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Nineteen77 Global Merger Arbitrage Opportunity

Fund
2023
189,763,214 68.00
4,001,631 1.43
3,086,424 1.11
268,098 0.10
114,538 0.04
24,300 0.01
65,736 0.02
197,143,869 70.65
12,465,240 4.47
257,954 0.09
1,259,314 0.45
11,463,879 4.11
2,683,775 0.96
1,212,284 0.43
894,039 0.32
SPAC
468,884 0.17
338,060 0.12
217,217 0.08
14,536 0.01
6 0.00
231,759 0.08
178,526 0.06
51,698 0.02
18,849 0.01
511 0.00
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86,660 0.03
18,056 0.01
10,910 0.00
2,636 0.00
1 0.00
5,535 0.00
13,326 0.00
188,321 0.07
88,922 0.03
61,091,451 21.89
62,336,492 22.34
1,245,041 0.45
2,218,346 0.79
211,133,824 75.66
67,919,448 24.34
279,053,272
100.00
39,338
2023
140.97
2023
/7 7)) )
ACTIVISION BLIZZARD
e 424,612 86.64| 36,780,467 92.76| 39,387,009 14.11
2 :iEIZON THERAPEUTICS 253,554| 112.32| 28,479,947| 100.27| 25,423,860 9.11
3 | SEAGEN INC 108,247| 199.31| 21,574,755 191.78| 20,759,610| 7.44
4 | UNIVAR SOLUTIONS INC 382,067| 34.92| 13,342,299| 36.14| 13,807,901 4.95
5 | VMWARE INC-CLASS A 68,369| 120.74| 8,255,082 157.63| 10,777,005| 3.86
6 | SYNEOS HEALTH INC 248,962  41.79| 10,403,038| 42.41| 10,558,478 3.78
NATIONAL INSTRUMENTS
7| comp 177,660|  56.99| 10,125,563| 59.00| 10,481,940| 3.76
g [ O FINANCIAL 162,481 51.73| 8,404,964| 52.33| 8,502,631| 3.05
PARTNERS-A
9 | PDC ENERGY INC 106,691| 70.34| 7,505,104| 75.89| 8,096,780 2.90
10 | PDC ENERGY INC 99,767| 70.97 7,080,636 75.89| 7,571,318] 2.71
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VALVOLINE INC 4.250%

11 4.250 2030/ /15| 7,440,000 0.98] 7,270,236 0.98| 7,325,796 2.63
02/15/30 SR:144A
DICE THERAPEUTICS

12 e 116,225 46.63| 5,419,214 47.00| 5,462,575 1.96
CHR HANSEN HOLDING

13 71,062 75.47| 5,362,902 75.55| 5,368,947 1.92
A/S

14 | JOHNSON & JOHNSON 29,610 172.02| 5,093,571| 167.53] 4,960,563 1.78
TRITON INTERNATIONAL

15 L0 58,520 83.41| 4,881,049 84.31| 4,933,821 1.77

16 | ATLAS COPCO AB-B SHS 336,483 11.46]| 3,855,173 12.35| 4,154,170 1.49

17 | SIMCORP A/S 38,369| 106.45| 4,084,484| 107.35| 4,119,033 1.48
INDUSTRIVARDEN AB-A

18 sHS 142,594 30.77| 4,387,297 28.39| 4,047,872 1.45

19 | AABA_ESCROW 1,505,089 7.54] 11,354,694 2.35] 3,536,959 1.27

20 | BLACK KNIGHT INC 44,415 70.50| 3,131,271 70.32| 3,123,263 1.12

21 | TOSHIBA CORP 95,700 34.07| 3,260,360 32.25| 3,086,424 1.11
BORGWARNER INC

22 | 5.000% 10/01/25 5.000 [2025/10/ 2,842,000 1.15] 3,278,000 0.98] 2,798,088 1.00
SR:144A
ALBERTSONS COS INC -

23 124,455 20.02| 2,492,093 21.73] 2,704,407 0.97
CLASS A

24 | TELECOM ITALIA-RSP 8,302,634 0.28] 2,338,275 0.28| 2,329,167 0.83

25 | NUVASIVE INC 55,134 42.52| 2,344,105 41.21| 2,272,072 0.81
CONYERS PARK 111

26 208,048 9.73] 2,024,307 10.26| 2,134,572 0.76
ACQUISITI-A
PDC ENERGY INC

27 5.750 2026/ /15| 2,086,000 1.01] 2,101,430 1.01] 2,102,219 0.75
5.750% 05/15/26
SCREAMING EAGLE ACQ

28 176,963 10.00| 1,769,630 10.37| 1,835,106 0.66
-CLASS A

29 | HEINEKEN NV 18,268 104.83| 1,915,041 98.03| 1,790,762 0.64
GORES HOLDING IX

30 160,875 9.68| 1,557,270 10.30| 1,657,013 0.59

INC-CL A
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2023

2023

8,647,195,508 62,336,492.13 2023 31 61,091,451 21.89
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2023
2022 122,651 17,290 113.51 16,002
106,358 14,993 113.31 15,973
10 93,200 13,138 114.49 16,140
11 89,787 12,657 111.29 15,689
12 88,999 12,546 111.95 15,782
2023 88,295 12,447 111.93 15,779
85,242 12,017 112.39 15,844
85,123 12,000 112.97 15,925
85,309 12,026 113.22 15,961
78,812 11,110 110.15 15,528
76,739 10,818 111.04 15,653
72,465 10,215 112.16 15,811
2022 25,330 14,652
26,469 15,242
10 25,801 15,699
11 22,990 14,261
12 21,518 13,617
2023 21,183 13,507
21,948 14,198
21,276 13,924
21,875 14,316
19,874 14,240
19,923 14,869
19,580 14,808
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2022 10,934 11,094
10,684 11,050

10 10,666 11,136

11 10,258 10,783

12 10,253 10,796

2023 10,102 10,745
9,876 10,750

9,795 10,759

9,774 10,736

9,046 10,387

8,755 10,425

8,366 10,485
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2023 2023
15,830 468,023 646,084
(15,830) (468,023) (646,084)
78,990 540,047 1,322,264
(78,990) (540,047) (1,322,264)
24,300 209,786 797,902
(24,300) (209, 786) (797,902)
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2023 30

255,560,117

52,765,089

1,339,914.00

839,828.00
691,092.00
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3,579,713 504,632
247,760,408 34,926,785
246,051 34,686
102,080,328 14,390,264
335,355 47,275
191,461 26,990
189,119 26,660
354,382,435 49,957,292
54,668,545 7,706,625
554,885 78,222
12,131,387 1,710,162
10,698,753 1,508,203
259,151 36,533
65,030 9,167
540,455 76,188
78,918,206 11,125,099
275,464,229 38,832,192
14,869
10,425
111.04 15,653
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2022 12 31 2023 30
(10,013, 265) (1,411,570)
(7,654,478) (1,079,052)
7,543,418 1,063,396
(2,594,144) (365,696)
(12,718,469) (1,792,923)
224,464 3,710,808 523,113
2,676,525 377,310
6,387,333 900,422
1,226,767 172,937
450,524 63,510
1,718,772 242,295
781,606 110,183
339,872 47,912
4,517,541 636,838
1,869,792 263,585

