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This brochure provides information about the qgicalifons and business practices of Marathon
Asset Management, LP (together, with its relyingiset affiliates, the Adviser,” “we,” “us,” or
“our”). If you have any questions about the contemitdis brochure, please contact our Chief
Compliance Officer, Christine Chartouni, at (21RP53179 or _cchartouni@marathonfund.com
The information in this brochure has not been aygualoor verified by the United States Securities
and Exchange Commission (tf8EC’) or by any state securities authority.

Additional information about us also is availablen othe SEC’'s website at
www.adviserinfo.sec.gov.

We are a registered investment adviser under testment Advisers Act of 1940, as amended
(the “Investment Advisers Act). Our registration under the Investment Advisdcs does not
imply any level of skill or training.
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MATERIAL CHANGES

On March 31, 2018, we filed the previous versiorthad brochure. We have filed this
brochure primarily to update certain disclosurepravide additional details regarding our cross
trade, valuation and allocation policies and proces. See Items 6, 10 and 11.

Our current brochure may be requested, free ofgehaby contacting our Chief
Compliance Officer, Christine Chartouni, at (21BP53179 or cchartouni@marathonfund.com
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ITEM 4
ADVISORY BUSINESS

A. General Description of Advisory Firm

We are a Delaware limited partnership, foundecgmudry 1998.

We provide investment advisory services to privatdfered pooled investment vehicles
(each, a Fund,” and collectively, the Funds’) and separately managed accounts on behalf of
institutional investors (the Accounts” and, together with the FundsClients”), typically
pursuant to an investment management agreemeiri@r slocument (anlMA ”) under which
the Adviser is granted discretion to trade the r€keaccount without obtaining the Client’s
consent to each particular transaction (subje¢héoinvestment policies and restrictions, if any,
imposed by the Client in an IMA). The Adviser ses\vfrom time to time as (i) a sub-adviser to
one or more funds registered as investment compéftegistered Funds) with the SEC under
the Investment Company Act of 1940, as amended“ ({840 Act), (ii) a sub-adviser to one or
more open-ended investment companiddCITS Funds’) authorized pursuant to the European
Communities (Undertakings for Collective Investma@mtTransferable Securities YCITS"))
Regulations, 2011, as amended (tlt&C“Regulations) and, (iii) in limited circumstances,
provides non-discretionary investment advice ter@8. The Adviser also serves as the collateral
manager to certain collateralized loan obligatiehigles (CLOS").

We anticipate advising other Clients similar togtiset forth above from time to time.
The Fund and Accounts that we advise are divef$my are structured in various manners, may
invest in overlapping or differing positions as etlClients and are subject to differing fee,
liquidity and other terms. As a result, we maydmbject to certain conflicts of interests in
managing such different Clients as further desdriipethis brochure. We operate under basic
policies and principles applicable to the conducbor investment advisory business that are
designed to mitigate such conflicts of interest andure our compliance with applicable laws.
These policies and principles are based upon geocergepts of fiduciary duty, the specific
requirements of the Investment Advisers Act, tHes@and regulations promulgated thereunder,
and our internal policies.

Certain entities affiliated with Marathon Asset Mgement, LP, MCAP Global Finance
(UK) LLP and Marathon Asset Management Singapor&.POtd (collectively referred to as
“relying advisers’), file a single Form ADV with Marathon Asset Mayament, LP. The
relying advisers are identified on Schedule R affearm ADV Part 1.

Our principal owners are Bruce Richards, co-Founéeesident and Chief Executive
Officer; and Louis Hanover, co-Founder, and Chiekktment Officer of the Adviser.

Blackstone Strategic Capital Holdings Fund, a yehitanaged by Blackstone Alternative
Asset Management, owns a passive, minority inténeite Adviser. Bruce Richards and Louis
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Hanover continue to maintain autonomy over the #eivs day to day business management,
operations, and investment processes.

B. Description of Advisory Services

As an investment adviser, we provide portfolio nggmaent services to our Clients. We
are responsible for sourcing potential investmeatsducting research and due diligence on
potential investments, analyzing investment opputigs, structuring investments, and monitoring
investments on behalf of our Clients. We geneaditef our advisory bilings from these types of
investment advisory services.

While we generally focus on credit related investtag we do not limit the type of
investment advisory services we offer and there rawematerial limitations to the types of
securities in which we may invest on behalf of @lients (subject to any restrictions in the
relevant IMA, offering document, or organizatio@lcuments of a particular Client). We may
invest in any security and any sector of the matketarry out the overall objectives of our
Clients. Such objectives, strategies and policiag be expected to evolve materially over time.
We typically have complete flexibility to create organize or otherwise utilize special purpose
subsidiaries or other special purpose investmemtles, swaps or other derivatives or structured
products on behalf of our Clients. Any relatiopshetween the Adviser and a Registered Fund
will be governed by a written contract (@ub-Advisory Agreement) approved by the vote of a
majority of the Registered Fund’s outstanding \@pts@curities as set forth in Section 15 of the
1940 Act. Any relationship between the Adviser andCITS Fund will be governed by a written
contract (a Sub-Discretionary Advisory Agreement). In managing the collateral of the CLOs
that we advise, we are typically subject to restnis set forth in the governing documents of
such CLOs.

C. Availability of Customized Services for Individual Clients

We tailor our advisory services to the individuaéds of our Clients that are not Funds.
The Client's IMA, each Fund’s private placement meamdum (a PPM”), or other Fund
documents provide more detailed descriptions ohe&@kent’s investment objectives and may
contain investment guidelines, policies, or rettis.

In addition, the Adviser may enter into arrangersemith certain Clients (or underlying
investors) that may in each case provide for tavfrisvestment that are more favorable to the
terms provided to other Clients (or underlying stegs). Such terms may include the waiver or
reduction of management and/or incentive feesptbeision of additional information or reports,
more favorable transfer rights, and more favordigjaidity rights. As noted above, any
relationship between the Adviser and a Registenaadd Fwill be governed by a Sub-Advisory
Agreement and the relationship between the Adwasel a UCITS Fund will be governed by a
Sub-Discretionary Advisory Agreement. Also as dibsd above, our collateral management
services on behalf of our CLOs are governed byréievant collateral management agreement
and the governing documents of each CLO.



D. Wrap Fee Programs

We do not participate in a wrap fee program.

E. Assets Under Management

As of October 31, 2018, we had approximately $19,896,171 in Client regulatory
assets under management on a discretionary baki$40%5,957,302 in Client regulatory assets
under management on a non-discretionary basis. aiffeaint of Client regulatory assets under
management includes the value of collateralized laligations, securitizations and committed
capital.



ITEM 5
FEES AND COMPENSATION

A. Advisory Services and Fees

While the management and performance fees maybyaBfient, our basic fee schedule is
as follows: the Adviser generally receives managenfees based on net assets under
management (generally from approximately .30% #5% annually, depending on the Fund or
Account) and an incentive or performance fee gdigesdup to 20% of the account’s annual
profit or cash distributions, if any, charged tacle&lient subject in certain cases to a loss carry
forward provision or a preferred return hurdle. r Bertain Clients, we may not receive an
incentive or performance fee; for other Clientsmagy receive a higher incentive or performance
fee. In addition, we may negotiate lesser or kffié fee schedules for particular Clients (or
underlying investors) based on a variety of factorsluding nature of investments. For CLOs,
we typically receive a collateral management fe@ may receive additional performance-based
compensation based on the cash distributions matleelCLOs. We structure any performance
or incentive fee arrangement in accordance withi@e205(a)(1) of the Investment Advisers Act
and the rules and regulations promulgated thereundeluding the exemption set forth in
Rule 205-3 permitting performance fee arrangemeits“qualified clients.”

For the services provided and the expenses asshyndte Adviser pursuant to a Sub-
Advisory Agreement, it is expected that the primadyiser of the relevant Registered Fund will
pay to the Adviser a fee, computed daily and pa&yatwnthly, in arrears, at an annual rate of the
average daily net assets of the portion of the ®®exggd Fund that the Adviser sub-advises, in
accordance with the Sub-Advisory Agreement.

For the services provided and the expenses asshyndte Adviser pursuant to a Sub-
Discretionary Advisory Agreement, the primary advisf the relevant UCITS Fund pays to the
Adviser a fee agreed upon between the Adviser lamgtimary adviser from time to time.

In addition, we have entered into side letter ayemments with certain large, institutional
investors that include reduced fees (in additiongdain other terms).

B. Payment of Fees

The IMAs, PPMs or other Fund documents, governténes of compensation and the
manner in which we charge fees to each Client. jestlo the terms of IMAs, PPMs or other
Fund documents, Clients are either billed direftityfees or authorize us to deduct fees directly
from the Client’'s account. We directly deduct dees from the Funds. Our management fees
are paid quarterly or monthly, in advance or aggedepending on the Client, based on beginning
or ending net assets at the end of each month artequ Incentive fees are generally paid
annually in arrears or upon cash distributionsesheill be prorated for partial periods.



C. Additional Expenses and Fees

Our fees are exclusive of other charges, fees,eapednses which are paid by Clients.
Such expenses are set forth in the IMAs, PPMs lberalocuments. As a general matter such
expenses include, among other things: external, (iferd party) legal, audit, accounting,
operational, administrative, regulatory and rededees and expenses; technology expenses;
investment expenses such as commissions; reguldiayyfees; direct fees and expenses, such as
legal fees, travel and due diligence expensesterkl#o the analysis, purchase or sale of
investments, whether or not a particular investneenbnsummated; interest on margin accounts
and other indebtedness; borrowing charges on siesusbld short; custodial fees; and any other
expenses reasonably related to the purchase, rsaknemittal of Clients’ assets. These charges,
fees, and expenses are exclusive of and in adda@gionir management and incentive fees. We do
not receive any portion of these charges, fees,eapénses and shall not receive a brokerage
commission or other compensation attributable ® ghle of a security or other investment
product. For an in-depth discussion of the factbas we consider in selecting or recommending
broker-dealers for Client transactions and detengithe reasonableness of commissions and
compensation for such broker-dealers, please sael2(A), “Brokerage Practices, Selection of
Broker-Dealers and Reasonableness of Compensalieloyi.

Certain Clients also reimburse the Adviser for @erof its internal research, operations,
administrative, technology or asset managementrnsgseincurred by the Adviser in connection
with performing services for such Clients. Any Isiexpenses are disclosed or set forth in the
IMAs, PPMs or other documents applicable to suadn@.

The Adviser allocates expenses incurred on behatiudtiple Clients in a manner in which
it determines to be fair and equitable. Expensecaion is generaly made based on the
Adviser’s assessment regarding which Clients beadffrom incurring the given expense. Such
determinations may be based on the pro rata owpeoshClient Accounts in an investment
opportunity or the relative net asset value or catech capital of the relevant Client Accounts,
although the Adviser may take into consideratidmeotfactors it determines to be relevant to the
allocation decision in its sole discretion. Sutheo factors may include, but are not limited to,
the gross market value of the Client Accounts, tinee and resources dedicated to each
investment and the Clients Accounts’ respectieedifcle stages and capital flows.

