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This Brochure provides information about the qualifications and business practices of
Arque Advisors, LLC. If you have any questions about the contents of this Brochure, please
contact us at 203-571-1088, 914-316-8800 and/or info@arqueadvisors.com. The
information in this Brochure has not been approved or verified by the United States
Securities and Exchange Commission or by any state securities authority.

Arque Advisors, LLC is a registered investment adviser. Registration of an Investment
Adviser does not imply any level of skill or training. The oral and written communications
of an Adviser provide you with information about which you determine to hire or retain an
Adviser.

Additional information about Arque Advisors, LLC also is available on the SEC’s website at
www.adviserinfo.sec.gov.
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Material Changes

On July 28, 2010, the United State Securities and Exchange Commission published
“Amendments to Form ADV” which amends the disclosure document that we provide to
clients as required by SEC Rules. This Brochure dated March 31, 2011 is a new document
prepared according to the SEC’s new requirements and rules. As such, this Document is
materially different in structure and requires certain new information that our previous
brochure did not require.

In the future, this Item will discuss only specific material changes that are made to the
Brochure and provide clients with a summary of such changes. We will also reference the
date of our last annual update of our brochure.

In the past we have offered or delivered information about our qualifications and business
practices to clients on at least an annual basis. Pursuant to new SEC Rules, we will ensure
that you receive a summary of any materials changes to this and subsequent Brochures
within 120 days of the close of our business’ fiscal year. We may further provide other
ongoing disclosure information about material changes as necessary.

We will further provide you with a new Brochure as necessary based on changes or new
information, at any time, without charge.

Currently, our Brochure may be requested by contacting Erik Olsen at (914) 316-8800 or
eolsen@arqueadvisors.com. Our Brochure is also available on our web site
www.arqueadvisors.com, free of charge.

Additional information about Arque Advisors LLC is also available via the SEC’s web site
www.adviserinfo.sec.gov. The SEC’s web site also provides information about any persons
affiliated with Arque who are registered, or are required to be registered, as investment

adviser representatives of Arque Advisors LLC.
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Advisory Business

Arque Advisors, LLC [“Arque Advisors“or “Arque”] has been in business as a registered investment
advisor since 2007. In 2011 Arque Advisors merged with LHO Group which operated as an
investment advisors from 1991 to 2008. The principal owners of Arque Advisors are David Bullock
and Erik Olsen.

Arque Advisors provides investment advisory services. These services may be provided on a
discretionary or non-discretionary basis and include ongoing monitoring, supervision and
management of the client’s investment portfolios.

To determine a suitable course of action for an individual client, Arque Advisors performs a review of
the client’s financial situation. Such review may include, but is not limited to, review of a client’s
investment objectives, overall financial condition, income and tax status, personal vs. business assets,
risk profile, and other factors unique to the client.

Investment Management Services
Some examples of Arque’s investment advisory services include the following:
e Portfolio management, security selection and recommendations, manager selection and
recommendation and other forms of investment advice and recommendations.

e Background checks, due diligence analysis, selection and management of sub-advisers and
established third-party research services for clients.

e Recommendation of investment products or services managed or offered by other investment
firms or third parties that may or may not be affiliated with Arque.

e Separately managed accounts. In this program an account is managed on a discretionary
basis by an investment adviser. Client accounts may be managed by Arque advisors or Arque
may refer its clients to outside investment advisers who perform specific investment advisory
or portfolio management services for clients’ accounts. When Arque recommends outside
investment advisers to perform such services for its clients’ accounts, Arque monitors the
outside investment advisers’ performance with respect to such separately managed accounts.
Custody of separately managed accounts may be at a firm at the direction of Arque or with
another firm as specified by the client. Specific services and fees related to such programs
will be available in the outside investment adviser’s current disclosure document(s).

0 Individually managed accounts will take into account the suitability of the strategy
and investments for the individual client, based on their stated investment goals and
objectives, their risk tolerance, their financial situation, including age, income,
dependents, and other assets.

o0 Ifaclient wishes to impose specific restrictions to investment choices, the instructions
will be documented separately and kept in the client’s file.

