
IITTEEMM  11::  CCOOVVEERR  PPAAGGEE  
 
 
 

FORM ADV 2A 
 
 
  

  HHAARRWWOOOODD  CCAAPPIITTAALL  LLLLPP  
 
 

6 Stratton Street 
Mayfair 
London 

W1J 8LD 
 

  
 

MMAARRCCHH  3311,,  22001155  

This brochure provides information about the qualifications and business practices of Harwood 
Capital LLP (“Harwood” or the “Firm”).  If you have any questions about the contents of this 
brochure, please contact us at 44 (0)20 7640 3200.   The information in this brochure has not 
been approved or verified by the United States Securities and Exchange Commission (“SEC”) or 
by any state securities authority. 
 
The information in this brochure has not been approved or verified by the United States 
Securities and Exchange Commission or any state securities authorities. Harwood  may refer to 
itself as a “registered investment adviser” or “RIA”.  You should be aware that registration with 
the SEC or a state securities authority does not imply a certain level of skill or training. 
 
 
Additional information about Harwood is also available on the SEC’s website at 
www.adviserinfo.sec.gov. 

http://www.adviserinfo.sec.gov/


IITTEEMM  22::  MMAATTEERRIIAALL  CCHHAANNGGEESS  
 

 
 
 
This is an initial Brochure of Harwood Capital LLP (“Harwood” or the “Firm”) prepared and 
filed in conjunction with Firm’s application for registration with the SEC.  
 
In the future, this Item 2 will discuss only specific material changes that are made to the 
Brochure and will provide clients with a summary of such changes. The Firm will also reference 
the date of the last annual update of the Brochure. Clients will receive a summary of any 
materials changes to this and subsequent Brochures within 120 days of the close of the Firm’s  
business’ fiscal year. 
 

 
 



IMPORTANT NOTE ABOUT THIS BROCHURE 
 
This Brochure is not: 
 

• an offer or agreement to provide advisory services to any person 
• an offer to sell interests (or a solicitation of an offer to purchase interests) in any  

Fund 
• a complete discussion of the features, risks or conflicts associated with any Fund or 

Advisory Service 
• to be relied on in determining whether to invest or establish an advisory relationship  

 
As required by the Investment Advisers Act of 1940, as amended (“Advisers Act”), Harwood 
provides this Brochure to current and prospective clients and may also, in its discretion, provide 
this Brochure to current or prospective investors in a Harwood Fund, together with other relevant 
offering materials (such as subscription agreements, offering memoranda, operating agreements 
or advisory contracts), prior to, or in connection with, such persons’ establishment or 
consideration of an investment advisory relationship with Harwood or an investment in a 
Harwood  Fund.  Additionally, this Brochure is available through the Securities and Exchange 
Commission’s (“SEC’s”) Investment Adviser Public Disclosure website.   
 
Although this publicly available Brochure describes investment advisory services and products 
of Harwood, persons who receive this Brochure (whether or not from Harwood) should be aware 
that it is designed solely to provide information about Harwood as necessary to respond to 
certain disclosure obligations under the Advisers Act.  As such, the information in this Brochure 
may differ from information provided in relevant offering materials.  In addition, more complete 
information about each Harwood Fund, as well as Harwood’s investment advisory services, is 
included in relevant offering materials, certain of which may be provided to current and eligible 
prospective clients or investors only by Harwood or an Administrator or Placement Agent.  To 
the extent that there is any conflict between discussions herein and similar or related discussions 
in any offering materials, the relevant offering materials shall govern and control. 
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IITTEEMM  44::  AADDVVIISSOORRYY  BBUUSSIINNEESSSS  
 

aa))  BBaacckkggrroouunndd  

Harwood Capital LLP Partners Limited (“Harwood” or the “Firm”), formerly North Atlantic 
Value LLP,  established by Christopher Mills,  is a limited liability partnership   incorporated in 
the United Kingdom on March 21, 2003. The Firm is an independently owned investment group 
and part of the Harwood Capital Management Group Limited also founded by Christopher Mills 
in 2011. The Firm is authorized and regulated by the Financial Services Authority.  The Firm’s 
registered office is 6 Stratton Street, Mayfair, London W1J 8LD.   
 

bb))  AAddvviissoorryy  SSeerrvviicceess      

Harwood offers advisory and investment management services to a number of listed and non-
listed collective investment schemes (“the Funds) as described below: 
 

• Trident Private Equity Fund III, LP 
A United Kingdom Partnership private equity fund investing in UK small-cap companies 
 

• Harwood Private Equity IV LP 
A United Kingdom Partnership private equity fund investing in UK small-cap companies   
 

• Trident Private Equity Fund II, LP. 
A Cayman Islands Limited Partnership private equity fund investing in UK small-cap 
Companies  

 
• North Atlantic Smaller Companies Investment Trust PLC (NASCIT)  

A UK listed investment trust and a member of the Association of Investment Companies.  
 

