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STORY3 Capital Partners, LLC
March 25, 2024

15020 Altata Drive
Pacific Palisades, CA 90272
www.story3capital.com

This brochure provides information about the qualifications and business practices of STORY3
Capital Partners, LLC (together with its relying advisers, the “Company” or “STORY3"). If you have
any questions about the contents of this brochure, please contact us at (310) 425-3000. The
information in this brochure has not been approved or verified by the United States Securities and
Exchange Commission (“SEC”) or by any state securities authority.

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

STORY3 Capital Partners, LLC is a registered investment advisor with the SEC. Registration does
not imply or guarantee a certain level of skill or training.


http://www.story3capital.com/
http://www.story3capital.com/
http://www.adviserinfo.sec.gov/
http://www.adviserinfo.sec.gov/

Form ADV Part 2 — Firm Brochure
Item 2 — Material Changes

This Brochure dated March 21, 2024 amends our Brochure that was filed on June 5, 2023.

Since June 5, 2023, there have been no material changes to the Brochure.

We will ensure that you receive a summary of any material changes to this and subsequent
Brochures within 120 days of the close of our business’s fiscal year. Furthermore, we will provide
you with other interim disclosures about material changes as necessary.

The foregoing is only a summary of the material changes to the Brochure. It does not purport to
identify every change to the Brochure since the last annual update (e.g., format changes). This
summary of material changes is qualified in its entirety by reference to the full discussion in this
Brochure. Clients are encouraged to read the Brochure in detail and contact their account
representative with any questions.

Further, any information set forth herein regarding pooled investment vehicles managed by the
Company is qualified in its entirety by reference to applicable offering and governing documents.
In the event of a conflict between the information set forth in this Brochure and the information in
the applicable governing and/or offering documents, the governing and/or offering documents
shall control.
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Item 4 — Advisory Business

STORY3 Capital Partners, LLC (together with its relying advisers, the “Company” or “STORY3”)
is a limited liability company and is headquartered in Los Angeles, California. STORY3 is
principally owned by Rising Sons Capital, LLC. Peter Comisar, Chief Executive Officer of STORY 3,
is the principal owner of Rising Sons Capital, LLC. The Company has been doing business under
its current ownership since 2018.

Based in Los Angeles, STORY3 is comprised of a long-established investment team. The team is
led by Peter Comisar, a 30-year veteran dealmaker who previously served as a Partner Managing
Director at Goldman, Sachs, & Co. (“Goldman Sachs”), where he was a member of the leadership
team of the firm’s Consumer & Retail investment banking efforts, and as Vice Chairman at
Guggenheim Partners, LLC (“Guggenheim Partners”). The core investment team has a long
history of collaboration while at either or both of Goldman Sachs and Guggenheim Partners. The
core investment team is comprised of Mr. Comisar, Samir Shah, and Ryan Nehoray (collectively,
the “Principals”). Mr. Comisar and Mr. Shah have a 15+ year history of collaboration primarily while
at Goldman Sachs and Guggenheim Partners, and Mr. Comisar and Mr. Nehoray have worked
closely together since 2015. The STORY3 investment team is complemented by an experienced
and integrated team of Senior Advisor operating partners (“Senior Advisors”).

STORY3 provides investment advisory services on a discretionary basis to clients, which are
pooled investment vehicles, consisting of both private funds and special purpose vehicles
(“SPVs”). STORY3, manages assets on behalf of various types of commingled investment vehicles
(collectively, the “Funds”).

The Funds seek to invest in businesses which the Company believes are valued at meaningful
discounts to intrinsic value, or in situations where the entry valuation significantly understates the
Company’s expectations for a company’s future growth prospects. As such, the Funds are
agnostic to the type of security within the capital structure but rather focus on entering new
investments at desirable attachment points with the potential for attractive risk-adjusted returns
across market cycles.

As of December 31, 2023, STORY3 managed approximately $991,597,806 of Fund assets, of which
$883,686,038 were on a discretionary basis, and $107, 911,768 were on a non-discretionary basis.

