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% FORM ADV
Partll - Page 2

Advisory Services and Fees. (check the applicable boxes)

Applicant.
Discovery Management, Ltd.

“TSEC File Number

i)1- 62572

l DMhate

[ 9/18/2010

i For gach rype of service provided. state the approximate
% of woial advisory billings from that service
Applicant: i Sev mstruction below )
7 (k] Provides investment sUpervisory services 50 _ Yo
O {2 Manages investment advisory accounts not INVoIVIng INVESTMent SUpervisony services 50_ iy 100
O 13) Furmishes investment advice through consultations not included in either seovice described above v
=] i) Tssues penodicals abous securities by subscripiion "
'3 .
O 13) Issues special reports about sécunties not included m any service deseribed above e I8
O ()] Issues. not as part of amv service described above, any chans, graphs. formulas, or viher devices which clients may
L1}
use to evaluate secunties {0
n more than an occasional basis. s advice 1o chiemis o ers not involving seouriies %a
| 17 O than an o nal basis, furmishes advice 1o chenis on maners not imvolving tes
O (84 Prowides a timing service o,
0 ) Furmishes advice about securimies m any mannes not deseribed above __®
(Percentages should be based on applicant’s Tast fiscal vear ITapplicant has not completed s first fiscal year
provide esumaies of advisory billings for that vear and staie that the percentages are estimaics §
; Yes No
B Does epphicant call anv of the services 1t checked above financial planming or some similar term” 0 R
(i
C Applicam offers investment advisory services tor (cheek all that applyv)
[ i A percentage of assets under management o] 140 Subscription fees
O {2} Hourly charges O (3 Comnussions
O i3) Fised fees (not including subscription fees) %4 ) Other
D For each checked box m A above. describe on Schedule F
* the services provided. including the name of any publication o report 1ssued by the advisar on a subscription basis or for a fee
. apphicant’s hasic e sohedule: hins fees are charped and whether is fees are negotiable
. when compensation s payable. and if compensation s pavable betore service s provided. bow o client may pet & refund or may
ternunate an mvesiment advisory contract before its expiranion date
r Types of Clients — Applicant generally provides imvestment advice o (check those that apply)
El \ Individuals ) k Frusts, estates, or chantable organizshons
i B Ranks or thnli imstituiinons O F Corparations or business entities other than thase histed above
) 1) Investment compamics = G ther (describe on Schedule 1)
O D Penston and profi shaning plans

Answer all items. Complete smended pages in full, circle smended items and file with execution page (page 1).
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FORM ADV
Part i - Page 3

i Apphcant:
Discovery Management, Ltd.

3. Types of investments, Applicant offers advice on the following: (check those that apply)

oo

O

A
(1)
{2}

13

12)

4 Methods of Analysis, Sources of Infor

A.  Eguny sccuribes

(1) exchange-hsted sceurities
(2) secunties raded over-the-counter
(3) forcign issucrs

a0

B. Wamants

C. Corporate debt secuntics (other than commercial paper)
D. Commercial paper

F.  Cemficates of deposit

F. Mumacipai sccuntics

G, Investment company soCuritics:

i1) varable life insurance
(2) vanable annunties
{3) mutual fund shares

O OO0

and Invest ‘-Sirn!t‘gi;s.. .

Applicant's secunty analysis methods melude: (check those than apply)
[] Charting

¢ Fundamental

B Technicat

The main sources of information applicant uses include: (check those that apply)

B Financial newspapers and magazines 13)
& Inspections of corporate activitics (6)
DX Rescurch muterials preparcd by others (7
(3 € QIPOrC rating services (%1

H

Date:

o [sE("‘Fnc Number:
62572

Unned Stntes government sceunitics

Options contracts on:

SeCurines
commoditics

(R}

12)

Futures contracts on:

ik
(]

tangibles
inuangibles

Intcrests n parmerships investing in:

il estale
12} «il and gas micrests
(3} other {explain on Schedule Fy

Other (expliin on Schedule F)

Cyclical

Cither (explam on Schedule F)

&

E

Timnmg services

Annual reports, prospectuses, filings with the
Secunties and Exchange Commussion

Company press releases

Other {explain on Schedule Fi

The mvestment strategies used to implement any imvestment advice given w clients include: (check those that apply)

(< Long rerm purchases 15
{securities held at least a year)
- 6l
&X]  Shon term purchases {
(securitics sold within a year)
(7

Trading {secunties sold within 30 days)

Shor sales

=

Murgin transactions

Opuion writing. mcluding covered optrons, uncovered
aptions, or spreading strategies

Onher texplam on Schedule F)

Answer ail items, Complete amended pages in full. circle smended items and file with execution page (page 1),

Couy

 9/18/2010
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FORM ADV Aoplict
i Part Il - Page 4 | Discovery Management, Ltd. gp). 82572

Education and Business Standards.

