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Item 2 – Material Changes 

Consonance Capital Management, LP routinely makes changes throughout its Brochure in an effort 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.  

As of December 15, 2021, Gabriela Franco assumed the role of Chief Compliance Officer. Since the 

annual Brochure amendment dated March 30, 2021, the most recent update to its Brochure, Consonance 

Capital Management, LP has not made any other material changes to its Brochure. The annual update 

includes routine annual updating changes, certain enhanced disclosures, and updated regulatory assets 

under management. 

Except as otherwise specified, all information set forth or referenced in this Brochure is as of the date 

hereof. Subject to the requirements of the Investment Advisers Act of 1940, as amended (the “Advisers 

Act”), and other applicable laws, Consonance Capital Management, LP is under no obligation to update 

any such information. 

We encourage all recipients to read this Brochure carefully in its entirety. 
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Item 4 – Advisory Business 

Consonance Capital Management LP is a Delaware limited partnership formed in July 2007 for the primary 

purpose of providing investment advisory services to private pooled investment vehicles. Originally, 

Consonance Capital Opportunity Fund Management LP, a Delaware limited partnership, was formed in 

October 2014 for the primary purpose of providing investment advisory services to a separately managed 

account.  On January 1, 2021 the management company of the separately managed account was changed 

from Consonance Capital Opportunity Fund Management LP to Consonance Capital Management LP.   

 

The pooled vehicles for which the adviser provides investment advisory services are: (i) Consonance 

Capital Master Account LP, a Cayman Islands exempted limited partnership (“Consonance Capital 

Master”); (ii) Consonance Capital Investors LP, a Delaware limited partnership (“Consonance Capital 

Onshore”) that acts as a feeder fund for Consonance Capital Master; (iii) Consonance Capital Investors 

Ltd., a Cayman Islands exempted company (“Consonance Capital Offshore”) that also acts as a feeder fund 

for Consonance Capital Master; (iv) Consonance Capital Opportunity Master Fund, LP, a Cayman Islands 

exempted limited partnership (“Consonance Opportunity Master”); (v) Consonance Capital Opportunity 

Fund, LP, a Delaware limited partnership (“Consonance Opportunity Onshore”) that acts as a feeder fund 

for Consonance Opportunity Master; (vi) Consonance Capital Opportunity Offshore Fund, Ltd., a Cayman 

Islands exempted company (“Consonance Opportunity Offshore”) that also acts as a feeder fund for 

Consonance Opportunity Master and (vii) Consonance Capital Co-Invest LLC (“Co-Invest”), a Delaware 

series limited liability company (“Co-Invest” and, together with Consonance Capital Master, Consonance 

Capital Onshore, Consonance Capital Offshore, Consonance Opportunity Master, Consonance Opportunity 

Onshore and Consonance Opportunity Offshore, each a “fund” and collectively, the “funds”). An affiliate 

of the adviser, Consonance Capital Advisors LLC, a Delaware limited liability company (“Consonance 

Capital Advisors”), serves as the general partner of Consonance Capital Master, Consonance Capital 

Onshore, and the managing member of the Co-Invest.  Consonance Capital Opportunity Advisors, LLC, a 

Delaware limited liability company (“Consonance Capital Opportunity Advisors”), serves as the general 

partner of Consonance Opportunity Master and Consonance Opportunity Onshore.   

Mitchell J. Blutt, M.D. is the founder, Chief Executive Officer and Chairman of the Investment Committee 

of the adviser. Benny Soffer, M.D. is a co-founder, Partner, Chief Investment Officer, Portfolio Manager 

and Member of the Investment Committee of the adviser.  Kevin H. Livingston is a co-founder, Partner, 

President, Chief Operating Officer and Member of the Investment Committee of the adviser.  Reza 

Keshavarz, M.D. is a Partner and Director of Therapeutics of the adviser. Consonance CapMan GP LLC, a 

Delaware limited liability company (“Consonance CapMan GP”), serves as the general partner of the 

adviser.  

Mitchell J. Blutt, Benny Soffer and Kevin H. Livingston are the principal owners of the adviser. 

With respect to each of the funds, the investment objective is to seek to deliver exceptional, uncorrelated 

risk adjusted returns.  

The adviser seeks to meet this objective by focusing on investment opportunities in the publicly traded 

stocks of healthcare companies. The adviser believes the public healthcare market lends itself to an active 

long/short strategy. The adviser is focused on creating long and short portfolios driven by the opportunity 

for absolute return and alpha creation. The funds also invest in other types of securities and may use a 

variety of investment techniques to generate profit and/or control risk, including, but not limited to, 

participating in swaps, buying or selling futures contracts, purchasing and writing options and other 

derivative contracts, purchasing or selling debt instruments, and trading on margin by borrowing funds and 

pledging securities as collateral. 
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The portfolio management services that the adviser offers to the funds are set forth in each fund’s offering 

memoranda.  The adviser does not tailor portfolio management services to the individual needs of investors 

in the funds and the investors in the funds cannot impose restrictions on investing in certain securities or 

certain types of securities.    

The adviser also provides investment advisory services to a separately managed account (the “managed 

account” and together with the funds, the “clients”). The adviser tailors the investment objectives to the 

specific requests of the managed account (as documented in the investment advisory agreement). The 

managed account is subject to different terms and fees, as negotiated by the adviser and the managed 

account.  

In addition, the adviser has a non-discretionary managed account to which the adviser provides portfolio 

transparency on a delayed basis, which is referred to in this brochure as a virtual managed account.  

As of December 31, 2020 the adviser manages approximately $1,518,118,990 on a discretionary basis. 

Item 5 – Fees and Compensation 

The adviser receives a monthly investment management fee as described below from investors in the funds, 

and Consonance Capital Advisors receives an allocation of profits.  Please see Item 6 below for a discussion 

of the performance-based allocation to Consonance Capital Advisors and Consonance Opportunity 

Advisors.  

Management Fees 

With respect to Consonance Capital Master, Consonance Capital Onshore and Consonance Capital 

Offshore, the management fee will range between 1.50% and 2.00% per annum. The fee varies between 

Classes and is based on the net asset value of the Capital Account balance of each Limited Partner without 

accrual of any Performance Allocation not yet earned, and payable monthly in advance as of the beginning 

of each month. For Class A and H investors, the management fee will be equal to 2.00% per annum. For 

Class B investors, who have aggregate balances of between $25 million and $100 million, the management 

fee will range from 1.75% and 2.00% per annum, depending on the AUM of these funds. For Class O 

investors, who have aggregate balances of $100 million or greater, the management fee will range from 

1.50% to 2.00% per annum, depending on the AUM of these funds. The adviser, or its affiliate, may 

negotiate (and has previously negotiated) different management fees at its discretion. If an investor 

withdraws from a fund or the investment management agreement is terminated before the end of the month, 

the adviser will refund a pro rata portion of the management fee.   

