Benefit Street Partners L.L.C.

9 West 57th Street, Suite 4920
New York, New York 10019

212-588-6700
Www.provequity.com

Part 2A of Form ADV: Firm Brochure
March 31, 2017

This brochure provides information about the qualifications and business practices of
Benefit Street Partners L.L.C. If you have any qustions about the contents of this
brochure, please contact us at 212-588-6700. Th&farmation in this brochure has not
been approved or verified by the United States Sedties and Exchange Commission (the
“SEC”) or by any state securities authority.

Additional information about Benefit Street Partners L.L.C. also is available on the
SEC’s website at www.adviserinfo.sec.gov. An inviesent adviser’'s registration with the
SEC does not imply a certain level of skill or traming.



Item 2.  Material Changes

This brochure dated March 31, 2017 serves as datefo the Adviser’s (as defined in Item
4) brochure dated March 30, 2016. While there hbgen no material changes to this
brochure, we have made certain routine updatekjding updating (a) the discussion of the
advisory business in Item 4, (b) the discussiomxgenses in Item 5, (c) the risks associated
with an investment in a Fund (as defined in Itemid)item 8 and (d) the discussion of

conflicts in Item 11.
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Item 4.  Advisory Business

For purposes of this brochure, “Adviser” means Herstreet Partners L.L.C. (“Benefit
Street”), a Delaware limited liability company, tiger (where the context permits) with
certain of its affiliates that provide advisory\sees to and/or receive advisory fees from the
Funds (as defined below). These affiliates maymay not be under common control with
Benefit Street, but generally possess substansalylar personnel and/or equity owners with
Benefit Street. These affiliates are formed fot, teegulatory or other purposes in connection
with the organization of the Funds, or serve asgadrpartners of the Funds.

Background

Benefit Street is an investment management platfidva focuses on debt-related investments
across various market sectors. Certain principhBrovidence Equity Capital Markets L.L.C.,

an affiliate of Benefit Street that pursues valasdul investments in debt instruments in
companies primarily doing business in the mediéergsinment, communications, education and
information services industries, formed Benefite®trin 2011.

The principal owners of Benefit Street are (i) TlenGGahan, through BSP Holdco, LLC, and
(i) Jonathan M. Nelson, through Providence Equity.C.

Benefit Street is a registered commodity pool ojpeErgd“CPO”) and Commodity Trading
Adviser (“CTA”") with the Commodity Futures Tradifgommission (“CFTC”) and a member
of the National Futures Association (“NFA”) withspect to certain clients for which it serves
as CPO and/or CTA.

Services

The Adviser provides investment advisory servioesinvestment vehicles, including private
funds that are not registered under the Investramhpany Act of 1940, as amended (the
“Investment Company Act”), and whose securities raoe registered under the Securities Act
of 1933, as amended (the “Securities Act”), to aartcollateralized loan obligation vehicles
("*CLO Funds”), to a non-publicly traded real estatgestment trust (the “REIT”) whose
securities are registered under the Securitiesafdt which has elected to be treated as a real
estate investment trust under Sections 856 thr&é@ghof the Internal Revenue Code of 1986,
as amended (the “Code”), and to certain separateuat clients, single-investor funds and
tailored funds. The Adviser also provides sub-smiyi services to a business development
company, certain registered investment compantes ‘@®ub-Advised Registered Funds” and,
together with the business development company,“1Bd0 Act Funds”), to certain other
collective investment vehicles (collectively witlhet 1940 Act Funds, the “Sub-Advised
Funds”). Collectively, the funds, vehicles and aggoarrangements discussed in this paragraph
may be referred to herein, as the context permgshe “Main Funds”).

The Adviser may, from time to time, establish Fumasa transaction-by-transaction basis to
allow certain persons to invest alongside one orenmdain Funds in a particular investment



opportunity (each such vehicle, a “Co-Investmenhd®u Co-Investment Funds are typically
limited to investing in securities relating to tlransaction or transactions with respect to which
they were organized. As a general matter, anyneesiment by a Co-Investment Fund will be
on terms and conditions not more favorable thantéhes and conditions of the investment by
the applicable Main Fund.

Additionally, the Adviser also organizes and serassthe general partner (or in an analogous
capacity) of certain other Funds which are “feedeghicles (each, a “Feeder Fund”) organized
to invest exclusively in another Fund, and/or alive investment vehicles (each, an

“Alternative Investment Vehicle”) organized to adds, for example, specific tax, legal,

business, accounting or regulatory-related matteats arise in connection with a transaction or
transactions.

The Main Funds, Feeder Funds and Alternative Imvest Vehicles are collectively referred to,
as the context permits, as the “Funds.”

Certain of the Funds primarily make investmentsd@bt instruments across various market
sectors. A number of Funds also invest from timeirne in equity securities, certain types of
instruments which can be considered to have eguityacteristics (such as preferred stock and
convertible instruments), and derivative instrureenCertain of the Funds focus on primarily
making investments in interests of real estate gage trusts and other real estate related debt
instruments. Subject to the terms of the appleaavisory or sub-advisory agreement, the
Adviser's advisory services include investigatinglentifying and evaluating investment
opportunities, structuring, negotiating and makimyestments on behalf of the Funds,
managing and monitoring the performance of suchestments and disposing of such
investments. The Adviser serves as the investmdwiser, sub-adviser or general partner to
the Funds in order to provide such services.

Except as may be the case for certain separatehagea accounts or Sub-Advised Funds,
investment advice is generally provided direcththe Funds and not individually to investors.

Services are provided to the Funds in accordantie am advisory agreement with each of the
Funds, sub-advisory agreements with a Fund's imest adviser, and/or organizational
documents of the applicable Fund. Investment iotisins for the Funds, if any, are generally
set forth in the organizational documents and/ocospectus and statement of additional
information (“SAI”) of the applicable Fund.

The Adviser also provides investment advice to awertlients on a non-discretionary basis.
Those services include securities analysis, adketation advice, portfolio risk analysis and
specific investment recommendations.

As of December 31, 2016, the Adviser manages $8182P,066 of client assets on a
discretionary basis and $11,992,998 of client assata non-discretionary basis.

Item 5. Fees and Compensation

The Adviser or its affiliates generally receive mgement fees or a sub-advisory fee
(collectively “Advisory Fees”) and, in certain casan Incentive Allocation (as defined below)



or similar performance-based remuneration from ddemn Fund. A Main Fund, and/or its

portfolio companies may also make other paymentshé¢oAdviser or its affiliates for services

provided to the portfolio companies which, in certeircumstances, may reduce the Advisory
Fees payable to the Adviser. Additionally, consisteith the organizational documents of a
Fund, the Fund typically bears certain out-of-pdckepenses incurred by the Adviser in
connection with the services provided to the Fund/@ the portfolio companies. Further
details about certain common fees and expenseseaiferth below.

Management Fees

In respect of each Main Fund, the Adviser is tyipigaaid a quarterly or monthly management

fee or sub-advisory fee, which is paid either iwvaagte or in arrears, in accordance with each
such Main Fund’s organizational documents or thaliegble sub-advisory agreement, by such
Main Fund. Advisory Fees paid by a Main Fund miso ebe reduced by other fees or

compensation received by the Adviser or its aféathat relate to such Main Fund’s activities
and investments, or by certain organization or o#genses borne by such Main Fund, as
described in more detail below.

Consistent with the organizational documents orisady agreements for each of the Main
Funds, management fees paid by the Main Fundsitdier eleducted from capital accounts or
biled and, in either case, are generally indisedibrne by investors in the Main Funds,
including any Feeder Funds that invest in such Mainds. The Adviser does not receive a
separate management fee directly from such FeedeusFif the fee is borne directly by the
corresponding Main Fund. The advisory agreemeriis the Funds are generally terminable
by the Funds, subject, in some cases, to an aplaligeotice period or the occurrence of
certain conditions or events. Sub-advisory agregésnare generally terminable by the primary
investment adviser, the Adviser and/or the FundporJtermination of a relevant advisory
agreement, management fees that have been prepaidtarned on a prorated basis.

The precise amount of, and the manner and calonlati, the management fees for each Fund,
if any, is disclosed in the organizational and mrfigg documents of such Fund at the time each
investor invests in the Fund, or in the relevantisady or sub-advisory agreements. Such
management fees are subject to waiver or redutiyothe Adviser for certain of the Funds.

For example, the Adviser, its affiliates, certainite principals and employees, and their family
members and related vehicles may invest in cedathe Funds, and management fees assessed
on such investments are typically substantialljuced or waived entirely. In addition, all or a
portion of such persons’ capital subscription mayniiade through reductions in or waiver of
the management fee payable to the Adviser by suwoid fn lieu of capital contributions.
Certain large or strategic investors may also lggbtd for a reduction or waiver of their fees.

Except as otherwise set forth in the organizatialmeduments of a Fund, the management fees
paid by a Fund will generally be reduced by a pawge of: (1) the amount of fees paid by
such Fund to persons acting as a placement agernnection with the offer and sale of
interests in such Fund to certain potential invest@2) the fees incurred by the Adviser in
connection with the organization of such Fund tateeds a limit specified in such Fund’'s
organizational documents and/or (3) certain OtheesF(as defined below) received by the
Adviser or its affiliates. The amount and mannéswuch reduction, if any, is set forth in the
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advisory agreement and/or organizational documeitke applicable Fund. To the extent that
an Other Fee relates to more than one Fund, thesédwill generally allocate the resulting
management fee reduction among the applicable Bund(proportion to their interest (or
prospective interest) in the portfolio company. gsme Funds do not pay management fees,
any such reduction will not benefit such Funds. €alty, the portion of Other Fees allocable
to capital invested by a Fund, co-investment vehar third-party investor that does not pay
management fees will be retained by the Adviser andh amounts will not offset any
management fees.

Other Fees and Expenses

With respect to the non-1940 Act Funds, generallyd except as otherwise set forth in the
organizational documents of a Fund, the Advisey,ilotthe case of a Sub-Advised Fund, the
Sub-Advised Fund’s adviser, will ultimately beat f@les and out-of-pocket expenses of any
placement agent that solicits investors for thedsunSuch Funds will generally bear all legal
and other expenses, including the out-of-pocketeeges of any applicable general partner,
incurred in the formation of the Funds up to an ampif any, specified in the organizational

documents of the applicable Fund. Organizationglerses in excess of any such amount
specified are typically ultimately borne by the As#r or, in the case of a Sub-Advised Fund,
the Sub-Advised Fund’s adviser.

Generally, and except as set forth in the orgaomal documents and/or advisory or sub-
advisory agreements of the applicable Fund, a Katiter than certain separate account clients,
single-investor funds, tailored funds or 1940 Aainés) will pay: (i) legal, accounting,
administrative, custodial, recordkeeping and tipiedity consulting fees for services rendered to
or for the benefit of the Fund (including, but nethited to, all fees, costs and expenses
incurred in registering the Fund for marketing my gurisdiction (including ongoing registration
fees charged by regulators and any fees, costsegpenses incurred in complying with the
disclosure reporting and other similar obligatiomsder the Alternative Investment Fund
Managers Directive, as implemented in any releyansdiction (and including any secondary
legislation, rules and/or associated guidance) amd related requirements), costs relating to
maintaining and producing the books and recordghef Fund, and any risk management
assessment expenses), fees, costs and expensgsdchgra Fund’'s administrator, custodian
and/or prime broker; and reporting and other oupadket costs relating to a Fund’s
operations, activities, investments or businegsihird party out-of-pocket expenses incurred
directly in connection with Fund investments or gweed investments, whether or not
consummated, which are not paid or reimbursed thyrd party (including, but not limited to,
research and due diligence fees and expenses; lteonisar expert fees and expenses for
sourcing, researching, conducting due diligence,, éor investment opportunities; news and
guotation subscriptions; market or industry redeaexpenses; information technology
subscription expenses; bridge financing expenses taawvel expenses in connection with
making, monitoring and disposing of investments &mdthe Adviser's personnel to attend
industry conferences (which, in each case, mayrsedass or chartered aircraft in accordance
with the Adviser’s policies)); and (iii) other omging and extraordinary expenses of the Fund
(including, but not limited to, brokerage fees ammmmissions; registration, bank service fees
and similar expenses incurred by a Fund; ratingi@gexpenses; financing, investment banking



and valuation expenses (including expenses of eamgagluation agents); filing fees, litigation
costs (including potential litigation), indemniftc@an costs and expenses, judgments and
settlements; taxes, fees or other governmentabeba(if any) required to be paid or withheld
by a Fund; indemnity or insurance policies (inahgddirectors and officers insurance and errors
and omissions insurance for the Adviser and ittiaadfs); any expenses of liquidating a Fund;
fees and expenses of any Fund advisory commitbgeenses incurred in connection with
meetings of the investors in a Fund; and expensasgred in connection with any tax audit,
investigation, settlement or review of a Fund).

Certain Funds may invest in mutual funds, exchamgded funds (“ETFs”) or other pooled
investment vehicles that include an embedded erpe&atio composed of an investment
management fee and/or carried interest paid toinvestment adviser or general partner, as
applicable, of the mutual fund, ETF or other podlegestment vehicle and other administrative
and operating expenses. As such, Funds with imesds in mutual funds, ETFs or other
pooled investment vehicles will be subject to thesfand expenses of these underlying vehicles
as well as the other types of expenses and feewilkxs herein, including the Adviser’s
management fee.

Consistent with the organizational documents orisady and/or sub-advisory agreements for
the applicable Funds, CLO Funds, separate accolierits; single-investor funds, tailored
funds, Sub-Advised Funds and 1940 Act Funds gdndraar similar expenses and, in the case
of the 1940 Act Funds, generally will also bear,oam other expenses, transfer agency and
distribution related expenses.

Except as provided above and in the organizatidloguments of a Fund, the Adviser will
typically pay ordinary operating expenses on actadinent and salaries for its personnel, and
other routine administrative expenses relating e services and facilities provided by the
Adviser to the Funds. As set forth in their orgati@nal documents, certain Funds also bear an
allocable portion of the compensation (includindaisa bonus and benefits), expenses and
overhead attributable to certain employees of tlwiger and its affiliates, including the
originations, underwriting, trading, and securiiza teams; in-house accountants, operations
personnel, legal, tax and compliance; and othefepstmnals whose functions may also include
the preparation of financial statements, invesemorts, tax returns, the administration of assets
and expenses of the Funds (including co-investnaehicles and feeder funds) and legal and
regulatory compliance with applicable laws and fagons.

From time to time, the general partner of a Fung oraate certain “special purpose vehicles”
or similar structuring vehicles for purposes of@omodating certain tax, legal and regulatory
considerations of investors (“SPVs”). In the evéhe general partner creates an SPV,
consistent with the organizational documents of thend, the SPV, and indirectly, the
investors in such SPV, will typically bear all erges related to its organization and formation
and other expenses incurred solely for the benétihe SPV.

In certain cases, a co-investment vehicle, or otiilar vehicle established to facilitate the
investment by investors to invest alongside a Foay be formed in connection with the
consummation of a transaction. In the event angestment vehicle is created, the investors in
such co-investment vehicle will typically bear alkpenses related to its organization and
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formation and other expenses incurred solely ferl@nefit of the co-investment vehicle. The
co-investment vehicle will generally bear its pegar portion of expenses incurred in the making
an investment. If a proposed transaction is netsemmated, no such co-investment vehicle
generally will have been formed, and the full amoohany expenses relating to such proposed
but not consummated transaction (“Dead Deal Cost&ild therefore be borne by the Fund
or Funds selected by the Adviser as proposed iokedbr such proposed transaction. As a
general matter, no co-investor will bear Dead DEabkts or break-up fees until they are
contractually committed to invest in the prospextiwestment.

The Adviser may utilize the services of broker-deslin connection with investments made by
a Fund, and any brokerage or other transactiors aost borne by such Fund. For additional
information regarding brokerage practices, pleaseltem 12 below.

In addition, please see Item 6 below for informatiegarding certain Incentive Allocations (as
defined below) received by affiliates of the Advise

Related Service Fees and Related Other Fees

For certain of the Funds, the Adviser or its affédis may receive other fees in addition to the
Management Fee, including commitment fees, breakeep, directors’ fees, consulting fees,
incentive fees or discounts from service providemd similar fees relating to the investments
made by a Fund and/or to monitoring, managementis@y, transaction-related, financial
advisory and other services (“Related Servicestyvigled by the Adviser or its affiliates to an
actual or prospective portfolio company, other stugent vehicles of the Funds or the Funds
themselves, including fees in connection with gtriting investments in such portfolio
companies, as well as mergers, acquisitions, addeqgnisitions, refinancings, public offerings,
sales or other dispositions and similar transastiaith respect to such portfolio companies
(“Other Fees”). Such Other Fees will generally, parposes of calculating any management
fee offset, be net of any expenses reasonably reduby the Adviser or its affiliates in
connection with such fees. Although these fees bmaysubstantial and are in addition to
management fees paid by the Funds, the Adviser nmaycertain circumstances, reduce
management fees in connection with the receipteofat of these Other Fees. The amount
and manner of such reduction is set forth in theisady agreement and/or organizational
documents of the applicable Fund. The Adviser idffiliates may provide loan servicing,
administrative and other services with respectdbt dssued by portfolio companies of a Fund
and receive servicing fees, special servicing s other similar fees and payments for such
services which are not subject to the managemente@uction arrangement described above.

The payment of Other Fees by portfolio companiesates a conflict of interest between the
Adviser and its affiliates and the Funds and threiestors because the amounts of these Other
Fees and reimbursements are often substantialtenéunds and their investors generally do
not have a direct interest in these fees and resebuwents. The Adviser determines the
amount of these fees for the services provided rmubursements in its own discretion,
subject to agreements with sellers, buyers, anchgaanent teams, the board of directors of or
lenders to portfolio companies, and/or third patctyinvestors in its transactions, and the



amount of such fees and reimbursements often witl except in connection with the
reductions described herein) be disclosed to iovesh the Funds.

The Adviser and its affiliates also engage andimetanior advisors, advisers, consultants, and
other similar professionals who are not employeegffiiates of the Adviser and who, from
time to time, receive payments from, or allocationth respect to, portfolio companies and/or
other entities. In such circumstances, such ansowitit not be deemed paid to or received by
the Adviser and its affiiates and such amount$ mat be subject to the sharing arrangements
described above. For a discussion of materialliconfof interest created by the receipt of
such fees, please see Item 11 below.

Iltem 6. Performance-Based Fees and Side-By-Side Management

Certain of the Funds pay incentive or performargsel allocations or fees or carried interest
to the Adviser or certain affiliates of the Advis@ach, an “Incentive Allocation”). The
Incentive Allocation paid by a Fund is indirectlgrbe by investors in the Fund, including any
Feeder Funds that invest in such Fund. The Ineeriilocations received by such related
persons of the Adviser conform with the requirerseset forth in Section 205 of the
Investment Advisers Act of 1940, as amended (thdvigers Act”) and, if applicable, Section
60 of the Investment Company Act. As a generaltenatCo-Investment Funds and Feeder
Funds do not directly pay any performance-basesl fee

The precise amount of, and the manner and calonlaif, the Incentive Allocation for each
Fund, if any, is disclosed in the organizational affering documents of each Fund, or, in the
case of the Sub-Advised Funds, in the applicableaslvisory agreement or in a side letter
thereto. The Incentive Allocation provisions mag subject to waiver or reduction by the
general partner or Adviser, as applicable. Fomnge, the Adviser, its affiliates, certain of its
principals and employees, and their family membemd related vehicles may invest in the
Funds, and the Incentive Allocation assessed oh swestments will typically be substantially
reduced or waived entirely. In addition, all opartion of such persons’ capital subscription
may be made through reductions in or waiver ofltieentive Allocation payable to the general
partner by such Fund in lieu of capital contribnso Certain large or strategic investors may
also be eligible for a reduction or waiver of thigicentive Allocation.

The payment by some, but not all, Funds of thertiee Allocation, and the payment of the
Incentive Allocation at varying rates by Funds tipaty an Incentive Allocation, creates an
incentive for the Adviser to disproportionatelyoatte time, services or functions to Funds
paying the Incentive Allocation or Funds paying timeentive Allocation at a higher rate.
Generally, this conflict is mitigated for the Funllg the Adviser’'s allocation procedures.
Subject to applicable investment objectives, gindsland other factors, as discussed in more
detail in Item 11 “Code of Ethics, Participation loterest in Client Transactions and Personal
Trading,” the Adviser and its affiliates generaljocate investment opportunities on a pro-rata
basis among eligible Funds and clients based upencurrent available capital of such
investment vehicle. With respect to Co-InvestmEands, this conflict is mitigated because
Co-Investment Funds invest in a portfolio compalongside one or more Main Funds in pre-
set amounts. Any Alternative Investment Vehicld generally contain terms and conditions
substantially similar to those of the Main Fundhmiespect to which it is formed and profits
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and losses of an Alternative Investment Vehicleegalty will be aggregated with those of such
Main Fund for purposes of determining distributidmg the Main Fund and the Alternative
Investment Vehicle (except as may be advisableusecaf legal, regulatory or tax constraints).

The payment by the CLO Funds of the incentive mamamt fee may create an incentive for
the Adviser to seek to maximize the yield on théateral obligations relative to investments
of higher creditworthiness. Managing the CLO Fumdsh the objective of increasing yield,
even though the Adviser is constrained by certamestment restrictions described in the CLO
Funds’ organizational documents, could result innenease in defaults or volatility and could
contribute to a decline in the aggregate markatevalf the CLO Funds’ collateral obligations.

Please see Item 11 below for information regardivey allocation of investment opportunities
and how conflicts of interest are generally addrddsy the Adviser. Please also see Item 12
below regarding trade aggregation.

ltem 7. Types of Clients

The Adviser provides investment advisory servioesthe Funds, including the Sub-Advised
Funds. Investment advice is provided directly @ tFunds and not individually to the
investors in the Funds. Investors in the Funds melyde, among others, individuals, banks,
thrift institutions, pension and profit sharing mda trusts, estates, charitable organizations,
university endowments, corporations, sovereign thefinds, limited partnerships and limited
liability companies.

The Funds do not have a minimum size, but minimavestment commitments are generally
established for investors in certain of the Fund$ie general partner or board of directors of
each Fund generally may, in their sole discretiparmit investments below the minimum
amounts set forth in the offering documents of skchd.

Iltem 8. Methods of Analysis, Investment Strategies and Ris&f Loss

Methods of Analysis and Investment Strategies

Comprehensive joint industry and sector reviewsnamily focusing on debt opportunities, are
completed on an ongoing basis in order to ideqdiential investment candidates. Moreover,
the Adviser's extensive network and relationshipghwvall Street and industry professionals
are invaluable for sourcing potential opportunitie&enerally, once a potential investment is
identified, financial modeling is introduced in tearly stages of the investment process and a
forward-looking financial model with full projectis is built. The projections typically
incorporate the Adviser's macro views, sector awslgnd individual company fundamentals.
These projections are a key driver for all subsetjgteps in the Adviser’s investment process.
Historical financials are also reviewed, with a udscon analyzing the company's operating
performance and ability to generate free cash flow.