Item 5 — Fees and Compensation

Generally, STORY3, or its affiliate, as designated in the applicable Fund offering documents,
receives a quarterly management fee in advance equal to 2% of the aggregate Fund commitments
(the “Management Fee”). For certain Funds, a different rate will apply. As a result, please refer to
each Fund’s offering materials (“Offering Documents”) to understand the manner in which the
Management Fee is structured for each Fund. Additionally, in certain instances, the Management
Fee will be negotiable and will be waived or reduced at the discretion of STORY3.

For certain Funds, STORY3 or its affiliate, as designated in the applicable Offering Documents,
will also receive compensation in the form of carried interest. Carried interest is only payable to
STORY3 if the Funds meet certain performance objectives. The specific terms and structure of the
carried interest are described in the applicable Offering Documents. In certain instances, as
described in the applicable Offering Documents, certain investors in the Funds will be exempted
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from all or some portion of the carried interest. Additionally, in certain instances, the carried interest
will be negotiable and will be waived or reduced at the discretion of STORY3.

In addition to the fees described above, the Funds generally bear all costs and expenses incurred
in connection with their investments, including brokerage commissions, transaction fees, custodial
fees, and other related costs and expenses pursuant to the terms of the applicable Offering
Documents. Additionally, the Funds bear certain organizational and operational expenses.
Organizational expenses are subject to a cap in certain instances and will include out-of-pocket
and internal expenses of the Company or its affiliates and its agents incurred in the formation of
the Funds.

Operating expenses generally include, but are not limited to: (i) the investigation of investment
opportunities (whether or not consummated), (ii) the acquisition, ownership, financing,
management or disposition of investments, (iii) travel, (iv) administrative and other expenses
related to the operation of each Fund, (v) fees paid to contractors, consultants, legal counsel, and
other service providers, (vi) interest expenses, brokerage commissions and other investment costs
incurred by or on behalf of each Fund, (vii) all other customary expenses and (viii) expenses
associated with the preparation and distribution of reports to Fund investors. Additionally, the
Funds will bear offering expenses. Further details on the additional expenses a Fund will bear are
outlined in the respective Offering Documents.

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

STORY3 (or an affiliate) will receive performance-based fees (e.g., carried interest or incentive
fees) in connection with the management of the Funds. The specific payment terms and other
conditions of the performance-based fees available to STORY3 (or an affiliate) are set forth in the
applicable Offering Documents, side letters and/or fee agreements. The receipt of performance-
based fees from the Funds creates an incentive for the Company to make riskier or more
speculative investments on behalf of the Funds than they would otherwise make in the absence
of such performance-based fees. Performance-based fees also incentivize the Company to
overvalue assets in order to increase the amount of its performance-based fees.

Similarly, STORY3 will charge Management Fees to the Funds that vary. Different Management
Fees incentivize the Company to dedicate increased resources and allocate more profitable
investment opportunities or best investment ideas to the Funds that are charged Management
Fees (or performance-based fee arrangements) that are more profitable for the Company. Further,
STORY3 or its personnel or affiliates will have other pecuniary interests in the Funds managed by
the Company.

Item 7 — Types of Clients

STORY3 provides investment management services to clients (the Funds). Investors in the Funds
(“Investors”) generally include various types of institutional investors, high net worth individual
investors, and other similarly situated investors.
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For the Funds, the minimum investment amount varies and is outlined in the applicable Offering
Documents. The minimum investment amount for the Funds is typically $5 million; however, the
minimum investment amount may be reduced at the discretion of STORY3. In most cases,
STORY3 has the authority to change or waive any minimum investment requirements in
accordance with the applicable Offering Documents.

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

The Company’s primary objective is to generate attractive risk-adjusted returns by making control
and minority investments in businesses throughout the consumer and retail value chain. The
Company follows a disciplined process to source, diligence, structure, monitor, and exit its
investments.

