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UBS O’Connor LLC

Statement of Financial Condition

December 31, 2018

Assets

Cash

Advisory fees receivable
Due from affiliates
Other assets

Total assets

Liahilities and member’s equity
Accounts payable and accrued liabilities
Due to affiliates

Total liabilities

Member's equity

Total liabilities and member’s equity

See accompanying noies.
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335444
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16,922,165

33,997726
21,218,539
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Statement of Operations

Year Ended December 31, 2018

Revenues
Advisory fees
Interest income
Other income
Total revenues

Expenses

Personnel

Allocated expenses from affiliates
Professional fees

Subadvisory fees to third party
Information technology

Travel and entertainment

Dther

Total expenses

Net loss

See accompanving notes.

UBS O’Connor LLC
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$ 68,382974

71,989
40,761

68,995 724

37,048,289
28,444 568
3,659 181
1,746,805
986,145
761,242
990,361

73,636,591

5 (4,640,867)




UBS O’Connor LLC

Statement of Changes in Member’s Equity

Year Ended December 31, 2018

Member’s equity as of December 31, 2017
Opening balance adjustment (Note 2) due to ASU 2014-09
Opening balance adjustment (Note 2) due to ASU 2016-01
Adjusted member’s equity as of January 1, 2018
Capital contribution from Parent
Net loss
Distribution to UBS, net
Member’s equity as of December 31, 2018

See accompanying notes.
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5 4,124 488
{442 896)
431,308

bt 4,112,900
25,000,000
(4.640,867)
(3,253.494)

3 21,218,539
—_——————————



UBS O’Connor LLC

Statement of Cash Flows

Year Ended December 31, 2018

Operating activities
et loss
Adjustments to reconcile net loss to cash used in
operating activities:
Changes in assets and liabilities:
Advisory fees receivable
Due from affiliates
Other assets
Accounts payable and accrued liabilities
Due to affiliates
Net cash used in operating activities

Financing activities

Capital contribution

Distribution to UBS, net

MNet cash provided by financing activities

Net decrease in cash
Cash at beginning of year
Cash at end of vear

Supplemental disclosure of cash flow information
Interest paid on funding line

See accompanying noies.
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5

(4,640,867)

(8,188,357)
(16,524)
282,743

(7,049,278)

(6,840,278)

(26,452,561)

25,000,000
(3.253.494)

21,746,506

(4,706,055)
20,340,805

15,634,750

$

104,948
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UBS O’Connor LLC

Motes to Financial Statements

Year Ended December 31, 2018

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) is an indirect wholly-owned subsidiary of UBS Group AG
(UBS or the Parent). The Company is part of the UBS Asset Management business and is an
investment adviser registered with the U.S. Securities and Exchange Commission and the
Financial Services Agency in Japan. The Company provides asset management and advisory
services to a series of affiliated altemative investment funds and separately managed accounts
(the Funds). All of the Company’s advisory fees are from the Funds.

2, Summary of Significant Accounting Policies
Use of Estimates

The financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (LS. GAAP). The preparation of these financial statements requires
management 10 make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from such estimates.

Cash

Cash represents deposits of 512,789,756 held at affiliates of the Company and a deposit of
£2 844 994 held at a non-affiliated bank.

Advisory Fees and Receivables

Advisory fees, including asset-based and performance fees, are recorded as revenue as services
are performed based upon terms of the advisory agreements, Subadvisory fees and distribution
fees between third parties and affiliates of the Company are based on a percentage of net assets
under management and performance. Subadvisory fees and distribution fees between affiliates
are presented net within advisory fees on the statement of operations. Subadvisory fees and
distribution fees to third party are recorded within expenses on the statement of operations.
Subadvisory fees payable and distribution fees between affiliates are presented in due to
affiliates and due from affiliates, respectively, on the statement of financial condition.

Capped fees represent reimbursements from the Funds for costs and expenses borne by the
Company on behalf of the Funds, among other expenses of the Company, and are charged to the
Funds based on the a percentage of net assets under management. Capped fees are included in
advisory fee revenue on the statement of operations, net of any related Fund administration
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

expenses. Other Fund related expenses are presented within professional fees on the statement of
operations.

An allowance for doubtful accounts is established, as needed. for those accounts receivable for
which collection is in doubt. No allowance for doubtful accounts has been recorded as of
December 31, 2018.

Income Taxes

The Company is treated as a disregarded entity for U.S. federal, state and local income tax
purposes. As such, the Company does not provide for or pay any U.S. federal or state income
taxes. All income, expense, gain or loss of the Company flows through to the Parent.

Consolidation

U.S. GAAP requires a reporting entity to first assess the consalidation of entities on the basis of
the reporting entity’s ownership of a majority of voting interest. However, in certain situations,
there are no voting rights, or ownership of a majority of voting interest is not a reliable indicator
of control. If voting interests do not exist or if they differ significantly from economic interests
or if holders of the equity investment at risk lack the power to direct activities of the entity, the
obligation to absorb the expected losses of the entity or the right to receive the expected residual
returns of the entity, the entity is considered a Variable Interest Entity (VIE) under Accounting
Standards Codification (ASC) Topic 810, Consolidation (ASC Topic 810), and control is based
on a qualitative determination of which party has a controlling financial interest in the VIE
(known as the primary beneficiary). See note 3 for additional information.

