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This brochure provides information about the qualifications and business practices of Two Seas Capital LP 

(the “Adviser”), an investment adviser registered with the United States Securities and Exchange 

Commission (the “SEC”).  If you have any questions about the contents of this brochure, please contact us 

at 646.420.4504.  This information has not been approved or verified by the SEC or by any state securities 

authority. 

Additional information about Two Seas Capital LP also is available on the SEC’s website at 

www.adviserinfo.sec.gov. 

Registration with the SEC or with any state securities authority does not imply a certain level of skill or 

training. 
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Item 2. Material Changes 

Since the last version of the Brochure (March 31, 2023) the Adviser has made no material changes to the 

Brochure (other than updating the regulatory assets under management figure in Item 4 and certain 

updates to risk disclosures included in Item 8). 
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Item 4. Advisory Business 

The Adviser is an investment adviser with its principal place of business in Rye, New York.  The Adviser 

commenced operations in February 2020.  Sina Toussi is the principal owner of the Adviser. 

Discretionary Advisory Services 

The Adviser provides advisory services on a discretionary basis to certain pooled investment vehicles 

intended for sophisticated investors and institutional investors (each a “Fund” and collectively, the 

“Funds”).  The Adviser tailors and provides advisory services to the Funds based on the individual needs 

of each respective Fund as well as the specific investment objectives, investment strategies and any 

imposed investment guidelines or restrictions of such Fund as described in its investment advisory 

agreement(s) and/or each Fund’s governing and offering documents (the “Fund Documents”).  Certain 

affiliates or related persons of the Adviser also serve as the managing member or equivalent of the Funds.   

Fund investors generally cannot impose restrictions on investing in certain securities or types of securities.  

Investors in a Fund participate in the overall investment program for the Fund and generally cannot be 

excused from a particular investment except pursuant to the terms of the applicable Fund Documents.  In 

addition, one or more of the Funds for which the Adviser or its related person serves as the managing 

member or investment manager has entered into agreements, or “side letters,” with certain investors in 

the Funds whereby such investors may be subject to terms and conditions that are more advantageous 

than those set forth in the governing documents for the Fund.  For example, such terms and conditions 

may provide for enhanced governance rights; investment and capacity rights; reduced fees and 

performance compensation (which may be effected through rebate, offset or other mechanisms); special 

redemption rights; a waiver of other terms; rights to information not provided to other investors 

(including, without limitation, more detailed information regarding portfolio positions) and such other 

rights as negotiated by the Fund and such investor.  The modifications are solely at the discretion of any 

such Fund and may, among other things, be based on the size of the investor's investment in the Fund or 

affiliated investment entity. 

Non-Discretionary Advisory Services 

In addition, the Adviser provides advisory services on a non-discretionary basis to another third-party 

investment adviser (the “Account”).  The Adviser currently does not provide continuous and regular 

supervisory or management services to such non-discretionary Account.    

Hereinafter, the Account, together with the Funds, are referred to as “Clients”.  

Regulatory Assets Under Management 

As of December 31, 2023, adjusting for contributions on January 1, 2024, the Adviser had approximately  

$762,392,176 in regulatory assets under management, which it managed on a discretionary basis.   
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Item 5. Fees and Compensation 

Asset-Based Compensation 

The Adviser may be paid an asset-based management fee of 0.50% to 1.75% per annum for certain of its 

managed Funds, as further provided for in the relevant Fund Documents.  The asset-based management 

fees paid by certain Funds are determined based on the value of investor’s ratable share of the assets of 

the Fund (as further described in the Fund Documents of each Fund) at the beginning of the quarter.  

Investors who contribute assets on a date other than the first Business Day of a calendar quarter will be 

charged a pro-rated management fee based on the remainder of the quarter.  Management fees charged 

to Investors who withdraw assets on a date other than the last business day of the month, will be 

reimbursed to the Fund on a pro-rated basis based on the remaining days in the quarter.   

These fees are negotiable.  The Adviser may waive, reduce or otherwise modify the management fees for 

any investor in a Fund, including affiliates of the Adviser.  In addition, and as previously described in Item 

4 above, the Adviser may occasionally enter into a side letter arrangement with certain Fund investors, in 

which the Adviser or its affiliates may grant such investors with preferential terms, which may include fee 

reductions or waivers. 

Performance-Based Compensation 

The Adviser may be paid performance-based compensation, which is compensation that is based on a 

share of capital appreciation of the assets of a Client.  This compensation may be paid to the Adviser or a 

related person of the Adviser and, under certain circumstances, to certain strategic investors, and ranges 

from 10% to 30% of the Client’s profits, as further described in each such investment advisory agreement 

or Fund Documents.  In some cases, this is paid on an annual basis and in other cases it is paid out of 

amounts that would otherwise be distributed to a Client’s investors.  In some cases, such performance-

based compensation is not earned unless a minimum return of 7.5% to 10% annualized is achieved, as 

further provided for in the relevant Fund Documents.  

These fees are negotiable.  The Adviser may waive, reduce or otherwise modify the performance-based 

compensation for any investor in a Fund, including affiliates of the Adviser.  In addition, and as previously 

described in Item 4 above, the Adviser may occasionally enter into a side letter arrangement with certain 

Fund investors, in which the Adviser or its affiliates may grant such investors with preferential terms, 

which may include fee reductions or waivers. 

Payment of Fees 

With respect to Funds that pay an asset-based management fee to the Adviser, such management fees 

are paid in advance to the Adviser typically within the first fifteen business days of the calendar quarter.  

Additional fees charged for mid-quarter contributions or fee reductions resulting from mid-quarter 

withdrawals will be paid or reimbursed, as the case may be, typically within fifteen business of such 

contribution or withdrawal in accordance with such Fund Documents. 

For Funds managed by the Adviser, performance-based compensation is allocated to an affiliate of the 

Adviser on a crystallization event which could be created at the time of an investor withdrawal, end of the 

calendar year or on a distribution event, as the case may be.  For the Account managed by the Adviser, 

performance-based compensation is paid after the realization of income within such Account.  
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The specific manner in which the Adviser charges and pays fees is established and described in greater 

detail in the Fund Documents of the respective Fund.  Fund investors should refer to these Fund 

Documents for a complete understanding of how the Adviser is compensated for its advisory services. The 

information contained herein is a summary only and is qualified in its entirety by such documents. 

Other Fees and Expenses  

The expenses paid by Clients are set forth in detail in the investment advisory agreement or (if applicable) 

the Fund Documents of the relevant Client.  Such expenses may differ among and within Clients.  Clients, 

prospective Clients, Fund investors and prospective Fund investors should review the applicable advisory 

agreement or (if applicable) the Fund Documents carefully because such documents, and not the 

summary in this brochure, describe more specifically the expenses such Client will bear. 

In addition to paying the above compensation, each Fund will also be subject to other expenses, in 

accordance with such Fund’s governing documents, which may include, but is not limited to, all out-of-

pocket expenses incurred by the Funds or on their behalf that are directly related to the organization of 

the Funds including the initial offering of interests in the Funds, including legal fees related to the 

organization of the Funds, consultation with the Managing Member, drafting and negotiation of 

arrangements between the Funds and its service providers and Members and any similar costs and 

expenses; ongoing expenses, including, without limitation, all administrative fees and expenses, including 

any expenses incurred in the offering and sale of Interests, legal, accounting, insurance, consulting, 

auditing and tax services and fees, costs of communication with Members, costs for redeeming Members’ 

interests, risk management costs and expenses, costs to make any filings required under applicable law 

or regulation and fees and expenses of any administrator; investment expenses, including all brokerage 

fees and commissions, interest on margin accounts and other indebtedness, borrowing charges on 

Securities sold short, custodial fees, bank service fees and fees associated with insuring Fund Assets, costs 

of any outside appraisers, accountants, attorneys, administrators or other experts or consultants engaged 

in connection with specific transactions, expenses of research and data collection and analysis, 

withholding and transfer fees, clearing and settlement charges and any other expenses related to the 

purchase, sale or transfer of investments; litigation expenses including any legal fees and costs (including 

settlement costs) arising in connection with any litigation or regulatory investigation instituted against the 

Funds or the Adviser in connection with the investment activities or operations of the Funds; and travel 

expenses including all travel expenses relating to the Funds investing activities, including travel 

undertaken for the purpose of researching or monitoring actual or potential investments.  Some of the 

aforementioned expenses may be/are subject to an expense cap as described in the Fund Documents.  

