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Key Information

Certification Summary

Manager

ABC International Advisors
(“ABC”)
Founded by Susan Jones
Commenced operations in 2005

AUM as of December
31, 2016 in USD

Manager (and affiliates): $850m
Fund: $430m
Master Fund: $550m

Manager Office
Locations & Staff

New York – 32 full time employees

Fund Strategy

Multi-strategy

Fund
Commencement of
Operations

October 1, 2006

Fees

No management fee (as operating
expenses charged to the Fund), 25%
performance fee

Subscriptions

Monthly, $1m minimum

Redemptions

2 year initial lock-up,
thereafter,
subject
to
redemption gate

Administrator

XYZ Limited

Auditor

BGF LLP

LLC

quarterly
a
20%
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ABC has witnessed strong growth over the past year, with assets
under management increasing by approximately 50% due to net
subscriptions and positive investment performance in the Fund.
Amber Partners met with management and staff at ABC’s New
York offices to discuss operations, accounting, compliance, IT,
human resources and corporate governance matters. In tandem
with the growth in assets under management, ABC has
developed an operational infrastructure appropriate for the size
and complexity of its business, overseen by an experienced chief
operating officer and chief financial officer.
The Fund is subject to full service independent administration
provided by XYZ Limited (“XYZ” or the “Administrator”) in
Bermuda. Amber Partners discussed XYZ’s servicing of the
Fund with XYZ staff responsible for the NAV calculation,
valuation and share registration. The Administrator maintains full
transaction level accounting and investor records and, at monthend, performs an independent valuation on a majority (typically
90-95%) of portfolio positions. At each month-end, XYZ sourced
prices, excluding prices provided by ABC’s valuation committee
are included in the dealing NAV.
The Manager’s valuation committee (which includes the COO,
the CCO (a non-voting member) and an external Chairman, Dr.
A. Shah, a finance professor with extensive knowledge of
security pricing), provides prices to XYZ for less liquid fixed
income securities where only one broker quote is obtained or
where no recent quotes can be sourced. The committee reviews
available pricing information or model prices prepared by front
office staff for these securities. The valuation committee reviews
subsequent disposal proceeds of specific securities previously
valued by the committee for pricing bias as part of its monthly
meeting. Changes in values of committee priced securities are
noted in the minutes and sent to the Administrator along with
pricing support. Once XYZ is satisfied with the documentation
provided by the valuation committee, these prices are included in
the final NAV. The Administrator stated that it also reviews
subsequent disposal proceeds as part of the month-end process.
XYZ noted that a monthly statement could be obtained to
independently confirm the existence of all portfolio securities at
the time of Amber Partners’ review.
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1

Manager Overview
Due Diligence Highlights
•
•

•

•

•

1.1

Growth in AUM. Assets have increased from $568 million to $850 million in the past year. Growth has
been driven by net subscriptions and positive investment performance in the Fund.
Succession Planning. ABC has developed a contingency and succession plan to address key-person
risk associated with its founder and co-CIO. Amber Partners reviewed a copy of the plan, which
addresses a number of short and long term succession scenarios. Although not formalised in the
succession plan, the principals attempt to travel separately.
Staffing and Resources. The Manager employs 32 staff, which represents a significant increase over
the 23 staff employed twelve months previously. Staff additions occurred proportionately across both
front and back office areas.
Business Continuity Plan. Amber Partners reviewed the Manager’s business continuity plan dated
April 2016. ABC is developing a more comprehensive plan with assistance from its external IT
consultants. We recommend that the updated plan include: details on how ABC and critical service
providers prepare for unexpected events, provisions for loss/unavailability of any key service providers,
procedures to protect staff during a crisis, communications with stakeholders (investors, regulators,
service providers).
Testing of Plan. Although elements of the plan are tested throughout the year, a complete business
continuity test has not been performed. We recommend that a full annual exercise be completed as
soon as possible, and the results be documented, to improve the readiness of the firm to deal with
unexpected events and identify any further enhancements to the plan.

Ownership
[Discusses the ownership of the firm. Amber also notes any other important features in ownership
arrangements such as the existence of a strategic partner. Key-man risk and succession planning by
management are also reviewed. See Appendix for Biographies of Key Management Staff.]
ABC was formed as a limited liability company under the laws of the State of Delaware in November 2004.
The Manager commenced operations in September 2005.
ABC was founded by Susan Jones, CEO and co-CIO, who currently owns 52% of the firm. Ms. Jones
entered into an agreement with PR Investors LLC (“PR”) to provide initial seed capital to launch ABC. PR
continues to hold a 38% stake in ABC, although it has reduced its investment in the Fund from $30 million to
approximately $20 million. PR is not involved in the day-to-day investment management of the Fund. The
remaining ownership is held by Edward Smith (co-CIO). Biographies for the principals and seed investor are
located in the Appendix to this report.
ABC has developed a contingency and succession plan to address the key-person risk associated with Ms.
Jones. Amber Partners reviewed a copy of the plan, which addresses a number of short and long term
succession scenarios, and essentially delegates Ms. Jones’ day-to-day responsibilities to Mr. Smith in the
case of her unavailability. Although not formalised in the succession plan, the principals attempt to travel
separately and will not fly on the same aircraft. ABC does not maintain key-person insurance coverage.

Management Investment
[Notes key staff and principals’ investments in firm products.]
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Management’s investment in the Fund strategy at December 31, 2016 was approximately 3% of the Master
Fund’s NAV. Investments are made pari passu alongside the other investors, although management and
performance fees are not paid by ABC staff.

1.2

Assets and Products
[Provides total firm assets under management, including a comparison to one year earlier. A summary of
products offered by the firm is noted.]
At December 31, 2016, ABC’s net assets under management were $850 million. This is a significant
increase from twelve months previously when the firm managed $568 million. Asset growth is attributed to
net new subscriptions as well as positive investment performance in the Fund.
Management plans to launch a credit-focused group of funds within the next two months to capitalise on
widening spreads and investor interest. At December 31, 2016, ABC managed the following products:

1.3

Name

AUM

Structure

Description

ABC Funds

$550m

Master-Feeder

Including the Fund under review, the ABC Funds invest on a
multi-strategy basis, focusing on equity, fixed income and related
derivatives in developed markets.

DEF Funds

$200m

Master-Feeder

The DEF Funds follow a long-short equity strategy focused
primarily on North American and European healthcare and
technology companies.

123MA

$100m

Managed Account

Follows the ABC Fund strategy, but limits leverage and short
positions.

Offices
[Describes the Manager’s office location, sufficiency of space, security and lease periods.]
All employees are based in the firm’s midtown New York office, which Amber Partners visited as part of our
review. Management indicated that it is considering opening an office in London and hiring an additional
trader, to expand its research and trading capabilities and to coincide with European market hours.
Office space is sufficient based on current staffing levels and room exists for the addition of two staff.
Security at the premises appears appropriate, with a locked entrance controlled by access cards, a
receptionist for visitors and comprehensive building security (lobby checks for visitors and CCTV
monitoring).
Management noted that it is currently looking for alternate office space as ABC plans on hiring a further five
staff (four analysts and an operations hire) within the next six months. Further, the office lease expires
within the next twelve months.