For purposes of determining the management fee, all expenses and fees will be deemed to be incurred at 

the Consonance Capital Master level. Consonance Capital Master will establish sub-accounts (“Consonance 

Capital Sub-Accounts”) for each investor in the funds that permit Consonance Capital Master to properly 

determine the management fee for each investor.  Since the adviser will receive the management fee at the 

master fund level, no additional fee will be paid at the fund level. The adviser may waive, reduce or rebate 

the management fee with respect to any investor. The adviser has waived the management fee for affiliates 

of the adviser and Consonance Capital Advisors. Management fees are deducted from the funds’ accounts.   

With respect to Consonance Opportunity Master, Consonance Opportunity Onshore and Consonance 

Opportunity Offshore, the management fee will range between 1.00% and 2.00% per annum. The fee varies 

between series and is based on the net asset value of the Capital Account balance of each Limited Partner 

without deduction of any Entity-Level Taxes (as defined in the fund’s memoranda) or any accrual of any 

Performance Allocation not yet earned, and is payable monthly in advance as of the beginning of each 
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month. For Series A investors, the management fee will be equal to 1.5%.  For Series B investors, the 

management fee will be equal to 2.0%.  For Series C investors, the management fee will be 1.0%. The 

adviser, or its affiliate, may negotiate (and has previously negotiated) different management fees at its 

discretion. If an investor withdraws from a fund or the investment management agreement is terminated 

before the end of the month, the adviser will refund a pro rata portion of the management fee.   

For purposes of determining the management fee, all expenses and fees will be deemed to be incurred at 

the Consonance Opportunity Master level. Consonance Opportunity Master will establish sub-accounts 

(“Consonance Opportunity Sub-Accounts”) for each investor in the funds that permit Consonance 

Opportunity Master to properly determine the management fee for each investor.  Since the adviser will 

receive the management fee at the master fund level, no additional fee will be paid at the fund level. The 

adviser may waive, reduce or rebate the management fee with respect to any investor. The adviser has 

waived the management fee for affiliates of the adviser and Consonance Capital Opportunity Advisors. 

Management fees are deducted from the funds’ accounts. 

With respect to the Co-Invest, Investors do not pay a management fee, but pay expenses and a performance 

fee. Management fees for the managed account are paid quarterly in arrears and the virtual managed account 

are payable monthly in arrears. The management fee is individually negotiated between the adviser and 

each of the managed account and the virtual managed account.  

The adviser will bear all of its own normal and recurring operating expenses incurred in connection with 

the investment management services that it will provide to the clients. 

Expenses 

Each fund bears the legal, accounting and administrative expenses associated with the organization of the 

fund and the ongoing offering of the interests or shares of the fund. Each fund also bears all costs and 

expenses related to its investments and its operations, including, without limitation, brokerage and other 

transaction costs, clearing and settlement charges, trade break fees, consulting expenses, legal fees and 

other expenses in connection with conducting due diligence and negotiating the terms of certain 

investments, custodial fees, initial and varying margin interest and commitment fees on debit balances or 

borrowings, stock borrowing fees and proxy solicitation expenses, legal expenses, audit and tax preparation 

expenses, accounting fees, fees and expenses of an administrator, insurance expenses including costs of any 

liability insurance obtained on behalf of the funds, indemnification expenses, the management fee, 

regulatory costs and expenses (including filing and license fees), any issue or transfer taxes chargeable in 

connection with any securities transactions, any entity level withholding taxes and fees, costs of litigation 

or investigation involving the fund activities, and any extraordinary expenses.  The funds will also pay for 

trade errors unless these errors involve willful misconduct or gross negligence on the part of the adviser in 

the performance of its services.   

Consonance Capital Onshore and Consonance Capital Offshore will also be responsible for their pro rata 

portion of Consonance Capital Master’s costs and expenses, the nature of which expenses are expected to 

be similar to those of its feeder funds. 

Consonance Opportunity Onshore and Consonance Opportunity Offshore will also be responsible for their 

pro rata portion of Consonance Opportunity Master’s costs and expenses, the nature of which expenses are 

expected to be similar to those of its feeder funds. 

The Co-Invest is responsible for its own costs and expenses arising from its own operations, but the 

managing member has capped, and may in its discretion in the future cap expenses to a percentage of an 

Investor’s balance.    
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Each of the managed account and the virtual managed account will bear its own investment and operating 

expenses, as detailed in the investment management agreement. To the extent applicable, the managed 

account will also bear its pro rata share of any expenses common to the managed account and the funds. 

The Adviser and its affiliates may from time to time incur fees, costs and expenses on behalf of more than 

one Fund, portfolio company and/or the Adviser. In that event, expenses will be allocated in the Adviser’s 

good faith discretion with a view to being fair and reasonable and having regard to all relevant and available 

information, including the extent to which the relevant entity(ies) or group(s) required or benefitted from 

the goods or services giving rise to the expense and whether all or a portion of a multiple-purpose expense 

should be viewed as overhead and absorbed by the Adviser. The Adviser and/or its personnel can be 

expected to receive certain intangible and/or other benefits arising or resulting from their activities on behalf 

of the Funds that will not be subject to the management fee offset or otherwise shared with Fund investors 

and/or portfolio companies. For example, airline travel or hotel stays incurred in connection with Fund 

business may result in “miles” or “points” or credit in loyalty/status programs, and such benefits and/or 

amounts will, whether or not de minimis or difficult to value, inure exclusively to the Adviser and/or its 

personnel even though the cost of the underlying service is borne by the Funds. 

Neither the adviser nor its supervised persons accept compensation, including sales charges or service fees, 

from any person for the sale of securities or other investment products, including interests in the funds. 

Item 6 – Performance-Based Fees and Side-by-Side Management 

With respect to Consonance Capital Onshore and Consonance Capital Offshore, Consonance Capital 

Advisors is entitled to receive a performance allocation as described below:   

Generally at the end of each fiscal year, Consonance Capital Advisors will have reallocated to its capital 

account in Consonance Capital Master a performance allocation from Consonance Capital Onshore and 

Consonance Capital Offshore equal to a percentage based on share class, of the excess net capital 

appreciation attributable to an investor’s capital account or increase in the net asset value of an investor’s 

shares, as applicable and the investor’s corresponding Consonance Capital Sub-Account. The performance 

allocation for Class A, Class B and Class O is equal to twenty percent (20%); for Class H investors the 

performance allocation ranges between ten percent (10%) and twenty percent (20%). The performance 

allocation is made at Consonance Capital Master Level for Consonance Capital Offshore and at the feeder 

fund level for Consonance Capital Onshore. The performance fee is subject to a high water mark limitation.   

With respect to Consonance Opportunity Onshore and Consonance Opportunity Offshore, Consonance 

Capital Opportunity Advisors is entitled to receive a performance allocation as described below: 

Generally at the end of each fiscal year or on the date of a withdrawal, Consonance Capital Opportunity 

Advisors will have reallocated to its capital account in Consonance Opportunity Master a performance 

allocation from Consonance Opportunity Onshore and Consonance Opportunity Offshore equal to a 

percentage based on share class, of the excess net capital appreciation attributable to an investor’s capital 

account or increase in the net asset value of an investor’s shares, as applicable, and the investor’s 

corresponding Consonance Opportunity Sub-Account. The performance allocation for Series A ranges 

between fifteen percent (15%) and twenty percent (20%). The performance allocation for Series B is equal 

to twenty percent (20%).  The performance allocation for Series C is equal to 10%. The performance 

allocation is made at the Consonance Opportunity Master level. The performance fee is subject to a high 

water mark limitation. 

