Part 2A of Form ADV: Firm Brochure

VSS FUND MANAGEMENT LLC

55 East 52nd Street, 33rd Floor
New York, NY 10055

Telephone: (212)-935-4990
Facsimile: (212)-381-8168
E-mail: mcginleym@vss.com
Web Addresswww.vss.com

March 30, 2016

This brochure (“Brochure”) provides information abo ut the qualifications and business of VSS
Fund Management LLC (hereinafter “VSS” or "the Firm " or “we”). If you have any questions
about the contents of this Brochure, please contaos at (212) 935-4990 or at
mcginleym@vss.com. The information in this Brochue has not been approved or verified by
the United States Securities and Exchange Commissior by any state securities authority. VSS
is a registered investment adviser. Registrationsaan investment adviser does not imply any
particular level of skill or training.

Additional information about VSS is available on tte SEC’s website atvww.adviserinfo.sec.goyv
You can search this site by a unique identifying nmber, known as a CRD number. The CRD
number for VSS is 156600.




Item 2 MATERIAL CHANGES

Consistent with SEC rules, we seek to ensure thatrgceive a summary of any material
changes to this and subsequent Disclosure Brochuitleism 120 days after the close of our
fiscal year. We may also provide you with otherctlisures at other times during the year in
the event of any material changes to our business.

The last update of this Brochure was filed by V&®&d-Management LLC (*VSS,” or the
“Firm”) with the SEC in November 2015. Since tfiihg, VSS Structured Capital Ill, LP
and VSS Structured Parallel I, LP had a thirdsalg on December 23, 2015. VSS
Structured Capital — Annex Fund, L.P. closed ondbdumer 23, 2015.

Please note that the foregoing represents onlyrimbatbanges made since our November
2015 updating amendment to this Brochure.
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Item 4 ADVISORY BUSINESS

VSS is an SEC registered investment adviser um#et 940 Investment Advisers Act (the
"Advisers Act") with its principal place of busireem Manhattan, New York. It has been in
existence since 1987. VSS is wholly-owned by Vex&uhler Stevenson Holdings LLC
(“VSS Holdings™), which is wholly owned by Jeffr@y Stevenson and an entity controlled
by him.

VSS provides investment management services stlglgivate equity and private structured
capital funds (hereinafter collectively, “VSS Fuhds the "Funds"). Unlike other types of
private funds, such as hedge funds, private e@umtiyprivate structured capital funds receive
unfunded or partially funded capital commitmentsirinvestors during a fundraising stage,
and then the Funds are generally closed to newsiake From time to time thereafter, the
Fund’'s General Partner, one of our affiliates, watify investors to make capital
contributions, in proportion to their respectiveroaitments, to enable the fund to make
investments and pay fund expenses. Prior to esgital call, the investment will have been
identified and fully vetted through an extensive dliligence and negotiation process.
Investments in portfolio companies by the VSS Fuamasgenerally, but not exclusively, in
private, illiquid securities.

VSS Equity Funds:

* VS&A Communications Partners lll, L.P., and VS&A i@munications Parallel
Partners Ill, LP (collectively “CP _III") , vintaggear: 1998; and

e VSS Communications Partners IV, L.P., VSS Commurana Parallel Partners 1V,
L.P., VSS Communications Parallel Il Partners \R L(collectively “CP_1V”),
vintage year: 2004.

VSS Structured Capital Funds:

* VSS Mezzanine Partners, L.P. (“SC I"), vintage y2@04; and

e VSS Structured Capital Il, L.P. and VSS StructuCegbital Parallel I, L.P. (collectively
“SC II"), vintage year 2008.

» VSS Structured Capital Ill, L.P. and VSS Structu@apital Parallel Ill, L.P.
(collectively “SC 111") had a third closing on Deater 23, 2015.

» VSS Structured Capital — Annex Fund, L.P. (“SC Axihelosed on December 23,
2015.

The VSS Funds are not required to register unaestcturities Act of 1933 or the Investment
Company Act of 1940 in reliance upon certain exeomgtavailable to issuers whose
securities are not publicly offered. VSS managesiunds on a discretionary basis in
accordance with the terms and conditions of eactdByartnership agreement and
organizational documents.

The Funds focus on the information, and businesscse healthcare IT, education, media
and marketing services industries (“Targeted Imies) in North America and Europe. The



VSS team has extensive, industry-specific, strategd transaction structuring experience
that provides a critical perspective on portfolargpany operating potential and strategic
direction and enables VSS to play a significant iolportfolio company management and
operations while maintaining perspective on vabradj financing parameters and
exit/liquidation potential.

Over its more than 25 year investment history, W88 developed a formal structured
investment process that it has utilized acrossfatk private capital funds. This process
includes in-depth due diligence on each proposeestment and identification of exit
options. After an investment is made, VSS worksely with portfolio company
management to provide strategic operating and ¢iahadvice.

A. VSS Equity Funds. The investment objective of each of the VSS Eghitpds is to
seek long-term capital appreciation over the coafske Fund’s term, generally ten years
from the final closing (subject to extension at $keée discretion of the General Partner). The
VSS Equity Funds have been managed using a similastment strategy and generally have
had similar risk profiles. Parallel funds haveibeesated for each VSS Fund to
accommodate the requirements of non-US and cep&ieion plan investors.

The Equity Funds typically have sought control poss in companies operating in the
smaller end of the middle market that satisfiedftlewing investment criteria: (a) strong,
stable and predictable cash flows, primarily fraourring sources of revenue; (b) enduring
and valuable franchise positions well respectetieir market niches; (c) above-average
growth characteristics; (d) primary business ati&igithat have significant barriers to
competitive entry; (e) strong management teams e@ethonstrated success in their served
market; (f) substantial potential for acquisitionemted growth through a large number of
identifiable add-on acquisitions; and (g) at timeetiof the Fund’s exit, of being attractive for
sale to a number of strategic buyers. The Funeisgmaphic focus has primarily been North
America and, to a lesser extent, Europe.