0 Advisors will have periodic discussions with clients about their accounts and any
changes to their suitability or financial situation, not less than annually.
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o The selection of investment managers may be provided on a discretionary or non-
discretionary basis where Arque has the authority to hire or fire the investment manager.

Fees for Arque’s advisory services described in this section may involve the following fee type:

e Percentage of Assets Under Management
e Hourly

Please refer to Item 1.D below for specific details related to the fees Arque may charge for its
investment supervisory or asset management services

Arque may furnish investment advice through consultations not included in any of the services
described above. These may include advice to the client on matters not involving securities. Such
matters may involve issues related to tax planning and/or preparation, insurance-related products,
and general consulting services. Arque uses outside tax/accounting and legal advisors as well as
insurance providers for these services. The costs of these services are handled on a flat fee/hourly
basis and will be agreed to in advance, based on the specific services provided.

Assets under Management
Arque currently manages $35mm on a discretionary and non-discretionary basis.

Fees and Compensation
All Arque fees are subject to negotiation.

The specific manner in which fees are charged by Arque is established in a client’s written agreement
with Arque. Arque ordinarily bills its fees on a quarterly basis in arrears unless agreed otherwise in
writing. Clients may elect to be billed directly for fees or to authorize Arque to directly debit fees
from client accounts. Management fees shall be prorated for each capital contribution and
withdrawal in (excess of 5% of the account) made during the applicable calendar quarter (with the
exception of de minimis contributions and withdrawals). Accounts initiated or terminated during a
calendar quarter will be charged a prorated fee. Upon termination of any account, any earned, unpaid
fees will be due and payable.

Unless agreed in writing, Arque’s fees are exclusive of brokerage commissions, transaction fees, and
other related costs and expenses which shall be incurred by a client. Clients may incur certain
charges imposed by custodians, brokers, third party investment and other third parties such as fees
charged by managers, custodial fees, deferred sales charges, odd-lot differentials, transfer taxes, wire
transfer and electronic fund fees, and other fees and taxes on brokerage accounts and securities
transactions. Mutual funds and exchange traded funds also charge internal management fees, which
are disclosed in a fund’s prospectus.
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Item 12 further describes the factors that Arque considers in selecting or recommending broker-
dealers for client transactions and determining the reasonableness of their compensation (e.g.,
commissions).

The following table addresses the fees that Arque may charge for the services described in the
previous sections.

Annual Asset-Based Fee:

Account (s) Value Annual Percentage (charged
quarterly)
Less than $100,000 1.75%
$100,001 to 250,000 1.50%
$250,001 to 500,000 1.35%
$500,001 to 1,000,000 1.25%
$1,000,001- $3,000,000 1.00%
$3,000,001 and up Negotiable
This schedule is used as a guideline only; all fees are subject to negotiation at the
sole discretion of Arque.

Annual Asset-Based Fees (third-party adviser):

Outside investment managers recommended or selected by Arque charge their own advisory fees for
managing client assets/accounts. These fees will generally be based on a percentage of the clients’
assets under management with the third party manager. Additional details related to fees charged by
outside investment advisers will be explained in any such managers’ disclosure document.
Regardless of the other investment manager’s billing practices, Arque’s compensation will be
received by Arque from the other manager in accordance with the normal and customary billing
practices as outlined in the outside investment adviser’s disclosure document.

Pooled Funds

Arque has affiliations with pooled funds. Currently the only fund open to new investors is the Arque
Tax Receivable Fund (ATR). Information for the ATR is provided in the Private Placement document
and LLC agreement for the fund. The fund is only open to suitable investors. Fees paid to Arque are

paid through ATR and are not charged directly by Arque.

Hourly Fees:

Arque may charge an hourly fee for its advisory services. Arque’s hourly fees are negotiable, but
generally range from $250 to $500 on an hourly basis, depending upon the level and scope of the
services required.

March 31, 2011
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Arque’s hourly rate is determined based on anticipated work to be done. Since Arque cannot
accurately determine the hourly fee amount until learning about client’s financial circumstances, it is
Arque’s practice to provide an initial, no obligation, no cost meeting in order to become familiar with
the client’s circumstances.