1.4

Staffing
Staffing Levels
[Describes the overall level of staffing, including commentary on any significant changes in headcount.]
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At December 31, 2016, the firm employed 32 staff comprising the following:
•

18 investment professionals

•

six back office staff

•

eight support staff (investor relations, IT, and administrative)

This is a significant increase from the staff of 23 employed twelve months previously. Over the past year,
the front office added four research staff, back office resources were increased by four staff and one person
was added to the investor relations team.

Turnover
[Discussion of any departures/arrivals of staff, focusing on partners, equity owners and key positions such
as the COO/CFO.]
There have been no significant departures of either front office or back office personnel in the past twelve
months. The only notable departure since the founding of the firm was the departure of Thomas Lafleur,
who left ABC after 18 months to start his own firm. According to management, no outstanding matters exist
regarding employee departures.

Terms of Employment
[Description of general hiring and remuneration policies of front and back office staff.]
Staff are employed at will and do not have formal employment contracts, although compensation
arrangements are in written form. Employees are not subject to non-solicitation or non-competition
provisions, but are bound by confidentiality standards included in the firm’s employment manual.
Senior front office staff compensation includes a base salary and a formulaic bonus which is based on
individual trading and overall firm performance. Remaining staff are not compensated directly on Fund
performance; rather staff earn a base salary and a discretionary bonus as determined by management.
Bonus amounts greater than a pre-specified dollar threshold must be reinvested in the Manager’s products.
This deferred bonus vests in full after two years.

1.5

Infrastructure and Business Continuity
[Description of IT resources and the business continuity/disaster recovery plan. IT access procedures,
approval process for changes, training of staff, communications to investors and counterparties, and plans
for the unavailability of key service providers are also noted.]
Two full-time staff members oversee the firm’s IT infrastructure. These two staff are supported by Hedge
Technology, Inc. (“HTI”), a New York based IT service provider. Prior to 2016 and the hiring of internal IT
staff, ABC outsourced its IT functions, including business continuity, to HTI. Management indicated that HTI
has assigned a dedicated programmer to ABC who is physically located in the Manager’s office at least one
afternoon per week.

Physical and Logical Security Procedures
Access level rights are assigned to employees upon commencement of employment, and are subject to
review upon a change in responsibilities. Logical access to the IT infrastructure and user applications is
restricted via passwords (which are changed every 30 days). The IT team maintains an application control
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list which details access levels assigned to each member of staff; any changes to the list require the
approval of the COO. The IT team is also responsible for restricting IT access for departing staff.
Amber Partners toured the Manager’s New York office premises and the onsite server room. ABC’s servers
are housed in a dedicated server room equipped with appropriate cooling and fire suppression facilities.
Physical access to the room is restricted to the firm’s IT staff and the HTI representative by means of
security code entry. The IT team monitors the firm’s IT software and hardware needs, material updates and
changes to which require documented approval from Ms. Jones and the COO.

Redundancy and Backup
Key employees can connect remotely to the Manager’s systems from any computer with internet access and
all employees can access their e-mail via Outlook Web Access. All applications and data are continuously
mirrored to remote servers located at ABC’s business continuity site in Stamford, Connecticut via two
redundant, dedicated T1 connections. Additionally, a daily tape backup is maintained by ABC (in a fire-proof
safe), and a weekly tape is collected and stored offsite by HTI. ABC maintains redundant internet and
phone connectivity and servers are protected by uninterruptible power supplies to allow for an orderly shutdown in the event of a power outage.

Business Continuity Plan
Amber Partners reviewed the Manager’s documented business continuity plan dated April 2016. The plan
outlines procedures for dealing with short and long-term inaccessibility to ABC offices and access to
company information. All staff maintain a wallet sized call tree and specific group instructions for
communications with staff. Management indicated that HTI has been engaged to assist the firm in the
development of a more comprehensive business continuity plan, which was underway at the time of Amber
Partners’ review. We recommend that the plan include: details on how ABC and critical service providers
prepare for unexpected events, provisions for loss/unavailability of any key service providers, procedures to
protect staff during a crisis, and communications with stakeholders (investors, regulators, service providers).
The Manager has not experienced a time when its offices have been inaccessible. In the event that ABC’s
offices are unavailable, identified key staff will report to the business continuity site, which has dedicated
seats and terminals for eight staff. ABC’s IT staff test this facility on a quarterly basis.
Although ABC has tested components of its business continuity plan, at the time of Amber Partners’ visit, a
complete test had not been performed. We recommend that this exercise be completed as soon as
possible, and the results be documented, to improve the readiness of the firm to deal with unexpected
events and identify any further enhancements to the plan.
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2

Fund Structure
Due Diligence Highlights
Operating Expenses. Rather than charging an annual management fee, all firm operating expenses
(including infrastructure costs, salaries and bonuses of ABC’s staff) are charged monthly to the Fund.
In the last calendar year, these fees approximated 2.7% per annum of the NAV.
External Investment Funds. The Master Fund held three positions in unrelated investment funds
(approximately 3% of the portfolio) at December 31, 2016. The Fund has waived performance fees on
monies allocated to external managers to avoid the double charging of these fees. However, the Fund
is responsible for the management fees of the underlying funds ranging from 1.5% to 2%.
Side Letters. The seed investor in the Fund (representing approximately 5% of Fund assets at
December 31, 2016 is permitted to provide 45 days notice to effect redemptions without a penalty, but
maintains the same dealing dates as all investors.

•

•

•

2.1

Legal Structure
[Note date and jurisdiction of formation and describes the fund structure.]

2.2

Fund structure

Master - Feeder structure
- Master Fund: ABC Master Fund Limited; incorporated in the Cayman
Islands.
- Feeder Funds: the Fund, and ABC Fund (Onshore) LP (formed in the
State of Delaware).
The Master Fund utilises two subsidiary entities for the holding of specific
investments.

Place and date of formation

Cayman Islands; August 21, 2006.

Terms and Conditions
[Includes details regarding the Fund offering document and terms of investment. Share classes,
subscriptions and redemptions, fees, gates and lock-ups are noted, including any unusual items identified.]
An offering document for the Fund dated June 17, 2016 was provided for Amber Partners’ review, and all
relevant references thereto in this report pertain to this document. The offering document is provided to
investors prior to subscription to the Fund. Management believes that material, typical and potential
conflicts of interest have been identified therein, along with specific risks associated with an investment. .

Capital Structure

- Class A: USD denominated, non-voting, participating shares.
- Class B: EUR denominated, non-voting, participating shares.
Two subclasses of shares, A1 and B1, were offered to investors prior to
December 31, 2012. Subclass A2 and B2 shares are available to external
investors.
- Voting, non-participating Class C shares are held by the Manager.
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Subscriptions

- Monthly, $1 million minimum investment (or € equivalent).