VSS enjoys a far-reaching relationship network ssxlion the Targeted Industries. This
network, which includes entrepreneurs and busioesers, highly specialized
intermediaries, investment banks, and commerciakfiehas enabled VSS to generate
substantial deal flow.

The Investment Period, and the period during whmfitributions for Follow-on Investments
may be called, has expired with respect to alhef¥SS Equity Funds.

B. VSS Structured Capital Funds. The investment objective of the VSS Structured
Capital Funds is to seek long-term capital appt&riaand current income returns over the
course of each Fund’s term, generally ten years ftee final closing, subject to extension at
the sole discretion of the General Partner. Thedtment strategy of the Structured Capital
Funds is focused primarily on privately negotiat@-control junior capital investments in
established, profitable, middle-market companigh@Targeted Industries in North America
and, to a lesser extent, in Europe. Parallel famdgyenerally created to accommodate the
requirements of non-US and certain pension investéis set forth above, VSS leverages its



extensive industry knowledge and contacts to iflemtvestment opportunities for the
Structured Capital Funds. VSS may also identifgarfunities for a Fund to make
investments in different types or levels of equitydebt in portfolio companies held by
another VSS Fund.

The Structured Capital Funds generally make investsisupporting the following types of
transactions:

* Acquisition financing to assist companies with spetransactions

» Liquidity events for owners, diversifying net worhd facilitating estate planning

» Organic growth initiatives, such as new produchtzhes, geographic expansion or
capital expenditures projects

* Management buyouts

* Debt recapitalization

VSS has targeted companies for the Structured &apinds that generate strong and stable
cash flows, have enduring and valuable franchisgtipas, exhibit above-average growth
characteristics, maintain a commitment to prudewnedage levels, are led by strong
management teams, and enjoy barriers to compeétitry. Typically, investments will be
structured as subordinated notes with warrantsiayt also include other forms of
debt/equity hybrid instruments and other fixed meoand equity security investments, such
as notes, preferred stock, warrants, and commak stodebt instruments with equity
conversion features. VSS seeks to structure eartfollo company investment in a manner
that will result in a fixed return combined with aquity component, capturing the attributes
of fixed income investing with the potential grovatiributes of equity investing.

The Investment Period, and the period during whmfitributions for Follow-on Investments
may be called, has expired with respect to SChe Ihvestment Period with respect to SC II
expired on January 1, 2014, but SC Il may makeokethn Investments for the duration of
the partnership term. SC Il had a third closimgBecember 23, 2015. SC Annex closed on
December 23, 2015.

C. Sub adviser.VSS has engaged its United Kingdom-based affildéxpnis Suhler
Stevenson International Limited (“VSSIL”), which190% owned by VS&A International
Holdings LLC, a wholly-owned subsidiary of VSS Hinigs, to act as sub adviser for the
Funds’ European companies, to source transac@masto monitor European investments
through board service or other executive positibmprovide strategic operating and financial
advice or guidance to European portfolio compameshagement, and to identify
exit/liquidation opportunities prior to investment.

D. Assets under ManagementAs of December 31, 2015, VSS managed approximately
$821.7 million of assets on a discretionary ba¥iSS does not manage any assets on a non-
discretionary basis. All assets managed by VS®wareed by the VSS Funds, and VSS does
not currently manage any separate accounts.



E. Important Additional Considerations. The information provided herein merely
summarizes certain aspects of the detailed infoomgirovided in each Fund’s partnership
agreement and organizational documents. Eachedfdinds described above — with the
exception of SC Il —is closed and is not admgitirew investors. Current Fund investors
and prospective investors in any new Fund launtlyedSS should be aware of the
substantial risks associated with investment asagethe terms applicable to such
investment. This and other detailed informatioh kae provided in the Fund offering and
organizational documents.

ltem 5 FEES AND COMPENSATION

For its services to the Funds, VSS earns manageemsnas described below. In addition,
each Fund’'s General Partner will be entitled tenee carried interest, a form of
performance-based compensation, as described below.

Until termination of the investment period of e&amd (generally five years from the final
closing of investment commitments to the Fund)faarlier, the final closing of investment
commitments to a successor fund, the managemerd besed upon a percentage of each
Limited Partner’s capital commitment to the Furigireafter, the management fee is based
upon the cost basis of remaining portfolio compsugiess the amount of any permanent
write-downs).

After advanced costs and expenses not otherwisduesed have been recovered by the
General Partner or any of its affiliates, managdnfess generally are reduced by a
percentage of transaction, break-up and similas peed to VSS or its affiliates by portfolio
companies as outlined below. A break-up fee isrdicgent fee provided for in an
acquisition agreement that requires a selling compa pay a percentage of the deal if the
company backs out of the agreement to sell to timelF

Management fees are charged quarterly or semi-dpn@arried Interest is allocated upon
the receipt of proceeds from the sale of any photfimmpany or realization or
recapitalization of an investment or dividend.

Below is a summary of the management fees andedaimierest charged to the VSS Funds.
Limited Partners should refer to the appropriated-partnership agreement for detailed
information regarding fees and fee offsets. Amy f@ind launched by VSS may have similar
or materially different terms than those summarizeldw.

CP 1l

A. Management Fees.CP lll is in liquidation phase and is not curfgmharged a
management fee by VSS.

B. Carried Interest. In general, proceeds from realized sales or divild are
distributable as follows. Each Limited Partnerlwnglkceive first:



» areturn of all cumulative contributed capital lo¢ tFund to date; and
* a 7% preferred return on the capital contributifamsnvestments and specified
partnership expenses, compounded annually, to date.

after which carried interest distributions may badex

 80% to the General Partner and 20% to each LinMtather until the General Partner
has received an amount equal to 20% of the prefeeteirn; and thereatfter,
*«  80% to such Limited Partner and 20% to the Gertesdiner.