(10,848,677)  (1,529,338)
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1,869,792 263,585
(10,013, 265) (1,411,570)
(7,654,478) (1,079,052)
7,543,418 1,063,396
(2,594,144) (365,696)
(10,848,677) (1,529,338)
868,967 122,498
245,430 34,598
(25,824,620) (3,640,497)
(8,441,532) (1,190,003)
(11,846,806) (1,670,044)
(44,998,561) (6,343,447)
(55,847,238) (7,872,785)
331,311,467 46,704,978
275,464,229 38,832,192




2022 12 31 2023 30

2019 12

UBS

UBS
UBS AG UBS
UBS
MUFG

ASC
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ASC 820
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TRPA

TRPA

TRPA



2023 30

EDINETOOOO

OO00000000000000O(E14951)

OOoooooooooooooood

220,549,557

220,549,557

3,672,416 3,672,416

15,867,097 15,867,097

128,445 128,445
252,266 252,266
1,222,171 1,222,171
5,844,362 215,655 6,060,017

8,439 8,439

222,152,439 25,392,314 215,655 247,760,408
337,150 337,150

222,152,439 25,729,464 215,655 248,097,558
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46,618,360 46,618,360
4,337,711 4,337,711

1,982,346 1,982,346
111,980 111,980
1,618,148 1,618,148
50,330,834 4,337,711 54,668,545
697 697

645,287 645,287

645,984 645,984

50,330,834 4,983,695 55,314,529
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1,461,712 (1,798,161)
2,578,925
98,039,691 (10,333, 226)
102,080,328 (12,131, 387)
2023 30
2022 12 31 2023 30
ASC 740
2022 12

31 2023 30
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2022-03 820

2024 12 15

1.10

15
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UBS
2022 12 31 2023 30 UBS

CFD
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CFD
2023 30 2022 12 31
2023 30
260,705 337,150 22,236,077 1,732,277 111,980 645,287 7,980,754 1,013
697 69,033,748
260,705 337,150 111,980 645,984
2023 30
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2022 12 31 2023 30
64,254 (146,154) 272,790 (721,222)
(7.508,324) (1,872,922)
64,254 (7.654,478) 272,790 (2,594,144)
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337,150 (91,099) 246,051 246,051
252,266 252,266
8,439 8,439
337,150 (91,099) 246,051 260,705 506,756
(697) (697) 697
(645,287) 91,099 (554,188) 554,188
(111,980) 111,980
(645,984) 91,099 (554,885) (111,980) 666,865
2023 30
2,578,925
100

27/94
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2023 30

1,580,261.00
949,698.00
794,987.00

8,350.00 (248,697.00)
(109,870.00)
2,190.00 (106,085.00)

28/94
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691,092.00
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13,617 10,796 111.95
85 65 0.68
1,167 (436) (1.59)
1,252 (371) (0.91)
14,869 10,425 111.04
9.19 (3.44) (0.81)
9.19 (3.44) (0.81)
1.44 1.43 1.43
1.44 1.43 1.43
0.59 0.59 0.59
2023 20

29/94
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2023 30
Activision Blizzard, Inc. 162,309 13,682,649 4.97
48,445 0.02
13,731,094 4.99
266,017 0.10
5,472,281 1.99
PDC Energy, Inc. 199,174 14,169,238 5.14
337,434 0.12
14,506,672 5.26
42,669,871 15.49
Horizon Therapeutics PLC 252,615 25,981,453 9.43
Seagen Inc. 107,846 20,756,041 7.53
53,236,204 19.33
73,992,245 26.86
17,599,905 6.38
16,433,151 5.97
194,459 0.07
5,694,411 2.07
188,333,762 190,560,106 69.18
328,493 0.12
2,779,500 1.01
2,431,024 0.88
5,969,810 5,539,017 2.01
1,593,667 0.58
1,869,886 0.68
4,394,431 1.60
1,817,827 0.66
5,747,548 2.09
4,430,914 1.60
4,596,161 1.67
24,944,249 24,450,434 8.88
219,247,821 220,549,557 80.07
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2,851,286 1.03
821,130 0.30

3,476,747 3,672,416 1.33
2,791,122 1.01

433,650 0.16

1,219,733 0.44

2,203,593 0.80

766,971 0.28

8,160,363 2.96

16,161,686 15,575,432 5.65
315,000 291,665 0.11
16,476,686 15,867,097 5.76
121,907 128,445 0.05
44,662 0.02

3,549 0.00

876 0.00

8,610 0.00

114,579 0.04

766 0.00

69,468 0.03

470 0.00

237,778 242,980 0.09
6,319 8,859 0.00
244,097 252,266 0.09

1,277,144 1,222,171 0.44

31/94
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37,128 0.01

3,553,851 1.30

208,858 0.08

178,526 0.06

109,144 0.04

1,742,634 0.63

14,715,715 6,060,017 2.20

8,439 0.00

255,560,117 247,760,408 89.94
Chevron Corporation 92,373 14,534,892 5.28
2,452,393 0.89

7,375,192 2.68

5,703,932 2.07

417,057 0.15

28,046,796 30,483,466 11.07
1,646,020 0.60

1,607,816 0.58

3,910,251 1.42

4,222,268 1.53

4,748,539 1.73

16,742,690 16,134,894 5.86

44,789,486 46,618,360 16.93

32/94
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2,138,138 0.78

921,946 0.33

1,277,627 0.46

4,589,364 4,337,711 1.57

887,328 0.33

121,379 0.04

973,639 0.35

1,662,625 1,982,346 0.72

Activision Blizzard, Inc. 116 56,260 0.02
33,000 0.01

2,070 0.00

20,650 0.01

72,645 111,980 0.04
1,650,969 1,618,148 0.59
52,765,089 54,668,545 19.85
(697) (0.00)

202,620 0.07

6,900 0.01

209,520 0.08

33/94
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24,957 0.01
(129) (0.00)
24,828 0.01
(254) (0.00)
27,771 0.01
(15,814) (0.01)
11,703 0.00
246,051 0.09
(308,452) (0.11)
(248, 657) (0.09)
34,168 0.01
(522,941) (0.19)
(7,543) (0.00)
(23,704) (0.01)
(31,247) (0.01)
(554,188) (0.20)
(308,137) (0.11)
(308,834) (0.11)

ASC815

34/94
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4,097

2023

UBS AG

2000

22

1,000

27
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1,000,000

2,969

22
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2022 12 31

37/94

EDINETOOOO
OO00000000000000O(E14951)
OOoooooooooooooood

2,097,249 295,649
111,359,925 15,698,409
17,935,111 2,528,313
5,405,200 761,971
136,797,485 19,284,341
65,704,910 9,262,421
25,848,559 3,643,871
34,243,184 4,827,262
15,806 2,228
125,812,459 17,735,782
10,985,026 1,548,559
136,797,485 19,284,341
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IT

