing the purchaser to liability for margin payments not exceeding the amount of the 
premium.  The purchaser is still subject to the risk of losing the premium and transaction costs.  When the 
option is exercised or expires, the purchaser is responsible for any unpaid premium outstanding at that time. 
 
Forward Contracts.  A Fund may trade deliverable forward contracts in the inter-bank currency market.  
Such deliverable forward contracts are not currently traded on exchanges; rather, banks and dealers act as 
principals in these markets.  As a result of Dodd-Frank, the CFTC now regulates non-deliverable forwards 
(including many deliverable forwards where the parties do not take delivery).  Changes in the forward 
markets may entail increased costs and result in burdensome reporting requirements.  There is currently no 
limitation on the daily price movements of forward contracts.  Principals in the forward markets have no 
obligation to continue to make markets in the forward contracts traded.  The imposition of credit controls 
by governmental authorities or the implementation of regulations pursuant to Dodd-Frank might limit such 
forward trading to less than that which the Firm would otherwise recommend, to the possible detriment of 
such Fund.  
 
Equity Securities.  Issuers of equity securities are subject to various market risks.  Consequently, an equity 
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security’s value may fluctuate depending on the markets in which its issuer operates.  The price of an equity 
security can rise or fall sharply due to factors specific to that equity security and its issuer, such as price 
volatility; earnings; financial conditions; corporate, industry and regulatory developments; management 
changes and decisions; and by general market factors, such as general equity volatility and levels, interest 
rates and economic and political conditions. 
 
Publicly Traded Securities. A Fund’s investment portfolio may consist of securities issued by publicly 
held companies.  Such investments may subject such Fund to risks that differ in type or degree from those 
involved with investments in privately held companies.  Such risks include, without limitation, greater 
volatility in the valuation of such companies, increased obligations to disclose information regarding such 
companies, limitations on the ability of such Fund to dispose of such securities at certain times, increased 
likelihood of shareholder litigation against such companies’ board members, which may include partners, 
members or employees of the Firm, such Fund’s general partner or their respective affiliates or designees, 
and increased costs associated with each of the aforementioned risks. 
  
Investments in Restricted Securities.  A Fund may be prevented from buying or selling certain publicly 
traded securities if the Firm or the Fund acquires material, non-public information with respect to such 
securities.  In addition, if such information is acquired with respect to a publicly traded security that such 
Fund already holds, such security will be placed on a “restricted securities list” maintained by the Firm and 
will not be traded until the material, non-public information becomes public or is no longer material.  
Accordingly, the Fund may be disadvantaged due to its inability to participate in investments that would 
otherwise be suitable for such Fund or to liquidate existing investments during favorable market conditions. 
 
Investments in Privately Held Companies.  A Fund may invest in securities issued by privately held 
companies, and operating results in a specified period will be difficult to predict.  Such investments involve 
a high degree of business and financial risk that can result in substantial losses.  
 
Minority Investments.  A Fund may make minority investments.  In these situations, there is a possibility 
that the company in which such Fund invests or other investors in such company may have economic or 
business interests or goals that are inconsistent with those of such Fund, and such Fund may have a limited 
ability to protect or influence the value of or exit the Fund’s investment in the entity. 
 
Control Investments.  A Fund may be a lead, control or a significant investor in the companies in which it 
invests.  Such Fund may not, however, have the right to participate in the day-to-day management, control 
or operations of the companies in which it invests, nor may it have the right to remove the managers 
thereof.  Nonetheless, such Fund (alone, or together with other investors) may be deemed to have a control 
position with respect to companies in which it invests, which could expose such Fund to liabilities not 
normally associated with minority equity investments, such as additional risks of liability for environmental 
damage, product defects, failure to supervise management, violation of governmental regulations and other 
types of liability in which the limited liability general characteristic of business operations may be ignored. 
 
Non-U.S. Investments.  A Fund may invest in securities of non-U.S. corporations and non-U.S. countries.  
Investing in the securities of companies (and, from time to time, governments) of non-U.S. countries 
involves certain considerations not usually associated with investing in securities of U.S. companies or the 
U.S. Government, including possible adverse political and economic developments, possible seizure or 
nationalization of non-U.S. deposits and possible adoption of governmental restrictions that might 
adversely affect the payment of principal and interest to investors located outside the country of the issuer, 
whether from currency blockage or otherwise.  In addition, there may be less publicly available information 
about issuers in non-U.S. countries than would be the case for comparable issuers in the United States.  
Furthermore, some of the securities may be subject to brokerage taxes levied by governments, which has 
the effect of increasing the cost of such investment and reducing the realized gain or increasing the realized 
loss on such securities at the time of sale.  Income received by such Fund from sources within some 
countries may be reduced by withholding and other taxes imposed by such countries.  Any such taxes paid 
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by such Fund will reduce its net income or return from such investments.  While the Firm will take these 
factors into consideration in making investment decisions for a Fund, no assurance can be given that the 
Firm will be able to fully avoid these risks. 
 
Additional costs could be incurred in connection with a Fund’s international investment activities.  Non-
U.S. brokerage commissions generally are higher than in the United States.  Expenses also may be incurred 
on currency exchanges when the Firm changes investments from one country to another.  Increased 
custodian costs as well as administrative difficulties (such as the applicability of non-U.S. laws to non-U.S. 
custodians in various circumstances, including bankruptcy, ability to recover lost assets, expropriation, 
nationalization and record access) may be associated with the maintenance of assets in non-U.S. 
jurisdictions. 
 