Hourly fees will be billed in arrears, as specific services are performed on a monthly basis. Hourly
fees shall be calculated by multiplying the number of hours of service performed by the designated
hourly rate (i.e. # of hours times designated hourly rate). Arque shall bill in increments of fifteen (15)
minutes.

Performance-Based Fees and Side-By-Side Management

Other Fee Considerations:

Billing by custodian. Contemporaneously with the execution of the Client Account Agreement
(CAA), the client may be asked to sign an authorization that will allow the custodian of any of his/her
accounts to debit such account(s) the amount of certain service fees owed to Arque and remit such to
Arque. The authorization shall remain valid until a written revocation of the authorization is received
by Arque. In connection with this fee deduction process, the custodian shall send to the client a
statement, at least quarterly, indicating:

e all amounts disbursed from the account, and;
e the amount of advisory fees paid directly to Arque.

Direct billing. Arque may choose to bill a client directly for fees. The client will be invoiced by the
fifth business day of the month subsequent to the most recently ended calendar quarter. Payments
will be due on or by the final business day of the month in which the invoice is generated.

In addition to Arque’s investment advisory fee(s), the client may be assessed other fees by parties
independent from Arque. The client may also incur, relative to certain investment products (such as
mutual funds), charges imposed directly at the investment product level (e.g. advisory fees,
administrative fees, and other fund expenses). Brokerage fees/commissions charged to the client for
securities trade executions will be automatically billed to the client by the broker-dealer or custodian
of record for the client account, not Arque. Unless agreed to otherwise in writing, any such fees are
exclusive of, and in addition to, Arque’s compensation. The client acknowledges he/she will be solely
and directly responsible for fees, including other than Arque’s fees billed directly to the client.

March 31, 2011
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Types of Clients

Arque provides portfolio management services to individuals, high net worth individuals, and family
offices/private investment funds.

From time to time, Arque may provide investment advisory services to certain types of pooled
investment vehicles such as hedge funds, private equity funds, venture capital funds, or other special
purpose funds. Such products may be structured as direct participation programs and will generally
be offered as privately placed securities offerings that are exempt from registration under the
Securities Act of 1933 and or the Investment Company Act of 1940 in reliance on an exemption from
registration thereunder.

From time to time, Arque may provide investment advisory services in regard to investment-related
partnerships or other pooled investment vehicles. From time to time, Arque may provide investment
advisory services in regard to hedge funds and mutual funds that offer hedge fund like strategies.
Arque may also consult on setting up hedge funds, including sourcing service providers and legal
structure.

Methods of Analysis, Investment Strategies and Risk of Loss

Investing in securities involves risk of loss that clients should be prepared to bear.

Charting and Technical Analysis

Arque may use technical analysis in making decisions about investing. Technical analysis relies on
the analysis of recent security price behavior as well as the volume of stock buys and sells. It may
also look at the patterns and the relationship between various securities over some period of time.
While these patterns may be useful in determining possible future price behavior, they may also be
significantly altered by other changes in the fundamental aspects of a security, such as changes in
earnings, changes in market structure and overall macroeconomic changes.

Losses from technical analysis may occur for a variety of reasons some (but not all) of which may
include:

¢ Fundamental changes may alter technical expectations and result in declines in security
prices.

e The interpretation of technical and charting patterns may be made incorrectly and result in
declines in security prices.

o External factors that affect the overall market may override technical factors and cause
security price declines.

Fundamental Analysis
Arque uses fundamental analysis in making long term and cyclical changes to securities investing.
This analysis ranges from looking at company specific elements such as earnings expectations,
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price/earnings ratios, price/earnings/growth ratios, technological or market changes as well as
macro economic changes that affect relative prices and short and long term economic growth factors.

Losses from fundamental analysis may occur for a variety of reasons some (but not all) of which may
include:

e Unforeseen factors may change fundamental expectations.

e Fundamental expectations may not result in actual outcomes causing a decline in security
prices.

o External factors that affect the overall market may override fundamental factors and cause
security price declines.