• Oryx International Growth Fund Limited (Oryx) 
A public closed-ended investment company incorporated in Guernsey as a company 
limited by shares and listed on the main market of the London Stock Exchange investing 
in principally equity and equity-related investments in medium and small companies.  

 

cc))  TTaaiilloorreedd  AAddvviiccee  aanndd  CClliieenntt--IImmppoosseedd  RReessttrriiccttiioonnss  

 
Each Fund managed by Harwood has its own investment objectives, strategies and restrictions.  
Certain Harwood Funds focus on a narrow investment strategy while others may pursue a 
broader investment strategy.  Harwood prepares offering materials with respect to each Harwood 

 
 



Fund that contain more detailed information, including a description of the investment objective 
and strategy or strategies employed and related restrictions 
 
An investment in a Harwood Fund does not create a client-adviser relationship between 
Harwood and an Investor.  Further discussion of the strategies, investments and risks associated 
with a Harwood Fund or Separate Account management is included in the relevant materials for 
each type of Client. 
 
Clients and Investors must consider whether a particular Fund or advisory relationship is 
appropriate to their own circumstances based on all relevant factors including, but not limited to, 
the Client’s or Investor’s own investment objectives, liquidity requirements, tax situation and 
risk tolerance.  Prospective Clients and Investors are strongly encouraged to undertake 
appropriate due diligence, including but not limited to a review of relevant offering materials for 
the Funds and the additional details about Harwood’s investment strategies, methods of analysis 
and related risks in Item 8 of this Brochure, before making an investment decision.  
 
 

dd))  WWrraapp  FFeeee  DDiisscclloossuurree  

 
Not applicable. 
 

ee))  AAsssseettss  UUnnddeerr  MMaannaaggeemmeenntt  

As of December 31, 2015 the Firm had approximately $200 billion in Regulatory Assets Under 
Management.  
 
 

 
 



 

  

IITTEEMM  55::  FFEEEESS  AANNDD  CCOOMMPPEENNSSAATTIIOONN  
  

aa))  CCoommppeennssaattiioonn  

Harwood receives a management fee from each Fund based on the assets under management in 
the fund. Each Fund’s prospectus or offering documents specifies the management and 
performance fee if applicable.  Generally for the Private Equity the management fee is payable 
quarterly in advance  is equal to 2% per annum of total Commitments in the funds. In addition a 
performance fee (carried interest) of 20% of the Partnership Profits is also paid but not until the 
investors have received the preferred Return and Capital Contributions have been repaid.  
 
Listed or public funds managed by Harwood (ORYX, NASCIT, QIF) pay a management fee in 
the range of 1% typically in arrears, of assets under management along with a performance fee in 
the range of 10% to 20% of the outperformance.  
 
 

bb))  BBiilllliinngg  

Fees are automatically deducted from the Funds.   
 

cc))  OOtthheerr  EExxppeennsseess  

The funds do incur other expenses separate and apart from the Firm’s management fees. These 
expenses typically include legal, organizational expenses, administrator’s fees, custodian and 
trustee fees, directors’ fees and audit fees. 
 

dd))  AAddvvaannccee  BBiilllliinngg    

As discussed above, with respect to the Harwood Funds the management fee is payable in 
advance.  Fees are not refundable.  
 

ee))  SSaalleess--bbaasseedd  CCoommppeennssaattiioonn    

Not applicable. Neither the Firm nor any of its employees or affiliates accepts additional 
compensation for the sale of securities or other services or other investment services or products.  
 

 
 



IITTEEMM  66::  PPEERRFFOORRMMAANNCCEE  BBAASSEEDD  FFEEEESS  AANNDD  SSIIDDEE--BBYY--SSIIDDEE  MMAANNAAGGEEMMEENNTT  
 
As mentioned previously the Firm charges a Performance Fee on both listed and non-listed funds 
based on a share of capital gains on or capital appreciation of the Fund’s assets under 
management. The carried interest/performance fee is charged by the Firm in compliance with 
Rule 205-3 under the Investment Advisers Act of 1940.  The Management Fee and carried 
interest/performance fee are not negotiable.   
 
