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Item 2.  Material Changes 

The Adviser routinely makes changes throughout its Brochure to improve and clarify the descriptions of 

its and its affiliates’ business practices and compliance policies and procedures or in response to evolving 

industry and firm practices.  

Set out below are those changes that the Adviser believes reflect material changes since its last annual 

update of this brochure filed on March 27, 2019:  

 

1. Updated the amount of client assets managed on a discretionary basis as of December 31, 2019 

reflecting the net asset value of the Funds and Managed Account – Item 4.  

2. Subsequent to December 31, 2019, Sequentis Real Estate Investment Management LLC (the 

“Relying Adviser”), an affiliate of the Adviser, was formed and began conducting an advisory 

business. The Relying Adviser has been added to Part 1 of the Adviser’s Form ADV as a Relying 

Adviser and references in this Brochure to the “Adviser” include the Relying Adviser, as applicable 

– Item 4.  

3. Updated the risk factors to include risks in connection with the commencement of the Relying 

Advisers’ advisory business, as well as to include risks related to the Covid-19 outbreak – Item 8. 
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Item 4. Advisory Business 

 

A. General Description of Advisory Firm. 

The Adviser is a limited partnership organized in September 2012 under the laws of the state of Delaware.  

Its general partner is Zimmer Partners GP, LLC, a limited liability company also organized in September 

2012 under the laws of the state of Delaware (the “Adviser General Partner”).  The Adviser General Partner 

owns 1% of the interests in Zimmer and Stuart J. Zimmer indirectly owns 99% of the interests of Zimmer.  

Stuart Zimmer indirectly owns the Adviser General Partner, which has ultimate responsibility for the 

management, operations and the investment decisions made by the Adviser.   

The Relying Adviser is a limited liability company organized on [•], 2020 under the laws of the state of 

Delaware. The Relying Adviser is indirectly owned by Stuart Zimmer and Steven Frankel, who have 

ultimate responsibility for the management, operations and the investment decisions made by the Relying 

Adviser. 

B. Description of Advisory Services.   

The Adviser provides investment supervisory and management services on a discretionary basis to clients, 

which are commingled private investment funds (each, a “Fund” and collectively, the “Funds”) intended 

for institutional investors and other sophisticated investors.  As of the date of this Brochure, the Adviser 

provides investment supervisory and management services on a discretionary basis to the following Funds: 

The Utility Funds (collectively referred to herein as the “Utility Funds”) 

• ZP Master Utility Fund, Ltd., a Cayman Islands exempted company 

• ZP Offshore Utility Fund, Ltd., a Cayman Islands exempted company 

• ZP Utility Fund, L.P., a Delaware limited partnership.  ZP Utility GP, LLC, an affiliate of the 

Adviser, serves as the general partner to ZP Utility Fund, L.P.   

• ZP Utility Insurance, L.P. a Delaware limited partnership.  ZP Utility Insurance GP, LLC, an 

affiliate of the Adviser, serves as the general partner to ZP Utility Insurance Fund, L.P. 

• ZP Utility Insurance II, L.P. a Delaware limited partnership.  ZP Utility Insurance GP II, LLC, an 

affiliate of the Adviser, serves as the general partner to ZP Utility Insurance Fund II, L.P. 

 

 The Energy Funds (collectively referred to herein as the “Energy Funds”) 

• ZP Energy Fund, L.P., a Delaware limited partnership.  ZP Energy GP, LLC, an affiliate of the 

Adviser, serves as the general partner to the Energy Fund. 

• ZP Master Energy Fund, L.P, a Cayman Islands exempted limited partnership 

• ZP Offshore Energy Fund, Ltd., a Cayman Islands exempted company 

The Adviser also provides investment supervisory and management services on a discretionary basis to EP 

Zimmer Ltd., a British Virgin Islands limited liability company (the “Managed Account”, together with the 

Utility Funds and Energy Funds, the “Utility and Energy Clients”). In addition, the Relying Adviser 
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provides investment supervisory and management services on a discretionary basis to Sequentis CSP 

Investments, L.P., a Delaware limited partnership (the “Real Estate Client”). 

The general investment objectives of the Utility and Energy Clients are focused, although not exclusively, 

on electric and gas utilities, integrated utilities, water utilities, telecommunication companies, renewable 

and independent power producers, midstream infrastructure companies, master limited partnerships 

(“MLPs”), exploration and production companies, oilfield services companies, and more broadly in energy 

and infrastructure-related industries (such as chemicals, materials, transportation infrastructure and real 

estate equities).  

 

The Energy Funds employ the same fundamental research and analysis as the Utility Funds and invest in a 

similar universe of companies, but utilize different investment criteria.  Although the Energy Funds and the 

Utility Funds have the same investment team and investment process, the Energy Funds’ investments are 

expected to have a longer investment horizon and greater individual position concentration, and the Energy 

Funds will generally maintain fewer total positions than the Utility Funds. 

The Real Estate Client invests in the securities of real estate companies. 

As used herein, the term “client” generally refers to the Utility and Energy Clients and the Real Estate 

Client. 

C. Tailoring of Advisory Services. 

The Adviser’s investment decisions and advice with respect to each client are subject to each client’s 

investment objectives and guidelines, as set forth in its offering documents.   

D. Wrap Fee Programs. 

The Adviser does not participate in wrap fee programs. 

E. Assets Under Management. 

As of December 31, 2019, the Adviser managed approximately $3,852,066,894, which is the aggregate 

client net asset value, on a discretionary basis.  The Adviser does not manage any assets on a non-

discretionary basis.   
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Item 5. Fees and Compensation 

 

A. Compensation for Advisory Services. 

 

The fees applicable to each Fund are set forth in detail in each Fund’s offering documents. A brief summary 

of such fees is provided below.  The fees payable by the Managed Account were negotiated at the time of 

the establishment of the Managed Account with the Adviser and are set forth in the investment management 

agreement governing the Managed Account. The fees for the Real Estate Client were negotiated at the time 

of the establishment of the Real Estate Client with the Relying Adviser and are set forth in the operating 

agreement governing the Real Estate Client.   

 

Asset-Based Compensation 

The Adviser is generally compensated for its advisory services to each Fund through a management fee of 

1.5% - 2.0% per annum of the relevant Fund’s assets under management, calculated and payable quarterly 

in advance (the “Management Fee”).   

 

The Management Fee will be prorated in the event the Adviser does not remain the investment manager or 

management company of a Fund for the entire calendar quarter.  Provisions relating to a prorated refund of 

Management Fees upon an investor’s redemption or withdrawal, if any, during a calendar quarter are 

described in the offering memorandum for the applicable Fund. 

 

The Management Fees are generally non-negotiable, however the Adviser is permitted to charge investors 

in the Funds a Management Fee that is lower than the rates listed above or waive the Management Fee for 

particular investors. 

