
Financial Statements
Reference Manual

October 2011

ALTERNATIVE INVESTMENT FUND



These materials provided by Rothstein, Kass & Company, P.C., and its affiliates (“Rothstein Kass”), are intended to provide 

general information on a particular subject or subjects and are not an exhaustive treatment of such subject(s) and are not 

intended to be a substitute for reading the legislation or accounting standards themselves, or for professional judgment as 

to adequacy of disclosures and fairness of presentation.  The materials do not encompass all possible disclosures required 

by accounting principles generally accepted in the United States of America.  The form and content of each reporting entity’s 

financial statements are the responsibility of the entity’s management.  The materials are being provided with the understanding 

that the information contained therein should not be construed as legal, accounting, tax or other professional advice or 

services.  The contents are intended for general informational purposes only and should not be used as a substitute for 

consultation with professional accounting, tax, legal and other advisors.  

 

The materials and the information contained therein are provided as is, and Rothstein Kass makes no express or implied 

representations or warranties regarding these materials or the information contained therein.  Without limiting the foregoing, 

Rothstein Kass does not warrant that the materials or information contained therein will be error-free or will meet any particular 

criteria or performance or quality.  In no event shall Rothstein Kass, its officers, principals and employees be liable to you or 

anyone else for any decision made or action taken in reliance on the information provided in these materials.  The information 

and content provided in these materials is owned by Rothstein Kass and should only be used for your personal or internal use 

and should not be copied, redistributed or otherwise provided to third parties.

 

In order to comply with U.S. Treasury Regulations governing tax practice (known as “Circular 230”), you are hereby advised that 

any tax advice provided herein was not intended or written to be used, and cannot be used, by any taxpayer for the purpose 

of (i) avoiding U.S. federal, state or local tax penalties, or (ii) promoting, marketing, or recommending to another party any 

transaction or matter addressed herein.
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October 2011

While some experts expressed surprise at the hedge fund community’s resilience, resolve and recovery in the aftermath of 

unprecedented	global	economic	uncertainty,	Rothstein	Kass	was	not	among	them.	As	a	leading	professional	services	firm	with	a	

documented track record of superior service to sophisticated clients, our ties to the alternative investment community span decades.  

Throughout this time, the sector has consistently responded to adversity by maintaining a long-term investment focus while adapting to 

meet the needs of an ever-expanding investor base. 

Resurgent market volatility has again provided the hedge fund sector with an opportunity to demonstrate value. While the industry built 

its reputation on its ability to deliver strong returns independent of market conditions, performance today is but one of many critical 

factors	that	investors	will	consider	in	determining	allocations.	To	attract	capital	amid	escalating	competition,	managers	have	intensified	

efforts	to	provide	the	transparency	that	both	institutional	and	high-net-worth	investors	demand.	At	the	same	time,	inflows	of	pension	

fund and other institutional assets have ensured that the enhanced regulatory focus on the hedge fund community will persist. 

Though all of these developments have positive implications for the future of the hedge fund sector over time, they have more 

immediately added to the long list of responsibilities for which managers are accountable. Our updated Alternative Investment Fund 

Pro Forma Financial Statements Manual is designed to help our clients retain focus on long-term objectives and on the business of 

managing	assets.	It	includes	sample	pro	forma	financial	statement	templates	for	domestic,	offshore,	master	/	feeder	and	fund	of	funds	

structures,	updated	to	reflect	the	latest	development	in	the	ongoing	efforts	to	enhance	comparability	and	consistency	of	reporting.		

The guide draws on the insights of our talented and dedicated professionals, who rely on their specialized expertise to provide award-

winning service to sophisticated clients. Rothstein Kass has advised hedge funds, private equity, venture capital and funds of funds in 

all phases of development – from start-ups to multi-billion dollar mega-funds. 

Like our proprietary research, white papers and events, our Alternative Investment Fund Pro Forma Financial Statements Manual is 

intended	to	promote	ongoing	discourse	toward	the	refinement	of	best	practices.	We	are	pleased	to	share	this	latest	effort	with	you	and	

encourage you to contact us with questions or comments. 

With regards,

The Principals of Rothstein Kass
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DOMESTIC FUND, L.P.DOMESTIC FUND, L.P. STATEMENT OF FINANCIAL CONDITION

Assets

Investments in securities, at fair value (cost $662,033,000) $ 780,540,000

Investments in private investment companies, at fair value (cost $184,491,000)  190,546,000

Derivative contracts, at fair value  164,984,000

Securities purchased under agreements to resell, at fair value (cost $12,983,000)  12,450,000

Due from brokers  17,540,000

Cash denominated in foreign currencies (cost $692,000)  543,000

Cash and cash equivalents  8,432,000

Due from related parties  57,000

Dividends and interest receivable  985,000

Other assets   218,000

    $ 1,176,295,000

Liabilities and partners’ capital

Liabilities

 Securities sold short, at fair value (proceeds $583,633,000) $ 550,431,000

 Derivative contracts, at fair value  155,435,000

 Payable for securities sold under agreements to repurchase  10,000,000

 Due to brokers  18,432,000

 Dividends and interest payable  598,000

 Advance capital contributions  1,000,000

 Management fee payable  930,000

 Loans payable  100,000

 Due to related parties  150,000

 Capital withdrawals payable  5,879,000

 Accrued expenses and other liabilities  95,000

  Total liabilities  743,050,000

Partners’ capital  433,245,000

    $ 1,176,295,000

See accompanying notes to financial statements.

Pro Forma  1

December 31, 20XX



DOMESTIC FUND, L.P.

Rothstein Kass  2

STATEMENT OF OPERATIONS

Investment income

 Interest  $ 4,039,000

 Dividends (net of foreign withholding taxes of $218,000)  2,039,000

 Other income  456,000

  Total investment income  6,534,000

Expenses

 Interest and dividends  1,668,000

 Management fee  7,540,000

 Administrative fee  248,000

 Professional fees and other  356,000

  Total expenses  9,812,000

Net investment income (loss)  (3,278,000)

Realized and unrealized gain (loss) on investments

 Net realized gain (loss) on securities and foreign currency transactions  25,765,000

 Net realized gain (loss) on private investment companies  3,419,000

 Net change in unrealized appreciation or depreciation on securities and foreign

  currency transactions  59,335,000

 Net change in unrealized appreciation or depreciation on private investment companies  (4,552,000)

 Net gain (loss) from derivative contracts  14,654,000

Net gain (loss) on investments  98,621,000

Net income (loss) $ 95,343,000

See accompanying notes to financial statements.

Year Ended December 31, 20XX



DOMESTIC FUND, L.P. STATEMENT OF CHANGES IN PARTNERS’ CAPITAL

See accompanying notes to financial statements.

Partners’ capital, beginning of year $ 35,529,000 $ 293,045,000 $ 328,574,000

Capital contributions  -  45,000,000  45,000,000

Capital withdrawals  -  (35,932,000)  (35,932,000)

Early redemption fee  24,000  236,000  260,000

Allocation of net income (loss)

 Pro rata allocation  10,487,000  84,856,000  95,343,000

 Reallocation to General Partner  16,739,000  (16,739,000)  -

     27,226,000  68,117,000  95,343,000

Partners’ capital, end of year $ 62,779,000 $ 370,466,000 $ 433,245,000

General
Partner

Limited
Partners Total

Pro Forma  3

Year Ended December 31, 20XX



DOMESTIC FUND, L.P.

Rothstein Kass  4

STATEMENT OF CASH FLOWS

[See	Appendix	A	for	the	alternative	“net	method”	of	presenting	operating	cash	flows.]

Cash	flows	from	operating	activities

 Net income (loss) $ 95,343,000

 Adjustments to reconcile net income (loss) to net cash provided by

  (used in) operating activities:

 Net realized (gain) loss on securities, foreign currency transactions and

  private investment companies  (29,184,000)

 Net change in unrealized appreciation or depreciation on securities, foreign

  currency transactions and private investment companies  (54,783,000)

 Amortization of premiums and discounts on debt securities  (145,000)

 Changes in operating assets and liabilities:

  Purchases of investments in securities  (134,509,000)

  Proceeds from sales of investments in securities  165,510,000

  Purchases of investments in private investment companies  (30,000,000)

  Proceeds from sales of investments in private investment companies  1,928,000

  Derivative contracts  80,321,000

  Securities purchased under agreements to resell  (12,450,000)

  Due from brokers  18,249,000

  Due from related parties  7,000

  Dividends and interest receivable  (407,000)

  Other assets  (42,000)

  Proceeds from securities sold short  54,678,000

  Payments to cover securities sold short  (180,567,000)

  Payable for securities sold under agreements to repurchase  10,000,000

  Due from brokers  (25,424,000)

  Dividends and interest payable  148,000

  Management fee payable   120,000

  Due to related parties                    (50,000)

  Accrued expenses and other liabilities  39,000

Net cash provided by (used in) operating activities  (41,218,000)

See accompanying notes to financial statements.

Year Ended December 31, 20XX



DOMESTIC FUND, L.P.

Pro Forma  5

STATEMENT OF CASH FLOWS (CONTINUED)

Cash	flows	from	financing	activities

 Capital contributions, net of change in advance capital contributions $ 46,000,000

 Capital withdrawals, net of change in capital withdrawals payable  (40,053,000)

 Proceeds from loans payable  2,000,000

 Repayments of loans payable  (2,500,000)

Net	cash	provided	by	(used	in)	financing	activities  5,447,000

Net change in cash and cash equivalents  (35,771,000)

Cash and cash equivalents, beginning of year  44,746,000

Cash and cash equivalents, end of year $ 8,975,000

Supplemental	disclosure	of	cash	flow	information

 Cash paid during the year for interest $ 624,000

Supplemental	disclosure	of	noncash	financing	activities

 Early redemption fee $ 260,000

Supplemental	disclosure	of	noncash	financing	activities

        Distribution of securities, at fair value (cost basis of $457,000)                         $  654,000

See accompanying notes to financial statements.

Year Ended December 31, 20XX



DOMESTIC FUND, L.P. CONDENSED SCHEDULE OF INVESTMENTS

See accompanying notes to financial statements.

Investments in securities, at fair value

Common stocks
 United States
  Banking
   Public Banking Company 1 1,499,611 9.8 % $ 42,467,000
   Other  17.2   74,622,000
  Manufacturing
   Public Manufacturing Company 1 2,649,160 7.5   32,458,000
   Other  14.3   61,989,000
  Consumer discretionary  20.7   89,682,000
  Health care  18.7   81,038,000
  Real estate  10.4   44,961,000
 
 Total United States (cost $330,510,000)  98.6   427,217,000
 
 United Kingdom
  Manufacturing
   Public Manufacturing Company 2 1,540,000 8.9   38,571,000
  Telecommunications  7.9   34,104,000

 Total United Kingdom (cost $41,345,000)  16.8   72,675,000

Total common stocks (cost $371,855,000)  115.4   499,892,000

Preferred stocks
 United States
  Banking
   Public Banking Company 1, 5%, non-participating 500,590 3.6   15,491,000
   Other  10.4   45,195,000
  Information technology  8.3   35,914,000

Total preferred stocks (cost $75,589,000)  22.3   96,600,000

Exchange-traded funds
 United States
  Real estate (cost $21,834,000)  4.5   19,567,000

Private preferred stocks
 United States
  Information technology (cost $16,581,000)  4.3   18,541,000

Number of
Shares

Percentage of
Partners’ Capital

Fair
Value

Rothstein Kass  6

December 31, 20XX

[See	Appendix	E	for	an	alternative	presentation	including	ASC	topic	820	fair	value	heirarchy.]



DOMESTIC FUND, L.P.

Pro Forma  7

CONDENSED SCHEDULE OF INVESTMENTS (CONTINUED)

See accompanying notes to financial statements.

Investments in securities, at fair value (continued)

Corporate bonds
 United States
  Banking
	 	 	 Banking	Company	1,	10.00%,	7/15/20XX	 $	25,000,000	 5.2	 %	 $	 22,662,000
  Telecommunications  4.3   18,456,000

 Total United States (cost $43,381,000)  9.5   41,118,000

 United Kingdom
  Manufacturing (cost $17,891,000)  4.8   20,947,000

Total corporate bonds (cost $61,272,000)  14.3   62,065,000

Government bonds
 United States
	 	 U.S.	Treasury	Bills,	1.75%,	4/1/20XX
   (cost $20,450,000) $ 22,500,000 5.2   22,391,000

Municipal bonds
 United States
  Construction
   Ocean County, New Jersey,
	 	 	 5.00%,	4/1/20XX	 $	25,000,000	 5.1	 	 	 22,592,000
  Water  2.1   8,451,000
  Highway  0.1   491,000

Total municipal bonds (cost $28,518,000)  7.3   31,534,000

Asset-backed securities
 United States
  Senior debt
   High Yield CLO  3.0   12,941,000
   Market Value CDO  1.7   7,491,000
 
  Total senior debt (cost $40,415,000)  4.7   20,432,000
 
  Mezzanine debt
   High Yield CLO (cost $25,519,000)  2.2   9,518,000

Total asset-backed securities (cost $65,934,000)  6.9   29,950,000

Total investments in securities, at fair value (cost $662,033,000)  180.2 % $ 780,540,000

Principal
Amount

Percentage of
Partners’ Capital

Fair
Value

December 31, 20XX



DOMESTIC FUND, L.P. CONDENSED SCHEDULE OF INVESTMENTS (CONTINUED)

See accompanying notes to financial statements.

[See Appendix B for sample presentation of condensed schedule of 
investments	for	investments	in	private	investment	companies.]

Derivative contracts - assets, at fair value

Interest rate swaps
 United States
	 	 Floating/Fixed	 7.0	 %	 $	 30,491,000
	 	 Fixed/Floating	 6.9	 	 	 29,948,000

Total interest rate swaps 13.9   60,439,000

Warrants purchased
 United States
  Financial 7.5   32,491,000
  Telecommunications 3.4   14,581,000

Total warrants purchased (cost $43,319,000) 10.9   47,072,000

Total return swaps
 United States
  Manufacturing 4.5   19,581,000
  Financial 2.8   11,926,000

Total total return swaps 7.3   31,507,000

Option contracts purchased
 Call options purchased
  United States
   Healthcare 2.9   12,459,000
   Financial 2.6   11,348,000

 Total call options purchased (cost $21,839,000) 5.5   23,807,000

 Put options purchased
  United States
   Biotechnology 0.4   1,812,000
   Financial 0.1   347,000

 Total put options purchased (cost $3,893,000) 0.5   2,159,000

Total option contracts purchased (cost $25,732,000) 6.0   25,966,000

Total derivative contracts - assets, at fair value (cost $69,051,000) 38.1 % $ 164,984,000

Percentage of
Partners’ Capital

Fair
Value

Rothstein Kass  8

December 31, 20XX



DOMESTIC FUND, L.P.

Pro Forma  9

CONDENSED SCHEDULE OF INVESTMENTS (CONTINUED)

See accompanying notes to financial statements.

Securities purchased under agreements to resell, at fair value
 
	 ABC	Bank,	3.5%,	1/3/20XX
  collateralized by U.S. Treasury bonds
  (cost $12,983,000)  2.9 % $ 12,450,000

Securities sold short, at fair value

Common stocks
 United States
  Retail trade
   Public Retail Company 1 851,000 8.8 % $ 38,051,000
   Other  26.5   114,981,000
  Transportation  30.4   131,813,000
  Telecommunications  27.1   117,415,000

 Total United States (proceeds $450,581,000)  92.8   402,260,000

 United Kingdom
  Manufacturing
   Public Manufacturing Company 3 651,000 9.3   40,451,000
  Banking  7.4   31,928,000
  Retail trade  5.4   23,481,000
  Consumer discretionary  2.5   10,821,000
  Information technology  1.5   6,293,000

 Total United Kingdom (proceeds $100,481,000)  26.1   112,974,000

Total common stocks (proceeds $551,062,000)  118.9   515,234,000

Preferred stocks

 United Kingdom
  Banking  5.8   24,918,000
  Manufacturing  2.3   10,279,000

Total preferred stocks (proceeds $32,571,000)  8.1   35,197,000

Total securities sold short, at fair value (proceeds $583,633,000)  127.0 % $ 550,431,000

Number 
of Shares

Percentage of
Partners’ Capital

Fair
Value

December 31, 20XX



DOMESTIC FUND, L.P. CONDENSED SCHEDULE OF INVESTMENTS (CONTINUED)

See accompanying notes to financial statements.

Derivative contracts - liabilities, at fair value

Credit default swaps - purchased protection

 United States
  Financial 2.5 % $ 10,851,000
  Information technology 2.3   9,910,000

 Total United States (upfront premiums paid $351,000) 4.8   20,761,000
 

 Germany
  Sovereign (upfront premiums received $1,318,000) 1.1   4,916,000

Total credit default swaps - purchased protection
 (net upfront premiums received $967,000) 5.9   25,677,000

Total return swaps

 United States
  Manufacturing 3.4   14,819,000
  Financial 2.3   9,841,000

Total total return swaps 5.7   24,660,000

Interest rate swaps

 United States
	 	 Floating/Fixed	 4.5	 	 	 19,371,000
	 	 Fixed/Floating	 0.8	 	 	 3,741,000

Total interest rate swaps 5.3   23,112,000

Contracts for differences
 Financial 3.1   13,419,000
 Metals  2.1   8,965,000

Total contracts for differences 5.2   22,384,000

Percentage of
Partners’ Capital

Fair
Value

Rothstein Kass  10

December 31, 20XX



DOMESTIC FUND, L.P.

Pro Forma  11

CONDENSED SCHEDULE OF INVESTMENTS (CONTINUED)

See accompanying notes to financial statements.

Forward contracts
 Currency contracts
  Argentinean Peso   2.2 % $ 9,581,000
  Other currencies   0.5   2,319,000

 Total currency contracts   2.7   11,900,000
 
 Commodity contracts
  Metals    1.5   6,591,000
  Grains    0.9   3,581,000

 Total commodity contracts   2.4   10,172,000

Total forward contracts   5.1   22,072,000

Futures contracts
 Indices
  Index Fund 1 March - May 20XX 13,619 5.0   21,645,000
  Metals    0.1   234,000

Total futures contracts   5.1   21,879,000

Option contracts written
 Call options written
  United States
   Retail trade   1.3   5,419,000
   Consumer staples   1.0   4,541,000
 
 Total call options written (proceeds $14,481,000)  2.3   9,960,000

 Put options written
  United States
   Retail trade
    Public Retail Company 1 May 20XX 145 1.0   4,518,000
    Other   0.0   172,000
   Consumer discretionary   0.3   1,001,000

 Total put options written (proceeds $4,571,000)  1.3   5,691,000

Total option contracts written (proceeds $19,052,000)  3.6   15,651,000

Total derivative contracts - liabilities, at fair value (proceeds $19,052,000 and
 net upfront premiums received $967,000)   35.9 % $ 155,435,000

Number 
of Contracts

Expiration
Dates

Percentage of
Partners’ Capital

Fair
Value

December 31, 20XX

Derivative contracts - liabilities, at fair value (continued)



DOMESTIC FUND, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies

Nature of Operations

Domestic Fund, L.P. (the “Fund”), a 

Delaware investment limited partnership, 

commenced operations on September 

XX, 20XX.  The Fund was organized for 

the purpose of trading and investing 

in securities.  The Fund is managed 

by General Partner, LLC (the “General 

Partner”) and Investment Manager, LLC 

(the “Investment Manager”).  Refer to 

the Fund’s offering memorandum for 

more information.

Basis of Presentation

The	financial	statements	have	been	

prepared in conformity with accounting 

principles generally accepted in the 

United States of America (“GAAP”) as 

detailed in the Financial Accounting 

Standards Board’s Accounting 

Standards	Codification.

These	financial	statements	were	

approved by management and available 

for	issuance	on	[month,	date,	year]

Subsequent events have been evaluated 

through this date.

Cash Equivalents

Cash equivalents include short-term, 

highly liquid investments, such as money 

market funds, that are readily convertible 

to known amounts of cash and have 

original maturities of three months or less.

Fair	Value	-	Definition	and	Hierarchy

Fair	value	is	defined	as	the	price	that	

would be received to sell an asset or paid 

to transfer a liability (i.e., the “exit price”) 

in an orderly transaction between market 

participants at the measurement date. 

 

In determining fair value, the Fund uses 

various valuation approaches.  A fair value 

hierarchy for inputs is used in measuring 

fair value that maximizes the use of 

observable inputs and minimizes the 

use of unobservable inputs by requiring 

that the most observable inputs are to 

be used when available.  The fair value 

hierarchy is categorized into three levels 

based on the inputs as follows:

Level 1 - Valuations based on unadjusted 

quoted prices in active markets for 

identical assets or liabilities that the Fund 

has the ability to access.  

Level 2 - Valuations based on inputs 

other than quoted prices included in  

Level 1 that are observable, either directly 

or indirectly.

Level 3 - Valuations based on inputs that 

are	unobservable	and	significant	to	the	

overall fair value measurement.

Fair value is a market-based measure, 

based on assumptions of prices and 

inputs considered from the perspective 

of a market participant that are current as 

of the measurement date, rather than an 

entity-specific	measure.		Therefore,	even	

when market assumptions are not readily 

available, the Fund’s own assumptions 

are	set	to	reflect	those	that	market	

participants would use in pricing the 

asset or liability at the measurement date.  