The performance allocation for investors in the Co-Invest is equal to 10% of the adjusted net profits 

allocable to each series of the Co-Invest. 
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Consonance Capital Advisors may reduce, waive, or rebate the performance allocation with respect to any 

investor. Consonance Capital Advisors has waived the performance allocation for affiliates of the adviser 

and Consonance Capital Advisors.   

Consonance Capital Opportunity Advisors may reduce, waive, or rebate the performance allocation with 

respect to any investor. Consonance Capital Opportunity Advisors has waived the performance allocation 

for affiliates of the adviser and Consonance Capital Opportunity Advisors.   

The adviser also receives a performance fee from the managed account and virtual managed account, which 

is payable annually in arrears. The performance fee is individually negotiated between the adviser and the 

managed and virtual managed accounts. 

The adviser faces a conflict of interest to the extent that it receives different levels of performance allocation 

from different clients. The adviser may have an incentive to favor a client for which it receives greater 

performance-based compensation. The adviser has policies and procedures to address this conflict of 

interest, including policies designed to ensure allocation of trades among client is fair and equitable. The 

performance allocation may also create an incentive to enter into more risky investments than it otherwise 

would. The adviser mitigates this conflict through the use of risk management techniques which are 

reasonably designed to reduce, as possible, the risk of loss. Clients are provided with clear disclosure in 

applicable Fund Documents or Investment Management Agreements as to how the performance-based 

compensation is charged. 

Item 7 – Types of Clients 

The adviser provides investment advice to the funds, as described above in Item 4. The adviser may consider 

fund clients if they have sufficient assets to carry on their potential investment program.  

The funds will offer interests only to certain qualified investors who meet qualification requirements under 

applicable securities laws and other laws.  Admission to the funds is not open to the general public. 

The funds have also set minimum requirements and minimum investment amounts for investors. The 

minimum initial investment with respect to the funds except for the Co-Invest is $1,000,000.  The funds 

have accepted contributions of a lesser amount, at the sole discretion of the adviser and/or Consonance 

Capital Advisors and/or Consonance Capital Opportunity Advisors. The Minimum initial investment with 

respect to the Co-Invest is $500,000. 

The adviser also provides investment advice to the managed account. It should be noted that the managed 

account relationship is individually negotiated and subject to an account minimum. The adviser also has a 

virtual managed account. 

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

 

Investment Objective 

With respect to each of the funds, the investment objective is to seek to deliver exceptional, uncorrelated 

risk adjusted returns. The adviser seeks to meet this objective by focusing on investment opportunities in 

the publicly traded stocks of healthcare companies. There is no guarantee that our investment objective will 

be achieved and investment results may vary substantially. 
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The principal objective of the managed account is capital appreciation. The adviser seeks to meet this 

strategy by investing in publicly traded microcap, small cap and mid cap healthcare equities. 

Investment Strategy 

The adviser seeks to meet the investment objective of the funds by investing substantially in the common 

stock of publicly-traded healthcare companies, and by investing in all subsectors in this broader category, 

including healthcare information technology, managed care, pharmaceuticals, specialty pharmaceuticals, 

commercial stage biotechnology, healthcare facilities and services, medical devices and supplies, 

diagnostics and consumer-based healthcare companies. The adviser believes that understanding and 

evaluating healthcare companies requires special domain knowledge and expertise. The adviser believes 

the healthcare sector possesses unique qualities, including rapid innovation, significant regulation, and 

clinical and commercial complexity that lead to misunderstandings and dislocations of value that can be 

profited from.  The adviser uses its substantial medical, scientific and investment expertise to identify these 

opportunities and exploit value disparities on both the long and short side of the market.  In addition, an 

active risk management approach, a low amount of margin leverage, a private-equity style due diligence 

process that manifests itself in a concentrated long portfolio and a deep proprietary network of physicians, 

clinicians, scientists, industry executives, and healthcare administrators and policy experts contribute 

significantly to the adviser’s value proposition, and the adviser believes provides the opportunity for 

superior risk-adjusted returns. 

The adviser anticipates it will invest primarily in healthcare companies in the U.S., and on an opportunistic 

basis in the rest of the world.  Generally, it is anticipated that the portfolio of the funds will be comprised 

of a predetermined range of long and short positions. The adviser will attempt to generate absolute returns 

commensurate with the potentially higher volatility, but will not sacrifice absolute returns for the sole 

purpose of reducing volatility. 

The managed account shall invest primarily in (i) publicly-traded equities (ii) with any market capitalization 

of less than $5 billion at the time of initial investment (iii) in the healthcare sector (with a particular 

emphasis on clinically de-risked assets in life sciences.)  

The virtual managed account is provided with position-level transparency on a delayed basis to invest in 

securities in which the discretionary accounts invest.   

Methods of Analysis  

The adviser applies over 30 years of healthcare investing experience to a fundamental, private equity-styled 

process of sourcing, due diligence, and investing in publicly traded equities and other securities.  The 

adviser seeks to identify and analyze companies trading below their intrinsic value, which may include deep 

value as well as growth companies. 

The adviser’s target universe for the funds includes over 375 healthcare companies with market 

capitalizations generally ranging from $250 million to over $5 billion. Each series of the Co-Invest will 

invest in a single security from within that universe. The managed account will generally invest in 

healthcare issuers with market capitalizations at any level up to approximately $5 billion.  

Once an idea merits a level of discussion, a preliminary assessment is made, including business description, 

consensus valuation, initial investment thesis, view of core value-creation driver, and biographies of senior 

management and the board of directors.  On the basis of this initial assessment the adviser determines if the 

idea is worth pursuing in more depth, and if so, a path of due diligence is mapped out including a pooled 

effort to identify appropriate points of contact, including physicians and other industry executives. The due 
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diligence process includes analysis of proprietary valuation models, overall market opportunity and growth 

attributes for the company’s key products, the company’s financial position, the abilities of senior 

management of the company, competition, and the regulatory and reimbursement environment. The adviser 

considers the forecasted return opportunity, strength of proprietary insight/thesis, unique touch points of 

due diligence, and the ability to engage with senior management to be the key elements in the investment 

process. 

The process continues towards developing further perspective and analysis, and each position is tracked 

closely to ensure the adviser’s core investment thesis remains intact and that the asymmetric risk-return 

opportunities the adviser seeks remain favorable. While the adviser tracks and monitors the portfolio’s sub 

sector exposures, the adviser believes the idiosyncratic qualities of each position to be of more importance.  

