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This brochure provides information about the qualifications and business practices of Mudrick 
Capital Management, L.P. (the “Adviser”). If you have any questions about the contents of this 
brochure, please contact us at 646-747-9500 or compliance@mudrickcapital.com.  The 
information in this brochure has not been approved or verified by the United States Securities and 
Exchange Commission (the “SEC”) or by any state securities authority. 

The Adviser is registered as an investment adviser with the SEC. Registration with the SEC or with 
any state securities authority does not imply any level of skill or training. 

Additional information about the Adviser also is available on the SEC’s website at 
www.adviserinfo.sec.gov. 
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ITEM 2 
MATERIAL CHANGES 

The rules promulgated under the Investment Advisers Act of 1940, as amended (the 
“Advisers Act”) require the Adviser to identify and discuss any material changes made to its 
brochure since the last annual update.  This brochure was last updated in March 2023.  The only 
material changes to report since our last update are to: (i) note the Adviser’s updated regulatory 
assets under management, (ii) update certain risk factors and (iii) disclosures consistent with our 
current offerings and practices and (iv) as previously communicated to the Adviser’s clients and 
Fund investors, the departure of Thomas Bachner as President of the Adviser.  

Please note the above summary does not reflect all of the changes that have been made to 
this Brochure since its last update. We encourage all recipients of this Brochure to read it carefully 
in its entirety. 
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ITEM 4 
ADVISORY BUSINESS 

A. General Description of Advisory Firm.  

The Adviser, Mudrick Capital Management, L.P., a Delaware limited partnership, 
commenced operations in 2009 and has its office in New York, New York.  Mr. Jason Mudrick, 
as a limited partner of the Adviser and as the managing member of the general partner of the 
Adviser, Mudrick Capital Management, LLC, a Delaware limited liability company, is the 
principal owner of the Adviser and controls the Adviser. The general partner of the Adviser has 
ultimate responsibility for the management, operations and the investment decisions made by the 
Adviser.  

B. Description of Advisory Services.  

1. Advisory Services. 

The Adviser serves as the investment manager to a number of investment funds (the 
“Funds”) and separately managed accounts and may, from time to time, serve as the investment 
manager to additional funds or products.  The interests in the Funds are generally offered on a 
private placement basis, in compliance with the exemption provided by Section 3(c)(7) of the 
Investment Company Act of 1940, as amended (the “Investment Company Act”) to persons who 
are “accredited investors” as defined under the Securities Act of 1933 and “qualified purchasers” 
(or “knowledgeable employees”) as defined under the Investment Company Act, and subject to 
other conditions, that are set forth in the offering documents for the Funds.  

The Adviser has incorporated Mudrick Capital Management (UK), Ltd. (the “UK 
Affiliate”) in the United Kingdom, which is a limited liability partnership formed under the UK 
Limited Liability Partnerships Act 2000. The UK Affiliate was formed for purposes of conducting 
regulated activities in the UK, including investment or research activities, marketing activities or 
performing other functions. Mudrick Capital Management (UK) Ltd is as an Appointed 
Representative of Kroll Securities Ltd. (FCA Number: 466588), which is authorized and regulated 
by the UK Financial Conduct Authority (the “FCA”). 

As previously communicated to applicable Fund investors on November 15, 2023, the 
Mudrick Distressed Opportunity Fund implemented certain modifications to Fund terms, which 
will be effective April 1, 2024.  In particular, for Mudrick Distressed Opportunity Fund these 
modifications include closing the previously offered Class A, Class B, and Class C shares/interests 
and only offering Class D shares/interests which are subject to a 1.5% management fee, a 20% 
incentive allocation and a 25% quarterly investor-level withdrawal gate.  Existing investors in the 
Mudrick Distressed Opportunity Fund would be entitled to retain their existing class of 
shares/interests with no changes to their existing liquidity terms (which do not have an investor-
level gate but do have a fund-level gate), though they will not be entitled to acquire additional 
interests of their existing classes (i.e., Class A, Class B or Class C) as of April 1, 2024.  In addition, 
the side pockets terms were modified such that all investors will be required to participate in side 
pocket investments beginning on this date. 
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In addition, Mudrick Stressed Credit Fund, Ltd. and Mudrick Stressed Credit Fund, L.P. 
implemented certain changes to their Fund terms, which will be effective April 1, 2024.  The more 
meaningful changes include that the Funds would be no longer offering Class A shares/interests 
and instead only offering Class B shares/interests, which are subject to a 25% quarterly investor-
level withdrawal gate.  While existing Class A investors would be entitled to retain their existing 
classes of interests with no change to their existing liquidity terms (which do not have an investor-
level gate but do have a fund-level gate), they will not be entitled to acquire additional Class A 
interests/shares in the Fund as of April 1, 2024.  In addition, the key person event trigger for the 
Funds was updated beginning on this date. 

As used herein, the term “clients” generally refers to the Funds and/or the Adviser’s 
separately managed account clients, as applicable.  

This brochure generally includes information about the Adviser and its relationships with 
its clients and affiliates. While much of this brochure applies to all of those clients and affiliates, 
there is information included herein that only applies to specific clients or affiliates.  

2. Investment Strategies and Types of Investments. 

The descriptions set forth in this brochure of specific advisory services that the Adviser 
offers to clients, and investment strategies pursued and investments made by the Adviser on behalf 
of its clients, should not be understood to limit in any way the Adviser’s investment activities. The 
Adviser may offer any advisory services, engage in any investment strategy and make any 
investment, including any not described in this brochure, that the Adviser considers appropriate, 
subject to each client’s investment objectives and guidelines. The investment strategies the Adviser 
pursues are speculative and entail substantial risks. Investors should be prepared to bear a 
substantial loss of capital. There can be no assurance that the investment objectives of any client 
will be achieved.  

The investment objectives and strategy of the Funds are set forth in confidential private 
offering memoranda and are summarized below.  In the case of variations in investment strategies 
pursued by certain Funds, those differences are noted below where applicable.  The Adviser also 
provides investment advisory services to separately managed accounts. The investment objectives 
and strategy of the separately managed accounts are generally consistent with the following, 
though certain differences are noted below where applicable. 

 Investment Objectives 

The principal objective of the Funds is to seek capital appreciation from a portfolio of 
distressed debt and equity investments which generate attractive and asymmetric risk-adjusted 
total returns over the long term with significant downside protection.  The Funds will focus on 
event-driven value investments in companies with overlooked or distressed capital structures, 
characterized by their income-profile, due to an actual or perceived balance sheet event.   

Certain of the Funds and separately managed accounts have been set up (i) to co-invest in 
only a specific subset of opportunities or companies or (ii) to generate attractive total returns on 
capital throughout the credit cycle by employing an opportunistic strategy targeting event-driven 
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situations in leveraged corporate capital structures, as in the case of the Stressed Credit Fund, and 
the objectives of those Funds and separately managed accounts (as well as the investment 
strategies and types of investments as described herein) are modified accordingly.  There are also 
certain separately managed accounts that have been set up to generate stable, income driven returns 
through primarily passive investments in senior secured securities of distressed issuers, such as 
secured term loans, secured bonds and debtor-in-possession (“DIP”) financing (the “Senior 
Secured Strategy”). The Stressed Credit Fund and Senior Secured Strategy Clients generally trade 
pari passu subject to certain parameters and restrictions in the investment guidelines of the offering 
memorandum or investment management agreement (as applicable), or other considerations in 
accordance with the Adviser’s allocation policies. 

The securities held by co-investment clients are also held by certain Funds and separately 
managed accounts in their portfolios. 

 Investment Strategy Overview 

The Funds will primarily invest in distressed debt and equity in the middle-market space 
(defined as companies with an enterprise value of less than US $5 billion, measured at the time of 
investment), across North America and Western Europe, predominantly through the following 
investment strategies: 

“Pull to Par” Distressed Debt.  The Funds will seek to purchase the stressed or distressed 
debt of companies that the Adviser believes are trading significantly below their intrinsic value 
primarily for attractive yield, which includes a combination of current income and “pull to par” 
capital appreciation. Investments in stressed or distressed debt are typically made by purchasing 
debt instruments on the secondary market. 

Debt for Equity Swaps.  The Funds will seek to invest in the distressed debt of companies 
that the Adviser believes are trading significantly below their intrinsic value with an aim of taking 
an active role in debt restructuring negotiations or other processes to influence the outcome. This 
typically will involve the Funds purchasing debt instruments on the secondary market that may 
convert to new debt instruments, post-reorganized equity or a combination thereof through active 
influence via creditors’ committees, steering committees, ad hoc groups and/or participation on 
the board of directors.  

To a lesser extent, the Funds may also seek to make investments using the strategies set 
out below: 

Special Situations. The Funds may seek to purchase the debt or equity of companies that 
the Adviser believes are trading significantly below their intrinsic value due to a market dislocation 
or idiosyncratic company-specific situation. 

Capital Solutions. The Funds may provide rescue financing, structured equity solutions 
and liability management solutions to companies that are unable to access traditional markets. 
These transactions are privately originated and directly negotiated by the Adviser, bespoke for 
each company. 
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The above strategies are non-exhaustive and the Funds may invest in financial 
instruments through other investment strategies as adopted from time to time, to the extent this is 
deemed to be in the interests of the Fund investors by the Adviser. The Funds may make 
investments across the capital structure of companies in both the private and public markets. 
Investments may comprise long or short positions in both publicly traded equity and debt 
securities and obligations and private securities and obligations, however, the Funds are 
predominantly long-biased on the positions they hold and the Adviser expects this to continue to 
be the case in the long-term.  

In the case of the Stressed Credit Fund, the Fund expresses its strategy largely through 
investments in stressed and performing credit instruments, including loans and bonds, select 
distressed instruments and equities and episodic hedges or short positions. The Adviser uses 
fundamental credit research to seek to identify the most compelling total return opportunities in 
the global corporate credit markets (with an emphasis on the North American and European 
markets) and will focus primarily on investing the Fund’s capital in loans and bonds (in cash and 
synthetic form) of speculative grade companies, but may also invest in certain convertible bonds 
and preferred securities, equity (including equity-linked) and structured finance securities. The 
Adviser applies fundamental credit analysis and a proactive management style to manage 
investment and portfolio risk. 

In the case of the Senior Secured Strategy, its investments will generally focus primarily 
on the following strategies: (1) purchasing the senior secured distressed debt of companies that the 
Adviser believes are trading below their intrinsic values due to a potential restructuring event; (2) 
purchasing interests in DIP loans of companies going through bankruptcy, in secondary market 
transactions; and (3) purchasing senior secured debt of post-bankruptcy companies. 

 Types of Securities (Applicable to Funds other than the Stressed Credit Fund) 

The below describes the types of securities in which the Funds, other than the Stressed 
Credit Fund, will invest.  The types of securities in which the Stressed Credit Fund will invest are 
described further below. 

The Funds make investments across the capital structure of companies in both the private 
and public markets.  Investments may comprise long or short positions in both publicly traded 
equity and debt securities and obligations and private securities and obligations, at original 
issuance and/or on the secondary market.  The equity securities may include common and preferred 
equity or such other securities as the Adviser may determine from time to time, and the debt 
securities and obligations may include all types of debt securities and obligations, such as corporate 
bonds, debentures, notes, municipal bonds, equipment lease certificates, equipment trust 
certificates and, to the extent permitted by applicable laws and regulations, securities issued by 
troubled foreign issuers, including foreign governments.  The private securities and obligations 
may include bank debt, trade claims of bankrupt companies and other privately traded securities 
and obligations.  In addition, as described in more detail below, certain Funds may (and have in 
the past) hold an investment in the sponsor of a special purpose acquisition vehicle formed to 
pursue an initial business combination with a post-bankruptcy or post-reorganized target company 
(though such vehicle may target a company in any stage of its corporate evolution). 
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As a consequence of their purchase of private claims from banks and other financial 
institutions, the Funds may be required to perform certain lending functions, such as funding issued 
but undrawn letters of credit in the course of the restructuring of a troubled company or providing 
debtor-in-possession financing to the troubled company in the event that it seeks relief under 
Chapter 11 of the Bankruptcy Code.  Upon the completion of a restructuring, the Funds’ 
distributions may be in the form of obligations arising under an amended credit facility made 
available to the troubled company.  The Funds’ performance of these traditional lending functions 
may often be essential to their ability to consummate purchases of private claims.  The Funds’ 
decisions to undertake such lending functions are determined by the overall projected return for 
the private claim investment. 

The Funds will be authorized to fund, participate in the funding of or otherwise sponsor 
the plan of reorganization of a debtor-in-possession or an out-of-bankruptcy restructuring.  This 
activity typically involves formulating or participating in the formulation of a plan of 
reorganization and the funding of such plan in return for the acquisition of assets of the debtor 
and/or a debt and/or equity interest in the reorganized entity.  The Adviser believes that there are 
several factors that might create opportunities to invest in this manner at attractive prices.  First, 
companies exiting bankruptcy often have difficulty raising new capital, particularly new equity.  
Permanent capital may be a necessary component of the company’s plan of reorganization or 
management or creditors may prefer a plan that provides for new equity capital.  Second, creditors 
may undervalue the securities to be received through a plan of reorganization.  Third, creditors 
may be willing to accept a lower payout if that payout is in cash rather than securities of the 
reorganized company. 

Trade Claims of Companies in Bankruptcy.  Trade claims are unpaid accounts receivables 
held by a creditor of a company in a Chapter 11 or a Chapter 7 bankruptcy proceeding. Trade 
claims are general unsecured debt obligations.  The United States bankruptcy laws allow a 
company to avoid payment on its pre-petition accounts receivable during the pendency of a 
bankruptcy case.  Therefore, a trade creditor must generally wait until a Chapter 11 plan of 
reorganization or a Chapter 7 plan of liquidation is confirmed by the bankruptcy court before it 
can receive any distributions from the company on account of a trade creditor’s pre-petition 
accounts receivable.  Although Wall Street dealers are active in trading larger trade claims in major 
cases, there is less liquidity in the broader trade claims market.  The Adviser believes that 
significant opportunities exist in the trade claims market because many overlooked bankruptcies 
contain trade claims, and because holders of trade claims may not possess the skillset for properly 
valuing distressed debt.  Purchasing trade claims of bankrupt companies may be a means of 
obtaining post-reorganized equity at a significant discount to its perceived inherent value. 

Short Sales and Derivative Securities.  The Funds, in the discretion of the Adviser, may 
engage in short sales and in options transactions with respect to securities and other obligations.  
The Funds may purchase and write covered and uncovered put and call options on individual 
securities or on securities indices both as independent investment opportunities and as hedging 
devices as deemed appropriate by the Adviser.  The Funds may also purchase or sell warrants or 
other derivative instruments.  Short positions may also be taken in securities that the Adviser 
believes are relatively overvalued or are about to decline in price due to impending financial 
distress. Short positions generally are intended to serve as a degree of protection against a declining 
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market but may also be independently viewed by the Adviser as profit opportunities for the Funds.  
Certain clients do not engage in short sales or derivatives transactions in accordance with those 
clients’ investment guidelines. 

Futures.  The Funds, in the discretion of the Adviser, may purchase, hold, sell or otherwise 
deal in commodities, commodity contracts, commodity futures, financial futures or options 
thereon. 

Types of Securities (Applicable to the Stressed Credit Fund) 

 Loans.  The Stressed Credit Fund invests a significant portion of the Fund’s capital in the 
loans of speculative grade companies, both domestically and internationally. The Fund may invest 
in revolving, first, second and third lien loans, unsecured loans and any other loans.  Senior loans 
(i.e., first lien loans) are typically ranked at the most senior level of the capital structure, and are 
often secured by specific collateral, including but not limited to, accounts receivable, inventory, 
equipment, buildings, real estate, franchises, trademarks, patents, and common and preferred stock 
of the obligor and its subsidiaries. 

High-Yield Bonds.  High-yield bonds are issued by companies that do not qualify for 
“investment-grade” ratings by one of the leading credit rating agencies—Moody’s Investors 
Service, Standard & Poor’s Ratings Services and Fitch Ratings. Credit rating agencies evaluate 
issuers and assign ratings based on their opinions of the issuer’s ability to pay interest and principal 
as scheduled. Those issuers with a greater risk of default—not paying interest or principal in a 
timely manner—are rated below investment grade. These issuers must pay a higher interest rate to 
attract investors to buy their bonds and to compensate them for the risks associated with investing 
in organizations of lower credit quality.  The Adviser relies on the expertise of its credit analysts 
who will use bottom up and industry analysis in order to identify high-yield bonds with the 
potential to generate attractive returns through current income and capital appreciation. 

Convertible Securities. The Fund may invest in convertible securities, which 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 the 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. 

Structured Finance Securities.  Structured finance securities are typically non-recourse or 
limited-recourse debt securities issued by a special purpose vehicle and secured solely by the assets 
thereof (including, without limitation, mortgage-backed securities, asset backed securities, 
collateralized bond obligations or collateralized loan obligations). Such securities are typically 
rated by one of the leading rating agencies. 

Equity Investments. The Investment Manager seeks to use its knowledge of credit and 
capital structures to identify securities within the same capital structure that are mispriced, 
including equities. The leveraged nature of speculative grade companies often implies a publicly 
traded market capitalization of less than 50% of the company’s enterprise value. The Adviser 
believes that these so-called “leveraged” equities can often present attractive investments because 
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a small move in valuation multiples can have a disproportionate impact on the equity. The Adviser 
aims to use its knowledge of credit and high-yield industries to identify those equities that may 
present a compelling opportunity relative to the loans and/or bonds. 

 Types of Securities (Applicable to the Senior Secured Strategy)  

The Senior Secured Strategy expects to invest in senior secured debt securities and 
obligations of issuers before an expected or actual restructuring, during bankruptcy and post-
bankruptcy. The senior secured debt securities and obligations may include all types of debt 
securities and obligations, such as corporate bonds, term loans, and DIP loans, as well as private 
securities and obligations that may include trade claims of bankrupt companies and other privately 
traded securities and obligations. 

The clients following the Senior Secured Strategy generally may hold or trade: (i) all forms 
of publicly and non-publicly traded securities and other financial instruments of U.S. and non-U.S. 
issuers, including, without limitation, bonds, debt, notes, debentures (whether subordinated, 
convertible or otherwise), loans (including but not limited to term loans, DIP loans and “frozen” 
revolving loans), trade claims, preferred stock, common stock, rights, units, certificates of 
beneficial interests, warrants, put and call options on equity securities, loan participations and 
assignments, joint ventures, notes and accounts receivable and other obligations and instruments 
or evidences of indebtedness of whatever kind or nature of any person, corporation or entity 
whatsoever, foreign or domestic, foreign currency transactions for the purpose of either acquiring 
foreign currencies to purchase foreign securities or hedging portfolio positions in foreign securities 
against exchange rate fluctuations and derivative securities hedging against or otherwise utilizing 
any of the foregoing; (ii) money market funds, obligations of the United States, commercial paper, 
certificates of deposit, banker’s acceptances, trust receipts; or (iii) instruments that hedge the 
foregoing.  In addition, the Senior Secured Strategy may perform certain limited lending functions, 
such as providing DIP financing to a distressed company that is seeking relief under Chapter 11 
of the Bankruptcy Code. 

While the Senior Secured Strategy intends to take a primarily passive investment approach, 
to protect its position with respect to an investment in a debt obligation of a troubled company, it 
may occasionally be required to take an active role in negotiating the plan of reorganization of a 
debtor-in-possession or an out-of-bankruptcy restructuring. This activity typically involves 
formulating or participating in the formulation of a plan of reorganization, and may involve the 
performance of limiting lending functions as described above, in each case in return for the 
acquisition of assets of the debtor and/or a debt and/or equity interest in the reorganized entity. 

