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This brochure provides information about the quabhtions and business practices of ESS
Fund Management, LLC. If you have any questions aliathe contents of this brochure,
please contact us at 212-430-6202 and / or eric@egssal.com. The information in this
brochure has not been approved or verified by theited States Securities and Exchange
Commission (SEC) or by any state securities authgri

Additional information about ESS Fund Management,LIC also is available at the SEC’s
websitewww.adviserinfo.sec.gofclick on the link, select “investment adviser firhrand type
in our firm name). Results will provide you both Ral and 2 of our Form ADV.

We are a registered investment adviser with theu@exs and Exchange Commission. Our
registration as an investment adviser does notyirmpy level of skill or training.



Item 2 - Material Changes

No material changes have been made since thenlagabupdate in March 2014.
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Item 4 - Our Advisory Business

THE FIRM

ESS Fund Management, LLC was founded in 2010 hy &riStein, the firm’s majority owner.
INVESTMENT SERVICES

We provide investment management services to afgrigooled investment fund and private managed
accounts, utilizing a multi-strategy, long-shorvestment platform focused primarily on investing in
equity and debt securities.

Our objective is to achieve above average anndatn® in any market environment while preserving
capital during adverse market conditions. We deeichieve this objective by investing long andisg
short equity and debt securities. However, we niag mvest in commodities and derivative securjties
including credit default swaps, interest rate swapavertible securities, options, warrants andries.

Our strategy involves the integration of:

(1) Primary Research and Valuation Analysis;
(2) Opportunistic Short-Term Trading; and
(3) Disciplined Risk Management.

We believe that combining the foregoing three temhes will produce above average annual risk-
adjusted returns while providing above averagetabprotection.

In the case of our private investment fund cliemhile our portfolio manager strictly adheres to the
investment strategy set forth in the fund’'s PrivR@cement Memorandum, our investment strateggtis n
tailored to the individual needs of the fund’s ist@s and neither the fund nor its investors mayose
restrictions on investing in certain securitiedygres of securities. For our separately manageduants,
our advice largely mirrors that provided to theduwe do not tailor our advice to the individuakds of
clients. Clients in accounts we manage may nobgagestrictions on investing in certain securiges
types of securities.

WRAP FEE PROGRAMS:
We do not participate in wrap fee programs.
ASSETS UNDER MANAGEMENT:

The amount of client assets that we manage on @etiisnary basis, as of February 28, 2015, is
$33,207,483. We do not manage any client asseasnam-discretionary basis.



Item 5 - Fees and Compensation

SEPARATELY MANAGED ACCOUNTS:

We provide investment advisory services to ingonal and high net worth investors through sepérate
managed accounts. Fees for separately managednasdtbat utilize our equity strategies are neptia
and generally are based upon a percentage of asglts management and performance. We reserve the
right to negotiate all fees. Some clients may payaror less than others depending on certain fector
including, but not limited to, the type and sizetloé account. The fees that we charge for invagtme
advisory services are negotiated in written agregsneetween our firm and our clients.

Currently, we provide investment advice only to aged accounts opened by the principal’s family
members. We generally waive fees for the pringpamily members. However, the principal receives
an annual flat amount consulting fee from one eséhmanaged accounts, which is paid on or about the
15" day of each calendar month. Because clients mjyterminate their agreement with us at the end
of a month, they will not pay a management feexcess of what they owe. Therefore, there will be n
opportunities to refund management feége do not deduct any fees from managed accoumtglie

PRIVATE INVESTMENT FUND:

Our firm, or an affiliate of our firm, receives cpemsation from our private investment fund cliesdd

on both the percentage of assets we manage andrfmmmpance achieved for the client's account. We
structure our performance-based compensation af#-ginaring allocations through general partner
interests that our affiliate holds in the fund. r Fovestors in our private investment fund cliemiy fees
are not negotiable, except under certain limitecuenstances.

ESS Capital Management L.P.

Management Fee: 1.5% annually of each investopgalaaccount balance.

Performance Allocation: 20% annually of the fundst realized and unrealized profits for the year,
subject to a “high water mark.” A “high water méar&nsures that we only receive performance
compensation when an investor’s account valugieear has recovered any losses from prior years.

If an investor's capital account incurs a loss rafe performance allocation has been made, the
performance allocation will not be rebated and fihed's general partner (our affiliate) will retaihe
payment, but no further performance allocation bllmade in subsequent years until the capitaluetco
has reached a new “high water mark” as describegaabIf an investor makes a withdrawal at a time
when its capital account balance is below its histthigh water mark” level, the level is ratablgduced

to reflect such withdrawal.

The performance allocation is generally calculaad charged to each investor’s capital accourtet t
end of each fiscal year. A performance allocatsoalso calculated and charged (i) with respecry
investor permitted or required to withdraw or trf@nsall or a portion of its interest in the fundyda(ii)
with respect to an investor making a partial widwdal or transfer of its capital account, as of ame
other than the close of a calendar year on thes lzdisiet profits allocated to the capital accolmbugh
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the withdrawal or transfer date (but only with respto the amount withdrawn or transferred on argta
basis in the event of a partial withdrawal or tfans

We deduct the asset-based management fee froraritlis faccount quarterly in advance. We deduct our
performance-based compensation from the fund's uatcat the end of each year, or whenever an
investor in the fund is making a withdrawal, butyoan the withdrawn amount. Alternatively, we can
elect to retain our performance based compensatithre fund as an investment.

As explained above, the asset-based managemethiafeee charge our private investment fund client i
payable at the beginning of each quarter. Becthesénvestors in the fund can only withdraw money
from the fund on the last trading day of a calerglarter, they will not pay a management fee iresgc
of what they owe. In the event of a mid-quartethdsiawal required by the fund, a pro-rated amodnt o
management fees will be returned to the withdrawnngstor.

OTHER FEES AND EXPENSES:
All clients incur the following expenses:

* expenses related to researching and executingtmeastransactions and positions, including
brokerage commissions (including mark-up/mark-doamsecurities transactions) and custody
charges, other transaction fees, interest and coment fees on loans and debit balances,

e certain taxes,

* accounting, audit and legal expenses,

* investment-related travel expenses, and

* insurance expenses.

Investors in our fund client also incur costs ratato the offering of interests and placement tdrests
with new investors

(Item 12 provides additional information on our kerage practices.)
ADDITIONAL COMPENSATION:

Neither our firm nor our employees accept compémsatncluding sales charges or service fees, from
any person for the sale of securities or otherstment products.

Item 6 - Performance-Based Fees and Side-By-Side Management

Our firm (or one of our affiliates) receives perf@nce-based compensation from our private investmen
fund client of 20% of the fund’s net profits eaatay (subject to certain adjustments describecem B).
Currently, we do not receive performance-based emsgtion from our managed account clients. We do
not believe that our managed account clients avgesuto a risk that we will favor the our fundesit on

the basis of its fees because the fund and the gednaccounts generally invest in the same long and
short investments in relative proportions accordagexposure targets. For additional information o



trade allocation among the fund and our manageduatclients see “Trade Allocation and Aggregation
Procedures” in Item 12.