 

The Managed Account also pays an asset based fee quarterly in arrears, as set forth in the investment 

management agreement governing the Managed Account. 

 

Performance-Based Compensation  

The Adviser or an affiliate is generally entitled to receive an incentive allocation or fee (the “Performance-

Based Compensation”) at the end of each fiscal year of a Fund of 20% of the realized and unrealized net 

profits (if any) allocated to a capital account of each investor or a series of shares, as the case may be, in 

the applicable Fund for the fiscal year, subject to a “high water mark.” The Performance- Based 

Compensation with respect to capital accounts of certain investors (or series of share classes of certain 

investors, as applicable) of the Utility Funds increases to 30% on any net realized and unrealized 

appreciation in the net asset value (as adjusted as set forth in the Funds’ offering documents) in excess of 

15% annualized return. 

The Performance-Based Compensation is generally non-negotiable; however the Adviser or its affiliate is 

permitted to charge investors in the Funds' Performance-Based Compensation that is lower than the rates 

listed above. 

The Adviser or one of its affiliates generally waives the portion of the Management Fee and Performance-

Based Compensation otherwise payable by the Funds which are attributable to any general partner 

associated with such Fund and to any investors that are members, officers, principals, directors or 

employees of such general partner, the Adviser, or their respective affiliates. 
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The Managed Account also pays a performance-based fee annually in arrears, as set forth in the investment 

management agreement governing the Managed Account.   

B.  Payment of Fees. 

 

Fees and other compensation paid to the Adviser or an affiliate are generally deducted from the assets of 

the Funds.  Management Fees are generally deducted on a quarterly basis and Performance Compensation 

is generally deducted on an annual basis.  The Adviser generally bills the Managed Account for asset based 

fees and performance based fees payable by the Managed Account.  

 

The Performance-Based Compensation received by the Adviser or its affiliates, to the extent subject to the 

requirements of Section 205 of U.S. Investment Advisers Act of 1940, as amended (the “Advisers Act”), 

will be paid in compliance with Rule 205-3 under the Advisers Act. 

C. Additional Expenses and Fees 

Generally, the Funds pay their own expenses including, but not limited to, (i) the fees paid to the Adviser 

and the administrator, including expenses associated with middle office support and other services provided 

to the Funds,  and consultants (in connection with investments, trading, compliance, risk management, 

research and infrastructure (including telecommunications)), directors' fees, if any; administrative 

expenses; legal and compliance expenses (including filings to be made with regulators in non-U.S. 

jurisdictions, “blue sky” filings, fees and expenses associated with non-U.S. registered agents and paying 

agents, responding to formal and informal inquiries and expenses associated with regulatory filings relating 

to the Funds and their portfolios and legal, compliance, archiving and research services), accounting, audit 

and tax preparation expenses and costs related to errors and omissions insurance and directors and officers 

insurance for the Adviser and its affiliates; (ii) investment-related expenses (e.g., brokerage commissions 

and transaction costs, clearing and settlement charges, custodial fees, interest expense, research-related 

expenses, including, without limitation, third-party research, research related travel expenses, news and 

quotation equipment and services (including fees for data and software providers), fees and costs related to 

risk analytics, and third party trading-related software, and costs associated with the transmittal of trade 

information, including trade order management software (i.e. software used to route trade orders)); interest 

on margin accounts and other indebtedness; borrowing charges on securities sold short; custodial fees; bank 

service fees; and (iii) telecommunication costs, computer hardware and software (including modifications, 

upgrades and servicing), fiber optic charges, and data (including Bloomberg and other information sources 

used for investment-related, compliance and other purposes), as determined by the Adviser in its sole and 

absolute discretion, and all other reasonable expenses related to the purchase, sale or transmittal of Fund 

assets. To the extent Fund assets are invested in a master-feeder structure, the applicable feeder fund bears 

a pro rata share of the expenses associated with the related master fund.   
 

For expenses that relate to more than one client account, the Adviser’s general policy is to allocate such 

expenses amongst the participating accounts pari passu based on relative assets under management, or in 

such other manner as the Adviser considers fair and equitable. 

The Managed Account pays expenses similar to those paid by the Funds as set forth in the investment 

management agreement governing the Managed Account.  For more information on brokerage transactions, 

please see Item 12 (Brokerage Practices). 

D. Prepayment of Fees. 

Please see responses to 5A above. 
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E. Compensation for Sale of Securities and Other Investment Products 

Neither the Adviser nor any of its supervised persons accepts compensation (e.g., brokerage commissions) 

for the sale of securities or other investment products. 
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Item 6. Performance-Based Fees and Side-by-Side Management 

 

The Adviser and its affiliates accept performance-based fees from every client.   

Because the Adviser and its investment personnel manage more than one client account, the potential exists 

for one client to be favored over another client.  In particular, the Adviser and its investment personnel have 

a greater incentive to favor clients that pay the Adviser (and indirectly its investment personnel) higher 

performance-based fees. In addition, the principals and certain employees of the Adviser have personal 

investments in one or more of the Funds, and such investments are not proportionate among the various 

Funds.  Accordingly, the Adviser has an incentive to favor Funds in which its principals or employees have 

a greater interest.   

The Adviser has adopted and implemented policies and procedures intended to address conflicts of interest 

relating to the management of multiple client accounts.  The Adviser reviews Fund performance as part of 

the daily review of risk reports conducted by members of the Adviser’s compliance group and as part of 

the Adviser’s quarterly Pricing and Allocation Committee meetings.  See Item 11 for discussion of the 

Adviser’s allocation policies.  The Adviser prohibits the allocation of investment opportunities based on 

anticipated compensation or profits to the Adviser, any affiliates or their professionals. 

Performance fees are subject to regulation under Section 205 of the Advisers Act and Rule 205-3 

thereunder.  Therefore, the Adviser seeks to ensure that any client or investors in a client that are directly 

or indirectly assessed performance fees satisfy the qualifications of Rule 205-3 under the Advisers Act and 

have been advised of such fees and their risks. 
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Item 7. Types of Clients 

 

The Adviser generally provides investment advice to Funds and the Managed Account, as described above 

in Item 4.  The Adviser may in the future provide investment advice to additional managed accounts for 

institutional and other investors. 

The offering documents of each Fund set minimum amounts for investment by prospective investors in 

such Funds. These minimum amounts may be waived by the Adviser or an affiliate. 