Foreign Currency Remeasurement

The Company’s functional currency is the U.S. dollar, however, it transacts some business in
currencies other than the U.S. dollar. Assets and liabilities denominated in currencies other than
the U.S. dollar are remeasured to U.S. dollars at the prevailing spot rate in effect at year-end.
Revenues and expenses are translated at average rates during the period. Gains or losses resulting
from foreign currency transactions are determined using spot rates on the date of the transaction.
For the year ended December 31, 2018, net foreign currency loss of $55,091 is included in other
expenses on the statement of operations.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Accounting Developments - Adopted in 2018

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2014-09, Reverme from Contracts with Customers. Subsequently, the FASB has
issued further ASUs for purposes of amending or clanfving that guidance. The ASUs establish
principles for revenue recognition that apply to all contracts with customers except those
relating to financial instruments, leases, and insurance contracts and require an entity to
recognize revenue as performance obligations are satisfied. In particular, the standard now
specifies that vaniable consideration is only recognized to the extent that it is highly probable
that a significant reversal will not occur when the uncertainty associated with the vanable
consideration is subsequently resolved. This may affect when certain performance-based and
asset based fees can be recognized. It also provides guidance on when revenues and expenses
should be presented on a gross or net basis and establishes a cohesive set of disclosure
requirements for information on the nature, amount, timing, and uncertainty of revenue and
cash flows from contracts with customers.

The Company adopted the standard as of its mandatory effective date on January 1, 2018, and
applied it on a modified retrospective basis, recognizing the cumulative effect of initially
applying the standard as an adjustment decreasing the opening balance of member's equity in
the amount of $442 896, and a corresponding decrease in advisory fees receivable. There were
changes in the timing and presentation of certain fee income and expense based on the guidance
provided by the standard.

The below table includes revenues which are impacted by ASC Topic 606, Revenue from

Comtracts with Customers (ASC 606), and it includes only those contracts with customers that
are in scope of ASC Topic 606.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

Disaggregation of Revenue from Contracts with Customers

Advisory fees from the Funds S 90,978 404
Capped fees from the Funds 27.365,870
Distribution fees from affiliates 840,476
Distribution fees to affiliates (24,648,176)
Subadvisory fees to affiliates (21,962,365)
Fund administration fees (3.691,235)
Total S 6B.8E2974

In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial
Assets and Financial Liabilities (ASU 2016-01). In February 2018, the FASB issued ASU No,
2018-03, Technical Corrections and Improvements to Financial Instruments-Overall (subtopic
825-10), to clanify certain provisions in ASU 2016-01. The ASUs address certain aspects of
recognition, measurement, presentation and disclosure of financial instruments and primarily
affects the accounting for financial assets and liabilities under the fair value option and the
presentation and disclosure requirements for financial instruments. The Company adopted both of
the ASUs as of January 1, 2018 and in line with transitional provisions, recognized the cumulative
effect of initially applying the standards as an adjustment increasing the opening balance of
member’s equity in the amount of $431,308, and a corresponding increase in other assets. For the
year ended December 31, 2018, the Company recognized $40,761 of income from fair value
measurement which is included in other income on the statement of operations.

In March 2017, the FASB issued ASU 2017-07, Compensation—=Retirement Benefits (Topic
713): Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement
Benefir Cost (ASU 2017-07). ASU 2017-07 requires that an employer disaggregate the service
cost component from other components of net benefit costs. The service cost component of net
pertodic pension and postretirement benefit cost should be reported in the same financial
statement line item(s) as other current emplovee compensation costs arising from services
rendered by emplovees. All other components of net benefit cost must be presented separately in
the income statement from the service cost component, and outside any subtotal of operating
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

income. The Company adopted the standard as of its mandatory effective date on January 1,
2018. This change in presentation did not have a matenial effect on the statement of operations.

In May 2017, the FASB issued ASU No. 2017-09, Receivables—Compensation—=Stock
Compensation (Subtopic 718): Scope of Modification Accommting (ASU 2017-09), which amends
the accounting for modifications of share-based payment awards. ASU 2017-09 requires that
maodification accounting be applied when a change to the terms or conditions of an award is
substantive. The Company adopted the standard as of its mandatory effective date on January 1,
2018. Adoption did not have a material impact on the Company’s financial statements.

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these
funds is to provide strategy specific investment opportunities for investors in exchange for
management fees and performance based fees. The investment strategies of the funds differ by
product; however, the fundamental risks of the funds have similar characteristics, including loss
of invested capital and loss of management fees and performance based fees. In the Company’s
role as tax matter partner or investment adviser, it generally considers itself the sponsor of the
applicable fund. Certain of the funds may be deemed to be VIEs. The Company's variable
interests in such VIEs predominantly include insignificant equity interests. The Company does
not provide performance guarantees and has no other financial obligation to provide funding to
any VIEs other than its own capital commitments. As of December 31, 2018, the Company did
not have any material VIEs that had to be consolidated.

4. Related-Party Transactions

On December 18, 2018, the Company received capital contribution of $25,000,000 from the
Parent. The recapitalization will permit the Company to have a positive equity position of at least
£1 million to comply with the Qualified Professional Asset Manager (QPAM) requirements.

The Company allocates a portion of its advisory fee revenue to UBS O'Connor Limited
(a UK. company), UBS Asset Management (Hong Kong) Limited (a Hong Kong company) and
UBS Asset Management (Singapore) Ltd (a Singapore company) for certain funds under
subadvisory agreements. These subadvisory fees, totaling $21,962365 for the vear ended
December 31, 2018, are netted in advisory fees on the statement of operations. UBS O’ Connor
Limited, UBS Asset Management (Hong Kong) Limited and UBS Asset Management
(Singapore) Ltd are affiliates of the Company.
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UBS O’Connor LLC

MNotes to Financial Statements (continued)

4. Related-Party Transactions (continued)

As of December 31, 2018, 54,618,338 of subadvisory fees payable to UBS O’Connor Limited,
$157.231 of subadvisory fees pavable to UBS Asset Management (Hong Kong) Limited and
$376.598 of subadvisory fees pavable to UBS Asset Management (Singapore) Ltd are included
in due to affiliates on the statement of financial condition.