The Senior Secured Strategy, in the discretion of the Adviser, may purchase and sell 
derivative instruments, both as independent investment opportunities (i.e., to gain exposure to 
certain senior secured debt securities or obligations) and as hedging devices. In particular, the 
Senior Secured Strategy may invest in total return swaps as a means of gaining exposure to 
securities and obligations in which the Senior Secured Strategy could otherwise directly invest. 

 The Investment Process 
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The investment process at the Adviser typically includes the following stages: (i) 
sourcing potential investments; (ii) research and due diligence on potential investments; (iii) 
investment selection and execution; (iv) portfolio and risk management; and (v) investment exit. 
Each stage of the investment process is set out in detail below.  
 

Sourcing. The research team and the trading team work collaboratively to source 
investment opportunities. Ideas are primarily sourced by price – the trading team monitors the 
price of debt in both the public and private markets trading below par and flags these debt 
instruments for the research team to evaluate. The Adviser may use other channels for idea 
generation as well. Distressed situations tend to attract media attention, with coverage of 
companies’ deteriorating financing conditions in industry publications. While less common, the 
investment team may also leverage sell side research and relationships for idea generation. 
Lastly, the investment team’s extensive network may provide opportunities for idea sourcing as 
well. 

 
Research & Due Diligence. Once potential investments are identified, the Adviser will 

generally engage in rigorous industry research and company-specific due diligence in order to 
have a fully informed view of the financial condition of a company prior to making an 
investment decision.  To understand the inherent risks and rewards of an investment, the Adviser 
will typically conduct the following analysis and due diligence, as appropriate: 

 
• Evaluate a company’s senior management team, including onsite company and 

management team visit 
• Industry fundamentals review 
• Capital structure review 
• Historical and projected financial performance analysis 
• Liquidity and cash flow analysis 
• Sponsor conversations 
• Competitor conversations and analysis 
• Customer and supplier conversations 
• Conversations with relevant experts in law, tax, regulatory or industry-specific areas, 

including those in professional networks of personnel of the Adviser 
• Document review  
• Exit strategies and recovery analysis 

This diligence process is typically an iterative approach that typically involves extensive input 
from the broader research team. The Adviser’s investment process is constructed to: (i) foster 
dialogue and debate around the team’s top investment opportunities; (ii) encourage healthy 
competition for investment opportunities; and (iii) drive ongoing re-underwriting of the pipeline 
of new investment opportunities. 

Investment Selection and Execution. The portfolio managers ultimately decide whether an 
investment is appropriate for the portfolio, including entry cost and position sizing, subject to final 
approval by the Adviser’s Chief Investment Officer.  The Chief Investment Officer also has the 
authority to make portfolio investment decisions independent of this process. 
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 Portfolio Risk Management 

The Adviser engages in active portfolio and risk management on an ongoing basis. 
Importantly, the analyst on the research team that led the underwriting and due diligence on the 
investment generally will continue to cover the company post-investment. Additionally, the ratio 
of investments to analysts is relatively low, such that each analyst can thoroughly and actively 
monitor their coverage list of investments on an ongoing basis.  

Risk Management Guidelines. As part of its general risk management framework, the 
Adviser seeks to adhere to certain targeted guidelines for a disciplined approach to portfolio 
construction and management.  In addition, certain clients have their own specific portfolio 
investment guidelines that the Adviser adheres to. 

Investment Exit. The portfolio managers and Chief Investment Officer, in consultation with 
the research team and trading team, will determine their view of the optimal timing for exit 
generally based on valuation, a particular catalyst, and/or efficient trade execution. 

Borrowing.  The Funds may employ leverage, including margin borrowing, to seek to 
enhance investment returns or for any other reason.  The Adviser believes that, in certain situations, 
the use of borrowing can significantly enhance returns with an acceptable increase in risk. 

Ongoing Monitoring. The Adviser will conduct ongoing monitoring of relevant portfolios 
with focus on the understanding of the fundamental and technical elements of the investments in 
order to manage the portfolio proactively rather than reactively. This involves refreshing of 
information on current portfolio issuers and across the database to assist the Adviser to make 
accurate, time-sensitive investment decisions. 

 Side Pockets 

Investors in certain of the Funds may be subject to side pocket investments (each, a “Side 
Pocket Investment”); provided that the Adviser is permitted to designate an investment as a Side 
Pocket Investment only if, immediately after giving effect to such designation, no more than 20% 
of the carrying value of such Funds’ assets would consist of Side Pocket Investments and “new 
issues.”  As of April 1, 2024, the offering documents of these Funds will be amended such that all 
investors generally will participate in any designated Side Pocket Investments.  Unless the Adviser 
determines otherwise in its sole discretion, an investor will participate in any Side Pocket 
Investment if, and only if, such investor is an investor on the date as of which the Adviser 
designates such investment as a Side Pocket Investment.  Until a Side Pocket Investment has been 
sold or has otherwise become readily marketable, no gain or loss on such Side Pocket Investment 
will be ordinarily allocated, and investors will not be permitted to redeem or withdraw the portion 
of their interest in the Funds that is attributable to such Side Pocket Investment.  

 Other Investment Vehicles 

The clients may participate in all or part of an investment through special-purpose vehicles 
(such as a corporation, a limited liability company, a business trust or a combination thereof) 
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formed to address tax, legal, regulatory or other considerations or to aggregate multiple accounts, 
in each case as determined by the Adviser in its discretion. 

The descriptions contained herein of specific investment strategies that are or may be engaged in 
by the Funds should not be understood as in any way limiting the Funds’ investment activities as 
determined by the Adviser to be in the best interests of the Funds, whether or not described in this 
brochure.  The Funds may engage in investment strategies not described herein that the Adviser 
considers appropriate. 

C. Availability of Customized Services for Individual Clients.  

Unless otherwise agreed to in writing, the Adviser does not generally tailor its advisory 
services to the individual needs of its clients, and clients generally may not impose restrictions on 
investing in certain securities or types of securities.  

D. Assets Under Management.  

The Adviser has regulatory assets under management (“RAUM”) of approximately 
$3,323,192,025 as of December 31, 2023. 

All of the Adviser’s assets are managed on a discretionary basis, and does not manage any 
assets on non-discretionary basis. 
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ITEM 5 
FEES AND COMPENSATION 

A. Advisory Fees and Compensation.  

The fees applicable to each Fund are set forth in detail in each Fund’s offering documents. 
A brief summary of these fees, along with the separately managed account fees, is provided below. 
Other than the ability to waive or reduce fees as described below, fees for each of the Funds are 
generally not negotiable. 

 
Asset-Based Compensation 
 
Clients generally pay the Adviser management fees for its management services 

(“Management Fees”). The Management Fees are typically based on the client’s assets under 
management with the Adviser and are determined on an annualized rate. Currently, such rate 
ranges from 1.25% to 2% for the Funds, as described in more detail in each Fund’s offering 
memorandum (though, as noted below, such rates are in some cases higher or lower for certain 
investors in any given Fund, Funds-of-one formed for specific investors and are generally lower 
for investors in separately managed accounts).  Differences in Management Fees generally relate 
to differing liquidity terms or differing investment strategies.  The Adviser, in its discretion (or as 
required pursuant to an agreement), may waive, reduce or calculate differently the Management 
Fee with respect to any client or any investor in any Fund. Investors that are officers, employees 
or affiliates of the Adviser, members of the immediate families of such persons and trusts or other 
entities established by them or for their benefit and certain other persons in the discretion of the 
Adviser (“Internal Investors”) are not subject to Management Fees.  Co-investment clients 
generally do not pay Management Fees. 

Performance-Based Compensation 

The Adviser receives performance-based compensation (“Performance Fees”) from certain 
clients, which is compensation that is based on a share of the capital appreciation of the assets of 
a client. Currently, the Adviser is entitled to receive Performance Fees with respect to the 
separately managed accounts that it manages. With respect to these separately managed accounts, 
the Adviser generally receives a Performance Fee which may be payable (x) subject to a high water 
mark or hurdle, (i) on certain fiscal year-ends or certain anniversaries of the initial contribution 
date or (ii) on a date triggered by a withdrawal, distribution or termination of the investment 
advisory agreement, or (y) on any date on which assets have been returned to the separately 
managed account’s owners. Variations in the above are set forth in the specific investment 
management agreement related to each applicable separately managed account.  Separately 
managed account clients that are members of the immediate families of employees of the Adviser 
are not subject to Performance Fees. 

Incentive Allocations 

The general partner of certain applicable Funds (or the general partner of the master funds 
(the “Master Funds”) with respect to any Funds that are part of a master-feeder or mini-master 
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structure) (each a “General Partner”) is generally entitled to a performance allocation (the 
“Incentive Allocation”) from the applicable Funds. Each General Partner is affiliated with the 
Adviser and controlled by Mr. Mudrick.  

With respect to the Adviser’s open-end Funds, the Incentive Allocations generally range 
from 10% to 20% of the annual capital appreciation, if any, on the capital accounts or sub-accounts, 
as applicable, maintained with respect to each investor, subject in each case to a modified high 
water mark.  Differences in performance allocations generally relate to differing liquidity terms or 
differing strategies.  The performance allocation is calculated based on both realized and 
unrealized net profits and net losses, except with respect to Side Pocket Investments, where 
applicable.  Generally, any capital depreciation in a fiscal year allocated to any investor’s capital 
account or sub-account, as applicable, is carried forward in a “loss recovery account” so that a 
reduced performance allocation is charged to that capital sub-account until a multiple of the losses 
has been recouped, subject to various adjustments.   

With respect to the Adviser’s closed-end funds, the Incentive Allocations generally range 
from 15% to 20% of the investment proceeds after the investors receive an annualized priority 
return and is based on the net proceeds distributed by the Funds to investors, as described in further 
detail in the confidential offering memorandum relating to these Funds. With respect to one of the 
closed-end funds, differences in performance allocations generally relate to the timing of each 
investor’s capital commitment.  

The General Partners, in their discretion (or as required pursuant to an agreement), may 
waive, reduce or calculate differently the Incentive Allocation with respect to any client or any 
investor in any Fund.  Internal Investors are not subject to incentive allocations. 

Other Compensation 

The Adviser and its personnel can be expected to receive certain intangible and/or other 
benefits and/or perquisites arising or resulting from their activities on behalf of the clients that will 
neither be subject to an offset against any Management Fees nor will otherwise be shared with the 
clients, Fund investors and/or portfolio companies. For example, airline travel or hotel stays 
incurred as client expenses typically result in cash rebates, “miles,” credit card “points” or credit 
in loyalty/status programs, and such benefits and/or amounts will, whether or not de minimis or 
difficult to value, inure exclusively to the Adviser and/or such personnel (and not the clients, Fund 
investors and/or portfolio companies) even though the cost of the underlying service is borne by 
the clients, investors and/or portfolio companies. 

B. Payment of Fees.  

Fees and compensation paid to the Adviser or its affiliates by a client are generally 
deducted from the assets of such client’s account, except in the case of the separately managed 
accounts the Adviser does not deduct fees from such clients’ assets and instead bills the client 
separately. As discussed above, management fees are generally charged or deducted on a monthly 
or quarterly basis and performance compensation is charged (or Incentive Allocation is reallocated, 
as applicable) generally on an annual basis. If an investor withdraws all of its assets from a Fund, 
or a client withdraws all or some of the assets from its account on a termination of the advisory 
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contract or otherwise, on any date other than the last day of a calendar month (though generally 
withdrawals from the Funds are not permitted mid-month), the management fee paid for that month 
with respect to the portion withdrawn will generally be prorated based on the number of days in 
such month or quarter that have elapsed and the modified net asset value attributable to the assets 
withdrawn (determined as of the date of withdrawal). If paid in advance, the pro rata portion of 
the management fee paid with respect to such assets from the date of withdrawal to the last day of 
that calendar month will be refunded by the Adviser to the Fund investor or, in the case of the 
separately managed accounts, refunded to the client if the contract is thereby terminated (or 
credited towards future monthly or quarterly management fees payable by the client if such 
withdrawal is a partial withdrawal). 

C. Additional Fees and Expenses.   

Each Fund bears its own expenses, which generally include, without limitation, the 
following: fees, costs and expenses incurred by the Funds, or by the applicable General Partner, 
the Adviser or their affiliates, in connection with the sourcing, investigating, identifying, 
researching, evaluating, developing, initiating, negotiating, structuring, making, acquiring, 
closing, consummating, holding, monitoring, maintaining, financing, refinancing, pledging, 
charging, mortgaging, restructuring or otherwise disposing of any of the Fund’s investments 
(including any investments that are ultimately not consummated), including, fees, costs and 
expenses incurred in connection with deal initiation, brokerage, underwriter (whether in the form 
of commissions or discounts), syndication, hedging, valuation, appraisal, due diligence, custodial, 
trustee, record keeping, lending, legal, attorney, accounting, auditing, administrator, tax, advisory, 
compliance and consulting services, ticket charges, clearing and settlement charges, custodial fees, 
fees, costs and expenses relating to short sales, interest expenses and other financing charges 
(including initial and variation margin); stock borrowing fees; fees, costs and expenses incurred in 
connection with attending industry conferences and obtaining research, data, analytics, business 
intelligence (including any “expert networks”), modeling, structuring, pricing and execution 
services, including the fees, costs and expenses of any subscriptions and any computer terminals 
for the delivery of such services; legal expenses relating to negotiation of ISDA agreements; 
expenses relating to proxy voting research; consulting, advisory, investment banking and other 
professional fees relating to particular investments or contemplated investments; research-related 
expenses (including fees for news and quotation equipment and connectivity costs and services, 
market data services and fees paid to third-party providers of research and software for managing 
and monitoring research and legal expenses); fees for investment-, operations-and-accounting-, 
portfolio- and trading-related software, including trade order management software and related 
connectivity costs; and fees, costs and expenses related to the formation and operation of any 
vehicle through which a Fund may hold investments; (ii) “Broken Deal Expenses” as defined 
below (including with respect to broken deals intended to involve co-investors and expenses that 
might have been assumed by such co-investors had such deals been consummated); (iii) any 
obligation to pay the principal amount of, interest on, insurance on, and any others fees, costs and 
expenses incurred in connection with any credit agreement or other similar arrangement entered 
into with a creditor and the fees, costs and expenses or professional advisers incurred in connection 
with entering into any such arrangement; (iv) “Travel and Related Expenses” as defined below; 
(v) expenses relating to reporting, execution and recordkeeping services (including the fees, costs 
and expenses of portfolio accounting systems licenses and related services, as well as the 
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compensation of related service providers); (vi) fees for portfolio risk management services 
(including the costs of risk management software or database packages and related connectivity 
costs and asset assignment and settlement costs); (vii) fees for market information systems and 
related connectivity costs; (viii) third-party legal, consulting, accounting, audit, rating, tax 
preparation, appraisal and other similar expenses (including fees associated with updates to 
offering and subscription materials); (ix) fees charged by the Fund’s administrator (including for 
certain information technology services and middle office trade support services, as well as for 
accounting, reporting, tax compliance, audit services and software); (x) corporate licensing fees; 
(xi) litigation-related and indemnification fees, costs and expenses incurred in connection with any 
action, claim, suit, mediation, arbitration, investigation or other proceeding involving the Fund or 
the indemnification obligations of the Fund, including the Fund’s indemnification obligations and 
the amounts of any judgments or settlements paid in connection with such proceedings or 
indemnification; indemnification payments paid to any placement agent; (xii) fees, costs and 
expenses incurred in connection with the registration, qualification or exemption under, and/or 
legal and regulatory compliance with, any applicable U.S. federal, state, local, non-U.S. law, rule 
or regulation relating to the Fund (including the preparation and submission of filings with the 
SEC, the CFTC, the National Futures Association, the U.S. Treasury, the U.S. Internal Revenue 
Service and any other federal, state, provincial or local governmental body (including Form PF, 
Form ID, Form D, Form 13F, Form 13H, Section 16 filings, Schedule 13D filings, and Schedule 
13G filings, but excluding the Adviser’s Form ADV); (xiii) fees, costs and expenses incurred in 
connection with compliance with the U.S. Hart-Scott-Rodino Antitrust Improvements Act, as 
amended, and other antitrust laws, rules or regulations; (xiv) fees, costs and expenses incurred in 
connection with the preparation and distribution of the Fund’s financial statements, reports, tax 
returns and Schedules K-1 (or additional or similar tax-related schedules) and any other tax reports 
or tax-related compliance activities (including the fees, costs and expenses incurred in connection 
with the purchase, implementation, maintenance and upgrade of computer software and hardware 
for use in preparing and distributing the Fund’s financial statements, reports, tax returns and 
Schedules K-1 (or additional or similar tax-related schedules) and any other tax reports, as well as 
fees, costs and expenses incurred in connection with providing online or electronic access to 
information and reporting (including any upgrades or customizations incurred in connection 
therewith)); (xv) expenses attributable to compliance with Sections 1471 through 1474 of the 
Code, applicable Treasury Regulations and additional guidance thereunder, the Organization for 
Economic Cooperation and Development’s Common Reporting Standard and similar regimes; 
(xvi) fees, costs and expenses related to legal inquiries, including regulatory “sweeps,” 
investigations, or audits or any judicial or administrative proceedings, including but not limited to 
discovery requests, or arbitration, mediation or similar proceedings arising out of an investment or 
class of investments held or proposed to be held by the Fund); (xvii) fees, costs and expenses 
relating to obtaining and maintaining insurance to benefit, directly or indirectly, the Funds, any 
Fund Investor, the Fund’s General Partner and/or the Adviser and its affiliates or their respective 
shareholders, partners, members, officers, directors, employees and agents, including directors’ 
and officers’ (or other similar) liability insurance, errors and omissions insurance, cyber insurance, 
representation and warranty insurance or other insurance policies, or fidelity bonds (including 
commissions, premiums, deductibles, escrow fees and seller’s representative fees, costs and 
expenses incurred in connection with any of the foregoing); (xviii) fees, costs and expenses 
incurred in connection with compliance with the E.U. Alternative Investment Fund Managers 
Directive (Directive 2011/61/EU) (“AIFMD”) or the laws, rules or regulations implemented or 
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promulgated in any applicable jurisdiction in relation thereto (or similar marketing-related 
regulations in other jurisdictions), including the fees, costs and expenses of any depositary required 
in connection therewith; (xix) fees, costs and expenses incurred in connection with compliance 
with applicable laws, rules and regulations, including anti-money laundering (including the fees, 
costs and expenses of Cayman Islands money laundering reporting and compliance officers, as 
applicable), know-your-customer, anti-bribery, anti-corruption, privacy (including data 
protection) and cybersecurity laws, rules and regulations (including the fees, costs and expenses 
incurred in connection with the implementation and compliance with any policies and procedures 
intended to provide for compliance with such laws, rules or regulations and the engagement of 
service providers to assist or advise with such compliance); (xx) fees, costs and expenses incurred 
in connection with distributions of cash or, to the extent contemplated hereby, securities, assets or 
other property to one or more feeder Funds or Fund investors, including fees, costs and expenses 
incurred in connection with the preparation, initiation and processing of wire transfers and checks; 
(xxi) fees, costs and expenses incurred in connection with complying with side letters; (xxii) fees, 
costs and expenses incurred in connection with the ongoing operations of the Funds, including 
communications with, one or more Fund investors, including fees, costs and expenses incurred in 
connection with responding to requests, requirements or inquiries from one or more such Fund 
investors, including reporting requests, requirements or inquiries from one or more such Fund 
investors or due diligence questionnaires (including fees, costs and expenses incurred in 
connection with obtaining industry or market data for purposes of benchmarking the investment 
performance history of the Adviser or any of its affiliates or producing Institutional Limited 
Partners Association reporting templates or complying with similar reporting standards), 
irrespective of whether such communications or responses to such requests are mandated or 
contemplated by side letters; (xxiii) fees, costs and expenses related to holding meetings with one 
or more Fund investors, including annual or special meetings of the Fund (which fees costs and 
expenses will include Travel and Related Expenses incurred by representatives or employees of 
the Adviser or a company in which the Fund has made an investment or other attendees of any 
such meetings, and the fees, costs and expenses incurred in connection with the procurement and 
distribution of any products or gifts provided to attendees of such meetings, or the preparation and 
presentation of any media prepared in connection with such meetings, including speaker, 
entertainment, appearance and related fees, costs and expenses); (xxiv) fees, costs and expenses 
incurred in connection with compliance with environmental, social and governance standards or 
policies, if any, applicable to the Funds, the Adviser or any of its affiliates or to which any of them 
subscribe to now or in the future, including investigation, training, monitoring, tracking, 
engagement, reporting and preparation of any documentation with respect thereto; (xxv) fees, costs 
and expenses incurred in connection with obtaining or soliciting votes, consents, approvals or 
waivers under, or effecting amendments, restatements, modifications, changes, or any other 
revisions to, the terms or provisions of a Fund’s Partnership Agreement; (xxvi) any fees, costs and 
expenses incurred in connection with the winding up, liquidation and dissolution of the Fund and 
any investment vehicle formed by the Adviser to facilitate investments; and (xxvii) extraordinary 
fees, costs and expenses and other similar fees, costs and expenses related to the Funds. 

