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A guide to investing in hedge funds

What you should know before you invest

Before you make an
investment decision, it is
important to review your
financial situation, investment
objectives, risk tolerance, time
horizon, diversification needs,
and need for liquidity with
your financial advisor. This
guide will help you better
understand the features and
costs associated with various
types of hedge fund and fund
of hedge fund investments, as
well as how your financial
advisor and Wells Fargo
Advisors are compensated
when you invest in these
products. This guide is not an
invitation to subscribe for
interests in any fund and is
intended for education and
informational purposes only.

What is a single manager hedge fund?

There is no exact definition of the term “hedge fund” in federal or state securities
laws. Hedge funds are basically private investment pools for wealthy, financially
sophisticated investors. Traditionally, they have been organized as partnerships,
with the general partner (or managing member) managing the fund’s portfolio,
making investment decisions and, typically, investing personally in the fund.

Hedge fund managers generally seek to generate a specific range of performance
and attempt to produce positive returns regardless of the underlying trends in
the financial markets. In an attempt to achieve this performance, hedge fund
managers typically use sophisticated investment strategies and techniques that
are described in detail below.

Because private hedge funds are usually only open to a limited number of
wealthy, financially sophisticated investors and generally may not advertise or
publicly offer their securities, they are usually not required to register with the
U.S. Securities and Exchange Commission (SEC). As a result, unregistered private
hedge funds do not provide many of the investor protections that apply to
registered investment products. In addition, because they invest in only one
manager, the use of single manager hedge funds could lead to lower
diversification, greater volatility, and greater firm-specific risk.

Investors should keep in mind that privately offered alternative investments
such as hedge funds are only available to persons who are “accredited investors”
or “qualified purchasers” within the meaning of U.S. securities laws, are
speculative, involve a high degree of risk, may have substantial charges, and are
appropriate only for the investment of the less liquid capital portion of an
investor’s portfolio.

We have a responsibility to consider reasonably available alternatives in making
arecommendation. We do not need to evaluate every possible alternative either
within our products or outside the firm in making a recommendation. We are not
required to offer the “best” or lowest cost product. While cost is a factor that we
take into consideration in making a recommendation, it is not the only factor.

Investment and Insurance Products are:

* Not Insured by the FDIC or Any Federal Government Agency
* Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate
* Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested
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You should consider factors such as those below prior to accepting a
recommendation:

« The potential risks, rewards, and costs in purchasing and in the future selling of
a security.

« Your age, other investments, financial situation and needs, tax status,
investment objectives, investment experience, investment time horizon,
liquidity needs, and risk tolerance.

« The security’s investment objectives, characteristics (including any special or
unusual features), liquidity, volatility, and likely performance in a variety of
market and economic conditions.

« For complex products, you should consider whether less complex or costly
products achieve the same objectives.

By accepting a recommendation, you acknowledge that you have considered the
above factors to your satisfaction.

What is a fund of hedge funds?

Funds of hedge funds, also known as “funds of funds,” are investment vehicles
whose portfolios invest in several underlying hedge funds to provide investors
access to different fund managers and their investment strategies. Unlike the
underlying private hedge fund, in which a fund of hedge funds invests, the hedge
fund of funds can register with the SEC under the Investment Company Act of
1940. In addition, the fund of funds’ securities also can be registered for sale to
the public under the Securities Act of 1933. Registered funds of funds can have
lower minimum investments than private hedge funds (some as low as $25,000).
A registered fund of hedge funds can be offered to an unlimited number of
investors. However, there is no investor right of redemption — shares cannot be
redeemed directly with the fund unless the fund offers to redeem them, nor are
the shares usually listed on a securities exchange. With very limited exceptions,
there is no “secondary market” (a market where investors purchase securities
from other investors rather than from the issuers) available, so you won't be able
to sell your investment readily. Although funds of hedge funds have been made
available to more investors due to the lower minimum investments, it is important
to note that these investment vehicles are not appropriate for all investors.

An investment in a fund of hedge funds does have some potential advantages
over a direct investment in a private hedge fund. For example, a fund of funds
may diversify between a number of different investment styles, strategies and
hedge fund managers, in an effort to more effectively manage risk.

What are concentrated hedge funds?

Concentrated hedge funds are a type of fund of hedge funds with a very limited
number of underlying managers, generally less than five. Concentrated hedge
funds provide investors with the “feel” of a single manager strategy with a
slightly more diversified approach. These funds can be used to employ a core-
satellite strategy when combined with fund of fund offerings that are diversified
among a larger number of managers.
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Core strategies provide exposure to the general market through investments in
traditional asset classes such as stocks and bonds. Satellite strategies are potentially
alpha generating and use active management to seek to deliver higher returns
through investments in real estate, commodities, emerging markets, currencies,
high yield fixed income, and other investments that typically are uncorrelated to
traditional asset classes.

What is an offshore hedge fund?

