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CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM



H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J May, 2016



Non-United States Investors Only The Series is seeking aggregate capital commitments (“Capital Commitments”) of a minimum of $500,000 (the “Minimum Offering Amount”) and up to $15,000,000 (the “Maximum Offering Amount”).



Placement Agent TriPoint Global Equities, LLC 1450 Broadway, 26th Floor New York, NY 10018 Phone 212-732-7184 Fax 212 202-6380 [email protected] 1



Simultaneous with this Offering, the Company is conducting a separate offering of the Series pursuant the exemption from the registration requirements of the Securities Act of 1933, as amended, provided by Section 4(a)(2) and Rule 506(c) of Regulation D promulgated thereunder (the "Regulation D Offering"). Through the Regulation D Offering and/or this offering, the Company is offering up to $15,000,000 with no minimum and may close the Regulation D Offering on a minimum purchase of up to $25,000. Following receipt of the minimum purchase in either the Regulation D Offering or this Offering or the combination of both, as set forth herein, the Company may continue either, both or none of such offerings.



The securities offered hereby are speculative and involve a high degree of risk.



CONFIDENTIAL CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J Limited Liability Company Interests This confidential private placement memorandum (this “Memorandum”) is being provided on a confidential basis to a limited number of prospective investors for the sole purpose of evaluating an investment in H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J (the “Series”), a series of limited liability company interests of H&H Co-Investment Partners, LLC, a Delaware limited liability company (the “Company”). The contents of this Memorandum should not be construed as investment, legal or tax advice. The information contained in this Memorandum has been compiled from sources believed to be reliable by the Company, the managing member of the Company and the Series, Harris & Harris Group, Inc. (“HHVC”, and in such capacity, the “Managing Member”), and the investment manager to the Series, HHVC (in such capacity, the “Investment Manager”). Each recipient of this Memorandum should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the limited liability company interests with respect to the Series (the “Interests”), and should consult its own legal counsel and financial, accounting, regulatory and tax advisers to determine the consequences of such an investment. Each potential investor, by accepting delivery of this Memorandum, agrees not to make a photocopy or other copy or to divulge the contents hereof to any person other than a legal, business or investment adviser in connection with obtaining the advice of such persons with respect to this offering. This Memorandum has been furnished on a confidential basis solely for the information of the person to whom it has been delivered in order to assist such person in evaluating a potential investment in the Company, and this Memorandum may not be reproduced or used for any other purpose. Upon request, this Memorandum and any copies hereof are to be returned in their entirety to the Managing Member. Notwithstanding anything in this Memorandum to the contrary, each investor (and each employee, representative or other agent of such investor) may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of (i) the Company and the Series and (ii) any of the Company's or the Series' transactions, and all materials of any kind (including opinions or other tax analyses) that are provided to such investor relating to such tax treatment and tax structure, it being understood that “tax treatment” and “tax structure” do not include the name or the identifying information of (i) the Company or the Series, or (ii) the parties to a transaction. No person has been authorized in connection with this offering to give any information or make any representations other than as contained in this Memorandum, and any representation or information not contained herein may not be relied upon as having been authorized by the Investment Manager, the Managing Member, the Company or the Series or any of their respective officers, employees, members, agents or affiliates. The delivery of this Memorandum does not imply that the information herein is correct as of any time subsequent to the date set forth on the cover page.
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CONFIDENTIAL Prospective investors wishing to contact representatives of the Managing Member may do so at the address and telephone number listed below: H&H Co-Investment Partners, LLC c/o Harris & Harris Group, Inc. 1450 Broadway, 24th Floor New York, New York 10018 Tel: (212) 582-0900 Attention: Daniel B. Wolfe



THE DATE OF THIS PRIVATE PLACEMENT MEMORANDUM IS MAY __, 2016. As of the date of this Memorandum, we have entered into a Placement Agency Agreement (the “Placement Agreement”) with the Placement Agent (TriPoint Global Equities, LLC). Under the Placement Agreement, we are employing the Placement Agent as an exclusive agent to sell the Series in this Offering on a “best efforts basis.” The Placement Agent will receive cash commission of up to eight percent (8%) of the aggregate purchase price of Class J-2 Interests of the H&H Co-Investment Partners, LLC D-Wave Co-Investment Series (the “Series”) sold in the Offering (the “Class J-2 Interests Placement Agents’ Fee”) and the Managing Member has agreed to assign six and two fifths percent (6.4%) of its carried interest related to Class J-2 Interests of this Series to the Placement Agent. The Company has also agreed to pay TriPoint a cash commission of up to two percent (2%) of the aggregate purchase price of Class J-1 Interests of the Series (the “Class J-1 Interests Placement Agents’ Fee”, together with Class J-2 Interests Placement Agents’ Fee, the “Placement Agents’ Fee”) and no assignment of carried interest. We also agreed to pay for all of the reasonable expenses the Placement Agents incur in connection with the Offering, provided however those expenses shall not exceed $1,000.00 without our prior authorization. This amount reflects proceeds to the Company before deducting certain expenses, including, without limitation, legal, accounting, printing and other miscellaneous expenses. After deducting non-accountable expense allowances and the Placement Agent commissions, if any, the net proceeds to the Company are estimated to be $13,782,500.00 if the Maximum Offering is sold.