UBS

2022 12 31

79,640,762 11,226,958
15,228,231 2,146,724

PCO 2,957,723 416,950
38,192 5,384

97,864,908 13,796,016

72,087,208 10,162,134

54,422,817 7,671,985

4,085,660 575,955

1,625,858 229,197

404,965 57,088

895,132 126,187

287,523 40,532

133,809,163 18,863,078

(35,944, 255) (5,067,062)

38/94




2021 12 31

2022 12 31

UBS

2022 12 31

39/94

46,929,281
(35,944, 255)
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6,615,621
(5,067,062)

10,985,026

1,548,559




UBS

2022 12 31

40/94

(35,944, 255)

367,381
(14,259,036)
763,718

(34,740,498)
4,234,797
15,806
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(5,067,062)

51,790
(2,010,096)
107,661

(4,897,368)
596,979
2,228

(79,562,087)

(11,215,867)

65,704,910 9,262,421
65,704,910 9,262,421
(13,857,177) (1,953,446)
15,954,426 2,249,095
2,097,249 295,649

879,326 123,959




UBS

UBS

2022 12 31

UBS AG
UBS
UBS

SMA

PCO

872,890
FDIC

41/94
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UBS

UBS

1,224,359



U.S.GAAP

VIE

PCO

50
PCO

2022 12 31

2022
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FASB ASC 606
ASC 606

147,857,068
42,912,775
2,280,050
(68,775,596)
(38,317,039)
(6,316,496)

79,640,762
2022 12 31
ASC 810 ASC 810
VIE
PCO
PCO
PCO 50
36,395

42/94



EDINETOOOO
OO00000000000000O(E14951)
OOoooooooooooooood

2021 FASB ASU 2021 05
ASU

ASU 2021 05 2022 ASU 2021 05

2021 10 FASB ASU 2021 07

ASU
ASU 2021 07 2022 ASU 2021 07
2021 10 FASB
ASU 2021 08
ASU FASB ASC 805
606
ASU 2021 08 2023
ASU 2021 08
VIEs
VIEs
VIEs

2022 12 31 VIEs VIEs
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UBS
UBS
2022 12 31
68,775,596
2022 12 31
2,280,050
2022 12 31
20,290,754
15,228,231
2022 12 31 21,537,246
4,744,704

IT
2022 12 31

33,036,148

UBS
2022 12 31
1,095,915
2022 12 31 2,948,185
UBS
2022 12 31 38,317,039

2022 12 31 9,757,753

44/94
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IFRS U.S.GAAP

UBS 1,584,430
PCO
2022 12 31 2,957,723
PCO
UBS AG
UBS AG
2022 12 31 57,777,388
UBS
2022 12 31 19,375,358
11,605,977
UBS
2001 12 401
2002
2001 12 2002
401
UBS 2014
2019 65
65
HSA
2022 12 31 54,882
59 2.80 60 2.30
11
2022 1.18
UBS 401
401
Roth401
8,000
65
100
384,003

2.0 3.5

45/94



UBS GEB
UBS
EOP
EOP GEB
AM
bcep
DCCP
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Statement of Financial Condition - Regulatory Basis

December 31, 2022

Assels

Cash

Advisory fees receivable
Due from affiliates
Orther assets

Total assets

Liabilities and member’'s equity
Funding line borrowings

Accounts payable and accrued hiabilities
Due to affiliates

Interest payable

Total habilities

Member's equity

Total liabilities and member’s equity

See accompanying notes to these regulatory basis financial statements.
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$ 2,097,249
111,359,925
17,935,111
5,405,200

$ 136.797.485

]

$ 65704910
25,848,559
34,243,184

15,806

125.812,459
10,985,026

136,797,485
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UBS O’Connor LLC

Statement of Operations - Regulatory Basis

Year Ended December 31, 2022

Revenues

Advisory fees, net §  79.640,762
Allocated expenses received from affiliates 15,228,231
Distribution from Clover PCO Carry 2.957.723
Other income 38,192
Total revenues 07.864.908
Expenses

Persormel 72087208
Allocated expenses from affiliates 54422817
Professional fees 4,085,660
Information technology 1.625.858
Travel and entertainment 404,965
Interest expense 895,132
Other 287,523
Total expenses 133,809,163
MNet loss §  (359447255)

See accompanying notes to these regulatory basis financial statements.

49/94



EDINETOOOO
OO00000000000000O(E14951)
OOoooooooooooooood

UBS O’Connor LLC

Statement of Changes in Member's Equity - Regulatory Basis

Year Ended December 31, 2022

Member’s equity as of December 31, 2021 £ 46,929,281
Net loss (35.944,255)
Member’s equity as of December 31, 2022 $ 10,985,026

See accompanying notes to these regulatory basis financial statements.
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UBS O’Connor LLC

Statement of Cash Flows - Regulatory Basis

Year Ended December 31, 2022

Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in
operating activities:
Changes in assets and liabilities:
(Increase)/Decrease in assets:
Advisory fees receivable
Due from affiliates
Other assets
Increase/{Decrease) in liabilities:
Accounts payable and accrued liabilities
Due to affiliates
Interest payable
Met cash used in operating activities

Financing activities
Net proceeds from funding line borrowings
Met cash provided by financing activities

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

Supplemental disclosure of cash flow information
Interest paid

See accompanying notes to these regulatory basis financial statements.
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$ (35944,255)

367,381
(14,259,036)
763,718

(34,740,498)
4,234,797
15,806

(79.562,087)

65,704,910
65,704,910

(13.857,177)
15,954,426

$ 2,097,249
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UBS O’Connor LLC

Motes to Financial Statements

Year Ended December 31, 2022

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) 1s an indirect whollv-owned subsidiary of UBS Group AG
(UBS). The Company’s direct parent 1s UBS Asset Management { Americas) Inc. (the Parent) and
is the sole Member of the Company. The Company is part of the UBS Asset Management business,
a division of UBS 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 senes of affiliated alternative 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
Basis of Presentation

The Company’s financial statements are prepared on the basis agreed to with the Financial
Services Agency in Japan, which is a basis of accounting other than accounting principles
gengrally accepted in the United States of Americas. The financial statements of the Company do
not consolidate Clover Private Credit Opportunities Carry LLC (Clover PCO Carry) as deseribed
below (the regulatory basis).

The preparation of these financial statements requires management to make estimates and
assumptions that affect the amounts reported in the financial staterments and accompanying notes.
Actual results could differ from such estimates,

Cash

Cash represents deposits of $872,890 held at affiliates of the Company and a deposit of $1,224,359
held at a non-affiliated bank. These cash balances are held in Federal Deposit Insurance
Corporation (FDIC) insured bank accounts and may be in excess of federal insured limits.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Advisory Fees and Receivables

Adwvisory fees, including asset-based and performance fees, are recordad as revenue as services are
performed based upon terms of the advisory agreements. Distribution fees to affiliates of the
Company are based on a percentage of net assets under management and performance. Allocated
fees between affiliates represent revenue share based on the percentage of revenue generating
services. Distribution fees and allocated fees are net within advisory fees on the statement of
operations. Distribution fees pavable and allocated fees payable and receivable 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 adminstration and
other expenses. Other Fund related expenses are presented within professional fees on the
statement of operations.