  



11 
 

 

Item 8. Methods of Analysis, Investment Strategies and Risk of Loss 

 

Methods of Analysis and Investment Strategies 

The descriptions set forth in this Brochure of specific advisory services that the Adviser offers to clients, 

and investment strategies pursued and investments made by the Adviser on behalf of its clients, should not 

be understood to limit in any way the Adviser’s investment activities. The Adviser may offer any advisory 

services, engage in any investment strategy and make any investment, including any not described in this 

Brochure, that the Adviser considers appropriate, subject to each client’s investment objectives and 

guidelines. The investment strategies the Adviser pursues are speculative and entail substantial risks. 

Clients should be prepared to bear a substantial loss of capital. There can be no assurance that the 

investment objectives of any client will be achieved.  

 

The investment objective of the Utility Funds is to employ an energy and infrastructure-focused, long/short 

strategy which seeks to deliver absolute returns in all market conditions with minimal correlation to energy 

related indices and broader market indices. The investment objective of the Energy Funds is to employ a 

long-biased strategy incorporating fundamental research to construct a portfolio of high conviction names 

in the energy sector.  The investment strategies utilized for the Energy Funds will generally consist of long-

term purchases and, to a lesser extent, short sales designed to allocate capital to compelling investment 

opportunities, while aiming to limit portfolio volatility and downside risk.   
 

The Utility and Energy Clients invest primarily in equity securities of electric and gas utilities, integrated 

utilities, water utilities, telecommunication companies, independent power producers and pipelines, 

exploration and production companies, oilfield services companies, renewable energy companies, and more 

broadly in energy and infrastructure-related industries (such as chemicals, materials, transportation 

infrastructure and real estate equities). The Adviser seeks to achieve the clients’ investment objectives 

primarily through individual security selection based on fundamental research and analysis.  

 

The Real Estate Client invests in the securities of real estate companies. 

 

Related Risks  

 

The following risk factors do not purport to be a complete list or explanation of the risks involved in an 

investment in the clients. These risk factors include only those risks the Adviser believes to be material, 

significant, unusual and relative to certain investment strategies or methods of analysis employed by the 

Adviser.  

 

Market Risks. The profitability of a significant portion of each client’s investment program will depend to 

a great extent upon correctly assessing the future course of the price movements of securities and other 

investments. There can be no assurance that the Adviser will be able to predict accurately these price 

movements. With respect to the investment strategies utilized by the clients, there is always some, and 

occasionally a significant, degree of market risk. 

 

Utility Industry Related Risks. The clients’ investment portfolios contain securities in the electric and gas 

utility sectors. The risks associated with the long side of the portfolio of electric utility companies include 

those involving the construction, operation and licensing of nuclear power plants, including the risk of 

nuclear accident. The market value of the stock of electric and gas utility companies also may be adversely 

affected by inadequate rate increases from regulatory agencies. Conversely, the short side of the portfolio 
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is subject to different risks, which might cause the price of these securities to rise, such as higher than 

expected dividends, unexpectedly positive regulatory changes, merger takeover or acquisition and lower 

interest rates. Other risks of electric and gas utilities include their sensitivity to changes in interest rates, 

their continuing requirements for raising additional capital and their obligation to comply with 

environmental and other governmental mandates.  

 

Concentration in Energy Sector. Since the clients’ investment portfolios are concentrated in the energy 

sector, such investment portfolios may be subject to more rapid change in value than would be the case if 

the clients were to maintain a wide diversification among securities or industry sectors. Furthermore, even 

within the energy sector, the investment portfolios may be relatively concentrated. This lack of 

diversification may subject the investments of the clients to more rapid change in value than would be the 

case if the assets of the clients were more widely diversified.  

 

The value of the clients’ portfolios may be vulnerable to factors affecting the energy industry, such as 

increasing regulation of the energy sector by both the U.S. and non-U.S. governments, developments in the 

energy sectors and conservation incentives. Increased energy regulations may, among other things, increase 

compliance costs and affect business opportunities for the companies in which the clients invest.  

 

Real Estate Equities. Real estate equity investments are subject to varying degrees of risk. Real estate 

values are affected by a number of factors, including changes in the general economic climate, local 

conditions (such as an oversupply of space or a reduction in demand for space), the quality and philosophy 

of management, competition based on rental rates, attractiveness and location of the properties, financial 

condition of tenants, buyers and sellers of properties, quality maintenance, insurance and management 

services, and changes in operating costs. Real estate values are also affected by such factors as government 

regulations (including those governing usage, improvements, zoning and taxes), interest rate levels, the 

availability of financing and potential liability under changing environmental and other laws. 

 

Master Limited Partnerships. The value of the clients’ investments in MLPs will depend largely on the 

MLPs being treated as partnerships for federal income tax purposes. If an MLP does not meet current law 

requirements to maintain partnership status, or if it is unable to do so because of tax law changes, it would 

be taxed as a corporation. In that case, the MLP would be obligated to pay income tax at the entity level 

and distributions received by the clients may be taxed entirely as dividend income and subject to US 

withholding tax. As a result, there would be a material reduction in such client’s after tax return. 

 

Items of income, gains, losses and deductions of each MLP will flow through to a client in its capacity as a 

partner of the MLP. Historically, a substantial portion of MLP income has been offset by tax deductions. If 

the amount of MLP income tax deductions that may be claimed by a client is less than anticipated, the 

investors will incur greater current income taxes. A significant slowdown in acquisition activity by the 

MLPs in a client’s portfolio also could accelerate the investors' obligations to pay income taxes due in part 

to less accelerated depreciation generated by new acquisitions. In addition, distributions from the MLP 

could be treated as dividend income (the amount of which would be determined, in part, by the amount of 

depreciation or amortization deductions claimed by such an MLP on its federal corporate income tax return, 

which in the case of many MLPs may be substantial).  As a result of any such MLP’s being treated as a 

corporation for federal income tax purposes, there would be a material reduction in the client’s returns on 

its investments in MLPs. 

Increased Costs of Frequent Trading. The clients’ investment strategies may involve frequent trading 

due to the active nature of such clients’ portfolios. As a result, the brokerage and commission expenses of 

such clients may exceed those of other, less active, investment entities of comparable size. 
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Business and Financial Risk of Portfolio Companies. The companies in which the clients may invest 

(both public and private) may involve a high degree of business and financial risk. The companies in which 

the clients plan to invest may be operating at a loss or have significant variations in operating results, may 

be engaged in a rapidly changing business with products subject to a substantial risk of obsolescence, may 

require substantial additional capital to support their operations, to finance expansion or to maintain their 

competitive position, or may otherwise have a weak financial condition. The companies in which the clients 

may invest may be highly leveraged. Leverage may have important consequences to these companies and 

the clients as investors. These companies may be subject to restrictive financial and operating covenants. 

The leverage may impair these companies' ability to finance their future operations and capital needs. As a 

result, these companies' flexibility to respond to changing business and economic conditions and to business 

opportunities may be limited. A leveraged company's income and net assets will tend to increase or decrease 

at a greater rate than if borrowed money were not used.  