Performance-based compensation may create an incentive for the Firm to make investments that 
are riskier or more speculative than would be the case in the absence of the performance-based 
compensation. However, the performance upon which the compensation is measured does not 
include unrealized appreciation of the investments, but does include unrealized and realized 
write-downs of investments in that Fund. 
 
 

 
 



 

IITTEEMM  77::    TTYYPPEESS  OOFF  CCLLIIEENNTTSS  
 
 Harwood provides investment advisory services to certain Private Equity Funds (the “Funds”) 
organized as limited partnerships. The Funds qualify for exemption from the definition of an 
“investment company” under the Investment Company Act of 1940, as amended (the 
“Investment Company Act”) under Section 3(c) (1) or Section 3(c) (7) of the Investment 
Company Act, and the Adviser offers interests to Investors pursuant to Regulation D under the 
Securities Act of 1933, as amended (the “1933 Act”).  
 
Fund investors are qualified investors, such as state and corporate pension plans, university 
endowments, wealthy families and individuals, and funds of funds, for investment in our Funds. 
Generally, the minimum commitment to a Fund was $5,000,000. However, the minimum initial 
investment in a Fund can be waived by the General Partner.  
 
 
 

 
 



 

IITTEEMM  88::  MMEETTHHOODDSS  OOFF  AANNAALLYYSSIISS,,  IINNVVEESSTTMMEENNTT  SSTTRRAATTEEGGIIEESS  AANNDD  RRIISSKK  OOFF  LLOOSSSS  
  

aa))  MMeetthhooddss  ooff  AAnnaallyyssiiss  aanndd  IInnvveessttmmeenntt  SSttrraatteeggiieess  

• Private Equity Funds 
 
The Private Equity funds  focus on established UK small cap businesses, operating across a 
range of sectors, that the principals of the fund believes are undervalued, neglected by the 
investor community and sometimes financially under-managed. These funds will invest 
primarily in management buyouts (MBOs), management buy-ins (MBI), expansion capital and 
consolidation (buy-and-build) opportunities, and take-private transactions.    
 
The funds will invest in early stage companies or sectors requiring expert knowledge and the 
Principals do not possess. The funds will follow a low leverage strategy and will target both 
privately owned and publicly listed companies with the following characteristics: 
 

• Established sustainable revenues 
• Operating in sectors, meeting staple, fundamental consumer needs 
• Good market share relative to competition 
• Strong Management team with solid commercial and operational judgment 

 
Before investing, the Firm will focus on identifying opportunities for corporate restructuring and 
improvements to financial and operating efficiency.  These may include restructuring fixed costs, 
increasing asset utilization, lowering the blended costs of capital, improving working capital 
management and enhancing productivity, as well as executing disposals and acquisitions as 
necessary.  The Principals will always ensure that the existing management team is capable of 
handling operational and commercial activity – or will bring in such a team. They will also 
appoint experienced non-executive directors with appropriate backgrounds who will be 
encouraged to co-invest in the transaction.   
 

Listed or Public Funds 
 

NASCIT:  The Fund invests in a portfolio of smaller companies principally based in countries 
bordering the North Atlantic Ocean. The Fund invests in both listed and unlisted companies and 
has an Activist Investment bias.  The Funds investment Policy is (1). The maximum investment 
limit is 15% of the Funds’s investments in any one company at the time of the investment; (2). 
Gearing is limited to a maximum of 30% of net assets; (3). The Fund invests on both sides of the 
Atlantic, with the weighting varying from time to time and (4) The Fund will invest in unquoted 
securities as and when opportunities arise. 
 
Oryx International Growth Fund Limited (Oryx) : The Fund invests in principally equity and 
equity-related investments in medium and small companies. The Fund principally invests in 
small and mid-size quoted and unquoted companies in the United Kingdom and United States. 

 
 



The Investment Manager targets companies that have fundamentally strong business models, but 
where there may be specific factors which are constraining the maximization or realization of 
shareholder value, which may be realized through the pursuit of an activist shareholder agenda 
by the Investment Manager. Dividend income is a secondary consideration when making 
investment decisions. 
 

bb))  MMaatteerriiaall  RRiisskkss  AAssssoocciiaatteedd  wwiitthh  tthhee  IInnvveessttmmeenntt  SSttrraatteeggiieess  

  
Investing in private funds in general involves risk of loss that clients should be prepared to bear. 
Each Fund has risks which are specific to its particular investment strategies. For more 
information about the risks of each Fund, please see the offering memorandum for that particular 
fund. While Harwood seeks to manage investments so that risks are appropriate to the return 
potential for the strategy, it is often not possible or desirable to fully mitigate risks. The Firm  
does not offer any products or services that guarantee rates of return on investments for any 
period to any Client or Investor. All Investors assume the risk that investment returns may be 
negative or below the rates of return of other investment advisers or products.  Investors should 
understand that they could lose some or all of their investment and should be prepared to bear the 
risk of such potential losses. 
 