The Company utilizes the relationships of its Principals and their trusted reputations to generate a
pipeline of differentiated, proprietary deal flow. The Company seeks to spend most of its time
focused on deals sourced outside of auction processes. In addition to their internal resources, the
Company’s Senior Advisors and other advisors source compelling investment opportunities.

Due diligence is a methodical and detailed process at STORY3, and generally includes, but is not
limited to, (i) an analysis of the competitive industry landscape and macro themes, (ii) an
assessment of the management team and ownership structure, (iii) financial, accounting and tax
review, (iv) legal and insurance due diligence, (v) detailed financial analyses, which includes an
assessment of the quality and capacity for cash flow generation and sustainability, and (vi) a
transaction structuring assessment, including consideration of how to mitigate downside risk while
maintaining attractive upside participation. During due diligence, the investment team maps out
the business plan going forward and evaluates its feasibility, risks to execution, and how the
Company can exploit its operational value-add, network of operating partners and Senior Advisors,
and other factors, to create a competitive advantage in driving a positive outcome for the
investment. In addition, throughout the diligence process, the deal teams routinely refine the
investment thesis and risks based on incremental information, which in turn informs the financial
analyses, including potential outcomes under various scenarios. Prior to entering into any definitive
agreement, transactions are thoroughly reviewed and presented to the Fund’s investment
committee, in addition to multiple iterative discussions by the Principals.

The STORY3 team utilizes a flexible and creative approach to structuring investments in order to
optimize the needs of the target company and the return profile for the Funds. The ability to
structure investments across the capital structure, from equity to debt, provides a broader range
of investment opportunities for the Funds. Other structuring mechanisms, rights, and protections
are used to provide an asymmetrical return profile for target investments.

For certain investments, STORY3 seeks to employ an operational approach to add value to its
portfolio companies, led by the efforts of its Senior Advisors and investment team (together, the
“Investment Team”). This approach is focused on developing a robust roadmap and executing on
company-specific value-enhancing operational initiatives through a hands-on approach in
partnership with management. This approach begins during due diligence, during which the
Investment Team identifies specific operational initiatives and opportunities for each investment.
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Prior to closing the investment transaction, the Investment Team generally works closely with
target company management teams to create operating plans, which are reviewed during the
implementation and on-going execution of these plans. The Investment Team will generally
employ an active and hands-on approach to implementing and monitoring the progress of each
initiative, enhanced by leveraging its robust network of relationships across the consumer industry.

As the Company executes the tactical initiatives identified in its investment thesis for each portfolio
company, it continually refines its views on monetization strategies. Importantly, the Company’s
Principals believe STORY3 is well-positioned to strategically position portfolio companies with
potential buyers given the Principals’ extensive history of calling on potential buyers as trusted
advisors. In addition, the Principals have extensive experience executing public offerings and
recapitalizations.

Risk Factors

In considering participation in the Funds, a prospective Investor should be aware of certain risk
factors, which include the following:

Business Risks. Each Fund’s investment portfolio is expected to consist primarily of securities or
other interests issued by privately held companies, and operating results in a specified period will
be difficult to predict. Such investments involve a high degree of business and financial risk that
can result in substantial losses.

Future and Past Performance. STORY3’s prior experience is not necessarily indicative of a Fund’s
future results. While the Company intends for the Funds to make investments that have estimated
returns commensurate with the risks undertaken, there can be no assurances that any targeted
internal rate of return will be achieved. On any given investment, loss of principal is possible.

Investment in Junior Securities. The securities in which the Funds will invest may be among the
most junior in a portfolio company’s capital structure and, thus, subject to the greatest risk of loss.
Generally, there will be no collateral to protect a Fund’s investment once made.

