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Juniper Hill Capital Management, LP  

400 Concar Dr 

San Mateo, California 94402 

(650) 530-0679 

 

February 21, 2019 

Form ADV Part 2A (the “Brochure”) provides information about the qualifications and business practices of 

Juniper Hill Capital Management, LP and its affiliates (collectively “Juniper Hill” or “Adviser”).  For more 

information on the disclosure requirements required for the Brochure see the “General Instructions for Part 2 of 

Form ADV” by visiting www.sec.gov/rules/final/2010/ia3060.pdf.  

If you have any questions about the contents of this Brochure, please contact the Chief Compliance Officer, Chuck 

Chai (650-530-0679 / cchai@jhcap.com). Additional information about Juniper Hill is also available on the SEC’s 

website at: www.adviserinfo.sec.gov.  

Juniper Hill is registered as an investment adviser with the United States Securities and Exchange Commission 

(the “SEC”) under the Investment Advisers Act of 1940 (the “Advisers Act”).   Registration as an investment 

adviser with the SEC does not imply a certain level of skill or training. In addition, the information in this 

Brochure has not been approved or verified by the SEC or by any state securities authority.  
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Item 2: Material Changes  
 

Juniper Hill filed its initial application to register as an investment adviser with the SEC on February 15, 2019. 

Accordingly, pursuant to disclosure rules under the Advisers Act, this is the first Brochure compiled by Juniper 

Hill to provide new and prospective investors with clearly written, meaningful, current disclosure of its business 

practices, conflicts of interest and the background of its advisory personnel. All recipients of this Brochure are 

encouraged to read it carefully in its entirety.  

 
In the future, this Item will identify and discuss the material changes since the last annual update to assist clients 

and make them aware of certain information that has changed since the prior year’s Brochure.  
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Item 4: Advisory Business 
 
Juniper Hill is an investment advisory firm organized as a limited partnership under the laws of the State of 

Delaware. Chuckra (“Chuck”) Chai, Chief Compliance Officer and Partner of Juniper Hill, founded Juniper Hill 

on October 8, 2018, and registered with the SEC on February 15, 2019. Juniper Hill currently has one employee.  

Juniper Hill is owned and controlled by Chuck Chai. As of the date of this filing, the Adviser has not begun 

managing assets.   

 

Juniper Hill provides advisory services in two ways. 

 

First, Juniper Hill manages on a discretionary basis two private investment funds, Juniper Hill Capital Fund LP, 

a Delaware limited partnership (the “Onshore Fund”) and Juniper Hill Capital Fund (Offshore) LP, a Cayman 

Islands exempted limited partnership (the “Offshore Fund”).    The Fund and the Offshore Fund generally conduct 

their investment program through Juniper Hill Capital Fund (Master) LP, a Cayman Islands exempted limited 

partnership (the “Master Fund” and together with the Onshore Fund and the Offshore Fund, the “Fund”).  

Although the investment strategy of the Offshore Fund is expected to be similar to that of the Onshore Fund, the 

Onshore Fund and the Offshore Fund may make certain investments directly rather than through the Master Fund 

due to certain tax, regulatory, legal and other considerations. Juniper Hill Capital Fund GP LP, a Delaware limited 

partnership serves as the general partner to the Onshore Fund, Offshore Fund and Master Fund (the “General 

Partner”) and is an affiliate of Juniper Hill.  Depending on the context, references herein to “Juniper Hill” or 

“Adviser” may also include references to the General Partner. 

 

Second, pursuant to an advisory contract, Juniper Hill manages the assets on a discretionary basis of a family 

office (the “originating family office”) which was the former employer of Chuck Chai. 

 

In the future, Juniper Hill may sponsor and manage other private investment funds or manage separate accounts 

on a discretionary or non-discretionary basis. The private investments funds and other accounts managed by 

Juniper Hill are referred to herein as the “Clients”. 

 

In providing investment management services to its Clients, the Adviser formulates its investment objective, 

directs and manages the investment and reinvestment of each client’s assets, and provides reports to Clients.  The 

Adviser manages the assets of each Client in accordance with each Client’s individual investment objective and 

any restrictions or guidelines set forth in each Client’s respective limited partnership agreements, investment 

advisory agreements, private placement memoranda, subscription documents, and other agreements negotiated 

with Clients (collectively, the “Governing Documents”).  Juniper Hill pursues an endowment‐style investment 

approach in a flexible mandate intended to compound capital at an attractive risk‐adjusted rate of return over a 

long time horizon.  

 
Juniper Hill will seek to partner with a select group of premier investment managers and make a limited number 

of strategic direct investments to build a broadly diversified portfolio across asset classes, geographies, sectors, 

and strategies on the security level. The objective of these strategic direct investments is to maximize risk-adjusted 

real returns over the long term. Juniper Hill will focus its efforts only on a small number of investment 

opportunities that could be expressed through external managers or gained directly.  
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Item 5: Fees and Compensation  
 

Fees and expense arrangements are described in detail in each Client’s Governing Documents. The fee and 

expense terms reflect the particular needs and characteristics of the services provided to each Client, and as a 

result, are negotiable. Juniper Hill may waive or modify provisions of the Governing Documents with respect to 

a specific investor of a Client, including the fees charged to the respective investor without obtaining the consent 

of any other investor in such Client.  

 

Advisory Fees 

 

In connection with providing advisory services to Clients, Juniper Hill charges each Client a management fee that 

is generally equal to a percentage of the assets held in a Client account.  In the case of the Fund, in addition to an 

asset-based fee, a management fee is also charged on a percentage of the Fund’s unfunded commitments. In all 

instances, advisory fees will be deducted from the Client accounts, typically in advance, on a quarterly basis.  In 

the event an advisory relationship is terminated, any unearned fees (beyond agreed-upon minimum fees), will be 

refunded on a pro rata basis to the applicable Client. Additionally, as described in more detail below in Item 6 – 

Performance Based Fees and Side-by-Side Management, Juniper Hill also charges Clients a performance fee 

based on a percentage of capital appreciation in a Client account.  

 

In addition to Juniper Hill’s fees, Clients typically incur fees charged by the general partner or manager of 

underlying investments into which Juniper Hill invests on behalf of the Clients.  

 

The expenses charged to Clients are set forth in detail in the Clients’ Governing Documents.  Below is summary 

of those expenses.   

 

Organizational Expenses. Clients structured as private funds pay for expenses related to their organization (subject 

to certain agreed upon caps in the Governing Documents). Such expenses include legal expenses associated with 

the offering and formation of the funds and negotiations with fund investors, expenses of tax advisors in 

connection with structuring funds, filing expenses and fees incurred in connection with organizing and 

establishing a fund and its affiliates, and expenses incurred in connection with marketing and offering of interests 

in the fund and its affiliates (including certain travel, meals and lodging expenses, and printing costs incurred in 

connection with the offering of interests in the fund and its affiliates).  

 

Investment and Operational Expenses. Each Client generally bear all costs and expenses directly related to its 

investment program, including expenses related to research, due diligence (including without limitation travel 

expenses (e.g. airfare, lodging, meals and incidentals)), costs of procuring and maintaining computer software 

(e.g. Bloomberg terminals) and third-party research data subscriptions, proxies, underwriting and private 

placements, brokerage commissions, interest on debt balances or borrowings, custody fees, travel fees and any 

withholding, transfer taxes or other tax obligations (including any interest and penalties with respect thereto) 

imposed on a Client’s investment activities.  Each Client also bears all out-of-pocket costs for its operation and 

administration, including (i) accounting, audit and legal expenses (including, for example, those incurred for the 

Clients or the Adviser to comply with applicable law, rule or regulation), (ii) costs of any litigation or investigation 

involving the Clients’ activities, (iii) the costs, fees and expenses of any appraisers, accountants or other experts 

engaged by the Adviser as well as other expenses directly related to a Client’s investments and (iv) costs 

associated with reporting and providing information to existing and prospective investors.   



 

6 

 

 

Some expenses are borne by a single Client. However, in many cases, expenses may be allocated among multiple 

Clients. Juniper Hill has established an expense allocation policy intended to mitigate risks and ensure that 

expenses are allocated in a fair, equitable, and consistent manner across Clients.   
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Item 6: Performance-Based Fees and Side-by-Side Management  
 

Juniper Hill enters into performance fee arrangements with its Clients. The terms of the performance fee 

arrangements vary among Clients. There are different return hurdles and different fee arrangements reflecting the 

customized objectives and preferences of each Client. The performance-based fees may be charged on the basis 

of outperformance relative to an agreed upon benchmark.  In such cases, Juniper Hill may earn performance-

based fees even if the Clients’ overall performance is negative.  In measuring a Client’s assets for the calculation 

of performance-based fees, Juniper Hill includes realized and unrealized gains and losses. 