THE INTERESTS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “1933 ACT”), THE SECURITIES LAWS OF ANY STATE OR OF ANY OTHER JURISDICTION, NOR IS SUCH REGISTRATION CONTEMPLATED. THE INTERESTS WILL BE OFFERED AND SOLD UNDER THE EXEMPTION PROVIDED BY SECTION 4(a)(2) OF THE 1933 ACT, REGULATION S PROMULGATED THEREUNDER (THE “REGULATION S”) AND OTHER SIMILAR EXEMPTIONS UNDER THE LAWS OF THE STATES AND JURISDICTIONS WHERE THE OFFERING WILL BE MADE. THERE IS NO PUBLIC MARKET FOR THE INTERESTS, AND NO SUCH MARKET IS EXPECTED TO DEVELOP IN THE FUTURE. THE INTERESTS ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE RESOLD OR TRANSFERRED EXCEPT AS PERMITTED UNDER THE COMPANY’S LIMITED LIABILITY COMPANY AGREEMENT AND UNLESS THE INTERESTS ARE REGISTERED UNDER THE 1933 ACT OR AN EXEMPTION FROM REGISTRATION THEREUNDER AND UNDER ANY OTHER APPLICABLE SECURITIES LAW REGISTRATION REQUIREMENTS IS AVAILABLE. THIS OFFERING IS BEING CONDUCTED ON A BEST-EFFORTS BASIS. THE INTERESTS ARE OFFERED ONLY TO PERSONS WHOM THE COMPANY BELIEVES HAVE THE QUALIFICATIONS NECESSARY TO PERMIT THE SECURITIES TO BE OFFERED AND SOLD IN
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CONFIDENTIAL RELIANCE UPON SUCH EXEMPTIONS AND WE WILL NOT ACCEPT SUBSCRIPTIONS HEREUNDER FROM ANY U.S. PERSONS. (SEE “INVESTOR SUTIABILITY STANDARDS”). A MINIMUM PURCHASE OF $25,000 IS REQIRED FROM ANY POTENTIAL INVESTOR. THIS MEMORANDUM SUMMARIZES THE CONTENTS OF CERTAIN AGREEMENTS AND OTHER DOCUMENTS, SOME OF WHICH MAY HAVE NOT YET BEEN FINALIZED. REFERENCE IS MADE TO SUCH AGREEMENTS AND DOCUMENTS FOR COMPLETE INFORMATION CONCERNING THE RIGHTS AND OBLIGATIONS OF THE PARTIES THERETO (WHICH AGREEMENTS AND DOCUMENTS SHALL CONTROL IN THE EVENT THAT THE DESCRIPTIONS OR TERMS IN THIS MEMORANDUM ARE INCONSISTENT WITH OR CONTRARY TO THE DESCRIPTIONS OR TERMS OF SUCH AGREEMENTS OR DOCUMENTS). THE MANAGING MEMBER RESERVES THE RIGHT TO MODIFY ANY OF THE TERMS OF THE OFFERING AND THE INTERESTS DESCRIBED HEREIN AT ANY TIME PRIOR TO THE FINAL CLOSING OF THE SERIES. THE INFORMATION CONTAINED IN THIS MEMORANDUM HAS BEEN COMPILED FROM SOURCES BELIEVED TO BE RELIABLE AS OF THE DATE OF THIS MEMORANDUM AND NO REPRESENTATIONS ARE MADE AS TO THE ACCURACY OR COMPLETENESS THEREOF AND NONE OF THE INVESTMENT MANAGER, THE MANAGING MEMBER, THE COMPANY, THE SERIES OR ANY OF THEIR AFFILIATES OR THEIR RESPECTIVE PARTNERS, MANAGERS, MEMBERS, SHAREHOLDERS, EMPLOYEES, OR AGENTS ASSUME RESPONSIBILITY FOR SUCH INFORMATION. THE MANAGING MEMBER, THE COMPANY, THE SERIES, THE INVESTMENT MANAGER AND THEIR RESPECTIVE PARTNERS, MANAGERS, MEMBERS, SHAREHOLDERS, EMPLOYEES OR AFFILIATES ARE NOT UNDER ANY OBLIGATION TO UPDATE THIS MEMORANDUM. UNDER NO CIRCUMSTANCES SHOULD THE DELIVERY OF THIS MEMORANDUM IMPLY THAT THE INFORMATION CONTAINED HEREIN IS CORRECT AS OF ANY TIME SUBSEQUENT TO THE DATE OF THIS MEMORANDUM OR THAT THERE HAS BEEN NO CHANGE IN SUCH INFORMATION OR THE AFFAIRS OR PROSPECTS OF THE COMPANY OR THE SERIES SINCE SUCH DATE. INFORMATION CONTAINED HEREIN IS SUBJECT TO MODIFICATION, SUPPLEMENTATION AND AMENDMENT. THE SECURITIES OFFERED HEREBY MAY NOT BE SOLD NOR MAY OFFERS TO BUY BE ACCEPTED PRIOR TO THE DELIVERY OF A COPY OF THIS MEMORANDUM. THE INTERESTS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE COMMISSION (“SEC”) OR BY THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OF ANY OTHER JURISDICTION, NOR HAS THE SEC OR ANY SUCH SECURITIES REGULATORY AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF THIS MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. POTENTIAL INVESTORS SHOULD PAY PARTICULAR ATTENTION TO THE
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CONFIDENTIAL INFORMATION UNDER THE CAPTIONS “RISK FACTORS AND INVESTMENT CONSIDERATIONS” AS WELL AS “OTHER ACTIVITIES OF THE INVESTMENT MANAGER; POTENTIAL CONFLICTS OF INTEREST” IN THIS MEMORANDUM. AN INVESTMENT IN THE SERIES IS SUITABLE ONLY FOR SOPHISTICATED INVESTORS AND REQUIRES THE FINANCIAL ABILITY AND WILLINGNESS TO ACCEPT THE HIGH RISKS AND LACK OF LIQUIDITY INHERENT IN THE TYPE OF INVESTMENTS OFFERED BY THE SERIES. INVESTORS IN THE SERIES MUST BE PREPARED TO BEAR SUCH RISKS FOR AN INDEFINITE PERIOD OF TIME. NO ASSURANCE CAN BE GIVEN THAT THE SERIES’ INVESTMENT OBJECTIVES WILL BE ACHIEVED OR THAT INVESTORS WILL RECEIVE A RETURN OF THEIR CAPITAL. INVESTORS ARE URGED TO READ THIS MEMORANDUM CAREFULLY. THIS MEMORANDUM IS NOT ALL-INCLUSIVE AND DOES NOT CONTAIN ALL THE INFORMATION THAT INVESTORS MAY DESIRE IN INVESTIGATING THE SERIES. IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE SERIES AND THE TERMS OF THIS OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS MEMORANDUM AS LEGAL, TAX, INVESTMENT OR ACCOUNTING ADVICE, AND EACH PROSPECTIVE INVESTOR IS URGED TO CONSULT WITH ITS OWN ADVISORS WITH RESPECT TO THE LEGAL, TAX, REGULATORY, FINANCIAL AND ACCOUNTING CONSEQUENCES OF ITS INVESTMENT IN THE SERIES. EACH PROSPECTIVE INVESTOR IS INVITED TO MEET WITH REPRESENTATIVES OF THE MANAGING MEMBER, THE INVESTMENT MANAGER OR THE SERIES AND TO DISCUSS WITH, ASK QUESTIONS OF AND RECEIVE ANSWERS FROM SUCH REPRESENTATIVES CONCERNING THE TERMS AND CONDITIONS OF THIS OFFERING AND TO OBTAIN ANY ADDITIONAL INFORMATION NECESSARY TO VERIFY THE INFORMATION CONTAINED HEREIN, TO THE EXTENT THAT SUCH REPRESENTATIVES POSSESS SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR EXPENSE. THE DISTRIBUTION OF THIS MEMORANDUM AND THE OFFER AND SALE OF THE INTERESTS IN CERTAIN JURISDICTIONS MAY BE RESTRICTED BY LAW. THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY IN ANY STATE OR OTHER JURISDICTION TO ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION IN SUCH STATE OR JURISDICTION. IT IS THE RESPONSIBILITY OF ANY PERSONS WISHING TO SUBSCRIBE FOR INTERESTS TO MAKE THEMSELVES AWARE OF AND TO OBSERVE ALL APPLICABLE LAWS AND REGULATIONS OF ANY RELEVANT JURISDICTIONS. PROSPECTIVE INVESTORS SHOULD INFORM THEMSELVES AS TO THE LEGAL REQUIREMENTS AND TAX CONSEQUENCES WITHIN THE COUNTRIES OF THEIR CITIZENSHIP, RESIDENCE, DOMICILE AND PLACE OF BUSINESS WITH RESPECT TO
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CONFIDENTIAL THE ACQUISITION, HOLDING OR DISPOSAL OF INTERESTS AND ANY FOREIGN EXCHANGE RESTRICTIONS THAT MAY BE RELEVANT THERETO. THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER THE 1933 ACT, AND APPLICABLE STATE SECURITIES LAWS, PURSUANT TO REGISTRATION OR EXEMPTION THEREFROM AND PURSUANT TO THE LIMITED LIABILITY COMPANY AGREEMENT OF THE COMPANY. INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME. THE STATEMENTS CONTAINED IN THIS MEMORANDUM, OTHER THAN HISTORICAL INFORMATION, SHOULD BE CONSIDERED FORWARD-LOOKING STATEMENTS THAT ARE SUBJECT TO RISKS, UNCERTAINTIES OR ASSUMPTIONS AS SET FORTH HEREIN. SUCH FORWARD-LOOKING STATEMENTS HAVE BEEN PREPARED BASED UPON INFORMATION AVAILABLE AT THE TIME OF SUCH STATEMENTS. FORWARD-LOOKING STATEMENTS SPEAK ONLY AS OF THE DATE THEY ARE MADE, AND THE MANAGING MEMBER, THE INVESTMENT MANAGER AND THE COMPANY UNDERTAKE NO OBLIGATION TO UPDATE ANY OF THEM IN LIGHT OF NEW INFORMATION OR FUTURE EVENTS. UNDUE RELIANCE SHOULD NOT BE PLACED ON SUCH FORWARD-LOOKING STATEMENTS. FORWARDLOOKING STATEMENTS ARE NOT GUARANTEES OF PERFORMANCE. SPECIAL NOTICES THIS MEMORANDUM RELATES TO AN OFFERING OF SECURITIES IN AN OFFSHORE TRANSACTION TO PERSONS WHO ARE NOT U.S. PERSONS PURSUANT TO REGULATION S UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE “1933 ACT”). THE COMPANY RESERVES THE RIGHT, IN ITS SOLE DISCRETION, FOR ANY REASON WHATSOEVER AND WITHOUT NOTICE, TO INCREASE, MODIFY, CANCEL AND/OR WITHDRAW ALL OR A PORTION OF THE OFFERING AND/OR TO ACCEPT OR REJECT IN WHOLE OR IN PART ANY PROSPECTIVE INVESTMENT IN THE UNITS OR TO ALLOT TO ANY PROSPECTIVE INVESTOR LESS THAN THE AMOUNT OF UNITS SUCH INVESTOR DESIRES TO PURCHASE; THE COMPANY SHALL HAVE NO LIABILITY WHATSOEVER TO ANY POTENTIAL INVESTOR AND/OR SUBSCRIBER IN THE EVENT THAT ANY OF THE FOREGOING SHALL OCCUR. NO PERSON HAS BEEN AUTHORIZED IN CONNECTION WITH THE OFFER OR SALE OF THE INTERESTS TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATION NOT CONTAINED IN THIS MEMORANDUM AND, IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED UPON. PROSPECTIVE INVESTORS SHOULD NOT RELY UPON INFORMATION NOT CONTAINED IN THIS MEMORANDUM.
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CONFIDENTIAL PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS MEMORANDUM OR ANY PRIOR OR SUBSEQUENT COMMUNICATIONS FROM THE COMPANY, OR ANY SECURITIES PROFESSIONAL ASSOCIATED WITH THE OFFERING, AS LEGAL OR TAX ADVICE. THE OFFEREE AUTHORIZED TO RECEIVE THIS MEMORANDUM SHOULD CONSULT THEIR OWN COUNSEL, ACCOUNTANT OR BUSINESS ADVISOR, AS TO LEGAL, TAX AND RELATED MATTERS CONCERNING THEIR PURCHASE OF THE INTERESTS. ALL INFORMATION CONTAINED IN THIS MEMORANDUM IS CONFIDENTIAL AND PROPRIETARY TO THE COMPANY. THIS MEMORANDUM HAS BEEN PREPARED FOR INFORMATIONAL PURPOSES IN ORDER TO ASSIST PROSPECTIVE INVESTORS IN EVALUATING A POTENTIAL INVESTMENT IN THE COMPANY. BY ACCEPTING DELIVERY OF ANY OFFERING MATERIAL, THE OFFEREE AGREES (i) TO KEEP CONFIDENTIAL THE CONTENTS THEREOF AND NOT TO DISCLOSE THE SAME TO ANY THIRD PARTY OR OTHERWISE USE THE SAME FOR ANY PURPOSE OTHER THAN EVALUATION BY SUCH OFFEREE OF A POTENTIAL PURCHASE OF ANY INTERESTS. ANY DISTRIBUTION OF THIS MEMORANDUM TO ANY PERSON OTHER THAN THE OFFEREE SO NAMED (OR TO THOSE INDIVIDUALS RETAINED TO ADVISE THE OFFEREE WITH RESPECT THERETO) IS UNAUTHORIZED, AND ANY REPRODUCTION OF THIS MEMORANDUM IN WHOLE OR IN PART, OR THE DIVULGENCE OF ANY OF ITS CONTENTS, IS PROHIBITED. THIS MEMORANDUM IS NOT AN OFFER TO SELL OR A SOLICITATION TO PURCHASE SECURITIES IN ANY JURISDICTION IN WHICH SUCH AN OFFER OR SOLICITATION IS NOT AUTHORIZED AND DOES NOT CONSTITUTE AN OFFER WITHIN ANY STATE TO ANY PERSON TO WHOM SUCH AN OFFER WOULD BE UNLAWFUL. ELECTRONIC DELIVERY CONSENT IN ORDER TO HAVE RECEIVED THIS MEMORANDUM FROM AN ONLINE SOURCE, YOU MUST HAVE CONSENTED TO THE ELECTRONIC DELIVERY OF THIS MEMORANDUM AND OTHER OFFERING DOCUMENTS, AND YOU MUST HAVE VERIFIED YOUR STATUS AS A NON-U.S. PERSONS AS DEFINED IN RULE 902(K) UNDER THE 1933 ACT AND PURSUANT TO REGULATION S UNDER THE 1933 ACT. ADDITIONALLY, IF YOU HAVE ACCEPTED DELIVERY OF THIS MEMORANDUM VIA ELECTRONIC MEANS, YOU UNDERSTAND THAT ONCE WE PRESENT THE DOCUMENTS TO YOU AND, IF REQUIRED, YOU CLICK YES TO ACCEPT THEM, THE TERMS AND CONDITIONS CONTAINED IN THOSE DOCUMENTS WILL APPLY TO YOU AND YOU AGREE TO BE BOUND THEREBY. IF YOU DISAGREE WITH THE FORGOING STATEMENT PLEASE CLOSE THIS DOCUMENT NOW AND DELETE OR OTHERWISE REMOVE THIS MEMORANDUM FROM YOUR COMPUTER OR DEVICE.
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CONFIDENTIAL I.