There are risks inherent in the investment strategies pursued, and the financial instruments and 
trading methods used, by Harwood. Key risks of loss which apply to the principal investment 
strategies employed by Harwood are listed below. More detailed descriptions and explanations 
of the key risks of loss are included in relevant Offering Materials. Generally, however, investors 
in the Funds are exposed to the following risks: 
 
Investment in private companies: Investments in private companies are intrinsically riskier 
than in listed companies as the private companies may be smaller and more vulnerable to 
changes in markets and technology. Investments in private companies can be difficult to realize. 
Many private companies have small management teams and are highly dependent on the skill 
and commitment of a small number of individuals. 
 
Long-term investments: Unlisted investments can take many years to mature. As a result, while 
long-term performance of the Fund may be satisfactory, returns in the early years are likely to be 
limited. 
 
The use of leverage: The use of leverage may increase the level of risk involved. 
 
General investment risk: The value of any investment may fall. 
 
Past performance: Past performance is not necessarily a guide to the future. 
 
Liquidity: At the termination of the Partnership, remaining investments may be distributed in 
specie so that Investors may then become minority shareholders in a number of unlisted 
companies. Commitments will not be freely transferable. There will be no market for 

 
 



Commitments nor is one expected to develop. Investors may therefore have difficulty in selling 
their interests. 
 
Lack of information: The Limited Partners will not receive any financial information issued by 
prospective portfolio companies that is available to the Manager prior to the Partnership making 
an investment. 
 
Minority holdings: The Partnership may take minority shareholdings in companies and may be 
unable to protect its interests effectively. 
 
Follow-on funding: The Fund may be called upon to provide follow-on funding for its portfolio 
companies or have the opportunity to increase its investment in such portfolio companies. There 
can be no assurance that the Fund will wish to make follow-on investments or that it will have 
sufficient funds to do so. Failure to make follow-on investments may have a substantial negative 
impact on a portfolio company in need of such an investment or diminish the Fund’s ability to 
influence the portfolio company’s future development. 
 
Achievement of returns: There can be no guarantee of any particular level of return from an 
investment in the Fund or of the return of sums invested in the Fund. 
 
 
Competition: The Partnership may be competing for investments with other parties. It is 
possible that competition for appropriate investment opportunities may increase, which may 
reduce the number of opportunities available and/or adversely affect the terms upon which such 
investments can be made. 
 
Exchange rate: Commitments will be denominated in Sterling. Some investments may be in 
currencies other than Sterling and their value will vary with exchange rates. 
 
Long-term nature of the Fund: There may be a significant period of time before the 
Partnership has invested all of the Commitments. Investment in the Partnership should be 
regarded as long term in nature. 
 
Political and economic considerations: Legal, tax and regulatory regimes and/or their 
interpretation may change during the life of the Partnership and this may adversely affect the 
Partnership and/or its investments and therefore Investor returns. 
 
Reliance on the Manager: The success of the Partnership will depend on the ability of the 
Manager to identify, develop and realize profitable investments. The Partnership will be 
managed by the Manager. Limited Partners will not be able to make investment or other 
decisions on behalf of the Partnership or have any role in the Partnership’s transactions. The 
success of the Partnership depends on the ability of the Manager to identify, select, acquire and 
realize appropriate investments; there is no guarantee that suitable investments will be or can be 
acquired or that investments will be successful. The Partnership’s success will depend in 
substantial part upon the skill and expertise of the investment professionals who are partners or 

 
 



employees of the Manager and there can be no assurance that such individuals will continue as 
partners or employees of the Manager or to function on behalf of the Partnership. 
 
Stock Market Volatility. The prices of stocks in general, including those in which the Firm 
invests, may decline unexpectedly in response to negative economic, political, or industry 
specific developments. If you must sell when stock prices are depressed, your shares may be 
worth less than what you paid for them. 
 
Stock Selection Risks. The price of one or more of the stocks the Fund owns could decline due 
to the adviser's error in judgment as to the true value of the company or adverse company 
developments the Firm fails to anticipate. 
 