CP IV

A. Management FeeThe management fee for CP IV was 1.75% of totpitah
commitments until the end of the Fund'’s investnpartod on January 31, 2011. Since that
time through December 31, 2015, the managementdsga) 1.00% of the Limited Partners’
share of the aggregate cost basis (less any pentnan-downs) of portfolio investments
held by the Fund at the time the management fdagsover (b) the Limited Partner’s pro-
rata share of waiver contributions for investmehes held by CP V.

Break-Up Fees are credited 80% against the managde®s after recovery of all
unreimbursed costs, fees and expenses advance8®ypnany of its affiliates. In addition, a
portion of transaction fees may also be crediteadresg the management fee, but, in general,
only if such transaction fees (together with othierilar transaction fees paid to third parties)
exceed 1.00% of the total enterprise value of thréfqgdio company (or 0.75% of the total
enterprise value in a sale transaction in whichpibréfolio company is sold for more than
$350 million). The amount of such credit will, in@h case, generally be equal to 80% of the
product of (x) the amount of all such fees in esagfsthe 1% (or, if applicable, 0.75%)
threshold and (y) the Fund’s proportionate intereshe related portfolio company, but in no
case an amount greater than 80% of the transdesreceived by VSS Holdings and its
affiliates.

B. Carried Interest. In general, proceeds from investments will béritiigted as
follows. Each Limited Partner will receive first:

» areturn of all cumulative contributed capital lo¢ tFund to date; and
* an 8% preferred return on the capital contributifmmsnvestments and specified
partnership expenses, compounded annually, to date.
after which carried interest distributions may bacde:
* 100% to the General Partner until the General Batias received its 20% on profits;
and thereafter,
* 80% to such Limited Partner and 20% to the Gerieadiner.

SCI



A. Management Fee.During the investment period, the managementde&C | was
1.5% of total capital commitments of the LimitedtRars until the initial closing of SC Il
(the subsequent fund). At that time, the rate ghdrto 1% of the Limited Partners’ capital
commitments for the remainder of the investmeniogler Since the end of the investment
period, the management fee has been calculated basE% of funded capital commitments
that remain invested in portfolio companies lesg@@rmanent write-downs.

Break-Up fees and transaction fees (other tharsinvent banking fees) are credited 100%
against the management fee, in each case, afterengcof all unreimbursed costs and
expenses advanced by VSS.

B. Carried Interest. In general, proceeds from realized sales or divild will be
distributed as follows. The Limited Partners wateive first:

» areturn of all investment costs of all realizedastments plus permanent write-downs
of unrealized investments; and

» all expenses and fees allocated to the above mesds; and

* a 7% preferred return on the capital contributifmmsnvestments and specified
partnership expenses, compounded annually.

after which distributions will be made:

« 80% to the General Partner and 20% to Limited lRsstontil the General Partner has
received its 20% on profits; and thereafter,
« 80% to all Limited Partners and 20% to the Geneatner.

SCIl

A. Management Fee.During the investment period, the managementde8&C Il was
1.75% of total capital commitments of the Limiteartders. Upon termination of the
Investment Period on January 31, 2014, the rateggthto 1.25% of the Limited Partners’
pro rata share of the aggregate acquisition cdgteeaemaining investments held by the
partnership less any permanent write-downs.

Break-Up or similar fees are creditable at 100% taawglsaction fees are creditable at 80% if
the fund owns more than 50% of the portfolio compagainst the management fee above, in
each case after recovery of all unreimbursed ctests,and expenses advanced or incurred by
VSS.

B. Carried Interest. In general, proceeds from realized sales or divild will be
distributed as follows. The Partners will receiivst:

» areturn of all investment costs of all realizedestments plus write-downs of
unrealized investments; and
» all expenses and fees allocated to the above mesds; and



* an 8% preferred return on the capital contributifamnsnvestments and specified
partnership expenses, compounded annually;

after which distributions will be made:

a) 80% to the General Partner and 20% to Limited Rastantil the General Partner has
received its 20% on profits; and thereafter,
b) 80% to all Limited Partners and 20% to the GenReatner.

SCI

A. Management Fee.During the investment period, the managementde&C Il is
1.75% of total capital commitments of the Limiteartders. Upon termination of the
Investment Period, the rate changes to 1.75% dfithéed Partners’ pro rata share of the
aggregate acquisition costs of the remaining inaests held by the partnership less
permanent write-downs.

Break-Up or similar fees and transaction fees ezditable 100% against the management fee
above, in each case after recovery of all unreisgulicosts, fees and expenses advanced or
incurred by VSS.

B. Carried Interest. In general, proceeds from realized sales or divild will be
distributed as follows. The Partners will receiivst:

» areturn of all investment costs of all realizedastments plus write-downs of
unrealized investments; and

» all expenses and fees allocated to the above mesds; and

* an 8% preferred return on the capital contributifmmsnvestments and specified
partnership expenses, compounded annually;

after which distributions will be made:

c) 80% to the General Partner and 20% to Limited Restantil the General Partner has

received its 20% on profits; and thereatfter,

d) 80% to all Limited Partners and 20% to the Geneeatner.
Investors should understand the proposed methodropensation and its risks prior to
investing in any future VSS Fund. Prospective stoes in any new Fund launched by VSS
should refer to the Fund offering and organizatia@meguments for information regarding the
fees to which VSS and its affiliates will be emdl
SC Annex

A. Management Fee.During the partnership term, the managementde&€ Annex is
1.00% annually (0.25% quarterly) of such LimitedtRer's Pro Rata Share of the aggregate
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acquisition cost of all Portfolio Investments hbldthe Partnership in all VSS SC | Portfolio
Companies on the date the payment is due (eaclodathich a payment of the Management
Fee is due, a “Payment Date”), less any such Riortiovestment that has been Written-

Down to zero as of such Payment Date; plus (iip%2nnually (0.3125% quarterly) of such
Limited Partner’s Pro Rata Share of the aggregadeisition cost of all Portfolio Investments
held by the Partnership in all VSS SC Il Portfdilompanies on such Payment Date, less any
such Portfolio Investment that has been Written-Boavzero as of such Payment Date.