Allocated expenses relate to costs allocated to the Company by affiliates. Allocated expenses
relate to overhead, occupancy, information technology, benefits, marketing and other
compensation plan costs charged to the Company by affiliates that provide such services and
support. In addition. the Company reimburses affiliates for amounts paid on behalf of the
Company. For the year ended December 31, 2018, the Company incurred $26,774 883 in
allocated expenses from affiliates, excluding occupancy expenses. As of December 31, 2018,
$6,347.242 of such expenses is included in due to affiliates on the statement of financial
condition.

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments. The Company reimburses those affiliates for their lease expenses.
For the year ended December 31, 2018, the Company incurred $1,669.685 in occupancy
expenses allocated from affiliates.

The Company has paid certain distribution fees to affiliates of UBS. Such distribution fees are
recorded net within advisory fees on the statement of operations. For the year ended
December 31, 2018, the Company incurred $24,648,176 in distribution fees to affiliates. As of
December 31, 2018, $5,422,756 of distnbution fees payable to affiliates is included in due to
affiliates on the statement of financial condition.

The Company has entered into an Investment Management agreement with UBS Asset
Management (Canada) Inc. to permit certain Canadian funds and investors to invest into a
Company-advised fund. Fees earned for the year ended December 31, 2018 under this agreement
of $828,397 are included in advisory fees on the statement of operations. As of December 31,
2018, fees receivable of $335,444 is included in due from affiliates on the statement of financial
condition,
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

5. Employee Benefit Plans

The Company participates with affiliates in a noncontributory defined benefit pension plan
sponsored by the Parent that provides retirement benefits to eligible employees.

Effective December 2, 2001, the defined benefit pension plan was closed to new employees, and
new employvees were automatically enrolled into the new retirement contribution feature of the
defined contribution 401(k) plan and began earning retirement contributions beginning
JTanuary 1, 2002 In addition, existing emplovees as of December 1, 2001, made an election either
to participate in the new retirement contribution feature of the defined contribution 401(k) plan
as of January 1, 2002, or to remain in the defined benefit pension plan.

The Company also participates in a Parent sponsored postretirement medical and dental plan.
Retiree medical and dental premiums are subsidized for eligible employees who retired prior to
January 1, 2014. Effective January 1, 2017, retirees who retired between and including January
I, 1999 and December 31, 2013, will be required to pay the full cost for dental coverage. Eligible
employees who retired on or after January 1, 2014 pay the full cost of medical and dental
coverage. With respect to the postretirement medical plan, the Parent's policy is to fund benefits
on a pay-as-you-go basis. From January 1, 2019, these participants who are age 65 or older, or
certain employees who are pre-65 and Medicare eligible, will receive an annual notional
contribution to a Health Savings Account which they can use to purchase medical insurance and
pay for eligible medical related expenses.

The Company incurred expenses of $177,338 related to the aforementioned benefit plans for the
year ended December 31, 2018, which are included in personnel expense on the statement of
operations.

The Company also participates in a defined contribution 401(k) plan of the Parent that provides
retirement benefits to eligible employees. Under the defined contribution 401(k) plan,
participants may contribute a portion of their eligible compensation on a pre-tax basis, and on a
Roth 401(k) and afier-tax basis, with the Company matching some portion of those
contributions, subject to certain limitations prescribed by the Internal Revenue Code. The
Company’s matching contributions to each participant will be limited to an annual amount of
$5,750 effective from January 1, 2019, The limit was increased from 4,500 in 2018, Eligible
participants may also receive a retirement contribution (as discussed below) under the defined
contribution plan. A participant is 100% wvested in the Company's retirement and matching
contribution plus earnings thereon after the earlier of three years of service, attaining age 65
while still an employee, becoming totally and permanently disabled or upon death.
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

5. Employee Benefit Plans (continued)

Generally, to receive a retirement contribution and/or retain the Company’s matching
contributions for the year, a participant must be an active employee on the last business day of
that year. The Company made a matching contnbution of $228,729 to this plan during the year,
which is included in personnel expense on the statement of operations. The retirement
contribution is equal to 1.5% to 3.5% of eligible compensation depending on a participant’s date
of employment, subject to certain limitations prescribed by the Internal Revenue Code.

6. Equity Participation and Other Compensation Plans

The Parent operates several equity participation and other compensation plans to align the
interests of Group Executive Board (GEB) members, Key Risk Takers and other employees with
the interests of investors while continuously meeting regulatory requirements. The Parent
operates compensation plans on a mandatory, discretionary and voluntary basis.

Equity Ownership Plan (EOP)

Certain emplovees receive a portion of their annual performance-related compensation above a
certain threshold in the form of EOP notional shares or EOP performance shares (i.e. notional
shares which are subject to performance conditions).

Notional shares represent a promise to receive UBS shares at vesting and do not carry voting
rights during the vesting period. Notional shares granted before February 2014 have no rights to
dividends, whereas awards granted since February 2014 carry a dividend equivalent which may
be paid in notional shares or cash and which vests on the same terms and conditions as the
awards. However, awards that have been granted to Material Risk Takers (MRTs) since February
2018 for the performance year 2017 do not carry such a dividend equivalent to comply with
regulatory requirements.

For employees other than GEB members, EOP awards generally vest in equal installments in
years two and three. The plan includes provisions that enable the firm to trigger forfeiture of
some, or all, of any unvested award or portion of an award (a) if an employee commits certain
harmful acts and (b) in most cases of terminated employment. EOP expense is recognized in the
performance year if the employee meets the retirement eligibility requirements at the date of
grant. Otherwise, the expense of each vesting portion of deferred compensation is recognized
from the grant date to the earlier of the vesting date or the retirement eligibility date of the
employee, on a straight line basis. All EOP expenses recognized is subject to an expected
forfeiture rate, which was 6.17% at December 31, 2018,
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UBS O*Connor LLC

MNotes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

Key Risk Takers (globally defined as those employees who, by the nature of their role, have been
determined to materially set, commit or control significant amounts of the firm’s resources and /
or exert significant influence over its nsk profile), Group Managing Directors or employees
whose total compensation exceeds a certain threshold, receive performance shares under EOP.
These performance shares only vest in full if certain performance requirements are met. Such
performance requirements are currently based on UBS Group's adjusted return on tangible equity
and the divisional return on attributed equity over the defined financial years during vesting.