Hedge funds not organized under U.S. law and domiciled outside the United
States are designated as “offshore hedge funds.” These funds are not registered
with the SEC and, like other offshore products, offshore hedge funds cannot
generally be sold to U.S. residents or offered to any persons while they are in the
United States. Please note, however, that in certain, limited circumstances,
offshore funds may be purchased by people or entities that qualify as “U.S.
tax-exempt entities or persons” under the U.S. Internal Revenue Code. Tax-
exempt entities or persons are urged to consult their tax advisors about their
ability to invest in an offshore fund and any potential tax consequences that may
result. Additionally, not all funds are authorized for sale in all countries. Offshore
hedge funds may be structured as an individual fund or a fund of funds and
generally involve similar risks, trading strategies, and characteristics as their
domestic counterparts.

Offshore hedge funds are not subject to U.S. income taxes on distributions
received from the fund or to U.S. estate taxes on fund shares. Generally, offshore
hedge funds are exempt from withholding taxes as well, because the funds are
located outside the United States. Because of the nature of the U.S. tax and
securities laws, non-U.S. investors may not want to invest in hedge funds that
are based in the United States if offshore hedge funds are available to them.

What are interval funds?

An interval fund is a registered and typically publicly offered closed-end fund
that, unlike a traditional closed-end fund, is continuously offered, and depending
on the fund, allows purchase through subscription on a daily, or monthly basis,
but does not trade on an exchange. As there is no secondary market for interval
funds, the fund company is required to make periodic repurchase offers for a
percentage of their shares outstanding at a price based net asset value (NAV) as
defined by the fund’s prospectus. The fund may also impose a repurchase fee of
up to 2% to cover expenses. As such if in-between repurchase offers, or a
repurchase offer is oversubscribed, interval funds should be considered an illiquid
investment. Many of the investment strategies used in hedge funds and funds of
hedge funds, and therefore the risks associated with those strategies, are also present
in certain interval funds offered through Wells Fargo Advisors. Your financial advisor
will help you determine which type of investment best aligns with your objectives.
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What are cryptocurrency funds?

A cryptocurrency is a digital or virtual currency that is secured by cryptography,
which makes it nearly impossible to counterfeit or double-spend. Transactions
are documented and authenticated through the blockchain network via a process
called mining. The blockchain network provides history of all transactions on a
decentralized ledger that is publicly available 24/7. Mining is a process of
validating new transactions on the blockchain or creating new blocks. In the case
of the Bitcoin blockchain, new blocks are added once a miner's computer
network solves a mathematical problem which is called proof of work. This adds
security to the Bitcoin blockchain as each new added block is permanent and
cannot be changed.

Bitcoin and cryptocurrencies are part of the broader blockchain based
technologies that are experiencing adoption across diverse segments, including
individual investors, institutions, corporations, and central banks. Bitcoin has a
unique role in this growing adoption as the oldest viable crypto token launched
in 2009. It has a fixed quantity of 21 million, and, by 2140, all bitcoin will have
been created.

Managers will typically create cryptocurrency funds to buy and sell
cryptocurrency to generate returns, or create an allocation of cryptocurrency to
their existing portfolios.

The timing and assurance of the SEC’s approval of a cryptocurrency ETF in the
U.S. is still unknown, and the fragmented market may still pose a challenge to
traditional passive structures. In the interim, cryptocurrency funds offer a
solution for exposure to Bitcoin that removes many technological hurdles,
permits fractional share ownership, and complies with current regulatory, tax,
and compliance requirements.

Features and characteristics

Hedge funds and funds of hedge funds may offer investors the following features
and characteristics:

“Absolute” returns — Most hedge funds and funds of hedge funds seek to
achieve positive or “absolute” returns in any market, rather than strive to merely
“beat” (or outperform) a market index. It is important to note that, in seeking
absolute returns, hedge funds and funds of hedge funds may use advanced and
high-risk investment strategies such as “arbitrage” (the simultaneous purchase
and sale of an asset to profit from the difference in price), or investing in volatile
international markets or single issuer securities.

Historically low correlation* to traditional asset classes — Hedge funds and
funds of hedge funds also seek to use these complex, high-risk investment
strategies in an attempt to provide returns that are independent of (that is, not
correlated to) traditional asset classes.

* Correlation is the tendency for the returns of two assets to move together relative to their average. The measurement can range
from -1 (perfect negative correlation, one goes up while the other goes down) to 1 (perfect positive correlation, both moving in the
same direction). A correlation of 0 means no relationship can be found between the movements in the assets’ performance. Keep
in mind that there is no guarantee that future correlations between asset classes will remain the same.
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Hedge risk of overall portfolio — Many hedge funds actually strive to “hedge”
(i.e., diversify) risk. Because hedge funds generally have low correlations to
traditional investments, such as stocks and bonds, they may potentially reduce
the overall volatility of a portfolio that includes traditional investments.

Risks of investing in hedge funds and
funds of hedge funds

Following are some of the most significant risks associated with investing in
hedge funds and funds of hedge funds. The list is not exhaustive. Particular hedge
funds may involve other risks that will be disclosed in the fund’s official offering
documents or in any supplement to those documents for the individual products.

Unregistered investments — While many hedge fund managers register with
the SEC, other managers of hedge funds and funds of hedge funds are not
registered, and so are subject to less regulatory oversight. In addition, funds of
hedge funds may invest in several private hedge funds that are not subject to the
SEC’s registration and disclosure requirements. Consequently, unregistered
investments have less regulatory oversight, and may offer less investor
protection. This lack of SEC regulation makes it difficult for both you and the
fund of funds manager to assess the performance of the underlying hedge funds
or to independently verify information that is reported. Neither you nor your
financial advisor has control or power in the management of the fund, although
you will receive periodic reports from the fund manager. The fund may not
always provide all the information that you request, because certain information
may be considered proprietary or otherwise confidential. This lack of
information may make it more difficult for you to evaluate the risk of the fund.
Because of how hedge funds are structured, a fund manager can pose other risks
related to your investment, as explained below.