EXECUTIVE SUMMARY



Overview H&H Co-Investment Partners, LLC (the “Company”) has been organized by Harris & Harris Group, Inc. (“HHVC”), an internally managed non-diversified closed-end management investment company that has elected to be treated as a business development company under the Investment Company Act of 1940 (the "Company Act"). The Company’s Limited Liability Company Agreement, as amended and/or superseded (the “LLC Agreement”) provides for the creation of multiple series. Each series will have different investment objectives. This confidential private placement memorandum (this “Memorandum”) is being provided on a confidential basis to prospective investors for the sole purpose of evaluating an investment in the H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J (the “Series”) which is currently offering class J-1 Interests (“Class J-1 Interests”) and class J-2 Interests (“Class J-2 Interests”). The terms and conditions of the Series are set forth in this Memorandum, the accompanying subscription agreement (the “Subscription Agreement”) and the investment management agreement by and among the Series, the Managing Member and the Investment Manager (the “Investment Management Agreement”) pertaining thereto. HHVC is presently the Managing Member of the Company and of the Series and the Investment Manager to the Series. The investment activities will be carried out by the executive officers of the Investment Manager, who are considered the investment committee (the “Team”). The Team has broad investment backgrounds, with prior experience at investment banks, unregistered investment funds and other financial services companies, and has collectively developed a broad network of contacts to provide the Company and the Series with its principal source of investment opportunities. Details regarding HHVC and the background and experience of the members of the Team may be found in the annual report on Form 10-K and definitive proxy materials on Schedule 14A filed by HHVC with the SEC and are specifically incorporated by reference herein. Targeted Investment The investment objective of the Series is to seek long-term capital gains, and to a lesser extent current income, from direct investment in the equity securities of D Wave Systems, Inc. (“D-Wave” or “D-Wave Systems”), including derivative instruments relating thereto, issued in D-Wave’s future rounds of financing. The Series may invest in such cash and cash equivalents as may be necessary or appropriate to acquire from time to time in furtherance of its investment objective. We currently expect to invest the vast majority to all of the Capital Commitments, less any applicable Placement Agents’ Fees and Management Fees, (the “Invested Capital”) into the Series I/J round of financing, the terms of which are discussed below in the section titled, “Fundraising History”. That said, if we are unable to secure an allocation large enough to facilitate investment of all of the Invested Capital into the Series I/J round of financing, the Investment Manager may elect to reserve and invest such capital in future rounds of financing of D-Wave Systems, if such rounds of financing occur.
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CONFIDENTIAL



Summary of D-Wave Systems, Inc. Founded in 1999, D-Wave Systems is the world’s first commercial quantum computing company. Its mission is to integrate new discoveries in physics, engineering, manufacturing, and computer science into breakthrough approaches to computation to help solve some of the world’s most challenging computing problems. Today, we believe D-Wave is the recognized leader in the development, fabrication, and integration of superconducting quantum computers. As the only commercial quantum computing company, its systems are being used by world-class organizations and institutions including Lockheed Martin, Google, NASA, and the University of Southern California. Los Alamos National Laboratory has signed a contract for an installation that expected to be completed in the second half of 2016. D-Wave has been granted over 125 US patents and has published over 80 scientific papers, many of which have appeared in leading science journals. D-Wave has been profiled in widespread media coverage including articles in the New York Times, Wired, The Economist, and Time magazine, where it was the cover story of the February 2014 issue. The company has approximately 150 employees including 45 Ph.D.s working out of its main office in Burnaby, British Columbia, Canada and its US offices in Palo Alto, California and Washington, DC. D-Wave has raised over CAD$200 million in capital from top-tier investors including Draper Fisher Jurvetson, Goldman Sachs, Bezos Expeditions, In-Q-Tel, Harris & Harris Group, BDC, GrowthWorks, Kensington Capital Partners, IIU, bcIMC, Fidelity Canada Fund, and PSP. D-Wave’s current customers include Lockheed-Martin, USC Information Sciences Institute, Google, NASA, Universities Space Research Association, and Los Alamos National Laboratory. Other customers access its quantum computers remotely via its emerging quantum cloud service. We believe D-Wave’s quantum computers have the potential to help solve some of the most complex technical, national defense, scientific, and commercial problems that organizations face. By partnering with visionary industry leaders, D-Wave aims to be the first to demonstrate and realize value from how quantum computing will make an indelible mark on the world. What is Quantum Computing? To speed computation, quantum computers tap directly into an unimaginably vast fabric of reality – the strange and counter-intuitive world of quantum mechanics. Rather than store information using bits represented by 0s or 1s as conventional computers do, quantum computers use quantum bits, or “qubits”, to encode information as 0s, 1s or both simultaneously. This “superposition” of states, along with the quantum effects of entanglement and quantum tunneling, enable quantum computers to consider and manipulate many combinations of bits simultaneously. The D-Wave 2X processor, with 1,000 qubits, can evaluate 21000 possible solutions at the same time.
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CONFIDENTIAL The D-Wave 2X system implements a quantum annealing algorithm, which solves problems by searching for the global minimum of a function. This is fundamentally different from the familiar framework of classical computing built on logical operations, but it is relevant in many high value problems such as minimizing error in a voice recognition system, controlling risk in a financial portfolio, or reducing energy loss in an electrical grid. While there are different ways in which users can submit problems to the system, at the level of the machine instruction of the quantum processor the system solves a Quadratic Unconstrained Binary Optimization Problem (QUBO), where binary variables are mapped to qubits and correlations between variables are mapped to couplings between qubits. The system of interacting qubits is evolved quantum mechanically via the annealing algorithm to find optimal or near-optimal solutions. Solving problems with the D-Wave 2X system can be thought of as trying to find the lowest point on a landscape of peaks and valleys. Every possible solution is mapped to coordinates on the landscape, and the altitude of the landscape is the “energy” or “cost” of the solution at that point. The aim is to find the lowest point or points on the map and read the coordinates, as this gives the lowest energy, or optimal solution to the problem. The special properties of quantum physics, such as quantum tunneling, allow the quantum computer to explore this landscape in ways that have never before been possible with classical systems. Quantum tunneling is like a layer of water that covers the entire landscape. As well as running over the surface, water can tunnel through the mountains as it looks for the lowest valley. The water is an analogy for the probability that a given solution will be returned. When the quantum computations occur, the ‘water’ (or probability) is pooled around the lowest valleys. The more water in a valley, the higher the probability of that solution being returned. A classical computer, on the other hand, is like a single traveler exploring the surface of a landscape one point at a time. The following chart illustrates the potential decrease in time to reaching a solution for complex problems with large numbers of variables.
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CONFIDENTIAL As an example of the potential for quantum computing to dramatically increase the speed of reaching solutions to complex problems, in December 2015, Google reported that their D- Wave 2X running quantum annealing was 100 million times faster than an Intel chip running either simulated annealing or quantum Monte Carlo on the same problem.



