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Material Changes

This section of our brochure summarizes material changes that have occurred at our firm since the
previous release of our brochure. We will update this section in the brochure on an annual basis and may
send Clients and Investors (as defined herein) a summary of any material changes at our firm in a separate
mailing, such as aong with our annua privacy policy mailing. Clients and Investors may receive a
complete copy of our brochure by contacting our firm at 212-764-6455 or at funds@peyal ex.com.

No material changes have occurred at our firm since the last annual update of our brochure.
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Advisory Business

This brochure describes the investment advisory services we provide.

We are the investment manager to six limited partnerships and a so provide sub-advisory services to one
offshore fund (each a“Fund,” and together, the “Funds’). Each Fund operates as a hedge fund-of-funds,
meaning it invests assets with a diverse group of underlying managers and in collective investment
vehicles such as other hedge funds. The Funds do not make direct purchases of marketable securities;
however most of the underlying managers and collective investment vehicles do directly invest in
marketable securities. Most collective investment vehicles are organized as domestic limited partnerships.
However, we may also invest in limited liability companies and offshore funds and have an unaffiliated
Mmanager manage assets through a separately managed account. We allocate a percentage of assets of each
Fund to various managers and collective investment vehicles and determine the managers and investment
vehicles for each Fund, as well as how much to invest with each manager and investment vehicle. We
monitor the performance of each underlying manager and may adjust the amount of assets we allocate to
any underlying manager or investment vehicle. We may add or replace underlying managers and
investment vehicles at any time, in our sole discretion, without notice to or the consent of investors who
invest in the Funds (“Investors’). P& A Capital Advisors, Inc. (“P&A Capital Advisors’ or the “Genera
Partner™), an affiliated firm which is managed by officers of our firm, serves as genera partner for each
Fund and has delegated exclusive investment decision-making authority and day-to-day management of
the Funds and separately managed accounts to us.

The Funds we advise are:

P& A Diversified Managers Fund, L.P. (“DMF")

P& A Multi-Sector Fund, L.P. (“MSF")

P&A Select Strategy Fund, L.P. (“SSF”)

P&A Balanced Fund, L.P. (“BAL")

P&A Multi-Sector Fund 11, L.P. (“MSF I1”)

P& A Diversified Insurance Fund, L.P. (“DIF")

P& A Diversified Managers Offshore Fund, Ltd. (“DMOF")

Additionally, we also advise two separatel y managed accounts, AGL P&A Select Multi Manager
Separately Managed Division (“AGL") and Marsh Capital Investors, LLC (“MCI”). AGL invests with
similar managers and investment vehicles along with the other Funds and aso investsin four of the
Funds, DMF, MSF Il, SSF and BAL. We advise AGL on adiscretionary basis. MCI investsin hedge
funds, mutual funds, funds of hedge funds, and fixed income securities. We advise MCI on anon-
discretionary basis. We advise these separately managed accounts and the Funds as our advisory clients
(“Clients”).

We are owned by David E. Alexander and Tony C. Peyser and have been in business since 2000.

Clients and Investors should be aware that this brochure is not an offer to purchase any interest or shares
in the Funds above and is only intended to provide information about our firm. The Funds are private
investment vehicles qualifying for an exception from the definition of an “investment company” under the
Investment Company Act of 1940, as amended, and interests or shares in them will not be publicly
offered as securities.
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As of January 1, 2013, we manage approximately $307 million in assets for 9 Clients. We manage
approximately $293 million on adiscretionary basis, and approximately $15 million on a non-
discretionary basis.

Fees and Compensation

GENERAL INFORMATION ON OUR FEES

The General Partner receives management fees and in the case of certain Funds, an incentive allocation of
net profitsin each applicable Fund. The Genera Partner aso receives fees from the separately managed
accounts. The General Partner shares all or aportion of this compensation with us for the investment
advisory services that we provide to the Clients. Unless otherwise specified, referencesto “us’ or “we” in
this “Fees and Compensation” section or in the following “ Performance-Based Fees and Side-By-Side
Management” section shall refer to both us and the Genera Partner.

MANAGEMENT FEESFOR FUNDS

Unless otherwise noted, fees are calculated monthly and paid quarterly in arrears based upon the net asset
value of each Investor’ s capital account as of the end of each quarter in each Fund and such fees are
deducted from Client assets.