The below table includes revenues which are impacted by Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic 606, Revenue from Contracts with
Customers and it includes only those contracts with customers that are in scope of ASC Topic 606,

Disaggregation of Revenue from Contracts with Customers

Advisory fees from the Funds § 147.857,068
Capped fees from the Funds 42,912,775
Allocated fees from affiliates 2.280.050
Allocated fees to affiliates {(68,775,596)
Distribution fees to affiliates (38,317,039}
Fund admimistration and other expenses (6.316,496)
Total $ 79,640,762

An allowance for doubtful accounts is establishad, as needed, for those accounts receivable for
which collection is in doubt. No allowance for doubtful accounts has been recorded as of
December 31, 2022.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Income Taxes

The Company 15 treated as a disregarded entity for US. 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

.S, 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 nghts, 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 enfity or the right to receive the expected residual
returns of the entity, the entity 1s considered a Varnable 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).

The Company has a subsidiary Clover PCO Carry, which is crganized for the object and purpose
of (a) receiving carried interest with respect to certain private credit entities and (b} engaging in
such activities as Clover PCO Carry deems nacessary. The Company holds a 50% member interest
in Clover PCO Carry, the remaining 50% of which 1s held by emplovees. As the Company’s
financial statements are prepared on a regulatory basis, Clover PCO Carry has not been
consolidated.

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 habilities 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, 2022, net foreign currency income of $36.395 is included in
other income on the statement of operations.

10
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

Accounting Developments
Adopted in 2022
In July 2021, the FASE released Accounting Standards Update (ASU) 2021-05 Lessors—Certain

Leases with Variable Lease Payments which amends lessor lease classification requirements. The
ASU requires a lessor to classify and account for a lease with variable payments as an operating
lease if the lease would have been classified as a sales-type lease or a direct financing lease and
the lessor would have otherwise recogmzed a day-one loss. A day-one loss or profit is not
recogmzed under operating lease accounting. The Company adopted ASU 2021-05 onaits effective
date of January 1, 2022. The adoption of ASU 2021-05 did not have a material impact to its
financial statements.

In October 2021, the FASE released ASU 2021-07 Determining the Current Price of an
Underiying Share for Equityv-Classified Share-Based Awards which offers nonpublic entities a
practical expedient to use when determiming the current price input of an equity-classified share-
based payment award issued to emplovees and nonemplovees. The ASU allows a nonpublic entity
to determine the current price input of a share option using the reasonable application of a
reasonable valuation method. The Company adopted ASU 2021-07 on its effective date of January
1, 2022. The adoption of ASU 2021-07 did not have a material impact to its financial statements,

Pending Adoption

In October 2021, the FASB released ASU 2021-08 Aecounting for Contract Assets and Contract
Liabilities from Contracts with Customers which provides guidance on recognizing and measuring
contract assets and contract labilities from contracts with customers acquired in a business
combination. The ASU amends FASB ASC 805 to add contract assets and contract liabilities to
the list of exceptions to the recognition and measurement principles that apply to business
combinations and requires that an entity (acquirer) recognize and measure contract assets and
contract liabilities acquired in a business combination in accordance with Topic 606, The
Company early adopted ASU 2021-08 on January 1, 2023 on a prospective basis. The adoption of
ASU 2021-08 did not have a material impact to its financial statements.

11
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UBS O’Connor LLC

Notes to Financial Statements (continued)

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these funds
15 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, 2022, the Company was not the primary
beneficiary of any VIEs and therefore no VIEs were consolidated.

4. Related-Party Transactions
Transfer Pricing Framework

The Company has a transfer pricing framework which operates consistently across the UBS Asset
Management division globally. The framework shares revenue to UBS affiliates who perform the
three key revenue generating services: confract entity, client relationslip management and
portfolio management. The Company allocates a portion of its advisory fees revenue to those
affiliates who participate in this framework. The allocated fees to affiliates of $68,775,596 for the
vear ended December 31, 2022, are netted in advisory fees on the statement of operations. The
Company also provides services to those affiliates and receives allocated fees from affiliates. The
allocated fees from affiliates of $2.280,050 for the year ended December 31, 2022, are included in
advisory fees on the statement of operations.

In addition to the revenue share from the framework, the cost supporting the revenue generating
services are also allocated between affiliates receiving and providing the supporting services. For
the vear ended December 31, 2022, the Company incurred allocated expenses of $20,290,754
which are included in the allocated expenses from affiliates on the statement of operations. The
company also received allocated expenses of $15228231 which are included in allocated
expenses received from affiliates on the statement of operations.

56/94



EDINETOOOO
OO00000000000000O(E14951)
OOoooooooooooooood

UBS O’Connor LLC

Notes to Financial Statements (continued)

4. Related-Party Transactions (confinued)

As of December 31, 2022, the Company has payables of $21,537.246 to affiliates under the
transfer pricing framework which are included in due to affiliates on the statement of financial
condition. The Company has receivables of $4,744,704 under the transfer pricing framework
which are included in due from affiliates on the statement of financial condition.

Allocated Expenses

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. For the vear
ended December 31, 2022, the Company incurred $33,036,148 in allocated expenses from
affiliates, excluding occupancy expenses and cost allocated from the transfer pricing framework.

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments, For the vear ended December 31, 2022, the Company incurred
$1.095,915 in occupancy expenses allocated from affiliates.

The Company reimburses affiliates for the costs allocated to the Company. As of December 31,
2022, $2.948_185 is included in due to affiliates on the statement of financial condition.

Distribution Fees

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,
2022, the Company incurred $38,317.039 in distribution fees to affiliates. As of December 31,
2022, $9,757,753 of distribution fees payable to affiliates is included in due to affiliates on the
statement of financial condition.

Pension Plan Funded Status

Due from affiliates on the statement of financial condition includes $1.584,430 from UES
Stamford Branch related to the difference in accounting treatment for the measurement of the
pension plan funded status under International Financial Reporting Standards (IFRS) and U.5.
GAAP, the intercompany balance 1s expected to be ehiminated over the life of the pension plan.

13
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UBS O’Connor LLC

Notes to Financial Statements (continued)

4. Related-Party Transactions (confinued)
Distribution from Clover PCO Carry

During the vear ended December 31, 2022, the Company received distributions from its subsidiary
of $2,957,723 which is included in distribution from Clover PCO Carry on the statement of
operations.