Item 7 - Types of Clients
We provide services to a number of clients:
* High Net Worth Investors
* Institutional Investors
* Pooled Private Investment Fund
SEPARATELY MANAGED ACCOUNTS

To open a separately managed account, we genamdjyire an initial minimum investment of
$1,000,000, subject to our discretion to accefseieamounts.

PRIVATE INVESTMENT FUND
We generally require an initial minimum investmeh$500,000.

To comply with Securities and Exchange Commissegulation, we require that U.S. investors in our
fund client qualify as both accredited investors ajualified purchasers. Accredited investors are
generally (i) individuals with $1,000,000 of net m¥o (excluding their primary residence) or who have
made $200,000 in each of the two previous years$800,000 joint income with one’s spouse) or (ii)
entities with assets totaling over $5,000,000. li@)ed purchasers are generally individual investor
certain family-owned entities with over $5,000,d80nvestments or entities with over $25,000,000 in
investments.

Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss
Primary Research and Valuation Analysis.

In managing our clients’ assets, we conduct quativé and qualitative analysis on publicly traded
securities. The emphasis is on developing an atewontrary perception of the future prospectarof
industry or a company and its securities. A cagtxéew of an industry or company is achieved wiaen
are able to refine our assumptions to the poiniviath they differ greatly from a general consensus
regarding an industry or a company’s future eamingWVe originate the inputs to reach differing
assumptions from exhaustive, mostly first-handpiimiation derived from a large and diverse group of
contacts and public and private information sourtbed are permitted to provide us information under
U.S. securities laws. These inputs are used te gnioprietary models of a company’s estimatedré&itu
earnings. Upon reaching an independent valuatienattempt to determine catalysts that will calnge t
security’s price to move towards its intrinsic v@la the upcoming one to twelve-month period.



Investments are chosen from a variety of industailed market capitalizations. Our sources of ideas
include our specialized knowledge of various sectidrthe market, as well as industry contacts dnat
permitted to provide us information under U.S. s#@s laws and proprietary screens of securities
databases. The common theme in our investmeriteisndependent development of a perception of
value that is accurate and distinct from the cosisen

Opportunistic Short-term Trading.

Once a valuation is determined and a positiontsbéshed, we will seek to take advantage of stent
fluctuations in the security’'s price to add to awduce positions. The objective of our opportuaisti
short-term trading is to add to returns and mamesge

Disciplined Risk Management.

We attempt to manage risk by simultaneously maiimigiboth long and short positions to help mitigate
market fluctuations. We typically limit both ouseiof leverage and options on behalf of our clients

INVESTMENT TECHNIQUES

Consistent with the foregoing investment strateggt process, clients’ portfolios will consist of égu
and debt securities and may consist from time meetiof varying combinations of long and short
positions. There are no predetermined limits @enrtative amount of capital that may be investedy|
or short or in equity or debt securities.

The relative level of long and short positions defseupon our evaluation of the relative attractessnof
investment opportunities, our perception of generatket conditions, and other factors.

We may also employ investment techniques involvirgjruments in lieu of equity and debt securities,
such as commodities and derivative securities,udioh credit default swaps, interest rate swaps,
convertible securities, options, warrants and fgurwhich may afford more favorable risk/reward
relationships. We utilize leverage through matmnrowing to the extent we believe appropriate.

In addition to purchasing securities that we beiey be undervalued, we also sell securities shibis
technigue involves the sale of securities not owhgdur clients in the expectation of being able to
repurchase the same securities at a lower price later date. To make delivery, we must borrow
securities for our clients. All rights of ownenghiemain with the lender and we are responsibidé¢o
lender for dividends or other distributions durthg time that the securities are borrowed.

Cash is realized by the selling broker as a resiulhe short sale and in some instances our clieatg
receive a negotiated portion of the interest osetfands. The clients will incur a loss on sugdosition
if the price of the securities involved increasesateen the date of the short sale and the datehachw
we “cover” our position by purchasing the secusitie replace those borrowed. Our clients will iz=aé
gain if the securities decline in price betweersthdates.

We also engage in various types of options tramsastincluding hedging, by investing in options on
securities and the writing (selling) of options,i@fhmay be covered or uncovered. We can alsaetili



certain options, such as various types of indesnmarket basket” options, in an effort to hedge aghi
certain market-related risks, as we deem appre@pridie also borrow in order to enhance the clients’
investment leverage in certain circumstances, harktare no restrictions on our capacity to boroow
clients’ behalf other than limitations imposed lepders and any applicable credit regulations. Heo t
extent that we use leverage, clients’ assets tictease or decrease at a greater rate thamrvised
money is not used. Loans generally may be obtafred securities brokers and dealers or from other
financial institutions; these loans will be secut®dsecurities or other assets of our clients Eddap
such brokers or financial institutions.

RISK OF LOSS:

All investments in securities include a risk ofda¥f principal (invested amount) and any profitst thave

not been realized (the securities were not soltbtzk in” the profit). Stock and bond markets fluate
substantially over time. In addition, as recerdbgl and domestic economic events have indicated,
performance of any investment is not guaranteeg. aAesult, there is a risk of loss of the assa&s w
manage that may be out of our control. We canwmetrantee any level of performance or guarantee
against loss in connection with our investment swhyi services. Investing in securities involves tisk

of loss. Our clients and investors in our fundrigust bear this risk.

Below is a summary of certain risks that may imgastclients’ investments, or an investment ourdfun
Debt Securities

As noted above, we invest in debt securities omalbadf our clients. Investment in debt securities
involves both interest rate and credit risk. Gahgr the value of debt instruments rises and falls
inversely with fluctuations in interest rates. iAterest rates decline, the value of debt secargenerally
increases. Conversely, rising interest rates terchuse the value of debt securities to decreBsads
with longer maturities generally are more volathan bonds with shorter maturities. To the extbat
interest rates move in a direction contrary to theection we anticipated, the overall investment
performance of our clients will be affected. Tharket value of debt securities also varies accgrébn
the relative financial condition of the issuer. general, lower-quality bonds offer higher yieldsedo the
increased risk that the issuer will be unable tetits obligations on interest or principal paynseat the
time called for by the debt instrument.

Foreign Securities

We may invest in securities of listed companies idded or operating in one or more non-U.S.
countries. Investing in non-U.S. securities ineslvconsiderations and possible risks not typically
involved in investing in securities of companiesmildled and operating in the United States, inahgdi
instability of some governments, the possibility exfpropriation, limitations on the use or removél o
funds or other assets, changes in governmentalnégtraition or economic or monetary policy (in the
United States or abroad) or changed circumstamcdealings between nations. The application ddlloc
tax laws (e.g., the imposition of withholding taxes dividend or interest payments) or confiscatory
taxation may also affect investment in non-U.Susées. Higher expenses may result from investmen
in non-U.S. securities than from a similar investiria domestic securities because of the costsninat



be incurred in connection with conversions betwe@nous currencies and brokerage commissions that
may be higher than the United States. Non-U.Surgezs markets also may be less liquid, more velat
and less subject to governmental supervision thathe United States. These investments could be
affected by other factors not present in the Unéates, including lack of uniform accounting, dindj

and financial reporting standards and potentidicdikies in enforcing contractual obligations.

