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Item 1 - Cover Page 

 
 
 

Name: Aventail Capital Group, LP 
 

Address: 1370 Avenue of the Americas, 27th Floor 
New York, NY 10019 

 
Phone Number: 212-235-2770 

Fax Number: N/A 

Website: N/A 

The date of this brochure is March 2024. 
 
 
This brochure provides information about the qualifications and business practices 
of Aventail Capital Group, LP (“Adviser”). If you have any questions about the 
contents of this brochure, please contact John Lee, at john@aventailcap.com. The 
information in this brochure has not been approved or verified by the U.S. Securities 
and Exchange Commission (the “SEC”) or by any state securities authority. 

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

 
Any reference to the Adviser as a “registered investment adviser” or as being 
“registered,” does not imply a certain level of skill or training. 

mailto:john@aventailcap.com
http://www.adviserinfo.sec.gov/
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Item 2 - Material Changes 
 
This Item discusses only specific material changes that are made to this Brochure and 
provides clients with a summary of such changes. Since the last annual update of the 
Brochure dated March 2023:  
 
• the principal place of business of the Adviser has been updated; and  

• regulatory assets under management have been updated as of December 31, 2023, which 
is also reported in ADV Part 1A. 
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Item 4 - Advisory Business 
 
Aventail Capital Group, LP (“Adviser,” “we” or “us”) is a Delaware limited partnership 
that commenced business operations in December 2017. The Adviser is principally owned 
by Sameer Sethna, Sean Grant and Craig Lucas. 

 
The Adviser’s long-term objective is to generate attractive risk-adjusted returns by 
investing primarily in a low-net long/short, market-neutral manner in publicly traded 
securities of companies in energy and energy-related sectors. The energy sector includes, 
but is not limited to, companies engaged in: (1) exploration for and production of oil and 
gas, (2) midstream transportation of hydrocarbons, (3) refining and treating of 
hydrocarbons for end-use consumers, (4) oil field services, (5) renewable energy 
production, (6) regulated and unregulated transmission and distribution, (7) commodity 
and specialty chemical production, (8) marine shipping/transportation of commodities and 
similar products, (9) master limited partnerships (“MLPs”) across all energy verticals, (10) 
railroad transportation and trucking, (11) industrial businesses associated with energy end 
markets, and (12) coal, metals and other resource mining. The Adviser aims, through its 
investment philosophy, to achieve its investment objective through highly detailed 
fundamental research, robust hedging, active risk management, and a focus on catalysts. 

 
We currently manage the following private investment funds (each, a “Fund” and, 
collectively, the “Funds”): 

 
• Aventail Energy Fund, LP 

• Aventail Energy Offshore Fund, Ltd 

• Aventail Energy Master Fund, LP 

• Aventail Metric Co-Investment Fund, LP 

Aventail Capital Partners, LLC (the “General Partner”) is the general partner of Aventail 
Energy Fund, LP, Aventail Energy Master Fund, LP, and Aventail Metric Co-Investment 
Fund, LP. Like the Adviser, the General Partner is principally owned by Sameer Sethna, 
Sean Grant and Craig Lucas. Unless and only to the extent that the context otherwise 
requires, references to the Adviser, we or us herein are deemed to include references to the 
General Partner as well. 

 
We provide discretionary investment advice to the Funds. In the future, we may provide 
discretionary and/or non-discretionary investment advice to other private investment funds 
and/or separately managed accounts (collectively with the Funds, “clients”). 

 
Each Fund is managed in accordance with its own investment and trading objectives, as 
described in its offering and governing agreements (collectively, “Fund Documents”). We 
generally do not permit investors in the Funds that we manage to impose limitations on the 
investment activities described in the Fund Documents. 

 
Under certain circumstances, we may contract with a client to adhere to limited risk and/or 
operating guidelines imposed by the client. We negotiate such arrangements on a case-by- 
case basis. 
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As of December 31, 2023, we managed approximately $1,780,081,860in regulatory assets 
under management on a discretionary basis. Currently, we do not manage any assets  on a 
non-discretionary basis. 

 
Item 5 - Fees and Compensation 

 
We receive compensation from each client pursuant to the terms of the applicable written 
agreement with the applicable client (and, in the case of clients that are private investment 
funds, in the Fund Documents for such funds). Each agreement specifies the fees and the 
method by which the fees will be calculated. We may enter into different fee arrangements 
on a client-by-client basis.  
 
A brief summary of such Fund fees is provided below.  
 
In general, we deduct our management fees from the Funds quarterly. We generally receive 
performance-based fees or allocations from the Funds on an annual basis and upon the 
distribution of capital (such as a withdrawal by a Fund investor).1 

 
Clients that are private investment funds generally bear all costs and expenses associated 
with their operations, including, without limitation: (i) all expenses associated with the 
organization and ongoing administration of such private investment funds, including legal 
and accounting fees, (ii) all expenses incurred in connection with communications with 
investors and the ongoing offer and sale of interests in the private investment funds, (iii) 
all third party administration, accounting, tax preparation, audit, governmental fees and 
taxes, fees and expenses in connection with any advisory board or committee, consulting 
and other professional expenses, legal and compliance fees and expenses of, or relating to, 
the private investment funds, (iv) all expenses incurred for the benefit of the private 
investment funds related to the maintenance and procurement of information technology 
and data related services, systems, software and equipment, valuation services, proxy 
voting services and insurance, (v) all direct and incidental expenses relating to research and 
due diligence of existing and potential investments (including, without limitation, the use 
of consultants and attorneys) and research materials, and (vi) all trading and investment 
related costs and expenses (e.g., brokerage commissions, margin interest, expenses related 
to short sales, custodial fees, clearing and settlement charges and other transaction costs). 
For the avoidance of doubt, the actual expenses charged to each Fund may differ from those 
set forth above and shall be as set forth in the Fund Documents. 

 
The fees, performance-based compensation and/or expenses that are charged to any clients 
other than the Funds that we may manage are negotiated on a case-by-case basis. Clients 
other than the Funds, such as any separately managed accounts that we may manage, will 
likely have management fee, performance-based compensation and/or expense 
arrangements that differ in one or more respects from those applicable to the Funds. 

 
Management fees, performance-based compensation and/or expenses may be reduced or 
waived in certain circumstances, including, without limitation, with respect to investments 
in Funds by our personnel and/or other related persons. Our clients may pay our 
management fees in advance. Management fees and performance-based fees or allocations 
are generally not refundable, including upon the termination of the advisory contract. 

 
1 Pursuant to the Fund Documents which govern partnership interests in Aventail Metric Co-Investment Fund, 
LP, partners are subject to incentive-based compensation terms that include a realization-based distribution 
waterfall. Partners in this fund do not bear management fees. 
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To the extent that we incur any expenses for the benefit of multiple clients, we generally 
will allocate such expenses in any manner that we deem equitable, taking into account our 
written agreements with such clients (and, if applicable, Fund Documents in the case of 
clients that are Funds) and applicable facts and circumstances, including the relative size of 
the applicable entity or account, the nature or source of the product or service and the 
benefits derived from and the extent of use of the product or services. Nonetheless, the 
portion of an expense that we allocate to a client for a particular product or service might 
not reflect the relative benefit derived by such client from that product or service in any 
particular instance. Furthermore, it is possible that under some of our advisory contracts we 
may not require a client to incur certain expenses, despite the fact that such client will receive 
a benefit in connection with our incurrence of such expenses. In such an event, our other 
clients may bear the additional share of any such expenses that would have been allocable 
to the client that is not required to incur such expenses. Our expense allocations often depend 
on inherently subjective determinations, but the expense allocations made by us will be in 
good faith. There may be situations in which the appropriate allocation of expenses in the 
course of evaluating potential investments may not be clear (for example, if a client and one 
or more other clients considered making an investment that was not consummated). 
Expenses will typically be allocated among the clients participating in the relevant 
investment or potential investment. However, in all cases, subject to applicable legal, 
regulatory, contractual or similar restrictions, we will make expense allocation decisions in 
our sole discretion in good faith. 
 
We may allocate a portion of certain clients’ capital to money market funds, exchange- 
traded funds or similar fee-bearing products, or private investment funds and accounts, that 
are managed by other investment managers. In that case, such client accounts generally 
would be responsible for paying any and all fees, performance-based compensation and 
expenses associated with such products, which would be in addition to those discussed 
above. 

 
The Adviser and its personnel generally can be expected to receive certain intangible and/or 
other benefits and/or perquisites arising or resulting from their activities on behalf of clients 
and client portfolio investments, including benefits and other discounts provided from 
service providers. For example, airline travel or hotel stays incurred as a client expense 
typically result in cash rebates, “miles,” “points” or credit in loyalty/status programs, and 
such benefits and/or amounts will exclusively benefit the Adviser and/or such personnel 
even though the cost of the underlying service is borne by clients. The value of such 
benefits and perquisites will neither be subject to an offset against fees or expenses payable 
by clients nor will they otherwise be shared with clients and/or portfolio investments. 

 
 
For a summary of our brokerage practices, see Item 12 below. 

 
Item 6 - Performance-Based Compensation and Side-By-Side Management 

 
As generally described above in Item 5, our clients pay management fees. In addition, we 
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are entitled to receive performance-based compensation (which is based on a percentage 
of the capital appreciation of client assets or the return on invested capital) from clients. 
Performance-based compensation may take the form of a performance allocation, 
performance fee, carried interest or other payment, and typically is subject to a high-water 
mark. Fund investors are provided with detailed disclosure in the applicable Fund 
Documents for such Fund as to how the relevant performance-based compensation is 
calculated and charged. Performance-based compensation will conform to Rule 205-3 
under the Investment Advisers Act of 1940, as amended (the “Advisers Act”), to the extent 
applicable. 

 
The terms of the compensation that we receive may differ among the client accounts that 
we advise. This may result in a conflict of interest when we allocate opportunities among 
these accounts because we will have an incentive to favor an account from which we are 
entitled to receive greater compensation over other accounts. To avoid such a conflict of 
interest we generally follow documented procedures in allocating opportunities among 
such accounts, which do not take into account the compensation to which such accounts 
are subject. 

 
We generally allocate investment opportunities so that each security held by the accounts 
that we manage following a substantially similar investment strategy is held on a pari passu 
basis. In certain circumstances, we may allocate securities among client accounts on a 
different basis. In such cases, the factors that we may consider when determining which 
securities to allocate to each client account include (but are not limited to): the relative 
amounts of capital in each client’s account available for new positions of the type at issue; 
the mandate of each client account; our perception of the appropriate risk/reward ratio for 
each client account; the intended objective and strategy of each client account and any 
applicable investment or risk targets, restrictions or guidelines; the liquidity of each client 
account at the time of investment and thereafter; the ability to add positions to a client 
account on a leveraged basis; liquidity of the security; market capitalization and/or 
enterprise value of the underlying credit; whether the position is an “odd lot”; whether 
certain accounts would receive nominal or de minimis allocation amounts; transaction 
costs; position size; industry exposure; market exposure; gross, net, long and short 
exposure; applicable contractual, legal, tax and regulatory considerations; the overall 
portfolio composition of each client account; and such other considerations that we 
determine to be relevant at such time. New issues (as defined by FINRA rule 5130) are 
generally allocated to client accounts in accordance with the criteria set forth above to the 
extent that such accounts are eligible to participate in new issues. 