As part of the investment process, the Adviser eggpimultiple valuation methodologies to
generate proprietary valuations and typically neeeiinformation directly from the entity (or its
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agents and/or representatives) it is investigadaga potential investment opportunity for a
Fund.

Every position is evaluated with respect to itsemtpd return and the probability of loss and
trading liquidity. Typically, each Fund’s portfolis continually rebalanced in order to maintain
proper risk weighting. The Adviser also assesdes transaction exits for a particular

investment under multiple scenarios and timelinéss various scenarios unfold, the Adviser
monitors the relationship between executable exitiesr (where one exists) and a proprietary
assessment of intrinsic value, derived as parh@fAdviser’s investment process.

The Adviser's advisory services consist of investiitg, identifying and evaluating investment

opportunities, structuring, negotiating and makimyestments on behalf of the Funds,

managing and monitoring the performance of suchestments and disposing of such

investments. Where Funds acquire an influentisitjpm, the Adviser may be in a position to

exercise influence over and add value to such im&#s. The Funds may make investments
in both publicly-listed and privately-held compamie In addition, the Adviser may provide

advice concerning the following securities andrimstents, among others:

* Bonds, convertible securities and equity securigssed by foreign or domestic issuers
and denominated in foreign currencies or U.S. Dgilla

» Private placements or other securities that are registered or are exempt from
registration under the Securities Act, such as Rd4l¢A securities;

* Bank loans, bank participations, loans, and loagir@tions;

 Domestic and international convertible securitiesluding, but not limited to (a)
convertible securities that are convertible or exgeable into equity securities of
publicly traded US companies, and (b) convertildeusities that are convertible or
exchangeable into equity securities of foreign canmgs listed on a foreign exchange or
represented by American Depository Receipts listledhe New York Stock Exchange
or the NYSE Alternext U.S., formerly known as thenétican Stock Exchange;

» Futures contracts, forward contracts, swaps, saagmticommodities, hybrid securities,
other ‘synthetic’ or derivative instruments, shdles, trades executed on margin,
credit-linked notes, credit default notes and drediaps;

* Repurchase agreements;

* Banker’s acceptances;

» Certain real estate related instruments; or
» Interests in collateralized loan obligations.

Except with respect to the 1940 Act Funds, the RHEId as may be set forth in a Fund’s
organizational documents, the Adviser’s investnstrategy is generally not subject to specific
restrictions regarding the exposure of a Fund’sralveortfolio or investments in a single
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issuer or a single industry. However, the Adviseay, from time to time, adopt internal

guidelines regarding its exposure and such invedsne The 1940 Act Funds are subject to
certain issuer diversification and industry conca&n limitations under the Investment
Company Act and related SEC guidance. The REITsubject to certain industry

concentration requirements and income tests tafyjdat treatment as a REIT under Sections
856 through 860 of the Code.

From time to time the Adviser may cause the Furmsnvest cash held by the Funds in

temporary investments on a short-term basis, pgndivestment, distribution to investors or

payments of expenses or other obligations of thedfu Such temporary investments shall
principally take the form of treasuries, agences;porate debt securities, commercial paper
and certificates of deposit.

Risks

Investing in securities involves a substantial degree of risk. A Fund may lose all or a
substantial portion of its investments, and investors in the Funds must be prepared to bear
the risk of a complete loss of their investments.

In addition, material risks relating to the investih strategies and methods of analysis
described above, and to the types of securitiekalp purchased by or for the Funds in
connection with those strategies and methods, decthe following:

Confidential Information

The Adviser may, as a holder of loans or througlott its affiliates’ management of the other
clients, be entitled to receive material, non-puliiformation regarding borrowers that may
limit the ability of a Fund, under applicable setes laws or contracts, to trade in the public
securities of such borrowers. To avoid some o$ehestrictions, the Adviser may elect not to
receive such non-public information. As a reswdt, Fund, at times, may receive less
information regarding a borrower than is availatdethe other investors in such borrower’s
loan.

Tax Risks from Investments in Portfolio Companie€eartain Clients

A Fund may be presented with attractive opportesito acquire debt of a company in which
certain clients of the Adviser or its affiiates lthoan equity interest. Under certain
circumstances, an acquisition of such debt by adFomy result in adverse U.S. tax
consequences to such company and to the Fund.ifi&dlgc if a Fund were treated as being
related to such company for U.S. tax purposes,cauisition by the Fund of such company’s
debt at a discount to the adjusted issue priceush sdebt may result in such company
recognizing cancellation of indebtedness income #rel Fund being required to treat the
discount as “original issue discount” (rather tHamarket discount”), resulting in phantom
income to investors in the Fund. It is possiblat tthe Adviser or its affiliates may decide not
to acquire such debt to avoid these or other advas consequences.
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Non-U.S. Investments Risks

Certain non-U.S. investments involve risks and spemnsiderations not typically associated
with U.S. investments, and investing outside th8.Unay involve different risk considerations
in comparison with risks of investing in the U.SheBe risks include, but are not limited to: (i)
less publicly available information; (i) varyingeMels of governmental regulation and
supervision; (iii) the difficulty of enforcing legarights in a non-U.S. jurisdiction and
uncertainties as to the status, interpretation aplication of laws; (iv) different accounting,
auditing and financial reporting standards, prastiand requirements compared to those
applicable to U.S. companies; (v) fluctuations imrency exchange rates; (vi) the risk of
nationalization or expropriation of assets or cgodtory taxation; (vii) social, economic and
political uncertainty, including war and revolutjofvii) dependence on exports and the
corresponding importance of international trade) @reater price fluctuations and market
volatility, (x) less liquidity and smaller capitadition of securities markets; (xi) higher rates of
inflation; (xii) controls on, and changes in cofgron, non-U.S. investment and limitations on
repatriation of invested capital and on the Furabgity to exchange local currencies for U.S.
dollars; (xii)) less extensive regulation of theesgties markets; (xiv) longer settlement periods
for securities transactions; and (xv) less devealoperporate laws regarding fiduciary duties
and the protection of investors. Non-U.S. marke&y toe smaller, less liquid, and subject to
greater influence by adverse events generally taftpche market. Brokerage commissions and
other transaction costs on securities exchangesnrU.S. countries are generally higher than
in the United States. Non-U.S. securities settfégmanay in some instances be subject to
delays and related administrative uncertainties. séme countries there are restrictions on
investments or investors such that the only prablc way for a Fund to invest in such
markets is by entering into swaps or other dereatransactions with its prime brokers or
others. Such transactions involve counterpart§snshich are not present in the case of direct
investments and which may not be controllable leyAlviser.

Non-U.S. Currency and Exchange Risks

To the extent that a Fund directly or indirectlyldsoassets in local currencies in countries
outside the United States, the Fund will be expase@d degree of currency risk that may
adversely affect performance. The investments Bfied that are not denominated in the U.S.
dollar are subject to the risk that the value gdaaticular currency will change in relation to
one or more other currencies. Among the factoas thay affect currency values are trade
balances, the level of short-term interest ratéferences in relative values of similar assets in
different currencies, long-term opportunities fowastment and capital appreciation and
political developments. Officials in foreign couas may from time to time take actions in
respect of their currencies that could significandffect the value of a Fund’'s assets
denominated in those currencies or the liquidityso€h investments. For example, a foreign
government may unilaterally devalue its currencyairgl other currencies, which would
typically have the effect of reducing the U.S. dolalue of investments denominated in that
currency. A foreign government may also limit g@nvertibility or repatriation of its currency
or assets denominated in that currency. A Fund, tmatyis not required to, invest in foreign
currencies, foreign currency futures contracts aptlons thereon, forward foreign currency
exchange contracts, or any combination thereofhiedging purposes, but there can be no
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assurance that such strategies will be implemerdaed, if implemented, will be effective. A
Fund may incur costs in connection with conversibetsveen various currencies. A Fund may
also conduct its non-U.S. currency exchange traisecin anticipation of funding investment
commitments or receiving proceeds upon dispositions

Hedging Risks

The Adviser may hedge some or all of a Fund’s itmests or other assets by entering into
hedging arrangements with a broker, a bank or athganizations. Hedging against a decline
in the value of an investment or other asset ofuadFdoes not completely eliminate risks
associated with fluctuations in the values of simestment or asset, or prevent losses if the
values of such investment or asset decline. Tligihg arrangements seek to establish other
positions designed to gain from those same flucinatin order to moderate the decline in the
values of the investment or asset. Therefore, hhdging arrangements will limit the
opportunity for gain if the values of the investihen asset subject to hedging should increase.
In the event of an imperfect correlation betweepoaition in a hedging arrangement and the
investment or asset that it is intended to protdwt, desired protection may not be obtained
and the Fund may be exposed to risk of loss. Mhtiad, it is often not possible to hedge
fully or perfectly against all risks, and hedgingtals its own costs. The Adviser or its
affiliates may determine in its sole discretion nothedge against certain risks, and certain
risks may exist that cannot be hedged. A Fundtging arrangements that are undertaken
through brokers, banks or other organizations sulbject the Fund to the risk of default or
insolvency of such organizations. In such eveméreé can be no assurance that any money
advanced to such organizations would be repaichatr the Fund would have any recourse in
such event of non-payment.

Lack of Diversification

A Fund may not be highly diversified. Lack of disi#ication would expose a Fund to losses
disproportionate to market declines in generahdré were disproportionately greater adverse
price movements in the particular investments Ihgla Fund. To the extent a Fund invests a
relatively high percentage of its assets in bardngoor other debt instruments of a limited
number of borrowers, a Fund wil be more susceptithan a more widely diversified
investment partnership to the negative consequenkcassingle corporate, economic, political
or regulatory event.

Valuation of llliquid Assets

The process of valuing securities for which regafvlarket quotations are not available is based
on inherent uncertainties and the resulting valaag differ from values that would have been
determined had an active market existed for suchrges and may differ from the prices at
which such securities may ultimately be sold. d{party pricing information may at times not
be available regarding certain of a Fund’s assets.

-15-



Leverage; Ability to Obtain Leverage

With respect to certain Funds, the Adviser intetwlsise leverage to achieve a higher rate of
return. While leverage presents opportunities ifareasing a Fund’s total return, it may
increase losses as well. Accordingly, any everdt thdversely affects the value of an
investment by a Fund would be magnified to the rixkeverage is used. The cumulative effect
of the use of leverage by a Fund in a market thates adversely to the Fund’s investments
could result in a loss to the Fund that would beatgr than if the Fund was not leveraged. In
connection with borrowings by a Fund, a Fund maggé its assets, subject to any limitations
set forth in the organizational documents of thpliegble Funds. If a Fund were to default
under a credit facility, the lenders under suchditrécility could foreclose on the collateral
and take possession of those assets pledged lyutite

There can be no guarantee that a Fund will be tabtébtain appropriate amounts of leverage,
or that leverage may be obtained on terms andngritiat the Adviser finds attractive. As a
result, the investments of the Fund may not berémed, or may not be leveraged at an
amount that would be most appropriate for the FurShould the appropriate amount of
leverage not be obtained or used by a Fund, tla teturns for the Fund may be lower than
they would have been had such amount of leverage bsed.

The extent to which a Fund uses leverage (direotlyindirectly) may have important
consequences to the investors in the Fund, ingdudiut not limited to, the following: (i)
greater fluctuations in the net assets of the F@idyse of cash flow for debt service, rather
than for additional investments, distributions, ather purposes; (iii) to the extent that Fund
revenues are required to meet principal paymehts,partners may be allocated income (and
therefore tax liability) in excess of cash ava#albr distribution; and (iv) in certain
circumstances the Fund may be required to seliumsnts prematurely to service its debt
obligations. There can also be no assurance tkaind will have sufficient cash flow to meet
its debt service obligations. As a result, a Farekposure to losses may be increased due to
illiquidity of its investments generally.

Risks of Derivative Instruments

Certain of the Funds engage in derivative transasti A derivative is a financial contract the
value of which depends upon, or is derived frore, ¥hlue of underlying assets, reference rates
or indices. Derivatives may relate to securitiatgrest rates, currencies or currency exchange
rates, inflation rates, commodities and relatedcex] and include foreign currency contracts,
swap contracts, options, forward contracts, re@sehor reverse repurchase agreements or
other over-the-counter contracts. A Fund may ws@/akives for many purposes, including as
a substitute for direct investment in securities obher assets, as a means to hedge other
investments and to manage liquidity and excess. cashrund also may use derivatives as a
way to adjust its exposure to various securitiegtkets and currencies without actually having
to sell existing investments and/or make new invests.

The U.S. government has enacted legislation thatiges for new regulation of the derivatives
market, including clearing, margin, reporting aegistration requirements, which may restrict a
Fund’s ability to engage in derivatives transacioor increase the cost or uncertainty involved
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in such transactions. The European Union (and smtimer countries) are implementing similar
requirements, which will affect a Fund when it esténto a derivatives transaction with a
counterparty organized in that country, or otheew@ubject to that country's derivatives
regulations. Because these requirements are ndvewaiving (and some of the rules are not
yet final), their ultimate impact remains unclear.

Under recently adopted rules and regulations, &@itns in some types of swaps (including
interest rate swaps and credit default swaps orthNAmerican and European indices) are
required to be centrally cleared. In a transacikmolving those swaps (“cleared derivatives”),
a Fund’'s counterparty is a clearing house rathan @ bank or broker. Since the Funds are
not members of a clearing house and only membees aéaring house (“clearing members”)
can participate directly in the clearing house, tnds hold cleared derivatives through
accounts at a clearing member. In cleared derestigositions, a Fund makes payments
(including margin payments) to and receives payméaim a clearing house through accounts
at clearing members. Clearing members guarantderpence of their clients’ obligations to
the clearing house.

In some ways, cleared derivative arrangements em® favorable to the Funds than bilateral
arrangements, for example, by requiring that thedSuprovide more margin for their cleared
derivatives positions. Also, as a general maitecontrast to a bilateral derivatives position,
following a period of notice to a Fund, a clearmgmber at any time can require termination
of an existing cleared derivatives position or acrease in margin requirements above those
required at the outset of a transaction. Cleahingses also have broad rights to increase
margin requirements for existing positions or tontieate those positions at any time. Any
increase in margin requirements or termination>atmg cleared derivatives positions by the
clearing member or the clearing house could interfgith the ability of a Fund to pursue its
investment strategy. Also, a Fund is subject $i ff it enters into a derivatives transaction
that is required to be cleared (or that the Adviegpects to be cleared), and no clearing
member is wiling or able to clear the transactamm the Fund’s behalf. In those cases, the
position might have to be terminated, and the Feouald lose some or all of the benefit of the
position, including loss of an increase in the galaf the position and loss of hedging
protection.

Some types of cleared derivatives are required eéoexecuted on an exchange or on swap
execution facilities (“SEFs”). A SEF is a tradiptatform where multiple market participants

can execute derivatives by accepting bids and offemde by multiple other participants in the

platform. While this execution requirement is desd to increase transparency and liquidity in
the cleared derivatives market, trading on a swegzwion facility can create additional costs

and risks for the Fund. For example, SEFs typiceliiarge fees, and if the Fund executes
derivatives on a SEF through a broker intermedidry,intermediary may impose fees as well.

Also, a Fund may indemnify a SEF, or a broker miegtiary who executes cleared derivatives
on a SEF on the Fund’s behalf, against any losse®sts that may be incurred as a result of
the Fund’s transactions on the SEF.

The U.S. government and the European Union havetadomandatory minimum margin
requirements for bilateral derivatives. Such reguents may increase the amount of margin a
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Fund needs to provide in connection with its dénes transactions and, therefore, make
derivatives transactions more expensive.

These and other new rules and regulations may, @rotimer things, further restrict a Fund’s
ability to engage in, or increase the cost to thadrFof, derivatives transactions, for example,
by making some types of derivatives no longer ab&l to the Fund or otherwise limiting

liquidity.

Derivative instruments involve risks different froand, in certain cases, greater than the risks
presented by more traditional investments. Dariggbroducts are specialized instruments that
require investment techniques and risk analysésrelift from those associated with other types
of investments. The use of a derivative requiresiaderstanding not only of the underlying
instrument, but also of the derivative itself. darticular, the use and complexity of derivatives
require the maintenance of adequate controls toitarotihe transactions entered into and the
ability to assess the risk that a derivative aada Fund’s portfolio.

Many derivative instruments also have documentatisk. Because the contract for each
over-the- counter derivative transaction is indnally negotiated with a specific counterparty,

there exists the risk that the parties may intérpantractual terms (e.g., the definition of

default) differently when a Fund seeks to enfotsecontractual rights. If that occurs, the cost
and unpredictability of the legal proceedings resplifor a Fund to enforce its contractual
rights may lead the Fund to decide not to purssi€léims against the counterparty. A Fund,
therefore, assumes the risk that it may be unablebtain payments the Adviser believes are
owed to it under derivatives instruments or thoagngents may be delayed or made only after
the Fund has incurred the costs of litigation. oAlpayment amounts calculated in connection
with standard industry conventions for resolvingtcactual issues (e.g., ISDA protocols and
auction processes) may be different than wouldeadized if a counterparty were required to
comply with the literal terms of the derivativesnt@ct (e.g., physical delivery). There is little

case law interpreting the terms of most derivatisescharacterizing their tax treatment. In

addition, the literal terms of an over-the-countentract may be applied in ways that are at
odds with the investment thesis behind the decitoenter into the contract.

Other risks in using derivatives include the risk mispricing or improper valuation of
derivatives. Many derivatives, in particular ovke-counter derivatives, are complex and their
valuation often requires modeling and judgment, civhincreases the risk of mispricing or
improper valuation, and there can be no assuramaethe pricing models employed by the
Adviser will produce valuations that are consistenth the values realized when over-the-
counter derivatives are actually closed out or .solthis valuation risk is more pronounced
when a Fund enters into over-the-counter derivativeh specialized terms because the value
of those derivatives in some cases is determingxiih by reference to similar derivatives with
more standardized terms. Improper valuations mesultr in increased cash payment
requirements to counterparties, under collatetadimaand/or errors in calculation of a Fund’s
net asset value.

Furthermore, derivatives also involve the risk tibhinges in their value may not correlate
perfectly with the assets, rates or indices they designed to track. The risk may be more
pronounced when outstanding notional amounts in riaeket exceed the amounts of the
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referenced assets. Suitable derivatives are rakable in all circumstances. For example, the
economic costs of taking some derivatives positiorsy be prohibitive. Consequently, a

Fund's use of derivatives may not always be anceffe means of furthering the Fund’s

investment objective. In addition to the riskserehced above, derivatives are subject to
market risk, counterparty risk, illiquidity riskdeverage risk, and non-U.S. currency risks,
which are discussed elsewhere in this section.

Options

Certain of the Funds invest in options. Purchapmgand call options, as well as writing such
options, are highly specialized activities and grgeeater than ordinary investment risks.
Although an option buyer’s risk is limited to thenaunt of the original investment for the
purchase of the option, an investment in an optnay be subject to greater fluctuation than is
an investment in the underlying securities. Inotlge an uncovered call writer's loss is
potentially unlimited, but in practice the losslimited by the term of existence of the call.
The risk for a writer of a put option is that thaecp of the underlying securities may fall
below the exercise price. The ability to tradeomexercise options may be restricted in the
event that trading in the underlying securitiegnast becomes restricted.

Unlike exchange-traded options, which are standeddiwith respect to the underlying

instrument, expiration date, contract size, andkestprice, the terms of over-the-counter
options (options not traded on exchanges) are ginestablished through negotiation with

the other party to the option contract. While tiyise of arrangement allows a Fund greater
flexibility to tailor an option to its needs, ovHre-counter options generally involve greater
credit risk than exchange-traded options, whichgraranteed by the clearing organization of
the exchanges where they are traded.

Swaps

Certain of the Funds utilize swaps where the Advmieves such investments will further the
objectives of the Fund. Notional amounts of swapndactions are not subject to any
limitations, and swap contracts may expose a Fondnlimited risk of loss. Swaps may be
used as an alternative to futures contracts. Boetktent a Fund invests in repos, swaps,
forwards, futures, options and other “synthetic” darivative instruments, a Fund would be
subject to counterparty risk.

Credit Default Swaps

A Fund may directly or indirectly use credit defasivaps to take an active long or short
position with respect to the likelihood of defabif a corporate or sovereign issuer of fixed
income securities (including asset-backed secsyitidn a credit default swap, one party pays,
in effect, an insurance premium through a streampayments to another party in exchange for
the right to receive a specified return in the ¢éw@ndefault (or similar events) by one or more
third parties on their obligations. For example,purchasing a credit default swap, a Fund
may pay a premium in return for the right to puéedfied bonds or loans to the counterparty,
such as a U.S. or non-U.S. issuer or basket of @stlers, upon issuer default (or similar
events) at their par (or other agreed-upon) valRather than exchange the bonds for the par
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value, a single cash payment may be due from tbteqtion seller representing the difference
between the par value of the bonds and the cumanket value of the bonds (which may be
determined through an auction). A Fund, as thehasger in a credit default swap, bears the
risk that the investment might expire worthless.also would be subject to counterparty risk —
the risk that the counterparty may fail to satissy payment obligations to such Fund in the
event of a default (or similar event). In addifias a purchaser in a credit default swap, a
Fund’s investment would only generate income in ¢llent of an actual default (or similar
event) by the issuer of the underlying obligatioA Fund also may invest in credit default
indices, which are indices that reflect the perfamoe of a basket of credit default swaps.

A Fund also may use credit default swaps for imaest purposes by selling a credit default
swap, in which case such Fund will receive a premitom its counterparty in return for the
Fund’s taking on the obligation to pay the par ¢tner agreed-upon) value to the counterparty
upon issuer default (or similar events). As théesen a credit default swap, the Fund
effectively adds economic leverage to its portfdiecause, in addition to its total net assets,
the Fund is subject to investment exposure on thi®mal amount of the swap. If no event of
default (or similar event) occurs, the seller ofradit default swap would keep the premium
received from the counterparty and generally wodde no payment obligations, with the
exception of an initial payment made on the crel@tault swap or any margin requirements
with the credit default swap counterparty. Forddrelefault swap agreements, trigger events
for payment under the agreement vary by the typenolerlying investment (e.g., corporate
and sovereign debt, asset-backed securities, a&ulit clefault swap indices) and by jurisdiction
(e.g., United States, Europe and Asia).

The credit default swap market in high-yield se@esiis comparatively new and rapidly
evolving compared to the credit default swap maf&etmore seasoned and liquid investment
grade securities. Swap transactions that are depénupon credit events are priced
incorporating many variables including the pricaugd volatility of the common stock, potential
loss upon default and the shape of the U.S. Trgadarket curve, among other factors. As
such, there are many factors upon which marketiggahts may have divergent views. The
Adviser may also enter into credit default swapsextions, even if the credit outlook is
positive, if it believes that participants in theanketplace have incorrectly valued the
components which determine the value of a swap.

Futures and Related Options

The Adviser may buy and sell futures contracts esldted options on behalf of a Fund. A
futures contract is an agreement between two gattiebuy and sell a specific quantity of a
commodity (including a securities index or an iet#rbearing security) for a set price at a
future date. A Fund may also buy and sell call aotl options on futures or on securities
indexes in addition to or as an alternative to pasing or selling futures contracts, or, to the
extent permitted by applicable law, to earn adddlancome.