5.

%IL File ?\’un:{\er. :

Date N
9/18/2010

Are there any general standards of education or business expenence that apphicant requires of these mvalved in determiming Yes No
or giving investment advice to chens” B O

(Il yes, describe these standards on Schedule I )

Education and Business Background,
For

*  cach member of the investment commuties or group that determings general investment advice to be given to clients, or

e i the apphicant has no mvestment committee or group, cach mdividual who determines general imvistment advice given to chients

i more than five, respond only for then supervisors)

e each pnncipal exccutve officer ol applicant or each petson with similar status o performing similar functions
O Schedule F, give the

* ame . formal education atter hugh school

e vear of birth . husiness hackground 1or the preceding five vears

Other Business Activities. (check those that apply)

O a Applicant s actively engaged n @ business other than giving mvesiment advice
] B Apphicant sells products or services other than investment advice o chients
QO ¢ The principal business of apphicant or #s prinapal executive officers mvolves something other than providig imvestment advice

i For cach checked box descnbe the other activines. includmg the umie spent on them on Schedule F j

Other Financial Industry Activities or Affiliations. (check those that apphy )

O A Applicant 15 regisicred (or has an apphication pending) as a secunues broker-dealer
O B Apphicant s registered (or has an application pending) as a futures commission merchant, commodity pool operator or commaodiny

wading adviser

C Apphcan has irangements that are material 10 115 advisory husmess of 15 chients with a related person who s
0O oy broker-deasler O n accounting firm
mM "
U@ INVESUMENT company d i#) law firm
I S 1 other investment adviser O 1) INSUNAMG COTTHRINY OF 4y
"y 3
i | : ;i O 1 n consul L
) fimancial planming firm } penston consultant
%) commodity pool operator. commaodiny trading [ 111 real estane broker or dealer
adviser on futures commission merchant
O banking or thritt instiution il {12y entiy that creatcs or packages hmned panmerships

{For ech checkad box in €, on Schedule Fadentiy the related person and descnbe the relationsiup and the wrangements )

D lsapplicant or a related person a generid partnes inany partnership in which cliems are solicnad 1o m et M O

LI yes, descnbe on Schadule F the panpershups and what they myest in ) -

Answer all items. Complete amended pages in full. circle smended tems and file with execulion page (page 1).
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FORM ADV
Part Il - Page 5

Applicant

Discovery Management, Ltd.

|SEC File Number | Da
‘3‘_]]_ 62572

e

| 9/18/2010

9, Participation or Interest in Client Transactions.

Applicant or a related person. {check those that applv)

' ]
a
O
O

? X

A As prncipal. buys secunties for itself from or sells securities ot owns o any client

B As broker or agent effects secunties ransactions fur compensation for any chent

C.  Asbroker or agent for any person other than a chient effects transactions in whach client secunibes are sold to or bought from o

brokerage customer

D Recommends to chents that they buy or sell secunties on investment products s which the apphicant or a related person has some

financial imerest

E  Buvs or sells for v

sell secunities that it also recommends to chients

(For each box checked, deseribe on Schedule F when the applicant or & related person engages in these vansactions and what resinctions,
mierml procedures, or disclosures are used for contlicis of interest in those ansactions |

Describe, on Schedule I, vour code of ethics, and state that vou will provide a copn of vour ocode of ethics to anv client or

prospective chient upon reguest

| 10.  Conditions for Managing Accounts. Docs the applicant provide invesument SUPErvIsony services, manage mvestment advisory
accoums or hold selt out as providing financial planning or some similarly termed services and impose a mimmum dollar value of
assets o other conditions for starung or manimmng an acooum”

(Tt ves, describe on Schedule F )

11.  Review of Accounts. 11 apphcant provides imvestment SUpervison: services. manages mvestmen advison accoums, or holds wsell’
out a5 providing fimancal planming or some simlarly ermed services

A

B

Descnibe below the reviews and reviewers of the accounts  For reviews, include thewr frequency, different levels, and tiggering facioss
For reviewers, include the number of reviewers. thesr titles and functions, instructions they receve from applicant on perionmung reviews,
and number of accounts assigned cach

| See item 11.A. on Schedule F.