Fund Management Fee

DMF 1.00%

MSF Class A 1.00%

MSF Class B 1.50%

SSF 2.00%

BAL 1.75% (up to $2,000,000)
1.50% (over $2,000,000 up to $4,000,000)
1.25% (over $4,000,000)

MSF Il ClassA 1.00%

MSF Il Class B 1.50%

DIF 1.50%

DMOF Class A 1.75%

DMOF Class B 1.50%

DMOF ClassC 1.25%

AGL 1.75%

MCI Monthly flat fee not based on net asset value of MCI’ s capital
account.

OTHER INFORMATION ON FEESAND EXPENSES OF FUNDS

We may advise other funds in the future that have higher or lower fees than described above or that have
adifferent fee structure altogether. We reserve the right to reduce or waive our fees with respect to any
limited partner or shareholder without any obligation to provide notice to or obtain the consent of any
other limited partner or shareholder of a Fund.

The Funds' underlying managers aso charge fees and expenses. Each Fund must bear a pro-rata share of
these fees and expenses. In general, these fees are a 1.5% - 2.0% management fee and a 20% incentive
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fee. Even if aFund may not be profitable as awhole, it still may have to pay incentive feesto an
underlying manager with which it invests. Thislayering of fees reduces the rate of return Clients (and
indirectly, Investors) derive from an investment in a Fund and the fees paid may be higher than other
investment alternatives.

To the extent DIF or AGL investsin any of the Funds, they each pay a pro-rata share of the expenses of
each Fund. However, in this scenario, we waive any management fees and/or performance
allocations/fees payable regarding assets of DIF or AGL invested in such other Funds.

Each Fund bears additional expenses related to itsinitial organization and its ongoing operations and sale
of interests or shares. These costs include the costs for the periodic updating of the memorandum and
other offering documents, legal and accounting fees, expenses of printing and mailing and costs of
regulatory compliance. We also provide each Fund, at no charge, office space and staff. Each Fund aso
bears its own investment and business rel ated expenses, including management fees and their pro-rata
share of all expensesincurred by underlying managers. Fees of the underlying managers can include their
respective management and performance fees, interest expense, brokerage commissions, custodial fees,
taxes, legal and accounting expenses, and other similar expenses.

FEESFOR SEPARATELY MANAGED ACCOUNT

We charge our AGL separately managed account a management fee of 1.75% per annum based on assets
under management. We alocate 0.50% of thisfeeto AIG American Genera Life Insurance to offset
administration and other fees.

As P&A Capital Advisors advises MCI on anon-discretionary basis, P& A Capital Advisors charges MCI
separately managed account a monthly flat fee not based on the net asset value of MCI’ s capital account.

Performance-Based Fees and Side-By-Side
M anagement

We receive performance based fees based on the share of capital gains or capital appreciation of some of
the Funds noted below. We only receive performance based compensation that complies with Rule 205-3
of the Investment Advisers Act of 1940, as amended (“Advisers Act”). We do not charge performance
based compensation on our separately managed accounts. Performance-based fees are calculated and
accrued monthly, but paid annually.

Fund Incentive Allocation
DMF 2.50%

MSF Class A 10.00%

MSF Il ClassA 10.00%

Performance based fees are subject to aten percent (10%) priority return to limited partners for Investors
holding Class A interests of MSF and MSF Il and are subject to a high water mark. The incentive
alocation for MSF (Class A) and MSF 1l (Class A) shown above apply only to returnsin excess of the
10% priority return. A high water mark means the incentive compensation only applies to returns above
the highest peak in value of investment returns for the investment.
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As noted above, the Funds' underlying managers al so charge incentive fees, which are generaly around
20%.

The payment of incentive fees creates a conflict of interest since it may cause our firm and the underlying
managers of the Fundsto make investments that are more specul ative than might be the case in the
absence of such fee arrangements.

In addition, we serve as the investment manager of severa different Funds and separately managed
accounts as set forth above and may serve as investment manager of other funds organized in the future.
Although the investment strategy of these Funds and separately managed accounts differ from each other,
there may be significant overlap in their investments in underlying managers and we may face a conflict
in determining which Fund or separately managed account will use a particular underlying manager. This
conflict will be especially acute where an underlying manager has limited capacity, for regulatory or other
reasons, to accept additional Investors. Because the Funds and separately managed accounts have
different fee structures, a conflict of interest exists where the General Partner and/or our firm must
allocate any limited investment opportunities among the Funds and separately managed accounts, and
may have an incentive to allocate to a Fund or separately managed account with afee structure more
favorable to the Genera Partner and/or the our firm than to another Fund or separately managed account.
We will generally address these conflicts by allocating investment opportunities among those Funds and
separately managed accounts for which participation in the investment opportunity is considered
appropriate in an equitable manner, taking into account, among other considerations, whether the risk-
return profile of the proposed investment is consistent with the Fund' s or separately managed account’s
objectives and the liquidity requirements of the Fund or separately managed account. Such considerations
may result in allocation on other than apari passu basis.