The D-Wave Quantum Computer The physical footprint of the system is approximately 10’ x 7’ x 10’ (L x W x H). It houses a sophisticated cryogenic refrigeration system, shielding and I/O systems that support a single thumbnail-sized quantum processor. Most of the physical volume of the current system is due to the size of the refrigeration system and to provide easy service access. The D-Wave quantum processor is built from a lattice of tiny loops of the metal niobium, each of which is one quantum bit, or qubit (shown on the next page, outlined in red). When niobium is cooled down below 9.2 Kelvin it becomes a superconductor and starts to exhibit quantum mechanical effects. In order for the quantum effects to play a role in computation, the quantum processor must operate in an extreme isolated environment. The refrigerator and many layers of shielding create an internal environment with a temperature close to absolute zero that is isolated from external magnetic fields, vibration, and external RF signals of any form. The D-Wave 2X processor operates at a temperature of 15 millikelvin, which is approximately 180 times colder than interstellar space. The adjoining cabinets contain the control subsystems and the front-end servers that provide connectivity to the system. The D-Wave 2X system can be deployed as part of a High Performance Computing (HPC) data center using standard interfaces and protocols.
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CONFIDENTIAL Unlike traditional supercomputers that generate massive amounts of heat and require huge amounts of power, the D-Wave system is based on superconducting electronics that do not dissipate heat and require little supply power. The D-Wave 2X consumes less than 25 kW of power, most of which is required for cooling and operating front-end servers. As more powerful quantum processors are released, this power requirement will remain low. D-Wave Product Milestones



D-Wave One



D-Wave Two



Validation of quantum annealing, first scalable quantum computer ever



Significantly outperformed general purpose optimization solvers



2010



D-Wave 2X Up to 600x faster than highly optimized and tuned classical solvers



2013



2015



Applications for Quantum Computing D-Wave’s quantum computing capabilities are best suited to determine solutions to complex problems that include large numbers of variables, the values of which are all dependent on the other variables in the data set. Examples of these types of problems occur frequently in optimization efforts, artificial intelligence (AI), machine learning and Monte Carlo simulations. These problems are prevalent in some of the largest and growing sectors of the global market including defense, intelligence, finance, energy and health care. Some examples of these problems are discussed below. Optimization Imagine you are building a house, and have a list of things you want to have in your house, but you can’t afford everything on your list because you are constrained by a budget. What you really want to work out is the combination of items which gives you the best value for your money.
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CONFIDENTIAL This is an example of an optimization problem, where you are trying to find the best combination of things given some constraints. Typically, these are very hard problems to solve because of the huge number of possible combinations. With just 270 on/off switches, there are more possible combinations than atoms in the universe. These types of optimization problems exist in many different domains - systems design, mission planning, airline scheduling, financial analysis, web search, cancer radiotherapy and many more. They are some of the most complex problems in the world, with potentially enormous benefits to businesses, people and science if optimal solutions can be readily computed. “We believe quantum computing may help solve some of the most challenging computer science problems, particularly in machine learning…We actually think quantum machine learning may provide the most creative problem-solving process under the known laws of physics.” Hartmut Neven, Director of Engineering, Google



“Using the D-Wave Two to perform Kepler’s data-intensive search for transiting planets among the more than 100,000 stars in the spacecraft’s field of view has the potential to provide a unique, complementary approach to the task of discovering new Earth-like exoplanets.” Quantum Computer Fact Sheet at NASA Ames



“This is a revolution not unlike the early days of computing, …It is a transformation in the way computers are thought about.”



Ray Johnson, Former Lockheed Chief Technology Officer



Machine Learning When you look at a photograph it is very easy for you to pick out the different objects in the image: Trees, Mountains, Velociraptors, etc. This task is almost effortless for humans, but is in fact a hugely difficult task for computers to achieve. This is because programmers don’t know how to define the essence of a ‘Tree’ in computer code. Machine learning is the most successful approach to solving this problem, by which programmers write algorithms that automatically learn to recognize the ‘essences’ of objects by detecting recurring patterns in huge amounts of data. Because of the amount of data involved in this process, and the immense number of potential combinations of data elements, this is a very computationally expensive optimization problem. As with other optimization problems, these can be mapped to the native ability of the D-Wave processor. Monte Carlo Simulations Many things in the world are uncertain, and governed by the rules of probability. Individuals have, in our heads, a model of how things will turn out in the future, and the better our model is, the better we are at predicting the future. Programmers can also build computer
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CONFIDENTIAL models to try and capture the statistics of reality. These tend to be very complicated, involving a huge number of variables. In order to check to see if a computer’s statistical model represents reality users need to be able to draw samples from it, and check that the statistics of our model match the statistics of real world data. Monte Carlo simulation, which relies on repeated random sampling to approximate the probability of certain outcomes, is an approach used in many industries such as finance, energy, manufacturing, engineering, oil & gas and the environment. For a complex model, with many different variables, this is a difficult task to do quickly. D-Wave’s quantum computers enable users to perform such simulations rapidly owing to the ability of quantum computers to examine all possible solutions to such simulations simultaneously rather than in sequence, or serially. Business Model D-Wave generates revenues from systems sales, upgrades, services (consulting and maintenance) as well as access to locally hosted quantum computers under its quantum cloud service. System sales and multi-year subscription contracts (3 to 5 years) provide ongoing revenue streams after systems are delivered and installed. The quantum cloud service will generate revenues through subscription and per-use fees, similar to other cloud computing resources such as Amazon Web Services, Salesforce.com and Microsoft Azure. We believe D-Wave’s business model enables the company to address the needs of a wide variety of types of customers and has the potential to enable almost ubiquitous access to its quantum computers. Historical Financial Performance D-Wave Systems, Inc. | Finanical Summary FY15 FY16 (Audited) (Unaudited) (US$M) Bookings



Feb 14-Jan 15



$



Feb 15-Jan 16



1.7



$



YOY Growth %



Revenue



$



5.9



$



YOY Growth %



Gross Margin



$



% of Revenue



5.2



$



88%



$



% of Revenue YOY Growth %



Adjusted EBITDA



8.3 41%



% of Revenue



Opex



32.4 1,806%



26.1



$



442%



$



6.5 78%



(17.5) $



28.3 341% 8%



(18.3)



(297%)



(220%)