 

Performance-based fee arrangements generally align incentives with Client goals, although, they can also create 

conflicts of interests. Such fee arrangements may create an incentive for the Adviser to recommend investments 

that are riskier than those which would be recommended under a different fee arrangement. Juniper Hill has 

implemented procedures designed to mitigate such incentives, such as rigorous committee approval processes for 

investments and various forms of monitoring and testing investment decisions. Performance-based fee 

arrangements can also create an incentive to favor some accounts over others in the allocation of investment 

opportunities. Juniper Hill employs procedures designed to manage and minimize this conflict. These procedures 

apply a formulaic approach to constrained allocations but preserve the flexibility for Juniper Hill to determine on 

a case-by-case basis the most fair and appropriate set of factors to consider when allocating constrained 

investment opportunities among Clients in consideration of each Client’s specific portfolio holdings, liquidity, 

objectives, and customized mandates.   
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Item 7: Types of Clients  
 
Juniper Hill provides discretionary investment management services to private funds as well as to separate 

accounts under an advisory contract. Juniper Hill may also in the future provide non-discretionary advisory 

services.  Clients and investors in the Fund may include institutional investors, pensions, endowments, family 

offices, sovereign wealth funds, and high net worth individuals, among others.    
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Item 8: Methods of Analysis, Investment Strategies and Risk of Loss  
 
Methods of Analysis and Investment Strategies 

 
Juniper Hill seeks to partner with a select group of premier investment managers and make a limited number of 

strategic direct investments to build a broadly diversified portfolio across asset classes, geographies, sectors, and 

strategies on the security level. The objective of the portfolio is to maximize risk-adjusted real returns over the 

long term. Juniper Hill focuses its efforts only on a small number of investment opportunities that could be 

expressed through external managers or gained directly. 

 

Each portfolio is predominantly built on a bottom-up basis as a collection of investment ideas, informed by 

quantitative analysis and qualitative judgment. Juniper Hill’s managers pursue idiosyncratic value creation and 

value exploitation strategies based on their differentiated skillsets that typically results in a diversified portfolio 

of securities on a look-through basis, which should be resilient under a variety of market environments. Juniper 

Hill monitors both the portfolio asset allocation and its underlying factor exposures to account for unintended and 

unwanted aggregations of risk on an overall level. None of the asset classes are managed as discrete, standalone 

portfolios, but each play a complementary role to the risk, return, diversification and liquidity of the entire 

portfolio. 

 

Juniper Hill, on behalf of the Clients, will allocate capital to interests in third-party managed investments (such 

as private equity funds, real estate funds, energy funds, and certain hedge funds), as well as to direct investments 

in private or restricted securities.  The composition of a portfolio is likely to vary with the investment opportunity 

set. As market conditions change and valuations move, Jasper Hill will rebalance capital between external 

managers, direct investments and asset classes based on its assessment of the relative attractiveness of investment 

opportunities. Asset classes may include public equity, private equity, ETFs, real estate, absolute return, natural 

resources, fixed income, and cash. 

 

Summary of Certain Risk Factors 

 

Juniper Hill’s investment strategy is speculative and entails substantial risks.  Since market risks are inherent in 

all securities investments to varying degrees, there can be no assurance that a Client’s investment objectives will 

be achieved.  In fact, certain investment practices described above can, in some circumstances, potentially increase 

the adverse impact on investment portfolios managed by Juniper Hill. 

 

The following list of risk factors relates only to Juniper Hill’s investment strategy and does not purport to be a 

complete enumeration or explanation of the risks involved in an investment by a Client, including the general 

business and regulatory risks of an investment in private investment funds, operational risks, general market risks, 

general credit risks, liquidity risks, or other risks.  

 

General Market Conditions Risks 

 

General Economic and Market Conditions and Government Actions The success of a Client’s and any third-party 

managed investment’s activities will be affected by general economic and market conditions, such as interest 

rates, availability of credit, credit defaults, inflation rates, economic uncertainty, changes in laws (including laws 

relating to taxation of the Clients’ and third-party managed investments’ investments), trade barriers, currency 
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exchange controls, and national and international political circumstances (including wars, terrorist acts or security 

operations). These factors may affect the level and volatility of financial instruments’ prices and the liquidity of 

investments. Volatility or illiquidity could impair profitability or result in losses. The Clients and third-party 

managed investments may maintain substantial trading positions that can be adversely affected by the level of 

volatility in the financial markets. From time to time, world financial markets experience extraordinary market 

conditions, including, among other things, extreme losses and volatility in securities markets and the failure of 

credit markets to function normally. When they occur, these events can be attributed to a multiplicity of factors 

many of which are difficult to predict and which may prompt a regulatory response in the United States and other 

countries. 

 

The Clients and third-party managed investments may be subject to the risk of loss arising from exposure that it 

may incur, indirectly, due to the occurrence of various events, including, without limitation, hurricanes, 

earthquakes, and other natural disasters, terrorism and other catastrophic events. These risks of loss can be 

substantial and could have a material adverse effect on investments. 

 

Market Disruptions The Clients and third-party managed investments may incur major losses in the event of 

disrupted markets and other extraordinary events in which historical pricing relationships (on which the Adviser 

or the general partners or investment managers of any third-party managed investment bases a number of their 

trading positions) become materially distorted. The risk of loss from pricing distortions is compounded by the 

fact that in disrupted markets many positions become illiquid, making it difficult or impossible to close out 

positions against which the markets are moving. The financing available to the Clients and third-party managed 

investments from its banks, dealers and other counterparties is typically reduced in disrupted markets. Such a 

reduction may result in substantial losses to the Clients and third-party managed investments. Market disruptions 

caused by unexpected political, military and terrorist events, for example, a war or the death of a major political 

figure, may from time to time cause dramatic losses for the Clients and third-party managed investments, and 

such events can result in otherwise historically low-risk strategies performing with unprecedented volatility and 

risk. 

 

General Investment Risks 

 

The Clients and third-party managed investments are permitted to invest in a wide variety of securities, assets and 

instruments and utilize a wide variety of investment strategies. The discussion below is intended to describe risks 

associated with certain of the investments and investment strategies in or through which the Clients and third-

party managed investments may in the future invest. 

 

General All investments in securities risk the loss of capital. The Clients and third-party managed investments 

generally are not limited with respect to the types of investment strategies that they may employ or the markets 

or instruments in which they may invest. The Clients and third-party managed investments may hold positions in 

equity and equity-related securities, as well as debt securities. Capital will be invested in investments that may 

involve high risk securities, may be illiquid, and may involve highly speculative investments. Furthermore, as 

part of their respective investment programs, the Clients and third-party managed investments may utilize 

leverage and borrow or lend securities, purchase securities on margin, and finance positions and lend funds 

through repurchase and reverse repurchase agreements. Because the Clients and third-party managed investments 

may make different types of investments, with different risk, return and market correlation characteristics, it is 

difficult to predict the risk, return and market correlation characteristics of an investment in the Clients. 

Depending on conditions and trends in securities markets and the economy generally, the Adviser may pursue 
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other objectives or employ other techniques than those discussed herein that it considers appropriate and in the 

best interests of the Clients. No guarantee or representation is made that a Client’s investment program will be 

successful. 

 

Lack of Diversification The Clients’ portfolio could become significantly concentrated in any one issuer, industry, 

sector, strategy, country or geographic region, and such concentration of risk may increase the losses suffered by 

the Clients. In addition, it is possible that the Adviser may select investments that are concentrated in a limited 

number or types of financial instruments. This limited diversity could expose the Clients to losses disproportionate 

to general market movements if there are disproportionately greater adverse price movements in those financial 

instruments. 

 

Difficulty of Locating Suitable Investments There can be no assurance that there will be a sufficient number of 

suitable investment opportunities to enable the Clients to invest all of its capital in opportunities that satisfy the 

Clients’ investment objectives or that such investment opportunities will lead to completed investments by the 

Clients. The availability of investment opportunities generally will be subject to market conditions as well as, in 

some cases, the prevailing political or regulatory climate. 

 

Expedited Transactions Investment analyses and decisions by the Adviser may be undertaken on an expedited 

basis in order for the Clients to take advantage of available investment opportunities. In such cases, the 

information available to the Adviser at the time of an investment decision may be limited, and the Adviser may 

not have access to the detailed information necessary for a thorough evaluation of the investment opportunity. 

Further, the Adviser may conduct their due diligence activities over a very brief period. 

 

Competition The identification of attractive investment opportunities is difficult and involves a high degree of 

uncertainty. The Clients and third-party managed investments will compete for the acquisition of investments 

with many other investors, some of which will have greater resources than the Clients and third-party managed 

investments. Such competitors may include other private investment funds as well as individuals, financial 

institutions and other institutional investors. Further, it is possible that competition for appropriate investment 

opportunities may increase, thus reducing the number of opportunities available and adversely affecting the terms 

upon which investments by the Clients and third-party managed investments can be made. 