 
Notwithstanding the foregoing, there can be no assurance that certain allocation decisions 
will not directly or indirectly adversely affect our clients, even if such decisions are made 
in good faith. Allocations are subject to a significant degree of discretion exercised by us, 
including, but not limited to, in connection with portfolio rebalancing, investing in new, 
different or additional investment strategies and in connection with admissions and 
withdrawals of investors to and from the private investment funds that we manage. Even 
allocations designed to mitigate conflicts do not eliminate the possibility that an allocation 
of assets will not adversely affect our clients. 
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We will have no obligation to purchase or sell a security for, enter into a transaction on 
behalf of, or provide an investment opportunity to, a client solely because we purchase or 
sell the same security for, enters into a transaction on behalf of, or provides an opportunity 
to, another client if, in our reasonable opinion, such security, transaction or investment 
opportunity does not appear to be suitable, practicable or desirable for such other client. 

 
Our personnel and/or other related persons will invest in one or more of our clients. In such 
case, we may have an incentive to favor client(s) in which they have a greater economic 
interest and/or may have a conflict of interest in allocating investment opportunities among 
those client accounts and other client accounts. In order to mitigate these potential conflicts, 
we will generally follow the documented procedures referenced above. 

 
Management fees and performance-based compensation are based on the value, and the 
appreciation in value, of client accounts. In most circumstances, the valuations of client 
assets will be based on independent market quotations from relevant counterparties, but 
obtaining such valuations is not required in each instance. In making valuation 
determinations, we may be deemed subject to a conflict of interest, especially with respect 
to securities or other financial instruments which are not traded on an organized or liquid 
market, as the valuation of such assets and liabilities affects our compensation and the 
compensation of our affiliates. There is no guarantee that the value determined with respect 
to a particular client asset or liability by us will represent the value that will be realized by 
such client on the eventual disposition of the related investment or that would, in fact, be 
realized upon an immediate disposition of the investment, and the difference between such 
value and the ultimate disposition price could be material. To the extent we are responsible 
for valuing a client’s assets, we will follow our documented valuation policies in order to 
mitigate these risks. 

 
Since the amount of fees paid/allocations made to us is dependent in part on the profitability 
of the applicable client, we may have an incentive to cause clients to make investments that 
are riskier or more speculative than would be the case if such fees/allocations were not 
dependent on clients’ net asset value and profitability. We recognize that we have a 
fiduciary duty and as such must act in the best interests of our clients. 

 
Clients and investors in the Funds are urged to review their applicable investment 
management agreements and/or Fund Documents for information regarding the specific 
fees, performance-based compensation and expenses applicable to them. 

 
Item 7 - Types of Clients 

 
We currently provide investment advice to clients who are private investment funds. 
Investors in such private investment funds generally must qualify as “accredited investors” 
(as defined in Rule 501 under the Securities Act of 1933, as amended (“Securities Act”)) 
and “qualified clients” (as defined in Rule 205-3 of the Advisers Act) and may be subject 
to other suitability requirements to the extent provided in the applicable Fund Documents. 
We may provide investment advice to other types of clients in the future. 

 
The minimum initial investment in the Funds is $1,000,000, subject to the Funds’ 



Aventail Capital Group, LP Form ADV: Part 2A Page 8 

discretion to accept lesser amounts. We will determine the minimum investment amount 
(and any other conditions for opening and maintaining an account) for other clients, such 
as any separately managed accounts, on a case-by-case basis. 

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

Our long-term objective is to generate attractive risk-adjusted returns by investing 
primarily in a low-net long/short, market-neutral manner in publicly traded securities of 
companies in energy and energy-related sectors. The energy sector includes but is not 
limited to companies engaged in: (1) exploration for and production of oil and gas, (2) 
midstream transportation of hydrocarbons, (3) refining and treating of hydrocarbons for 
end-use consumers, (4) oil field services, (5) renewable energy production, (6) regulated 
and unregulated transmission and distribution, (7) commodity and specialty chemical 
production, (8) marine shipping/transportation of commodities and similar products, (9) 
MLPs across all energy verticals, (10) railroad transportation and trucking, (11) industrial 
businesses associated with energy end markets, and (12) coal, metals and other resource 
mining. The Adviser aims, through its investment philosophy, to achieve its investment 
objective through highly detailed fundamental research, robust hedging, active risk 
management, and a focus on catalysts. The Adviser also employs an investment program 
that will generally co-invest alongside the Funds, although it may make additional or 
separate investments. Each Fund’s respective Offering Documents describe their specific 
strategy or set of investment strategies in which they invest. 

Concentration. Diversification is not an element of the investment strategy that will 
generally co-invest alongside the Funds, and a loss with respect to any of its investments 
will have a significant adverse impact on the Fund’s capital to which such investment is 
attributed. 

Investment Strategy 

We believe that energy is a complex and under-followed sector that currently offers 
compelling opportunities. The Adviser believes that being sector specialists, with decades 
of experience following the same companies, creates a strong competitive advantage. This 
competitive advantage, coupled with a disciplined investment process, aids in the early 
identification of potential mis-pricings between similar companies. Our strategy is to 
utilize a robust hedging program to attempt to monetize these mis-pricings and to seek to 
minimize systematic risks in the portfolio, including commodity, equity market, and other 
macro factors. The Adviser deploys a disciplined investment process whereby ideas are 
evaluated based on five principles of a good investment: Event/Catalyst, Positioning, Entry 
(i.e., up/down & relative performance), Valuation, and Macro/Theme. The Adviser 
believes that the result of employing such principles is constant idea generation, repeatable 
alpha creation, and superior risk-adjusted returns. Active portfolio management and factor 
hedging are employed to build a portfolio that we believe offers positive risk upside 
optionality, while minimizing exposure to unknown macro factors to limit the probability 
of negative drawdowns. 

Energy Sector Overview 

We believe that an intense and singular focus on energy and energy-related sectors, 
primarily the renewable energy and hydrocarbon value chains, coupled with a fundamental 
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and methodical research process should allow it to continue to identify compelling 
investment opportunities and to generate attractive risk-adjusted returns for our clients. 

 
As energy is fundamental to global human existence, the sector is thus exceedingly large, 
and the Adviser believes it can offer investors substantial liquidity and a multitude of 
investment options. 

 
The energy business is volatile, cyclical and complicated, and as such the Adviser believes 
that investing in the sector distinctly benefits specialists who focus their time understanding 
its nuances. The energy sector is capital intensive, which requires frequent primary 
financings, all of which beget investment opportunities for sector specialists. The Adviser 
believes that such capital needs, combined with the sector’s inherent volatility will 
consistently present investing and trading opportunities. The Adviser believes that the 
future of hydrocarbon usage, supply growth and global politics all combine to make energy 
a dynamic and complex sector, and one that can offer alpha opportunities both on the long 
and short side in any and all scenarios. 

 
Investment Process and Idea Generation 

 
The Adviser employs a rigorous fundamental and valuation driven approach to identify 
companies that it believes have a market price above or below their intrinsic or relative 
value. This analysis is combined with an intense focus on catalysts and events to pinpoint 
the timing of when investments should be initiated and closed. Active portfolio 
management and factor hedging are employed to build a portfolio that we believe offers 
positive risk upside optionality while minimizing exposure to unknown macro events. 
Through active portfolio management and hedging, we aim also to reduce correlation and 
to limit the probability and severity of negative drawdowns. 

 
The Adviser uses a systematic investment process that it believes allows for reliable idea 
generation. We believe that being a sector specialist (the principals have a combined seven 
decades of experience in the sector) can create a strong advantage, resulting in constant 
idea origination and repeatable alpha generation. Our investment process begins with 
extensive company-level diligence, including, but not limited to, developing and 
maintaining proprietary financial models for each company in a target sub-sector. Further, 
the Adviser often builds supply and demand models of the key drivers within a given sub- 
sector (i.e., pipeline capacity, hydrocarbon production, rig availability) in order to 
understand the direction of margins. Ultimately, portfolio eligibility is based on relative 
valuation analyses, comparing all applicable peers in a sub-sector. Idea generation is 
dynamic and is the output of evaluating financial metrics we believe are pertinent with a 
constant focus on incremental disclosures, data points and relative security performance. 
The Adviser believes the best ideas are those where its non-consensus view is tied to an 
event that will trigger a change in market perception. We identify valuation discrepancies 
versus peers using detailed proprietary financial models built using public data from the 
SEC as well as a variety of non-traditional sources including the Federal Energy Regulatory 
Commission, state-reported production data, social media, etc. to derive forecasts. 
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The Adviser is commodity agnostic and broadly does not intend to make investments based 
on the projected direction of global commodities. We revise all models based on the same 
forward curves, which are periodically updated. We frequently and systematically 
communicate with companies in our investment portfolio. 

 
Our disciplined investment process requires multiple hurdles to be met before a security 
can be included in the portfolio, including, but not limited to, a detailed consideration of 
the following factors: 

 
1. Event: Methodical focus on catalysts that will cause the market to realize 
and align with our perspective on valuation. 

 
2. Positioning: Consistent attention to the prevailing market perception – we 
question how it differs from consensus and how other investors are positioned and 
why. 

 
3. Entry: Disciplined emphasis on understanding what is already priced into 
market expectations and assessing the optimal entry of positions. 

 
4. Valuation: Fundamental, bottom-up approach to determining relative 
valuation whereby we disaggregate companies into energy sub-sectors/business 
lines for increased accuracy and consider various valuation techniques and metrics. 

 
5. Macro/Theme: While we are commodity agnostic and generally seek to 
hedge out directional commodity risks, we believe that understanding the general 
macro and commodity backdrop is nonetheless an important overlay to the 
investment process. 

 
Moreover, we firmly believe that the most successful investment process starts with an 
open forum in which the entire team is encouraged to question, debate and discuss all ideas. 
Skepticism is a cornerstone of our investment process, and creativity is encouraged. We 
often pitch theories to management teams and fellow investors to encourage healthy 
debates and idea flow. The investment process is generally bolstered by daily news 
“meetings” which take place via email and electronic chats to notate and record 
communication. Weekly in-person meetings are usually held to discuss in greater detail 
core coverage lists and priorities for deeper research and other areas of focus. We maintain 
a list of ideas to track the progress on the research of new investment prospects and 
generally memorializes an investment thesis prior to making core investments. We believe 
the most attractive ideas seek to maximize a combination of medium and long term 
fundamental and thematic calls, with a compelling short-term setup. Finally, we strive to 
take a balanced approach when analyzing investments and aims to avoid directional biases. 
We seek to approach our research and investment process with a skeptical eye, which we 
believe serves to identify outstanding investment opportunities that others may miss, 
especially on the short side. 