Lock-ups

- Each individual subscription is subject to a two year lock-up.

Redemptions

- Subject to lock-up and 90 days written notice, at calendar year-end
without penalty or at any quarter-end with a 2% penalty (payable to the
Fund).
- A1 and B1 shares may redeem quarterly with no penalty.

Redemption Gate

- Gate of 20% on all classes; has not been implemented to date.

In common with many funds, investors should note that the offering document and Fund memorandum and
articles of association provide the Board of Directors with broad powers to suspend calculation of the NAV
and subscriptions/redemptions.

Fees and Expenses
[Describes management and incentive fee structures, as well as any other significant or unusual fee or
expense arrangements.]

Management fee

- All firm operating expenses (including infrastructure costs, salaries and
bonuses of ABC’s staff) are charged to the Fund in lieu of a management
fee.
- Fees charged approximated 2.7% of net assets for the year ended
December 31, 2016 and 3.1% for the year ended December 31, 2015.

Incentive/Performance
Fee

- 25% per annum, paid quarterly or upon redemption.
- Equalisation method used.
- No limit on loss carry forward.

Other expenses

- Fund pays its own operating expenses and proportionate share of Master
Fund expenses.
- Extraordinary costs are permitted according to the offering document;
according to ABC, none have been charged to the Fund to date.

The Master Fund held three positions in unrelated investment funds (approximately 3% of the portfolio) at
December 31, 2016. The Fund has waived performance fees on monies allocated to external managers to
avoid the double charging of these fees. However, the Fund is responsible for the management fees of the
underlying funds ranging from 1.5% to 2% per ABC management.

Side Letters
[Notes salient features of side letters, particularly preferential transparency or liquidity terms.]
Management stated that side letters exist primarily for most-favored nation status and ERISA notification
events. The seed investor in the Fund (representing approximately 5% of Fund assets at December 31,
2016) is permitted to provide 45 days notice to effect redemptions without a penalty, but maintains the same
dealing dates as all investors. No further side letters exist for preferential liquidity or portfolio transparency.
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All side letters are reviewed by the principals, and require the approval of the Fund’s Directors. Terms of the
existing side letters are monitored by the investor relations team, and have been disclosed to investors via
the Fund’s offering document.

2.3

Investor Base
Investors
[Describes the current investor base.]
As at December 31, 2016, the Fund had in excess of 90 investors with the largest external investor
representing 9% of Fund NAV. The investor base was represented by the following:
•

fund of funds (45%)

•

institutional investors (25%)

•

high net worth individuals/family offices (22%)

•

ABC management and affiliates (8%)

The five largest investors across the Fund and onshore feeder represent approximately 25% of strategy
assets.

2.4

Listings
Exchange Listings
[Notes exchange listings, if any.]
The Fund’s A2 and B2 shares are listed on the Irish Stock Exchange.

Not to be copied or distributed in any form without permission of Amber Partners Ltd.
© 2017 Amber Partners Ltd. All rights reserved.

9

ABC Fund Limited – January 2017
3

Governance and Oversight
Due Diligence Highlights
•

•

•

3.1

Fund Board of Directors. The Board of Directors provides active oversight of the Fund’s activities.
Service providers report directly to the Board (XYZ, auditors, compliance consultants) and valuation
matters are monitored by reviewing the monthly minutes of the Manager’s valuation committee.
Compliance. ABC has been registered with the SEC since January 2012. The SEC has not performed
any reviews of the firm, although ABC utilise the services of an external consultant to perform mock
reviews. In addition, a detailed compliance program has been developed in conjunction with the
external consultant. Employees are subject to periodic training and mock review results are shared with
the Fund’s Board of Directors.
Auditors. The Fund and Master Fund are audited by BGF LLP, Bermuda. A review of the December
31, 2015 financial statements and accompanying notes did not identify any matters of concern.

Manager and Fund Governance
Manager
[Describes internal committee oversight as well as service providers hired to report to senior management.]
ABC senior management meet weekly to discuss operational matters. In addition to this weekly meeting,
formalised committees, with meetings documented in minutes, exist for best execution (discussed in Section
4.3) and valuation matters (see Section 6.3).

Fund
[Describes governance of the Fund, including the composition of the Board of Directors and comments on
the degree of their oversight. See Appendix for Biographies of Directors.]
The Fund and Master Fund maintain Boards with consistent directors, which include: the CEO of ABC, and
two independent directors (Stacy Brown and Peter O’Grady, both employees of the Fund’s offshore legal
counsel). Amber notes that ABC meets industry best practices with a majority of the directors being
independent. Biographies of Directors can be found in the Appendix. The Directors meet quarterly (by
telephone and one in-person meeting per year) to discuss the investment and operational activities of the
Fund. Service providers report directly to the Board (XYZ, auditors, compliance consultants) and valuation
matters are monitored by reviewing the monthly minutes of the Manager’s valuation committee. Per Amber
Partners’ review of a sample of minutes, it appears that the Board provides active oversight over the Fund
and Master Fund’s activities.
The Master Fund allocates capital to unrelated external investment funds (approximately 3% of the
portfolio). The Board of Directors approves all external investment fund allocations. The Board requires that
all external funds be: independently administered and be subject to annual audit by a well-known auditor.

3.2

Regulatory Oversight
Registrations
[Discussion of Manager’s regulatory oversight and any significant correspondence with regulator(s) as well
as any threatened or pending litigation.]
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ABC has been registered as an investment adviser with the SEC since January 2012.
management, the SEC has not conducted any examinations to date.

According to

Amber Partners does not verify the completeness or accuracy of any regulatory investigations, matters of
litigation or taxation. According to management, there are no regulatory investigations, matters of litigation
or taxation.

3.3

Compliance
Compliance Program
[Describes core features of the compliance regime, identifying the compliance officer and presence/scope of
a compliance manual.]
ABC’s chief compliance officer (“CCO”) is Catherine Wright, who also acts as the firm’s CFO. Ms. Wright is
responsible for all of the Manager’s regulatory compliance and reporting.
With the aid of an external consultant, ABC has drafted a comprehensive compliance manual. ABC’s
compliance manual includes a Code of Ethics, and details, among other things, policies and procedures with
respect to: anti-money laundering, employee and insider trading, trade errors, gifts and entertainment, best
execution, confidentiality, document retention, proxy voting, dealing commissions, use of expert networks
and conflicts of interest.
The CCO and external consultant review the compliance manual at least annually, and are responsible for
keeping ABC’s compliance program up to date with the most recent regulatory requirements. The external
consultant performs periodic SEC mock reviews and, according to management, no significant matters were
identified from the last review conducted two months ago. A copy of the report issued to ABC by the
external consultant is also shared with the Fund’s Board of Directors.
Upon joining the firm, all staff are required to read the compliance manual and sign a declaration to this
effect. Any subsequent updates to compliance policies are communicated to employees via email. Staff
undergo compliance training when hired and annually thereafter. Staff are required to sign a yearly
declaration stating compliance with the manual and note any exceptions.