 

Uncertainty The Clients may make particularly risky investments in third-party managed investments that also 

may offer the potential for correspondingly high returns. As a result, an investment in a third-party managed 

investment may lose all or substantially all of its investment in any particular instance, which would have an 

adverse effect on the Clients. 

 

Illiquid Investments The Clients and third-party managed investments will make investments that are subject to 

legal or other restrictions on transfer or for which no liquid market exists. The market prices, if any, of such 

investments tend to be volatile and the Clients and third-party managed investments may not be able to sell such 

investments when it desires, or, upon sale, to realize what they perceives to be their fair value. Moreover, the 

Clients and third-party managed investments will invest in securities that are not listed on a stock exchange or 

traded on an over-the-counter market. As a result of the absence of a public trading market, such securities may 

be less liquid than publicly traded securities and the Clients and third-party managed investments may encounter 

substantial delays in selling such securities. Although non-publicly traded securities may be resold in privately 

negotiated transactions, the prices realized from these sales could be less than the prices originally paid or 

previously marked by the Clients or third-party managed investments.  
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Liquidity; Availability of Credit The Clients and third-party managed investments may use investment strategies 

that depend on the availability of credit in order to permit the financing of its portfolio. The Clients’ or third-party 

managed investments’ liquidity could be impaired by an inability to access debt markets, an inability to sell assets 

or unforeseen outflows of cash or collateral. Any or all of these situations could arise due to circumstances that 

the Clients or third-party managed investments may be unable to control, such as a general market disruption or 

an operational problem that affects third parties. Liquidity risk will be increased if the Clients or third-party 

managed investments are required to liquidate positions to meet margin requirements, margin calls or other 

funding requirements. If there are other market participants seeking to dispose of similar financial instruments at 

the same time, the Clients or third-party managed investments may be unable to sell the financial instruments or 

prevent losses relating to the financial instruments. In times of market stress, the liquidation of securities that are 

generally regarded as highly liquid nonetheless may result in the Clients or third-party managed investments 

incurring significant losses. Furthermore, if the Clients incur substantial trading losses, the need for liquidity 

could rise sharply while its access to liquidity could be impaired. The ability of counterparties to take actions 

following declines in investment values which result in the forced liquidation of highly leveraged positions in 

declining markets, including as a result of the Clients or third-party managed investments having insufficient 

liquidity to meet margin calls, could subject it to substantial losses. The Adviser may fail to adequately predict 

the liquidity that the Clients or third-party managed investments require to address counterparty requirements 

relating to falling values of investments being financed by the counterparties, which could result not only in losses 

related to the investments, but also in losses related to the need to liquidate unrelated investments in order to meet 

the Clients’ or third-party managed investments’ obligations. The Clients’ or third-party managed investments’ 

losses may be magnified in the event that significant capital is invested in highly leveraged investments or 

investment strategies. Such losses would result in a decline in assets, may lead to requests from investors in the 

Clients or third-party managed investments to redeem remaining assets, and may in certain circumstances damage 

the Clients’ or third-party managed investments’ reputation. 

 

Valuation The Adviser is responsible for valuing the assets of the Clients. Such valuation will affect reported 

Client performance. Although the Adviser performs its valuation of the assets of the Clients pursuant to certain 

written guidelines, which generally involve current market price information, there will be investments as to 

which current or reliable market price information is unavailable, in which event the Adviser has discretion in 

determining the appropriate means of valuation. In addition, the Adviser will generally rely on third parties for 

information related to the valuation of the Clients’ assets, including, for the avoidance of doubt, valuations from 

third parties for the third-party managed investments. There can be no assurance that the value assigned to an 

investment at a certain time will equal the value that the Clients could realize in an arm’s length transaction 

between a willing buyer and seller.  

 

Lender Liability Claims There may be circumstances where a debt investment of the Clients or third-party 

managed investments could be subordinated to claims of other creditors or the Clients or third-party managed 

investments could be subject to lender liability claims. If a company that the Clients or third-party managed 

investments are invested in were to go bankrupt, even though the Clients or third-party managed investments may 

have structured its investment as senior debt, depending on the facts and circumstances, a bankruptcy court might 

re-characterize such debt holding as an equity investment and subordinate or disallow all of a portion of the 

Clients’ or third-party managed investments’ senior debt claim to that of other creditors. In addition, lenders can 

be subject to lender liability claims for actions taken by them where they become too involved in the borrower’s 

business or exercise control over the borrower. 
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Direct Lending The Clients’ and third-party managed investments’ investment activities may include loan 

origination. To the extent the Clients or third-party managed investments originate loans based partly upon the 

adequacy of the borrower’s collateral, an incorrect valuation of such collateral may result in unforeseen losses. 

Despite performing due diligence on the collateral, including, where appropriate, by engaging third-party 

independent valuators to estimate the value of the collateral pledged by the borrower, the inherent uncertainty of 

valuation of collateral may result in values that differ significantly from the values that can ultimately be obtained 

for such collateral. In addition, even if collateral is initially valued correctly, changes in market conditions, 

regulations or other circumstances or changes directly related to such collateral may materially adversely affect 

the value thereof. The Clients or third-party managed investments would also be dependent on a borrower’s ability 

to obtain replacement financing or sell the underlying assets to repay its loans, which could depend on market 

conditions and other factors. Loans are subject to risks of borrower defaults, bankruptcies, fraud, losses and 

special hazard losses that are not covered by standard hazard insurance. In the event of any default under loans 

made by the Clients or third-party managed investments, the third-party managed investments and Clients bear 

the risk of loss of principal and non-payment of interest and fees to the extent of any deficiency between the value 

of the collateral and the principal amount and unpaid interest of the loan. To the extent the Clients or third-party 

managed investments suffer such losses with respect to any investment, the third-party managed investments’ and 

the Clients’ return may be negatively affected. 

 

Secured Loans Certain loans held by the Clients or third-party managed investments will be secured. While 

secured loans originated or purchased by the Clients or third-party managed investments will generally be 

structured to be over-collateralized, the third-party managed investments and the Clients may be exposed to losses 

resulting from default and foreclosure. Therefore, the value of the underlying collateral, the creditworthiness of 

the borrower and the priority of the lien are each of great importance. The Clients and the third-party managed 

investments cannot guarantee the adequacy of the protection of the Clients’ or the third-party managed 

investments’ interests, including the validity or enforceability of the loan and the maintenance of the anticipated 

priority and the perfection of the applicable security interests. Furthermore, the Clients and the third-party 

managed investments cannot assure that claims may not be asserted that might interfere with enforcement of the 

Clients’ or the third-party managed investments’ rights. In the event of a foreclosure, the Clients or the third-party 

managed investments may assume direct ownership of the underlying asset. The liquidation proceeds upon sale 

of such asset may not satisfy the entire outstanding balance of principal and interest on the loan, resulting in a 

loss to the third-party managed investments and the Clients. Any costs or delays involved in the effectuation of a 

foreclosure of the loan or a liquidation of the underlying property will further reduce the proceeds and thus 

increase the loss. 

 

Assignments and Participation The Clients and the third-party managed investments may acquire interests in loans 

either directly (by way of assignment) or indirectly (by way of participation). The purchaser of an assignment 

typically succeeds to all the rights and obligations of the assigning institution and becomes a contracting party 

under the loan agreement with respect to the loan; however, its rights can be more restricted than those of the 

assigning institution. Participations in a portion of a loan typically result in a contractual relationship only with 

the institution participating out the interest and not with the obligor. The Clients and the third-party managed 

investments would, in such a case, have the right to receive payments of principal and interest to which it is 

entitled only from the institution selling the participation, and not directly from the obligor, and only upon receipt 

by such institution of such payments from the obligor. As the owner of a participation, the Clients or the third-

party managed investment generally will have no right to enforce compliance by the obligor with the terms of the 

loan agreement or to vote on amendments to the loan agreement, nor any rights of set-off against the obligor, and 

the Clients or the third-party managed investment may not directly benefit from collateral supporting the loan in 
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which it has purchased the participation. In addition, in the event of the insolvency of the selling institution under 

the laws of the United States and the states thereof, the Clients or the third-party managed investments may be 

treated as a general creditor of such selling institution, and may not have any exclusive or senior claim with 

respect to the selling institution’s interest in, or the collateral with respect to, the applicable loan. Consequently, 

the Clients or the third-party managed investments will assume the credit risk of both the obligor and the 

institution selling the participation to the Clients or the third-party managed investments. As a result, 

concentrations of participations from any one selling institution subject the Clients or the third-party managed 

investments to an additional degree of risk with respect to defaults by such selling institution. 

 

Derivative Instruments The Clients and the third-party managed investments use various derivative instruments, 

including options, forward contracts, swaps and other derivatives which may be volatile and speculative. Certain 

positions may be subject to wide and sudden fluctuations in market value, with a resulting fluctuation in the 

amount of profits and losses. Use of derivative instruments presents various risks, including the following: 

 

Tracking – When used for hedging purposes, an imperfect or variable degree of correlation between price 

movements of the derivative instrument and the underlying investment sought to be hedged may prevent 

the Clients from achieving the intended hedging effect or expose the Clients or the third-party managed 

investments to the risk of loss. 