 
Environmental, Social and Corporate Governance (“ESG”) 

The Investment Manager also considers ESG as part of its investment process and seeks to 
perform an ESG evaluation of investee companies. The Investment Manager incorporates 
ESG considerations into its investment process using a 3-stage ESG evaluation process: 
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(1) ESG Grading System: Aventail maintains a proprietary ESG grading system which 
evaluates investee companies based on criteria in each of the three pillars of ESG;  

(2) Emissions Analysis: Aventail tracks emissions data of the investee companies on a 
Scope 1, Scope 2 and Scope 3 basis and tracks and reports AEF on a net Scope 1 and 
Scope 3 basis; and  

(3) Proxy Voting: Aventail has adopted an ESG proxy voting policy with a proxy 
advisory services company. 

The Investment Manager uses an ESG lens to evaluate individual ideas for potential alpha 
generation rather than attempting to meet prescribed criteria aligning with our fiduciary duty 
to maximize returns for our investors. For clarity, ESG is one factor, among many, that the 
Investment Manager considers as part of its investment processes. The Investment Manager 
is a signatory to the Principals for Responsible Investment, a supporter of the Task Force on 
Climate-related Financial Disclosures and will apply ESG standards and considerations in its 
sole discretion.  

The Investment Manager maintains a database which ranks each company among its investee 
companies based on a proprietary ranking system. The methodology utilizes publicly 
available company documents and third-party ESG service provider data. The data are 
evaluated with relevant indicators ranked and all indicators weighted to derive a score for 
each of the three equally-weighted pillars (i.e., Environmental, Social and Governance) as 
well as an aggregate score generated for each individual company in its investment portfolios. 

Risk Management 
 
The Adviser’s approach to managing risk is detailed and deliberate. The Adviser views risk 
management as an essential part of its business structure and has established a risk 
committee to oversee both compliance with established limits, as well as portfolio-related 
topics, including position-level information and related risks for each strategy within the 
context of prevailing market conditions. The Adviser maintains internal risk guidelines, 
which are available upon request. 

 
The risk committee is responsible for communicating with the Adviser the various risks to 
which clients are exposed and, if appropriate, will seek to effect a reduction in risk within 
a particular strategy or across a specific portfolio of strategies. 

 
In addition to attempting to minimize exposure to macro factors, such as the ones described 
above, our approach seeks to constantly assess probability weighted “worst case” 
scenarios, and size positions (core or not) accordingly around these potential risks. 

 
In addition to probability weighted “worst case” scenarios, we focus on sizing positions to 
ensure sufficient liquidity of the position relative to its size in the overall portfolio. The 
Adviser monitors liquidity conditions in real time, as the majority of open positions are 
traded actively. The Adviser also believes in a diversified portfolio. Diversification is 
reviewed continuously by the portfolio manager and daily by the risk manager. 

 
The development of an investment strategy for each of our clients is an ongoing process. 
The strategies, techniques and methods described above will therefore be modified by us 
from time to time and over time. There is no limitation on the investment strategies, 
techniques, methods or processes which we may adopt for any particular client or the 
factors that we may take into account in analyzing investments for our clients. Depending 
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on conditions and trends in securities markets and the economy generally, we may pursue 
other objectives, or employ other strategies, techniques, methods or processes, that we 
consider appropriate and in the best interest of our clients, without notice to them or their 
consent, except to the extent that our written agreement with a client may provide 
otherwise. 

 
The above description of our investment strategies, techniques, methods and processes is 
intended only as a general overview and is subject to the specific terms of our written 
agreements with clients. 

 
Risk of Loss 

 
A brief summary of the material risks involved with our significant investment strategies 
and methods of analysis follows. An investment in a private investment fund and/or 
separately managed account involves substantial risks, and prospective investors should 
carefully consider, among other factors, the risks described below. These risk factors are 
not intended to be an exhaustive listing of all potential risks associated with such an 
investment. Investors are urged to review the written agreement or Fund Documents 
applicable to their investment for additional information concerning the risks applicable to 
them. Investing in securities involves risk of loss that clients and investors should be 
prepared to bear. 

 
General Investment and Trading Risks. All securities investments present a risk of loss of 
capital. Volatile financial markets increase that risk. If our evaluation of an investment 
opportunity should prove incorrect, our clients could experience losses. No guarantee or 
representation is made that our clients’ investment programs will be successful, that clients 
will achieve their targeted returns or that there will be any return of capital invested to 
investors. In addition, investment results may vary substantially over time. 

 
General Energy Risks. Clients will invest in businesses operating in the energy industry, 
which may expose it to certain risks. Specifically, businesses in the energy industry are 
sensitive to fluctuations in fuel supply and demand, interest rates, special risks of 
constructing and operating facilities, lack of control over pricing, merger and acquisition 
activity and regulation. Furthermore, energy markets may be subject to short-term volatility 
due to a variety of factors, including weather, international political and economic 
developments, breakdowns in the facilities used for the production, storage or transport of 
energy and energy-related products, acts of terrorism, changes in government regulation 
and sudden changes in fuel prices. 

 
Volatility of Commodity Prices. The performance of certain client investments in the energy 
sector will be substantially dependent upon prevailing prices of oil, natural gas, coal  and 
other commodities (such as metals) and the differential between prices of specific 
commodities that are a primary factor in the profitability of certain conversion activities 
such as petroleum refining and power generation. Commodity prices have been, and are 
likely to continue to be, volatile and subject to wide fluctuations in response to any of the 
following factors: (i) relatively minor changes in the supply of and demand for each 
commodity; (ii) market uncertainty; (iii) political conditions in international commodity 
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producing regions; (iv) the extent of domestic production and importation of oil, gas, coal 
or metals in certain relevant markets; (v) the foreign supply of oil, natural gas and metals; 
(vi) the price of foreign imports; (vii) the price and availability of alternative fuels; (viii) 
the level of consumer demand; (ix) the price of steel and the outlook for steel production; 
(x) weather conditions; (xi) the competitive position of oil, gas or coal as a source of energy 
as compared with other energy sources; (xii) the industry-wide refining or processing 
capacity for oil, gas or coal; (xiii) the effect of United States and non-U.S. federal, state 
and local regulation on the production, transportation and sale of commodities; (xiv) with 
respect to the price of oil, actions of the Organization of Petroleum Exporting Countries; 
(xv) the expected consumption of coking coal in steel production; (xvi) the amount and 
character of excess electric generating capacity in a market area; (xvii) overall economic 
conditions; and (xviii) a variety of additional factors that are beyond the control of the 
Advisor. Volatility of commodity prices may also make it more difficult for energy 
companies, including issuers and their affiliates, to raise additional capital to the extent the 
market perceives that their performance may be directly or indirectly tied to commodity 
prices. 

 
Catastrophe Risk. The operations of energy, power and natural resources companies 
(including companies involved in commodity and specialty chemical production) are 
subject to many hazards inherent in the transporting (whether by railroad lines, waterways, 
trucks or pipeline systems), processing, storing, refining, distributing, mining or marketing 
a wide range of commodities, electricity, and natural resources, such as: damage to 
pipelines, storage tanks or related equipment and surrounding properties caused by 
hurricanes, tornadoes, floods, fires and other natural disasters or by acts of terrorism, 
human error, inadvertent damage from construction and farm equipment, leaks of natural 
gas, natural gas liquids, crude oil, refined petroleum products or other hydrocarbons, and 
fires and explosions. These risks could result in substantial losses due to personal injury or 
loss of life, severe damage to and destruction of property and equipment and pollution or 
other environmental damage and may result in the curtailment or suspension of their related 
operations. There can be no assurance that each issuer in the energy sector will be fully 
insured against all risks inherent to their businesses. If a significant accident or event occurs 
that is not fully insured, it could adversely affect such issuer’s operations and financial 
condition. Additionally, any offshore operations of investments will be subject to a variety 
of operating risks peculiar to the marine environment, such as adverse weather conditions; 
to more extensive governmental regulation, including regulations that may, in certain 
circumstances, impose strict liability for pollution damage; and to interruption or 
termination of operations by governmental authorities based on environmental or other 
considerations. 

 
Uncertainty of Estimates. Estimates of natural resources reserves (e.g., hydrocarbon 
reserves or mineral reserves) by qualified engineers are often a key factor in valuing certain 
energy, power and natural resources companies, which could include potential issuers. The 
process of making these estimates is complex, requiring significant decisions and 
assumptions in the evaluation of available geological, geophysical, engineering and 
economic data for each reservoir or reserve. These estimates are subject to wide variances 
based on changes in commodity prices and certain technical assumptions. Accordingly, it 
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is possible for such estimates to be significantly revised from time to time, creating 
significant changes in the value of the applicable issuer owning such reserves. 

 
Demand for Oil and Gas. The value of certain investments made by certain clients will be 
materially dependent upon the demand for oil and gas. The availability of a ready market 
for the oil and gas production depends on a number of factors beyond our control, including 
the demand for, and supply of, oil and gas; the availability of alternative energy sources; 
the proximity of reserves to, and the capacity of, oil and gas gathering systems, pipelines 
or trucking and terminal facilities. Companies may also have to shut in some of their wells 
temporarily due to a lack of market or adverse weather conditions including hurricanes. In 
addition, federal and state regulation of oil and gas production and transportation, general 
economic conditions and changes in supply and demand could adversely affect the ability 
to produce and market its oil and gas on a profitable basis. Any significant change in the 
ability to produce and market the oil and gas production generated from certain clients’ 
investments could have a material adverse effect on the financial condition and results of 
operations of such clients. 

 
Certain Regulatory Considerations; Potential Changes in Laws. The energy related 
industries in which certain clients will invest are subject to regulation by one or more U.S. 
federal agencies, other sovereign entities and various agencies of the states, localities, and 
counties in which they operate. New and existing regulations, changing regulatory 
schemes, and the burdens of regulatory compliance all may have a material negative impact 
on the performance of companies that operate in these industries. Certain clients may invest 
in companies believed to have obtained all material governmental approvals required as of 
the date thereof to acquire and operate their facilities. In addition, certain clients may be 
required to obtain the consent or approval of applicable regulatory authorities in order to 
acquire or hold certain ownership positions in such companies. The Adviser cannot predict 
whether new legislation or regulation governing those industries will be enacted by 
legislative bodies or governmental agencies, nor can it predict what effect such legislation 
or regulation might have. There can be no assurance that new legislation or regulation, 
including changes to existing laws and regulations, will not have a material negative impact 
on a client’s investment performance. Moreover, additional regulatory approvals, including 
without limitation, renewals, extensions, transfers, assignments, reissuances or similar 
actions, may become applicable in the future due to a change in laws and regulations, a 
change in the companies’ customers or for other reasons. There can be no assurance that a 
company will be able to (i) obtain all required regulatory approvals that it does not currently 
have or that it may be required to have in the future; (ii) obtain any necessary modifications 
to existing regulatory approvals; or (iii) maintain required regulatory approvals. Delay in 
obtaining or failure to obtain and maintain in full force and effect any regulatory approvals, 
or amendments thereto, or delay or failure to satisfy any regulatory conditions or other 
applicable requirements could prevent operation of a facility or sales to or from third parties 
or could result in additional costs to a company. 