 
“Broken Deal Expenses” means any and all fees, costs or expenses of the type described 

above incurred in connection with any potential investment that is not ultimately made, including 
any fees (including commitment, termination and break fees, as well as “reverse” termination and 
break fees), or any deposits or working capital payments, that are payable or forfeited by the Fund 
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in connection with any potential investment that is not ultimately made.  “Travel and Related 
Expenses” means fees, costs and expenses incurred in connection with: (i) travel by way of first 
or business class travel, (ii) use of livery or other automotive (i.e., car) services, including 
reimbursement of mileage, (iii) lodging and accommodations, (iv) personal and business meals; 
and (v) business entertainment (in each case, irrespective of whether such fees, costs and expense 
are incurred in connection with investment-related matters or the operation, administration or 
carrying on of the activities and operations of the Fund). 
 

Each separately managed account bears those expenses set forth in the investment 
management agreement between the Adviser and the applicable client. 
 

In addition, to the extent a client invests in money market mutual funds, exchange-traded 
funds or other registered investment companies, the relevant client will indirectly bear its pro rata 
share of such funds’ operating and other expenses, including any management fees of the 
underlying fund. 

Please see Item 12 below for further discussion of the factors that the Adviser considers in 
selecting or recommending broker-dealers for client transactions and determining the 
reasonableness of their compensation (e.g., commissions).   

Certain expenses may be attributable to more than one client. Such shared expenses will, 
to the extent permitted by the client’s governing documents, generally be apportioned among all 
participating clients pro rata according to their amounts of assets under management or their 
participation in the activity or investment which generated such expense, as applicable.  

D. Additional Compensation and Conflicts of Interest.  

Neither the Adviser nor any of its supervised persons accepts compensation (e.g., 
brokerage commissions) for the sale of securities or other investment products.  
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ITEM 6 
PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT 

The Adviser and its affiliates accept performance-based fees (or incentive allocations) from 
every client.  Investors should be aware that the receipt of performance-based fees (or incentive 
allocations) may create an incentive for the Adviser to make investments that are riskier or more 
speculative than would be the case if such arrangement were not in effect, or to allocate more 
desirable investment opportunities to clients that already have generated positive performance in 
a given period in which performance-based compensation is calculated. 

In addition, because performance-based compensation is calculated on a basis that includes 
unrealized appreciation of a client’s assets, it likely will be greater than if such compensation were 
based solely on realized gains.  Item 5 above describes the incentive allocations and performance 
fees received by the Adviser (or its affiliate) from its clients.  Neither any affiliate of the Adviser 
nor any supervised persons of the Adviser receive additional performance-based compensation 
from clients.  

There are additional actual and potential conflicts of interest inherent in the Adviser’s 
organizational structure and operation, certain of which are described below. The discussion below 
does not purport to be a comprehensive discussion of all of the conflicts of interest associated with 
the Adviser and an investment in any client. Each client’s offering memorandum, investment 
management agreement, sub-advisory agreement, and supplemental disclosure document or other 
governing document, as applicable, contain additional information with respect to the actual and 
potential conflicts associated with an investment in such client. 

Because the Adviser manages accounts for multiple clients, the potential exists for one 
client to be favored over another client.  In particular, (i) the rates of asset-based fees and 
performance-based compensation are higher for some clients than for other clients, (ii) some 
clients may have investors with positive “loss recovery accounts” that result in an effectively lower 
incentive allocation rate overall for such client and (iii) different clients use differing amounts of 
leverage.  Accordingly, the Adviser has an incentive to favor clients that pay higher performance-
based compensation or higher asset-based fees or, potentially, that use a higher degree of leverage. 
In addition, certain affiliates and employees of the Adviser (as well as their respective principals 
and certain personnel) invest in the Funds. Because of the allocation of proprietary capital, the 
Adviser has an incentive to favor clients that contain more proprietary capital. 

These factors create a conflict of interest with respect to the allocation of investment 
opportunities among the clients with the same or substantially similar strategies. However, the 
Adviser is committed to allocating investment opportunities on a fair and equitable basis and has 
established order aggregation and allocation policies and procedures to address the potential 
conflict of interest. (Please see Item 11 for a description of the Adviser’s order aggregation and 
allocation policies and procedures.)  

Certain of the Adviser’s clients are expected to invest in different parts of the capital 
structure of issuers in which certain other clients also invest.  It is expected that certain clients will 
often invest in the subordinated and/or unsecured debt of such issuers, while other clients will 
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invest in the more senior, secured debt.  As such, there may be instances during a restructuring, 
insolvency or bankruptcy where the Adviser and its affiliates will be presented with decisions in 
which the interests of clients are in conflict. While it is expected that, in many cases, activity 
conducted on behalf of certain clients will be beneficial to the other clients, such other clients’ 
interests may also be adversely affected by virtue of those clients’ involvement and actions relating 
to its investment.  For example, actions taken by the Adviser on behalf of certain clients may result 
in expense and delay in realizing returns on other clients’ investments that would not have resulted 
in the absence of such action by the Adviser.  Such expense and delay may result in losses to those 
clients or otherwise reduce the return that would be realized by those clients in the absence of such 
actions. 

In addition, from time to time, the Adviser will be required to decide whether costs and 
expenses are to be borne by one or more clients, on the one hand, or the Investment Manager 
and/or its affiliates, on the other hand, and/or whether certain costs and expenses should be 
allocated between or among clients, including any co-investment vehicles or separately managed 
accounts.  In particular, where expenses are attributable to multiple clients, the Adviser generally 
intends to allocate (i) expenses related to investments in issuers that are not ultimately 
consummated based on the assets under management of each client, (ii) expenses relating to any 
investments in issuers that are consummated based on the relative size of each client’s investment 
and (iii) shared operating or general expenses based upon assets under management of each client.  
It should be noted that it generally will not be possible to separate expenses relating to researching, 
evaluating and diligencing particular issuers whose securities would be appropriate for multiple 
clients into portions attributable to specific securities (e.g., if different clients are investing in 
different tranches of debt of such issuer) and, in such cases, aggregate expenses will be treated as 
shared investment expenses and allocated to such multiple clients according to the principles 
referenced above for the allocation of shared investment expenses.  The Adviser will make such 
judgments, which may be based, in certain cases, on good faith estimates, in its fair and reasonable 
discretion, notwithstanding its interest in the outcome, and may make corrective allocations should 
it determine that such corrections are necessary or advisable. 

Finally, the Adviser or its affiliates (or the Board of Directors of certain Funds in 
consultation with the Adviser) generally has the ability to waive notice requirements or permit 
redemptions or withdrawals under such other circumstances and conditions as it deems appropriate 
or as may be required. Such other circumstances and conditions include instances where a client 
(or an investor in a Fund) is maintaining exposure to the general strategy of that Fund but moving, 
or committing, their redeemed amounts to an investment vehicle managed by the Adviser that has 
more restrictive liquidity terms.   
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ITEM 7 
TYPES OF CLIENTS 

As noted above, the Adviser provides advice to the Funds, which are private investment 
funds, and to separately managed account clients. Investors in the Funds may include, but are not 
limited to, high net worth individuals, pension funds and profit-sharing plans, trusts, estates, 
charitable organizations, corporations, business entities, endowments, institutional investors, 
insurance companies or other pooled investment vehicles.  Separately managed account clients 
may include, but are not limited to, high net worth individuals, trusts, charitable organizations, 
corporations, business entities, endowments, pension funds, institutional investors or other pooled 
investment vehicles (other than investment companies). 

As described elsewhere herein, the investment objectives and strategy of the Funds are set 
forth in confidential private offering memoranda and are summarized in Item 4.  Certain Funds 
and separately managed accounts have been setup to co-invest in only a specific subset of 
opportunities or companies. The Adviser also provides investment advisory services to separately 
managed accounts. The investment objectives and strategy of the separately managed accounts are 
generally consistent with those of the Funds. 

 The minimum initial investment in the Adviser’s open-end Funds by an investor is 
generally $1 million and the minimum initial investment in the Adviser’s closed-end Funds by an 
investor is generally $5 million, subject in each case to the discretion of each Fund to accept lesser 
amounts.  The minimum investment amounts generally do not apply to Internal Investors.  Each 
prospective investor in a Fund is required to certify that the interests subscribed for are being 
acquired, directly or indirectly, for the account of a person or entity that is an “accredited investor”, 
as defined in Regulation D under the Securities Act, and a “qualified purchaser”, as defined under 
Section 2(a)(51)(A) of the Investment Company Act (or a “knowledgeable employee” pursuant to 
rule 3c-5 under the Investment Company Act). 
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ITEM 8 
METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS 

A. Methods of Analysis and Investment Strategies.  

Please see Item 4 of this brochure for a description of the methods of analysis and 
investment strategies that the Adviser uses in formulating investment advice and managing assets.  
The descriptions set forth in this brochure of specific advisory services that the Adviser offers to 
clients, and investment strategies pursued and investments made by the Adviser on behalf of its 
clients, should not be understood to limit in any way the Adviser’s investment activities. The 
Adviser may offer any advisory services, engage in any investment strategy and make any 
investment, including any not described in this brochure, that the Adviser considers appropriate, 
subject to each client’s investment objectives and guidelines. The investment strategies the Adviser 
pursues are speculative and entail substantial risks. Clients, and investors in the Funds, should be 
prepared to bear a substantial loss of capital. There can be no assurance that the investment 
objectives of any client will be achieved.  

The Adviser has adopted a socially responsible investment policy (an “SRI Policy”).  
Generally, the Adviser’s SRI Policy is to integrate environmental, social and corporate governance 
(“ESG”) considerations into the investment management process and ownership practices where 
these factors have an impact on financial performance. In taking a practical view towards ESG, 
the Adviser recognizes that the relative impact of ESG factors may vary across various industries 
and geographies. When assessing potential investments and monitoring existing investments, the 
Adviser will consider ESG factors as part of its overall due diligence, investment thesis and risk 
mitigation analysis in situations where these factors will or are likely to have an impact on financial 
performance of the applicable investment.  More information about the SRI Policy is available to 
Clients or Fund investors upon request to the Adviser. 

B. Material, Significant or Unusual Risks Relating to Investment Strategies. 

The following risk factors do not purport to be a complete list or explanation of the risks 
involved in an investment in the clients advised by the Adviser.  These risk factors include only 
those risks the Adviser believes to be material, significant or unusual and relate to particular 
significant investment strategies or methods of analysis employed by the Adviser. Fund investors 
should refer to the Funds’ offering documents for a more complete description of the risk factors.  

General Risks 

Investment-Related Risks.  The securities business is speculative, prices are volatile and 
market movements are difficult to predict.  Supply and demand for securities change rapidly and 
are affected by a variety of factors, including interest rates, housing prices, merger activities, 
regulation, unemployment, wage growth and general economic trends.  In addition to these general 
investment risks, the Adviser may use investment techniques that may subject clients to certain 
risks; some, but not all, of these risks are summarized herein. 
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Investment and Trading Risks Generally.  An investment with the Adviser involves a high 
degree of risk, including the risk that the entire amount invested may be lost.  Generally, the 
Adviser will invest client assets in and actively trade securities and other financial instruments 
using strategies and investment techniques with significant risk characteristics, including risks 
arising from the volatility of the global equity, currency and fixed income markets, short sales, 
leverage, the potential illiquidity of derivative instruments and other portfolio investments, loss 
from counterparty defaults and borrowing to meet redemption requests.  No guarantee is made that 
any client’s investment program or overall portfolio or various investment strategies used or 
investments made will have low correlation with each other or that such client’s returns will exhibit 
low long-term correlation with an investor’s traditional securities portfolio.  A client’s investment 
program may use such investment techniques as margin transactions, option transactions, swap 
and other derivative transactions, short sales and forward and futures contracts, which practices 
involve substantial volatility and can, in certain circumstances, substantially increase the adverse 
impact to which such client may be subject.  All investments made by a client risk the loss of 
capital.  No guarantee or representation is made that any client’s investment program will be 
successful, that any client will achieve its investment objective or that there will be any return of 
capital invested to investors in the clients, and investment results may vary substantially over time. 

Suitability of Investment.  An investment in a client, including the Funds, is not suitable 
for all investors. An investment is suitable only for sophisticated investors and an investor must 
have the financial ability and experience to understand, the willingness to accept, and the financial 
resources to withstand, the extent of their exposure to the risks and lack of liquidity inherent in an 
investment in the Fund. Investors with any doubts as to the suitability of an investment in the Fund 
should consult their professional advisors to assist them in making their own evaluation of the 
merits and risks of investment in the Fund in light of their own circumstances and financial 
condition. An investment in the Fund requires a long-term commitment, and there can be no 
assurance that the Fund’s investment objectives will be achieved or that there will be any return of 
capital. 

Broad Discretionary Power to Choose Investments and Strategies.  The Adviser generally 
has broad discretionary power to decide what investments clients will make and what strategies 
they will use.  While the Adviser currently intends to use the strategies described herein and in the 
confidential offering memoranda or investment management agreements of the clients, it is not 
obligated to do so for certain clients, and for such clients the Adviser may choose any other 
investments and strategies that it believes are advisable, consistent with the client’s investment 
objectives and relevant disclosure documents. 

Valuation of Illiquid Assets.  Valuations of a client portfolio, which will affect the amount 
of the management fee and the incentive allocation, are expected to involve uncertainties and 
discretionary determinations.  From time to time, third-party pricing information may not be 
generally available regarding a portion of the client’s securities, derivatives and other assets.  If 
the valuation of a client should prove to be incorrect, the net asset value of such client could be 
adversely affected. 

Limited Liquidity.  For a variety of reasons, an investment in certain clients, including the 
Funds, is suitable only for certain sophisticated investors who have no need for liquidity in the 
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investment.  In general, there is no public market for interests in the Funds, and no such market is 
expected to develop in the near future, and such interests may not be sold, transferred or assigned 
without the written consent of an affiliate of the Adviser, which may be granted or withheld in 
such person’s discretion.  In addition, as a general matter, an investor’s ability to make withdrawals 
will be subject to limitations described in the offering memorandum of the applicable Fund (or the 
investment management agreement for the client).  In particular, investments in the Adviser’s 
closed-end Funds represent highly illiquid investments and should be acquired only by investors 
who are able to commit their funds for an indefinite period of time given that investors in such 
closed-end Funds may not be able to liquidate their investments prior to the completion of the 
winding up of those Funds. 

Recourse to the Fund’s Assets. The assets of the Fund, including any investments and any 
cash held by the Fund, will be available to satisfy all liabilities and other obligations of the Fund. 
If the Fund becomes subject to a liability, parties seeking to have the liability satisfied may have 
recourse to the Fund assets generally and not be limited to any particular asset. 

Limited Operating Histories. The Adviser and certain clients have limited operating 
histories upon which prospective investors can evaluate their performance.  Clients’ investment 
programs should be evaluated on the basis that there can be no assurance that the Adviser’s 
assessment of the short-term or long-term prospects of investments will prove accurate or that such 
clients will achieve their investment objective. 

Dependence on Key Individuals.  Investors in clients will have no authority to make 
decisions or to exercise discretion on behalf of such clients. The authority for such decisions will 
generally be delegated to the Adviser.  The success of the clients will be significantly dependent 
upon the expertise of the investment management team.  There can be no assurance that this team 
will be successful in implementing any client’s investment objectives.  The Adviser or its 
principals also serve as general partner, managing member, investment adviser or investment 
manager to other clients.  Furthermore, the Adviser’s investment personnel are not required to 
devote all of their time to the Adviser, and there can be no assurance that any principal of the 
Adviser will continue to remain associated with the Adviser. 

Absence of Regulatory Oversight.  Clients are not required to, and will not, register as 
investment companies under the Investment Company Act, in reliance upon an exclusion from the 
definition of “investment company” thereunder.  The Funds rely on the exclusion from the 
definition of investment company provided by Section 3(c)(7) of the Investment Company Act, 
limiting the availability of interests in the Funds only to persons who are “qualified purchasers” as 
defined in Section 2(a)(51) of the Investment Company Act.  Accordingly, the provisions of the 
Investment Company Act (which may provide certain regulatory safeguards to investors) are not 
applicable.  In addition, because securities of the clients expected to be held by brokers generally 
will not be held in segregated accounts, a failure of any such broker is likely to have a greater 
adverse impact on such clients than if such securities were registered in such client’s name.  Under 
the provisions of the Securities Investor Protection Act of 1970, as amended, the bankruptcy of a 
client’s prime broker might have a greater adverse effect on such client than would be the case if 
such prime broker was required to mark the client’s securities as property of the client and to 
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comply with other regulations of the SEC governing the custody of the securities of registered 
investment companies.  

CFTC/NFA Registration.  Pursuant to an exemption from registration under regulations of 
the Commodity Futures Trading Commission (“CFTC”), the Adviser is not required to register, 
and is not registered, with the CFTC or the National Futures Association (“NFA”) as a commodity 
pool operator (a “CPO”) or as a commodity trading advisor (“CTA”).  To comply with the 
exemption, the Adviser is subject to specific limitations on its trading of futures (including 
financial futures, such as interest rate, currency, index and security futures), commodity options 
and swaps (excluding security-based swaps, but including interest rate, currency and other 
financial swaps and swaps on broad-based securities indices) (collectively, “Commodity 
Interests”) that it can trade.  Should the Adviser’s investments in Commodity Interests exceed the 
limits provided by the applicable exemption from registration, the Adviser would likely be 
required to register as a CPO or CTA and, if registration or reliance on an alternative exemption 
were impracticable, cease providing Commodity Interest trading advice to clients and liquidate the 
clients’ holdings of Commodity Interests, which could result in losses and additional costs to the 
applicable clients.  In the event that the Adviser determines to register with the CFTC as a CPO or 
CTA or to manage or operate any client pursuant to an exemption in connection with pools whose 
participants are limited to qualified eligible persons, the private offering memorandum of each 
Fund, as applicable, will not be required to be, and will not be, filed with the CFTC.  Consequently, 
the CFTC will not review or approve any offerings by the Funds or any relevant private offering 
memorandum. 