The use of futures and related options involvegagerspecial risks. Futures and options
transactions involve costs and may result in losseSertain risks arise because of the
possibility of imperfect correlations between moeens in the prices of futures and options
and movements in the prices of the underlying siesyr securities index, currencies or other
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commodities or of the securities or currencies luad’s portfolio which are the subject of the
hedge (to the extent a Fund uses futures and @pf@mhedging purposes). The successful
use of futures and options further depends on tHeisar's ability to forecast market or
interest rate movements correctly. Other riskseafiom a Fund’s potential inability to close
out its futures or options positions, and there banno assurance that a liquid secondary
market will exist for any futures contract or optiat a particular time. The use of futures and
options for purposes other than hedging is regardedspeculative. Certain regulatory
requirements may also limit a Fund’s ability to a&gg in futures and options transactions.

Short Sales

The Adviser makes short sales of investment sessir@n behalf of a Fund. In a short sale,
the seller sells a security that it does not owpictlly a security borrowed from a broker or
dealer. Because the seller remains liable to methe underlying security that it borrowed
from the broker or dealer, the seller must purchge security prior to the date on which
delivery to the broker or dealer is required. Theking of short sales exposes a Fund to the
risk of liability for the market value of the seturthat is sold, which is an unlimited risk due
to the lack of an upper limit on the price to whilsecurity may rise. In addition, there can
be no assurance that securities necessary to @vanort position will be available for
purchase or that securities will be available tabberowed by a Fund at reasonable cost. If a
request for return of borrowed securities occursadime when other short sellers of the
security are receiving similar requests, a “shajgegze” can occur, and the Fund may be
compelled to replace borrowed securities previogsiid short with purchases on the open
market at the most disadvantageous time, possiblgriaes significantly in excess of the
proceeds received in originally selling the se@sishort.

The SEC has in the past adopted interim rules rieguieporting of all short positions above a
certain de minimis threshold and is expected tgoadoles requiring monthly public disclosure
of short positions in the future. In addition, etmon-U.S. jurisdictions where a Fund may
trade have adopted reporting requirements. If diBushort positions or its strategy become
generally known, it could have a significant effext the Adviser's ability to implement its
investment strategy. In particular, it would makemore likely that other investors could
cause a “short squeeze” in the securities heldtdbypra Fund forcing a Fund to cover its
positions at a loss. Such reporting requiremerdyg atso limit the Adviser’s ability to access
management and other personnel at certain compahiee the Adviser seeks to take a short
position. In addition, if other investors engagecopycat behavior by taking positions in the
same issuers as a Fund, the cost of borrowing isesuio sell short could increase drastically
and the availability of such securities to the Faodld decrease drastically. Such events could
make a Fund unable to execute this investmenteglyat The SEC has adopted restrictions on
the short sale of securities which fall more th@npkrcent in a given day (referred to as the
“circuit breaker” or “modified uptick rule”). Itsi unclear what effect these restrictions will
have on a Fund. |If the SEC were to adopt addiisestrictions on short sales, such
restrictions could restrict a Fund’s ability to egg in short sales in certain circumstances, and
a Fund may be unable to execute this investmeatesgfy as a result The SEC and regulatory
authorities in other jurisdictions may adopt (andcertain cases have adopted) bans on short
sales of certain securities. Bans on short seffiag make it impossible for a Fund to execute
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certain investment strategies and may have a rahtiverse effect on a Fund’s ability to
achieve its investment objective and generate meturln addition, engaging in short selling
may increase the risk of a Fund becoming subjegfoteernment investigation.

Counterparty Risk

A Func is expose to counterpart risk to the exten it use: certair derivatives enter: into
repurchas agreement lend: its portfolio securitie or post: margir due to change in the
marke value of a derivative contract If & counterpart fails to mee its contractual
obligations, goes bankrupt, or otherwise experieradusiness interruption, a Fund could miss
investmer opportunitie or otherwist hold investment it would prefel to sell, resulting in
losses for the Fund.

Certair market: in whick 8 Func may effect transactior are “over-the-counte’ anc may
include unregulate private markets This expose the Func to the risk thai @ counterpart will
not settle & transactio in accordanc with its term¢ anc condition: becaus ot & disput¢ over
the term¢ of the contrac (whethe or not bon: fide) or becaus of & credii or liquidity
problem thus causini 8 Func to suffel g loss Sucl “counterpart risk” is accentuate for
contract with longel maturitie: where event: may interven:t to preven settlemen or where¢ a
Func has concentrate its transactior with & single or smal groug of counterpartie A Fund
may alsc be expose to similar risks with respec to non-U.S broker: in jurisdictions where
there are delayed settlement periods.

There can be no assurance that a counterpartpevéible or wiling to make timely settlement
payments or otherwise meet its obligations, esihec@uring unusually adverse market
conditions. If a counterparty’s obligations aret rolly secured by collateral, a Fund is
essentially an unsecured creditor of the countérpalf the counterparty defaults, a Fund will
have contractual remedies, but there is no asseitdrat a counterparty will be able to meet its
obligations pursuant to such contracts or thathe event of default, a Fund will succeed in
enforcing contractual remedies.Ever where obligation: are requirec by contrac to be
collateralizec there may be & lag betwee the day the collatera is callec for anc the day a
Func receive the collateral Counterpart risk is still preser ever if & counterparty’s
obligation: are secure by collatera becaus & Fund’s interes in collatera may not be
perfected or additional collateral may not be prtynposted as required.

Counterparty risk also may be more pronounced i&(counterparty’s obligations exceed the
amount of collateral held by a Fund (if any), @)Fund is unable to exercise its interest in
collateral upon default by the counterparty, of) (ine termination value of the instrument

varies significantly from mark-to-market value dfet instrument. When a counterparty’s
obligations are not fully secured by collaterak-ind is exposed to the risk of having limited
recourse if the counterparty defaults. These nmky be particularly acute in environments in
which financial services firms are exposed to sygterisks. During periods of market

disruptions, a Fund may have a greater need fdr waprovide collateral for large swings in

the mark-to-market obligations arising under theva#ives used by a Fund.

A Fund will be exposed to the credit risk of itsuaterparties and may also bear the risk of
settlement default. For example, although theeiselnder a repurchase agreement will be
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required to maintain the value of the securitiebjestt to the agreement in an amount
exceeding the repurchase price, default by theerselould expose a Fund, as buyer, to
possible loss due to adverse market action or delagonnection with the disposal of the
underlying obligations. Conversely, where a Fuots @as seller under a repurchase agreement
it is exposed to the risk of the buyer defaultingts obligation to return the securities when it
is required to do so, and a Fund could realizesa tm the purchase of the underlying security
to the extent that the purchase price of the uwidgrisecurity is greater than the cash
collateral posted by the buyer.

In addition, if the seller becomes involved in bamkcy or litigation proceedings, the Fund
may incur delay and costs in selling the underhysegurity or may suffer a loss of principal
and interest if a Fund is treated as an unsecureditar and is required to return the
underlying collateral to the seller’s estate.

Securities purchased or sold on a “when-issued™elayed delivery” basis involve a risk of

loss if the value of the securities to be purchasedines prior to the settlement date or if the
value of the securities to be sold increases paoa settlement date. Loans of securities also
involve risks of delay in receiving additional @iéral or in recovering the securities loaned, or
possibly loss of rights in the collateral, shouteé borrower of the securities become insolvent.

Due to the nature of a Fund’s investments, a Fuag mvest in derivatives and/or execute a
significant portion of its securities transactidhsough a limited number of counterparties and
events that affect the creditworthiness of anyhofse counterparties may have a pronounced
effect on a Fund. In addition, the creditworthsye$ a counterparty may be adversely affected
by larger than average volatility in the marketgereif the counterparty’s net market exposure
is small relative to its capital. A Fund is notstricted from dealing with any particular
counterparty or from concentrating any or all teart®ons with one counterparty. The ability
of a Fund to transact business with any one of mbeun of counterparties, the lack of any
meaningful and independent evaluation of such @patties’ financial capabilities and the
absence of a regulated market to facilitate setitemmay increase the potential for losses by a
Fund. A Fund may sustain a loss as a result ofaihee of the other party to a derivative to
comply with the terms of the derivative contract.

Custodial Risk

A Fund’s prime brokers will have custody of a Fundecurities, cash, distributions and rights
accruing to a Fund’'s securities accounts. SECsrudguire the prime brokers to maintain
physical possession and control of fully paid siiesrheld in a Fund’s account and to establish
certain reserves for the benefit of customers. &l@r, subject to these limitations, the prime
brokers generally have the ability to loan, pledged rehypothecate the securities in a Fund’s
account, as is typical market practice, and maye hmgufficient assets to meet all of its
obligations to customers in the event of an insolyeof a prime broker. In such an event, a
Fund would typically not have a right to recoves #ecurities held by the prime broker, but
would rather have only an unsecured claim agalmstprime broker and participate pro rata
with other customers of the prime broker in theceexds of the sale of customer securities.
Also, even if the prime broker has sufficient asdet meet all customer claims, there could be
a delay before a Fund receives assets to satsfglaims. In order to manage the risks
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associated with prime broker insolvency, a Fund egtgblish relationships with multiple prime
brokers. However, a Fund may not be able to ieptitential solvency concerns with respect
to a Fund’s prime brokers or to transfer assets fome prime broker to another prime broker
in a timely manner.

The prime brokers may hold a Fund’s securities ugho third parties such as clearing
corporations, other brokers or banks. In additemri;und may hold securities, cash and other
assets directly with banks or other third parties associated with the prime brokers. As a
result, a Fund may be subject to credit risk wegbpect to such third parties as well as with
respect to the prime brokers. In addition, certdim Fund’s assets may be held by non-U.S.
affiliates of a Fund’'s prime brokers and entiti¢hen than the prime brokers. Assets held by
such non-U.S. affiliates may be subject to legalimes that provide fewer or different
investment protections than the U.S. If a Fund dwas-collateralized derivative contracts, it is
likely to be an unsecured creditor of any such tewparty in the event of its insolvency.
Also, even if a Fund’s prime broker or such otherdt parties have sufficient assets to meet all
claims, there could be a delay before a Fund reseassets to satisfy its claims. A Fund may
change the brokerage arrangements described aloaryaime without notice. There are
likely to be operational and other delays assodiatgth changes in prime brokerage
arrangements.

Collateral Obligation Performance Risk

In the past, negative economic trends nationallyvals as in specific geographic areas of the
United States have resulted in an increase in diedawlts and delinquencies. Though levels of
defaults and delinquencies have decreased frompeadt levels, there is a material possibility

that economic activity in the future will be volatior will slow, and some obligors may be

significantly and negatively impacted by negativeor@mic trends. A decreased ability of

obligors to obtain refinancing (particularly as nigvels of required refinancing approach) may
result in economic decline that could delay futacenomic recoveries and cause deterioration
in loan performance generally.

Credit and Market Risks

A Fund'’s investments will entail normal credit issknd market risks (e.g., the risk that certain
market factors will cause the value of the instrotrie decline).

To the extent that a Fund invests in bank loansahdr debt instruments, the value of a Fund
may fluctuate less significantly as a result okiest rate changes than would a portfolio of
fixed-rate obligations. A Fund that invests in bdoans may still be subject to fluctuations
due to changes in an issuer’s credit quality. dditgoon, because interest rates on bank loans
only reset periodically and may not perfectly ctate with prevailing interest rates, during
such time as the interest rate of a loan is fixedch loan may be subject to the same
fluctuations due to interest rate changes as fratel-obligations of similar duration. Also, a
default on a loan that is held by a Fund or a sndde extreme increase in prevailing interest
rates may cause a decline in a Fund’s asset value.
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Public Debt

In the event that a Fund acquires fixed income ritges1 and/or other instruments that are
publicly traded, the Fund will be subject to certaherent risks. In some circumstances, a
Fund may be unable to obtain financial covenantsotiter contractual rights, including

management rights, that it might otherwise be ablebtain in making privately-negotiated

debt investments. Moreover, a Fund may not hawe same access to information in
connection with investments in public instrumengther when investigating a potential

investment or after making an investment, as coetpato a privately-negotiated debt

investment.

Bank Loans and Participations

Certain Funds will seek to invest in bank loanssiggsnents and participations. These
obligations are subject to certain special riskgluding: (i) the possible invalidation of an
investment transaction as a fraudulent conveyanderurelevant creditors’ rights laws; (i) so-
called lender-liability claims by the issuer of thbligations; (ii) environmental liabilities that

may arise with respect to collateral securing thigations; and (iv) limitations on the ability

of a Fund to enforce its rights directly with respéo participations. Successful claims by
third parties arising from these and other risksseat certain conduct by the Adviser and
certain other individuals, will be borne by the Bun

Bank Debt Ratings

The ratings that may be assigned by various cnedihg agencies to loans or other debt
instruments that may be acquired by a Fund reftady the views of those agencies.
Explanations of the significance of ratings sholbddobtained from such credit rating agencies.
No assurance can be given that ratings assignédatibe withdrawn or revised downward ff,
in the view of such credit rating agency, circumsts so warrant.

Longer Settlement for the Purchase of Bank Loans

The settlement process for the purchase of banksl@an take several days and, in certain
instances, several weeks longer than a bond trdde longer a trade is outstanding between
the counterparties may increase the risk of additioperational and settlement issues and the
potential for a Fund’s counterparty to fail to @erh.

Highly Leveraged Borrowers

Certain Funds invest in securities of highly legs@ borrowers. A borrower’s leverage may
adversely impact a Fund in a number of ways, sschreating a greater possibility of default
or bankruptcy of the borrower. It is also possitilat the pledging of collateral (if any) to
secure the securities could be found to constiutaudulent conveyance or preferential
transfer, which would be nullified or subordinatéal the rights of other creditors of the
borrower under applicable law. Additionally, degiig on the level of the capital structure in
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which a Fund acquires investments, the Fund magubgct to a greater risk of loss than if it
acquires securities higher in the capital structure

Prepayment of Obligations

Certain Funds purchase loans where the underhangtwers are not subject to any repayment
penalties, even if a borrower determines to prepayobligation early during the term of the
loan. If the loans that a Fund is invested in @nepaid without any prepayment penalties, the
Fund’s ability to achieve its investment objectivay be negatively affected.

Unsecured Loans and Collateral Impairment

In the event of a default by a borrower, a Fundhinigot receive payments to which it is
entitled and thereby could experience a declinthénvalue of its investment in the borrower.
If a Fund invests in loans that are not securecdilateral, in the event of such default the
Fund will have only an unsecured claim against iberower. In the case of loans that are
secured by collateral, while the Adviser generalifpects the value of the collateral to be
greater than the value of such secured loans, dhe \of the collateral may actually be equal
to or less than the value of such loans or mayirgedtlelow the outstanding amount of such
loans subsequent to a Fund’s investment. Theyabiflia Fund to have access to the collateral
may be limited by bankruptcy and other insolvenawd. There is no assurance that the
liquidation of the collateral securing a loan woslatisfy the borrower’s obligation in the event
of nonpayment of scheduled interest or principal, tikat the collateral could be readily
liquidated. As a result, a Fund might not recdidepayment on a secured loan investment to
which it is entitled and thereby may experienceeglide in the value of, or a loss on, the
investment.

Second-Lien Debt

Certain of the Funds invest in second-lien debticlwhentail risks, including (i) the
subordination of the Fund'’s claims to a senior lieterms of the coverage and recovery of the
collateral and (ii) the prohibition of or limitatioon the right to foreclose on a second-lien or
exercise other rights as a second-lien holder.celmtain cases, therefore, no recovery may be
available from a defaulted second-lien debt. Téhell of risk associated with investments in
second-lien debt increases to the extent such timeegs are debt of distressed or below
investment grade companies. A Fund’s ability to @onthe terms of such instruments, assign
the instruments, accept prepayments, exercise thed's remedies (through “standstill
periods”) and control decisions made in bankrugiryceedings relating to borrowers may be
limited by intercreditor arrangements if there &btdsenior to that Fund’s debt outstanding.

Term Loans, Delayed Draw Loans, or Revolvers

A Fund may invest in a variety of different typefkdebt, including but not limited to term

loans, delayed draw term loans, bridge loans, andlving loans. A term loan is a loan that
has a specified repayment schedule. A delayed dvaw is a loan that typically permits the
borrower to withdraw predetermined portions of tbgal amount borrowed at certain times. A
revolving credit facility differs from a delayedaw loan in that as the borrower repays the
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loan, an amount equal to the repayment may be Wwedoagain during the term of the
revolving credit facility. Delayed draw loans arelveolving credit facilities usually provide for
floating or variable rates of interest. If a Funates into or acquires a commitment with a
borrower regarding a delayed draw loan or a revplsech Fund will be obligated on one or
more dates in the future to lend the borrower n®ilig to an aggregate stated amount) if
called upon to do so by the borrower. These comemtsnmay have the effect of requiring
such Fund to increase its investment in a borroatea time when it might not otherwise
decide to do so (including at a time when the cowigsafinancial condition makes it unlikely
that such amounts will be repaid). Delayed drawngo@and revolvers may be subject to
restrictions on transfer, and only limited oppoities may exist to resell such instruments. As
a result, a Fund may be unable to sell such inagisnat an opportune time or may have to
resell them at less than fair market value. In ¢kient that a contractual obligation extends
beyond a Fund’s investment period, such Fund wdeldequired to meet such contractual
requirements and, if it were unable to do so, wdaddsubject to contractual penalties under
such loans. A Fund’'s obligation to meet such catti@ requirements, which may be met
through drawdowns of capital commitments, may extéeyond such Fund’s investment
period.

Lower Rated Loans and Debt Instruments

Certain of the Funds invest in loans and other dedttuments that are rated below investment
grade by the various credit rating agencies, aletrat a yield similar to non-investment grade
debt (and in comparable non-rated loans). Loarms dgebt instruments rated in the lower
rating categories are subject to greater risk e$ lof principal and interest than higher-rated
loans and debt instruments and are generally cenegidto be predominantly speculative with
respect to the borrower’'s capacity to pay interastl repay principal. They are also
considered to be subject to greater risk than tnwexst grade rated debt instruments in the
case of deterioration of general economic conditioBecause investors perceive that there are
greater risks associated with such loans and dwhtuments, the yields and prices of such
loans and debt instruments may be more volatile thase for higher-rated loans and debt
instruments. The market for lower-rated loans deldt instruments is thinner, often less liquid
and less active than that for higher-rated loand @ebt instruments, which may adversely
affect the prices at which such loans and debtrunstnts may be sold and may make it
impractical to sell such loans or debt instrumenitsshould be recognized that an economic
downturn is likely to have a negative effect on tlebt market as well as on the ability of the
borrowers of such debt, especially highly leveragedowers, to service principal and interest
payment obligations to meet their projected busirggsals or to obtain additional financing. If
a borrower of a loan owned by a Fund defaults arh doan, the Fund may incur additional
expenses to seek recovery, and the possibilityngfracovery may be subject to the expense
and uncertainty of insolvency proceedings.

Risks Associated with Non-Performing Loans

The loans purchased by the Funds may be or maymeecwn-performing and may be in
default. Furthermore, the obligor and/or relevgmirantor may also be in bankruptcy or
liguidation. There can be no assurance as to tiwuat and timing of payments with respect
to the loans. By their nature, these investmenlisrwolve a high degree of risk. Such non-
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performing loans (“NPLsS”) may require substantiadritout negotiations or restructuring that
may entail, among other things, a substantial reoludn the interest rate, a substantial write-
down of the principal of the loan and/or the defkof payments. Commercial and industrial
loans in workout and/or restructuring modes and liekruptcy or insolvency laws of non-
U.S. jurisdictions are subject to additional poigrtabilities, which may exceed the value of a
Fund’s original investment. For example, borroweften resist foreclosure on collateral by
asserting numerous claims, counterclaims and degeagainst the holder of loans, including
lender liability claims and defenses, in an effartdelay or prevent foreclosure. Even assuming
that the collateral securing each loan providegjaate security for the loans, substantial delays
could be encountered in connection with the liguaaof NPLs. In the event of a default by
a borrower, these restrictions as well as thetwahilf the borrower to file for bankruptcy
protection, among other things, may impede thetyld foreclose on or sell the collateral or
to obtain net liquidation proceeds sufficient tgpag all amounts due on the related loan. In
addition, under certain circumstances, lenders hdnee inappropriately exercised control of the
management and policies of a debtor may have thains subordinated or disallowed or may
be found liable for damages suffered by partiesaagsult of such actions. Under certain
circumstances, payments to a Fund and distribuiigna Fund to participating investors may
be reclaimed if any such payment or distributiomater determined to have been a fraudulent
conveyance or a preferential payment.

Bad Banks

Certain Funds may purchase certain assets from Baa#ts”, structures created to purchase
illiquid, non-performing or otherwise distressedets at a discount from banks. The bad bank
then sells the assets over time. The structuteadfbank-driven loan portfolio sales are unlike
those one would typically expect in the market. e Tlan sale documents under which assets
would be acquired generally contain several unifpegures. For example, the bad bank
generally provides extremely limited representaiand warranties and typically does not

provide any representation as to the title/ownprsbf the assets being sold. Rather,

prospective buyers are expected to rely on thein a@lue diligence and certain statutory

provisions may apply, allowing the bad bank to #®&#l assets notwithstanding any restrictions
that would otherwise apply at law or equity andwititstanding any contractual provisions

that would restrict such a sale. Complete dugatilte materials may not always be available
with respect to each asset, and engaging in suehddigence may be expensive and time-
consuming. There is no guarantee that a Fundbeilable to recover any amounts due on
loan portfolios purchased from bad banks, and angvery the Fund.

Financially Troubled Companies

A Fund may invest in the obligations of companieattare in weak financial condition,
experiencing poor operating results, having sulisianapital needs or negative net worth,
facing special competitive or product obsolescemublems, including companies involved in
bankruptcy or other reorganization and liquidagmoceedings. Investments in such financially
troubled companies involve significantly greateskrithan investments in non-troubled
companies, and the repayment of obligations ofmbialy troubled companies is subject to
significant uncertainties. Among the risks inhereninvestments in troubled entities is the fact
that it frequently may be difficult to obtain infoation as to the true condition of such issuers.
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Loans issued by companies in bankruptcy are algblyhirisky, as there are a number of
significant rights throughout the bankruptcy prageshich may result in losses to a Fund.
Such investments may also be adversely affectedawsg relating to, among other things,
fraudulent transfers and other voidable transfers payments, lender liability and the
bankruptcy court’s power to disallow, reduce, sdibmate or disenfranchise particular claims.
Such companies’ securities may be considered sge@)land the ability of such companies to
pay their debts on schedule could be affected lgrad interest rate movements, changes in
the general economic climate, economic factorscaffig a particular industry or specific
developments within such companies. AdditionallyFand may invest in the securities of
financially troubled companies that are non-U.Suéss. Such non-U.S. issuers may be subject
to bankruptcy and reorganization processes andepdiugs that are not comparable to those
in the United States and that may be less favorabl¢he rights of lenders. There is no
assurance that the Adviser will correctly evalu#ite value of the assets underlying the
securities or obligations purchased by a Fund erpiospects for a successful reorganization
or similar action. In any reorganization or liquida proceeding relating to a company in
which a Fund invests, such Fund may lose its emirestment, may be required to accept cash
or securities with a value less than its origimalestment and/or may be required to accept
payment over an extended period of time. Under stiumstances, the returns generated
may not compensate investors adequately for the essumed.