 

Liquidity – Derivative instruments, especially when traded in large amounts, may not be liquid in all 

circumstances, so that in volatile markets the Clients or the third-party managed investments may not be 

able to close out a position without incurring a loss. In addition, daily limits on price fluctuations and 

speculative positions limits on exchanges on which the Clients or the third-party managed investments 

may conduct its transactions in certain derivative instruments may prevent prompt liquidation of positions, 

subjecting the Clients or the third-party managed investments to the potential of greater losses. 

 

Effective Leverage – Trading in derivative instruments can result in large amounts of effective leverage. 

Thus, trading in derivative instruments may magnify the gains and losses experienced by the Clients or 

the third-party managed investments, and could cause the Clients’ or the third-party managed 

investments’ net asset value to be subject to wider fluctuations than would be the case if the Clients or the 

third-party managed investments did not use the effective leverage feature in derivative instruments. 

 

Over-the-Counter (“OTC”) Trading – Derivative instruments that may be purchased or sold by the Clients 

may include instruments not traded on an exchange. OTC derivatives, unlike exchanged-traded options, 

are two-party contracts with price and other terms negotiated by the buyer and seller. The risk of 

nonperformance by the obligor on such an instrument may be greater and the ease with which the Clients 

can dispose of or enter into closing transactions with respect to such an instrument may be less than in the 

case of an exchange-traded instrument. In addition, significant disparities may exist between “bid” and 

“asked” prices for derivative instruments that are not traded on an exchange. Derivative instruments not 

traded on exchanges are also not subject to the same type of government regulation as exchange traded 

instruments, and many of the protections afforded to participants in a regulated environment may not be 

available in connection with such transactions. Recent legislation in the United States would require 

certain instruments currently traded over-the-counter to be traded on an exchange and cleared through a 

central clearing house. 

 

General Risks of Real Estate Ownership The investments of the Clients and the third-party managed investments 
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may be subject to the risks generally incident to the ownership of real property, including uncertainty of cash flow 

to meet fixed and other obligations; adverse changes in local market conditions, population trends, neighborhood 

values, eminent domain, community conditions, general economic conditions, local employment conditions, 

interest rates, and real estate tax rates; changes in fiscal policies; competition from other properties; and uninsured 

losses and other risks that are beyond the control of the Clients or the third-party managed investments. There can 

be no assurance of profitable operations because the cost of owning the Clients’ or the third-party managed 

investments’ investments may exceed the income produced, particularly since certain expenses related to real 

estate and its development and ownership, such as property taxes, utility costs, maintenance costs, and insurance, 

tend to increase over time and are largely beyond the control of the owner. 

 

Risks Associated with Real Property Acquisitions The Clients and third-party managed investments may acquire 

real property. These acquisitions are subject to many risks. The Clients and third-party managed investments may 

acquire properties that are subject to liabilities or that have problems relating to environmental condition, state of 

title, physical condition, or compliance with zoning laws, building codes, or other legal requirements. In each 

case, the Clients’ and a third-party managed investment’s acquisition of a real estate property may be without any 

recourse, or with only limited recourse, with respect to unknown liabilities or conditions. As a result, if any 

liability were asserted against the Clients or a third-party managed investments relating to those properties, or if 

any adverse condition existed with respect to the properties, the Clients and third-party managed investments 

might have to pay substantial sums to settle or cure it, which could adversely affect the cash flow and operating 

results of the Clients and third-party managed investments. 

 

Non-U.S. Investments The Clients and third-party managed investments may purchase securities of non-U.S. 

issuers. Investments outside of the United States or denominated in non-U.S. currencies pose currency exchange 

risks (including blockage, devaluation and non-exchangeability), as well as a range of other potential risks 

including, depending on the country involved, expropriation, confiscatory taxation, political or social instability, 

illiquidity, price volatility, higher transaction costs (including the cost of converting currency) and market 

manipulation. In addition, less information may be available regarding non-U.S. issuers and 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. 

 

Further, non-U.S. securities markets may not be as liquid as U.S. markets. There is generally less government 

supervision and regulation of exchanges, brokers and issuers in non-U.S. markets than in the U.S. The Clients 

and third-party managed investments might have greater difficulty taking appropriate or necessary legal action in 

non-U.S. courts. Non-U.S. markets also have different clearance and settlement procedures that, in some markets, 

have failed to keep pace with the volume of transactions, thereby creating substantial delays and settlement 

failures that could adversely affect the Clients’ and third-party managed investments’ performance. Greater tax 

risks and complexities also may be associated with these investments. 

 

Currency Risks Although investments are expected to be typically denominated in U.S. Dollars, the Clients and 

third-party managed investments may invest in securities and may receive a portion of their income and gains in 

currencies other than the U.S. Dollar. A reduction in the value of such other currencies relative to the U.S. Dollar 

prior to conversion into U.S. Dollars would adversely affect the net asset value of the Clients. To the extent 

unhedged, the value of the Clients’ net assets will fluctuate with U.S. dollar exchange rates as well as with price 

changes of the Clients’ and third-party managed investments’ investments in the various local markets and 

currencies. Futures contracts, forward currency contracts and options, as well as spot market trading, may be 

utilized by the Clients and third-party managed investments to hedge against currency fluctuations, but the Clients 
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and third-party managed investments are not required to hedge and there can be no assurance that such hedging 

transactions, even if undertaken, will be effective. Some currency risks are difficult or impossible to hedge, 

including, for example, the impact of exchange rate fluctuations on third-party managed investments’ businesses 

and macroeconomics. In many emerging countries, the markets for certain of these hedging instruments are not 

highly developed or do not exist. Further, the Clients may, but are not required to, seek to hedge such non-U.S. 

currency exposure but the Clients and third-party managed investments will necessarily be subject to currency 

exchange risk. 

 

Hedging Transactions The Clients and third-party managed investments may invest in securities and utilize 

financial instruments, including but not limited to, forward contracts, currency options and interest rate swaps, 

caps and floors both for investment purposes and hedging purposes in order to: (i) protect against possible changes 

in the market value of portfolio positions resulting from fluctuations in the securities markets and changes in 

interest rates, (ii) protect the unrealized gains in the value of portfolio positions, (iii) facilitate the sale of any such 

investments, (iv) establish a position as a temporary substitute for other securities, (v) enhance or preserve returns, 

spreads or gains on any investment in a portfolio, (vi) hedge the interest rate or currency exchange rate on any 

liabilities or assets, (vii) protect against any increase in the price of any securities which purchase is anticipated 

at a later date or (viii) for any other reason that the Clients and third-party managed investments deem appropriate. 

The Clients and third-party managed investments also may utilize such financial instruments for these types of 

hedging purposes. 

 

Hedging against a decline in the value of a portfolio position does not eliminate fluctuations in the values of 

portfolio positions or prevent losses if the values of such positions decline, but establishes other positions designed 

to gain from those same developments, thus moderating the decline in the portfolio positions’ value. Such hedging 

transactions also limit the opportunity for gain if the value of the portfolio position should increase. Moreover, it 

may not be possible for the Clients and third-party managed investments to hedge against an exchange rate, 

interest rate or security price fluctuation that is so generally anticipated that the Clients and third-party managed 

investments are not able to enter into a hedging transaction at a price sufficient to protect its assets from the 

decline in value of the portfolio positions anticipated as a result of such fluctuations. 

 

The Clients and third-party managed investments are not required to attempt to hedge portfolio positions and, for 

various reasons, may determine not to do so. Moreover, the Clients and third-party managed investments are not 

obligated to hedge against fluctuations in the value of their portfolio positions as a result of changes in market 

interest rates or any other developments. Furthermore, the Clients and third-party managed investments may not 

anticipate a particular risk so as to hedge against it. While the Clients and third-party managed investments may 

enter into hedging transactions to seek to reduce risk, such transactions may result in a poorer overall performance 

for the Clients and third-party managed investments than if the Clients and third-party managed investments had 

not engaged in any such hedging transaction. In addition, the degree of correlation between price movements of 

the instruments used in a hedging strategy and price movements in the portfolio position being hedged may vary. 