 
Regulatory changes in a jurisdiction where an investment is located may make the 
continued operation of the investment infeasible or economically disadvantageous and any 
expenditures made to date by such investment may be wholly or partially written off. The 
locations of the companies may also be subject to government exercise of eminent domain 
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power or similar events. Any of these changes could significantly increase the regulatory- 
related compliance and other expenses incurred by such companies and could significantly 
reduce or entirely eliminate any potential revenues generated by one or more of the 
investments, which could materially and adversely affect returns to certain clients. 

 
In addition to the matters described above, energy and energy generation and related 
projects are also typically governed by other complex legal agreements. As a result, there 
can be a higher risk of dispute over interpretation or enforceability of the agreements. It is 
not uncommon for energy generation and related infrastructure assets to be exposed to a 
variety of other legal risks including, but not limited to, legal action from special interest 
groups. Interest groups may use legal processes to seek to impede particular projects to 
which they are opposed. 

 
As a matter of standard practice, the Adviser researches regulatory risks and understands 
such legal processes in order to assess the potential impacts on our clients’ underlying 
investments. The Adviser views its regulatory focus and research to be a competitive 
advantage and a necessary aspect of being a specialist investor in the energy sector. 

 
Legislation and Regulatory Initiatives Relating to Hydraulic Fracturing. Hydraulic 
fracturing is an important and common practice that is used to stimulate production of 
hydrocarbons, particularly natural gas, from tight formations. Underlying assets and 
operating partnerships in which one or more clients invest indirectly may utilize hydraulic 
fracturing techniques in many of their natural gas well drilling and completion programs. 
The process involves the injection of water, sand and chemicals under pressure into the 
formation to fracture the surrounding rock and stimulate production. The process is 
typically regulated by state authorities; however, the U.S. Environmental Protection 
Agency (the “EPA”) has asserted federal regulatory authority over hydraulic fracturing 
involving diesel additives under the Safe Drinking Water Act’s Underground Injection 
Control Program. At the same time, the EPA has commenced a study of the potential 
environmental impacts of hydraulic fracturing activities, and legislation has been 
introduced before the U.S. Congress to provide for federal regulation of hydraulic 
fracturing and to require disclosure of the chemicals used in the fracturing process. In 
addition, some states have adopted, and other states are considering adopting, regulations 
that could impose more stringent permitting, disclosure and well construction requirements 
on hydraulic fracturing operations. Moreover, certain municipalities have tried to ban 
hydraulic fracturing. Public opposition to hydraulic fracturing, due in part to concerns over 
groundwater contamination, may encourage additional regulation of the industry. If new 
laws or regulations that significantly restrict hydraulic fracturing are adopted, such laws 
could make it more difficult or costly for underlying assets and operating partnerships in 
which a client invests indirectly to perform fracturing to stimulate production from tight 
formations. In addition, if hydraulic fracturing becomes regulated as a general matter at the 
federal level as a result of federal legislation or regulatory initiatives by the EPA, fracturing 
activities by underlying assets and operating partnerships in which a client invests 
indirectly could become subject to additional permitting requirements, and also to attendant 
permitting delays and potential increases in costs. Restrictions on hydraulic fracturing 
could also reduce the amount of oil and gas that the underlying assets in which a client 
invests indirectly are ultimately able to produce from their reserves. 
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Environmental Matters. Environmental laws, regulations and regulatory initiatives play a 
significant role in the energy industry and can have a substantial impact on investments in 
this industry. For example, global initiatives to minimize pollution have played a major 
role in the increase in demand for natural gas and alternative energy sources, creating 
numerous new investment opportunities. Conversely, required expenditures for 
environmental compliance have adversely impacted investment returns in a number of 
segments of the industry. The energy and power industry will continue to face considerable 
oversight from environmental regulatory authorities. Clients may invest in companies that 
are subject to changing and increasingly stringent environmental and health and safety 
laws, regulations and permit requirements. 

 
There can be no guarantee that all costs and risks regarding compliance with environmental 
laws and regulations can be identified. New and more stringent environmental and health 
and safety laws, regulations and permit requirements or stricter interpretations of current 
laws or regulations could impose substantial additional costs on companies or potential 
investments. Compliance with such current or future environmental requirements does not 
ensure that the operations of the companies we invest in will not cause injury to the 
environment or to people under all circumstances or that such companies will not be 
required to incur additional unforeseen environmental expenditures. Moreover, failure to 
comply with any such requirements could have a material adverse effect on a company, 
and there can be no assurance that companies will at all times comply with all applicable 
environmental laws, regulations and permit requirements. Past practices or future 
operations of companies could also result in material personal injury or property damage 
claims. 

 
The oil and gas industry is subject to environmental hazards, such as oil spills, natural gas 
leaks and ruptures, discharges of petroleum products and hazardous substances and historic 
disposal activities. These environmental hazards could expose the Investments to material 
liabilities for property damages, personal injuries or other environmental harm, including 
costs of investigating and remediating contaminated properties. A variety of stringent 
foreign, federal, state, provincial and local laws and regulations govern the environmental 
aspects of the oil and gas business. 
 
Concentration. diversification is not an element of the investment strategy that will 
generally co-invest alongside the Funds, and a loss with respect to any of its investments, 
will have a significant adverse impact on the Fund’s capital to which such investment is 
attributed. 
 

 
Equity Securities. Equity securities fluctuate in value in response to many factors, including 
the activities, results of operations and financial condition of individual companies, the 
business market in which individual companies compete, industry market conditions, 
interest rates and general economic environments. In addition, events such as political 
instability, terrorism and natural disasters may be unforeseeable and contribute to market 
volatility in ways that may adversely affect trades made by us. 

 
Small to Medium Capitalization Companies. We may invest client assets in the stocks of 
companies with small- to medium-sized market capitalizations. While we believe these 
investments often provide significant potential for appreciation, these stocks, particularly 
smaller-capitalization stocks, involve higher risks in some respects than do investments in 
stocks of larger companies. For example, prices of such stocks are often more volatile than 
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prices of large-capitalization stocks. Smaller companies often times lack the management 
experience, financial resources, product diversification, and competitive strength of larger 
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companies. In addition, due to thin trading in some such stocks, an investment in these 
stocks may be more illiquid than that of larger capitalization stocks. 

 
Fixed Income Securities. We may trade, on behalf of clients, in bonds and may trade in 
other fixed income securities of U.S. and non-U.S. issuers, including, without limitation, 
bonds, notes and debentures issued by corporations, or debt securities issued or guaranteed 
by a sovereign government or one of its agencies or instrumentalities. Fixed income 
securities pay fixed, variable or floating rates of interest. The value of fixed income 
securities will change in response to fluctuations in interest rates. In addition, the value of 
certain fixed income securities can fluctuate in response to perceptions of credit worthiness, 
political stability or soundness of economic policies. Fixed income securities are subject to 
the risk of the issuer’s inability to meet principal and interest payments on its obligations 
(i.e., credit risk) and are subject to price volatility due to such factors as interest rate 
sensitivity, market perception of the creditworthiness of the issuer and general market 
liquidity (i.e., market risk). 

 
We may trade in fixed-income securities which are not protected by financial covenants or 
limitations on additional indebtedness. In addition, evaluating credit risk for foreign debt 
involves greater uncertainty because credit rating agencies throughout the world have 
different standards, making comparisons across countries difficult. 

 
Convertible Securities. A client may invest in convertible securities. The market value of 
convertible securities, as with all fixed income securities, tends to decline as interest rates 
increase and, conversely, tends to increase as interest rates decline. However, when the 
market price of the common stock underlying a convertible security exceeds the conversion 
price, the convertible security tends to reflect the market price of the underlying common 
stock. As the market price of the underlying common stock declines, the convertible 
security tends to trade increasingly on a yield basis and thus, may not decline in price to 
the same extent as the underlying common stock. If a convertible security held by a client 
is called for redemption, the client will be required to permit the issuer to redeem the 
security, convert it into the underlying stock or sell it to a third party. Any of these actions 
could have an adverse effect on the client’s ability to achieve its objective. 

 
Foreign Investments. We may trade non-U.S. securities and other instruments denominated 
in non-U.S. currencies and/or traded outside of the U.S., as well as securities and other 
instruments of companies having substantial profits and/or revenues generated in non-U.S. 
currencies. Such transactions require consideration of certain risks not typically associated 
with trading in U.S. securities or other instruments. Such risks include unfavorable  
currency exchange rate developments, restrictions on repatriation of investment income 
and capital, imposition of exchange control regulation by the U.S. or foreign governments, 
confiscatory taxation and economic or political instability in foreign nations. In addition, 
there may be less publicly available information about certain non-U.S. companies than 
would be the case for comparable companies in the U.S., and certain non-U.S. 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. 

 
Transaction costs of investing in non-U.S. securities markets are generally higher than in 
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the United States. There is generally less government supervision and regulation of 
exchanges, brokers and issuers outside the United States than there is in the United States. 
Clients might have greater difficulty taking appropriate legal action in non-U.S. courts. 
Non-U.S. markets also have different clearance and settlement procedures which, in some 
markets, could at times fail to keep pace with the volume of transactions, thereby creating 
substantial delays and settlement failures that could adversely affect clients’ performance. 

 
Currency Risks. We may on behalf of our clients invest in securities and other instruments 
denominated or quoted in currencies other than the U.S. Dollar. In connection therewith, 
the Adviser may hedge against the resulting currency exposure wherever economically 
prudent. However, changes in currency exchange rates will affect the value of a client’s 
portfolio and the unrealized appreciation or depreciation of investments. Additionally, such 
hedging transactions may include a credit component pursuant to which a client may be 
required to grant to its hedging counterparty a security interest in certain of its assets. 
Accordingly, in such a case, if a client defaults with respect to a currency hedging 
transaction, then the hedging counterparty could lay claim to an interest in such assets. 