Currency and Exchange Rate Risks.  A Fund may invest in securities denominated in currencies other 
than the U.S. Dollar and in securities which are determined with references to currencies other than the U.S. 
Dollar.  The Fund may or may not try to hedge its currency exposure.  Such Fund, however, will generally 
value its assets in U.S. Dollars.  To the extent unhedged, the value of such Fund’s assets will fluctuate with 
U.S. Dollar exchange rates as well as with price changes of their investments in the various local markets 
and currencies.  Thus, an increase in the value of the U.S. Dollar compared to the other currencies in which 
such Fund may make investments will reduce the effect of increases and magnify the U.S. Dollar equivalent 
of the effect of decreases in the prices of such Fund’s Portfolio Investments in their local markets.  
Conversely, a decrease in the value of the U.S. Dollar will have the opposite effect of magnifying the effect 
of increases and reducing the effect of decreases in the prices of the Fund’s non-U.S. Dollar securities.  A 
Fund may also utilize various hedges, including forward currency contracts and options, to hedge against 
currency fluctuations, but there can be no assurance that such hedging transactions will be effective. 
 
Use of Leverage.  A Fund may borrow money (i) on a short-term basis in order to reduce its need to hold 
cash or in order to invest in Portfolio Investments, pending the receipt of required Capital Contributions, or 
(ii) for other purposes, in each case in an aggregate amount up to 50% (measured at the time of incurrence 
only) of the net asset value of the Fund as determined as of the last fiscal quarter-end. To the extent that 
such Fund borrows funds, the rates at which it can borrow will affect the operating results of such Fund. 
 
Notwithstanding the foregoing, gross exposure may exceed 100% of a Fund’s net asset value as certain 
Portfolio Investments may be inherently leveraged. 
 
Valuation.  Portfolio Investments which the Firm believes are fundamentally undervalued or overvalued 
may not ultimately be valued in the capital markets at prices and/or within the time frame the Firm 
anticipates.  In particular, purchasing Portfolio Investments at prices which the Firm believes to be 
distressed or below fair value is no guarantee that the price of such Portfolio Investments will not decline 
even further. The valuations of Portfolio Investments are made in good faith, but may or may not reflect 
the realizable value of any given position which may be materially lower than the Firm’s calculations. 
 
As market dynamics shift over time, what may have been a highly successful valuation model may become 
outdated or inaccurate.  There can be no assurance that the Firm will be successful in maintaining effective 
valuation models, and the necessity of continuously updating these models demonstrates that the Firm’s 
past successful results may not be representative of a Fund’s future performance. 
 
Uncertain Exit Strategies.  Due to the illiquid nature of many of the positions which a Fund is expected 
to acquire, as well as the uncertainties of the reorganization and active management process, the Firm is 
unable to predict with confidence what the exit strategy will ultimately be for any given core position, or 
that one will definitely be available.  Exit strategies which appear to be viable when an investment is 
initiated may be precluded by the time the investment is ready to be realized due to economic, legal, political 
or other factors. 
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Reverse Repurchase Agreements. A Fund may enter into reverse repurchase agreements.  In a reverse 
repurchase transaction, such Fund “buys” securities issued from a broker-dealer or financial institution, 
subject to the obligation of the broker-dealer or financial institution to repurchase such securities at the 
price paid by such Fund, plus interest at a negotiated rate.  The use of reverse repurchase agreements by the 
Fund involves certain risks.  For example, if the seller of securities to a Fund under a reverse repurchase 
agreement defaults on its obligation to repurchase the underlying securities, as a result of its bankruptcy or 
otherwise, such Fund will seek to dispose of such securities, which action could involve costs or delays.  If 
the seller becomes insolvent and subject to liquidation or reorganization under applicable bankruptcy or 
other laws, such Fund’s ability to dispose of the underlying securities may be restricted.  It is possible, in a 
bankruptcy or liquidation scenario, that a Fund may not be able to substantiate its interest in the underlying 
securities.  Finally, if a seller defaults on its obligation to repurchase securities under a reverse repurchase 
agreement, such Fund may suffer a loss to the extent that it is forced to liquidate its position in the market, 
and proceeds from the sale of the underlying securities are less than the repurchase price agreed to by the 
defaulting seller.  Similar elements of risk arise in the event of the bankruptcy or insolvency of the buyer. 
 
Short Selling.  A Fund’s investment portfolio may include short positions.  A short sale involves the sale 
of a security that the Fund does not own in order to hedge related risks.  To make delivery to the buyer, 
such Fund must borrow the security, and such Fund is obligated to pay the lender of the security any 
dividend or interest payable on the security until it returns the security to the lender.  When a Fund makes 
a short sale in the United States, it must leave the proceeds thereof with the lender as collateral.  If short 
sales are effected on a non-U.S. exchange, such transactions will be governed by local law.  Short selling 
allows the investor to profit from declines in market prices to the extent such decline exceeds the transaction 
costs and the costs of borrowing the securities.  The extent to which a Fund engages in short sales depends 
upon the Firm’s investment strategy and opportunities.  A short sale creates the risk of a theoretically 
unlimited loss, in that the price of the underlying security could theoretically increase without limit, thus 
increasing the cost to a Fund of buying those securities to cover the short position.  There can be no 
assurance that a Fund will be able to maintain the ability to borrow securities sold short.  In such cases, 
such Fund can be “bought in” (i.e., forced to repurchase securities in the open market to return to the lender).  
There also can be no assurance that the securities necessary to cover a short position will be available for 
purchase at or near prices quoted in the market.  Purchasing securities to close out the short position can 
itself cause the price of the securities to rise further, thereby exacerbating the loss. In addition, the 
occurrence of a “short-squeeze” (the inability to maintain a “borrow” on securities) could force a Fund to 
cover a short position and realize an investment loss at an inopportune time.  As a result of the financial 
disruptions which began in the second half of 2008, it appears likely that there may be significant additional 
restrictions imposed on short-selling (at least of certain issuers’ securities).  It cannot be determined how 
future regulations may limit any Fund’s ability to engage in short selling and how such limitations may 
impact such Fund’s performance. 
 