Customer Systems



2



3



Ending Headcount



125



144



D-Wave operates on a February 1st to January 31st fiscal year. The financial information for the company’s 2015 fiscal year presented above is audited. The financial information for the company’s 2016 fiscal year presented above is unaudited.
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CONFIDENTIAL Management Team D-Wave’s management team is comprised of individuals with deep experience in business, science and technology. Vern Brownell – Chief Executive Officer Vern Brownell joined D-Wave as CEO in 2009, leading the company through its transition from research into the world’s first quantum computing company. During his tenure, D-Wave secured its first customers including Lockheed Martin, Google and NASA, and raised over $100 million in venture funding. Mr. Brownell joined D-Wave from Egenera, a pioneer of infrastructure virtualization, a company he founded and at which he held executive roles including CEO. Prior to Egenera, Mr. Brownell served as the Chief Technology Officer at Goldman Sachs where he and his staff of 1,300 were responsible for worldwide technology infrastructure. He holds an MBA degree from Anna Maria College and a BEng. degree in Electrical Engineering from Stevens Institute of Technology. Bo Ewald – Chief Revenue Officer and President, D-Wave Systems US Robert “Bo” Ewald leads the U.S. business as President and also heads up global customer operations for the company. Mr. Ewald brings a long history with other pioneering technology organizations to D-Wave. He was at visualization and HPC leader SGI twice, most recently as CEO, and had a number of roles at supercomputing leader Cray Research including President, COO and CTO. Mr. Ewald has participated on many industry and government panels and committees, including being appointed by the White House to the President’s Information Technology Advisory Council. Dan Cohrs – Chief Financial Officer Dan Cohrs is CFO at D-Wave, and brings an extensive and diverse background to the company, having served in senior positions in corporate strategy, development and finance at Marriott, Northwest Airlines, GTE, Global Crossing and most recently at Rentech, Inc. and Rentech Nitrogen Partners in Los Angeles. With experience at both start-ups and multinational corporations, Mr. Cohrs is an expert in global finance and planning, M&A, IPOs and investor relations. He has also served as a faculty member at Cornell University and Harvard University. Mr. Cohrs earned a B.S. degree in engineering from Michigan State University, and M.A. and Ph.D. degrees in economics, finance and public policy from Cornell University’s Johnson School of Management.
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CONFIDENTIAL Geordie Rose – Founder, Chief Technology Officer Geordie Rose is a founder and CTO of D-Wave. He is known as a leading advocate for quantum computing and physics-based processor design, and has been invited to speak on these topics in venues ranging from TED and TedX events to industry, scientific and executive conferences. Dr. Rose holds a PhD in theoretical physics from the University of British Columbia, specializing in quantum effects in materials. While at McMaster University, he graduated first in his class with a BEng. Degree in Engineering Physics, specializing in semiconductor engineering. Dr. Rose writes regularly on the blog Hack the Multiverse. Warren Wall – Chief Operating Officer Warren Wall joined D-Wave with 14 years’ experience in senior technology executive positions at Electronic Arts including Chief Operating Officer of its Canadian studio and VP Technology for World-wide Studios. During his career at D-Wave, Mr. Wall has managed all scientific research, processor development, chip fabrication, software development and engineering. His current focus is on key operational aspects including production, service and support, finance and administration. Mr. Wall holds a BSc. degree in Computer Science from the University of British Columbia. Tanya Rothe – General Counsel and Director of Intellectual Property Tanya Rothe holds a Bachelor of Applied Science in Chemical Engineering (Chemistry Honours) and a Bachelor of Law from the University of British Columbia. Following law school, Ms. Rothe was selected to clerk for Madam Justice McLachlin of the Supreme Court of Canada (now Chief Justice of Canada), and subsequently worked as an associate at Bull, Housser & Tupper, where she specialized in engineering and complex commercial litigation. Prior to joining D-Wave, Ms. Rothe worked as Intellectual Property Counsel at Ballard Power Systems, where she was responsible for managing a significant portion of Ballard’s intellectual property portfolio. Ms. Rothe is licensed to practice law in both California and British Columbia and is a registered patent and trade-mark agent. Competitors We believe that D-Wave enjoys a healthy lead over all competitors. IBM, BBN, and Google are developing gate model quantum computers. Microsoft is developing topological quantum computers. Google & IARPA are developing quantum annealers similar to its machine. We believe that none of these potential competitors will have a product at D-Wave’s current scale for a substantial period of time. Additionally, we believe that D-Wave owns a substantial portion of the world’s patents on superconducting quantum computing, so we believe that several competitors are eventually likely to require a license to its intellectual property.
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CONFIDENTIAL Fundraising History



Financing Round



Amount Raised (CAD$)



Price Per Share (CAD$)



Effective Fully Diluted Post-Money Valuation (CAD$)



Series A



$14.1 million



$0.86



$56 million



Series B



$14.8 million



$1.00



$80 million



Series C/D*



$28.5 million



$1.11



$117 million



Series I E/F*



$17.6 million



$1.17



$141 million



Series II E/F*



$34.3 million



$1.30



$191 million



Series G/H*



$61.8 million



$2.17



$381 million



Series I/J*



$27.4 million



$3.40



$624 million



$6.2 million



$1.11



Class A Common Warrant and Option Exercises Total



$204.7 million



*D-Wave actively maintains its status as a Canadian majority-owned company by issuing nonvoting shares in each round of financing to non-Canadian investors. The only difference between and among series issued in the same financing round is that some series is or was issued with voting rights to Canadian investors and the other is or was issued without voting rights to nonCanadian investors. We currently expect to invest the vast majority of all of the Capital Commitments, less any applicable Placement Agents’ Fees and Management Fees, (the “Invested Capital”) into the Series I/J round of financing at the same price per share as the initial close of this round of financing that occurred on March 31, 2016. That said, if we are unable to secure an allocation large enough to facilitate investment of all of the Invested Capital into the Series I/J round of financing, the Investment Manager may elect to reserve and invest such capital in future rounds of financing of D-Wave Systems, if such rounds of financing occur.
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CONFIDENTIAL II.



SUMMARY OF PRINCIPAL TERMS



The following is a summary of the principal terms of the Series and is qualified in its entirety by reference to the LLC Agreement, the Investment Management Agreement and the Subscription Agreement pertaining to the Series (collectively, the “Governing Documents”). To the extent the terms herein are inconsistent with or contrary to the terms of the Governing Documents, the Governing Documents shall control. Capitalized terms used herein but not defined herein shall have the meanings assigned to them in the LLC Agreement. The Company



H&H Co-Investment Partners, LLC is a Delaware limited liability company (the “Company”). The Company will consist of separate Series, subject at all times to all the terms and conditions of the LLC Agreement and the separate agreement establishing such Series (the “Separate Series Agreement”).



The Series; Classes of Interests in the Series



The Series is currently offering class J-1 Interests ("Class J-1 Interests") and class J-2 Interests ("Class J-2 Interests") in H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J (the “Series”). Upon admission to the Series, a Member which is verified as a holder of the outstanding common stock of the Investment Manager shall be eligible to subscribe for a Class J-1 Interest and shall be designated by the Managing Member as a Class J-1 Member. Upon admission to the Series, a Member which is not a holder of the outstanding common stock of the Investment Manager shall be eligible to subscribe for a Class J-2 Interest and shall be designated by the Managing Member as a Class J-2 Member. The terms of the Class J-1 Interests and Class J-2 Interests are identical, except as otherwise expressly provided in the Separate Series Agreement of the Series. The Series, in the Managing Member’s sole discretion, may establish additional classes of Interests (each class of Interests of the Series, a “Class of Interests”) that provide for different or additional terms than those of the Class J-1 Interests and Class J-2 Interests described in this Memorandum.



Investment Strategy



The investment objective of the Series is to seek long-term capital gains, and to a lesser extent, current income, from direct investment in the equity securities of D-Wave Systems, Inc., including derivative instruments relating thereto, issued in DWave’s future rounds of financing. The Series may invest in such cash and cash equivalents as may be necessary or appropriate to acquire from time to time in furtherance of its investment objective.



Managing Member of the



Harris & Harris Group, Inc. (in such capacity, the “Managing
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CONFIDENTIAL Company and the Series



Member”)



Investment Manager for the Series



Harris & Harris Group, Inc. (in such capacity, the “Investment Manager”)



Aggregate Offering Size



The Series is seeking aggregate capital commitments (“Capital Commitments”) of a minimum of $500,000 (the “Minimum Offering Amount”) and up to $15 million (the “Maximum Offering Amount”).



Minimum Capital Commitment



$25,000, provided, that the Managing Member may waive or reduce such minimum in its sole discretion.



Closings



The initial closing for the Series will occur as soon as practicable after the Company has received the Minimum Offering Amount with respect to the Series in aggregate. The Managing Member may hold one or more closings (“Closings”) with respect to the Series at such times as the Managing Member determines in its sole discretion; provided, that the Series may not have greater than 99 beneficial owners in the aggregate.