 
Further, a client may incur costs in connection with conversions between various 
currencies. Foreign currency exchange dealers realize a profit based on the difference 
between the prices at which they are buying and selling various currencies. Thus, a dealer 
normally will offer to sell currency to a client at one rate, while offering a lesser rate of 
exchange should a client desire immediately to resell that currency to the dealer. A client 
will conduct its currency exchange transactions on a spot (i.e., cash) basis at the spot rate 
prevailing in the currency exchange market. A client may also take speculative positions 
in currencies, which will be subject to the same risks discussed above. 

 
Derivatives Generally. Derivative instruments, or “derivatives,” include options, futures, 
swaps, structured securities and other instruments and contracts that are derived from, or 
the value of which is related to, one or more underlying securities, financial benchmarks, 
financial assets, currencies or indices. Derivatives allow an investor to hedge or speculate 
upon the price movements of a particular security, financial benchmark, financial asset, 
currency or index at a fraction of the cost of investing in the underlying asset. We may seek 
to utilize derivatives on behalf of our clients for these or other reasons, however, there is 
no assurance that derivatives that we wish to utilize will be available at any particular times 
upon satisfactory terms or at all. 

 
The value of a derivative is frequently difficult to determine and depends on a variety of 
factors including (but not limited to) price of the underlying asset(s), volatilities, 
correlations, interest rates, credit spreads. Therefore, many of the risks applicable to trading 
the underlying asset are also applicable to derivatives of such asset. However, there are a 
number of other 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 clients to the possibility of a loss exceeding the original amount invested. OTC 
derivatives generally are not assignable except by agreement between the parties 
concerned, and no party or purchaser has any obligation to permit such assignments. The 
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OTC market for derivatives is relatively illiquid. In the case of OTC derivatives contracts, 
clients are subject to the credit risk of the counterparty. 

 
Clients may, in the future, take advantage of opportunities with respect to certain other 
derivative instruments that are not presently contemplated for use or that are currently not 
available, but that may be developed, to the extent such opportunities are both consistent 
with their investment objective and legally permissible. Special risks may apply to 
instruments that are invested in by clients in the future that cannot be determined at this 
time or until such instruments are developed or invested in by clients. 

 
Call Options. There are risks associated with the sale and purchase of call options. The 
seller (writer) of a call option which is covered (e.g., the writer holds the underlying 
security) assumes the risk of a decline in the market price of the underlying security below 
the purchase price of the underlying security less the premium received and gives up the 
opportunity for gain on the underlying security above the exercise price of the option. If 
the seller of the call option owns a call option covering an equivalent number of shares 
with an exercise price equal to or less than the exercise price of the call written, the position 
is “fully hedged” if the option owned expires at the same time or later than the option 
written. The seller of an uncovered call option assumes the risk of a theoretically unlimited 
increase in the market price of the underlying security above the exercise price of the 
option. The buyer of a call option assumes the risk of losing its entire investment in the call 
option. 

 
Put Options. There are risks associated with the sale and purchase of put options. The seller 
(writer) of a put option which is covered (e.g., the writer has a short position in the 
underlying security) assumes the risk of an increase in the market price of the underlying 
security above the sales price (in establishing the short position) of the underlying security 
plus the premium received and gives up the opportunity for gain on the underlying security 
below the exercise price of the option. If the seller of the put option owns a put option 
covering an equivalent number of shares with an exercise price equal to or greater than the 
exercise price of the put written, the position is “fully hedged” if the option owned expires 
at the same time or later than the option written. The seller of an uncovered put option 
assumes the risk of a decline in the market price of the underlying security below the 
exercise price of the option. The buyer of a put option assumes the risk of losing its entire 
investment in the put option. 

 
Index or Index Options. The value of an index or index option fluctuates with changes in 
the market values of the securities included in the index. Because the value of an index or 
index option depends upon movements in the level of the index rather than the price of a 
particular security, whether clients will realize appreciation or depreciation from the 
purchase or writing of options on indices depends upon movements in the level of 
instrument prices in the security market generally or, in the case of certain indices, in an 
industry or market segment, rather than movements in the price of particular securities. 

 
Exchange Traded Funds (“ETFs”). ETFs are generally structured to invest in all or a 
representative sample of the securities that generally replicate the price and yield 
performance of an underlying market index or sector such as a broad stock market, industry 
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sector, domestic or international equity or fixed income, or U.S. or foreign government 
bond. ETF shares are traded on stock exchanges and markets at open market prices that 
generally track the net asset value per share of the ETF. Direct issuances and redemption 
of ETF shares at the ETF’s net asset value per share only occur in large blocks (or creation 
units) transacted between the ETF and authorized institutional purchasers on an in-kind 
basis. An exchange traded sector fund may be adversely affected by the performance of 
that specific sector or group of industries on which it is based. International investments 
may involve risk of capital loss from unfavorable fluctuations in currency values, 
differences in generally accepted accounting principles, or economic and/or political 
instability in other nations and/or other factors. Although index-based ETFs are designed 
to provide investment results that generally correspond to the price and yield performance 
of their respective underlying indices, ETFs may not be able to replicate exactly the 
performance of the indices because of their expenses and other factors. ETF shares may 
trade at either a discount or premium to their underlying net asset value. The purchase or 
sale of ETF shares on the secondary market involves the payment of brokerage 
commissions, and the purchase and redemption of creation units involves other transaction 
costs and brokerage commissions. Investors in ETFs also directly bear the ETF’s costs 
associated with its payment of investment management fees and fees for administrative, 
custodial or other services and thus investors in the clients will indirectly incur an additional 
layer of fees and expenses. 

 
Counterparty Risk. Some of the markets in which clients effect transactions are “over-the- 
counter” or “interdealer” markets. The participants in such markets are typically not subject 
to credit evaluation and regulatory oversight as are members of “exchange based” markets. 
This exposes 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, thus causing clients to suffer 
a loss. Such “counterparty risk” is accentuated for contracts with longer maturities where 
events may intervene to prevent settlement, or where the client has concentrated its 
transactions with a single or small group of counterparties. We are not restricted from 
dealing with any particular counterparty or from concentrating any or all of its transactions 
with one counterparty. Our ability to transact business with any one or number of 
counterparties, the lack of any meaningful and independent evaluation of such 
counterparties’ financial capabilities and the absence of a regulated market to facilitate 
settlement may increase the potential for losses by our clients. 

 
Our investment strategies may require the use of transactions that expose clients to the 
credit of its counterparties, and vice versa. For example, we may seek to borrow securities 
intending to sell them short and may enter into long and short derivative positions. All of 
these transactions, and transactions similar to them, are governed by documents, industry 
standards, market customs and practices, the parties’ prior course of dealing and by the 
covenant of good faith and fair dealing. At times, and especially in times of market stress, 
these credit exposures may come under stress, normal business conduct may be interrupted, 
and normal legal protections may prove inadequate or may fail to provide timely relief. 
Should it become necessary to remove or reduce exposure to a particular counterparty, 
there can be no guarantee that a satisfactory alternative will be available, or even if one is 
available, that clients will be able to avail itself of that alternative. As a consequence, it is 
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possible that any unwinding of the credit exposure may prove costly and thereby damage 
clients. 

 
Risk of Default or Bankruptcy of Third Parties. We may engage in transactions for clients 
in securities and financial instruments that involve counterparties. Under certain 
conditions, clients could suffer losses if a counterparty to a transaction were to default or 
if the market for certain securities and/or financial instruments were to become illiquid. In 
addition, clients could suffer losses if there were a default or bankruptcy by certain other 
third parties, including brokerage firms and banks with which clients do business, or to 
which securities have been entrusted for custodial purposes. For example, if one of a 
client’s prime brokers or custodians were to become insolvent or file for bankruptcy, a 
client could suffer significant losses with respect to any securities held by such firm. 

 
Additionally, under U.S. Commodity Futures Trading Commission (the “CFTC”) 
regulations, “futures commission merchants” (“FCMs”) are required to maintain 
customers’ assets in a segregated account. If a client’s FCM fails to do so, under certain 
circumstances, such as the inability of another customer of the FCM or the FCM itself to 
satisfy substantial deficiencies in the other customer’s account, the client may be subject 
to a risk of loss of its assets on deposit with such prime broker. In the case of any 
bankruptcy or customer loss, a client might recover, even with respect to property 
specifically traceable to the client, only a pro rata share of all property available for 
distribution to all of the FCM’s customers. 

 
Short Sales. A short sale involves the sale of a security that a client does not own in the 
expectation of purchasing the same security (or a security exchangeable therefor) at a later 
date at a lower price. To make delivery to the buyer, the client must borrow the security 
and the client is obligated to return the security to the lender, which is accomplished by a 
later purchase of the security by the client. When a client makes a short sale in the United 
States, it must leave the proceeds thereof with the broker and it must also deposit with the 
broker an amount of cash or U.S. government or other securities sufficient under current 
margin regulations to collateralize its obligation to replace the borrowed securities that 
have been sold. If short sales are effected on a foreign exchange, such transactions will be 
governed by local law. A short sale involves the risk of a theoretically unlimited increase 
in the market price of the security that would result in a theoretically unlimited loss to 
clients. The extent to which clients will engage in short sales will depend upon our 
investment strategy and perception of market direction and the value of individual 
securities. We may engage in short sales on behalf of clients as a hedge against potential 
market declines and/or based on its fundamental analysis of the subject issuers. 

 
similar agreements, a client may lend securities from its portfolio to brokers, dealers and 
financial institutions and receive collateral in the form of cash and securities in an amount 
equal to or greater than the current market value of the loaned securities, including any 
accrued interest or dividend receivable. During the term of such loan, a client will not retain 
all incidents of beneficial ownership as to the loaned portfolio securities, including voting 
rights. It will, however, generally retain the rights to interest or other distributions, and will 
have the right to regain record ownership of the loaned securities to exercise such beneficial 
rights. Such loans will be terminable at any time upon sufficient notice to the other party. 
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It should be noted that, pursuant to a client’s account agreement with prime brokers, the 
prime brokers may, under certain circumstances, lend securities to third parties without 
notice to a client and without providing any collateral to a client. If a prime broker makes 
such loans of securities from a client’s account, a client may not be able to vote such 
securities. In addition, if a prime broker were to become insolvent in the United States, a 
client would not have a claim against any specific assets of such prime broker but would 
have a claim against the pool of assets held for the benefit of such prime broker’s 
customers. Jurisdictions outside of the United States may not provide any similar rights to 
a client. 

 
Purchasing Securities of Initial Public Offerings and Special Purpose Acquisition 
Companies (“SPAC”). A client may purchase securities of companies during their initial 
public offerings or shortly thereafter. Special risks associated with these securities may 
include a limited number of shares available for trading, unseasoned trading, lack of 
investor knowledge of the companies and limited operating histories. These factors may 
contribute to substantial price volatility for the shares of these companies. The limited 
number of shares available for trading in some initial public offerings may make it more 
difficult for a client to buy or sell significant amounts of shares without an unfavorable 
impact on prevailing market prices. In addition, some companies engaged in initial public 
offerings are involved in relatively new industries or lines of business, which may not be 
widely understood by investors. Some of these companies may be undercapitalized or 
regarded as developmental stage companies, without revenues or operating income, or the 
near-term prospects of achieving them. 