Concentration of Investments. The Funds will participate in a limited number of investments and
will seek to make several investments in one industry or one industry segment or within a short
period of time. As a result, a Fund’s investment portfolio could become highly concentrated, and
the performance of a few holdings or of a particular industry may substantially affect the Fund’s
aggregate return. Furthermore, to the extent that the capital raised is less than the targeted
amount, a Fund may invest in fewer portfolio companies and thus be less diversified.

Lack of Sufficient Investment Opportunities. The business of identifying, structuring and
completing private equity and debt transactions is highly competitive and involves a high degree
of uncertainty. It is possible that a Fund will never be fully invested if enough sufficiently attractive
investments are not identified. However, Investors will be required to bear Management Fees
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through a Fund during the investment period based on the entire amount of the Investors’
commitments and other expenses as set forth in the applicable Fund’s Offering Documents.

Dynamic Investment Strategy. While the Company generally intends to seek attractive returns for
the Funds primarily through making private equity and debt investments as described in the
Offering Documents, the Company reserves the right to pursue additional investment strategies
and may modify or depart from its initial investment strategy, investment process, and investment
techniques as it determines appropriate. The Company may pursue investments outside of the
industries and sectors in which the Principals have previously made investments or have internal
operational experience.

Growth Equity Transactions. Each Fund’s strategy may include targeting growth-equity
investments. While growth-equity investments offer the opportunity for significant capital gains,
such investments may involve a higher degree of business and financial risk that can result in
substantial or total loss. Growth-equity portfolio companies may operate at a loss or with
substantial variations in operating results from period to period, and many will need substantial
additional capital to support additional research and development activities or expansion, to
achieve or maintain a competitive position, and/or to expand or develop management resources.
Growth-equity portfolio companies may face intense competition, including from companies with
greater financial resources, better brand recognition, more extensive development, marketing, and
service capabilities, and a larger number of qualified managerial and technical personnel.

Impact of Government Regulation, Reimbursement and Reform. Certain industry segments in
which the Funds intend to invest are (or may become) (i) highly regulated at both the federal and
state levels in the United States and internationally and (ii) subject to frequent regulatory change.
Certain segments may be highly dependent upon various government (or private) reimbursement
programs. While the Funds intend to invest in companies that seek to comply with applicable laws
and regulations, the laws and regulations relating to certain industries are complex, may be
ambiguous or may lack clear judicial or regulatory interpretive guidance. An adverse review or
determination by any applicable judicial or regulatory authority of any such law or regulation, or an
adverse change in applicable regulatory requirements or reimbursement programs, could have a
material adverse effect on the operations and/or financial performance of the companies in which
the Funds invest.

Hiquidity; Lack of Current Distributions. An investment in the Funds should be viewed as an illiquid
investment. It is uncertain as to when profits, if any, will be realized. Losses on unsuccessful
investments may be realized before gains on successful investments are realized. The return of
capital and the realization of gains, if any, generally will occur only upon the partial or complete
disposition of an investment. While an investment may be sold at any time, it is generally expected
that this will not occur for a number of years after the initial investment. Before such time, there
may be no current return on the investment. Furthermore, the expenses of operating the Funds
(including the Management Fee payable to the Company) may exceed its income, thereby
requiring that the difference be paid from the Funds’ capital, including unfunded commitments.