Small and Mid-Size Company Risks. Small and mid-size company stocks have historically 
been subject to greater investment risk than large company stocks. The prices of small and mid-
company stocks tend to be more volatile than prices of large company stocks. 
 
Foreign investment risk. To the extent the fund invests in companies based outside the US or 
the UK, it faces the risks inherent in foreign investing. Adverse political, economic or social 
developments could undermine the value of the fund’s investments or prevent the fund from 
realizing their full value. Financial reporting standards for companies based in foreign markets 
differ from those in the US. Additionally, foreign securities markets generally are smaller and 
less liquid than US markets. To the extent that the fund invests in non-US dollar denominated 
foreign securities, changes in currency exchange rates may affect the US dollar value of foreign 
securities or the income or gain received on these securities. Foreign governments may restrict 
investment by foreigners, limit withdrawal of trading profit or currency from the country, restrict 
currency exchange or seize foreign investments. The investments of the fund may also be subject 
to foreign withholding taxes. Foreign transactions and custody of assets may involve delays in 
payment, delivery or recovery of money or investments.  
 
Custody.  The Funds and Separate Accounts will maintain accounts at certain banks, broker-
dealers and other financial institutions where they will hold their assets in cash and certain cash 
equivalents pending use.  The Funds and Separate Accounts, however, anticipate that their assets 
will consist primarily of interests in non-exchange traded debt and equity instruments which 
generally are not capable of being “custodied” in the traditional sense.  Accordingly, at any given 
time a Fund’s or Separate Account’s account with its custodians may only contain a relatively 
small portion of the Fund’s or Separate Account’s assets.  The Funds and Separate Accounts 
expect that any of their assets deposited with custodians will be clearly identified as being assets 
of the relevant Fund or Separate Account, and hence no Fund or Separate Account should be 
exposed to a credit risk with respect to such parties.  However, it may not always be possible to 
achieve this segregation, and there may be practical or timing problems associated with 
enforcing a Fund’s or Separate Account’s right to its assets in the case of an insolvency of any 
such party. 
 
Credit risk: Credit risk is the risk that an issuer or counterparty will be unable to meet a 
commitment that it has entered into with the Fund  
 

 
 



Liquidity risk: Liquidity risk is the risk that an entity will encounter difficulty in realizing assets 
or otherwise raising funds to meet commitments associated with financial instruments 
 
Operational risk: Operational risk comprises the risk that deficiencies in the effectiveness and 
accuracy of information systems or internal controls will result in a material loss. The risk arises 
from human error, systems failures, inadequate procedures or internal management controls: 
 
Interest rate risk: Interest rate risk is the risk that the value of a financial instrument will 
fluctuate because of changes in market interest rates. 

 
 



IITTEEMM  99::    DDIISSCCIIPPLLIINNAARRYY  IINNFFOORRMMAATTIIOONN  
 
The Adviser and its supervised persons have not been involved in any legal or disciplinary 
events that are material to a client’s or potential client’s evaluation of our advisory business or 
the integrity of the Adviser’s management.  
 

aa))  CCrriimmiinnaall  oorr  cciivviill  aaccttiioonn  

None 

bb))  AAddmmiinniissttrraattiivvee  pprroocceeeeddiinngg  

None 

cc))  SSeellff--rreegguullaattoorryy  oorrggaanniizzaattiioonn  ((SSRROO))  pprroocceeeeddiinngg    

None 
 
 

 
 



 

IITTEEMM  1100::    OOTTHHEERR  FFIINNAANNCCIIAALL  IINNDDUUSSTTRRYY  AACCTTIIVVIITTIIEESS  AANNDD  AAFFFFIILLIIAATTIIOONNSS  
 
 

aa))  RReeggiisstteerreedd  BBrrookkeerr--DDeeaalleerr  oorr  RReeggiisstteerreedd  RReepprreesseennttaattiivvee  

Not Applicable 
 

bb))  FFCCMM,,  CCPPOO,,  CCTTAA  oorr  AAssssoocciiaatteedd  PPeerrssoonn  

Not applicable. 
 

cc))  MMaatteerriiaall  BBuussiinneessss  RReellaattiioonnsshhiippss  wwiitthh  CCeerrttaaiinn  RReellaatteedd  PPeerrssoonnss  

Not Applicable 
 

dd))  RReeccoommmmeennddaattiioonn  aanndd  SSeelleeccttiioonn  ooff  OOtthheerr  IInnvveessttmmeenntt  AAddvviisseerrss  

Not applicable.  