Lack of transparency — Hedge funds and funds of hedge funds are not required
to provide investors with information about their underlying holdings. As a
result, you are often putting your complete trust in the manager’s ability to meet
the fund’s objectives, without the benefit of knowing his or her investment
selections.

Risky investment strategies — Hedge funds very often use speculative
investment and trading strategies that may involve a high degree of risk.
Historically, some hedge funds or funds of hedge funds have low volatility
compared to the stock markets or, in some cases, the bond markets. This low
volatility may lead some investors to believe hedge funds have less risk than the
stock and bond markets. However, investing in hedge funds or funds of hedge
funds involves inherent risk, and performance can be highly volatile.

To achieve positive investment performance, hedge fund managers use
sophisticated investment strategies and techniques such as short selling,
arbitrage, hedging, and leverage. Furthermore, managers may invest heavily in
concentrated positions of a single issuer or market, distressed or bankrupt
companies, derivatives such as options and futures contracts, volatile
international markets, and privately issued securities. Many hedge funds balance
a high risk of capital loss with a high potential for capital growth.
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Allinvesting involves risk, including the possible loss of principal. Due to the
strategies (and inherent risks) hedge funds may employ, you may lose your entire
investment. If you can’t afford to lose your entire investment, hedge funds and
funds of hedge funds are not appropriate for you.

Lack of liquidity — Hedge funds, whether registered or unregistered, are “illiquid”
investments (investments that can’t be sold or exchanged for cash quickly or
easily), and are subject to restrictions on transferability and resale. Almost all
hedge funds and funds of hedge funds restrict liquidity to monthly, quarterly,
semiannual, or annual intervals.

Limited secondary market for redemption — Although secondary markets
may provide a liquidity option in limited circumstances, the amount you will
receive typically is discounted to current valuations. Wells Fargo Advisors does
not operate a secondary market, does not expect one to exist for most funds,
and does not receive compensation for transactions in the secondary market.

With long-term investments, you should consider your financial ability to bear
large fluctuations in value and hold these investments over a number of years.

Funds of funds also typically require a “redemption notice” (notice that you want
to redeem [cash in] your investment), often as much as six to eight weeks in
advance of the desired redemption date. Registered hedge fund units may not be
redeemable at the investor’s option. This is because limited secondary markets
exist for the sale of hedge fund units. Moreover, hedge funds typically limit
opportunities to redeem, or cash in, units to four times a year or less, and often
impose a “lock-up” period of one year or more, during which an investor cannot
cash in units.

Leverage — Hedge funds may use leverage in connection with certain
investments or participate in investments with highly leveraged capital
structures. Although the use of leverage may potentially enhance returns and
increase the number of investments that can be made, leverage also involves a
high degree of financial risk and may increase the exposure of such investments
to factors such as rising interest rates, downturns in the economy, or
deterioration in the condition of the assets underlying such investments.

Manager risk — The hedge fund manager has total trading authority over the
fund. The use of a single advisor applying generally similar trading programs
could mean lack of diversification and, consequently, higher risk. Furthermore,
most single hedge funds are founded by an individual or partners. It is solely the
manager’s skill that is responsible for the returns on these funds. If the founder or
key person departs, the hedge fund returns may be impacted.

Risks specific to concentrated and single
manager hedge funds

In addition to the risks listed above related to hedge funds and funds of hedge
funds, the following risks apply specifically to single manager and concentrated
hedge funds.
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Lower diversification — Concentrated hedge funds will have less diversification
because they are not allocating to as many underlying funds and/or investment
managers. This risk is even greater for single manager hedge funds.

Greater volatility — Concentrated hedge funds will typically have a higher level
of return volatility due to their concentration in a smaller number of managers.
This risk is even greater for single manager hedge funds.

Greater firm-specific risk — Concentrated hedge funds will allocate to a smaller
number of investment managers which will increase the amount of risk associated
with each firm. This risk is even greater for single manager hedge funds.

Risks specific to cryptocurrency funds

As with other types of privately offered funds, there are risks specific to
cryptocurrency funds. Such risks include, but are not limited to, the following:

Regulatory — Regulatory changes or actions could adversely alter the nature of
an investment in cryptocurrency funds.

Technology — A failure to properly monitor and update network protocols could
damage the networks and negatively impact the value of underlying
cryptocurrencies.

Cybersecurity — Bad actors could collude to control the processing power of the
networks and adversely affect the value of the corresponding cryptocurrency.

Adoption — There is no guarantee that one or any cryptocurrency network will
continue to grow or achieve mainstream acceptance.

Market risk — Cryptocurrencies have historically exhibited high price volatility
relative to more traditional asset classes.

Liquidity — Private placement structures should not be used to actively trade
cryptocurrencies, and the lack of daily or monthly liquidity may limit an
investor’s ability to liquidate at any point in time.