Arque uses statistical /analytical models and algorithms as a means of analyzing certain managed
portfolios.

Disciplinary Information

Registered investment advisers are required to disclose all material facts regarding any legal or
disciplinary events that would be material to your evaluation of Arque or the integrity of Arque’s
management. Arque has no information applicable to this Item.

Other Financial Industry Activities and Affiliations
Arque is affiliated with Milton Associates, LLC (“Milton”). Milton is the General Partner of an

investment-related limited partnership to which Arque provides investment advisory services, the
Arque Constellation Fund, LP. David Bullock serves as a principal of Milton. Clients who wish to
participate in the Arque Constellation Fund, LP are not charged advisory fees by Arque. Management
fees charged by Arque Advisors to the Arque Constellation Fund are billed directly to the Fund.

Arque is affiliated with Arque Certificate Management (ACM), the General Partner of Arque Tax
Receivable Fund (ATR). David Bullock, Scott Gordon, Robert Tam and Meridee Olsen are principals in
ACM. Clients who wish to participate in ATR are not charged advisory fees by Arque. Arque may
receive up a portion of the Management Fees earned by ACM , as defined in the PPM of the ATR for
referring investors to the Fund.

Arque is affiliated with OAK Real Estate Investment Partners, LLC (OAK) which manages two real
estate investment funds and may offer other real estate investment products. Erik Olsen is a
Principal in OAK. Clients who wish to participate in OAK related investments are not charged
advisory fees by Arque. Oak charges clients directly these funds. OAK may share management fees
received from these clients with Arque.

David Bullock has a Series 7 and 66 FINRA registrations. This registration is held by Group Argent in
New York.
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Erik Olsen holds Series 7, 24 and 63 FINRA registrations. Meridee Olsen holds Series 24 and 63
FINRA registrations. Jack Creighton holds Series 7 and 63 FINRA registrations. OMNI Brokerage Inc.
holds all their registrations. Mr. Olsen, Mrs. Olsen and Mr. Creighton may offer investment products
that are not exchange trade products or unregistered products through their relationship with OMNI.
Such products are offered through OMNI and not Arque. Clients purchasing these products become
clients of OMNI and are not necessarily clients of Arque. OMNI charges commissions on these
investments and pays commissions to Mr. Olsen, Mrs. Olsen and Mr. Creighton. These commissions
are not shared with Arque.

Code of Ethics

Arque has adopted a Code of Ethics as part of its Policies and Procedures for running the firm. These
policies cover all supervised persons of the firm describing its high standard of business conduct, and
fiduciary duty to its clients. The Code of Ethics includes provisions relating to the confidentiality of
client information, a prohibition on insider trading, a prohibition of rumor mongering, restrictions on
the acceptance of significant gifts and the reporting of certain gifts and business entertainment items,
and personal securities trading procedures, among other things. All supervised persons at Arque
must acknowledge the terms of the Code of Ethics annually, or as amended.

Arque anticipates that, in appropriate circumstances, consistent with clients’ investment objectives,
it will cause accounts, over which Arque has management authority to effect, and will recommend to
investment advisory clients or prospective clients, the purchase or sale of securities in which Arque,
its affiliates and/or clients, directly or indirectly, have a position of interest. Arque’s employees and
persons associated with Arque are required to follow Arque’s Code of Ethics. Subject to satisfying this
policy and applicable laws, officers, directors and employees of Arque and its affiliates may trade for
their own accounts in securities which are recommended to and/or purchased for Arque’s clients.
The Code of Ethics is designed to assure that the personal securities transactions, activities and

interests of the employees of Arque will not interfere with (i) making decisions in the best interest of
advisory clients and (ii) implementing such decisions while, at the same time, allowing employees to
invest for their own accounts. Under the Code of Ethics certain classes of securities have been
designated as exempt transactions, based upon a determination that these would materially not
interfere with the best interest of Arque’ s clients. In addition, the Code requires pre-clearance of
many transactions, and restricts trading in close proximity to client trading activity. Nonetheless,
because the Code of Ethics in some circumstances would permit employees to invest in the same
securities as clients, there is a possibility that employees might benefit from market activity by a
client in a security held by an employee. Employee trading is continually monitored under the Code of
Ethics, and to reasonably prevent conflicts of interest between Arque and its clients.