For a variety of reasons, the Clients and third-party managed investments may not seek to establish a perfect 

correlation between such hedging instruments and the portfolio holdings being hedged. Such imperfect correlation 

may prevent the Clients and third-party managed investments from achieving the intended hedge or expose the 

Clients and third-party managed investments to risk of loss. The successful utilization of hedging and risk 

management transactions requires skills complementary to those needed in the selection of the Clients’ and third-

party managed investments’ portfolio holdings. Moreover, it should be noted that a portfolio will always be 

exposed to certain risks that cannot be hedged, such as credit risk (relating both to particular securities and 

counterparties), “liquidity risk” and “widening” risk. 
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Co-Investments with Third Parties The Clients and the third-party managed investments may co-invest with 

partners and/or third parties through partnerships, joint ventures or other co-investment entities. Such investments 

may involve additional risks, including the possibility that a third-party co-venturer or partner may, at any time, 

have economic or business interests or goals that are inconsistent with those of the Clients, may have financial 

difficulties resulting in a negative impact on such investment or may be in a position to take action in a manner 

contrary to the investment objectives of the Clients and the third-party managed investments. In those 

circumstances where such third parties involve a management group, such third parties may receive compensation 

arrangements relating to such investments, including incentive compensation arrangements. Such compensation 

arrangements will reduce the return to participants in the investments. In addition, the Clients and the third-party 

managed investments may in certain circumstances be liable for actions of its third-party coventurer or partner. 

 

Leverage The Clients and third-party managed investments may lever their respective investment positions by 

borrowing or investing in entities that use leverage. Such leverage increases both the potential profit and the 

potential loss of the Clients’ and third-party managed investments’ net assets. The cumulative effect of the use of 

leverage by the Clients and third-party managed investments in a market that moves adversely to its investments 

could result in a substantial loss to the Clients and third-party managed investments that would be greater than if 

the Clients and third-party managed investments were not leveraged. Failure to satisfy the terms of debt incurred 

by the Clients and third-party managed investments can have negative consequences, including forced liquidation 

of other investments of the Clients and third-party managed investments in order to satisfy the borrower’s 

obligations. Leverage may also take the form of trading on margin, which will result in interest charges that could 

be substantial. Futures and forward trading permit a high degree of leverage and, accordingly, a relatively small 

price movement in a futures or forward contract may result in the immediate and substantial decline in value of 

an investment. The use of leverage will have the effect of increasing the volatility of the Clients’ and third-party 

managed investments’ investments. 

 

Lower Credit Quality Securities There are no restrictions on the credit quality of the investments of the Clients or 

the third-party managed investments. Securities in which the Clients and third-party managed investments may 

invest may be deemed by rating companies to face substantial vulnerability to default in payment of interest and/or 

principal. Other securities may be unrated. Lower-rated and unrated securities in which the Clients and third-party 

managed investments may invest can have substantial uncertainties or major risk exposures to adverse market 

conditions, and are often considered to be speculative. Generally, such securities offer a higher return potential 

than higher-rated securities, but involve greater price volatility and may involve less liquidity and greater risk of 

loss of income and principal. 

 

The market values of certain of these securities (such as subordinated securities) also tend to be more sensitive to 

changes in economic conditions than higher rated securities. Declining real estate values, in particular, will 

increase the risk of loss upon default, and may lead to a downgrading of the securities by rating agencies. The 

value of such securities may also be affected by changes in the market’s perception of the entity issuing or 

guaranteeing them, or by changes in government regulations and tax policies. In general, the ratings of nationally 

recognized rating organizations represent the opinions of these agencies as to the quality of securities that they 

rate. These ratings may be used by the Adviser as initial criteria for the selection of portfolio securities. Such 

ratings, however, are subjective; they are not absolute standards of quality and may not capture the market value 

risk of the securities accurately. It is also possible that a rating agency might not change its rating of a particular 

issue on a timely basis to reflect events that have occurred. 
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Synthetic Participation in Investments The Clients and third-party managed investments may utilize customized 

derivative instruments, including swaps, options, forwards, notional principal contracts or other financial 

instruments, to replicate, modify or replace the economic attributes associated with an investment. This may 

subject the Clients and third-party managed investments to certain additional risks in connection with an 

investment. If the Clients and third-party managed investments enter into derivative instruments whereby they 

agree to receive the return of a security or financial instrument or a basket of securities or financial instruments, 

it may not have the ability to increase or decrease its exposure. In addition, such customized derivative instruments 

likely will be highly illiquid. Furthermore, derivative instruments typically contain provisions giving the 

counterparty the right to terminate the contract upon the occurrence of certain events, which could adversely 

affect the Clients’ and third-party managed investments’ returns. If the Clients and third-party managed 

investments seek to participate in an investment through the use of such synthetic derivative instruments, the 

Clients and third-party managed investments may not acquire any voting interests or other shareholder rights that 

would otherwise be acquired in connection with an investment, and will pay the counterparty to any such 

customized derivative instrument structuring fees and ongoing transaction fees, which will reduce the investment 

performance of the Clients and third-party managed investments. Finally, certain tax aspects of such customized 

derivative instruments are uncertain and, if the Clients’ and third-party managed investments’ tax treatment of 

such instruments is challenged successfully by tax or other regulatory authorities in the applicable country or 

jurisdiction, a Limited Partner’s return could be adversely affected. The Clients has not obtained any opinion or 

other advice with respect to any tax consequences in the United States or any other jurisdiction relating to 

derivative instruments. 

 

Emerging and Frontier Market Investments The Clients and third-party managed investments may invest in 

securities, including debt securities, of companies based in emerging or frontier markets or issued by the 

governments of such countries. Investing in securities of emerging or frontier countries and companies involves 

certain considerations not usually associated with investing in securities of developed countries or of companies 

located in developed countries, including political and economic considerations, such as greater risks of 

expropriation, confiscatory taxation, imposition of withholding or other taxes on dividends, interest, capital gains 

or other income, limitations on the removal of funds, nationalization and general social, political and economic 

instability; the small size of the securities markets in such countries and the low volume of trading, resulting in 

potential lack of liquidity and in price volatility; fluctuations in the rate of exchange between currencies and costs 

associated with currency conversion; certain government policies that may restrict the Clients’ and third-party 

managed investments’ investment opportunities and problems that may arise in connection with the clearance and 

settlement of trades. In addition, accounting and financial reporting standards that prevail in certain of such 

countries generally are not equivalent to standards in more developed countries and, consequently, less 

information is available to investors in companies located in these countries than is available to investors in 

companies located in more developed countries. Further, emerging and frontier market debt securities are unrated 

or rated in lower rating categories by the various credit rating agencies. These securities are subject to greater risk 

of loss of principal and interest than higher-rated securities and are generally considered to be predominantly 

speculative with respect to the issuer’s capacity to pay interest and repay principal. They are also generally subject 

to greater risk than securities with higher credit ratings in the case of deterioration of general economic conditions. 

Because investors generally perceive that there are greater risks associated with lower-rated securities, the yields 

or prices of such securities may tend to fluctuate more than those for higher-rated securities. The market for 

emerging and frontier market debt securities is thinner and less active than that for higher-rated securities, which 

can adversely affect the prices at which securities are sold. In addition, adverse publicity and investor perceptions 

about emerging market debt securities, whether or not based on fundamental analysis, may be a contributing 

factor in a decrease in the value and liquidity of such securities. The sovereign debt obligations in which the 
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Clients and third-party managed investments may invest in many cases pertain to countries that are among the 

world’s largest debtors to commercial banks, non-U.S. governments, international financial organizations and 

other financial institutions.  

 

Counterparty Risk The Clients and the third-party managed investments are exposed to the credit and settlement 

risk of the counterparties, brokers, dealers and exchanges through which they deal, whether they engage in 

exchange-traded or off-exchange (over-the-counter) transactions. In the case of over-the-counter or interbank-

traded instruments such as swaps, derivatives, or other synthetic instruments, these risks may differ materially 

from those involved in exchange-traded transactions, which generally are characterized by clearing organization 

guarantees and other customer protection rules (but which nonetheless create credit exposure to the clearing 

broker in the event of their failure to perform on these obligations). Transactions entered into directly between 

two counterparties generally do not benefit from the protections of exchange-traded markets, which in turn may 

subject the Clients or the third-party managed investments to the risk that a counterparty will not settle in 

accordance with agreed terms and conditions because of a dispute over the terms of the contract or because of a 

solvency or liquidity problem. Such “counterparty risk” is increased for contracts with longer maturities when 

events may intervene to prevent full settlement. Furthermore, upon the bankruptcy, insolvency or liquidation of 

any counterparty, the Clients may be deemed to be a general unsecured creditor of such counterparty and could 

suffer a total loss with respect to any positions and/or transactions with such counterparty. The Clients’ and the 

third-party managed investments’ ability to transact business with counterparties, the lack of any independent 

evaluation of the counterparties or their financial capabilities, and the absence of regulated market to facilitate 

settlement, may increase the Clients’ and the third-party managed investments’ potential for losses. The Clients 

and the third-party managed investments are subject to the risk of failure of any of the exchanges on which its 

positions trade or of their clearinghouses. Because securities owned by the Clients or the third-party managed 

investments that are held by broker-dealers are generally not held in the Clients’ or the third-party managed 

investments’ name, the bankruptcy of any such broker-dealer could have a greater adverse impact on the Clients 

or the third-party managed investments than if such securities were registered in the Clients’ or the third-party 

managed investments’ name. 