Loss of encrypted key — A concern with investing in cryptocurrency is the
requirement of an encrypted key and password to unlock access to an investor’s
holdings of cryptocurrency:. If the encrypted key held by the fund manager in the
name of the fund were to be lost or otherwise compromised, then the ability to
sell or transfer the cryptocurrency attached to that key would likewise be lost or
compromised. Once a key is lost or compromised, the ability to sell or transfer
funds may be lost forever.

Tax treatment

Generally, hedge fund investors are subject to income taxes on the interest,
dividends, and/or capital gains distributed to them from the fund. However, in
retirement accounts such as individual retirement accounts (IRAs), taxes are
deferred until distributions are taken from the account. As a result of complex
tax reporting requirements, and because neither Wells Fargo Advisors nor its
affiliates are tax or legal advisors, you should consult with your tax or legal
advisor to fully understand the tax implications associated with an investment
in hedge funds.
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Hedge funds may produce unrelated business taxable income (UBTI), as defined
by the Internal Revenue Service (IRS). For most organizations, UBTI is income
from a trade or business that is not substantially related to the basis of the
organization’s exemption. This may subject a tax-deferred account (such as a
retirement plan or IRA or a tax-exempt entity such as a foundation or
endowment) to taxation. In instances where tax-sensitive funds are available for
tax-deferred accounts or tax-exempt entities, you are encouraged to consider the
potential advantages of utilizing such a fund for a hedge fund allocation. Please
consult your tax advisor to consider the potential impact of UBTI on your
investment.

Hedge funds and funds of hedge funds can be tax-inefficient vehicles, and you
should analyze the tax consequences before making an investment. There are a
number of adverse tax consequences that should be taken into account when
considering an investment in hedge funds or funds of hedge funds.

Most hedge funds and funds of hedge funds are organized as limited partnerships
(LPs) or limited liability companies (LLCs). Because of their structures, a “pass-
through taxation” strategy is achieved (taxes are “passed through” to the owners,
who then report loss or income on their personal income tax returns). Rather
than a 1099, most domestic hedge funds and funds of funds produce annual tax
information on Schedule K-1s that are typically issued later than 1099s. For this
reason, investors may need to file a tax extension for every year of involvement
with the fund.

Costs of investing in hedge funds

The expenses associated with investing in hedge funds are significantly higher
than many other traditional investment vehicles. There are no limits on the fees
a hedge fund can charge its investors, and several types of fees and charges are
associated with investing in hedge funds and funds of hedge funds. You need to
understand these expenses before investing. These fees will reduce the value of
your total investment and your return. All expenses are disclosed in the hedge
fund “offering documents” (documents provided by a fund that explains its
objectives, strategies, risks, terms, fees, and other information), and you should
be aware of all of them. The expenses generally include, but are not limited to, the
following;

Performance fee — Most hedge funds charge a performance-based fee. This fee
is usually a fixed percentage of the performance results. Here is an example: If the
hedge fund manager returned 10% (net of management fee) in the first year, and
the performance fee is 20% of new profits, the performance fee would be 2%
(20% of the 10% return above the high water mark, which is the previous point of
performance measurement), resulting in a net return of 8%. It should be noted
that no performance fees are charged while a fund’s performance remains below
a past high water mark. A performance fee could motivate a hedge fund manager
to take greater risks in the hope of generating a larger return to receive a higher fee.
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Placement fee — The placement fee is a “front-end sales charge” (a sales charge
that must be paid immediately upon purchase) paid to the placement agent. The
agent, in turn, may pay a portion of those fees to affiliated or unaffiliated
registered broker-dealers or other entities involved in the offer and sale of the
hedge fund interests. Wells Fargo Advisors receives a portion of the placement
fee to compensate its financial advisors.

Management fee — You are charged an annual management fee on the value of
your investment. This fee is the cost of a fund manager making the investment
decisions for you. The fund manager typically receives a fee of 1% to 2% of net
assets, although this amount depends on various factors, including the type of fund.

Trail fees — Some registered hedge funds or fund of funds may charge trail fees.
Trail fees, while generally considered operating expenses, are not paid directly as
a fee. Instead they are deducted from the fund’s assets, and will reduce investment
returns. These fees are used for marketing and distribution expenses, which may
include compensating financial advisors or other investment professionals.

Transaction and administrative expenses — As a limited partner, you are
charged a pro-rated percentage (based on your investment) of all transaction and
administrative expenses incurred by the fund. In addition to the fees outlined in
the offering documents, Wells Fargo Advisors may charge a transaction fee.

Costs of investing in funds of
hedge funds

In addition to the expenses incurred by the underlying hedge funds, investors in
funds of hedge funds also pay an additional layer of fees, including an advisory
fee, a performance fee and a pro rata share of the fund’s expenses. These two
layers of fees can be expensive, and you should analyze the added cost against
the benefit of diversification obtained by investing in funds of hedge funds.