The funds will use short positions to generate alpha and potentially absolute return, and these positions may 

indirectly serve as a portfolio hedge.  The adviser will maintain risk management processes, including 

adherence to price targets, monitoring portfolio concentration and liquidity, and other methods that are 

deemed appropriate.   

Market and Investment Risks 

Prospective investors should be aware that an investment in the funds entails risks of significant losses 

arising from a variety of factors, including the following: 

Healthcare Industry Risks.  The fund will focus its investments in the publicly traded securities of healthcare 

companies. Healthcare related stocks, especially those of smaller, research-oriented companies, tend to be 

volatile.   

In addition, the healthcare industry is subject to extensive government regulation and may therefore be 

affected by government regulatory requirements, regulatory approval for new drugs and medical products, 

patent protection considerations, product liability concerns, reimbursement risk, changes in the regulatory 

environment and similar significant matters.  As these factors impact the industry, the value of the funds’ 

investments may fluctuate significantly over relatively short periods of time.   

High Growth Industry Related Risks.  Healthcare is one of the largest and fastest-growing sectors of the 

U.S. economy.  Certain of the healthcare companies in which the funds may invest allocate, or may have 

allocated, greater than usual amounts to research and product development.  The securities of healthcare 

companies may experience above-average price movements associated with the perceived prospects of 

success or failure of the research and development programs.  In addition, healthcare companies in which 

the funds invest could be adversely affected by a lack of commercial acceptance of a new product or 

products or by technological change and obsolescence.  Some of these healthcare companies may have 

limited operating histories, limited financial resources and may lack experienced management.  As a result, 

they may face undeveloped or limited markets, have limited products, have no proven profit-making 

history, may operate at a loss or with substantial variations in operating results from period to period, have 

limited access to capital and/or be in the developmental stages of their businesses. 

The markets in which many healthcare companies operate are extremely competitive.  New technologies 

and improved products and services are continually being developed, rendering older technologies, 

products and services obsolete. Moreover, competition can result in significant downward pressure on 

pricing.  There can be no assurance that healthcare companies in which the funds invest will successfully 

penetrate their markets or establish or maintain competitive advantages. 
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Portfolio Liquidity.  Although the adviser has previously invested in securities for which there is no public 

market and for which valuations may be difficult, the adviser does not intend to make such investments on 

behalf of the funds in the future. 

Equity Securities of Small-Cap Companies.  Many healthcare companies may have relatively small market 

capitalizations and trading volumes may be low.  Liquidity issues, together with adverse developments, 

either industry or healthcare company specific, may significantly impact share prices. In addition, many 

small and medium size companies are not well known to the investing public, do not have significant 

institutional ownership and are followed by relatively few analysts, and thus there may tend to be less 

publicly available information concerning these companies compared to what is available for companies 

that have larger market capitalizations.  Finally, some securities traded in the over-the-counter (“OTC”) 

market may have fewer market makers and wider spreads between their quoted bid and asked prices.  

Diversification. The funds focus their investments in the publicly-traded securities in the healthcare 

industry.  An investment in the funds does not constitute a diversified investment program.  The funds may 

hold a few relatively large investments in relation to their capital.  Consequently, a loss in any single 

investment could result in a proportionately higher reduction in the funds' capital than if the funds’ capital 

had been spread among a wider number of investments. 

Non-U.S. Currencies and Investments. Investing in non-U.S. issuers involves certain considerations 

comprising both risks and opportunities not typically associated with investing in U.S. issuers.  These 

considerations include changes in exchange control regulations, political and social instability, 

expropriation, imposition of non-U.S. taxes, less liquid markets and less available information than is 

generally the case in the United States, higher transaction costs, less government supervision of exchanges, 

brokers and issuers, less developed bankruptcy laws, difficulty in enforcing contractual obligations, lack of 

uniform accounting and auditing standards and greater price volatility. 

Although most of the funds' investments will be U.S. dollar denominated, investments that are denominated 

in a non-U.S. currency are subject to the risk that the value of a particular currency will change in relation 

to one or more other currencies.  The adviser intends, but is under no obligation, to employ hedging 

techniques to minimize these risks, but there can be no assurance that these hedging strategies will be 

effective. 

Leverage.  The funds leverage their capital when the adviser believes that the use of leverage may enable 

the funds to capitalize on opportunities to achieve a higher rate of return as well as to satisfy withdrawals 

which would otherwise result in the premature liquidation of investments.  While borrowing will increase 

the investment opportunities available to the fund, it will also increase the risk of loss on leveraged 

investments. 

Political, Economic and Other Conditions. The funds' investments may be adversely affected by changes 

in economic conditions or political events that are beyond its control.  For example, a stock market break, 

continued threats of terrorism, the outbreak of hostilities involving the United States, or the death of a major 

political figure may have significant adverse effects on the funds' investment results. 

Interest Rate Fluctuations. The prices of securities tend to be sensitive to interest rate fluctuations and 

unexpected fluctuations in interest rates could cause the corresponding prices of the long and short portions 

of a position to move in directions which were not initially anticipated.  In addition, interest rate increases 

generally will increase the interest carrying costs to the funds of borrowed securities and leveraged 

investments. To the extent that interest rate assumptions underlie the hedge ratios implemented in hedging 

a particular position, fluctuations in interest rates could invalidate those underlying assumptions and expose 

the funds to losses.   
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One of most prevalent interest rates, the London Interbank Offered Rate (LIBOR), will phase out by the 

end of 2021.  Changes in the method of calculating the value of a successor interest rate and the uncertainty 

of adoption of a particular interest rate methodology could have a material adverse effect on the terms of 

indebtedness of the funds in connection with margin debt or other debt. 

Equity Securities Generally.  The adviser will invest in equity securities.  Market prices of equity securities 

generally are subject to greater volatility than prices of fixed-income securities.  Market prices of equity 

securities as a group have dropped dramatically in a short period of time on several occasions in the past, 

and they may do so again in the future. 

Short Selling.  The adviser will engage in selling securities short. Selling securities short inherently involves 

leverage because the short sale of a security may involve the sale of a security not owned by the seller.  The 

seller may borrow the security for delivery at the time of the short sale.  If the seller borrows the security, 

the seller must then buy the security at a later date in order to replace the shares borrowed.  If the price of 

the security at the later date is lower than that at the date of the short sale, the seller realizes a profit; if the 

price of the security has risen, however, the seller realizes a loss.  Selling a security short which is borrowed 

exposes the seller to unlimited risk with respect to the security due to the lack of an upper limit on the price 

to which a security can rise.   

Social Media Influence on Short Selling. Several stocks have been recently targeted for trading by 

participants on social media platforms in part due to the amount of short interest in the stock.  Given changes 

to market structure and the low cost of trading for retail clients, the volume of trading related to social 

media attention may be significant. As the borrowing costs increase as the price of the stock increases (and 

may typically only be ended through purchases of securities), social-media-related trading may cause our 

funds to incur outsize losses or to exit short positions earlier than they normally would so exit.  In addition, 

if the funds or the adviser are targeted by social media groups, any publicly reported short-aligned interest, 

such as put options, may attract buying.  In addition, it is possible that Congress and regulators may react 

to the volatility related to social-media related trading and restrict, or require the public reporting of, short 

interest, which may limit our ability to achieve our trading objectives. 