Deferred Compensation Plans

The Company participates in several deferred compensation plans as described below in note 6.
The Company pays UBS AG Zurich on a monthly basis upon the amortization of deferred
compensation awards and UBS AG Zurnich pays employees when the awards are vested. For the
year ended December 31, 2022, the Company amortized $57.777.388 of deferred compensation
awards which 15 included in personnel expenses on the statement of operations. Deferred
compensation awards are generally forfeitable upon, among other circumstances, voluntary
termunation of employment with UBS. For the vear ended December 31, 2022, the Company
received $19,375,358 of forfeiture credits which is included in personnel expenses on the statement
of operations and $11,605977 is included in due from affiliates on the statement of financial
condition.

5. Employee Benefit Plans

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

Effective December 2, 2001, the defined benefit pension plan was closed to new employees, and
new employees were automatically enrolled into the new retirement contribution feature of the
defined contribution 401(k) plan and began earning retirement contributions beginning January 1,
2002. In addition, existing employees 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 UBS sponsored postretirement medical plan. Retiree medical
premiums are subsidized for eligible employees who retired prior to January 1, 2014, From January
1, 2019, these participants who are age 65 or older, or certain emplovees who are pre-65 and
Medicare eligible, will receive an annual notional contribution to a Health Savings Account which

14
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UBS O’Connor LLC

Notes to Financial Statements (continued)

5. Employee Benefit Plans (continued)

they can use to purchase medical insurance and pay for eligible medical related expenses. The
post-retirement medical plan is funded on a pay-as-vou-go basis.

The Company incurred expenses of $54,882 related to the aforementioned benefit plans for the
vear ended December 31, 2022, which are included in personnel expense on the statement of
operations,

The calculation of the expenses applies actuarial assumptions. The compensation is assumed to
increase by 2.80% up to age 59 and by 2.30% from age 60. As per plan rules the interest credits
on retirement savings are determined as the vield on 1-year Treasury bills from the prior November
plus 1%, equal to 1.18% at start of the year 2022.

The Company also participates in a defined contibution 401(k) plan of UBS 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 after-tax basis, with the Company matching some portion of those contributions, subject to
certain limitations prescribed by the Intemal Revenue Code. The Company’s matching
contributions to each participant is limited to an annual amount of $8,000. A participant 1s 100%
vested in the Company's retirement and matching contribution plus earnings thereon afier the
earlier of three years of service, attaining age 65 while still an employee, becoming totally and
permanently disabled or upon death.

Generally, to receive a refirement contribution andior retain the Company’s matching
contributions for the year, a participant must be an active employee on the last business day of that
yvear unless special termination conditions apply. The Company made a matching contribution of
$384.003 to this plan duning the vear, which is included in personnel expense on the statement of
operations. The retirement contnbution 1s equal to 2.0% fto 3.5% of ehgible compensation
depending on a participant’s date of employment, subject to certain limitations prescribed by the
Internal Revenue Code. The Company made $163,985 of retirement contribution to this plan
during the vear, which 15 included in personnel expense on the statement of operations. This
amount has been allocated by UBS based on the number of emplovees in the Company.

6. Equity Participation and Other Compensation Plans
UBS has several share-based and other deferred compensation plans that align the interests of
Group Executive Board (GEB) members and other employees with the interests of investors.

15
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UBS O’Connor LLC

Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

Share-based awards are granted in the form of notional shares and, where permitted, carry a
dividend equivalent that may be paid in notional shares or cash. Awards are settled by delivening
UBS shares at vesting, except in jurisdictions where this is not permitted for legal or tax reasons.

Deferred compensation awards are generally forfeitable upon. among other circumstances,
voluntary termination of employment with UBS, These compensation plans are also designed to
meet regulatory requirements and include special provisions for regulated employees.

The most significant deferred compensation plans are described below.
Egquity Ownership Plan (EOF)

The EOP 1s the deferred share-based compensation plan for emplovees outside of the GEB that
are subject to deferral requirements. EOP awards generally vest over three years.

Certain Asset Management (AM) employees receive some or all of their EOP in the form of
notional funds (Fund Ownership Plan or FOP, previously named AM EOP). This plan is generally
delivered in cash and vests over three years. The amount delivered depends on the value of the
underlying investment funds at the time of vesting.

Deferred Contingent Capital Plan (DCCF)

The Deferred Contingent Capital Plan (DCCP) is a deferred compensation plan for all emplovees
who are subject to deferral requirements. Such employees are awarded notional additional tier 1
{AT1) capital instruments, which, at the discretion of UBS, can be settled in cash or a perpetual,
marketable AT1 capital insttument. DCCP awards generally bear notional interest paid annually
{except for certain regulated employees) and vest in full after five years. Awards are forfeited if a
viability event occurs (1.e., if FINMA notifies the firm that the DCCP awards must be written down
to mutigate the risk of insolvency, bankruptcy or faillure of UBS) or if the firm receives a
commitment of extraordinary support from the public sector that is necessary to prevent such an
event. DCCP awards are also written down if the Group’s CET1 capital ratio falls below a defined
threshold.

Equity Plus Plan (Equity Plts)

The Equity Plus Plan is a voluntary employee share purchase program that allows eligible
employees to purchase UBS shares at market price and receive one additional notional share for
every three shares purchased, up to a masamum annual limit. Additional shares vest after a
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UBS O’Connor LLC

Notes to Financial Statements (continued)

6. Equity Participation and Other Compensation Plans (continued)

maximum of three years, provided the employee remains employed with UBS and has retained the
purchased shares throughout the holding period.

The amount of non-vested awards not yet recognized in 2022, was $41,005,048 which is expected
to be recognized over a weighted average period of 2.65 vears.

7. Funding Facility

The Company has an uncommitted, insecured money market funding facility with UBS Americas
Holding Inc. The funding limit increased from $60 million to $80 million on October 14, 2022.
The agreement requires periodic inferest payments on any borrowed amounts. The funding
facility has no expiration date and provides overnight borrowing to the Company using the
overnight rate from UBS Senior Debt Curve which is considered a fixed rate borrow but the interest
rate varies on a daily basis. For the year ended December 31, 2022, the Company incurred interest
expense of $895.132 related to this funding facility, and has overnight borrowing of $65,704,910
on the funding facility as of December 31, 2022.

8. Commitments and Contingencies

At varous times, the Company may be named as a defendant in legal actions arising in the ordinary
course of business. 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

The Company is required by accounting literature (ASC Topic B33, Subsequent Events) to evaluate
whether events occurring after the statement of financial condition date but before the date the
financial statements were available to be issued require accounting as of the statement of financial
condition date or disclosure in the financial statements. The Company has evaluated all subsequent
events through May 23, 2023, the date the financial statements were available to be i1ssued and
determined that no such events have occurred except as noted below.