Outbreaks of Infectious or Contagious Diseases.  Pandemics and other widespread public 
health emergencies have resulted and are resulting in market volatility and disruption, and future 
emergencies have the potential to materially and adversely impact economic production and 
activity in ways that are impossible to predict, all of which could result in significant losses to the 
clients. 

In 2019, an outbreak of a novel and highly contagious form of coronavirus (“COVID-19”) 
occurred and it subsequently spread globally. The COVID-19 pandemic led to disruption in 
national, regional and local markets and economies affected thereby, including the United States. 
The restrictive measures taken to contain or mitigate its spread, including instituting local and 
regional quarantines, restricting travel (including closing certain international borders), prohibiting 
public activity (including “stay-at-home” and similar orders), and ordering the closure of large 
numbers of offices, businesses, schools and other public venues, significantly diminished global 
economic production and activity of all kinds and contributed to both volatility and a severe decline 
in all financial markets.  

Although the World Health Organization declared on May 5, 2023 that COVID-19 was no 
longer a public health emergency of international concern, it reaffirmed that the global risk 
assessment remains high. Any resurgence of COVID-19 through a new variant, or the emergence 
of any other new pandemic, could have a significant adverse impact and result in significant losses 
to the clients and/or their investments.  The extent of the impact on the clients and their portfolio 
companies’ operational and financial performance will depend on many factors, all of which are 
highly uncertain and cannot be predicted. In addition, the operations of the clients, their portfolio 
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investments and the Adviser could be significantly impacted, or even temporarily or permanently 
halted, as a result of government quarantine measures, restrictions on travel and movement, 
remote-working requirements and other factors related to a public health emergency, including its 
potential adverse impact on the health of any such entity’s personnel.  These measures could also 
hinder such entities’ ability to conduct their affairs and activities as they normally would, including 
by impairing usual communication channels and methods, hampering the performance of 
administrative functions such as processing payments and invoices, and diminishing their ability 
to make accurate and timely projections of financial performance. 

 In summary, the impact of a health crisis such as the COVID-19 pandemic, and other 
epidemics and pandemics that could arise in the future, could affect the global economy in ways 
that cannot necessarily be foreseen at the present time. A health crisis could exacerbate other pre-
existing political, social and economic risks, and the extent of the impact would depend on many 
factors, including the ultimate duration and scope of the public health emergency and the restrictive 
countermeasures being undertaken, as well as the effectiveness of other governmental, legislative 
and financial and monetary policy interventions designed to mitigate the crisis and address its 
negative externalities. Any such impact could adversely affect the clients’ performance, resulting 
in losses. 
 
 The success of a client’s activities will also be affected by general economic and market 
conditions, such as interest rates, availability of credit, inflation rates, economic uncertainty, 
changes in laws (including laws relating to taxation of such client’s investments), trade barriers, 
currency exchange controls and national and international political circumstances (including wars, 
terrorist acts or security operations).  These factors may affect the level and volatility of securities 
prices and the liquidity of a client’s investments, including, without limitation, common equity 
and related equity derivative instruments, high-yield securities, convertible securities and 
derivatives, including futures and option prices, which can be highly volatile.  During periods of 
limited liquidity and higher price volatility, whether due to the continued spread and impact of 
COVID-19 or other economic causes, a client’s ability to acquire or dispose of its investments at 
a price and time that such client deems advantageous may be impaired.  The Adviser may maintain 
substantial trading positions that can be adversely affected by the level of volatility in the financial 
markets; the larger the positions, the greater the potential for loss.  There is no guarantee that a 
client will be able to achieve its investment objectives or provide any return on invested capital.  
For example, during the global financial crisis of 2007 to 2008, various sectors of the global 
financial markets experienced an extended period of adverse conditions featuring market 
uncertainty, reduced liquidity, greater volatility, general widening of credit spreads and a lack of 
price transparency.  To the extent that marketplace conditions deteriorate, these conditions may 
have an adverse impact on a client’s investments and performance. 
 

Operational Risk.  Clients depend on the Adviser to develop the appropriate systems and 
procedures to control operational risks.  Operational risks arising from mistakes made in the 
confirmation or settlement of transactions, from transactions not being properly booked, evaluated 
or accounted for or other similar disruption in the Adviser’s operations may cause clients to suffer 
financial loss, the disruption of their businesses, liability to clients or third parties, and regulatory 
intervention or reputational damage. 
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Systems Risks.  Clients depend on the Adviser to develop and implement appropriate 
systems for clients’ activities.  In particular, the Adviser will rely extensively on computer 
programs and systems to trade, clear and settle securities transactions, to evaluate certain securities 
based on real-time trading information, to monitor their portfolios and net capital, and to generate 
risk management and other reports that are critical to the oversight of client activities.  In addition, 
certain of the Adviser’s operations interface with or depend on systems operated by third parties, 
including brokers and market counterparties and their sub-custodians and other service providers, 
and the Adviser may not be in a position to verify the risks or reliability of such third-party systems.  
These programs or systems may be subject to certain defects, failures or interruptions, including, 
but not limited to, those caused by computer “worms,” viruses, infiltration by unauthorized 
persons, security breaches and power failures.  Any such defect or failure could have a material 
adverse effect on clients. For example, such failures could cause settlement of trades to fail, lead 
to inaccurate accounting, recording or processing of trades, and cause inaccurate reports, which 
may affect the Adviser’s ability to monitor a client’s investment portfolio and its risks. 

 Reliance on Technology.  Certain of the client’s investment strategies and critical aspects 
of its and the Adviser’s operations will be reliant on technology, including hardware, software and 
telecommunications systems.  Significant parts of the technology used in the management of a 
client will be provided by third parties and are therefore beyond the Adviser’s direct control.  
Forecasting, trade execution, data gathering, risk management, portfolio management, IT 
infrastructure and support, compliance and accounting systems all are designed to depend upon a 
high degree of automation and computerization.  Although the Adviser seeks, on an ongoing basis, 
to ensure adequate backups of software and hardware where possible, and the Adviser will attempt 
to conduct adequate due diligence and monitoring of providers, if such efforts are unsuccessful or 
inadequate, software or hardware errors or failures may result in errors, data loss and/or failures in 
trade execution, risk management, portfolio management, compliance or accounting.  Errors or 
failures may also result in the inaccuracy of data and reporting or the unavailability of data or 
vulnerability of data to the risk of loss or theft.  Errors may occur gradually and once in the code 
may be very hard to detect and can potentially affect results over a long period of time.  If an 
unforeseeable software or hardware malfunction or problem is caused by a defect, virus or other 
outside force, a client may be materially adversely affected. 
 

In particular, the Adviser will rely on cloud (including private and public cloud-based) 
technology for its daily operations, including data storage. Cloud-based technology, like any 
electronic data storage or processing technology, is not fail-safe. It may be subject to certain 
defects, failures or interruptions of service beyond the Adviser’s direct control. It is also possible 
that such technology could be compromised by a third-party, including through the use of 
malicious software or programs, such as viruses, which may expose the Adviser or a client to theft 
(of data or other assets) and/or significant business interruption. In addition, a software provider 
may cease operations or be relatively thinly capitalized and the Adviser’s and a client’s ability to 
be made whole after any loss may be compromised as a result. 

Cybersecurity Risks. Cybersecurity incidents, cyber-attacks and other breaches have been 
occurring globally at a more frequent and severe level and will likely continue to increase in 
frequency and severity in the future. Cybersecurity risks for investment funds have increased 
significantly in recent years because of, among other things: the proliferation of the internet and 
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telecommunications technologies to conduct financial transactions; the increased dependence of 
portfolio companies on internet-connected technologies that are susceptible to disruption from 
cybersecurity threats; the ability and degree to which investment managers collect and maintain 
confidential, proprietary, sensitive, personal and other nonpublic information and data, including 
publicly available data that may be organized in a manner that is not publicly available; and the 
increased sophistication and activities of organized crime, hackers, terrorists, and other external 
parties, including foreign state and state-supported actors. Accordingly, despite the efforts of the 
Adviser and service providers to adopt technologies, processes, practices and various other 
measures intended to mitigate these risks and protect the security of their computer systems, 
software, networks and other technology assets, as well as the confidentiality, integrity and 
availability of information belonging to the Adviser, the clients and the portfolio companies will 
face cybersecurity threats to gain unauthorized access to confidential, proprietary, sensitive, 
personal and other nonpublic information and data and systems, including, without limitation, 
information regarding the clients and the investment activities of the clients, or to render data or 
systems unusable, which could result in significant losses. The use of internet- or cloud-based 
programs, technologies and data storage applications generally heightens these risks.  

If such events materialize, they could lead to losses of confidential, proprietary, sensitive, personal 
and other nonpublic information and data or capabilities essential to a client’s, the Adviser’s and 
a portfolio company’s operations and could have a material adverse effect on their reputations, 
financial positions, results of operations or cash flows, and could lead to financial losses from 
remedial actions, loss of business, regulatory penalties or investigations, legal claims, reputational 
damage or potential liability, or the disclosure of a client’s personal information. Additionally, the 
Adviser, a client or a portfolio company may have to make a significant investment to fix or replace 
any inoperable or compromised systems or to modify or enhance their cybersecurity controls, 
procedures or measures. Similarly, the public perception that the a client, the Adviser and any 
portfolio company has been the target of a cybersecurity threat, whether successful or not, could 
have a material adverse effect on their reputations and could lead to financial losses from loss of 
business, depending on the nature and severity of the threat.  

Cybersecurity attacks are evolving and could be difficult to detect for long periods of time, and 
could include, but are not limited to, computer viruses, malicious or destructive code, phishing 
attacks, ransomware, social engineering, denial of service or information, attempts to gain 
unauthorized access to data, improper access by employees or service providers or other electronic 
security breaches or other similar events, including those perpetrated by criminals or nation state 
actors, that could, among other things, lead to: disruptions in critical systems network access or 
business operations; unauthorized collection, monitoring, use or release of confidential, 
proprietary, sensitive, personal or other non-public or otherwise protected information and data, 
including personal information relating to the clients and investors (and any of their respective 
underlying beneficial owners); or obstruction, deletion, loss, destruction or corruption of 
information or data. Third parties, including activist, criminal, nation-state or terrorist actors, could 
also, among other things, attempt fraudulently to induce a portfolio company or its personnel to 
disclose sensitive information (including passwords) in order to gain access to information, data, 
accounts, funds or other assets, or otherwise to inflict harm. Furthermore, the Adviser and the 
portfolio companies could be vulnerable to actual or perceived usage errors by their respective 
professionals, network failures, computer and telecommunication failures, and power outages 
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caused by catastrophic events such as fires, tornadoes, floods, hurricanes and earthquakes. The 
Adviser’s or a portfolio company’s controls and procedures, business continuity systems, and data 
security systems could prove to be inadequate. These problems could arise in both the Adviser’s 
or a portfolio company’s internally developed systems and the systems of third-party service 
providers, upon which the Adviser or a portfolio company rely, which systems may be inadequate 
to prevent, detect or recover from a cybersecurity attack. If a service provider fails to adopt or 
adhere to adequate cybersecurity procedures, or if despite such procedures its networks or systems 
are breached, information relating to client transactions or personal information of the clients and 
investors (and any of their respective underlying beneficial owners) may be lost or improperly 
accessed, used or disclosed. Given the variety and potential severity of cybersecurity threats, a 
client, the Adviser or any portfolio company and the third-party service providers upon which they 
rely may not have adequate insurance coverage to compensate against all losses. 

 Data Privacy and Security Laws and Regulations. Compliance with current and future laws 
and regulations related to privacy, data protection and cybersecurity, may require a significant 
expenditure of time and money, could significantly impact current and planned privacy, data 
protection and cybersecurity related practices of the clients, the Adviser and/or a portfolio 
company and their affiliates, their respective collection, use, sharing, retention, safeguarding and 
other processing of personal information, and certain of their respective current and planned 
business activities. Any failure or perceived failure to comply with such laws and regulations could 
result in fines, sanctions or other penalties, which could materially and adversely affect their results 
of operations and overall business, as well as cause significant reputational harm. 

 The Adviser and the clients are also subject to data protection laws passed by many states 
and by localities that require enhanced levels of cybersecurity and notification to users and/or 
regulators when there is a security breach with respect to personal data.  Compliance with these 
regulations, including the obligation to timely notify stakeholders in the event of a cybersecurity 
incident, may divert the Adviser’s time and effort and entail substantial expense. Any failure or 
perceived failure by the Adviser or the clients to comply with these laws and regulations could 
result in negative publicity and may subject the clients to significant costs associated with 
litigation, settlements, regulatory action, judgments, liabilities and other penalties, for which the 
clients may not have insurance coverage. 

 Dependence on Certain Third Parties.  The clients are dependent upon their counterparties 
and the businesses that are not controlled by the Adviser that provide services to the clients.  
Examples of service providers include accountants, administrators, bankers, lenders, brokers, 
attorneys, consultants and investment banking firms.  Errors are inherent in the business and 
operations of any business, and although the Adviser will adopt measures to prevent and detect 
errors by, and misconduct of, counterparties and service providers, and transact with counterparties 
and service providers it believes to be reliable, such measures may not be effective in all cases.  
Errors or misconduct could have a material adverse effect on the clients.   
 

Trade Execution Risk.  Clients’ investment and trading strategies depend on the Adviser’s 
ability to establish and maintain an overall market position in a combination of financial 
instruments selected by the Adviser.  Clients’ trading orders may not be executed in a timely and 
efficient manner due to various circumstances, including, without limitation, trading volume 
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surges or systems failures attributable to clients, the Adviser, clients’ counterparties, brokers, 
dealers, agents, or other market participants.  In such event, such clients may only be able to 
acquire or dispose of some, but not all, of the components of such position, and if the overall 
position were to need adjustment, such clients may not be able to make such adjustment.  As a 
result, the clients may not be able to achieve the market position selected by the Adviser, which 
could result in a loss. 

Investors Subject to Regulation.  Certain prospective investors may be subject to U.S. 
federal and state laws, rules and regulations that may regulate their investment in certain clients, 
or their engaging in investment strategies of the type that certain clients may use from time to time 
(e.g., short sales of securities and the use of futures, leverage and limited diversification).  Each 
type of organization may be subject to different laws, rules and regulations, and such prospective 
investors should consult with their own advisors as to the advisability and tax consequences of an 
investment in any of the clients.  Investment in a client by entities subject to the U.S. Employee 
Retirement Income Security Act of 1974, as amended and other tax-exempt entities may require 
special consideration.  Governmental entities, including, but not limited to, pension plans 
maintained by governmental agencies and instrumentalities, may invest in the clients.  Such 
investors may be subject to laws that affect the applicability or enforcement of certain terms 
generally governing the clients.  For example, exculpation, indemnification, confidentiality, choice 
of law, and choice of venue provisions may be applied differently with respect to such investors.  
In addition, investment in clients by certain governmental entities may subject such clients and/or 
the Adviser to increased regulatory burdens and public disclosures about the client, its investors, 
and its activities. 

Litigation and Claims.  The Adviser, the General Partners and certain clients, as 
independent legal entities, may be subject to lawsuits or proceedings by government entities or 
private parties.  Except in certain limited circumstances, expenses or liabilities of clients arising 
from any suit will be borne by such clients. 

Expenses May Be a High Percentage of Assets.  Operating expenses that are necessary for 
clients’ proper operation may be a high percentage of a client’s net asset value and, even if such 
client’s strategies are successful, the client may still not be profitable. For example, it is possible 
that a client’s net asset value could remain unchanged or even decrease even where the client has 
experienced trading gains due to fees and expenses, which could have the effect of increasing the 
client’s expense ratio. Clients may initially have substantially fewer assets with which to trade than 
it may have over time.  

Other Activities.  The Adviser or its affiliates, principals and employees may engage or 
participate in other activities or ventures unrelated to the affairs of any client, whether or not of 
the same nature as those of clients.  The Adviser and its affiliates serve as investment manager to 
investment funds and/or managed accounts, and certain of the Adviser’s principals and employees 
serve as directors or executive officers for and/or provide other services to, certain other entities, 
that are expected to invest in many of the same or similar types of securities and assets as clients, 
and such clients and other entities may therefore compete directly or indirectly for investment 
opportunities.  The Adviser and its affiliates, principals and employees may become aware of 
business opportunities in which clients will not be given an opportunity to participate.  No investor 
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in a client or such client will be entitled to any profits or fees that the Adviser or any of its affiliates, 
principals or employees will derive from any activities or ventures other than those derived from 
such client, whether or not such businesses or ventures are of the same nature as, and/or compete 
with, the client.  The Adviser and its affiliates, principals and employees will not be prohibited 
from buying or selling securities for their own account, including securities that are the same as 
those held by clients; however, the Adviser’s employees are generally prohibited from purchasing 
single-name corporate equity or debt securities.  As a result of their other activities and ventures, 
the Adviser may have conflicts of interest in allocating time, services and functions among clients 
and such other activities and business ventures. 

Turnover.  The turnover rate of clients’ investment portfolio may be significant, potentially 
involving substantial brokerage commissions and fees and other transaction costs. 

Trading Limitations.  For all securities listed on a securities exchange, including options 
listed on a public exchange, the exchange generally has the right to suspend or limit trading under 
certain circumstances.  Such suspensions or limits could render certain strategies difficult to 
complete or continue and subject a client to potential losses. Also, such suspensions or limits could 
render it impossible for the Adviser to liquidate positions and thereby expose clients to potential 
losses.   

Non-Disclosure of Positions.  In an effort to protect the confidentiality of its positions, the 
Adviser generally will not disclose all of a Fund’s positions to its investors on an ongoing basis, 
although such disclosure may be permitted on a select basis to certain investors and certain other 
parties if the Adviser determines that there are sufficient confidentiality agreements and 
procedures in place. Further, each client may not disclose its investment positions in its annual 
financial statements if it determines that confidential treatment is desirable.  In certain situations 
however, disclosure of the clients’ positions, and changes in those positions, may be required under 
federal securities laws, including, for example, where the clients accumulate a significant position 
in a publicly-traded security.  The disclosure of such positions could adversely affect the ability of 
such clients to dispose of such positions or the prices at which the positions may be disposed. 

Effect of Redemptions. A significant level of redemptions from a client, including a Fund, 
may impair the ability of the client to maintain positions in some or all of its investments and may 
adversely affect the ability of the Adviser to follow its investment strategy.  In such instances, the 
client may be required to liquidate securities positions at a time other than of its choosing and at 
disadvantageous valuations or on disadvantageous terms.  The client also may be required to incur 
indebtedness to meet redemption requests, which will increase the operating cost of the client to 
the disadvantage of remaining investors. In addition, because the liquidity terms among clients 
(and/or investors in certain Funds) vary, certain clients (and/or certain investors in certain Funds) 
may be able to redeem sooner and or with greater frequency and volume than other clients (and/or 
other investors in certain Funds), and such redemptions may have a disadvantageous impact on 
non-redeeming clients or investors because such clients or investors often hold the same 
investments as those clients or investors. For example, separately managed account investors often 
have different liquidity rights than investors in the Funds and, even within certain Funds, liquidity 
rights vary from investor to investor (e.g., in exchange for different management fee and incentive 
allocation arrangements, certain investors in certain Funds can generally redeem every quarter, 
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certain can generally redeem once annually and certain can generally redeem every three years, in 
each case by providing at least 90 days’ notice). Finally, as described in Item 6 above, the Adviser 
or its affiliates (or the Board of Directors of certain Funds in consultation with the Adviser) 
generally has the ability to waive notice requirements or permit redemptions under such other 
circumstances and conditions as it deems appropriate or as may be required. Such other 
circumstances and conditions include instances where a client (or an investor in a Fund) is 
maintaining exposure to the general strategy of that Fund but moving, or committing, their 
redeemed amounts to an investment vehicle managed by the Adviser that has more restrictive 
liquidity terms.   