 
 



 

IITTEEMM  1111::    CCOODDEE  OOFF  EETTHHIICCSS,,  PPAARRTTIICCIIPPAATTIIOONN  OORR  IINNTTEERREESSTT  IINN  CCLLIIEENNTT  
TTRRAANNSSAACCTTIIOONNSS  AANNDD  PPEERRSSOONNAALL  TTRRAADDIINNGG  
 

aa))  CCooddee  ooff  EEtthhiiccss  

Harwood has adopted a Code of Ethics governing ethical standards and principles of the Firm. 
Harwood believes that (i) high ethical standards are essential for its success and to maintain the 
confidence of its clients; (ii) its long-term business interests are best served by adherence to the 
principle that the interests of clients come first; and (iii) it has a fiduciary duty to its clients to act 
solely for their benefit.  All personnel of the Firm must put the interests of the Firm's clients 
before their own personal interests and must act honestly and fairly in all respects in dealings 
with clients.  All personnel of the Firm must also comply with all U.S. federal securities laws. 
 
Our Code of Ethics contains, among other rules and requirements, provisions designed to: (i) 
prevent improper personal trading by Harwood personnel; (ii) prevent improper use of material, 
non-public information about securities recommendations made by Harwood or the securities 
holdings of Harwood’s Funds or other clients; (iii) identify and mitigate potential conflicts of 
interest; and (iv) provide a means to resolve any actual or potential conflicts of interest.  
 
Clients or prospective clients may obtain a copy of the Code of Ethics by contacting us by e-mail 
by telephone at +44 (0) 20 7640 3200. 
 

bb))  PPaarrttiicciippaattiioonn  oorr  IInntteerreessttss  iinn  CClliieenntt  TTrraannssaaccttiioonnss  

Harwood and its related persons may invest their personal assets in the companies in which the 
Adviser’s client Funds invest or may hold an interest in the Funds themselves. The Adviser has 
established procedures intended to limit conflicts of interest in cases where the Adviser, a related 
person or any of their employees, buys or sells companies in which the Adviser’s client funds 
invest.  None of Harwood’s Supervised Persons (as defined in the Code) may knowingly sell to 
or buy any security from a Client without prior written permission from the Chief Compliance 
Officer (“CCO”) or the CCO’s designee.  Additionally, all Access Persons (as defined in the 
Code, and which includes Supervised Persons meeting certain further criteria) must submit 
quarterly transactions reports detailing personal securities transactions.  Such reports will be 
reviewed by the CCO or the CCO’s designee to ensure compliance with the Code.  
 

cc))  IInnvveessttmmeenntt  iinn  SSeeccuurriittiieess  RReeccoommmmeennddeedd  ttoo  CClliieennttss  

Harwood’s Supervised Persons are specifically prohibited from using their knowledge about 
pending transactions or investments currently being considered for personal profit, including by 
purchasing or selling such securities directly or indirectly.  Further, as noted above, all Access 
Persons (as defined in the Code, and which includes Supervised Persons meeting certain further 
criteria) must submit quarterly transactions reports detailing personal securities transactions.  

 
 



Such reports will be reviewed by the CCO or the CCO’s designee to ensure compliance with the 
Code.   
 

dd))  IInnvveessttmmeenntt  iinn  SSeeccuurriittiieess  aatt  oorr  aabboouutt  tthhee  SSaammee  TTiimmee  RReeccoommmmeennddeedd  ttoo  CClliieennttss  

 
See Part 11 C. above. 
 

 
 



 

IITTEEMM  1122::  BBRROOKKEERRAAGGEE  PPRRAACCTTIICCEESS  
 
 

aa))  SSeelleeccttiioonn  ooff  BBrrookkeerr--DDeeaalleerrss  

Harwood has no obligation to deal with any particular broker-dealer in the execution of 
transactions in portfolio securities. In selecting broker-dealers with whom to place orders for 
purchases and sales of securities on behalf of our clients, the Adviser’s primary objective is to 
obtain best price and execution – that is, prompt, errorless, execution of orders at the most 
favorable prices reasonably obtainable. In doing so, the Adviser considers a number of factors, 
including, without limitation: 
  

• the overall direct net economic result to the client (including commissions, which may 
not be the lowest available but which ordinarily will not be higher than the generally 
prevailing competitive range),  

• the financial strength of the broker-dealer,  
• the reputation and stability of the broker,  
• the efficiency with which transactions are generally executed,  
• the ability to effect the particular transaction,  
• the availability of the broker-dealer to stand ready to execute difficult transactions in the 

future, and  
• other matters involved in the receipt of brokerage and research services.  