Certain affiliated accounts may trade in the same securities with client accounts on an aggregated
basis when consistent with Arque’s obligation of best execution. In such circumstances, the affiliated
and client accounts will share commission costs equally and receive securities at a total average price.
Arque will retain records of the trade order (specifying each participating account) and its allocation,
which will be completed prior to the entry of the aggregated order. Completed orders will be

allocated as specified in the initial trade order. Partially filled orders will be allocated on a pro rata
7
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basis. Any exceptions will be explained on the Order.

Arque’s clients or prospective clients may request a copy of the firm's Code of Ethics by contacting
David Bullock at (914) 316-8800.

It is Arque’s policy that the firm will not affect any principal or agency cross securities transactions
for client accounts. Arque will also not cross trades between client accounts. Principal transactions
are generally defined as transactions where an adviser, acting as principal for its own account or the
account of an affiliated broker-dealer, buys from or sells any security to any advisory client. A
principal transaction may also be deemed to have occurred if a security is crossed between an
affiliated hedge fund and another client account. An agency cross transaction is defined as a
transaction where a person acts as an investment adviser in relation to a transaction in which the
investment adviser, or any person controlled by or under common control with the investment
adviser, acts as broker for both the advisory client and for another person on the other side of the
transaction. Agency cross transactions may arise where an adviser is dually registered as a broker-
dealer or has an affiliated broker-dealer.

At Arque, we take great pride in our commitment to serving our clients’ needs and the integrity with
which we conduct our business. In our recent history, the financial services industry has come under
significant scrutiny, especially in the area of the inherent responsibility of financial professionals to
behave in the best interests of their clients.

Pursuant to Rule 204A-1 under the Investment Advisers Act of 1940, Arque has developed a Code of
Ethics (“Code”) as a means of memorializing our vision of appropriate and professional conduct in
carrying out the business of providing investment advisory services. Our Code addresses issues such
as the following:

Standards of conduct and compliance with applicable laws, rules, and regulations
Protection of material non-public information

The addressing of conflicts of interest

Employee disclosure and reporting of personal securities holdings and transactions
The firm’s IPO and private placement policy

The reporting of violations of the Code

Educating employees about the Code

Enforcement of the Code

Each of Arque’s representatives has been furnished with a copy of our Code and has signed their
names to a written acknowledgement attesting to their understanding of the Code and acceptance of
its terms. A copy of our Code is available to all clients upon request.

Brokerage Practices
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From time to time, Arque may refer a client to broker-dealers for the purposes of the effecting of
securities transactions. For details as to what factors Arque may consider in selecting such broker-
dealers, see below. Arque is not a broker-dealer. Unless the client directs otherwise, Arque shall
generally recommend that all the client’s accounts be maintained at, by, or through certain other
firms that are not affiliated with Arque. Such firms shall generally be broker-dealers that may also
maintain registrations that allow such firms to engage in other types of businesses outside of their
broker-dealer activities.

Although not all-inclusive, Arque generally recommends the following custodians:

e (Charles Schwab & Co., Inc.
e Pershing, LLC
e Morgan Stanley & Co. Incorporated

Not all fees and commissions paid for similar services are the same for each custodian. Factors which
Arque considers in recommending certain broker-dealers or custodians to clients may include such
entity’s financial strength, reputation, execution, pricing, and service. In return for effecting securities
transactions through certain broker-dealers/custodians, Arque or certain of its representatives may
receive certain support services that may assist Arque in its investment decision-making process for
all of Arque’s clients. These may include research, allocations of new issues, securities
recommendations and general market information.

In seeking best execution, the determinative factor is not always the lowest possible cost, but
whether the transaction represents the best qualitative execution, taking into consideration the full
range of brokerage services, including factors such as execution capability, commission rates, and
responsiveness.

Accordingly, although Arque will seek competitive rates, it may not necessarily obtain the lowest
possible commission rates for the client’s account transactions.