Types of Clients

Our only clients are the Funds and the separately managed accounts. Interests or sharesin the Funds are
appropriate only for Investors who are * accredited investors,” defined under Regulation D of the
Securities Act of 1933, as amended (“ Securities Act”), and “qualified clients’ as defined in Rule 205-3
under the Advisers Act. In addition, only investors who are also “qualified purchasers’ as defined in the
Investment Company Act, may invest in MSF, DMOF, and DIF. Furthermore, only Investorsthat are
insurance companies are being offered to invest in DIF.

A purchase of an interest or sharesin a Fund does not constitute a complete investment program and is
only intended for those Investors that fully understand and are willing to assume the risks involved in the
investment program of a Fund.

The Funds offer interests or shares subject to our right to reject, in our sole discretion, any subscription to
purchase, in whole or in part. The minimum investment amount in any of our Funds is $500,000, subject
to our discretion to accept contributions of lesser amounts.

Generally, we offer interests or sharesin the Fundsto high net worth individuals and families, including

family estate planning vehicles, as well as endowments, trusts, foundations, pension plans and insurance
companies.
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M ethods of Analysis, Investment Strategies and Risk
of Loss

We identify, evaluate and monitor the underlying managers and collective investment vehicles in which
the Funds invest. We identify underlying managers through referrals, word of mouth, review of industry
publications, conferences and similar sources. We conduct detailed due diligence on each underlying
manager, including an in-depth review of a manager’ s performance results, infrastructure, research
capabilities, money under management, investment strategy, operations and similar factors. The
underlying managers in which the Funds may invest employ a variety of strategies (including, but not
limited to, long/short trading of U.S. equities, credit, short term trading, growth and val ue investing,
convertible securities and macro funds) which focus on a variety of industries (including, but not limited
to, technology and healthcare).

Any investment or investment strategy involves some risk of lossthat Clients (and indirectly, Investors)
should be prepared to bear. Examples of risk Clients (and indirectly, Investors) could face are:

¢ Investing with the underlying managers. The investments of the Funds are concentrated in the
underlying managers, and a Fund’ s investment performance is directly related to the investment
performance of the underlying managers it holds. The ability of a Fund to meet its investment
objective is directly related to the ability of the underlying managers to meet their objectives as
well as the alocation among those underlying managers by our firm. Because the Fundsinvest in
underlying managers, Investors will be affected by the investment policies and practices of the
underlying managersin direct proportion to the amount of assets the Funds all ocate to those
underlying managers.

Interest-rate Risk: Fluctuations in interest rates may cause investment prices to fluctuate. For
example, market values of bonds decline when interest rates rise because the rising rate makes the
existing bond yields less attractive.

Market Risk: External factors independent of a security’s particular underlying circumstances
may impact its price. The price of a security, bond, or mutual fund may drop in reaction to
tangible and intangible events and conditions such as a palitical or asocial event or an economic
condition.

Inflation Risk: Inflation means adollar today will not buy as much as adollar in the future. When
any type of inflation is present your purchasing power decreases at the rate of inflation.

Currency Risk: Overseas investments are subject to fluctuationsin the value of the dollar against
the currency of theinvestment’ s originating country. Thisis also known as exchange rate risk.

Reinvestment Risk: The risk that future proceeds from investments may be reinvested at a
potentially lower rate of return is reinvestment risk. Thisrisk primarily relatesto fixed income
securities.

Business Risk: Risks associated with a particular industry or a specific company may impact the
value of investments. For example, oil-drilling companies have more business risk than electric
companies since they depend on finding oil and then refining it efficiently before they may
generate a profit. An electric company generates steady income from customers who buy
electricity no matter what the economic environment islike.
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Liquidity Risk: Liquidity means the ability to readily convert an investment into cash. Assets with
alot of interest from purchasers are generally more liquid. For example, Treasury Bills are highly
liquid, while real estate properties are not.

Financing Risk: A company with excessive borrowing to finance a business's operations
increases therisk of profitability if it is unable to meet loan obligations during periods of financia
stress.