In addition to paying advisory fees to the Adviser as described above, non-discretionary Account may also 

be subject to other expenses, that are not paid to or involve the Adviser, similar to those mentioned in 

the previous paragraph.  Given the non-discretionary nature of the Adviser’s relationship to the Account, 

the Adviser has minimal transparency to such expenses, other than those that directly impact the advisory 

services provided by the Adviser.  Such non-discretionary Account which receives similar investment 

recommendations may benefit from certain Investment expenses paid for by the Funds.  

Please refer to Item 12 of this Firm Brochure for a discussion of the Adviser’s brokerage practices.  
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Item 6. Performance-Based Fees and Side-by-Side Management 

As described in Item 5, the Adviser or an affiliate of the Adviser is entitled to be paid performance-based 

compensation by Clients.  Such performance-based compensation may create an incentive for the Adviser 

to make investments that are riskier or more speculative than would be the case in the absence of such 

performance-based compensation arrangements.  In addition, the Adviser’s investment personnel are 

typically compensated on a basis that includes a performance-based component.  Further, the variation 

of performance-based compensation structures among Clients may create an incentive for the Adviser to 

direct the best investment ideas to, or to allocate or sequence trades in favor of, a Client that bears higher 

performance-based compensation or performance-based compensation providing for payment to the 

Adviser at different times or over different time intervals than another Client. 

Certain Clients hold investments for which the Adviser or an affiliate receives performance-based 

compensation only upon the sale or deemed realization of the Client’s investments.  To the extent the 

Adviser or an affiliate is entitled to performance-based compensation from such Clients upon the sale or 

deemed realization of investments, the Adviser may have an incentive to delay the realization of such an 

investment. 

The Adviser has adopted and implemented policies and procedures intended to address conflicts of 

interest that may arise relating to the management of multiple accounts, including accounts with different 

fee arrangements, and the allocation of investment opportunities.  The Adviser reviews investment 

decisions for the purpose of evaluating whether all applicable accounts with substantially similar 

investment objectives are treated equitably over time.  The performance of similarly managed accounts 

will be regularly compared to determine whether there are any unexplained significant discrepancies.  In 

addition, the Adviser has adopted procedures relating to the allocation of investment opportunities which 

require that similarly managed accounts generally participate in investment opportunities pro rata based 

on asset size or in some other manner the Adviser considers fair and equitable over time.  To the extent 

orders are aggregated, the Adviser’s procedures generally require that Client orders are price-averaged.  

Finally, the Adviser’s procedures also require the objective allocation for limited opportunities (such as 

initial public offerings and private placements) to seek to ensure fair allocation among accounts as 

reasonably determined by the Adviser in accordance with such procedures.  These areas are monitored 

by the Adviser’s Chief Compliance Officer.  See also Items 8 (Conflicts of Interest) and Item 12 (Brokerage 

Practices) for additional information.   
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Item 7. Types of Clients 

The Adviser’s Clients are directly managed Funds along with other investment advisers. With respect to 

any Fund, any initial subscription minimums are disclosed in the respective Fund Documents.  The Adviser 

does not have any requirements for opening or maintaining an Account. 

The Adviser, however, is not precluded from advising Clients that are not listed above. 
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Item 8. Methods of Analysis, Investment Strategies and Risk of Loss 

The Adviser’s investment strategies primarily focus on investments that have a legal or regulatory-based 

catalyst and often an asymmetric risk/reward profile.  Investments can include event driven, special 

situation and distressed investments primarily in the North American, European and Emerging markets 

arising from corporate bankruptcies, corporate and sovereign debt restructurings, broken M&A 

transactions, commercial litigations, patent disputes, corporate malfeasance, regulatory and other 

events.  The Adviser may opportunistically invest anywhere in the capital structure, including equities, 

equity derivatives, debt instruments and more esoteric and complex asset classes.  The Adviser’s 

strategies emphasize investments in situations that it believes have misunderstood legal and regulatory 

risks.   

The Adviser utilizes a variety of methods and strategies, including fundamental research and in-depth 

legal analysis, to make investment decisions and recommendations.  The Adviser regularly obtains advice 

from attorneys, litigation consultants, accountants and other industry experts to assist in compiling such 

analysis.  

The Adviser may employ the following investment strategies: 

Special Situations/Event Driven Investing.  The Adviser may look for special situation or event driven 

investment opportunities, which involve evaluating both the value of the underlying securities and the 

timing and probability of a specific event, such as a bankruptcy filing, potential merger between two 

companies or a determination in a legal proceeding. 

Derivatives.  The Adviser may utilize a variety of financial instruments such as derivatives for profit and/or 

risk management purposes or to express the Adviser’s investment strategy more efficiently. 

Equity.  The Adviser’s equity strategy focuses primarily on securities with a litigation or regulatory 

component; however, the Adviser’s equity strategy can touch on a broad range of equity investment 

styles.  The Adviser has no capitalization or geographic restrictions as long as such equity investments are 

in line with the mandates of such Client.  

Short Selling.  The Adviser may engage in short selling strategies.  In a short sale transaction, the Adviser 

sells a security it does not own in anticipation that the market price of that security will decline.  The 

Adviser makes short sales (i) as a form of hedging to offset potential declines in long positions in similar 

securities, (ii) to hedge a position in the same issuer, (iii) in order to maintain flexibility and, (iv) for profit. 

Leverage.  The Adviser's investment program may utilize leverage which involves the borrowing of funds 

from brokerage firms, banks and other institutions in order to be able to increase the amount of capital 

available for marketable securities investments. 

Arbitrage Transactions.  The Adviser may engage in one or more types of arbitrage strategies.  Arbitrage 

strategies attempt to take advantage of perceived price discrepancies of identical or similar financial 

instruments, on different markets or in other forms.  The Adviser may engage in event-driven arbitrage, 

capital structure arbitrage and spread trades. 

Credit.  The Adviser may engage in a credit strategy.  The Adviser invests in credit-related assets across all 

levels of the capital structure, and in varying instruments including, investments in distressed debt 

securities and other financial instruments, high yield and investment grade loans and bonds, structured 



10 
 

credit and special situations.  The Adviser also may purchase trade creditor claims, bank debt or other 

non-publicly traded debt obligations of bankrupt or financially distressed enterprises.   

Growth.  The Adviser engages in a capital growth investment strategy wherein the Adviser attempts to 

select securities of a company whose earnings the Adviser expects to grow at an above-average rate 

compared to the company’s specific industry or the overall market. 

Activist Strategy.  The Adviser’s investment strategy may, from time to time, involve shareholder activism 

that may attempt to influence the companies in which some Client accounts invest.  The Adviser may also 

attempt to build strong relationships with management of the companies in which some Client accounts 

invest. 

Buy and Hold.  The Adviser may engage in buy and hold investment strategies wherein the Adviser buys 

securities and holds them for a relatively longer period of time, regardless of short-term factors such as 

fluctuations in the market or volatility of the stock price. 

Litigation Finance.  The Adviser may provide financing to a company to fund a potential litigation in 

exchange for a return of investment along with a share of the potential recovery. 

Distressed Investing.  The Adviser may invest in companies which are financially troubled, distressed or 

bankrupt, including investing in assets that are non-performing. 

These methods, strategies and investments involve risk of loss to Clients and Clients must be prepared to 

bear the loss of their entire contribution. 

Material Risks (Including Significant, or Unusual Risks) Relating to Investment Strategies: 

No investment is free of risk.  Clients as well as current and prospective Fund investors are cautioned that 

investments in securities involve risk of loss, including the possibility of a complete loss of the amount 

invested, and that they should be prepared to bear these risks.  In addition, Clients and investors in the 

Funds must understand that past performance is not indicative of future results. Therefore, current and 

prospective Clients should never assume that future performance of any specific investment or 

investment strategy will be profitable.  Investors in the Funds should also refer to the respective Fund 

Documents for a description of the risk factors specific to the Funds.   