The availability of valuation techniques 

and observable inputs can vary from 

investment to investment and are affected 

by a wide variety of factors, including 

the type of investment, whether the 

investment is new and not yet established 

in the marketplace, the liquidity of 

markets, and other characteristics 

particular to the transaction.  To the 

extent that valuation is based on models 

or inputs that are less observable 

or unobservable in the market, the 

determination of fair value requires more 

judgment.  Because of the inherent 

uncertainty of valuation, those estimated 

values may be materially higher or 

lower than the values that would have 

been used had a ready market for the 

investments existed.  Accordingly, the 

degree of judgment exercised by the 

Fund in determining fair value is greatest 

for investments categorized in Level 3.  In 

certain cases, the inputs used to measure 

fair value may fall into different levels of 

the fair value hierarchy.  In such cases, 

the level in the fair value hierarchy which 

the fair value measurement falls in its 

entirety is determined based on the 

lowest	level	input	that	is	significant	to	the	

fair value measurement.

Rothstein Kass  12



DOMESTIC FUND, L.P.

Pro Forma  13

NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)

Fair Value - Valuation Techniques 
and Inputs

[See Appendix C for a selection of 

illustrative quantitative disclosures of 

valuation inputs and techniques used 

for Level 2 and 3 investments. Also 

included in Appendix C are requirements 

for early adoption of ASU 2011-04.  

Effective	for	fiscal	years	beginning	after	

December 15, 2011, additional details 

surrounding Level 3 valuation processes 

and	quantitative	inputs	are	required.]

Investments in Securities and Securities 

Sold Short

Investments in securities and securities 

sold short that are freely tradable and are 

listed on major securities exchanges are 

valued at their last reported sales price as 

of the valuation date. 

Many over-the-counter (“OTC”) contracts 

have bid and ask prices that can be 

observed in the marketplace.  Bid 

prices	reflect	the	highest	price	that	the	

marketplace participants are willing to 

pay for an asset.  Ask prices represent 

the lowest price that the marketplace 

participants are willing to accept for an 

asset.  For securities whose inputs are 

based on bid-ask prices, the Fund’s 

valuation policies do not require that fair 

value always be a predetermined point 

in the bid-ask range.  The Fund’s policy 

for securities traded in the OTC markets 

and listed securities for which no sale 

was reported on that date are generally 

valued at their last reported “bid” price if 

held long, and last reported “ask” price if 

sold short.  

To the extent these securities are actively 

traded and valuation adjustments are 

not applied, they are categorized in Level 

1 of the fair value hierarchy.  Securities 

traded on inactive markets or valued 

by reference to similar instruments are 

generally categorized in Level 2 of the fair 

value hierarchy.

Derivative Contracts

The Fund records its derivative activities 

at fair value. Gains and losses from 

derivative contracts are included in net 

gain (loss) from derivative contracts in the 

statement of operations.  

Option contracts

Options which are listed on major 

securities exchanges are valued at 

their last reported sales price as of the 

valuation date or based on the midpoint 

of the bid-ask spread at the close of 

business.  Depending on the frequency 

of trading, listed options are generally 

classified	in	Level	1	or	2	of	the	fair	value	

hierarchy. 

Futures contracts

Futures contracts which are listed on 

major securities exchanges are valued at 

their last reported sales price as of the 

valuation date.  Listed futures contracts 

are	generally	classified	in	Level	1	of	the	

fair value hierarchy. 

Warrants

Warrants which are listed on major 

securities exchanges are valued at 

their last reported sales price as of the 

valuation date.  The fair value of OTC 

warrants are valued using the Black-

Scholes option pricing model.  This 

pricing model takes into account the 

contract terms (including maturity) as well 

as multiple inputs, including time value, 

implied volatility, equity prices, interest 

rates and currency rates. Warrants are 

generally	classified	in	Level	2	or	3	of	the	

fair value hierarchy.

Contracts for differences

Contracts for differences are traded 

on the OTC market.  The fair value of 

contracts for differences is derived by 

taking the difference between the quoted 

price of the underlying security and the 

contract price.  Contracts for differences 

are generally categorized in Level 2 of the 

fair value hierarchy.

Forward contracts

Forward contracts are traded on the 

OTC market. The fair value of forward 

contracts are valued using observable 

inputs, such as currency exchange 

rates or commodity prices, applied to 

notional amounts stated in the applicable 

contracts. Forward contracts are 

generally categorized in Level 2 of the fair 

value hierarchy.



DOMESTIC FUND, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)  

Fair Value - Valuation Techniques 
and Inputs (continued)

Derivative Contracts (continued)

Interest rate swaps

Interest rate swaps are traded on the 

OTC market.  The fair value for interest 

rate swap contracts is derived using a 

pricing model that is widely accepted 

by marketplace participants. The 

pricing model takes into account the 

contract terms (including maturity) as 

well as multiple inputs, including, where 

applicable, interest rates, prepayment 

speeds and currency rates. Many inputs 

into the model do not require material 

subjectivity as they are observable in 

the marketplace. Interest rate swaps are 

generally categorized in Level 2 of the fair 

value hierarchy.

Total return swaps

Total return swaps are traded on the 

OTC market.  The fair value of total 

return swaps is recorded at the swap 

contract’s net equity value. Net equity is 

calculated by determining the notional fair 

value of the assets or liabilities underlying 

the swap contracts, which are typically 

equity securities, and is consistent with 

the valuation procedures discussed 

previously. Total return swaps are 

generally categorized in Level 2 of the fair 

value hierarchy.

Credit default swaps

[See Appendix C for sample input 

disclosures	for	credit	default	swaps.]

Credit default swaps are traded on 

the OTC market. The fair value for a 

credit default swap contract is derived 

using a pricing model that is widely 

accepted by marketplace participants. 

The pricing model takes into account 

multiple	inputs	including	specific	contract	

terms, interest rate yield curves, interest 

rates, credit curves, recovery rates, and 

current credit spreads obtained from 

swap counterparties and other market 

participants.  Many inputs into the model 

do not require material subjectivity as 

they are observable in the marketplace 

or set per the contract.  Other than 

the contract terms, valuation is heavily 

determined by the difference between the 

contract spread and the current market 

spread.  The contract spread (or rate) is 

generally	fixed	and	the	market	spread	

is determined by the credit risk of the 

underlying debt or reference entity.  If the 

underlying debt is liquid and the OTC 

market for the current spread is active, 

credit default swaps are categorized in 

Levels 2 of the fair value hierarchy.  If 

the underlying debt is illiquid and the 

OTC market for the current spread is 

not active, credit default swaps are 

categorized in Level 3 of the fair value 

hierarchy.

Government Bonds

The fair value of sovereign government

bonds is generally based on quoted

prices in active markets. When quoted

prices are not available, fair value is

determined based on a valuation model

that uses inputs that include interest

rate yield curves, cross-currency basis

index spreads, and sovereign credit

spreads similar to the bond in terms of

issuer, maturity, and seniority. Sovereign

government bonds are generally

categorized in Level 1 or 2 of the fair

value hierarchy.

Municipal Bonds

The fair value of municipal bonds is

estimated using recently executed

transactions, market price quotations

and pricing models that factor in,

where applicable, interest rates, bond

or credit default swap spreads, and

volatility. Municipal bonds are generally

categorized in Level 2 of the fair

value hierarchy.

Corporate Bonds

The fair value of corporate bonds is

estimated using recently executed

transactions, market price quotations

(where observable), bond spreads or

credit default swap spreads. The spread

data used is for the same maturity as

the bond. If the spread data does not

reference the issuer, then data that

references a comparable issuer is used.

When observable price quotations are not

available, fair value is determined based

on	cash	flow	models	using	yield	curves,

bond or single-name credit default swap

spreads, and recovery rates based on

collateral values as key inputs. Corporate

bonds are generally categorized in Level

2 of the fair value hierarchy. In instances

where	significant	inputs	are	unobservable,

they are categorized in Level 3 of the fair

value hierarchy.
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NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)  

Fair Value - Valuation Techniques 
and Inputs (continued)

Bank Debt

[See	Appendix	C]

The fair value of bank debt is generally 

valued using recently executed 

transactions, market price quotations 

(where observable), and market 

observable credit default swap levels.  

When quotations are unobservable, 

proprietary valuation models and default 

recovery analysis methods are employed.  

Bank debt is categorized in Level 2 or 3 

of the fair value hierarchy.

Commercial Mortgage-Backed Securities 

(“CMBS”) and Asset-Backed Securities 

(“ABS”)

[See	Appendix	C]

CMBS and ABS may be valued based 

on	external	price/spread	data.		When	

position-specific	external	price	data	is	not	

observable, the valuation is either based 

on prices of comparable securities or 

cash	flow	models	that	consider	inputs	

including default rates, conditional 

prepayment rates, loss severities, 

expected yield to maturity, and other 

inputs	specific	to	each	security.		Included	

in this category are certain interest-

only securities, which in the absence of 

market prices are valued as a function 

of observable whole bond prices and 

cash	flow	values	of	principal-only	bonds	

using current market assumptions at the 

measurement date.  CMBS and ABS are 

categorized in Level 2 of the fair value 

hierarchy when external pricing data is 

observable and in Level 3 when external 

pricing data is unobservable. 

Investments in Private Operating 

Companies

[See	Appendix	C]

The Fund’s investments in private 

operating companies consist of direct 

private common and preferred stock 

(together or individually “equity”) 

investments.  The transaction price, 

excluding transaction costs, is typically 

the Fund’s best estimate of fair value 

at inception.  When evidence supports 

a change to the carrying value from 

the transaction price, adjustments are 

made	to	reflect	expected	exit	values	in	

the investment’s principal market under 

current market conditions.  Ongoing 

reviews by the Fund’s management are 

based on an assessment of trends in the 

performance of each underlying

investment from the inception date

through the most recent valuation date.

These assessments typically incorporate

valuation methodologies that consider the

evaluation	of	arm’s-length	financing	and

sale transactions with third parties, an

income	approach	reflecting	a	discounted

cash	flow	analysis,	and	a	market

approach that includes a comparative

analysis of acquisition multiples and

pricing multiples generated by market

participants.  In certain instances,

the Fund may use multiple valuation

methodologies for a particular investment

and estimate its fair value based on a

weighted average or a selected

outcome within a range of multiple

valuation results.  These investments

in private operating companies are

generally categorized in Level 3 of the fair

value hierarchy.

Investments in Restricted Securities of 

Public Companies

[See	Appendix	C]

Investments in restricted securities of 

public companies cannot be offered for 

sale to the public until the Fund complies 

with certain statutory requirements.  

The valuation of the securities by 

management takes into consideration the 

type and duration of the restriction, but 

in no event does the valuation exceed 

the listed price on any major securities 

exchange.  Investments in restricted 

securities of public companies are 

generally categorized in Level 2 of the fair 

value hierarchy. However, to the extent 

that	significant	inputs	used	to	determine	

liquidity discounts are not observable, 

investments in restricted securities of 

public companies may be categorized in 

Level 3 of the fair value hierarchy. 



DOMESTIC FUND, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)  

Fair Value - Valuation Techniques 
and Inputs (continued)

Investments in Private Investment 

Companies

Investments in private investment 

companies are valued, as a practical 

expedient, utilizing the net asset 

valuations provided by the underlying 

private investment companies, without 

adjustment, when the net asset valuations 

of the investments are calculated in 

a manner consistent with GAAP for 

investment companies.  The Fund applies 

the practical expedient to its investments 

in private investment companies on 

an investment-by-investment basis, 

and consistently with the Fund’s entire 

position in a particular investment, unless 

it is probable that the Fund will sell a 

portion of an investment at an amount 

different from the net asset valuation.  

If it is probable that the Fund will sell 

an investment at an amount different 

from the net asset valuation or in other 

situations where the practical expedient 

is not available, the Fund considers 

other factors in addition to the net 

asset valuation, such as features of the 

investment, including subscription and 

redemption rights, expected discounted 

cash	flows,	transactions	in	the	secondary	

market, bids received from potential 

buyers, and overall market conditions in 

its determination of fair value. 

[See Appendix B when there is a material 

departure from the practical expedient in 

valuing the Fund’s investments in private 

investment	companies.]

Investments in private investment 

companies are categorized in Level 

2 or 3 of the fair value hierarchy.  In 

determining the level, the Fund considers 

the length of time until the investment is 

redeemable, including notice and lock-up 

periods or any other restriction on the 

disposition of the investment.  The Fund 

also considers the nature of the portfolios 

of the underlying private investment 

companies and their ability to liquidate 

their underlying investments.  If the Fund 

has the ability to redeem its investment 

at the reported net asset valuation as of 

the measurement date, the investment 

is generally categorized  in Level 2 of 

the fair value hierarchy.  If the Fund does 

not know when it will have the ability to 

redeem the investment or it does not 

have the ability to redeem its investment 

in the near term, the investment is 

categorized in Level 3 of the fair 

value hierarchy. 

[See Appendix C for an example of early 

adoption of ASU 2011-04.  Effective for 

fiscal	years	beginning	after	December	15,	

2011, additional details surrounding Level 

3 valuation processes and quantitative 

inputs	are	required.]

Translation of Foreign Currency

Assets and liabilities denominated in 

foreign currencies are translated into U.S. 

dollar amounts at the year-end exchange 

rates.  Transactions denominated in 

foreign currencies, including purchases 

and sales of investments, and income 

and expenses, are translated into U.S. 

dollar amounts on the transaction date.  

Adjustments arising from foreign currency 

transactions	are	reflected	in	the	statement	

of operations.

The Fund does not isolate that portion 

of the results of operations arising from 

the effect of changes in foreign exchange 

rates	on	investments	from	fluctuations	

arising from changes in market prices of 

investments	held.		Such	fluctuations	are	

included in net gain (loss) on investments 

in the statement of operations. 

Investment Transactions and 
Related Investment Income

Investment transactions are accounted 

for on a trade-date basis.  Dividends are 

recorded on the ex-dividend date and 

interest is recognized on the accrual 

basis. 	[If	applicable]	Premiums and 

discounts are amortized over the lives of 

the respective debt securities.  
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NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)  

Offsetting of Amounts Related to 
Certain Contracts

[Choose this or the following paragraph 

depending	on	the	election	of	the	Fund.]	

The Fund has elected to offset fair value 

amounts recognized for cash collateral 

receivables and payables against fair 

value amounts recognized for derivative 

positions executed with the same 

counterparty under the same master 

netting arrangement.  At December 31, 

20XX, the Fund offset cash collateral 

receivables and payables of $8,893,000 

and $10,841,000, respectively, against 

its derivative positions.  At December 

31, 20XX, the Fund had cash collateral 

receivables and payables of $839,000 

and $1,489,000, respectively, with 

derivative counterparties under the same 

master netting arrangement that were not 

eligible to be offset against its derivative 

positions.

[Choose this or the preceding paragraph 

depending	on	the	election	of	the	Fund.]	

The Fund has elected not to offset fair 

value amounts recognized for cash 

collateral receivables and payables 

against fair value amounts recognized 

for derivative positions executed with 

the same counterparty under the 

same master netting arrangement.  At 

December 31, 20XX, the Fund had cash 

collateral receivables and payables of 

$839,000 and $1,489,000, respectively, 

with derivative counterparties under the 

same master netting arrangement. 

Income Taxes

[See Appendix D for alternative Income 

Taxes footnote(s) when the Fund has 

recognized a liability for unrecognized 

tax	benefits.]

The Fund does not record a provision 

for U.S. federal, state, or local income 

taxes because the partners report their 

share of the Fund’s income or loss on 

their income tax returns.  [If	applicable] 

However, certain U.S. dividend income 

and interest income may be subject to a 

maximum 30% withholding tax for those 

limited partners that are foreign entities or 

foreign individuals.  [If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The	Fund	files	an	income	tax	return	in	

the	U.S.	federal	jurisdiction,	and	may	file	

income tax returns in various U.S. states 

[if	applicable] and foreign jurisdictions.  

Generally, the Fund is subject to income 

tax examinations by major taxing 

authorities during the three-year period 

prior to the period covered by these 

financial	statements.	

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with 

the relevant taxing authorities.  Based 

on its analysis, the Fund has determined 

that it has not incurred any liability 

for	unrecognized	tax	benefits	as	of	

December 31, 20XX.  The Fund does 

not expect that its assessment regarding 

unrecognized	tax	benefits	will	materially	

change over the next 12 months.  

However, the Fund’s conclusions may 

be subject to review and adjustment at 

a later date based on factors including, 

but not limited to, questioning the timing 

and amount of deductions, the nexus of 

income among various tax jurisdictions, 

compliance with U.S. federal, U.S. state 

and foreign tax laws, and changes in the 

administrative practices and precedents 

of the relevant taxing authorities.



DOMESTIC FUND, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued) 

Use of Estimates

The	preparation	of	financial	statements	

in conformity with GAAP requires the 

Fund’s management to make estimates 

and assumptions that affect the amounts 

disclosed	in	the	financial	statements.		

Actual results could differ from those 

estimates.

[Add the following disclosure if material to 

the	overall	financial	statements.]	

Organization Costs

Organization costs are stated net of 

accumulated amortization.  Management 
has elected to capitalize organization 

costs of approximately $180,000 and 

amortize them on a straight-line method 

over 60 months.  Management believes 

this method to be more equitable to 

the limited partners than the method 

prescribed under GAAP, which requires 

organization costs to be expensed as 

incurred, resulting in the original partners 

bearing all such costs.
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[See Appendix E for an alternative presentation of the condensed schedule of investments including hierarchy levels.  If this alternative 
method	is	used,	the	table	below	would	not	apply.]

2. Fair value measurements

The Fund’s assets and liabilities recorded at fair value have been categorized based upon a fair value hierarchy as described in the 
Fund’s	significant	accounting	policies	in	Note	1.		The	following	table	presents	information	about	the	Fund’s	assets	measured	at	fair	
value as of December 31, 20XX (in thousands): 

Assets (at fair value)
 Investments in securities    
  Common stocks    
   United States       
    Banking $ 117,089  $  -    $  -    $  117,089 
    Manufacturing  94,447   -      -     94,447 
    Consumer discretionary  87,491   2,191    -     89,682 
    Health care  81,038   -      -     81,038 
    Real estate  44,961    -     -     44,961 
   United Kingdom         
    Manufacturing  38,571    -      -     38,571 
    Telecommunications  33,642   462   -     34,104 
  Preferred stocks  96,000   600   -     96,600 
  Exchange-traded funds  19,567   -      -     19,567 
  Private preferred stocks   -     -     18,541   18,541 
  Corporate bonds   -     59,481    2,584   62,065 
  Government bonds  22,391   -     -     22,391 
  Municipal bonds  -     31,534    -     31,534 
  Asset-backed securities         
   Senior debt   -     1,273   19,159   20,432 
   Mezzanine debt  -     -  9,518   9,518 
 Total investments in securities   635,197   95,541   49,802   780,540 
 Investments in private investment companies         
  Value   -     72,424   -     72,424 
  Growth         
   North America  -     53,909   -     53,909 
   Asia  -     -     1,191   1,191 
  Merger arbitrage         
   North America   -     -     23,339   23,339 
   Europe   -      1,460    -      1,460 
  Private equity   -      -      38,223   38,223 
 Total investments in private investment    
    companies   -     127,793   62,753   190,546 
 Derivative contracts         
  Interest rate swaps  -     60,439   -     60,439 
  Warrants   -      45,193    1,879    47,072 
  Total return swaps  -     30,111   1,396   31,507 
  Call options   23,807   -     -     23,807 
  Put options  2,159   -     -     2,159 
  Credit default swaps  -  4,189  -  4.189
  Forward contracts  -  3,910  -  3,910
 Gross total   25,966  143,842  3,275  173,083
 Less: Master netting arrangements  -  (8,099)  -  (8,099)
 Total derivative contracts   25,966    135,743    3,275   164,984 
 Securities purchased under agreements to resell   -      12,450    -      12,450 
 Cash equivalents   3,567   -     -     3,567  
     $  664,730  $  371,527  $  115,830  $  1,152,087 

Level 1 Level 2 Level 3 Total

NOTES TO FINANCIAL STATEMENTS
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The following table presents information about the Fund’s liabilities measured at fair value as of December 31, 20XX (in thousands): 

2. Fair value measurements (continued)

Liabilities (at fair value)         

 

 Securities sold short         

  Common stocks 

     United States $  402,260  $  -  $  -    $  402,260

     United Kingdom

        Banking  27,275  4,653  -  31,928

        Other   81,046  -  -  81,046

  Preferred stocks   34,194    1,003    -     35,197

 Total securities sold short   544,775    5,656    -     550,431 

 Derivative contracts         

  Credit default swaps   -      28,028    1,838    29,866 

  Total return swaps   -      24,660    -      24,660

  Interest rate swaps   -      23,112    -      23,112

  Contracts for differences   -      22,384    -     22,384

  Forward contracts   -      25,982    -     25,982 

  Futures contracts   21,879    -      -      21,879 

  Call options   9,960    -      -      9,960 

  Put options   5,691    -      -      5,691 

 Gross total  37,530  124,166  1,838  163,534

 Less: Master netting arrangements  -  (8,099)  -  (8,099)

 Total derivative contracts   37,530    116,067    1,838    155,435 

            

    $  582,305  $  121,723  $  1,838  $  705,866 

Level 1 Level 2 Level 3 Total
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Transfers into and out of each level of the fair value hierarchy for assets measured at fair value for the year ended December 31, 20XX 

(in thousands) were as follows: 

2. Fair value measurements (continued)

Assets (at fair value)             

     

 Investments in securities             

  Common stocks $  39,019  $  (8,412) $  8,412  $  (39,019) $  -    $  -   

  Preferred stocks  10,438    -      -      (10,438)   -      -   

  Exchange-traded funds   -      -      -      -      -      -   

  Private preferred stocks   -      -      -      -      -      -   

  Corporate bonds   -      -      1,926    (4,510)   4,510    (1,926)

  Government bonds   -      -      -      -      -      -   

  Municipal bonds   -      -      -      -      -      -   

  Asset-backed securities   -      -      -      -      -      -   

 Total investments in securities  49,457    (8,412)   10,338    (53,967)  4,510    (1,926)

  

 Investments in private  

  investment companies   -      -      67,895    -      -      (67,895)

                

 Derivative contracts             

  Interest rate swaps   -      -      -      -      -      -   

  Warrants   -      -      6,616    (1,467)   1,467    (6,616)

  Total return swaps   -      -      -      -      -      -   

  Call options   -      -      -      -      -      -   

  Put options   -      -      -      -      -      -   

 Total derivative contracts   -      -      6,616    (1,467)   1,467    (6,616)

                

 Securities purchased under

   agreement to resell   -      -      -      -      -      -   

                

    $  49,457  $  (8,412) $  84,849  $  (55,434) $  5,977  $  (76,437)

Transfers 
into

Level 1

Transfers 
into

Level 2

Transfers 
into

Level 3

Transfers 
(out) of
Level 1

Transfers 
(out) of
Level 2

Transfers 
(out) of
Level 3
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Transfers into and out of each level of the fair value hierarchy for liabilities measured at fair value for the year ended December 31, 20XX 

(in thousands) were as follows: 

All transfers are recognized by the Fund at the beginning [end] of each reporting period.