On March 28, 2023, the Company’s funding limit increased from $80 million to $125 million.
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15,954,426 2,249,095
111,727,306 15,750,198
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6,168,918 869,632
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901,775 127,123
176,581,278 24,892,663
110,157,155 15,528,854
30,128,103 4,247,159
3,725,171 525,137
942,925 132,924
110,082 15,518
459,848 64,825
145,523,284 20,514,417
31,057,994 4,378,245
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24,387,299
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(22,149,923)
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4,378,245

6,600,295
257,701
(303,978)

240,682
(1,465,643)

68,860,773

(157,125,085)

9,707,303

(22,149,923)

(157,125,085)

(22,149,923)

(88,264,312)
104,218,738

(12,442,620)
14,691,715

15,954,426

2,249,095
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UBS
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14,063,103 1,891,323
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ASC 606
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UBS O'Connor LLC

Statement of Financial Condition - Regulatory Basis

December 31, 2021

Assets

Cash § 15,954,426
Advisory fees receivable 111,727,306
Due from affiliates 3,676,075
Other assets 0,168,918
Total assets $ 137,526,725

Liabilities and member’s equity

Accounts pavable and accrued hiabilities $ 60,589,057
Due to affihates 30,008,387
Total liabilities 90,597,444
Member's equity 46,929,281
Total liabilities and member’s equity $ 137.526,725

See accompanying notes to these regulatory basis financial statements.
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UBS O'Connor LLC

Statement of Operations - Regulatory Basis

Year Ended December 31, 2021

Revenues
Advisory fees
Interest income
Other income
Total revenues

Expenses

Personnel

Allocated expenses from affiliates
Professional fees

Information technology

Travel and entertainment

Other

Total expenses

MNet income

See accompanying notes to these regulatory basis financial statements.
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175,618,960
60,543
001,775

176,581,278

110,157,155
30,128,103
3,725,171
042,925
110,082
459,848

145,523,284

$

31,057,994
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UBS O'Connor LLC

Statement of Changes in Member's Equity - Regulatory Basis

Year Ended December 31, 2021

Member’s equity as of December 31, 2020 $ 172,996,372
Met income 31,057,994
Dividend to the Parent (157,125,085)

Member’s equity as of December 31, 2021 3 46,929,281

See accompanying notes to these regdatory basis financial statements.
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UBS O Connor LLC

Statement of Cash Flows - Regulatory Basis

Year Ended December 31, 2021

Operating activities
Net income
Adjustments to reconcile net income to cash provided by
operating activities:
Changes in assets and habilities:
{Increase)/Decrease in assets:
Adwvisory fees receivable
Due from affihates
Other assats
Increase/{ Decrease) in liabilities:
Accounts pavable and accrued liabilities
Due to affiliates
Net cash provided by operating activities

Financing activities
Dividend to the Parent
Met cash used in financing activities

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

See accompanying notes to these regulatory basis financial statements.
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$ 31,057,994

46,820,568
1,828,059
(2,156,333)

1,707,329
(10,396,844)

68,860,773

(157.125,085)

(157,125,085)

(88,264,312)
104,218,738

$ 15954426
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UBS O'Connor LLC
Motes to Financial Statements

Year Ended December 31, 2021

1. Organization and Nature of Business

UBS O'Connor LLC (the Company) is an indirect whollv-owned subsidiary of UBS Group AG
(UBS). The Company’s direct parent 1s UBS Asset Management { Americas) Inc. (the Parent) and
is the sole Member of the Company. The Company is part of the UBS Asset Management business,
a division of UBS 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 senes of affiliated alternative 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
Basis of Presentation

The Company’s financial statements have been prepared on the accounting basis agreed to with
the Finanecial Services Agency in Japan and are prepared in accordance with U.S. generally
accepted accounting principles (U.S. GAAP) with the exception of the Company not consolidating
Clover Private Credit Opportunities Carry LLC (Clover PCO Carry) as deseribed below (the
regulatory basis).

The preparation of these financial statements 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.

New COVID-19 variants, including Omicron and its sublineage BA 2, continue to spread in many
countries, and there 1s uncertainty about when restrictions introduced in many countries will be
eased. However, the negative effects of the COVID-19 crisis on our financial and capital positions
remained limited in 2021.

Cash

Cash represents deposits of $14,063,103 held at affihates of the Company and a deposit of
$1.891.323 held at a non-affiliated bank.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Advisory Fees and Receivables

Advisory fees, including asset-based and performance fees, are recordad as revenue as services are
performed based upon terms of the advisory agreements. Distribution fees to affiliates of the
Company are based on a percentage of net assets under management and performance. Allocated
fees between affiliates represent revenue share based on the percentage of revenue generating
services. Distribution fees and allocated fees are net within advisory fees on the statement of
operations. Distribution fees pavable and allocated fees payable and receivable 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 bome 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 admimistration and
other expenses. Other Fund related expenses are presented within professional fees on the
statement of operations.

The below table includes revenues which are impacted by Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic 606, Revenue from Contracts with
Customers and it includes only those contracts with customers that are in scope of ASC Topic 606,

Disaggregation of Revenue from Contracts with Customers

Advisory fees from the Funds $ 257,501,284
Capped fees from the Funds 42,839,221
Allocated fees from affiliates 4976877
Allocated fees to affiliates {89,683,283)
Distribution fees to affiliates (35.884.155)
Fund admimistration and other expenses (4,130,984)
Total $ 175,618,960

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, 2021.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Income Taxes

The Company 15 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 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 exast 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 night to receive the expected residual
returns of the entity, the entity 15 considered a Vanable 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).

The Company has a subsidiary of Clover PCO Carry, which 1s organized for the object and purpose
of (a) receiving carmmied interest with respect to certain private credit entities and (b) engaging in
such activities as Clover PCO Carry deems necessary. The Company holds a 50% member
interest in Clover PCO Carry, the remaining 50% of which is held by emplovees. As
the Company’s financial statements are prepared on a regulatory basis, Clover PCO Carry has
not been consolidated in accordance with U.S. GAAP.

Foreign Currency Remeasurement

The Company’s functional currency 1s the U.S. dollar, however, it fransacts some business in
currencies other than the U.S. dollar. Assets and habilities denominated in currencies other than
the U.S. dollar are remeasured to U.S. 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
from foreign currency transactions are determined using spot rates on the date of the transaction.
For the year ended December 31, 2021, net foreign currency income of $637,899 1s included in
other income on the statement of operations.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Accounting Developments
Adopted in 2021

In July 2018, the FASBE issued Accounting Standards Update (ASU) 2018-14, Disclosure
Requirements for Defined Benefit Plans. ASU 2018-14 contains several amendments to the
disclosure requirements for emplovers that sponsor defined benefit pension and other post-
retirement plans. Several disclosure requirements that are no longer considered cost beneficial are
removed, specific disclosure requirements are clanfied, and certain disclosures are added. The
Company adopted ASU 2018-14 on its mandatory effective date of January 1, 2021 with no
material impact to its financial statements.

Pending Adoption

In July 2021, the FASB released ASU 2021-05 Lessors—Certain Leases with Variable Lease
Payments which amends lessor lease classification requirements. The ASU requires a lessor to
classify and account for a lease with variable payments as an operating lease if the lease would
have been classified as a sales-type lease or a direct financing lease and the lessor would have
otherwise recognized a day-one loss. A day-one loss or profit is not recognized under operating
lease accounting. ASU 2021-05 is effective for fiscal years, and interim periods within those fiscal
vears, beginning after December 15, 2021. The Company adopted the ASU on January 1, 2022
with no material impact to its financial statements.