Certain awards, such as replacement awards, may take the form of deferred cash under the EOP
rules.

Deferrved Contingent Capital Plan (DCCP)

Similar to EOP awards, certain employees receive a portion of their annual performance-related
compensation above a certain threshold in the form of a notional additional tier 1 (AT1) capital
instrument.

DCCP awards vest in full five years from grant and are forfeited if UBS's common equity tier 1
(CET1) capital ratio falls below 7% (for employees other than the Group Executive Board). In
addition, awards are also forfeited if a viability event occurs (that is, if the Swiss Financial
Market Supervisory Authority (“FINMA”™) provides a written notice to UBS that the DCCP
awards must be written down to prevent an insolvency. bankruptcy or failure of UBS, or if UBS
receives a commitment of extraordinary support from the public sector that is necessary to
prevent such an event). Under the DCCP, employees may receive discretionary annual interest
payments, However, no interest is paid on awards that have been granted to MRTs since
February 2018 for the performance year 2017 to comply with regulatory requirements.

Provisions for forfeiture of awarded DCCP and recognition of associated expense are the same as
with EOP,

Voluntary share-based compensation plans
Eguity Plus Plan (Equity Plus)

Equity Plus is a voluntary plan that provides eligible employees with the opportunity to purchase
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UBS O'Connor LLC

MNotes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

UBS Group AG shares at market value and receive, at no additional cost, one notional UBS
Group AG share for every three shares purchased, up to a maximum annual limit. Share
purchases may be made annually from the performance award and / or monthly through
deductions from salary. If the shares purchased are held for maximum three years and in general
if the employee remains in employment, the notional shares vest. For notional shares granted
since April 2014, employees are entitled to receive a dividend equivalent which may be paid in
either notional shares and / or cash.

The amount of non-vested awards not vet recognized in 2018, was $15291,346 which is
expected to be recognized over a weighted average period of 2 years.

7. Funding Facility

The Company has an uncommitted, unsecured money market funding facility with UBS
Americas Inc. for CHF 20 million. The agreement requires periodic interest payments on any
borrowed amounts. The funding facility has no expiration date. There were no borrowings
outstanding as of December 31, 2018. For the year ended December 31, 2018, the Company
incurred and paid $104,948 of interest related to this funding facility, which is included in other
expenses on the statement of operations. The interest rate charged is based upon an internal rate
derived using one-month LIBOR.

8. Commitments and Contingencies

The Company is involved in various regulatory matters arising in the normal course of business.
Management cannot predict with certainty the outcome of pending regulatory matters. While the
outcome of such matters cannot be predicted with certainty, in the opinion of management of the
Company, any such actions will be resolved with no material adverse effect on the Company’s
financial statements taken as a whole.

9. Subsequent Events
Management has evaluated subsequent events through June 7, 2019, the date the financial
statements were available to be issued. Management has determined that there are no material

events or transactions that would affect the Company’s financial statements or require disclosure
in the Company’s financial statements through this date.
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2017 12 31

UBS

2017 12 31

20,340,805 2,195,180
30,078,503 3,246,072
318,920 34,418
1,273,542 137,441
52,011,770 5,613,110
24,124,839 2,603,553
23,762,443 2,564,443
47,887,282 5,167,995
4,124,488 445,115

52,011,770 5,613,110
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12,525,494
17,066
405

116,224,657

49,384,250
30,457,478
27,938,250
1,954,324
948,094
875,228
1,413,543

12,542,965

5,329,548
3,286,971
3,015,096
210,911
102,318
94,455
152,550

112,971,167

12,191,848

3,253,490

351,117
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10,901,121 1,176,449
3,253,490 351,117
(10,030,123) (1,082,451)
4,124,488 445,115
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UBS
2017 12 31
3,253,490 351,117
2,189,483 236,289
2,725,077 294,090
155,217 16,751
6,827,362 736,809
(17,622,411) (1,901,811)
(2,471,782) (266,755)
UBS (10,030, 123) (1,082,451)
(10,030, 123) (1,082,451)
(12,501,905) (1,349,206)
32,842,710 3,544,385
20,340,805 2,195,180

8,603 928
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UBS

2017 12 31

UBS AG UBS
UBS
U.S.GAAP
19,342,716 998,089
2017 12 31
2017 12 22
FASB
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U.S. GAAP
ASC 810
VIE VIE
2014 FASB ASU 2014-09
FASB ASU
ASU
UBS 2018
2016 FASB ASU 2016-01
01
ASU 2016-01
ASU 2016-01
2017 FASB ASU 2017-07 715
ASU 2017-07
2018
2017 FASB

718
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ASU 2017-09
2018
VIEs
VIEs

VIEs

2017 12 31 VIEs

UBS
UBS
UBS
2017 12 31 13,694,407
UBS UBS AG UBS
2017 12 31 364,449 UBS AG
80,228 UBS
731,386
IT
2017 12 31
25,895,736 2017 12 31 12,291,490
UBS
2017 12 31
2,042,514
UBS
2017 12 31 30,457,478
2017 12 31
10,294,890
UBS
2017 12 31 772,362
2017 12 31 318,920
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401
2001 12
2014
2017 1999
2014
374,179
401
2017
2013
3,000
65
100
401 2013
2012 12 31
1.5 3.5
EOP
EOP

DCCP
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DCCP
UBS
2009
KESOP
SAR
SAR
UBS
UBS
2009
2010
10
UBS
2017 12 31
AlVs
97,162
31 2017