Transfers between Levels 1 and 2 generally relate to whether a market becomes active or inactive.  Transfers between Levels 2 and 3 generally relate to 

whether	significant	relevant	observable	inputs	are	available	for	the	fair	value	measurements	in	their	entirety.		See	Note	1	for	additional	information	related	

to the fair value hierarchy and valuation techniques and inputs.

[For	investments	in	private	investment	companies,	replace	the	second	sentence	in	the	above	paragraph	with	the	following] Transfers between Levels 2 

and 3 generally relate to a change in the liquidity restrictions of the private investment companies.                                                                                   

[If	applicable]	During	the	year	ended	December	31,	20XX,	the	Fund	did	not	have	any	significant	transfers	between	any	of	the	levels	of	the	fair	value	

hierarchy.

2. Fair value measurements (continued)

Liabilities (at fair value)             

     

 Investments in securities             

  Common stocks $  -    $  -    $  -    $  -    $  -    $  -   

  Preferred stocks   -      -      -      -      -      -   

 Total investments in securities   -      -      -      -      -      -   

                

 Derivative contracts             

  Credit default swaps   -      -      -      (562)   562    -   

  Total return swaps   -      -      -      -      -      -   

  Interest rate swaps   -      -      -      -      -      -   

  Contracts for differences   -      -      -      -      -      -   

  Forward contracts   -      -      -      -      -      -   

  Futures contracts   -      -      -      -      -      -   

  Call options   -      -      -      -      -      -   

  Put options   -      -      -      -      -      -   

 Total derivative contracts   -      -      -      (562)   562    -   

                

    $  -    $  -    $  -    $  (562) $  562  $  -   

Transfers 
into

Level 1

Transfers 
into

Level 2

Transfers 
into

Level 3

Transfers 
(out) of
Level 1

Transfers 
(out) of
Level 2

Transfers 
(out) of
Level 3
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Fair value measurements (continued)

The following tables present additional information about Level 3 assets and liabilities measured at fair value.  Both observable and unobservable inputs may be used to 
determine	the	fair	value	of	positions	that	the	Fund	has	classified	within	the	Level	3	category.		As	a	result,	the	unrealized	gains	and	losses	for	assets	and	liabilities	within	the	
Level 3 category may include changes in fair value that were attributable to both observable and unobservable inputs.  Changes in Level 3 assets measured at fair value for 
the year ended December 31, 20XX (in thousands) were as follows:

Assets (at fair value)

 Investments in securities
  Common stocks  $  -  $ -  $ -  $ -  $  -  $ -  $  -  $  -  $  -
  Preferred stocks   -   -   -   -   -   -   -   -   -
  Exchange-traded funds   -   -   -   -   -   -   -   -   -
  Private preferred stocks   -   (1,459)   20,000   -   -   -   -   18,541   (1,459)
  Corporate bonds   -   -   -   -   -   4,510   (1,926)   2,584   547
  Government bonds   -   -   -   -   -   -   -   -   -
  Municipal bonds   -   -   -   -   -   -   -   -   -
  Asset-backed securities   17,319   34,910   2,451   (26,003)   -   -   -   28,677   12,481

 Total investments in securities   17,319   33,451   22,451   (26,003)   -   4,510   (1,926)   49,802   11,569 
 

 Investments in private investment   
  companies  109,672   (9,024)   34,000   (4,000)   -   -   (67,895)   62,753   1,391

 Derivative contracts
  Interest rate swaps   -   -   -   -   -   -   -   -   -
  Warrants   2,934   4,094   -   -   -   1,467   (6,616)   1,879   (562)
  Total return swaps   5,190   (41,209)   -   -   37,415   -   -   1,396   (1,834)
  Call options   -   -   -   -   -   -   -   -   -
  Put options   -   -   -   -   -   -   -   -   -

 Total derivative contracts   8,124   (37,115)  -   -   37,415   1,467   (6,616)   3,275  (2,396)

 

 Securities purchased under  
  agreement to resell  -   -   -   -   -   -   -   -   -

   $  135,115  $  (12,688) $  56,451  $  (30,003)  $  37,415  $  5,977  $  (76,437)  $  115,830 $  10,564

Beginning
Balance

January 1,
20XX Settlements Purchases 

Transfers
(Out) of
Level 3

Realized and
Unrealized

Gains
(Losses) (a)

Transfers
Into

Level 3Sales

Ending
Balance

December 
31, 20XX

Change in
Unrealized

Gains 
(Losses) for 
Investments 
still held at
December
31, 20XX (b)
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Changes in Level 3 liabilities measured at fair value for the year ended December 31, 20XX (in thousands) were as follows: 

(a) Realized and unrealized gains and losses are all included in net gain (loss) on investments in the statement of operations.

(b)	The	change	in	unrealized	gains	(losses)	for	the	year	ended	December	31,	20XX	for	investments	still	held	at	December	31,	20XX	are	reflected	in	the	net	change	in	unrealized	appreciation	or	

depreciation on securities, net change in unrealized appreciation or depreciation on private investment companies, and net gain (loss) from derivative contracts in the statement of operations.

2. Fair value measurements (continued)
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Liabilities (at fair value)

 Securities sold short           

    Common stocks 

     United States                              $             -     $              -    $             -       $            -         $            -         $             -       $             -        $             -     $           - 

       United Kingdom 

        Banking -                     -                   -                      -                       -                       -                      -                        -        -

        Other  -                     -                   -                      -                       -                       -                      -                        -        -

  Preferred stocks -                     -                   -                      -                       -                       -                      -                        -        -

 Total securities sold short -                     -                   -                      -                       -                       -                      -                        -        -

 Derivative contracts           

           Credit default swaps                               8,719       (7,443) -                      -                        -                   562                      -               1,838  (418) 

           Total return swaps                                         -                      -                   -                      -                       -                       -                       -                       - - 

          Interest rate swaps                                        -                      -                   -                      -                       -                       -                       -                       - -

           Contracts for differences                               -                      -                   -                      -                       -                       -                       -                       - -

           Forward contracts                                         -                      -                   -                      -                       -                       -                       -                       -                   -  

    Futures contracts                                          -                      -                   -                      -                       -                       -                       -                       -      -

    Call options                                                   -                      -                   -                      -                       -                       -                       -                       -      -

    Put options                                                   -                      -                   -                      -                       -                       -                       -                       -                    -

 Total derivative contracts                          8,719            (7,443)                    -                      -                      -                   562                       -               1,838              (418)

                                                                 $     8,719 $    (7,443)    $             -       $             -        $             -        $         562       $             -        $     1,838       $       (418)

Beginning
Balance

January 1,
20XX Settlements Purchases 

Transfers
(Out) of
Level 3

Realized and
Unrealized

Gains
(Losses) (a)

Transfers
Into

Level 3Sales
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Balance
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31, 20XX

Change in
Unrealized

Gains 
(Losses) for 
Investments 
still held at
December
31, 20XX (b)
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3. Investments in private 
investment companies 

[See Appendix B for additional disclosures 

required if the Fund invests in private 

investment	companies.]

4.	Due	from/to	brokers

Amounts due from brokers may be 

restricted to the extent that they serve as 

deposits for securities sold short. 

Amounts due to brokers represent margin 

borrowings that are collateralized by 

certain marketable securities.

In the normal course of business, 

substantially all of the Fund’s securities 

transactions, money balances, and 

security positions are transacted with the 

Fund’s brokers, Prime Broker 1, LLC and 

Prime Broker 2, Ltd.  The Fund is subject 

to credit risk to the extent any broker with 

which it conducts business is unable to 

fulfill	contractual	obligations	on	its	behalf.		

The Fund’s management monitors the 

financial	condition	of	such	brokers	and	

does not anticipate any losses from 

these counterparties.

5. Derivative contracts

In the normal course of business, the Fund 

utilizes derivative contracts in connection 

with its proprietary trading activities.  

Investments in derivative contracts are 

subject to additional risks that can result in 

a loss of all or part of an investment.  The 

Fund’s derivative activities and exposure 

to	derivative	contracts	are	classified	by	the	

following primary underlying risks: interest 

rate, credit, foreign currency exchange 

rate, commodity price, and equity price 

risks.  In addition to its primary underlying 

risks, the Fund is also subject to additional 

counterparty risk due to inability of its 

counterparties to meet the terms of 

their contracts.  

Forward Contracts

The Fund enters into forward contracts 

to hedge itself against foreign currency 

exchange rate risk for its foreign currency 

denominated assets and liabilities due 

to	adverse	foreign	currency	fluctuations	

against the U.S. dollar, and to manage the 

price risk associated with its commodity 

portfolio positions. 

Forward currency and commodity 

transactions are contracts or agreements 

for	delayed	delivery	of	specific	currencies	

and commodities in which the seller 

agrees	to	make	delivery	at	a	specified	

future	date	of	specified	currencies	

and commodities.  Risks associated 

with forward currency and commodity 

contracts are the inability of counterparties 

to meet the terms of their respective 

contracts and movements in fair value and 

exchange rates. 

Futures Contracts

The Fund may use futures contracts 

to gain exposure to, or hedge against, 

changes in the value of equities and 

commodities, interest rates or foreign 

currencies.  A futures contract represents 

a commitment for the future purchase or 

sale	of	an	asset	at	a	specified	price	on	a	

specified	date.

The purchase and sale of futures contracts 

requires margin deposits with a Futures 

Commission Merchant (“FCM”) equal to a 

certain percentage of the contract amount.  

Subsequent payments (variation margin) 

are made or received by the Fund each 

day,	depending	on	the	daily	fluctuations	

in the value of the contract.  The Fund 

recognizes a gain or loss equal to the 

daily variation margin.  Futures contracts 

may reduce the Fund’s exposure to 

counterparty risk since futures contracts 

are exchange-traded; and the exchange’s 

clearinghouse, as the counterparty to all 

exchange-traded futures, guarantees the 

futures against default.
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5. Derivative contracts    
(continued) 

Futures Contracts (continued)

The Commodity Exchange Act requires 

an FCM to segregate all customer 

transactions and assets from the FCM’s 

proprietary activities.  A customer’s cash 

and other equity deposited with an FCM 

are considered commingled with all other 

customer funds subject to the FCM’s 

segregation requirements.  In the event 

of an FCM’s insolvency, recovery may 

be limited to the Fund’s pro rata share 

of segregated customer funds available.  

It is possible that the recovery amount 

could be less than the total of cash and 

other equity deposited.

Swap Contracts  

The Fund enters into various swap 

contracts (or “swaps”), including interest 

rate swaps, total return swaps, and credit 

default swaps, as part of its investment 

strategies, to hedge against unfavorable 

changes in the value of investments, and 

to protect against adverse movements 

in interest rates or credit performance 

with counterparties.  Generally, a swap 

contract is an agreement that obligates 

two parties to exchange a series of cash 

flows	at	specified	intervals	based	upon	

or calculated by reference to changes in 

specified	prices	or	rates	for	a	specified	

notional amount of the underlying assets. 

The	payment	flows	are	usually	netted	

against each other, with the difference 

being paid by one party to the other.

During the term of the swap contract, 

changes in value are recognized as 

unrealized gains or losses by marking 

the contracts at fair value.  Additionally, 

the Fund records a realized gain (loss) 

when a swap contract is terminated and 

when periodic payments are received or 

made at the end of each measurement 

period.  In addition to realized gains 

(losses) and the change in unrealized 

gains (losses), periodic interest expense 

and/or	income	is	also	reflected	in	net	

gain (loss) from derivative contracts in 

the statement of operations. 

The fair value of open swaps reported in 

the	statement	of	financial	condition	may	

differ from that which would be realized in 

the event the Fund terminated its position 

in the contract.  Risks may arise as a 

result of the failure of the counterparty 

to the swap contract to comply with the 

terms of the swap contract. The loss 

incurred by the failure of a counterparty 

is generally limited to the aggregate fair 

value of swap contracts in an unrealized 

gain position, as well as any collateral 

posted with the counterparty.  The risk 

is mitigated by having a master netting 

arrangement between the Fund and 

the counterparty and by the posting 

of collateral by the counterparty to the 

Fund to cover the Fund’s exposure 

to the counterparty.  Therefore, the 

Fund considers the creditworthiness 

of each counterparty to a swap 

contract in evaluating potential credit 

risk.  Additionally, risks may arise from 

unanticipated movements in the fair value 

of the underlying investments.

Interest Rate Swaps

The Fund is exposed to interest rate risk 

when there is an unfavorable change in 

the value of investments as a result of 

adverse movements in the market interest 

rates.  The Fund enters into interest rate 

swap contracts to protect against such 

adverse movements in the interest rates.

Interest rate swaps are contracts whereby 

counterparties exchange different 

rates	of	interest	on	a	specified	notional	

amount	for	a	specified	period	of	time.		

The	payment	flows	are	usually	netted	

against each other, with the difference 

being paid by one party to the other.  

The Fund’s interest rate swap contracts 

are scheduled to terminate from 20XX 

through 20XX. 
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5. Derivative contracts    
(continued) 

Swap Contracts (continued)

Total Return Swaps

The Fund is subject to equity price risk 

in the normal course of pursuing its 

investment objectives.  The Fund may 

enter into total return swaps either to 

manage its exposure to the market or 

certain sectors of the market, or to create 

exposure to certain equities to which it is 

otherwise not exposed.  

Total return swap contracts involve the 

exchange by the Fund and a counterparty 

of their respective commitments to pay 

or receive a net amount based on the 

change in the fair value of a particular 

security	or	index	and	a	specified	notional	

amount.  The Fund’s total return swap 

contracts are scheduled to terminate 

from 20XX through 20XX. 

Credit Default Swaps

The Fund is subject to credit risk in the 

normal course of pursuing its investment 

objectives.  The Fund may enter into 

credit default swaps to manage its 

exposure to the market or certain sectors 

of the market, to reduce its risk exposure 

to defaults of corporate and sovereign 

issuers, or to create exposure to 

corporate or sovereign issuers to which it 

is not otherwise exposed.

Credit default swap contracts involve an 

arrangement between the Fund and a 

counterparty which allows the Fund to 

protect against losses incurred as a result 

of	default	by	a	specified	reference	entity.		

Generally, the Fund pays or receives a 

premium upfront and continues to pay 

periodic interest payments while the 

counterparty agrees to make a payment 

to compensate the Fund for losses upon 

the	occurrence	of	a	specified	credit	event.

[See Appendix F for additional disclosures 

if	the	Fund	is	selling	credit	protection.]

The Fund’s credit default swap contracts 

are scheduled to terminate from 20XX 

through 20XX.

Options

The Fund is subject to equity and 

commodity price risk, and foreign 

currency exchange rate risk in the 

normal course of pursuing its investment 

objectives.  The Fund may enter into 

options to speculate on the price 

movements	of	the	financial	instrument,	

commodity, or currency underlying 

the option, or for use as an economic 

hedge against certain positions held in 

the Fund’s portfolio holdings.  Option 

contracts purchased give the Fund 

the right, but not the obligation, to buy 

or	sell	within	a	limited	time,	a	financial	

instrument, commodity or currency at a 

contracted price that may also be settled 

in cash, based on differentials between 

specified	indices	or	prices.

Options written obligate the Fund to buy 

or	sell	within	a	limited	time,	a	financial	

instrument, commodity or currency at a 

contracted price that may also be settled 

in cash, based on differentials between 

specified	indices	or	prices.		When	the	

Fund writes an option, an amount equal 

to the premium received by the Fund is 

recorded as a liability and is subsequently 

adjusted to the current fair value of the 

option written.  Options written by the 

Fund may expose the Fund to market risk 

of	an	unfavorable	change	in	the	financial	

instrument underlying the written option.
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5. Derivative contracts    
(continued) 

Options (continued)

For some OTC options, the Fund may 

be exposed to counterparty risk from 

the potential that a seller of an option 

contract does not sell or purchase 

the underlying asset as agreed under 

the terms of the option contract.  The 

maximum risk of loss from counterparty 

risk to the Fund is the fair value of the 

contracts and the premiums paid to 

purchase its open option contracts.  In 

these instances, the Fund considers 

the credit risk of the intermediary 

counterparty to its option transactions in 

evaluating potential credit risk.

Warrants

The Fund may purchase warrants in the 

normal course of pursuing its investment 

objectives or may receive warrants 

from its portfolio companies upon an 

investment in the debt or equity of a 

portfolio company.  The warrants provide 

the Fund with exposure and potential 

gains upon equity appreciation of the 

portfolio company’s share price.

The value of a warrant has two 

components: time value and intrinsic 

value.  A warrant has a limited life and 

expires on a certain date.  As time to the 

expiration date of a warrant approaches, 

the time value of a warrant will decline.  

In addition, if the stock underlying the 

warrant declines in price, the intrinsic value 

of an “in the money” warrant will decline.  

Further, if the price of the stock underlying 

the warrant does not exceed the strike 

price of the warrant on the expiration date, 

the warrant will expire worthless.  As a 

result, there is the potential for the Fund to 

lose its entire investment in a warrant.

The Fund is exposed to counterparty 

risk from the potential failure of an 

issuer of warrants to settle its exercised 

warrants.  The maximum risk of loss 

from counterparty risk to the Fund is 

the fair value of the contracts and the 

purchase price of the warrants.  The Fund 

considers the effects of counterparty 

risk when determining the fair value of its 

investments in warrants.

Contracts for Differences

The Fund enters into contracts for 

differences	arrangements	with	a	financial	

institution.  Contracts for differences 

arrangements involve an agreement by 

the Fund and a counterparty to exchange 

the difference between the opening and 

closing price of the position underlying 

the contract, which is generally an equity 

position.  Therefore, amounts required for 

the future satisfaction of the contracts for 

differences may be greater or less than 

the amount recorded. 

Credit-Risk-Related Contingent 
Features 

The Fund’s derivative contracts are 

subject to International Swaps and 

Derivatives Association (“ISDA”) Master 

Agreements which contain certain 

covenants and other provisions that may 

require the Fund to post collateral on 

derivatives if the Fund is in a net liability 

position with its counterparties exceeding 

certain amounts.  

[If	applicable] The aggregate fair value 

of all derivative instruments with credit-

risk-related contingent features that are 

in a net liability position at December 

31, 20XX is $2,389,000 for which the 

Fund has posted $900,000 as collateral 

in the normal course of business.  If the 

credit-risk-related contingent features 

underlying these agreements were 

triggered as of December 31, 20XX, the 

Fund would have been required to post 

additional collateral of $1,489,000 to its 

counterparties.  

Additionally, counterparties may 

immediately terminate these agreements 

and the related derivative contracts if 

the	Fund	fails	to	maintain	sufficient	asset	

coverage for its contracts, or its net 

assets decline by stated percentages or 

amounts.  [If	applicable]	As of December 

31, 20XX, the termination values of these 

derivative contracts were approximately 

$30,000 less than their fair values. 

[If Fund is selling credit protection via 

credit default swaps, add the following 

paragraph.]

In	the	event	that	certain	specified	credit	

events occur, the maximum potential 

amount of future undiscounted payments 

that the Fund would be required to pay 

under its credit default swaps sold would 

be $XXX,XXX at December 31, 20XX. 

However, if the Fund was required to 

make payments under its credit default 

swaps sold, it would be entitled to 

certain assets owned by the entities that 

collateralize the reference obligations. 

The Fund cannot reasonably estimate 

the value of the recourse provisions of 

such contracts. The assumed value of 

the assets may diminish materially and 

such assets may not be recovered under 

certain circumstances.

Rothstein Kass  28



DOMESTIC FUND, L.P.

Pro Forma  29

NOTES TO FINANCIAL STATEMENTS

5. Derivative contracts (continued)

Volume of Derivative Activities

At December 31, 20XX, the volume of the Fund’s derivative activities based on their notional amounts(a) and number of contracts, 

categorized by primary underlying risk, are as follows:

[Consider calculating and disclosing average notional amounts and number of contracts when year-end amounts are not indicative 

of	the	overall	volume	throughout	the	year	and/or	there	are	no	derivatives	held	as	of	year-end	but	there	is	material	net	gain	(loss)	from	

derivatives	for	the	year.]	