Side Letters.  The Adviser or one of its affiliates has entered into written arrangements 
(collectively, “Side Letters”) with certain investors in certain Funds, and may in the future enter 
into additional Side Letters with certain other investors, that have the effect of altering or 
supplementing the terms of such persons’ investments in such Funds.  Such arrangements include, 
without limitation, arrangements with respect to waivers or reductions of management fee and/or 
incentive allocation, access to information about a Fund’s investments, transfer rights, excuse 
rights applicable to certain investments, additional reporting and/or disclosure rights, waiver or 
modification of confidentiality obligations or obligations to submit documentation to a Fund, rights 
with respect to structuring investments, rights with respect to the activities of the Adviser or its 
affiliates, rights to participate in a co-investment opportunity, other rights or terms necessary in 
light of particular legal, regulatory or public policy characteristics of an investor, and/or rights 
relating to the circumstances under which withdrawals or redemptions may be effected.  Such Side 
Letters may have the effect of establishing rights under, or altering or supplementing the terms of, 
the offering memorandum and governing documents of such Fund. Neither the Adviser nor any of 
its affiliates will be required to notify any or all of the other investors in such Fund of any such 
Side Letters or any of the rights or terms or provisions thereof, nor will the Adviser or its affiliates 
be required to offer such additional or different rights or terms to any or all of the other investors, 
unless otherwise agreed in writing.  The Adviser and its affiliates may enter into such Side Letters 
with any party as they may determine in their sole and absolute discretion at any time, and the 
other investors in the Fund will have no recourse against the Adviser or any of their affiliates in 
the event that certain investors in such Fund receive additional or different rights or terms as a 
result of such Side Letters. 

In-Kind Distributions.  The Funds expect to distribute cash to investors upon a withdrawal 
or redemption by any such investor.  However, there can be no assurance that the Funds will have 
sufficient cash to satisfy withdrawal requests, or that the Funds will be able to liquidate investments 
at the time of such withdrawal requests at favorable prices.  Under the foregoing circumstances, 
and under other circumstances deemed appropriate by the Adviser or its affiliate in its sole and 
absolute discretion, an investor may receive in-kind distributions from the Funds’ portfolio.  The 
risk of loss and delay in liquidating these securities will be borne by the investor with the result 
that such investor may receive less cash than it would have received on the date of withdrawal. 

Performance Fee/Incentive Allocation.  The Adviser or its affiliates will generally receive 
a Performance Fee or an Incentive Allocation based upon the net capital appreciation, if any, of its 
clients.  The receipt of the Performance Fee or Incentive Allocations, as applicable, may create an 
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incentive for the Adviser to make investments that are riskier or more speculative than would be 
the case if such arrangement were not in effect.  

Portfolio Investment Risks 

Issuer Concentration and Diversification Risk.  At any given time, it is possible (and, with 
respect to certain clients set up to co-invest in only a specific subset of industries, opportunities or 
single companies, it should be expected) that the Adviser may select investments that are 
concentrated in a particular market or industry, or in a limited number or type of securities or 
issuers.  This limited diversity could expose clients to losses disproportionate to market 
movements in general if there are disproportionately greater adverse price movements in those 
investments.  As such, the aggregate returns realized by the clients may be substantially affected 
by the unfavorable performance of a small number of such investments and may reduce the clients’ 
ability to hedge exposure and to dispose of depreciating assets.  To the extent a client’s investments 
are concentrated in a particular industry, security, or issuer, the client’s portfolio will then become 
more susceptible to fluctuations in value resulting from adverse economic conditions affecting that 
particular industry, security, or issuer. 

Illiquid Portfolio Securities.  The Adviser’s clients invest in securities of private companies 
and privately issued securities of public companies, securities that lack a readily ascertainable 
market value or otherwise lack sufficient liquidity, and/or securities that should be held until the 
resolution of a special event or circumstance. Clients are not expected to be able to readily dispose 
of such non-publicly traded securities and, in some cases, will be contractually prohibited from 
disposing of such investments for a specified period of time.  Other assets and liabilities for which 
no market prices are available generally will be carried on client books at fair value (which may 
be cost) as reasonably determined by the Adviser in good faith and consistent with the Adviser’s 
valuation policies and procedures.  There is no guarantee that fair value will represent the value 
that will be realized by such clients on the eventual disposition of the investment or that would, in 
fact, be realized upon an immediate disposition of the investment.  The illiquid nature of such 
securities may also contribute to the volatility of the client’s performance. 

Effect of Redemptions.  As noted in more detail above, a significant level of redemptions 
from a client may impair the ability of such client to maintain positions in some or all investments 
and may adversely affect the ability of the Adviser to follow the investment strategy.  In such 
instances, the client may be required to liquidate securities positions at a time other than of their 
choosing and at disadvantageous valuations or on disadvantageous terms.   

No Guarantee of Return or Performance.  The obligations or performance of clients or the 
returns on investments of clients are not guaranteed in any way.  Any losses of a client will be 
borne solely by such client and its investors.  Ownership interests in the clients are not insured by 
the Federal Deposit Insurance Corporation, and are not deposits, obligations of, or endorsed or 
guaranteed in any way, by any banking entity. 

Projections.  The Adviser expects, at times, to rely on its own projections or upon 
projections developed by a portfolio company concerning such portfolio company’s future 
performance and cash flow when making investment decisions for clients.  Projections are 
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inherently subject to uncertainty and factors beyond the control of the Adviser and such portfolio 
company.  The inaccuracy of certain assumptions, the failure to satisfy certain financial 
requirements and the occurrence of other unforeseen events could impair the ability of a company 
to realize projected values and cash flow. 

Investments In Undervalued Securities.   The identification of investment opportunities in 
undervalued securities is a difficult task, and there is no assurance that such opportunities will be 
successfully recognized or acquired.  While investments in undervalued securities offer the 
opportunities for above-average capital appreciation, these investments involve a high degree of 
financial risk and can result in substantial losses.  Returns generated from clients’ investments may 
not adequately compensate for the business and financial risks assumed. 

The Adviser may cause clients to make certain speculative investments in securities which 
the Adviser believes to be undervalued; however, there are no assurances that the securities 
purchased will in fact be undervalued.  In addition, the clients may be required to hold such 
securities for a substantial period of time before realizing their anticipated value.  During this 
period, a portion of the clients’ capital would be committed to the securities purchased, thus 
possibly preventing the Adviser from investing in other opportunities on behalf of such clients.  In 
addition, the clients may finance such purchases with borrowed funds and thus will have to pay 
interest on such funds during such waiting period. 

Interest Rate Risk.  The market value of debt securities generally varies in response to 
changes in interest rates and the financial condition of the issuer of such securities.  During periods 
of declining interest rates, the value of debt generally increases.  Conversely, during periods of 
rising interest rates, the value generally declines.  These changes in market value will be reflected 
in the net asset value of a client.  No assurance can be given that the debt and fixed income 
obligations in which a client invests will continue to earn yields comparable to those earned 
historically, nor can any assurance be given that the issuers of such securities will make payment 
on such obligations as they become due.  The performance of clients may therefore depend in part 
on the ability to anticipate and respond to such fluctuations on market interest rates, and to utilize 
appropriate strategies to maximize returns, while seeking to preserve capital. 

Discontinuation of Libor.  The publication of all LIBOR settings on a representative basis 
has now ceased, although certain United States Dollar (“USD”) and British Pound sterling settings 
will continue to be published for a limited period on the basis of a “synthetic” methodology. The 
current nominated replacement for USD-LIBOR is the Secured Overnight Financing Rate 
(“SOFR”) and the nominated replacement for British pound sterling-LIBOR is the Sterling 
Overnight Interbank Average Rate (“SONIA”).  It is unknown whether SOFR and SONIA will 
maintain market acceptance as replacements for LIBOR and, because each of SOFR and SONIA 
differs from LIBOR, there is no assurance that SOFR or SONIA will perform in the same way as 
LIBOR would have performed at any time. The transition away from LIBOR to one or more 
alternative benchmark rates is complex and could have a material adverse effect on the value of 
the clients and their investments, including as a result of changes in the (i) business, financial 
condition and results of operations of a client and its investments, (ii) pricing and/or availability 
of investments and/or (iii) disputes and other actions regarding the interpretation of current and 
prospective loan documentation, basis risks between investments and hedges, basis risks within 
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investments (e.g., securitizations), costs of modifications to processes and systems, and/or costs of 
administrative services and operations, including monitoring of recommended conventions and 
benchmark rates and the market acceptance thereof, or any component of or adjustment to any of 
the foregoing. 

Event Driven Investing.  Certain investment opportunities are expected to arise due to the 
pendency or occurrence of specific events affecting a company.  Event driven investing requires 
the investor to make predictions about (i) the likelihood that an event will occur and (ii) the impact 
such event will have on the value of a company’s securities.  If the event fails to occur or it does 
not have the effect foreseen, losses can result.  Because of the inherently speculative nature of 
event driven investing, the Adviser’s results with respect to any such investments on behalf of the 
clients may be expected to fluctuate from period to period and will not necessarily be indicative of 
results that may be expected in future periods. 

Debt Securities.  The Adviser expects to cause its clients to invest in U.S. and non-U.S. 
private, public and government debt securities and instruments, including without limitation, 
“higher yielding” (and therefore generally higher risk) debt securities, syndicated bank loans, 
bonds, notes, trade claims and other subordinate debt obligations.  Such securities and instruments 
may be unrated or below “investment grade” and face ongoing uncertainties and exposure to 
adverse business, financial, or economic conditions that could lead to the issuer’s inability to meet 
timely interest and principal payments.  Such securities may not be exchange-traded and trade in 
the over-the-counter market, which is generally less transparent and may have wider bid/ask 
spreads than the exchange-traded marketplace.  Such instruments are dependent on the issuer’s 
capacity to pay interest and repay principal in accordance with the terms of the obligations and 
involve major risk exposure to adverse conditions.  In addition, an economic recession could 
severely disrupt the market for most of these securities and could adversely affect the ability of the 
issuers of such securities to repay principal and pay interest thereon and increase the incidence of 
default for such securities. 

Bank Loans and Participations.  Clients’ investment programs generally include, regularly 
or from time to time, investments in bank loans and participations.  These obligations are subject 
to unique risks, including (a) the possible invalidation of an investment transaction as a fraudulent 
conveyance under relevant creditors’ rights laws, (b) so-called lender-liability claims by the issuer 
of the obligations, (c) environmental liabilities that may arise with respect to collateral securing 
the obligations and (d) limitations on the ability of the clients to enforce directly its rights with 
respect to the obligations.  Successful claims by third parties arising from these and other risks, 
absent certain conduct by the Adviser, its affiliates and certain other individuals, will be borne by 
the clients. 

Some of the bank loans that may be purchased by clients may ultimately have no, or only 
a limited, trading market.  Illiquid bank loans may trade at a discount to comparable, more liquid 
investments.  In addition, because of the provision of confidential information, the unique and 
customized nature of a loan agreement, and the private syndication of a loan, certain bank loans 
may not be purchased or sold as easily as publicly traded securities, particularly as a result of the 
increased degree of complexity in negotiating a secondary market purchase or sale, which 
complexity does not exist, for example, in the high-yield bond market.  Bank loans may encounter 
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trading delays due to their unique and customized nature, and transfers may be prohibited without 
the consent of an agent bank or borrower. 

Restructurings and Nature of Bankruptcy Proceedings.  The Adviser expects to cause 
clients to invest in companies involved in bankruptcy proceedings.  Such companies could require 
substantial workout negotiations or restructuring in the event of a default or bankruptcy.  There 
are a number of significant risks when investing in companies involved in bankruptcy proceedings, 
including the following: First, many events in a bankruptcy are the product of contested matters 
and adversary proceedings that are beyond the control of the creditors.  Second, a bankruptcy filing 
may have adverse and permanent effects on the relevant 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 clients’ 
investment in the company’s securities.  Third, the duration of a bankruptcy proceeding is difficult 
to predict.  A creditor’s return on investment can be affected adversely by delays while the plan of 
reorganization is being negotiated, approved by the creditors and confirmed by the bankruptcy 
court, and until it ultimately becomes effective.  Fourth, certain claims, such as claims for taxes, 
wages and certain trade claims, may have priority by law over the claims of certain creditors.  Fifth, 
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.  Sixth, creditors can lose their 
ranking and priority in a variety of circumstances, including if they exercise “domination and 
control” over a debtor and other creditors can demonstrate that they have been harmed by such 
actions.  Seventh, the clients’ ability to trade debt obligations or equity of the relevant companies 
may be restricted during the pendency of the bankruptcy proceeds pursuant to a “claims trading 
order.”  Eighth, the Adviser may in some cases cause certain clients to seek representation on 
creditors’ committees and, as a member of a creditors’ committee, they may owe certain 
obligations generally to all creditors similarly situated that the committee represents and may be 
subject to various trading or confidentiality restrictions.  In such cases, if the Adviser concludes 
that a client’s membership on a creditors’ committee entails obligations or restrictions that conflict 
with the duties it owes to the client, or that otherwise outweigh the advantages of such membership, 
the client will not seek membership in, or will resign from, that committee.  Because clients will 
indemnify the Adviser, the General Partners or any other person serving on a committee on behalf 
of the clients for claims arising from breaches of those obligations, indemnification payments 
could adversely affect the return on the clients’ investment in a company undergoing a 
reorganization. 

Lender Liability and Equitable Subordination.  A number of judicial decisions in the United 
States have upheld the right of borrowers to pursue lending institutions and others on the basis of 
various evolving legal theories (collectively termed “lender liability”). Generally, lender liability 
is founded upon the premise that a 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 that creates a fiduciary duty owed to the borrower or its other creditors or shareholders. 
The clients, and the Adviser on behalf of the clients, do not intend to engage in conduct that would 
form the basis for a successful cause of action for lender liability, including what is known as the 
“equitable subordination” doctrine; however, because of the nature of certain debt obligations in 
which the clients may invest, a client could be subject to claims from creditors of an obligor that 
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debt obligations of such obligor with respect to a loan extended by the client should be equitably 
subordinated or that the client should otherwise be liable for claims of lender liability. In such a 
case, the value of a client’s investment could be materially adversely affected. 
 

Structural Subordination.  A portfolio company can own some or all of its assets through 
subsidiaries, which can be pledged in favor of the senior lenders to such subsidiaries. Any proceeds 
in case of a foreclosure by the senior lender to, winding up of or liquidation of a subsidiary must 
first be used to cover claims of the senior lenders to such subsidiary. Other creditors also can have 
claims to the assets of such subsidiary, which claims can be senior to, pari passu with or 
subordinate to the claims of the related borrower and/or a client. As a result, a client can fail to 
realize any proceeds from the sale or the liquidation of any such subsidiary’s assets in the case of 
a foreclosure, winding up or liquidation of, or a similar event with respect to, such subsidiary. 
 

Availability of Investment Strategies.  The success of the clients’ investment and trading 
activities depends on the ability of the Adviser and Mr. Mudrick to identify overvalued and 
undervalued investment opportunities that fit the clients’ investment objectives.  Identification and 
exploitation of these opportunities involve a high degree of uncertainty.  No assurance can be given 
that the Adviser or Mr. Mudrick will be able to identify suitable investment opportunities in which 
to deploy all of the clients’ capital.  Various market factors over which the Adviser has no control 
may reduce the pool of profitable investment opportunities for clients. 

Securities Filings and Restrictions; Risks of Owning Significant Positions.  The Adviser 
may, in its sole discretion, elect to cause certain clients to (i) refrain from entering into a transaction 
that the Adviser may otherwise have caused such clients to enter into or (ii) sell a given financial 
instrument that such clients presently hold, if such transaction or the continued ownership of such 
financial instrument would cause the clients, the Adviser or any of their respective affiliates to 
make a governmental, regulatory or other public filing in the U.S. or any non-U.S. jurisdiction.  
Any such election by the Adviser may cause clients to (x) forego an investment opportunity that 
the Adviser had determined may otherwise generate a profit for such clients and/or (y) incur 
additional expenses, including without limitation, brokerage and/or legal fees.  Further, there may 
be instances where the nature or size of a client’s holdings prohibit it from effecting transactions 
in a given security during certain periods of time or subject such transactions to increased 
regulatory and compliance burdens, such as regulatory filings.  In some cases, clients may, directly 
or indirectly, substantially participate in, or attempt to influence the conduct of, the affairs or 
management of issuers of securities acquired by the clients. These activities may give rise to certain 
filings and other obligations and may limit the clients’ ability to trade.  If a client, acting alone or 
as part of a group, acquires beneficial ownership of more than 10% of a certain class of securities 
of a public company or places a director on the board of directors of such a company, under Section 
16 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the client may be 
subject to certain additional reporting requirements (including reporting of all purchases and sales 
of such securities) and may be required to disgorge certain short-swing profits arising from 
purchases and sales of such securities.  To avoid the obligation to disgorge such profits, the clients 
will be required to hold the positions for longer than circumstances may warrant, with the result 
that the clients may be unable dispose of a position at a propitious time.  Profits may be reduced 
and losses may result from such an inability to timely dispose of a position.  Furthermore, in such 
circumstances, the client would be prohibited from entering into a short position in such issuer’s 
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securities and, therefore, limited in its ability to hedge such investments.  Similar restrictions and 
requirements may apply in non-U.S. jurisdictions. 

Additionally, if clients or the Adviser (or one of their affiliates) have a nominee serving on 
a company’s board of directors, they will likely have access to information about the company that 
is both material and non-public.  Until that information is disclosed to the public or is no longer 
material, the clients will be unable to acquire additional securities of the company or dispose of 
any portion of the position.  This situation could make the position illiquid for an indefinite period 
of time and would likely impair the ability of clients to otherwise invest capital or to meet a 
withdrawal request from an investor. 

Hedging Transactions.  On behalf of clients, the Adviser expects, at times, to 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 clients’ investment portfolios 
resulting from fluctuations in the securities markets and changes in interest rates; (ii) protect the 
clients’ unrealized gains in the value of their investment portfolio; (iii) facilitate the sale of any 
such investments; (iv) enhance or preserve returns, spreads or gains on any investment in the 
clients’ portfolio; (v) hedge the interest rate or currency exchange rate on any of the clients’ 
liabilities or assets; (vi) protect against any increase in the price of any securities the Adviser 
anticipates purchasing at a later date; or (vii) for any other reason that the Adviser deems 
appropriate. Notwithstanding the foregoing, the Adviser will not be required to hedge any 
particular risk in connection with a particular transaction or the portfolio generally.  Hedging 
techniques involve risks different than those of underlying investments.   