The Adviser or an affiliate of the Adviser may e&as for providing origination services
in connection with certain Client assets. Any neanate fees for such origination services earned
by the Adviser and its affiliates will be paid teetClients involved in such transactions.

The expenses borne by a Registered Fund are ghtifothe relevant Sub-Advisory
Agreement and the other governing documents oRégastered Fund.

The expenses borne by a UCITS Fund are set fortharrelevant Sub-Discretionary
Advisory Agreement and the other governing docusefhthe UCITS Fund.
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D. Prepayment of Fees

For certain Funds and Accounts, Clients may chdospre-pay fees in advance. If a
Client (or underlying investor) pre-pays a fee #meh terminates its advisory contract before the
end of the biling period, the Client may obtaimedund by contacting the Adviser or the refund
will automatically be credited to the Client (ordamlying investor) as specified in the relevant
IMA or Fund document. The amount of the refund kel prorated for the partial period.

E. Additional Compensation and Conflicts of Interest

We do not receive a brokerage commission or angratbmpensation attributable to the
sale of securities or investment products and @usgnnel do not receive such compensation.
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ITEM 6
PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

While the specific terms may vary by Client, forrcadvisory services, in general, we
receive a management fee and may receive a perfoaitzmsed fee from our Clients. We do not
charge any Clients another type of fee, such akcamly or flat fee. For a more detailed
discussion of our performance or incentive feesas# see Iltem 5, “Fees and Compensation,”
above.

Performance-based fee arrangements may createcantivie for us to recommend
investments that may be riskier or more speculdtige those that we may recommended under a
different fee arrangement. In the allocation aestment opportunities, performance-based fee
arrangements may also create (i) an incentive ®rtau favor Clients with performance or
incentive fee arrangements over Clients that atelmarged, or from which we will not receive, a
performance fee; and (ii) an incentive for us teofaClients from which we will receive a greater
performance fee over Clients from which we wille®e a lesser performance fee.

We have adopted Aggregation and Allocation of Ibwests Procedures (théltocation
Procedures) designed to ensure that all of our Clients aeatied fairly and equitably over time
and to prevent this form of conflict from influengi the allocation of investment opportunities
among our Clients. As a general matter, we wileofClients the right to participate in all
investment opportunities that we determine are gpmate for the Client in view of relative
amounts of capital available for new investmengsheClient’s investment program, and the then
current portfolios of our Clients at the time alo@htion decision is made. As a result, in certain
situations priority or weighted allocations candxpected to occur in respect of certain accounts,
including but not limited to situations where Ctierinave differing: (A) portfolio concentrations
with respect to geography, asset class, issuggrsecrating, (B) investment restrictions, (C) tax
or regulatory limitations, (D) leverage limitations volatility targets, (E) ramp up or ramp down
scenarios or (F) counterparty relationships.

In accordance with our Allocation Procedures, wé @ndeavor to treat each of our
Clients in a fair and equitable manner over tinfeor a more detailed discussion, please see
Item 12(B), “Aggregating Orders  for  Various Client Accounts,” below.
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ITEM 7
TYPES OF CLIENTS

We currently provide investment advisory services private investment funds and
institutional managed accounts that are offeredhitth net worth financially sophisticated
individual and institutional investors. Our invesint advisory services are generally intended for
investors who would qualify as a “qualified purabidsas defined in Section 2(a)(51)(A) of the
1940 Act, including insurance companies, endowmeénists and estates, governmental agencies,
other financially sophisticated institutional amdlividual investors and commingled investment
vehicles. We also from time to time serve as thieadviser to funds registered as investment
companies with the SEC under the 1940 Act or teestment vehicles registered as UCITS
pursuant to the EC Regulations. In addition, weesas a collateral manager to certain CLOs.

The minimum account size necessary to open andiamaiin account with us varies by
Client, type of Client and relevant strategy. Bngral, we have set a minimum investment of
$100,000 to $100,000,000 (depending on the Accaunthe Fund), but we may require a
different amount, or waive the minimum investmet@pending on a variety of factors, such as a
particular Client’'s circumstances or our investmettategies. The minimum amount for
investment, if any, (i) by a Registered Fund iscdpally negotiated by the Adviser and the
Registered Fund and (ii) by a UCITS Fund is speadifi negotiated by the Adviser and the
UCITS Fund.
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ITEM 8
METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS

A. Methods of Analysis and Investment Strategies

While our methods of analysis and investment sjsateay vary to some extent for each
Fund or Account, in general, we focus on distressetisituational investing in the global credit
and fixed income markets. Credit selection is 8ase our bottom-up fundamental research,
capital structure and situational expertise. Wespe a highly integrated, research-intensive
approach utilizing synergies across our platfokife identify and take advantage of opportunistic
and situational investments in corporate creditjusing high yield, leverage loans and non-
investment grade credit, structured credit and glakebt opportunities, including emerging
markets debt. With respect to certain of our Céiewe seek to generate attractive risk-adjusted
returns by focusing on the origination of high-giat real estate loans and the acquisition of
distressed real estate debt, typically secured idglenmarket and/or transitional properties in
need of capital in the U.S. With respect to certdiour other Clients, our investment strategy is
to identify and take advantage of opportunistic amdational investments in the debt or other
obligations of European corporations, financiatilndons and European sovereign nations. We
also make investments in certain specialized atsg$es, such as aircraft finance and health care
royalties. Our investment guidelines with resptec(i) a Registered Fund are set forth in the
relevant Sub-Advisory Agreement and (i) a UCITSiduare set forth in the relevant Sub-
Discretionary Advisory Agreement.

Overall, our investment approach generally draws omumber of underlying disciplines
and strengths, including:

* Fundamental bottom-up credit analysis;

» Credit trading and execution capabilities;

» Work-out and restructuring expertise;

* Risk management discipline;

* Network of business relationships;

» Asset management experience;

» Significant history of investing and managing calpitver multiple economic cycles;
» Historical utilization of low levels of leveragena

* Commitment to best-in-class infrastructure andniaia controls.

We have the flexibility and expertise to investwhgre in the capital structure, including
securities, loans and structured products.
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B. Risk of Loss

Investing in securities involves risk of loss that Clients (and their underlying investors)
should be prepared to bear. While many of theegias employed by the Adviser do not involve
frequent trading of securities, certain strate@ewployed by the Adviser may involve frequent
trading of securities. For those strategies, tbguent trading may affect investment performance
through increased brokerage and other transaobists @nd taxes.

Investing with us involves significant risks andsigtable only for those persons who can
bear the economic risk of the loss of their entmgestment and who have limited need for
liquidity in their investment. There can be nousasce that Clients will achieve their investment
objective. An investment with the Adviser carri@gh it the inherent risks associated with
investments in corporate debt and other secumties instruments, as well as additional risks,
including, but not limited to, risks associatedhaitirmoil in the financial markets, investments in
non-investment grade or distressed companies, $beofiswaps, futures, options, hedging and
short sale trading strategies, counterparty or @rbroker risk, and investments in non-U.S.
securities, among other things. Clients shouléfodly review this brochure, the relevant Fund’'s
PPM and any other operative agreements beforeidgdm invest with the Adviser. Risk factors
relevant to (i) a Registered Fund are set fortthéRegistered Fund’s governing documents and
(i) a UCITS Fund are set forth in the UCITS Fung®erning documents. Risk factors relevant
to CLOs are listed in the relevant CLO’s offerinigcalar.

Risk Factors

In addition, we believe that Clients and their uhgeg investors should be aware of the
risk factors delineated below. These risk factmes not a complete explanation of all the risks
that are relevant to Clients and underlying invessfoom investing with us. Clients should read
this brochure, any IMA, the Fund’s or Account’s angzational and offering documents and the
documents and materials referred to in this broel@fore determining to invest with us. Such
documents may set forth additional risks that aexific to that Fund’'s or Account’s investment
program.

Corporate Debt Obligations. We may invest in corporate debt obligations|uiding
commercial paper. Corporate debt obligations afgest to the risk of an issuer’s
inability to meet principal and interest paymentstbe obligations (credit risk). We may
intend to actively expose Clients to credit ridkowever, there can be no guarantee that
we will be successful in making the right selecsi@amd thus fully mitigate the impact of
credit risk changes on Clients.

Debt Securities We may have Clients take positions in debt seesiwhich rank junior

to other outstanding securities and obligationthefissuer, all or a significant portion of
which may be secured on substantially all of teatier's assets. We may have Clients
take positions in debt securities which are nottgoted by financial covenants or
limitations on additional indebtedness. We mayestvClients in securities which are
moral obligations of issuers or subject to apptmns. Clients will therefore be subject
to credit and liquidity risks.
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Distressed Securities We may invest Clients in “distressed securiti@sy., debt, equity,
private claims and obligations of domestic and ifpreentities experiencing significant
financial difficulties, such as loan participatiosmsd assignments, trade claims and similar
instruments), and Clients may be exposed to sigmifi risks. Among these risks are:
() the difficulty in obtaining information as tdwé issuer’s true condition; (i) regulatory
risk, including laws relating to fraudulent convegas, voidable preferences, lender
liability and bankruptcy; (iii) market risk; (iv)tigation risk; (v) liquidity risk; and (vi) at
times, collection risk (especially, when dealinghansovereign debt). Moreover, to the
extent Clients invest in distressed sovereign ddfiigations, it will be subject to
additional risks and considerations not presemnirivate distressed securities, including
the uncertainties involved in enforcing and collegtdebt obligations against sovereign
nations, which may be affected by world eventsngka in U.S. foreign policy and other
factors outside of our control. Distressed investta may also be adversely affected by
state and federal laws relating to, among othegthifraudulent conveyances, voidable
preferences, lender liabilty and a bankruptcy teudiscretionary power to disallow,
subordinate or disenfranchise particular claimmsaddition, distressed investments may be
adversely affected by numerous uncertainties rmlédeout-of-court restructurings and
exchange offerings. Furthermore, the market priafedistressed instruments are highly
volatile, and the spread between the bid and apkieds of such instruments are often
unusually wide.

Special Situations. We may invest Clients in companies involvedan the target of)
acquisition attempts or tender offers or in comgsumvolved in or undergoing workouts,
liquidations, spin-offs, reorganizations, bankrugs¢ restructurings, exchange offers or
other catalytic changes or similar transactions.ary investment opportunity involving
any such type of special situation, there exisésribk that the contemplated transaction
either will be unsuccessful, take considerable timeill result in a distribution of cash or
a new security the value of which will be less thiaa purchase price to our Clients of the
security or other financial instrument in respetwuhich such distribution is received.
Similarly, if an anticipated transaction does nofact occur, Clients may be required to
sell their investment at a loss. Because themulistantial uncertainty concerning the
outcome of transactions involving financially trdedb companies in which we may invest,
there is a potential risk of loss by Clients ofitlemtire investment in such companies.