UBS

UBS

KESAP

UBS

UBS

SAR

SAR

2014

EOP
15,022,789
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UBS 20,000,000

2017 12 31 2017 12 31

8,603
LIBOR

2018 2018
480,705
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UBS O'Connor LLC
Statement of Financial Condition

December 31, 2017

Assets

Cash

Advisory fees receivable
Due from affiliates
Other assets

Total assets

Liabilities and member’s equity
Accounts payable and accrued liabilities
Due to affiliates

Total habilities

Member's equity

Total liabilities and member’s equity

See accompanying notes.
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S 20.340.805
30.078.503
318,920
1,273,542

S 52.011.770

5 24,124,839
23.762.443

47887282
4,124 488

3 52011770



Year Ended December 31, 2017

Revenues

Advisory fees (net of 517,286,741
Interest income

Other income

Total revenues

Expenses

Personnel

Distribution expenses to affiliates
Allocated expenses from afTiliates
Professional fees

Travel and entertainment
Information technology

Other

Total expenses

Net income

See accompanying notes.

UBS O'Connor LLC

Statement of Operations

in subadvisory fees)
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S 116.062.767
158,133
3757

116.224.657

49,384,250
30,457.478
27,938,250
1,954,324
048,094
875,228
1.413.543

112.971.167

5 3.253.490
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UBS O’ Connor LLC
Statement of Changes in Member’s Equity

Year Ended December 31, 2017

Member's equity as of January 1. 2017 5 10,901,121
Met income 3,253,490
Distribution to UBS, net {10.030,123)

Member’s equity as of December 31, 2017 S 4124488

See accompanying notes.
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UBS O Connor LLLLC

Statement of Cash Flows

Year Ended December 31, 2017

Operating activities
Net income $ 3253490
Adjustments to reconcile net income to net cash used in
by operating activities:
Changes in assets and liabilities:

Advisory fees receivable 2,189,483
Due from affiliates 2,725,077
Orther assets 155,217
Accounts payable and accrued liabilities 6,827,362
Due to affiliates (17,622,411}
Net cash used in operating activities (2,471,782}

Investing activities

Distribution to UBS, net {10.030,123)
Net cash used in financing activities {10.030,123)
Net decrease in cash (12.501,903)
Cash at beginning of year 32842710
Cash at end of vear § 20.340.803

Supplemental disclosure of cash flow information
Interest paid on funding line $ 5.603

See accompanying notes.
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UBS O'Connor LL.C

Motes to Financial Statements

Year Ended December 31, 2017

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) is an indirect whollv-owned subsidiary of UBS Group AG
(UBS or the Parent). The Company is part of the UBS Asset Management business and is an
investment adviser registered with the U.S. Securities and Exchange Commission and the
Financial Services Agency in Japan. The Company provides asset management and advisory
services to a series of affiliated alternative investment funds (the Funds). All of the Company’s
advisory fee revenue and advisory fees receivable are from the Funds.

2. Summary of Significant Accounting Policies
Use of Estimates

The financial statements have been prepared in accordance with U.S. generallv accepted
accounting principles (U8, GAAP). The preparation of these financial statemenis requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from such estimates.

Cash

Cash represents deposits of 519.342.716 held at affiliates of the Company and a deposit of
S998.089 held at a non-affiliated bank.

Advisory Fees and Receivables

Advisory fees, including asset-based and performance fees, are recorded as revenue as services
are performed based upon terms of the advisory agreements. Subadvisory fees between third
parties and affiliates of the Company are based on a percentage of net assets under management
and performance. Subadvisory fees are presented net within advisory fee revenue on the
statement of operations, Subadvisory fees pavable to third parties are presented net with advisory
fees receivable on the statement of financial condition and subadvisory fees between affiliates of
the Company are presented in due to affiliates and due from affiliates. respectively. on the
statement of financial condition.

Capped fees are charged to the Funds based on a percentage of net assets under management and
represent reimbursements from the Funds for costs and expenses bome by the Company on
behalf” of the Funds. among other expenses of the Company. Capped fees are included in
advisory fee revenue on the statement of operations, net of any related Fund expenses.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

An allowance for doubtful accounts is established. as needed. for those accounts receivable for
which collection is in doubt, No allowance for doubtful accounts has been recorded as of
December 31, 2017,

Income Taxes

The Company is treated as a disregarded entity for U.S. federal, state and local income tax
purposes. As such, the Company does not provide for or pay anv U.S. federal or state income
taxes. All income, expense, gain or loss of the Company flows through to the Parent.

Wew tax legislation, commonly referred to as the Tax Cuis and Jobs Act (the Act), was enacted
on December 22, 2017, The Act resulted in significant changes to federal tax law. Financial
Accounting Standards Boards (FASE) Accounting Standards Codification (ASC) Topic 740,
Ineome Taxes requires companies to recognize the effect of tax law changes in the period of
enactment. As the Company does not provide for or pay any U.S. federal, state or local income
taxes, the Act has no impact on the Company’s financial statements.

Consolidation

1.8, GAAP requires a reporting entity to first assess the consolidation of entities on the basis of
the reporting entity’s ownership of a majority of voting interest. However, in certain situations,
there are no voting rights, or ownership of a majority of voting interest is not a reliable indicator
of control. If voting interests do not exist or if they differ significantly from economic interesis
or if holders of the equity investment at risk lack the power to direct activities of the entity, the
obligation to absorb the expected losses of the entity or the right to receive the expected residual
returns of the entity, the entity is considered a Variable Interest Entity (VIE) under ASC Topic
810, Consolidation (ASC Topic 810), and control is based on a qualitative determination of
which party has a controlling financial interest in the VIE (known as the primary
beneficiary). See note 3 for additional information.