(notional amounts in thousands)

(a) [If	applicable] Notional amounts are presented net of identical offsetting derivative contracts.

(b) Notional amounts presented for options and warrants are based on the fair value of the underlying shares as if the options and warrants were 

exercised at December 31, 20XX.

Interest rate

 Interest rate swaps  $  341,000  6  $  234,000 3

     

Foreign currency exchange rate

 Forward contracts   1,910,001  15   941,044  12

     

Equity price

 Total return swaps   45,190  2   19,840  5

 Futures contracts   44,900  25   -  -

 Options (b)   134,910  22   51,019  15

 Warrants (b)   241,049  32   -  -

 Contracts for differences   42,931  4   19,831  5

     508,980  85   90,690  25

Commodity price

 Futures contracts   -  -   1 ,839  10

     

Credit

 Purchased protection:

  Credit default swaps   -  -   140,000  34

 Written protection:

  Credit default swaps   -  -   -  -

     -  -   140,000  34

Other risks    -  -   -  -

    $  2,759,981  106  $  1,407,573  84

Primary underlying risk
Notional
amounts

Long exposure Short exposure

Number
of contracts

Notional
amounts

Number
of contracts
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5. Derivative contracts (continued) 

Impact of Derivatives on the Statement of Financial Condition and Statement of Operations

The	following	table	identifies	the	fair	value	amounts	of	derivative	instruments	included	in	the	statement	of	financial	condition	as	

derivative contracts, categorized by primary underlying risk, at December 31, 20XX.  Balances are presented on a gross basis, 

prior to the application of the impact of counterparty and collateral netting.  Total derivative assets and liabilities are adjusted on an 

aggregate basis to take into consideration the effects of master netting arrangements and have been adjusted by the application of cash 

collateral	receivables	and	payables	with	its	counterparties.		The	following	table	also	identifies	the	net	gain	and	loss	amounts	included	

in the statement of operations as net gain (loss) from derivative contracts, categorized by primary underlying risk, for the year ended 

December 31, 20XX.

Interest rate

 Interest rate swaps  $  60,439  $  23,112  $  44,931

     

Foreign currency exchange rate

 Forward contracts   3,910   25,982   (19,831)

     

Equity price

 Total return swaps   31,507   24,660   3,810

 Futures contracts   -   21,645   (3,391)

 Options    25,966   15,651   39,100

 Warrants   47,072   -   10,003

 Contracts for differences   -   22,384   (35,824)

     104,545   84,340   13,698

Commodity price

 Futures contracts   -   234   (234)

     

Credit

 Purchased protection:

  Credit default swaps   4,189   29,866   (23,910)

 Written protection:

  Credit default swaps   -   -   -

     4,189   29,866   (23,910)

Other risks    -   -   -

Gross total    173,083   163,534   14,654

Add:	Counterparty	receivable/payable		 	 -		 	 -	 	 -

Less: Master netting arrangements   (8,099)   (8,099)  -

Less: Cash collateral applied   -   -  -

Total    $  164,984  $  155,435  $  14,654

Primary underlying risk
Derivative

assets
Derivative
liabilities

Amount of
gain (loss)
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6. Securities purchased 
under agreements to 
resell and securities sold 
under agreements to 
repurchase

Transactions involving purchases of 

securities under agreements to resell 

and securities sold under agreements to 

repurchase are treated as collateralized 

financial	transactions,	and	are	recorded	

at their contracted resell or repurchase 

amounts.  In addition, interest on both 

types of transactions is included in 

interest receivable and interest 

payable, respectively.

In connection with transactions in 

agreements to resell, it is the Fund’s 

policy that its custodian take possession 

of the underlying collateral securities, the 

fair value of which exceeds the principal 

amount of the agreements to resell, 

including accrued interest, at all times. 

At December 31, 20XX, securities with a 

fair value of approximately $12,450,000 

were received as collateral for securities 

purchased under agreements to resell. 

If the counterparty defaults under 

agreements to resell, and the fair value of 

the collateral declines, the realization of 

the collateral by the Fund may be delayed 

or limited.

At December 31, 20XX, securities with 

a fair value of approximately $9,940,000, 

which are included in investments in 

securities	in	the	statement	of	financial	

condition, were pledged to collateralize 

securities sold under agreements  

to repurchase.

7. Securities lending 
agreements

The Fund has entered into securities 

lending agreements with its prime 

brokers.  From time to time, the prime 

brokers lend securities on the Fund’s 

behalf.  The prime brokers receive and 

hold cash collateral from the borrowers 

and invest it on behalf of the Fund in 

accordance with the agreements.  As of 

December 31, 20XX, securities with a fair 

value of $1,845,000 were loaned.  [Or, 

if	applicable] As of December 31, 20XX, 

there were no securities loaned.

8. Securities sold short

The Fund is subject to certain inherent 

risks arising from its investing activities of 

selling securities short.  The ultimate cost 

to the Fund to acquire these securities 

may	exceed	the	liability	reflected	in	these	

financial	statements.		The	Fund	is	not	

exposed to this risk to the extent it holds 

offsetting long positions which have a fair 

value of approximately $110,284,000 at 

December 31, 20XX.

9. Concentration of 
credit risk

In the normal course of business, the 

Fund maintains its cash balances in 

financial	institutions,	which	at	times	may	

exceed federally insured limits.  The Fund 

is subject to credit risk to the extent any 

financial	institution	with	which	it	conducts	

business	is	unable	to	fulfill	contractual	

obligations on its behalf.  Management 

monitors	the	financial	condition	 

of	such	financial	institutions	and	 

does not anticipate any losses from  

these counterparties.
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10. Partners’ capital

In accordance with the limited partnership 

agreement	(the	“Agreement”),	profits	

and losses of the Fund are allocated to 

partners according to their respective 

interests in the Fund.  Subject to certain 

limitations, generally XX% of the net 

profits	allocated	to	the	limited	partners	

are reallocated to the General Partner.

Limited partners have redemption rights 

which contain certain restrictions with 

respect to rights of withdrawal from the 

Fund	as	specified	in	the	Agreement.	

The early redemption fee represents 

the amount charged to limited partners 

withdrawing capital prior to expiration of 

their agreed upon lock-up period.  Refer 

to the Agreement for more information.

Advance capital contributions represent 

amounts owed to limited partners for 

cash received prior to the effective date 

of such contributions.

Capital withdrawals payable represent 

amounts due to partners based on 

withdrawals effective through 

December 31, 20XX.

11. Related party 
transactions

The Fund pays the General Partner a 

management fee, calculated and payable 

quarterly in advance, equal to X.XX% of 

the Fund’s net asset value determined as 

of the beginning of each calendar quarter.

“Due to related parties” represents 

amounts payable to the General Partner 

for expenses paid on behalf of the Fund.

Certain	limited	partners	are	affiliated	with	

the General Partner. The aggregate value 

of	the	affiliated	limited	partners’	share	of	

partners’ capital at December 31, 20XX is 

approximately $58,892,000.

Certain limited partners have special 

management fee arrangements, 

performance arrangements, or 

redemption rights as provided for in the 

Agreement.

[If	applicable]	During 20XX, the Fund 

entered into purchase and sale 

transactions	with	an	affiliated	entity	which	

is also managed by the General Partner. 

Total purchases and sales at fair value of 

approximately $8,481,000 were made 

with this related party.  Transactions 

with related parties resulted in net gains 

(losses) of $13,000 and are included 

in net gain (loss) on investments in the 

statement of operations. The terms, 

conditions and execution of each such 

purchase and sale were on an arm’s-

length basis.

[If applicable]	The	General	Partner	

generally allocates investments between 

the Fund and other entities for which 

it serves as the General Partner on a 

pro rata basis based on assets under 

management.  In order to maintain 

pro rata allocations, the Fund may sell 

securities to, or purchase securities from, 

these other entities.  Such transactions 

are generally executed at the closing 

price on the date prior to the trade date, 

or, in the case of restricted yet tradable 

securities, at fair value as determined by 

the General Partner.

[If	applicable] Additionally, the Fund may 

co-invest with other entities with the 

same General Partner as the Fund.



DOMESTIC FUND, L.P.

Pro Forma  33

DOMESTIC FUND, L.P. NOTES TO FINANCIAL STATEMENTS

13. Financial highlights

Financial highlights for the year ended December 31, 20XX are as follows:

 Total return 

  Total return before reallocation to General Partner 25.4 % 

  Reallocation to General Partner                                                                              (4.4) 

  Total return after reallocation to General Partner 21.0 %

 Ratio to average limited partners’ capital

  Expenses (including interest and dividends) 2.9 %

  Reallocation to General Partner 5.0

  

   Expenses and reallocation to General Partner 7.9 %

   Net investment income (loss) (0.9) %

12. Administrative fee

Administrator Fund Services Ltd. (the 

“Administrator”) serves as the Fund’s 

administrator and performs certain 

administrative and clerical services on 

behalf of the Fund.	[If	applicable] The 

Administrator	is	also	affiliated	with	a	

broker through which the Fund transacts 

operations. At December 31, 20XX, there 

is a balance of approximately $1,481,000 

due	from/to	this	broker.	[If	applicable] 

At December 31, 20XX, cash balances in 

the amount of approximately $193,000 are 

held	by	an	affiliate	of	the	Administrator.

Financial highlights are calculated for the limited partner class taken as a whole.  An individual limited partner’s return and ratios 

may	vary	based	on	participation	in	new	issues,	private	investments,	different	performance	and/or	management	fee	arrangements,	

and	the	timing	of	capital	transactions.		The	net	investment	income	(loss)	ratio	does	not	reflect	the	effects	of	the	reallocation	to	the	

General Partner.

[If	applicable,	for	investments	in	private	investment	companies]	The	net	investment	income	(loss)	ratio	does	not	reflect	the	income	and	

expenses incurred by the underlying private investment companies.

[For	periods	greater	than	or	less	than	one	year] The ratios, excluding nonrecurring expenses and the reallocation to the General Partner, 

have been annualized.
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14. Subsequent events

[If	applicable] From January 1, 20XX 

through	[month,	date,	year],	the	Fund	

accepted additional capital contributions 

of approximately $79,500,000 (of which 

approximately $1,000,000 is included 

in advance capital contributions as of 

December 31, 20XX) and had additional 

capital withdrawals of approximately 

$32,495,000.

[If	applicable] In addition, as of [month, 

date,	year],	the	Fund	has	received	limited	

partner withdrawal requests that are 

anticipated to be effective on June 30, 

20XX. The limited partner interests for 

these requests were approximately 8.2% 

of the partners’ capital of the Fund as 

of December 31, 20XX.  The ultimate 

amounts withdrawn for these requests 

may vary based upon the performance of 

the Fund and the amount of withdrawals 

declared effective by the Fund and its 

limited partners.

[If	applicable] From January 1, 20XX 

through	[month,	date,	year],	the	

Fund made additional investments of 

approximately $57,000,000 in private 

investment companies and received 

additional redemptions from private 

investment companies of approximately 

$34,329,000.
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See accompanying notes to financial statements.

Assets

Investments in securities, at fair value (cost $662,033,000) $ 780,540,000

Investments in private investment companies, at fair value (cost $184,491,000)  190,546,000

Derivative contracts, at fair value  164,984,000

Securities purchased under agreements to resell, at fair value (cost $12,983,000)  12,450,000

Due from brokers  43,182,000

Cash denominated in foreign currencies (cost $692,000)  543,000

Cash and cash equivalents  8,432,000

Due from related parties  57,000

Dividends and interest receivable  985,000

Other assets   218,000

 Total assets  1,201,937,000

Liabilities

Securities sold short, at fair value (proceeds $583,633,000)  550,431,000

Derivative contracts, at fair value  155,435,000

Payable for securities sold under agreements to repurchase  10,000,000

Due to brokers  18,432,000

Advance subscriptions  1,000,000

Performance fee payable  18,239,000

Management fee payable  930,000

Deferred performance and management fees  26,483,000

Dividends and interest payable  598,000

Loans payable  100,000

Due to related parties  150,000

Redemptions payable  5,879,000

Accrued expenses and other liabilities  95,000

 Total liabilities  787,772,000

Net assets  $ 414,165,000

STATEMENT OF ASSETS AND LIABILITIES

December 31, 20XX (Expressed in United States Dollars)
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See accompanying notes to financial statements.

      

  

Investment income   

 Interest  $ 4,039,000  

 Dividends (net of foreign and U.S. withholding taxes of $218,000)  2,039,000  

 Other income  456,000  

  Total investment income  6,534,000 

Expenses    

 Interest and dividends  1,668,000  

 Performance fee  18,239,000  

 Management fee  7,540,000  

 Appreciation (depreciation) attributable to deferred fees  5,341,000  

 Administrative fee  248,000  

 Professional fees and other  356,000  

  Total expenses  33,392,000 

Net investment income (loss)  (26,858,000)

Realized and unrealized gain (loss) on investments   

 Net realized gain (loss) on securities and foreign currency transactions  25,765,000  

 Net realized gain (loss) on private investment companies  3,419,000  

 Net change in unrealized appreciation or depreciation on securities and foreign   

  currency transactions  63,835,000  

 Net change in unrealized appreciation or depreciation on private investment companies  (4,552,000) 

 Net gain (loss) from derivative contracts  14,654,000 

Net gain (loss) on investments  103,121,000  

 

Net change in net assets resulting from operations $ 76,263,000 

STATEMENT OF OPERATIONS

Year Ended December 31, 20XX      (Expressed in United States Dollars)
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Operations    

 Net investment income (loss) $ (26,858,000)

 Net realized gain (loss) on securities and foreign currency transactions  25,765,000 

 Net realized gain (loss) on private investment companies  3,419,000 

 Net change in unrealized appreciation or depreciation on securities and foreign   

  currency transactions  63,835,000 

 Net change in unrealized appreciation or depreciation on private investment companies  (4,552,000)

 Net gain (loss) from derivative contracts  14,654,000 

  Net change in net assets resulting from operations  76,263,000 

      

Capital share transactions   

 Issuance of shares  45,000,000 

 Redemption of shares  (35,672,000)

  Net change in net assets resulting from capital share transactions  9,328,000 

   

Net change in net assets  85,591,000 

Net assets, beginning of year  328,574,000 

      

Net assets, end of year $ 414,165,000 

STATEMENT OF CHANGES IN NET ASSETS

Year Ended December 31, 20XX      (Expressed in United States Dollars)

Pro Forma  3



OFFSHORE FUND, LTD.

See accompanying notes to financial statements.

[See	Appendix	A	for	the	alternative	“net	method”	of	presenting	operating	cash	flows.]

Cash	flows	from	operating	activities

 Net change in net assets resulting from operations $ 76,263,000

 Adjustments to reconcile net change in net assets resulting

  from operations to net cash provided by (used in) operating activities:

   Net realized (gain) loss on securities, foreign currency transactions, and

    private investment companies  (29,184,000)

   Net change in unrealized appreciation or depreciation on securities, foreign

    currency transactions, and private investment companies  (59,283,000)

   Amortization of premiums and discounts on debt securities  (145,000)

   Changes in operating assets and liabilities:

    Purchases of investments in securities  (130,009,000)

    Proceeds from sales of investments in securities  165,510,000

    Purchases of investments in private investment companies  (30,000,000)

    Proceeds from sales of investments in private investment companies  1,928,000

    Derivative contracts  80,321,000

    Securities purchased under agreements to resell  (12,450,000)

    Due from brokers  (17,817,000)

    Due from related parties      (143,000)

    Dividends and interest receivable  (407,000)

    Other assets  (42,000)

    Proceeds from securities sold short  54,678,000

    Payments to cover securities sold short  (159,685,000)

    Payable for securities sold under agreements to repurchase  10,000,000

    Due to brokers  (15,000,000)

    Performance fees payable  18,000,000

    Management fees payable  359,000 

    Deferred performance and management fees  5,341,000

    Dividends and interest payable  148,000

    Due to related parties  100,000

    Accrued expenses and other liabilities  39,000

Net cash provided by (used in) operating activities  (41,478,000)

STATEMENT OF CASH FLOWS

Year Ended December 31, 20XX      (Expressed in United States Dollars)

Rothstein Kass  4



OFFSHORE FUND, LTD.

See accompanying notes to financial statements.

Cash	flows	from	financing	activities
 Proceeds from issuance of shares, net of change in advance subscriptions $ 46,000,000

 Payments for redemption of shares, net of change in redemptions payable  (39,793,000)

 Proceeds from loans payable  2,000,000

 Repayments of loans payable  (2,500,000)

Net	cash	provided	by	(used	in)	financing	activities  5,707,000

Net change in cash and cash equivalents  (35,771,000)

Cash and cash equivalents, beginning of year  44,746,000

Cash and cash equivalents, end of year $ 8,975,000

Supplemental	disclosure	of	cash	flow	information

 Cash paid during the year for interest $ 624,000

Supplemental	disclosure	of	noncash	financing	activities

 Distribution of securities, at fair value (cost basis of $457,000)                         $  654,000

STATEMENT OF CASH FLOWS (CONTINUED)

Year Ended December 31, 20XX      (Expressed in United States Dollars)

Pro Forma  5



OFFSHORE FUND, LTD.

[See Schedule of Investments in the Domestic Fund, L.P. for illustrative schedule.  References to Partners’ Capital should be replaced 

with	Net	Assets	where	applicable.]

See accompanying notes to financial statements.

CONDENSED SCHEDULE OF INVESTMENTS

December 31, 20XX (Expressed in United States Dollars)

Rothstein Kass  6



OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies

Nature of Operations

Offshore Fund, Ltd. (the “Fund”) is an 

exempted investment company which 

was formed under the laws of the 

Cayman Islands on September XX, 

20XX.  The Fund was organized for 

the purpose of trading and investing in 

securities.  Pursuant to an investment 

management agreement, the Fund is 

managed by Investment Manager, LLC 

(the “Investment Manager”).  Refer to 

the Fund’s offering memorandum for 

more information.

Basis of Presentation

The	financial	statements	are	expressed	

in U.S. dollars and have been prepared 

in conformity with accounting principles 

generally accepted in the United States 

of America (“GAAP”) as detailed in the 

Financial Accounting Standards Board’s 

Accounting	Standards	Codification.

These	financial	statements	were	

approved by management and available 

for issuance on [month,	date,	year].  

Subsequent events have been evaluated 

through this date.

[Refer to “Nature of operations and 

summary	of	significant	accounting	policies”	

footnote in the Domestic Fund, L.P. for the 

following	captions.]

Cash Equivalents

Fair	Value	-	Definition	and	Hierarchy

 

Fair Value - Valuation Techniques 
and Inputs

Translation of Foreign Currency

Investment Transactions and 
Related Investment Income

Offsetting of Amounts Related to 
Certain Contracts

Income Taxes

[See Appendix D for alternative Income 

Taxes footnote(s) when the Fund has 

recognized a liability for unrecognized tax 

benefits.]

Under the laws of the Cayman Islands, 

the Fund is generally not subject to 

income taxes.  However, certain U.S. 

dividend income and interest income 

may be subject to a maximum 30% 

withholding tax. 	[If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The Fund is subject to income tax 

examinations by major taxing authorities 

for all tax years since its inception. 

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with the 

relevant taxing authorities.  

Based on its analysis, the Fund has 

determined that it has not incurred any 

liability	for	unrecognized	tax	benefits	as	

of December 31, 20XX.  The Fund does 

not expect that its assessment regarding 

unrecognized	tax	benefits	will	materially	

change over the next 12 months.  

However, the Fund’s conclusions may 

be subject to review and adjustment at 

a later date based on factors including, 

but not limited to, the nexus of income 

among various tax jurisdictions, 

compliance with	[if	applicable] U.S. 

federal, U.S. state and foreign tax laws, 

and changes in the administrative 

practices and precedents of the relevant 

taxing authorities.    

[Refer to “Nature of operations and  

summary	of	significant	accounting	

policies” footnote in the Domestic  

Fund, L.P.  References to partners 

should be changed to shareholders 

where applicable for the following 

captions.]

Use of Estimates

Organization Costs

Pro Forma  7



2. Fair value 
measurements
[Refer to “Fair value measurements” 

footnote	in	the	Domestic	Fund,	L.P.]

3.  Investments in private 
investment companies 
[See Appendix B for additional 

disclosures required if the Fund invests in 

private	investment	companies.]

4.	Due	from/to	brokers
[Refer	to	“Due	from/to	brokers”	footnote	

in	the	Domestic	Fund,	L.P.]	

5. Derivative contracts

[Refer to “Derivative contracts” footnote in 

the	Domestic	Fund,	L.P.]

6. Securities purchased 
under agreements to 
resell and securities sold 
under agreements to 
repurchase

[Refer to “Securities purchased under 

agreements to resell and securities 

sold under agreements to repurchase” 

footnote	in	the	Domestic	Fund,	L.P.]	

7. Securities lending 
agreements
[Refer to “Securities lending 

agreements” footnote in the Domestic 

Fund,	L.P.]	

8. Securities sold short
[Refer to “Securities sold short” footnote 

in	the	Domestic	Fund,	L.P.]	

9. Concentration of 
credit risk
[Refer to “Concentration of credit risk” 

footnote	in	the	Domestic	Fund,	L.P.]	