Commitment Period



Capital Commitments, with respect to the Series, may be drawn down to make investments during the commitment period (the “Commitment Period”). The Commitment Period commences on the date of the initial closing of the Series and ends twelve (12) months thereafter, in accordance with the Separate Series Agreement.



Capital Calls



Each Member will make Capital Contributions to the Series as needed, including for the purposes of paying Company Expenses and fees of the Series. Capital will be called by the Managing Member on a pro rata basis, as-needed, in accordance with the terms of delivery as set forth in the Subscription Agreement.



Subsequent Closings



The Managing Member may in its sole discretion admit one or more Additional Members as Members of the Series in accordance with the terms of the LLC Agreement and the Subscription Agreement, upon satisfaction of the following conditions: (1) each such Additional Member will execute the LLC Agreement, the Separate Series Agreement, the Subscription Agreement and such other documents as determined by the Managing Member; (2) the Company and the Series will not be required to register as an investment company under the Company Act as a result of the admission of such Additional Member; and (3) the Additional Member will agree to make the following Capital Contributions, or payments on the date it is admitted to the Series or such other date as the Managing Member may determine in its sole discretion: (x) a Capital Contribution in an aggregate
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CONFIDENTIAL amount that the Additional Member would have been required to contribute to the Series from the initial closing of the Series through the date of the subsequent closing if it had been admitted to the Series as a Member on such initial closing date; and (y) an interest charge on the amounts described in clause (x) computed from the dates on which each such Capital Contribution was due to the applicable dates of the subsequent closings. Carried Interest Percentage



The Carried Interest Percentage (as defined below) with respect to Class J-1 Interests and Class J-2 Interests will be 20.0%.



Distributions



The Series will make distributions of Available Funds to Members of the Series at such times and in such amounts as the Managing Member may determine in its sole discretion. Each distribution of Available Funds with respect to an Investment will be apportioned among the Managing Member and the Members of the Series which have made Capital Contributions with respect to such Investment, as follows: (i) First, 100% to the Members of such Series on a pro rata basis in accordance with each Member’s respective Capital Contribution made to such Investment (the “Invested Amount”), until each Member has received, in the aggregate, an amount equal to such Member’s Invested Amount; and (ii) Second, (A) the Carried Interest Percentage to the Managing Member, and (B) 80% to the Members of such Series on a pro rata basis in accordance with each Member’s Invested Amount. The "Carried Interest Percentage" shall equal 20.0%.



Distributions In-Kind



Prior to the dissolution and winding up of the Series, the Managing Member may distribute Marketable Securities as distributions in kind. Upon dissolution and winding up of the Series, the Managing Member may also distribute any other property constituting all or any portion of an Investment at such time and in such amounts as are determined in the sole discretion of the Managing Member.



Management Fee



The Series shall pay to the Investment Manager a fee for investment management services (the "Management Fee") equal to the Management Fee Rate multiplied by the aggregate amount of the Capital Commitments of all Members of the Series. There will be no Management Fee Rate with respect to Class J-1
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CONFIDENTIAL Interests. The Management Fee Rate with respect to Class J-2 Interests will be equal to 1% per annum for the two years from the date of the First Closing and 0% for each additional year. The maximum total Management Fee (i.e., 2% of Class J-2 Capital Commitments) will be collected from the Capital Commitments from each Class J-2 Investor at each Closing and held in an account designated by the Investment Manager. The Investment Manager will collect from this account the Management Fee quarterly in advance without approval from or notice to each Investor. The Investment Manager, in its sole discretion, may elect to reduce or waive the Management Fee with respect to any Member, including, without limitation, affiliates or employees of the Managing Member or the Investment Manager, members of the immediate families of such persons and trusts (including trusts and other entities for such persons' benefit) or other entities for their benefit. For the avoidance of doubt, For the avoidance of doubt, no Management Fee shall be payable with respect to Capital Contributions made by the Managing Member, Investment Manager or their Affiliates. Manager Expenses



Neither the Company nor any Series will be responsible for the payment or reimbursement of the Manager Expenses of the Managing Member and the Investment Manager. As used herein, the term “Manager Expenses” means general office overhead expenses of the Managing Member and Investment Manager, including rent, utilities, telecommunications, office furniture, equipment and salaries, bonuses and employee benefit expenses of employees of the Investment Manager, including costs incurred to provide office space, salaries, bonuses or other compensation to the Managing Member’s or Investment Manager’s personnel. In furtherance of the foregoing, the Managing Member will cause the Series Investment Management Agreement to include such provisions as may be reasonably necessary and appropriate to implement the allocation of Manager Expenses consistent with this paragraph.



Company Expenses; Series The Company will be responsible for and pay all Company Expenses, and the Series will be responsible for and pay its Series Expenses Expenses. As used herein, the term “Company Expenses” means all expenses or obligations of the Company or otherwise incurred by the Managing Member or the Investment Manager on behalf of the Company in connection with the LLC Agreement (including
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CONFIDENTIAL without limitation the Company’s pro rata share of the expenses of the Investments in which it invests) as determined in the reasonable discretion of the Managing Member, other than any expense that would be considered a Manager Expense. The Series will bear its own reasonable costs and expenses related to the Series’ operations, all expenses reasonably and properly incurred in connection with the Series’ operations, and its pro rata share of Company Expenses (collectively, “Series Expenses”), including without limitation all investment related expenses, expenses of professionals retained by the Managing Member or Investment Manager to perform services on behalf of the Series; Management Fees; Organizational Expenses; legal expenses incurred by the Series and the Managing Member on behalf of the Company (including the Series’ pro rata share of the Company’s pro rata portion of any legal expenses incurred by the Investment Manager on behalf of multiple vehicles which it advises); its pro rata share of expenses incurred by the Company on behalf of the Company as a whole; accounting, auditing, administration, and tax preparation fees and expenses relating to the Series; borrowing charges on Securities sold short; interest on borrowings; entity-level taxes; brokerage commissions; custodial fees; bank service fees; withholding and transfer fees; clearing and settlement charges; professional fees relating to Investments; insurance related expenses of the Series; reasonable expenses related to the purchase, sale, or transmittal of Series assets as are determined by the Investment Manager in accordance with the Series Investment Management Agreement; reasonably and properly incurred expenses related to the Investment Manager’s research and monitoring of the Investments in which the Company invests or considers for investment, including the cost of Investments such as due diligence-related travel, the costs of background checks on personnel of Investments, the cost of any operational or legal due diligence conducted on personnel of Investments and the cost of third parties that provide risk and other analytics utilized by the Investment Manager to monitor the Company’s and the Series’ portfolio of Investments; reasonably and properly incurred extraordinary expenses such as litigation costs and indemnification obligations; and all other expenses reasonably and properly incurred that the Investment Manager has not expressly agreed to pay or otherwise be responsible for under the Series Investment Management Agreement. The Series will also bear its own reasonable non-transactional-related costs and expenses, including corporate licensing fees, the Management Fees, organizational expenses and extraordinary expenses. To the extent that expenses are incurred by the Company on behalf of
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CONFIDENTIAL one or more Series, the Managing Member in its reasonable discretion may allocate such expenses to the Series to which they relate. To the extent that expenses of the Company are paid by the Managing Member or the Investment Manager, the Company will reimburse the Managing Member or Investment Manager, as applicable, for such expenses. The Managing Member will cause the Series Investment Management Agreement to include such provisions as may be reasonably necessary and appropriate to implement the allocation of Company Expenses and Series Expenses consistent with this paragraph. To the extent that any of the foregoing expenses are incurred on behalf of more than one account advised by the Investment Manager, the Company, and accordingly each Series, will only bear its pro rata portion of such expenses based on the relative Net Asset Value of the Company, the Series Net Asset Value and the net asset value of such other accounts. The Company will collect such Company Expenses and Series Expenses solely from net gains on invested capital from Series, as applicable. The Class J-1 Interests shall not be responsible for payment of Company Expenses and Series Expenses. Alternative Investment Vehicles



To accommodate the legal, tax or regulatory concerns of certain Members, the Managing Member may, in its good faith judgment: (i) structure the Investment to consist of two or more different types of instruments, to be specially allocated on a segregated basis between the affected category of Members and all other Members of such Series; (2) hold the Investment through two or more different investment vehicles, with the interests therein to be specially allocated on a segregated basis between the affected category of Members and all other Members of such Series; (3) hold a portion of the Investment through an Alternative Investment Vehicle, the beneficial owners of which are comprised of the affected category of Members of such Series; or (4) take any other comparable measures reasonably calculated to permit a Series to take advantage of the opportunity presented by the proposed Investment in a manner that reasonably accommodates the varying regulatory or fiscal circumstances applicable to different categories of Members of such Series.