Derivatives Risk: The risk that loss may result from the underlying managers’ investmentsin
options, futures, swaps, options on swaps, structured securities and other derivative instruments.
These instruments may be leveraged so that small changes may produce disproportionate | osses
to the underlying managers and, therefore, the Funds. Derivatives are also subject to counterparty
risk, which isthe risk that the other party in the transaction will not fulfill its contractual
obligation.

Commodities Risk: Exposure to the commodities markets may subject an underlying manager to
greater volatility than investments in traditional securities. The value of commodity-linked
investments may be affected by changesin overall market movements, commodity index
volatility, changesin interest rates, or factors affecting a particular industry or commodity, such
as drought, floods, weather, livestock disease, embargoes, tariffs and international economic,
political and regulatory developments. The prices of energy, industrial metals, precious metals,
agriculture and livestock sector commodities may fluctuate widely due to factors such as changes
in value, supply and demand and governmenta regulatory policies.

Foreign Risk: Foreign securities may be subject to risk of loss because of less foreign government
regulation, less public information and less economic, political and social stability in these
countries. Loss may also result from the imposition of exchange controls, confiscations and other
government restrictions, or from problems in registration, settlement or custody. Foreign risk also
involves the risk of negative foreign currency rate fluctuations. To the extent that an underlying
manager also investsin securities of issuers located in emerging markets, these risks will be more
pronounced.

Short Selling Risk: Short selling occurs when an underlying manager borrows a security from a
lender, sellsthe security to athird party, reacquires the same security and returns it to the lender
to close the transaction. The underlying manager profits if the price of the borrowed security
declinesin vaue from the time the underlying manager sellsit to the time the underlying manager
reacquiresit, less the cost of borrowing the security. Conversely, if the borrowed security has
appreciated in value during this period, the underlying manager will suffer aloss. The potential
loss on ashort saleis unlimited because the price of the borrowed security may rise indefinitely.
Short selling aso involves the risks of : increased leverage, and its accompanying potential for
losses; the potential inability to reacquire a security in atimely manner, or at an acceptable price;
and the possibility of the lender terminating the loan at any time, forcing the underlying manager
to close the transaction under unfavorable circumstances, the additional costs that may be
incurred.

Leverage Risk: Borrowing and the use of derivatives result in leverage, which can magnify the
effects of changesin the value of an underlying manager and make it more volatile. The use of
leverage may cause an underlying manager to liquidate portfolio positions to satisfy its
obligations or to meet asset segregation requirements when it may not be advantageous to do so.

Sector Concentration Risk: Certain underlying managers concentrate their investmentsin specific
sectors that have historically experienced substantial price volatility. This concentration subjects
an underlying manager to greater risk of loss as aresult of adverse economic, business or other
developments than if itsinvestments were diversified across different sectors.
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¢ Small Cap and Micro Cap Risk: The securities of small capitalization and micro capitalization
companiesinvolve greater risks than those associated with larger, more established companies
and may be subject to more abrupt or erratic price movements. Securities of such issuers may
lack sufficient market liquidity to enable an underlying manager to effect sales at an
advantageous time or without a substantial drop in price. Both small cap and micro cap
companies often have narrower markets and more limited managerial and financial resources than
larger, more established companies. As aresult, their performance can be more volatile and they
face greater risk of business failure, which could increase the volatility of an underlying
manager’ s portfolio. Generally, the smaller the company size, the greater these risks.

Risk of Fraud: Our firm employs reasonable diligence in evaluating and monitoring underlying
managers. However, due diligence is not fool proof and may not uncover problems associated
with aparticular underlying manager. The Funds may rely upon representations made by hedge
fund managers, accountants, attorneys, prime brokers, and/or other investment professionals. If
any such representations are misleading, incomplete, or false, this may result in the selection of
hedge funds which might otherwise have been eliminated from consideration had fully accurate
and complete information been made available to the Funds. No amount of diligence can
eliminate the possibility that one or more underlying managers may engage in improper or
fraudulent conduct, including unauthorized changes in investment strategy, misappropriation of
assets and unsupportable valuations of portfolio securities.

Key Personnel Risk: The Fundsrely exclusively on our firm and/or the General Partner for the
management of the Funds and our firm and the General Partner rely heavily on the services of
their principals. Theloss of their services could have a material adverse effect on the Funds and
their operations.