Costs of investing in interval funds

Breakpoint discounts

Breakpoint discounts are offered by some interval funds on the Placement fee or
front-end sales charge for large investments, so as the size of your total investment
within a fund family increases, the sales charge may decrease. Also, most domestic
fund families allow investors to aggregate holdings in related accounts to reach a
breakpoint (and receive a discount). This is called rights of accumulation (ROA).
Those breakpoints typically occur at $25,000, $50,000, $100,000, $250,000,
$500,000, and $1 million but may vary with the fund. Finally, most fund families
permit investors to sign a letter of intent (LOI) to invest a certain amount in the
fund over a certain period of time, entitling them to a breakpoint discount at
lower initial levels of investment. Each fund’s rules about ROAs and LOIs differ,
so be sure to speak with your financial advisor before investing to make sure you
receive any available discounts.
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Redemption fees

Designed to discourage frequent trading in interval funds and offset the trade
costs associated with redeeming. Redemption fees may be charged when
shareholders redeem their fund shares before a specified period defined by the
fund company. These fees are paid directly to the fund company and not to the
financial advisor and are charged in addition to the initial placement fee paid.
Because each fund’s rules vary, be sure to check the fund’s prospectus for the
specific redemption period and schedule of fees.

Investor characteristics

Hedge funds are not appropriate for all investors. Prospective investors are required
to meet minimum financial eligibility guidelines to invest in privately offered
hedge funds or funds of hedge funds. You should evaluate your individual financial
condition and your ability to tolerate risk before you invest in hedge funds.

If the hedge fund is not registered with the SEC, it can offer or sell securities to
only certain types of individuals. These individuals are known as “accredited U.S.
individual investors,” which is defined as an individual with a net worth of at
least $1 million (exclusive of the value of the primary residence) individually or
jointly with his or her spouse, or earns an individual annual income of at least
$200,000, or ajoint annual income of at least $300,000 for the past two
calendar years, with the reasonable expectation that the income will continue in
the current calendar year. Sales are also allowed to an “accredited U.S.
institutional investor,” which is defined as someone who has at least $5 million
in investable assets.

In calculating net worth for purposes of this representation, generally an
investor’s equity in his or her primary residence is excluded. Investors must also
reduce their net worth by: (i) any mortgage debt assumed on their primary
residence in excess of the primary residence’s fair market value (i.e, an under-
water mortgage); and (ii) the total amount of any loan or additional indebtedness
secured against their primary residence (i.e,, a home equity loan or line of credit)
incurred 60 days prior to purchasing a hedge fund or hedge fund of funds.

Finally, unregistered companies are allowed to sell securities to a “qualified
investor,” which is an individual with at least $5 million in investable assets and
other entities (corporations, foundations, etc.) with at least $25 million in
investable assets.

In the case of offshore hedge funds and other unregistered funds, the financial
eligibility requirements may be lower than those listed above. However, investors
still must be capable of tolerating the risk involved with the investment — including
the potential loss of their entire investment.

Concentration Limitations — It is required that all clients investing in funds and
concentrated hedge funds invest no more than 10% of total net worth, and no
more than 20% of total investable assets exclusive of homes, furnishings, and
automobiles. It is required that all clients investing specifically in single manager
hedge funds invest no more than 5% of their investable assets in any one manager.
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Diversification — Wells Fargo Advisors believes that you should diversify your
investments. It is recommended that you observe an asset allocation strategy
and not overweight your overall portfolio in any one class of securities,
particularly hedge funds. Asset allocation is an investment method used to help
manage risk. It does not ensure a profit or protect against an investment loss.

How your financial advisor and

Wells Fargo Advisors are compensated
on hedge funds and funds of hedge
funds

Wells Fargo Advisors and your financial advisor receive payments depending on
the fund, amount invested, and class you select. For helping you invest in these
funds, Wells Fargo Advisors and your financial advisor are compensated in ways
that vary depending on the selected investment. Funds pay Wells Fargo Advisors
from the fees paid by you. Part of that payment then goes to your financial
advisor, and the remainder is retained by Wells Fargo Advisors.

For most purchases, a financial advisor's compensation is based on the sales
concession that is set by the funds and described in the offering documents. In
certain fee-based accounts, a financial advisor's compensation is based on a
percentage of the assets in the account rather than on the concession, which is
described above.

Wells Fargo Advisors is paid by the fund family from the fees you pay. Part of
that payment then goes to your financial advisor.

« In brokerage accounts, financial advisors receive a portion of the placement
fee and ongoing payments (known as “residuals” or “trails”) on Hedge Fund
units, as set by the Subscription Agreement and generally paid (excluding
advisory programs).

« Ininvestment advisory accounts (also known as “advisory programs” or
“fee-based accounts”), your financial advisors’ compensation is based on a
percentage of the assets in the account rather than on concessions or trails, as
mentioned above.

The compensation formula that determines the amount of payment to your
financial advisor is generally the same for all funds. Some funds, however, may
carry higher sales charges than others, which may create an incentive for the
financial advisor to recommend those funds. Typically, registered funds have
higher upfront sales charges and lower investment minimums than unregistered
funds due to the costs associated with filing the registration statement.
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Additional compensation received
by Wells Fargo Advisors from hedge
fund sponsors and other hedge fund
relationships

In addition to transaction-based commissions received by Wells Fargo Advisors
and your financial advisor, Wells Fargo Advisors may receive compensation paid
by the fund companies, not related to individual transactions, for marketing
support, educational, and training services performed by Wells Fargo Advisors in
support of hedge fund and interval fund sales. This “non-commission”
compensation received by Wells Fargo Advisors from fund companies can be
broken down into six general categories:

* Revenue sharing

» Intra-company, and fund company compensation arrangements
e Training and education support

« Additional compensation for general services provided to funds
¢ Data agreements

« Networking and omnibus platform services compensation

Revenue sharing

Revenue sharing may be paid by a hedge fund’s investment advisor, distributor,
or other fund affiliate to Wells Fargo Advisors for providing continuing due
diligence, training, operations and systems support, and marketing to financial
advisors and clients with respect to hedge funds and interval funds. Wells Fargo
Advisors may receive revenue sharing payments from funds available in both
transaction-based and/or investment advisory programs.

o The fees are paid from the fund affiliates’ or distributors’ revenues and profits,
not from fund assets. However, fund affiliates’ or distributor revenues or profits
may in part be derived from fees earned from services provided to the fund.

* Wells Fargo Advisors may receive revenue sharing payments from fund
companies available in both transaction-based and/or investment advisory
programs. Revenue sharing fees are usually paid as a percentage of Wells Fargo
Advisors’ aggregate value of client assets invested in the funds. In certain
instances, revenue sharing may be paid as a percentage of annual new sales to
clients or as a combination of a percentage of new sales and a percentage of
aggregate client assets.

Revenue sharing fees are usually paid by the fund’s investment advisor, or an
affiliate, as a percentage of Wells Fargo Advisors’ aggregate value of client assets
invested in the fund. In certain instances, revenue sharing may be paid as a
percentage of annual new sales to clients, or as a combination of a percentage of
new sales and a percentage of aggregate client assets. The percentage amounts
are typically established in terms of basis points, which are equal to one one-
hundredth of 1%. For example, if Wells Fargo Advisors receives 10 basis points in
revenue sharing for a given fund, it would receive $10 for each $10,000 of total
assets in client accounts in the fund.
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Most fund revenue sharing agreements are based on the greater of a basis point
calculation on assets under management (AUM) or a minimum annual fee
expressed in a fat dollar amount. Since basis point calculations are based on
AUM, this compensation to WFA fluctuates based on client holdings and market
movement. Revenue sharing arrangements vary across fund families, and
different revenue sharing rates may vary within a particular fund family.

Wells Fargo Advisors receives different revenue sharing rates from each fund
family, and may receive different revenue sharing rates for certain funds within a
particular fund family.

Interval fund companies pay Wells Fargo Advisors revenue sharing
compensation at an annual rate of up to 20 basis points on aggregate client
assets (on a $10,000 client position, 20 basis points equals $20 per year).

However, certain funds may pay Wells Fargo Advisors a negotiated, fixed annual
amount for revenue sharing, regardless of the amount of assets held in client
accounts or in new sales to clients.

These amounts are not part of the compensation formula for your financial
advisor. We believe that these financial arrangements do not compromise the
advice your financial advisor offers you. Additionally, these arrangements do not
affect your sales charge.

In addition to the transaction-based compensation received by your financial
advisor and broker-dealer, for clients whose broker-dealers clear and execute
through Wells Fargo Clearing Services, LLC, and/or your broker-dealer may
receive compensation paid by hedge fund companies and/or their affiliates, not
related to individual transactions, for the ongoing account maintenance, marketing
support, educational, and training services in support of hedge fund sales
conducted by your broker-dealer.

Hedge fund policies can be found in a fund’s offering document, which is available
to accredited/qualified investors on request from the hedge fund company.
Certain hedge fund sponsors paid GAI, who in turn paid Wells Fargo Advisors
and/or Wells Fargo & Company for marketing and/or other service fees. If you
have any questions about these practices, please contact your financial advisor.

Compensation arrangements

Clients should understand that compensation received for networking, omnibus
and platform services, revenue sharing, training, education, and other services
varies between fund families and between funds within a family. Accordingly, a
potential conflict of interest exists when Wells Fargo Advisors receives more
compensation from one fund family/fund than it receives from peer fund
families/peer funds.

Wells Fargo Advisors has adopted policies reasonably designed to control and
limit these potential conflicts of interest. These policies include, but are not
limited to, the following:

Require networking, omnibus, platform service fees, and revenue sharing
agreements to be in writing, and prohibit agreements or provisions that call for
Wells Fargo Advisors to provide preferential marketing and promotional
treatment to a fund family as a condition of paying or receiving networking,
omnibus, platform service fees, or revenue sharing fees.
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Prohibit the sharing of any portion of networking fees, omnibus fees, revenue
sharing fees, or intra-company compensation with financial advisors in their role
as a financial advisor.

Require the fund distributor or advisor to directly compensate Wells Fargo
Advisors for revenue sharing by wire transfer or check, and prohibit funds and
their portfolio managers from directing investment portfolio trades to

Wells Fargo Advisors as “indirect” compensation for revenue sharing,

Require reimbursement payments for general educational and training expenses
and for expenses associated with conducting individual branch office training,
and educational activities to be recorded and approved.

Limit the annual dollar value of gifts or other non-cash items that fund
companies and their representatives can provide to financial advisors.

Wells Fargo Advisors offers a wide variety of fund families for our financial
advisors to sell or recommend, including funds that do not compensate

Wells Fargo Advisors for any or all of the services above. The payment of revenue
sharing or any other compensation is not a prerequisite for a fund to be made
available through Wells Fargo Advisors. However, Wells Fargo Advisors, in its
discretion, reserves the right in the future to limit the fund companies that do
not adequately support the firm’s efforts or meet other economic criteria.