Default Provisions



Upon any Event of Default by a Member arising from such Member’s failure to pay all or any portion of a required Capital Contribution, such Defaulting Member will be charged interest on the amount owed to the Company (the “Default Amount”) at an annualized rate of up to twenty percent (20%) (as determined by the Investment Manager in its sole discretion) until the Default
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CONFIDENTIAL Amount and the interest thereon is paid in full. Such interest will be paid by the Member to the Company for the benefit of the Series of which the Member is a Member. Indemnification and Exculpation



None of the Managing Member or its Affiliates, the Investment Manager or their respective Affiliates, or any current or former member of an Advisory Board, including a Member’s representative to the Advisory Board (each, an “Advisory Board Member”), or any partner, member, officer, director, shareholder, trustee, employee, agent or legal representative of, or adviser to, the Managing Member, the Investment Manager or any of their Affiliates (each, a “Covered Person”) will be liable to the Company or any Series for (i) mistakes of judgment or for action or inaction (including any act, omission or alleged act or omission constituting or alleged to constitute negligence) that such person reasonably believed to be in the best interests of the Company or the applicable Series absent such Covered Person’s gross negligence, knowing and willful misconduct, or actual fraud (and with respect to an Advisory Board Member, such Person’s fraud or knowing and willful misconduct) as determined in a final, nonappealable judicial determination, or (ii) for losses or expenses due to such mistakes of judgment, action or inaction or due to the negligence, dishonesty or bad faith of any broker or other agent of the Company or such Series who is not an affiliate of such Covered Person, provided that such broker or agent was selected, engaged or retained without gross negligence, willful misconduct, or actual fraud (and with respect to an Advisory Board Member, such Person’s fraud or knowing and willful misconduct). A Covered Person may consult with counsel, accountants, investment bankers, financial advisers, appraisers and/or other consultants in respect of the affairs of the Company or any Series and be fully protected and justified in any action or inaction which is taken in accordance with the advice or opinion of such counsel, accountants, investment bankers, financial advisers, appraisers and/or consultants, provided that they will have been selected with reasonable care. Nothing in the immediately preceding paragraph will be construed so as to provide for the exculpation of a Covered Person for any liability (including liability under federal securities laws which, under certain circumstances, impose liability even on Persons that act in good faith), to the extent (but only to the extent) that such liability may not be waived, modified or limited under applicable law, but will be construed so as to effectuate the provisions of the LLC Agreement to the fullest extent permitted
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CONFIDENTIAL by law. Except as may be prohibited by applicable law, the Company or the Series (as applicable) will indemnify and hold harmless the Covered Persons from and against any and all liabilities arising from the Company or the Series, or related or incidental to any and all claims, demands, actions, suits or proceedings, civil, criminal, administrative or investigative, in which such Covered Person may be involved, or threatened to be involved, as a party or otherwise, and arising out of or related to the initial offering of Interests in the Series, any other offering of Interests in the Series, or the business, operation, administration or termination of the Company or the Series, including, without limitation, liabilities under federal or state securities laws (and regardless of whether such Covered Person continues to be the Managing Member, Investment Manager, any Affiliate, or a partner, member, officer, director, shareholder, trustee, employee or agent of, or adviser to, the Managing Member, Investment Manager or any of their Affiliates at the time any such liabilities are paid or incurred), if such Covered Person acted in good faith and in a manner it believed to be in, or not opposed to, the interests of the Company or the Series, and, with respect to any criminal proceeding, did not in good faith believe its conduct was unlawful; provided, however, that such Covered Person will not be indemnified against any such liabilities, (and the Covered Person will repay all amounts previously advanced by the Company or the Series pursuant to and in accordance with the LLC Agreement) that were caused by such Covered Person’s gross negligence, knowing and willful misconduct or actual fraud (and with respect to an Advisory Board Member, such Person’s fraud or knowing and willful misconduct), unless the court in which such proceeding was brought determines the Covered Person is fairly and reasonably entitled to indemnity in which case such indemnification will be provided only to the extent permitted by such court. The Series will, in the sole discretion of the Managing Member, advance to any Covered Person reasonable attorney’s fees and other costs and expenses in connection with the defense of any proceeding that arises out of such conduct. Notwithstanding the foregoing, to the extent that a Covered Person has been successful on the merits or otherwise in defense of any action, suit or proceeding referred to in this paragraph, or in connection with any appeal therein, or in defense of any claim, issue or matter therein, the Company or the Series (as applicable) will indemnify such Covered Person against the expenses, including, without limitation, attorneys’ and accountants’ fees and



H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J



Page 19



CONFIDENTIAL expenses, incurred by such Covered Person in connection therewith. The termination of any pending or threatened action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, will not, in and of itself, create a presumption or otherwise constitute evidence that the Covered Person did not satisfy standards for indemnification set forth in this paragraph. Any liabilities incurred by a Covered Person that are related to one or more specific Series will be borne by such Series and not borne by any Series to which the liabilities do not relate. Co-Investments



The Managing Member may offer co-investment opportunities to certain Members and other Persons in accordance with terms set forth in the LLC Agreement.



Suitability Requirements



To persons who are Non-U.S. persons as defined in Rule 902(k) under the Act and pursuant to Regulation S under the Act. Interests may not be purchased by any U.S Persons (See in Rule 902(k) under the Act.)



Reports



The Company will prepare and deliver (i) to the extent that the Managing Member requests that the Company’s accountants prepare audited financial reports, audited financial reports of the Company and/or Series and (ii) quarterly statements of each Member’s Capital Account.



Transfers and Withdrawals



An investment in the Series is illiquid. Without the prior written consent of the Managing Member, which may be withheld in the Managing Member’s sole discretion, a Member generally may not directly, indirectly or synthetically transfer, pledge, assign, hypothecate, sell, convey, exchange, reference under a derivatives contract or any other arrangement or otherwise dispose of or encumber all or any portion of its interest in the Series to any other person (each, a “Transfer”), except by operation of law; provided, however, that such Transfer does not cause the Series to have more than 100 Members, as determined by the Managing Member under U.S. Treasury Regulations Section 1.7704-1(h). Any attempted Transfer not made in accordance with the foregoing, to the fullest extent permitted by applicable law, will be null and void ab initio. No transferee of an Interest will be admitted as a Member unless all of the conditions set forth in the LLC Agreement have been satisfied. In certain circumstances, the Managing Member may require a Member to withdraw from the Company if the Managing Member
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CONFIDENTIAL determines, in its sole discretion, that the continued participation of such Member in the Company would adversely affect the Company, the Series, the Managing Member, or the Investment Manager. Tax Matters



The Company and the Series intend to operate as partnerships and not as associations or publicly traded partnerships taxable as corporations for Federal tax purposes. Accordingly, neither the Company nor the Series generally should not be subject to Federal income tax, and each Member of the Series will be required to report on its own annual tax return such Member's distributive share of the Series' taxable income or loss. (See "Tax Aspects.")



ERISA



Entities subject to the U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”), may purchase Interests. Investment in Interests by entities subject to ERISA requires special consideration. Trustees or administrators of such entities are urged to carefully review the matters discussed in this Memorandum. In particular, a Series may utilize leverage in connection with its trading activities and may engage in certain other activities, which could give rise to “unrelated business taxable income”. The Company does not intend to permit investments by Benefit Plan Investors to equal or exceed 25% (or such greater percentage as may be specified in regulations promulgated by the DOL) of the value of any class of equity interests in the Company with respect to a particular Series. (See “ERISA Considerations”.)



Risk Factors



Investment in the Company involves significant risk and is suitable only for experienced and sophisticated investors who can bear the economic risk of the loss of some or all of their investment. There can be no assurances that the Series will achieve its investment objective. Further, because of the limitation on the rights of a Member to withdraw from the Series or the fact that there will be no secondary or other market for Interests, an investment in the Series is illiquid. For a further discussion of risks and certain potential conflicts of interest, prospective investors should carefully review “Section V. Risk Factors and Investment Considerations.” Prospective investors should obtain the advice of their own legal, accounting, tax and other advisers in reviewing the Memorandum, LLC Agreement, Subscription Agreement and other operative documents before deciding to invest in the Series.
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CONFIDENTIAL Prospective investors should obtain the advice of their own legal, accounting, tax and other advisers in reviewing the Memorandum, LLC Agreement, Subscription Agreement and other operative documents before deciding to invest in the Series. Legal Counsel to the Company, the Series and the Managing Member



Schulte Roth & Zabel LLP serves as U.S. legal counsel to the Series, the Company, the Managing Member and the Investment



Accountants



PricewaterhouseCoopers LLP



Escrow Agent



Wilmington Trust, N.A.