Currency Risks

Investments that are denominated in currencies ¢tia the U.S. dollar are subject to the risk that
value of a particular currency will change in riglatto one or more other currencies. Among théofac
that may affect currency values are trade balartbeslevel of short-term interest rates, differenae
relative values of similar assets in different emgies, long-term opportunities for investment aeapital
appreciation, and political developments. We magkde hedge these risks by investing in currenties,
there can be no assurance that such strategieisengiifective.

Portfolio Turnover

Our clients’ annual portfolio turnover rate may ywaglepending on market conditions. Accordinglyr ou
clients’ annual portfolio turnover rate could berhagh as several hundred percent a year or higirer (
annual portfolio turnover rate of 100% would ocdor, example, if all of the stock in a client’s piotio

were replaced in a period of one year). Our clidr@se not placed any limit on the rate of portfolio
turnover and portfolio securities may be sold withiegard to the time they have been held whemun
opinion, investment considerations warrant suchoactA high rate of portfolio turnover involves
correspondingly greater expenses, such as brokeagmissions, than a lower rate. Tax consequences
of specific transactions and holding periods wél lalanced against each investment opportunitynin a
attempt to lessen, but not minimize, capital géans

Market Risks

The profitability of a significant portion of ounvestments depends to a great extent upon outyatiili
correctly assess the future course of price movesrarspecific securities and other investmentber@
can be no assurance that we will be able to prexticurately these price movements. At times, the
securities markets experience great volatility angredictability. The clients’ portfolios will ihede a
combination of long positions and short positiortsol we generally expect should cause the portolio
not to be fully correlated with the overall markfitection of securities in the markets in whichytlzee
sold. Nevertheless, to the extent that the podfolay from time to time reflect a net long or neors
bias, there may be some positive or negative @airoal between the performance of the portfolio el
direction of the market. To that degree markeeaion will not necessarily be a “neutral” factoittw
respect to our clients’ performance.

Sector Specific Risks

The success of issuers in the sectors in which wg mvest is subject to all risk factors generally
affecting their respective industries. Such risictérs include, among others, increasingly intense
competition, rapid changes in technology, and &iamt capital requirements. The increased
proliferation of issuers entering these industaied the trend toward business combinations arehatis
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contribute to the highly competitive atmospher¢helse industries. Existing and potential compegits
the issuers in which we expect to invest may havwantial, personnel and other resources signifigant
greater than those of such issuers. Rapid andfisat changes in technology relating to evolving
industry standards and frequent new product andcgemtroductions create significant businessgifk
market participants, including those issuers inclivhive may invest. Moreover, competition can result
significant downward pressure on pricing.

There can be no assurance that issuers in whicmwest will successfully penetrate their markets or
establish or maintain competitive advantages. diditeon, local and international legislation and
regulation could have significant effects on operst of issuers in which we may invest. Certainhef
industries in which we may invest may be subjecextensive local government regulation and may
therefore be affected by government regulatory ireqents, patent protection considerations, product
liability concerns, and similar significant matterés these factors impact the industry, the vatithe
clients’ investments may fluctuate significantlyeovelatively short periods of time. The issuers/hich

we may invest may have relatively small market tdigations and trading volumes may be low.
Liquidity issues, together with adverse developmeaither industry or issuer specific, may sigaifity
impact share prices.

High Growth Industry Related Risks

Certain of the high growth issuers in which we niayest may allocate, or may have allocated, greater
than usual amounts to research and product develapiihe securities of such issuers may experience
above-average price movements associated withdfeeiped prospects of success of the research and
development programs In addition, issuers in whighinvest could be adversely affected by lack of
commercial acceptance of a new product or produrcksy technological change and obsolescence. Some
of these issuers may have limited operating hissoriAs a result, they may face undeveloped otduini
markets, have limited products, have limited actessapital and/or be in the developmental stages o
their businesses.

The markets in which many high growth issuers dpeaae extremely competitive. New technologies
and improved products and services are continuadiyng developed, rendering older technologies,
products and services obsolete. Moreover, conmpetdan result in significant downward pressure on
pricing. There can be no assurance that issuershioh we invest will successfully penetrate their
markets or establish or maintain competitive adxges.

High Yield Securities

“High yield” bonds and preferred securities thag sated in the lower rating categories by the vexio
credit rating agencies (or comparable non-ratedrgess) are subject to greater risk of loss ohpipal

and interest than higher-rated securities and arerglly considered to be predominantly speculative
with respect to the issuer’'s capacity to pay irger@nd repay principal. They are also generally
considered to be subject to greater risk than gexumwith higher ratings in the case of deterianmatof
general economic conditions.
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Because investors generally perceive that thergraaer risks associated with lower-rated seegritihe
yields and prices of these securities may tentutduate more than those for higher-rated secaritiehe
market for lower-rated securities is thinly tradmad less active than that for higher-rated seegstiti
which can adversely affect the prices at whichérsecurities can be sold. In addition, adversdigtyb
and investor perceptions about lower-rated seesritwvhether or not based on fundamental analysig, m
be a contributing factor in a decrease in the vahetliquidity of such lower-rated securities.

Small and Medium Capitalization Stocks

Our clients have or may in the future have invesisien small- to medium-sized issuers of a less
seasoned nature whose securities are traded iovéiethe-counter market. These securities often
involve significantly greater risks than the setesi of larger, better-known issuers. In additiodeing
subject to the general market risk that commonksirices may decline over short or even extended
periods, we will invest in securities of issuerattare not well-known to the investing public anaynmot
have significant institutional ownership. The g@@s of such issuers may be more volatile in @aad
have lower trading volumes than the securitiesagfdr capitalization stocks included in the S&P 500
Index.

Soecial Stuations

Special situation investing involves companies vehescurities are expected to increase in valuealae
particular external or internal development. Tlaetipular developments range from a re-evaluatibn o
companies’ securities by the investment commuitguch specific events as management, regulatory or
legal change; or a spin-off, reorganization, retzdigation, liquidation or bankruptcy. There iskiof

loss if anticipated developments fail to occurfanarket conditions change. For example, if we pase
securities in anticipation of a reorganization, &na reorganization does not in fact occur, we rbay
required to sell the securities at a loss. Moreoaesubstantial period of time may elapse betwaen
purchase of the securities and the occurrence efatfticipated reorganization or valuation change.
During this period, a portion of our clients’ asseiould be committed to the securities purchased.