The ability of clients to hedge successfully will depend on the Adviser’s ability to predict 
pertinent market movements, which cannot be assured, and to continually recalculate, readjust and 
execute hedges in an efficient and timely manner.  However, it may not be possible to hedge fully 
or perfectly against currency fluctuations affecting the value of securities denominated in non-U.S. 
currencies because the value of those securities is likely to fluctuate as a result of independent 
factors not related to currency fluctuations.  For a variety of reasons, the Adviser and its affiliates 
may not seek to establish a perfect correlation between the hedging instruments utilized and the 
portfolio holdings being hedged.  Such an imperfect correlation may prevent clients from 
achieving the intended hedge or expose the clients to risk of loss.  The Adviser may not hedge 
against a particular risk because it does not regard the probability of the risk occurring to be 
sufficiently high or the magnitude of the risk to be sufficiently large as to justify the cost of the 
hedge, or because it does not foresee the occurrence of the risk.  Finally, the daily variation margin 
requirements in swaps and futures contracts that may be entered into by the Adviser on behalf of 
clients for the purposes of hedging would create an ongoing greater potential financial risk than 
would options transactions, where the exposure is limited to the cost of the initial premium and 
transaction costs paid by the clients.   

Legal, Tax and Regulatory Risks.  Legal, tax and regulatory developments that may 
adversely affect clients could occur at any time.  In addition, the securities and futures markets are 
subject to comprehensive statutes, regulations and margin requirements, other regulators and self-
regulatory organizations and exchanges authorized to take extraordinary actions in the event of 
market emergencies.  The regulation of derivatives transactions and funds that engage in such 
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transactions is an evolving area of law and is subject to change by government and judicial actions.  
The regulatory environment for private funds is evolving, and currently there are numerous 
legislative and regulatory proposals in the United States, Europe and other countries that could 
affect clients and their respective trading activities.  Changes in the regulation of private funds and 
their trading activities may adversely affect the ability of clients to pursue their investment 
strategies, their ability to obtain leverage and financing and the value of investments held by the 
clients.  There has been an increase in governmental, as well as self-regulatory, scrutiny of the 
alternative investment industry in general.  Such scrutiny may increase clients’ exposure to 
potential liabilities and to legal, compliance and other related costs.  Increased regulatory oversight 
may also impose additional administrative burdens on the Adviser, including, responding to 
examinations and investigations, implementing new policies and procedures and complying with 
recordkeeping and reporting obligations.  Such burdens may divert the Adviser’s time, attention, 
and resources from portfolio management activities.  The Adviser and its clients may also be 
adversely affected by changes in the enforcement or interpretation of existing laws, rules and 
regulations by federal, state and non-U.S. agencies, courts, authorities or regulators. It is 
impossible to predict what, if any, changes in laws and regulations may occur, but any laws and 
regulations which restrict or limit the ability of clients to trade in securities or the ability of clients 
to employ (or obtain from brokers and other counterparties) credit in its trading could have a 
material adverse impact on clients’ portfolios. 

Clients may also be subject to regulation in jurisdictions in which they engage in business.  
Investors should understand that clients’ businesses are dynamic and are expected to change over 
time.  Therefore, clients may be subject to new or additional regulatory constraints in the future.  
This brochure cannot address or anticipate every possible current or future regulation that may 
affect clients, the Adviser, their affiliates or any of their respective businesses.  Such regulations 
may have a significant impact on the investors in, or the operations of, clients, including, without 
limitation, restricting the types of investments the Adviser may make on behalf of clients, 
preventing the Adviser from exercising the voting rights of clients with regard to certain financial 
instruments and requiring clients to disclose the identity of their investors (or such investors’ 
beneficial owners).  The Adviser may cause a client to be subject to such regulations if it believes 
that an investment or business activity which may trigger such regulation is in the client’s interest, 
even if such regulations may have a detrimental effect on one or more investors.  Investors are 
encouraged to consult their own advisors regarding an investment in a client. 

MiFID II. The Markets in Financial Instruments Directive II, 2014/65/EU and the Markets 
in Financial Instruments Regulation, Regulation 600/2014 (together, “MiFID II”) were published 
in the Official Journal of the European Union on 12 June 2014, and the majority of their provisions 
have applied from January 3, 2018. MiFID II repeals and recasts the Markets in Financial 
Instruments Directive, and introduces a number of new requirements applicable to European Union 
investment firms, trading venues and third-country firms providing investment services or 
activities in the European Union (“EU”). MiFID II does not apply directly to the Adviser or the 
clients but may indirectly impact the Adviser or the clients where a client enters into a trading 
relationship with an EU investment firm and/or trades on EU regulated exchanges or other markets 
primarily regulated by EU regulators. The potential indirect impact of MiFID II on the Adviser 
and the clients depends on a number of factors, and the Adviser and/or the clients may be subject 
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to certain obligations or constraints as a result of MiFID II. Such constraints may have an impact 
on the operations of the clients. 

Employee Misconduct.  The Adviser’s reputation is critical to maintaining and developing 
relationships with existing and prospective investors, as well as with the numerous third parties 
with which the Adviser, its affiliates and clients do business.  In recent years, there have been a 
number of highly publicized cases involving fraud, conflicts of interest or other misconduct by 
individuals in the financial services industry, and there is a risk that an employee of or contractor 
to the Adviser or any of its affiliates could engage in misconduct that adversely affects the 
investment strategies implemented by the Adviser.  It is not always possible to deter such 
misconduct, and the precautions the Adviser takes to detect and prevent such misconduct may not 
be effective in all cases.  Misconduct by an employee of or contractor to the Adviser or its affiliates, 
or even unsubstantiated allegations of such misconduct, could result in both direct financial harm 
to the Adviser and the clients, as well as harm to the reputations of the Adviser and the clients, 
which would have a materially adverse effect on the clients. 

Future Investment Techniques and Instruments.  The Adviser may employ other 
investment techniques and invest in other instruments that the Adviser believes will help achieve 
a client’s investment objectives, whether or not such investment techniques or instruments are 
specifically described herein.  Such investment techniques and investments may entail risks not 
described herein. 

Side Pocket Investments.  For those Funds that allow side pockets, to the extent that an 
investment has been designated a Side Pocket Investment or is otherwise illiquid, the Fund may 
be required to delay payment of a portion of the amount otherwise being withdrawn by a 
withdrawing investor who participates in such Side Pocket Investment or to limit the amount being 
withdrawn. Even if the Fund is able to fully fund the withdrawal, there may be difficulties in 
valuing the withdrawing investor’s interest. 

Anti-Money Laundering.  If a Fund, the Administrator and/or any governmental agency 
believes that any clients have accepted subscriptions by, or are otherwise holding assets of, any 
person or entity that is acting directly or indirectly, in violation of U.S., international or other anti-
money laundering laws, rules, regulations, treaties or other restrictions, or on behalf of any 
suspected terrorist or terrorist organization, suspected drug trafficker, or senior foreign political 
figure(s) suspected in engaging in foreign corruption, the Fund, the Administrator and/or such 
governmental agency may freeze the assets of such person or entity invested in such clients or 
suspend their redemption rights.  The clients may also be required to report and to remit or transfer 
those assets to a governmental agency. 

Private Offering Exemption.  Funds generally intend to offer interests without registration 
under any securities laws in reliance on an exemption for “transactions by an issuer not involving 
any public offering.”  While the Adviser believes reliance upon such exemption is justified, there 
can be no assurance that factors such as the manner in which offers and sales are made, concurrent 
offerings by other companies, the scope of disclosure provided, failures to make notices, filings or 
changes in applicable laws, regulations or interpretations will not cause a Fund to fail to qualify 
for such exemptions under U.S. federal or one or more states’ securities laws.  Failure to so qualify 
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could result in the rescission of sales of interests at prices higher than the current value of those 
interests, potentially materially and adversely affecting such Fund’s performance and business.  
Further, even non-meritorious claims that offers and sales of interests were not made in compliance 
with applicable securities laws could materially and adversely affect the Adviser ability to conduct 
the Funds’ business and thus the return to investors. 

Non-U.S. Investments.  The Adviser expects, regularly or from time to time, to cause 
clients to invest in non-U.S. securities or U.S. securities denominated in non-U.S. currencies and/or 
traded outside of the United States.  Such investments require consideration of certain risks 
typically not associated with investing in U.S. securities or property.  Such risks include, among 
others, trade balances and imbalances and related economic policies, unfavorable currency 
exchange rate fluctuations, imposition of exchange control regulation by the United States or non-
U.S. governments, United States and non-U.S. withholding taxes, limitations on the removal of 
funds or other assets, policies of governments with respect to possible nationalization of their 
industries, political difficulties, including expropriation of assets, confiscatory taxation and 
economic or political instability in foreign nations. 

There may be less publicly available information about certain foreign companies than 
would be the case for comparable companies in the United States and certain foreign companies 
may not be subject to accounting, auditing and financial reporting standards and requirements 
comparable to or as uniform as those of U.S. companies.  Securities markets outside the United 
States, while growing in volume, have for the most part substantially less volume than U.S. 
markets, and many securities traded on these foreign markets are less liquid and their prices more 
volatile than securities of comparable U.S. companies.  In addition, settlement of trades in some 
non-U.S. markets is slower and more susceptible to failure than in U.S. markets.  There also may 
be less extensive regulation of the securities markets in particular countries than in the United 
States.  These risks may be greater for companies in emerging markets. 

Additional costs could be incurred in connection with clients’ international investment 
activities.  Foreign brokerage commissions generally are higher than in the United States.  
Expenses also may be incurred on currency exchanges when the Adviser changes client 
investments from one country to another.  Increased custodian costs as well as administrative 
difficulties (such as the applicability of foreign laws to foreign 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 foreign jurisdictions. 

Foreign Exchange Risk.  A portion of clients’ assets may be invested in equity securities 
denominated in currencies other than the U.S. dollar and in other financial instruments, the price 
of which is determined with reference to currencies other than the U.S. dollar.  Clients, however, 
value their securities and other assets in U.S. dollars.  To the extent unhedged, the value of the 
clients’ assets will fluctuate with U.S. dollar exchange rates as well as with price changes of the 
clients’ investments in the various local markets and currencies.  The Adviser may utilize options 
and other instruments to hedge against currency fluctuations but there can be no assurance that 
such hedging transactions will be effective. 
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Counterparty Risk.  Some of the markets in which the Adviser may effect transactions on 
behalf of its clients are “over-the-counter” (“OTC”) or “interdealer” markets.  The participants in 
such markets are typically not subject to the credit evaluation and regulatory oversight to which 
members of “exchange-based” markets are subject.  To the extent the Adviser invests in over-the-
counter transactions on these markets, the clients may take a credit risk with regard to 
counterparties and may also bear the risk of settlement default.  These risks may differ materially 
from those entailed in exchange-traded transactions, which generally are backed by clearing 
organization guarantees, daily marking-to-market and settlement, and segregation and minimum 
capital requirements applicable to intermediaries.  Transactions entered into directly between two 
counterparties generally do not benefit from such protections.  Such transactions expose clients 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.  In such events, the clients may bear a loss in connection with the relevant 
transaction.  Such “counterparty risk” is accentuated for contracts with longer maturities where 
events may intervene to prevent settlement, or where the clients have concentrated their 
transactions with a single or small group of counterparties.  The Adviser generally is not restricted 
from dealing with any particular counterparty on behalf of a client or from concentrating any or 
all of their transactions with one counterparty.  The ability of the Adviser to cause clients to transact 
business with any one or number of counterparties, the lack of any independent evaluation of such 
counterparties’ financial capabilities and the absence of a regulated market to facilitate settlement 
may increase the potential for losses by such clients. 

General Economic and Market Conditions.  The success of the Adviser’s activities on 
behalf of clients will be affected by general economic and market conditions, such as interest rates, 
availability of credit, inflation rates, economic uncertainty, changes in laws (including laws 
relating to taxation of the clients’ investments), trade barriers, currency exchange controls, 
pandemics and national and international political circumstances (including wars, terrorist acts or 
security operations).  These factors may affect the level and volatility of securities prices and the 
liquidity of the clients’ investments.  Volatility or illiquidity could impair the clients’ profitability 
or result in losses.  The Adviser may maintain substantial trading positions that can be adversely 
affected by the level of volatility in the financial markets; the larger the positions, the greater the 
potential for loss. 

The economies of non-U.S. countries may differ favorably or unfavorably from the U.S. 
economy in such respects as growth of gross domestic product, rate of inflation, currency 
depreciation, asset reinvestment, resource self-sufficiency and balance of payments position.  
Further, certain non-U.S. economies are heavily dependent upon international trade and, 
accordingly, have been and may continue to be adversely affected by trade barriers, exchange 
controls, managed adjustments in relative currency values and other protectionist measures 
imposed or negotiated by the countries with which they trade.  The economies of certain non-U.S. 
countries may be based, predominantly, on only a few industries, may be vulnerable to changes in 
trade conditions or may have higher levels of debt or inflation. 

Inflation. Companies in which the clients invest could be sensitive to general downward 
swings in the global economy, including periods of sustained, elevated inflation such as the 
inflation in the United States, Europe which has risen to levels not experienced in recent decades. 



 
 

  
 

41 
 

While it is not possible to determine whether these inflationary factors are transitory or should be 
expected to continue over a medium or long term, inflation and rapid fluctuations in inflation rates 
have had and could continue to have negative effects on the economies and securities markets 
(both public and private) of certain countries in which the clients may make investments. High 
rates of inflation could have an adverse impact on the clients’ investments and therefore on the 
clients. 

In addition, actions by the U.S. Federal Reserve and other central bankers should be 
expected to have a significant effect on interest rates and on the U.S. and world economies 
generally, which in turn could affect the performance of the clients’ investments.  In addition, there 
is significant concern in macroeconomic terms about the general levels of indebtedness carried by 
certain governments. While bringing with it a range of issues, one of the consequences of an 
extended period of a higher-than-desired level of inflation is often to erode in real terms the value 
of government debt in a manner that reduces the economic cost in real terms of their payment 
obligations on such debt. This element of debt erosion will create an incentive for governments to 
be less robust in seeking to deal with inflation than might otherwise have been the case had the 
government concerned not suffered from a high level of indebtedness. If such inflation occurs it 
would have the negative consequences for the clients’ investments set out above.  

Further financial crises could result in additional governmental intervention in the markets. 
In addition, the consequences of the extensive changes to the regulation of various markets and 
market participants contemplated by the legislation and increased regulation arising out of the 
financial crisis are difficult to predict or measure with certainty. 

Conflict in Ukraine.  There is currently an ongoing military conflict between Russia and 
the Ukraine which has caused disruption to global financial systems, trade and transport, among 
other things. In response, multiple other countries have put in place global sanctions and other 
severe restrictions or prohibitions on the activities of individuals and businesses connected to 
Russia. However, the ultimate impact of the Russia-Ukraine conflict and any other significant 
regional conflicts and the effect of each on global economic and commercial activity and 
conditions, and on the operations, financial condition and performance of the clients and their 
investments or any particular industry, business or investee country, and the duration and severity 
of those effects, is impossible to predict. The Russia-Ukraine conflict and any other significant 
regional conflicts could have a significant adverse impact and result in significant losses to the 
clients and their investments. Developing and further governmental actions (military or otherwise) 
could cause additional disruption and constrain or alter existing financial, legal and regulatory 
frameworks and systems in ways that are adverse to the investment strategy the clients intend to 
pursue, all of which could adversely affect their ability to fulfill their investment objectives. 

Risk of Default on U.S. Debt.  The total public debt of the United States as a percentage of 
gross domestic product has grown rapidly since the beginning of the 2008–2009 financial 
downturn. Although high debt levels do not necessarily indicate or cause economic problems, they 
may create certain systemic risks if sound debt management practices are not implemented. A high 
national debt can raise concerns that the U.S. government will not be able to make principal or 
interest payments when they are due. The increase in U.S. government debt has required the U.S. 
Congress to negotiate adjustments to the statutory debt limit to increase the cap on the amount the 
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U.S. government is permitted to borrow to meet its existing obligations and finance current budget 
deficits. Uncertainty or controversy regarding U.S. Congress’ ability to negotiate adjustments to 
the statutory debt ceiling to increase the cap on the amount the U.S. Government is permitted to 
borrow, and any future downgrades, are likely to increase volatility in domestic and foreign 
financial markets, result in higher interest rates, lower prices of U.S. Treasury securities and 
increase the costs of different kinds of debt. Non-payment of U.S. government debt would likely 
result in substantial negative consequences for the U.S. economy and the global financial system.  

Banking Crisis.   In 2023, the U.S. financial services industry entered into a new period of 
uncertainty following a number of regional bank closures and receiverships. The actual and 
potential consequences of these closures and receiverships include limited liquidity, defaults, non-
performance and other adverse developments amongst these financial institutions, giving rise to 
similar liquidity constraints and adverse developments among their transactional counterparties 
and customers. Concerns generally about these institutions, counterparties and customers — actual 
or perceived — have led and may continue in the future to lead to market-wide liquidity problems.  

Accordingly, a client is subject to the risk that one or more banks, investment banks, 
brokers, hedging counterparties, lenders or other custodians of cash and other assets with whom 
such client or (one or more of its portfolio companies) does business (each, a “Financial 
Institution”) fail to perform their obligations or experience closure, receivership, bankruptcy or 
any other form of financial distress or difficulty, including insolvency (each, a “Distress Event”). 
For example, if any of a client’s lenders were to be placed into receivership or bankruptcy, such 
client could be unable to access existing committed credit lines. In addition, if any of the Fund 
Investors or other parties with whom a Fund conducts business are unable to access funds or credit 
lines with a Financial Institution, such parties’ ability to meet their obligations to the Fund or to 
enter into new arrangements requiring additional capital or payments to the Fund could be 
adversely affected.   

Although deposits with an FDIC-insured bank are insured to applicable limits, which are 
generally $250,000 per depositor and per ownership category, and securities and cash held by 
certain broker-dealers are insured by Securities Investor Protection Corporation (“SIPC”), 
amounts in excess of the relevant insurance limit are subject to risk of loss, and any non-U.S. 
Financial Institutions that are not subject to similar regimes pose increased risk of loss. Although 
in recent years governmental intervention has resulted in additional protections for depositors, 
there can be no assurance that governmental intervention will be attempted, and if it is, there can 
be no assurance that it will be successful or avoid the risk of loss, substantial delays or negative 
impact on banking or brokerage conditions or markets. The economic circumstances described 
above could continue or worsen in the future, and changes in general economic conditions are 
likely to affect a client’s activities, as well as those of its portfolio companies. For example, a 
Distress Event could have a potentially adverse effect on the ability of the Adviser to manage a 
client and its investments, and on the ability of the Adviser, a client and/or its portfolio companies 
to maintain operations, which in each case could result in significant losses and unconsummated 
investment acquisitions and dispositions. 

The Adviser expects to exercise contractual remedies under the agreements with Financial 
Institutions in the event of a Distress Event, however, there can be no assurance that such remedies 
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will be successful, permitted under applicable law or avoid losses or delays. In addition, some 
Financial Institutions require, as a condition to using their services or otherwise, that their 
customers maintain all or a set amount or percentage of their respective accounts or assets with the 
Financial Institution, which heightens the risks associated with a Distress Event with respect to 
such Financial Institutions. Although the Adviser seeks to do business with Financial Institutions 
that it believes are creditworthy and capable of fulfilling their respective obligations to the clients 
and their portfolio companies, the Adviser is under no obligation to use a minimum number of 
Financial Institutions with respect to a client (and/or its portfolio companies), or to maintain 
account balances at or below the relevant insured amounts. 