Hedging Transactions.  A Fund may utilize financial instruments, both for investment purposes and for 
risk management purposes in order to (i) protect against possible changes in the market value of the Fund’s 
investment portfolio resulting from fluctuations in the securities markets and changes in interest rates; 
(ii) protect such Fund’s unrealized gains in the value of such Fund’s investment portfolio; (iii) facilitate the 
sale of any such investments; (iv) preserve returns, spreads or gains on any investment in such Fund’s 
portfolio; (v) hedge the interest rate or currency exchange rate on any of the Fund’s liabilities or assets; 
(vi) protect against any increase in the price of any securities the Fund anticipates purchasing at a later date 
or (vii) for any other reason that the Firm deems appropriate. 
 
The Firm is not required to attempt to hedge portfolio positions in a Fund and, for various reasons, may 
determine not to do so.  Furthermore, the Firm may not anticipate a particular risk so as to hedge against it.  
While a Fund may enter into hedging transactions to seek to reduce risk, such transactions may result in a 
poorer overall performance for such Fund than if it has not engaged in any such hedging transaction.  For 
a variety of reasons, the Firm may not seek to establish a perfect correlation between such hedging 
instruments and the portfolio holdings being hedged.  Such imperfect correlation may prevent such Fund 
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from achieving the intended hedge or expose such Fund to risk of loss.  The success of the hedging strategy 
of a Fund is subject to the Firm’s ability to correctly assess the degree of correlation between the 
performance of the instruments used in the hedging strategy and the performance of the investments in the 
portfolios being hedged.  Since the characteristics of many securities change as markets change or time 
passes, the success of a Fund’s hedging strategy is also subject to the Firm’s ability to continually 
recalculate, readjust and execute hedges in an efficient and timely manner.  Moreover, it should be noted 
that the portfolio will always be exposed to certain risks that cannot be hedged, such as credit risk (relating 
both to particular securities and counterparties), “liquidity risk” and “widening” risk. 
 
To the extent any hedging strategies involve the use of OTC derivative transactions, such a strategy would 
be affected by implementation of the various regulations adopted pursuant to Dodd-Frank. 
 
Market Disruptions; Governmental Intervention; Dodd-Frank.  The global financial markets have in 
the past few years gone through pervasive and fundamental disruptions that have led to extensive and 
unprecedented governmental intervention.  Such intervention has in certain cases been implemented on an 
“emergency” basis, suddenly and substantially eliminating market participants’ ability to continue to 
implement certain strategies or manage the risk of their outstanding positions.  In addition—as one would 
expect given the complexities of the financial markets and the limited time frame within which governments 
have felt compelled to take action—these interventions have typically been unclear in scope and 
application, resulting in confusion and uncertainty which in itself has been materially detrimental to the 
efficient functioning of the markets as well as previously successful investment strategies. 
 
A Fund may incur major losses in the event of disrupted markets and other extraordinary events in which 
historical pricing relationships become materially distorted.  The risk of loss from pricing distortions is 
compounded by the fact that in disrupted markets many positions become illiquid, making it difficult or 
impossible to close out positions against which the markets are moving.  The financing available to a Fund 
from its banks, dealers and other counterparties is typically reduced in disrupted markets.  Such a reduction 
may result in substantial losses to such Fund.  Market disruptions may from time to time cause dramatic 
losses for a Fund, and such events can result in otherwise historically low-risk strategies performing with 
unprecedented volatility and risk. 
 
In response to the financial crises of 2008-2009, Dodd-Frank was enacted in July 2010.  Dodd-Frank 
established a comprehensive framework for the regulation of markets, market participants and financial 
instruments that were previously unregulated and substantially alters the regulation of many other markets, 
market participants and financial instruments.  Because many provisions of Dodd-Frank require rulemaking 
by applicable regulators before becoming fully effective and Dodd-Frank mandates multiple agency reports 
and studies (which could result in additional legislative or regulatory action), it is difficult to predict the 
ultimate impact of Dodd-Frank on any Fund, the Firm, and the markets in which they trade and invest.  
Dodd-Frank could result in certain investment strategies in which such Fund engages or may have otherwise 
engaged becoming non-viable or non-economic to implement.  Dodd-Frank and regulations adopted 
pursuant to Dodd-Frank could have a material adverse impact on the profit potential of a Fund. 
 
The “Volcker Rule” component of the Dodd-Frank materially restricts proprietary speculative trading by 
banks, “bank holding companies” and other regulated entities.  As a result, there has been a significant 
influx of new portfolio managers into private investment funds who had previously traded institutional 
proprietary accounts.  Such influx can only increase the competition for a Fund from other talented portfolio 
managers trading in such Fund’s investment sector. 

Epidemics, Pandemics, Outbreaks of Disease and Public Health Issues. Sandton’s business activities 
as well as the activities of the Fund and its operations and investments could be materially adversely 
affected by outbreaks of disease, epidemics and public health issues in Asia, Europe, North America, the 
Middle East and/or globally, such as COVID-19 (and other novel coronaviruses), Ebola, H1N1 flu, H7N9 
flu, H5N1 flu, Severe Acute Respiratory Syndrome, or SARS, or other epidemics, pandemics, outbreaks of 
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disease or public health issues. In particular, coronavirus, or COVID-19, has spread and is currently 
spreading rapidly around the world since its initial emergence in December 2019 and has negatively 
affected (and may continue to negative affect or materially impact) the global economy, global equity and 
debt markets and supply chains (including as a result of quarantines and other government-directed or 
mandated measures or actions to stop the spread of outbreaks). Although the long-term effects of 
coronavirus, or COVID-19 (and the actions and measures taken by governments around the world to halt 
the spread of such virus), cannot currently be predicted, previous occurrences of other epidemics, 
pandemics and outbreaks of disease, such as H5N1, H1N1 and the Spanish flu, had material adverse effects 
on the economies, equity markets and operations of those countries and jurisdictions in which they were 
most prevalent. A recurrence of an outbreak of any kind of epidemic, communicable disease, virus or major 
public health issue could cause a slowdown in the levels of economic activity generally (or push the world 
or local economies into recession), which would be reasonably likely to adversely affect the business, 
financial condition and operations of Sandton and the Fund. Should these or other major public health 
issues, including pandemics, arise or spread farther (or continue to worsen), Sandton and the Fund could 
be adversely affected by more stringent travel restrictions (such as mandatory quarantines and social 
distancing), additional limitations on Sandton’s (or the Fund’s) operations and business activities and 
governmental actions limiting the movement of people and goods between regions and other activities or 
operations. 