Event Driven Investing: Certain Funds utilize managers and hedge funds that employ event
driven investing strategies or make other high risk investments. The ability to profit from these
investments may often depend upon factors that are intrinsic to the particul ar issuer, rather than
the market asawhole. Appreciation in the value of such securities may be contingent upon the
occurrence of certain events, such as a successful reorganization or merger, not the actua value
of the company. If the expected event does not occur, the applicable Fund may incur aloss on
the position.

Market Correlation: The Funds generally seek to generate attractive risk-adjusted returns with
less volatility than, and minimal correlation to, the equity markets. However, the performance of
the asset classes in which the Fundsinvest through the underlying managers may be more highly
correlated to the markets than anticipated because different underlying managers may invest in
the same securities or sectors.

Changes of Law and Regulations: Legal, tax and regulatory changes could occur during the term
of the Funds that may adversely affect the performance of the Funds. The regulatory environment
for investment companies pursuing aternative investment strategies is evolving and changesin
the regulation of such funds may adversely affect the val ue of investments held by the Funds and
the ability of the Funds to pursueits trading strategies. Regulators and self-regulatory

organi zations and exchanges are authorized to take extraordinary actionsin the event of market
emergencies. Any future legal or regulatory change could substantially and adversely affect the
Funds.

THE FOREGOING LIST OF RISK FACTORS DOES NOT PURPORT TO BE A COMPLETE
EXPLANATION OF THE RISKSINVOLVED IN INVESTING IN THE FUNDS. PROSPECTIVE
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INVESTORS SHOULD READ A FUND’SENTIRE PPM, PARTICULARLY THE SECTION
ENTITLED “RISK FACTORS,” BEFORE DETERMINING TO INVEST IN THAT FUND.

Disciplinary Information

We have had no legal or disciplinary events relating to our firm providing servicesto Clients or to
Investors.

Other Financial Industry Activities and Affiliations

P& A Capital Advisorsisthe genera partner of each Fund other than DMOF, and is the investment
manager to DM OF, and has del egated management duties over each Fund to P& A Fund Management,
Inc. P&A Capital Advisorsisowned by National Financial Partners Corp. (“NFP”). NFP owns other
investment advisers, broker-dealers, insurance agencies and other product and service providers (“NFP
Affiliates’). To the extent we recommend an NFP Affiliate to a Client or Investor, and such Client or
Investor separately purchases products or services from that NFP Affiliate, an affiliate of the Genera
Partner may receive compensation from that recommendation. Such recommendation creates a conflict of
interest sinceit could result in increased compensation to an NFP Affiliate. The General Partner hasa
relationship with an NFP Affiliate, NFP Securities, Inc. (“NFP Securities’), aregistered broker-dealer and
FINRA member. NFP Securities refers potential investors for investment into the Funds and recelves a
portion of the management fees for those referrals. Any such referra arrangement will be disclosed and
follow the Cash Solicitation Rule (Rule 206(4)-3) under the Advisers Act. This arrangement creates a
conflict of interests since our affiliate receives increased compensation for referral of our services.

In addition, Peyser & Alexander Management, Inc., an affiliated company owned and run by officers of
our firm, provides a variety of business management servicesto its clients, including, but not limited to,
assistance with the preparation of tax returns. Although not required to be, many of the clients of Peyser
& Alexander Management, Inc. are Investorsin the Funds.

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

Code of Ethics

The following is asummary of our Code of Ethics. We will provide a complete copy of our Code of
Ethics upon request.

Ethicsin Business Transactions

We have adopted a Code of Ethics and implemented policies and procedures to prevent fraudulent,
deceptive and manipulative practices and to ensure compliance with the Federa Securities Laws (as
defined in our Code of Ethics) and the fiduciary duties owed to our Clients and Investors. Our Access
Persons and Supervised Persons, as those terms are defined in our Code, are also expected to behave as
fiduciaries with respect to our Clients and Investors. This means that each must render disinterested
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advice, protect Client and Investor assets (including nonpublic information about a Client or Investor or a
Client or Investor account) and act dways in the best interest of our Clients and Investors. We must also
strive to identify and avoid conflicts of interest, however, such conflicts may arise.

Material, Nonpublic Information

Our Code of Ethicsincludes compliance procedures with respect to the prevention of insider trading. All
information that is contained in our books and records, and all information which an employee may
acquire through reviewing the transactions or proposed transactions of our Clients or underlying
managers, is confidential and may include material, nonpublic information. Employees may not utilize
any such confidential information for the purpose of furthering any private interest or as a means of
realizing any persona gain, directly or indirectly. Employees may not divulge to any third party not
affiliated with us (other than third parties providing services to us who need such information to effect,
administer or enforce any transaction of our Clients) any such confidential information. Employees
should not divulge information to their co-workers, except on aneed to know basis.