 
Harwood will also consider the quality of firms with which it seeks to execute client orders, the 
adequacy of lines of communication, timeliness of reports of order execution, the capacity to 
accommodate unusual trading volume and the preservation of client anonymity, among other 
factors. 

bb))  SSoofftt--DDoollllaarrss  AArrrraannggeemmeenntt  

Harwood may purchase from a broker or allow a broker to pay for the following (each a “soft 
dollar” relationship):  
 

• research services, including third-party research fees;  
• economic and market information;  
• portfolio strategy advice;  
• industry and company comments;  
• technical data; 

 
 



• research conferences;  
• general reports;  
• consultations; and  
• on-line pricing.  

 
Harwood may receive soft dollar credits based on principal, as well as agency, securities 
transactions with brokerage firms or direct a brokerage firm that executes transactions to share 
some of its commissions with a brokerage firm that provides soft dollar benefits to Harwood.  
 
Harwood may pay to a broker commissions and mark-ups that exceed those that another broker 
might charge for effecting the same transaction because of the value of the brokerage, research, 
other services and soft dollar relationships that such broker provides. Harwood determines in 
good faith that such compensation is reasonable in relation to the value of such brokerage, 
research, other services and soft dollar relationships, in terms of either the specific transaction or 
Harwood’s overall fiduciary duty to its clients. A Fund may, however, pay higher commissions 
and mark-ups than are otherwise available or may pay more commissions or mark-ups based on 
account trading activity. The research and other benefits resulting from Harwood’s brokerage 
relationships benefit Harwood’s operations as a whole and all Funds that it manages, including 
those that do not generate the soft dollars that pay for such research and other benefits. Harwood 
does not allocate soft dollar benefits to the Funds proportionately to the soft dollar credits that 
the Funds generate.  
 
Harwood’s relationships with brokers that provide soft dollar services influence Harwood’s 
judgment and create conflicts of interest in allocating brokerage business between firms that 
provide soft dollar services and firms that do not. Harwood has an incentive to select or 
recommend a broker based on Harwood’s interest in receiving soft dollar services rather than the 
Funds’ interest in receiving the most favorable execution. These conflicts of interest are 
particularly influential to the extent that Harwood uses soft dollars to pay expenses it would 
otherwise be required to pay itself.  
 
Harwood has addressed these conflicts of interest by annually evaluating the trade execution 
services that Harwood receives from the brokers that it uses to execute trades for the Funds. Such 
evaluation includes comparing those services to the services available from other brokers. 
Harwood considers, among other things, the quality of execution services, the value of 
continuing with various soft dollar services and adding or removing brokers and the appropriate 
level of commission rates.  
 
Harwood may aggregate securities sale and purchase orders for a Fund with similar orders being 
made contemporaneously for other Funds that Harwood manages or with accounts of its 
affiliates. In such event, Harwood may charge or credit a Fund, as the case may be, the average 
transaction price of all securities purchased or sold in such transactions. As a result, however, the 
price may be less favorable to the Fund than it would be if Harwood were not executing similar 
transactions concurrently for other Funds.  
 
Harwood has the right, at its discretion, to change the brokerage arrangements described above 
without further notice to investors. 

 
 



 

cc))  BBrrookkeerraaggee  ffoorr  CClliieenntt  RReeffeerrrraallss..  

Not Applicable. 
 
 

dd))  DDiirreecctteedd  BBrrookkeerraaggee  

Not Applicable. 
 
 

ee))  AAggggrreeggaattiioonn  ((BBuunncchhiinngg))  ooff  TTrraaddeess  

Securities transactions in the Funds are normally implemented on a consistent basis across 
accounts. In order to accomplish this, orders are aggregated (bunched) and allocated pro-rata to 
the nearest round lot, tempered by available cash. Where a limited supply of bonds may be 
available, opportunities may be allocated to accounts on a rotational basis.  In addition to 
considerations of equity, bunching avoids placing competing orders, improves order 
management, and may, because of larger order size, permit some degree of price improvement 
relative to a series of individually placed orders. 
 