10. Capital share 
transactions

As of December 31, 20XX, there are 

X,XXX,XXX redeemable shares of 

$.01 par value authorized.  There are 

two classes of shares, Class A and 

Class B.  Shareholders who may be 

restricted from receiving certain types 

of income are issued Class B shares.  

All other shareholders are issued Class 

A shares.  For purposes of accounting 

for the performance fee, shares issued 

at different times are issued in series, 

a different series being issued on each 

subscription date.  Series 1 shares 

within	each	class	are	issued	on	the	first	

subscription date in each calendar year 

and the remaining series are issued on 

any other subscription dates during 

the calendar year.  After the close of 

each calendar year, all such series 

are converted into series 1 shares of 

such class unless a loss carryforward 

attributable to such other series or 

to series 1 of such class remains 

outstanding. 

OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS

Rothstein Kass  8



Class A         

 Series 1    125,000.00    131,000.00    -      (25,627.15)   230,372.85 

 Series 2    75,000.00    (75,000.00)   10,000.00    -      10,000.00 

 Series 3    56,000.00    (56,000.00)   5,000.00    -      5,000.00 

         

Class B         

 Series 1    65,000.00    -      -      (4,593.65)   60,406.35 

 Series 2    -      -      25,000.00    -      25,000.00 

 Series 3    -      -      5,000.00    -      5,000.00 

         

           

Class A         

 Series 1     $   -     $   (28,318,000)  $   287,390,000   $   1,247.50 

 Series 2      10,000,000    -      12,481,000    1,248.10 

 Series 3      5,000,000    -      5,939,000    1,187.80 

         

Class B         

 Series 1      -      (7,354,000)   72,491,000    1,200.06 

 Series 2      25,000,000    -      29,345,000    1,173.80 

 Series 3      5,000,000    -      6,519,000    1,303.80 

         

       $   45,000,000   $   (35,672,000)  $   414,165,000   

 Beginning 
Shares 

 Share 
 Transfers/ 

 Conversions 

 

Amounts 
 Issued

 Shares 
 Issued 

 Amounts  
Redeemed 

Shares   
Redeemed 

 Ending  
Net Assets 

 Ending
Shares 

 Ending  
NAV 

 Per Share 

OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS

10. Capital share transactions (continued) 

Transactions in capital shares during the period, and the shares outstanding and the net asset value (“NAV”) per share as of December 

31, 20XX, for each class and series of shares are as follows:

Pro Forma  9



10. Capital share
 transactions (continued)

Shareholders have redemption rights 

which contain certain restrictions with 

respect to rights of redemption of shares 

as	specified	in	the	offering	memorandum.		

Advance subscriptions represent 

amounts owed to shareholder for cash 

received prior to the effective date of 

such subscriptions.

Redemptions payable represent amounts 

due to shareholders based on redemption 

requests effective through December 31, 

20XX.

11. Related party 
transactions

[Refer to “Related party transactions” 

footnote in the Domestic Fund, L.P. 

References to General Partner and 

limited partners should be changed to 

Investment Manager and shareholders, 

respectively,	where	applicable.]	

12. Deferred performance 
and management fees

Prior to January 1, 2009, in accordance 

with the provisions of the deferred 

performance and management 

agreement, the Investment Manager 

was able to elect to defer receipt of 

all or a portion of the performance or 

management fees earned for a particular 

fiscal	year.		Such	amounts	are	invested	

in the same manner as the investments 

made by the Fund.  In the event of 

liquidation of the Fund, any deferred 

amount,	as	adjusted	for	the	appreciation/

depreciation on the deferred fee, has 

a priority claim over the interests of the 

shareholders of the Fund.

Cumulative deferred performance and 

management fees as of December 

31, 20XX, totaled $12,352,000 and 

cumulative net appreciation on such 

amounts totaled $14,131,000.  The net 

change in appreciation or depreciation 

attributable to deferred fees is recorded 

on a separate line item under “expenses” 

within the statement of operations.  

Distributions of 2008 and prior year 

deferred performance and management 

fees are scheduled for the period from 

20XX through 20XX.  

During the year ended December 31, 

20XX, the distribution of previously 

deferred performance and management 

fees amounted to $0.

OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS
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Significant
Unobservable

Inputs (Level 3)

Deferred performance and management fees payable at January 1, 20XX $ 21,142,000 

   

Appreciation on deferred performance and management fees for the year 

 ended December 31, 20XX   5,341,000 

   

Deferred performance and management fees paid for the year ended December 31, 20XX   -   

   

Deferred performance and management fees payable at December 31, 20XX $  26,483,000 

13. Administrative fee

[Refer to “Administrative fee” footnote in 

the	Domestic	Fund,	L.P.]

OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS

12. Deferred performance and management fees (continued)

The deferred performance and management fees payable balance as of December 31, 20XX is comprised of the following:
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14. Financial highlights

Financial highlights for the year ended December 31, 20XX are as follows:

Per share operating performance      
 Net asset value, beginning of year  $ 1,022.43   $ 980.41 

Income (loss) from investment operations:      
 Net investment income (loss)  (56.86)    (51.45) 
 Net gain (loss) on investments   281.93     271.10 

Total from investment operations   225.07    219.65 

Net asset value, end of year $ 1,247.50   $ 1,200.06 

Total return     
 Total return before performance fee  26.9 %    26.9 %
 Performance fee  (4.9)    (4.5)

Total return after performance fee   22.0 %   22.4 %
        
Ratio to average net assets      
 Expenses other than performance fee  2.3 %   2.1 %
 Performance fee  5.3    4.9 

 Total expenses   7.6    7.0 

 Less: Appreciation or depreciation attributable to      
 deferred fees  0.8     0.7 

 Total expenses excluding appreciation or       
 depreciation attributable to deferred fees  6.8 %    6.3 %
       
 Net investment income (loss)   (2.4) %    (2.2) %

Class A Shares
Series 1

Class B Shares
Series 1 

OFFSHORE FUND, LTD. NOTES TO FINANCIAL STATEMENTS

Rothstein Kass  12

Financial highlights are calculated for each permanent, non-managing class or series of common shares.  An individual shareholder’s 
return	and	ratios	may	vary	based	on	participation	in	new	issues,	private	investments,	different	performance	fee	and/or	management	fee	
arrangements, and the timing of capital share transactions.

[If	applicable,	for	investments	in	private	investment	companies]	The	net	investment	income	(loss)	ratio	does	not	reflect	the	income	and	
expenses incurred by the underlying private investment companies.

[For	periods	greater	than	or	less	than	one	year]	The ratios, excluding nonrecurring expenses and the performance fee, have been annualized.

15. Subsequent events

[Refer to “Subsequent events” footnote in the Domestic Fund, L.P.  References to limited partners should be  
changed	to	shareholders	where	applicable.]	
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MASTER FUND, L.P.

Assets    

 

Investments in securities, at fair value (cost $662,033,000) $ 780,540,000 

Investments in private investment companies, at fair value (cost $184,491,000)  190,546,000 

Derivative contracts, at fair value  164,984,000 

Securities purchased under agreements to resell, at fair value (cost $12,983,000)  12,450,000 

Due from brokers  17,540,000 

Cash denominated in foreign currencies (cost $692,000)  543,000 

Cash and cash equivalents  8,432,000 

Due from related parties  57,000 

Dividends and interest receivable  985,000 

Other assets   218,000 

    $ 1,176,295,000 

      

Liabilities and partners’ capital  

 

Liabilities   

 Securities sold short, at fair value (proceeds $583,633,000) $ 550,431,000 

 Derivative contracts, at fair value  155,435,000 

 Payable for securities sold under agreements to repurchase  10,000,000 

 Due to brokers  20,362,000 

 Dividends and interest payable  598,000 

 Loans payable  100,000 

 Due to related parties  150,000 

 Capital withdrawals payable  5,879,000 

 Accrued expenses and other liabilities  95,000 

  Total liabilities  743,050,000 

      

Partners’ capital  433,245,000 

    $ 1,176,295,000 

STATEMENT OF FINANCIAL CONDITION

See accompanying notes to financial statements.

December 31, 20XX       (Expressed in United States Dollars)
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MASTER FUND, L.P.

Investment income   

 Interest  $ 4,039,000 

 Dividends (net of foreign withholding taxes of $218,000)  2,039,000 

 Other income  456,000 

  Total investment income  6,534,000 

      

Expenses    

 Interest and dividends   1,668,000

 Management fee  6,734,000 

 Administrative fee  248,000 

 Professional fees and other  356,000 

  Total expenses  9,006,000

Net investment income (loss)  (2,472,000) 

      

Realized and unrealized gain (loss) on investments   

 Net realized gain (loss) on securities and foreign currency transactions  32,499,000 

 Net realized gain (loss) on private investment companies  3,419,000 

 Net change in unrealized appreciation or depreciation on securities and foreign currency transactions  59,335,000 

 Net change in unrealized appreciation or depreciation on private investment companies  (4,552,000)

 Net gain (loss) from derivative contracts  7,114,000 

Net gain (loss) on investments  97,815,000 

      

Net income (loss) $ 95,343,000 

See accompanying notes to financial statements.

STATEMENT OF OPERATIONS

Year Ended December 31, 20XX       (Expressed in United States Dollars)           

Rothstein Kass  2



MASTER FUND, L.P.

Partners’ capital, beginning of year $ 530,000  $ 328,044,000  $ 328,574,000

Capital contributions  -      45,000,000   45,000,000 

Capital withdrawals  -      (35,672,000)  (35,672,000)

Allocation of net income (loss)       

 Pro rata allocation  148,000   95,195,000   95,343,000  

 Reallocation to General Partner  15,934,300      (15,934,300)     - 

     16,082,300   79,260,700   95,343,000 

Partners’ capital, end of year $ 16,612,300  $ 416,632,700  $ 433,245,000

See accompanying notes to financial statements.

STATEMENT OF CHANGES IN PARTNERS’ CAPITAL

General
Partner

Limited
Partners Total

Year Ended December 31, 20XX       (Expressed in United States Dollars)           
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MASTER FUND, L.P.

[See	Statement	of	Cash	Flows	in	the	Domestic	Fund,	L.P.	for	illustrative	statement.]

See accompanying notes to financial statements.

STATEMENT OF CASH FLOWS

Year Ended December 31, 20XX       (Expressed in United States Dollars)           
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MASTER FUND, L.P. CONDENSED SCHEDULE OF INVESTMENTS

[See	Condensed	Schedule	of	Investments	in	the	Domestic	Fund,	L.P.	for	illustrative	schedule.]

See accompanying notes to financial statements.

December 31, 20XX       (Expressed in United States Dollars)
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MASTER FUND, L.P.

1. Nature of operations 
and	summary	of	significant	
accounting policies

Nature of Operations

Master Fund, L.P. (the “Master Fund”) 

is an investment limited partnership 

which was formed under the laws of 

the Cayman Islands and commenced 

operations on September XX, 20XX.  

The Master Fund was organized for 

the purpose of trading and investing 

in securities and has two limited 

partners: Domestic Feeder, L.P. (the 

“Domestic Feeder Fund”), a United 

States of America investment limited 

partnership, and Offshore Feeder, Ltd. 

(the “Offshore Feeder Fund”), a Cayman 

Islands exempted investment company 

(collectively the “Feeder Funds”).  The 

Feeder Funds invest substantially all of 

their assets in the Master Fund.  The 

Master Fund is managed by General 

Partner, LLC (the “General Partner”) and 

Investment Manager, LLC (the “Investment 

Manager”).  

Basis of Presentation

The	financial	statements	are	expressed	

in United States dollars and have been 

prepared in conformity with accounting 

principles generally accepted in the 

United States of America (“GAAP”) as 

detailed in the Financial Accounting 

Standards Board’s Accounting 

Standards	Codification.

These	financial	statements	were	approved	

by management and available for issuance 

on [month,	date,	year].  Subsequent events 

have been evaluated through this date.

[Refer to “Nature of operations and 

summary	of	significant	accounting	

policies” footnote in the Domestic Fund, 

L.P. for the following captions. References 

to Fund should be changed 

to	Master	Fund	where	applicable.]

Cash Equivalents

Fair	Value	-	Definition	and	Hierarchy

Fair Value - Valuation Techniques
and Inputs

Income Taxes

[See Appendix D for alternative Income 

Taxes footnote(s) when the Master Fund 

has recognized a liability for unrecognized 

tax	benefits.]

Under the laws of the Cayman Islands, 

the Master Fund is generally not subject 

to income taxes.  However, certain U.S. 

dividend income and interest income 

may be subject to a maximum 30% 

withholding tax.  [If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The	Master	Fund	files	an	income	tax	

return in the U.S. federal jurisdiction.  

Generally, the Master Fund is subject 

to income tax examinations by the U.S. 

federal taxing authority during the three-

year period prior to the period covered by 

these	financial	statements.		

In accordance with GAAP, the Master 

Fund is required to determine whether 

its tax positions are more likely than not 

to be sustained upon examination by 

the applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with 

the relevant taxing authorities.  Based 

on its analysis, the Master Fund has 

determined that it has not incurred any 

liability	for	unrecognized	tax	benefits	as	of	

December 31, 20XX.  The Master Fund 

does not expect that its assessment 

regarding	unrecognized	tax	benefits	

will materially change over the next 12 

months.  However, the Master Fund’s 

conclusions may be subject to review 

and adjustment at a later date based 

on factors including, but not limited to, 

questioning the timing and amount of 

deductions, the nexus of income among 

various tax jurisdictions, compliance with 

[if	applicable]	U.S. federal, U.S. state 

and foreign tax laws, and changes in the 

administrative practices and precedents 

of the relevant taxing authorities.  

[Refer to “Nature of operations and 

summary	of	significant	accounting	policies”	

footnote in the Domestic Fund, L.P. 

References to Fund should be changed to 

Master Fund where applicable for the 

following	captions.]

Use of Estimates

Organization Costs

NOTES TO FINANCIAL STATEMENTS
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2. Fair value 
measurements

[Refer to “Fair value measurements” 

footnote in the Domestic Fund, L.P.

References to Fund should be changed 

to	Master	Fund	where	applicable.]

3.  Investments in private 
investment companies 

[See Appendix B for additional 

disclosures required if the Master Fund 

invests	in	private	investment	companies.]

4.		Due	from/to	brokers

[Refer	to	“Due	from/to	brokers”	footnote	

in the Domestic Fund, L.P.  References to 

Fund should be changed to Master Fund 

where	applicable.]

5.  Derivative contracts

[Refer to “Derivative contracts” footnote 

in the Domestic Fund, L.P.  References to 

Fund should be changed to Master Fund 

where	applicable.]

6.  Securities purchased 
under agreements to 
resell and securities 
sold under agreements 
to repurchase

[Refer to “Securities purchased under 

agreements to resell and securities 

sold under agreements to repurchase” 

footnote in the Domestic Fund, L.P. 

References to Fund should be changed 

to	Master	Fund	where	applicable.]	

7. Securities lending 
agreements

[Refer to “Securities lending agreements” 

footnote in the Domestic Fund, L.P. 

References to Fund should be changed 

to	Master	Fund	where	applicable.]

8. Securities sold short

[Refer to “Securities sold short” footnote 

in the Domestic Fund, L.P.  References to 

Fund should be changed to Master Fund 

where	applicable.]

9. Concentration of 
credit risk

[Refer to “Concentration of 

credit risk” footnote in the Domestic 

Fund, L.P.  References to Fund should 

be changed to Master Fund where 

applicable.]

MASTER FUND, L.P. NOTES TO FINANCIAL STATEMENTS
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10. Partners’ capital

In accordance with the limited partnership 

agreement,	profits	and	losses	of	the	Master	

Fund are allocated to the General Partner 

and Feeder Funds according to their 

respective interests in the Master Fund.  

Capital withdrawals payable represent 

amounts due to the Feeder Funds based 

on underlying withdrawals effective 

through December 31, 20XX.

Subject to certain limitations, generally 

XX%	of	the	net	profits	allocated	to	the	

limited partners is reallocated to the 

General Partner. 

11. Related party 
transactions

The Master Fund pays the Investment 

Manager a management fee, calculated 

and payable quarterly in advance, equal 

to X.XX% (X.X% per annum) of the Feeder 

Fund’s net asset value determined as of 

the beginning of each calendar quarter.

Certain limited partners have special 

management fee or incentive 

arrangements as provided for in the 

limited partnership agreement. 

 

“Due to related parties” represents 

amount payable to the Investment 

Manager	[and/or] General Partner for 

expenses paid on behalf of the Master 

Fund.

[If related party transaction occurred 

in	the	current	year] During 20XX, the 

Master Fund entered into purchase and 

sale	transactions	with	an	affiliate	entity	

which is also managed by the Investment 

Manager.  Total purchases and sales at 

fair value of approximately $8,481,000 

were made with this related party.  

Transactions with related parties resulted 

in net gains (losses) of $13,000 and are 

included in net gain (loss) on investments 

in the statement of operations.  The 

terms, conditions and execution of each 

such purchase and sale were on an 

arm’s-length basis.

[If	applicable] The Investment Manager 

generally allocates investments between 

the Master Fund and other entities 

for which it serves as the Investment 

Manager on a pro rata basis based on 

assets under management.  In order to 

maintain pro rata allocations, the Master 

Fund may sell securities to, or purchase 

securities from, these other entities.  

Such transactions are generally executed 

at the closing price on the date prior to 

the trade date, or, in the case of restricted 

yet tradable securities, at fair value as 

determined by the Investment Manager.
 

[If	applicable] Additionally, the Master 

Fund may co-invest with other entities 

with the same Investment Manager as the 

Master Fund.

12. Administrative fee

[Refer to “Administrative fee” footnote in 

the Offshore Fund, Ltd.  References to 

Fund should be changed to Master Fund 

where	applicable.]

MASTER FUND, L.P. NOTES TO FINANCIAL STATEMENTS
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13. Financial highlights

Financial highlights for the year ended December 31, 20XX are as follows:

 Total return

 

  Total return before reallocation to General Partner 28.6 %

  Reallocation to General Partner                                                                                    (4.8)

  Total return after reallocation to General Partner 23.4 %

   

 Ratio to average limited partners’ capital   

  Expenses (including interests and dividends)  2.2 % 

  Reallocation to General Partner                                                                                     4.0

  Expenses and reallocation to General Partner 6.2 %

  

  Net investment income (loss)                                                                                        (0.6) % 

Financial highlights are calculated for the limited partner class taken as a whole.  An individual investor’s return and ratios may vary 

based on participation in new issues, private investments, and the timing of capital transactions. The net investment income (loss) ratio 

does	not	reflect	the	effects	of	the	reallocation	to	the	General	Partner.	

[If	applicable,	for	investments	in	private	investment	companies]	The	net	investment	income	(loss)	ratio	does	not	reflect	the	income	and	

expenses incurred by the underlying private investment companies.

[For	periods	greater	than	or	less	than	one	year]	The ratios, excluding nonrecurring expenses and reallocation to the General Partner, 

have been annualized.

14. Subsequent events

[If	applicable] From January 1, 20XX 

through	[month,	date,	year], the 

Master Fund accepted additional 

capital contributions of approximately 

$79,500,000 and had additional capital 

withdrawals of approximately $32,495,000.  

[If	applicable] In addition, as of [month, 

date,	year], the Domestic Feeder Fund 

has received limited partner withdrawal 

requests that are anticipated to be 

effective on June 30, 20XX.  The limited 

partner interests for these requests were 

approximately 12.3% of the partners’ 

capital of the Domestic Feeder Fund 

and 4.2% of the partners’ capital of the 

Master Fund as of December 31, 20XX.  

The ultimate amounts withdrawn for 

these requests may vary based upon the 

performance of the Master Fund and the 

amount of withdrawals declared effective 

by the Domestic Feeder Fund and its 

limited partners.  

[If	applicable] In addition, as of [month, 

date,	year], the Offshore Feeder Fund has 

received shareholder redemption requests 

that are anticipated to be effective on June 

30, 20XX.  The shareholder interests for 

these requests were approximately 6.4% 

of the net assets of the Offshore Feeder 

Fund and 4.0% of the partners’ capital 

of the Master Fund as of December 31, 

20XX.  The ultimate amounts redeemed for 

these requests may vary based upon the 

performance of the Master Fund and the 

amount of redemptions declared effective 

by the Offshore Feeder Fund and its 

shareholders.

[If	applicable]	From January 1, 20XX, 

through [month,	date,	year], the Master 

Fund made additional investments of 

approximately $57,000,000 in private 

investment companies and made 

additional redemptions from private 

investment companies of approximately 

$34,329,000. 

MASTER FUND, L.P. NOTES TO FINANCIAL STATEMENTS
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DOMESTIC FEEDER, L.P.

Assets 

Investment in Master Fund, L.P., at fair value $ 141,652,700

Cash and cash equivalents  7,042,300

Withdrawals receivable from Master Fund, L.P.  2,628,000

Other assets   38,000

    $ 151,361,000

Liabilities and partners’ capital

Liabilities

 Advance capital contributions $ 1,150,000

 Due to related parties  56,000

 Capital withdrawals payable  2,628,000

 Accrued expenses and other liabilities  45,000

  Total liabilities  3,879,000

Partners’ capital  147,482,000

    $ 151,361,000

STATEMENT OF FINANCIAL CONDITION

See accompanying notes to financial statements.

December 31, 20XX
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DOMESTIC FEEDER, L.P.

Net investment income (loss) allocated from Master Fund, L.P.