The following summary identifies the material risks related to the Adviser’s significant investment 

strategies and should be carefully evaluated before making an investment with the Adviser; however, the 

following does not intend to identify all possible risks of an investment with the Adviser or provide a full 

description of the identified risks.  

Special Situations/Event Driven Investing Risks.  In any investment opportunity involving any such type of 

special situation, there exists the risk that the contemplated transaction or legal proceeding either will be 

unsuccessful, will take considerable time or will result in a distribution of cash or a new security the value 

of which will be less than the purchase price to the Adviser’s Client of the security or other financial 

instrument in respect of which such distribution is received.  Similarly, if an anticipated transaction does 

not in fact occur or such legal proceeding has an unfavorable ruling, the Adviser’s Client may be required 

to sell its investment at a loss.  Because there is substantial uncertainty concerning the outcome of 

transactions involving financially troubled companies in which the Adviser’s Client may invest, there is a 

potential risk of loss by the Adviser’s Client of its entire investment in such companies. 
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Analysis of Troubled, Distressed or Bankrupt Companies Risks.  The Adviser may invest in securities of 

issuers that are troubled, in distress or bankrupt.  As such, they are subject to a multitude of legal, industry, 

market, environmental and governmental forces that make analysis of these companies’ securities 

inherently uncertain.  Further, the Adviser may rely on company management, outside experts, market 

participants and personal experience to analyze potential investments.  There can be no assurance that 

any of these sources will prove credible or that the resultant analysis will produce accurate conclusions.  

Nature of Reorganization Proceedings Risks.  Investments in the securities of companies involved in 

reorganization proceedings typically entail a number of risks that do not normally apply to investments in 

financially sound companies.  For example, if the Adviser's evaluation of the anticipated outcome of a 

reorganization or the timing of such outcome should prove incorrect, the Funds could experience losses. 

A wide variety of considerations make any evaluation of the outcome of an investment in such a company 

uncertain.  Such considerations include, for example, the possibility of litigation between the participants 

in a reorganization or liquidation proceeding or a requirement to obtain mandatory or discretionary 

consents from various governmental authorities or others.  The uncertainties inherent in evaluating such 

investments may be increased by legal and practical considerations which limit the access of the Adviser 

to reliable and timely information concerning material developments affecting a company or which cause 

lengthy delays in the completion of a reorganization or liquidation proceeding.  Competition from other 

investors may also render it difficult or impossible for the Adviser to achieve intended results or promptly 

effect transactions.  

Lack of Diversification Risks.  Client accounts will not be diversified among a wide range of types of 

securities, countries or industry sectors.  Accordingly, Client portfolios are subject to more rapid change 

in value than would be the case if the Adviser were required to maintain a wider diversification among 

types of securities and other instruments, geographic areas or sectors. 

Hedging Risks.  There can be no assurances that a particular hedge is appropriate, or that certain risk is 

measured properly.  Further, while the Adviser may enter into hedging transactions to seek to reduce risk, 

such transactions may result in poorer overall performance and increased (rather than reduced) risk for 

the Adviser’s investment portfolios than if the Adviser did not engage in any such hedging transactions. 

Derivatives Risks.  The risks posed by any swap, option and other derivatives, which the Adviser may invest 

in for speculative or hedging purposes, can be extremely complex.  The risks associated with these 

investments and techniques include: (i) credit risks (the exposure to the possibility of loss resulting from 

a counterparty’s failure to meet its financial obligations); (ii) market risk (adverse movements in the price 

of a financial asset); (iii) legal risks (the characterization of a transaction or a party’s legal capacity to enter 

into it could render the financial contract unenforceable, and the insolvency or bankruptcy of a 

counterparty could preempt otherwise enforceable contract rights); (iv) operations risk (inadequate 

controls, deficient procedures, human error, system failure or fraud); (v) documentation risk (exposure to 

losses resulting from inadequate documentation); (vi) liquidity risk (exposure to losses created by inability 

to prematurely terminate the derivative); (vii) system risk (the risk that financial difficulties in one 

institution or a major market disruption will cause uncontrollable financial harm to the financial system); 

(viii) concentration risk (exposure to losses from the concentration of closely related risks such as 

exposure to a particular industry or exposure linked to a particular entity); and (ix) settlement risk (the 

risk faced when one party to a transaction has performed its obligations under a contract but has not yet 

received value from its counterparty). 
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In addition, investments in derivative instruments require a high degree of leverage, meaning the overall 

contract value (and, accordingly, the potential for profits or losses in that value) is much greater than the 

modest deposit used to buy the position in the derivative contract.  Derivative securities can also be highly 

volatile.  The prices of derivative instruments and the investments underlying the derivative instruments 

may fluctuate rapidly and over wide ranges and may reflect unforeseeable events or changes in 

conditions, none of which can be controlled by the Client or the Adviser.  Further, transactions in 

derivative instruments may not be undertaken on recognized exchanges and will expose the Client’s 

account to greater risks than regulated exchange transactions that provide greater liquidity and more 

accurate valuation of securities. 

Arbitrage Transaction Risks.  If the requisite elements of an arbitrage strategy are not properly analyzed, 

or unexpected events or price movements intervene, losses can occur which can be magnified to the 

extent the Adviser is employing leverage.  Moreover, arbitrage strategies often depend upon identifying 

favorable “spreads”, which can also be identified, reduced or eliminated by other market participants. 

Activist Strategy Risks.  There is a risk that the intended strategy for a particular company will be 

unsuccessful.  Further, when securities are purchased in anticipation of influencing the future direction of 

a company, a substantial period of time may elapse between the purchase of the securities and the 

anticipated results.  If the anticipated results do not in fact occur, the Adviser may be required to sell the 

investment at a loss.  Moreover, there may be instances where the Adviser will be restricted in transacting 

in or redeeming a particular investment as a result of the size of its investments or its activist investment 

strategy. 

Leverage Risks.  Performance may be more volatile if a Client’s account employs leverage.  The use of 

leverage exposes Clients to additional levels of risk, including (i) greater losses from investments than 

would otherwise have been the case had the Client not borrowed to make the investments, (ii) margin 

calls or interim margin requirements which may force premature liquidations of investment positions and 

(iii) losses on investments where the investment fails to earn a return that equals or exceeds the Client’s 

cost of borrowing such funds. 

Short Selling Risk.  The Adviser’s investment program may include short selling.  Short selling transactions 

expose the Adviser to the risk of loss in an amount greater than the initial investment, and such losses can 

increase rapidly and without effective limit.  There is the risk that the securities borrowed by the Adviser 

in connection with a short sale would need to be returned to the securities lender on short notice.  If such 

request for return of securities occurs at a time when other short sellers of the subject security are 

receiving similar requests, a “short squeeze” can occur, wherein the Adviser might be compelled, at the 

most disadvantageous time, to replace the borrowed securities previously sold short with purchases on 

the open market, possibly at prices significantly in excess of the proceeds received earlier. 

Risks associated with Issuer-Specific Changes.  Changes in the financial condition of an issuer or 

counterparty, changes in specific economic or political conditions that affect a particular type of security 

or issuer, and changes in general economic or political conditions can increase the risk of default by an 

issuer or counterparty, which can affect a security's or instrument's value. The value of securities of 

smaller, less well-known issuers can be more volatile than that of larger issuers.  Smaller issuers can have 

more limited product lines, markets, or financial resources. 
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High Growth Industry Related Risks.  High growth companies may face undeveloped or limited markets, 

have limited products, have no proven profit-making history, may operate at a loss or with substantial 

variations in operating results from period to period, have limited access to capital and/or be in the 

developmental stages of their businesses, or be otherwise adversely affected by the extremely 

competitive markets in which many of their competitors operate. 

Interest Rate Risks.  Generally, the value of fixed-income securities changes inversely with changes in 

interest rates.  As interest rates rise, the market value of fixed-income securities tends to decrease. 

Conversely, as interest rates fall, the market value of fixed-income securities tends to increase.  This risk 

is greater for long-term securities than for short-term securities.  The Adviser may attempt to minimize 

exposure to interest rate changes through the use of interest rate swaps, interest rate futures and/or 

interest rate options.  However, there can be no guarantee that the Adviser will be successful in fully 

mitigating the impact of interest rate changes. 