 

Litigation In the ordinary course of its business, the Adviser, the Clients, or the third-party managed investments 

may be subject to litigation, or the threat of litigation, from time to time. Any litigation may consume substantial 

amounts of the Adviser’s time and attention, and the time and devotion of resources to litigation may, at times, 

be disproportionate to the amounts at stake in the litigation. The expense of defending against claims by third 

parties and paying any amounts pursuant to settlements or judgments would generally be borne by the Clients and 

the third-party managed investments and would reduce net assets or could require the Clients’ investors to return 

to the Clients or the third-party managed investments distributed capital and earnings. 

 

New Issue Investments The rules of the Financial Industry Regulatory Authority (“FINRA”) regulate securities 

firms’ activities related to the sale of “new issues” (as defined under applicable FINRA rules) to pooled investment 

funds if “restricted” persons (generally, people engaged in the securities industry) or “covered” persons hold 

beneficial interests in the Clients. As a result, to comply with FINRA rules, the Adviser may be required to limit 

such restricted persons’ and covered persons’ participation in the gains or losses resulting from such investments. 

 

U.S. Government Securities The Clients and third-party managed investments may invest in U.S. Government 

securities. Generally, these securities include U.S. Treasury obligations and obligations issued or guaranteed by 

U.S. Government agencies, instrumentalities or sponsored enterprises. U.S. Government securities also include 

Treasury receipts and other stripped U.S. Government securities, where the interest and principal components of 
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stripped U.S. Government securities are traded independently. These securities are subject to market and interest 

rate risk. The Clients and third-party managed investments may also invest in zero coupon U.S. Treasury securities 

and in zero coupon securities issued by financial institutions, which represent a proportionate interest in 

underlying U.S. Treasury securities. A zero coupon security pays no interest to its holder during its life, and its 

value consists of the difference between its face value at maturity and its cost. The market prices of zero coupon 

securities generally are more volatile than the market prices of securities that pay interest periodically. 

 

Business, Legal and Regulatory Risk The Clients and third-party managed investments may invest in securities 

traded in various markets throughout the world, some of which are highly controlled by government authorities. 

Particularly in developing countries, laws governing transactions in securities, securities indices and other 

contractual relationships are new and largely untested. As a result, these investments may entail unusual risks, 

including inadequate investor protection, contradictory legislation, incomplete, unclear and changing laws, 

ignorance or breaches of regulations on the part of other market participants, lack of established or effective 

avenues for legal redress, lack of standard practices and confidentiality customs and lack of enforcement of legal 

regulations or judgments. 

 

Risks Associated with Third-Party Managed Investments 

 

Portfolio Valuation The Clients’ interests in third-party managed investments will generally be valued in 

accordance with GAAP or other applicable accounting standards. These valuations may be provided by the 

general partners or investment managers of third-party managed investments to the Clients based on interim 

unaudited financial statements. The Adviser has limited ability to assess the accuracy of the valuations received 

from the general partners or investment managers of third-party managed investments. Furthermore, the net asset 

values received by the Clients from such general partners or investment managers typically are estimates only, 

subject to revision through the end of each third-party managed investment’s annual audit, and no net asset value 

figure of the Clients can be considered final until the Clients’ annual audit is completed. 

 

Limited Transparency The Clients’ business models are premised on the ability to obtain an appropriate level of 

transparency from the general partners or investment managers of third-party managed investments regarding 

their portfolio positions coupled with the Clients’ right to withdraw its capital in a timely manner if, among other 

reasons, the third-party managed investment experiences poor performance or a failure to attract or maintain a 

reasonable level of assets, or there is an occurrence of certain “key man” or similar events. Some general partners 

or investment managers of third-party managed investments may be unwilling to grant these rights for a variety 

of reasons, including due to confidentiality concerns, or concerns that such rights if not provided to all investors, 

could cause the general partner or investment manager to breach duties or other obligations owed to other 

investors in the third-party managed investment. In such event, the Adviser may nevertheless elect to invest with 

the general partner or investment manager and in such cases, may not have the ability to closely monitor 

performance or to withdraw on a timely basis. 

 

Dependence on the General Partners or Advisers of Third-Party Managed Investments The Adviser will generally 

invest the assets of the Clients with the general partners or investment managers of third-party managed 

investments. The success of the Clients depends upon the ability of the general partners or investment managers 

to develop and implement investment strategies that achieve the Clients’ investment objectives. For example, a 

general partner’s or investment manager’s inability to effectively hedge an investment strategy that it utilizes may 

cause the assets of the Clients invested with such third-party managed investment to significantly decline in value 

and could result in substantial losses to the Clients. Moreover, through its investments in third-party managed 
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investments, the Clients may have indirect investments in companies, the valuations of which are sensitive to 

movements in the overall economy or in those companies’ industrial or economic sectors. In addition, the loss of 

one or more key individuals of such general partner or investment manager could have a material adverse effect 

on the performance of the third-party managed investments and, in turn, the Clients. 

 

Early Stage Managers Because third-party managed investments may be operated by general partners or 

investment managers who do not have substantial experience in operating the third-party managed investments 

and do not have significant track records, Client investments may be subject to more significant risks than would 

be the case if the Clients invested primarily with more “seasoned” general partners or investment managers with 

longer track records. 

 

Risk Management Activities The Adviser attempts to measure and monitor risks of the general partners and 

investment managers of third-party managed investments. The amount and quality of risk due diligence, 

measurement and monitoring is dependent on access to the portfolios and risk management systems (if any) of 

such general partners and investment managers. There is no assurance that such general partners and investment 

managers will give access to this data. When this information is unavailable, estimates of risk will be made which 

may turn out to be inaccurate. Efforts to measure and reduce risk may not be successful. No amount of diligence 

can eliminate the possibility that one or more of such general partners and investment managers may engage in 

improper or fraudulent conduct, including unauthorized changes in investment strategy, misappropriation of 

assets and unsupportable valuations of portfolio securities. The Clients may rely upon representations made by 

such general partners and investment managers, accountants, attorneys and other investment professionals. If any 

such representations are misleading, incomplete, or false, this may result in the selection of general partners and 

investment managers and third-party managed investments that might otherwise have been eliminated from 

consideration had more accurate and complete information been made available to the Clients. 

 

Use of Multiple Managers No assurance can be given that the collective performance of the general partners or 

investment managers of third-party managed investments will result in profitable returns for the Clients as a 

whole. The good performance achieved by one or more general partners or investment managers may be offset 

by poor performance experienced by other general partners or investment managers. The general partners or 

investment managers invest wholly independently of one another and may at times hold economically offsetting 

positions. To the extent that the general partners or investment managers do, in fact, hold such positions, a Client, 

considered as a whole, cannot achieve pretax gain or loss despite incurring expenses. Alternatively, two or more 

general partners or investment managers may employ similar strategies or invest in some of the same assets, 

resulting in less diversification to the Clients than is desired. In addition, a general partner or investment manager 

may be compensated based on the performance of its portfolio. Accordingly, a particular general partner or 

investment manager may receive incentive compensation in respect of its portfolio for a period during which the 

Clients’ overall portfolio did not appreciate. 

 

Compensation Arrangements with Managers General partners or investment managers of third-party managed 

investments may receive compensation based on the performance of their investments. Such compensation 

arrangements may create an incentive to make investments that are riskier or more speculative than would be the 

case if such arrangements were not in effect. In addition, because performance-based compensation is calculated 

on a basis that includes unrealized appreciation of the Clients’ assets, it may be greater than if such compensation 

were based solely on realized gains.  

 

Multiple Levels of Expense The Clients and the third-party managed investments have expenses and management 
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costs that are borne by the Clients. As a result, investors in the Clients will be subject to fees and expenses at the 

Clients level and the third-party managed investment level, and their returns will be net of all such fees and 

expenses. 

 

Investment Liabilities The investments generally are not “ring-fenced” from one another. Thus, if certain 

conditions are met, the debts, liabilities, obligations and expenses incurred, contracted for or otherwise existing 

with respect to an investment may impair other assets of the applicable Client. Thus, it is possible that an investor 

of the Client may be exposed to the liabilities of a particular investment that exceed its pro rata share thereof. 

 

Non-Disclosure of Other Arrangements One or more general partners or investment managers of third-party 

managed investments may, without notice to the Clients or their investors, as applicable, create classes of interests 

from time to time that are different from the class of interests of the third-party managed investments acquired by 

the Clients or enter into agreements with certain investors in the third-party managed investments granting them, 

among other things, greater portfolio transparency, fee waivers or reductions, minimum investment amounts, 

interests having different voting rights or restrictions, additional rights to reports and other information and other 

more favorable investment terms, including withdrawal rights, than the terms associated with the Clients’ 

investment. Such general partner or investment manager will have no obligation to offer such additional rights, 

terms or conditions to all of its investors, including the Clients. The Clients will generally seek “most favored 

nations” protection to enable the Clients to obtain the same rights given to another investor if those rights are 

more favorable than those originally obtained by the Clients. However, there can be no assurance that the Clients 

will obtain such protection in all cases. 