Public Health Concerns and Epidemics. The impact of disease and epidemics may have a negative impact 

on the adviser, the funds, their affiliates, service providers and other market participants and/or the 

performance and financial position of any of the foregoing. Coronavirus, renewed outbreaks of other 

epidemics or the outbreak of new epidemics could result in health or other government authorities requiring 

the closure of offices or other businesses and could also result in a general economic decline. For example, 

such events may adversely impact economic activity and development/construction activities through 

disruption in supply and delivery chains. Moreover, the adviser’s operations and those of the Funds or their 

portfolio companies could be negatively affected if personnel are quarantined as the result of, or in order to 

avoid, exposure to a contagious illness. Similarly, travel restrictions or operational issues resulting from the 

rapid spread of contagious illnesses may have a material adverse effect on business and results of 

operations. A resulting negative impact on economic fundamentals and consumer confidence may 

negatively impact market value, increase market volatility, cause credit spreads to widen, and reduce 

liquidity, all of which could have a material adverse effect on the adviser, the funds and/or the funds’ 

portfolio companies.  

In December 2019, a novel strain of coronavirus surfaced in Wuhan, China (“COVID-19”) and spread 

around the world, with resulting business and social disruption of a significant nature. The speed and extent 

of the spread of COVID-19 and the duration and intensity of resulting business disruption and related 

financial and social impact have been material and are expected to remain material for the foreseeable 

future. Governmental agencies and private sector participants have sought to mitigate the adverse effects 

of COVID-19, which have included such measures as heightened sanitary practices, telecommuting, 
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quarantine, curtailment or cessation of travel and other restrictions, and, more recently, the medical 

community has developed multiple vaccines that have proven effective in studies and are currently being 

rolled out to various segments of the population. However, delays and other logistical issues relating to 

vaccination of large segments of the population continue to significantly impact the timeline of a COVID-

19 recovery. The adviser’s operations and business results, including with respect to the Fund and their 

portfolio companies, could continue to remain materially adversely affected by the COVID-19 outbreak for 

the foreseeable future.  The outcome of the end of the pandemic may be especially uncertain for investment 

in healthcare companies. Some healthcare companies may have been temporarily and positively or 

negatively impacted by the pandemic and others may have been materially and adversely affected by the 

pandemic, and the end of the pandemic may have an uncertain effect.   

Business Continuity During Pandemic and Other Unforseen Events.  In the event of unforeseen catastrophic 

events such as natural disasters, terrorist attacks and epidemics, the adviser will initiate its business 

continuity plan to safeguard employee access to the resources and technology necessary to continue their 

responsibilities and meet portfolio company and investor needs. The business continuity plan is tested to 

ensure that appropriate measures are put in place to manage any such catastrophic events.  However, the 

adviser is not able to predict the level of disruption that such catastrophic events may have on its operation 

or the ability of the plan to succeed in a time of crisis; as a result, its business continuity plan may be 

insufficient to continue operating the Adviser’s business as usual.  The failure of the business continuity 

plan for any reason could cause significant interruptions in the operations of the adviser, the funds and/or 

portfolio companies.  Similar types of operational risks are also present for the portfolio companies in which 

the funds invest, which could have material adverse consequences for such companies and may cause the 

funds’ investments to lose value.   

The adviser initiated its business continuity plan in response to the spread of the coronavirus, as its offices 

are closed and employees are working remotely. Employees have the necessary technology to continue 

meeting investor and portfolio company needs, including access to laptops with remote working capabilities 

and audio and video conferencing technology, and the adviser’s servers have been thus far capable of 

handling a remote workforce. The adviser has discouraged all non-essential travel, and the investment team 

remains in ongoing communication with each other and with portfolio companies. While the 

implementation of the business continuity plan has not materially impaired operations to date, the ongoing 

implementation of the business continuity plan could affect the future ability of the adviser to operate 

effectively, including the ability of personnel to function, communicate and carry out the funds’ investment 

strategies and objectives.  In addition, when the coronavirus ends and more typical investments resume, 

expenses, such as travel and other in-person diligence expenses, may increase. 

Trading Is Speculative.  The adviser may engage in futures trading. A principal risk in trading futures is the 

traditional volatility and rapid fluctuation in the market prices. The profitability of futures trading will 

depend primarily on the prediction of fluctuations in market prices. Price movements for futures are 

influenced by, among other things, government trade, fiscal, monetary and exchange control programs and 

policies; weather and climate conditions; changing supply and demand relationships; national and 

international political and economic events; changes in interest rates; and the psychological emotions of the 

market place.  In addition, governments from time to time intervene, directly and by regulation, in certain 

markets, often with the intent to influence prices directly.  The effects of governmental intervention may 

be particularly significant at certain times in the financial instrument and currency markets and may cause 

these markets to move rapidly. 

Futures Trading Is Highly Leveraged.  The low margin deposits normally required in futures trading permit 

an extremely high degree of leverage.  Accordingly, a relatively small price movement in a futures contract 

may result in immediate and substantial loss or gain to the investors.  For example, if at the time of purchase 

10% of the price of a futures contract is deposited as margin, a 10% decrease in the price of the futures 
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contract would, if the contract were then closed out, result in a total loss of the margin deposit before any 

deduction for brokerage commissions.  Thus, like other leveraged investments, any futures trade may result 

in losses in excess of the amount invested.  Any increase in the amount of leverage applied in trading will 

increase the risk of loss by the amount of additional leverage applied. 

Institutional Risks. Brokers, dealers and other financial institutions will have custody of the assets of the 

funds.  These firms may encounter financial difficulties that impair the operating capabilities or the capital 

position of the funds.   

Environmental, Social & Governance Risks. ESG matters have been the subject of increased focus by 

regulators in the US and EU, among other jurisdictions. While the Adviser considers the ESG aspects of its 

investment practices, there can be no assurance that the Adviser will be able to identify all ESG issues or 

will be able to successfully implement ESG policies. The use of ESG metrics in the investment process 

may be subjective and the metrics themselves are not subject to uniform standards, and, as such, there is no 

guarantee that the Adviser will be able to accurately assess and measure the ESG risks and ESG compliance 

of a Fund’s investments and/or potential investments. ESG-related investment considerations may result in 

a Fund foregoing opportunities to make certain investments when it might otherwise be advantageous to do 

so, and/or selling certain investments because of their ESG characteristics when it might be disadvantageous 

to do so. Taking ESG considerations into account may affect a Fund’s investment performance and, as such, 

a Fund may perform differently compared to similar funds that do not use such considerations.  