Inflation Risk. Inflation and rapid fluctuations in inflation rates have had in the past, and could in the future 

have, negative effects on the economies and financial markets, which may in turn affect the markets in 

which a strategy or client invests.  For example, wages and prices of inputs increase during periods of 

inflation, which can negatively impact returns on investments.  Governmental efforts to curb inflation 

often have negative effects on the level of economic activity.  There can be no assurance that inflation 

will not become a serious problem in the future and have an adverse impact on an investment’s returns. 

Natural Resource Related Investments Risks.  In the past, natural resource related investments have been 

subject to substantial price fluctuations over short periods of time.  Such prices are affected by various 

factors, including economic conditions, political events, natural disasters, exploration and development 

success or failure, and technological changes.  In addition, certain natural resources are geographically 

concentrated, and events in those parts of the world in which such concentration exists may affect their 

values. 

International Investing and Non-U.S. Securities Risks.  Investing outside the United States may involve 

greater risks than investing in the United States.  These risks include: (i) less publicly available information; 

(ii) potential lack of uniform accounting, auditing and financial reporting standards; (iii) varying levels of 

governmental regulation and supervision; and (iv) the difficulty of enforcing legal rights in a non-U.S. 

jurisdiction and uncertainties as to the status, interpretation and application of laws.  The transaction 

costs of buying and selling non-U.S. securities, including brokerage, tax and custody costs, may be higher 

than those involved in U.S. transactions.  Furthermore, many non-U.S. financial markets, while generally 

growing in volume, have, for the most part, substantially less volume than U.S. markets, and securities of 

many non-U.S. companies are historically less liquid and their prices historically more volatile than 

securities of comparable U.S. companies.  The economies of individual non-U.S. countries may also differ 

favorably or unfavorably from the U.S. economy.  

Cross Class Liabilities Risks.  Each separate class of certain of the Funds represent separate accounts and 

will be maintained with separate accounting records.  However, these Funds are each single legal entities.  

Thus, all of the assets of the respective Funds may be available to meet all of the liabilities of such Funds, 

regardless of the separate account to which such assets or liabilities are attributable.  In practice, cross 

class liability will usually only arise where any class, sub-class, or series becomes insolvent or exhausts its 

assets and is unable to meet all of its liabilities.   
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Loan Origination Risk.  The Adviser may make investments in loans whose value may be detrimentally 

affected to the extent a borrower defaults on its obligations, there is insufficient collateral and/or there 

are extensive legal and other costs incurred in collecting on a defaulted loan.  The Adviser may attempt 

to minimize this risk by maintaining low loan-to-liquidation values with each loan and the collateral 

underlying the loan.  However, there can be no assurance that the value assigned by the Adviser to 

collateral underlying a loan will be realized upon liquidation, nor can there be any assurance that collateral 

will retain its value.  There may be a monetary, as well as a time cost involved in collecting on defaulted 

loans and, if applicable, taking possession of and subsequently liquidating various types of collateral.  

Risks Related to Investments in Non-Performing Loans and Restructurings. A Fund may make investments 

in restructurings, nonperforming loans and sub-performing loans, which could involve entities that are 

experiencing or are expected to experience financial difficulties which may never be overcome.  Such 

portfolio investments could, in certain circumstances, subject such Fund to certain additional potential 

liabilities, which may exceed the value of the Fund’s original investment therein.  A Fund may also be 

subject to lengthy and expensive processes in relation to realizing value in such investments.  As a result, 

a Fund’s investments may be subject to additional bankruptcy related risks and returns on such 

investments may not be realized for a considerable period of time.  There can be no assurance as to the 

amount and timing of payments with respect to these loans.  Further, while most of these loans will be 

secured, some loans will not be secured.  While investments in such non-performing loans offer the 

opportunity for significant gains if all or a part of the principal on the loans is recovered, these investments 

involve a high degree of financial risk and can result in substantial or complete losses to such Fund. 

Although the Adviser will attempt to manage these risks, there can be no assurance that a Fund’s 

investments in non-performing loan portfolios will prove profitable or that such Fund will not incur 

significant losses.  There are varying sources of statistical default and recovery rate data for loans and 

other debt securities and numerous methods for measuring default and recovery rates.  However, 

historical performance of financial assets is not necessarily indicative of their future performance. 

Litigation Finance Risks. A Fund may provide financing to a company to fund a potential litigation in 

exchange for a return of investment along with a share of the potential recovery.  Some litigation finance 

investments pertain to litigation in which a settlement agreement or some form of agreement in principle 

between the parties exists; however, in some circumstances, these settlements, whether finalized or 

under a memorandum of understanding, require court approval or procedural steps beyond the Adviser’s 

or such Fund’s control.  If parties to an agreement or agreement in principle, or the relevant judicial 

authorities, terminate or reject a settlement, a Fund providing litigation financing could suffer losses in its 

litigation finance investments.  Moreover, parties to a litigation, arbitration or settlement agreement must 

have the ability to pay a fee, judgment, award or the agreed upon amount if a case outcome or transaction 

is ultimately successful or completed.  Part of the investment process involves the Adviser’s assessment 

of this ability to pay.  However, if the party is unable to pay or further challenges the validity of a judgment 

or award, a Fund providing litigation financing may have difficulties ultimately collecting its share of 

monetary judgments or awards.  Further, given the nature of these recoveries, such Fund cannot always 

control the ultimate timing of an amount recovered, and there is no assurance that the Adviser will be 

able to predict the timing of any such payments. 
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Extraordinary Events or Emergencies, including Pandemics and other Public Health Crises such as COVID-

19 and Force Majeure Events.  Extraordinary events or emergencies, including but not limited to major 

public health issues (e.g., a pandemic such as the novel coronavirus COVID-19, SARS, Ebola, avian flu or 

other existing or new epidemic diseases), acts of war, terrorism, failure of technology, natural disasters, 

social instability or other event that causes a large number of illnesses or deaths, have had and could 

continue to have a major impact on the global economy and financial markets, including financial market 

volatility and changes in interest rates, which could negatively impact client investments.  Governmental 

and non-governmental organizations may not effectively respond to the emergency (e.g., may not 

effectively combat the spread and severity of a pandemic), increasing the harm to the Adviser.  In 

particular, disruptions to commercial activity relating to the imposition of quarantines and travel 

restrictions, and/or failures to contain the disaster despite these measures, could materially and adversely 

impact clients’ investments, both in the near- and long-term.  In addition, the operations of the Adviser 

and and/or any Client’s investments could be significantly impacted, or even halted, either temporarily or 

on a long-term basis, as a result of government quarantine and curfew measures, voluntary and 

precautionary restrictions on work, travel or meetings and other factors related to a public health 

emergency, including its potential adverse impact on the health of any such entity’s personnel, the 

imposition of government restrictions (including travel restrictions such as “shelter-in-place” or “lock-

down” directives) may impact the ability of the Adviser’s personnel to travel in connection with potential 

or existing investments, require employees to access information technology, communications or other 

systems remotely or otherwise disrupt business activities, which could negatively impact the Adviser’s 

ability to effectively identify, monitor, operate and dispose of client investments.  With respect to COVID-

19 and other future pandemics, it can be difficult to predict whether any mitigation or containment 

measures taken by various governments (whether at the federal, state and local level, in the United States 

and abroad, or otherwise) or private enterprises will be continued or re-implemented, or if different 

measures will be implemented, and what impact such measures will have on local, regional, national or 

global economies. 

There is a risk that a client’s or strategy’s investments could be impacted by force majeure events (i.e., 

events beyond the control of the party claiming that the event has occurred, such as energy blackouts, 

acts of God, fire, flood, earthquakes, outbreaks of an infectious disease, pandemic or any other serious 

public health concern, war, terrorism, labor strikes and telecommunication failures).  There is a risk that 

some force majeure events will adversely affect the ability of a party (including an investment, a 

counterparty of such investment or a counterparty of Client) to perform its obligations until it is able to 

remedy the force majeure event.  Such a party could also claim force majeure for nonperformance of its 

contractual obligations.  Certain force majeure events (such as an outbreak of an infectious disease) could 

have a broader negative impact on the world economy and international business activity generally, or in 

any of the countries or jurisdictions in which investments are located.  Additionally, a major governmental 

intervention into industry, including but not limited to the nationalization of an industry or the assertion 

of control over an investment, could result in a loss to a Client.  Any of the foregoing would therefore 

adversely affect the performance of a Client’s investments. 