 

Conflicts of Interest Involving the Advisers of the Third-Party Managed Investments Certain of the general 

partners or investment managers of third-party managed investments may engage in other forms of related and 

unrelated activities in addition to advising a third-party managed investment. They may also make investments 

in third-party managed investments for their own account. Activities such as these could detract from the time a 

general partner or investment manager of a third-party managed investment devotes to the affairs of a third-party 

managed investment. In addition, certain of the general partners or investment managers may engage affiliated 

entities to furnish services to third-party managed investments and may themselves provide services. As a result, 

in such instance the choice of the affiliated entity and the level of commissions or other fees paid for such services 

(including the size of any mark-up imposed by a counterparty) may not have been made at arm’s length. 

 

Soft Dollars The Adviser may enter into “soft dollar” arrangements with one or more broker-dealers whereby the 

Adviser will direct securities transactions to the broker-dealer in return for research products and services from 

the broker-dealer. Although the Adviser will use the research and services in making investment decisions for the 

Clients, the Adviser may use such research or services for other accounts and the Clients will generally pay more 

than the lowest available commissions for execution of these transactions. The Adviser may also enter into “soft 

dollar” arrangements to cover Client expenses or costs and expenses of the Adviser to the extent such 

arrangements are permitted by law and described in this Memorandum. See Item 12 Brokerage Practices. 

 

Other Risks 

 

In addition to the risks described above relating to investments, there are certain risks inherent to entering into an 

advisory contract with the Adviser. 

 

Reliance on Investment Professionals The success of a Client’s investment program is dependent on the expertise 
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of the professionals of the Adviser. The loss of professionals on the Adviser’s team could have a material adverse 

effect on the performance of the Fund. 

 

Provision of Managerial Assistance The Adviser may obtain rights to participate in or influence the conduct of 

the management of the portfolio companies to which an investment relates, which could expose the Adviser to 

claims by such company, its security holders and its creditors. If these liabilities were to occur, it could adversely 

impact and a Client’s investment. 

 

Material, Non-Public Information By reason of its responsibilities in connection with the Clients’ investment 

activities, and notwithstanding procedural safeguards including, but not limited to, information barriers and 

restricted securities lists, from time to time, the Adviser may come into possession of confidential or material, 

non-public information that would limit the ability of a Client to buy and sell certain of its investments. A Client’s 

investment flexibility may be constrained due to the inability of the Adviser to use such information for investment 

purposes. Moreover, the Adviser may be restricted from initiating transactions in certain securities or liquidating 

or selling certain investments, due to its acquisition of confidential or material, non-public information, at a time 

when the Adviser would otherwise take such action. 

 

Business and Regulatory Risks The financial services industry generally, and the activities of alternative 

investment vehicles and their managers, in particular, are subject to significant regulation and oversight. As a 

result, the Adviser and/or its respective affiliates are subject to a number of unusual risks, including changing 

laws and regulations, developing interpretations of such laws and regulations and increased scrutiny by regulators. 

Some of this evolution may be directed at the investment fund industry in general or certain segments of the 

industry, and may result in scrutiny or claims against the Adviser directly for actions taken or not taken by the 

Adviser or result in ambiguity or conflict among legal or regulatory schemes applicable to their businesses, all of 

which could adversely affect the investment or trading strategies pursued by Clients or investments or the value 

of investments. 

 

Information Technology System Failures, Cyber Security Breaches and Identity Theft The Adviser depends on 

the security, accuracy, reliability, and proper functioning of its information technology systems, including its 

proprietary software, to effectively manage many aspects of its business. These systems may be vulnerable to 

damage or interruption from computer viruses, network failures, computer and telecommunication failures, 

infiltration by unauthorized persons and security breaches, usage errors by its professionals, power outages and 

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

implemented various measures 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, the Adviser and/or 

a Client may have to make a significant investment to fix or replace them. The failure of these systems and/or of 

disaster recovery plans for any reason could cause significant interruptions in the Adviser’s or a Client’s 

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

personal information relating to investors (and the beneficial owners of investors). Such a failure could harm the 

Adviser’s or a Client’s reputation, subject any such entity and their respective affiliates to legal claims and 

otherwise affect their business and financial performance. 

 

Misconduct of Employees and of Third-Party Service Providers Misconduct by employees of the Adviser or by 

third party service providers could cause significant losses to the Clients. Employee misconduct may include 

binding the Clients to transactions that exceed authorized limits or present unacceptable risks and unauthorized 

trading activities or concealing unsuccessful trading activities (which, in either case, may result in unknown and 
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unmanaged risks or losses). Losses could also result from actions by third party service providers, including, 

without limitation, failing to recognize trades and misappropriating assets. In addition, employees and third party 

service providers may improperly use or disclose confidential information, which could result in litigation or 

serious financial harm, including limiting the Clients’ business prospects or future marketing activities. No 

assurances can be given that the due diligence performed by the Adviser will identify or prevent any such 

misconduct. 

 

Execution Risks and Trade Errors In order to seek positive returns in global markets, the Adviser’s trading and 

investment for the Clients may involve multiple instruments, multiple brokers and counterparties and multiple 

strategies. As a result, the execution of the trading and investment strategies employed by the Adviser for the 

Clients may often require rapid execution of trades, high volume of trades, complex trades, difficult to execute 

trades, use of negotiated terms with counterparties such as in the use of derivatives and the execution of trades 

involving less common or novel instruments. In each case, the Adviser seeks best execution and has trained 

execution and operational staff devoted to executing, settling and clearing such trades. However, in light of the 

high volumes, complexity and global diversity involved, some slippage, errors and miscommunications with 

brokers and counterparties may occur, and could result in losses to the Clients. In such circumstances, the Adviser 

will evaluate the merits of potential claims for damage against brokers and counterparties who are at fault and, to 

the extent practicable, will seek to recover losses from those parties. In its sole discretion, the Adviser may choose 

to forgo pursuing claims against brokers and counterparties on behalf of the Clients for any reason, including, but 

not limited to, the cost of pursuing claims relative to the likely amount of any recovery and the maintenance of 

its business relationships with brokers and counterparties. In addition, the Adviser’s own execution and 

operational staff may be solely or partly responsible for errors in placing, processing, and settling trades that result 

in losses to the Clients. 

 

Business Continuity The Adviser’s place of business, located in California, is important to the continued business 

of the Fund. A disaster or a disruption in the infrastructure that supports activities of the Clients, including a 

disruption involving electronic communications or other services used by the Clients or third parties with whom 

they conduct business, or directly affecting the Adviser’s place of business, may have a material adverse impact 

on the Clients.  

 

 

 

 

 



 

25 

 

Item 9: Disciplinary Information  
 
Registered investment advisers are required to disclose all material facts regarding any legal or disciplinary events 

that would be material to a client’s or investor’s evaluation of the adviser or the integrity of the adviser’s 

management.  Neither Juniper Hill nor any of its officers, directors, employees or other management persons have 

been involved in any legal or disciplinary events in the past ten (10) years that would require disclosure in response 

to this Item.  
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Item 10: Other Financial Industry Activities and Affiliations  
 
Except as set forth below, Juniper Hill and its employees do not have any relationships or arrangements with other 

financial services companies that pose material conflicts of interest.  

 

Juniper Hill is affiliated with the Fund and the General Partner to the Fund.  

 

As described above, the originating family office will be a Client of Juniper Hill.   The originating family office 

may provide certain services (including, but not limited to, employee payroll, information technology, middle and 

back-office, human resources and administrative and office management services) to Juniper Hill from time to 

time as requested by Juniper Hill. Such services will be provided at cost and will be paid by Juniper Hill but may 

be allocated to a Client to the extent such services constitute proper expenses chargeable to a Client under its 

Governing Documents.  
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Item 11: Code of Ethics, Participation or Interest in Client 

Transactions and Personal Trading  
 
Code of Ethics and Personal Trading   

 
Pursuant to Rule 204A-1 of the Advisers Act, Juniper Hill has adopted a written Code of Ethics (the “Code”).  

The Code is designed to address and prevent potential conflicts of interest and is applicable to all officers, 

directors, members, partners or employees of Juniper Hill (the “Employees”), each Employee’s spouse, minor 

children and other family members living in his or her household (the “Related Persons”), as well as each other 

individual designated in writing by a compliance officer as being subject to all or a portion of the compliance 

procedures or policies adopted by the Adviser (collectively the “Covered Persons”).  Juniper Hill requires its 

Employees to act in its Clients’ best interests, abide by all applicable regulations and avoid any action that is, or 

could even appear to be, legally or ethically improper.   