In liquidation (both in and out of bankruptcy) aather forms of corporate reorganization, the
risk exists that the reorganization will be unssste@ (due to, for example, failure to obtain
requisite approvals), will be delayed (for exampiatil various liabilities, actual or contingent,

have been satisfied) or will result in a distributiof cash or a new security the value of which
will be less than the purchase price of the secunitrespect of which such distribution is

made.

In certain transactions, a Fund may not be “hedgagainst market fluctuations, or, in
liguidation situations, may not accurately value #ssets of the company being liquidated. This
can result in losses, even if the proposed traisgac consummated.

High Yield Instruments

A Fund may invest in bridge loans, “high yield” hisnthat are rated in the lower rating
categories by the various credit rating agenciesomnparable non-rated securities. Securities
in the lower-rated categories and comparable ntedraecurities are subject to greater risk of
loss of principal and interest than higher-rated aomparable non-rated securities and are
generally considered to be predominantly spec@atiith respect to the borrower’s capacity to
pay interest and repay principal. They are alseegdly considered to be subject to greater
risk than securities with higher ratings or compéranon-rated securities in the case of
deterioration of general economic conditions. Beeainvestors generally perceive that there
are greater risks associated with the lower-ratetl@mparable non-rated securities, the yields
and prices of such securities may be more volttde those for higher-rated and comparable
non-rated securities. The market for lower-ratedl @omparable non-rated securities is
thinner, often less liquid, and less active thaat tfor higher-rated or comparable non-rated
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securities, which may adversely affect the prides/f@ich these securities may be sold and may
make it impractical to sell such securities.

Covenant-Lite Loans

Certain of the Funds invest in covenant-lite loawdich contain limited, if any, financial
covenants. Generally, such loans either do natimedhe obligor to maintain debt service or
other financial ratios or do not contain commontriegons on the ability of the obligor to
change significantly its operations or to entemw imther significant transactions that could
affect its ability to repay such loans. As a resalFund’'s exposure to different risks may be
increased, including with respect to liquidity, gerivolatility and ability to restructure loans,
than is the case with loans that have such regamesrand restrictions.

Convertible Securities

Certain of the Funds invest in convertible seasitiwhich are debt securities or preferred
equity securities that are exchangeable for otleat @r equity securities of the issuer at a
predetermined price. Convertible securities entitle holder to receive interest payments on
corporate debt securities or the dividend prefereon preferred equity securities until such
time as the convertible security matures, or ieated or until the holder elects to exercise
the conversion privilege. As a result of the cosin feature, convertible securities typically
offer lower interest rates than if the securitiesravnot convertible. It is possible that the
potential for appreciation on convertible secusitay be less than that of a common stock
equivalent.

Convertible securities may or may not be rated iwithe four highest categories by S&P and
Moody's and, if not so rated, would not be investitngrade. To the extent that convertible
securities are not investment grade, there wouldrbater risk as to timely repayment of the
principal of, and interest or dividends on, thoseusities.

Also, in the absence of adequate anti-dilution gioms in a convertible security, dilution in
the value of a Fund’'s holding may occur in the éviére underlying stock is subdivided,
additional securities are issued, a stock dividsndeclared or the issuer enters into another
type of corporate transaction which increases utistanding securities.

Nature of Bankruptcy Proceedings

A Fund may invest in companies that are at or hxankruptcy. The debt of companies in
financial reorganization will, in most cases, na@typcurrent interest, may not accrue interest
during reorganization, and may be adversely aftetie an erosion of the issuer’s fundamental
values. Such investments can result in a total edgprincipal.

There are a number of significant risks when inagsin companies involved in bankruptcy
proceedings, including the following: First, manyests in a bankruptcy are the product of
contested matters and adversary proceedings tbabeyond the control of the creditors.

While creditors generally are afforded an oppotiutd object to significant actions, there can
be no assurance that a bankruptcy court would pptoae actions which may be contrary to

-30-



the interests of a Fund. Second, a bankruptagfinay have adverse and permanent effects
on a company. For instance, the company may tesmarket position and key employees and
otherwise become incapable of restoring itself awviable entity. Furthermore, if the
proceeding is converted to a liquidation, the tigtion value of the company may not equal
the liquidation value that was believed to existtla¢ time of the investment. Third, the
duration of a bankruptcy proceeding is difficult poedict. A creditor’s return on investment
can be impacted adversely by delays while the plmeorganization is being negotiated,
approved by the creditors and confirmed by the hagitky court, and until it ultimately
becomes effective. Fourth, certain claims, suclclasns for taxes, wages and certain trade
claims, may have priority by law over the claimsceftain creditors. Fifth, the administrative
costs in connection with a bankruptcy proceedirg fegquently high and will be paid out of
the debtor’s estate prior to any return to creditoixth, creditors can lose their ranking and
priority in a variety of circumstances, includirfigthey exercise “domination and control” over
a debtor and other creditors can demonstrate tiegt have been harmed by such actions.
Seventh, a Fund may seek representation on creditommittees and as a member of a
creditors’ committee it may owe certain obligatiayenerally to all creditors similarly situated
that the committee represents and it may be subgectarious trading or confidentiality
restrictions. If the Adviser concludes that a Fanshembership on a creditors’ committee
entails obligations or restrictions that conflicitiwthe duties it or one of its affiliates owes to
the investors in the Fund or any clients of the i8elv or its affiliates, or that otherwise
outweigh the advantages of such membership, the Fuay not seek membership in, or may
resign from, that committee. Because a Fund wikmnify the Adviser and its affiliates or
any other person serving on a committee on beHhalfhe Fund for claims arising from
breaches of those obligations, indemnification pay® could adversely affect the return on the
Fund’s investment in a reorganization company.

Further, a Fund may invest in distressed compdmsed in Organisation for Economic Co-
operation and Development (OECD) countries andratbe-U.S. countries. Investment in the
debt of financially distressed companies domicoediside the United States involves additional
risks. Bankruptcy law and process may differ saiglly from that in the United States,

resulting in greater uncertainty as to the rightcreditors, the enforceability of such rights,

reorganization timing and the classification, setyoand treatment of claims. In certain

developing countries, although bankruptcy laws hdween enacted, the process for
reorganization remains highly uncertain.

Unadjudicated Bankruptcy Claims

A Fund may also purchase creditor claims subsequeetlhe commencement of a bankruptcy
case. With respect to buyers’ risks related topiechase of unadjudicated bankruptcy claims,
buyers generally assume recovery risk. For exgnmuler to confirmation of a plan, buyers

may assume risks related to claim treatment ungerptan, delayed recovery, or even claim
dilution in the event of substantive consolidatiof the debtors’ estates. In addition to

recovery risk generally, there are potential clapecific risks inherent in the purchase of
unadjudicated bankruptcy claims, depending on émmg of the transaction documents. For
example, if claims are not scheduled or otherwisdigputed, then claims are likely to become
subject to objections by the debtor’'s estate basedlechnical or substantive defects or other
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legal or equitable defenses. A debtor will seekhallenge the validity of claims and reduce or
potentially disallow a claim depending on the anstiances. Depending on the complexity of
the claim and the information available, the dedeassuch claims can become burdensome and
costly for the party responsible for defending tt@m, which depends on how the defense
responsibility is allocated in the claim purchasgreement. Under judicial decisions, it is
possible that such purchase may be disallowed éy#mkruptcy court if the court determines
that the purchaser has taken unfair advantage ohaaphisticated seller, which may result in
the rescission of the transaction (presumably atatfiginal purchase price) or forfeiture by the
purchaser.

Equitable Subordination.

Under common law principles that, in some casa® fihe basis for lender liability claims, if a
lender (a) intentionally takes an action that rtssur the undercapitalization of a borrower or
issuer to the detriment of other creditors of sbomrower or issuer, (b) engages in other
inequitable conduct to the detriment of such ottreditors, (c) engages in fraud with respect
to, or makes misrepresentations to, such otheritoredor (d) uses its influence as a
stockholder to dominate or control a borrower sués to the detriment of other creditors of
such borrower or issuer, a court may elect to gibate the claim of the offending lender or
bondholder to the claims of the disadvantaged tedir creditors (a remedy called “equitable
subordination”). The Funds do not intend to engageonduct that would form the basis for
a successful cause of action based upon the elgugabordination doctrine; however, because
of the nature of the debt obligations, a Fund maysbbject to claims from creditors of an
obligor that debt obligations of such obligor whiale held by the issuer should be equitably
subordinated. Certain Funds may make investmentshioh a Fund would not be the lead
creditor. It is, accordingly, possible that lend&bility or equitable subordination claims
affecting such Fund’s investment could arise withihe direct involvement of such Fund.

Third-Party Litigation

A Fund’s investment activities subject it to thekriof becoming involved in litigation by third
parties. This risk is somewhat greater where thadFexercises control of, or significant
influence over, a company’s direction. The experfsdefending against claims by third parties
and paying any amounts pursuant to settlementsdgnjents would, absent certain conduct by
the Adviser and its affiliates, be borne by the dsuwould reduce net assets and could require
investors to return to the Fund distributed captadl earnings. The Adviser and its affiliates
are entitled to be indemnified by a Fund in conieectvith such litigation, subject to certain
limitations.

Equity Risks

The market price of securities owned by a Fund g@ayup or down, sometimes rapidly or
unpredictably. A risk of investing in a Fund isaththe equity securities in its portfolio will

decline in value due to factors affecting equitycuseies markets generally or particular
industries represented in those markets. The wahdesquity securities may decline due to
general market conditions which are not specificedllated to a particular company, such as
real or perceived adverse economic conditions, gd®rn the general outlook for corporate
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earnings, changes in interest or currency rateadeerse investor sentiment generally. They
may also decline due to factors which affect aipaer industry or industries, such as labor
shortages or increased production costs and campetonditions within an industry. Other
risks of investing globally in equity securities ynaclude changes in currency exchange rates,
exchange control regulations, expropriation of tsser nationalization, imposition of
withholding taxes on dividend or interest paymertsd difficulty in obtaining and enforcing
judgments against non-U.S. entities. In additisecurities which the Adviser believes are
fundamentally undervalued or incorrectly valued nmay ultimately be valued in the capital
markets at prices and/or within the time frame Muviser anticipates. As a result, a Fund
may lose all or substantially all of its investmamntany particular instance.

Warrants

Certain Funds receive or purchase warrants orsigWarrants and rights generally give the
holder the right to receive, upon exercise, a sgcof the issuer at a stated price. Risks
associated with the use of warrants and rightggarerally similar to risks associated with the
use of options. Unlike most options, however, aats and rights are issued in specific
amounts, and warrants generally have longer tehais tptions. Warrants and rights are not
likely to be as liquid as exchange-traded optioaskbd by a recognized clearing agency. In
addition, the terms of warrants or rights may limiFund’s ability to exercise the warrants or
rights at such time, or in such quantities, asRted would otherwise wish.

Financial Market Fluctuations

General fluctuations in the market prices of semsrimay affect the value of the investments
held by a Fund. Instability in the securities neskwill also likely increase the risks inherent
in a Fund’s investments. There is no guaranteé d¢hdinary and prudent precautions for
natural and other disasters will provide an eflectconnection between the Adviser and
markets in the event of large-scale disruptionghm United States or, alternatively, in the
countries where the Adviser executes trades.

Lack of Liquidity in Markets

The markets for many securities and other investsnenwhich a Fund is invested may be

thinly traded from time to time. This lack of ligity and market depth could disadvantage a
Fund, both in the realization of the prices which gquoted and in the execution of orders at
desired prices or in desired quantities. Also, éstm and international securities exchanges
and the SEC and other regulatory authorities hawboaity to suspend trading in a particular

security without notice.

A Fund also may make investments in bank loanspanticipations, other debt instruments and
obligations and other securities senior to commquite. Although many syndicated bank

loans and other debt instruments trade in an acd@®ndary market, certain of a Fund’s
investments may be highly iliquid, and there canrf® assurance that a Fund will be able to
realize a return on such investments in a timelyymaa Consequently, dispositions of such
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investments may require a lengthy time period oy mesult in distributions of securities in
kind to investors that may or may not be marketable

Additionally, a Fund’s investments may be subjecicértain transfer restrictions that may also
contribute to illiquidity. A portion of a Fund'swwestments may consist of securities that are
subject to restrictions on resale by the Fund bexallhey were acquired in a “private
placement” transaction or because the Fund is ddemde an affiliate of the issuer of such
securities. Generally, the Fund will be able tb sech securities only under Rule 144 under
the Securities Act, which permits limited sales emd@pecified conditions, or pursuant to a
registration statement under the Securities Act.helVrestricted securities are sold to the
public, a Fund may be deemed to be an underwritepassibly a controlling person, with
respect thereto for the purposes of the Secu@sand be subject to liability as such under
the Securities Act.

Finally, a Fund’'s assets that are typically tradea liquid market may become illiquid if the
applicable trading market tightens as a result sijaificant macro-economic shock or for any
other reason.

Potential for Insufficient Investment Opportuniti€ompetition

The success of certain Funds will depend, in partsuch Fund’s ability to make investments
on advantageous terms. The business of investirdeln investments is highly competitive.
Market competition for investment opportunities lumes traditional lending institutions,
including commercial and investment banks, as asglla growing number of non-traditional
participants, such as hedge funds, private equityld, mezzanine funds, and other private
investors, as well as business development conpéB&®Cs”), and debt-focused competitors,
such as issuers of CLOs and other structured loatsf Some of these competitors may have
access to greater amounts of capital and to capatlmay be committed for longer periods of
time, access to larger research staff or otheruress, or may have different return thresholds
than a Fund, and thus these competitors may havenedjes not shared by such Fund. In
addition, competitors may have incurred, or mayhia future incur, leverage to finance their
debt investments at levels or on terms more faverddan those available to a Fund. Although
the Investment Adviser has been successful inilogatvestments in the past, a Fund may be
unable to find a sufficient number of attractivepopunities to meet its investment objectives.
Increased competition for, or a diminishment in #wailable supply of, qualifying investments
could result in lower returns on such investments.

Investment in Small Companies

There is typically no limitation on the size or ogng experience of the companies in which a
Fund may invest. Some small companies in whichuadFmay invest may lack management
depth or the ability to generate internally or abtaxternally the funds necessary for growth.
Companies with new products or services could susignificant losses if projected markets
do not materialize. Further, such companies mag,har may develop, only a regional market
for products or services and may be adverselytaffieby purely local events. Such companies
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may be small factors in their industries and mae fatense competition from larger companies
and entail a greater risk than investment in laxgenpanies.

Middle Market Companies

Certain of the Funds invest in the debt obligationssecurities of middle market and/or less
well-established companies. While middle markempanies may have potential for rapid

growth, they often involve higher risks. Middle k@t companies have more limited financial

resources than larger companies and may be unabteeét their obligations under their debt

securities that a Fund holds, which may be accomegdry a deterioration in the value of any

collateral and a reduction in the likelihood of anB realizing any guarantees it may have
obtained in connection with its investment. Middterket companies also typically have

shorter operating histories, narrower product limesl smaller market shares than larger
businesses, which tend to render them more vulleertab competitors’ actions and market

conditions, as well as general economic downturnsss publicly available information may be

available about these companies and they may nosubgect to the financial and other

reporting requirements applicable to public compsini They are more likely to depend on the
management talents and efforts of a small groupearsons; therefore, the death, disability,
resignation or termination of one or more of thg®¥sons could have a material adverse
impact on the company and, in turn, on a Fund. dMignarket companies may also have less
predictable operating results and may require anbiat additional capital to support their

operations, finance expansion or maintain their metitive position. They may also have

difficulty accessing the capital markets to meetiurfe capital needs, which may limit their

ability to grow or to repay their outstanding inteiness upon maturity.

Market Disruption and Geopolitical Risk

A Fund is subject to the risk that war, terrorissnd related geopolitical events may lead to
increased short-term market volatility and haveeaslw long-term effects on the U.S. and

world economies and markets generally, as welldagrae effects on issuers of securities and
the value of a Fund’s investments. These evemstsyel as other changes in U.S. and non-
U.S. economic and political conditions, also coaitersely affect individual issuers or related

groups of issuers, securities markets, interestsratredit ratings, inflation, investor sentiment

and other factors affecting the value of a Fundi@stments.

Cash and Other Investments

Certain of the Funds invest all or a portion ofithessets in cash or cash equivalents for
investment purposes, pending other investments sopravision of margin for derivatives

contracts. These cash equivalents must be of dugfity at the time of investment and may
include a number of money market instruments sgchegotiable or non-negotiable securities
issued by or short-term deposits with the U.S. and-U.S. governments and agencies or
instrumentalities thereof, bankers’ acceptancegh hquality commercial paper, repurchase
agreements, bank certificates of deposit, and dbom debt securities of U.S. or non-U.S.

issuers deemed to be creditworthy by the Advisek Fund may also hold interests in

investment vehicles that hold cash or cash equitale While investments in cash equivalents
generally involve relatively low risk levels, theyay produce lower than expected returns, and
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could result in losses. Investments in cash e@gnts and money market funds may also
provide less liquidity than anticipated by a Fundhe time of investment.

Other Instruments and Future Developments

A Fund may take advantage of opportunities in tiheaaof swaps, options on various
underlying instruments and swaptions and certaimrerotustomized “synthetic” or derivative
investments in the future. In addition, a Fund ntalge advantage of opportunities with
respect to certain other “synthetic” or derivatiMestruments which are not presently
contemplated for use by a Fund or which are cugremit available. To the extent such
opportunities are both consistent with a Fund’®#tment objective and legally permissible for
the Fund, special risks may apply to a Fund’s itiaests in the future.

Portfolio Turnover

The investment strategy of a Fund may require tHeis&r or its affiliates to actively trade a
Fund’s portfolio, and as a result, turnover andkbrage commission expenses of a Fund may
significantly exceed those of other investmenttistiof comparable size.

Basis Risk

Certain of the Funds invest in both bonds and trddfault swaps across different capital

structures or within the same capital structurehil®the Adviser believes bonds and credit
default swaps typically move in a correlated fashidere is no guarantee that this relationship
will hold at all times. Should a Fund’'s bond anddit default swap positions diverge or fail

to converge toward the Adviser’'s expectations,Ehad may incur a loss.

Convergence Risk

A Fund may pursue relative value strategies byntpkbng positions in securities believed to
be undervalued and short positions in securitidievasl to be overvalued. In the event that
the perceived mispricings underlying a Fund’'s trgdpositions were to fail to converge
toward, or were to diverge further from, the Adviseexpectations, a Fund may incur a loss.

Interest Rate Risk

Generally, the value of fixed income securitiesl wilange inversely with changes in interest
rates. As interest rates rise, the market valuéxel income securities tends to decrease.
Conversely, as interest rates fall, the marketevalfifixed income securities tends to increase.
This risk will be greater for long-term securitidgan for short-term securities. The Adviser
may attempt to minimize the exposure of the padfoto interest rate changes through the use
of interest rate swaps, interest rate futures andterest rate options. However, there can be
no guarantee that the Adviser will be successfullly mitigating the impact of interest rate
changes. Furthermore, when interest rates riggyneents of fixed income securities may
occur more slowly than anticipated, extending tlffecave duration of these fixed income
securities at below market interest rates and cgusieir market prices to decline. This may
cause the values of securities held by a Fund toxdxe volatile.

-36-



Non-Disclosure of Positions

In an effort to protect the confidentiality of ifsositions, certain Funds generally will not
disclose all of their positions to their investans an ongoing basis, although the Adviser, in its
sole discretion, may permit such disclosure on kcsebasis to certain investors, if it
determines that there are sufficient confidenyiaijreements and procedures in place.

Oil and Gas Risks

Investments in the oil and gas industry are suliigatertain risks, including, without limitation,
(i) environmental risks, (i) risks associated witiesreased or new legislation, particularly with
respect to (a) hydraulic fracturing, (b) the risk substantial loss of capital due to cost
overruns, (c) delays, (d) dry holes, (e) fires, €Rplosions and (g) other disasters associated
with oil and gas production (including productiohrdugh hydraulic fracturing), (i) risks
associated with relying on third parties to devetoj operate the projects in which certain
Funds invest, (iv) the risk of substantial fludctaas in commodity prices, (v) the risk of
decreased supply of oil or natural gas reserves,(@hthe risk of reduced demand for oil and
gas (whether due to conservation measures, advandesl economy, consumer demand for
alternatives to oil and gas, or other causes).

Energy Investments - Regulatory Risks

Certain funds may invest in companies in the enengjstry. Companies in the energy
industry are subject to federal, state and locat land regulations regarding issues of health,
safety, climate change and protection of the enument. Under these laws and regulations, the
companies in which a Fund may invest and/or provigiencing, and indirectly a Fund, may
become liable for penalties, damages or costsroéd@&tion or other corrective measures. Any
changes in laws or government regulations couldease the costs of doing business for the
companies in which a Fund invests and/or providemnting, which may be subject to stringent
federal, state and local laws and regulations inglato, among other things, protection of
natural resources, wetlands, endangered speciesertironment, health and safety, waste
management, waste disposal and transportation sfewand other materials. Such operations
pose risks of environmental liability, includingaleage from operations to surface or subsurface
soils, surface water or groundwater. Some enviromahdaws and regulations may impose
strict liability, joint and several liability, ordih. Therefore, in some situations, the companies
in which a Fund invests and/or provides financiogild be exposed to liability as a result of
their conduct that was lawful at the time it ocewdrror the conduct of, or conditions caused
by, third parties without regard to whether suchmpanies caused or contributed to the
conditions. Actions arising under these laws argllegions could result in the shutdown of
such companies’ operations, fines and penaltieperaktures for remediation or other
corrective measures, and claims for liability foroperty damage, exposure to hazardous
materials, exposure to hazardous waste or pergguaes. Sanctions for noncompliance with
applicable environmental laws and regulations als@y include the assessment of
administrative, civil or criminal penalties, revoiom of permits, temporary or permanent
cessation of operations in a particular locatiod &suance of corrective action orders. Such
claims or sanctions and related costs could cgwessedmpanies in which a Fund invests and/or
provides financing to incur substantial costs @asé&s and could have a material adverse effect
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on their business, financial condition, resultsoplerations and cash flows. Additionally, an
increase in regulatory requirements on oil and eqdoration and completion activities could
significantly delay or interrupt such companiesemgions. In particular, companies in which a
Fund invests and/or provides financing could becaubject to legislative and regulatory
initiatives relating to hydraulic fracturing, whidould result in increased costs and additional
operating restrictions, delays or prohibitions omduction of natural gas using hydraulic
fracturing. Additionally, various state governnem@nd regional organizations are considering
enacting new legislation and promulgating new ragmmhs governing or restricting hydraulic
fracturing or the emission of greenhouse gases Btatonary sources such as equipment and
operations.