Issuers are also subject to proxy contests in whlissident shareholder groups seek to change
management or to effect extraordinary corporatestiations, such as a sale, liquidation or reorgaioiz

of the issuer. When such proxy contests are coroatgrwe will make a determination of the probayilit
as to whether the dissident shareholder group deileat current management. If we believe thad it i
likely that current management will be defeated @rad the new management of the issuer will be &ble
improve the issuer’s performance or effect a salegaidation of the issuer, we may invest in Séoes

of the issuer in the expectation that the pricéhefissuer’s securities will increase to a pricevabthat
paid for the securities by our clients. If the amtr management of the issuer is not defeated evif
management is unable to improve performance orcseliquidate the issuer, the market price of the
issuer’s securities will often fall to a price belthat paid for the securities by our clients, cagidosses.

In addition, even upon the successful completiora giroxy contest, the market price of the issuer’s
securities may not rise to a price above that fmithe securities by our clients.
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Distressed Securities and Claims

We may acquire interests in securities, debt insénts and other obligations of issuers that are
experiencing or may experience significant finahorabusiness difficulties. Investments in the tdeb
equity of companies involved in reorganization gexings typically entail a number of risks thatndd
normally apply to investments in financially souocdmpanies. For example, if our evaluation of the
anticipated outcome of a reorganization or thertgrof such outcome should prove incorrect, loss@g m
be incurred. A wide variety of considerations makg evaluation of the outcome of an investment in
such an issuer uncertain. Such considerationadeclfor example, the possibility of litigation tveten

the participants in a reorganization or liquidatiproceeding or a requirement to obtain mandatory or
discretionary consents from various government#ha@ities or others. The uncertainties inherent in
evaluating such investments may be increased lay &gl practical considerations which limit ouresx

to reliable and timely information concerning méatkdevelopments affecting an issuer, or which eaus
lengthy delays in the completion of a reorganizatio liquidation proceeding. Competition from athe
investors may also render it difficult or impossilfor us to achieve intended results or promptfgaef
transactions.

Counterparty and Settlement Risk

To the extent we invest in swaps, derivative oitlsgtic instruments, other over-the-counter trargast

or in certain foreign securities that are not scibje clearing requirements, we may take a crésktwith
regard to parties with whom we trade and may a&sr bhe risk of settlement default. These risky ma
differ materially from those entailed in exchangedied transactions which generally are backed by
clearing organization guarantees, daily markingaerket and settlement, and segregation and minimum
capital requirements applicable to intermediarie$ransactions entered into directly between two
counterparties generally do not benefit from sucbtgztions and expose the parties to the risk of
counterparty default. It is expected that all s#i@s and other assets deposited with custodians o
brokers will be clearly identified as being assetsour clients and hence our clients should not be
exposed to a credit risk with regard to those partHowever, it may not always be possible to aehie
this and there may be practical or time problens@ated with enforcing our clients’ rights to thei
assets in the case of an insolvency of any of thastees.

Use of Over-the-Counter Derivatives

We may make use of derivatives, such as warrapisons, convertible securities and swaps in our
investment program. The use of derivative instruemtails a variety of material risks reflectirgp t
often extremely high degree of leverage embeddéese instruments and limited liquidity.

Derivative products are highly specialized instrateethat require investment techniques and risk
analyses different from those associated with otjyees of securities or obligations, and therefais®
present certain operational risks.

Over-the-counter derivative transactions includegtely negotiated principal-to-principal transans
in which performance is the responsibility of thelividual counterparty and not an organized exchang
or clearinghouse. The risk of nonperformance lgydbunterparty on such transactions may be greater
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than with exchange-traded instruments, and the wakeavhich we can dispose of or enter into offieett
positions with respect to these transactions malg$sthan in the case of exchange-traded instrismen
These transactions are also not subject to the $@meeof government regulation as exchange-traded
instruments, and therefore many of the protectmifisrded to participants in a regulated environment
may not be available.

Other risks include the risk of mispricing or impes valuation of derivatives and the inability of
derivatives to correlate perfectly with underlyiagsets, rates, indices or other derivatives. Many
derivatives, in particular privately negotiated idatives, are complex and are, by their natureyeel
subjectively. Incorrect or improper valuations casult in increased payments to counterpartiesloss

of value to an investor. In addition, because we @mpensated on an incentive basis (which takes
account of unrealized gains), incorrect or impropauations may affect the amount of such
compensation. The pricing relationship betweeivdaves and the underlying assets, rates or isdice
which they are based may not conform to anticipaiedistorical correlation patterns, resulting in
unanticipated losses.

We may invest in certain senior secured and unsdcdebt obligations by entering into total rate of
return swap transactions on such obligations. Unldese transactions, our clients’ interest in the
obligation will be limited to the economic beneditthe obligation underlying the swap transactimmng
our clients will not have any ownership interessuth obligation. In addition, our clients genigralill

not have the right to enforce any right of the Endgainst the borrower under the loan documematio
nor will our clients have the ability to force theap counterparty to exercise its rights, if any;dspect

of the underlying loan.

Credit Default Svap Agreements

The “buyer” in a credit default contract is obligdtto pay the “seller” a periodic stream of payraeer

the term of the contract in return for a contingpayment upon the occurrence of a credit event with
respect to an underlying reference obligation. €&y, a credit event means bankruptcy, failurpdy,
obligation acceleration or modified restructurint.a credit event occurs, the seller typically tmpay

the contingent payment to the buyer, which is tgjycthe “par value” (full notional value) of the
reference obligation. The contingent payment mayalcash settlement or by physical delivery of the
reference obligation in return for payment of thed amount of the obligation. Our clients may itiece

the buyer or seller in the transaction. If our ies a buyer and no credit event occurs, our clieay
lose its investment and recover nothing. HoweNea, credit event occurs, the buyer typically reesi

full notional value for a reference obligation thmay have little or no value. As a seller, oueti
receives a fixed rate of income throughout the tefitine contract, which typically is between onentio
and five years, provided that no credit event agcuf a credit event occurs, the seller may paytthyer
the full notional value of the reference obligation

Credit default swaps involve greater risks thawafhad invested in the reference obligation diyecth
addition to general market risks, credit defaulaps/are subject to liquidity risk and credit risk.buyer
also may lose its investment and recover nothiraylsha credit event not occur. If a credit eveiat d
occur, the value of the reference obligation reegiby the seller, coupled with the periodic paymsent
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previously received, may be less than the fullor@l value it pays to the buyer, resulting in aslo$
value to our clients.

Interest Rate Transactions (Swaps, Caps and Floors)

We may enter into interest rate swap, cap or floansactions for speculative or hedging purposes.
Interest rate swaps involve the exchange by usebalbof a client with another party of their respee
commitments to pay or receive interest (e.g., achamrge of floating rate payments for fixed rate
payments) computed based on a contractually-basedgal (or “notional”) amount. Interest rate gvga
are entered into on a net basis (i.e., the two payrstreams are netted out, with our client rengivar
paying, as the case may be, only the net amouhiedivo payments).