Describe below the nature and frequency of regular reports o chients on their accounts

See item 11.B. on Schedule F.

Answer all ite

ms. Complete amended pages in full, circle amended items and file with execution page (page 1).

ppyngt
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SEC File Number
RO182572

Applicant
| Discovery Management, Ltd.

FORM ADV
Part Il - Page 6

Date:

9/18/2010

12. Investment or Brokerage Discretion.

A Dossappheant or any related person liave authonty w determume, without obtaiming specitic ehent consent. the:

(11 securities o be bought or sold?

121 amount of the seeunties w be bought or sold?
{3} broker or dealer to be used?

t4)  commussion rates paid”

Yes
X
Yes

Yos

Yiou

No

No

No

No

B Does apphicant or a related person suggest brokers to cliems?

For cach ves answer to A deserbe on Schedule F any limitanons on the authonmy For each ves o AL3), Ai4}or B, desenibe on
Schedule F the factors considered in selecting brokers and determimimg the reasonableness of their commussions 1f the value

of products, research and services given o the applicant or 2 related person 18 a factor, descnbe

®  the products. research and services

®  whether chients may pay commissions higher than those obtamable from other brokess in return tor thuse products and
SCMVICSs

L] whether research s used w service all of applicant s aceounts or Just those accounts payving for it and

[ ] amy procedures the apphicam used during the last fscal year o diredt client ransactons 10 @ particular broker i return for
products and rescarch services received

Yes

No

13. Additional Compensation.
Does the apphicant of a related person have any arrangements. oral ot in woting. where i

SIONS. equipment o non-research services)

A s pand cash by or receves some cconomie benelit gncluding com
from a non-chient in connection with giving advice to chients”

B directly or indirectly compensates any person for chent refertals”

{For cach ves desenbe the amangements on Schedule F )

14. Balance Sheet. Apphicant must provide a halance sheet Tor the most revent fiscal yesr on Schadule Gonapplicans
@  has custody ol chient funds or secunies (unless applicant 1s repisiered or regisienng only wath the
Secunties and Exchange Comnussion} or

®  roquines prepavment of mote thun $300 i tees per chient and 6 of mute months in advance
Has applicant provided a Schedule G balance sheet”

Yes

Yes
5

Yes

wnswer all items. Complete amended pages in full. circle amended items and file with cxecution page (page Iy

No

Nu

O

—opyngh
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. Schedule F of
Form ADV
Continuation Sheet for Form ADV Part ii

Applicamt SEC File Number Date
Discovery Management, Ltd. 801- g2572 a9/18 12045

(Do not use this Schedule as a continuation sheet for Form ADV Pant | or any other schedules )

1 Full name of applicam exactly as stated i ltem LA of Pant 1 of Form ADV IRS Empl Ident No
Discovery Management, Ltd. 75-2677145

ltem of Form
(rdentilv)

Answer

1.D.

SERVICES PROVIDED

Portfolio Management- Discovery Management, Ltd. (DM) manages a family of investment portfolios on a discretionary basis.
The serwices do not involve the giving of investment advice based on the individual needs of the client: such as, the nature of
other client assets and the client's personal and family obligations. The Portfolios will be invested in long/short equity
securities on a market neutral basis.

FEE SCHEDULE

DM generally charges (i) an expense fee equal to 1% or 2% per year and (i) a performance fee allocation equal to 20% of the
annual pre-tax profit including both realized and un-realized gains, computed at the end of the calendar year, The expense fee
will be computed monthly.

Mast clients pay according to the staled fee schedule. Under certain circumsiances, fees may be negotiated lo 3 leve! either
higher or lower than the stated fee schedule.

Discovery Management, Lid. prowdes investment advice lo of investment partnerships.

The secunty analysis process uses a proprielary computer-based process, developed by DM, which ranks the equities being
analyzed.

DM uses a variety of databases. which prowide the financial data and eamings picture of a large number of companies. The
exact sources of this information vary from time-to-time.