Energy Investments - Development Risks

A Fund may invest in and/or provide financing tmjpcts and facilities at an early stage of
development, involving risks of failure to obtair substantial delays in obtaining: (i)
regulatory, environmental or other approvals ornpes; (ii) financing; and (iii) suitable
equipment supply, operating and offtake contractBhese projects involve additional
uncertainties, including the possibility that theojpcts may not be completed, operating
licenses may not be obtained, and permanent fingmoay be unavailable. Further, there is no
assurance that these projects will be profitablgenerate cash flow sufficient to service their
debt or provide a return on or recovery of amoumissted therein.

Energy Investments - Operating Risk

A Fund may invest in and/or provide financing toergiing facilities. Operation of such
facilities involves certain operational risks, whitclude: the possibility of performing below
expected levels of output, availability or effiaogn interruptions in fuel or other necessary
supplies; increases in the cost of fuel or otheressary supplies; pipeline disruptions; power
shutdowns; breakdown or failure of equipment orcpeses; accidental discharges of hazardous
materials; labor disputes; changes in law; failiwreobtain or maintain necessary governmental
permits; or catastrophic events such as fires,hgaakes, lightning, explosions, hurricanes,
tornados, floods or similar occurrences affectiniaality in which a Fund has invested and/or
provided financing or its purchasers, supplierstransporters. In addition, investments in
energy companies or facilities may involve, amotigeo risks, (i) the risk that such company
or facility is unable to obtain desirable amountsneurance at economic rates; (i) the risk that
the technology employed in an energy project vall be effective or efficient; and (i) the risk
of changes in values of companies in the energyosashose operations are affected by
changes in prices and supplies of energy fuelgnifitiant oil and gas deposits are located in
emerging markets countries where corruption andurggcmay raise significant risks, in
addition to the other risks of investing in emeggmarkets.

Energy Investments - Volatility of Prices

The success of a Fund’s investments in the enexgipis and specifically investments in oll
and gas companies, will be substantially dependpon the market prices for oil and natural
gas, both worldwide and in North America. Histolicathe markets have been volatile and
such volatility may continue to recur in the futuarious factors beyond the control of
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market participants will affect prices of oil andtaral gas, including: the worldwide and North
American supplies of oil and natural gas; the tgbiif the members of the Organization of

Petroleum Exporting Countries (OPEC) to agree td amaintain oil prices and production

controls; political instability, terrorist acts @rmed conflict in oil or natural gas producing

regions or involving transportation facilities; tpece and level of oil and natural gas imported
from non-North American countries; the level of somer demand generally, and the rate of
growth of demand for oil in China, India and otldeveloping economies; the price, availability
and acceptance of alternative fuels; the avaigbdf pipeline capacity; weather conditions;

governmental regulations, price controls and taaed; the overall economic environment.

Energy Investments - Exploration and ProductiorkRis

Certain companies in which a Fund invests may emgagthe exploration and production
("E&P”) of oil and natural gas. E&P companies armtgularly vulnerable to declines in the
demand for and prices of crude oil and natural geductions in prices for crude oil and
natural gas can cause continued production fronvengeservoir to cease being economical
earlier than it would if prices were higher, reggitin the plugging and abandonment of, and
cessation of production from, that reservoir. Irdiadn, lower commodity prices not only
reduce revenues but also can result in substadgi@hward adjustments in reserve estimates.
The accuracy of any reserve estimate is a funaifaime quality of available data, the accuracy
of assumptions regarding future commodity priced &rture exploration and development
costs and engineering and geological interpretatam judgments. Different reserve engineers
may make different estimates of reserve quantimes related revenue based on the same data.
Actual oil and gas prices, development expenditumed operating expenses will vary from
those assumed in reserve estimates, and thesaocemianay be significant. Any significant
variance from the assumptions used could resuthenactual quantity of reserves and future
net cash flow being materially different from thosstimated in reserve reports. In addition,
results from drilling, testing and production andaeges in prices after the date of reserve
estimates may result in downward revisions to swderve estimates. Substantial downward
adjustments in reserve estimates could have a latlverse effect on a given E&P
company’s financial position and results of openradi and could result in acceleration of result-
based loans or defaults thereunder. Actual amopnatduced from such reserves may similarly
vary. In addition, due to natural declines in rgesrand production, E&P companies must
economically find or acquire and develop additiorederves in order to maintain and grow
their revenues and distributions.

Energy Investments - Drilling, Exploration, Develognt and Mining Risks

A Fund may invest in companies that engage in il gas exploration and development, a
speculative business involving a high degree ok.ri®il and gas driling may involve
unprofitable and unsuccessful efforts. Companiegaged in oil and gas exploration and
development may expend significant amount of chditiing in wells that do not produce oil
or gas, or in wells that are productive but do priduce sufficient net revenues to return a
profit after driling, operating and other costsddkionally, if multiple rounds of drilling are
undertaken before oil or gas is located or produdeel investment may be carried at little or
no value, may face increased borrowing costs ggéri lending covenants, and may produce
lower returns on an aggregate or an IRR basis. ifingudeveloping and exploring for oil and
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natural gas involve many risks. These risks incletheountering unexpected formations or
pressures, premature declines of reservoirs, blots;@quipment failure and other accidents in
completing wells and otherwise, cratering, sour gasases, pipeline failures, uncontrollable
flows of oil, natural gas or well fluids, adverseather conditions, pollution, release of toxic
or otherwise hazardous substances, fires, expmsgpills and other environmental, health and
safety risks. Additionally, mining of coal or metals subject to inherent risks including

unexpected equipment or maintenance problems,tizensain geological conditions, natural

disasters, underground mine floodings, environnertealth and safety hazards, industrial
accidents, explosions caused by the ignition of doat or other explosive materials at mine
sites and fires caused by the spontaneous combusticoal and, in certain cases, periodic
labor unrest.

The risks and hazards inherent in the oil and gdssiries, some of which are enumerated
above, have the potential of causing widespreadcatastrophic environmental disasters. Such
disasters could materially and adversely harm thapanies in which a Fund invests that are

directly or indirectly responsible for causing otaeerbating such disasters or the industry as a
whole. In addition to the economic costs resultingm such disasters that the energy

companies may have to bear through liability fordHparty losses or the cessation or

suspension of operations (which amounts could leatgr than aggregate commitments, with

respect to a Fund), such disasters could causeesesputational damage to such companies
or the industry as a whole.

Energy Investments - Midstream Energy InvestmesksRi

Investments in companies owning, controlling oresting in midstream energy assets, including
oil and gas pipelines and terminals, are subjec ta@riety of risks not necessarily associated
with other types of energy investments. Such rislay include: (i) the risk that the market for
the refined products gathered by, transported ahstared in the midstream assets held by
companies in which a Fund invests may decline @ua treduction in downstream customer
base or end-user demand; (i) the risk that thel lan which midstream assets held by
companies in which a Fund invests are locatednaillbe owned by such portfolio company or
its affiliates, and therefore will be subject tgks associated with obtaining and maintaining
necessary land use rights, contracts and pernoits tmrelated third parties; (i) the risk that
Federal Energy Regulatory Commission (“FERC”) magulate tariff rates for interstate
movements of oil and gas on the pipeline systerts hecompanies in which a Fund invests in
a manner that adversely affects the profitabilityad-und’s investments in such companies; (iv)
the risk that, even if FERC permits an increaséainif rates charged on the pipeline systems
held by companies in which a Fund invests, compatifrom other pipeline systems may
prevent such companies from doing so; (v) the tlskt any reduction in the capacity of
interconnecting third-party pipelines due to tegtitne repair, reduced operating pressures or
other causes may result in a reduction of oil aad golumes transported on pipelines or
stored in terminals held by portfolio companieswhich a Fund invests, thereby potentially
adversely affecting the profitability of a Fundis/éstments in such companies; (vi) the risk that
refined oil and gas products and other hydrocarbtassported on and stored in the
midstream assets held by companies in which a Howedsts may be released into the
environment, which could cause such companies to rdmuired to make substantial
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expenditures for responsive action or governmeppsad penalties, to be liable to government
agencies or private parties for natural resoureesagjes, personal injury or property damages,
and to be subjected to significant business inptiwn; and (vii) the risk that, as a result of
their ownership or control of or investment in rieged assets such as pipelines, companies in
which a Fund invests may be subject to unfavoralliegs imposed by regulatory authorities.

Energy Investments - Natural Resources; Mineralsm@odity Risk

A Fund may make investments in natural resourcepemms, including mining companies, the
business activities of which involve significanski Natural resource companies usually have
limited production, marketing, and financial resteg and are, therefore, more vulnerable to
the adverse impact of competition and changes rkehaconditions. Other risk factors to be
considered in resource exploration, extraction distribution include price fluctuations in the
minerals and metals markets, political events,tdlatons in exchange rates, extraction rates
and costs, possible claims of indigenous peoplagjral disasters, protests by environmental
groups, mine reclamation requirements, eco-temgreontinuity of mineable reserves, changes
in market demand and supply for commodities, change technology reducing
competitiveness, environmental liability, availapilof essential infrastructure, labor relations,
industrial accidents and reclamation obligations.

Exploration programs for natural resources may mesult in exploration success. Mineral
exploration by its nature is a high-risk endeavod @onsequently there can be no assurance
that exploration by companies, or any other prgjebat may be acquired in the future, will
result in discovery of an economic mineral depcShiould a discovery be made, there is no
guarantee that it will be commercially viable.

Additionally, minerals and mining industries havecbme subject to increasing environmental
responsibility, liability and regulation. The usedadisposal of chemicals in the mining industry
is under constant legislative scrutiny and regoifatiSuch risks may result in liability to the

companies in which a Fund invests, which may aéefect a Fund’s performance.

The companies in which a Fund may invest may bgsubd commodity price risk, including,
without limitation, the price of oil and the pric# gas. The operation and cash flows of the
companies in which a Fund invests will depend, ubssantial part, upon prevailing market
prices for power, oil, gas and other natural reseswr These market prices may fluctuate
materially depending upon a wide variety of factorgluding, without limitation, weather
conditions, market supply and demand, force majewents, changes in law and a variety of
additional factors that are beyond the control ¢fuad.

Energy Investments - Renewable Energy Risks

A Fund may invest in companies that participateeinewable energy projects. The market for
renewable energy is rapidly evolving, and its fatwuccess is uncertain. If the demand or
political support for renewable energy productdsfad develop sufficiently (including as a
result of changes in market conditions, such aseeadse in the price of fossil fuels), or
changes in state or federal subsidies, compamessiments in renewable energy projects may
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be adversely affected. While renewable energy ptejeurrently enjoy, in general, widespread
support from many federal, state and local govemsand regulatory agencies, there is no
assurance that such support will continue in theréuand any reduction or elimination of
governmental support will have an adverse effecttlos development and progress of the
renewable energy market. Many renewable energye@ojrely heavily on incentives that
support the sale of energy generated from renewablagrces, including state-adopted
“Renewable Portfolio Standard” programs in the EitStates and similar programs in other
countries, which vary among states and such otlredjctions, but generally require utilities
to provide a minimum percentage or base amountledtreity from specified renewable
energy sources for a given period of time. There ba no assurance that such incentive
programs will continue. In addition, certain inveshts may be dependent on weather and
other climate conditions. For example, solar powenerators rely on the frequency and
intensity of sunlight, wind turbines upon the freqay and intensity of the wind, and
companies focused on biomass rely on the produabtibrerops, which can be adversely
affected by droughts and other weather conditions.

Risks of Investing in Real Estate and Real Estataii8ies

Certain of the Funds may invest in real estateeeithirectly or indirectly through real estate
related securities. Those Funds will usually ibvesa real estate asset on a passive basis,
giving a third-party operating partner and/or pmdpenanager a large degree of authority and
responsibility for daily management of the assefte Funds may also invest a portion of their
assets in a concentrated portfolio of real estaturgies. The Funds may in large part be
dependent on the ability of third parties to sushtdly operate the underlying real estate
assets. In the event that a Fund invest in reateesvith a joint venturer or partner, the Fund
may be unable to exercise sole decision-making oaityh(including determining when to
liquidate such assets) and will be subject to ibk that a joint venturer or partner will act
negligently or in a manner contrary to the Fundésthnterest. Movements in the overall real
estate market due, for example, to changes in pippelues, cyclical changes in the economy,
vacancies of rental properties, overbuilding, emvinental liabilities, changes in local laws,
changes in property taxes, changes in the Codehanges in interest rates could adversely
impact the Funds. In addition, the real estateurs#ges in which a Fund may invest are
potentially subject to the impact of leverage athbthe property and entity levels. For
example, the Funds may invest in real estate dpgraroperties which are highly leveraged
(through both on and off balance sheet financinghere is no assurance that there will be a
ready market for resale of investments becausestments in real-estate-related assets
generally are not liquid. llliquidity may resultoim the absence of an established market for the
investments, as well as from legal or contractaatrictions on their resale by the Funds.

Non-U.S. Real Estate Securities

Certain of the Funds may invest in the securitieszal estate companies domiciled outside the
United States, some of which may have substanidirigs of U.S. real estate assets. To the
extent they do so, the Funds will be subject to enams factors related to conducting business
in foreign countries, any of which could have andigant impact on the Funds’ operations.
Laws (particularly real estate and securities laas)l regulations, accounting and financial
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reporting standards, and general investor accesmféomation in such countries may be
different than in the United States and provide leotection to investors.

Risks of Investments in Hard Assets

Certain of the Funds may invest in hard assets aschircraft, rail cars, ships, power plants,
distribution networks, toll roads, other infrastiuwre assets and various types of machinery and
equipment. These investments are subject to rsldestruction, loss, terrorist attacks,
industry-specific regulation (e.g., pollution caoitrregulation), operating failures, labor
relations, etc. - that typically may not be preseith respect to other investments a Fund may
make. In addition, the regulation of such assst®xtensive and variable, and a Fund’s
commitment to certain of such assets (e.g., if daohd were to invest in a power plant) could
be wholly illiquid for long periods of time.

Mortgage Trust Risk

An investment in certain of the Funds will involexposure to real estate assets, including
without limitation multi-family mortgage loans pesgly owned by Freddie Mac and targeted
for securitization (“Mortgage Assets”), as well e risks associated with investments in the
Mortgage Assets and serving as Directing Certiflobatder with respect to certain trusts
issuing the Mortgage Assets (a “Trust”). Purchasdrinterests in such Funds will not hold
interests in a Trust and will have no direct inser@ a Trust, will have no voting or consent
rights in the Trust and will have no standing ocawse against the Trust or its sponsors or
their respective affiliates or any of their respextgeneral partners, investment advisors,
officers, directors, employees, partners or membdisere can be no assurance that the Trust
will achieve its investment objective. Investonssuch Funds are subject to the risk of each
Trust.

Mortgage-Backed Securities Generally

Certain of the Funds invest in mortgage-backedrgesi(“MBS”), which are securitized debt
obligations, typically issued in senior and suboatid classes and structured with various
forms of credit enhancements. The yield and paynokaracteristics of MBS differ from
traditional debt securities. Interest and principeepayments are made more frequently,
usually monthly, over the life of the mortgage leand principal generally may be prepaid at
any time because the underlying mortgage loansrginenay be prepaid at any time. MBS
are therefore subject to prepayment risk. In paldr, faster or slower prepayments than
expected on underlying mortgage loans can increalsgility and dramatically alter the yield to
maturity of an MBS, and early repayment of printipa some MBS may expose a Fund to a
lower rate of return upon reinvestment of princip#tl is also possible that the marketability of
interest-only tranches of MBS will be affected hyerest rate fluctuations.

The value of most MBS, like traditional debt seties, tends to vary inversely with changes in
interest rates. When interest rates rise, theevalu MBS generally will decline; however,
when interest rates decline, the value of MBS witepayment features may not increase as
much as other fixed income securities because pmeg# of mortgage loans tends to
accelerate during periods of declining interesesat Alternatively, during periods of rising
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interest rates, the average life of certain typeBIBS may be extended because of slower than
expected principal payments. This could in effedult in locking in a below-market interest
rate, increasing the security’s duration and redutche value of the security. Extension risk
may be heightened during periods of adverse ecanoanditions generally, as payment rates
decline due to higher unemployment levels and ofdetors.

A Fund may invest in MBS that are subordinate ghtriof payment and rank junior to other
securities. Investments in subordinated MBS inwofyreater credit risk of default than is
applicable to the senior classes. Many of the ullefalated risks of mortgages will be
magnified in subordinated securities. Default sishkay also be further pronounced in the case
of MBS secured by, or evidencing an interest imektively small or less diverse pool of
underlying loans.

In the past, developments in the market for mapggyof mortgage products (including MBS)

have resulted in substantially reduced liquidity tbese assets. Although this reduction in
liquidity has typically been most acute with regaodsub-prime assets, in the past there has
been an overall reduction in liquidity across tled# spectrum of mortgage products, and

similar developments in the future could have aveesk impact on certain of the Funds’ MBS

investments.

In addition, MBS are subject to risks relating tortgage loans and real estate assets, which
are described elsewhere in these Risk Factors. pahicular, the value of MBS may be
substantially dependent on the servicing of theedgithg asset pools and are therefore subject
to risks associated with the fraud or negligencedbydefalcation of, their servicers. In certain
circumstances, the mishandling of related docurientamay also affect the rights of
certificateholders in and to the underlying collate

Repackaged Securities

A Fund may repackage certain of the securitiest¢ating the real estate assets. Repackaged
securities are typically structured using an erttigt acquires securities of one or more issuers
(the “underlying MBS”) through the secondary marked/or in private transactions and then
sells certificates representing interests in theedging MBS. Investments in repackaged
securities are subject to many of the same riskdicaple to investments in the Trust as
described herein, as well as risks associated thg¢hunderlying mortgage loans, issuer, and
their underlying securities.

Real Estate Loans

The value of the real estate underlying the mordagns represented by the real estate assets
is subject to market conditions. Changes in tre estate market may adversely affect the
value of the collateral and thereby lower the valoebe derived from a liquidation. In
addition, adverse changes in real estate valuagase the probability of default on the
mortgage loans, as the incentive of the borroweretain equity in the property declines.
Loans may become nonperforming for a wide varidtyeasons, including, without limitation,
because the mortgaged property is too highly leyedgand, therefore, the property is unable
to generate sufficient income to meet its debt iserypayments), the property is poorly
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managed, or because the mortgaged property haghavacancy rate, has not been fully
completed or is in need of rehabilitation. Sucln-performing loans may require a substantial
amount of workout negotiations and/or restructyriich may entail, among other things, a
substantial reduction in the interest rate, capdtbn of interest payments, and a substantial
write-down of the principal of the loan.

Of paramount concern in the purchase of certifeaigpresenting interests in loans secured by
real estate is the possibility of material misreprgation or omission on the part of the
borrower or seller. Such inaccuracy or incomplessnmay adversely affect the valuation of
the real estate underlying the loans or may adlyeedtect the ability of the lender to perfect
or effectuate a lien on the real estate or othdlateoal securing the loan. A Fund may rely
upon the accuracy and completeness of represemgatitade by borrowers to the extent
reasonable, but cannot guarantee such accuraayngpleteness. Under certain circumstances,
payments to a Fund may be reclaimed if such paymertistribution is later determined to
have been a fraudulent conveyance or a prefergraiahent.

Under environmental laws, owners of property mayliddgle for the clean up and removal of
hazardous substances even where the owner wasesibnsible for placing the hazardous
substances on the property or where the property eemtaminated prior to the time the
owner took title. The kinds of hazardous substanimg which liability may be incurred
include, inter alia, chemicals and other mater@enmonly used by small businesses and
manufacturing operations. The costs of removal eedn-up of hazardous substances and
wastes can be extremely expensive and, in soma,cese exceed the value of a property. In
addition, the presence of hazardous substancesathaysely affect an owner’s ability to sell
real estate or borrow using real estate as cdlatelTo the extent that an owner of an
underlying property becomes liable for removal spshe ability of the owner to make debt
payments may be reduced, which in turn may malieradversely affect the value of the
relevant real estate assets held by a Fund. 8ynileal estate is subject to loss due to special
hazards such as floods, earthquakes and hurricaltemay be impractical or impossible to
fully insure against such hazards.

Commercial Mortgage-Backed Securities (‘CMBS”)

Certain of the Funds invest in a variety of CMBSjickh may include subordinate securities

that are subject to the first risk of loss if angdes are realized on the underlying mortgage
loans. CMBS entitle the holders thereof to recgagments that depend primarily on the cash
flow from a specified pool of commercial or multifidy mortgage loans. Consequently, CMBS

will be adversely affected by payment defaults,indelencies and losses on the underlying
commercial real estate loans. Furthermore, if 8real and leasing markets deteriorate, it could
reduce cash flow from the loan pools underlying GMBS investments. The CMBS market is

dependent upon liquidity for refinancing and wii hegatively impacted by a slowdown in the

new issue CMBS market.

Additionally, CMBS is subject to particular riskgcluding lack of standardized terms and
payment of all or substantially all of the prindipanly at maturity rather than regular
amortization of principal. Additional risks may peesented by the type and use of a particular
commercial property. The exercise of remedies andcessful realization of liquidation
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proceeds relating to CMBS may be highly depend@ainuhe performance of the servicer or
special servicer. Expenses of enforcing the unimgrlgommercial real estate loans (including
litigation expenses) and expenses of protecting pfaperties securing the commercial real
estate loans may be substantial. Consequentheiretent of a default or loss on one or more
commercial real estate loans contained in a sé&atiin, we may not recover a portion or all
of our investment.

B-Notes and Mezzanine Loans

Certain Funds may originate or invest in B-Noted arezzanine loans, which may be subject
to additional risks relating to the privately negtdd structure and terms of the transaction,
which may result in losses to such Funds.

A Fund may sell or retain the B-Notes from wholarls it originates. As a result, if a
borrower defaults, there may not be sufficient fun@émaining for B-Note owners after
payment to the A-Note owners. However, since eaahstaction is privately negotiated, B-
Notes can vary in their structural characteristind risks. For example, the rights of holders of
B-Notes to control the process following a borrowdefault may be limited in certain
investments. A Fund cannot predict the terms eheB-Note investment. Further, B-Notes
often are secured by a single property, and seatefhe increased risks associated with a
single property compared to a diversified pool @&rls and properties securing a B-Piece
investment. B-Notes also are less liquid than CMB8s a Fund may be unable to dispose of
under-performing or non-performing investments.