Interest rate caps and floors are similar to ogtionthat the purchase of an interest rate cagoor f
entitles the purchaser, to the extent that a Spdaiidex exceeds (in the case of a cap) or fallevb (in
the case of a floor) a predetermined interest tateeceive payments of interest on a notional arhou
from the party selling the interest rate cap ooiflo

Short Sales

Short sales can, in certain circumstances, suleitgnncrease the impact of adverse price movesent
our clients’ portfolios. A short sale involves thsk of a theoretically unlimited increase in tmarket
price of the particular investment sold short, vehoould result in an inability to cover the shoospion
and a theoretically unlimited loss. There is tis& that our client must return the securitiesatrows, in
connection with a short sale, to the securitiesléeron short notice. If a request for return ofrbaved
securities occurs at a time when other short setiethe security are receiving similar requestshmrt
squeeze” can occur, and we may be compelled tacediorrowed securities previously sold short with
purchases on the open market at the most disadyemta time, possibly at prices significantly in ess
of the proceeds received in originally selling gerurities short. Shorting is an inherent part wf o
investment strategy, and will be used for investimgmeculative and hedging purposes. Gains aisgdos
on short sales are generally treated by clienghad-term gains and short-term losses for tax qre®g.

Reliance on Cor porate Management and Financial Reporting

Our strategies often rely on the financial inforimatmade available (on a non-confidential basisjhey
issuers of securities in which we invest. Recemnév in the United States and around the world have
demonstrated the material losses that investorl ascour clients can incur as a result of corporate
mismanagement, fraud and accounting irregulafiyethe issuers of such securities.

Repurchase Agreements.

A repurchase agreement is, in effect, a loan biyeatcsecured by collateral posted by the borrowara
repurchase agreement, our client will purchasecargg and simultaneously agree to resell it toskker
at a future date. The resale price is greater thepurchase price reflecting the interest bemug o the
client on the loaned funds. In the event a selefaulted on its repurchase obligation, the climaty
suffer a loss of the proceeds from the sale ictiiateral is less than the repurchase obligation.
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The rate of interest earned by the client on ansd@ase agreement may be below the rate of intatest
which the client may borrow funds for an equivaleetiod of time.

Rever se Repurchase Agreements

We may enter into reverse repurchase agreemeritsvilhanvolve certain risks. In reverse repurchas
agreements, clients sell securities and agreeparchase such securities on demand or on a spkcifie
future date and at a specified price. Reversercbpse agreements involve the risk that the bulytdreo
securities sold by the client might be unable tbvde them when the client seeks to repurchase such
securities. If the buyer of the securities under teverse repurchase agreement becomes insolvent o
files for bankruptcy, the buyer or a trustee orereer may receive an extension of time to determine
whether to enforce the client’s obligation to refhase the securities, and the client’s use of tbegeds
payable to it in connection with the reverse repase agreement may be effectively restricted pgndin
such determination.

Hedging Risk

Hedging transactions in which we may engage inclmaiging or selling options or futures or entering
into contracts, swaps or other derivatives tramsastparticularly with respect to foreign curremscie
Hedging transactions can be expensive and havs, ris&luding the imperfect correlation between the
value of such instruments and the underlying assetsthe possible default of the other party to the
transaction or illiquidity of the derivative instnents. Thus, the use of hedging transactions emyltrin
losses greater than if they had not been used,rewyire us to sell or purchase portfolio securiies
inopportune times or for prices other than curreatket values, may limit the amount of appreciatiuan
clients can realize on an investment, or may cagge hold a security that we might otherwise sell.

Futures Contracts and Futures Options

We may trade futures and futures options provithed tve have obtained any necessary registrations or
are exempt therefrom. The prices of these comstract highly volatile. Because of the low margin
deposits normally required in futures trading, ghhdegree of leverage is typical of a futures trgdi
account. As a result, a relatively small price sment in a futures contract may result in substhnti
losses to the investor. Commodity exchanges filonituations in futures contract prices during gt

day. During a single trading day, trades may mogxecuted at prices beyond the “daily limit.” ©rnhe
price of a futures contract for a particular comityptias increased or decreased by an amount egual t
the daily limit, positions in the commodity canether taken nor liquidated unless managers dhiegyi

to effect trades at or within the limit.

Dependence on Management

All decisions with respect to the management of dignts made exclusively by our firm and our
affiliate, both of which are majority-owned and raged by Eric Stein. Accordingly, our clients’ sugze
is entirely dependent on the skill and experierfddro Stein.
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Risks of Particular Investments

Our investments on behalf of clients will be subjerall of the risks attendant to any investment i
equity securities. In addition to the factors dssed elsewhere, investments may decline in valuary
number of reasons over which we may have no contr@duding changes in the overall market for eguit
securities and factors pertaining to particulaitfpbo securities, such as management, the madtehe
issuer’s products or services, sources of suppignsfic or technological changes within the igssie
industry, the availability of additional capitaldlabor and other similar conditions.

Some of the companies in which we invest may bativelly small, lesser known and/or unseasoned
companies. Although many of these companies mésr greater growth potential than larger, more
mature, better-known companies, investing in treeigges of such companies also involves greasdt ri
and the possibility of greater portfolio price illty.

Securities Markets Generally

Equity securities of smaller issuers may be legpsidi and are generally subject to greater pricatuiy
than securities of more broad-based, diversifiathganies. The markets for securities of some issuer
have substantially less volume than the markebtber securities. The markets for securities age
companies may also be in early stages of their ldemeent. Even the markets for relatively widely
traded securities may not be able to absorb, witpoge disruptions, a significant increase in ingd
volume or trades of a size customarily undertakemstitutional investors in the securities markets

Accordingly, these markets may be more susceptibtbe adverse effects of events generally affgctin
the market, and by trades of significant blockseturities, than is usual for similar securitiesraire
diversified companies. The less liquid the market, more difficult it may be for us to accuratelycp
portfolio securities or to dispose of securitiegn@ times we determine to be appropriate.

Short Term Trading

We engage in short term trading from time to tiiflee risks of short term trading include a high fodi
turnover rate involving larger brokerage commisseapenses that must be borne directly by the dlient
and will result in a corresponding economic bertefithe clients’ brokers, which may execute a nigjor
of the clients’ trades. Short term trading alsoegates short term capital gains. Clients (or St in
the fund) are taxed on their share of these ge@ggsrdless of whether they are distributed.

Investment Selection

We frequently select investments on the basisfofmmation and data made directly available to ushey
issuers of the securities and other instrumenthraugh sources other than the issuers, in additon
registration filings with regulatory bodies. Aliingh we evaluate all of this information and datd seek
independent corroboration when we deem appropaate when the information or corroboration is
reasonably available, we are not always in a mosito confirm the completeness, genuineness or
accuracy of all information and data.

16



No Control over Portfolio Issuers

We may from time to time acquire substantial posdi in the securities of particular companies.
Nevertheless, our clients are not likely to obtapresentation on the board of directors or anyrobn
over the management of any company in which thentdiinvest and the success of each investment
depends on the ability and success of the manageshdre portfolio issuers in addition to econoraitd
market factors.