Impact of the Silicon Valley Bank Failure. On March 10, 2023, Silicon Valley Bank (“SVB”) was closed 
by the California Department of Financial Protection and Innovation (“DFPI”), and the Federal Deposit 
Insurance Corporation (“FDIC”) was named receiver of the closed bank. On March 12, 2023, Secretary of 
the U.S. Treasury Department, Janet L. Yellen, Federal Reserve Board Chair, Jerome H. Powell, and FDIC 
Chairman, Martin J. Gruenberg, after receiving a recommendation from the boards of the FDIC and the 
Federal Reserve and consulting with President Biden, approved actions enabling the FDIC to complete its 
resolution of SVB, in a manner that Secretary Yellen described would fully protect all depositors and give 
them access to all of their money starting Monday, March 13, 2023. A similar resolution was announced 
with respect to Signature Bank, New York, New York (“Signature Bank”), which was similarly closed on 
March 12, 2023 by its state chartering authority. 

While the immediate issues resulting from the failures of SVB and Signature Bank appear to have been 
mitigated, the instances of such banking failures can and are resulting in market volatility and disruption, 
and any such future emergencies have the potential to create materially adverse impacts on economic 
production and activity in ways that cannot be predicted, all of which may result in substantial losses to the 
Fund. 

The ultimate impact of such banking failures and the resulting lack of confidence in the global financial 
markets on global economic conditions, and on the operations, financial condition, and performance of any 
particular industry or business, is impossible to predict. However, potential additional material adverse 
effects, including a global or regional economic downturn (including a recession) of indeterminate duration 
and severity, are possible. Even if SVB’s and Signature Bank’s failures are isolated, it will be difficult to 
assess what the longer-term impacts of an extended period of unprecedented economic dislocation and 
disruption will be on future macro- and micro-economic developments, the health of certain industries and 
businesses, and commercial and consumer behavior. 

Russian Invasion of Ukraine. On February 21, 2022, Russian President Vladimir Putin ordered the 
Russian military to invade two regions in eastern Ukraine. The following day, the United States, United 
Kingdom (“UK”) and European Union (“EU”) announced sanctions against Russia. On February 24, 2022, 
President Putin commenced a full-scale invasion of Russia’s pre-positioned forces into Ukraine, including 
Russia’s forces pre-positioned in Belarus. In response, the United States, UK, and EU imposed further 
sanctions designed to target the Russian financial system, and thereafter a number of countries banned 
Russian planes from their respective airspaces. Further sanctions may be forthcoming, and the United States 
and allied countries announced they are committed to taking steps to prevent certain Russian banks from 
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accessing international payment systems. Russia’s invasion of Ukraine, the resulting displacement of 
persons both within Ukraine and to neighboring countries and the increase in international sanctions could 
each have a negative impact on the economy and business activity globally, and therefore could adversely 
affect the performance of the Master Funds’ investments. Furthermore, given the evolving nature of the 
conflict between the two nations and its ongoing escalation (examples include Russia’s decision to place 
its nuclear forces on high alert and the possibility of significant cyberwarfare by Russia against military 
and civilian targets globally), it is difficult to predict the conflict’s ultimate impact on global economic, 
business and market conditions, and, as a result, the situation may present material uncertainty and risk with 
respect to the Fund and its performance or operations, and the ability of the Fund to achieve its investment 
objectives. 

Monetary Policy and Governmental Intervention Affecting the Broader Investment Climate. The 
Board of Governors of the Federal Reserve and certain non-U.S. central banks, including the European 
Central Bank, take governmental actions to stabilize markets and seek to encourage economic growth. 
Actions by the Federal Reserve and other central banks, including changes in policies, may continue to 
have a significant effect on interest rates and on the United States and world economies generally, which 
in turn may affect the performance of the Master Fund’s investments on an absolute and/or relative basis. 
In addition, the consequences of the extensive changes to the regulation of various markets and market 
participants contemplated by legislation and increased regulation arising out of the global financial crisis 
have not been fully implemented in all cases and therefore the ultimate effects thereof are difficult to predict 
or measure with certainty. Recently, certain U.S. banks, citing Federal Reserve liquidity requirements 
and/or the costs and/or decreased profitability of holding capital deposits, have pursued imposing a negative 
interest rate and/or a balance sheet utilization fee on certain deposits from certain institutional customers. 
Other non-U.S. banks have also adopted similar measures. Negative interest rates and/or fees of this type 
could have an adverse effect on private equity funds such as the Fund. The Fund may be forced to bear such 
costs, effectively losing money on cash deposits, or seek to find alternative means of holding short-term 
reserves and cash balances. Such alternative arrangements may bear greater risk of loss of principal, longer 
lock-up periods (e.g., money market funds or certificates of deposit) or other less favorable terms. In 
addition, as a result of the foregoing, the Fund may choose to keep less cash or reserves on hand which 
could result in a greater reliance on borrowing, along with related costs. 

Inflation Impacts. Certain of the Master Funds’ investments in portfolio companies may be in industries 
that may be impacted by inflation, such as consumer goods and services and manufacturing. These portfolio 
companies may not be able to pass on to customers increases in their costs of operations which could greatly 
affect their operating results, impacting their ability to repay the Master Funds’ loans. In addition, any 
projected future decreases in the Master Funds’ portfolio companies’ operating results due to inflation could 
adversely impact the fair value of those investments. Any decreases in the fair value of the Master Fund’s 
investments could result in future unrealized losses.  

Additionally, economic events will occur that create uncertainty and have significant impacts on issuers, 
industries, governments and other systems, including the financial markets, to which companies and their 
investments are exposed. As global systems, economies and financial markets are increasingly 
interconnected, events that once had only local impact are now more likely to have regional or even global 
effects. Inflation that occurs in one country, region or financial market will, more frequently, adversely 
impact issuers in other countries, regions or markets, including in established markets such as the U.S. 
These impacts can be exacerbated by failures of governments and societies to adequately respond to an 
emerging event or threat. 