 
In addition to traditional initial public offerings in which a client may invest, certain clients 
will invest in SPACs. Prior to the announcement of an acquisition, SPACs generally trade 
at or near the cash value in the trust. SPAC equity holders can ultimately redeem their 
shares for cash value approximately equal to the initial public offering price upon the 
announcement of an acquisition or if the SPAC fails to find an acquisition after a given 
period of time. As a strategy, certain clients will hold SPACs until the deal announcement, 
at which point such client will seek to monetize the investment. If the Adviser determines 
that the SPAC is an attractive investment to hold after the announcement of an acquisition, 
the security is typically hedged with an energy or energy related company in a similar 
vertical acquired by the SPAC. Special risks associated with an investment in a SPAC 
include, without limitation, lack of operating history or ongoing business other than to seek 
a potential acquisition and limited liquidity during the life of the SPAC. 

 
Herding Risk. The substantial growth of the hedge fund industry and funds trading large 
highly leveraged positions of the same nature as those held by other funds have augmented 
herding risks. While the Adviser typically strives not to invest, on behalf of a client, in 
securities and/or other instruments that are broadly followed by other funds, such funds 
may later discover opportunities in the same securities and/or other instruments in which a 
client has already invested. Whatever the “fair price” of a security, instrument or a 
relationship, its trading price is sometimes radically altered or influenced by the market 
activity of traders executing parallel trading programs. This factor may provide surprising 
and sudden losses at unpredictable times, even after long periods of calm. The negative 
impact of herding is greatest when markets are under stress and traders holding large 
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leveraged positions seek to liquidate or cover positions simultaneously. 
 
Inside Information. From time to time, the Adviser and its affiliates may come into 
possession of inside information concerning specific companies. Under applicable 
securities laws, this may limit a client’s ability to buy or sell securities issued by such 
companies. If a client holds the securities of a company with respect to which the Adviser 
is in possession of inside information, a client may be restricted from trading the securities 
of such company for an indefinite period of time, which could result in losses to a client. 

 
Significant Positions; Shareholder Activism. We may on behalf of our clients take 
significant positions in portfolio companies that result in a client acquiring (i) more than 
five percent (5%) of a class of securities of a single issuer which would require the filing 
of a Schedule 13D or 13G statement with the SEC, or (ii) more than ten percent (10%) of 
a class of securities of a single issuer (which would impose certain limitations on a client’s 
ability to trade in such securities, including the restrictions of Section 16 of the U.S. 
Securities Exchange Act of 1934, as amended (the “Exchange Act”)). 

 
At times, a client may engage in proxy contests, takeover bids, shareholder class actions or 
other litigation, or other activity which may place a client in a high-profile position which 
is adverse to issuer management and/or other security holders. A client may, as a result of 
such techniques or otherwise, obtain a controlling or other substantial position in any public 
or private company. A client may become subject to regulatory proceedings or other 
litigation. 

 
At various times, the Adviser may agree with unrelated third parties to coordinate 
investments in activist positions. If any such third parties suffer damage to their reputation, 
a client may also incur damage to its reputation as a result of the group association. The 
Adviser may agree with such parties not to purchase and/or sell the applicable securities or 
related securities without the consent of such parties and may agree with such parties to 
vote or not to vote such securities in a certain manner. This may result in a client being 
unable to engage in certain transactions when the Adviser would otherwise deem it 
desirable. Under U.S. law, the formation of a “group” may result in a client’s being deemed 
to own in excess of ten percent (10%) of an issuer’s securities even when a client’s position 
itself is less than ten percent (10%) thereby resulting in “short-swing” transaction reporting 
and potential forfeiture obligations. 

 
A client’s ability to realize value from certain of its positions may depend upon the ability 
of the Adviser to influence the management of a portfolio company to take certain actions, 
including, for example, a recapitalization, restructuring, spin-off, sale of the business or 
change in management. If the Adviser is incorrect in its assessment of the impact such 
action will have on the value of the portfolio company, or if it is unsuccessful in persuading 
the portfolio company’s management to take the desired action, a client may sustain a loss 
on its position. 

 
Changes and Uncertainty in U.S. and International Regulation. Clients may be adversely 
affected by uncertainties such as international and domestic political developments, 
changes in government policies, taxation, restrictions on foreign investment and currency 
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repatriation, currency fluctuations and other developments in the laws and regulations of 
the countries to which they are exposed through their investments or investor base. During 
this period of uncertainty, market participants may react quickly to unconfirmed reports or 
information and as a result there may be increased market volatility. This unpredictability 
could cause us to alter investment and trading plans, including the holding period of 
positions and the nature of instruments used to achieve clients’ investment objectives. 

 
In the United States, we and our clients may be adversely affected as a result of new or 
revised legislation or regulations imposed by the SEC, the Financial Stability Oversight 
Council, and other U.S. governmental regulatory authorities or self-regulatory 
organizations that supervise the financial markets. In addition, the securities and futures 
markets are subject to comprehensive statutes and regulations, including margin 
requirements. Regulators and self-regulatory organizations and exchanges are authorized 
to take extraordinary actions in the event of market emergencies. The Dodd-Frank Wall 
Street Reform and Consumer Protection Act, as amended (the “Dodd-Frank Act”), and the 
rules promulgated thereunder could result in us and our clients becoming subject to 
additional regulatory compliance burdens and trade reporting, which may add significant 
costs to clients. The Dodd-Frank Act endows the SEC, the CFTC, and other regulators with 
discretionary authority to write and interpret new rules. The ultimate impact of the Dodd- 
Frank Act on us and our clients is unclear and will depend in large part on the regulations 
that the CFTC and SEC promulgate, as well as any legislative changes that may be made. 
There is speculation that some of the provisions of the Dodd-Frank Act and rules and 
regulations promulgated thereunder may be revised, repealed or amended. The impact of 
any such changes is unknown. We do not undertake to update clients or their investors 
upon such changes or finalization of any such regulations. 

 
Business Continuity. Various force majeure events, including acts of God, natural disasters 
such as fire, flood or earthquakes, wars, terrorist acts, outbreaks of infectious disease, 
epidemics, pandemics or other serious public health concerns, cyber-attacks, technology 
and/or power failures, labor strikes, or geopolitical or other extraordinary, or other 
unforeseen circumstances or events, may materially disrupt the Adviser’s business and 
operations, or the business and operations of any counterparty or service provider to the 
Adviser or the clients, and the clients may be adversely affected thereby. For example, if a 
significant number of the Adviser’s personnel were to be unavailable in a force majeure 
event (such as war, terror attack or an outbreak of infectious disease), the Adviser’s ability 
to effectively conduct a client’s business could be severely compromised. In addition, the 
cost to clients, the Adviser or its affiliates of repairing or replacing damaged assets or 
systems resulting from such force majeure event could be considerable. While the Adviser 
has adopted certain policies and procedures designed to restore and/or continue its business 
and operations in such situations, there is no guarantee that such policies and procedures 
will be effective in any of such situations or will be implemented in time, and the clients 
may be adversely affected thereby. 

 
Market Disruption Events and Geopolitical Risks. The clients may trade in different 
markets and different kinds of instrument types. It is possible that as a result of war, terrorist 
act, natural disaster, outbreak of infectious disease, epidemic, pandemic or other serious 
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public health concern, or geopolitical or other extraordinary or unforeseen circumstance or 
event (a “Market Disruption Event”), one or more of these markets may cease operating 
for a limited or indeterminable period of time. In that event, it may be difficult for the 
Adviser to value the positions that trade in the affected markets, and clients may be exposed 
to significant movements in the perceived value of instruments without having the ability 
to trade those instruments. 

 
Additionally, Market Disruption Events may have a substantial effect on economies and 
securities markets in the U.S. or worldwide and could materially adversely affect individual 
issuers or related groups of issuers, securities markets, interest rates, credit ratings, 
inflation, investor sentiment, and other factors affecting the value of client investments. 
Market Disruption Events could also affect the principal prime brokers and custodians that 
carry and clear clients’ trades and positions. The inability of key marketplace 
intermediaries to function could have an adverse impact upon liquidity as well as the ability 
of clients to trade their positions. Market Disruption Events could also have a direct 
physical impact upon clients’ and/or the Adviser’s operations, including the destruction of 
their facilities and/or incapacity or loss of life to key personnel. 

 
The inability to predict the timing, location, source and severity of such event or events 
make it difficult to provide assurances that clients would not suffer material adverse 
consequences should a Market Disruption Event occur. 

 
Changes in Investment Strategy. We have considerable discretion in choosing the securities 
that may be acquired and have the right to modify the investment strategy, selection criteria, 
or hedging techniques used by a client without the consent of the client, unless provided 
otherwise in our written agreement with such client. Any of these new investment techniques 
may not be thoroughly tested in the market before being employed and may have 
operational or theoretical shortcomings, which could result in unsuccessful investments 
and, ultimately, losses to clients. In addition, any new investment strategy or hedging 
technique developed may be more speculative than earlier techniques and may increase the 
risk of loss by clients. 

 
Item 9 - Disciplinary Information 

 
There have been no legal or disciplinary events that would be material to a client’s or 
prospective client’s evaluation of our advisory business or the integrity of our management. 

 
Item 10 - Other Financial Industry Activities and Affiliations 

 
As described above in Item 4, the Adviser and the General Partner are principally owned 
by Sameer Sethna, Sean Grant and Craig Lucas. 

 
We and our affiliates are subject, and each of us and our clients are exposed, to a number 
of actual and potential conflicts of interest. Any such conflict of interest could have a 
material adverse effect on our clients (and on investors in the Funds). However, the 
existence of an actual or potential conflict of interest does not mean that it will be acted 
upon to the detriment of any client. When a conflict of interest arises, we will endeavor to 
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ensure that the conflict is resolved fairly and in an equitable manner that is consistent with 
our fiduciary duties to the relevant client(s). We have in place policies and procedures that 
we believe are reasonably designed to identify and resolve actual and potential conflicts of 
interest. However, there can be no assurance that these policies and procedures will be 
successful in identifying or mitigating all actual or potential conflicts of interest. 

 
Our management of clients may result in conflicts of interests when we and our related 
persons allocate time and investment opportunities among our clients (including clients in 
which we or our related persons may be invested). In addition, terms regarding fees and 
performance-based compensation may differ among our clients. This may result in a 
conflict of interest when we allocate opportunities among our clients because we have an 
incentive to favor clients that have higher fee and/or performance-based compensation 
arrangements as well as clients in which we or our related persons have invested. To avoid 
such conflicts of interest we generally follow documented procedures in allocating 
opportunities among such accounts, which do not take into account the fees or 
performance-based compensation to which such clients are subject or the investment in 
such clients by us or our related persons. 