Personal Trading
[Describes personal trading policies.]
Personal account trading is governed by ABC’s compliance manual and code of ethics. All employees must
pre-clear any personal trades with the CCO. ABC utilises an electronic compliance platform to track
employee trade requests, confirmations and employee brokerage statements. Employees sign an annual
attestation form stating compliance with the firm’s personal trading policies. The firm discourages personal
trading and the CCO noted that personal trading levels are minimal.

Trading Errors
[Describes trade error policies.]
The Manager maintains a formal error log of all trading errors, which is reviewed monthly by the CCO and
senior management. The firm’s policy is that in the event of a trading error, any losses would be borne by
the Manager while any gains would remain with the Fund. Amber Partners reviewed the trade error log
onsite at ABC’s offices; there have been no errors recorded over the past 12 months. Additionally,
management stated that no significant errors have occurred to date.
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The Manager carries errors and omission insurance as a part of its directors and officers’ insurance cover,
and associated professional indemnity insurance.

Anti-Money Laundering
[Describes the anti-money laundering policies, including training programs in place and oversight where this
function has been outsourced.]
ABC’s anti-money laundering (AML) policies and procedures are contained within the compliance manual.
The CCO is the firm’s designated compliance officer and works alongside an external consultant to provide
AML training, as a part of the compliance training, to new staff and to existing staff annually. Anti-money
laundering verification, including Patriot Act compliance, has been delegated to the Administrator who
performs reviews on potential investors, with assistance from ABC where necessary.
XYZ’s AML procedures include a review of subscription documents and appropriate identity and source of
funds checks. Furthermore, all investors are cross-checked to an OFAC compliance tool called GlobalChek
on a monthly basis. The Administrator will also rely on representations received from a qualified financial
intermediary, where appropriate.
ABC’s CCO visits the Administrator’s offices yearly to examine the AML work completed.

Best Execution
[Describes soft dollar/commission sharing arrangements.]
The Manager has one soft dollar relationship which accounts for less than 1% of total firm commissions,
according to management. Management stated that all arrangements fall within the 28(e) safe harbour
rules, and have been disclosed to investors in the Fund’s offering document.
A best execution committee consisting of the CCO and the senior traders has been constituted to monitor
best execution. Both qualitative and quantitative factors, including price, costs and speed, are considered
while making the determination of best execution. ABC uses speadsheets to track key terms of brokerage
relationships. The investment staff review and rate broker performance quarterly and report to ABC's Best
Execution Committee (members consist of principals, CCO and COO).

3.4

Administrator
Administration Company
[Identifies the administration company, its business continuity plan, the level of service provided and any
recent changes thereto.]
XYZ Limited, with 250 staff located across offices in Bermuda, Dublin, New York and Toronto, has provided
full service administration and share registry services to the hedge fund industry since 2001. XYZ’s services
include fund accounting and net asset value calculations, anti-money laundering compliance, corporate &
legal services, and investor relations services. As at December 2016, XYZ Limited had over $50 billion in
assets under administration across approximately 40 hedge fund clients.
XYZ has in place a detailed business continuity plan, a summary of which was provided to Amber Partners
for review. The Administrator has access to a business continuity site, equipped with 25 dedicated work
stations, situated 10 kilometers from its primary office. In case of a more pervasive disaster, XYZ can also
utilise the premises of its New York affiliate. XYZ indicated that the business continuity plan is subject to
testing on a semi-annual basis, and that no material issues were noted as a result of the most recent test.
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XYZ provides the Fund with investor servicing and NAV calculation services from its Bermuda office. A
team of four accounting and transfer agency staff service the fund. Prior to XYZ, Simply Fund Admin Ltd.
provided fund administration services to the Fund, and management noted that the change, made in
January 2012, was due to servicing levels.

3.5

Auditors
Auditors
[Identifies the auditors and provides further information if the auditor is not a “Big 4” firm or a recognised
hedge fund specialist.]
The auditors of the Fund and Master Fund are BGF LLP, Bermuda.

Financial Statements
[Identifies any issues of concern noted in the Fund’s most recent audited financial statements.]
We have reviewed the audited financial statements of the Fund and Master Fund for the year ended
December 31, 2015 which were given an unqualified audit opinion by BGF LLP, and issued on February 27,
2016. A review of the financial statements and accompanying notes did not identify any matters of concern.
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4

Custody of Assets and Trading Relationships
Due Diligence Highlights
•

•

4.1

Asset Transfers. All transfers away from accounts in the name of the Fund require dual authorisation.
Authorised signatory lists are maintained with prime brokers and custodians and are updated for
changes in staff. Amber Partners’ review identified asset transfer and accounting opening procedures
appropriate to safeguard Fund assets.
Margin Monitoring. ISDA collateral is actively monitored by back office staff on a daily basis. In
contrast, margin movements at the prime brokers are not checked in detail as excess cash is
maintained in the accounts to cover margin requirements. We recommend a procedure be instituted to
ensure that margin balances are accurately calculated and management has agreed to do so going
forward.

Custody
[Identifies staffing/systems and process/procedures for managing relationships and asset custody.]
The terms of bank, prime brokerage and ISDA agreements (and any changes thereto) are negotiated by the
COO with the assistance of external counsel. All agreements must be approved by the Board of Directors.
The CCO maintains a list of all active accounts.

Prime Brokerage
[Identifies the Fund’s prime broker(s) and any other entities which hold assets on behalf of the Fund and
whether assets are held in segregated accounts.]
The Fund currently uses Citi Prime Finance and JPMorgan Clearing Corp. as its prime brokers.
Management is considering the addition of another prime broker to compare terms and fees. All assets held
by prime brokers are maintained in segregated accounts in the name of the Fund.

Other
[Identifies any other entities holding assets of the Fund.]
Fund assets are also held in an account at HSBC Bank Bermuda Limited, for the purposes of processing
subscriptions and redemptions.
Any original agreements are maintained in a fire-proof cabinet at ABC. Additionally, these documents are
stored in the fire-proof cabinet are scanned and stored electronically.

4.2

Asset Transfers
[Describes operational procedures for the Fund’s cash transfers, including account opening procedures.]
ABC relies on internet-accessible treasury systems provided by the prime brokers for asset transfers. All
transfers require one individual (a member of the back office team) to create the instruction, and two
authorised staff to approve and release the payment. Staff authorised to release funds include the
principals, the COO and the CFO. Amber Partners reviewed the authorised signatory list for cash transfers,
dated September 9, 2016, and verified its distribution to a prime broker selected by Amber.
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Manual asset transfers may be instructed by fax, but are subject to the same authorised signatories noted
above.
Both the Administrator and the Manager must approve transactions for the HSBC Bank Bermuda Limited
account, using the bank’s online wire payment system, which also operates on a preparer and authoriser
basis.
Amber Partners’ review identified asset transfer and accounting opening procedures appropriate to
safeguard Fund assets.