Uncertainty can result in or coincide with, among other things: substantial, and in some periods extremely 
high, rates of inflation, which can last many years and have substantial negative effects on credit and 
securities markets as well as the economy as a whole; increased volatility in the financial markets for 
securities, derivatives, loans, credit and currency; a decrease in the reliability of market prices and difficulty 
in valuing assets (including portfolio company assets); greater fluctuations in spreads on debt investments 
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and currency exchange rates; increased risk of default (by both government and private obligors and 
issuers); the significant loss of liquidity and the inability to purchase, sell and otherwise fund investments 
or settle transactions (including, but not limited to, a market freeze); unavailability of currency hedging 
techniques; and recessions. 

In March 2022, Congress passed the Adjustable Interest Rate (LIBOR) Act (the “LIBOR Act”) to establish 
a uniform, federal solution to replace LIBOR as the applicable rate or reference for certain contracts, 
agreements, securities, instruments or other assets that use or reference USD-LIBOR and lack fallback 
provisions, or contain insufficient fallback provisions (i.e., identify neither a specific replacement 
benchmark rate nor a determining person with authority to determine such replacement) (the “Covered 
Contracts”). The LIBOR Act provides that, as of the first London banking day after June 30, 2023 (or such 
other date as the Federal Reserve determines that any LIBOR tenor will cease to be published or cease to 
be representative), the benchmark rate (including the applicable tenor spread adjustment) identified by the 
Federal Reserve will be the applicable replacement benchmark rate, and all conforming technical, 
administrative, operational, and other modifications necessary to implement such replacement will be 
effective automatically for such Covered Contracts. The LIBOR Act expressly supersedes any state-level 
LIBOR transition legislation and provides that the Federal Reserve will promulgate regulations to carry out 
the LIBOR Act within one hundred and eighty (180) days after its enactment. 
 
Highly Volatile Markets.  The prices of financial instruments in which a Fund may invest can be highly 
volatile.  Price movements of forward and other derivative contracts in which a Fund’s assets may be 
invested are influenced by, among other things, interest rates, changing supply and demand relationships, 
trade, fiscal, monetary and exchange control programs and policies of governments, and national and 
international political and economic events and policies.  A Fund is subject to the risk of failure of any of 
the exchanges on which their positions trade or of their clearinghouses. 
 
Trading and Investing Affiliates.  A Fund may affect certain investments through limited partnerships, 
limited liability companies, corporations or other vehicles sponsored or managed by the Fund’s general 
partner, the Firm or third parties.  A creditor having a claim that relates to a particular investment held by 
any such vehicle may be able to satisfy such claim against all assets of such vehicle, without regard to the 
participation rights of such Fund and other investors of such vehicle in the assets of such vehicle. 
 
Counterparty Risk. Institutions, such as brokerage firms, banks and broker-dealers, generally have 
custody of each Fund’s portfolio assets and may hold such assets in “street name”.  Each Fund is subject to 
the risk that these firms and other brokers, counterparties or clearinghouses with which the Fund deals may 
default on their obligations to such Fund.  Any default by any of such parties could result in material losses 
to such Fund.  Bankruptcy or fraud at one of these institutions could also impair the operational capabilities 
or the capital position of such Fund.  In addition, securities and other assets deposited with custodians or 
brokers may not be clearly identified as being assets of such Fund, causing such Fund to be exposed to a 
credit risk with regard to such parties.  The Fund generally will only be an unsecured creditor of its trading 
counterparties in the event of bankruptcy or administration of such counterparties.  In some jurisdictions, a 
Fund may also only be an unsecured creditor of its brokers in the event of bankruptcy or administration of 
such brokers.  Each of the Funds generally attempt to limit its brokerage and custody transactions to well 
capitalized and established banks and brokerage firms in an effort to mitigate such risks, but the collapse in 
2008 of the seemingly well capitalized and established Bear Stearns and Lehman Brothers demonstrates 
the limits on the effectiveness of this approach in avoiding counterparty losses. 
 
A Fund may affect transactions in “over-the-counter” or “interdealer” markets.  The participants in such 
markets are typically not subject to the same level of credit evaluation and regulatory oversight as are 
members of “exchange-based” markets.  This exposes such Fund to the risk that a counterparty will not 
settle a transaction in accordance with its terms and conditions because of a dispute over the terms of the 
contract (whether or not bona fide) or because of a credit or liquidity problem, thus causing such Fund to 
suffer a loss.  Such “counterparty risk” is accentuated for contracts with longer maturities where events 
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may intervene to prevent settlement, or where such Fund has concentrated its transactions with a single or 
small group of counterparties.  A Fund is not restricted from dealing with any particular counterparty or in 
the size of the exposure which such Fund may provide to a given counterparty.  The inability to make 
complete and “foolproof” evaluations of the financial capabilities of a Fund’s counterparties and the 
absence of a regulated market to facilitate settlement increases the risk to such Fund. 
 
While Dodd-Frank is intended to bring more stability and lower counterparty risk to derivatives market by 
requiring central clearing of certain standardized derivatives trades, not all of a Fund’s trades will be subject 
to a clearing requirement because the trades are grandfathered or because they are bespoke, or because they 
are within a class that is not currently subject to mandatory clearing.  Furthermore, it is yet to be seen 
whether Dodd-Frank will be effective in reducing counterparty risk or if such risk may actually increase as 
a result of market uncertainty, mutuality of loss to clearinghouse members, or other reasons. 
 
Third-Party Involvement.  A Fund may co-invest with third parties through partnerships, joint ventures 
or other entities.  Such investments involve risks not present in investments where a third party is not 
involved, including the possibility that a third party coventurer or partner may at any time have economic 
or business interests or goals which are inconsistent with those of such Fund, or may be in a position to take 
action contrary to the investment objective of such Fund.  In addition, the Fund may in certain circumstances 
be liable for actions of its third-party coventurer or partner. 
 