Certain Funds may originate mezzanine and otheorduiate loans, which take the form of
subordinate loans secured by second mortgageseounterlying property or loans secured by
a pledge of the ownership interests of either thti&yeowning the property or a pledge of the
ownership interests of the entity that owns therest in the entity owning the property.
These types of assets involve a higher degreeskfthan a long-term senior mortgage loan
secured by income-producing real property, bectusdoan may become unsecured as a result
of foreclosure by the senior lender. In the ewaind bankruptcy of the entity providing the
pledge of its ownership interests as security, mdAmay not have full recourse to the assets of
the property owning entity, or the assets of thatyemay not be sufficient to satisfy such
Fund’s loan. If a borrower defaults on a Fund’snagine or subordinate loan, or in the event
of a borrower bankruptcy, that Fund’s loan will $sgtisfied only after the senior debt is paid in
full. As a result, such Fund may not recover samall of its initial expenditure. In addition,
mezzanine loans may have higher loan-to-value gatan first mortgage loans, resulting in
less equity in the property and increasing the oloss of principal. Significant losses related
to a Fund’'s mezzanine loans may adversely affedt Swnd’'s performance and may limit such
Fund’s ability to pay distributions.

Commercial Real Estate Debt Investments

Certain of the Funds hold or (through its investteean CMBS) are exposed to commercial

real estate debt or commercial real estate sexuritCommercial real estate debt investments
are generally secured by a lien on multi-familycommercial property and are subject to risks
of delinquency and foreclosure, and risks of loga be greater than similar risks associated
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with residential mortgage loans that are securedifyle-family residential property. Special
risks are presented by hospitals, nursing homespitadity properties and certain other
property types. The ability of a borrower to repayjoan secured by an income-producing
property is dependent primarily upon the successpédration of such property, rather than
upon the liquidation value of the underlying reatage. If the net operating income of the
property is reduced, the borrower’s ability to nephe loan may be impaired. Furthermore,
the net operating income from and value of any ceroial property are subject to various
risks. Net operating income of an income-producimgjti-family property can be affected by,
among other things: property management decisigsperty location and condition,
competition from comparable types of propertiesanges in laws that increase operating
expense or limit rents that may be charged, angd teeddress environmental contamination at
the property, the occurrence of any uninsured digsaha the property, changes in national,
regional or local economic conditions, declinesagional or local real estate values, declines
in regional or local rental or occupancy ratesreases in interest rates, real estate tax rates
and other operating expenses, changes in goveramemes, regulations and fiscal policies,
including environmental legislation, acts of Goekrorism, social unrest and civil disturbances.
A multi-family property may not readily be convedtéo an alternative use in the event that the
operation of such property for its original purpdsscomes unprofitable. In such cases, the
conversion of the property to an alternative useuld/iggenerally require substantial capital
expenditures and may not be possible due to zarongnants, restrictions or agreements. The
liquidation value of any such multi-family propertgay be substantially less, relative to the
amount outstanding on the related commercial mgedaan, than would be the case if such
multi-family property were readily adaptable to @thluses.

A Fund’s commercial real estate debt portfolio maglude loans made to developers to
construct prospective projects. The primary risksstich Fund of construction loans are the
potential for cost overruns, the developer’s fgilito meet a project delivery schedule and the
inability of a developer to sell or refinance thmjpct at completion in accordance with its
business plan and repay the commercial real ekiate due to declining real estate values.
These risks could cause such Fund to have to fum@ mmoney than originally anticipated in
order to complete the project. Such Fund may aldferslosses on its commercial real estate
debt if the developer is unable to sell the projctrefinance the commercial real estate debt
investment.

Real Estate Debt Restructurings

A Fund may need to restructure its commercial eséhte debt investments if the borrowers
are unable to meet their obligations and the Advmsdieves restructuring is the best way to
maximize value. In order to preserve long-term @ala Fund may lower the interest rate on
commercial real estate debt investments in coroweatith a restructuring, which will have an
adverse impact on the Fund’s net interest incorneh $und may also determine to extend the
time to maturity and make other concessions withgbal of increasing overall value but there
IS no assurance that the results of its restrugarwill be favorable to it. It may lose some or
all of its investment even if it restructures in effort to increase value.

A Fund may be unable to restructure loans in a eratimt maximizes value, particularly if
such Fund is one of multiple creditors in a larggi@l structure. In the current environment,
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in order to maximize value a Fund may be moreyikel extend and work out a loan, rather
than pursue foreclosure. However, in situations reehilere are multiple creditors in large
capital structures, it can be particularly diffictd assess the most likely course of action that a
lender group or the borrower may take and it mag &k difficult to achieve consensus among
the lender group as to major decisions. Consequehtre could be a wide range of potential
principal recovery outcomes, the timing of whicmdae unpredictable, based on the strategy
pursued by a lender group and/or by a borrowers&hmaultiple creditor situations tend to be
associated with larger loans. If a Fund is one a@fraup of lenders, such Fund may be a
lender on a subordinated basis, and may not indepély control the decision making.
Consequently, such Fund may be unable to restri@uoan in a manner that would maximize
value.

Defaults and Foreclosures on Mortgage Loans; Entirfi@omain

Certain of the Funds may originate or make investse loans, or securities backed by loans,
that may be at the time of their acquisition, oryrb@come after acquisition, non-performing
loans. In the event of any default under a loaaatly held by a Fund or a loan underlying a
security held by a Fund, the Fund will bear a mgkloss of principal to the extent of any
deficiency between the value of the collateral angt unpaid principal and accrued interest of
the loan, which could have a material adverse etiacthe Fund’'s cash flow from operations.
Other non-performing loans may require workout riegions and/or restructuring, which may
entail, among other things, a substantial redudtiotine interest rate and/or a substantial write-
down of the original principal amount of such loan&urther, even if a restructuring were
successfully accomplished, unless the restructynogided for full amortization on or prior to
maturity and the borrower strictly complied withathrestructuring, a risk exists that upon
maturity of such loans, replacement financing wik be available and such loans may not be
repaid. In the event of the bankruptcy of a boegwthe loan to that borrower will be
deemed to be secured only to the extent of theevadithe underlying collateral at the time of
bankruptcy (as determined by the bankruptcy coting, lien securing the loan will be subject
to the avoidance powers of the bankruptcy trusteéeabtor-in-possession to the extent the
lien is unenforceable under state law, and regliziny value under such circumstances can be
an expensive and lengthy process that could hawsulsstantial negative effect on the
anticipated return on the loan and on the secbatked by such loan.

If defaulted loans are purchased by a Fund, ibssiple that the Adviser may find it necessary
or desirable to foreclose on collateral securing on more investments in loans purchased by
the Fund. The foreclosure process can be experasice lengthy (which could have a
substantial negative effect on a Fund’s anticipastdrn on the foreclosed mortgage loan), and
may be adversely affected by the operation of deategoverning the foreclosure process as
well as other creditor’s rights provided in the goung loan instruments. Inadequate
documentation of loans or assignments of loansenoheous or incomplete record keeping
with respect to loans that were formerly securitize loan pools may impair the Adviser’'s
ability to foreclose on collateral securing loanBorrowers often resist foreclosure actions by
asserting numerous claims, including lender ligbdiaims, and may also file for bankruptcy at
any time during the foreclosure process. The fosege process also tends to create a
negative public image of the collateral propertyl anay result in the disruption of ongoing
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leasing and management of the property. A Fumd/sivement in the foreclosure process may
also expose the Fund and/or its affiliates to negapublicity, adverse public sentiment,
regulatory scrutiny or legal disputes, which mayeadely impact the Fund and its anticipated
investment program.

Certain states in which the collateral securing umd®™=s commercial real estate debt and
securities is located may have laws that prohilmremthan one judicial action to enforce a
mortgage obligation, requiring the lender to exhatie real property security for such
obligation first or limiting the ability of the leler to recover a deficiency judgment from the
obligor following the lender’s realization upon thellateral, in particular if a non-judicial

foreclosure is pursued. These statutes may lingt ripht to foreclose on the property or to
realize the obligation secured by the property.

Also, in the past, mortgage loan originators haxpedgenced serious financial difficulties or
bankruptcy. The foregoing, as well as simultanemduced investor demand for mortgage
loans and mortgage-related securities and incregsedtor yield requirements, have, in the
past, caused limited liquidity in the secondary keifor mortgage-related securities, which has
adversely affected the market value of mortgagatedl securities. Should similar
developments occur in the future, a Fund’s mortgages and other investments backed by
mortgage loans could be correspondingly adverdtdgtad.

A number of local governments are considering oy n@nsider using eminent domain to seize
property underlying a Fund’s commercial real estibt investments and forgive principal on
the loans. Such seizures, if they are successiuld result in losses and write-downs relating
to a Fund’'s real estate investments and other timergs backed by mortgage loans (i.e.,
MBS), and could increase a Fund’s credit losseBesé& actions and others that state and local
governments may pursue in the future could haveadwerse effect on a Fund’'s business,
results of operations, financial condition and wetth.

Future Advance Obligations

Certain Funds may be subject to risks associateéd future advance obligations, such as
declining real estate values and operating perfoceaA Fund’s commercial real estate debt
portfolio may include loans that require the Fumdadvance future funds. Future funding

obligations subject such Fund to significant righat the property may have declined in value,
projects to be completed with the additional funasy have cost overruns and the borrower
may be unable to generate enough cash flow, orosefefinance the property, in order to

repay the commercial real estate loan due. Thes&dwould determine that a Fund needs to
fund more money than originally anticipated in ortie maximize the value of its investment

even though there is no assurance additional fgndmould be the best course of action.

Risks Associated with Servicers

In addition to risks associated with attempting goedict default and recovery rates on
mortgages that a Fund may acquire or to which ihentise has exposure, the
creditworthiness, servicing practices and viabibtythe servicers of such mortgages are also
significant risks. The servicer may be requiredntake advances in respect of delinquent
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mortgage loans. However, servicers experiencingntial difficulties may not be able to

perform these obligations. Servicers who have Bbumgnkruptcy protection may, due to

application of the provisions of bankruptcy law,t e required to advance such amounts.
Even if a servicer were able to advance amountgspect of delinquent mortgage loans, its
obligation to make such advances may be limitedhe extent that it does not expect to
recover such advances due to the deterioratingit coédhe delinquent mortgage loans. In
addition, a servicer’'s obligation to make such ades may be limited to the amount of its
servicing fee.

llliquidity and unpredictability in these marketsake it difficult to determine whether such
servicers have sufficient capital and adequatdirgjabvels to fulfill their servicing obligations
and the extent to which such servicers are sultfeategulatory risks and risk of error. A
number of originators and servicers of mortgagendohave in the past experienced serious
financial difficulties and, in some cases, haveesd bankruptcy proceedings. Such financial
difficulties may have a negative effect on the igbibf servicers to pursue collection on
mortgage loans that are experiencing increasedqielncies and defaults and to maximize
recoveries on sale of underlying properties follmyvforeclosure.

A Fund may also be exposed to these and other taskise extent it has a financial interest in
a servicer or otherwise engages in servicing aetsvi While a Fund may utilize (or replace
existing servicers with) affiliated servicers, tezan be no assurance that any such affiliated
servicer will be successful or will have a positisgact on the Fund’s performance.

Violations of Various Federal, State and Local LavMay Result in Losses on Mortgage
Loans

Violation of certain federal, state or local lawsdaregulations relating to the protection of
consumers, unfair and deceptive practices and dsletction practices may limit the ability of
a Fund, servicers and/or their affiliates to callalt or part of the principal of, or interest on,
commercial mortgage loans and, in addition, coulhjext a Fund, servicers and/or their
affiliates to damages and administrative enforceémen

Pools of Loans

In connection with the acquisition of whole or ath@ans, a Fund may be required to purchase
other types of mortgage assets as part of an Blaif@ool of mortgage assets in order to
acquire the desired loans. These other mortgagetsasnay include mortgage assets that
subject a Fund to additional risks. Acquisitionleds desirable mortgage assets may impair the
performance of a Fund and reduce returns (if amyihvestors.

Ownership of Real Estate

A Fund may come to hold indirect interests in restiate that are substantially illiquid or that
are declining in value, or both. The ownershipsoth real estate interests may have adverse
tax consequences for certain investors in a Furdl the holding and disposition of such
interests may involve additional costs to the Furdy real estate indirectly owned by a Fund
will be subject to various risks, including: adwershanges in national and local economic and
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market conditions; changes in governmental laws agilations, fiscal policies and zoning
ordinances and the related costs of compliance laws and regulations, fiscal policies and
ordinances; costs of remediation and liabilitiesoagted with environmental conditions; costs
or losses associated with personal injury or othar liability associated with the property; and
the potential for uninsured or under-insured proptrsses. If any of these or similar events
occur, it could significantly reduce a Fund’s ret@irom affected properties or investments.

Changes in Prepayment Rates

Changes in prepayment rates could reduce the whloertgage loans directly held by a Fund
or underlying a security held by a Fund.

Syndicated Investments

A Fund may originate certain investments and latgmdicate a portion of one or more
investments to other affiliated funds or third gt Thus, a Fund’s success will depend, in
part, on the ability of the Adviser and the Fundot@inate loans on advantageous terms. In
originating and purchasing loans, a Fund compet#s avbroad spectrum of lenders, some of
which may have greater financial resources thanRined. Increased competition for, or a
diminishment in the available supply of, qualifyifgans could result in lower yields on such
loans, which could reduce returns to investors e trund. The level of analytical
sophistication, both financial and legal, necesstny successful financing to companies,
particularly companies experiencing significant ibess and financial difficulties is unusually
high. There is no assurance that the Adviser eallrectly evaluate the value of the assets
collateralizing these loans or the prospects foccessful repayment or a successful
reorganization or similar action.

Syndication of Co-investments

From time to time, a Fund may make an investmeth tihie expectation of offering a portion
of its interests therein as a co-investment oppastuo investors and / or other third-party
investors. There can be no assurance (1) thand Wil be successful in syndicating such co-
investment, in whole or in part, (2) that the ahgsbf such co-investment will be consummated
in a timely manner, (3) that the syndication waké place on terms and conditions that will be
preferable for a Fund or (4) that expenses incubyed Fund with respect to such syndication
will not be substantial. If a Fund is not succelksf syndicating such co-investment, in whole
or in part, a Fund may consequently hold a gread@centration and have more exposure in
the related investment than initially was intendethjch could make a Fund more susceptible
to fluctuations in value resulting from adverse remmic and / or business conditions with
respect thereto. Moreover, an investment by a Fumdh is not syndicated to co-investors as
originally anticipated could significantly reduceFand’s overall investment returns.

Litigation and Related Risks Associated with Omgion and Servicing

Loan origination and servicing companies are ralgininvolved in legal proceedings
concerning matters that arise in the ordinary eawfstheir business. These legal proceedings
range from actions involving a single plaintiff ttass action lawsuits with potentially tens of
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thousands of class members. In addition, a nurobgarticipants in the loan origination and
servicing industry (including control persons oflustry participants) have been the subject of
regulatory actions by state regulators, includingtes attorneys general, and by the federal
government. Governmental investigations, exanonagtior regulatory actions, or private
lawsuits, including purported class action lawsuitisay adversely affect such companies’
financial results. To the extent a Fund seeksnigage in origination and/or servicing directly,
or has a financial interest in, or is otherwiseiliaféd with, an origination or servicing
company, the Fund will be subject to enhanced rgkigigation, regulatory actions and other
proceedings. As a result, a Fund may be requogohy legal fees, settlement costs, damages,
penalties or other charges, any or all of whichld¢dounaterially adversely affect the Fund and
its investments.

Risk of Investments in Litigation-Related Funding

Selecting investments in litigation-related fundingolves an assessment of the ability of the
defendant to pay a judgment or award if the casigsessful. If the defendant is unable to
pay or the plaintiff or defendant seeks to chaketige validity of the investment on legal or

professional ethics grounds, the Funds and, ircse of loans to law firms, law firms (as the

case may be) may encounter difficulties collectingir contractually agreed share of litigation

recoveries from plaintiffs selling such interestslawyers with which such law firms has a co-
counsel relationship. There can be no guarantaeddses in which the Funds invest, either
directly or through loans to law firms, will be sessful. In addition, the cases in which the
Funds directly invests or finances through loany take considerable time (whether because
of appeals or otherwise) or result in a distribotmf cash, new security or other assets, the
value of which may be less than the investment nigdihe Funds.

Contingent Liabilities

A Fund may from time to time incur contingent lidlgis in connection with an investment.
There can be no assurance that a Fund will addguaterve for its contingent liabilities and
that such liabilities will not have an adverse &ffen the Fund.

Investments in CLOs, Other Related InvestmentsRaskl Retention

Certain Funds may invest in interests in CLO séegti including the CLO Funds, and the
Adviser currently manages and expects to contiouadnage the investment portfolios of one
or more CLO Funds. Certain Funds may invest ingaifgant portion of the subordinated
debt or preferred equity tranche, commonly known tlas “equity”, of a CLO whose
investment portfolio is managed by the Adviser wr affiliates. A Fund may also invest in
various tranches of more senior debt securitiagegdy CLOSs, including those managed by
the Adviser or its affiiates, as well as in vasotranches of securities issued by CLOs
managed by third parties. Investing in CLOs orrtiag vehicles sponsored by the Adviser or
its affiliates would result in certain conflicts afiterest. See Item 11 below for more
information.

The ability of CLOs to make distributions or payidends will depend on the extent to which
payments are made on their portfolio assets andng@nother things, on the terms and
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conditions of the indentures governing the relev@hO securities. For example, tests (based
on overcollateralization, interest coverage or ofimancial ratios) may restrict a Fund’s ability,
as holder of such a CLO’s securities, to receighdibw from these investments. There is no
assurance any such performance tests will be iedtishlso, such vehicles may take actions
that delay distributions in order to preserve gginConsequently, there may be a lag, which
could be significant, between the repayment or rotkalization on a loan or other assets in
such a vehicle and the distribution of cash ouaofLO, or cash flow may be completely
restricted for the life of the CLO. Holders of there senior debt tranches of such a vehicle
will often receive current payments of principaldamterest at times when the factors
enumerated above preclude payments and distrisutiora Fund to the extent that it holds
some or all of the more junior debt and equity ¢hees of such CLO. In addition, a decline in
the credit quality of a portfolio investment due pmor operating results of the relevant
borrower or issuer, declines in the value of théateral supporting such portfolio investment
and increases in defaults, among other things, for@g such vehicles to sell certain assets at a
loss, reducing their earnings and, in turn, cademga@lly available for payment or distribution
to a Fund.

The CLO securities held by certain Funds may beslihbate to other CLO securities issued
by such CLO and to other creditors of such CLO. th® extent that any losses are incurred
by the CLO in respect of any collateral, such lesaél be borne first by the holders of the
CLO equity, and next by the most junior tranche€bO debt. The CLO equity interests that
a Fund may hold would not be secured by the CLG&i® and no person or entity other than
the CLO is required to make any distributions oe #guity interests. To the extent that the
CLO incurs any losses in respect of any collatenath losses will be borne first by the holders
of common or preferred shares or other equity adtst The assets held by private CLOs are
often less liquid than the assets held by otheedypf CLOs. This characteristic may increase
the risk that the proceeds of a private CLO’s assell be insufficient to fund a return of a
Fund’s investment when the private CLO is liquidateThe subordination of the more junior
tranches of CLO securities makes such CLO secairigieeraged investments in the assets of
the relevant CLO. Use of leverage is a speculativestment technique and involves certain
risks to investors. Although the use of leveragmeagally magnifies CLO equity’'s (and,
indirectly, a Fund’s) opportunities for gain, itsal magnifies risk of loss as well as financing
expenses. Returns to a Fund on any holding of @ €&curity will depend on the amount of
such leverage and on changes in interest rateggdehcies and losses on the underlying
assets. As a result, a Fund may receive paymantsspect of any investment in a CLO
security that are, in the aggregate, less tharotiggnal amount of its investment in such CLO
security.

In some cases, a vehicle may use a relatively 4bort credit facility or a derivative
transaction (often known as a “warehouse”) to fi@athe acquisition of loans and other assets
until a sufficient quantity of assets is accumuate permit the issuance of securities by a
CLO. Certain Funds may provide debt or equity rfeciag in connection with such
warehouses. Warehouse investments may declinalue yrior to the closing of the applicable
CLO, and, in the event that a CLO for which a Fymwvides warehouse financing is
unsuccessful at raising permanent capital, there im® no assurance that the value of the
warehouse investments upon liquidation will meetegceed the amount that such Fund and
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any senior lenders are providing in warehouse @imgn The short term focus of warehouse
investments increases the risk to a Fund that &arsel change in prevailing interest rates or
interest rate spreads could prevent a CLO fromngaisapital and could adversely affect the
value of the warehouse assets at the time thatatreejiquidated.

In addition to investing in CLO securities, cert&aonds may invest in entities that qualify as
eligible risk retainers (“Risk Retention Vehiclesfjth respect to CLO issuers. Risk retention
requirements are new regulatory developments alhdirstertain but will likely require a Risk
Retention Vehicle to hold certain credit risk fdr @ most of the life of the CLO issuer, such
that the Fund’s investments may be highly illiqguiddemption and re-sale rights are expected
to be very limited and there is no guarantee a Rwifldreceive a return of its capital or the
net asset value of its investment. A Fund’s invesiims expected to be a minority investment
with little or no ability to influence the activits of such Risk Retention Vehicle. There is no
guarantee that any Risk Retention Vehicles in whictFund will invest will satisfy the
applicable risk retention requirements or that stetjuirements or regulatory interpretations
thereof may not change over time or would not megwctions on the part of the Risk
Retention Vehicle that are ultimately adverse te tlalue of such Fund's investment. By
investing in any entity that provides managementises and serves as a risk retainer to CLO
issuers, a Fund would be indirectly exposed to dbwtractual and other expenses, liabilities
and obligations, including with respect to regufgtactions, that such entity has assumed in
providing such services to the applicable CLO issue

Business Development Companies

Certain Funds may invest in BDCs. BDCs generallyest in less mature U.S. private
companies or thinly traded U.S. public companiesciwhnvolve greater risk than well-
established publicly-traded companies. Some BD@®@xto generate income in the form of
dividends and other BDCs, during certain periodgime, may not generate such income. A
Fund will indirectly bear its proportionate shareamy management fees and other operating
expenses incurred by any BDC in which it investd ahany performance-based or incentive
fees payable by the BDCs in which it invests, idiaoin to the expenses of the BDC. These
fees and expenses would be in addition to the feegntive Allocation and expenses of the
Fund. A BDC'’s incentive fee may vary from year teay and be payable even if the value of
the BDC's portfolio declines in a given time periddcentive fees may create an incentive for
a BDC’'s manager to make investments that are mskynore speculative than would be the
case in the absence of such compensation arrangenag may also encourage the BDC's
manager to use leverage to increase the returheBDC’s investments. These limitations on
asset mix and leverage may affect the way thaBIDE raises capital. The use of leverage by
BDCs magnifies gains and losses on amounts investddincreases the risks associated with
investing in BDCs. A BDC may make investments wgtteater risk of volatility and loss of
principal than other investment options and mag &ls highly speculative.