The specific investment risks affecting our funde agpically disclosed in a private placement
memorandum and/or investment management agreerekrgred to investors prior to subscription. For
a more complete discussion of risks, please corbaltprivate placement memorandum, investment
management agreement, or other disclosure docymevitled in connection with your investment.

Item 9 - Disciplinary Information

Neither our firm, nor any of our directors, offisasr principals has been involved in any investment
related criminal or civil actions in a domesticrdign or military court.

Neither our firm, nor any of our directors, offisasr principals has been involved in any administea
proceedings before the Securities and Exchange @ssian, any other federal regulatory agency, any
state regulatory agency or any foreign financiglutatory authority.

Neither our firm, nor any of our directors, offisasr principals has been involved in any self-ratpry
organization proceedings.

Item 10 - Other Financial Industry Activities & Affiliations

Neither our firm, nor any of our directors, offiseor principals is registered as a broker-dealea or
representative of a broker-dealer or has an apiglitgpending to register as a broker-dealer or a
registered representative of a broker-dealer.

Neither our firm nor any of our directors, officemsprincipals is registered, or has an applicagiending
to register, as a futures commission merchant, ocaditsnpool operator, a commodity trading adviser, o
is an associated person of any of the above.

Relationship with Other Investment Adviser

Our firm’s principal owner and portfolio managemic&Stein, remains employed by FSI Group, LLC
(“FSI”). FSl is a registered investment advisexttmanages over $4 billion in publicly traded eguit
investments, private equity investments and fixadome securities issued primarily by financial
institutions. Eric Stein serves as the Managing®or of FSI responsible for public and privatelded
equity investments and strategy.

Our clients will not be entitled to participateany investment opportunities or activities of F&hay of
its funds, affiliates, officers, owners, or diragoand will not benefit from FSI's research persaror its
information and administrative infrastructure. dddition, as an employee of FSI, Mr. Stein remains
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subject to the internal policies and proceduresSif including its strict prohibition on the useroaterial
non-public information. Mr. Stein and our cliemnigl be subject to FSI's restricted list and preckence
trading requirements. While the activities of e8¢ expected to remain focused on the financiaices
industry, as a result of Mr. Stein’'s employment olients could become indefinitely restricted irith
ability to acquire or liquidate certain securities.

Although Mr. Stein remains employed with FSI, heates the majority of his business time and efforts
to our firm.

Relationships with Pooled Investment Vehicles

Our firm and our affiliate, ESS Capital Advisord,@, have sponsored a private investment fund tleat w
manage. ESS Capital Advisors, LLC serves as tinergépartner to our fund client. Our fund client
does not have independent management. Althouglatrangement may give us heightened control and
discretion over the fund, we manage any potentflicts of interest by adhering to the investment
strategy and investment allocation policy discugseits Private Placement Memorandum. In addition,
the fund’s general partner (our affiliate) entergg the investment management arrangement withnus
behalf of the fund. While this may be an interdgtarty agreement, the material terms of the imuest
management arrangement are fully disclosed toadistors in the fund prior to their investment.

OTHER ACTIVITIES

We may engage in other business activities and geatiee accounts of other clients, including, pdgsib

a companion fund formed in an offshore jurisdictid®ie are not required to refrain from any other
activity, to disgorge any profits from any suchiaty, whether as members or partners of additional
investment funds or otherwise, or to devote alwy particular part of the time and effort of arfyoar
partners, officers, directors or employees to dignts. We may provide services to, advise, sponsor
and/or act as investment manager to investmentchashiand other persons or entities (including
prospective investors in the fund) which may haimilar structures and investment objectives and
policies to those of our existing clients and whiny compete with our existing clients for investine
opportunities.

Our principal and employees will not be devotingithime exclusively to the management of our ¢8en
We may engage in activities, including financialiadry activities that are independent from and may
from time to time conflict with those of our clientSignificantly, our portfolio manager remains
employed by FSI and may devote certain amountssdbimsiness time to FSI or any additional ventyre(s
or employer(s). Therefore, we will have conflictSinterest in allocating time, services and funesio
among our clients and such other persons to whpnavide services.

OTHER CLIENTS

Other accounts managed by: (i) us or our affilia(@s FSI; or (iii) any affiliates of the foregom
(collectively, “Other Accounts”) may hold or maycgre positions in portfolio companies in which our
clients invest. Similarly, our clients may hold acquire positions in which such Other Accountsdhol
investments. Such investments may be coincidenprecede one another. Our clients may have
divergent interests from such Other Accounts widispect to exit strategies from these portfolio
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companies, restructuring the capital structure usiriess of these companies or other matters affpcti
our clients’ investment in these companies. Initaaig conflicts may arise due to the fact that €@th
Accounts may invest in different levels of the ¢apstructure of a portfolio company than our dgen
Investment activity of the Other Accounts may causeto become subject to legal or contractual
restrictions on our ability to effect transactidies our clients, for example due to the receiptnoh-
public information, due to non-disclosure agreemeant due to the existence of a control relationship
between us and a portfolio company. We intend tmaga any such situations, if any, in a manner
consistent with our fiduciary responsibilities taroclients and Other Accounts, which may not
necessarily be in the best interest of our clients.

Investment opportunities may come to our attenti@t would be suitable for both our clients and for
Other Accounts. Pre-existing or subsequent contahabbligations of the portfolio manager or his
employer, FSI, may restrict his ability to give alfocation of these investments to our clients. the
absence of such restrictions, we will attempt tocalte investment opportunities among our cliems a
the Other Accounts in a fair and equitable manoesistent with our duties to our clients and thhedt
Accounts. Investment decisions for our clients @ider Accounts are made with a view to achieving
their respective investment objectives and aftersmeration of factors such as their current hgslin
availability of cash for investment, and the siz¢éheir positions generally.

Purchase and sale orders for our clients may béic@u with Other Accounts managed by us and our
affiliates in the interest of obtaining the mostdeable net results for our clients.

NON-PUBLIC INFORMATION

From time to time, we may come into possession @f-public information concerning specific
companies. Under applicable securities laws, thés/ limit our flexibility to buy or sell portfolio
securities issued by such companies. Our cliemtgestment flexibility may be constrained as a
consequence of our inability to use such infornmafir investment purposes. Alternatively, while no
expected, we from time to time may decline to reeanaterial non-public information which we are
entitled to receive on behalf of our clients, ier to avoid trading restrictions for any of ouients,
even though access to this information might haeenbadvantageous to our clients and other market
participants are in possession of this informatitmaddition, non-public information in the possies of
personnel of FSI other than Mr. Stein may prevent dients from trading in securities to which the
information pertains.

We do not recommend or select other investmentsadyvifor our clients.
Item 11 — Code of Ethics and Code of Conduct

As required by regulation, we have adopted a Cddeétlics and Code of Conduct (the “Code”) that
governs and seeks to mitigate a number of potectiaicts of interest we have when providing adws
services. Our Code is designed to ensure we medidogiary obligation to our clients; to drive hema
culture of compliance within our firm; and to ensuhat our firm and our employees adhere to the
highest ethical standards.
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Our Code is designed to detect and prevent violatad securities laws, including the obligations avee
to clients. In recognition of the fiduciary obligans we owe to our clients, the Code contains igions
designed to prevent improper personal trading, garethe use of insider information in connectiomhwi
the purchase and sale of securities, and idemifiynaitigate potential conflicts of interest.