To avoid any potential conflicts of interest involving personal trades, Applicant has adopted a Code of Ethics (the *Code”).
which includes a formal code of ethics and insider trading policies and procedures. Applicant's personal trading policy
prohibits the Applicant's members and employees from purchasing or selling equity secunties, which are being considered by
the Applicant on behalf of its clients or are being purchased or sold by Applicant on behalf of its clienls. Applicant’s Code
requires, among other things. that employees:

Always observe the highest standards of business conduct and act in accordance with all applicable laws and regulations;
Place the integrity of the investment profession, the inferests of clients, and the interests of Applicant above ane's own)|
personal interests;

Adhere to the fundamental standard that you should not take inappropriate advaniage of your position,

Avoid any actual or potential conflict of interest;

Conduct all personal secunties transactions in a manner consistent with this policy;

Promote the integrity of. and uphold the rules goveming, capital markets;

Comply with applicable prowisions of the federal secunities laws.

Additionally, Applicant's Code requires employees o' prowde Applicant with a detailed summary of certain holdings (to be
prowded upon commencement of employment, quarterly and updated annually) over which such employees have a direct or
indirect beneficial interest.

A copy of Applicant's Code shall be prowded to any client or prospective client upon request.

DM has not established formal standards of education or experience for its personnel involved in determining or giving
investment adwice to clents, all portfolio managers and analysts have a bachelor degree from an accredited four year
university. In addition. all portfolio managers and analysts hold a graduate degree and/or CFA certification.

The education and business background of the DM principal follows

Stephen J. Summers, CFA

Date of Birth- 1944

Education: B.B.A. Quantitative Analysis and Marketing, Southern Methodist University, Dallas, Texas
M.B A, Quantitative Analysis, Southern Methodist University, Dallas, Texas

Business Background, CEO, Discovery Management, Ltd. since 1885

DM is the general partner for its underlying mvestment limited partnerships

If a complete execubion of a block trade occurs on a irade date, the purchased or sold securities will be allocated among the
applicable Funds on a pro rata basis. Funds in which DM or any officer, partner or employee of DM has a beneficial interest
that in the aggregate exceeds 10 percent of the net assets of such Fund ("Affikated Funds”) may participate in a compiete
execution of a block trade with unaffiliated client accounts if the Affiliated Funds pariicipate at the same average execution
price as the client accounts. If an order is partially filed, DM will allocate the securities among the participating Funds on a pro
rata basis. For purposes of this Policy, a pro rata trade allocation means, to the extent practical and subject o odd-ot
considerations. an aliocation of the trade at issue among applicable Funds in amounts that are proportional to the paftmtpaﬂng
Fund's relative net assets. If an allocation would result in an insignificant number of shares being allocaled o a particular

Complete amended pages in full, circle amended items and file with exceution page (page 1). PAGE 1
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. Schedule F of Applicant SEC File Number Date

Form ADV i 8011
Continuation Sheet for Form ADV Partll  |Drocovery Management, Ltd. i 9/18/20&0

Do not use this Schedule as a continuation sheet tor Form ADV Pan | or am other schedules )

i Full name of applicant exsctly as stated m ftem 1A of Part | of Form ADV IRS Empl. Ident No
Discovery Management, Ltd. 75-2677145
Item of Form
(idenuly) Answer
Fund relative to the size of that account, DM may determine an allocation that is fair and reasonable among all Funds involved
| in the order.

Neither the Applicant nor its principals or employees are prohibited from buying or selling securities for their own account and
may lake investment positions different or contrary lo those of advised clients. The Applicant maintains compliance policies
and procedures, including personal trading policies, that are designed 1o reduce potential conflicts of interest. Among other
things, the Applicant imposes restrictions on its employees and principals relating to the purchase or sale of securities for their|
own accounts and the accounts of certain affiliated persons. The Applicant’s procedures require pre-clearance and monthly
reporting of ali personal securities transactions, except transactions in investment company securities and/or other exempt
transactions. These monthly reports are reviewed on a regular basis by appropriate supenvisory personnal. Further, the
Applicant maintains certain policies and procedures designed to prevent partners and employees from misusing material non-
public information or trading the same security ahead of the client accounts.

See also 5. for DM Code of Ethics

10. Except under unusual circumstances, DM requires a $§750,000 minimum equity investment,
11.A. REVIEW OF ACCOUNTS
The Adwviser reviews the limited partnerships. The leam leader is:

Stephen J. Summers, CFA- Chief Investment Officer; responsible for overseeing the review process and
implementation of the investment discipline within DM's limited partnerships.

The review process consists of the following steps.

1) The Adviser is primarily in the business of managing equity portfolios on a market neutral basis. Therafore. the typical
objective is to produce investment performance on the long side that exceeds that of the short portfolic

2) On a monthly basis, the portfolio manager monitors each investment to ensure thal the invesiment is appropnate for the
limited partnership.