Leveraged Investments; Borrowing. The Funds may make use of leverage by incurring or having
a portfolio company incur debt to finance a portion of its investment in a given portfolio company,
including in respect of companies not rated by credit agencies. Leverage generally magnifies both
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a Fund’'s opportunities for gain and its risk of loss from a particular investment, and the
magnification of the risk of loss may be substantial. The cost and availability of leverage is highly
dependent on the state of the broader credit markets, which are difficult to accurately forecast and
may be impacted by regulatory restrictions and guidelines, and at times it may be difficult to obtain
or maintain the desired degree of leverage. The use of leverage also imposes restrictive financial
and operating covenants on a company, in addition to the burden of debt service, and may impair
its ability to operate its business as desired and/or finance future operations and capital needs.
The leveraged capital structure of portfolio companies will increase the exposure of a Fund’s
investments to any deterioration in a company’s condition or industry, competitive pressures, an
adverse economic environment or rising interest rates, and could accelerate and magnify declines
in the value of a Fund’s investments in the leveraged portfolio companies in a down market. In the
event any portfolio company cannot generate adequate cash flow to meet its debt service, a Fund
may suffer a partial or total loss of capital invested in the portfolio company, which could adversely
affect the returns of a Fund. Additionally, lenders would typically have a claim that has priority over
any claim by a Fund to the assets of such portfolio company in an insolvency event or proceeding.
Should the credit markets be limited or costly at the time a Fund determines that it is desirable to
sell all or a part of a portfolio company, the Fund may not achieve an exit multiple or enterprise
valuation consistent with its forecasts. If a portfolio company is unable to obtain favorable financing
terms for its investments, refinance its indebtedness or maintain a desired or optimal amount of
financial leverage, a Fund may hold a larger than expected equity investment in such portfolio
company and may realize lower than expected returns from the portfolio company that would
adversely affect a Fund’s ability to generate attractive investment returns for a Fund as a whole.
Any failure by lenders to provide previously committed financing could also expose a Fund to
potential claims by sellers of businesses that a Fund may have been contracted to purchase.

The Funds may also borrow money or guaranty indebtedness (such as a guaranty of a portfolio
company’s debt, a letter of credit or other forms of promise to provide funding) or otherwise be
liable therefore, and in such situations it is not expected that a Fund would be compensated for
providing such guarantee or exposure to such liability. Co-investors are expected to receive the
benefit of such guaranty, although as co-investors typically do not agree to participate in guaranty
arrangements in negotiating to participate in a transaction, co-investors are not expected to bear
a commensurate percentage of potential liability. Although use of such borrowing facilities
enhances the Company’s ability to close transactions quickly, such activity also increases risk and
raises the possibility that the Fund will need to call additional capital to pay off such debt. Any use
of leverage by a Fund may result in interest expense and other costs to a Fund that may not be
covered by distributions made to a Fund or appreciation of its investments. A Fund may incur
leverage on a joint and several basis with one or more other investment funds and entities
managed by the Company or any of its affiliates and, in connection with incurring such
indebtedness, the Company may, in its sole discretion, cause a Fund to enter into one or more
agreements to obtain a right of contribution, subrogation or reimbursement from or against such
entities. However, it is possible that, if and when a Fund were to seek to enforce any such right,
any such entity could default on its obligation and/or such right may otherwise be unenforceable.
In addition, to the extent a Fund incurs leverage or provides any guaranty, such amounts may be
secured by the capital commitments made by a Fund’s Investors and other Fund assets. The
inability of a Fund to repay any leverage secured by the capital commitments of the Fund’s
Investors could enable a lender to issue a capital call on behalf of the Fund.

Risks of Early-Stage Investments. The Funds may invest in the securities of smaller, less-established
companies. Early stage and development stage companies often experience unexpected problems in the
areas of operations, marketing and general management, which, in some cases, cannot be adequately
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solved. In addition, such companies may require substantial amounts of financing which may not be
available through institutional private placements or the public markets. The percentage of companies
that survive and prosper can be small. Less-established companies tend to have less capital and fewer
resources and, therefore, are often more vulnerable to financial failure. Such companies may also have
shorter operating histories on which to judge future performance. The Company has not established any

minimum size for the companies in which it will invest.

Limited Transferability of Fund Interests. There will be no public market for Fund interests, and
none is expected to develop. There are substantial restrictions upon the transferability of Fund
interests under the respective Offering Documents and applicable securities laws. In general,
withdrawals of Fund interests are not permitted. In addition, Fund interests are not redeemabile.