B. Carried Interest. Distributions will be made to each limited partaed the general
partner (in respect of its carried interest) pgraiting in such investment in the following
amounts and order of priority:

a) Return of capital: First, 100% to the limited pa&min proportion to their respective
capital percentages in such investment until eashréceived distributions pursuant to
this clause (a) equal to their respective aggregmpéal contributions including those
attributable to (i) all investments and (i) Annexnd expenses;

b) 8% Preferred Return: Second, 100% to the limitethpes in proportion to their
respective capital percentages until the cumulatistibutions to the limited partners
represent an 8% compounded annual rate of retutheoamounts included in
paragraph (a) (the “Base Preferred Return”);

c) General Partner Base Catch-Up: Third, (i) 100%hé&gdeneral partner as a carried
interest until the general partner has receivectutids clause (c) 15% of the sum of
the amounts distributed pursuant to clause (b) @laon this clause (c); and

d) 1.25x Incremental Preferred Return: Fourth, 85%héolimited partners in proportion
to their respective capital percentages and 158tetgeneral partner until the
cumulative distributions to the limited partnerpnesent a 1.25x return on the
amounts included in paragraph (a) (the “Incremetaferred Return”);

e) General Partner Incremental Catch-Up: Fifth, (i¥8® the general partner as a
carried interest and 20% to the limited partnetd the general partner has received
under this clause (e) a total of 20% of the surthefamounts distributed pursuant to
clause (b), (c), (d) above and this clause (e); and

f) 80/20 Split: Thereafter, 80% to the limited parigr proportion to their respective
capital percentages and 20% to the general padppropriate adjustments will be
made to subsequent distributions in the eventaliatrdle that was satisfied
subsequently ceases to be satisfied.

Investors should understand the proposed methodropensation and its risks prior to
investing in any future VSS Fund. Prospective stoes in any new Fund launched by VSS
should refer to the Fund offering and organizatia@meguments for information regarding the
fees to which VSS and its affiliates will be emdl

General Information

A. Investments in Funds The General Partner of each Fund is affiliateith WiSS
through common ownership and control as well aseshexecutive officers. The General
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Partner of each Fund will generally participatéhe Fund’s investments by investing directly
in the Fund. With respect to existing VSS Fundsoiion of this participation may be
affected through a reduction of the managemenbtieerwise payable to VSS. Partners and
employees of VSS are the members of the Generald?af each Fund, make capital
contributions to the General Partner to enable mhake its capital contributions to the Fund,
and are entitled to share in the Carried Intereté Fund (generally in proportion to their
capital commitments to the General Partner).

B. Co-Investments VSS or a Fund’s General Partner was authorizedlaice co-
investment opportunities available to the LimitedtRers and their affiliates as the General
Partner determined appropriate and in the bestesitef the Funds.

As permitted by the Limited Partnership Agreemdrgach Fund, certain executive officers
and employees of VSS also have direct investmarasé or more of the underlying portfolio
companies through separate, affiliated entitiesém for co-investment purposes. VSS has
not determined whether employees or members dddlaed of Advisors will be granted co-
investment opportunities with respect to future VFRBds.

C. Write-Downs. As disclosed above, following a Fund’s investmgeriod,
management fees collected by us are calculatedl loesthe pro rata share of the aggregate
acquisition costs of the remaining investments hglthe partnership less write-downs,
which are defined as significant and permanenteslin value. Investments are reviewed
guarterly by the Firm’s investment committee fgrsficant and permanent impairment. As
a result of this fee calculation methodology, aflicinof interest is created whereby VSS has
incentive to not write-down valuations of portfotompanies as may otherwise be dictated
by available market data and prudent fair valuatemniniques.

To address this conflict, we have adopted detAifl@dation Policies and Procedures which
are tested on a periodic basis by the Chief Firsu@ificer and which are reviewed by the
Firm’s investment committee. Significant and penera write-downs, if any, are reviewed
and approved with the concurrence of the relevantlfs Investor Advisory Committee. In
addition, portfolio company valuations are revieveadat least an annual basis by an
independent certified public accountant that ishlregistered with and subject to regular
inspection by the Public Companies Accounting OgatsBoard ("PCAOB"), and a copy of
the audited financials are sent to each investtriwwiLl20 days after each Fund’s fiscal year
end.

D. Clawbacks In accordance with the terms of each Fund’s lechiPartnership
Agreement, upon termination of the Fund carriedriggt distributions made to its General
Partner are subject to clawback with respect tatheunt by which they exceeded the
amounts to which the General Partner was entidedaaried Interest determined on an
aggregate basis covering all transactions.

E. Lock-Up. Except as set forth in a Fund’s partnership agesg, an investor in a

Fund may not rescind any part of its capital commeitt or otherwise withdraw from the
Fund. Private Equity/Private Structured Capitahdrinvesting is only for those who can
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afford to have capital locked up for long periodisime and who are able to bear the risk of
significant losses.

Investors in each Fund should refer to the Funitsted Partnership Agreement for
complete information regarding lock-ups and peasaltr other consequences for failure to
comply with capital calls made by the Fund.

F. Other Fees and Expensesin accordance with the terms of each Fund’sngaship
agreement, each of the Funds was responsibleddfuhd’s organizational expenses up to a
specified amount, generally ranging from $600,@8%,500,000. No Fund is responsible for
or otherwise incurs any of the organizational exesrof any other of the Funds.

In addition to fees paid to VSS and its affiliatag;und portfolio company may pay fees to
VSS for structuring and negotiating transactionsluding follow-on investments.

In accordance with the terms of each Fund’s pastnpragreement, VSS will generally offset
its management fee for a percentage of any transaees earned by VSS or its affiliates.