Interest Rate Risk.  The price of most fixed-income securities moves in the opposite direction of the 
change in interest rates.  For example, as interest rates rise, the price of fixed-income securities falls.  
Consequently, the longer the maturity of a fixed-income security, the risk that interest rates will rise and 
thus the price of the security will fall will be greater than it would have been for a security with a shorter 
maturity.  If a Fund holds a fixed-income security to maturity, the change in its price before maturity will 
have little impact on such Fund’s performance; however, if such Fund has to sell the fixed-income security 
before the maturity date, an increase in interest rates may result in a loss to such Fund. 
 
Inability to Refinance.  A Fund may seek to finance, refinance or dispose of one or more of its Portfolio 
Investments to obtain liquidity, leverage the return on its equity or to reduce potential losses with respect 
to non-performing Portfolio Investments.  Under such circumstances, there may be no established trading 
or lending market for the Portfolio Investments.  Although such Fund intends to enter into any such 
financings on then current market terms on an arm’s length basis, such financings may contain mark-to-
market or other leverage ratio maintenance provisions, as well as other covenants and will contain default 
provisions.  A change in the market or deterioration of specific Portfolio Investments could result in margin 
or capital call, if applicable.  If such Fund is not able to pay or refinance any such financing, to dispose of 
its portfolio assets if necessary to do so or to met a margin call, if applicable, or otherwise defaults on such 
financing, the Limited Partners could suffer losses.  
 
Competition and Availability of Suitable Investments.  In recent years, there has been a marked increase 
in the number of, and flow of capital into, investment vehicles established in order to implement alternative 
asset investment strategies, including strategies similar to the strategies that may be implemented by a Fund.  
While the precise effect cannot be determined, such increase may result in greater competition for 
investment opportunities, or may result under certain circumstances in increased price volatility or 
decreased liquidity with respect to certain positions.  Prospective investors should understand that a Fund 
may compete with other investment vehicles, as well as investment and commercial banking firms, which 
have substantially greater resources, in terms of financial wherewithal and research staffs, than may be 
available to such Fund.  The competing entities and individuals may drive up the prices of prospective 
investments, potentially lowering returns. 
 
Cybersecurity.  Investment advisers, including Sandton, must rely in part on digital and network 
technologies (“cyber networks”) to maintain substantial computerized data about activities for client 
accounts and otherwise conduct their businesses. Such cyber networks might in some circumstances be 
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subject to a variety of possible cybersecurity incidents or similar events that could potentially result in the 
inadvertent disclosure of confidential computerized data or client data to unintended parties, or the 
intentional misappropriation or destruction of data by malicious hackers seeking to compromise sensitive 
information, corrupt data, or cause operational disruption. Cyber-attacks might potentially be carried out 
by persons using techniques that could range from efforts to electronically circumvent network security or 
overwhelm websites to intelligence gathering and social engineering functions aimed at obtaining 
information necessary to gain access. Sandton maintains policies and procedures on information technology 
security, it has certain technical and physical safeguards intended to protect the confidentiality of its internal 
data, and takes other reasonable precautions to limit the potential for cybersecurity incidents, and to protect 
data from inadvertent disclosure or wrongful misappropriation or destruction. Nevertheless, despite 
reasonable precautions, the risk remains that cybersecurity incidents could potentially occur, and such 
incidents, in some circumstances, might result in unauthorized access to sensitive information about 
Sandton, the funds or their investors, and/or cause damage to client accounts or Sandton’s activities for the 
funds or their investors. 
 

Item 9:  Disciplinary Information 

 
There are no material legal or disciplinary events related to the Firm. 
 

Item 10:  Other Financial Industry Activities and Affiliations 

 
Item 10.A. and Item 10.B. 
 
Sandton and its management persons are not registered and do not have any application pending to register 
as a broker-dealer, a registered representative of a broker-dealer, a futures commission merchant, or an 
associate of the foregoing entities.  Sandton and the general partners of the Funds are exempt from 
registration as a commodity pool operator and commodity trading adviser with the Commodity Futures 
Trading Commission (“CFTC”).  Sandton and the general partners have claimed an exemption in respect 
of each Fund, as applicable, from registration as a commodity pool operator under applicable requirements 
of the CFTC. 
 
Item 10.C. 

Sandton Credit Opportunities I GP, LLC and Sandton Credit Opportunities II GP, LLC are affiliates of 
Sandton and had served as general partners to funds which are no longer in existence.   
 
Sandton Credit Solutions III GP, LLC is an affiliate of Sandton and serves as the general partner to the 
following funds: Sandton Credit Solutions Master Fund III, LP, Sandton Credit Solutions On-Shore Fund 
III, LP, Sandton Credit Solutions Off-Shore III, LP, and the Lonehill Fund, LP. 
 
Sandton Credit Solutions IV GP, LLC is an affiliate of Sandton and serves as the general partner to the 
following funds: Sandton Credit Solutions Master Fund IV, LP, Sandton Credit Solutions Master Fund IV 
(Delaware), LP, Sandton Credit Solutions Offshore IV (Cayman), LP, Sandton Credit Solutions Offshore 
IV (Delaware), LLC, Sandton Credit Solutions Onshore Fund IV, LP Sandton Credit Solutions Offshore 
IV, LP, Sandton Fund IV Co-Invest, LP, Sandton Onshore Fund IV Co-Invest, LP and Sandton Offshore 
Fund IV Co-Invest, LP. 
 
Sandton Capital Solutions V GP, LLC is an affiliate of Sandton and serves as the general partner to the 
following funds: Sandton Capital Solutions Onshore Fund V, LP, Sandton Capital Solutions Offshore Fund 
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V, LP, Sandton Capital Solutions Master Fund V, LP and Sandton Capital Solutions Master Fund V 
(Delaware), LP.  
 