4.3

Trading Relationships
[Identifies the Fund’s counterparties, and operational procedures to monitor terms of agreements and
counterparty exposure.]
The Master Fund has ISDA agreements with its prime brokers and a further 12 counterparties. All ISDA
counterparties are well known, global financial institutions and must be approved by the CFO, COO and
other senior representatives from the front and back offices. Key provisions of counterparty agreements are
tracked using an application developed internally. According to management, ABC actively negotiates its
counterparty agreements and particularly focuses on maximising its margin locks. Management stated that
the Master Fund has negotiated bilateral collateral terms with most of its counterparties.
The COO maintains an open dialogue with the Fund’s counterparties and reviews the Fund’s counterparty
exposure daily. Credit news, CDS spreads, credit ratings and the market values of its counterparties are
monitored by ABC’s portfolio management staff and discussed at the weekly senior management meeting.
The COO is also responsible for monitoring key provisions contained within ISDA agreements, which is
performed using spreadsheets linked to information in Ascent. Management stated that no ISDA trigger
events had been experienced in the past twelve months.
The Manager actively monitors and manages its trading relationships.

4.4

Collateral Management
[Describes the Manager’s procedures to manage collateral and margin posted with the fund’s
counterparties.]
The COO and CFO retain oversight of financing and collateral management. ABC indicated that margin
balances are not actively monitored as excess cash is held at the counterparties to cover margin
requirements. Nevertheless, we recommend a procedure be instituted to ensure that margin balances are
accurately calculated by the prime brokers. Based upon Amber Partners’ recommendation, ABC formalised
a daily calculation and movement report in Ascent, which is reviewed by the COO and CFO.

4.5

Liquidity Management
[Describes the Manager’s assessment of liquidity within the portfolio, management of liquidity and any
sources of finance.]
Management indicated that approximately 90% of the portfolio could be liquidated within two to three days
and the remainder within one month under normal market conditions with minimal slippage. The remaining
10% may take significantly longer to dispose of (e.g. investments in external funds and less liquid corporate
and convertible debt securities). Liquidation would be more difficult in challenging market conditions.
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The CFO monitors the liquidity profile of the Fund and Master Fund on a daily basis. Excess cash at the
prime brokers is automatically swept into a money market fund. A number of monthly liquidity stress tests
are performed to consider potential and historic drawdowns, redemptions and anticipated borrowing
capacity.
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5

Trading, Operations and Accounting
Due Diligence Highlights
•

•

•

•

5.1

Trading. The principals oversee all trading. Quantitative systems generate orders for approximately
80% of the Master Fund’s daily trading volume (typically 100-120 trades). Amber Partners’ review
identified a well ordered trade flow process with segregation of trade capture, confirmation, settlement
and reconciliation procedures.
Reconciliations. ABC and XYZ perform daily reconciliations of cash and positions to the prime
brokers. In addition to month-end reconciliations, XYZ performs a weekly three-way reconciliation of
cash and positions to ABC and the prime brokers to identify issues and expedite the month-end
process.
NAV review. XYZ calculates the month-end NAV. ABC back office staff perform a review of portfolio
pricing but not of non-portfolio items or investor allocations as it relies on the Administrator for this
purpose. Notwithstanding the procedures in place at the Administrator, we recommend that ABC
review non-portfolio items including all fee accruals, and test XYZ’s investor allocation calculations.
Management has agreed to adopt these recommendations going forward.
Investor records. A proprietary system is used by XYZ for shareholder records, although equalisation
calculations are currently performed in spreadsheets. Spreadsheet calculations and entries into the
system undergo a dual review process. XYZ anticipates moving investor records to a new system mid2017, which will automatically calculate shareholder allocations and reduce manual intervention.

Staff and systems
[Describes resources, with a particular emphasis on the COO/CFO (see Appendix for Biography) and the
operations team, as well as systems used in the trading, operations and accounting functions.]

Staff
ABC’s non-investment functions are overseen by the COO, Kevin Newman, whose biography is included in
the Appendix. He is supported by an experienced CFO and a staff of four back office/operations
professionals.

Systems
[Identifies core systems, notably order management and portfolio accounting.]
ABC uses a proprietary order management system, Straight-Thru, which is a Microsoft Access developed
system. Straight-Thru was developed and documented by in-house portfolio management and IT staff and
management expects that any necessary updates or adjustments can be handled internally. The portfolio
accounting and risk reporting system is Ascent, a popular system used in the hedge fund industry. These
systems are supplemented further by in-house and third party software.

5.2

Trade flow
As noted previously, the fund is a feeder fund in a master-feeder structure. Therefore, substantially all
portfolio positions are held in the Master Fund. The discussion below relates to trading activities within the
Master Fund portfolio and, where appropriate, the Fund’s pro-rata participation in Master Fund transactions.
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Trading Volume and Turnover
[Describes typical trading volume as an indicator of operational complexity.]
On a typical trading day the Manager will place approximately 100 to 120 trades on behalf of the Master
Fund and 300 trades across all products. On a busy trading day, the firm may place up to 600 trades. At
December 31, 2016 the Master Fund held approximately 1,160 line items in its portfolio.
The Master Fund is impacted by a moderate level of annual portfolio turnover, stated to be approximately
four times. Amber Partners selected a specific security from Straight-Thru to support our understanding of
the trade process outlined below.

Trade Process
[Describes procedures over trade authorisation, execution, capture, allocations, trade confirmation,
transmission to service providers, settlement and reconciliations.]
Authorisation

- 80% of orders are generated systematically; the balance is discretionary.
- Either of the principals can authorise discretionary trades.
- Authorised trading lists are maintained with executing brokers and are
updated and disseminated by CCO for staff changes.
- A daily trade summary is reviewed by the principals.
- Portfolio guidelines and restrictions are programmed into Straight-Thru,
which flags deviations and automatically e-mails a daily report to the
principals, CCO and COO.

Execution

- Principals and two traders can execute orders.
- Orders are placed via electronic trading platforms (80%) and by telephone
(approximately 20%).

Capture

- System generated trades are automatically updated into an electronic
Straight-Thru trade blotter.
- Traders complete electronic tickets in Straight-Thru for trades placed by
telephone.
- All trades are numbered by systems.

Allocation

- Trade allocation is performed automatically based upon criteria within
Straight-Thru set by Ms. Jones.
- Allocation model considers the asset values and investment restrictions of
ABC products and is automatically updated at the end of every month.
- CCO reviews a daily trade allocation report that identifies changes to
allocation parameters in Straight-Thru and non–standard allocations on
T+1.
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Confirmation

- Majority of trades are confirmed electronically and automatically matched
in Straight-Thru.
- E-mail trade confirmations (approximately 5% of trades) are received by
the trading assistants throughout each day.
- Trades confirmed by email are sent to a general mailbox at ABC that is
viewable by trading and operations staff.
- Blotters for each trader are generated in Straight-Thru, which are
reviewed and confirmed on T+O by traders.