Our Code is comprehensive, and is distributed tch eamployee at the time of hire, and annually
thereafter (or more frequently if there are chahges

Our Code includes the following:

* Requirements related to the confidentiality of ienformation;

e Prohibitions on:

(0]

(0]

(0]

(0]

(0]

Insider trading (if we are in possession of matenan-public information);

The acceptance of gifts and business entertainthahexceed our policy standards;
Engaging in outside business activities withoubmpapproval;

Trading securities that are listed on an applic&#stricted List;

Seeking to influence adviser selection throughtisali contributions (pay-to-play)

» Policies governing:

(0]

(0]

Reporting of gifts and business entertainment;

Maintaining records of employee personal securiti@ssactions (including participation
in any IPO or private placement);

Maintaining records of any employee of politicahtrdbution;

Maintain on an on-going and quarterly basis recafdall personal securities holdings
and transactions;

Recordkeeping requirements regarding the potemimflicts of interest in outside
business activities and how to resolve such cdsflic

* On an annual basis, we require all employees teerddy any account in which they have a
beneficial ownership (they “own” the account or édeontrol” over the account), and virtually
all securities (except open-end mutual funds) they at that time; and

* Reporting (on an on-going basis and from time rt@e)i of any personal or business relationships
which may create a conflict of interest for therfior our clients.

You may request a complete copy of our Code byambimg us at ESS Fund Management, LLC, 150
East 52 St., 18" Floor New York, NY 10022 Attn: Eric S. Stein, 2220-6202 feric@esscapital.com
We will provide a copy of our Code to any clientppospective client upon request.

Employees of our firm do not recommend to clients, do they buy or sell for client accounts, se@si
in which they have a material financial interest.
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We do not engage in, nor do we intend to engagerincipal transactions (buying securities from or
selling securities to our clients). However, weuldoeffect any principal transactions in accordawgé
Section 206(3) of the Investment Advisers Act ofiQ9and provide written disclosure to the applieabl
client for approval before completing any such seation.

In the case of a principal transaction, we wouleksexecution consistent with our fiduciary obligas.

If similar transactions are considered on behalboé client that would be appropriate for our other
clients, at or about the same time, any of themestctions would be allocated in a manner beliéwédx:
fair and equitable.

Our employees and related persons may invest inairee securities in which we have invested as$ets o
our clients, but they may purchase or sell thesargees only after the clients’ purchase of sdl¢hese
securities, as the case may be.

ltem 12 — Brokerage Practices

In selecting brokers and negotiating commissioag,atve will take into account the financial stapiind
reputation of brokerage firms, the brokerage, meteand related services provided by such brokeds a
the referral of investors (consistent with bestceti®n), although the clients may not, in any atar
instance, be the direct or indirect beneficiaryhef research or related services provided.

RESEARCH AND OTHER SOFT DOLLAR BENEFITS:

We are authorized to pay higher prices for the Ipase of securities from or accept lower pricesttier
sale of securities to brokerage firms that prowdewith investment and research information orag p
higher commissions to such firms if we determinehsprices or commissions are reasonable in relation
to the overall services provided. In selecting lerskor dealers to execute transactions, we are not
required to solicit competitive bids and do notéaw obligation to seek the lowest available corsiois
cost. It is not our practice to negotiate “exemutonly” commission rates; thus our clients may be
deemed to be paying for research and other sergamsded by the broker that are included in the
commission rate. We may use research and releteates obtained by the use of commissions arising
from our clients’ portfolio transactions in our ethinvestment activities. Research and related sy
furnished by the custodian, prime broker or othekers will be limited to services that fall withthe
“safe harbor” provided in Section 28(e) of the S#ms Exchange Act of 1934, as amended.
Accordingly, research and related services maydel but are not limited to, written informationdan
analyses concerning specific securities, compamiegctors; market, financial and economic studres
forecasts, as well as discussions with researcéopeel; financial and industry publications; statéd

and pricing services utilized in the investment agement process.

Receipt of research, products or services from énokvho execute client trades or other third party
providers involves conflicts of interest. When uge client brokerage commissions to obtain research
products, or services, we receive a benefit bectusdirm does not have to produce or pay for the
research, products or services. Consequently, ayehave an incentive to select a broker based on ou
desire to receive research, products or serviegler than a desire to obtain most favorable ei@gut
which is in the clients’ best interest. Obtainihgse benefits may cause our clients to pay hitges
than those charged by other broker-dealers. Texhent that we are able to acquire these produruds
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services without expending our own resources, @& aof soft dollar benefits tends to increase our
profitability.

We can use these research services and produatsimection with our advisory services for any of ou
accounts, not necessarily for only the account tpatd” for them. For example, we might utilize
research services that a broker-dealer providefier of our clients in connection with our advisory
services for other clients and vice versa.

We currently do not have any soft dollar arrangesen place and did not obtain any products or
services with client brokerage commissions withie last fiscal year.

BROKERAGE NOT SELECTED BASED UPON CLIENT REFERRALS:

If otherwise consistent with seeking best execut@mmd provided we are not selecting the broker in
recognition of the opportunity to participate irpital introduction events or for client referralge may
place transactions with a broker that:

» provides us with the opportunity to participateapital introduction events sponsored by the
broker; or

» refers clients to us or investors for our privated client.

Because we have an obligation to obtain best eiectr our clients, we have a potential confliét o
interest when we receive client or investor refierfeom registered representatives of brokeragesiras
these referrals may create an incentive for usdersrokerage to those brokers. However, we select
brokers using factors unrelated to client referradsdiscussed above.

To further mitigate this potential conflict of im&st, we may refrain from using the referring bro&a
trades for that particular client and the cliemtsiqvestors in our fund) are provided and askeexecute
a disclosure form that provides information regagdiny referral fees we pay to such broker.

NO DIRECTED BROKERAGE:

Our firm does not recommend, request or requiredt@ient, nor do we permit a client to, directtas
execute transactions through a specified brokeledea

TRADE ALLOCATION AND AGGREGATION PROCEDURES:

As a general policy, we seek to allocate the pwehand sale of securities among potentially ekgibl
clients in a manner that is fair and equitable Hochents. We evaluate the appropriateness of the
purchase or sale of particular securities for edieimt, taking into account all relevant factors;luding;

0] restrictions placed on the account by the clieptagreements or by applicable law;
(i) the size of the account; and

(iii) the nature and liquidity of the security to be edited.
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Although these factors may lead us to allocatergeesito clients in varying amounts, we generakek
to allocate securities to clients using substdgtgmilar investment strategies on a pro ratabésased
on account size).