Geopolitical Events and Risks. Economies and financial markets worldwide are becoming increasingly 

interconnected, which increases the likelihood that events or conditions in one country or region will 

adversely impact markets or issuers in other countries or regions, including in ways that are difficult to 

predict or foresee. The impacts of these events can be exacerbated by failures of governments and 
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societies to respond adequately to an emerging event or threat. For example, local or regional armed 

conflicts have led to significant sanctions against certain countries and persons and companies connected 

with certain countries by the United States, Europe and other countries. Such armed conflicts and 

sanctions and other local or regional developments can exacerbate global supply and pricing issues, 

particularly those related to oil and gas, and result in other adverse developments and circumstances, as 

well as increased general uncertainty, for markets, economies, issuers, businesses and societies globally. 

For example, in 2022, the global economic and geopolitical environment was characterized by persistent 

inflation, rising interest rates, volatility in global financial markets (leading to, among other things, a 

decline in equity prices), supply chain complications, recessionary fears, and geopolitical uncertainty 

regarding the war between Russia and Ukraine and its impact on the global markets, including the energy 

markets. Although these types of events have occurred and could also occur in the future, it is difficult to 

predict when similar events or conditions affecting the U.S. or global financial markets and economies 

may occur, the effects of such events or conditions, potential retaliations in response to sanctions or 

similar actions and the duration or ultimate impact of those events. Any such events or conditions could 

have a significant adverse impact on the value and risk profile of a Client and their investments, with or 

without direct exposure to the specific geographies, markets, countries or persons involved in an armed 

conflict or subject to sanctions. 

SEC Private Funds Rule.  On August 23, 2023, the SEC adopted new rules and amendments to existing rules 

under the Advisers Act applicable to registered advisers and their activities with respect to certain private 

funds (collectively, the “New Private Fund Rule”). In particular, among other provisions, the New Private 

Fund Rule: (i) increases reporting requirements by private funds to investors concerning performance, 

fees and expenses; (ii) requires registered advisers to private funds to obtain an annual audit for private 

fund clients; (iii) enhances requirements in connection with adviser-led secondary transactions with 

respect to private fund clients (also known as GP-led secondaries), including an obligation to obtain a 

fairness or valuation opinion and make certain disclosures; (iv) prohibits private fund advisers from 

engaging in certain practices with respect to their private fund clients including, without limitation, 

charging private fund clients for fees and expenses associated with an investigation of the private fund 

adviser by governmental or regulatory authorities without the prior written consent from a majority in 

interest of third-party investors; and (v) imposes limitations and new disclosure requirements regarding 

preferential treatment of investors in private funds in side letters or other arrangements with the private 

fund adviser. The New Private Fund Rule is expected to have an impact on the Adviser and the Funds, 

including, without limitation, requiring changes to the business practices and operations of the Adviser 

and the Funds, increasing the compliance-related expenses of the Funds, enhancing the risk of regulatory 

action, including public regulatory sanctions, and otherwise requiring the attention of the Adviser’s 

professionals. 

Recent Developments in the Banking Industry.  Recent bank closures in the United States have caused 

uncertainty for financial services companies and fear of instability in the global financial system generally. 

In addition, certain financial institutions – in particular smaller and/or regional banks – have experienced 

volatile stock prices and significant losses in their equity value, and there is concern that depositors at 

these institutions have withdrawn, or may withdraw in the future, significant sums from their accounts at 

these institutions. Notwithstanding intervention by U.S. governmental agencies to protect the uninsured 

depositors of banks that have recently closed, there is no guarantee that the uninsured depositors of a 

financial institution that closes (which depositors could include a client and/or their underlying 
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investments) will be made whole or, even if made whole, that such deposits will become available for 

withdrawal in short order. There is a risk that other banks, or other financial institutions, may be similarly 

impacted, and it is uncertain what steps (if any) regulators may take in such circumstances. As a 

consequence, for example, a client and/or their underlying investments may be delayed or prevented 

from accessing money, making any required payments under their own debt or other contractual 

obligations or pursuing key strategic initiatives. Uncertainty caused by recent bank failures – and general 

concern regarding the financial health and outlook for other financial institutions – could have an overall 

negative effect on banking systems and financial markets generally. These recent developments may also 

have other implications for broader economic and monetary policy, including interest rate policy. For the 

foregoing reasons, there can be no assurances that conditions in the banking sector and in global financial 

markets will not worsen and/or adversely affect a Client, its underlying investments or their financial 

performance..   

Risks Associated with Types of Securities that are Primarily Recommended (Including Significant, or 

Unusual Risks): 

Equity Securities Risks.  The value of equity securities fluctuates in response to issuer, political, market, 

and economic developments.  Fluctuations can be dramatic over the short term as well as long term, and 

different parts of the market and different types of equity securities can react differently to these 

developments.  For example, large cap stocks can react differently from small cap stocks, and "growth" 

stocks can react differently from "value" stocks.  Issuer, political, or economic developments can affect a 

single issuer, issuers within an industry or economic sector or geographic region, or the market as a whole.  

Terrorism and related geo-political risks have led, and may in the future lead, to increased short-term 

market volatility and may have adverse long-term effects on world economies and markets generally.  The 

Adviser may from time to time purchase restricted securities as part of its investment program.  Restricted 

securities owned by the Fund may involve special registration risks, liabilities and costs, and valuation 

difficulties. 

Bank Loans and Participations Risks.  The Adviser may invest in bank loans and participations. The special 

risks associated with these obligations include (i) the possible invalidation of an investment transaction as 

a fraudulent conveyance under relevant creditors' rights laws, (ii) so-called lender-liability claims by the 

issuer of the obligations, (iii) environmental liabilities that may arise with respect to collateral securing 

the obligations and (iv) limitations on the ability of the Partnership to directly enforce its rights with 

respect to participations.  The Adviser will balance the magnitude of these risks against the potential 

investment gain prior to entering into each such investment.  Successful claims by third parties arising 

from these and other risks, absent bad faith, will be borne by the Clients. 

Fixed Income Securities Risk.  A Fund may invest in fixed income securities.  A bond’s market value is 

affected significantly by changes in interest rates generally, when interest rates rise, the bond’s market 

value declines and when interest rates decline, its market value rises.  Generally, a bond with a longer 

maturity will entail greater interest rate risk but have a higher yield.  Conversely, a bond with a shorter 

maturity will entail less interest rate risk but have a lower yield.  A bond’s value may also be affected by 

changes in its credit quality rating or the issuer’s financial condition. 

High Yield or Non-Investment Grade Bonds Risk. A Fund may invest in high yield or non-investment grade 

bonds.  Non-investment grade bonds, while generally offering higher yields than investment grade 

securities with similar maturities, involve greater risk, including the possibility of default or bankruptcy.  
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Non-investment grade bonds have speculative characteristics and the issuers of them have weakened 

capacity to make principal and interest payments due to changes in economic conditions, unanticipated 

financial problems and other adverse circumstances.  Non-investment grade bonds tend to be more 

sensitive to economic conditions and therefore credit risk than higher-rated debt securities.  The 

secondary trading market for non-investment grade debt securities is generally not as liquid as the 

secondary trading market for higher-rates securities.  Periods of economic uncertainty generally result in 

increased volatility in the market prices of these securities.  Distressed or defaulted securities are 

speculative and involve significant risk of non-payment and total loss. 

Emerging Markets Risks.  There are greater risks associated with investments in securities of issuers 

located in less developed countries than investments in securities of issuers located in the U.S. and other 

developed markets.  Political risk for many developing countries is a significant factor.  During certain 

social and political circumstances, governments may be involved in policies of expropriation, confiscatory 

taxation, nationalization, intervention in the securities market and trade settlement, and imposition of 

foreign investment restrictions and exchange controls.  In comparison to more developed markets, 

trading volumes in emerging markets may be lower, which can result in a lack of liquidity and greater price 

volatility. 