Intra-company compensation arrangements

Wells Fargo Advisors also receives compensation from other Wells Fargo &
Company subsidiaries including Global Alternative Investments (‘GAI"), a division
of Wells Fargo Investment Institute (WFTII), is a registered investment adviser and
wholly-owned subsidiary of Wells Fargo Bank, N.A., a bank affiliate of Wells Fargo
& Company. GAI through its Alternative Strategies Platform, may serve as the
general partner and managing member for a number of third party single manager
hedge fund offerings in a feeder fund structure at Wells Fargo Advisors.

« Wells Fargo Advisors may also receive direct compensation or indirect
accounting credits in connection with the referral of certain business among
Wells Fargo & Company subsidiaries.

« These intra-company arrangements include payments or credits to
Wells Fargo Advisors for financial, distribution, administrative, and
operational services that it provides to affiliated funds, their investment
advisers, or distributors.

* Wells Fargo Advisors has compensation arrangements in place for assets under
management with GAI Platform funds. As a result, Wells Fargo Advisors may
benefit from increased sales of affiliated funds and products to a greater extent
than from those provided by other firms without similar economic interest.

Additionally, within the division that operates in Wells Fargo Bank financial
centers and some Wells Fargo branches, both financial advisors and licensed
bankers can assist you with your hedge fund investment needs. A licensed
banker is a Wells Fargo Bank associate who is registered with Wells Fargo
Advisors. Licensed bankers may also refer you to a financial advisor. In these
instances, both the financial advisor and the licensed banker may be compensated
for the sale of a hedge fund, but the licensed banker may receive less through this
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referral arrangement than from a direct sale. Referrals and recommendations are
made independent of compensation arrangements and based solely on the
client’s needs and objectives.

Training and education compensation

Wells Fargo Advisors offers multiple ways for interval fund and hedge fund
families to provide training and education to our financial advisors in local
branch offices or in larger group settings, including at the national level.

Certain fund families have agreed to dedicate resources and funding to provide
this training and education at our nationally-organized events. This commitment
could lead our financial advisors to focus on the funds offered by these fund
families which are not represented during support sessions.

Wells Fargo Advisors selects the fund families that participate in the training and
education events based on a variety of qualitative and quantitative criteria and
may provide supplemental sales and financial data to these firms. The subset of
fund families that offers this support and participates in nationally-organized
training and education events may change periodically.

Fund companies may also provide compensation to offset or reimburse

Wells Fargo Advisors for costs incurred in conducting comprehensive training
and educational meetings for its financial advisors. These meetings or events are
held to teach financial advisors about the product characteristics, sales materials,
customer support services, and successful sales techniques as they relate to
various funds.

Separately, fund companies may host financial advisors for education and
conferences at the fund company headquarters, regional office, or other
locations. Likewise, occasionally, product sponsors will reimburse Wells Fargo
Advisors for expenses incurred by individual branch offices in connection with
conducting training and educational meetings, conferences, or seminars for
financial advisors and customers. Also, financial advisors may receive
promotional items, meals, entertainment, or other non-cash compensation from
product sponsors.

Although training and education compensation is not related to individual
transactions or assets held in client accounts, it is important to understand that,
due to the total number of product sponsors whose products are offered by
Wells Fargo Advisors, it is not possible for all fund companies to participatein a
single meeting or event. Consequently, those product sponsors who do
participate in training or educational meetings, seminars, or other events gain an
opportunity to build relationships with financial advisors; these relationships
could lead to additional sales of that particular fund company’s products.

Data agreements

Wells Fargo Advisors works with various fund families to provide aggregated
sales data. Data agreements are paid by fund complexes either under a 12b-1
plan, or as a revenue sharing arrangement in which the payment is from a fund
affiliate but not from fund assets. Payments range from $450,000 to $550,000.
These fund complex payments are paid to and retained by Wells Fargo Advisors
and the broker-dealer entities, and are not directly shared with financial advisors.
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Networking and omnibus platform service fees

These fees are designed to compensate Wells Fargo Advisors for providing
varying degrees of customer account and administrative services for those
Wells Fargo Advisors’ customer accounts holding certain funds. In recent years,
fund companies have outsourced many of these operations functions to broker-
dealers, such as Wells Fargo Advisors. The following are examples of networking
and omnibus platform services: the processing of purchases, redemptions, and
exchanges; check processing; dividend reinvestments; preparation and mailing of
consolidated account statements; delivery of fund proxies and shareholder
materials; tax reporting; maintaining ownership records; and other sub
accounting and record-keeping services. Wells Fargo Advisors is responsible for
all its costs associated with networking and omnibus services we perform —
including but not limited to technology and personnel. Wells Fargo Advisors
receives networking and omnibus platform service fees from fund companies
available in both transaction-based and/or advisory program accounts.

The compensation paid for networking and omnibus platform services is negotiated
separately with each fund company, and the amount varies depending on the fund
company and each individual fund.

If a client owns multiple funds in one fund family, Wells Fargo Advisors generally
receives networking and omnibus platform services compensation for each
individual fund.