Climate Change-Related Risks.  The Adviser and its clients and any of their respective 
affiliates could be exposed to potential risks from possible future changes in climate. Portfolio 
companies could be exposed to catastrophic weather events, such as severe storms or floods. If the 
frequency of extreme weather events increases due to climate change, a client’s exposure to these 
events could increase. In addition, the Adviser, the clients and their respective affiliates could be 
adversely impacted by regulatory changes related to climate change and the impacts of such 
changes on the supply chain or stricter energy efficiency standards. The Adviser cannot provide 
any assurance that any existing or future regulatory changes will not materially and adversely 
impact the Adviser, the clients or any portfolio company’s respective operations and businesses in 
the future. 

Futures.   The Adviser may cause clients to trade in futures contracts (and options on 
futures).  Futures positions may be illiquid because certain commodity exchanges limit fluctuations 
in certain futures contract prices during a single day by regulations referred to as “daily price 
fluctuation limits” or “daily limits”.  Under such daily limits, during a single trading day no trades 
may be executed at prices beyond the daily limits.  This could prevent Adviser from promptly 
liquidating unfavorable positions and subject the clients to substantial losses.  In addition, the 
Adviser may not be able to execute futures contract trades at favorable prices if little trading in the 
contracts involved is taking place.  It also is possible that an exchange or the CFTC may suspend 
trading in a particular contract, order immediate liquidation and settlement of a particular contract, 
or order that trading in a particular contract be conducted for liquidation only. 

Leverage and Financing Risk.  The Adviser may cause clients to leverage their capital 
because the Adviser believes that the use of leverage may enable the clients to achieve a higher 
rate of return.  Accordingly, the clients will pledge their securities to the lender in order to borrow 
additional funds for investment purposes.  The Adviser may also leverage client investment returns 
with options, commodity futures contracts, short sales and swaps. The amount of borrowings 
which the clients may have outstanding at any time may be substantial in relation to their capital. 

While leverage presents opportunities for increasing clients’ total return, it has the effect 
of potentially increasing losses as well.  Accordingly, any event which adversely affects the value 
of an investment by clients would be magnified to the extent the clients are leveraged. 

In general, the anticipated use of short-term margin borrowings results in certain additional 
risks to clients.  For example, should the securities pledged to brokers to secure the clients’ margin 
accounts decline in value, the clients could be subject to a “margin call”, pursuant to which the 
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clients must either deposit additional funds or securities with the broker, or suffer mandatory 
liquidation of the pledged securities to compensate for the decline in value.  In the event of a 
sudden drop in the value of the clients’ assets, the clients might not be able to liquidate assets 
quickly enough to satisfy margin requirements. 

The financing used by clients to leverage their portfolios will be extended by securities 
brokers and dealers in the markets in which the clients invest.  While the clients will attempt to 
negotiate the terms of these financing arrangements with such brokers and dealers, their ability to 
do so is limited.  Clients are therefore subject to changes in the value that the broker-dealer ascribes 
to a given security or position, the amount of margin required to support such security or position, 
the borrowing rate to finance such security or position and/or such broker-dealer’s willingness to 
continue to provide any such credit to the clients.  If clients do not currently have an alternative 
credit facility which could be used to finance their portfolios in the absence of financing from 
broker-dealers, they could be forced to liquidate their portfolios on short notice to meet financing 
obligations.  The forced liquidation of all or a portion of clients’ portfolios at distressed prices 
could result in significant losses to the clients. 

Lastly, the closed-end Funds also may enter (and one currently has entered) into a credit 
facility, which may be utilized, for among other purposes, to bridge capital calls and/or closings 
or to defer capital calls. As a result, investors in the closed-end Funds should be aware that while 
they may not be required to make capital contributions to those Funds for extended periods of 
time, they will nonetheless bear Management Fees and be subject to investment risk with respect 
to those Funds’ activities during any such periods. 

Derivative Instruments Generally. The Adviser expects, regularly or from time to time, to 
cause certain clients to invest in certain derivative instruments, or “derivatives,” including, but not 
limited to, options, total return swaps, interest rate swaps, credit default swaps (“CDS”), forwards, 
indices and other derivatives thereon, and in other instruments and contracts that are derived from 
and are valued in relation to one or more underlying securities, commodities, events, financial 
benchmarks, currencies or indices. Derivatives typically allow an investor to hedge or speculate upon 
the price movements of the underlying asset at a fraction of the cost of acquiring, borrowing or 
selling short the underlying asset. The value of a derivative depends largely upon price movements 
in the underlying asset. Therefore, many of the risks applicable to trading the underlying asset are 
also applicable to derivatives trading, including risks relating to interest rates, taxes, changing supply 
and demand relationships, policies of governments and national and international political and 
economic events. However, there are a number of additional risks associated with derivatives 
trading. For example, because many derivatives are “leveraged,” and thus provide significantly more 
market exposure than the money paid or deposited when the transaction is entered into, a relatively 
small adverse market movement can not only result in the loss of the entire investment, but may also 
expose the client to the possibility of a loss exceeding the original amount invested. Derivative 
instruments may not always be liquid, so that in volatile markets, the client may not be able to close 
out a position without incurring a loss. Daily limits on price fluctuations and speculative position 
limits on exchanges on which the client  may conduct its transactions in derivative instruments may 
prevent profitable liquidation of positions, potentially subjecting the client  to greater losses. In 
addition, in swap transactions, because the client  would not have a contractual relationship with the 
issuer of the underlying reference obligation, the client  would generally not have the benefit of 
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voting rights or the collateral supporting the reference obligation and the liquidity of the swap may 
be constrained in certain cases pursuant to contract and the swap counterparty’s ability and 
willingness to novate, close, or otherwise modify the trade. Transactions in certain derivatives are 
subject to mandatory clearing and exchange trading requirements and to regulatory oversight, while 
other derivatives are subject to risks of trading in the OTC markets or on non-U.S. exchanges. More 
derivatives may become subject to these mandatory clearing and exchange trading requirements in 
the future. 

Options.  The Adviser expects, regularly or from time to time, to cause certain clients to 
buy or sell (write) both call options and put options, and when they write options they may do so 
on a “covered” or an “uncovered” basis.  The clients’ options transactions may be part of a hedging 
tactic (i.e., offsetting the risk involved in another securities position) or a form of leverage, in 
which the clients have the right to benefit from price movements in a large number of securities 
with a small commitment of capital.  These activities involve risks that could be substantial, 
depending on the circumstances. 

In general, the principal risks involved in options trading are as described as below, without 
taking into account other positions or transactions a client may enter into. When a client buys an 
option, a decrease (or inadequate increase) in the price of the underlying security in the case of a 
call, or an increase (or inadequate decrease) in the price of the underlying security in the case of a 
put, could result in a total loss of a client’s investment in the option (including commissions). A 
client could mitigate those losses by selling short or buying puts on the securities as to which they 
hold call options or taking a long position in or buying calls on securities underlying put options. 

 
 When a client sells (writes) an option, the risk can be substantially greater than when it 
buys an option. The seller of an uncovered call option bears the risk of a theoretically unlimited 
increase in the market price of the underlying security above the exercise price. The risk is 
theoretically unlimited unless the option is “covered.” If it is covered, a client would forego the 
opportunity for profit on the underlying security should the market price of the security rise above 
the exercise price. If the price of the underlying security were to drop below the exercise price, the 
premium received on the option (after transaction costs) would provide profit that would reduce 
or offset any loss a client might suffer as a result of owning the security. 
 

The seller of an uncovered put option theoretically could lose an amount equal to the entire 
aggregate exercise price of the option less the option proceeds, if the underlying security were to 
become valueless. If the option were covered with a short position in the underlying security, this 
risk could be reduced, but a client would forego the opportunity for profit on the underlying short 
position should the market price of the security fall below the exercise price. If the price of the 
underlying security were to increase above the exercise price, the premium on the option (after 
transaction costs) would provide profit that would reduce or offset any loss a client might suffer 
in closing out a short position. 
 

Swap Agreements.  Generally, the Adviser may cause clients to make use of swap 
agreements, including equity swaps (for certain clients).  A swap is a contract under which two 
parties agree to make periodic payments to each other based on the value of a security, specified 
interest rates, an index or the value of some other instrument, applied to a stated or “notional” 
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amount.  An equity swap is a customized derivative instrument that entitles the counterparty to 
certain payments on the gain or loss on the value of an underlying equity security.  Swaps are 
subject to various types of risk, including market risk, liquidity risk, counterparty credit risk, legal 
risk and operations risk. 

Forward Trading.  The Adviser may cause clients to enter into forward contracts or options 
thereon that are not traded on exchanges and not standardized.  Rather, banks and dealers act as 
principals in these markets, negotiating each transaction on an individual basis.  Such contracts 
may be primarily forward interest rate or currency hedging contracts.  Forward and “cash” trading 
is substantially unregulated; there are no limitations on daily price movements and speculative 
position limits are not applicable.  Banks and other dealers with which clients maintain accounts 
may require the clients to deposit margin with respect to such trading, although margin 
requirements are often minimal or nonexistent.  The clients’ counterparties are not required to 
continue to make markets in such contracts and these markets can experience periods of illiquidity, 
sometimes of significant duration.  There have been periods during which certain counterparties 
have refused to continue to quote prices for forward contracts or have quoted prices with an 
unusually wide spread (the price at which the counterparty is prepared to buy and that at which it 
is prepared to sell).  Arrangements to trade forward contracts may be made with only one or a few 
counterparties, and liquidity problems therefore might be greater than if such arrangements were 
made with numerous counterparties.  Disruptions can occur in forward markets due to unusually 
high trading volume, political intervention or other factors.  The imposition of credit controls by 
governmental authorities might also limit such forward trading to less than the amount that the 
Adviser would otherwise recommend, to the possible detriment of clients.  Market illiquidity or 
disruption could result in significant losses to clients. 

Illiquidity and Credit Risk of Derivative Instruments and OTC Trading.  The Adviser may 
cause clients to enter into transactions (including for purposes of hedging) involving privately 
negotiated OTC derivative instruments, including, among others, interest rate, volatility, foreign 
currency, equity and equity index swaps, total return swaps, OTC options and forward contracts 
on securities, security indices and foreign currencies.  There can be no assurance that a liquid 
secondary market will exist for any particular derivative instrument at any particular time.  
Although OTC derivative instruments are designed to meet particular financing needs and, 
therefore, typically provide more flexibility than exchange-traded products, the risk of illiquidity 
is also greater as these instruments can generally be closed out only by negotiation with the other 
party to the instrument.  OTC derivative instruments, unlike exchange-traded instruments, are not 
guaranteed by an exchange or clearinghouse and thus are generally subject to greater credit risks 
and the possibility of nonperformance by the counterparty. Derivative instruments that may be 
purchased or sold by clients may include instruments not traded on an exchange.  The risk of 
nonperformance by the obligor on such an instrument may be greater than the risk associated with 
an exchange-traded instrument.  Clients may also not be able to dispose of, or enter into a closing 
transaction with respect to, such an instrument as easily as in the case of an exchange traded 
instrument.  In addition, significant disparities may exist between “bid” and “asked” prices for 
derivative instruments that are not traded on an exchange.   

Cryptocurrencies.  An increasing number of retail and institutional investors are investing 
in cryptocurrencies and similar decentralized digital assets (“Cryptocurrencies”) (e.g., bitcoin), 
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including through the use of derivatives and leveraged positions.  Accordingly, the market for 
Cryptocurrencies is becoming increasingly connected to the traditional financial markets, 
including the public equities market in which certain clients invest.  The increased 
interconnectedness of these markets, together with the high volatility and illiquidity of many 
Cryptocurrencies, has led some prominent economists to state publicly that Cryptocurrencies may 
now, or may in the future, be systemically important, to the point where the volatility and illiquidity 
of such Cryptocurrencies may pose a systemic risk to the broader financial system, beyond the 
market for Cryptocurrencies, which may extend to the public equities market in which certain 
clients invest.  Such risks may materialize even if Cryptocurrencies do not reach the point of 
widespread adoption—for example, as a medium of exchange or for some other functional utility.  
As a result, even though the Adviser does not expect the clients to invest directly into 
Cryptocurrencies, clients may be exposed to the performance of Cryptocurrencies, and the clients’ 
performance may be harmed by changes in the Cryptocurrency markets. 

Investments in Convertible Securities.  The Adviser expects, regularly or from time to time, 
cause certain clients to invest a portion of their capital in convertible securities.  Convertible 
securities are bonds, debentures, notes, preferred stock and 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 the 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. 

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 
clients is called for redemption, the clients 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 clients’ ability to achieve their investment objectives. 

Highly Volatile Markets.  The prices of securities or financial instruments in which clients 
may invest can be highly volatile.  Price movements of futures and other derivative contracts in 
which the clients’ assets may be invested are influenced by, among other things, interest rates, 
changing supply and demand relationships, trade, fiscal, monetary and exchanges control 
programs and policies of governments, and national and international political and economic 
events and policies.  Clients also are subject to the risk of the failure of any of the exchanges on 
which their positions trade or of their clearinghouses. 

Short Selling.  The Adviser may engage in short selling on behalf of certain clients, 
depending upon that client’s investment strategy and opportunities. Short selling involves selling 
securities that may or may not be owned by the seller and borrowing the same securities for 
delivery to the purchaser, with an obligation to replace the borrowed securities at a later date.  Short 
selling allows the investor to profit from declines in market prices to the extent such decline 
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exceeds the transaction costs and the costs of borrowing the securities.  The extent to which clients 
engage in short sales will depend upon the clients’ 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 the clients of buying those 
securities to cover the short position.  There can be no assurance that the clients will be able to 
maintain the ability to borrow securities sold short.  In such cases, clients 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. 

Loans of Portfolio Securities.  The Adviser is able to cause certain clients to lend their 
portfolio securities.  In the event of the bankruptcy of the other party to a securities loan, clients 
could experience delays in recovering the loaned securities.  To the extent that the value of the 
securities the Adviser has lent on behalf of a client has increased, such client could experience a 
loss if such securities are not recovered. 

Exposure to Material Non-Public Information.  Each of the Adviser, the clients, their 
affiliates and their respective members, officers, directors, employees or principals may come into 
possession of material nonpublic information.  The possession of such information may limit the 
ability of clients to buy or sell a security or otherwise to participate in an investment opportunity 
or restrict the ability of clients to receive information with respect to certain opportunities.  Further, 
in the current environment, there is an increased risk of insider trading enforcement actions in a 
variety of jurisdictions and by a number of regulators.  Even in the absence of wrongdoing, any 
such enforcement activity, or regulatory investigations in connection with a potential enforcement 
action, could have a material adverse effect on the  Adviser, the clients or their respective affiliates.  
The boundaries of the laws applicable to insider trading and practices relating to insider trading 
enforcement are continuing to evolve, which may impact clients’ trading activities in ways that are 
unexpected. 

Accuracy of Public Information.  The Adviser selects investments for clients, in part, on 
the basis of information and data filed by issuers of securities with various government regulators 
or made directly available to the Adviser by such issuers or through sources other than such issuers.  
Although the Adviser will generally evaluate all such information and data and, when the Adviser 
considers it appropriate and when it is reasonably available, seek independent corroboration, the 
Adviser is not in a position to confirm the completeness, genuineness or accuracy of such 
information and data, and in some cases, complete and accurate information is not available.  
Investments may not perform as expected if information is inaccurate. 

Special Situations.  The Adviser may cause clients to invest in companies involved in (or 
that are the target of) acquisition attempts or tender offers or in companies involved in workouts, 
liquidations, spin-offs, reorganizations, bankruptcies and other similar circumstances.  In any 
investment opportunity involving any such type of special situation, there exists the risk that the 
contemplated transaction will be unsuccessful, take considerable time or result in a distribution of 
cash or a new security, the value of which is less than the purchase price of the original security 
or other financial instrument.  Similarly, if an anticipated transaction or reorganization does not in 
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fact occur, the clients may be required to sell their investment at a loss.  Because there is substantial 
uncertainty concerning the outcome of transactions involving companies in which clients may 
invest, such clients face the possibility of substantial losses. 

Control Person Liability.  In certain circumstances, the Adviser may cause clients (or a 
group of investors to which the clients may be treated as belonging) to hold controlling interests 
in or the ability to significantly influence a portfolio company.  The exercise of control of, or 
significant influence over, such a portfolio company may impose additional risks of liability for 
environmental damage, product defects, failure to supervise management, violation of 
governmental regulations (including securities laws) or other types of liability in which the limited 
liability generally characteristic of business ownership may be ignored.  If these liabilities were to 
arise, the clients might suffer a significant loss. 

Investments in Non-Exchange Traded Equity Securities.  The Adviser may cause clients to 
invest in non-exchange traded equity securities (e.g., private investments in public equity 
(“PIPEs”) or the Jumpstart Our Business Startups Act (“JOBS Act”) offerings of private 
companies).  In any investment opportunity involving non-exchange traded equity securities, there 
exists the risk of less liquidity, less regulation and less available information than in other types of 
transactions.  Because there is greater uncertainty concerning such transactions, the clients face a 
possibility of substantial losses as a result of such risks.  For example, if other investors find such 
investment opportunities less attractive because of reduced disclosure requirements, there may be 
a less active trading market and the securities of such company may be more volatile and less 
liquid. 

ITEM 9 
DISCIPLINARY INFORMATION 

There are no legal or disciplinary events that are material to a client’s or prospective client’s 
evaluation of the Adviser’s advisory business or the integrity of the Adviser’s management.  
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ITEM 10 
OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 

A. Broker-Dealer Registration Status.  

The Adviser and its management persons are not registered as broker-dealers and do not 
have any application pending to register with the SEC as a broker-dealer or registered 
representative of a broker-dealer.  

B. Futures Commission Merchant, Commodity Pool Operator or Commodity Trading Adviser 
Registration Status.  

The Adviser and its management persons are not registered as, and do not have any 
application pending to register as, futures commission merchants, commodity pool operators, 
commodity trading advisors or associated persons of the foregoing entities.  

C. Material Relationships or Arrangements with Industry Participants.  

The Adviser does not, but may in the future, recommend from time to time for clients to 
make investments in the Funds or in any additional funds or products.   

Mudrick GP, LLC, Mudrick Distressed Opportunity Drawdown Fund GP, LLC, Mudrick 
Distressed Opportunity Drawdown Fund II GP, LLC, Mudrick Stressed Credit Fund GP, LLC, 
Mudrick Distressed Opportunity 2020 Dislocation Fund GP, LLC, Mudrick Distressed 
Opportunity SIF GP, LLC and Mudrick Opportunity Co-Investment Fund GP, LLC, the general 
partners of various Funds and affiliates of the Adviser, are each responsible for the business and 
affairs of certain Funds. 

As described above in Item 4.B.1, the Adviser has formed the UK Affiliate for purposes of 
conducting regulated activities in the UK, including investment or research activities, marketing 
activities or performing other functions. Mudrick Capital Management (UK) Ltd is as an 
Appointed Representative of Kroll Securities Ltd. (FCA Number: 466588), which is authorized 
and regulated by the FCA. 