Foreien Currency Remeasurement
The Company’s functional currency is the 1S, dollar; however, it transacts some business in
currencies other than the U8, dollar. Assets and liabilities denominated in currencies other than

the U.S. dollar are remeasured to U8, dollars at the prevailing spot rate in effect at vear-end.
Revenues and expenses are translated at average rates during the period. Gains or losses resulting
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

from foreign currency transactions are determined using spot rates on the date of the transaction.
Net foreign currency gains are included in other income on the statement of operations.

Accounting Developments

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from
Caontracts with Customers. Subsequently, the FASB has issued further ASUs (collectively, the
ASUs) for purposes of amending or clarifying that guidance. The ASUs establish principles for
revenue recognition that apply to all contracts with customers except those relating to financial
instruments, leases and insurance contracts and require an entily to recognize revenue as
performance obligations are satisfied. In particular, the standard now specifies that variable
consideration is only recognized to the extent that it is highly probable that a significant reversal
will not oceur when the uncertainty associated with the variable consideration is subsequently
resolved. It also provides guidance on when revenues and expenses should be presented on a
gross or net hasis and establishes a cohesive set of disclosure requirements for information on the
nature, amount., timing and uncertainty of revenue and cash flows from contracts with
customers.

UBS adopted the standard as of its mandatory effective date on January 1, 2018 and will apply it
on a modified retrospective basis, recognizing the cumulative effect of initially applving the
standard as an adjustment to the opening balance of retained earnings. The adoption of the new
standard will not have a material impact on the Company’s net income. There will be changes in
the timing and presentation of certain fee income and expense based on the guidance provided by
the standard.

In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial
Assets and Financial Liabilities (ASU 2016-01). ASU 2016-01 addresses certain aspects of
recognition. measurement, presentation, and disclosure of financial instruments. The amendment
primarily affects the accounting for financial assets and liabilities under the fair value option and
the presentation and disclosure requirements for financial instruments. The Company adopted the
standard as of its mandatory effective date on January 1, 2018, ASU 2016-01 will not have a
material impact on the Company’s statement of financial condition.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

In March 2017, the FASB issued ASU 2017-07., Compensation—Retirement Benefits {Topic
T15): Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement
Benefit Cost (ASLU 2017-07). ASU 2017-07 requires that an emplover disaggregate the service
cost component from other components of net benefit costs. The service cost component of net
periodic pension and postretirement benefit cost should be reported in the same financial
statement line item(s) as other current employee compensation costs arising from services
rendered by employees. All other components of net benefit cost must be presented separately in
the income statement from the service cost component, and outside any subtotal of operating
income. The Company adopted the standard as of its mandatory effective date on January 1,
2018, This change in presentation will not have a material effect on the statement of operations.

In May 2017, the FASB issued ASU No. 2017-09, Receivables—Compensation—=Stock
Compensation (Subtopic 718): Scope of Modification Acconnting (ASU 2017-09), which amends
the accounting for modifications of share-based payment awards. ASU 2017-09 requires that
maodification accounting be applied when a change to the terms or conditions of an award is
substantive. The Company adopted the standard as of its mandatory effective date on January 1,
2018, Adoption will not have a matenial impact on the Company's financial statements,

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these
funds is to provide strategy specific investment opportunities for investors in exchange for
management fees and performance based fees. The investment strategies of the funds differ by
product; however, the fundamental risks of the funds have similar characteristics, including loss
of invested capital and loss of management fees and performance based fees. In the Company’s
role as tax matter partner or investment adviser, it generallv considers itself the sponsor of the
applicable fund. Certain of the funds may be deemed to be VIEs. The Company's variable
interests in such VIEs predominantly include insignificant equity interests. The Company does
not provide performance guarantees and has no other financial obligation to provide funding to
any VIEs other than its own capital commitments. As of December 31, 2017, the Company did
not have any material VIEs that had to be consolidated.
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

4. Related-Party Transactions

The Companv allocates a portion of it advisory fee revenue to UBS O'Connor Limited
(a UK. company), UBS AG Hong Kong Branch (a Hong Kong company), UBS Asset
Management (Singapore) Lid (a Singapore company) and UBS Asset Management { Americas)
Inc. for certain funds under subadvisory agreements. These subadvisory fees. totaling
$13.694,407 for the vear ended December 31, 2017, are netted in advisory fee revenue on the
statement of operations. UBS O'Comnor Limited, UBS AG Hong Kong Branch, UBS Asset
Management (Singapore) Lid and UBS Asset Management (Americas) Inc. are affiliates of the
Company.

As of December 31, 2017, $364,449 of subadvisory fees pavable to UBS O’Connor Limited,
$80,228 of subadvisory fees pavable to UBS AG Hong Kong Branch and 5731386 of
subadvisory fees payable to UBS Asset Management (Singapore) Lid are included in due to
affiliates on the statement of financial condition.

Allocated expenses relate to costs allocated to the Company by affiliates. Allocated expenses
relate to overhead, occupancy, information technology, benefits, marketing and other
compensation plan costs charged to the Company by affiliates that provide such services and
support. In addition, the Company reimburses afliliates for amounts paid on behalf” of the
Company. For the vear ended December 31, 2017, the Company incurred $25,895.736 in
allocated expenses from affiliates, excluding occupancy expenses. As of December 31, 2017,
512,291 490 of such expenses are included in due to affiliates on the statement of financial
condition.

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments. The Company reimburses those affiliates for their lease expenses.
For the vear ended December 31, 2017, the Company incurred $2.042.514 in occupancy
expenses allocated from affiliates,

The Company has paid certain distribution-related expenses to affiliates of UBS. Such
distribution-related expenses are recorded by the Company in conjunction with the respective
advisory fees. For the vear ended December 31, 2017, the Company incurred $30.457.478 in
distribution-related expenses to afliliates. As of December 31, 2017, 510,294,890 of distribution-
related expenses pavable to affiliates is included in due to affiliates on the statement of financial
condition.