Bankruptcy of Broker-Dealers.  Any cash and securities maintained by the funds in accounts with U.S. 

broker-dealers registered with the SEC and FINRA are protected to a limited degree by the U.S. Securities 

Investor Protection Corporation.  In the event of the bankruptcy of a broker-dealer, if sufficient funds are 

not available in the broker-dealer’s customer accounts to satisfy claims, the reserve funds of the SIPC will 

be used to supplement the distribution, up to a ceiling of $500,000 per customer, including a maximum of 

$250,000 for cash claims.  Therefore, the funds could be at risk of loss for any amounts in excess of the 

SIPC limit to the extent that the broker-dealer does not maintain insurance sufficient to cover any amounts 

owed. Assets held outside the U.S. may be subject to different and/or diminished protection in the event of 

a counterparty failure located in a non-U.S. jurisdiction. 

Counterparty Risk.  The funds will be subject to the risk of the inability of counterparties to perform with 

respect to transactions, whether due to insolvency, bankruptcy or other causes, which could subject the 

funds to substantial losses.  

Government Intervention; Dodd Frank Regulations and Their Possible Rollback. Governmental 

intervention, notably the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations 

implementing it, attempted to address market disruptions in the wake of the Great Recession. While those 

regulations generally remain in effect as of this writing, there is uncertainty over whether or to what extent 

the Act and the related regulations may be modified.  Other regulatory changes may occur in response to 

the COVID-19 pandemic and may result in financial dislocation.  The funds are subject to the risk that we 

may act in anticipation of regulatory action that is not put into effect.  Additionally, the funds may be subject 

the risk that an altered regulatory structure may result in the addition of market participants that had 

previously been unable to implement strategies that competed with the funds.  

Risks for the Co-invest. In addition to the risks set forth above, investors in the Co-invest bear the risk that 

investment in a single security is by its nature not diversified.  In the event that the single security 

underperforms or loses all of its value, there are no other investments in the fund to offset the performance 

of the single name. 
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Brexit. The United Kingdom withdrew from the European Union on January 31, 2020 (“Brexit”). In 

connection with Brexit, the UK and the EU agreed on the Trade and Cooperation Agreement (“TCA”) that 

governs the future trading relationship between the UK and the EU in specified areas. The uncertainty 

surrounding the implementation of the TCA and the outcome of ongoing negotiations may have economic, 

tax, fiscal, legal, regulatory and other implications for the asset management industry, the broader European 

and global financial markets generally and for private funds, such as the Funds, and their Investments. This 

uncertainty is likely to continue to impact the global economic climate and may impact opportunities, 

pricing, availability and cost of bank financing, regulation, values or exit opportunities of companies or 

assets based, doing business, or having service or other significant relationships in, the UK or the EU, 

including companies or assets held or considered for prospective investment by the Funds. 

The ongoing effects of Brexit may result in significant market dislocation, heightened counterparty risk, an 

adverse effect on the management of market risk and, in particular, asset and liability management (due in 

part to redenomination of financial assets and liabilities,) an adverse effect on the ability of the adviser to 

manage, operate and invest the funds and an increased legal, regulatory or compliance burden for the adviser 

and/or the funds. There can be no assurance that any negotiated laws, taxation and/or regulations will not 

have an adverse impact on the funds and their Investments, including the ability of the funds to achieve 

their investment objectives.  

Conflicts of Interest with Affiliates. A fund may in the future invest in a company that competes with, is a 

customer of, or a service provider or supplier to a portfolio company of another Fund. In addition, principals 

and employees of the adviser may serve as directors and officers of companies that are competitors of 

portfolio companies of certain funds.  Certain of affiliates of the adviser invest in other private equity 

investment vehicles (including single investor co-investments) managed by other advisers. It is possible 

that the adviser or the funds may purchase portfolio companies that are owned by such other investment 

vehicles, which may indirectly benefit any of those affiliates. For a discussion of risks that might arise from 

conflicts of interest involving affiliates, please see Item 10 below.  

The Adviser and/or its personnel can be expected to receive certain intangible and/or other benefits arising 

or resulting from their activities on behalf of the Funds that will not be subject to the management fee offset 

or otherwise shared with Fund investors and/or portfolio companies. For example, airline travel or hotel 

stays incurred in connection with Fund business may result in “miles” or “points” or credit in loyalty/status 

programs, and such benefits and/or amounts will, whether or not de minimis or difficult to value, inure 

exclusively to the Adviser and/or its personnel even though the cost of the underlying service is borne by 

the Funds. 

Item 9 – Disciplinary Information 

Neither the adviser nor any of its management persons have had any legal or disciplinary events that we 

believe would be material to an investor’s evaluation of the adviser or the integrity of the adviser’s 

management.  

Item 10 – Other Financial Industry Activities and Affiliations 

The adviser serves as investment adviser to the clients.  Affiliates of the adviser invest directly in the funds 

and employees of the Adviser or its affiliates also invest directly in the funds.   

The adviser is affiliated with Consonance Capital Partners, LP, an investment adviser registered with the 

Securities and Exchange Commission. Consonance Capital Partners, LP advises healthcare focused private 

equity funds. Mitchell J. Blutt, a Principal of the adviser, is the Managing Member of various GP entities 

associated with Consonance Capital Partners, LP and related investment fund entities. Mitchell Blutt, an 
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executive officer of Consonance Capital Partners, LP also serves as executive officer of the Adviser. 

Accordingly, conflicts may arise in the allocation of time, services and function between the adviser and 

Consonance Capital Partners, LP. The adviser believes that its and its clients’ investment focus – public 

securities with some private placement securities – is sufficiently distinct from that of its related persons 

advised by Consonance Capital Partners LP—private equity investing—that the adviser does not anticipate 

investing in the same security.  

Conflicts of interest can arise out of the relationship between Consonance Capital Partners, LP and the 

portfolio company investments of the Private Equity fund that it advises (the “PE Fund”), on the one hand, 

and the adviser, with its clients’ investments in publicly traded equities on the other hand. The PE Fund’s 

portfolio companies, in conducting their businesses, may interact with public companies within the 

adviser’s target investment universe, including companies in which the adviser’s clients have already 

invested. In particular, the PE Fund has acquired a company, and may later acquire other portfolio 

companies, that through normal business dealings may gain transparency into the sales, business and 

operations of smaller public companies. If a portfolio company of the PE Fund were to provide this 

information on these public companies to Consonance Capital Partners, LP, the relationship between the 

adviser and Consonance Capital Partners, LP would require the adviser to determine whether trading in the 

securities of those public companies would need to be restricted, even if the adviser never actually received 

this information.  Similarly, the PE Fund may consider purchasing the assets of public companies that could 

involve receiving non-public information material to those public companies, which in turn would require 

those public companies to be restricted from trading. Restricting the adviser from trading securities that it 

considered for investment in the funds could represent missed opportunities for gains, and restricting the 

trading of securities held by the funds could result in losses because the adviser would be unable to react to 

market conditions while trading was restricted. The adviser believes that it has policies and procedures that 

will generally prevent information available to the PE Funds portfolio companies or involving potential 

investments from causing restrictions on the adviser’s trading but the possibility, because of the relationship 

between the adviser and Consonance Capital Partners, LP, that the securities of certain public companies 

may have to be restricted remains a risk. 