 

In addition, portfolio companies may face intense competition, including competition from companies with 

greater financial resources, more extensive development, manufacturing, marketing, and other capabilities, 

and a larger number of qualified managerial and technical personnel.  

 

Small to Medium Cap Stocks. At any given time, the clients may have investments in smaller-to-medium 

sized companies with market capitalizations of less than $5 billion. These securities often involve greater 

risks than the securities of larger, better-known companies.  

 

Short Sales. Certain of the clients’ investment programs typically include a significant amount of short 

selling. Short selling, or the sale of securities not owned by a client, necessarily involves certain additional 

risks. Such transactions expose a client to the risk of loss in an amount greater than the initial investment, 

and such losses can increase rapidly and without effective limit. There is the risk that the securities borrowed 

by such client in connection with a short sale would need to be returned to the securities lender on short 

notice. If such request for return of securities occurs at a time when other short sellers of the subject security 

are receiving similar requests, a "short squeeze" can occur, wherein such client might be compelled, at the 

most disadvantageous time, to replace borrowed securities previously sold short with purchases on the open 

market, possibly at prices significantly in excess of the proceeds received earlier. There can be no assurance 

that securities necessary to cover a short position will be available for purchase. 

 

Leverage. The clients’ investment programs generally utilize leverage which involves the borrowing of 

funds from brokerage firms, banks and other institutions in order to be able to increase the amount of capital 

available for marketable securities investments. Although leverage increases returns to investors if a client 

earns a greater return on the investments purchased with borrowed funds than it pays for such funds, the 

use of leverage decreases returns to investors if such client fails to earn as much on such investments as it 

pays for such funds. A client faces additional risks in the event that its securities or other assets posted as 

collateral for borrowings decline in value, or the lender changes the margin requirements. In this event, 

such client could be subject to a "margin call" or "collateral call" pursuant to which such client must deposit 

additional assets with the lender or suffer mandatory liquidation of the pledged collateral to compensate for 

the decrease in value of the collateral.  

 

Options. Purchasing put and call options, as well as writing such options, are highly specialized activities 

and entail greater than ordinary investment risks especially when such options are not used as a hedge or 

are uncovered. Because option premiums paid or received by an investor will be small in relation to the 

market value of the investments underlying the options, buying and selling put and call options can result 

in large amounts of leverage. As a result, the leverage offered by trading in options could cause an investor's 

asset value to be subject to more frequent and wider fluctuations than would be the case if the investor did 

not invest in options.  
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Non-U.S. Securities. Investing in securities of non-U.S. governments and companies which are generally 

denominated in non-U.S. currencies and utilization of options on non-U.S. securities involves certain 

considerations comprising both risks and opportunities not typically associated with investing in securities 

of the U.S. Government or U.S. companies. These considerations include changes in exchange rates and 

exchange control regulations, political and social instability, expropriation, imposition of foreign taxes, less 

liquid markets and less available information than is generally the case in the U.S., higher transaction costs, 

less government supervision of exchanges, brokers and issuers, greater risks associated with counterparties 

and settlement, difficulty in enforcing contractual obligations, lack of uniform accounting and auditing 

standards and greater price volatility.  

 

Special Situations. The clients may invest in companies involved in (or the target of) acquisition attempts 

or tender offers or in companies involved in or undergoing work-outs, liquidations, spin-offs, 

reorganizations, bankruptcies or other catalytic changes or similar transactions. In any investment 

opportunity involving any such type of special situation, there exists the risk that the contemplated 

transaction either will be unsuccessful, will take considerable time or will result in a distribution of cash or 

a new security the value of which will be less than the purchase price to the clients of the security or other 

financial instrument in respect of which such distribution is received. Similarly, if an anticipated transaction 

does not in fact occur, a client may be required to sell its investment at a loss. Because there is substantial 

uncertainty concerning the outcome of transactions involving financially troubled companies in which the 

clients may invest, there is a potential risk of loss by the clients of their entire investments in such 

companies. 

 

Initial Public Offerings. Certain of the clients’ investment portfolios may at times contain securities from 

initial public offerings. The risks associated with long positions in such companies include poor market 

conditions or poor reception for the securities in the secondary market. The market value of new securities 

also may be adversely affected by bear markets, excessive market volatility and rising interest rates. 

Conversely, short positions in such companies are subject to different risks, which might cause the price of 

the securities to rise, such as higher than expected earnings reports, unexpected positive contracts, mergers, 

takeovers or other acquisitions or restructurings (whether unconfirmed or announced), lower interest rates 

and positive investor sentiment (whether or not supported by underlying fundamentals).  

 

Counterparty and Settlement Risk. To the extent a client invests in swaps, “synthetic” or derivative 

instruments, repurchase agreements, forward contracts, certain types of options or other customized 

financial instruments, or, in certain circumstances, non-U.S. securities, such client takes the risk of non-

performance by the other party to the contract. This risk may include credit risk of the counterparty and the 

risk of settlement default. These risks may differ materially from those entailed in exchange-traded 

transactions, which generally are supported by guarantees of clearing organizations, daily marking-to-

market and settlement, and segregation and minimum capital requirements applicable to intermediaries. 

Transactions entered directly between two counterparties generally do not benefit from such protections 

and expose the parties to the risk of counterparty default. In addition, a default by one of several large 

institutions that are dependent on one another to meet their liquidity or operational needs, whether or not a 

counterparty of a client, may cause a series of defaults by the other institutions, some of which may be 

counterparties of such client. Such a circumstance also may adversely affect financial intermediaries, such 

as clearing agencies, clearing houses, banks, securities firms and exchanges, with which such client 

interacts on a daily basis. Misconduct by counterparties could also cause significant losses to a client. 

  

In addition, with respect to synthetic securities, a client will usually have a contractual relationship only 

with the counterparty of such synthetic securities, and not the reference obligor on the debt security or other 

obligation upon which the synthetic security is based (the "Reference Obligation"). A client generally will 

have no right to directly enforce compliance by the reference obligor with the terms of the Reference 

Obligation or any rights of off-set against the reference obligor, nor have any voting rights with respect to 
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the Reference Obligation. A client will not benefit directly from the collateral supporting the Reference 

Obligation or have the benefit of the remedies that would normally be available to a holder of such 

Reference Obligation. In addition, in the event of insolvency of the counterparty, a client will be treated as 

a general creditor of such counterparty, and will not have any claim with respect to the credit risk of the 

counterparty as well as that of the reference obligor. As a result, concentrations of synthetic securities in 

any one counterparty subject the notes to an additional degree of risk with respect to defaults by such 

counterparty as well as by the reference obligor.  