VSS investment professionals closely monitor theiess activities of the portfolio
companies and frequently provide strategic advickaccess to industry resources. VSS
investment professionals review financial plans bndgets and frequently serve as directors
or board observers of portfolio companies in W8S has a controlling interest. As
compensation for these services VSS charges anmratoring fees to several portfolio
companies generally ranging from $100,000 a ye&2&®D,000 a year. Annual monitoring
fees are negotiated and agreed upon with the fpiorfompany at the time of purchase.

G. Side Letters VSS or the General Partners of the respectivel§tave entered into
with respect to the prior funds, and may in thefetenter into with respect to new funds, side
letters or otherwise waive or modify certain termhsnvestment for certain large or strategic
investors, including but not limited to, agreeingprovide co-investment opportunities,
increased Fund and portfolio company transparesoy,more frequent or varied formats or
modes of portfolio reporting. We have never ertténto side letters in which we or any
Fund General Partner has waived or lowered a Fundisagement fees or Carried Interest.

H. General Prospective investors in future VSS funds shoetdr to the offering and
organizational documents of those funds for adadaiomportant information, terms,
conditions and risks involved with investing in thend(s).

Item 6 PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT

As discussed in Item 5 of this Brochure, each Fsi@Eneral Partner, an affiliate of VSS
through common ownership and control, will receBeaaried Interest, a form of performance-
based profits interest. Such a performance-bas#dspinterest is calculated based on a share
of aggregate realized profits on assets of the Ksulject to return on invested capital and a
preferred return on invested capital as set fortihé applicable Fund’s partnership
agreement).
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Investors in the Funds, and prospective investoey new Fund launched by VSS, should
note that performance-based profits interest, mesoontexts, could create an incentive for an
adviser such as VSS to recommend investments whaghbe riskier or more speculative

than those which would be recommended under ardiftdee arrangement. However, the
long term nature of private equity/private debtdunvesting mitigates such risk because
carried interest is calculated based on realizetlunrealized gains, leading VSS to focus on
fundamentals when making investment and add-orstmeents for the Funds. In addition,

the General Partner also puts its own funds at risk

At this time, we do not offer advisory servicexlients who do not pay performance-based
compensation, and therefore, we do not have amiiveeto favor performance-based fee
accounts over non-performance-based fee accotiuwever, in theory, we could have
incentive to favor a Fund in which officers and doypes of the Firm and General Partner
may have more of their personal assets investatte Sve endeavor at all times to put the
interest of the Funds first, we take the followsigps to address these conflicts:

1. We collect, maintain and document accurate, ¢et@@and relevant investor
background information to ensure that investmerst iund is appropriate for the
investor’s financial goals, objectives and risletahce and that the investor is
qualified to invest;

2. Pursuant to the terms of each Fund’s Limitedreaship Agreement, we will have
substantially (though not necessarily entirely) pteted the investment phase of one
Fund before the launch of a new Fund with similaestment goals and objectives;

3. With respect to Funds managed in parallel anddlother limited situations where an
“add-on” or other investment may be appropriatenfare than one of the Funds, we
have implemented written policies and procedures$aio and consistent allocation of
investment opportunities among the Funds, in tise cd co-investments, and the
Limited Partners, subject to the Funds’ maturitgimge of investment, availability of
remaining capital commitments, availability of irgsts in the underlying portfolio
companies, and other appropriate considerations;

4. We periodically compare holdings and performasfdéunds with similar strategies to
detect any significant performance disparitiesaative of possible favorable
treatment;

5. With respect to cross-fund investments, wherdajimes are not provided in a Fund’s
Limited Partnership Agreement, the General Padreks the consent of the Funds’
investor advisory committees to the transaction;

6. We educate our employees regarding the respbiissbof a fiduciary, including the
equitable treatment of all clients, regardlessheffee arrangement;

7. We disclose to investors and prospective invegte potential for material conflicts
of interest.
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Performance-based compensation will only be chairgadcordance with the provisions of
Rule 205-3 of the Advisers Act and applicable stagrilations.

Item 7 TYPES OF CLIENTS

We provide investment management services to dgwavate equity/private debt funds as
disclosed in Item 4 of this Brochure. Except mited instances, the minimum required
capital commitment to the Funds has ranged froomififon to $20 million, depending on the
Fund. Prospective investors in any new Fund laeddiy VSS should refer to the Fund
offering documents for information regarding than&’s minimum required capital
commitment and any additional qualifications regdifor investment.

Item 8 METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK
OF LOSS

VSS senior professionals’ frequent interaction vaiimers and senior executives of
companies help us to identify investment opportesitor the Funds. From time to time,
VSS may also engage traditional investment banksakers to generate investment
opportunities and/or sales of portfolio companiEsally, due to our reputation as an
investment firm focused on the Targeted Industies a value-added partner to our portfolio
companies, entrepreneurs and transaction sponensapproach VSS as a resource for
financing.

As adviser to the Funds, the Firm primarily invaatsecurities issued by private companies.
As a result, traditional securities analysis ispagsible when formulating investment
recommendations. Instead, we rely on a robustdigeence process of prospective portfolio
companies in determining which to invest in on bieblthe Funds.

VSS employs a disciplined investment process ituatimg potential investments and
performs rigorous analysis of the historical analspective performance of potential portfolio
companies. Our due diligence investigation is cahensive and includes: (a) detailed
financial and operational analyses; (b) extensheefto-face management meetings; (c)
primary industry, served market, technology and petitive research; (d) customer calls and
reference checks; and (e) additional company acibisgpecific analyses. The due diligence
process is designed to verify our investment thegithoroughly understanding the
company'’s strategy, market position, operationsrandagement expertise. In addition, the
due diligence process includes the identificatibbaih acquisition candidates and potential
strategic buyers. Prior to any investment, wetifigexit options.