Restricted Nature of Investment Positions. Generally, there will be no readily available market for
Fund investments, and hence, most Fund investments will be difficult to value. Certain investments
may be distributed in kind to the Investors and it may be difficult to liquidate the securities received
at a price or within a time period that is determined to be ideal by such Investors. After a distribution
of securities is made to the Investors, many Investors may decide to liquidate such securities within
a short period of time, which could have an adverse impact on the price of such securities. The
price at which such securities may be sold by such Investors may be lower than the value of such
securities determined pursuant to the Fund’s partnership agreement, including the value used to
determine the amount of carried interest available to the Company (or its affiliates) with respect to
such investment.

Reliance on the Company and Portfolio Company Management. Control over the operation of the
Funds will be vested with the Company, and each Fund’s future profitability will depend largely
upon the business and investment acumen of the Principals. The loss or reduction of service of
one or more of the Principals could have an adverse effect on the Fund’s ability to realize its
investment objectives. If the Company is unable to attract or retain a sufficient number of
investment professionals and other employees, it could have a similar adverse effect on the Funds.
Investors generally have no right or power to take part in the management of the Funds, and as a
result, the investment performance of the Funds will depend on the actions of the Company and
the Principals. In addition, certain changes in the Company or circumstances relating to the
Company may have an adverse effect on the Funds or one or more of their portfolio companies
including potential acceleration of debt facilities.

Although the Company will monitor the performance of each Fund’s investments, it will primarily
be the responsibility of each portfolio company’s management team to operate such portfolio
company on a day-to-day basis. Although the Company generally intends to invest in companies
with strong management or recruit strong management to such companies, there can be no
assurance that the management of such companies will be able or willing to successfully operate
a company in accordance with the Fund’s objectives.

Absence of Operating History. New Funds have no operating history and will be entirely dependent
on the Company. Furthermore, there can be no assurance that a Fund’s investments will achieve
results similar to those attained by previous investments of the Company or the Principals. In
addition, a Fund’s investments may differ from previous investments made by the Company or the
Principals in a number of respects, including target return levels, level of risk associated with a
particular investment, amount invested in a particular company, types of companies within a
particular industry sector, amount of leverage used, structure, and holding period.
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Projections. Projected operating results of a company in which a Fund invests normally will be
based primarily on financial projections prepared by such company’s management, with
adjustments to such projections made by the Company in its discretion. In all cases, projections
are only estimates of future results that are based upon information received from the company
and third parties and assumptions made at the time the projections are developed. There can be
no assurance that the results set forth in the projections will be attained, and actual results may
be significantly different from the projections. Also, general economic factors, which are not
predictable, can have a material effect on the reliability of projections.

Conflicting Investor Interests. Certain Investors may have conflicting investment, tax, and other
interests with respect to their investments in a Fund, including conflicts relating to the structuring
of investment acquisitions and dispositions. Conflicts may arise in connection with decisions made
by the Company regarding an investment that may be more beneficial to one Investor than another,
especially with respect to tax matters. In structuring, acquiring, and disposing of investments, the
Company generally will consider the investment and tax objectives of a Fund and its Investors as
a whole, not the investment, tax, or other objectives of any Investor individually.

Enhanced Scrutiny and Certain Effects of Potential Regulatory Changes. There continue to be
discussions regarding enhanced governmental scrutiny and/or increased regulation of the private
equity industry. There can be no assurance that any such scrutiny or regulation will not have an
adverse impact on the Funds’ activities, including the ability of the Funds to effectively and timely
address such regulations, implement operating improvements or otherwise execute their
investment strategy or achieve their investment objectives.

The combination of such scrutiny of private equity firms (along with other alternative asset
managers) and their investments by various politicians, regulators and market commentators, and
the public perception that certain alternative asset managers, including private equity firms,
contributed to market downturns and/or market volatility in the U.S. and global financial markets,
may complicate or prevent a Fund’s efforts to structure, consummate and/or exit investments, both
in general and relative to competing bidders outside of the alternative asset space. As a result, a
Fund may invest in fewer transactions or incur greater expenses or delays in completing or exiting
investments than it otherwise would have.