 

Custody and Prime Brokerage Risk. There are risks involved in dealing with the custodians or prime 

brokers who settle client trades. The clients maintain custody accounts with prime brokers. Although the 

Adviser monitors the prime brokers and believes that they are appropriate custodians, there is no guarantee 

that any of the prime brokers, or any other custodian that the clients may use from time to time, will not 

become bankrupt or insolvent. While both the U.S. Bankruptcy Code and the Securities Investor Protection 

Act of 1970 seek to protect customer property in the event of a bankruptcy, insolvency, failure, or 

liquidation of a broker-dealer, it is likely that, in the event of a failure of a broker-dealer that has custody 

of client assets, the clients would incur losses due to their assets being unavailable for a period of time, the 

ultimate receipt of less than full recovery of its assets, or both.  

 

The clients and/or any of the prime brokers may appoint sub-custodians in certain non-U.S. jurisdictions to 

hold the assets of the clients. Such prime brokers may not be responsible for cash or assets which are held 

by sub-custodians in certain non-U.S. jurisdictions, nor for any losses suffered by the clients as a result of 

the bankruptcy or insolvency of any such sub-custodian. The clients may therefore have a potential 

exposure on the default of any sub-custodian and, as a result, many of the protections that would normally 

be provided to a fund by a custodian may not be available to the clients. Further, the investment strategy of 

the clients may require the Adviser to actively trade the clients’ portfolios, and if as a result of the insolvency 

of a custodian or prime broker, the Adviser is not able to actively trade the clients’ portfolios for some 

period of time, the clients could be significantly adversely affected. Under certain circumstances, including 

certain transactions where the clients’ assets are pledged as collateral for leverage from a non-broker-dealer 

custodian or a non-broker-dealer affiliate of one of the prime brokers, or where the clients’ assets are held 

at a non-U.S. custodian, the securities and other assets deposited with the custodian or broker may not be 

clearly identified as being assets of the clients and hence the clients could be exposed to a credit risk with 

regard to such parties. Custody services in certain non-U.S. jurisdictions remain undeveloped and, 

accordingly, there is a transaction and custody risk of dealing in certain non-U.S. jurisdictions. Given the 

undeveloped state of regulations on custodial activities and bankruptcy, insolvency, or mismanagement in 

certain non-U.S. jurisdictions, the ability of the clients to recover assets held by a sub-custodian in the event 

of the sub-custodian's bankruptcy or insolvency could be in doubt, as the clients may be subject to 

significantly less favorable laws than many of the protections that would be available under U.S. laws. 

 

Cyber-Security Threats.  The Adviser may face various cyber and security threats, including malicious 

software, attempts to gain unauthorized access to data, and other electronic security breaches that could 

lead to disruptions to critical systems, unauthorized release of confidential or otherwise protected 

information and corruption of data, network or systems. 

Epidemics, Pandemics and Market Disruption. Many countries have been susceptible to epidemics, such 

as severe acute respiratory syndrome, avian flu, H1N1/09 flu and, currently, the coronavirus “Covid-19”, 

which the World Health Organization has declared to be a pandemic.  The spread of Covid-19 or other 

pandemics, may have an adverse impact on the clients. Countries that already have suffered outbreaks of 

Covid-19 are likely to suffer a continued increase in recorded cases of the disease. Furthermore, the disease 

is likely to spread to additional countries around the world. A continued escalation in the Covid-19 outbreak 

could see a continual decline in global economic growth (some economists have warned that global 

economic growth could be cut by more than half and that countries and the global economy could be 
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plunged into recession).  Many businesses around the world have curtailed their travel and meeting plans. 

This is likely to slow business activity, including in particular international business activity. The impact 

of a viral pandemic in certain areas with large and crowded cities may be especially severe. In consumer 

goods, for example, customers may delay discretionary spending and travel plans because of concern about 

the pandemic.  

 

Certain industries in which the clients invest may be particularly affected by Covid-19 or other pandemics. 

For example, the clients may hold real estate equity investments with a concentration in particular industries 

such as the travel and entertainment industries. The spread of Covid-19 has resulted in a material decrease 

in the average occupancy, operating income and room rates for hotel assets. Similarly, in the energy sector, 

a decrease in travel, in conjunction with price shocks caused by an increase in supply, has resulted in 

increasing volatility in oil prices. 

 

The investment industry itself has also been materially affected by conditions in the global financial markets 

and economic conditions or events throughout the world related to the Covid-19 pandemic, including, but 

not limited to, economic uncertainty, slowdown in global growth, changes in laws (including laws relating 

to taxation and regulations on the financial industry), related trade and travel barriers, commodity prices, 

currency exchange rates and controls, other national and international political circumstances and related 

consequences. Certain foreign governmental regulators have imposed limitations on short sales of equity 

securities, which may impact the Investment Manager's ability to trade in certain equities and/or equity 

index derivatives. Covid-19 may trigger employees of the Investment Manager and certain other service 

providers to the clients to be absent from work or work remotely for prolonged periods of time. The ability 

of service providers to the client to work effectively on a remote basis may adversely impact the day-to-

day operations of the clients.  In addition, the imposition of travel restrictions may impact the ability of the 

Adviser’s personnel to travel in connection with potential or existing investments of the clients, which could 

negatively impact the ability of the Adviser to effectively identify, monitor, operate and dispose of 

investments. A continued outbreak may also reduce the availability of debt financing to the clients and 

potential purchasers of the clients’ investments, which could have material and adverse impact on the 

clients’ returns. 

 

These factors have affected and may continue to affect the level and volatility of securities prices and the 

liquidity and the value of investments and have a material adverse effect on the clients. Any similar future 

outbreak or pandemic could have similar potential adverse effects on the global economy, the Investment 

Manager and/or the clients. 

 

Please refer to each Fund’s applicable offering memorandum and the Managed Account documents for a 

more detailed description of the risks associated with the Adviser’s methods of analysis and investment 

strategies and techniques. 
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Item 9. Disciplinary Information 

 

There are no legal or disciplinary events that are material to a client’s or prospective client’s evaluation of 

the Adviser’s advisory business or the integrity of the Adviser’s management. 
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Item 10. Other Financial Industry Activities and Affiliations 

 

A. Broker-Dealer Registration Status. 

The Adviser and its respective management persons are not registered as broker-dealers and do not have 

any application pending to register with the SEC as broker-dealers or registered representatives of broker-

dealers.  

B. Futures Commission Merchant, Commodity Pool Operator, or Commodity Trading Adviser 

Registration Status. 

The Adviser and its respective management persons are not registered as, and do not have any application 

to register as, futures commission merchants, commodity pool operators, commodity trading advisors, or 

associated persons of the foregoing entities.  

C. Material Relationships or Arrangements with Industry Participants  

Other than its relationship with its affiliates, as described in Item 4.B., the Adviser and its management 

persons do not have material relationships or arrangements with industry participants. 