Illiquid Instruments Risks.  Certain instruments may have no readily available market or third-party pricing.  

Reduced liquidity may have an adverse impact on market price and the Adviser’s ability to sell particular 

securities when necessary to meet liquidity needs or in response to a specific economic event, such as the 

deterioration of creditworthiness of an issuer.  In some cases, the relevant portfolio may be contractually 

prohibited from disposing of certain securities for a specified period of time.  Reduced liquidity in the 

secondary market for certain securities may also make it more difficult for the Adviser to obtain market 

quotations based on actual trades for the purpose of valuing a fund’s portfolio. 

Side Pocketing Risks.  A Fund may invest in illiquid investments or may hold investments which 

subsequently become illiquid.  Illiquid investments will be held in “side pockets” (i.e., the Designated 

Investment Account) which is established by the Fund to segregate such assets from the other assets of 

such Fund until a realization event occurs.  Such side pockets will have a lack of liquidity for an 

indeterminate period of time, during which the Limited Partners will not be able to withdraw their 

interests attributable to such Designated Investment Accounts.  Further, the interests attributable to 

Designated Investment Accounts will be difficult to value and the resulting values may differ from the 

values that would have been determined had an active market existed for such securities and may differ 

from the prices at which such securities may ultimately be sold.  In addition, should a Fund seek to 

liquidate the Designated Investments held by it, such Fund might not be able to fully liquidate such 

investments except on a delayed basis, which could be considerable. 

Litigation Risks.  A Fund, as an independent legal entity, may participate in lawsuits, arbitrations, or other 

proceedings in U.S. or foreign courts and other tribunals in order to challenge proposed valuations of 

certain investments.  The outcome of any such litigation is uncertain and will be handled under the laws 

of foreign jurisdictions, which may and do differ from the laws of the United States. 

Currency, Convertibility and Exchange Rates Risks.  Client assets may be invested in securities 

denominated in currencies other than U.S. dollars.  The value of these and the income from them, as 

measured in U.S. dollars, may be affected by fluctuations in currency rates (which may include significant 

devaluations, as against the U.S. dollar), and uncertainties such as changes in the policies regarding foreign 
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investment, taxation and restrictions on currency conversion and repatriation, and other developments 

in the laws and regulations of the economies in which the Adviser invests. 

The Adviser may attempt to mitigate the risks associated with currency fluctuations by entering into 

forward, futures and options contracts to purchase or sell the currency of denomination of any investment 

held by the Partnership and any other currencies held by the Funds to the extent such contracts are 

available on terms which the Adviser deems acceptable to the Funds.  However, the Adviser is not required 

to do so. 

Risks Related to Investments in Highly-Leveraged Companies. A Fund’s investments may include 

investments in companies whose capital structures have significant leverage.  Such investments are 

inherently more sensitive to declines in revenues, competitive pressures and increases in expenses and 

interest rates.  The leveraged capital structure of such companies will increase their exposure to adverse 

economic factors such as downturns in the economy or deterioration in the condition of the assets or its 

industry, and such portfolio companies may be subject to restrictive financial and operating covenants.  

This leverage may result in more serious adverse consequences to such companies (including their overall 

profitability or solvency) in the event these factors or events occur than would be the case for less 

leveraged companies.  If a company cannot generate adequate cash flow to meet debt obligations, such 

company may default on its loan agreements or be forced into bankruptcy resulting in a restructuring of 

the company’s capital structure or liquidation.  Furthermore, to the extent the companies in which a Fund 

has invested become insolvent, such Fund may determine, in cooperation with other debt holders or on 

its own, to engage, at such Fund’s expense in whole or in part, counsel and other advisors in connection 

therewith. 

Additional Risks Relating to the Adviser 

Cybersecurity Risk.  The information and technology systems of the Adviser and of key service providers 

to the Adviser and its Clients may be vulnerable to potential damage or interruption from computer 

viruses, network failures, computer and telecommunication failures, infiltration by unauthorized persons 

and security breaches, usage errors by their respective professionals, power outages and catastrophic 

events such as fires, tornadoes, floods, hurricanes and earthquakes.  Although the Adviser has 

implemented various measures designed to manage risks relating to these types of events, if these 

systems are compromised, become inoperable for extended periods of time or cease to function properly, 

it may be necessary for the Adviser to make a significant investment to fix or replace them and to seek to 

remedy the effect of these issues.  The failure of these systems and/or of disaster recovery plans for any 

reason could cause significant interruptions in the operations of the Adviser or its Client accounts and 

result in a failure to maintain the security, confidentiality or privacy of sensitive data, including personal 

information. 

Risk Management Failures.  Although the Adviser attempts to identify, monitor and manage significant 

risks, these efforts do not take all risks into account and there can be no assurance that these efforts will 

be effective.  Moreover, many risk management techniques, including those employed by the Adviser, are 

based on historical market behavior, but future market behavior may be entirely different and, 

accordingly, the risk management techniques employed on behalf of Clients may be incomplete or 

altogether ineffective.  Similarly, the Adviser may be ineffective in implementing or applying risk 

management techniques.  Any inadequacy or failure in risk management efforts could result in material 

losses to Clients. 
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Systems and Operational Risk.  The Adviser relies on certain financial, accounting, data processing and 

other operational systems and services that are employed by the Adviser and/or by third party service 

providers, including prime brokers, the third-party administrator, market counterparties and others. 

Many of these systems and services require manual input and are susceptible to error.  These programs 

or systems may be subject to certain defects, failures or interruptions.  For example, the Adviser and its 

Clients could be exposed to errors made in the confirmation or settlement of transactions, from 

transactions not being properly booked, evaluated or accounted for or related to other similar disruptions 

in the Clients’ operations.  In addition, despite certain measures established by the Adviser and third-party 

service providers to safeguard information in these systems, the Adviser, Clients and their third-party 

service providers are subject to risks associated with a breach in cybersecurity which may result in damage 

and disruption to hardware and software systems, loss or corruption of data and/or misappropriation of 

confidential information.  Any such errors and/or disruptions may lead to financial losses, the disruption 

of the Client trading activities, liability under applicable law, regulatory intervention or reputational 

damage. 

Brokerage and Custodial Risk.  There are risks involved in dealing with the custodians or prime brokers 

who settle trades.  There is no guarantee that a prime broker or any other custodian that a Fund may use 

from time to time, will not become bankrupt or insolvent.  While both the U.S. Bankruptcy Code and the 

Securities Investor Protection Act of 1970 seek to protect customer property in the event of a bankruptcy, 

insolvency, failure, or liquidation of a broker-dealer, there is no certainty that, in the event of a failure of 

a broker-dealer that has custody of Fund assets, such Fund would not incur losses due to its assets being 

unavailable for a period of time, the ultimate receipt of less than full recovery of its assets, or both. 

Conflicts of Interests 

Various potential and actual conflicts of interest may arise between and among the Adviser, its Clients 

(including the Funds) and each of their affiliates. The following briefly summarizes some of these conflicts 

but is not intended to be an exhaustive list of all such conflicts.  Please also see Items 11 and 12 for 

additional disclosures related to other potential conflicts of interests that may arise and the Adviser’s 

efforts to mitigate or address such risks.  Investors in the Funds should also review the Fund Documents, 

which may contain additional disclosures related to conflicts of interest that are applicable to that 

respective Fund. 

Conflicts Regarding the Management of Multiple Clients (including those related to fees and investment 

allocations).  The Adviser will employ a wide range of investment objectives and strategies for its Clients. 