Wells Fargo Advisors may receive networking compensation based on a dollar
amount per year, per client account with an individual fund, or based on a
percentage of assets in a fund. Networking compensation is paid at a rate up to
$12 per year, per fund position, or at a rate of up to 12 basis points on assets.

Compensation paid to Wells Fargo Advisors for omnibus platform services is
generally higher than networking compensation because Wells Fargo Advisors is
required to perform a more extensive array of services to clients and the fund for
omnibus accounts.

Wells Fargo Advisors may receive omnibus platform compensation based on a
dollar amount per year, per client account with an individual fund, or based on
a percentage of assets in a fund. Omnibus compensation is paid at a rate up to

$25 per year, per client.

Other hedge fund relationships

Wells Fargo & Company (Wells Fargo), one of the largest financial holding
companies in the United States, provides a wide range of financial services to
various hedge fund companies through their subsidiaries and affiliates, including
Wells Fargo Advisors. These other relationships provide financial and other
benefits to Wells Fargo as well as Wells Fargo Advisors. As part of these relationships:

The WFII family of alternative investments is distributed through Wells Fargo
Advisors and other subsidiaries or affiliates of Wells Fargo.
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Your relationship with
Wells Fargo & Company

In the course of establishing annual sales targets for business planning purposes,
sales with Wells Fargo affiliates are included in our goals. We intend, however, to
make all recommendations independent of such sales goals and based solely on
our obligations to consider each client’s individual objectives and needs.

Wells Fargo appreciates your confidence and wants to make your brokerage and
banking relationships clear and convenient for you. Your Wells Fargo Advisors
financial advisor may serve as your relationship manager not only for your
brokerage accounts and services with Wells Fargo Advisors, but also for products
and services with Wells Fargo Bank, N.A, including trust accounts of which you
may be a beneficiary or agency accounts in which you may have an interest.

The responsibilities of Wells Fargo Advisors and your financial advisor, when
acting in a brokerage or investment advisory capacity or in introducing you to a
banking product or service, are different from the responsibilities of Wells Fargo
Bank and your financial advisor when acting in a role as relationship manager for
a Wells Fargo Bank trust or agency account. Your financial advisor, in a brokerage
or investment advisory capacity, may recommend or assist you with a
transaction that does not concern the Wells Fargo Bank trust or agency account
for which he or she will be compensated. If you decide to enter into such a
transaction, you will receive specific disclosures in connection with the
transaction, including all relevant information and a description of the
compensation that your financial advisor will receive. You will have the
opportunity to ask for more information about the compensation to your
financial advisor on such a transaction.

If you have questions about any product or service offered or what role your
financial advisor or any other Wells Fargo team member is serving, or what
compensation is being paid with respect to any product or service, please ask
your relationship manager or financial advisor.

Talk to your financial advisor

Determining whether hedge funds and/or funds of hedge funds are an appropriate
investment strategy for you requires an in-depth evaluation of your individual
financial situation and the objectives you want to achieve. Talk to your financial
advisor today about how hedge funds and/or funds of hedge funds may help you
work toward your investment goals.

Hedge funds and funds of hedge funds, are not appropriate for all investors and
are only open to “accredited” or “qualified” investors within the meaning of U.S.
securities laws. They are speculative, highly illiquid, and are designed for long-
term investment, and not as trading vehicles. There is no assurance that any
investment strategy pursued by a fund will be successful or that a fund will
achieve its intended objective. Investments in these funds entail significant risks,
volatility and capital loss including the loss of the entire amount invested.
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Additional information

To learn more about hedge
funds and/or funds of hedge
funds, ask your financial
advisor or visit the following
websites:

Wells Fargo Advisors
wellsfargoadvisors.com

Financial Industry Regulatory
Authority (FINRA)

finra.org

U.S. Securities and Exchange
Commission
sec.gov

Securities Industry and
Financial Markets Association
(SIFMA)

sifma.org

An investment in a fund of funds carries additional risks including asset-based
fees and expenses at the fund level and indirect fees, expenses, and asset-based
compensation of investment funds in which these funds invest. A fund is subject
to the risk of being an underlying fund to the extent that a fund of funds invests
in the fund. An underlying fund of a fund of funds may experience relatively large
redemptions or investments as the fund of funds periodically reallocates or
rebalances its assets. These transactions may cause the underlying fund to sell
portfolio securities to meet such redemptions, or to invest cash from such
investments at times it would not otherwise do so, which may as a result
increase transaction costs and adversely affect underlying fund performance.
With limited exception, there is no secondary market for hedge funds and none
is expected to develop. Hedge funds and funds of hedge funds are not required to
provide investors with information about their underlying holdings. As a result,
the investor will be unable to monitor the fund’s underlying holdings and to
discern whether sub-fund investments are consistent with the hedge fund’s
investment strategy or risk parameters. Other risks can include those associated
with potential lack of diversification, restrictions on transferring interests, no
available secondary market, complex tax structures, delays in tax reporting,
valuation of securities and pricing. An investor should review the private
placement memorandum, subscription agreement and other related offering
materials for complete information regarding terms, including all applicable fees,
as well as the specific risks associated with a fund before investing.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC,
Members SIPC, separate registered broker-dealers and non-bank affiliates of Wells Fargo & Company.
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