We typically allocate securities between our pevatnd client and those separately managed accounts
with substantially similar investment criteria. Whketermine the appropriate allocation among all
participating accounts prior to executing an ord€he price at which a security was purchased lar so
will be determined by calculating the average pdtall executions for such security taken on atlevs
entered through the same broker on any given déij, transaction costs calculated into the purchase
price. While trades for separately managed accalishts are aggregated, the fund’s trades are
separately executed through the fund’'s custodBecause all of the managed account clients ardyfami
members of the firm’s principal owner, we execugelés on behalf of the fund prior to executing ésad

for the managed accounts in order to avoid anyappee of favoring the managed accounts.

We may participate in Initial Public Offerings (‘03"”). We allocate IPOs among those clients peeohitt
to participate in IPOs where we believe that, basedhe account’s investment restrictions, riskfifgo
asset composition and cash levels, the IPO is proppate investment for such client. If the orétar
securities issued in an IPO is only partially filleve allocate securities to the participating acts on a
pro rata basis, in accordance with the intendestation, as determined by our portfolio managesetda
upon the factors we consider for any allocatioxcdptions may occur if the allocation would resala
client receiving only a de minimis amount of setes.

Trades for our managed account clients are aggrégdtiowever, due to the way our accounts areset u
for the fund and the managed accounts, we are ertabhggregate trades among the fund and the
managed accounts. Ultimately, clients benefit whken aggregate trades because they get volume
discounts on execution costs. The fund will noaibke to take advantage of these volume discounts.

Item 13 - Review of Accounts

SEPARATELY MANAGED ACCOUNTS:

Separately managed accounts are monitored dailyent€ receive quarterly letters, monthly account
value statements, and tax data annually.

PRIVATE INVESTMENT FUND:

Our private investment fund's portfolio is regularhonitored by our portfolio manager. The portoli
manager reviews and monitors the portfolio to emshat we are complying with the client’s investmen
strategy. Furthermore, the performance of eachpeom in which we invest on the fund’'s behalf is
reviewed not less than quarterly.

Investors in our fund receive quarterly letters,nthty account value statements, audited financial
statements annually, and tax data annually.
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Item 14 - Client Referrals and Other Compensation

Neither our firm nor any of our related persongéasty to any arrangement where it is paid cash or
receives some economic benefit (including equipn@nhon-research services) from a non-client in
connection with giving advice to clients.

We currently have no arrangements pursuant to whialegistered broker may be compensated for
referring clients or investors in our private fudéent. Future arrangements may be establishaa fro
time to time and could include an initial placemése and trailer fees, which are based on managemen
fees or performance fees that we may earn.

Item 15 - Custody

While it is our firm’'s practice not to accept or imain physical possession of any of our clientsses,
we are deemed to have custody of our fund’s asseter Rule 206(4)-2 of the Investment Advisers Act
of 1940, as amended, because we have the auttmetcess its funds and deduct fees and expermses fr
its account.

Private Investment Fund

In order to comply with Rule 206(4)-2, we utilizeetservices of a bank or qualified custodian (dsee
under Rule 206(4)-2) to hold all assets of our gievfund client. We also ensure that the qualified
custodian maintains these funds in accounts thatago only the client’s funds and securities. In
accordance with Rule 206(4)-2, we also (1) engageugside auditor to audit the fund at the endaafhe
fiscal year and (2) distribute the results of theitin audited financial statements that are pregan
accordance with generally accepted accounting ipiex to all investors the fund within 120 dayseaft
the end of the fiscal year. We also receive mgnémd quarterly account statements on behalf of our
fund client, which we compare with our own records.

Separately Managed Accounts

Our managed account clients establish their acsowith their own qualified custodian. These clgent
receive account statements at least quarterlyttyirfom their qualified custodian. We urge ourecks

to carefully review the statements they receivenftbeir qualified custodian and compare them whi t
monthly reports we send them. Please see IterRé&@ew of Accounts for a more detailed explanation
of the reports we send our clients.

Item 16 - Investment Discretion

We accept discretionary authority to manage o@ntd’ assets. Unless otherwise agreed, we geyerall
have the authority to determine directly or throwgin subsidiaries: (i) the securities to be purebasnd
sold (subject to any written investment objectivpslicies, consents, and restrictions set forthhia
offering memoranda, investment management agreemeather related agreements); (ii) the amount of
securities to be purchased or sold for each cieatcount; (iii) the broker to be used to effecrny
securities transactions; and (iv) the commissitesréo be paid in connection with securities tratisas.
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In all cases, we exercise discretion in a mannasistent with our clients’ stated investment obyest
and we observe the investment limitations andioggtns that are outlined in the investment managgm
agreement.

Scope of Authority

Our firm accepts discretionary authority to manage clients’ securities accounts. Essentiallys thi
means that we have the authority to determine,owitlobtaining specific client consent, which seesi

to buy or sell and the amount of securities to bugell. Despite this broad authority, we are cattat

to adhering to the investment strategy and progsatnforth in our fund client’'s Private Placement
Memorandum and our managed account agreements.

Procedures for Assuming Authority

Before accepting their subscriptions for interéstthe fund, we provide all investors in our furlceit

with a Private Placement Memorandum and governowichents that set forth, in detail, our investment
strategy and program and the terms of investmentirfeestors. By completing our subscription
documents to acquire an interest in the fund, itovesgive us complete authority to manage their
investments in accordance with the Private PlacefMemorandum and governing documents they each
received.

Prior to providing investment advice to our sepayaianaged account clients, we require each dgent
execute a power of attorney that appoints us ast agel attorney-in-fact of the portfolio that wemage.

Item 17 - Voting Client Securities (i.e., Proxy Voting)

We have adopted proxy voting policies and procesitinat are designed to ensure that we vote proxies
with respect to client securities in the best iesés of our clients. These procedures require \eat
identify and address any conflicts of interest letvthe firm and our clients with respect to sudxies.

If a material conflict of interest exists, we willetermine whether voting in accordance with the
guidelines set forth in the procedures is in th&t lierests of the client, or take some other empete
action. Clients cannot direct our proxy votes.wdwer, certain separately managed account clieus h
provided us with their own proxy voting guidelines.

We generally vote in favor of routine corporate $wkeeping proposals, including election of director
(where no corporate governance issues are imptizateor all other proposals, we determine whether

proposal is in the best interests of our cliemigjaing so we may consider all relevant factorslumiing:

(i) whether the proposal was recommended by maneagieamd our opinion of management; (ii) whether
the proposal acts to entrench existing managenaamt; (iii) whether the proposal fairly compensates
management for past and future performance.

Our clients and investors in our fund client maguest a copy of our Proxy Voting Policy and
Procedures and obtain information about how wedsote clients’ proxies by contacting Eric S. Stein
(our Managing Member) at (212) 430-620&it@esscapital.com
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Item 18 - Financial Information

We do not require nor do we solicit prepayment oferthan $1,200 in fees per client, six months or
more in advance.

We are not aware of any financial condition thdikisly to impair our ability to meet our contraeatu
commitments to our clients.

Our firm has never been the subject of a bankrupétiion.
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