  

 
 



IITTEEMM  1133::    RREEVVIIEEWW  OOFF  AACCCCOOUUNNTTSS  
 

aa))  PPeerriiooddiicc  AAccccoouunntt  RReevviieeww    

The Adviser has detailed knowledge of the investments in each Fund. The Investment 
professionals managing the funds formally and informally meet several times a month to review 
the performance of each portfolio company in each Fund and to ensure that transactions are 
within the parameters of the Funds’ Limited Partnership Agreements. 
 

bb))  CClliieenntt  RReeppoorrttss  

Fund Investors will receive reports as disclosed in the offering memoranda of each Fund. 
Audited Financial Statements are sent to Fund investors within 120 days of the financial year 
end. In addition Investors will be entitled to receive quarterly unaudited reports providing 
information on the Fund’s investments. Tax information will be made available on request. 

 
 



IITTEEMM  1144::  CCLLIIEENNTT  RREEFFEERRRRAALLSS  AANNDD  OOTTHHEERR  CCOOMMPPEENNSSAATTIIOONN  
 
The Firm may enter into written solicitation arrangements in the future with third parties. All 
arrangements will comply with the conditions and requirements of Rule 206(4)-3 under the 
Investment Advisers Act of 1940. 
 

 
 



 
 

IITTEEMM  1155::  CCUUSSTTOODDYY  
 
Harwood, the affiliated General Partner or some such similar affiliate retains custody of fund 
assets within the meaning of Rule 206(4)-2 under the Advisers Act.  The assets of the Funds and 
other clients are held with “qualified custodians” such as banks. 
 
The General Partner provides (or causes to be provided) annually to each Investor in the Fund a 
copy of the Fund’s audited financial statements following the relevant Fund’s fiscal year end and 
quarterly unaudited reports providing information on the Fund’s investments.  Investors receive 
account statements are encouraged to review those accounts statements received. Investors who 
do not receive audited financial statements and/or quarterly unaudited reports timely should 
contact Harwood immediately. 
 
 

 
 



 

IITTEEMM  1166::    IINNVVEESSTTMMEENNTT  DDIISSCCRREETTIIOONN  
 
The General Partner of each Fund has discretionary authority to manage such Fund pursuant to 
the grant of such authority set forth in the partnership agreement for such Fund. 
 

 
 



IITTEEMM  1177::    VVOOTTIINNGG  CCLLIIEENNTT  SSEECCUURRIITTIIEESS  

aa))  PPrrooxxyy  VVoottiinngg  AAuutthhoorriittyy  

Harwood has adopted Proxy Voting Policies and Procedures pursuant to Rule 206(4)-6 of the 
Advisers Act designed to ensure that proxies are voted prudently and solely in the best interest of 
our clients. According to our policy, the Firm will generally vote in accordance with 
management’s recommendations in order to support the ability of management to run its 
business in a responsible and cost effective manner while staying focused on maximizing 
shareholder value. In the event that a conflict of interest exists between management’s 
recommendation and the Firm or its clients, the Firm will vote in the manner which in its 
judgment and sole discretion is in the best interest of its clients. 
 
The Firm is responsible for the voting of all proxies related to securities that it manages on 
behalf of its Funds.  The Firm believes proxy voting is included within its investment discretion 
and as such it will act prudently and in the Fund's best interest when voting proxies.  All conflicts 
of interest are resolved in the best interests of the clients.   
 
Conflicts can arise when the Firm or any of its employees has any financial, business or personal 
relationship with the issuer of a proxy proposal for a security held in a Fund.  With respect to 
potential conflicts of interest, proxies will be voted in accordance with the Firm's predetermined 
guidelines in all instances where he Firm's guidelines state a vote “for” or “against” the particular 
proposal.  
 
A copy of the entire Proxy Voting Policy and information as to specific votes are available to 
clients upon request.  
 

bb))  CClliieenntt  PPrrooxxyy  VVoottiinngg  AAuutthhoorriittyy  

Funds managed by the Firm grant discretion to the general partner vote proxies on their behalf. 
 

 
 



 

IITTEEMM  1188::  FFIINNAANNCCIIAALL  IINNFFOORRMMAATTIIOONN  OOFF  TTHHEE  AADDVVIISSEERR  
 

No financial events have occurred to Harwood that would negatively affect the financial viability 
of the Adviser. There is no financial condition of Harwood that is reasonably likely to impair 
Harwood’s ability to meet contractual commitments to clients. 
 

aa))  FFiinnaanncciiaall  DDiisscclloossuurreess  

 
Not Applicable. 
 

bb))  MMaatteerriiaall  FFiinnaanncciiaall  IImmppaaiirrmmeenntt  

 
Not Applicable. 
 

cc))  BBaannkkrruuppttccyy  PPeettiittiioonnss  

 
Not Applicable. 
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