 Interest income $ 1,438,000

 Dividend income (net of foreign and U.S. withholding taxes of $68,000)  791,000

 Other income  159,000

 Interest and dividend expense  (626,000)

 Administrative fee  (96,000)

 Management fee  (2,584,000)

 Professional fees and other  (138,000)

  Total net investment income (loss) allocated from Master Fund, L.P.  (1,056,000)

Fund expenses

 Administrative fee  65,000

 Professional fees and other  15,000

  Total fund expenses  80,000

Net investment income (loss)  (1,136,000)

Realized and unrealized gain (loss) on investments allocated from Master Fund, L.P.

 Net realized gain (loss) on securities and foreign currency transactions  21,342,300

 Net realized gain (loss) on private investment companies  1,313,000

 Net change in unrealized appreciation or depreciation on securities and foreign

  currency transactions  17,021,000

 Net change in unrealized appreciation or depreciation on private investment companies  (1,766,000)

 Net gain (loss) from derivative contracts  2,817,000

Net gain (loss) on investments allocated from Master Fund, L.P.   40,727,300

Net income (loss) before incentive reallocation to the 

   General Partner of Master Fund, L.P.                                                                       39,591,300

Incentive reallocation to the General Partner of Master Fund, L.P.                            (6,321,300)

Net income (loss) $ 33,270,000

STATEMENT OF OPERATIONS

See accompanying notes to financial statements.

Year Ended December 31, 20XX
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DOMESTIC FEEDER, L.P.

Partners’ capital, beginning of year $ - $ 114,340,000 $ 114,340,000

Capital contributions  -  2,500,000  2,500,000

Capital withdrawals  -  (2,628,000)  (2,628,000)

Allocation of net income (loss)  -  33,270,000  33,270,000

 

Partners’ capital, end of year $ - $ 147,482,000 $ 147,482,000

STATEMENT OF CHANGES IN PARTNERS’ CAPITAL

See accompanying notes to financial statements.

Year Ended December 31, 20XX

Pro Forma  3
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DOMESTIC FEEDER, L.P.

Cash	flows	from	operating	activities

 Net income (loss) $ 33,270,000

 Adjustments to reconcile net income (loss) to net cash provided by

  (used in) operating activities:

   Net (income) loss allocated from Master Fund, L.P.  (33,350,000)

   Changes in operating assets and liabilities: 

    Contributions to Master Fund, L.P.  (2,500,000)

    Withdrawals from Master Fund, L.P.  2,628,000

    Withdrawals receivable from Master Fund, L.P.  3,572,000

    Other assets  15,000

    Due to related parties  96,000

    Accrued expenses and other liabilities  13,000

Net cash provided by (used in) operating activities  3,744,000

Cash	flows	from	financing	activities

 Capital contributions, net of change in advance capital contributions  4,860,000

 Capital withdrawals, net of change in capital withdrawals payable  (6,200,000)

Net	cash	provided	by	(used	in)	financing	activities  (1,340,000)

Net change in cash and cash equivalents  2,040,000

Cash and cash equivalents, beginning of year  4,638,300

Cash and cash equivalents, end of year $ 7,042,300

STATEMENT OF CASH FLOWS

See accompanying notes to financial statements.

Year Ended December 31, 20XX
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DOMESTIC FEEDER, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies

Nature of Operations

Domestic Feeder, L.P. (the “Fund”), a 

Delaware investment limited partnership, 

commenced operations on September 

XX, 20XX.  The Fund was organized for 

the purpose of trading and investing 

in securities.  The Fund is managed 

by General Partner, LLC (the “General 

Partner”) and Investment Manager, LLC 

(the “Investment Manager”).  Refer to 

the Fund’s offering memorandum for 

more information.

The Fund invests substantially all of its 

assets through a master-feeder structure 

in Master Fund, L.P. (the “Master Fund”), 

an investment company that has the 

same investment objectives as the Fund. 

The	financial	statements	of	the	Master	

Fund, including the condensed schedule 

of investments, are included elsewhere 

in this report and should be read with the 

Fund’s	financial	statements.	The	Fund	

owns approximately 34.1% of the Master 

Fund at December 31, 20XX.

Basis of Presentation

The	financial	statements	have	been	

prepared in conformity with accounting 

principles generally accepted in the 

United States of America (“GAAP”) as 

detailed in the Financial Accounting 

Standards Board’s Accounting 

Standards	Codification.

These	financial	statements	were	

approved by management and available 

for issuance on [month,	date,	year]. 

Subsequent events have been evaluated 

through this date.

Valuation of Investment in Master 
Fund, L.P.

The Fund records its investment in the 

Master Fund at fair value. Valuation of 

investments held by the Master Fund, 

including, but not limited to, the valuation 

techniques	used	and	classification	within	

the fair value hierarchy of investments, 

are discussed in the notes to the Master 

Fund	financial	statements	included	

elsewhere in this report.

Investment Income and Expenses

The Fund records its proportionate share 

of the Master Fund’s income, expenses 

and realized and unrealized gains and 

losses.  In addition, the Fund incurs and 

accrues its own expenses.

Income Taxes

[See Appendix D for alternative Income 

Taxes footnote(s) when the Fund has 

recognized a liability for unrecognized 

tax	benefits.]

The Fund does not record a provision 

for U.S. federal, state, or local income 

taxes because the partners report their 

share of the Fund’s income or loss on 

their income tax returns.  [If	applicable] 

However, certain U.S. dividend income 

and interest income may be subject to a 

maximum 30% withholding tax for those 

limited partners that are foreign entities or 

foreign individuals. 	[If	applicable]	Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The	Fund	files	an	income	tax	return	in	

the	U.S.	federal	jurisdiction,	and	may	file	

income tax returns in various U.S. states 

[if	applicable] and foreign jurisdictions.  

Generally, the Fund is subject to income 

tax examinations by major taxing 

authorities during the three-year period 

prior to the period covered by these 

financial	statements.	

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with 

the relevant taxing authorities.  Based 

on its analysis, the Fund has determined 

that it has not incurred any liability 

for	unrecognized	tax	benefits	as	of	

December 31, 20XX.  The Fund does 

not expect that its assessment regarding 

unrecognized	tax	benefits	will	materially	

change over the next 12 months.  

However, the Fund’s conclusions may 

be subject to review and adjustment at 

a later date based on factors including, 

but not limited to, questioning the timing 

and amount of deductions, the nexus of 

income among various tax jurisdictions, 

compliance with U.S. federal, U.S. state 

and foreign tax laws, and changes in the 

administrative practices and precedents 

of the relevant taxing authorities.  

Pro Forma  5



DOMESTIC FEEDER, L.P. NOTES TO FINANCIAL STATEMENTS

1. Nature of operations 
and	summary	of	significant	
accounting policies (continued)

[Refer to “Nature of operations and 

summary	of	significant	accounting	

policies” footnote in the Domestic  

Fund,	L.P.	for	the	following	captions:] 

Use of Estimates

Organization Costs

2. Partners’ capital

In accordance with the limited partnership 

agreement	(“the	Agreement”),	profits	and	

losses of the Fund are allocated to the 

partners according to their respective 

interest in the Fund. Subject to certain 

limitations, generally XX% of the net 

profits	allocated	to	the	limited	partners	

is reallocated to the General Partner 

of the Master Fund. To the extent the 

reallocation is allocated at the Master 

Fund level, no reallocation will be made at 

the Fund level. 

Limited partners have redemption rights 

which contain certain restrictions with 

respect to rights of withdrawal from 

the	Fund	as	specified	in	the	limited	

partnership agreement.

Advance capital contributions represent 

amounts owed to limited partners for 

cash received prior to the effective date of 

such contributions.

Capital withdrawals payable represent 

amounts due to partners based on 

withdrawals effective through December 

31, 20XX.

Rothstein Kass  6



DOMESTIC FEEDER, L.P. NOTES TO FINANCIAL STATEMENTS

3. Related party 
transactions

The Master Fund pays the Investment 

Manager a management fee at the 

Master Fund level, calculated and 

payable quarterly in advance equal to 

X.XX% (X.X% per annum) of the Fund’s 

net asset value determined as of the 

beginning of each calendar quarter. 

The portion of the Management Fee 

attributable to the interests of the limited 

partners that are subject to management 

fee will be borne solely by such limited 

partners proportionally to their respective 

interests in the Net Asset Value of 

the Master Fund. To the extent that 

management fees are charged at the 

Master Fund level, no management fees 

will be charged at the Fund level. 

“Due to related parties” represents 

amounts payable to the General Partner 

for expenses paid on behalf of the Fund.

Certain	limited	partners	are	affiliated	with	

the General Partner.  The aggregate value 

of	the	affiliated	limited	partners’	share	of	

partners’ capital at December 31, 20XX, 

is approximately $4,381,000.

Certain limited partners have special 

management fee arrangements, 

performance arrangements or redemption 

rights as provided for in the limited 

partnership agreement.

4. Administrative fee

Administrator Fund Services Ltd. 

(the “Administrator”) serves as the 

Fund’s administrator and performs 

certain administrative and clerical 

services on behalf of the Fund. 

[If	applicable] At December 31, 

20XX, cash balances in the amount  

of approximately $500,000 are held 

by	an	affiliate	of	the	Administrator.
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DOMESTIC FEEDER, L.P. NOTES TO FINANCIAL STATEMENTS

5. Financial highlights

Financial highlights for the year ended December 31, 20XX are as follows:

 Total return 

  Total return before reallocation to General Partner of Master Fund, L.P. 27.7 % 

  Reallocation to General Partner of Master Fund, L.P. (5.3) 

  Total return after reallocation to General Partner of Master Fund, L.P. 22.4 %

 

 Ratio to average limited partners’ capital

  Expenses 2.4 %

  Reallocation to General Partner of Master Fund, L.P. 4.3 
  

  Expenses and reallocation to General Partner of Master Fund, L.P. 6.7 % 

  

  Net investment income (loss) (0.8) %

Financial highlights are calculated for the limited partner class taken as a whole.  An individual limited partner’s return and ratios may vary 

based	on	participation	in	new	issues,	private	investments,	different	performance	and/or	management	fee	arrangements,	and	the	timing	

of	capital	transactions.		The	net	investment	income	(loss)	ratio	does	not	reflect	the	effects	of	the	reallocation	to	the	General	Partner	of	the	

Master Fund.

[For	periods	greater	than	or	less	than	one	year]	The ratios, excluding nonrecurring expenses and the reallocation to the General Partner 

of the Master Fund, have been annualized.

Rothstein Kass  8

6. Subsequent events

[If	applicable] From January 1, 20XX 

through [month,	date,	year], the Fund 

accepted additional capital contributions 

of approximately $50,000,000 (of which 

approximately $500,000 is included 

in advance capital contributions as of 

December 31, 20XX) and had additional 

capital withdrawals of approximately 

$15,419,000.

[If	applicable] In addition, as of [month, 

date,	year], the Fund has received limited 

partner withdrawal requests that are 

anticipated to be effective on June 30, 

20XX.  The limited partner interests for 

these requests were approximately 12.3% 

of the partners’ capital of the Fund as 

of December 31, 20XX.  The ultimate 

amounts withdrawn for these requests 

may vary based upon the performance of 

the Fund and the amount of withdrawals 

declared effective by the Fund and its 

limited partners.
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OFFSHORE FEEDER, LTD.    SECTION 6 CONTENTS

Financial Statements
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OFFSHORE FEEDER, LTD.   

Assets

Investment in Master Fund, L.P., at fair value $ 274,980,000

Cash and cash equivalents  10,427,000

Withdrawals receivable from Master Fund, L.P.  3,251,000

Other assets   42,000

  Total assets  288,700,000

Liabilities

Advance subscriptions  11,151,000

Deferred performance and management fees  6,919,000

Redemptions payable  3,251,000

Due to related parties  81,000

Accrued expenses and other liabilities  74,000

  Total liabilities  21,476,000

Net assets  $ 267,224,000

STATEMENT OF ASSETS AND LIABILITIES

See accompanying notes to financial statements.

December 31, 20XX   (Expressed in United States Dollars)
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OFFSHORE FEEDER, LTD.   

Net investment income (loss) allocated from Master Fund, L.P.

 Interest income $ 2,601,000

 Dividend income (net of foreign and U.S. withholding taxes of $150,000)  1,248,000

 Other income  297,000

 Interest and dividend expense  (1,042,000)

 Management fee  (4,150,000)

 Administrative fee  (152,000)

 Professional fees and other  (218,000)

  Total net investment income (loss) allocated from Master Fund, L.P.  (1,416,000)

Fund expenses

 Appreciation (depreciation) attributable to deferred fees  1,702,700

 Administrative fee  123,000

 Professional fees and other  21,000

  Total fund expenses  1,846,700

Net investment income (loss)  (3,262,700)

Realized and unrealized gain (loss) on investments allocated from Master Fund, L.P.

 Net realized gain (loss) on securities and foreign currency transactions  11,008,700

 Net realized gain (loss) on private investment companies  2,106,000

 Net change in unrealized appreciation or depreciation on securities and foreign

  currency transactions  42,314,000

 Net change in unrealized appreciation or depreciation on private investment companies  (2,786,000)

 Net gain (loss) from derivative contracts  4,297,000

Net gain (loss) on investments allocated from Master Fund, L.P.  56,939,700

Net change in net assets resulting from operations before performance 

   reallocation to the General Partner of Master Fund, L.P.                                            53,677,000

Performance reallocation to the General Partner of Master Fund, L.P.                            (9,613,000)

Net change in net assets resulting from operations                                                       $            44,064,000

See accompanying notes to financial statements.

STATEMENT OF OPERATIONS

Year Ended December 31, 20XX     (Expressed in United States Dollars)
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OFFSHORE FEEDER, LTD.   

See accompanying notes to financial statements.

Operations

 Net investment income (loss) $ (3,262,700)

 Net realized gain (loss) on securities and foreign currency transactions  11,008,700

 Net realized gain (loss) on private investment companies  2,106,000

 Net change in unrealized appreciation or depreciation on securities and foreign

  currency transactions  42,314,000

 Net change in unrealized appreciation or depreciation on private investment companies  (2,786,000)

 Net gain (loss) from derivative contracts  4,297,000

 Performance reallocation to the General Partner of Master Fund, L.P.                            (9,613,000)

  Net change in net assets resulting from operations  44,064,000

Capital share transactions

 Issuance of shares  42,500,000

 Redemption of shares  (33,044,000)

  Net change in net assets resulting from capital share transactions  9,456,000

Net change in net assets  53,520,000

Net assets, beginning of year  213,704,000

Net assets, end of year $ 267,224,000

STATEMENT OF CHANGES IN NET ASSETS

Year Ended December 31, 20XX     (Expressed in United States Dollars)
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OFFSHORE FEEDER, LTD.   

See accompanying notes to financial statements.

Cash	flows	from	operating	activities

 Net change in net assets resulting from operations $ 44,064,000

 Adjustments to reconcile net change in net assets resulting

  from operations to net cash provided by (used in) operating activities:

  Net (income) loss allocated from Master Fund, L.P.  (45,910,700)

  Changes in operating assets and liabilities:

   Contributions to Master Fund, L.P.  (42,500,000)

   Withdrawals from Master Fund, L.P.  33,044,000

   Withdrawals receivable from Master Fund, L.P.  549,000

   Other assets  14,000

   Deferred performance and management fees  1,702,700

   Due to related parties  7,000

   Accrued expenses and other liabilities  18,000

Net cash provided by (used in) operating activities  (9,012,000)

Cash	flows	from	financing	activities

 Proceeds from issuance of shares, net of change in advance subscriptions  29,237,000

 Payments for redemption of shares, net of change in redemptions payable  (33,593,000)

Net	cash	provided	by	(used	in)	financing	activities  (4,356,000)

Net change in cash and cash equivalents  (13,368,000)

Cash and cash equivalents, beginning of year  23,795,000

Cash and cash equivalents, end of year $ 10,427,000

STATEMENT OF CASH FLOWS

Year Ended December 31, 20XX     (Expressed in United States Dollars)
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OFFSHORE FEEDER, LTD.   

1. Nature of operations 
and	summary	of	significant	
accounting policies

Nature of Operations

Offshore Feeder, Ltd. (the “Fund”) is 

an exempted investment company 

which was formed under the laws of 

the Cayman Islands on September XX, 

20XX.  The Fund was organized for 

the purpose of trading and investing in 

securities.  Pursuant to an investment 

management agreement, the Fund is 

managed by Investment Manager, LLC 

(the “Investment Manager”).  Refer to  

the Fund’s offering memorandum for 

more information.

The Fund invests substantially all of its 

assets through a master-feeder structure 

in Master Fund, L.P. (the “Master Fund”), 

an investment company that has the 

same investment objectives as the Fund.  

The	financial	statements	of	the	Master	

Fund, including the condensed schedule 

of investments, are included elsewhere 

in this report and should be read with the 

Fund’s	financial	statements.		The	Fund	

owns approximately 65.6% of the Master 

Fund at December 31, 20XX. 

Basis of Presentation

The	financial	statements	are	expressed	

in U.S. dollars and have been prepared 

in conformity with accounting principles 

generally accepted in the United States 

of America (“GAAP”) as detailed in the 

Financial Accounting Standards Board’s 

Accounting	Standards	Codification.		

These	financial	statements	were	

approved by management and available 

for issuance on [month,	date,	year].  

Subsequent events have been evaluated 

through this date.

Valuation of Investment in Master 
Fund, L.P.

The Fund records its investment in the 

Master Fund at fair value.  Valuation of 

investments held by the Master Fund, 

including, but not limited to, the valuation 

techniques	used	and	classification	within	

the fair value hierarchy of investments 

held, are discussed in the notes to 

the	Master	Fund	financial	statements	

included elsewhere in this report.

Investment Income and Expenses

The Fund records its proportionate share 

of the Master Fund’s income, expenses, 

and realized and unrealized gains and 

losses.  In addition, the Fund incurs and 

accrues its own expenses.

Income Taxes

[See Appendix D for alternative Income 

Taxes footnote(s) when the Fund has 

recognized a liability for unrecognized  

tax	benefits.]

Under the laws of the Cayman Islands, 

the Fund is generally not subject to 

income taxes.  However, certain U.S. 

dividend income and interest income 

may be subject to a maximum 30% 

withholding tax.  [If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The Fund is subject to income tax 

examinations by major taxing authorities 

for all tax years since its inception. 

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with 

the relevant taxing authorities.  Based 

on its analysis, the Fund has determined 

that it has not incurred any liability 

for	unrecognized	tax	benefits	as	of	

December 31, 20XX.  The Fund does 

not expect that its assessment regarding 

unrecognized	tax	benefits	will	materially	

change over the next 12 months.  

However, the Fund’s conclusions may 

be subject to review and adjustment at 

a later date based on factors including, 

but not limited to, the nexus of income 

among various tax jurisdictions, 

compliance with U.S. federal, U.S. state 

and foreign tax laws, and changes in the 

administrative practices and precedents 

of the relevant taxing authorities.  

NOTES TO FINANCIAL STATEMENTS
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1. Nature of operations 
and	summary	of	significant	
accounting policies 
(continued)

[Refer to “Nature of operations and

summary	of	significant	accounting	

policies” footnote in the Domestic Fund, 

L.P. References to partners should 

be changed to shareholders where 

applicable	for	the	following	captions:]	

Use of Estimates

Organization Costs

2. Capital share 
transactions

As of December 31, 20XX, there are 

XXX,XXX redeemable shares of $.01 

par value authorized.  There are two 

classes of shares, Class A and Class 

B.  Shareholders who may be restricted 

from receiving certain types of income 

are issued Class B shares.  All other 

shareholders are issued Class A 

shares.  For purposes of accounting 

for the performance fee, shares issued 

at different times are issued in series, 

a different series being issued on each 

subscription date.  Series 1 shares 

within	each	class	are	issued	on	the	first	

subscription date in each calendar year 

and the remaining series are issued on 

any other subscription dates during 

the calendar year.  After the close of 

each calendar year, all such series will 

be converted into series 1 shares of 

such class unless a loss carryforward 

attributable to such other series or 

to series 1 of such class remains 

outstanding.

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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Transactions in capital shares during the period, and the shares outstanding and the net asset value (“NAV”) per share as of December 

31, 20XX, for each class and series of shares are as follows:

2. Capital share transactions (continued) 

Class A         

 Series 1    90,000.00    60,000.00    -      (26,676.63)   123,323.37 

 Series 2    55,000.00    (55,000.00)   4,000.00    -      4,000.00 

 Series 3    5,000.00    (5,000.00)   20,000.00    -      20,000.00 

         

Class B         

 Series 1    50,000.00    -      -      (3,296.33)   46,703.67 

 Series 2    -      -      10,000.00    -      10,000.00 

 Series 3    -      -      8,500.00    -      8,500.00 

 

         

Class A         

 Series 1     $   -     $   (29,451,000)  $   155,500,000  $   1,260.91 

 Series 2      4,000,000    -      5,091,000    1,272.75 

 Series 3      20,000,000    -      24,147,000    1,207.35 

         

Class B         

 Series 1      -      (3,593,000)   60,050,000    1,285.77 

 Series 2      10,000,000    -      12,391,000    1,239.10 

 Series 3      8,500,000    -      10,045,000    1,181.76 

         

       $   42,500,000   $   (33,044,000)  $   267,224,000   

Shareholders	have	redemption	rights	which	contain	certain	restrictions	with	respect	to	rights	of	redemption	of	shares	as	specified	in	the	

offering memorandum. 

“Advance subscriptions” represents amounts owed to shareholder for cash received prior to the effective date of such subscriptions.