Upload

- Straight-Thru sends trade information throughout the day to Ascent, the
portfolio accounting system.
- End-of-day trading reports are sent electronically to the prime brokers and
XYZ from Straight-Thru.

Trade Settlement

- Monitored by both the Administrator and the Manager.
- The back office team reviews the break reports received from XYZ daily
and resolves differences with the assistance of traders.
- The CFO maintains a list of outstanding OTC trade confirmations to
ensure all confirmations are received on a timely basis.

Reconciliations

- On T+1, ABC and XYZ each perform automated cash and position
reconciliations to the prime brokers.
- Weekly, XYZ performs a three-way reconciliation comparing cash and
positions to ABC as well as to the prime brokers.

Amber Partners’ review identified appropriate trade flow processes in place to ensure the timely capture and
recording of trades. Overall, the reconciliation process appears robust and there is redundancy in the
process which reduces the risk of errors going undetected.

5.3

Accounting and Investor Servicing
[Provides a description of who prepares the official NAV and the scope of servicing. Issues such as ‘NAV
Light’ and non-transaction level accounting are identified. Describes procedures implemented by the
Manager to review the Administrator’s NAV calculation prior to issuance. Notes the Administrator’s
procedures to confirm existence of portfolio securities at each dealing date.]

Accounting
The principal books and records of the Fund are maintained by the Administrator using a proprietary system
called Theseus. Transaction information is uploaded into Theseus electronically from the Manager on a
daily basis. At month-end, XYZ’s accounting group prices the portfolio (see Section 6.3). XYZ noted that a
monthly statement could be obtained to independently confirm the existence of all portfolio securities at
December 31, 2016.
ABC receives a NAV package from the Administrator at each month-end and performs a detailed review of
the Administrator’s portfolio valuation work-papers. However, there is no formal review by ABC of nonportfolio items. Management stated that it relies on the Administrator for this purpose. Notwithstanding the
procedures in place at the Administrator, we recommend that ABC review the month-end NAV in detail for
non-portfolio items including all fee accruals, and check XYZ’s investor allocation calculations. Management
have agreed to adopt these recommendations going forward.
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At month-end, the deadline for issue of the final NAV is generally eight business days. An estimated NAV is
sent to shareholders by ABC on the first business day following month-end. A weekly performance estimate
is also sent by the Manager to all investors. Risk data is reported to investors in the Fund’s monthly
newsletter. Valuation procedures remain consistent for monthly and year-end reporting.

Investor Servicing
[Describes the share registration servicing performed by the Administrator, including systems used to
calculate investor allocations.]
Share registration servicing on behalf of the Fund is performed by the Administrator’s share registry group in
Bermuda. The Administrator uses a proprietary system called Universal Share System (“USS”) to record
share capital movements.
Spreadsheets are currently used to calculate performance fees, expense accruals and equalisation
calculations. XYZ staff noted that when the Fund’s share records are migrated to S-REG, a proprietary
system, in mid-2017, a link between S-REG and Theseus will eliminate the need for any spreadsheet
calculations. S-REG is currently used by XYZ’s Dublin office.
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6

Valuation
Due Diligence Highlights
•

•

•

6.1

Valuation Committee. ABC’s valuation committee meets monthly and includes the CEO, the COO,
and an external independent member. The CCO was not a member of the committee at the time of
Amber Partners’ review, and as a result of our recommendation, has been added as a non-voting
member to provide oversight to the committee. Formal minutes of valuation committee meetings are
maintained and provided to the Administrator as pricing support. Further the committee receives a
pricing variance report from XYZ on a monthly basis.
Pricing. With the exception of securities priced by ABC’s valuation committee (typically 5-10% of the
portfolio and 5% at December 31, 2016), XYZ independently sources pricing for the portfolio for
inclusion in the monthly NAV. XYZ staff noted that it follows the Fund’s pricing policy when sourcing
valuations. Based on Amber Partners’ review, the valuation policy appears comprehensive and
appropriate for the types of securities typically held by the Master Fund.
Securities. Excluding valuation committee priced securities, the majority of instruments held by the
Master Fund are traded on active markets or have multiple sources of pricing available at month-end.

Strategy and Instruments
[Provides an overview of the Fund’s strategy and lists the types of instruments typically held in the portfolio.
Geographic focus and capitalisation bias are noted where relevant.]
The Master Fund invests using a multi-strategy approach focusing on long-short equity, global macro and
event-driven strategies. The portfolio typically has significant exposure to the following instruments (both
long and short positions are taken):
•
•
•
•
•

Exchange traded equities and options;
Global sovereign debt, investment grade and high yield G10 and non-G10 corporate bonds and
convertible bonds;
Derivates such as total return, interest rate, credit default and variance swaps;
FX forwards and futures; and
Other investment funds.

The majority of the Master Fund’s geographical exposure, approximately 90%, is to North America and
developed European markets. The remainder is generally invested in other developed markets. The Fund
has a market capitalisation bias toward mid to large cap firms for equity investments.

6.2

Valuation Policy
[Provides the valuation policy described in the Fund’s offering document, noting with whom responsibility for
valuation lies.]
The Fund’s offering document includes the following description of the valuation methodology for the Master
Fund’s investments:
“(a) Equity securities which are listed on a public securities exchange shall be valued at last traded
price on the relevant Valuation Day or, if no such price is available, at the mean of the last bid and
last ask on that day. Where securities are traded on more than one exchange, the relevant
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exchange chosen for the valuation of that security will be the one that is deemed the most active
market in that security;
(b) Unlisted and other securities that trade predominately in the over-the-counter (“OTC”) market
shall be valued at the mean of their closing bid and ask prices in the OTC market. Convertible
securities may be valued at their conversion value, less any costs that may be incurred upon
conversion, if no such reliable OTC market price is available;
(c) Notwithstanding the foregoing, investments, other than securities, including OTC derivative
contracts, which are not traded through a clearing firm, exchange or financial institution will be
valued on the basis of the most current available price provided by the relevant counterparty;
(d) If on any Valuation Day, the principal exchange or market wherein an asset is traded is closed,
the valuation of such asset shall be determined as of the last preceding trading date of such
exchange or market;
(e) Commodity or currency futures contracts traded on a public exchange shall be valued at the
latest settlement price on the relevant exchange of the relevant Valuation Day. In the event a
contract could not be liquidated on such day due to exchange restrictions or rules, the contract will
be valued at “fair value” as the Manager and Board of Directors deems fair and reasonable. A
commodity forward contract, commodities option, or swap contract shall be valued at latest
available counterparty price or at a “fair value” as determined by the Board of Directors.”
Valuation responsibility is held by the Board of Directors and Manager; however, in practice, this has been
delegated to the Administrator, subject to oversight and supervision by the valuation committee.