Conflicts of Interest

Employees must disclose to us any interests that would create real or apparent conflicts of interest within
or outside the firm. Employees should always maintain an awareness of potentia conflict of interest
problems, and the firm actively encourages disclosure by employees so that prompt corrective action may
be taken in the event any potential situation arises. In the event aconflict of interest exists or may exist,
procedures implementing internal information barriers may be utilized to avoid potential conflicts of
interest.

Transaction Reporting Requirements

All our Access Persons must file initial and annual holdings reports, submit quarterly transaction reports
and pre-clear transactions with respect to initia public offerings and Limited Offerings (as defined in our
Code of Ethics) for which they have acquired or intend to acquire any “Beneficia Interest.”

Initial and Annual Holdings Reports

Each Access Person must disclose all “reportable securities’ in the Initia and Annual Holdings Report or
any substitute acceptabl e to the Chief Compliance Officer. Each Access Person must submit such form to
the Chief Compliance Officer no later than 10 days after becoming an Access Person, and annually
thereafter on a date selected by the Chief Compliance Officer. Each such report must be current as of a
date no more than 45 days before the report is submitted.

Quarterly Transaction Reports
Within 30 days after the end of each calendar quarter, each Access Person must submit areport to the
Chief Compliance Officer covering al transactionsin “reportabl e securities.”

Duplicate Confirmation Statements

Each Access Person, with respect to each brokerage account in which such Access Person has any direct
or indirect beneficial interest, may arrange to have his’her broker mail al brokerage statements,
confirmations, and other periodic reports directly to the Chief Compliance Officer at the same time they
aremailed or furnished to such Access Person.

Pre-Clearance — Initial Public Offerings and Limited Offerings
Access Persons must obtain the written approval of the Chief Compliance Officer prior to investing in
shares of initia public offerings and Limited Offerings. Pre-approval of Limited Offerings includes an
investment in any of the privately placed Funds that we advise.

Recordkeeping
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The Code of Ethics, any written prior approval for a transaction given pursuant to our Code of Ethics, a
copy of each report by an Access Person, arecord of any violation of the Code of Ethics and any action
taken as aresult of the violation, any written report hereunder by the Chief Compliance Officer, and lists
of all personsrequired to make and/or review reports under the Code of Ethics shall be preserved with our
records for the periods and in the manner required by Rule 204A -1 under the Advisers Act.

Gifts and Entertainment

Access Persons must not accept gifts from, or give giftsto, any entity doing or soliciting business with or
on behaf of our firm in excess of $500 without first obtaining the approval of the Chief Compliance
Officer. In addition, Access Persons may not accept or give gifts with respect of any FINRA membersin
excess of the limits contained in FINRA Rule 3220(a).

Outside Activities
Generdly, no Access Persons may engage in any outside activities as employee, proprietor, partner,
consultant, trustee, officer or director without the prior written consent of the Chief Compliance Officer.

“Pay-to-Play” Policy

We and our Access Persons who are Covered Associates (as defined in our Code of Ethics) comply with
Rule 206(4)-5 of the Advisers Act (the Pay-to-Play Rule), which appliesto direct or indirect political
contributions to state and local government officias, candidates, and political parties. Our firm does not
make political contributions and strictly forbid our personnel from making such contributions with the
purpose of seeking to influence the recipient to become an Investor in the Funds or direct advisory
businessto us. It is aso our policy to comply with state and local pay-to-play rules, where they have been
adopted.

Participation or Interest in Client Transactions and Personal Trading

Certain related persons of our firm have invested in the Funds as limited partners and/or shareholders.
These related persons aso may, from time to time, invest as alimited partner or shareholder in one or
more of the underlying managers or investment vehiclesin which the Fundsinvest. Neither we nor any
related persons will invest in an underlying investment vehicleif the investment would cause a loss of
investment opportunity for any Client.