“Redemptions payable” represents amounts due to shareholders based on redemption requests effective through December 31, 20XX.

 Beginning 
Shares 

 Share 
 Transfers/ 

 Conversions 

 

Amounts 
 Issued

 Shares 
 Issued 

 Amounts  
Redeemed 

Shares   
Redeemed 

 Ending  
Net Assets 

 Ending
Shares 

 Ending  
NAV 

 Per Share 

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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3. Related party 
transactions

The Master Fund pays the Investment 

Manager a management fee at the 

Master Fund level, calculated and payable 

quarterly in advance, equal to X.XX% 

(X.X% per annum) of the net assets of 

the Fund determined as of the beginning 

of each calendar quarter.  To the extent 

that management fees are charged at the 

Master Fund level, no management fees 

will be charged at the Fund level. 

The General Partner of the Master 

Fund is also entitled to a performance 

reallocation, payable on an annual basis, 

which will generally be equal to XX% of 

the amount by which the net asset value 

per share on the last day of each year 

exceeds the higher of the original issue 

price or highest net asset value of such 

shares as of the close of any prior year. 

To the extent the reallocation is allocated 

at the Master Fund level, no reallocation 

will be made at the Fund level. 

“Due to related parties” represents 

amount payable to the Investment 

Manager for expenses paid on behalf 

of the Fund.

Certain shareholders have special 

management fee arrangements, 

performance fee arrangements or 

redemption rights as provided for in the 

offering memorandum.

One of the directors of the Fund is a 

member of the Investment Manager.

4. Deferred performance 
and management fees

Prior to January 1, 2009, in accordance 

with the provisions of the deferred 

performance and management 

agreement, the Investment Manager 

was able to elect to defer receipt of 

all or a portion of the performance or 

management fees earned for a particular 

fiscal	year.		Such	amounts	are	invested	

in the same manner as the investments 

made by the Fund.  In the event of 

liquidation of the Fund, any deferred 

amount,	as	adjusted	for	the	appreciation/

depreciation on the deferred fee, has 

a priority claim over the interests of the 

shareholders of the Fund.

Cumulative deferred performance and 

management fees as of December 31, 

20XX, totaled $4,243,000 and cumulative 

net appreciation or depreciation on such 

amounts totaled $2,676,000.  The net 

change in appreciation or depreciation 

attributable to deferred fees is recorded on 

a separate line item under “Fund expenses” 

within the statement of operations.  

Distributions of 2008 and prior year 

deferred performance and management 

fees are scheduled for the period 

from 20XX through 20XX.  During 

the year ended December 31, 20XX, 

the distribution of previously deferred 

performance and management fees 

amounted to $0.

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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The deferred performance and management fees payable balance as of December 31, 20XX, is comprised of the following:

Deferred performance and management fees payable at January 1, 20XX $  5,216,300 

   

Appreciation on deferred performance and management fees for the year 

 ended December 31, 20XX  1,702,700 

   

Deferred performance and management fees paid for the year ended December 31, 20XX   -   

   

Deferred performance and management fees payable at December 31, 20XX $  6,919,000

4. Deferred performance and management fees (continued)

5. Administrative fee

Administrator Fund Services Ltd. (Cayman 

Islands) (the “Administrator”) serves as the 

Fund’s administrator and performs certain 

administrative and clerical services on 

behalf of the Fund.  [If	applicable] One 

of	the	directors	of	the	Fund	is	affiliated	with	

the Administrator.  [If	applicable] At 

December 31, 20XX,  cash balances in the 

amount of approximately $501,000 are 

held	by	an	affiliate	of	the	Administrator.

Significant
Unobservable

Inputs (Level 3)

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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6. Financial highlights
Financial highlights for the year ended December 31, 20XX, are as follows:

Per share operating performance     
 Net asset value, beginning of year $ 1,040.45   $ 1,032.00

 Income (loss) from investment operations:     
  Net investment income (loss)  (16.32)  (18.79) 
  Net gain (loss) on investments   284.88    327.92
  Reallocation to General Partner of Master Fund, L.P.  (48.1)  (55.4)  
        
 Total from investment operations   220.46   253.77 

 Net asset value, end of year $ 1,260.91  $ 1,285.77 

Total return       
 Total return before reallocation to   
     25.8 %   30.0  %
 Reallocation to General Partner of Master Fund, L.P.       (4.6)  (5.4)  
 Total return after reallocation to          
                                                                                                                                                    21.2 %   24.6  %
       
Ratio to average net assets      
 Expenses other than reallocation to  
     3.1 %   3.1  %
 Reallocation to General Partner of Master Fund, L.P.   4.0    4.0 
 Total expenses                    7.1     7.1 
 Less: Appreciation or depreciation attributable to deferred fees                    0.7     0.7 
 Total expenses excluding appreciation or       
   depreciation attributable to deferred fees  6.4 %   6.4  %
        
 Net investment income (loss)  (1.4) %   (1.4) %

Financial highlights are calculated for each permanent, non-managing class or series of common shares.  An individual shareholder’s 

return	and	ratios	may	vary	based	on	participation	in	new	issues,	private	investments,	different	performance	and/or	management	fee	

arrangements,	and	the	timing	of	capital	share	transactions.		The	net	investment	income	(loss)	ratio	does	not	reflect	the	effects	of	the	

reallocation to the General Partner of the Master Fund.

[For	periods	greater	than	or	less	than	one	year] The ratios, excluding nonrecurring expenses and the reallocation to the General Partner 

of the Master Fund, have been annualized.

Class A Shares
Series 1

Class B Shares
Series 1 

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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7. Subsequent events

[If	applicable] From January 1, 20XX, 

through [month,	date,	year], the Fund 

accepted additional subscriptions of 

approximately $29,500,000 (of which 

approximately $500,000 is included 

in advance subscriptions) and had 

additional redemptions of approximately 

$17,076,000.  

[If	applicable] In addition, as of [month, 

date,	year], the Fund has received 

shareholder redemption requests that 

are anticipated to be effective on June 

30, 20XX.  The shareholder interests 

for these requests were approximately 

6.4% of the net assets of the Fund as 

of December 31, 20XX.  The ultimate 

amounts redeemed for these requests 

may vary based upon the performance of 

the Fund and the amount of redemptions 

declared effective by the Fund and 

its shareholders.

OFFSHORE FEEDER, LTD.   NOTES TO FINANCIAL STATEMENTS
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APPENDIX



DOMESTIC FUND, L.P.



APPENDIX A

[Consider	the	below	“net	method”	of	cash	flow	presentation	when	permitted:]

Cash	flows	from	operating	activities

 Net income (loss) $ 95,343,000

 Adjustments to reconcile net income (loss) to net cash provided by

  (used in) operating activities:

  Net change in unrealized appreciation or depreciation on securities, foreign

   currency transactions and private investment companies  (54,783,000)

  Amortization of premiums and discounts on debt securities  (145,000)

  Changes in operating assets and liabilities:

   Net purchases and sales of investments in securities  (51,055,000)

   Net purchases and sales of investments in private investment companies  (28,838,000)

   Derivative contracts  80,321,000

   Securities purchased under agreements to resell  (12,450,000)

   Due from brokers  (5,000,000)

   Due from related parties  (10,000)

   Dividends and interest receivable  (407,000)

   Other assets  (42,000)

   Net proceeds and payments for securities sold short  (72,287,000)

   Payable for securities sold under agreements to repurchase  10,000,000

   Due to brokers  (2,175,000)

   Dividends and interest payable  148,000

   Due to related parties  3,000

   Management fee payable  120,000

   Accrued expenses and other liabilities  39,000

Net cash provided by (used in) operating activities  (41,218,000)

STATEMENT OF CASH FLOWS - NET METHOD

See accompanying notes to financial statements.

Year Ended December 31, 20XX
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APPENDIX A (CONTINUED)

Cash	flows	from	financing	activities

 Capital contributions, net of change in advance capital contributions  46,000,000

 Capital withdrawals, net of change in capital withdrawals payable  (40,053,000)

 Change in loans payable  (500,000)

Net	cash	provided	by	(used	in)	financing	activities  5,447,000

Net change in cash and cash equivalents  (35,771,000)

Cash and cash equivalents, beginning of year  44,746,000

Cash and cash equivalents, end of year $ 8,975,000

Supplemental	disclosure	of	cash	flow	information

 Cash paid during the year for interest $ 624,000

Supplemental	disclosure	of	noncash	financing	activities

 Early redemption fee $ 260,000

Supplemental	disclosure	of	noncash	financing	activities

        Distribution of securities, at fair value (cost basis of $457,000)                    $  654,000

STATEMENT OF CASH FLOWS - NET METHOD

See accompanying notes to financial statements.

Year Ended December 31, 20XX
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APPENDIX B

Investments in private investment companies, at fair value

United States, Domiciled

 Value, North America

    ABC Fund, Ltd. (15.4% owned) (1) 15.9 % $ 68,830,000

    Other 0.8   3,594,000

 Total value, North America 16.7   72,424,000

 Growth

  North America

    JKL Partners, Ltd. (25.4% owned) (2) 11.2   48,490,000

    Other 1.3   5,419,000

  Asia

    Other 0.3   1,191,000

 Total growth 12.8   55,100,000

 Merger arbitrage

  North America

    DEF Partners, LLC (3) 5.4   23,339,000

  Europe

    Other 0.3   1,460,000

 Total merger arbitrage 5.7   24,799,000

Total United States, Domiciled (cost $142,172,000) 35.2   152,323,000

Cayman Islands, Domiciled

 Private Equity

  North America

    PE Fund L.P. 8.3   35,920,000 $ 5,000,000

  Asia

    Other 0.5   2,303,000  9,000,000

Total Cayman Islands, Domiciled (cost $42,319,000) 8.8   38,223,000  14,000,000

Total investments in private investment

 companies, at fair value (cost $184,491,000) 44.0 % $ 190,546,000 $ 14,000,000

(1)  See page X for disclosure of the Fund’s proportionate interest in underlying investments that exceeded 5% of the Fund’s December 31, 20XX 

partners’ capital [net	assets]. 

(2)  JKL Partners, Ltd. holds an investment in XYZ common stock with a fair value of $88,661,000.  XYZ is a U.S. company in the banking industry.  

The Fund’s proportionate share of this investment is valued at $22,520,000 as of December 31, 20XX.    

(3)  Information regarding the investee fund’s portfolio is not available.       

   

INVESTMENTS IN PRIVATE INVESTMENT COMPANIES

See accompanying notes to financial statements.

December 31, 20XX

Rothstein Kass  3
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APPENDIX B (CONTINUED)

Investments in securities, at fair value

 Common stocks

  United States, Health Care

    Health Group  3,490,910  $ 195,491,000 $ 30,105,614

    XYZ Corporation  4,484,523   178,484,000  27,486,536

 Total common stocks     373,975,000  57,592,150

Government debt

 United States

	 	 		 U.S.	Treasury	Bill,	1.50%,	10/15/20XX	 $	 146,000,000	 	 	 145,491,000	 	 22,405,614

Securities sold short, at fair value

 Common stocks

   United States, Health Care

    Health Group  3,232,125   180,999,000  27,873,846

    XYZ Corporation  3,730,930   148,491,000  22,867,614

 Total common stocks    $ 329,490,000 $ 50,741,460

INVESTMENTS IN PRIVATE INVESTMENT COMPANIES

See accompanying notes to financial statements.

The following discloses the Fund’s proportionate interest in underlying investments that exceeded 5% of the Fund’s December 31, 20XX 

partners’	capital	[net	assets].

December 31, 20XX

Pro Forma  4

Principal Amount 
or Number of

Shares

ABC Fund, L.P.
Fair Value

Fund’s
Proportionate

Share



APPENDIX B (CONTINUED) INVESTMENTS IN PRIVATE INVESTMENT COMPANIES

[Add the following paragraph to the 

Private Investment Company section of  

“Valuation Techniques and Inputs” in Note 

1 if the Fund has a material departure 

from	using	the	practical	expedient:]	

At December 31, 20XX, the Fund 

had investments in private investment 

companies of $X,XXX,XXX which did 

not qualify for the practical expedient.  

Investments in private investment 

companies of approximately $X,XXX,000 

were valued at a discount ranging 

between X.X% and X.X% of the stated 

net asset valuations based  

on	investment-specific	features	 

that would be considered by other  

market participants.

[Consider the below disclosures if Fund 

invests	in	private	investment	companies:]

Investments in private 
investment companies
As of December 31, 20XX, the Fund 

was invested in other private investment 

companies.  Each of these investments 

has certain restrictions with respect 

to rights of withdrawal by the Fund as 

specified	in	the	respective	agreements.	

Generally, the Fund is required to provide 

notice of its intent to withdraw after the 

investment has been maintained for a 

certain period of time.  The management 

agreements of the private investment 

companies provide for compensation to 

the managers in the form of fees ranging 

from X% to X% annually of net assets and 

performance incentive allocations or  

fees ranging from XX% to XX% of net 

profits	earned.

[If	invested	in	a	related	party,	add:] 

The Fund had an investment in Related 

Fund, LP of approximately $X,XXX,000, 

an	affiliated	investment	company	as	of	

December 31, 20XX.  The management 

agreement	of	the	affiliated	investment	

company provides for compensation to 

the manager in the form of fees of X.X% 

annually of net assets and performance 

incentive allocation or fees of XX% of net 

profits	earned	(subject	to	a	loss	carry	

forward).  For the year ended December 

31, 20XX, the Fund was charged fees of 

$XXX,XXX and $XXX,XXX, respectively.

The following table summarizes the 

Fund’s investments in other private 

investment companies as of December 

31, 20XX.  Other private investment 

companies in which the Fund invested 

5% or more of its net assets, as 

disclosed in the condensed schedule of 

investments,	are	individually	identified,	

while smaller investments are aggregated. 

The Fund’s investments in private 

investment companies have certain 

redemption and liquidity restrictions which 

are described in the following tables.

Rothstein Kass  5



APPENDIX B (CONTINUED)

Investments in private investment companies (continued)

[If invested in a related party but the investment is under 5% of partners’ capital, the related party and detail should still be disclosed in 

the	below	table.]

INVESTMENTS IN PRIVATE INVESTMENT COMPANIES

(1) The private investment company can institute a gate provision if requests for redemptions would cause a decline in assets under management of   

10% or greater.  Investors would have to resubmit redemption requests each quarter until the intended payout is achieved.

(2) The private investment company can institute a gate provision if requests for redemptions for any three-month period are in the aggregate of more 

than	20%	of	the	net	assets	of	the	underlying	fund.		The	Fund	anticipates	distributions	in	[month,	year].

(3) Approximately 20% of this private investment company has been placed in a side pocket. It is anticipated that distributions will be made in 2 to 3 years.

(4) It is estimated that the underlying assets of the funds would be liquidated over 5 to 8 years.

(5) It is estimated that the underlying assets of the funds would be liquidated over 3 to 5 years.    

Value        

 North America       
  ABC Fund, Ltd. $3,331,000  $1,376,000  $519,000  45 days  Quarterly  None 
	 	 Other	 (393,000)	 72,000		 	-		 30	-	60	days		 Monthly/Annually		 None	
         

Growth       

 North America       
  JKL Partners, Ltd. (3,193,000) 969,000   -   30 days  Semi-annually    None (3)

  Other  3,919,000  108,000  610,000  45 days   Quarterly                    

 Asia       
  Other 5,132,000  201,000  1,081,000  30 days  Semi-annually  Lock-up until 
        April XX, 20XX (2)

Merger arbitrage       

 North America       
  DEF Partners, LLC (3,922,000) 466,000  - 30 days  Semi-annually  Lock-up until  
        September XX, 20XX (1)

 Europe       
  Other 1,381,000  100,000  231,000  30 days  Semi-annually  None 
        

Private Equity       

 North America       
	 	 PE	Fund	L.P.	 (2,931,000)	 760,000		 -	 N/A		 N/A		 See	below	(4)

 Asia
	 	 Other	 (2,191,000)	 	64,000		 -		 	N/A		 	N/A		 See	below	(5)

         

Total    $1,133,000  $4,116,000  $2,441,000     
   

 
Investment

Required for CFTC Funds Required for all Funds either here or in SOI

Income
(Loss) Management Incentive

Redemptions
Notice Period

Redemptions
Permitted

Liquidity 
Restrictions

Fees/Allocations
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APPENDIX B (CONTINUED) INVESTMENTS IN PRIVATE INVESTMENT COMPANIES

Investments in 
private investment 
companies (continued)

[The text below is sample verbiage to 

summarize the overall risks and any 

concentration exposures in the aggregate 

of the investee(s) by geographic regions, 

industries and types of securities. This will 

need to be customized for each Fund of 

Funds	specifically.]

The North America value group disclosed 

in the preceding table invests solely in the 

health care industry.   

The North America merger arbitrage 

group disclosed in the preceding table 

consists of investments in hedge funds 

that invest in approximately 60% equities 

concentrated in technology and 40% 

bonds concentrated in economic, political 

and government-driven events. 

The private equity categories disclosed 

in the preceding table invest primarily in 

foreign technology companies.  These 

investments can not be voluntarily 

redeemed.  Instead, the nature of the 

investments in this category is that 

distributions are received through the 

liquidation of the underlying assets of 

the funds. 

The Fund is subject to credit risk 

to the extent that the investment 

managers of the underlying private 

investment companies are unable to 

fulfill	their	obligations	according	to	

their organizational documents.  The 

Fund, through its investments in private 

investment companies, is subject to 

risk inherent when investing in securities 

and private investments. In connection 

with its investments, the Fund is subject 

to the market and credit risk of those 

investments held or sold short by the 

private investment companies.  Due to 

the nature of the Fund’s investments, 

the risks described above are limited 

to the Fund’s investment balances 

and unfunded commitments to private 

investment companies. 

[If	material,	add:]		At December 31, 

20XX, certain investments in private 

investment companies were managed by 

the same underlying investment manager, 

representing approximately XX% of the 

Fund’s partners’ capital	[net	assets].  

[If applicable, additional disclosure is 

required if a reporting entity determines 

that it is probable that it will sell an 

investment(s) for an amount different from 

net asset value per share (or equivalent). 

The reporting entity shall disclose the 

total fair value of all investments that meet 

the criteria of a possible sale and any 

remaining actions required to complete 

the	sale.]

[If applicable, additional disclosure is 

required if a reporting entity determines 

that it is probable that it will sell a 

group of investments, but the individual 

investments	have	not	been	identified	

(for example, if a reporting entity 

decides to sell 20% of its investments 

in private equity funds but the individual 

investments to be sold have not 

been	identified),	the	reporting	entity	

shall disclose its plans to sell and any 

remaining actions required to complete 

the	sale(s).]
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APPENDIX C  ASC TOPIC 820

Fair Value - Valuation Techniques 
and Inputs

[Below are examples of illustrative 

disclosures of the valuation inputs and 

techniques used for a select group of 

Level 2 and 3 investments.  Funds should 

consider the inherent risk factors of the 

investment, and the nature of the inputs 

used, to customize their disclosures 

to comply with the input disclosure 

requirements	of	ASC	820-10-50-2(e).]		

[Also included in this Appendix is an 

example of early adoption of ASU 2011-

04 documentation of valuation processes 

for Level 3 investments and table of 

quantitative	inputs.]

Bank Debt

The fair value of bank debt is generally 

valued using recently executed 

transactions, market price quotations 

(where observable) and market 

observable credit default swap levels.  

When quotations are unobservable, 

proprietary valuation models and default 

recovery analysis methods are employed, 

utilizing default rates within a range of 

X.X% to X.X%, recovery rates within a 

range of X.X% to X.X% and loss rates 

within a range of X.X% to X.X%.  Bank 

debt is categorized in Level 2 or 3 of the 

fair value hierarchy, depending on the use 

and availability of observable inputs.

Commercial Mortgage-Backed 

Securities (“CMBS”) and Asset-Backed 

Securities (“ABS”)

CMBS and ABS may be valued based 

on	external	price/spread	data.	When	

position-specific	external	price	data	is	not	

observable, the valuation is either based 

on prices of comparable securities or 

cash	flow	models	that	consider	inputs	

including default rates, conditional 

prepayment rates, loss severity, expected 

yield	to	maturity,	and	other	inputs	specific	

to each security.  Included in this category 

are certain interest-only securities, 

which in the absence of market prices 

are valued as a function of observable 

whole	bond	prices	and	cash	flow	values	of	

principal-only bonds using current market 

assumptions at the measurement date.  

CMBS and ABS are categorized in Level 

2 of the fair value hierarchy when external 

pricing data is observable and in Level 3 

when external pricing data is unobservable.

At December 31, 20XX, the Fund had 

investments in ABS with a fair value of 

approximately $28,677,000 included in 

Level 3 of the fair value hierarchy.  These 

securities represent senior and mezzanine 

tranches in various securitization trusts.  

The underlying loans for these securities 

include small business loans and credit 

card receivables that were originated 

between 20XX and 20XX.  The underlying 

small business loans and credit card 

receivables have respective weighted-

average coupon rates of X.X% and X.X% 

and weighted-average maturities of XX 

and XX years.  To estimate their fair 

value,	the	Fund	uses	a	cash	flow	model.		

The	significant	inputs	used	for	the	cash	

flow	model	include	the	following	ranges	

of inputs:

Investments in Private Operating 

Companies

The Fund’s investments in private 

operating companies consist of direct 

private common and preferred stock 

(together or individually “equity”) 

investments.  The transaction price, 

excluding transaction costs, is typically 

the Fund’s best estimate of fair value 

at inception.  When evidence supports 

a change to the carrying value from 

the transaction price, adjustments are 

made	to	reflect	expected	exit	values	in	

the investment’s principal market under 

current market conditions.  Ongoing 

reviews by the Fund’s management 

are based on an assessment of trends 

in the performance of each underlying 

investment from the inception date 

through the most recent valuation date.