The adviser, Consonance Capital Advisors, Consonance Capital Opportunity Advisors and each of their 

members, principals, managers, affiliates and employees (the “Consonance Affiliates”) engage in other 

activities, which may include providing investment management and advisory services to other funds and 

accounts, and shall not be required to refrain from any activity, to disgorge profits from these activities or 

to devote all or any particular amount of time or effort of any of their officers, directors or employees to 

the funds, or its affairs. These other funds or accounts may pursue a substantially similar investment strategy 

as that of the fund. These activities could be viewed as creating a conflict of interest in that the time and 

effort of the Consonance Affiliates will not be devoted exclusively to the business of the funds, but will be 

allocated between the business of the funds and other business activities of Consonance Affiliates. The 

Adviser reviews all such business activities for conflicts of interest. The Adviser also requires that all 

employees receive prior approval from the Chief Compliance Officer before engaging in a business activity 

outside of their employment with the Adviser. 

The virtual managed account is managed in the discretion of a third-party investment adviser using position-

level transparency provided on a delayed basis. The virtual managed account informs the adviser of its 

investments after the fact and the adviser monitors its trading activities. Even though the virtual managed 

account’s trading is based on delayed information, it is possible that its trading may have an impact on the 

adviser’s other clients’ trading.   

Also, Consonance Capital Advisors, which acts as the general partner of the Consonance Capital Onshore 

and Consonance Capital Master and Consonance Capital Opportunity Advisors, which acts as the general 

partner of Consonance Opportunity Master and Consonance Opportunity Onshore, are each a related person 
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of the adviser and are eligible to receive performance-based compensation. The adviser attempts to mitigate 

this conflict by disclosing the fees to investors in the funds prior to their investment. 

The funds and other investors invested in the sponsor of Consonance-HFW Acquisition Corp., a special 

purpose acquisition company, which will invest in a controlling interest in a company in the life sciences 

and biotechnology space (the “SPAC”). The members of our investment committee, including Mitchell 

Blutt, Benny Soffer and Kevin Livingston, each have significant roles with the SPAC, including as 

Chairman of the Board of Directors of the SPAC, a member of the Board of Directors of the SPAC, and 

CFO of the SPAC respectively and collectively control the sponsor of the SPAC. In addition, the CEO of 

the SPAC is a family member of our Chief Investment Officer, Benny Soffer. The SPAC’s business purpose 

is to enter into a business combination with another company, specializing in the life sciences and 

biotechnology sector.  While the SPAC would typically target private companies, if the business 

combination target is a public company or subsidiary of a public company or would be expected to possess 

material non-public information with respect to a public company, our client’s trading may be restricted. 

The funds purchased shares of the SPAC in its initial public offering. The sponsor of the SPAC, which is 

majority owned by the funds, also purchased units of the SPAC in a private placement in connection with 

the SPAC’s IPO and indicated an interest in purchasing additional shares in connection with the SPAC’s 

business combination. 

Item 11 – Code of Ethics, Participation or Interest in Client Transactions and Personal 

Trading 

The adviser’s Code of Ethics (the “Code”) is designed to meet the requirements of Rule 204A-1 of the 

Investment Advisers Act of 1940 (the “Advisers Act”).  The Code applies to the adviser’s “Access Persons.”  

Access Persons include, generally, any partner, officer or director of the adviser and any employee or other 

supervised person of the adviser (or an affiliate) who, in relation to the funds, (1) has access to non-public 

information regarding any purchase or sale of securities, or non-public information regarding securities 

holdings or (2) is involved in making securities recommendations, executing securities recommendations, 

or has access to such recommendations that are non-public. All employees and employees of certain 

affiliates of the adviser are deemed to be Access Persons. 

The Code sets forth a standard of business conduct that takes into account the adviser’s status as a fiduciary 

and requires Access Persons to place the interests of the clients and fund investors above their own interests 

and the interests of the adviser and its affiliates. The Code requires Access Persons to comply with 

applicable federal securities laws.  Further, Access Persons are required to promptly bring violations of the 

Code to the attention of the adviser’s Chief Compliance Officer (the “Chief Compliance Officer”). All 

Access Persons are provided with a copy of the Code and are required to acknowledge receipt of the Code 

upon hire and on at least an annual basis thereafter. 

The Code also sets forth certain reporting and pre-clearance requirements with respect to personal trading 

by Access Persons. Access Persons must provide the adviser’s Chief Compliance Officer with a list of their 

personal accounts and an initial holdings report within 10 days of becoming an Access Person.  In addition, 

the Adviser’s Access Persons must provide annual holdings reports and quarterly transaction reports in 

accordance with Advisers Act Rule 204A-1. 

In addition, the Code seeks to ensure the protection of non-public information about the activities of the 

funds.  Investors or prospective Investors may obtain a copy of the Code by contacting the Chief 

Compliance Officer at mdeleon@consonancecapital.com. 
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Personal Trading Policy 

Except as expressly permitted by the adviser in writing, and except for any investments in place at the time 

of becoming an employee of the adviser, employees are prohibited from trading in healthcare securities, as 

defined in the Code, and from acquiring securities in initial public offerings.   

Conflicts  

As explained in Item 10 above, the adviser serves as investment adviser to the funds and the managed 

account and has a virtual managed account. The adviser recommends interests in the funds to prospective 

Investors.  

The adviser, its affiliates and certain Access Persons invest in the funds.   

The fact that the adviser, its affiliates and certain Access Persons each have a financial ownership interests 

in the funds creates a potential conflict in that it could cause the adviser and its affiliates to make different 

investment decisions than if such parties did not have such financial ownership interests.  Such potential 

conflicts are addressed by the policies established in the Code of Ethics and Personal Trading Policies 

described above. 

The adviser addresses these potential conflicts through regular monitoring of the clients’ portfolios and 

investments for consistency with the clients’ objectives, strategies, and target capacities.  Further, the 

adviser and its affiliates carefully consider the risks involved in any investments and provide extensive 

disclosure to clients regarding the potential risks that come with an investment in the clients.  The Code 

requires Access Persons to place the interests of the clients and fund investors over their own or those of 

the adviser, its affiliates and Access Persons. All Access Persons are required to acknowledge their receipt 

and understanding of the Code. 

Further, the adviser (or its affiliate) receives management and performance-based compensation.  The 

management fees are payable without regard to the overall success or income earned by the clients and, 

therefore, may create an incentive on the part of the adviser to raise or otherwise increase assets under 

management to a higher level than would be the case if the adviser was receiving a lower or no management 

fee. Performance-based fees may create an incentive for the adviser to make investments that are riskier or 

more speculative than in the absence of such performance-based fee. 