 
The Adviser, the General Partner, and their principals and affiliates may determine, in their 
sole discretion, to participate in investments with persons not affiliated with our clients. In 
addition, we expect to offer to certain clients, including investors that make a certain 
minimum commitment to a Fund, or to any third party, the opportunity to co-invest in 
opportunities in which a client has invested or that become available to a client. We may 
offer such opportunities to investors that we select in our sole discretion without notice to 
or the consent of any other client or investor. The economic and other terms of any co- 
investment will be determined by us in our discretion on a case-by-case basis, and we may 
receive fees and/or allocations from co-investors, which may differ among co-investors 
and also may differ from the fees and/or allocations borne by our clients (or investors in 
the Funds). 

 
Certain advisors and other service providers, or their affiliates, to our clients may also 
provide services to or have business, personal, familial, political, financial or other 
relationships with us or our affiliates. Such advisors and service providers may be our 
clients or investors in the Funds, sources of investment opportunities for us or our clients, 
or co-investors with or counterparties to transactions involving the foregoing. These 
relationships may influence us in deciding whether to select or recommend any such 
advisor or service provider to perform services for our clients (the cost of which will 
generally be borne directly or indirectly by such clients). Notwithstanding the foregoing, 
we will generally seek to engage advisors and service providers for our clients on the basis 
of, without limitation, the overall quality of advice and other services provided. 

 
In addition, we may have a conflict of interest where a service provider (e.g., legal counsel 
or accountants) provides services directly to us or one of our affiliates, and separately 
provides services to one or more clients, in that we or our affiliates may potentially obtain 
services at a lower cost (or obtain other terms that are more beneficial) than we or our 
affiliates otherwise could have as a result of the service provider’s work performed on 
behalf of, and the compensation paid to the service provider by, such clients. In particular, 
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unless inconsistent with our applicable written client agreement, costs associated with 
services rendered to the benefit of a client may be borne by such client. We and our 
affiliates may use some of the same service providers as are retained on behalf of one or 
more clients and, in some cases, fee rates, amounts or discounts may be offered to us and 
our affiliates by a third-party service provider which differ from those offered to a client 
as a result of scheduled or ad hoc rate changes, differences in the scope, type or nature of 
the service or transaction, alternative fee arrangements and negotiation. 

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

 
We have adopted a Code of Ethics (the “Code of Ethics”) which provides that we are 
committed to conducting our business in accordance with all applicable laws and 
regulations and in an ethical and professional manner. In addition, we recognize that we 
have a fiduciary duty to our clients, and that we must conduct our business in a manner that 
enables us to fulfill this fiduciary duty. In this regard, we have developed policies and 
procedures in our Code of Ethics that are premised on fundamental principles of openness, 
integrity, honesty and trust. In addition, among other things, our Code of Ethics governs 
all personal investment transactions by our employees, our policies with respect to gifts 
and entertainment, compliance with applicable federal securities laws, the manner in which 
violations of our Code of Ethics are to be reported, and certain other outside activities of 
our employees. We will provide a copy of our Code of Ethics to any client or prospective 
client upon request. 

 
Under our Code of Ethics, we place certain restrictions on the personal trading activities of 
our employees and their immediate family members. For example, our employees may 
participate in initial public offerings and limited offerings, such as hedge funds, private 
equity funds or other types of private offerings, subject to pre-clearance procedures. In 
addition, it is possible that our employees may invest in the same securities (or related 
securities, such as warrants, options or futures) that we recommend to clients. As a result 
of differing trading and investment strategies or constraints, positions taken by our 
employees can be the same as or different from, or made contemporaneously or at different 
times than, positions taken for our clients. As these situations involve potential conflicts of 
interest, our Code of Ethics is intended to identify and prevent actual conflicts of interest 
with clients and to resolve such conflicts appropriately if they do occur. For example, our 
employees are required to disclose their personal securities holdings on an initial and 
annual basis, and their personal securities transactions quarterly, which requirements are 
designed to address potential conflicts of interest that might interfere or appear to interfere 
with making decisions in the best interest of our clients. 

 
Subject to applicable law, we may effect transactions between clients (generally for 
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rebalancing purposes and to correct misallocations of trades) where one client will 
purchase securities from another client (including a private investment fund or account in 
which we, our affiliates, principals or employees may have a significant interest). Such 
transactions (i.e., cross trades) will be effected only when we believe that such transactions 
are in the best interest of the applicable clients. Such transactions will be placed through 
an unaffiliated broker-dealer or custodian, will not involve any accounts subject to ERISA, 
and will be effected for cash consideration, at prices that reflect prevailing market 
conditions. In addition, no brokerage commission or transfer fee will be paid to us or our 
affiliates in connection with any such transaction. Any transaction costs incurred in 
connection with any such transaction will be shared pro rata between the applicable clients. 

 
In the event that we effect a cross trade between an account in which we or our principal 
owns more than twenty five percent (25%) and a client account, such transaction may be 
deemed to be a principal transaction under the Advisers Act. Such transactions would 
create a conflict of interest for us because we may put our or our principal’s interests in 
such accounts before the interests of our client in the other account. We will not effect any 
cross trades between accounts if we believe that such trade would result in a principal 
transaction, unless: 

 
1) We believe that such transaction is in the best interest of the clients 

participating in the transaction; and 
 

2) We obtain the consent of the applicable clients to the extent required under 
the Advisers Act (which, in the case of a Fund, may include the consent of 
its independent governance committee). 

 
We may buy or sell securities for one client at the same time that we or our related persons 
buy or sell the same security for one or more other clients (including Funds which are our 
related persons). This will typically happen when more than one client is capable of 
purchasing or selling a particular security based on investment objectives, available cash 
and other factors. This may create a conflict of interest if one account may benefit from 
making the trade before or after the other account. We will generally seek to aggregate 
trades, as described below in Item 12 under “Aggregation of Orders,” to avoid any such 
conflict of interest. 

 
Item 12 - Brokerage Practices 

 
Selection of Brokers 

 
In placing portfolio transactions for our clients, we seek to obtain the best execution for 
clients’ accounts, taking into account the following factors (without limitation): the ability 
to effect prompt and reliable executions at favorable prices (including the applicable dealer 
spread or commission, if any); the operational efficiency with which transactions are 
effected, taking into account the size of order and difficulty of execution; the financial 
strength, integrity and stability of the broker; the firm’s risk in positioning a block of 
securities; the quality, comprehensiveness and frequency of available research services 
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considered to be of value; and the competitiveness of commission rates in comparison with 
other brokers satisfying our selection criteria. 

 
Brokers sometimes suggest a level of business they would like to receive in return for the 
various services they provide. We have not committed to provide any level of brokerage 
business to any broker to date, and actual brokerage business received by any broker may 
be less than the suggested allocations but can (and often does) exceed the suggestions, 
because total brokerage is allocated on the basis of all the considerations described above. 

 
We have adopted policies and procedures intended to seek best execution on an ongoing 
basis for securities transactions, based upon the aforementioned factors. We periodically 
evaluate the execution performance of the broker-dealers we use to execute client 
transactions. We also evaluate, and seek to resolve, any conflicts of interest that we may 
have in selecting brokers to execute client transactions. 

 
In the event that we direct client transactions to a particular broker-dealer in return for soft 
dollar benefits, we will generally follow the same practices described above when selecting 
such broker-dealer. 

 
Research and Other Soft Dollar Benefits 

 
We enter into soft dollar arrangements with brokers. Soft dollar arrangements arise when 
an investment adviser obtains products and services, other than securities execution, from 
a broker in return for directing client securities transactions to the broker. Soft dollar 
arrangements pose a conflict of interest for us in that such arrangements allow us to pay 
with client commissions expenses that would otherwise be borne by us. In the event that 
we use client brokerage commissions (or markups or markdowns) to obtain research or 
other products or services, we would receive a benefit because we do not have to produce 
or pay for the research, products or services. We believe that this conflict is mitigated 
because our clients will generally pay for research as a “hard dollar” expense pursuant to 
their respective investment management agreements. We may have an incentive to select 
a broker based on our interest in receiving the research or other products or services offered 
by such broker, rather than on our clients’ interests in receiving most favorable execution. 

 
We execute securities transactions on behalf of client accounts with broker-dealers that 
provide us with access to proprietary research reports (such as standard investment research 
and credit reports). To our knowledge, these services are generally made available to all 
institutional investors doing business with such broker-dealers. These bundled services are 
made available to us on an unsolicited basis and without regard to the rates of commissions 
charged or paid by client accounts or the volume of business that we direct to such broker- 
dealers. 

 
We comply with the safe harbor requirements of Section 28(e) of the Securities Exchange 
Act of 1934, as amended. Under this provision, in exercising our discretionary authority to 
select or arrange for the 
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selection of brokers for execution of transactions for our clients, and, subject to our duty to 
obtain best execution, we may consider the value of research and brokerage products and 
services (collectively, “Research”) provided by such brokers. Accordingly, if we determine 
in good faith that the amount of commissions charged by a broker is reasonable in relation 
to the value of the brokerage and products or services provided by such broker, our clients 
may pay commissions to such broker in an amount greater than the amount another broker 
might charge. 

 
Research that we acquire from brokers may include, among other things, proprietary 
research, which may be written or oral. Research products that we acquire from brokers 
may include, among other things, databases and quotation services, and Research services 
may include, among other things, research concerning market, economic and financial data, 
a particular aspect of economics or on the economy in general, statistical information, 
pricing data and availability of securities, financial publications, electronic market 
quotations, performance measurement services, analyses concerning specific securities, 
companies, industries or sectors, market, economic and financial studies and forecasts, 
appraisal services, and invitations to attend conferences or meetings with management or 
industry consultants. We may in the future acquire other Research with client brokerage 
commissions in accordance with our policies and procedures. 

 
Research provided by brokers may be used to service all client accounts and not exclusively 
in connection with the management of the client account that generated the particular soft 
dollar benefit. 

 
Where a product or service obtained with client commission dollars provides both research 
and non-research assistance to us, we will make a reasonable allocation of the cost which 
may be paid for with client commission dollars. 

 
Our prime broker(s) generally provide us with certain services, such as trade execution, 
securities lending, clearing, reporting, and settlement for equities, fixed income, foreign 
currency and options, and talent recruiting, among other services. From time to time, we 
utilize one or more of the services that are offered to us. Subject to applicable law, our 
prime brokers may also provide us with capital introduction services. Our clients will pay 
fees to the prime brokers in accordance with the fee schedules negotiated with such prime 
brokers. 