Yields to maturity X.X – X.X % 

Default rates X.X – X.X % 

Loss severities                         X.X – X.X %  

Prepayment rates X.X – X.X % 

Yields to maturity X.X – X.X % 

Default rates X.X – X.X % 

Loss severities                         X.X – X.X %  

Prepayment rates X.X – X.X % 

Senior
tranches

Mezzanine
tranches

Pro Forma  8



APPENDIX C (CONTINUED)  ASC TOPIC 820

Fair Value - Valuation Techniques 
and Inputs (continued)

Investments in Private Operating 

Companies (continued)

These assessments typically incorporate 

valuation methodologies that consider the 

evaluation	of	arm’s-length	financing	and	

sale transactions with third parties, an 

income	approach	reflecting	a	discounted	

cash	flow	analysis,	and	a	market	

approach that includes a comparative 

analysis of acquisition multiples and 

pricing multiples generated by market 

participants.  In certain instances, 

the Fund may use multiple valuation 

methodologies for a particular investment 

and estimate its fair value based on a 

weighted-average or a selected 

outcome within a range of multiple 

valuation results.  These investments 

in private operating companies are 

generally included in Level 3 of the fair 

value hierarchy.  

Investments valued using an income 

approach utilized discount rates within a 

range of XX% to XX%.  Additional inputs 

relied upon in this approach include 

annual	projected	cash	flows	for	each	

investment through their respective 

investment	horizons.		These	cash	flow	

assumptions may be probability

weighted	to	reflect	the	risks	associated	

with achieving expected performance 

levels across various business scenarios.  

Under the income approach, the privately 

held nature of an investment may be 

reflected	in	the	magnitude	of	the	selected	

range of discount rates or through 

application of separate liquidity discounts 

within a range of XX% to XX%.

Investments valued using a market 

approach utilized valuation multiples 

within a range of X.X% and X.X% times 

the annual earnings before interest, 

taxes, depreciation and amortization 

(“EBITDA”), or another performance 

metric such as revenues or net earnings.  

The selected valuation multiples were 

estimated through a comparative analysis 

of the performance and characteristics 

of each investment within a range of 

comparable companies or transactions in 

the observable marketplace.  In addition, 

the Fund generally applies liquidity 

discounts within a range of XX% to XX%, 

and control premiums within a range 

of XX% to XX%, dependant upon the 

characteristics of the individual investment 

and its respective marketplace.

At December 31, 20XX, the approximate 

fair values of the Fund’s investments in 

private operating companies, by valuation 

methodology, are as follows:

Investments in Restricted Securities of 

Public Companies

Investments in restricted securities of 

public companies cannot be offered for 

sale to the public until the Fund complies 

with certain statutory requirements.  

The valuation of the securities by 

management takes into consideration 

the type and duration of the restriction, 

but in no event does the valuation 

exceed the listed price on any major 

securities exchange.  The Fund may 

apply liquidity discounts to similar publicly 

traded securities which consider the 

respective	financial	performance	of	the	

public companies and expected holding 

period for the restrictions.  Investments in 

restricted securities of public companies 

are generally included in Level 2 of the fair 

value hierarchy.  However, to the extent 

that	significant	inputs	used	to	determine	

liquidity discounts are not observable, 

investments in restricted securities in 

public companies may be included in 

Level 3 of the fair value hierarchy.  At 

December 31, 20XX, investments in 

restricted securities of public companies 

of approximately $XX,XXX,000 were 

valued using liquidity discounts within a 

range of XX% to XX%.

Credit default swaps 

Investments in credit default swaps 

are valued using pricing models widely 

accepted by marketplace participants.  

The pricing models take into account 

the contract terms (including maturity), 

time value, credit curves, recovery rates, 

and current credit spreads obtained from 

swap counterparties and other market 

participants.  Depending on whether 

significant	inputs	are	observable	or	

unobservable, credit default swaps are 

categorized in Level 2 or 3 of the fair 

value hierarchy.  At December 31, 20XX, 

investments in credit default swaps had 

maturities within a range of X and XX 

years, and were valued using recovery 

rates within a range of XX% and XX%, 

and current credit spreads within a range 

of XXX and X,XXX basis points.

Third party transactions          $ X,XXX,XXX

Income approach                     X,XXX,XXX

Market approach                       X,XXX,XXX

Blended approach X,XXX,XXX
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APPENDIX C (CONTINUED)  ASC TOPIC 820

[The below section is an example of early 

adoption of ASU 2011-04 - Level 3 quanti-

tative input disclosures and additional valu-

ation processes.  This update is effective 

for	fiscal	years	beginning	after	December	

15,	2011.]

Fair Value – Valuation Processes

The Fund establishes valuation processes 

and procedures to ensure that the valu-

ation methodologies for investments that 

are categorized within Level 3 of the fair 

value hierarchy are fair, consistent, and 

verifiable.		The	Fund	designates	a	Valu-

ation Committee (the “Committee”) to 

oversee the entire valuation process of the 

Fund’s Level 3 investments.  The Commit-

tee is comprised of various Fund person-

nel who are separate from the Fund’s 

portfolio management and trading func-

tions, and reports to the Fund’s Board of 

Directors.  The Committee is responsible 

for developing the Fund’s written valuation 

processes and procedures, conducting 

periodic reviews of the valuation policies, 

and evaluating the overall fairness and 

consistent application of the valuation 

policies.  

The Committee meets on a monthly basis, 

or more frequently as needed, to deter-

mine the valuations of the Fund’s Level 3 

investments.  Valuations determined by 

the Committee are required to be sup-

ported by market data, third-party pricing 

sources, industry accepted pricing mod-

els, counterparty prices, or other methods 

the Committee deems to be appropriate, 

including the use of internal proprietary 

pricing models. 

The Fund periodically tests its valuations 

of Level 3 investments through perform-

ing back testing of the sales of such 

investments by comparing the amounts 

realized against the most recent fair values 

reported,	and	if	necessary,	uses	the	find-

ings to recalibrate its valuation procedures.  

On an annual basis, the Fund engages the 

services of a nationally recognized third-

party	valuation	firm	to	perform	an	indepen-

dent review of the valuation of the Fund’s 

Level 3 investments, and may adjust its 

valuations based on the recommendations 

from	the	valuation	firm.

The following table summarizes the valua-

tion	methodology	and	significant	unob-

servable inputs used for the Fund’s invest-

ments that are categorized within Level 3 

of the fair value hierarchy as of December 

31, 20XX:

Assets (at fair value)

 Investments in securities

 Private preferred stocks          $          18.5    Market comparable companies     

         8% - 10% (9%)

                                    Discounts for lack 

                                      of marketabiliity	 	 15%	-	20%	(n/a)

	 	 	 	 	 																														Control	premiums	 	 2%	-	5%	(n/a)

 Corporate bonds                    $            2.6       Indicative quote                          Non-transparent 

                                     indicative quote	 	 n/a		

      

	 Asset-backed	securities									$										28.7							Discounted	cash	flow	model																Loss	severities	 	 2%	-	5%	(3.5%)

                                Probabilities of default   10% - 15% (13%)

	 	 	 	 	 																													Prepayment	rates		 	 8%	-	10%	(n/a)

 Derivatives

 Call warrants                          $            1.8         Industry accepted model                   Implied volatility  X% - X% (X%)

	 Total	return	swaps																		$												1.4									Industry	accepted	model		 	 	 	 n/a

Liabilities (at fair value)

 Derivatives

 Credit default swaps              $             1.8        Industry accepted model    6.7% - 8.9 %  (8.2%)

         

 

 

Fair Value at 
December 31, 

20XX
Valuation  

Methodology Unobservable Inputs

Range of Inputs 
(Weighted  
Average)($ in thousands)

Adjusted valuation  
multiples (EBITDA)

Current price of underlying 
instrument is illiquid

Illiquid indicative quotes for 
current spread



APPENDIX D LIABILITY FOR UNRECORDED TAX BENEFIT 

[Replace the accounting policy for 

income taxes with the following language 

if the Fund has recognized a liability for 

unrecognized	tax	benefits:]

[Use	if	Fund	is	a	domestic	entity.]

Income Taxes

The Fund does not record a provision 

for U.S. federal, state, or local income 

taxes because the partners report their 

share of the Fund’s income or loss on 

their income tax returns. 	[If	applicable] 

However, certain U.S. dividend income 

and interest income may be subject to a 

maximum 30% withholding tax for those 

limited partners that are foreign entities or 

foreign individuals.  [If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The	Fund	files	an	income	tax	return	in	

the	U.S.	federal	jurisdiction,	and	may	file	

income tax returns in various U.S. states 

[if	applicable] and foreign jurisdictions.  

Generally, the Fund is subject to income 

tax examinations by major taxing 

authorities during the three-year period 

prior to the period covered by these 

financial	statements.	

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with the 

relevant taxing authorities.  

[Use	if	Fund	is	an	offshore		entity.]

Income Taxes

Under the laws of the Cayman Islands, 

the Fund is generally not subject to 

income taxes.  However, certain U.S. 

dividend income and interest income 

may be subject to a maximum 30% 

withholding tax.  [If	applicable] Further, 

certain non-U.S. dividend income may 

be subject to a tax at prevailing treaty 

or standard withholding rates with the 

applicable country or local jurisdiction.  

The Fund is subject to income tax 

examinations by major taxing authorities 

for all tax years since its inception. 

In accordance with GAAP, the Fund is 

required to determine whether its tax 

positions are more likely than not to 

be sustained upon examination by the 

applicable taxing authority, based on 

the technical merits of the position.  The 

tax	benefit	recognized	is	measured	as	

the	largest	amount	of	benefit	that	has	

a greater than 50% likelihood of being 

realized upon ultimate settlement with the 

relevant taxing authorities.  

[Regardless of domestic or offshore, add 

a separate footnote disclosing  

the	following:]

Note X:  Income taxes

At December 31, 2011, the Fund 

recorded a liability for unrecognized tax 

benefits	of	$XXX,XXX	related	to	its	tax	

positions.  [Select one of the following 

three sections which best applies to the 

Fund’s assessment of possible changes 

in	unrecognized	tax	benefits	over	the	next	

12	months:]	

1.  The Fund has determined that it is 

reasonably possible that the total amount 

of	the	unrecognized	tax	benefits	will	

increase	[decrease]	by	approximately	

[include an amount or a range of 

the reasonably possible change in 

unrecognized	tax	benefits]	within the 

next 12 months as a result of [describe 

the nature of events that can cause a 

significant	change	in	unrecognized	tax	

benefits,	including	but	not	limited	to,	

settlements, expiration of statutes of 

limitations, changes in tax law, and new 

authoritative	rulings].

OR

2.  The Fund has determined that it is 

reasonably possible that the total amount 

of	the	unrecognized	tax	benefits	will	

increase	[decrease]	within	the	next	12	

months as a result of [describe the nature 

of	events	that	can	cause	a	significant	

change	in	unrecognized	tax	benefits,	

including but not limited to, settlements, 

expiration of statutes of limitations, 

changes in tax law, and new authoritative 

rulings].  Until formal resolutions are 

reached between the Fund and tax 

authorities, the determination of a 

possible ultimate settlement with respect 

to the impact on unrecognized tax 

benefits	is	not	readily	determinable.

OR 
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APPENDIX D (CONTINUED) LIABILITY FOR UNRECORDED TAX BENEFIT 

Income Taxes (continued)

3.   The Fund does not expect that its 

assessment regarding unrecognized tax 

benefits	will	materially	change	over	the	

next 12 months.  However, the Fund’s 

conclusions may be subject to review 

and adjustment at a later date based 

on factors including, but not limited to, 

the nexus of income among various 

tax jurisdictions, compliance with U.S. 

federal, U.S. state and foreign tax laws, 

and changes in the administrative 

practices and precedents of the relevant 

taxing authorities.   

The Fund recognizes interest and 

penalties related to unrecognized tax 

benefits	in	interest	expense	and	other	

expenses, respectively.  During the year 

ended December 31, 2011, the Fund 

recognized $XX,XXX and $XXX,XXX, 

respectively, related to interest and 

penalties.  At December 31, 2011, the 

Fund accrued $XX,XXX and $XX,XXX, 

respectively, for the payment of interest 

and penalties.
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APPENDIX E ALTERNATIVE CONDENSED SCHEDULE OF INVESTMENTS

December 31, 20XX

See accompanying notes to financial statements.

Level 1 Level 2 Level 3
Total

Fair Value

Percentage
of Partners’

Capital

Investments in securities, at fair value

Common stocks
United States
Banking
Public Banking Company 1 1,499,611     $     42,467,000   $                      - $                      - $     42,467,000    9.8  %
Other 74,622,000  -  - 74,622,000 17.2 

Manufacturing
Public Manufacturing Company 1 2,649,160 32,458,000  -  - 32,458,000 7.5 
Other 61,989,000  -  - 61,989,000 14.3 

Consumer discretionary 87,491,000  2,191,000  - 89,682,000 20.7 
Health care 81,038,000  -  - 81,038,000 18.7 
Real estate 44,961,000  -  - 44,961,000 10.4 

Total United States (cost $330,510,000)  425,026,000  2,191,000  - 427,217,000 98.6 

United Kingdom
Manufacturing
Public Manufacturing Company 2 1,540,000 38,571,000  -  - 38,571,000 8.9 

Telecommunications 33,642,000 462,000  -    34,104,000 7.9 

Total United Kingdom (cost $41,345,000) 72,213,000 462,000  -    72,675,000 16.8 

Total common stocks (cost $371,855,000) 497,239,000 2,653,000  -    499,892,000 115.4 

Preferred stocks
United States
Banking
Public Banking Company 1, 5%, non-participating 500,590 15,491,000 -     -    15,491,000 3.6 
Other 44,595,000 600,000  -    45,195,000 10.4 

Information technology 35,914,000 -     -     35,914,000 8.3 

Total preferred stocks (cost $75,589,000) 96,000,000 600,000  -    96,600,000 22.3 

[Consider this alternative presentation for Funds with investment types that have material amounts in more than one fair value level hierarchy.]

Number of   
Shares
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APPENDIX E ALTERNATIVE CONDENSED SCHEDULE OF INVEST-

Principal
Amount

Level 1 Level 2 Level 3
Total

Fair Value

Percentage
of Partners’

Capital

Investments in securities, at fair value (continued)

Exchange-traded funds
United States

Real estate (cost $21,834,000) $     19,567,000   $                      -   $                      -   $     19,567,000 4.5  %

Private preferred stocks
United States

Information technology (cost $16,581,000)  -  - 18,541,000 18,541,000 4.3     

Corporate bonds
United States
Banking
Banking	Company	1,	10.00%,	7/15/20XX $   25,000,000  - 22,662,000  - 22,662,000 5.2     

Telecommunications  - 15,872,000 2,584,000 18,456,000 4.3

Total United States (cost $43,381,000)  - 38,534,000 2,584,000 41,118,000 9.5

United Kingdom
Manufacturing (cost $17,891,000) - 20,947,000 - 20,947,000 4.8

Total corporate bonds (cost $61,272,000) - 59,481,000 2,584,000 62,065,000 14.3

Government bonds
United States
U.S.	Treasury	Bills,	1.75%,	4/1/20XX 
(cost $20,450,000) $   22,500,000 22,391,000 - - 22,391,000 5.2

December 31, 20XX

See accompanying notes to financial statements.
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APPENDIX E ALTERNATIVE CONDENSED SCHEDULE OF INVESTMENTS

Principal 
Amount

Level 1 Level 2 Level 3
Total

Fair Value

Percentage
of Partners’

Capital

Investments in securities, at fair value (continued)

Municipal bonds
United States

Construction

Ocean	County,	New	Jersey,	5.00%,	4/1/20XX $   25,000,000   $                     -   $     22,592,000   $                     -   $     22,592,000   $           5.1  %
Water  - 8,451,000  - 8,451,000 2.1
Highway  - 491,000  - 491,000 0.1

Total municipal bonds (cost $28,518,000) - 31,534,000 - 31,534,000 7.3

Asset-backed securities
United States
Senior debt
High Yield CLO  - 1,273,000 11,668,000 12,941,000 3.0
Market Value CDO  -  - 7,491,000 7,491,000 1.7

Total senior debt (cost $40,415,000)  - 1,273,000 19,159,000 20,432,000 4.7

Mezzanine debt
High Yield CLO (cost $25,519,000) - - 9,518,000 9,518,000 2.2

Total asset-backed securities (cost $65,934,000) - 1,273,000 28,677,000 29,950,000 6.9

Total investments in securities, at fair value  
(cost $662,033,000) $   635,197,000 $     95,541,000 $     49,802,000 $   780,540,000 $       180.2  %

December 31, 20XX

See accompanying notes to financial statements.
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APPENDIX F CREDIT DEFAULT SWAPS - PROTECTION SOLD

Derivative contracts 

Swap contracts

Credit Default Swaps

[Additional disclosures to consider when a 

Fund engages in writing credit protection 

through	credit	default	swaps:]

Alternatively, when the Fund sells a credit 

default swap (“credit default swaps 

sold”), it receives premium payments in 

exchange for assuming the credit risk of 

the	specified	reference	entity.		Generally,	

the counterparty pays or receives a 

premium up front and continues to pay 

periodic interest payments while the Fund 

agrees to make a payment to compensate 

the counterparty for losses upon the 

occurrence	of	a	specified	credit	event.

Although	contract-specific,	credit	events	

generally include bankruptcy, failure to 

pay, restructuring, obligation acceleration, 

obligation	default	or	repudiation/

moratorium.  Upon the occurrence of 

a	defined	credit	event,	the	difference	

between the value of the reference 

obligation and the swap’s notional amount 

is recorded as realized gain (for protection 

written) or loss (for protection sold) in the 

statement of operations.

In	the	event	that	certain	specified	credit	

events occur, the maximum potential 

amount of future undiscounted payments 

that the Fund would be required to 

pay under its credit default swaps sold 

would be approximately $XX,XXX,000.  

However, if the Fund was required to make 

payments under its credit default swaps 

sold, it would be entitled to certain assets 

owned by the entities that collateralize the 

reference obligations.

At December 31, 20XX, the open credit default swaps sold by the Fund were referenced to corporate debt and asset-backed 

securities, and are summarized as follows:

(in thousands)

Fair value   $ -  $  -  $  -  $  -  $  -

Maximum potential amount of future
 undiscounted payments   -   -   -   -   -

Recourse provisions with third parties   -   -   -   -   -

Collateral held by the Fund or by third
 parties    -   -   -   -   -

Corporate
debt

Asset-backed
securities

Corporate
debt

Asset-backed
securities Total

Single-name credit 
default swaps Credit default swap indexes
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APPENDIX F (CONTINUED) CREDIT DEFAULT SWAPS - PROTECTION SOLD

[There	are	two	alternative	presentation	methods	below	to	disclose	the	performance	risk	of	the	credit	derivatives	sold.	The	first	table	

sorts the contracts sold by the external credit ratings of the reference entities underlying the credit derivatives. The second table sorts 

the	contracts	by	the	prevailing	credit	spreads	of	the	aforementioned	reference	entities.]

[Presentation	1] The	notional	amounts	of	the	credit	default	swaps	sold,	classified	by	the	expiration	terms	and	the	external	credit	ratings	

of the reference obligations underlying the credit default swaps sold at December 31, 20XX, are summarized as follows:

(in thousands)

(a)	The	Fund	considers	ratings	of	BBB-	or	higher	as	meeting	the	definition	of	investment	grade.

(b) Includes non-rated credit derivative instruments.

[Presentation	2]	The	notional	amounts	of	the	credit	default	swaps	sold,	classified	by	the	expiration	terms	and	the	external	credit	spreads	

of the reference obligations underlying the credit default swaps sold at December 31, 20XX, are summarized as follows:

(in thousands)

(a) Credit spreads on the underlying contracts obtained from counterparties, together with the period of expiration, are indicators of payment or performance 

risk.  The likelihood of payment or performance risk is generally greater as the credit spread on the underlying and the period of expiration increases.

Single-name corporate debt          
   Investment grade (a) $ -  $ -  $ -   $ -   $ - 
   Non-investment grade (b)   -    -    -    -    - 
          

Asset-backed securities          
   Investment grade   -    -    -    -    - 
   Non-investment grade   -    -    -    -    - 
    $ -  $ -  $ -  $ -  $ - 

Single-name corporate debt          
 0 - 250   $ -   $ -  $ -   $ -   $ - 
 251 - 500   -    -    -    -    - 
 501 - 1,000   -    -    -    -    - 
 1,001 - 1,500   -    -    -    -    - 
 1,501 - 2,000   -    -    -    -    - 
      -    -    -    -    - 
Asset-backed securities          
 0 - 250    -    -    -    -    - 
 251 - 500   -    -    -    -    - 
 501 - 1,000   -    -    -    -    - 
 1,001 - 1,500   -    -    -    -    - 
 1,501 - 2,000   -    -    -    -    - 
      -    -    -    -    - 
     $ -   $ -   $ -   $ -   $ - 

Less than 1
Year

Less than 1
Year

Credit spread (basis points) (a)

1-3 Years

1-3 Years

3-5 Years

3-5 Years

Over 5 Years

Over 5 Years

Total

Total
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