These differing objectives and strategies raise potential conflicts of interest.  For example, the Adviser 

may buy a security for one Client account while it is selling that security for another Client account.  In 

addition, the Adviser may cause one Client account to buy a particular security “long” and another Client 

account to sell that same security “short.”  In specific instances, the Adviser’s strategies may result in 

buying and selling different securities and instruments within an issuer’s capital structure for different 

Clients.  Accordingly, it is possible that one Client may acquire an instrument that is senior on the capital 

structure of an issuer relative to an instrument for a different Client that is more junior on the capital 

structure (including common stock).  In certain circumstances, such as if the credit quality of the issuer 

deteriorates, the Adviser may owe conflicting fiduciary duties to multiple Clients, in that action taken to 

protect the interest of one set of holders may be detrimental to, or conflict with the interests of, other 

holders of the same issuer’s securities or instruments.  When the Adviser causes its Clients to take 
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opposite positions with respect to a particular security, or to invest in different ranks of seniority with 

respect to a particular issuer, action taken for the benefit of one set of Clients may appear to favor that 

set of Clients.  As previously discussed above in Item 6, certain potential conflicts of interest also may arise 

relating to the Adviser’s management of accounts with different fee arrangements and the allocation of 

investment opportunities within such accounts.   

As previously described in Item 6, the Adviser has adopted and implemented policies and procedures 

intended to address these potential conflicts of interests (see such disclosure for a summary of such 

policies and procedures) as well as Item 12 (Brokerage Practices). 

The Adviser’s Possession of Confidential and Material Nonpublic Information.  The Adviser, in the course 

of its investment management and other activities (e.g., board or creditor committee service), may come 

into possession of confidential or material nonpublic information about issuers, including issuers in which 

the Adviser or its related persons have invested or seek to invest on behalf of Clients.  The Adviser is 

prohibited from improperly disclosing or using such information for its own benefit or for the benefit of 

any other person, regardless of whether such other person is a Client.  The Adviser maintains and enforces 

written policies and procedures that prohibit the communication of such information to persons who do 

not have a legitimate need to know such information and to assure that the Adviser is meeting its 

obligations to its Clients and remains in compliance with applicable law.  In certain circumstances, the 

Adviser may possess certain confidential or material, nonpublic information that, if disclosed, might be 

material to a decision to buy, sell or hold a security, but the Adviser will be prohibited from communicating 

such information to the Client or using such information for the Client’s benefit.  In such circumstances, 

the Adviser will have no responsibility or liability to the Client for not disclosing such information to the 

Client (or the fact that the Adviser possesses such information), or not using such information for the 

Client’s benefit, as a result of following the Adviser’s policies and procedures designed to provide 

reasonable assurances that it is complying with applicable law. 

Co-Investment Opportunities.  As permitted in the Fund documents but otherwise in its sole discretion, 

the Adviser may provide certain Clients, investors in a Fund or other persons including affiliates or 

employees of the Adviser or its affiliates with the opportunity to co-invest in certain investments to which 

the Adviser has access.  Conflicts of interest may arise in the allocation of such co-investment 

opportunities.  The allocation of co-investment opportunities, which may be made to one or more persons 

for any number of reasons as determined by the Adviser in its sole discretion, may not be in the best 

interests of a Fund or any individual Fund investor.  In exercising its sole discretion in connection with such 

co-investment opportunities, the Adviser may consider some or all of a wide range of factors, which may 

include factors which benefit the Adviser.  Participation in such opportunities may be limited to a select 

number of Clients or investors based on their relationship with the Adviser or other factors and may not 

be available to all of the Adviser’s Clients or investors.  
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Item 9. Disciplinary Information 

There are no legal or disciplinary events affecting the evaluation of our advisory business or the integrity 

of our management.  
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Item 10. Other Financial Industry Activities and Affiliations 

Neither we nor our management persons are registered as a broker-dealer, and neither of us has any 

application pending to register with the SEC as a broker-dealer or registered representative of a broker-

dealer, respectively.  
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Item 11. Code of Ethics, Participation or Interest in Client Transactions and Personal Trading  

Code of Ethics.  The Adviser has adopted a Code of Ethics (the “Code”) that requires the Adviser and its 

supervised persons to put the interests of the Adviser’s Clients before their own interests and to act 

honestly and fairly in all respects in their dealings with Clients.  In addition to compliance with the 

Adviser’s policies and procedures, all of the Adviser’s personnel are required to comply with applicable 

federal securities laws.  Clients or prospective Clients may obtain a copy of the Code by contacting the 

Chief Compliance Officer, Lawrence Palermo, by email at compliance@twoseascap.com or by telephone 

at 646.420.4504.  See below for further provisions of the Code as they relate to the preclearing and 

reporting of securities transactions by the Adviser’s supervised persons. 

Gifts and Entertainment Policies.  The Adviser and its supervised persons may give and/or receive gifts, 

services or other items to/from any person or entity that does business with or potentially could conduct 

business with or on behalf of the Adviser.  The Adviser is adopting policies and procedures governing the 

receipt and acceptance of such gifts and business entertainment, which generally includes requirements 

related to the disclosure of gifts and business entertainment in excess of certain de minimis thresholds 

and pre-clearance by the Chief Compliance Officer prior to giving/receiving gifts above a certain de 

minimis threshold. 

Insider Trading.  The Adviser has also implemented policies and procedures designed to detect and 

prevent insider trading.  Under such policies, the Adviser’s supervised persons may not trade, either 

personally or on behalf of another, on material non-public information or communicate material non-

public information to another person in violation of applicable law. 

Participation or Interest in Client Transactions and Personal Securities Trading.  The Adviser or its 

supervised persons may hold the same securities (or related securities, e.g., warrants, options or futures) 

that the Adviser recommends to Clients.  The Adviser or its supervised persons may trade in a particular 

security in a manner that is the same as, different from, or even opposite to the trading activity 

undertaken by the Adviser on behalf of its Clients with respect to that same security.  Such practices 

present a conflict when, because of the information an Adviser has, the Adviser or its supervised persons 

are in a position to trade in a manner that could adversely affect the Clients (e.g., place their own trades 

before or after Client trades are executed in order to benefit from any price movements due to the Client 

trades).  In addition to affecting the Adviser’s or its supervised person’s objectivity, these practices by the 

Adviser or its supervised persons may also harm Clients by adversely affecting the price at which the 

Clients’ trades are executed. 

The Adviser has adopted the following procedures in an effort to minimize such conflicts: The Adviser 

requires its supervised persons to preclear any transaction in their personal accounts with the Chief 

Compliance Officer, with certain exceptions.  In addition, the Adviser’s Code prohibits the Adviser or its 

related persons and its supervised persons from executing personal securities transactions of any kind in 

any securities on a restricted securities list maintained by the Chief Compliance Officer.  All of the Adviser’s 

supervised persons are required to disclose their securities transactions on a quarterly basis.  In addition, 

the Adviser’s supervised persons are required to disclose the holdings in their personal accounts upon 

commencement of employment with the Adviser and on an annual basis thereafter. Trading in the 

personal accounts of the Adviser’s supervised persons is reviewed by the Chief Compliance Officer and 

compared with transactions for Client accounts and reviewed against the restricted securities list. 
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A related person of the Adviser from time to time may recommend securities to Clients, or buy or sell 

securities for Client accounts, at or about the same time that the related person buys or sells the same 

securities for its own account.  However, such transactions will be subject to the Adviser’s procedures 

described above in an attempt to minimize the potential conflicts of interests stemming from situations 

where the contemporaneous trading results in an economic benefit for the Adviser’s related person to 

the detriment of the Client. 

To the extent that the Adviser enters into such a principal transaction, the Adviser will comply with the 

requirements of Section 206(3) of the Investment Advisers Act of 1940, and provide written notification 

to such Client and obtain Client consent either prior to the principal transaction or prior to its settlement.  

Principal transactions are generally defined as transactions where an adviser, acting as principal for its 

own account knowingly buys from or sells a security to an advisory client. 

The Adviser’s related persons may, and currently do, invest in Funds managed by the Adviser.  As the 

investment adviser and manager of such Funds, the Adviser’s related persons have access to information 

that is not available to other investors in such private funds.  However, as previously noted above and in 

this brochure, the Adviser has adopted compliance policies and procedures in an attempt to address 

potential conflicts of interest associated with the Adviser’s management of the Funds. 
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Item 12. Brokerage Practices 

Generally.  As an SEC registered adviser, the Adviser has a duty to seek best execution with respect to 

client accounts for which it has authority to select broker-dealers and other counterparties.  In seeking 

best execution, the determinative factor evaluated by the Adviser is not necessarily the lowest possible 

cost, but whether the transaction represents the best qualitative execution.  In selecting a broker-dealer 

to execute transactions (or a series of transactions) and determining the reasonableness of the broker-

dealer’s compensation, the Adviser need not solicit competitive bids and does not have an obligation to 

seek the lowest available commission cost.   