Valuation Policy and Oversight
[Reviews and assesses the suitability of the manager’s valuation policy and provides a description
(composition and responsibilities) of the Manager’s valuation committee, if one exists.]
In addition to the generic language included in the Fund’s offering document, ABC has developed an
internal, written valuation policy which provides a comprehensive description of valuation procedures applied
to each category of financial instruments traded by the Fund. Amber Partners reviewed the policy and noted
that it includes a discussion of pricing sources, tolerance thresholds between Manager and Administrator
sourced prices, specific procedures to prevent “cherry-picking” of broker quotes and, for instruments priced
using models, a description of the model and a list of sources used for each model input. The policy is
maintained by the COO and approved by the firm’s valuation committee. Based on Amber Partners’ review,
the valuation policy appears comprehensive and appropriate given the nature of securities typically traded.
ABC’s valuation committee includes Susan Jones, the COO, and an external Chairman, Dr. A. Shah, a
finance professor with extensive knowledge of security pricing. The CCO was not a member of the
committee at the time of Amber Partners’ review, and as a result of our recommendation, has been added
as a non-voting member to provide oversight to the committee. The Manager also encourages the
Administrator to participate in valuation committee meetings.
Every month, the committee meets to discuss difficult to value securities and/or securities where pricing
variances between the Manager and Administrator have exceeded agreed upon thresholds. The committee
must review and resolve the pricing of any securities where variance thresholds have been exceeded before
a final Fund NAV can be issued. According to management, there were no securities that exceeded the
individual tolerance thresholds in the past 12 months. Minutes are kept for each valuation committee
meeting and are provided to the Administrator as pricing support. Valuation committee priced securities, as
a percentage of the total portfolio, have historically been less than 10% of the portfolio. Amber Partners

Not to be copied or distributed in any form without permission of Amber Partners Ltd.
© 2017 Amber Partners Ltd. All rights reserved.

22

ABC Fund Limited – January 2017
reviewed a random sample of Valuation committee meeting minutes to verify that the committee is operating
as described by management.

6.3

Valuation Process
[Provides a description of the procedures in place to ensure consistency and independence of the pricing
process at each NAV dealing date. Details whether the Administrator independently prices the portfolio or
verifies the Manager’s prices, and notes where prices are provided by the Manager for inclusion in the NAV.]
Prices sourced by the Administrator, with the exception of valuation committee priced securities, are
included in the dealing NAV. XYZ maintains a pricing database which obtains data primarily from
Bloomberg, IDC and Markit
Equities, foreign exchange and investment grade corporate and sovereign fixed income securities are
typically priced in this manner. The Administrator is typically able to price between 75% and 90% of the
portfolio to its pricing database (level I inputs in accordance with ASC 820 Fair Value Measurements and
Disclosures, quoted prices in active markets) and 80% at December 31, 2016.
For security positions not priced from feeds, XYZ will independently obtain counterparty prices or broker
quotes (level II inputs, quoted prices in markets that are not considered active or securities where all
significant inputs to pricing are observable). All quotes or prices received by the Manager are concurrently
copied to the Administrator directly by brokers, counterparties or fund administrators. ABC uses a pricing
matrix to value broker sourced securities, and the average mid-price of received quotes is used, with outliers
removed by back office staff. The matrix tracks the history of broker sources used. At December 31, 2016,
approximately 80% of securities valued in this manner had three broker sources for valuation support, and
the remaining had two quotes. XYZ recreates ABC’s matrix pricing and reviews broker sources for
consistency and to reduce the risk of “cherry-picking” of more favourable quotes by the Manager.
Approximately 9% of the portfolio was priced in this manner at December 31, 2016. XYZ will also perform a
review of subsequent disposal proceeds as part of its month-end process.
Independent counterparty quotes (for swaps) are obtained by XYZ for 3% of the portfolio pricing at
December 31, 2016. The Administrator uses industry standard valuation models as a check on the
counterparty values for credit default and variance swaps.
The Master Fund held three positions in unrelated investment funds (level III inputs, significant amount
unobservable inputs to pricing), following long-short equity strategies, comprising 3% of the portfolio
December 31, 2016 (typically less than 5% of the portfolio). All underlying investment funds are subject
independent administration and XYZ receives prices directly from the respective fund administrators prior
release of the Fund’s NAV.

of
at
to
to

As mentioned previously, the Administrator will use the Manager’s valuation committee prices in the final
NAV for typically 5% to 10% (also considered level III inputs) of the portfolio. Securities approved by the
committee traditionally include less liquid fixed income and convertible debt securities (where only one
broker quote is obtained or where no recent quotes can be sourced). The committee reviews available
pricing information or model prices prepared by ABC’s front office staff. The valuation committee reviews
subsequent disposal proceeds of specific securities previously valued by the committee for pricing bias as
part of the monthly meeting. At December 31, 2016, four positions (stated to be approximately 5% of the
portfolio) were valued by the Manager’s valuation committee. Staff of XYZ noted that valuation committee
minutes are received and reviewed for consistency of pricing and subsequent disposal proceeds are also
monitored.
At each month-end, a variance report is generated by the Administrator which displays price variances
between Manager and Administrator valuations that fall outside of preset tolerance levels, stated by the
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Administrator to be 5 basis points of Fund NAV on a security-specific basis or 50 basis points across the
entire portfolio. XYZ staff noted that they do not recall any prices falling outside the thresholds in the
previous twelve months. The variance report is sent by the Administrator to the independent Chairman of
ABC’s valuation committee monthly.
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Appendix
Biographies of Key Management Staff
Susan Jones (CEO and co-CIO). Ms. Jones has 25 years of experience in the investment management
industry. Prior to founding ABC, Ms. Jones was a partner and portfolio manager at Mackenzie Smith where
she headed the research department from 2000 to 2003. Ms. Jones started her career at Ellis Morgan
where she spent eight years in various roles ranging from equity research to fixed income research and
trading. Ms Jones graduated summa cum laude from New York University with degrees in Mathematics and
Finance and is a published author.
Edward Smith (co-CIO). Mr. Smith commenced employment with ABC in January 2006 and prior to that he
worked at Mackenzie Smith as a portfolio manager for five years. Previously he was a senior research
analyst in the Arbitrage, High Yield and Distressed Securities Department at MNO Ltd. from 1999 to 2001.
Mr. Smith holds a BA in Economics from Boston College and an M.B.A. from the Wharton School of the
University of Pennsylvania.
Kevin Newman (COO). Mr. Newman joined the firm in 2007. Prior to joining ABC, Mr. Newman was a
senior vice president at BoNY where he was responsible for overseeing a team of 30 staff engaged in
external administration of 12 investment advisors employing a variety of hedge fund strategies. Prior to his 7
year tenure at BoNY, Mr. Newman was an Audit Manager at Ernst & Young. Mr. Newman graduated from
Pace University with a degree in accounting and is a Certified Public Accountant (CPA).
Catherine Wright (CFO and CCO). Ms. Wright joined ABC in 2009 and prior to that, was the CFO and
CCO of MSHF Capital, a multi strategy hedge fund, from its inception in 2005 until it ceased operations in
2008. Prior to joining MSHF, Ms. Wright was an Audit Manager at Eisner LLP and focused on hedge fund
engagements. Ms Wright graduated from Dowling College with a BBA in Accounting and is a Certified Public
Accountant (CPA).