The client may direct Arque to use a particular broker-dealer (subject to Arque’s right to decline
and/or terminate the engagement) to execute some or all transactions for the client’s account. In such
an event, the client will negotiate terms and arrangements for the account with that broker-dealer,
and Arque will not seek better execution services or prices from other broker-dealers or be able to
“batch” the client’s transactions for execution through other broker-dealers with orders for other
accounts managed by Arque. As a result, the client may pay higher commissions or other transaction
costs or greater spreads, or receive less favorable net prices, on transactions for the account than
would otherwise be the case.

Review of Accounts
The Firm will review the client’s account(s) not less than quarterly. The Designated Supervisor or

his/her designee shall review the client accounts for best execution, suitability, and service. The
Designated Supervisor will review the performance and cost basis for the client’s transactions. The

9
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client’s objectives are used to review for suitability. Monthly, transactions are reviewed referencing
clients’ objectives for any transaction that may not fit the client’s stated objectives, or Arque's
understanding of the client’s objectives will be flagged and reviewed with the investment adviser
representative placing the trade.

Events that may trigger further client account reviews in addition to the standard quarterly review
process may include, but would not be limited to, a notable increase in the volume of requests by the
client to effect transactions in his/her account(s), where such transactions may appear to be
inconsistent with the client’s previously stated investment objectives. Other factors may include
requests by the client to liquidate certain securities positions/contracts where such transactions may
appear to be inconsistent with the client’s previously stated investment objectives. Additional
triggering factors could be the performance on an individual account being an outlier to the
performance of accounts with similar investment objectives, and a very important trigger would be
customer complaints. This last trigger would be a prime example of a trigger for an intermittent
review of a client account. In addition, if a client’s goals or objectives change, or their overall financial
situation changes (such as job loss or gain, inheritance, death of a spouse, etc.) accounts will be
reviewed and appropriate changes made.

Number of reviewers: 1. Name and title of Designated Supervisor: Peter Bullock, Assistance Vice
President. Mr. Bullock will employ the procedures noted above for the client’s account(s) subject to
Arque’ s investment advisory services.

Client Referrals and Other Compensation

Arque may enter into agreements with various independent solicitors that refer clients to the advisor.
Arque does not charge clients introduced by third-parties fees or costs greater than the fees or costs
Arque charges its advisory clients who were not introduced by the third-party solicitors, and have
similar portfolios under management with Arque. Any such agreements must and be handled in
accordance with the provisions of Rule 206(4)-3 under the Investment Advisers Act of 1940. For
more information on our solicitor arrangements, please call (914) 316-8800.

Custody

Clients should receive at least quarterly statements from the broker dealer, bank or other qualified
custodian that holds and maintains client’s investment assets. Arque urges all its clients to carefully
review such statements and compare such official custodial records to the account statements that
we may provide to you. Arque statements may vary from custodial statements based on accounting
procedures, reporting dates, or valuation methodologies of certain securities.

Investment Discretion

Arque usually receives discretionary authority from a client at the outset of an advisory relationship
to select the identity and amount of securities to be bought of sold. In all cases, however, such
discretion is to be exercised in a manner consistent with the stated investment objectives for the
particular client account.

10
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When selecting securities and determining amounts, Arque observes the investment policies,
limitations and restrictions of the clients for which it advises. For registered investment companies,
Arque’s authority to trade securities may also be limited by certain federal securities and tax laws
that require diversification of investments and favor the holding of investments once made.
Investment guidelines and restrictions must be provided to Arque in writing.

Voting Client Securities

As a matter of firm policy and practice, Arque does not have any authority to and does not
vote proxies on behalf of advisory clients. Clients retain the responsibility for receiving and
voting proxies for any and all securities maintained in client portfolios. Arque may provide
advice to clients regarding the clients’ voting of proxies.

Financial Information

Registered investment advisers are required in this Item to provide you with certain financial
information or disclosures about Arque’s financial condition. Arque has no financial commitment
that impairs its ability to meet contractual and fiduciary commitments to clients, and has not been the
subject of a bankruptcy proceeding.

11
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