Our due diligence process is intended to ensutestizh deal team benefits from the
experience of our senior investment professionais have devoted substantial portions of
their careers to the particular business activitwhich the prospective portfolio company is
engaged. In addition, VSS has built a networkaafylers, accountants, information
technology and due diligence professionals andutargs with expertise in the Targeted
Industries who work with VSS to advise on certaumé investments from time to time.
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VSS professionals also provide guidance to podfotimpanies based upon the collective
experience of our team of investment professiondlSS believes its depth of industry
expertise makes us a preferred partner for a miadliket media company. Through their
prior experiences and industry knowledge, VSS @mtmals are able to add insight and
value through strategic, operating and financiabnemendations to maximize growth and
profit potential. VSS often introduces add-on asgiagn candidates, provides advice on the
timing of asset/subsidiary divestitures and exatsgies, consults on financial structuring
issues, and generally provides a knowledgeableyhjettive, perspective to operating
decisions. In addition, VSS may introduce Boaranbers with specific industry knowledge
to a portfolio company. This knowledge and experéecan be leveraged to assist a portfolio
company in defining strategic direction, refiningg@uct line expansion, identifying add-on
acquisitions, evaluating competitors, and facilitgtstrategic introductions and alliances.
VSS has sought and obtained seats on portfolio aomap’ board of directors or board
observation rights with most of its investmentstfog Funds.

A. Risks of Long-Term Investing through Private Equty/Private Structured Capital
Funds. One of the primary risks of a long-term investingrategy is that, if our predictions
are incorrect, a company may decline sharply ineélefore we make the decision to sell.
This risk is particularly pronounced due to theeatz® of an immediate and liquid market for
these investments. In addition, any sale of sneastment will typically take some time to
complete. The company, its competitors or its gidumay behave in ways which were not,
and in some cases could not, have been prediei&dinig to significant losses and/or a lack of
any attractive exit option.

In addition, as we do not control the managemeallgdortfolio companies, the management
of these companies may act in ways which are contosour advice and plans for their
growth or profitability.

B. Risks in General Securities investments are not guaranteed aresiors in the
Funds may lose money on their investments. Investioprospective investors in the Funds
should carefully review the detailed explanationh& many risks associated with investment
as provided in the relevant Fund’s offering memdtan.

Item 9 DISCIPLINARY INFORMATION

We are required to disclose any legal or disciplirevents that are material to a client's or
prospective client's evaluation of our advisoryibess or the integrity of our management.
Neither the Firm nor our management personnel hegpertable disciplinary events to
disclose.

Item 10 OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFF ILIATIONS

As disclosed at Item 4 of this Brochure, JeffreysTevenson and an entity controlled by him
are the sole owners of VSS Holdings.
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VSSIL is the London based affiliate of VSS. VS#lwholly owned by VSS Holdings
through its ownership of VS&A International Holdsyd-LC. VSSIL is registered with the
U.K. Financial Conduct Authority and is engagedM85 and acting on behalf of the General
Partners of the Funds to provide services in Eyrimgiuding but not limited to: identifying
suitable investment opportunities; undertakinggheparation required for the initial
approach to potential sellers and gaining theipsupfor a proposed transaction; validating
an investment opportunity for the Funds by refeeeiocthe market dynamics and competitive
position of the target business and by undertaiimgnalysis of existing management;
preparing financial projections and undertakingeotimancial, legal, business and
environmental due diligence; preparing further ficial projections reflecting the proposed
business strategy, including an assessment ofafadio acquisition opportunities and product
diversification and a sensitivity analysis, alivafich will assist VSS to decide whether or not
to proceed with an investment proposal; advising W8 the documentation associated with
an investment proposal, including the sale andimase agreement and relevant employment
contracts and, where requested, assisting VSSetuifg suitable co-investors and other
sources of finance; monitoring investments underaky VSS and advising from time to
time in relation to any such investment; assisWi&$ in the sale process of a portfolio
company; handling bank negotiations and relationbehalf of the investments.

Each of the Funds has a separate General Parith@aah General Partner is related to VSS
through common ownership and control. Each Geragher typically shares many of the
same executive officers with each other and wittsV¥S&A Equities Ill, LLC serves as
General Partner of CP lll; VSS Equities IV, LLC &3 as General Partner of CP IV; VSS
Mezzanine, LLC serves as General Partner of SGE tructured Capital I, LLC serves as
General Partner of SC IlI; VSS Structured CapitallLC serves as General Partner of SC llI;
VSS Structured Capital — Annex, LLC serves as Garieartner of SC Annex. CP Il and
VS&A Equities Il, L.P. have made final distribut®and have been dissolved.

In order to provide an option of immediate liquydib interested Limited Partners in CP I,

Mr. Stevenson offered the Limited Partners the ofymity to individually sell on a secondary
basis their interests in CP Ill to an entity colém by Mr. Stevenson in his personal capacity
at a purchase price based upon the December 34 ri#@hsset value adjusted for subsequent
distributions. All of the Limited Partners electiedaccept Mr. Stevenson’s offer and sold
their interests.

Each General Partner of a Fund will be entitledrig Carried Interest in that Fund pursuant
to the terms and conditions set forth in the appate Fund partnership agreement. Any such
Carried Interest will ultimately inure to the beneff the owners and employees of VSS.

In addition, and as disclosed at Item 5 of thisdBroe, VSS or an affiliate of VSS may
charge portfolio companies of the Funds a fee $srstance with structuring and negotiating
transactions for facilitating transactions involyiacquisitions, add-ons, or other purchases
for or sales of portfolio companies. In accordawdé the terms of each Fund’s partnership
agreement, VSS will generally offset against itsiagement fee a percentage of any such
transaction fees earned by VSS or its affiliatekease see Item 12 of this Brochure for
additional information.
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ltem 11 CODE OF ETHICS, PARTICIPATION IN CLIENT TRA NSACTIONS
AND PERSONAL TRADING

The Firm has adopted a Code of Ethics which setk the ethical standards of business
conduct that we require of our employees, includiagnpliance with applicable federal
securities laws. The Firm's Code of Ethics inctudelicies and procedures for the review of
guarterly personal securities transactions re@stsell as initial and annual securities
holdings reports that must be submitted by the Biamsociated persons. The Code of Ethics
also requires the prior approval of any employaetuisition of securities in a limited
offering (e.g., private placement) or an initiabpia offering. The Code of Ethics provides
for oversight, enforcement and recordkeeping. pyoaf the Code of Ethics is available to
our advisory clients and prospective clients, anthvestors and prospective investors in one
or more of the Funds, upon request to the Chief @iamce Officer, at the Firm’s principal
office address.