3} If an investment is no longer appropnate, the portfolio manager effects a trade to the portfolio and decideds the trading
procedure,

4) The portfolio manager monitors the investment performance of the Adwiser's limited partnerships on a daily basis lo identify
exceptions.,

5) The performance of each krmted partnership is reported to the client on a mutually agreed schedule, at least quarterly.

6) Penodically. at least once a year, the portfolio manager meets with the limited partners to ascertain whether the slated
investment objective is being met and to discuss any factors which impact the achievement of the investment objective.

11.B REPORTING

Limited pariners recewe quarterly financial reports along with a letter discussing the financial and non-financial matters
concerning therr account. The quarterly letter is prepared by DM, Occasionally. monthly repons are distributed but are not
required. In addition, the manager is available for indiwdual consultations by phone or in person.

12.A.B There is generally no limitation on DM's authority o determine the nature or amount of securities to be bought or sold except

b i that the basic investment policy of each fund mus! be followed. The applicant maintains custody of client funds and securities
through "a qualified custodian” as defined in Rule 206(4)-2 of the Investment Advisers Act of 1840. In addition, netther the
applicant nor any affiliated person trades ahead of any stock selections made on behalf of a limited partnership.

Trades executed on an agency basis are typically executed electronically al a commission of no more than four cents per
share. The exact amount paid is negotiated by the Adviser to be commensurate with the value of the brokerage senvice
provided. This amount is typically higher than is avsilable from brokerage firms which do not provide research SEeMices.
Brokers are selected based on their ability to transact the trades with the best price and execution. The Adwiser conducts
periodic analyses to measure these transaction costs.

The research senvices which are paid for by trading commissions are selected because the Adwiser behe\res they will add
value to the kmited partnership. The vast majority of these services are databases of financtal information which are used by

Complete amended pages in full, circle amended items and file with exceution page (page 1), PAGE 2
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sc.hadule F of Appiicant SEC File Number Daie
Form ADV Discovery Management, Ltd. 801- 62572
Continuation Sheet for Form ADV Part Ii i a0
Do not use this Schedule us a continuation sheet for Form ADV Part | or amv other schedules.)
| Full name of applicant exactly as stated in lem | A of Pari | of Form ADV IRS Empl Ident No
Discovery Management, Ltd. 75-2677145

(dentifv)

Answer

13.A.

13.B.

. Jtemn of Form

the portfolioc managers in the investment decision-making process.

Trades are completed on a principal bid basis and electronically. In most cases, the competitive bidding process associated
with principal bids efieclively guarantees besl execution. No soft dollars are generated from principal bid trading. DM can
also execute trades electronically and generally not at a3 commission of more than four cents per share. A portion of this
commission may be reserved and used to pay for research and trading related services used to manage client portfolios, in
compliance with Seclion 28 (e) of the Securities Exchange Act of 1834, The exact amount paid is negotiated by the Adviser to
be commensurate with the value of the brokerage service provided. This amount Is typically higher than is available from
brokerage firms, which do not provide research senvices. Brokers are selected based on their ability to transact the trades with{
the best price and execution. Currently the Adwser has trading relationships with ITG, Inc.. Instinet and Griswold. These
trading relationships are not exclusive and are subjecl to change at any time without notification. DM conducts periodic
analysis o measure transaction costs. The research services, which are paid for by trading commissions, are selected
because DM believes they will add value to the parinership or Client’s portfolio. The vast majority of these senvices are
databases of financial information, which are used in the investment decision-making process. The soft dollar research
obtained by DM typically benefits all clients, rather than just the one{s) for which the order is being executed. Therefore, DM
uses all research generated from soft dollars for the benefit of all of its accounts and does not allocate between clients.
When the cos! of a research service exceeds the commission amount generated by an individual account. commissions are
commingted with other accounts to pay for the research senvice.

BNP Parnbasin Dallas, Tx provides prime brokerage services to Applicant and in this capacity also provides DM with access
1o thewr edecironic trading platforms, capital introductions services and a portiolioc management system.

From time to lime, Applicant may enter into agreements to pay referral fees to certain persons who refer advisory clients to
Discovery. Such persons are generally paid as a negotiated fee amount. Referral arrangement and the payment of referral
fees will be disclosed to clients in accordance with Rule 206(4)-3 of the Investment Adwvsers Act of 1940, as amended.

(omplete amended pages in full. circle amended items and file with execuiion page [page 1 PAGE 3
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