High Yield Securities We may invest Clients in “high yield” bonds apdeferred
securities which are rated in the lower rating gates by the various credit rating
agencies (or in comparable non-rated securiti€gcurities in the lower rating categories
are subject to greater risk of loss of principal arterest than higher-rated securities and
are generally considered to be predominately spteelwith respect to the issuer’s
capacity to pay interest and repay principal. They also generally considered to be
subject to greater risk than securities with higkangs in the case of deterioration of
general economic conditions. Because investorergéyperceive that there are greater
risks associated with the lower-rated securitis, fields and prices of such securities
may tend to fluctuate more than those for highesdaecurities. The market for lower-
rated securities is thinner and less active thah fir higher-rated securities, which can
adversely affect the prices at which these seearitan be sold. In addition, adverse
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publicity and investor perceptions about lower-tlasecurities, whether or not based on
fundamental analysis, may be a contributing facta decrease in the value and liquidity
of such lower-rated securities.

Leverage; Availability of Credit; Interest Rates; Margin. Subject to the IMAs and the
Funds’ operative documents, we may borrow fundmflwokerage firms and banks in
order to be able to increase the amount availabolenvestments. In addition, we may in
effect borrow funds through entering into repurehagreements, and may purchase or
sell options, forwards and other derivative insteats. The amount of borrowings which
Clients may have outstanding at any time may rasudt margin call forcing the sale of
such asset. Leverage also has the effect of iyagniboth profits and losses compared
with unleveraged positions.

There can be no assurance we will be able to nmraiateequate financing arrangements
under all market circumstances. In an unsettledicenvironment such as the current
one, we may find it difficult or impossible to mtam leverage for our Clients. The
financing available to our Clients from banks, desl and other counterparties typically
will be severely restricted in disrupted markefgy such restriction would likely result in
substantial losses to Clients, despite its primaiyance on more long-term structured
financings. In addition, any leverage obtainedeiiminated on short notice by the lender,
could result in our being forced to unwind posiiaquickly and at prices below what we
deem to be fair value for the positions.

Credit Default Swaps We may invest Clients in credit default swapgscredit default
swap is a contract in return for a contingent paymeon the occurrence of a credit
event with respect to an underlying reference abbg. Generally, a credit event means
bankruptcy, failure to pay or obligation acceleyati If a credit event occurs, the seller
typically must pay the contingent payment to thggouwhich is typically the “par value”
(full notional value) of the reference obligatioff.he contingent payment may be a cash
settlement or a physical delivery of the refereabkgation in return for payment of the
face amount of the obligation. Clients may beegitine buyer or seller in the transaction.
If the Client is a buyer and no credit event occtine Client may lose its investment.
However, if a credit event occurs, the buyer tyhicaeceives full notional value for a
reference obligation that may have little or noueal As a seller, the Client receives a
fixed rate of income throughout the term of thetcact, which typically is between one
month and five years, provided that no credit ewadurs. If a credit event occurs, the
seller may pay the buyer the full notional valuehef reference obligations.

Credit default swaps involve greater risks thaglients had invested in the reference
obligation directly. In addition to general markisks, credit default swaps are subject to
liquidity risk and credit risk of the counterpartif.a credit event were to occur, the value
of the reference obligation received by the seltenipled with the periodic payments

previously received, may be less than the fullowwl value it pays to the buyer, resulting
in a loss of value to the Client. Counterparty rimay also result in a loss if the

counterparty fails (e.g., Lehman Brothers).
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Foreign Investment We may invest our Clients in the securities atier instruments of
issuers located in non-U.S. jurisdictions. Suckestment involves certain risks and
special considerations not typically associatec wivesting in other more established
economies or securities markets. Such risks n@yde (i) the risk of nationalization or
expropriation of assets or confiscatory taxatioi; sfcial, economic and political
instability including war; (i) dependence on exggand the corresponding importance of
international trade and commodities prices; (iggldiquidity of securities markets;
(v) currency exchange rate devaluations and fluctns; (vi) potentially higher rates of
inflation (including hyper-inflation); (vii) contide on foreign investment and limitations on
repatriation of invested capital and our abilty #xchange local currencies for
U.S. dollars; (vii)) a higher degree of governmémtgolvement in and control over the
economies; (ix) government decisions to discontiraugport for economic reform
programs and imposition of centrally planned ecaren(x) differences in auditing and
financial reporting standards which may resulthe tinavailability of material information
about economies and issuers; (xi) less extensgdamry oversight of securities markets;
(xii) longer settlement periods for securities #actions; (xii) less stringent laws
regarding the fiduciary duties of officers and dio¥s and protection of investors;
(xiv) certain consequences regarding the maintenafcClient portfolio securities and
cash with sub-custodians and securities depostamieemerging market countries; and
(xv) liquidity risk. All of the foregoing factorlead to greater market volatility.

Currency Risks. We may invest Clients in investments that aneod@nated in a non-
U.S. currency, which are subject to the risk tleg value of a particular currency will
change in relation to one or more other currencidg increase in the value of the
U.S. dollar compared to the other currencies inctviwe make our investments will
reduce the effect of increases and magnify the tbfar equivalent of the effect of
decreases in the prices of Clients’ securitiebdirtiocal markets. Conversely, a decrease
in the value of the U.S. dollar will have the opipe®ffect of magnifying the effect of
increases and reducing the effect of decreasdseirptices of Clients’ non-U.S. dollar
denominated securities. Among the factors that affgct currency values are trade
balances, the level of short-term interest ratéferences in relative values of similar
assets in different currencies, long-term oppotiesi for investment and capital
appreciation and political developments.

Sovereign Debt. We may invest certain of our Clients directidandirectly through
derivative instruments (including swaps and crddiault swap indices) in sovereign debt
instruments. The issuers of sovereign debt orgtheernmental authorities that control
the repayment of the debt may be unable or ungitorepay principal or interest when
due, and our Clients may have limited recoursehédvent of a default. A sovereign
debtor’s willingness or ability to repay princi@aid pay interest in a timely manner may be
affected by, among other factors, its cash flowagion, the extent of its foreign currency
reserves, the availability of sufficient foreignceange on the date a payment is due, the
sovereign debtor’s policy toward international lersl and the political constraints to
which a sovereign debtor may be subject. Furthegpguch entities may be entitled to
claim sovereign immunity from any claims made asfathem should they default on any
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of their obligations under such loans. This mangar, or prevent entirely, the recovery of
any loss suffered as a result of such default.

Credit Risk of Investment Grade and Non- or Lower-Rated Securities Clients’
investment portfolio in fixed income securities megnsist of both investment grade
securities, rated Baa or higher by Moody’s or BBBh@her by S&P, and lower-rated
securities, rated lower than Baa by Moody’s or Iothan BBB by S&P (or, if not rated,
of comparable quality). Securities rated lowemtBaa by Moody's or lower than BBB
by S&P are sometimes referred to as “high yield*jonk” bonds. Securities rated Baa
are considered by Moody's to have some speculataaacteristics. Higher-rated and
lower-rated securities may be regarded as predoehnspeculative with respect to the
issuer’'s continuing ability to meet principal antterest payments. Analysis of the
creditworthiness of issuers/issues of lower-raesligties may be more complex than for
issuers/issues of higher quality debt securitidower-rated securities may be more
susceptible to losses and real or perceived adwsrsromic and competitive industry
conditions than higher grade securities. Secaritiat are in the lowest rating category
are considered to have extremely poor prospeceverf attaining any real investment
standing, to have a current identifiable vulneigbib default, to be unlikely to have the
capacity to pay interest and repay principal. $&eondary markets on which lower-rated
securities are traded may be less liquid than taken for higher grade securities. Less
liquidity in the secondary trading markets couldvexdely affect and cause large
fluctuations in the value of the Clients’ portfolio Adverse publicity and investor
perceptions, whether or not based on fundamentdysasy, may decrease the values and
liquidity of lower-rated securities, especially anthinly traded market. Furthermore,
higher-rated securities also carry credit risk beeahey run the risk of a down grading if
their credit deteriorates. Finally, rating ageacay re-rate securities, which could cause
substantial loss as the ratings are downgraded.

The use of credit ratings as the sole method ofuating lower-rated securities can
involve certain risks. For example, credit ratirgsluate the safety of principal and
interest payments, not the market value risk ofelevated securities. Also, credit rating
agencies may fail to change credit ratings in aliinfashion to reflect events since the
security was rated.

Risks Relating to an Originator's Involvement in a Bankruptcy Proceeding If any

of the originators from which we may acquire a poidbans for Clients becomes a debtor
under title 11 of the United States Code (tBarikruptcy Code”) prior to the transfer of
servicing on the loans, there could be delays mpateting the transfer of servicing, which
might have a negative effect on Clients’ portfolim addition, if an originator becomes a
debtor under the Bankruptcy Code, the transfehefpool of loans and related servicing
could be challenged by a bankruptcy trustee (orottiginator as debtor in possession)
which would cause additional expenses and delaysreght have a negative effect on the
Clients’ portfolio.

Structured Finance Securities We may invest Clients in structured finance séies
such as, for example, equipment trust certificateslateralized debt obligations,
collateralized mortgage obligations, collateralizsahd obligations, collateralized loan
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obligations or similar instruments. Structuredfioe securities may present risks similar
to those of the other types of investments in wianehmay invest Clients and, in fact, such
risks may be of greater significance in the casgtroictured finance securities. Moreover,
investing in structured finance securities may ieataariety of unique risks. Among other
risks, structured finance securities may be suliegtrepayment risk. In addition, the

performance of a structured finance security wdl d&ffected by a variety of factors,

including its priority in the capital structure tfe issuer thereof, the availability of any
credit enhancement, the level and timing of paysiemmd recoveries on and the
characteristics of the underlying receivables, $oawr other assets that are being
securitized, remoteness of those assets from tgmator or transferor, the adequacy of
and ability to realize upon any related collatenadl the capability of the servicer of the
securitized assets. Moreover, a rapid changeemndte of defaults may have a material
adverse effect on the yield to maturity. It isréfere possible that Clients may incur

losses on its investments in structured producgsircdess of their ratings by S&P or

Moody's. Additionally, the securities in which weay be authorized to invest include

securities that are subject to legal or contraatestrictions on their resale or for which

there is a relatively inactive trading market. 8é®s subject to resale restrictions may
sell at a price lower than similar securities g not subject to such restrictions.

Risks Related to RMBS. We may invest our Clients’ assets in residentiartgage-
backed securities RMBS”). Holders of RMBS bear various risks, includiegedit,
market, interest rate, structural and legal risiBMBS represent interests in pools of
residential mortgage loans secured by one to familyf residential mortgage loans. Such
loans may be prepaid at any time. Residential gage loans are obligations of the
borrowers thereunder only and are not typicallyiad or guaranteed by any other person
or entity, although such loans may be securitizgdgbvernment agencies and such
securities issued may be guaranteed. The rateefaukts and losses on residential
mortgage loans will be affected by a number ofdext including general economic
conditions and those in the geographic area whegere¢lated mortgaged property is
located, the terms of the loan, the borrower’s figgjuin the mortgaged property and the
financial circumstances of the borrower. If a destial mortgage loan is in default,
foreclosure of such residential mortgage loan m&a kengthy and difficult process, and
may involve significant expenses. Furthermore, therket for defaulted residential
mortgage loans or foreclosed properties may be lieited.