D. Material Conflicts of Interest Relating to Other Investment Advisers.  

The Adviser does not recommend or select other investment advisers for its clients.  
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ITEM 11 
CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS 

AND PERSONAL TRADING 

A. Code of Ethics.  

The Adviser has adopted a code of ethics (“Code of Ethics”), which is designed to (i) foster 
compliance with applicable federal statutes and regulatory requirements, (ii) minimize 
circumstances that may lead to or give the appearance of conflicts of interest with clients, insider 
trading, or unethical business conduct as well as (iii) promote a culture of high ethical standards. 
Among other things, the Code of Ethics governs personal securities trading by the Adviser’s 
personnel. Employees of the Adviser generally may not purchase any single-name corporate equity 
or debt security, though employees are permitted to trade securities such as exchange-traded funds 
(ETFs), open-ended mutual funds, money market instruments, and U.S. Treasury securities.  If any 
employee has any direct or indirect beneficial ownership in any non-excepted security as of the 
date he or she joined the Adviser, any sale of that security thereafter must be cleared, in advance 
and in writing, by the Adviser’s Chief Compliance Officer.  Spouses of Employees are permitted 
to purchase or sell single-name corporate equity or debt securities with preclearance, in advance 
and in writing, by the Adviser’s Chief Compliance Officer.  Employees must also pre-clear 
transactions in various types of limited offerings. In addition, the Code of Ethics requires 
employees to disclose their personal securities holdings and transactions to the Adviser on a 
regular basis.  

The Adviser also maintains insider trading policies and procedures (the “Insider Trading 
Policies”) that are designed to prevent the misuse of material, non-public information.  

The Adviser’s personnel are required to certify their compliance with the Code of Ethics, 
and the Insider Trading Policies, on a regular basis.  

The Adviser’s Insider Trading Policies prohibit the Adviser and its personnel from trading 
for clients or themselves, or recommending trading, in securities of a company while in possession 
of restricted material, non-public information about the relevant issuer in violation of the law 
(“Inside Information”). By reason of its various activities, the Adviser may become privy to Inside 
Information or be restricted from effecting transactions in investments that might otherwise have 
been initiated. The Adviser has designed and implemented policies in order to comply with the 
requirements of the federal securities laws relating to insider trading. Among other things, those 
policies and procedures seek to control and monitor the flow of Inside Information (if any) to and 
within the Adviser, as well as prevent trading on the basis of Inside Information in violation of the 
law.  

Clients and prospective clients may request a copy of the Code of Ethics by contacting the 
Adviser at the address or telephone number listed on the first page of this document.  
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B. Securities in which the Adviser or a Related Person Has a Material Financial Interest.  

1. Cross Trades 

On occasion and to the extent permitted by law and as deemed advisable by the Adviser, 
the Adviser may effect rebalancing or internal “cross” transactions between clients.  In such cases, 
one client will purchase securities or other financial instruments held by one or more of the other 
clients or will sell securities or other financial instruments to one or more of the other clients. The 
Adviser may enter into such cross transactions on behalf of the clients for liquidity, portfolio 
rebalancing or other reasons. Any such transactions will be conducted in accordance with, and 
subject to, the Adviser and/or its affiliates’ fiduciary obligations to each client, as applicable.  The 
terms of any such cross transactions will be commercially reasonable and will be based on the then 
current market price and consistent with valuation procedures established by the Adviser.  Neither 
the Adviser nor any of its affiliates receive special fees or other compensation in connection with 
“cross” transactions.  While these transactions are reviewed for their arm’s length nature, they may 
ultimately be materially more beneficial to one of the parties to such cross trade or transaction than 
to the other. 

These cross transactions generally will be effected using third-party brokers.  Expenses 
incurred in connection with such cross transactions will be allocated equitably in the sole discretion 
of the Adviser between the clients that are parties to the cross transaction.  In connection with such 
cross transactions, the Adviser may seek to negotiate certain discounts (in the form of reduced 
bid/ask spreads, commissions or otherwise) with the third-party brokers executing such trades.  In 
such cases, the benefits from such negotiation will be shared among participating accounts in a 
manner that the Adviser deems equitable to all participating accounts. 

From time to time, the Adviser may sell a portion of an asset representing an outsized 
position out of one client to a purchaser who subsequently establishes a separately managed 
account with the Adviser to manage that asset.  Any such transactions will be done in accordance 
with the Adviser’s fiduciary duties, and will be transacted at the then current market price of the 
asset and consistent with valuation procedures established by the Adviser. 

2. Principal Transactions 

To the extent that cross transactions may be viewed as principal transactions due to the 
ownership interest in a fund by the Adviser and its personnel, the Adviser will either not effect that 
transaction or will comply with the requirements of Section 206(3) of the Advisers Act, including 
that the Adviser will notify the relevant Fund (or an independent representative of that Fund) in 
writing of the transaction and obtain the consent of that Fund (or an independent representative of 
that Fund).  

C. Investing in Securities that the Adviser or a Related Person Recommends to Clients.  

See Item 11(A) for a description of the Adviser’s personal trading policy.  
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D. Conflicts of Interest Created by Contemporaneous Trading.  

1. Allocations of Trades and Investment Opportunities  

It is the policy of the Adviser to allocate investment opportunities fairly and equitably over 
time.  This means that these opportunities will be allocated among those clients for which 
participation in the respective opportunity is considered appropriate, taking into account, among 
other considerations (a) whether the risk-return profile of the proposed investment is consistent 
with the account’s investment objectives, whether these objectives are considered (i) solely in light 
of the specific investment under consideration or (ii) in the context of that account’s overall 
holdings; (b) the potential for the proposed investment to create an imbalance in the account’s 
portfolio; (c) liquidity requirements of the account or anticipated cash flows into the account; (d) 
tax considerations; (e) regulatory restrictions that would or could limit an account’s ability to 
participate in a proposed investment; and (f) the need to re-size risk in the account’s portfolio. 
These considerations may result in allocations among the clients on other than a pari passu basis 
or, with respect to pari passu allocations, on a basis other than pro rata based on assets under 
management of the participating clients.  

2. Order Aggregation and Average Pricing  

The Adviser may, but is not obligated to, bunch orders for the purchase or sale of the same 
securities for the clients, where the Adviser deems this to be appropriate, in the best interests of 
client accounts and consistent with applicable regulatory requirements. When a bunched order is 
filled in its entirety, each participating client account, including a Fund, participates at the average 
price for the bunched order on the same business day, and transaction costs are shared pro rata 
based on each client’s participation in the bunched order. When a bunched order is only partially 
filled, the securities purchased are allocated on a pro rata basis to each client participating in the 
bunched order based upon the initial amount requested for the client, subject to certain exceptions, 
and each participating client participates at the average share price for the bunched order on the 
same business day.  
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ITEM 12 
BROKERAGE PRACTICES 

A. Factors Considered in Selecting or Recommending Broker-Dealers for Client Transactions.  

As noted previously, the Adviser has full discretionary authority to manage the investments 
of the client accounts, including the authority to make decisions with respect to which securities 
are bought and sold (subject to any investment restrictions or objectives applicable to that client 
account), the amount and price of those securities, the brokers or dealers to be used for a particular 
transaction, and commissions or mark-ups or mark-downs paid. 

It is the Adviser’s policy to place trades for execution for the clients with broker-dealers 
on the basis of seeking best execution and in consideration of relevant factors, including, but not 
limited to: price quotes; commission rates and overall cost of execution; the size of the transaction 
and ability to find liquidity; the broker-dealer’s promptness of execution; confidentiality 
considerations; the nature of the market for the financial instrument; the timing of the transaction; 
the difficulty of execution; the broker-dealer’s expertise in the specific financial instrument or 
sector in which the clients seek to trade; the extent to which the broker-dealer makes a market in 
the financial instrument involved or has access to those markets; the broker-dealer’s skill in 
positioning the financial instruments involved; the broker-dealer’s financial stability; the broker-
dealer’s reputation for diligence, fairness and integrity; the quality of service rendered by the 
broker-dealer in other transactions for the Adviser; the quality and usefulness of brokerage and 
research services and investment ideas presented by the broker-dealer or third parties; the broker-
dealer’s willingness to correct errors; the broker-dealer’s ability to accommodate any special 
execution or order handling requirements that may surround the particular transaction; and other 
factors deemed appropriate by the Adviser.  In addition, the Adviser may place brokerage orders 
with certain brokers or dealers that act as placement agent for a client or otherwise refer investors 
to a Fund, but will only do so if such brokers or dealers are deemed qualified to provide best 
execution. 

The Adviser will select and approve broker-dealers to execute client transactions based on 
a totality of circumstances, including any or all of the factors outlined above or other factors.  This 
means that a broker-dealer offering the most favorable commission or spread may not always be 
selected to execute a particular transaction.  The Adviser need not solicit competitive bids and does 
not have an obligation to seek the lowest available commission cost. 

The securities transactions of the Adviser’s clients are expected to generate a substantial 
amount of brokerage commissions, mark-ups and mark-downs, all of which will be obligations of 
the clients and not the Adviser.  In addition to using brokers as “agents” and paying commissions, 
the Adviser may direct a client to buy or sell securities directly from or to dealers acting as principal 
at prices that include mark-ups or mark-downs, and may buy securities from underwriters or 
dealers in public offering that include compensation to the underwriters and dealers. 

1.  Research and Other Soft Dollar Benefits.  
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The Adviser has not in the past, but may in the future cause its clients to pay a broker or 
dealer, which provides eligible brokerage and research services that benefit the Adviser, 
commission rates that are more costly than “execution only” rates; but only if (i) the Adviser 
determines in good faith that the amount is reasonable in relation to the services in terms of the 
particular transaction or in terms of the Adviser’s overall responsibilities with respect to the 
accounts as to which it exercises investment discretion, (ii) payment is made in compliance with 
the provisions of Section 28(e) of the Exchange Act, other applicable state and federal laws and 
each client’s respective governing documents (or investment management agreement) and (iii) in 
the opinion of the Adviser, the total commissions paid by each client will be reasonable in relation 
to the benefits to that client over the long term.  The performance allocation and the management 
fee will not be reduced as a result of the receipt by the Adviser of such research services, if 
applicable.  The brokerage and research services provided may not be used solely for the clients 
and accounts which generated the brokerage commissions, but may be used to service all of the 
Adviser’s clients. The Adviser is not required to allocate the benefits provided with a particular 
soft dollar expenditure to a particular client and may not do so.  Although the Adviser seeks best 
execution of all transactions, obtaining research and services by means of soft dollars represents a 
conflict of interest since it enables the Adviser to receive research and services that it might 
otherwise have had to purchase or produce with its own assets.  Nonetheless, the Adviser believes 
that such investment information would provide each client with benefits by supplementing the 
research otherwise available to such client. 

Generally, research services provided by brokers may include written information and 
analyses concerning specific securities, companies, industries or sectors; news, quotation, statistics 
and pricing services; discussions with research personnel; invitations to attend conferences or 
meetings or discussions with research analysts, management teams or industry consultants; reports 
on particular industries and companies; macroeconomic or industry periodical subscriptions; 
analysis on accounting and tax interpretations, political developments and legal developments 
affecting portfolio securities; market reports; pricing and appraisal services; credit, risk 
measurement and performance analysis; and analysis of corporate responsibility issues. Research 
services may be received in the form of written reports, telephone contacts, and meetings with 
security analysts. In addition, these research services may be provided in the form of access to 
various computer-generated data and computer software. In some cases, research services are 
generated by third parties. In these circumstances, research prepared by a third party other than the 
broker who executed the transaction must be “provided by” a broker-dealer that is involved in 
“effecting” the trade for an account managed by the Adviser.  For purposes of the Section 28(e) 
safe harbor, a broker-dealer is involved in “effecting” a trade where (i) it executes, clears or settles 
the trade, or (ii) performs at least one of the following four functions: (a) assumes financial 
responsibility for all customer trades until the clearing broker-dealer has received payment (or 
securities) (i.e., is at risk for the customer’s failure to pay); (b) makes and/or maintains records 
relating to customer trades required by the SEC and self-regulatory organizations; (c) monitors 
and responds to customer comments concerning the trading process; or (d) generally monitors 
trades and settlements.  For purposes of the Section 28(e) safe harbor, a broker-dealer “provides” 
research where it either: (i) is legally obligated to pay for the research or (ii) where a broker-dealer 
is not legally obligated to pay for the research, it (a) pays the research preparer directly, (b) reviews 
the description of the product or service for red flags that indicate the services are not within the 
safe harbor and agrees with the Adviser to use commissions only to pay for those items that 
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reasonably fall within the safe harbor; and (c) implements procedures to ensure that research 
payments are documented and paid for promptly. 

If less than 100% of a product or service is used for assistance in the Adviser’s decision-
making process, the Adviser will consider the product as a “mixed-use” product.  With mixed-use 
products, the Adviser will make a good faith allocation between the research and non-research 
benefits and will use commissions to pay for only that portion of the product used by the Adviser 
to formulate investment decisions and will use its own funds to pay for the portion of the product 
that is used for non-research purposes. With respect to “mixed-use” products, in making good faith 
allocations of costs between research and non-research benefits, a conflict of interest may exist by 
reason of the Adviser’s allocation of the costs of these benefits and services between those that 
primarily benefit the Adviser and those that primarily benefit its clients. The Adviser may share 
research with its affiliates, including the General Partners. The Adviser may have an incentive to 
select or recommend a broker-dealer based on the Adviser’s interest in receiving the research or 
other products or services, rather than on clients’ interest in receiving most favorable execution. 

2. Brokerage for Client Referrals.  

The Adviser does not consider, in selecting or recommending broker-dealers, whether the 
Adviser or a related person receives client referrals from a broker-dealer or third party.  However, 
as discussed above, subject to best execution, the Adviser may consider, among other things, 
capital introduction and marketing assistance with respect to investors in the Funds in selecting or 
recommending broker-dealers for the Funds. 

3. Directed Brokerage.  

The Adviser does not recommend, request or require that a client direct the Adviser to 
execute transactions through a specified broker-dealer.  

In accordance with SEC guidance relating to Section 28(e), where a broker-dealer involved 
in “effecting” trades performs only one of the four minimum related functions specified by the 
SEC, it must take steps to see that the other functions have been reasonably allocated to another 
broker-dealer in the arrangement in a manner consistent with its obligations under SEC or SRO 
rules.  

B. Order Aggregation.  

Please see Item 11(D) for a description of the Adviser’s order aggregation procedures.  
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ITEM 13 
REVIEW OF ACCOUNTS 

A. Frequency and Nature of Review of Client Accounts or Financial Plans.  

The Adviser performs various daily, weekly, monthly, quarterly and other periodic reviews 
of each client’s portfolio. These reviews are conducted by the Adviser’s Chief Investment Officer 
and certain other members of the investment and trading teams. The Chief Investment Officer, 
with the aid of the Adviser’s Investment Committee, monitors client accounts and focuses on, 
among other things, market exposure, market risks and position concentration by company, 
industry and countries.   

B. Factors Prompting Review of Client Accounts on Other than a Periodic Basis. 

Client accounts are reviewed on a periodic basis, but a review of client accounts on other 
than a periodic basis may be triggered by any unusual activity or special circumstances. No 
formalized stop loss mechanism is used but if a position moves significantly against the portfolio 
it is re-evaluated. If the thesis has changed such position may be trimmed or exited completely.  

 

C. Content and Frequency of Account Reports to Clients.  

The Adviser generally provides annual written reports containing audited financial 
statements within 120 days following the end of the Funds’ fiscal year to each such client. In 
addition, the Adviser provides investors in each such Fund with estimates of the Fund’s 
performance and written capital account statements on a monthly or quarterly basis, and other 
information as the Adviser may, from time to time, deem advisable and desirable.  The Adviser 
provides various account reports to the separately managed accounts on a periodic basis as 
applicable based on the investment management agreement with each such account. 
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ITEM 14 
CLIENT REFERRALS AND OTHER COMPENSATION 

A. Economic Benefits for Providing Services to Clients.  

Other than as set forth under Item 5(a) “Other Compensation,” the Adviser does not receive 
economic benefits from non-clients for providing investment advice and other advisory services 
to the Adviser’s clients.  

B. Compensation to Non-Supervised Persons for Client Referrals.  

Neither the Adviser nor any related person directly or indirectly compensates any person 
who is not a supervised person, including placement agents, for client referrals. The Adviser has 
retained non-exclusive placement agents to introduce potential investors to the Funds. The agents 
receive a portion of the management fees otherwise paid to the Adviser in connection with 
investors introduced to the Funds by such agent.       
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ITEM 15 
CUSTODY 

The Adviser is deemed to have custody of certain client funds and securities because it has 
the authority to obtain possession of client funds or securities, for example, by deducting advisory 
fees from a client’s account or otherwise withdrawing funds from a client’s account. Where the 
Adviser is deemed to have custody, account statements related to the clients are sent by qualified 
custodians to the Adviser.  The Adviser does not have custody with respect to the separately 
managed accounts.    

The Adviser is subject to Rule 206(4)-2 under the Advisers Act (the “Custody Rule”). 
However, it is not required to comply (or is deemed to have complied) with some requirements of 
the Custody Rule with respect to each Fund because it complies with the provisions of the so-
called “Pooled Vehicle Annual Audit Exception”, which, among other things, requires that each 
Fund be subject to audit at least annually by an independent public accountant that is registered 
with, and subject to regular inspection by, the Public Company Accounting Oversight Board, and 
requires that each Fund distribute its audited financial statements to all investors within 120 days 
of the end of its fiscal year.  
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ITEM 16 
INVESTMENT DISCRETION 

The Adviser entered into an investment management agreement, or similar agreement, with 
each Fund or separately managed account, pursuant to which the Adviser was granted 
discretionary trading authority.  

The Adviser’s investment decisions and advice with respect to each Fund and the 
separately managed accounts are subject to each client’s investment objectives and guidelines, 
with respect to each Fund, as set forth in their respective offering documents, and with respect to 
each separately managed account, as set forth in their respective investment management 
agreement. 
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ITEM 17 
VOTING CLIENT SECURITIES 

In accordance with SEC requirements, the Adviser has adopted Proxy Voting Policies and 
Procedures (the “Policies”) to address how the Adviser shall vote proxies for the Funds’ or 
separately managed accounts’ portfolio investments. The Policies seek to ensure that the Adviser 
votes proxies (or similar instruments) in the best interest of the clients, including when there may 
be conflicts of interest in voting proxies. The Adviser does not anticipate any conflicts of interest 
between the Adviser and the clients in terms of proxy voting. If the Adviser, however, encounters 
an identifiable conflict of interest with respect to a particular vote, within a sufficient time period 
before a vote, the Adviser will not put its own interests ahead of those of any client and will resolve 
any possible conflicts between its interests and those of the client in favor of the client.  In the 
event that a potential conflict of interest arises, the Adviser will determine on a case-by-case basis 
how to vote the proxy consistent with the best interests of the clients and in a manner consistent 
with the Policies. If a conflict of interest is considered material (i.e., if it is determined that the 
conflict has the potential to influence the Adviser’s decision in voting the proxy), the Adviser will 
generally refrain from exercising its discretion to vote the proxy and instead refer the vote to an 
independent party for consideration.  If it is determined that such conflict or potential conflict is 
not material, the Adviser may vote the proxy. Clients may obtain a copy of the Policies and/or 
information regarding how the Adviser voted proxies for particular portfolio companies by 
contacting the Adviser.  

  



 
 

  
 

62 
 

ITEM 18 
FINANCIAL INFORMATION 

The Adviser is not required to include a balance sheet for its most recent fiscal year, is not 
aware of any financial condition reasonably likely to impair its ability to meet contractual 
commitments to clients, and has not been the subject of a bankruptcy petition at any time during 
the past ten years.  
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ITEM 19 
REQUIREMENTS FOR STATE-REGISTERED ADVISERS 

Not applicable.  
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