The foregoing Funds are referred to as the “Existing Funds”. 
 
Sandton had entered into letter agreements with the Seed Investors.  The Seed Investors have certain 
preferential rights in respect of certain funds which have dissolved as well as Sandton Credit Solutions 
Master Fund III, LP and Sandton Credit Solutions Master Fund IV, LP. Those agreements were further 
disclosed to prospective investors in such Funds’ private placement memoranda.  In addition, the Seed 
Investors have non-voting ownership interests in the general partners and the Firm in respect of those 
specified Funds to which they appear as investors and have the right to participate in asset-based and 
performance-based compensation (carried interest).  The existence of this relationship, as well as their 
participation in co-investment opportunities, can give rise to potential conflicts among the interests of the 
Seed Investors, other investors in such Funds, such Funds’ general partner and Investment Manager.  
 
The potential conflicts that can arise from these immediately above-mentioned relationships are mitigated 
in a number of different ways, including having the principals of Sandton control each Existing Fund’s 
general partner by way of retaining 100% of the voting interests of the general partner.  
 
Furthermore, the Firm’s Chief Compliance Officer is involved in all Advisory Committee decisions that 
are implicated by the Firm’s compliance program, in accordance with its policies and procedures designed 
to address these types of potential conflicts.  However, the Chief Compliance Office does not have a 
separate vote as an Advisory Committee member in respect of the Existing Funds.  The policies and 
procedures composing the Firm’s compliance program, including with respect to the allocation of co-
investment opportunities, are designed to ensure that no one client account or investor is systematically 
advantaged. 
 
Item 10.D. 
 
Sandton does not recommend other investment advisers for the Funds. 
 

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

 
Item 11.A.  
 
Sandton has adopted a Code of Ethics (the “Code”) under Rule 204A-1 of the Investment Advisers Act of 
1940, as amended (the “Advisers Act”) designed to provide that Sandton employees comply with 
applicable federal securities laws. The Code addresses, among other things, Sandton’s standard of business 
conduct, requirements and restrictions relating to personal securities trading, policy regarding political 
contributions, policy regarding gifts and entertainment and confidentiality.  Sandton employees must 
acknowledge, both initially upon employment and annually thereafter, in writing having received and read 
a copy of the Code.   
 
The Code requires all employees to report personal securities holdings (initially and annually) and certify 
quarterly personal trading activity.  The Code restricts employees, through the use of a restricted list, from 
transacting in the same investments as Sandton’s clients.  All co-investing takes place through a Fund or 
vehicle managed by Sandton that includes Sandton clients, in accordance with their pre-determined and 
fully disclosed investment terms, strategy and objectives. All investment vehicles are designed to align the 
interests of clients (including investors) with those of Sandton, including any of its affiliates, as all investor 
assets bear the equivalent risk of investing.  
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The Code is monitored by Sandton’s Chief Compliance Officer and any exceptions to the Code need prior 
approval by Sandton’s Chief Compliance Officer.   
 
Please refer to the Code for additional information.  Sandton’s Code of Ethics is available to investors and 
prospective investors upon request.    
 
Item 11.B. to Item 11.D. 
 
Sandton may enter into transactions and invest in securities, currencies or other instruments (including other 
forms of financing) on behalf of a Fund in which Sandton, the general partner or their affiliates, acting as 
principal or as agent for its customers, serves as the counterparty.  Sandton may and has also entered into 
cross transactions where an affiliate acts as agent on behalf of the Fund and the other party to the transaction.  
The relevant affiliate may have a potentially conflicting division of responsibilities to both parties of the 
cross transaction.  A Fund will consider engaging in a principal or cross transaction with an affiliate of 
Sandton or such Fund’s general partner only to the extent it is consistent with such Fund’s, who are party 
to the transaction, investment objectives and the Advisers Act. The potential conflict that can arise from 
this type of transaction is mitigated by the Firm’s compliance procedures that form a part of its compliance 
program which, as previously mentioned, require the Chief Compliance Officer to review any cross 
transaction and review any principal transaction and ensure Client consent has been obtained in connection 
with such principal transaction.  In addition, Sandton may engage third-party valuation agents to determine 
the amount to be used for executing the transaction.  At times, Sandton may enter into a transaction in its 
own name on behalf of a Fund with the capital of such Fund for administrative convenience (e.g., where a 
counterparty prefers not to enter into an agreement with a Cayman Island domiciled Client), with such 
investment transferred to the name of the relevant Fund shortly thereafter. However, such transaction is not 
treated as a principal transaction for purposes of Sandton’s compliance program. 
 
In addition, Sandton or its related persons, (or, in certain cases, certain limited partners in the Funds) may 
provide financing to portfolio companies that are also owned by the Funds. Such activities may create a 
potential conflict of interest between these parties on the one hand and the Fund on the other.  Accordingly, 
Sandton seeks to mitigate this potential conflict of interest by disclosing and receiving approval from the 
relevant Fund’s Advisory Committee prior to completing the transaction.  
 

Item 12:  Brokerage Practices 

 
Item 12.A. 

A.1.  
 
With the exception of investments over which the Advisory Committee has certain approval rights, Sandton 
has full discretion to determine which investments to purchase and sell on behalf of its clients, such as 
private debt, equity, real estate, warrants, distressed assets, working interests, currencies, etc. Therefore, 
Sandton does not engage, with the exception of FX trading, in general securities trading activities with 
brokers for the types of investments where traditionally commissions (including mark ups or mark downs) 
are charged for the execution of client transactions.  However, when closing certain investments, the legal 
fees and other expenses incurred to consummate transactions may be considered to be conceptually 
equivalent.  All client accounts share in these costs pro-rata to their amount invested. In addition, as 
Sandton’s business generally involves privately negotiated transactions in which best execution obligations 
do not arise in the same context as transactions in publicly-traded securities, we also believe we fulfill our 
best execution responsibilities through careful evaluation and negotiation of the terms of each such 
transaction. 
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Sandton convenes a brokerage committee (consisting of Mr. Nurick and Mr. Wood, the Chief Financial 
Officer, the Chief Compliance Officer, and Controller) meeting periodically for consideration of 
counterparty credit risk and currency risk.  The brokerage committee always seeks to enhance investment 
performance through the effective management of costs impacting investments held in Funds.  
 