The Adviser considers a number of factors in selecting a broker-dealer to execute transactions (or series 

of transactions) and determining the reasonableness of the broker-dealer’s compensation.  Such factors 

include, but are not limited to, reputation, financial strength and stability, creditworthiness, efficiency of 

execution and error resolution, the actual executed price and the commission, research (including 

economic forecasts, fundamental and technical advice on securities, valuation advice on market analysis); 

custodial and other services provided for the enhancement of the Adviser’s portfolio management 

capabilities; the size and type of the transaction; the difficulty of execution and the ability to handle 

difficult trades; and the operational facilities of the brokers and/or dealers involved (including back office 

efficiency).  The Adviser does not materially use “execution only” commission rates, thus a Client may be 

deemed to be paying for research, brokerage or other services provided by a broker-dealer which are 

included in the commission rate as further discussed below.  Certain of the Adviser’s personnel will meet 

periodically to evaluate the broker-dealers used by the Adviser to execute Client trades using the 

foregoing factors. 

Soft Dollar Arrangements.  The Adviser may receive research and other products or services other than 

execution from a broker-dealer and/or a third party in connection with Client securities transactions.  This 

is commonly known as a “soft dollar” relationship.  With respect to Adviser’s receipt of such research and 

other products or services in connection with Client securities transactions, the Adviser intends to limit 

the use of “soft dollars” to obtain research and brokerage services to services that constitute research 

and brokerage within the meaning of Section 28(e) of the Securities Exchange Act of 1934, as amended 

(“Section 28(e)”), as further described below. 

The use of Client commissions to obtain research and brokerage products and services raises potential 

conflicts of interest.  For example, the Adviser may not have to pay for the products and services itself 

under a soft dollar arrangement.  This creates an incentive for the Adviser to select or recommend a 

broker-dealer based on its interest in receiving those products and services.  The Adviser may also cause 

Clients to pay commissions higher than those charged by other broker-dealers in return for soft dollar 

benefits (known as paying-up), resulting in higher transaction costs for Clients. 

With respect to the usage of soft dollars, the Adviser has adopted the following soft dollar policies and 

procedures in an effort to address these above requirements and the requirements under Section 28(e).  

In determining whether to direct Client brokerage transactions to particular broker-dealers, certain of the 

Adviser’s personnel will meet periodically to review and evaluate the soft dollar practices of the Adviser 

and its compliance with applicable requirements under Section 28(e), including to determine in good faith 

whether, with respect to any research or other products or services received from a broker-dealer, the 

commissions used to obtain those products and services were reasonable in relation to the value of the 

brokerage, research or other products or services provided by the broker-dealer. 
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In some instances, the Adviser may obtain a product or service that is used, in part, by the Adviser for 

Section 28(e) eligible purposes and, in part, for other purposes.  In such instances, the Adviser will make 

a good faith effort to determine the relative proportion of the product or service used to assist the Adviser 

in carrying out its investment decision-making responsibilities and the relative proportion used for 

administrative or other purposes outside Section 28(e).  Such determination will be made based on the 

actual use of the product or service by the Adviser’s personnel.  The proportion of the product or service 

attributable to assisting the Adviser in carrying out its investment decision-making responsibilities will be 

paid through brokerage commissions generated by Client transactions and the proportion attributable to 

administrative or other purposes outside Section 28(e) will be paid for by the Adviser from its own 

resources.  The determination by the Adviser of the appropriate allocation of “mixed use” products and 

services creates a potential conflict of interest between the Adviser and Clients.  

Research and brokerage services obtained by the use of commissions arising from a Client's portfolio 

transactions may be used by the Adviser in its other investment activities, including, for the benefit of 

other Client accounts.  The Adviser seeks to allocate soft dollar benefits to Client accounts proportionately 

to the soft dollar credits the accounts generate. 

Trade Aggregation & Allocation.  As discussed previously in Item 6, the Adviser seeks to place orders for 

advisory clients in a manner that is fair and equitable to clients over time and will allocate securities 

purchased or sold for its clients pursuant to its allocation and trade aggregation compliance policies. 

Although not obligated, the Adviser may aggregate orders for the purchase or sale of the same security 

for Client accounts when deemed appropriate in accordance with such policies.  Each participating client 

account generally will participate at the average share prices for the aggregated order. 

The Adviser’s Participation in Capital Introduction Programs.  From time to time, the Adviser may 

participate in capital introduction programs arranged by broker-dealers, including firms that serve as 

prime brokers to a private fund managed by the Adviser.  The Adviser may place Client portfolio 

transactions with firms who have made such recommendations or provided capital introduction 

opportunities, if the Adviser determines that it is otherwise consistent with seeking best execution and 

the Adviser’s related policies and procedures.  In no event will the Adviser select a broker-dealer as a 

means of remuneration for recommending the Adviser or any other product managed by the Adviser (or 

an affiliate) or affording the Adviser with the opportunity to participate in capital introduction programs. 
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Item 13. Review of Accounts 

Client accounts are reviewed by the Chief Investment Officer of the Adviser, on an ongoing basis to 

determine whether securities positions should be maintained in light of current market conditions. 

Matters reviewed include specific securities held, adherence to investment guidelines and the 

performance of the Client account. 

Significant market events affecting the prices of one or more securities in a Client account or changes in 

the investment objectives or guidelines of a particular Client may trigger reviews of a Client account on 

other than a periodic basis. 

Each investor in a Fund will receive written reports from the Adviser pursuant to the terms of the 

respective Fund Documents. 
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Item 14. Client Referrals and Other Compensation 

We do not receive economic benefits from non-clients for providing investment advice and other advisory 

services.  Neither we nor any of our related persons, directly or indirectly, compensate any person who is 

not a supervised person for client referrals.  
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Item 15. Custody 

The Adviser and its affiliate are deemed to have custody of certain Fund assets and intend to comply with 

Rule 206(4)-2 under the Investment Advisers Act of 1940, as amended, by meeting the conditions of the 

“Pooled Vehicle Annual Audit Exception”.  Such Rule requires that each Fund be subject to an annual 

financial statement audit by an independent public accountant registered with, and subject to regular 

inspection by, the Public Company Accounting Oversight Board.  The audited financial statements are 

prepared in accordance with generally accepted accounting principles in the U.S. and will be distributed 

to each Fund Investor within 120 days of the applicable Fund’s fiscal year end. 
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Item 16. Investment Discretion 

The Adviser provides investment advisory services on a discretionary and non-discretionary basis to 

Clients. 

Prior to assuming full discretion in managing a Client’s assets, the Adviser enters into an investment 

management agreement or other agreement that sets forth the scope of the Adviser’s discretion. 

Where the Adviser provides investment advisory services on a discretionary basis, it has the authority to 

determine (i) the securities to be purchased and sold for the Client account (subject to restrictions on its 

activities set forth in the applicable investment management agreement and any investment guidelines) 

and (ii) the amount of securities to be purchased or sold for the Client account.   
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Item 17. Voting Client Securities 

To the extent the Adviser has been delegated proxy voting authority on behalf of its Clients, the Adviser 

complies with its proxy voting policies and procedures.  In cases where the Adviser votes proxies with 

respect to Client securities, the Adviser will vote such proxies in the manner it perceives to be in the best 

interests of the Fund in accordance with its proxy voting policies and procedures.  To the extent that a 

potential conflict of interest arises (such as (but not limited to) the Adviser, a related person or any 

personnel of the Adviser owning securities that the Adviser or its related persons also recommends to 

Clients), such Clients’ proxies will be voted according to predetermined guidelines rather than subject to 

the Adviser’s (or its related person’s) discretion. 

Investors may obtain a copy of the Adviser’s proxy voting policies and procedures and information about 

how the Adviser voted a Client’s proxies by contacting the Chief Compliance Officer, Lawrence Palermo, 

by email at compliance@twoseascap.com or by telephone at 646.420.4504. 
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Item 18. Financial Information  

Not applicable. 