However, insurance companies indirectly owned and controlled by Stuart Zimmer (and trusts established 

for the benefit of his immediate family members) invest in the Utility Fund through ZP Utility Insurance 

Fund, L.P. and ZP Utility Insurance Fund II, L.P.  (the “Insurance Feeders”).  It is possible that the other 

Utility Fund feeders will be materially affected by the actions of the Insurance Feeders.  For example, if the 

Insurance Feeders redeem from ZP Master Utility Fund, Ltd., the other feeder funds may experience higher 

pro rata operating expenses, thereby producing lower returns.  Similarly, ZP Master Utility Fund, Ltd. may 

become less diverse due to a withdrawal by the Insurance Feeders, resulting in increased portfolio risk.  The 

Adviser attempts to mitigate these risks by causing the insurance companies to invest in the Insurance 

Feeders on terms that are substantially similar to those applicable to other Utility Fund investors. 

D.  Selection of Other Investment Advisers. 

Neither the Adviser nor the Relying Adviser recommends or selects other investment advisers for the 

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

A. Code of Ethics.  

The Adviser has adopted a Code of Ethics that has been designed to comply with the requirements of Rule 

204A-1 of the Advisers Act.  The Code of Ethics prohibits employees from engaging in personal securities 

transactions for most securities, and provides reporting and pre-clearance requirements with respect to gifts 

and entertainment, and outside business activities.   Employees’ personal business or investment 

transactions are pre-cleared when necessary and monitored by the Adviser’s compliance personnel.  The 

Code of Ethics also contains policies and procedures designed to prevent the misuse of material, non-public 

information. All personnel of the Adviser are required to certify their compliance with the Code of Ethics 

on a periodic basis. Clients or prospective clients may obtain a copy of the Code of Ethics by contacting 

the Adviser at the address or telephone number listed on the first page of the Brochure. 

B. Securities in Which You or a Related Person Has a Material Financial Interest. 

The Adviser or an affiliate acts as a general partner in one or more U.S. Funds in which the Adviser solicits 

client investments and also acts as investment adviser to one or more offshore Funds (for non-U.S. investors 

and U.S. tax-exempt investors) in which the Adviser solicits investments. The Adviser, its employees, 

affiliates or their related persons may also invest directly in any of the Funds and may decide to invest only 

in certain Funds and not in others (including, for example, the Utility Fund and the Energy Fund, in which 

certain entities that are owned and controlled by Stuart J. Zimmer (and trusts established for the benefit of 

his immediate family members) have made significant investments).  Investors generally will not be 

provided with notice of principals’ or employees’ investments in, or withdrawals from, a Fund. These 

practices create a conflict of interest because the Adviser or related person has an incentive to recommend 

securities to Funds based on its own financial interests, rather than solely the interests of a Fund.   

 

On occasion, the Adviser may, on behalf of the clients, engage in cross trades. If the Adviser determines 

that it is advisable to engage in such a cross trade, the Adviser will (i) ensure that the trade is in the respective 

best interest of the clients involved; (ii) ensure that the transaction is consistent with the duty to obtain best 

execution; and (iii) rely on the Adviser’s valuation procedures to determine the appropriate price at which 

to effect the transaction. The Adviser will receive no transaction-based compensation in connection with 

cross trades (other than incentive allocations and management fees received in the ordinary course of 

business).  To the extent a cross trade may be viewed as a principal transaction due to the ownership interest 

in a Fund by the Adviser or its personnel, the Adviser will either not effect such transactions or comply 

with the requirements of Section 206(3) of the Advisers Act, including that any such transactions will be 

considered on behalf of investors in such a client and approved or disapproved by (i) an advisory board 

comprised of representatives of such investors or (ii) a committee consisting of one or more persons selected 

by the Adviser (or its affiliate), and any valuation approved by such a committee will be determined by an 

independent third party that has appropriate experience in providing such valuations.  The Pricing and 

Allocation Committee reviews principal and internal cross transactions that took place during the prior 

quarter. 
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C. Investing in Securities That You or a Related Person Recommends to Clients. 

The Code places restrictions on personal trades by employees. Employees are required to disclose their 

personal securities holdings and transactions to the Adviser on a periodic basis, and are required to pre-

clear certain types of personal securities transactions. Generally, and subject to certain exceptions, the 

Adviser’s employees may not engage in personal securities trading. Employees may however purchase and 

sell mutual funds, municipal securities, money market instruments and certain broad-based, liquid 

exchange-traded funds (“ETFs”).  Disposition of securities not otherwise permitted that are held in an 

employee’s personal trading accounts must be pre-cleared.  

Some clients may invest in the same or similar mutual funds and ETFs that employees are permitted to 

transact in; however, the Adviser does not view this as a significant conflict of interest due to the large 

market for and liquidity of these types of investments.   

The Adviser’s personal account trading policies and procedures also extend to employees’ spouses, minor 

children, any individuals residing in the same household and over whose purchases, sales or other trading 

activities the employee exercises control or investment decision, persons to whom the employee provides 

financial support and either whose financial affairs the employee controls or for whom the employee 

provides discretionary advisory services, any trust or other arrangement which names the employee as a 

beneficiary, and any partnership, corporation, or other entity in which the employee is a director, officer or 

general partner or in which the employee has a 25% or greater beneficial interest or in which the employee 

owns a controlling interest or exercises effective control.   

D. Conflicts of Interest Created by Contemporaneous Trading. 

Although the Adviser will attempt to allocate investment opportunities in a manner which is in the best 

interests of all the entities involved and will allocate investment opportunities believed to be appropriate 

for one or more clients among the clients in a manner which the Adviser determines is fair and equitable 

under the circumstances to all clients, there can be no assurance that an investment opportunity which comes 

to the attention of the Adviser will not be allocated to one client and not another client, with such other 

client being unable to participate in such investment opportunity or participating only on a limited basis. In 

addition, it is noted that there may be circumstances under which the Adviser will consider participation by 

certain clients in investment opportunities in which the Adviser does not intend to invest, or intends to 

invest only on a limited basis, on behalf of other clients. The Adviser will evaluate for the clients a variety 

of factors which may be relevant in determining whether a particular situation or strategy is appropriate and 

feasible for a particular client at a particular time, including the nature of the investment opportunity taken 

in the context of the other investment or regulatory limitations on a client and the transaction costs involved. 

Because these considerations may differ for each client in the context of any particular investment 

opportunity, investment activities of the clients may differ considerably from time to time. From the 

standpoint of a client, simultaneous identical portfolio transactions for multiple clients may tend to decrease 

the prices received, and increase the prices required to be paid, by such client for its portfolio sales and 

purchases.  Where less than the maximum desired number of shares of a particular security to be purchased 

is available at a favorable price, the shares purchased will be allocated among the clients in an equitable 

manner as determined by the Adviser. 