Risks Relatedto CMBS. We may invest our Clients in collateralized ngaded-backed
securities (CMBS”). Collateral underlying CMBS generally consistsmortgage loans
secured by income producing property, such as magimalls, other retail space, office
buildings, industrial or warehouse properties, Isoteental apartments, nursing homes,
senior living centers and self-storage properti& will invest Clients directly in CMBS
as well as derivatives referencing CMBS as well odiker structured securities.
Performance of a commercial mortgage loan depemuisaply on the net income
generated by the underlying mortgaged property.e iitarket value of a commercial
property similarly depends on its income-generatadglity. As a result, income
generation will affect both the likelihood of delflaand the severity of losses with respect
to a commercial mortgage loan. Any decrease ionmcor value of the commercial real
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estate underlying an issue of CMBS could resultash flow delays and losses on the
related issue of CMBS. The owner of CMBS doeshate a contractual relationship
with the borrowers of the underlying commercial tgage loans.

ABS. We may invest our Clients in asset-backed seesiABS”). ABS are subject to
interest rate risk and, to a lesser degree, prepatynsk. ABS are subject to additional
risks in that, unlike mortgage-backed securitie®&SAmay not have the benefit of a
security interest in the related collateral (eagedit cards, student loans). Each type of
ABS also entails unique risks depending on the typassets involved and the legal
structure used. For example, credit card recesgable generally unsecured and the
debtors are entitled to the protection of a nunifestate and federal consumer credit
laws, many of which give debtors the right to sitcertain amounts owed on the credit
cards, thereby reducing the balance due. ABS dljpiexperience credit risk. For
example, there is an increasing supply of subotethaecurities rated lower than AA
(down to B or first loss) and senior securitied thay be rated lower than AAA, as well.
There is also the possibility that recoveries gpossessed collateral may not, in some
cases, be available to support payments on thesgitgss because of the inability to
perfect a security interest in such collateral.

Counterparty and SettlementRisk. Our Clients take a risk with regard to defablys
the parties with whom we trade and may also bearighk of settlement default. These
risks may differ materially from those entailed emchange-traded transactions which
generally are backed by clearing organization guass, daily marking-to-market and
settlement, and segregation and minimum capitaluiregpents applicable to
intermediaries. Transactions entered directly betwtwo counterparties generally do not
benefit from such protections and expose the atbi¢he risk of counterparty default. It
may not always be possible for the securities ahdraassets deposited with custodians or
brokers to be clearly identified as being assetSliehts and Clients may be exposed to a
credit risk in those situations. In addition, #henay be practical or time problems
associated with enforcing Clients’ rights to thessets in the case of an insolvency of any
such party. In valuing derivative instrumentss ianticipated that we will typically rely on
guotes or other information provided by counteripart

Custody and Prime Brokerage Risk. There are risks involved in dealing with the
custodians or prime brokers who settle our Cliettades. We maintain a custody
account with our prime broker and primary custodidie ‘Prime Broker”). Although

we monitor the Prime Broker and believe that iasappropriate custodian, there is no
guarantee that the Prime Broker, or any other diemtothat we may use from time to

time, will not become bankrupt or insolvent. WHieth the Bankruptcy Code and the
Securities Investor Protection Act of 1970 seekratect customer property in the event
of a bankruptcy, insolvency, failure, or liquidatiof a broker-dealer, there is no certainty
that, in the event of a failure of a broker-dedlet has custody of Client assets, Clients
would not incur losses.

We and/or the Prime Broker may appoint sub-custedia certain non-U.S. jurisdictions
to hold Client assets. The Prime Broker may notdsponsible for cash or assets which
are held by sub-custodians in certain non-U.Ssquetions, nor for any losses suffered by
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Clients as a result of the bankruptcy or insolvesicgny such sub-custodian. Clients may
therefore have a potential exposure on the detdudiny sub-custodian and, as a result,
many of the protections that would normally be juted to a fund by a custodian may not
be available to Clients. Under certain circumstéanancluding certain transactions where
Client assets are pledged as collateral for lewefiamn a non-broker-dealer custodian or a
non-broker-dealer affiliate of the prime broker,wanere Client assets are held at a non-
U.S. custodian, the securities and other assetssded with the custodian or broker may
not be clearly identified as being assets of Gliemtd hence Clients could be exposed to a
credit risk with regard to such parties. Custoelyses in certain non-U.S. jurisdictions
remain undeveloped and, accordingly, there isrss#&retion and custody risk of dealing in
certain non-U.S. jurisdictions. Given the undepeld state of regulations on custodial
activities and bankruptcy, insolvency, or mismamaget in certain non-U.S. jurisdictions,
the ability of Clients to recover assets held bgul-custodian in the event of the sub-
custodian’s bankruptcy or insolvency could be inulatp as Clients may be subject to
significantly less favorable laws than many of pinetections that would be available under
U.S. laws. In addition, there may be practicalime problems associated with enforcing
the Clients’ rights to its assets in the case lodiakruptcy or insolvency of any such party.

Short Sales We may engage Client accounts in short salesacions. Short sale
transactions expose Clients to the risk of losamamount greater than the initial
investment and such losses can increase rapidlyvahdut effective limit. There is the
risk that the securities borrowed by Clients inreetion with a short sale would need to
be returned to the securities lender on short eotit the request for return of securities
occurs at a time when other short sellers of tloeirgg are receiving similar requests a
“short squeeze” can occur, wherein Clients might d@mpelled, at the most
disadvantageous time, to replace borrowed seaugtieviously sold short with purchases
on the open market, possibly at prices signifigamtlexcess of the proceeds received
earlier.

Market Risks. The profitability of a significant portion of ouClients’ investment
program depends to a great extent upon correcsigsamg the future course of price
movements of specific securities and other investsae There can be no assurance that
we will be able to predict accurately these pricevements and, given volatility, Clients
may incur substantial risk.

Government Regulation of Investments We may invest Clients in instruments listed on
both U.S. and non-U.S. securities and futures exgds as well as in “over-the-counter”

instruments issued by broker-dealers and othendinbcounterparties. Instruments listed

on exchanges are generally subject to restrict@ombs regulation by government and/or

self-regulatory organizations in the country in evhsuch instruments are traded. Over-
the-counter transactions with broker-dealers amerotinancial counterparties generally

are entered into with counterparties regulated dyegiment regulatory bodies and/or

self-regulatory organizations in the countries mal such counterparties operate, but the
specific instruments acquired pursuant to overethgater transactions may not be

registered or subject to specific regulation.

22



The regulatory environment for hedge funds is amglvand changes in the regulation of
hedge funds may adversely affect the value of imests held by Clients and our ability

to pursue our trading strategies. In additionuges and futures markets are subject to
comprehensive statutes, regulations and marginiregents. Regulators and self-
regulatory organizations and exchanges are audtt@ take extraordinary actions in the
event of market emergencies. The regulation oivagve transactions and funds that

engage in such transactions is an evolving ardawfand is subject to modification by

government and judicial actions. The effect of artyre regulatory change on us or our
Clients could be substantial and adverse.

Economic and Regulatory Climate. Changing markets and economic conditions and
other factors, such as changes in federal or taatiaws, federal or state securities laws
or accounting standards, may make certain mortgelgeed transactions less desirable or
may make the investment activities engaged in byess profitable or unprofitable. In
particular, the volatility of the subprime mortgagarket resulted in increased regulatory
or legal oversight of the origination, trading, @sting and servicing of subprime mortgage
loans. It is impossible to predict how any incezheversight may impact the performance
of Clients’ portfolios.

Temporary Defensive Investments In times of unusual or adverse conditions, for
temporary defensive purposes, we may invest Clieatside the scope of our principal
investment focus. Under such conditions, we magshwithout limit in money market
and other investments and may not invest in acomelavith our investment objective or
investment strategies and, as a result, may na\acbur investment objectives.

Legal, Tax and Regulatory Risks. Legal, tax and regulatory changes could occuchwh

may adversely affect us or our Clients. For examible regulatory and tax environment
for derivative instruments is evolving, and changesthe regulation or taxation of

derivative instruments may adversely affect thai@abdf derivative instruments held by
Clients and our ability to pursue our investmematstgies. Similarly, the regulatory
environment is generally evolving, and changes ha tlirect or indirect regulation

governing our Clients or us may adversely affeat ability to pursue our investment

strategies.

Importance of Market Judgment. The market judgment and discretion of the Adgse
personnel are fundamental to the implementatiothefprivate equity, real estate and
structured credit aspects of our Clients’ strategiie Adviser believes that our corporate
credit, private equity, real estate and structuredlit teams have considerable expertise in
these sectors, but there is no means of prediatiregher they will successfully deploy our
Clients’ capital, especially during changing ecomoonditions.

llliquidity of Investment with the Adviser. Because of the limitation on withdrawal and
transfer rights and the fact that interests in Buod Accounts are not tradable, Clients’
investments issued by a Fund are relatively iliqaind involve a high degree of risk. We
will not register any security pursuant to the US8curities Act of 1933, as amended (the
“Securities Act), or any state securities laws, and we have am pind are under no
obligation to register the securities under theuiBes Act. Investing with us should be
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considered only by persons financially able to mamntheir investment and who can
afford the loss of all or a substantial part offsunwvestment.

Lack of Liquidity of Assets Client assets may include securities and otinandial
instruments or obligations which are thinly-trad®dfor which no market exists and/or
which are restricted as to their transferabilitgemnapplicable securities laws. Therefore,
there can be no assurance that a secondary marlatyf such security will develop, or if
a secondary market does develop, that it will gtevsuch securities with liquidity of
investment. Consequently, Clients (i) may havéndtd such securities for an indefinite
period of time or until the stated maturity of thecurity, or (i) may be able to sell any
such investments, but only at substantial discouard it may be extremely difficult to
accurately value any such investments, and in sash, can take a reserve against such
asset which would impact net asset value. Althowghwill attempt to buy and sell
“liquid” assets in the credit market, this markenhdecome increasingly more “illiquid”
and, at times, “frozen”. While our objective is @awoid such occurrences, there is the
possibility that “liquid” investments will becomdlitjuid” and result in losses.

Investment Flexibility . The IMAs and operative documents of the Fund® lyaven us
broad and flexible investment authority as a gdneatter. In particular, we are not
required to invest any particular percentage of Glients’ portfolio in any type of
investment, sector or region, and the amount of@ients’ portfolio which is invested in
any type of investment, which is long or shortwnch is weighted in different countries
or different sectors can change at any time baseth® availability of attractive market
opportunities. Accordingly, at any time, we mayéaignificant investments in strategies,
sectors or instruments not specifically describerkin and which therefore present risks
which are not specifically described herein.