Biographies of Fund Directors
Peter O’Grady. Mr. O’Grady is a Partner in the Investment Fund Division of Maples and Maples in the
Cayman Islands. His expertise includes structuring of new funds, restructuring of existing funds and dealing
with distressed fund issues. During his 21 year tenure at Maples and Maples Mr. O’Grady has advised
hedge funds that employ a wide spectrum of strategies. He also serves on the board of directors of a few
other prominent hedge funds.
Stacy Brown. Ms. Brown is Senior Counsel at Maples and Maples in the Cayman Islands. During her 11
year tenure at the firm she has developed a specialty in regulatory matters. Ms. Brown is also a frequent
speaker at industry conferences. Ms. Brown is a graduate of Cambridge University and was admitted as an
attorney-at-law in the Cayman Islands in 2006.
Susan Jones. Biography noted above.
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This document is provided for information purposes only. Given the complexity of hedge fund operational risk, this
document is not intended to provide a comprehensive analysis of all operational risk issues or situations which may impact
the operational risk of an individual hedge fund.
User Agreement
Access to this document and any Amber Partners’ Operational Certification (“Amber Certification”) is available only to
registered users of amberpartners.com and is subject in all cases to Amber Partner’s user agreement, as follows:
By becoming a registered user of amberpartners.com, a website owned and operated by Amber Partners Ltd. (“Amber”),
and thereby enabling access to Amber Certifications, you acknowledge and agree that (a) you are an accredited investor (as
described in Regulation D of the Securities Act 1933, as amended, if a US person, or otherwise in accordance with the
requirements of such local laws as to which you may be subject) with sufficient experience in hedge fund investments to
make independent and informed investment decisions in respect of hedge fund investments; (b) you have reviewed the
description of Amber’s Operational Certification Methodology set forth on Amber’s website and understand the scope and
limits of the assessment that Amber generally purports to undertake in its Amber Certifications, understand the methodology
used by Amber in preparing certification reports/updates and understand the limited import of these certifications; (c) you
understand that Amber Certifications are not a recommendation regarding the suitability of the hedge fund as an investment
for any particular investor; (d) you understand that Amber Certifications are not to be used as the sole criteria for any
investment decision; (e) you understand that the opinions set forth in Amber Certifications are only opinions and that other
equally informed evaluators could reach different opinions that might be either more negative or more positive on the issues
addressed; (f) you understand that Amber Certifications do not consider the risk of market losses and that Amber Partners
does not conduct any due diligence on the merits of the investment strategies, nor of investment risk management, including
any assessment of risk management systems and/or tools used for these purposes; accordingly, you understand that Amber
Certifications are not, and should not be construed to be, an opinion concerning the investment strategies of, or risk profile
of the investment strategies of, the related hedge fund or as to the future investment performance of the related hedge fund;
(g) you understand that Amber is not a certified public accountant and has not conducted a financial audit of the hedge fund
or its manager and Amber Certifications do not, and should not be construed to, constitute an opinion as to the financial
condition of the hedge fund or its manager; (h) you understand that Amber Certifications are based in part upon information
provided to Amber by the hedge fund manager in question and Amber has not independently verified that information; (i) you
understand that the conclusions set forth in the Amber Certification represent the opinion of Amber determined with respect
to its own criteria and do not necessarily indicate the extent to which a hedge fund has met “best practices” criteria that have
been or may in the future be adopted by regulators or industry groups; (j) you understand that the opinions set forth in
Amber Certifications are based upon the assessment of the hedge fund as of the date of such Amber Certification and
Amber has no obligation to update or remove an Amber Certification once posted; k) you understand that Amber’s criteria
for Certification may evolve over time as industry practice changes and Amber does not undertake to update Amber
Certifications previously issued to reflect such evolutions; (l) you understand that Amber receives from each hedge fund or
its manager a substantial fee for undertaking an assessment and publishing an Amber Certification in respect of such hedge
fund, which fee is payable whether or not the hedge fund authorises Amber to publish its findings; (m) you understand and
agree that Amber Certifications are intended for the exclusive use of registered users for the purpose of evaluating the
registered user’s own investments in hedge funds that are the subject of Amber Certifications and for no other purpose; (n)
you understand and agree that the information set forth herein, as well as information in each Amber Certification, together
with all information provided by Amber may not be further distributed or communicated by the registered user without the
prior written consent of Amber; (o) NEITHER AMBER NOR ANY OF ITS AFFILIATES, NOR THE OFFICERS, DIRECTORS,
EMPLOYEES OR AGENTS OF ANY THEREOF (THE ”AMBER PARTIES”) MAY BE HELD RESPONSIBLE FOR ANY
DAMAGE, LOSS, LIABILITY, COST OR EXPENSE, OF ANY KIND WHATSOVER, THAT MAY RESULT FROM RELIANCE
ON THE INFORMATION OR ASSESSMENT CONTAINED IN ANY AMBER CERTIFICATION, REGARDLESS OF
WHETHER SUCH INFORMATION PROVES TO BE INACCURATE OR SUCH ASSESSMENTS PROVE TO BE
ILLFOUNDED FOR ANY REASON WHATSOEVER; (p) YOU WILL NOT SEEK ANY RECOVERY FROM ANY AMBER
PARTY IN THE COURTS OF LAW OR EQUITY; (q) ANY DISPUTES ARISING OUT OF THE REGISTERED USER’S USE
OF AMBER CERTIFICATIONS SHALL BE SUBMITTED TO BINDING ARBITRATION IN BERMUDA; AND (r) YOU SHALL
INDEMNIFY AND HOLD HARMLESS EACH AMBER PARTY FROM ANY COSTS, EXPENSES (INCLUDING LEGAL
FEES) AND LIABILITIES INCURRED BY ANY OF THEM AS A DIRECT OR INDIRECT RESULT, IN WHOLE OR IN PART
OF EITHER (A) ANY CLAIMS MADE BY SUCH REGISTERED USER OR ANY PERSON OBTAINING AMBER
CERTIFICATIONS DIRECTLY OR INDIRECTLY THROUGH SUCH REGISTERED USER OR (B) ANY USE OF ANY
AMBER CERTIFICATION IN A MANNER NOT AUTHORISED HEREBY. AMBER RESERVES THE RIGHT TO SUSPEND
OR TERMINATE ANY USER’S ACCESS TO AMBERPARTNERS.COM.
® “Amber” is Registered in the United States of America and the European Union. “Amber Partners“ is Registered in the
United States of America.