Delayed Tax Information. The Funds may not be able to provide final annual tax filing information
to Investors for any given fiscal year until after the initial tax filing deadlines for Investors’ tax
returns. Final annual tax information may not be available until the Funds have received tax—
reporting information from its portfolio companies necessary to prepare final annual tax
information. Accordingly, Investors will potentially be required to obtain extensions of the filing
dates for theirincome tax returns. Each prospective Investor should consult with its own tax adviser
as to the advisability and tax consequences of an investment in the Funds.

Changes in United States Tax Law. Future U.S. tax legislation and administrative guidance could
materially affect the tax consequences of an Investor's investment in the Funds and the tax
treatment of the Funds’ investments. While some of these changes may be beneficial, others could
negatively affect the after-tax returns of a Fund and its Investors. Accordingly, no assurance can
be given that the currently anticipated tax treatment of an investment in a Fund, or of investments
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made by a Fund, will not be modified by legislative, judicial or administrative changes, possibly
with retroactive effect, to the detriment of the Investor.

Tax Information Exchange Regimes; FATCA Withholding Tax on Certain Non-U.S. Entities.
Numerous jurisdictions have enacted, or have committed to enact, legislation and administrative
guidance requiring the collection and sharing of certain information in order to combat tax
avoidance. The United States, pursuant to the “Foreign Account Tax Compliance Act” or “FATCA”
has entered into numerous intergovernmental agreements with various jurisdictions concerning
the exchange of information as a means to combat tax evasion. In addition, the Organization for
Economic Co-operation and Development (“OECD”) has proposed a worldwide tax information
exchange standard. One or more of these information exchange regimes are likely to apply to the
Funds, and may require the Company to collect and share with applicable taxing authorities
information concerning Investors (including identifying information and amounts of certain income
allocable or distributable to them). An Investor’s failure to provide required information may result
in withholding taxes, government-imposed penalties, expulsion from the Funds or other remedies.
In addition, FATCA generally imposes a withholding tax of 30% on a non-U.S. entity’s share of
most payments attributable to investments in the United States, including dividends and interest
(and potentially in the future, gross proceeds), and the Funds may be required to withhold such
taxes from certain non-U.S. Investors, unless an exception applies.

U.S. Taxation of Carried Interest. U.S. federal income tax legislation treats certain allocations of
capital gains to service providers by partnerships such as the Funds as short-term capital gain
(taxed at higher ordinary income rates) unless such partnership has held the asset that generated
such gain for more than three years. This could reduce the after-tax returns of the Principals,
employees or other individuals associated with the Funds or the Company who were or may in the
future be granted direct or indirect interests in carried interest, which could make it more difficult
for the Company and its affiliates to incentivize, attract and retain individuals to perform services
for the Funds. These same issues may also apply to officers, directors and employees of a Fund’s
portfolio companies if such persons receive a profits interest in such companies. This would also
create an incentive for the Company to cause the Funds to hold investments for a longer period
than would be the case if such three-year holding period requirement did not exist.

Tax Liability Considerations. The Funds may take positions with respect to certain tax issues that
depend on legal and other interpretive conclusions. Should any such positions be successfully
challenged by the U.S. Internal Revenue Service (the “IRS”) or other applicable taxing authorities,
an Investor might be found to have a different tax liability for that year than that reported on its tax
returns. In addition, a taxing authority audit of a Fund may result in an audit of the returns of some
or all of the Investors, which examination could result in adjustments to the tax consequences
initially reported by a Fund and affect items not related to an Investor’s investment in a Fund. If
such adjustments result in an increase in taxable income for any year, one or more of the Investors
may also be liable for interest and penalties with respect to the amount of underpayment. The legal
and accounting costs incurred in connection with any audit of a Fund’s tax return will be borne by
the Fund. The cost of any audit of an Investor’s tax return will be borne solely by the Investor. The
taxation of partnerships and partners is complex. Prospective Investors are strongly urged to
review the Offering Documents for further disclosure and to consult the