Unrelated BusinessTaxable Income for Certain Tax-Exempt Investors. Pension and
profit-sharing plans, Keogh plans, individual retrent accounts and other tax-exempt
investors may realize “unrelated business taxaloleme” as a result of an investment with
us since it is anticipated that Clients may engag®margin borrowing. Any tax-exempt
investor should consult its own tax adviser witkpect to the effect of an investment with
us on its own tax situation.

Loan Participations and Assignments We may invest our Clients in loans acquired
through assignment or participations. In purcteapiarticipations, there will usually be a

contractual relationship only with the selling ingion, and not the borrower. There

generally will not be any right to directly enforcempliance by the borrower with the

terms of the loan agreement, nor any rights obfiedgainst the borrower, nor will it have

the right to object to certain changes to the lagreement agreed to by the selling
institution. Our Clients may not directly bendfiom the collateral supporting the related
secured loan and may not be subject to any righsetoff the borrower has against the
selling institution.

In addition, in the event of the insolvency of gedling institution, under the laws of the
United States and the states thereof, our Clietg Ipe treated as general creditors of
such selling institution, and may not have anyw@siee or senior claim with respect to the
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selling institution’s interest in, or the collatenaith respect to, the secured loan.
Consequently, Clients may be subject to the cregktof the selling institution as well as
of the borrower. Certain loans or loan participasi may be governed by the laws of a
jurisdiction other than a United States jurisdictiovhich may present additional risks as
regards the characterization under such laws dh gacticipation in the event of the
insolvency of the selling institution or the borremv

Interest Rate Risk. Clients are subject to interest rate risk. Galye the value of fixed
income securities will change inversely with changeinterest rates. As interest rates
rise, the market value of fixed income securitesgds to decrease. Conversely, as interest
rates fall, the market value of fixed income sd@sitends to increase. This risk will be
greater for long-term securities than for shortrtesecurities. We may attempt to
minimize the exposure of the portfolios to intenege changes through the use of interest
rate swaps, interest rate futures and/or intemst options. However, there can be no
expectation nor guarantee that we will be succegsféully mitigating the impact of
interest rate changes on the portfolios.

General Risks of Lending and Loan Origination. We may invest Clients in loans,
which may be detrimentally affected to the exteioarower defaults on its obligations,
there is insufficient collateral and/or there axéeasive legal and other costs incurred in
collecting on a defaulted loan. We will attemptnbamimize this risk by maintaining low
loan-to-liquidation values with each loan and théateral underlying the loan. However,
there can be no assurance that the value assignesitb collateral underlying a loan can
be realized upon liquidation, nor can there be assurance that collateral will retain its
value. In addition, certain loans will be suppdrtén whole or in part, by personal
guarantees made by the borrower or a relative,uarantees made by a corporation
affiliated with the borrower. The amount realizblith respect to a loan may be
detrimentally affected if a guarantor fails to méstobligations under the guarantee.
Moreover, loans may also be supported by collgtdralvalue of which may fluctuate. In
addition, active lending/origination by Clients maybject them to additional regulation, as
well as possible adverse tax consequences to €l@mntunderlying investors. Finally,
there may be a monetary, as well as a time costved in collecting on defaulted loans
and, if applicable, taking possession of varioggesyof collateral.

Options. We may invest Clients in put and call optio&irchasing put and call options,
as well as writing such options, are highly spémal activities and entail greater than
ordinary investment risks. Because option premipaid or received by an investor will
be small in relation to the market value of theestments underlying the options, buying
and selling put and call options can result indaagnounts of leverage. As a result, the
leverage offered by trading in options could caarisenvestor’'s asset value to be subject
to more frequent and wider fluctuations than wolddthe case if the investor did not
invest in options.

Upon the exercise of a put option written by arester on securities, the investor may
suffer a loss equal to the difference between tize @t which the investor is required to
purchase the underlying securities and their maviedie at the time of the option

exercise, less the premium received from writing ¢iption. Upon the exercise of a call
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option on securities written by the investor, theestor may suffer a loss equal to the
excess of the market value of the securities atithe of the option’s exercise over the
investor’s acquisition cost of the securities, ldss premium received from writing the
option.

No assurance can be given that we will be ableffexteclosing transactions at a time
when we wish to do so. If we cannot enter intdogiog transaction, we may be required
to hold securities that we might otherwise havel,siol which case there would continue
to be market risk on the securities and there cbalthigher transaction costs, including
brokerage commissions, upon the sale of the sesurit

Trading in Commaodity and Futures Contracts. We may invest Clients in commodity
and futures contracts. Trading in commodity artdries contracts and options thereon
are highly specialized activities which while theqy increase the total return of Clients’
investments, may entail greater than ordinary imaest risks.

Commodity futures markets are highly volatile arré anfluenced by factors such as
changing supply and demand relationships, govertahprograms and policies, national
and international political and economic events emahges in interest rates. In addition,
because of the low margin deposits normally reqgumecommodity futures trading, a high
degree of leverage may be typical of a commodityres trading account. As a result, a
relatively small price movement in a commodity figtsi contract may result in substantial
losses to the trader. Commodity futures trading atso be illiquid. Certain commodity
exchanges do not permit trading in particular fesucontracts at prices that represent a
fluctuation in price during a single day’'s tradibgyond certain set limits. If prices
fluctuate during a single day’s trading beyond &hémits, we could be prevented from
promptly liquidating unfavorable positions and tlgssubject to substantial losses.

Commodity options, like commodity futures contracise speculative, and their use
involves risk.  Specific market movements of themowmdity or futures contract
underlying an option cannot be predicted and narasse can be given that a liquid offset
market will exist for any particular futures optiahany particular time.

Derivatives. To the extent that we may invest Clients in ssyajerivative or synthetic
instruments, repurchase agreements or other oegecetinter transactions or, in certain
circumstances, non-U.S. securities, Clients mag &lcredit risk with regard to parties
with whom we trade and may also bear the risk tifeseent default. These risks may
differ materially from those entailed in exchangaded transactions that generally are
backed by clearing organization guarantees, daalgkimg-to-market and settlement, and
segregation and minimum capital requirements agpkcto intermediaries. Transactions
entered directly between two counterparties gelgatalnot benefit from such protections
and expose the parties to the risk of counterpetgult. It is expected that all securities
and other assets deposited with custodians or Bok# be clearly identified as being
assets (directly or indirectly) of Clients, and ¢erClients should not be exposed to a
credit risk with regard to such parties. Howevtemay not always be possible to achieve
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this segregation, and there may be practical oe pimoblems associated with enforcing
rights to its assets in the case of an insolvefi@ny such party.

Convertible Securities We may invest Clients in convertible securitiescurities that
may be exchanged or converted into a predeternrmoetber of the issuer’s underlying
shares or the shares of another company or thaihdeged to an unmanaged market
index at the option of the holder during a spedifine period. Convertible securities
may take the form of convertible preferred stoakwertible bonds or debentures, stock
purchase warrants, zero-coupon bonds or liquidtyigdtion notes, stock index notes,
mandatories, or a combination of the features e$éhsecurities. Prior to conversion,
convertible securities have the same general claistcs as non-convertible debt
securities. As with all debt securities, the mankadue of convertible securities tends to
decline as interest rates increase, and, converselease as interest rates decline.
Convertible securities, however, also appreciaterwthe underlying common stock
appreciates, and conversely, depreciate when ttherlyimg common stock depreciates.

CDOs and CLOs. Our Clients’ investments in collateralized debtigations (CDOS")
and collateralized loan obligationsQt.Os”) will be frequently subordinate in right of
payment to other securities sold by the applic&iO or CLO and will not be readily
marketable. Depending upon the default rate onctilateral of the CDO or CLO,
Clients may incur substantial losses on their itmests. In addition, when Clients sell
securities or assets held by them to a CDO or GLients may not receive any residual
interest in such CDO or CLO so that any profits tGéents might have recognized on
such securities or assets will no longer inureneolienefit of our Clients.

Risks Related to Real Estate Investments

General Real Estate Risks. We may invest certain of our Clients in reabéstor
real estate-related loans or securities. Realgtgpnvestments are subject to
varying degrees of risk. The yields available frequity investments in real estate
depend on the amount of income earned and cappateiation generated by our
Clients’ properties as well as the expenses indurreonnection therewith. If any
of the Clients’ properties do not generate incomtficeent to meet operating
expenses, including debt service and capital experd, our Clients’ interest
could be adversely affected. Income from, andvilee of, our Clients’ properties
may be adversely affected by the general econolimate, local conditions such
as oversupply, or a reduction in demand for sucipgnties in the areas in which
they are located, the attractiveness of our Cligntsperties to potential tenants,
competition from other properties, our Clients’ ligbito provide adequate
maintenance and insurance and increases in oge@sts (including insurance
premiums, utilities and real estate taxes). Initag revenues from properties
and real estate values are affected by such faasthe cost of compliance with
regulations and the potential for liability undgrpécable laws, including changes
in tax laws, and are also affected by interest tels and the availability of
financing. Our Clients’ income would be adversaffected if, for example, a
significant number of tenants were unable to pay o if significant portions of
our Clients’ properties were vacant and could retrdnted on favorable terms.
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Our Clients will also be subject to risks inheremtactivities related to land
aggregation, including the potential difficulty $ecure real estate loans for such
activities or that such loans may require the pgstif collateral or that hold outs
may impede land aggregation efforts. Certain Bogmt expenditures associated
with an investment in real estate (such as mortgageents, real estate taxes and
maintenance costs) generally do not decline whenmistances cause a reduction
in income from the property.