Sandton does not make use of soft dollar arrangements (third-party or proprietary).   

A.2 and A.3.  

Sandton does not recommend broker-dealers to its clients. 

Item 12.B. 
 
The Firm may be deemed to aggregate an order when it acquires an investment that is too large for the 
intended Fund, and the investment can be allocated to another vehicle for co-investing.  When this occurs, 
the terms of the transaction do not change and there is no execution cost to share among the participating 
clients.  However, closing and legal costs, which may be considered execution costs, and other fees are 
shared pro-rata in proportion with the amount allocated to each client account.  
 

Item 13:  Review of Accounts 

 
Item 13.A. and 13.B. 
 
The Funds and their holdings are reviewed on a regular basis to determine their conformity with their risk 
parameters, investment objectives, and guidelines.  Sandton continuously monitors the portfolio companies 
of the Funds.  Sandton convenes periodic investment committee meetings, consisting of portfolio managers, 
the Chief Financial Officer, the Chief Compliance Officer, and the Controller to evaluate each position’s 
compliance with the relevant Fund’s offering memorandum.    
 
Item 13.C. 
 
Investors in the Funds receive quarterly Schedules of Partner’s Capital indicating their capital balances and 
performance for the quarter within 45 days of each quarter-end.  Additionally, U.S. investors are generally 
issued Schedule K-1’s after the close of a fiscal year-end.  Audited financial statements are generally 
provided to investors within 120 days of a financial year-end.  The reports discussed above are in written 
form. 
 

Item 14:  Client Referrals and Other Compensation 

 
Item 14.A and B. 
 
The Firm does not retain third-party marketers or solicitors.  We also do not receive a benefit from anyone 
who is not a client for providing advisory services to clients.  
 

Item 15:  Custody 
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Client assets are held at qualified custodians (except with respect to certain privately offered securities). 
The Funds receive monthly account statements directly from the Funds’ qualified custodians, and Sandton, 
as investment adviser to the Funds, carefully reviews those statements. 
 
Additionally, to confirm compliance with Rule 206(4)-2 under the Advisers Act, Sandton has also 
appointed an independent certified public accounting firm that is both registered with, and subject to regular 
inspection by, the Public Companies Accounting Oversight Board that distributes audited financial 
statements to investors of the Funds within 120 days of the fiscal year-end. The Funds are audited annually 
and financial statements of the Funds are prepared in accordance with U.S. Generally Accepted Accounting 
Principles (“GAAP”). These reports are in written form and investors should carefully review those 
statements. 
 

Item 16:  Investment Discretion 

 
Sandton has full discretion to manage assets on behalf of the Funds.  This authority is granted in accordance 
with an IMA between Sandton and each of the Funds. Individual investors grant authority to the Funds to 
enter into an IMA with Sandton by signing a subscription agreement.   
 

Item 17:  Voting Client Securities  

 
Sandton does not currently engage in trading on behalf of the Funds, as such, proxy voting is not applicable 
at this time. If Sandton were to engage in trading, Sandton would be responsible for voting proxies for 
portfolio securities consistent with the best economic interests of its clients.  Sandton’s authority to vote 
proxies for the Funds is established by its IMA with each Fund. Sandton understands and appreciates the 
importance of proxy voting. The Firm will vote all proxies in the best interests of its clients and investors 
(as applicable) and in accordance with the procedures outlined below (as applicable), unless otherwise 
mandated by an investment management agreement or applicable law (e.g., ERISA).   
 
• All proxies that are received by any employee (to vote on behalf of the clients) are given to the Portfolio 

Manager covering the subject portfolio security. 
• Prior to voting any proxies, the Chief Compliance Officer will determine if there are any conflicts of 

interest related to the proxy in question.  If a conflict is identified, the Chief Compliance Officer will 
then make a determination (which may be in consultation with outside legal counsel) as to whether the 
conflict is material or not. 

• If no material conflict is identified pursuant to these procedures, the lead research analyst covering the 
subject security will make a decision on how to vote the proxy in question in accordance with the 
guidelines in put forth below. 

 
Voting Guidelines: In the absence of specific voting guidelines mandated by a particular Fund, Sandton 
will endeavor to vote proxies in the best interests of each client. Sandton has adopted the proxy voting 
policies and procedures set forth in its Compliance Manual. Under the proxy voting policy, Sandton will 
generally vote proxies in accordance with the recommendation of the issuing company’s management 
on routine and administrative matters unless Sandton has a particular reason to vote to the contrary.  
Non-routine matters will be voted on a case-by-case basis in a manner that serves the clients’ best 
interest.  Under certain circumstances, we may abstain from voting specific proxies if we believe that 
doing so is in the best interests of our clients. Furthermore, under our proxy voting policy, we may 
not vote proxies issued by companies if our clients no longer have any economic exposure to the issuer of 
the proxy or if we believe that the subject matter of the proxy has no material impact on our clients.   
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Sandton would not permit clients or investors to direct how the Firm would vote specific proxies. Each 
investor in the Funds may request information on how Sandton voted with respect to the securities of 
such Fund and obtain a copy of Sandton’s policies and procedures, which are set forth in its Compliance 
Manual, by contacting the Chief Compliance Officer at (212) 444-7205. 
 

Item 18:  Financial Information 

 
Item 18.A.  

Sandton does not require or solicit prepayment of more than $1,200 in fees per client, six months or more 
in advance. 

Item 18.B.  
 
There are no conditions that impair Sandton’s ability to meet its contractual and fiduciary commitments to 
its clients. 
 
Item 18.C. 
 
The Firm has not been subject to a bankruptcy petition, past or pending. 
 

Item 19:  Requirements for State Registered Advisers 

 
Not Applicable.  
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