We do not currently advise Clients or Investors on purchasing marketable securities, such as equities or
mutual funds. If, however, we did advise any Client or Investor on purchasing or selling any such
security, neither our firm nor any associated persons may engage in any transaction in that security prior
to the Client or Investor purchase having been completed, or until a decision has been made not to
purchase or sell the security on behalf of the Client or Investor. Thisinvestment policy has been
established recognizing that some securities trade in sufficiently broad markets to permit transactions by
Clientsto be completed without any appreciable impact on the markets of the securities. Under certain
circumstances exceptions may be made to the policies stated above. Records of these trades, including the
reasons for the exceptions, will be maintained with our records.

Our employees may invest for their own accounts in securities which may also be recommended to our
Clients, and indirectly to Investors. Our Code of Ethics ensures that this conflict is addressed by
employees placing the interests of Clients and Investors before their own interests. We ensure personal
trades of our personnel do not impact trades for Clients and that our Clients receive preferential treatment.
Personal trades which consist of mutual funds or exchange-traded funds will not normally have an impact
on Client trading or impact securities markets.
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Brokerage Practices

Our sole clients are the Funds and separately managed accounts, which in turn invest with other managers
or in collective investment vehicles. As such, we do not recommend the use of any broker-dealers to the
Funds or separately managed accounts. Furthermore, we do not have any rel ationships with any broker-
dedersin which we are compensated for Clients utilizing the services of that broker-dealer. We do not
effect transactions in marketable securities for Client accounts. If a Client does choose to use a broker-
dedler for a particular transaction, Clients are reminded that they may seek execution of atransaction
recommended by us through broker-dealers other than our affiliate NFP Securities.

The underlying managers and collective investment vehicles in which our Clients invest will generally
utilize a variety of broker-dealers. Those underlying managers and investment vehicles allocate
transactions to brokers in accordance with their policies and procedures to seek best execution. We have
no control over the selection of brokers, nor do we seek to influence managers or investment vehiclesto
direct trading activity to any particular broker.

Review of Accounts

The underlying managers and collective investment vehicles we select for our Clients are under regular
review based on performance, risk tolerance and other criteria. We regularly conduct portfolio reviews.

We will distribute to each limited partner and shareholder annual audited financial reports prepared by an
independent certified public accountant, monthly information regarding the performance of the applicable
Fund, and a monthly unaudited statement of the value of alimited partner’s or shareholder’s capital
account. Other monthly reports are also available upon request.

Client Referralsand Other Compensation

We may compensate affiliated and unaffiliated third-parties (“ Solicitors’) who solicit prospective
investors they believe would benefit from our investment advisory services. Any such arrangements with
an unaffiliated third-party complies with the Advisers Act, which requires, among other things, that
Investors receive this brochure, we execute an agreement with the Solicitor and that Investors receive a
compensation disclosure statement detailing the amount we will pay the Solicitor that referred such
Investor. As noted above, our affiliated P& A Capital Advisors has such an arrangement with our affiliate
NFP Securities as well as with non-affiliates NorthStar Financial Partners, Inc., Oppenheimer & Co. Inc.
and Summit Equities, Inc. We may enter into similar arrangements with other third party solicitors. For
their services under these arrangements, each Saolicitor receives a portion of the management fees and/or
incentive alocations that P& A Capital Advisors receives from the Funds. As aresult, these Solicitors
have a substantial financial interest in selling interests or sharesin the Funds to prospective investors and
others.

Custody
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Astheinvestment manager of the Funds, we do not hold or maintain assets in which the Funds
underlying managers or investment vehiclesinvest. However, our affiliate, the General Partner, does
maintain custody of Investors investmentsin the Funds and each Fund (i) is audited annually; and (ii)
distributes its audited financia statements prepared in accordance with generally accepted accounting
principlesto all limited partners and shareholders.

| nvestment Discretion

As noted above, the Genera Partner has delegated exclusive investment decision-making authority and
day-to-day management of the Funds and separately managed accounts to us. We alocate a percentage
of assets of each Fund to various underlying managers and collective investment vehicles. We monitor
the performance of each underlying manager and may adjust the amount of assets allocated to an
underlying manager or investment vehicle. We may add or replace underlying managers and investment
vehicles at any time, in our sole discretion, without notice to or the consent of the Investors.

Voting Client Securities

Palicy

Aswe do not currently advise Clients or Investors on purchasing marketabl e securities, we do not
anticipate having to vote securities. To the extent we may have discretion to vote the proxies of our
Clients, we will vote any such proxies in the best interests of Clients and Investors and in accordance with
the procedures set forth in our proxy voting policy and procedures. It is expected that proxies that we
receive will deal with matters related to the operative terms and business details of the underlying
managers.