125/164



EDINETOOOO
OO00000000000000O(E14951)
Ooooooooooooooooooad

UBS O'Connor LL.C

Notes to Financial Statements (continued)

4. Related-Party Transactions (continued)

The Company has entered into an Investment Management agreement with UBS Asset
Management (Canada) Inc. to permit certain Canadian funds and investors 1o invest into a
Company-advised fund. Fees eamed for the vear ended December 31, 2017 under this agreement
of $772.362 are included in advisory fees on the statement of operations. As of December 31,
2017, fees receivable of $318,920 are included in due from affiliates on the statement of
financial condition.

5. Emplovee Benefit Plans

The Company participates with affiliates in a noncontributory defined benefit pension plan
sponsored by UBS that provides retirement benefits to eligible emplovees. Effective
December 2, 2001, the defined benefit pension plan was closed to new emplovees, and new
employees were automatically enrolled in the new retirement contribution feature of the defined
contribution plan 401(k) plan (as discussed below) and began eaming retirement contributions
beginning on January 1, 2002, In addition, existing emplovees as of December 1, 2001, made an
election either to participate in the new retirement contribution feature of the defined
contribution 401(k) plan as of January 1, 2002, or to remain in the defined benefit pension plan.

The Company also participates in a Parent sponsored postretirement medical and dental
insurance plan. Retiree premiums are adjusted annually and deductibles, coinsurance and/or
copays apply. Retiree medical and dental premiums are subsidized for eligible employees who
retired prior to January 1, 2014, Effective January 1, 2017, retirees who retired between and
including January 1, 1999 and December 31, 2013, will be required to pay the full cost for dental
coverage. Eligible employees who retire on or after January 1, 2014 pay the full cost of medical
and dental coverage. With respect to the postretirement medical and dental plan, the Parent’s
policy is to fund benefits on a pay-as-you-go basis.

The Company incurred expenses of $374,179 related to the aforementioned benefit plans for the
vear ended December 31, 2017, which are included in personnel expense on the statement of
operations.

The Company also participates in a defined contribution 401(k) plan of the Parent that provides
retirement benefits to eligible emplovees. Under the defined contribution 401(k) plan,
participants may contribute a portion of their eligible compensation on a pre-tax basis, and as of
January 1. 2017, on a Roth 401(k) and after-tax basis. with the Company matching some portion
of those contributions, subject to certain limitations prescribed by the Internal Revenue Code.
Effective January 1, 2013, the Company’s matching contributions to each participant will be
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

5. Emplovee Benefit Plans (continued)

limited to an annual amount of 53,000, Eligible participants may also receive a retirement
contribution (as discussed below) under the defined contribution plan. A participant is 100%
vested in his or her retirement contribution plus eamings thereon afier the earlier of three vears
of service, attaining age 65 while still an employee. becoming totally and permanently disabled
or upon death.

Effective January 1, 2013, the defined contribution 401(k) plan was amended such that
emplovees newly eligible for the plan on or after January 1, 2013, will be required to complete
three vears of vesting service in order to become fully vested in the matching contributions made
bv the Company. Participants in the plan as of December 31. 2012, will continue to be
immediately fully vested in their pre-tax 401(k) contributions and the Company matching
contributions in the defined contribution plan. Generally, to receive a retirement contribution
and/or retain the Company’s matching contributions for the vear. a participant must be an active
emplovee on the last business day of that vear. The Company made a matching contribution of
$178,780 to this plan during the vear, which is included in personnel expense on the statement of
operations. The retirement contribution is equal to 1.5% to 3.5% of eligible compensation
depending on a participant’s date of employment, subject to certain limitations prescribed by the
Internal Revenue Code,

0. Equity Participation and Other Compensation Plans

The Parent operaies several equity participation and other compensation plans to align interests
of Group Executive Board members, executives, managers and other emplovees with the
interests of investors while continuously meeting regulatory requirements. The Parent operates
compensation plans on a mandatory, discretionary and voluntary basis.

Mandatory deferred cash compensation plans

Asset Management Equity Ownership Plan (EOP): To align deferred compensation of certain
Asset Management employees with the performance of the funds they manage. EOP awards are
granted to such employvees in the form of cash settled notional funds. The amount delivered
depends on the value of the underlving investment funds at the time of vesting. The awards are
generally forfeitable upon, among other circumstances, voluntary termination of employment
with UBS.

Deferred Contingent Capital Plan (DCCP): The DCCP is a mandatory performance award
deferral plan for all employees whose total compensation exceeds a certain threshold. Such
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

employees receive part of their annual incentive in the form of notional bonds, which are a right
to receive a cash pavment at vesting. DCCP awards vest in full five vears from the grant date and
are forfeited if the phase-in Basel III Common Equity Tier 1 Ratio of the Parent falls below 7%.
In addition. awards are also forfeited if a viability event oceurs, that is. if the Swiss Financial
Markets Authority determines that the DCCP awards need to be written down to prevent
insolvency, bankruptcy or failure of the Parent, or if the Parent has received a commitment of
extraordinary support from the public sector that is necessary to prevent such insolvency,
bankruptcy or failure. Imterest is paid annually for performance vears in which the Parent
generates an adjusted pretax profit. The awards are subject to standard forfeiture and harmful
acts provisions, including voluntary termination of employvment with UBS. Compensation
expense is recognized in the performance year if the emplovee meets the retirement eligibility
requirements at the date of the grant. Otherwise, compensation expense is recognized from the
grant date to the earlier of the vesting date or the retirement eligibility date of the emplovee.