Debt Financing Risks. We may engage in borrowings secured by our Glien
properties or assets, unsecured, or assumed bglemts or their properties or
assets. All or a portion of a Client’'s borrowinggy be obtained from one or
more of our affiliates. Our Clients will be suljj¢éc risks normally associated with
debt financing, including the risk that its casbwil after debt service will be
insufficient to accumulate sufficient cash for dimftions, the risk that existing
indebtedness on our Clients’ properties (whichnikkaly to be fully amortized at
maturity) will not be able to be refinanced or tta terms of available refinancing
will not be as favorable as the terms of existingebtedness. If principal
payments due at maturity cannot be refinancedndetd or paid with proceeds of
other capital transactions, such as new debt atyecppital, it is possible that our
Clients’ cash flow may not be sufficient in all yedo repay all such maturing debt.
Furthermore, if prevailing interest rates or otfaamtors at the time of refinancing
(such as the reluctance of lenders to make comaheeal estate loans) result in
higher interest rates upon refinancing, the inteegpense relating to such
refinanced indebtedness would increase, which wadlersely affect the financial
condition, results of operations and cash flow of €lients. If a property is
mortgaged to secure payment of indebtedness an@l@unts are unable to meet
mortgage payments, the property could be foreclogpdn or otherwise
transferred to the mortgagee, with a consequestdbsicome and asset value to
our Clients, which could have an adverse effecthenfinancial condition, results
of operations and cash flow of our Clients.

llliquidity of Investments Because real estate investments are relathirglyd,

a Client’s ability to promptly sell one or more pssties in response to changing
economic, financial and investment conditionsnstéd. The real estate market is
affected by many factors, such as general econapnditions, availability of
financing, interest rates and other factors, inolgcdupply and demand, that are
beyond our control. Additionally, real estate stveents by their nature are often
difficult or time-consuming to liquidate. We cannaredict whether we will be
able to sell any property on behalf of our Clieioisthe price or on the terms set
by our Clients or whether any price or other temffered by a prospective
purchaser would be acceptable to our Clients. & @nnot predict the length
of time needed to find a wiling and suitable pasér. With respect to
investments made in the form of securities, buyaraminority interests may be
difficult to secure, while transfers of large blogsitions may be subject to legal,
contractual or market restrictions.
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Our Clients may be required to expend money toewbrdefects or to make
improvements before a property can be sold. Waenatabe certain that our
Clients will have cash available to correct thossedis or to make those
improvements. In acquiring a property, we may adeetransfer restrictions that
materially restrict our Clients from selling thatoperty for a period of time or
impose other restrictions, such as limitation oa #mount of debt that can be
placed or repaid on that property.

Directly Held Mortgages. In the event of any default under a mortgage loeld
directly by us, we will bear a risk of loss of mipal to the extent of any deficiency
between the value of the collateral and the pralcgmd accrued interest of the
mortgage loan, which could have a material and @@veffect on our cash flow
from operations. If we foreclose on the collatenasd expect to obtain the services
of a real estate broker and pay the broker’s cosiomsn connection with the sale
of the property. In addition, significant expendds, including property taxes,
maintenance costs, insurance costs and relatedehamust be made on any
property we own regardless of whether the propenpyoducing any income.

Environmental Regulation. As is the case with any holder of real estate
investments, our Clients could face substanti& of loss from environmental
claims based on environmental problems associaitbdive Clients’ investments.

Real Estate Investment Program Risks To the extent we invest our Clients in
real estate or real estate-related securities amslodeterioration of real estate
fundamentals in any geography will negatively impawar Clients’ performance.
Such changes in fundamentals could involve fluauatas a result of general and
local economic conditions, changes in supply of anand for competing
properties in an area (as a result of, for instaagerbuilding), fluctuations in the
average occupancy and room rates for hotel pr@serte financial resources of
tenants, increases in property taxes and operatkgenses, changes in
environmental and zoning laws, casualty or condéomaosses, regulatory
limitations on rents, changes in neighborhood \&lwhanges in the appeal of
properties to tenants, energy and supply shortagagpus uninsured or
uninsurable risks, natural disasters, increaset@rest rates and the availability of
mortgage funds which may render the sale or refingnof properties difficult or
impracticable, negative developments in the econtraly depress travel activity,
environmental liabilities, contingent liabilitiesnodisposition of assets, terrorist
attacks, war and other factors that are beyondcoimérol of the Adviser. The
value of securities of companies which servicerd@ estate business sector may
also be affected by such risks.

REITs. Because we may invest a portion of our Clieassets in REITS, our
Clients may also be subject to certain risks aasediwith direct investments in
REITs. REITs may be affected by changes in theevalf their underlying
properties and by defaults by borrowers or tenantirthermore, REITs are
dependent upon specialized management skills, llmated diversification and are,
therefore, subject to risks inherent in financindginsited number of projects.
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REITs depend generally on their ability to generateh flow to make distributions
to shareholders, and certain REITs have self-lgpioth provisions by which
mortgages held may be paid in full and distribwgioh capital returns may be made
at any time. In addition, the performance of a RElay be affected by changes in
the tax laws or by its failure to qualify for tase€é pass-through of income.

C. Recommendation of a Particular Type of Security

We do not recommend any particular type of securlilgere are no material limitations to
the types of securities in which we may invest Glients (subject to restrictions or limitations to
the contrary in the relevant IMA, offering documeat organizational documents of a particular
Client). For a complete discussion of securitiesvhich we may invest our Clients, please see
Item 4(B), “Advisory Business, Description of Adery Services,” above.
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ITEM 9
DISCIPLINARY INFORMATION

To the best of our knowledge, there are no legdismiplinary events that are material to
our Clients’ evaluation of our advisory businesshar integrity of our management.
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ITEM 10
OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATION S

A. Broker-Dealer Registration

The Adviser and its management personnel are gateeed as broker-dealers and do not
have any application pending to register with thECSas a broker-dealer or registered
representative of a broker-dealer.

B. Futures CommissionMerchant, Commodity Pool Operator, or Commodity Trading
Advisor Registration

In addition to being a registered investment adyige are registered as a Commodity
Pool Operator €PO”) and a Commodity Trading Advisor CTA"”) with the Commodity
Futures Trading CommissionGFTC”) and are a member of the National Futures Assiocia
(“NFA”). Specifically, Marathon Asset Management, LiPeigistered as a CPO and a CTA and a
member of the NFA. Marathon Special Opportunitndr @GP, LLC, an affiliate of the Adviser
and the general partner of Marathon Special Oppais Fund, LP, is registered as a CPO and a
member of the NFA.

Our management persons, Bruce Richards and Andebbin®witz are registered with the
NFA as principals, but not associated persons, arfalthon Asset Management, LP and Marathon
Special Opportunity Fund GP, LLC. Louis Hanoverpther management person, is registered
with the NFA as a principal and associated persoMarathon Asset Management, LP and
Marathon Special Opportunity Fund GP, LLC. Scosdeale and Christine Chartouni are also
registered as principals of Marathon Asset ManagémieP. In addition, Marathon Asset
Management GP, LLC is registered with the NFA asircipal of Marathon Asset Management,
LP.

Our activities as a CPO or a CTA enable us to osentodities as part of our investment
strategies and do not conflict with our investmaatisory business.

The Adviser and its management personnel are rgisteeed as futures commission
merchants (FCM”) and do not have any application pending to tegisvith the CFTC or the
NFA as a FCM or associated person of a FCM.

C. Material Relationships and Conflicts of Interests vith Industry Participants

Our relationships and arrangements with our Cliants our affiliates are material to our
advisory business. The Adviser and its respectigenbers, officers and employees manage and
advise multiple Funds and Accounts, including, ot limited to, the private funds listed in our
Section 7.B, Schedule D, of our Form ADV Part 1.

Various entities that are affiliated with the Addisserve as general partners to certain of

these Funds. In addition, the Adviser currentlisaand expects to act in the future, as the
investment manager to other investment vehiclesaandunts, including Funds and Accounts that
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may invest in Funds with which the Adviser is &fitd. There is no limit on the number of
vehicles or accounts that may be managed or aduiséte Adviser.

In certain instances, Marathon Asset Managementmialy engage relying advisers or
other entities to provide services to Clients. Mstance, Marathon Asset Management, LP has
entered into sub-management agreements with MCAdbabIFinance (UK) LLP Global
Financ€’) and Marathon Asset Management Singapore PTHL. 8ingapore), each wholly
owned subsidiaries of Marathon Asset Managementahdp relying advisers, whereby Global
Finance and Singapore assist in the managemeettairc Client assets on a discretionary basis.
Marathon Asset Management, LP does not receiveadditional compensation from its use of
Global Finance and Singapore and we believe sueldass not create any material conflicts of
interest.

Moreover, in the future, affiliates may receivesiae respect of their services to Clients.
Although any fees incurred and paid to affiliate likely not exceed fees already paid by Clients
on an annual basis at the time of such engagemedtare expected to be competitive with the
market, on a relative basis, on a going-forwardsbadkere is an incentive for the Adviser to
employ such affiliates rather than third-parties.

Finally, as the Adviser manages multiple Clientsmay have conflicts of interest in
allocating time and resources to such other Clietsaddition, the Adviser and its personnel
may have investments in their own names and iraicedf the entities managed by the Adviser.
As a result of the foregoing, the Adviser and ieggonnel may have conflicts of interest in
allocating their time and activity between Clients,allocating investments among Clients and
other entities, and in effecting transactions betw€lients and other entities, including ones in
which the Adviser or its personnel may have a grefmancial interest.

To address these potential conflicts of interestgsi material relationships, the Adviser
has adopted policies and procedures, includingde@d Ethics and the Allocation Procedures.
Under the Code of Ethics, in general, all persomfiehe Adviser, including directors, officers,
and employees of the Adviser, must put the interesthe Adviser’s Clients first and must act
honestly and fairly in all respects in dealingshw@lients. For a more detailed discussion of the
Adviser’'s Code of Ethics and conflicts of interestiicies, please see Item 11, “Code of Ethics,
Participation or Interest in Client Transactiond &ersonal Trading,” below.

Under our Allocation Procedures, it is our polickat, in allocating investment
opportunities, all Clients should be treated faayl that, to the extent possible, all Clients &hou
receive equivalent treatment over time. To thatl, ewe have established an Allocation
Committee, which establishes and/or periodicallyienes the allocation strategy and criteria,
concentration limits and portfolio construction dglines for investment advisory Clients
managed by us. Notwithstanding the foregoing, entasn situations, certain Clients can be
expected to receive priority or unweighted allomasi See Item 6.

With respect to any Registered Fund, Section 17thef 1940 Act prohibits many
transactions between a Registered Fund and cafféiated persons of that Registered Fund (or
an affiliated person of such an affiliated persen“Gecond Tier Affiliate”)) and certain
investments in affiliated persons or Second Tiefili#kes. The Adviser may only execute
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securities transactions for a Registered Fund aoralance with relevant regulations, including
Section 17 of the 1940 Act. The Adviser has suppleed its policies and procedures to provide
additional guidance regarding application of sualicges and procedures to a Registered Fund.

D. Material Conflicts of Interest Relating to Other Investment Advisers

Except as disclosed in Item 10, “Other Financidulstry Activities and Affiliations,” we
do not recommend or select other investment advfeerour Clients.

E. Co-Investment Opportunities

The Adviser may, from time to time, in accordanathwts Allocation Procedures, offer
certain investors or Clients the right or opportyirio co-invest with other Clients in certain
portfolio investments. The Adviser is generallyt nobligated to arrange co-investment
opportunities for all investors in a Client or @llents, and investors and Clients generally vall n
be entitled or have any right to participate intsan opportunity solely by reason of being a
Client or an investor in a Client. The Adviser'scgion to offer (or not offer) co-investment
opportunities to any investor generally will be read its sole discretion, and the Adviser may
allocate co-investment opportunities instead testors in other Clients or to third parties in
accordance with its Allocation Procedures. Theigelvmay receive fees and/or allocations from
co-investors, which may differ as among co-investamd also may differ from the fees and/or
allocations borne by the Clients.