Item 12 – Brokerage Practices 

The adviser is responsible for selecting broker-dealers to execute trades and negotiating any commissions 

paid on transactions.  The adviser has an obligation to seek best execution for its clients based on the 

circumstances of each transaction it places.  In selecting a broker for each specific client portfolio 

transaction, traders will use their best judgment to choose the broker most capable of providing “best 

execution”. Brokers are selected on the basis of an evaluation by the adviser of the overall value and quality 

of the brokerage services provided by the firms to clients.  As a general definition, “best execution” is the 

execution of client trades at the best net results (i.e., price) under the circumstances.  Best execution requires 

the placement of trades in a manner that is intended to maximize the value of the client’s investment 

objectives.  When a trader places a discretionary order for a client account, many factors must be considered.  

In seeking the best price and execution quality, traders must consider not only the commission rate, spread 

or other compensation paid, but the price at which the transaction is executed, bearing in mind that it may 

be in the client’s best interest to pay a higher commission, spread or other compensation in order to receive 

better execution. 
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A portion of the commissions associated with the clients’ brokerage transactions may generate “soft dollar” 

credits.  The adviser will be authorized to enter into agreements whereby “soft dollar” credits are used to 

pay for eligible research and other brokerage services and products used by the adviser consistent with the 

“safe harbor” provisions of Section 28(e) of the Securities Exchange Act of 1934, as amended. The 

operating expenses and overhead costs of the adviser will not be paid for through the use of “soft dollars.”  

The adviser will use soft-dollar credits only to pay for research products and services, including Bloomberg 

and healthcare industry due diligence consultants.  Where a research product or service obtained with soft 

dollars provides both research and non-research assistance, the adviser will make a reasonable allocation 

of the cost that may be paid for with soft dollars. These soft dollar credits may, however, incentivize the 

adviser to choose brokers that provide the research, as it may offset costs that the adviser would otherwise 

have to pay.   The adviser attempts to mitigate this conflict by choosing brokers that otherwise satisfy the 

best execution factors.  The clients do not "pay up" so that the adviser may receive these benefits.  e 

Item 13 – Review of Accounts 

The clients’ portfolios and investments are under continuous review by the adviser’s investment team to 

ensure that each client’s core investment thesis remains intact and that the asymmetric risk-return 

opportunities the adviser seeks remain favorable. While the adviser tracks and monitors each fund 

portfolio’s sub sector exposures, the adviser believes the idiosyncratic qualities of each position to be of 

more importance.  The funds and the managed account will use short positions to generate alpha and 

potentially absolute return, and these positions may indirectly serve as a portfolio hedge. The adviser may 

also use exchange traded funds or customized swaps to hedge. The adviser will maintain risk management 

processes, including adherence to price targets, monitoring portfolio concentration and liquidity, and other 

methods that are deemed appropriate.   

After the end of each fiscal year (generally within 120 days or as soon thereafter as is reasonably 

practicable) the funds will prepare and deliver to each investor their Schedule K-1, or equivalent report, 

and the funds’ audited financial statements prepared in accordance with United States generally accepted 

accounting principles (except to the extent that the General Partner determines that certain matters shall not 

be prepared in accordance with generally accepted accounting principles).  If the General Partner is unable 

to deliver Schedule K-1 by April 15, the General Partner will provide investors with estimates of the taxable 

income or loss allocated to their investments in the funds.  In addition, the funds will send to each investor 

at least quarterly an unaudited statement setting forth the fund’s performance for the quarter and year-to-

date.  Unless otherwise restricted by law, all reports, financial statements, and other information may be 

delivered to investors electronically.  

The managed account and the virtual managed account will receive daily trade files from the adviser that 

reflect trades executed for such day. 

Item 14 – Client Referrals and Other Compensation 

The adviser has previously engaged a third party solicitor to refer prospective investors to the funds. All 

such referral activities were conducted in a manner that is consistent with Advisers Act rules and relevant 

SEC guidance. In general, the adviser pays the third party solicitor a commission which is based on the 

amount of investor capital they introduced to the funds, which includes a share of performance allocation.  

Payments to the third party solicitor are paid by the adviser, not the funds. 

The adviser does not receive any economic benefit from a person who is not a client for providing 

investment advice or other advisory services to the adviser’s clients. The adviser does not directly or 

indirectly compensate any person who is not a supervised person for client referrals.   
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Item 15 – Custody 

The adviser is deemed to have custody of the funds’ assets pursuant to Advisers Act Rule 206(4)-2. To 

ensure compliance with Rule 206(4)-2 under the Advisers Act, the adviser provides audited financial 

statements to Investors in Consonance Capital Onshore and Consonance Capital Offshore within 120 days 

after the end of the relevant funds’ fiscal year (i.e., generally before April 30). Unaudited quarterly 

performance reports will also be provided to each investor in the funds. The Co-Invest is subject to a 

surprise examination, and quarterly statements are sent directly to Investors by the custodian.  

The adviser maintains custodial, clearing, settlement and related services on behalf of its clients through 

what is known as a “prime brokerage” arrangement. Under that arrangement, the brokerage firms (the 

“Prime Brokers”) maintain custody of each client’s assets (either directly or through its clearing brokerage 

firms).  The Prime Brokers are “qualified custodians” and maintains custody of each client’s funds and 

securities in a separate account for that client. The adviser may also use an additional qualified custodian 

who does not act as a prime broker. 

The adviser does not have custody of the assets of the managed account. 

Item 16 – Investment Discretion 

The adviser has broad discretion, without limitation, to use any trading or investment techniques, whether 

or not contemplated by the strategies described above, in order to attempt to achieve the return goals and 

the best interests of the funds. 

The Investment Management Agreements entered into between each fund and the adviser provide that the 

adviser has complete discretion regarding the investment of the funds’ assets, subject to the investment 

objectives, policies, and parameters set forth in the funds’ offering documents. 

The adviser has discretionary authority to trade on behalf of the managed account. Any limitations on the 

adviser’s discretionary authority are contained in the Investment Management Agreement between the 

adviser and the managed account. 

Item 17 – Voting Client Securities 

The adviser has adopted a proxy voting policy to ensure that proxies it votes, on behalf of each client, are 

voted to further the best interest of that client.  The adviser determines how to vote after studying the proxy 

materials and any other materials that may be necessary or beneficial to voting.  The adviser votes in a 

manner that attempts to further the best interests of the client and is consistent with its investment 

philosophy. 

The adviser will generally vote in favor of matters which follow an agreeable corporate strategic direction, 

support an ownership structure that enhances shareholder value without diluting management’s 

accountability to shareholders and/or present compensation plans that are commensurate with enhanced 

manager performance and market practices.  If a proxy vote creates a material conflict between the interests 

of the adviser and a client, the adviser will resolve the conflict before voting the proxies.  The adviser 

maintains records of (a) all proxy statements and materials we receive on behalf of clients, (b) all proxy 

votes that are made on behalf of the clients, (c) all written requests from clients or fund investors regarding 

voting history, and (d) all responses (written and oral) to clients’ or fund investors’ requests.  These records 

are available to the clients or fund investors (including owners of an investor that is an investment vehicle) 

upon request.   
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Item 18 – Financial Information 

The adviser has no financial commitment that impairs its ability to meet contractual and fiduciary 

commitments to clients.  The adviser has not been the subject of a bankruptcy petition. 