Discretionary share-based compensation plans

Until 2009, under the Key Emplovee Stock Appreciation Rights Plan (KESAP) and the Key
Emplovee Stock Option Plan (KESOP), kev and high-potential employees were granted
discretionary share-settled stock appreciation rights (SARs) or options on UBS shares with a
strike price not less than the market value of a UBS share on the date of grant. A SAR gives
employees the right to receive a number of UBS shares equal to the value of any market price
increase of a UBS share between the grant date and the exercise date. One option entitles the
holder to acquire one registered UBS share at the option’s strike price. 8ARs and options are
settled by delivering UBS shares, except in jurisdictions where this is not permitted for legal
reasons. These awards are generally forfeitable upon termination of emplovment with UBS. No
options or SARs awards have been granted since 2009,

Voluntary share-based compensation plans

The Company offers a voluntary share purchase plan. The Equity Plus Plan provides eligible
employees with the opportunity to purchase shares at market value and receive, at no additional
cost, one free notional share for every three shares purchased, up to a maximum annual limit.
Share purchases mayv be made annually from bonus compensation and/or monthly through
regular deductions from salary. Shares purchased under this plan are restricted from sale for a
maximum of three vears from the time of purchase. Equity Plus awards vest after up to three
years. Prior to 2010, instead of notional shares, participants received two options for each share
they purchased under this plan. The options had a strike price equal to the fair market value of a
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

share on the grant date, a two-vear vesting period and generally expired 10 vears from the grant
date. The options are forfeitable in certain circumstances and are settled by delivering shares.
Compensation expense for this plan is recognized from the grant date to the earliest of the
vesting date or the retirement eligibility date of the emplovee. For awards granted from April
2014 onwards, employees are entitled to receive a dividend equivalent which may be paid in
either notional shares and/or cash.

UBS satisfies share delivery obligations under its share-based plans either by purchasing shares
in the market or through the issuance of new shares. The Company is required to fund trusts
established for payment arrangements for awards granted to the Company’s emplovees, The
Company recognizes the fair value of awards, determined at the date of grant, as compensation
expense over the period that the emplovee is required to provide active services in order to eam
the award.

The total share-based compensation expense recognized for the year ended December 31, 2017
by the Company, including amounts for alternative investment vehicles (AIVs) granted under
EOP, was 515,022,789, of which $14.925,627 is included in personnel expense and 597,162 is
included in allocated expenses from affiliates on the statement of operations. As of December 31,
2017, the total compensation cost related to non-vested awards not vet recognized in 2017 was
$20,115,750. which is expected to be recognized over a weighted-average period of 2 vears.

UBS measures compensation expense based on the average market price of the share on the
grant date as quoted on the SIX Swiss Exchange, taking into consideration post-vesting sale and
hedge restrictions, non-vesting conditions and market conditions where applicable. The fair
value of the share awards subject to post-vesting sale and hedge restrictions is discounted based
upon the duration of the post-vesting restriction and is referenced to the cost of purchasing an at-
the-money European put option for the term of the transfer restriction. The grant date fair value
of notional shares without dividend entitlements also includes a deduction for the present value
of the future expected dividend to be paid between the grant date and distribution.

The fair values of options and SARs have been determined using a standard closed-formula
option valuation model. The expected term of each instrument is calculated based on historical
emplovee exercise behavior patterns, taking into account the share price, strike price, vesting
period and the contractual life of the instrument. The term structure of volatility is derived from
the implied volatilities of traded options in combination with the observed long-term historical
share price volatility. Expected future dividends are derived from traded options or from the
historical dividend pattern. No options or SARs have been granted since 2009,
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UBS O'Connor LL.C

Notes to Financial Statements (continued)

7. Funding Facility

The Company has an uncommitted, unsecured monev market funding facility with UBS
Americas Inc, for CHF 20 million, The agreement requires periodic interest payments on any
borrowed amounts. The funding facility has no expiration date. There were no borrowings
outstanding as of December 31, 2017, For the vear ended December 31, 2017, the Company
incurred and paid $8.603 of interest related to this funding facility, which is included in other
expenses on the statement of operations. The interest rate charged is based upon an internal rate
derived using one-month LIBOR.

8. Commitments and Contingencies

The Company is involved in various regulatory matters arising in the normal course of business.
Management cannot predict with certainty the outcome of pending regulatory matters. While the
outcome of such matters cannot be predicted with certainty, in the opinion of management of the
Company, any such actions will be resolved with no material adverse effect on the Company’s
financial statements taken as a whole,

9. Subsequent Events

Management has evaluated subsequent events through June 8, 2018, the date the financial
statements were available to be issued. In May 2018, the Company determined that $480.705 of
pre-paid legal expenses related to a reinsurance transaction would not be reimbursed as the
transaction was not completed. Management has determined that there are no other material
events or transactions that would affect the Company’s financial statements or require disclosure
in the Company’s financial statements through this date.
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19,865,009 2,143,832
27,609,776 2,979,647

47,474,785 5,123,479
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Report of Independent Auditors
The Member

UBS O’ Connor LLC

We have audited the accompanying financia statements of UBS O’ Connor LLC, which comprise the statement of
financial condition as of December 31, 2018, and the related statements of operations, changes in member's
equity and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements.

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financia
position of UBS O’ Connor LLC at December 31, 2018, and the results of its operations and its cash flows for the
year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young LLP
June 7, 2019
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Report of Independent Auditors
The Member

UBS O’ Connor LLC

We have audited the accompanying financia statements of UBS O’ Connor LLC, which comprise the statement of
financial condition as of December 31, 2017, and the related statements of operations, changes in member's
equity and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements.

Management is responsible for the preparation and fair presentation of these financial statements in conformity
with U.S. generally accepted accounting principles; this includes the design, implementation and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financia statements referred to above present fairly, in all materia respects, the financia
position of UBS O’ Connor LLC at December 31, 2017, and the results of its operations, changes in its member’'s
equity and its cash flows for the year then ended in conformity with U.S. generally accepted accounting principles.

Ernst & Young LLP
June 8, 2018
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