The Adviser generally may offer such opportunitiesnstances in which the amount
available for investment exceeds the amount theis&dwbelieves should be invested by the
Clients. The Adviser may also offer co-investmepportunities to other persons or entities
(including the Clients’ portfolio companies) based a number of factors as set forth in the
Allocation Procedures.
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ITEM 11
CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS
AND PERSONAL TRADING

A. Code of Ethics

High ethical standards are essential for the sgcoéshe Adviser and to maintain the
confidence of our Clients and investors in the Bun@he Adviser’'s long-term business interests
are best served by adherence to the principlethigainterests of Clients come first. We have a
fiduciary duty to Clients to act solely for the leéihof our Clients. All personnel of the Adviser,
including directors, officers and employees of Aalviser, must put the interests of the Adviser’s
Clients before their own personal interests andtrags honestly and fairly in all respects in
dealings with Clients. All personnel of the Advisgaust also comply with all federal securities
laws.

In recognition of the Adviser’s fiduciary duty t&siClients and the Adviser’'s desire to
maintain its high ethical standards, the Adviseomdd a Code of Ethics, pursuant to
Rule 204A-1, promulgated under the Investment AgtgiAct, containing provisions designed to
prevent improper personal trading, identify cotdliof interest, and provide a means to resolve
any actual or potential conflicts in favor of thelAser’s Clients. Clients or prospective clients
may obtain a copy of the Adviser's Code of Ethigscbntacting our Chief Compliance Officer,
Christine Chartouni, at (212) 500-3179 or cchari@marathonfund.com The Adviser’'s Code
of Ethics also satisfies Rule 17j-1 of the 1940 with respect to a Registered Fund.

B. Recommending, Buying, or Selling Securities in whitWe or a Related Person Have
a Material Financial Interest, Invest, or Buy or Sell at the SameTime; Conflict of
Interests

Conflicts of interest may occur when we, or ouratedl persons, invest in the same
securities, trade in the same securities at or tatle same time, or have a material financial
interest in the same securities that we recommeralt Clients. For example, the Adviser and
its related persons may invest their personal fumdlse Funds, and, therefore, such persons may
hold an indirect interest in the same securitiesthsr investors in the Funds. In addition, certai
employees of the Adviser may own securities in rthg@rsonal accounts that are also
recommended by the Adviser to its Clients. If Adwiser, on behalf of its Clients, invests in the
securities of its affiliates or related persongthrerwise engages in cross transactions, the Advise
could also have a conflict of interest. Furtherelated entity of the Adviser is the general partn
of certain of the Funds. The Adviser has estadigtrocedures, including a Code of Ethics and a
personal trading policy, intended to limit confiaif interest in cases where the Adviser, a related
person or any employee, buys, sells or otherwiseahanterest in, securities recommended by the
Adviser to its Clients. For a full description @fir Code of Ethics and Personal Trading Policy,
please see Item 11, “Code of Ethics, Participatioimterest in Client Transactions and Personal
Trading,” above.

On occasion, the Adviser may deem it to be in thst Interests of its Clients for one
Client to invest in another Client (such as a Fan& CLO), for two or more Clients to transact
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with one another, or to otherwise reallocate séesrtransactions between Clients. Such cross
trades may occur in situations when a securityth@ Adviser's view, has become more
appropriate for a different Client account in ligbt current market conditions, taking into
consideration among other factors without limitatioeach Client’'s liquidity, portfolio
concentrations, leverage and risk profile and gaied market opportunities. Cross trades may
also be executed in situations where the Adviserdeiermined it is appropriate to rebalance
Client accounts, when a Client account is disposingecurities in connection with redemptions
or liquidations or in anticipation of financing figactions that will benefit multiple Client
accounts. Similarly, on rare occasion, the Advieay enter into “principal transactions” in which
the Adviser or an affiliate act as principal f& @dwn account with respect to the sale of a sgcurit
to or purchase of a security from another Cliehhe Adviser maintains policies and procedures,
including the review and oversight of such transast intended to limit the potential conflicts of
interest inherent in one Client investing in anotl@ient, cross transactions or principal
transactions. The Adviser’s policies and procesliseek to ensure that all cross trades and
principal transactions must be, in the reasonadderchination of the Adviser, in the best interests
of each Client participating therein. Such tratisas will comply with all fiduciary requirements
and any legal or other requirements establishethbyAdviser for the benefit of each of the
Clients which participate in such transaction anlitl ve executed at market price or fair value,
measured in accordance with the Adviser’s valugpiolities and procedures. In accordance with
such policies and procedures, the Adviser will galherely on a BWIC (*bid wanted in
competition”) process to mark readily tradeabledincome securities. In the context of a cross
trade, such a price discovery process (as oppased toffer wanted in competition” process)
may favor the selling client over the purchasingei@l Similarly, for highly iliquid assets.€.,
Level Il assets), the Adviser will typically gera¢e a mark by assessing both a valuation report
provided by a third party valuation agent and tlilviger’s internal valuation process. Although
the Adviser believes that its valuation processnalit to arrive at a fair value for such assdis, t
discretionary aspects of the process may resaltpiarticular client being favored in a cross trade.
For example, when a more conservative valuatiomsed in the context of a cross trade, the
purchasing client may be favored over the selliept The Adviser will receive no transaction-
based compensation in connection with cross trgdéser than the management fees and
incentive allocations/fees otherwise payable byGhents’ participating in such transaction).

Cross transactions with a Registered Fund must sm@atified conditions and will be
effected in accordance with the Registered Fundile R7a-7 procedures. Cross transactions
involving a Registered Fund will not be made if ferrties to the transaction are affiliated in a
manner not permitted by Rule 17a-7, as modifiednbyaction letters issued by the SEC.
Generally, a cross transaction by the Adviser gcis principal for its own account is prohibited
where a Registered Fund would be a party to tmesaction.

Personal Trading

We believe restricting our employees’ personalitiaés one way of avoiding conflicts of
interest between our Clients and our employeesr p@tsonal trading policies are part of our
Code of Ethics. For a full description of our CaafeEthics, please see Item 11(A), “Code of
Ethics, Participation or Interest in Client Trartgats and Personal Trading, Code of Ethics,”
above.
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Our Code of Ethics governs personal trading bypmemsonnel. Generally, the Code of
Ethics requires any partner, officer, director, ager, member, supervised person, or employee
of the Adviser, or other person who provides inwestt advice on behalf of the Adviser and is
subject to the supervision and control of the Aelvis) who has access to nonpublic information
regarding any Client's purchase or sale of seestitor nonpublic information regarding any
Client’s portfolio holdings or (ii) who is involveith making securities recommendations to Clients
(or who has access to such recommendations thamaamgublic) to obtain the prior written
approval of our Chief Compliance Officer or her igeee before engaging in a securities
transaction in his or her personal account.

Generally, if the securities transaction involvestricted securities, the transaction will not
be approved for personal trading. Restricted s##&siare companies or issuers whose securities
are subject to the Adviser’s imposed trading agtprohibitions or restrictions. It is the polioy
the Adviser that all personnel shall strictly obsersuch trading activity prohibitions or
restrictions.

In addition, in general, the personnel covered sy Adviser’s personal trading policy
must provide our Chief Compliance Officer or hesigaee with (i) all of their securities holdings
at the commencement of employment with the Advig&rmonthly or quarterly brokerage
statements, and (iii) quarterly reports of any séies transactions not previously reported on a
brokerage statement. Furthermore, the personauats of the personnel covered by the
Adviser’s personal trading policy will be reviewexh a regular basis and compared with
transactions for the Clients and against any wetti securities. Any transactions that are
believed to be a violation of the Advisor’'s perddanading policy will be reported promptly to the
management of the Adviser.
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ITEM 12
BROKERAGE PRACTICES

Pursuant to each Client’'s IMA, or other similaregment, we are generally authorized to
select the broker or dealer to effect transact@mbehalf of our Clients; however, our selection
of the broker or dealer may be tailored to a paldic Client’'s investment guidelines or
restrictions, where appropriate. Accordingly, faid transactions will be allocated to brokers
based on best execution and in consideration df buaker’s provision or payment of the costs
of research and other services.

A. Selection of Broker-Dealers and Reasonableness obf@pensation

We have a duty to obtain “best execution” of theusities transactions being effected for
our Clients. To fulfill this obligation, we gendlyamust execute securities transactions in such a
manner that the Client’s total cost or proceed$hdntransaction is the most favorable under the
circumstances. The SEC has stated that in decidingt constitutes best execution, the
determinative factor is not the lowest possible @isrion cost, but whether the transaction
represents the best qualitative execution. Inisgddest execution, we consider the full range of
the broker's services, including the value of reseaprovided and execution capability,
commission rate, financing rates and financial tapon, responsibility and responsiveness. In
selecting brokers or dealers to execute transagtibe Adviser need not solicit competitive bids
and does not have an obligation to seek the loaxeslable commission cost.

We have established general criteria to determinehwbrokers are qualified to provide
brokerage services to our Clients, and consideongnothers, the following relevant factors:

» available information regarding the financial reggign and stability of the broker;

* the actual executed price of the security and tio&kds’'s commission and finance
rates;

* research (including economic forecasts, investrstnategy advice, fundamental and
technical advice on individual securities, valuatiadvice and market analysis),
custodial and other services provided by such lysoérd/or dealers that are expected
to enhance the Adviser’s general portfolio manageroapabilities;

» the brokers inventory of, and ability to obtainaft to locate” securities;
» the size and type of the transaction;
» the difficulty of execution and the ability to haadlifficult trades;

» the operational facilities of the brokers and/oaldes involved (including back office
efficiency); and

» the ability to handle a block order for securigesl distribution capabilities.
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To ascertain the reasonableness of a broker’s amapien, we periodically spot check
execution prices against electronic pricing serdiata and runs times and sales reports to ensure
that brokers are obtaining market prices. In dalilitat least semi-annually, selected employees
of the Adviser will meet to evaluate systematictilg execution performance of our brokers.

1. Research and Other Soft Dollar Arrangements

While the Adviser generally does not enter intalitranal “soft dollar” arrangements, the
Adviser cannot be certain that it does not “pay-tqp”’the execution of trades; thus, a Fund or
Account may be deemed to be paying for researaiicesrprovided by the broker. Research and
related products or services furnished by brokeik bg limited to services that constitute
research within the meaning of Section 28(e) of 8exrurities Exchange Act of 1934, as
amended. Accordingly, research and related pradurcservices may include, but are not limited
to, written information and analyses concerningcjgesecurities, companies or sectors; market,
financial and economic studies and forecasts, dsasediscussions with research personnel;
financial and industry publications; statisticaldapricing services utilized in the investment
management process. The research and relatedgpsaxiuservices may include both proprietary
research created or developed by the broker-daatkresearch created or developed by a third
party. Research services obtained by the useminissions arising from a Fund’s or Account’s
portfolio transactions may not only benefit suciméfa or Account’s trading, but may be used by
the Adviser in its other investment activities.