A Fund and the Adviser may be restricted or mamheine it is not in the interests of such
Fund, the Adviser or its affiliates to acquire oeertain threshold amounts of a single BDC or
related BDCs due to certain provisions and requergs of the 1940 Act applicable to

affiliates of a BDC.
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Certain BDCs may be difficult to value since mariytiee assets of BDCs do not have readily
ascertainable market values. Therefore, such assetsnost often recorded at fair value, in

good faith, in accordance with valuation procedumdspted by such companies, which may
potentially result in material differences betweemDC'’s net asset value (“NAV”) per share

and its market value. In addition, historically, maBDCs have traded at a discount to their
NAV. To qualify and remain eligible for the speciwx treatment accorded to regulated
investment companies (“RICs”) and their sharehsldender the Code, BDCs must meet
certain source-of-income, asset diversification andual distribution requirements. If a BDC in
which a Fund invests fails to qualify as a reguaiterestment company, such BDC would be
liable for federal, and possibly state, corporaees on its taxable income and gains. Such
failure by a BDC could substantially reduce the BP@et assets and the amount of income
available for distribution to the Fund, which woufd turn decrease the total return of such
Fund. Furthermore, to the extent the BDC investpartfolio companies and instruments, or

industries, sectors or geographies in which a Rsrradso invested directly or indirectly through

other means, such Fund’'s concentration in suchfglortcompanies, instruments, industries,

sectors or geographies may be greater than thesé&dwnticipates. A Fund’s investment

restrictions will apply on direct purchases by suéind, but not with respect to indirect

purchases made by any BDC.

Business and Regulatory Risks of Private Investirentls

Legal, tax and regulatory changes could occur dutire term of a Fund that may adversely
affect such Fund. The regulatory environment foivgbe investment funds and their
investment advisers is evolving, and changes inréigeilation of private investment funds or
their investment advisers may adversely affectviddae of investments held by a Fund and the
ability of a Fund to obtain the leverage it mightherwise obtain or to pursue its trading
strategies. Additionally, changes in regulation magke it prudent to restructure one or more
Funds and the Funds will bear the cost of any seshtructuring. In addition, the securities
and futures markets are subject to comprehensatatss, regulations and margin requirements
and the SEC, other regulators and self-regulatogarizations and exchanges are authorized
to take extraordinary actions in the event of makk@ergencies. In addition, regulators are
increasingly considering the role of non-bank leadélhere is no guarantee that laws and
regulations applicable to non-bank lenders will obéange in a manner that adversely affects a
Fund, including the ability of a Fund to origindteans or otherwise restrict a Fund’s activities
in this regard, or otherwise restrict or materiafigrease the cost of business to a Fund of
pursuing all potential investment strategies antdoop.

Cybersecurity Risk

The Adviser, the Funds’ service providers and otharket participants increasingly depend on
complex information technology and communicatiogsteams to conduct business functions.
These systems are subject to a number of diffatestats or risks that could adversely affect
the Funds and their investors, despite the effoftshe Adviser and the Funds’ service
providers to adopt technologies, processes andiggadntended to mitigate these risks and
protect the security of their computer systemstware, networks and other technology assets,
as well as the confidentiality, integrity and aahility of information belonging to the Fund and
its investors. For example, unauthorized thirdtiparmay attempt to improperly access,
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modify, disrupt the operations of, or prevent asdesthese systems of the Adviser, the Funds’
service providers, counterparties or data witheséhsystems. Third parties may also attempt
to fraudulently induce employees, customers, thady service providers or other users of the
Adviser’s systems to disclose sensitive informaiimiorder to gain access to the Adviser’'s data
or that of the Funds’ investors. A successful pextiein or circumvention of the security of the
Adviser’s systems could result in the loss or tleéfan investor’s data or funds, the inability to
access electronic systems, loss or theft of prtggieinformation or corporate data, physical
damage to a computer or network system or costsciassd with system repairs. Such
incidents could cause the Funds, the Adviser oir thervice providers to incur regulatory
penalties, reputational damage, additional compdiacosts or financial loss.

Similar types of operational and technology risks also present for the companies in which
the Funds invests, which could have material adgvemsequences for such companies, and
may cause the Funds’ investments to lose value.

Item 9.  Disciplinary Information
This item is not applicable to the Adviser.
Item 10. Other Financial Industry Activities and Affiliation s

Related General Partners and Directors

The Adviser organizes certain of the Funds, whitleartain cases are limited partnerships for

which the Adviser (including affiliates of Beneftreet) serves as general partner or exempted
companies for which employees or affiliates of Bieri&treet serve as members of the board of
directors. For a description of material conflicisinterest created by these relationships, as
well as a description of how such conflicts areradsged, please see Item 11 below.

Affiliated Advisers

Benefit Street is affiliated with the investmentvizdrs listed below.

* Providence Equity LLP: organized in the United Klogn and authorized to perform
certain activities by the UK Financial Services Rartty.

* Providence Equity Asia Limited: organized in Hongpr§ and regulated by the
Securities and Futures Commission of Hong Kong.

* Providence Equity Advisors India Private Limitedganized in India.
* Providence Equity Partners L.L.C.: a U.S. registaneestment adviser with the SEC.

* Providence Equity Capital Markets L.L.C.: a U.Sgistered investment adviser with
the SEC and a registered CPO with the CFTC andmbereof the NFA.

* Merganser Capital Management, LLC (“Merganser”):U&5. registered investment
adviser with the SEC.

-56-



 BDCA Adviser, LLC: a U.S. registered investment iadw with the SEC and an affiliate
of Providence.

* Providence Equity Advisors Mauritius Limited: orgeed in Mauritius and regulated by
the Mauritius Financial Services Commission.

* Providence Equity Asia Advisors Pte. Ltd.: a foreigdvisory affiliate and wholly-
owned subsidiary of Providence Equity Partners C.L.organized in Singapore and
regulated by the Monetary Authority of Singapore.

* Providence Equity L.L.C.: organized in New York ahds filed a single Form ADV
with Providence Equity Partners L.L.C. as a relyaulyiser.

* Providence Strategic Growth Capital Partners L.LI@ated in Providence, has filed a
single Form ADV with Providence Equity Partners ICL as a relying adviser.

Clients of the Adviser may from time to time pagate in transactions alongside other clients
of the Adviser or clients of an affiliated adviseCertain employees and management persons
of the Adviser are also registered principals osoamted persons of the Adviser and the
Adviser’s affiliate, Providence Equity Capital Matk L.L.C., in connection with the Adviser’s
and Providence Equity Capital Markets L.L.C.’s stgition as CPOs and membership with the
NFA, as well as the Adviser’s registration as a CTA

Merganser is operated and managed separately frerAdviser, and Merganser does not have
any involvement in the day-to-day investment openat of the Adviser. The Adviser does not
direct or coordinate investment recommendations h wiMerganser and all such
recommendations and allocations of investment dppdies are made by the Adviser
independent of Merganser.

For a description of material conflicts of intereseated by the relationship among the Adviser
and the affiiated advisers, as well as a desornptf how such conflicts are addressed, please
see Item 11 below.

Iltem 11. Code of Ethics, Participation or Interest in Client Transactions and Personal
Trading

Code of Ethics

The Adviser's Code of Ethics requires each of tliviger's employees to deal honestly and
fairly with all persons with whom he or she hastesh The Code of Ethics is designed to
comply with Rule 17j-1 of the Investment Companyt Aad Rule 204A-1 of the Advisers Act.
Employees at all times must place the intereststhef Funds and their investors first.
Employees are required to conduct their persoraalirg so as to avoid any actual or potential
conflicts of interest or any abuse of a positiortrobt or responsibility. Moreover, employees
may not take inappropriate advantage of their most The Code of Ethics includes policies
regarding personal trading by the Adviser's empdsyeand members of their immediate
families. These policies limit personal trading éyployees in a wide range of securities,
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including common and preferred stock, debt instmis)esecurities that are convertible or
exchangeable for equity or debt securities, daveainstruments, and shares of closed-end
investment companies registered under the Invest@empany Act and business development
companies. Employees must report every accountthey use for the trading of securities
covered by the policy and have copies of periodmant statements sent by their broker(s) to
the Adviser's compliance department. In additidnthey directly or indirectly influence or
control trading in the account, they must pre-cleavered securities transactions with the
Adviser's compliance department. Trading in se@siby employees for their personal
accounts is prohibited without pre-clearance byAlegiser's Chief Compliance Officer or his
designee.

A copy of the Code of Ethics is available to amgntl or prospective client upon request by
caling Alexander H. McMillan at 212-588-6712 or hyriting to Mr. McMillan, Chief
Compliance Officer, Benefit Street Partners L.L.G.West 57th Street, Suite 4920, New
York, New York 10019.

Valuation of Fund Assets

The Adviser has a duty to value the Funds as pedvith and consistent with the
organizational documents and policies and procedafethose Funds as applicable. The
Adviser has adopted a policy regarding the valumatib Fund assets in order to provide a basis
for establishing valuations reported by Funds. t&erFunds have portfolio investments that
include restricted securities in publicly held canjs and privately held investments, which
are carried at an estimate of fair value as detemnin good faith and in accordance with the
organizational documents of the applicable Fund.thke absence of special circumstances, all
portfolio investments, other than restricted andgbely held portfolio investments, are valued
at market value. Market value for unrestrictedbligly traded portfolio investments is
determined based on the closing price on the eggham which the security is principally
traded. Restricted and privately held portfolioveistments, which may not have readily
ascertainable market values, are valued at faireyakhich is the estimated amount that would
be received upon the sale of the portfolio invesitnie an orderly transaction between market
participants on the measurement date. In estadgighe fair value of portfolio securities, the
Adviser or applicable general partner takes intosaeration, for each portfolio company,
some or all of the following: (a) the prices of geites of comparable quality and type; (b) the
liquidity of the position; (c) any correlation witieneral market indicators, such as indices; (d)
transactions in similar securities; (e) a significavent occurs after either a security’s lastdrad
or the close of regular trading on the market whetat security trades and before the
portfolio’s valuation time; (f) the nature and dilma of restrictions on the disposition of
securities (if applicable); (g) an evaluation oé tforces which influence the market in which
these securities may be purchased or sold andnghpther specific factors which may affect
pricing. The Adviser also considers the applicatid control premiums and certain discounts
in various situations. However, because of theeraht uncertainty of valuation, the
recommended values may differ significantly fromuea that would have been used had a
ready market for the restricted and privately hgddtfolio investments existed, and may differ
significantly from the amounts realized upon dispms, and the differences could be material.
Notwithstanding the foregoing, valuations for a tgafar Fund will comply with the
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requirements of the relevant Fund’'s organizati@wauments. The Adviser may use third-party
valuation services to assist with any or all vatuad of a Fund’s portfolio investments.

The Adviser may modify the valuation methods déscti above if it determines that such
modifications are appropriate and reasonable tteatethe value of any securities or other
assets or liabilities, and will document the bdsisany modifications.

With respect to the Sub-Advised Funds, the Advisdl generally coordinate with those
Funds’ investment advisers and value the Fundsttast the extent required by and in
accordance with those Funds’ policies and procexdure

Participation or Interest in Client Transactions

The Adviser, its affiliates, certain of its prinalp and employees, and/or their family members
and related vehicles invest in and alongside cedathe Funds, and/or in one or more classes
of CLO securities and additional subordinated nasged by the CLO Funds, either through a
general partner of a Fund, as direct investors Fulad or otherwise. Management fees and
Incentive Allocation assessed on such investmamtsypically substantially reduced or waived
entirely by the Adviser, a Fund or its general part as applicable. For further details
regarding these arrangements, as well as contittmterest presented by them, please see
“Conflicts of Interest” immediately below.

Investor Due Diligence Information

Due in part to the fact that potential investoraifrund (including a potential purchaser of an
interest in a secondary transaction) may ask differquestions and request different
information, the Adviser provides certain infornoatito one or more prospective investors that
it does not provide to all of the prospective orrent investors of the Fund. In addition,
certain investors in the Funds are strategic imrestlirectly or indirectly into the Adviser,
which results in such investors receiving greateditferent information regarding the Adviser.

Conflicts of Interest

The Adviser and its affiliates engage in a broadgeaof activities, including investment
activities for their own account and for the acdoohthe Funds and other clients. In the
ordinary course of conducting its activities, thmeterests of a Fund may conflict with the
interests of the Adviser, other Funds or their eetipe affiliates. Certain of these conflicts of
interest, as well as a description of how the Aelvisddresses such conflicts of interest, can be
found below. The discussion below does not desalbconflicts that may arise.

Resolution of Conflicts

In the case of all conflicts of interest, the Advis determination as to which factors are
relevant, and the resolution of such conflicts] aé made using the Adviser’s best judgment,
in its sole discretion. In resolving conflictsetidviser considers various factors, including the
interests of the applicable Funds with respecth® immediate issue and/or with respect to
their longer term courses of dealing. Certain pdares for resolving specific conflicts of
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interest are set forth below. When conflicts artbe following factors may mitigate, but will
not eliminate, conflicts of interest:

(1) A Fund will not make an investment unless thdviger believes that such investment is an
appropriate investment considered solely from tieevpoint of the applicable Fund.

(2) Conflicts of interest will generally be resalvéy set procedures contained in the relevant
offering and organizational documents of a Fun@piblicable.

(3) The Adviser and certain of its affiliates haeelopted written policies establishing
information “walls” designed to limit communicatidsetween business units investing in equity
securities and debt securities of companies. The$eles restrict the transfer of confidential
information between these business units, subgecettain exceptions provided in the policies.
These policies establish procedures for communieatamong employees of different business
units to guard against unlawful and inappropriaseldsure of material, nonpublic information.

(4) On any issue involving actual conflicts of i@st, the Adviser will be guided by its good
faith judgment.

Potential Conflicts

The potential material conflicts of interest encmwed by a Fund include those discussed
below, although the discussion below does not saciys describe all of the conflicts that may
be faced by a Fund. Other conflicts may be discothroughout this brochure and the
brochure should be read in its entirety for othenflcts.

Principal Transactions

Section 206 of the Advisers Act regulates principahsactions among an investment adviser
and its affiliates, on the one hand, and its diemn the other hand. Very generally, if an
adviser (or an affiliate) purchases a security fromsells a security to a client, the adviser
must disclose the terms of the transaction to flemtcand obtain the consent of the client

prior to engaging in the principal transaction. cbmnection with the Adviser's management of
certain of the Funds, and to the extent permittedaly and the Adviser’s or an applicable

Fund’'s compliance policies and procedures, the gaiviand its affiliates may engage in

principal transactions. The Adviser has estalfisbertain policies and procedures to comply
with the requirements of the Advisers Act and theestment Company Act as they relate to
principal transactions, including, among other gbinthat disclosures required by Section 206
be made to the applicable Fund regarding any pexpgsincipal transactions and that any
required prior consent is received before execudingincipal transaction.

Cross Transactions

A cross transaction generally refers to a transacithere one client account managed by the
Adviser or its affiliates seeks to acquire an itwent that another client account of the
Adviser seeks to sell. Cross transactions creamdicts of interest because a Fund is on both
sides of the transaction. The Adviser on occasimdl to the extent permitted by applicable
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law, including the Investment Company Act, and thdviser's or an applicable Fund’'s
compliance policies and procedures, purchasesuitseor securities for one Fund at the same
time as a sale of the same security or securibiesifiother Fund or effects cross transactions
between Funds. Such transactions may, for exanlegffected to rebalance the positions
held by the Funds with a view towards achievingarm results among certain clients in light
of differing cash flows due to subscriptions andemaptions. The valuation of investments
transferred between Funds involves inherent caesflaf interest. Any such transactions in
publicly traded securities generally would be dffecat the last sales price at the end, or the
first sales price at the beginning, of the traditayy through one or more broker-dealers, and in
accordance with the Funds’ organizational documehggpplicable.

Conflicts Related to Purchases and Sales

The Adviser, its affiliates, and officers, prindpar employees of the Adviser and its affiliates
may buy or sell securities or other instrumentg tha Adviser has recommended to clients.
In addition, such officers, principals or employaeay buy securities in transactions offered to
but rejected by clients. Such transactions argestubo the policies and procedures set forth in
the Adviser's Code of Ethics. The investment pedic fee arrangements, and other
circumstances of these investments may vary fraselof the Adviser’s clients. The Adviser,
its affiliates, certain of its principals and emyes, and their relatives may invest in and
alongside the Funds, either through a general @adgha Fund, as direct investors in a Fund
or otherwise, and therefore may have additionaflicting interests in connection with these
investments. The Adviser, its affiliates, and themployees are prohibited from “front
running” (i.e., purchasing a security for a perd@wount while knowing that a Fund is about
to purchase the same security, and then sellingsélecairity at a profit upon the rise in the
market price following the purchase by the Fun@hey are similarly prohibited from engaging
in short selling when they have access to confideimformation that a Fund is about to sell a
particular security. In addition, they are protadi from “intermarket front running” (e.g.,
trading in an option for a personal account wheffuad is trading in the underlying security
and vice versa).

A particular investment may be bought or sold folycone Fund or in different amounts and
at different times for one (or more than one) Fugxkn though it could have been bought or
sold for other Funds at the same time. Likewis@aticular investment may be bought for
one or more Funds when one or more other Fundseleg the investment. Conflicts also
may arise when a Fund makes investments in comumetith an investment being made by
other Funds or a client of the Adviser’s affiliata; in a transaction where another Fund or
client of such an affiliate has already made arestwment. Investment opportunities may be
appropriate for Funds and/or clients of the Advssafffiiate at the same time, at different or
overlapping levels of a portfolio company's capitsiructure.  Conflicts may arise in
determining the terms of investments, particulavlyere these clients may invest in different
types of securities in a single portfolio companuestions may arise as to whether payment
obligations and covenants should be enforced, mdddr waived, or whether debt should be
refinanced. Decisions about what action shouldtdden in a troubled situation, including
whether or not to enforce claims, whether or notattvocate or initiate a restructuring or
liquidation inside or outside of bankruptcy, aneé terms of any work out or restructuring may
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raise conflicts of interest, particularly in Funaisd clients of the Adviser’s affiliates that have
invested in different securities within the sametfadio company.

Certain clients of the Adviser and its affiliatesest in bank debt, loans and securities of or
other investments in companies in which other tdieof the Adviser or its affiiates hold
securities, loans or other investments, includirguity securities, which may include a
controlling position. In the event that such irtmesnts are made by a Fund, the interests of
such Fund may be in conflict with the interest o€ls other Fund or client of the Adviser's
affiliates, particularly in circumstances where thederlying company is facing financial
distress. The involvement of such persons at bla¢hequity and debt levels, or in different
levels of the debt structure of an issuer, couldiseaconflicts of interest. In certain
circumstances, decisions made with respect to tmergs held by one Fund or client of the
Adviser’s affiliates could adversely affect the estments of another Fund or another client of
the Adviser's affiliates. The involvement of suplersons at multiple levels of the capital
structure could also inhibit strategic informatiexchanges among fellow creditors. In certain
circumstances, Funds or the clients of the Adwssaffiliates may be prohibited from exercising
voting or other rights, and may be subject to caioy other creditors with respect to the
subordination of their interest. If additional ¢apis necessary as a result of financial or other
difficulties, or to finance growth or other opparmites, the Funds may or may not provide
such additional capital, and if provided each Fuwnltl supply such additional capital in such
amounts, if any, as determined by the Adviser. Padeiser and its affiliates may seek to
address these conflicts by adopting policies andcguures, which may include limiting
investments by a Fund which produce such conflisiting voting or roles on creditors’
committees, procedures designed to ensure thatedn®s managing the investments make
independent decisions through the enforcementfofrnration barriers and similar procedures,
or other procedures in the judgment of the Adviser.

Investments by more than one client of the Adveits affiliates in a portfolio company may
also raise the risk of using assets of a clierthefAdviser or its affiliates to support positions
taken by other clients of the Adviser or its aifi#és. The Adviser and its affiliates will attempt
to resolve any such conflicts in good faith, bugrthcan be no assurance that such conflicts of
interest or actions taken by the Adviser or itdiat#s in respect of other Funds will not have
an adverse effect on the investments made by a.Fdrtre can be no assurance that the
return of a Fund participating in a transaction ldobe equal to and not less than another
Fund participating in the same transaction or thatould have been as favorable as it would
have been had such conflict not existed. Conflidtanterest related to investments by other
Funds or funds managed by the Adviser's affiliateay result in a Fund limiting its
participation in certain attractive investment ogpaities.

Allocations

Each Fund may pursue investment opportunities aind those pursued by another Fund or
by clients of the Adviser's affiliates. The alloiat of investment opportunities will be
determined by the Adviser and its affiliates initlgood faith judgment and in accordance with
the organizational documents of the relevant FuAdlscation decisions can raise conflicts, for
example, if the Funds or the clients of the Advsseffiliates have different fee structures.
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Subject to applicable investment objectives anddejimes, the Adviser and its affiliates
generally allocate investment opportunities on @nata basis among eligible Funds and clients
of the Adviser’'s affiliates based upon the curremtilable capital of each such investment
vehicle. With respect to the Funds, current avilatapital may include, in the Adviser’s
discretion, anticipated, target or available legeraunsettled trades, unfunded commitments,
and uncalled capital. In addition, certain investmepportunities are allocated using certain
factors such as risk factors or risk tolerances/andliversification, Fund investment
restrictions, currency or other exposures, curpantfolio composition (including current cash
available), whether a Fund has an existing investnmea portfolio company, a Fund’s phase in
its life cycle (for example, certain opportunitis®y be over-allocated or under-allocated to a
Fund during the beginning or the end of its invesitncycle), tax or regulatory restrictions
applicable to a Fund, the level of transaction £astolved in making the investment relative
to the amount of capital a Fund has available far ihvestment and certain other factors.
Notwithstanding the foregoing, in certain circum&tas as determined by the Adviser in its sole
discretion, Funds that would otherwise receive lotation under the policies and principles
set out above will not receive such allocationt itvould result in allocation of a de minimis
amount. Moreover (a) Benefit Street, ProvidenceityqCapital Markets L.L.C. and BDCA
Adviser, LLC (together, “Group A”), (b) Merganserlafital Management, LLC (“Group B”),
and (c) Providence Equity Partners L.L.C. and ttieeoaffiiated advisers (together, “Group
C”) operate separately with respect to their afioca policies and are subject to certain
information wall policies and procedures, such timvestment opportunities that Group A,
Group B, and Group C sources, respectively, argesulbo their own separate allocation
policies, procedures and obligations and not tleeation policies, procedures and obligations
of (x) Group B or Group C, in the case of Group md d@heir clients, (y) Group A or Group
C, in the case of Group B and their clients, orGzdup A or Group B, in the case of Group
C and their clients.

Any intra-Fund allocations will be done in accordarwith the organizational documents for
such entities, and these allocations are geneealbected to be made on a pro rata basis.
Nevertheless, the Adviser and its affiliates fumnisvestment management and advisory services
to numerous Funds and accounts and the Adviser itandffiiates may, consistent with
applicable law, make investment recommendationsottter Funds or accounts (including
accounts which are private funds or separately gethaccounts which have management fees
and performance fees or allocations at higher oying rates paid to the Adviser or one or
more of its affiliates, or in which portfolio marexg or other personnel of the Adviser have a
personal interest in the receipt of such fees @e hgersonal investments), which may be the
same as or different from those made to a partidelsmd and may cause conflicts of interest
in the allocation of investment opportunities. dddition, conflicts of interest or legal or
regulatory requirements, including those relatedhi Investment Company Act, applicable to
certain Funds may result in the Adviser and itgli@#s limiting a Fund's or client’s
participation (or the Fund or client being unaldepiarticipate) in certain attractive investment
opportunities. See Item 6. “Performance-Based Feebs Side-By-Side Management” and
“Conflicts Related to Purchases and Sales” abowentare information.”