The Adviser may at times determine that certain investments will be suitable for acquisition by one or more 

clients. If that occurs, and the Adviser is not able to acquire the desired aggregate amount of such 

investments on terms and conditions which the Adviser deems advisable, the Adviser will endeavor to 

allocate in good faith the limited amount of such investments acquired among the various clients for which 

the Adviser considers them to be suitable. The Adviser may make such allocations among clients in any 

manner which it considers to be fair and equitable under the circumstances, including, but not limited to, 
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allocations based on relative account sizes, the degree of risk involved in the investments acquired, and the 

extent to which such investments are consistent with the investment policies and strategies of the various 

accounts involved. 

The Chief Compliance Officer, in conjunction with the Adviser’s compliance staff, monitors the conflicts 

of interest described above, including personal account trading, allocation and aggregation of trades and 

cross trading. The Pricing and Allocation Committee also reviews these issues at its regular quarterly 

meetings. 
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Item 12. Brokerage Practices 

A. Factors Considered in Selecting or Recommending Broker-Dealers for Client Transactions.   

The Adviser is authorized to determine the broker or dealer to be used for each securities transaction for 

the clients.  The Adviser considers a number of factors in selecting a broker-dealer to execute transactions 

(or series of transactions) and determining the reasonableness of the broker-dealer’s compensation. In 

determining best execution, an investment manager may take into account the full range and quality of a 

broker's services that benefit an account under management such as brokerage, research and other services.  

In selecting the counterparties to execute a particular transaction, the Adviser uses its best judgment in 

evaluating the terms of the transaction, and gives consideration to various relevant factors, which generally 

include financial stability, credit-worthiness, and general reputation of the broker, actual executed price of 

the security and the broker's commission rates, research (including economic forecasts, investment strategy 

advice, fundamental and technical advice on individual securities, valuation advice and market analysis), 

custodial and other services provided by such brokers and/or dealers that are expected to enhance the 

Adviser’s general portfolio management capabilities, size and type of the transaction, difficulty of execution 

and the ability to handle difficult trades, operational efficiency and facilities of the brokers and/or dealers 

involved including back office efficiency, ability to handle a block order for securities and distribution 

capabilities, clearing broker’s responsiveness to the Adviser and the Adviser’s ability to negotiate standard 

agreement terms that adequately protect the clients.  Therefore, the Adviser may not necessarily negotiate 

“execution only” commission rates and may “pay up” for research and other services provided by the broker 

through the commission rate (“soft dollars”).  However, since commission rates are generally negotiable, 

selecting brokers on the basis of considerations which are not limited to applicable commission rates may 

result in higher transaction costs than would be otherwise obtainable.  

The Adviser maintains policies and procedures to review the quality of executions, including periodic 

review by its investment professionals and the Pricing and Allocation Committee. 

 

Section 28(e) of the U.S. Securities Exchange Act of 1934, as amended, is a “safe harbor” that permits an 

investment manager to use Commissions to obtain research and brokerage services that provide lawful and 

appropriate assistance in the investment decision-making process.  The Adviser will limit the use of 

Commissions to obtain research and brokerage services to services which constitute research and brokerage 

within the meaning of Section 28(e). Research services within Section 28(e) may include, but are not limited 

to, research reports (including market research); certain financial newsletters and trade journals; software 

providing analysis of securities portfolios; corporate governance research and rating services; attendance at 

certain seminars and conferences; discussions with research analysts; meetings with corporate executives; 

consultants’ advice on portfolio strategy; data services (including services providing market data, company 

financial data and economic data); advice from brokers on order execution; and certain proxy services. 

Brokerage services within Section 28(e) may include, but are not limited to, services related to the 

execution, clearing and settlement of securities transactions and functions incidental thereto (i.e., 

connectivity services between an investment manager and a broker-dealer and other relevant parties such 

as custodians); trading software operated by a broker-dealer to route orders; software that provides trade 

analytics and trading strategies; software used to transmit orders; clearance and settlement in connection 

with a trade; electronic communication of allocation instructions; routing settlement instructions; post trade 

matching of trade information; and services required by the SEC or a self-regulatory organization such as 

comparison services, electronic confirms or trade affirmations.  

 

In some instances, the Adviser may receive a product or service that may be used only partially for functions 

within Section 28(e) (e.g. an order management system, trade analytical software or proxy services).  In 

such instances, the Adviser will make a good faith effort to determine the relative proportion of the product 



23 
 

or service used to assist the Adviser in carrying out its investment decision-making responsibilities and the 

relative proportion used for administrative or other purposes outside Section 28(e).   

 

Within the last fiscal year of the Adviser or its related persons acquired the following types of products and 

services with client brokerage commissions (or markups or markdowns): 

• Research reports and forecasts on particular industries and companies; 

• Economic data, surveys, research and analyses; 

• Research consultant services; 

• Market, industry and financial data and analysis; and 

• Company and industry news, public filing and event aggregators 

The Chief Compliance Officer, in consultation with the Pricing and Allocation Committee and legal 

counsel, as necessary, will determine whether a service may be paid with soft dollars.  The use of client 

commissions (or markups or markdowns) to obtain research and brokerage products and services raises 

conflicts of interest.  For example, the Adviser will not have to pay for the products and services itself.  This 

creates an incentive for the Adviser to select or recommend a broker-dealer based on its interest in receiving 

those products and services.   

Research and brokerage services obtained by the use of commissions arising from the clients’ portfolio 

transactions may be used by the Adviser in its other investment activities and thus, the relevant client may 

not necessarily, in any particular instance, be the direct or indirect beneficiary of the research or brokerage 

services provided.  The Adviser does not allocate soft dollar benefits to clients proportionately to the soft 

dollar credits the accounts generate. 

Although the Adviser will make a good faith determination that the amount of commission rates paid is 

reasonable in light of the products or services provided by a broker, commissions are generally negotiable 

and thus, selecting brokers on the basis of considerations that are not limited to the applicable commission 

rates may result in higher transaction costs than would otherwise be obtainable.  The receipt of such 

products or services and the determination of the appropriate allocation in the case of “mixed use” products 

or services create a potential conflict of interest between the Adviser and its clients and investors. 

 

The Adviser may place transactions with a broker or dealer that (i) provides the Adviser (or an affiliate) 

with the opportunity to participate in capital introduction events sponsored by the broker-dealer or (ii) refers 

investors to the Funds, if otherwise consistent with seeking best execution; provided the Adviser is not 

selecting the broker-dealer in recognition of the opportunity to participate in such capital introduction 

events or the referral of investors. 