As disclosed at Item 5 of this Brochure, certaiaaiive officers and/or other employees of
VSS have invested and may invest a portion of gheisonal assets in one or more of the
Funds. In addition, certain investment profesd®paadvisors of VSS may have, as
provided in the respective partnership agreemettieofrunds, direct side by side co-
investment in one or more of the portfolio companrewhich the Funds have invested.

It is the express policy of the Firm that no persamployed by VSS or any of its affiliates
may usurp an investment opportunity which may h@agmriate for one or more of the Funds
without first presenting the opportunity to the éstment Committee, particularly when there
is limited availability for participation in the pprtunity.

As these situations represent a conflict of interee have established the following
restrictions in order to ensure its fiduciary rasgoilities:

1. No officer or employee of the Firm may prefer hiher own interest to that of an
advisory client. Co-investments are limited tol amay not exceed the maximum
aggregate percentage of the total investment madleebFund as defined in the
appropriate Fund’s partnership agreement.

2. We maintain a list of all the securities holdingsdach of our employees and anyone
associated with our advisory practice with accessivisory recommendations. These
holdings are reviewed on a regular basis by thefGompliance Officer.

3. All of our principals and employees must act inadance with all applicable Federal
and state regulations governing registered investiagvisory practices.

4. Any individual not in observance of the above mayshbject to disciplinary action up
to and including termination.
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The Advisers Act makes it unlawful for any investrhadviser, directly or indirectly, acting
as principal for its own account, to knowingly satly security to, or purchase any security
from, a client without disclosing to the clientwmiting the capacity in which the adviser is
acting and obtaining the client's consent to taegaction. This rule may apply to certain
transactions involving accounts in which investmahtisers have interests, such as private
fund investments by the Firm’s owners, principalsemployees. The SEC has indicated that
when an investment adviser and/or its controlliegspns own more than 25% of a fund’s
outstanding securities, it would be effectivelyatesd as a principal transaction if such an
account were to engage in a trade with anothentchecount or fund. Such levels of
participation in any one of the Funds by our ownprscipals or employees is limited by the
terms of each Fund’s partnership agreements antfeatng documents though side-by-side
investments are typically allowed.

Without obtaining the consent of an Investor AdwysGommittee established for each Fund,
neither VSS nor any General Partner or other aféti person shall engage in a principal
trade with that Fund (i.e., purchase from or setiusities to a Fund from a proprietary or
individual’'s account other than through side-byesiavestments) as provided for in the
respective Limited Partnership Agreement.

Item 12 BROKERAGE PRACTICES

VSS, directly or in conjunction with each Fund’sr@eal Partner or other affiliates, is
responsible for all parts of the investment cynlduding deal sourcing and origination,
investment decision-making, deal negotiation aaddaction structuring, portfolio
management (the act of overseeing the investmieatsve have made) and exit strategies.
VSS will typically make direct investments on bdladlthe Funds in privately-held
companies. Rarely will the Fund acquire securibieggublicly traded companies, except in
connection with a merger of a privately held pditf@ompany with a company that is
publicly traded.

Each direct investment is carefully structured tigto negotiations by VSS as well as various
professionals engaged by us to facilitate a pddaraleal, as appropriate. These professionals
may include attorneys, accountants, consultanfis;nration technology and due diligence
professionals and others. In addition, and adatied at Iltems 5 and 10 of this Brochure,

VSS or an affiliate of VSS may charge the portfawnpanies of the Funds fees for
assistance with structuring and negotiating trainsas. In accordance with the terms of each
Fund’s partnership agreement, VSS will offset agfaits management fee a percentage of any
such transaction fees earned by the Firm or ourabés.

Any particular transaction may or may not invollae participation of an investment bank or
broker dealer. If an investment bank or brokeleftaa involved in a Fund transaction, it is
typically because the selling company engagedfitmatto assist it in negotiating and
structuring the terms of a particular deal on @kdidf (including organization of an auction or
otherwise).

19



Acquisitions and investments are generally fundét eapital raised from the Funds’ limited
partners, but may also be partially or substagtiaianced by debt obtained by VSS. Under
these circumstances, the cash flow from the pastfmmpany generally will provide the
source for the repayment of such debt.

Of course each Fund's ultimate goal when invessinig sell or "exit" its investments in
portfolio companies for a return in excess of thegopaid. Exit scenarios have historically
included the sale of a portfolio company to a sgyat acquirer or financial buyer through a
sale of stock or assets, a merger, or an initiblipwffering.

As disclosed at Item 5 of this Brochure, VSS or@aneral Partner of each Fund was
authorized to make co-investment opportunities|alibe to Limited Partners and their
affiliates as they determined appropriate and énltbst interest of the Funds. Allocation of
such opportunities would create a conflict of iestras they are, by nature, limited, and
participation is not possible for all or even mimstestors in the Funds; as a result, VSS must
determine which investors will be given the oppnityito co-invest and which will not. To
address this conflict we have adopted written Adtaan Policies and Procedures designed to
ensure that VSS does not favor certain investoes others and that, over time, all investors
are treated fairly with respect to co-investmemarunities. Investors should note, however,
that in its allocation of co-investment opportuesti VSS will generally give priority to an
investor that brought the opportunity to VSS’s wtiten, if any.