In October 2021, the FASB released ASU 2021-07 Determining the Cuwrrent Price of an
Underlyving Share for Equitv-Classified Share-Based Awards which offers nonpublic entities a
practical expedient to use when determining the current price input of an equity-classified
sharebased payment award issued to employees and nonemployees, The ASU allows a nonpublic
entity to determine the current price input of a share option using the reasonable application of a
reasonable valuation method. ASU 2021-07 is effective for fiscal vears, and interim periods within
those fiscal years, beginning after December 15, 2021. The Company adopted the ASU on January
1, 2022 with no material impact to its financial statements.

In October 2021, the FASB released ASU 2021-08 dccounting for Contract Assets and Contract
Liabilities from Contracts with Customers which provides guidance on recognizing and measuring
contract assets and contract liabilities from contracts with customers acquired in a business
combination. The ASU amends FASB ASC 805 to add contract assets and contract liabilities to
the list of exceptions to the recognition and measurement principles that apply to business
combinations and requires that an entity (acquirer) recogmze and measure contract assets and

11
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UBS O’Connor LLC

Notes to Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

contract habilities acquired in a business combination in accordance with Topie 606. ASU 2021-
08 is effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2023 and is applied prospectively to business combinations occurring on or after
the effective date of the amendments. The Company is presently evaluating the effect of the
adoption of this ASU.

3. Sponsored Hedge Fund Entities

The Company is the investment manager of certain hedge fund entities. The purpose of these funds
1s 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 nsks 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, 2021, the Company did not have any
material VIEs that had to be consolidated.

4. Related-Party Transactions
Transfer Pricing Framework

From January 1, 2021, the Company entered into a new transfer pricing framework which operates
consistently across the UBS Asset Management division globally. The new framework shares
revenue to UBS affiliates who perform the three key revenue generating services: contract entity,
client relationship management and portfolio management. The Company allocates a portion of its
advisory fees revenue to those affiliates who participate in this framework. The allocated fees to
affiliates of $89,683,283 for the year ended December 31, 2021, are netted in advisory fees on the
statement of operations. The Company also provides services to those affiliates and receives
allocated fees from affiliates. The allocated fees from affiliates of $4.976.877 for the year ended
December 31, 2021, are included 1in advisory fees on the statement of operations.

In addition to the revenue share from the new framework, the cost supporting the revenue
generating services are also allocated between affiliates receiving and providing the supporting
services. For the vear ended December 31, 2021, the Company incurred net allocated expenses of

12
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UBS O’Connor LLC

Notes to Financial Statements (continued)

4. Related-Party Transactions (continued)

$4.858.445 which are included in the allocated expenses from affiliates on the statement of
operations.

As of December 31, 2021, the Company has pavables of $19.371.095 to affiliates under the new
transfer pricing framework which are included in due to affiliates on the statement of financial

condition. The Company has receivables of $3,676,075 under the new framework which are
ineluded in due from affiliates on the statement of financial condition,

Allocated Expenses

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. For the vear
ended December 31, 2021, the Company incurred $23,721,317 in allocated expenses from
affiliates, excluding occupancy expenses and cost allocated from transfer pricing framework. .

The Company occupies office space in several locations leased by other UBS affiliates under
external lease commitments. For the vear ended December 31, 2021, the Company incurred
$1.548.341 in occupancy expenses allocated from affiliates.

The Company reimburses affiliates for amounts paid on behalf of the Company. As of
December 31, 2021, $866,752 is included in due to affiliates on the statement of financial
condition.

Distribution Fees

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,
2021, the Company incurred $35,884,155 in distribution fees to affiliates. As of December 31,

2021, $9,770,540 of distnbution fees payable to affiliates is included in due to affiliates on the
staternent of financial condition.

5. Dividend

The Board of Directors of the Company declared a dividend on July 19, 2021 for the amount of
$157,125,085. The dividend was paid to the Parent on July 21, 2021.

13
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UBS O’Connor LLC

Notes to Financial Statements (continued)

6. Employee Benefit Plans

The Company participates with affiliates in a defined benefit pension plan sponsored by UBS that
provides retirement benefits to ehigible employees.

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

The Company also participates in a UBS sponsored postretirement medical plan. Retiree medical
premiums are subsicized for eligible emplovees who retired prior to January 1, 2014, 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
post-refirement medical plan is funded on a pay-as-you-go basis.

The Company incurred expenses of $27,609 related to the aforementioned benefit plans for the
vear ended December 31, 2021, which are included in personnel expense on the statement of
operatons,

The calculation of the expenses applies actuarial assumpftions. The compensation 1s assumed to
increase by 2.80% up to age 59 and by 2.30% from age 60. As per plan rules the interest credits
on refirement savings are determined as the vield on | -year Treasury bills from the prior November
plus 1%, equal to 1.18% at vear-end 2021,

The Company also participates in a defined contribution 401(k) plan of UBS 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 after-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 is limited to an annual amount of $8,000. A participant is 100%
vested 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 emplovee, becoming totally and
permanently disabled or upon death.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

6. 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
vear unless special termination conditions apply, The Company made a matching contribution of
$360,248 to this plan during the year, which is included in personnel expense on the statement of
operations. The retirement confribution is equal to 2.0% to 3.5% of ehgible compensation
depending on a participant’s date of employiment, subject to certain limitations prescribed by the
Internal Revenue Code. The Company made $191,654 of refirement contribution to this plan
during the year, which 15 included in personnel expense on the statement of operations. This
amount has been allocated by UBS based on the number of employees in the Company.

7. Equity Participation and Other Compensation Plans

UBS has several share-based and other deferred compensation plans that align the interests of
Group Executive Board (GEB) members and other employees with the interests of investors.

Share-based awards are granted in the form of notional shares and, where permitted, carry a
dividend equivalent that may be paid in notional shares or cash. Awards are settled by delivering
UBS shares at vesting, except in junisdictions where this 1s not permitted for legal or tax reasons.

Deferred compensation awards are generally forfeitable upon, among other circumstances,
voluntary termuination of employment with UBS. These compensation plans are also designed to
meet regulatory requirements and include special provisions for regulated employees.

The most significant deferred compensation plans are described below.
Equity Ownership Plan (EOP)

The EOP is a deferred share-based compensation plan for employees who are subject to deferral
requirements but do not receive Long-Term Incentive Plan (LTIP) awards. The LTIP is a
mandatory deferred share-based compensation plan for senior leaders of the Group (i.e., GEB
members and selected senior management). Vesting under the EOP generally occurs in equal
installments two and three year after grant, subject to confinued employment and, in certain cases,
achievement of defined performance conditions.

Asset Management emplovees receive some or all of their EOP in the form of cash-settled notional
investment funds. The amount delivered depends on the value of the underlving investment funds
at the time of vesting.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

7. Equity Participation and Other Compensation Plans (continued)

All EOP expenses recognized in the performance year for retirement eligible employees are subject
to an expected forfeiture rate, which was 6.5% for the year ended December 31, 2021.