 

The Adviser has complete discretion in deciding what brokers and dealers the clients will use and in 

negotiating the rates of compensation the clients will pay and does not permit clients to direct brokerage. 

The Pricing and Allocation Committee reviews whether the Adviser has sought best execution during its 

regular quarterly meetings.    

 

B. Aggregation of Orders 

If the Adviser determines to buy or sell the same security, including interests in a private investment vehicle, 

on behalf of more than one client, it may, but shall be under no obligation to, aggregate, to the extent 

permitted by applicable law and regulations, client orders to achieve more efficient execution or to provide 

for fair treatment among the clients.  The Adviser will generally follow the guidelines set forth below in 

aggregating client orders for securities, including any orders placed for private investment vehicles: 
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(1) No client will be favored over any other client. 

(2) Each client that participates in an aggregated order will participate at the average share price 

for all of the Adviser’s transactions in that security on a given business day and transaction 

costs will be shared pro rata based on each client’s participation in the transaction. 

C. Trade Error Policy 

In the event that the Adviser experiences an error with respect to trades made on behalf of the clients, the 

Adviser will correct such error in accordance with its policies and procedures. The clients will be 

responsible for any losses resulting from trading errors and similar human errors, absent gross negligence 

and certain other bad acts. The Pricing and Allocation Committee has discretion to determine whether the 

error will be borne by a client or the Adviser. 
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Item 13. Review of Accounts 

 

A. Frequency and Nature of Review of Client Accounts or Financial Plans 

The Adviser’s investment, trading, operations and compliance staff perform various daily, weekly, monthly, 

quarterly and periodic reviews of each client’s portfolio. At the overall portfolio composition level for all 

clients, reviews are conducted by the Adviser’s chief executive officer, Stuart Zimmer. In addition, 

individual investments constituting the Funds’ portfolios are monitored and analyzed by the applicable 

investment professional primarily responsible for such investments. 

 

B. Factors Prompting Review of Client Accounts Other than a Periodic Review. 

Since all portfolios are reviewed daily, generally a special review would only be carried out in the event of 

an unusual event involving a portfolio security or the economy in general.  

 

C. Content and Frequency of Account Reports to Clients.  

The Adviser generally provides annual audited financial statements to its clients within 120 days of the 

applicable client’s fiscal year end.  

 

Investors in the Funds generally receive the following regular reports: (i) after the end of each fiscal year 

of the Funds, annual audited financial statements (including a balance sheet, income statement and 

statement of changes in net assets) for the recently completed fiscal year; and (ii) monthly regular net asset 

value statements of the investors’ Fund’s shares or capital accounts. Other periodic reports may be provided 

to investors in a particular Fund. For example, investors in domestic-based Funds receive annual tax 

information necessary for the completion of U.S. federal, state and local income tax returns. In addition, 

the Adviser generally provides weekly and/or monthly performance updates regarding the portfolios. In 

addition, certain investors may request additional information and reports. Other investors may not receive 

some or all of the items provided in response to such requests and, as a result, the requesting investors may 

be able to act on such additional information before the non-receiving investors. 
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Item 14. Client Referrals and Other Compensation 

 

A. Economic Benefits for Providing Services to the Clients 

The Adviser does not receive economic benefits from non-clients for providing investment advice and other 

advisory services. 

B. Compensation to Non-Supervised Persons for Client Referrals. 

Neither the Adviser nor any related person directly or indirectly compensates any person for client referrals.  

However, the Adviser or its affiliates may in the future enter into arrangements with third party placement 

agents or distributors to solicit investors in the Funds and such arrangements will generally provide for the 

compensation of such persons for their services at the Adviser's expense. 
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Item 15. Custody 

 

The Adviser is deemed to have custody of certain client funds and securities because it has the authority to 

obtain client funds or securities, for example, by deducting advisory fees from a client’s account or 

otherwise withdrawing funds from a client’s account. Account statements related to these clients are sent 

by qualified custodians to the Adviser.    

 

The Adviser is subject to Rule 206(4)-2 under the Advisers Act (the “Custody Rule”). However, it is not 

required to comply (or is deemed to have complied) with certain requirements of the Custody Rule with 

respect to each Fund because it complies with the provisions of the so-called “Pooled Vehicle Annual Audit 

Exception”, which, among other things, requires that each Fund be subject to audit at least annually by an 

independent public accountant that is registered with, and subject to regular inspection by, the Public 

Company Accounting Oversight Board, and requires that each Fund distribute its audited financial 

statements to all investors within 120 days of the end of its fiscal year.  

  



28 
 

 

Item 16. Investment Discretion 

 

The Adviser serves as the investment manager with discretionary trading authority to each client. The 

Adviser’s investment decisions and advice with respect to the clients is subject to each client’s investment 

objectives and guidelines, as set forth in its offering documents.  The Adviser or an affiliate of the Adviser 

has entered into an investment management agreement, or similar agreement, with each client or its general 

partner, as applicable, pursuant to which the Adviser or an affiliate of the Adviser has been granted 

discretionary trading authority. 
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Item 17. Voting Client Securities 

 

 

Proxy Voting Policies and Procedures 

 

The Adviser has adopted written proxy voting guidelines in accordance with Rule 206(4)-6 of the Advisers 

Act. In voting proxies, it is the general policy of the Adviser to consider and vote each proposal with the 

objective of maximizing long-term investment returns for each client. The Adviser’s proxy policy addresses 

a broad range of issues, including, among others, board size and composition, executive compensation, 

anti-takeover proposals, capital structure proposals and auditor selection and is meant to provide general 

voting parameters on issues that arise most frequently. 

 

In order to facilitate the proxy voting process, the Adviser has retained an independent proxy voting service 

(the “Proxy Service”) to vote proxies in a timely manner.  The Adviser may override individual 

recommendations by the Proxy Service and/or, vote in a manner that is contrary to the Adviser’s general 

guidelines if it believes that it would be in a client’s best interest to do so.  

 

Conflicts of interest may arise between the interests of the clients on the one hand and the Adviser or its 

affiliates on the other hand. If the Adviser determines that it may have, or is perceived to have, a conflict 

of interest when voting proxies, the Adviser will base its voting decision exclusively on the Adviser’s 

judgment of what will best serve the financial interests of the Client that beneficially owns the securities 

that are the subject of the vote.  The proxy policy may be revised in the Adviser’s discretion. Clients may 

obtain a copy of the Adviser’s proxy policy and its voting record by contacting the Adviser at the address 

or telephone number listed on the first page of the Brochure.   
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Item 18. Financial Information 

The Adviser is not required to include a balance sheet for its most recent fiscal year, is not aware of any 

financial condition reasonably likely to impair its ability to meet contractual commitments to clients, and 

has not been the subject of a bankruptcy petition at any time during the past ten years. 

 