 
Juniper Hill imposes significant restrictions on personal trading by its Employees, except for certain securities 

that are exempt from this policy.  Juniper Hill endeavors to maintain current and accurate records of all personal 

securities accounts of its Covered Persons in an effort to monitor any personal trading activity.  A copy of Juniper 

Hill’s Code is available upon request by contacting:  Chuck Chai, Chief Compliance Officer, 650-530-0679 / 

cchai@jhcap.com.  

 
Certain transactions in which Juniper Hill engages may require, for either business or legal reasons, that no 

Covered Person trade in the subject securities for specified time periods.  Such securities will appear on a list (the 

“Restricted List”) that will be circulated to all Covered Persons.  No Covered Person may engage in any sort of 

trading activity with respect to a security or a derivative thereof on the Restricted List without obtaining prior 

written approval from the Chief Compliance Officer.  
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Item 12: Brokerage Practices  
 
General  

 

Juniper Hill has the authority to make direct investments in publicly traded securities. In the event Juniper Hill 

executes such trades, it has sole discretion to determine, subject to the Clients’ investment objectives, guidelines, 

and strategies, the securities to be purchased or sold and in what amounts, the broker-dealers and other financial 

intermediaries to use in effecting transactions for the Clients, and the commission rates or mark-ups/mark-downs 

to be paid for such transactions. A more detailed discussion of how Juniper Hill makes use of this authority 

follows.  

 

Juniper Hill is authorized to determine the broker or dealer to be used for each securities transaction for the 

Clients.  In selecting brokers or dealers to effect portfolio transactions, Juniper Hill will seek “best execution” 

taking into account such factors as Juniper Hill determines to be relevant, which may include price (including the 

applicable brokerage commission or mark-up or mark-down), size of the order, difficulty of execution, the 

operational facilities and reliability of the firm involved, the firm’s promptness of execution, adequacy of the 

firm’s trading infrastructure, technology and capital, the quality of service rendered to Juniper Hill in other 

transactions, confidentiality considerations, the firm’s financial stability and reputation, special execution 

capabilities, access to underwritten offerings, secondary markets and over-the-counter investment opportunities, 

the firm’s ability to accommodate any special execution or order handling requirements that may surround a 

particular transaction, any research or brokerage products or services provided by such brokers or dealers, and 

such other factors as Juniper Hill deems appropriate.  Juniper Hill need not solicit competitive bids and does not 

have an obligation to seek the lowest available commission cost or spread available.   

 

Juniper Hill will communicate all orders to the brokers.  Trades may be communicated via (i) instant messenger, 

either by Bloomberg or an order management system; (ii) telephone; and (iii) electronic order entry over a trading 

system.  

 

Execution Risk - Trade Errors  

 

As a general principle, Juniper Hill seeks to avoid trade errors, however trade errors may occur and result in 

losses.  The Clients bear any loss resulting from trade errors that are not the result of the Advisor’s gross 

negligence or willful malfeasance.  To the extent that an error occurs, it is corrected as soon as possible and the 

reason for the error is investigated and evaluated in order to prevent the error occurring again.  To the extent an 

error is caused by a counterparty, such as a broker-dealer, Juniper Hill will attempt to recover any loss associated 

with such error from such counterparty.  In the event an error is deemed to be the result of Juniper Hill’s gross 

negligence or willful malfeasance, Juniper Hill will bear any resulting losses. 
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Item13: Review of Accounts  
 

The Adviser performs various daily, weekly, monthly, quarterly and periodic reviews of each client’s portfolio. 

Such reviews are conducted in the ordinary course by the members of the Adviser’s management team, portfolio 

managers and analysts, and accounting and compliance personnel. 

 

A review of a Client account may also be triggered by any unusual activity or special circumstances. 
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Item 14: Client Referrals and Other Compensation  
 
Juniper Hill does not have any placement or “finders” arrangements for referrals of Clients.  

 

However, Juniper Hill has entered into placement or “finders” arrangements for soliciting investors into the Fund. 

The Fund discloses in the Governing Documents that they enter into these arrangements. In addition, the Fund 

generally requires investors to acknowledge any fee payments relating to solicitation arrangements in accordance 

with applicable rules and guidance. 

 

Generally, fees for solicitation services for investors in the Fund will be ultimately paid by Juniper Hill or borne 

by Juniper Hill through a corresponding reduction in the management fees that it receives and not by investors in 

the Fund itself. Third-party solicitors in the United States will be registered as broker-dealers with the SEC, as 

appropriate, and third-party solicitors outside of the United States will be registered with a non-U.S. regulatory 

body to the extent such registration is required in the applicable non-U.S. jurisdiction. 

 

Juniper Hill may in the future retain individuals to serve as senior advisors. These individuals may be compensated 

differently than Juniper Hill employees based on individual agreements with the senior advisor. 
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Item 15: Custody  
 
Due to its access to Client funds and authority to deduct fees and other expenses from a Client’s account and 

services by its affiliate as general partners of the Fund, Juniper Hill is deemed to have custody of certain Clients’ 

funds pursuant to Rule 206(4)-2 of the Advisers Act and its related guidance. 

 

Where Juniper Hill has custody of Client assets, it will maintain in custodial accounts with a “qualified custodian” 

pursuant to Rule 206(4)-2 under the Investment Advisers Act of 1940. 

 

The Clients’ investors receive GAAP audited financial statements after the conclusion of the Clients’ fiscal year, 

including audited schedules of investments, balance sheets, income statements and cash flow statements. As part 

of the audit process, the auditors customarily confirm the Clients’ positions with the custodians. Juniper Hill also 

may have custody over Client accounts if given authority to move assets out of such accounts. In those cases, 

Juniper Hill will follow the requirements of Rule 206(4)-2(a) of the Advisers Act, including obtaining independent 

verification of the assets in the accounts and maintaining the assets at a qualified custodian that sends statements 

directly to the Clients at least quarterly.  In those situations, Clients will receive account statements directly from 

the broker-dealer or bank acting as custodian, and Clients should carefully review those statements. Clients should 

compare the statements they receive from the custodians to all statements, reports and information they receive 

from Juniper Hill. 
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Item 16: Investment Discretion  
 
Juniper Hill has sole discretion to determine, subject to the Clients’ investment objectives, guidelines, and 

strategies, the securities to be purchased or sold and in what amounts, the broker-dealers and other financial 

intermediaries to use in effecting transactions, and the commission rates or mark-ups/mark-downs to be paid for 

such transactions. 
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Item 17: Voting Client Securities  
 
In accordance with Rule 206(4)-6 of the Advisers Act, Juniper Hill has adopted and implemented written policies 

and procedures governing the voting of Client securities. All proxies that Juniper Hill receives will be treated in 

accordance with these policies and procedures.  

 

The proxy voting policy provides, among other things, that in general, if there is a conflict of interest or possible 

conflict of interest between the applicable Client, on the one hand, and Juniper Hill, on the other, the proxy will 

be voted in the best interest of the applicable Client. If Juniper Hill determines that any such conflict of interest 

exists or may be perceived to exist when voting a proxy, Juniper Hill may, at its own discretion, resolve such 

conflict by: (i) delegating the voting decision for such proxy proposal to an independent third party; (ii) delegating 

the voting decision to an independent committee of partners, members, directors or other representatives of the 

Clients, as applicable; or (iii) obtaining approval of the decision from Juniper Hill’s Chief Compliance Officer.  

In general, Juniper Hill’s proxy voting policy is to vote in accordance with the recommendation of the company’s 

management, unless, in Juniper Hill’s opinion, such recommendation is not in the best interests of the Clients. 

Clients do not have the right to direct Juniper Hill on how to vote on a particular matter.  

 

There may be circumstances in which refraining from voting a proxy is in a Client’s best interest including, 

without limitation, when and if Juniper Hill determines that the cost of voting the proxy exceeds the expected 

benefit to the Clients.  The Adviser in its discretion may also abstain from voting a Client proxy if it concludes 

that the effect on shareholders’ economic interests or the value of the portfolio holding is indeterminable or 

immaterial.  Furthermore, the Clients may invest in non-U.S. securities.  The laws and regulations governing 

shareholder rights and voting procedures differ around the world, and in certain countries, the requirements, 

restrictions or costs involved with voting may outweigh any benefit that the Clients would receive by voting the 

proxies involved.  In such cases, Juniper Hill may decide it is in the best interests of the Clients not to vote the 

applicable proxies.   

 

Clients may obtain a copy of Juniper Hill’s Proxy Voting Policies and Procedures and information on how 

securities have been voted upon by submitting a written request directed to Chuck Chai, Chief Compliance 

Officer, 650-530-0679 / cchai@jhcap.com.  

mailto:cchai@jhcap.com
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Item 18: Financial Information  
 
Juniper Hill is not required to provide a balance sheet as it (i) does not solicit fees more than six months in 

advance; (ii) does not have a financial condition that is likely to impair its ability to meet contractual commitments 

to clients; and (iii) has not been subject to any bankruptcy proceeding during the past ten (10) years. 