Certain executive officers and employees of VS8 hive direct investments in one or more
of the underlying portfolio companies which the Bsimave invested in. With respect to the
existing VSS Fund, employees of VSS and its suasel may also be offered additional
opportunities, on a case-by-case basis, to co-invgmortfolio companies with the Funds.
These co-investments are limited to and may notex@ predefined total aggregate
percentage of any such investment in accordandethét respective Fund’s Limited
Partnership Agreement. No determination has bealemwhether VSS will offer to
employees investment opportunities with respebtiitiare VSS Funds.

VSS does not have any formal or informal soft-dodlaangements nor do we receive any
soft-dollar benefits from any broker, dealer orestbounterparty.

Item 13 REVIEW OF ACCOUNTS

VSS monitors the portfolio companies of each Fum@o ongoing basis. As part of the terms
of investment, VSS has also arranged for the Fuledsave one or more representatives
serving on or otherwise monitoring the Board ofdotors of many portfolio companies.

The Firm’s Investment Committee must approve attfpbo investments and dispositions

and is actively involved in analyzing each investirend reviewing those investments on an
on-going basis.

The Investment Committee typically meets weeklyeiew ongoing monitoring activities
and to evaluate potential new platform investmeandsi-on acquisitions, and divestitures. The
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Investment Committee also meets once per quartewvtew and approve quarterly carrying
values of the Funds’ respective investments. Tilma’s Investment Committee includes
Jeffrey T. Stevenson, David F. Bainbridge, J. Mar@allagy, R. Trent Hickman,
Christopher J. Russell, and Patrick N.W. TurnetheDinvestment professionals, who review
investment materials, due diligence materials angige valuable industry insight, are
included in the Investment Committee meetings,essiad.

The Funds are audited annually by an independeritfied public accountant that is both
registered with and subject to regular inspectipthe PCAOB and a copy of the audited
financials are sent to each investor on a time§iha

In addition to annual audited financials, investoreach Fund receive at least quarterly
Operations Summary Reports, capital account stattnaed unaudited combined Financial
Statements containing valuation and performancanmétion for the applicable Fund.

ltem 14 CLIENT REFERRALS AND OTHER COMPENSATION

Currently, the Funds are the firm’s only clientss disclosed at Item 4 of this Brochure, the
Funds receive unfunded or partially funded camitehmitments from investors during one or
more initial fundraising stages, after which thenésiare generally closed to new investors.
As part of our marketing efforts when launchinguad, we or our affiliates have entered into
arrangements to compensate certain persons, ingltidird-party placement agents and
others, to assist in the offer and sale of the Fupdrtnership interests. In general, these
arrangements involve the payment of a retaineafeior a percentage of either the referred
investor’s subscribed amount to the VSS Fund eh@imanagement fee collected by VSS
and attributable to the referred investor’s camtalount. Depending on the terms of these
arrangements, payments may continue for severas yellowing the final close of the VSS
Fund.

VSS may enter into additional, similar arrangemamtbe future. Although common, such
referral arrangements do create a potential cardfimterest because, in theory, the referrer
may be motivated, at least partially, by finangain and not because the VSS Funds are the
most suitable to the prospective investor's nedasaddress this potential conflict of interest,
before any subscription is accepted all referregstors are carefully screened to ensure that
the particular Fund is suitable to the prospedtivestor’s investment needs, objectives and
risk tolerance.

Other than as disclosed at Items 5, 10 and 12isfBtochure, neither VSS, nor any officer,
director or employee of VSS, receives compensdtiom third parties in connection with
providing investment advice to the Funds.

Item 15 CUSTODY

Because we act as investment adviser to the Funttlara affiliated with each Fund’'s General

Partner through common ownership and control, wedaemed to have custody of client
assets under current applicable regulatory intéaipoms. As an adviser with custody, we
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seek to have each of the Funds audited on an abhas@l by an independent public
accountant that is both registered with and sultgestgular inspection by the PCAOB. We
seek to send, directly or through a third partg, dladited financials to each Fund investor
within 120 days of the applicable Fund’s fiscal ryead.

ltem 16 INVESTMENT DISCRETION

As investment adviser to the Funds, VSS is gratitedliscretionary authority in the relevant
Fund documents to determine the investments (andrtiounts paid for the investments) that
are to be bought or sold on behalf of the Funds.

ltem 17 VOTING CLIENT SECURITIES

Because the Funds generally invest in privatelyadssecurities, VSS rarely is required to
vote proxies. Under certain limited circumstand¢esyever, VSS may be required to vote
proxies solicited by portfolio companies. Undezdl circumstances, VSS will vote proxies
in the best interest of the Funds, typically whike goal of maximizing value for the Funds
and the investors in the Funds. To that end, VRfea&vors to vote proxies in the manner that
it determines in good faith will be the most likétycause the Funds’ investments to increase
the most or decline the least in value. Considaras given to both the short and long-term
implications of the proposal to be voted on whensitering the optimal vote. VSS'
complete proxy voting policy and procedures hasilmeemorialized and is available for
review by the Investor Advisory Committee for ed&aind.

VSS or our affiliates will often closely monitoripate portfolio companies whose securities
are held by the Funds by appointing an affiliatedspn to serve on or oversee these
companies’ boards of directors and any such pearsy in this capacity, cast votes or
otherwise seek to influence company policies watspect to specific matters. In general, it is
VSS'’s policy to use its influence or vote solelythe best economic interests of the Funds and
to disclose conflicts or potential conflicts ofenest that arise to the Fund Investor Advisory
Committee. It is important to note that compamgctiors have a fiduciary duty to act in the
best interests of the company. In general, VSg&Wed that the best interests of portfolio
companies will parallel those of the Funds. Howegeskould those interests ever conflict, it is
VSS'’s policy that our affiliated person abstaimfrgasting a vote.

Item 18 FINANCIAL INFORMATION

Under no circumstances will VSS require or solicé prepayment of fees in excess of $1,200
more than six months in advance of services rexddénerefore, we are not required to
include a financial statement with this Brochure.

VSS has not been the subject of a bankruptcy petét any time during the past ten years.
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