The Adviser will determine if the amount of an istr@ent opportunity exceeds the amount the
Adviser determines would be appropriate for thedsu(after taking into account any portion
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of the opportunity allocated by contract to certparticipants in the applicable deal, such as

co-sponsors, consultants and advisers to the Adsaisé/or the Funds or management teams of
the applicable portfolio company, certain strategwestors and other investors whose

allocation is determined by the Adviser to be ie thest interest of the applicable Fund), and

any such excess may be offered to one or more vastiors pursuant to the procedures

included in such Funds’ organizational documerdes/$tter agreements.

Subject to any restrictions contained in the affgror organizational documents of a Fund and
any agreement which the Adviser, in its sole dismne may enter into with any investor or
potential investor, in general, (i) no investoranFund has a right to participate in any co-
investment opportunity, (ii) decisions regardingetifer and to whom to offer co-investment
opportunities are made in the sole discretion ef Aldviser or its related persons considering
such factors as the Adviser may consider rele@ntco-investment opportunities are typically
offered to some and not other investors in the Bumdthe sole discretion of the Adviser or
its related persons, which may include affiliatésoo investors in the Adviser and its related
persons, and investors may be offered a smalleuaimof co-investment opportunities than
originally requested, (iv) certain persons otheantlinvestors in the Funds (e.g., third parties)
may be offered co-investment opportunities, in $bé discretion of the Adviser or its related
person, anc (v) co-investor may purchas their interest in g portfolio compan al the same
time as the Fund: or may purchas their interest from the applicabl Fund: aftel suct Funds
have consummated their investment in the portfodimpany (also known as a post-closing sell
dowr or transfer) Certain Funds sell down an interest in their pdidcf@ompanies to co-
investors. Subject to the applicable organizati@mauments, the Adviser may decide to charge
(or may decide not to charge) a co-investor (sucla &und investor or third party) interest
costs for the time period between the closing efdpplicable Fund’s investment in a portfolio
company to the date of the transfer of interestsuich portfolio company to the applicable co-
investor. In certain circumstances, the Advisely meceive compensation from a third party
for a co-investment opportunity. Additionally, rbmding acknowledgements of interest in
co-investment opportunities are not investmentcation requirements and do not require the
Adviser to notify the recipients of such acknowledgnts if there is a co-investment
opportunity.

The appropriate allocation between Funds of expers®l fees generated in the course of
evaluating and making investments which are notsepmated, such as out-of-pocket fees
associated with due diligence, attorney fees arel fées of other professionals, will be

determined by the Adviser and its affiliates initlgood faith judgment.

Management of the Funds

The Adviser expects in the future to establish onemore additional investment funds with
investment objectives substantially similar to, different from, those of the current Funds.
Allocation of available investment opportunitiestween the Funds and any such investment
fund could give rise to conflicts of interest. S@&dlocations” above. In addition, it is
expected that employees of the Adviser responéislenanaging a particular Fund will have
responsibilities with respect to other Funds andd$u managed by the Adviser’'s affiliates,
including funds that it expects to establish in theure. Conflicts of interest may arise in
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allocating time, services or functions of these leyges among Funds and funds managed by
the Adviser's affiiates. See also the Adviserssponse to the section entitled “Other
Conflicts” below, which describes other activitizssdertaken by employees of the Adviser.

Follow-on Investments

An additional investment made by a Fund in an mxjsportfolio company presents a conflict
of interest, including the terms of any new finaigcas well as the allocation of the investment
opportunities in the case of follow-on investmebis one Fund in a portfolio company in
which another Fund or client of the Adviser's &f& has previously invested. In addition, a
Fund may participate in relevering and recapitdbra transactions involving a portfolio
company in which another Fund or client of the Advis affiliate has already invested or will
invest. Conflicts of interest may arise, includidgterminations of whether existing investors
are being cashed out at a price that is higherowed than market value and whether new
investors are paying too high or too low a pricetfie company or purchasing securities with
terms that are more or less favorable than theapiry market terms.

Related Services

Certain affiliates of the Adviser may perform RettServices for, and receive fees from, actual
or prospective portfolio companies, other investmeshicles of the Funds, or the Funds.
Such fees will be in addition to the management &dad Incentive Allocation paid by such
Fund to the Adviser. These fees may create aicbofl interest because the amounts of these
fees may be substantial and the Funds and theastoks may not have an interest in these
fees. In many cases, with respect to the implemtient of such arrangements, there is not an
independent third-party involved on behalf of tledevant portfolio company. Therefore, a
conflict of interest may exist in the determinatiohany such fees and other related terms in
the applicable agreement with the portfolio companyPlease see Item 5 “Fees and
Compensation” for additional information regardiRglated Services fees.

Diverse Membership

The investors in the Funds include U.S. taxable t@xdexempt entities, and institutions from
jurisdictions outside of the United States. Suslestors may have conflicting investment, tax
and other interests with respect to their investm@na Fund. The conflicting interests among
the investors may relate to or arise from, amorgothings, the nature of investments made
by a Fund, the structuring of the acquisition afestments and the timing of the disposition of
investments, as well as the structure of a Fund idassociated parallel funds. As a
consequence, conflicts of interest may arise imeotion with decisions made by the Adviser,
including with respect to the nature or structurafgnvestments, that may be more beneficial
for one investor than for another investor, esgigciith respect to investors’ individual tax
situations. In selecting and structuring investimegippropriate for a Fund, the Adviser will
consider the investment and tax objectives of fh@i@able Fund and the investors as a whole,
not the investment, tax or other objectives of mwgstor individually.
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Side Letter Agreements; Advisory Committee Rights

The Adviser enters into side letter arrangementh wertain investors in certain of the Funds
providing such investors with different or prefeiahrights or terms, including but not limited
to (i) different or preferential fee structuresi) (other preferential economic rights, (iii)
information and reporting rights, (iv) excuse orclasion rights, (v) waiver of certain
confidentiality provisions, (vi) co-investment hig, (vii) liquidity or transfer rights, (viii)
certain rights or terms necessary in light of paitér legal, (ix) regulatory or policy
requirements of a particular investor, (x) addiibabligations and restrictions with respect to
structuring particular investments in light of tlegal and regulatory considerations applicable
to a particular investor and (xi) veto rights. Eptas otherwise agreed with an investor, the
Adviser (or applicable General Partner) is not meglto disclose the terms of side letter
arrangements to other investors in the same Fund.

Many of the Funds have established an advisory dtieen consisting of representatives of
investors. A conflict of interest may exist whean®, but not all limited partners are
permitted to designate a member to the advisorynutige. The advisory committee may also
have the ability to approve conflicts of interegfith respect to the Adviser and the applicable
Fund, which could be disadvantageous to the invesiocluding those investors who do not
designate a member to the advisory committee.

Advisory Affiliates

Benefit Street is affiliated with Providence Equiartners L.L.C., Providence Equity Capital
Markets L.L.C., Merganser Capital Management, Llabd BCDA Adviser, LLC, each an
investment adviser registered with the SEC, and/ii@eace Equity Capital Markets L.L.C is
registered with the CFTC and is a member of the NFAovidence Equity Partners L.L.C.,
Providence Equity Capital Markets L.L.C., Mergan€apital Management, LLC and BDCA
Adviser, LLC and their relying advisers generaltycdis primarily on different investment
strategies than the Adviser. However, clients It #Adviser, Providence Equity Partners
L.L.C., Providence Equity Capital Markets L.L.C.,eManser Capital Management, LLC and
BDCA Adviser, LLC may invest in the same portfoleompanies, including in the same
security or in different securities of such a politf company. In the ordinary course of
conducting its activities, interests of the Adviseclients may therefore conflict with the
interests of Providence Equity Partners L.L.C.'sp\itlence Equity Capital Markets L.L.C.’s,
Merganser Capital Management, LLC's and BDCA Advyidd C’'s clients. Please see the
Adviser’'s response in the sections entitled “CotdliRelated to Purchases and Sales” and
“Allocations” above for more information. Otherath Providence Equity Partners L.L.C.,
Providence Strategic Growth Capital Partners L.L.Brovidence Equity Capital Markets
L.L.C., Merganser Capital Management, LLC, and BDEd&viser, LLC, the other investment
adviser affiliates of the Adviser do not have th@wn clients.

Conflicts Relating to the Related Persons and theiser

The Adviser generally may, in its discretion, cawotrwith any related person of the Adviser to
perform services for the Adviser in connection wiith provision of services to the Funds.
When engaging a related person to provide suchcssivthe Adviser may have an incentive to
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recommend the related person even if another pemsnbe more qualified to provide the
applicable services and/or can provide such sematen lesser cost.

The Adviser generally may, in its discretion, recoend to a Fund that it contract for services
with (i) a related person of the Adviser or (ii) antity with which the Adviser or its affiliates
or a member of their personnel has a relationshifsoon which the Adviser or its affiliates or
a member of their personnel otherwise derives Gi@or other benefit. When making such a
recommendation, the Adviser may, because of i@l or other business interest, have an
incentive to recommend the related or other peesam if another person is more qualified to
provide the applicable services and/or can prosiaeh services at a lesser cost.

Conflicts Related to Fee Structure

Because the Funds’ management fee may be based thpomalue of investor’'s capital
accounts or net asset value, to the extent thatwvahetion of such assets is determined or
influenced by the Adviser or its affiliates, thisyncreate a conflict of interest.

The fact that the Incentive Allocation receivedthg Adviser or its affiliates from certain of
the Funds is based on the performance of the Faisdscreates an incentive for the Adviser to
cause the Funds to make investments that are rpewlative than would be the case in the
absence of performance-based compensation. Howehierincentive is tempered somewhat
by loss carry forward provisions with respect te #dviser’'s receipt of Incentive Allocation
from certain of the Funds.

Fund Level Borrowing

The Funds from time-to-time borrow funds or entetoiother financing arrangements for
various reasons, including to pay fund expensepatomanagement fees, to make or facilitate
new or follow-on investments, to make payments urftetlging transactions, to cover any
shortfall resulting from an investor’s default otckision or to fund capital contributions at the
closing of an investment. If a Fund borrows in lafucalling capital to fund the acquisition of
an investment, the borrowing would be used fotiralted partners in such Fund on a pro-rata
basis, including the general partner. In additiongd facilities for certain Funds are available to
provide borrowed funds directly to the portfoliongpanies of such Funds, in which case such
borrowed funds would be guaranteed by such Funds.

Although borrowings by a Fund has the potentiaettance overall returns that exceed such
Fund’s cost of funds, such borrowings increase pgheential exposure of such Fund to a
particular investment above the level that a Fumdld typically have had an investment been
limited to equity. Any such borrowings will furthetiminish returns (or increase losses on
capital) to the extent overall returns are lessntlaa Fund's cost of funds. In addition,

borrowings by a Fund are secured by capital comemtsn made by Fund investors to such
Fund as well as by a Fund’s assets and the docatisantelating to such borrowings provides
that during the continuance of a default under domhrowings, the interests of the investors
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may be subordinated to such Fund-level borrowingredver, tax-exempt investors should
note that the use of leverage by a Fund may cdugseetlization of “unrelated business taxable
income.” To the extent a Fund uses borrowed fumdsadvance or in lieu of capital
contributions or a portfolio company borrows furitisectly through such Fund facility, such
Fund’s investors generally make correspondinglerlatapital contributions. As a result, a
Fund’s use of borrowed funds will impact the caltioin of net performance metrics (to the
extent that they measure investor cash flows) aag make net IRR calculations higher than it
otherwise would be without fund-level borrowing arah impact the carried interest a Fund’s
general partner receives, as these calculationsraiyndepend on the amount and timing of
capital contributions as well as the level of tligamizational structure at which such borrowed
funds are borrowed or deployed. In addition, whargortfolio company borrows funds
directly through a Fund facility, the applicable N8 may charge the portfolio company
borrower higher interest rates than the interets sach Funds pay pursuant to such financing
facility, among other things, to help offset or@fion and other facility costs.

Transactions with Affiliates

Conflicts may also arise in connection with loamsother assets originated by one Fund and
sold to another Fund. It may be difficult to detere the value of the loans or other assets
transferred to the buying Fund and hence the cersidn due to the seling Fund whenever
the buying Fund may buy the loans or other assé&tg valuation of loans or other assets that
may be transferred between Funds involves inherentlicts of interest for the Adviser and
there is no guarantee that the Adviser will resahese conflicts in a manner that will not have
an adverse effect on a Fund. Additionally, arsgliFund may not offer all originated loans to
a buying Fund and a buying Fund may not acceualh loans that are offered.

Additional conflicts could also arise with respect the investment of a Fund in CLOs of
financing vehicles formed by the Adviser or itsilaffes. Investing in CLOs or financing
vehicles sponsored by the Adviser or its affiliatesuld result in certain conflicts, including
that the Adviser may have an interest in causifiguad to provide financing for a CLO or
financing vehicle to support its business or finanmterests in causing the formation or
closing of a CLO. Furthermore, Fund investors shawt expect the Adviser to have better
information with respect to Adviser-affiliated irstenents than other investors have. Even if
the Adviser has such information, it may not benpged to act upon it in a manner that
disadvantages the other investors in such fundgherClients, or employees of the Adviser or
its affiliates may be invested in different tranglge the same tranches of such CLOs as a Fund
or may invest in financing arrangements or “waredssli with respect to such a CLO
investment or vice versa. Such arrangements woaldsec conflicts related to a Fund’'s
investment. Please see Item 8 above for morenngbon.

Other Conflicts

The organizational documents of a Fund establishptex arrangements among the Funds, the
Adviser, investors, and other relevant parties. onfrtime to time, questions may arise
regarding certain parties’ rights and obligationscertain situations, some of which may not
have been contemplated upon the negotiation andugga of such documents. In some
instances, the operative provisions of the orgénmal documents of a Fund, if any, may be
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broad, unclear, general, conflicting, ambiguousd arague and may allow for multiple
reasonable interpretations. In other instancesgetimay not be a directly applicable provision.
While the Adviser will construe the relevant prawss in good faith and in a manner consistent
with its fiduciary duty and legal obligations, thaterpretations used may not be the most
favorable to a Fund or its investors.

The Adviser, its affiiates and the Funds will eftengage common legal counsel and other
advisers in a particular transaction, includingnsactions in which there may be conflicts of
interest. Members of the law firms engaged toespnt the Funds may be investors in a Fund
or other funds managed by the Adviser's affliatasd may also represent one or more
portfolio companies or investors in a Fund or fundnaged by the Adviser’s affiliates. In the
event of a significant dispute or divergence oéiniast between Funds and the Adviser and/or
its affiliates, the parties may engage separatesaiun the sole discretion of the Adviser and
its affiliates. Moreover, in litigation and ceraother circumstances separate representation
may be required. Additionally, the Adviser, its il@ffes and the Funds and the portfolio
companies may engage other common service provitessich circumstances, there may be a
conflict of interest between the Adviser, on theeomand, and the Funds and portfolio
companies, on the other hand, in determining whetbeengage such service providers,
including the possibility that the Adviser may favwthie engagement or continued engagement
of such persons if it receives a benefit from ssehvice providers, such as lower fees, that it
would not receive absent the engagement of suchcseprovider by the Funds and/or the
portfolio companies.

The Adviser may, in its discretion, have, and mayits discretion, cause the Funds to have,
ongoing business dealings, arrangements or agrégemih persons who are former employees
or executives of the Adviser or the Adviser's @fés. The Funds bear, directly or indirectly,
the costs of such dealings, arrangements or agregemén such circumstances, there may be a
conflict of interest between the Adviser and thedaiin determining whether to engage in or
to continue such dealings, arrangements or agreasmercluding the possibility that the
Adviser may favor the engagement or continued esigagt of such persons even if a better
price and/or quality of service could be obtainexht another person.

If a Fund purchases in the secondary market atseodnt debt securities of a company in
which a Fund has, for example, a substantial eguigrest, (a) a court might require a Fund
to disgorge profit it realizes if the opportunity purchase such securities at a discount should
have been made available to the issuer of suchriseswr (b) a Fund might be prevented
from enforcing such securities at their full facalue if the issuer of such securities becomes
bankrupt.

The effect of these transactions will vary fromgdiction to jurisdiction.
Item 12. Brokerage Practices

Although the Funds primarily invest in debt instents, the Funds may from time to time
invest in equity securities. The Adviser gener&lfs discretion to determine the broker or
dealer to be used and the commission rates to ideirpastances where a broker or dealer is
used. When executing transactions on behalf of Rheds through a broker, dealer or
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underwriter, the Adviser’s objective will be to abt the most favorable commission and the
best price obtainable on each transaction in lighthe quality of execution provided. As such,
brokers, dealers and underwriters are selectedaplymon the basis of their execution,

capability and trading expertise. Certain brokarsl dealers utilized by the Adviser make
research information available to the Adviser. ldger, the Adviser does not enter into soft
dollar arrangements or otherwise take into accaesearch and non-execution services in
selecting brokers to execute client transactions.

In order to monitor best execution, the Adviser,wadl as the Adviser’'s compliance group,
will periodically monitor broker-dealers to assed® quality of execution of brokerage
transactions effected on behalf of the Adviser aadh Fund.

Aggregation of Trades

The Adviser may, subject to applicable law and #dviser's or an applicable Fund’s
compliance policies and procedures, aggregate jach) the orders of more than one Fund
for the purchase or sale of the same publicly daskecurity. Portfolio managers and traders
often employ this practice because larger transastcan enable them to obtain better overall
prices, including lower commission costs or mark-ugr mark-downs. The Adviser may
combine orders on behalf of Funds with orders filveo funds for which it or its affiliates have
trading authority, or in which it or its affiliatdsave an economic interest. In such cases, the
Adviser and its affiliates generally allocate théblxly traded securities or proceeds arising out
of those transactions (and the related transactiquenses) on an average price basis among
the various participants.

When orders for publicly traded securities are ewtirely filled, allocation shall be made based
upon the Adviser's procedures for allocation ofessiment opportunities. Where aggregate
trades have been filled during the course of thditg day at different prices, the costs of the
publicly traded securities to each client will bee@ged priced to the extent possible. See the
Adviser’'s response to Item 11 above for more inftian regarding conflicts of interest
related to investment and trading discretion.

Iltem 13. Review of Accounts

After an investment is made, the Adviser regularlgnitors each position and continually
strives to optimize the portfolio based on changesmarket conditions and underlying

company fundamentals. Ongoing, collaborative itrgusnd sector reviews are generally
conducted by the Adviser. In addition, in the caSeertain investments, the Adviser keeps in
regular contact with the company and the Advis¢iva@ly monitors price movements for each
position held.

Reporting may differ for each Fund and investora iRund should confirm which reports they
will receive. The Adviser typically provides wett unaudited reports and letters to the
investors in certain of the Funds on a regularsbasn addition, the Adviser generally provides
annual audited reports to the investors in cemithe Funds, which such reports are generally
in writing.
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Item 14. Client Referrals and Other Compensation

For details regarding economic benefits providedthe Adviser by non-clients, including a
description of related material conflicts of inter@and how they are addressed, please see Item
11 above.

Certain affiliates of the Adviser also provide Reth Services to actual or prospective portfolio
companies, other investment vehicles of the Fundghe Funds. Such Related Services are
complementary to the investment advisory servicewiged by the Adviser. Time spent on
Related Services varies from investment to investme

While not a client solicitation arrangement, thevisdr notes that from time to time it engages
one or more persons to act as a placement ageiat fand in connection with the offer and
sale of interests to certain prospective investosich persons generally will receive a fee in
an amount equal to a percentage of the capital domemis for interests in a Fund that are
accepted by the Fund’'s general partner or boardire€tors with respect to such prospective
investors. Such fees will be negotiated indivijubétween the Adviser and such person.

Item 15. Custody
This item is not applicable to the Adviser.
Item 16. Investment Discretion

The Adviser generally has the discretion to deteemwithout consent of the Funds or the
investors in the Funds, the particular securitiesinstruments to be bought and sold in
accordance with the terms and conditions of thdiagije organizational documents of and
investment advisory or sub-advisory agreement wébh Fund and, with respect to the 1940
Act Funds, in accordance with the Funds’ investnmaiicies and restrictions, as provided for
from time to time in such Funds’ prospectuses aAts.S The Adviser will provide investment
advice to the Funds, subject to certain limitaticansd restrictions on the Funds as to
diversification and type of permitted investmentsunds will typically make direct investments
in companies, although the Adviser may in its @éifon form a special purpose vehicle with
respect to particular investments.

Item 17. Voting Client Securities

As the Funds primarily invest in debt instrumentise Adviser does not normally receive
proxies to vote common stock. However, the Advisas adopted the following proxy voting
policies and procedures to address the instancesewioting is required.

Where authority to vote proxies has been delegaigtie Adviser, it is the Adviser’s fiduciary
duty to vote proxies and consents in the bestasterof the Funds and the overriding principle
of the Adviser's proxy voting is to maximize thendncial interests of the Funds. It is the
policy of the Adviser in voting proxies to considend vote each proposal with the objective
of maximizing long-term investment returns for thends.
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The Adviser has established guidelines regardiegvtiting of proxies on routine, non-routine,
corporate governance and social issues. The Admsg, however, vote in a manner that is
contrary to the general guidelines if it believhattit would be in a Fund’s best interest to do
So.

All proxies, unless voted in accordance with thevider’'s general guidelines on routine, non-
routine, corporate governance and social issudsyeguire a mandatory conflicts of interest

review, which will include consideration of whethidse Adviser, any investment professional or
other person recommending how to vote and/or theisads affiliates and their clients has an

interest in how the proxy is voted that may presemonflict of interest. The Adviser is not

required to vote a proxy if the cost of voting atgalar proxy due to special translation,

delivery or other requirements would outweigh tleaddit of voting for the Fund. Though not

common, situations may arise in which more than Bued invests in the same company or in
which a single Fund may invest in the same comgmtythrough multiple accounts. In those
situations, two or more Funds, or one Fund witHedsint accounts, may be invested in
strategies having different investment objectiviegestment styles or portfolio managers. As a
result, the Adviser may cast different votes onalfebf different Funds or on behalf of the

same Fund with different accounts.

The Adviser will retain all books and records nelgtto its proxy voting activities on behalf of
client accounts in accordance with the requiremeft®ule 204-2(c)(2) under the Advisers
Act. Copies of the Adviser’s proxy voting policiaad procedures and relevant proxy logs are
available to any client or prospective client bylimg Mr. Alexander McMillan at 212-588-
6712 or by writing to Mr. McMillan, Chief CompliaecOfficer, Benefit Street Partners L.L.C.,
9 West 57th Street, Suite 4920, New York, New Yd@019.

Item 18. Financial Information
This item is not applicable to the Adviser.
Item 19. Requirements for State-Registered Advisers

This item is not applicable to the Adviser.
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