When we receive research or other products orcgsrwiom brokers or dealers to whom
we direct trades, we may receive a benefit becaugsdo not have to produce or pay for such
research, products, or services. The receipt sdareh and other “soft-dollar” benefits from
broker-dealers may provide an incentive for uselect or recommend a broker-dealer based on
our interest in receiving the research or othedpots or services, rather than on our Clients’
interest in receiving the most favorable executittsing a broker who provides us with research
or other “soft-dollar” benefits may cause Clieragpy commissions higher than the commissions
charged by broker-dealers who do not so provide.

In the last fiscal year, we acquired the followigges of research and related products or
services from brokers with whom we did businessitten information and analyses concerning
specific securities, companies or sectors; mafketncial and economic studies and forecasts, as
well as discussions with research personnel; fiahmnd industry publications; statistical and
pricing services, along with software, databased ather technical and telecommunication
services utilized in the investment managementgs®.c

2. Brokerage for Client Referrals

In selecting or recommending broker-dealers, wenatoconsider whether we, or any of
our affiliates, receive Client or investor refesrfilom a broker-dealer or other third party.

We may attend events sponsored by certain brokademdein which we may be introduced
to prospective clients or investors; however, sexdnts or introductions are not a material factor
in our selection or recommendation of such brolesalers.
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The Adviser will not compensate any broker-deatergromoting or selling shares of a
Registered Fund.

3. Directed Brokerage

“Directed brokerage” refers to instances in whictlient retains the discretion to choose
brokers and instructs the Adviser to direct poidfatansactions to a particular broker-dealer.
We generally do not permit any directed brokeragangements at this time. If we change our
policy on directed brokerage, we will adopt appragr policies and procedures. Directed
Brokerage restricts the Adviser’s discretion tesebrokers and negotiate commission rates and
may adversely affect the Adviser’s ability to obtdest price and execution. Accordingly, if a
Client were to direct brokerage to a specific brokke Adviser would require (i) the Client to
provide such direction in writing to the Adviserdafm) the Adviser would provide the Client with
appropriate written disclosure, which will be acwtedged by the Client.

B. Aggregating Orders for Various Client Accounts

We may aggregate orders of our Clients for tradecetton and thereafter allocate the
securities on an average price basis to such €lienmMore specifically, each Client that
participates in an aggregated order will parti@pat the average share price for all of the
Adviser’s transactions in that security or othetrinment on a given business day and transaction
costs will be shared pro rata based on each Gigiait'ticipation in the transaction. No Client will
be favored over any other Client as a result ofiaggregation. Brokerage commission rates will
not be reduced because of such aggregation. le smtances, average pricing may result in
higher or lower execution prices then otherwiseamitble by a single Client. The Adviser
believes that its aggregation policy is lawful aashsistent with its duty to seek best execution for
all its Clients. As noted above, the Adviser’sigges and procedures include specific policies and
procedures applicable to any Registered Fund.
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ITEM 13
REVIEW OF ACCOUNTS

A. Periodic Review of Client Accounts

Our Chief Executive Officer, Chief Investment Odii¢c Chief Operating Officer, Chief
Financial Officer, Chief Compliance Officer or ChiRisk Officer reviews on a daily basis the
holdings of all of our Clients. These holdings arenitored in light of trading activity, significan
corporate developments, and other activities winely dictate a change in portfolio positions.

B. Additional Review of Client Accounts

If a decision is made to purchase or sell with eespo such holdings, each Client holding
such security is reviewed in full prior to selliog purchasing the security for such Client. In
addition, Clients are either reviewed periodic&ityn the standpoint of the specific investment
objectives of the Client or as particular situasionay dictate.

C. Contents and Frequency of Account Reports to Clieist

Subject to each Fund’s governing documents, investothe Funds generally receive
monthly or quarterly statements from the administraf the Fund or Funds in which they invest.
In addition, investors may be supplied with a comtasy on each month’'s or quarter’s
performance in monthly letters. Investors are ped with a copy of the annual audit of the
Funds in which they invest conducted by a certifiedblic accountant. Generally, each Fund
issues Quarterly Position Reports to the invesiorsuch Fund. The Adviser may conduct at
least one teleconference annually, during whicliesirevents affecting one or more Funds are
discussed; all applicable investors are invitegbiothe teleconferences.

Reports are provided to the Managed Accounts adfisgeand agreed to on a case by
case basis and set forth in a particular Managembéat’'s IMA or otherwise. CLO investors
generally receive monthly portfolio reports and iieidy payment reports.
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ITEM 14
CLIENT REFERRALS AND OTHER COMPENSATION

A. Economic Benefits for Providing Services to Clients

Except as otherwise disclosed in this brochuredweanot receive any economic benefit
from anyone, other than our Clients, for providingestment advice or advisory services to our
Clients.

B. Compensation to Non-Supervised Persons for ClientdRerrals

We have engaged one or more placement agentsitd seftain types of prospective
investors for investments in certain Funds. We mathe future engage additional placement
agents or solicitors to obtain potential clientg;luding potential underlying investors for the
Funds. Such placement agents or solicitors magive@ cash referral fee, directly or indirectly,
from us or the Funds (as applicable). To addredenpial conflicts of interest, we generally
require such placement agents or solicitors to ideodetails, or we provide details, of any
referral fees relating to a particular potentigrm or potential underlying investor to that ctiemn
investor at the time of any solicitation activitiedn the event we decide to pay for client
solicitations or referrals, our Chief Compliancefi€@fr or her designee will determine whether
such arrangements: (i) are subject to Rule 208d)der the Investment Advisers Act, the Cash
Solicitation Rule, and, if so, whether the arrangets comply with that rule; and (ii) comply with
other applicable laws, rules and regulations, tholy laws and regulations requiring the
registration of broker-dealers.
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ITEM 15
CUSTODY

Rule 206(4)-2 promulgated under the Investment gefgi Act (the Custody Rule)
(and certain related rules and regulations underlmkestment Advisers Act) imposes certain
obligations on registered investment advisers Haae custody or possession of any funds or
securities in which any client has any beneficiggdiest. An investment adviser is deemed to have
custody or possession of client funds or securitidge adviser directly or indirectly holds client
funds or securities or has the authority to obpaesession of them (regardless of whether the
exercise of that authority or ability would be laWyf

The Adviser is required to maintain the funds aedusities (except for securities that
meet the privately offered securities exemptionh®e Custody Rule) over which it has custody
with a “qualified custodian.” Qualified custodiainslude banks, broker-dealers, FCM and certain
foreign financial institutions.

Rule 206(4)-2 generally imposes on advisers witstaady of clients’ funds or securities
certain requirements concerning reports to suemtsli(including underlying investors in certain
circumstances) and surprise examinations relatnguth clients’ funds or securities. However,
we need not comply with such requirements with eespo pooled investment vehicles if the
pooled investment vehicle: (i) is audited at lemstually by an independent public accountant,
and (i) distributes its audited financial statetsgorepared in accordance with generally accepted
accounting principles to the client, or, in certaircumstances, all limited partners, members or
other beneficial owners, within 120 days of itgdisyear end. The Adviser intends to rely upon
this exception by distributing the Fund’s auditedmcial statements and therefore will be exempt
from the Rule 206(4)-2 reporting and examinaticqurements.

The Custody Rule does not apply with respect to Registered Fund. Custody of the
assets of any Registered Fund will be maintaine@ccordance with the Registered Fund’s
policies and procedures under Section 17(f) uraeed 40 Act.
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ITEM 16
INVESTMENT DISCRETION

In general, our Clients have provided us with @éifon to trade their account without
obtaining their consent to each particular trangact We exercise this discretion subject to the
investment policies, limitations, and restrictiorisany, imposed by a Client in an IMA or other
applicable agreement, such as a Fund’'s organiation offering documents. In these
agreements, our Clients may place limitations on investment authority, including, without
limitation, designating types of permitted invesinse percentage limits on permitted investments,
or prohibiting certain types of investments. Tleéationship between (i) the Adviser and any
Registered Fund is governed by the relevant Subsady Agreement and (i) the Adviser and
any UCITS Fund is governed by the relevant Sub+Bigmary Advisory Agreement.

Our Clients must specify our authority, discretighar non-discretionary, and provide us
with any investment guidelines and restrictionsmriting, typically as part of the IMA or by
amending the IMA. For a complete discussion of advisory business and the services we
provide to our Clients, please see Iltem 4, “AdwdBusiness,” above.
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ITEM 17
VOTING CLIENT SECURITIES

We have, and in the future will continue to accepg authority to vote our Clients’
securities. As such, we have adopted policies amrdesponding procedures to comply with
Rule 206(4)-6 promulgated under the Investment gathgi Act and with our fiduciary obligations
(the “Proxy Voting Policies). The Proxy Voting Policies are designed to eadinat in cases
where the Adviser votes proxies with respect t@r€lisecurities, such proxies are voted in the
best interests of its Clients. The Adviser hagpfamented the Proxy Voting Policies to provide
additional guidance regarding application of sualicges and procedures to a Registered Fund.

The Proxy Voting Policies require that the Adviséentify and address conflicts of
interest between the Adviser and its Clients. hhaterial conflict of interest exists, the Adviser
will determine whether voting in accordance witle thuidelines set forth in the Proxy Voting
Policies is in the best interests of the Clientake some other appropriate action. The Adviser
need not vote all proxies received by a Fund oAetount. In some instances, the disparate
interests of the Funds or Accounts may make iicdiff for the Adviser to determine a manner in
which to vote. It is the Adviser’'s general polimyt to vote proxies for securities that are notl hel
in a Client’s account at the time such proxy isereé®d or on the vote date of such proxy.
However, if the Adviser does vote, the Adviser khakt ballots in a manner it believes to be
consistent with the interests of its Client andlst@ subordinate Client interests to its own.eTh
Adviser will determine whether a proposal is in Hest interests of its Clients and may take into
account the following factors, among others: (iether the proposal was recommended by
management and the Adviser’s opinion of manageni@nyhether the proposal acts to entrench
existing management; and (iii) whether the propésdy compensates management for past and
future performance.

If a Client has authorized us to vote proxies gnbithalf, we will generally not accept
instructions from the Client regarding how to votea particular proxy or solicitation. We will
maintain proper records in connection with our Br&dfoting Policies, as required under the
Investment Advisers Act. Our Clients can obtaicapy of our Proxy Voting Policies and
information on how we have voted specific proxigscbntacting our Chief Compliance Officer,
Christine Chartouni, at (212) 500-3179 or cchari@marathonfund.com
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ITEM 18
FINANCIAL INFORMATION

A. Balance Sheet

We are not required to attach a balance sheet ecaa do not require or solicit the
payment of fees six months or more in advance.

B. Contractual Commitments to Our Clients

We have no financial condition that is reasonalblgly to impair our ability to meet
contractual and fiduciary commitments to our Chent

C. Bankruptcy Petitions

We have never been the subject of a bankruptctiqeti
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