 
Brokerage for Client Referrals 

 
Subject to applicable law, we may direct some client brokerage business to brokers who 
refer prospective investors to the private investment funds we manage, consistent with best 
execution. Because such referrals, if any, are likely to benefit us but will provide an 
insignificant (if any) benefit to our clients, we have a conflict of interest with our clients 
when allocating client brokerage business to a broker who has referred investors to us. To 
prevent client brokerage commissions from being used to pay investor referral fees, we will 
not allocate client brokerage business to a referring broker unless we determine in good 
faith that the commissions payable to such broker are not materially higher than those 
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available from non-referring brokers offering services of substantially equal value to the 
client account. 

 
Trade Errors 

 
Subject to applicable law and the terms of our written agreements with clients, our clients 
will (i) be responsible for any losses resulting from trading errors and similar human errors, 
absent our gross negligence, fraud or willful misconduct, which, for the avoidance of doubt, 
will not include errors in judgment or mistakes made in good faith, in the performance of 
our obligations and duties (or those of our affiliates or personnel) in respect of our clients, 
and (ii) receive the gain from such trading errors, as the case may be. 

 
We face a potential conflict of interest because, should a trade error occur, generally we 
(and not an independent third party) would be the party that determines whether such trade 
error resulted from our gross negligence, fraud or willful misconduct. However, 
notwithstanding this potential conflict of interest, in all cases, we would make such 
determination in good faith. 

 
We may correct misallocations of trades among client accounts by re-allocating the 
applicable trade using the intended allocation methodology prior to the trade’s settlement 
date. If an erroneous allocation cannot be corrected prior to or after settlement, we may, if 
appropriate and subject to applicable law, correct such erroneous allocation by effecting a 
cross trade between client accounts at the price at which the initial trade was effected. 

 
Aggregation of Orders 

 
We will generally aggregate client trades, subject to best execution. Aggregation, or 
“bunching,” describes a procedure whereby an investment adviser combines the orders of 
two or more clients into a single order for the purpose of obtaining better prices and lower 
execution costs. Aggregation opportunities for us generally arise when more than one client 
is capable of purchasing or selling a particular security based on investment objectives, 
available cash and other factors. In such event, securities purchased or sold will generally 
be allocated among client accounts on an average price basis. When an aggregated order is 
only partially filled, we will allocate the investment opportunity in accordance with its 
Aggregation and Allocation Policy, which is available upon request. 

 
Clients may pay more to the extent that we do not, or are unable to, aggregate trades, as 
seeking to place separate, non-simultaneous transactions in the same security for multiple 
clients may negatively affect market price, transaction commissions and/or trade execution. 
A client’s nonparticipation in bunched trades may result in lost opportunities to purchase 
securities for such client’s account that other clients participating in bunched trades were 
able to purchase. 

 
Our brokerage practices, including our ability to receive soft dollar benefits or to enter into 
soft dollar arrangements or similar arrangements, as described above, may differ for certain 
clients based on the client’s applicable written agreement with us. 

 
  



Aventail Capital Group, LP Form ADV: Part 2A Page 33 
 

Item 13 - Review of Accounts 
Client accounts are typically reviewed by our Chief Operating Officer on a monthly basis 
for conformity to the objectives and risk criteria applicable to such accounts, and 
compliance with any applicable investment guidelines and restrictions. 

 
Investors in the Funds generally will receive a monthly account statement and audited 
financial statements on an annual basis. We also typically distribute, where applicable, tax 
reports to investors in the Funds. 

 
We have, and may in the future, enter into agreements (“side letters”) with one or more 
Fund investors that result  in investment terms that differ from the terms applicable to other 
investors in such Fund, including, without limitation, with respect to fees and/or 
performance-based allocations. In addition, pursuant to side letters, we may provide 
particular investors with more frequent and/or more detailed information regarding a 
Fund’s positions, performance, finances, and management and/or other information about 
such Fund or us (including, notification of senior employee departures, the commencement 
of disciplinary actions, legal proceedings, investigations or similar matters, or redemptions 
from the Funds by us, our affiliates and/or our respective personnel), possibly enabling 
such investors to better assess the prospects and performance of the Funds. As a result of 
such side letters, certain investors may receive additional rights and/or information that 
other investors will not necessarily receive. Subject to applicable law and contractual 
arrangements, we do not intend to disclose the terms of side letter agreements or other 
arrangements and do not intend to disclose the identities of the investors that have entered 
into such agreements with the Funds or us. We will not be required to offer such additional    
or different rights and terms to any or all other investors. 

 
We may provide certain additional reporting and/or portfolio information to any investor, 
or prospective investor, in a  Fund (or to any of our clients or prospective clients) who 
requests such information. This information may be provided in response to questions and 
requests and in connection with due diligence meetings and other communications but will 
not distributed to other  investors and prospective investors (or other clients or prospective 
clients) who do not request such information. Such information may affect a prospective 
investor’s (or prospective client’s) decision to invest, and investors and clients (which may 
include our personnel, affiliates and/or related persons) who receive such additional 
information may be able to act on such additional information. Each investor and client is 
responsible for asking such questions that it believes are necessary in order to make its 
own investment decisions and must decide for itself whether the limited information 
provided by us is sufficient for its needs. 

 
We may provide clients with reports in such forms and at such times as such clients and 
we may agree. 

 
The custodians of any separately managed accounts that we manage may send account 
statements to the owners of such accounts. In general, since a separately managed account 
client would directly own the positions in its account, such client may have full, real-time 
transparency as to all transactions and holdings in such account, and may be better able to 
assess the future prospects of a portfolio that is substantially similar to the portfolios of the 
private investment funds managed by us. Separately managed account clients may have the 
right to withdraw all or a portion of their capital from such accounts on shorter notice and/or 
with more frequency than the terms applicable to an investment in the private investment 
funds that we manage. 
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Item 14 - Client Referrals and Other Compensation 

 
Other than the circumstances described above in Item 12, we do not receive any economic 
benefits from non-clients in connection with the provision of investment advice or other 
advisory services to our clients. We may provide certain consulting services to companies 
in the Funds’ portfolio and receive compensation from the companies in consideration of 
the services provided. These Fees are in addition to Management fees. See Item 5, “Fees 
and Compensation.” 

 
Item 15 - Custody 

 
Client funds and securities are maintained by qualified custodians to the extent required by 
Rule 206(4)-2 under the Advisers Act. However, for purposes of the Advisers Act, we may 
be deemed to have custody of certain client assets. The owners of any separately managed 
accounts over which we have custody will receive account statements from the custodians 
for such accounts and are urged to carefully review those statements. To the extent that 
such account owners were to also receive account statements from us (which currently is 
not expected), they are urged to compare those statements with the statements that they 
receive from their custodians. 

 
Item 16 - Investment Discretion 

 
We have discretionary authority to manage securities accounts on behalf of our clients. 
Clients give us this discretionary authority when they enter into a written agreement with 
us. The investors in the private investment funds managed by us generally may not place 
any limits on our authority beyond the limitations set forth in the Fund Documents for such 
private investment funds. 

 
On a case-by-case basis, clients other than the Funds may negotiate certain risk and/or 
operating guidelines that we will adhere to when exercising our discretionary authority 
over such accounts. 

 
Item 17 - Voting Client Securities 

 
We have the authority to vote proxies on behalf of the Funds. We may be delegated the 
authority to vote proxies for other client accounts to the extent provided in a written 
agreement with a particular client. 

 
We have adopted proxy voting policies and procedures that are designed to ensure that in 
cases where we vote proxies with respect to client securities, such proxies are voted in the 
best interests of such clients, and that any material conflict of interest between our interests 
and the interests of our clients will be resolved in a manner that is consistent with the best 
interests of clients and in a manner not affected by such conflict of interest. 

 
To the extent that we are authorized to vote proxies for a client account, invest in a security 
for a client account for which a proxy vote may arise and receive timely notice of such 
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proxy from the client’s custodian, we will be guided by general fiduciary principles and 
will seek to act in a manner intended to enhance the overall economic value of the 
applicable security. There may be times (which may be frequent) when we are authorized 
to vote proxies for a client account and determine that refraining from voting is in the best 
interest of that client. For example, we may refrain from voting a client proxy when 
(without limitation): (i) the economic effect on shareholder’s interests or the value of the 
portfolio holding is indeterminable or insignificant; (ii) voting the proxy would unduly 
impair the investment management process; or (iii) the cost of voting the proxies outweighs 
the benefits or is otherwise impractical. In addition, we may abstain from voting a proxy 
on behalf of our clients’ accounts due to (1) de minimis holdings; (2) de minimis impact 
on the portfolio; (3) contractual arrangements with clients; (4) their authorized delegates 
or the failure of a proxy to provide sufficient information to allow for informed decision 
making; and/or (5) items relating to non-U.S. issuers (such as those described below). We 
may refrain from voting a proxy of a non-U.S. issuer due to logistical considerations that 
may have a detrimental effect on our ability to vote the proxy. These issues may include, 
but are not limited to: (a) proxy statements and ballots being written in a foreign language; 
(b) untimely notice of a shareholder meeting; (c) requirements to vote proxies in person; 
(d) restrictions on non-U.S. person’s ability to exercise votes; (e) restrictions on the sale of 
securities for a period of time in proximity to the shareholder meeting (e.g., share blocking); 
or (f) requirements to provide local agents with power of attorney to facilitate the voting 
instructions. 

 
To the extent that we have discretion to participate in class action lawsuits filed against 
companies or issuers in which our clients are invested, we may participate in such class 
action lawsuit if we believe that such participation is in the best interest of our clients on a 
case-by-case basis. 

 
We may engage a third-party proxy voting service to vote proxies on behalf of clients and 
in such case, we may, when it is believed to be in the best interest of clients, adopt such 
third-party’s proxy voting policies and guidelines; the cost of any such third-party proxy 
voting service may be borne by such clients, as applicable. If engaged, we generally expect 
that we would vote with the advice of the third-party proxy voting service whose 
recommendations are intended to be in the best economic interest of investors; however, 
we may override any recommendation of such proxy voting service that we do not believe 
is in the best interest of our clients. 

 
In the event that we do not accept proxy voting authority over a client’s securities, we 
generally will not accept questions about particular solicitations from such client, who 
should contact its custodian to coordinate receipt of proxies and other solicitations directly 
from the custodian. 

 
We currently do not permit clients to direct our vote in a particular solicitation. We may 
enter into arrangements with clients or other investment managers pursuant to which such 
clients or managers have responsibility to vote proxies according to their own policies and 
procedures or wishes (such as in the event that we advise a separately managed account or 
act as a sub-adviser to a private investment fund managed by a third-party manager). 
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A client may obtain a copy of our proxy voting policy and procedures upon request, as well 
as information about how we voted the client’s securities, by contacting us at the address 
on the cover page of this brochure. 

 
Item 18 - Financial Information 

 
Currently, there is no financial condition that is reasonably likely to impair our ability to 
meet contractual commitments to our clients. 

 
Item 19 - Requirements for State-Registered Advisers 

 
Not applicable. 
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