Deferred Contingent Capital Plan (DCCFP)

The DCCP 15 a mandatory deferred compensation plan for all employees whose total anmual
compensation exceeds a specified threshold.

DCCP awards take the form of notional additional tier 1 {AT1) capital instruments, which, at the
discretion of UBS, can be settled in either a cash payment or a perpetual, marketable AT1 capital
instrument. DCCP awards vest in full after five vears, and up to seven years for certain regulated
employees, unless there is a tnigger event.

Awards are forfeited if a viability event oceurs, i.e., if FINMA notifies the firm in writing that the
DCCP awards must be wntten down to prevent an insolvency, bankruptey or failure of UBS, orif
UBS receives a commitment of extraordinary support from the public sector that is necessary to
prevent such an event. DCCP awards are also written down for GEB members if the Group’s CET1
capital ratio falls below 10% and for all other employees if it falls below 7%. As an additional
performance condition, GEB members forfeit 20% of their award for each loss-making vear during
the vesting period.

Interest payments on DCCP awards are paid at the discretion of UBS. Where interest payments
are not permitted, such as for certain regulated employees, the DCCP award reflects the fair value
of the granted non-interest-bearing award.

Equity Pius Plan (Equity Plus)

The Equity Plus Plan is a voluntary employee share purchase program that allows eligible
employees to purchase UBS shares at market price and receive one additional notional share for
every three shares purchased, up to a maximum annual limit, Additional shares vest after a
maximum of three years, provided the employvee remains emploved with UBS and has retained the
purchased shares throughout the holding penod.

The amount of non-vested awards not yet recognized in 2021, was $68,023,566 which is expected
to be recognized over a weighted average peniod of 2.79 vears.
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UBS O’Connor LLC

Notes to Financial Statements (continued)

3. Funding Facility

The Company has an uncommitted, unsecured money market funding facility with UBS Americas
Holding Inc. for USD 60 million. The agreement requires periodic interest payments on any
borrowed amounts, The funding facility has no expiration date, For the vear ended December 31,
2021, the Company incurred interest expense of §1,460 related to this funding facility, and has no
borrowing on the fimding facility as of December 31, 2021.

9. Commitments and Contingencies

At vanious times, the Company may be named as a defendant in legal actions arising in the ordinary
course of business. 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.

10. Subsequent Events

The Company is required by accounting literature (ASC 855, Subsequent Events) to evaluate
whether events occurring after the statement of financial condition date but before the date the
statement of financial condition 15 available to be 1ssued require accounting as of the statement of
financial condition date or disclosure in the financial statements. The Company has evaluated all
subsequent events through May 26, 2022, the date the financial statements were available to be
1ssued and determined that no such events have occurred.
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Report of Independent Auditors

The Member
UBS O’ Connor LLC

Opinion

We have audited the financial statements of UBS O’Connor LLC  the Company , which comprise the statement of
financial condition - regulatory basis as of December 31, 2022, and the related statement of operations - regulatory basis,
statement of changes in member's equity - regulatory basis, and statement of cash flows - regulatory basis for the year
then ended, and the related notes to the financial statements - regulatory basis collectively referred to as the “financia
statements’

In our opinion, the accompanying financial statements present fairly, in al material respects, the regulatory basis
financial position of the Company at December 31, 2022, and the regulatory basis results of operations and regulatory
basis cash flows thereof for the year then ended in accordance with the basis of accounting described in Note 2.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
GAAS . Our responsibilities under those standards are further described in the Auditor's Responsibilities for the

Audit of the Financial Statements section of our report. We are required to be independent of the Company and to meet

our other ethical responsihilities in accordance with the relevant ethical requirements relating to our audit. We believe

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

Regulatory Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of accounting. As described in Note 2
to the financial statements, the financial statements are prepared by the Company on the basis agreed to with the
Financial Services Agency in Japan, which is a basis of accounting other than accounting principles generally accepted
in the United States of America. As a result, the financial statements may not be suitable for another purpose. Our
opinion is not modified with respect to this matter.

Responsibilities of Management for the Financia Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the
accounting basis agreed to with the Financial Services Agency in Japan described in Note 2; this includes determining
that the regulatory basis is an acceptable basis for the preparation of the financial statements in the circumstances.
Management is also responsible for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,

considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern for
one year after the date that the financial statements are available to be issued.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free of material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with GAAS will always detect a material misstatement when it exists. The risk of not detecting
amaterial misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if thereis asubstantia likelihood that, individually or in the aggregate, they would influence the judgment made
by areasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we
Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on atest
basis, evidence regarding the amounts and disclosuresin the financial statements.
Obtain an understanding of internal control relevant to the audit 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
Company’s internal control. Accordingly, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control related matters that we identified during
the audit.

Restriction on Use
Our report is intended solely for the information and use of the member, management of the Company and the Financial
Services Agency in Japan and is not intended to be and should not be used by anyone other than these specified parties.

Ernst & Young LLP
May 25, 2023
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Report of Independent Auditors

The Member
UBS O’ Connor LLC

Opinion

We have audited the financial statements of UBS O’ Connor LLC (the Company), which comprise the statement
of financial condition - regulatory basis as of December 31, 2021, and the related statement of operations -
regulatory basis, statement of changes in member's equity - regulatory basis, and statement of cash flows -
regulatory basis for the year then ended, and the related notes to the financial statements - regulatory basis
(collectively referred to asthe “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the regulatory basis
financial position of the Company at December 31, 2021, and the regulatory basis results of operations and
regulatory basis cash flows thereof for the year then ended in accordance with the basis of accounting described in
Note 2.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS). Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the Company and to
meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Regulatory Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of accounting. As described in
Note 2 to the financial statements, the financial statements are prepared by the Company on the basis agreed to
with the Financial Services Agency in Japan and are prepared in accordance with U.S. generally accepted
accounting principles with the exception of the Company not consolidating Clover Private Credit Opportunities
Carry LLC. As a result, the financial statements may not be suitable for another purpose. Our opinion is not
modified with respect to this matter.

Responsibilities of Management for the Financia Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the accounting basis agreed to with the Financial Services Agency in Japan described in Note 2; thisincludes
determining that the regulatory basis is an acceptable basis for the preparation of the financial statements in the
circumstances. Management is also responsible for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,

considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going
concern for one year after the date that the financial statements are available to be issued.
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Auditor's Responsihilities for the Audit of the Financia Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free of
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that, individualy or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on atest basis, evidence regarding the amounts and disclosures in the financial statements.
Obtain an understanding of internal control relevant to the audit 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 Company’s internal control. Accordingly, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain interna control-related matters that we
identified during the audit.

Restriction on Use

Our report is intended solely for the information and use of the member, management of the Company and the
Financial Services Agency in Japan and is not intended to be and should not be used by anyone other than these
specified parties.

Ernst & Young LLP
May 26, 2022
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