Procedure

All proxies that we receive to vote on behalf of the Clients are provided to the Chief Compliance Officer.
The Chief Compliance Officer will follow the following procedures (subject to limited exceptions in our
sole discretion):

@ A written record of each proxy received by usto be voted will be kept in our files;

(b) The Chief Compliance Officer will determine which of the other Funds holds an interest or
sharesin the collective investment vehicle to which the proxy relates;

(©) The Chief Compliance Officer may consult with other officers, directors or employees to discuss
aproxy voting issue;

Prior to voting any proxies, the Chief Compliance Officer will determine if there are any
conflicts of interest related to the collective investment vehicle proxy in question. If aconflictis
identified, the Chief Compliance Officer will then make a determination (which may bein
consultation with outside legal counsel) as to whether the conflict is material or not;

If no material conflict isidentified pursuant to these procedures, the Chief Compliance Officer

will make adecision on how to vote the proxy in question in accordance with our voting
guidelines set forth in our proxy voting policies and procedures; and
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()] Although not presently intended to be used on aregular basis, we are empowered to retain an
independent third party to vote proxiesin certain situations (including situations where a
material conflict of interest is identified).

Conflicts of Interest

Before voting any proxy, the Chief Compliance Officer will evaluate whether there is a conflict of interest
between our firm on the one hand, and Clients and Investors on the other hand. This examination will
include (but will not be limited to) an evaluation of whether we have any relationship with the underlying
collective investment vehicle (or such underlying collective investment vehicl€' s investment adviser or
affiliate) to which the proxy relates other than an investment in such underlying manager by a Client.

If aconflict isidentified and deemed “material” by the Chief Compliance Officer, we will determine
whether voting in accordance with the voting guidelinesisin the best interests of affected Clients or
Investors (which may include utilizing an independent third party to vote such proxies).

With respect to material conflicts, we will determine whether it is appropriate to disclose the conflict to
affected Clients (and indirectly, Investors) and give such Clients (and indirectly, Investors) the
opportunity to vote the proxies in question themselves.

Voting Guidelines

In the absence of specific voting guidelines mandated by a particular Client or Investor, we will vote
proxiesin the best interests of each Client and Investor (which theoretically could result in different
voting results for the same issuer/collective investment vehicle). We are of the view that voting proxies
in accordance with the following general guidelinesisin the best interests of our Clients and Investors:

@ We will generaly vote in favor of normal corporate housekeeping proposals.

(b) For proxies addressing any other issues (which may include proposals related to fees paid to
underlying managers of the Funds, redemption rights provided by underlying managers,
investment objective modifications, etc.), we shall determine (which may be based upon the
advice of external lawyers or accountants) whether a proposal isin the best interest of affected
Clients (and indirectly, Investors). In doing so, we will evaluate a number of factors which may
include (but are not limited to): (i) the performance of the underlying manager in question; (ii) a
comparison of the proposed changes to terms which are customary in the industry; and (iii)
consideration of the risk that management of the underlying manager will require the applicable
Fund and/or separately managed account to withdraw if the required change is not approved.

Recor dkeeping Reguirements
The Chief Compliance Officer will be responsible for maintaining files relating to our proxy voting
procedures. Records of the following will be included in the files:

@ Copies of these proxy voting policies and procedures, and any amendments,

(b) A copy of each proxy statement (or equivalent document) that we receive, provided, however that
we may rely on obtaining a copy of proxy statements from the SEC’'s EDGAR system for those
proxy statements that are publicly available;

A record of each vote that we cast;
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A copy of any document that we create that was material to making a decision how to vote the
proxies, or memorializesthat decision (if any); and

A copy of each written request for information on how we voted such Client’ s proxies and a copy
of any written response to any request for information on how we voted proxies on behalf of
Clients.

Contact Information

We will provide a complete copy of (a) our proxy voting policies and procedures and (b) how we have
voted proxies that are relevant to the affected Client upon request to Clients and Investors. To request
such documents, please contact us at (212) 764-6455 or at funds@peyal ex.com.
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Financial | nfor mation

We do not have any financial condition likely to impair us from meeting our contractual commitmentsto
Clients or Investors.

M iscellaneous

Compliance Policies and Procedures
We maintain written compliance policies and procedures as required by the Advisers Act.

Anti-Money Laundering Program
We maintain an anti-money laundering program in accordance with applicable regul ations.

Business Continuity Plan

We maintain a business continuity plan in the event there is an interruption to our office space,
communications, or services.
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