Placement Agents



Manager (See “Legal Counsel”.)



(i)



(ii)



The Investment Manager and the Company have entered into agreements with ("TriPoint" and, together with any other placement agents, “Placement Agents”) that provide for a cash commission from the Investment Manager based upon the aggregate purchase price of Interests sold in this Offering and ongoing payments based on the Carried Interest distributions received by the Investment Manager as follows: a cash commission of up to eight percent (8%) of the aggregate purchase price of Class J-2 Interests of the Series (“Class J-2 Interests Placement Agents’ Fee”) and assignment of six and two fifths percent (6.4%) of its carried interest related to Class J2 Interests. a cash commission of up to two percent (2%) of the aggregate purchase price of Class J-1 Interests of the Series (“Class J-1 Interests Placement Agents’ Fee”, together with Class J-2 Interests Placement Agents’ Fee, the “Placement Agents’ Fee”) and no assignment of carried interest related to Class J-1 Interests.



TriPoint, through selected dealers, may compensate other brokerdealers who are members of the Financial Industry Regulatory Authority (“FINRA”) in amounts up the amounts to be paid to TriPoint. In the future, the Investment Manager and the Company may enter into additional agreements with Placement Agents providing for one-time or ongoing payments from the Investment Manager, its affiliates or the Company based upon the amount of a Member’s capital contributions or on some other basis.
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CONFIDENTIAL Neither the Company nor any Members will bear any of the fees paid to Placement Agents of the Partnership, although the Partnership may be required to indemnify such Placement Agents.
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CONFIDENTIAL III.



MANAGEMENT OF THE COMPANY AND SERIES A. THE MANAGING MEMBER



The Managing Member of the Company and the Series is Harris & Harris Group, Inc., a New York corporation that will be responsible for managing the business and activities of the Company and the Series. B. THE INVESTMENT MANAGER Harris & Harris Group, Inc. is also the Investment Manager of the Series and is responsible for analyzing investment opportunities, conducting research and performing due diligence on potential investments, negotiating and structuring the Series’ investments, originating prospective investments and monitoring the investments and portfolio companies of the Series on an ongoing basis. The Investment Manager is an internally managed non-diversified closed-end management investment company that has elected to be treated as a business development company under the Company Act. Members of the senior investment team of the Investment Manager include Douglas W. Jamison and Daniel B. Wolfe, who comprise the Investment Manager’s investment committee. Each member of the investment committee has several years of experience financing and investing in emerging growth companies. The investment committee has a proven ability to identify attractive investment opportunities, conduct diligence on and value prospective investments, negotiate terms, secure collateral against loans and manage and monitor a diversified portfolio of investments. Members of the investment committee have broad investment backgrounds, with prior experience at investment banks, unregistered investment funds and other financial services companies, and have collectively developed a broad network of contacts to provide the Company with its principal source of investment opportunities.
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CONFIDENTIAL IV.



RISK FACTORS AND INVESTMENT CONSIDERATIONS



Investments in the Series involve a high degree of risk. There can be no assurance that the Series’ investment objectives will be achieved, or that a Member will receive a return of its capital. In addition, there will be occasions when the Investment Manager, the Managing Member and their affiliates may encounter potential conflicts of interest in connection with the Series. The following considerations should be carefully evaluated before making an investment in the Series. A.



Risks Relating to Private Investment Funds Generally



Legal and Regulatory Environment for Private Investment Funds and their Managers. The legal, tax and regulatory environment worldwide for private investment funds (such as the Series) and their managers is evolving. Changes in the regulation of private investment funds, their managers, and their trading and investing activities may have a material adverse effect on the ability of the Series to pursue its investment program and the value of investments held by the Series. There has been an increase in scrutiny of the private investment fund industry by governmental agencies and self-regulatory organizations. New laws and regulations or actions taken by regulators that restrict the ability of the Series to pursue its investment program or employ brokers and other counterparties could have a material adverse effect on the Series and the Member’s investments therein. In addition, the Investment Manager may, in its sole discretion, cause the Series or the Company to be subject to certain laws and regulations if it believes that an investment or business activity is in the Series’ interest, even if such laws and regulations may have a detrimental effect on one or more Members. Dodd-Frank Act. The U.S. Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) was enacted in July 2010. The Dodd-Frank Act has resulted in extensive rulemaking and regulatory changes that affect private fund managers, the funds that they manage and the financial industry as a whole. Under the Dodd-Frank Act, the CFTC and the SEC have mandated (and will mandate) new recordkeeping, reporting, central clearing and mandatory trading on electronic facilities requirements for investment advisers, which add costs to the legal, operational and compliance obligations of the Investment Manager and the Series and increase the amount of time that the Investment Manager spends on non-investment-related activities. The Dodd-Frank Act affects a broad range of market participants with whom the Series and the Company interacts or may interact, including banks, non-bank financial institutions, rating agencies, mortgage brokers, credit unions, insurance companies, payday lenders and broker dealers, and may change the way in which the Investment Manager conducts business with its counterparties. It may take years to understand the impact of the Dodd-Frank Act on the financial industry as a whole, and therefore, the continued uncertainty may make markets more volatile and make it difficult for the Investment Manager to execute the investment strategy of the Series.
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CONFIDENTIAL Registration Exemption. The Company is conducting a separate private offering which is exempt from the registration requirements of the 1933 Act pursuant to Section 4(a)(2) of the 1933 Act and Rule 506(c) of Regulation D promulgated thereunder (the "Regulation D Offering"). If the Company fails to comply with the requirements of Rule 506(c), including but not limited to the verification of each purchaser’s status as an accredited investor, the Company could lose its ability to rely on the exemption from registration that the rule provides. As a result, the Company could become subject to claims for rescission by purchasers. Additionally, the loss of the Company's ability to rely on the Rule 506(c) exemption from registration may result in violations of the 1933 Act, which may, as a result, impede the Company's ability to raise capital in future offerings and/or result in the imposition of fines or penalties against the Company from the SEC and/or state securities regulators. If the Company loses the ability to rely on the exemption from registration provided by Rule 506(c), it could have a material adverse effect on the Company, the Company's future prospects and the value of the Interests. Transfer Restriction under Regulation S. This offering is made outside the United States and may not be made to any “U.S. person” as defined in Rule 902(k) under the 1933 Act (a “Non-U.S. Person”). The Company may not register any transfer of the Interests not made in accordance with Regulation S, pursuant to registration under the 1933 Act, or pursuant to an available exemption to registration; provided, however, that if the Securities are in bearer form or foreign law prevents the Company from refusing to register the Interests transfers, other reasonable procedures are implemented to prevent any transfer of the Securities not made in accordance with the provisions of Regulation S. Systemic Risk. Systemic risk is the risk of broad financial system stress or collapse triggered by the default of one or more financial institutions, which results in a series of defaults by other interdependent financial institutions. Financial intermediaries, such as clearing houses, banks, securities firms and exchanges with which the Series interacts, as well as the Company, are all subject to systemic risk. A systemic failure could have material adverse consequences on the Series and on the markets for the securities in which the Series seeks to invest. Assumption of Business, Terrorism and Catastrophe Risks. The Series may be subject to the risk of loss arising from exposure that it may incur, indirectly, due to the occurrence of various events, including, without limitation, hurricanes, earthquakes, and other natural disasters, terrorism and other catastrophic events. These risks of loss can be substantial and could have a material adverse effect on the Series and the Series’ investments therein. B.



Risks Relating to Management



No Operating History. The Series and the Company are newly formed entities and do not have any operating history upon which prospective Members can evaluate their anticipated performance. The investment professionals of the Investment Manager have been using investment strategies similar to some of the investment strategies described herein in other private investment funds for several years. However, there can be no assurance that the Series or the Investment Manager will achieve results comparable to those that the investment professionals have achieved in the past.
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The Investment Manager’s First Private Fund. The Series is the first private investment fund of the Investment Manager. Although the Investment Manager is itself an internally managed non-diversified closed-end management investment company that has elected to be treated as a business development company under the Company Act, the Series is the first external private investment fund for which the Investment Manager will act in an investment advisory role. There can be no assurance that the Investment Manager will be successful in advising the Series or achieve its investment goals for the Series. Reliance on Personnel. The success of the Company and each Series depends upon diligence, skill and network of business contacts of the Investment Manager’s investment team. The Investment Manager’s team of investment professionals will evaluate, negotiate, structure, close and monitor the Series’ investments in accordance with the terms of the LLC Agreement and the Separate Series Agreement with respect to such Series. There can be no assurance that the investment and other professionals upon which the Investment Manager relies will continue to be associated with the Investment Manager throughout the life of the Series. The Series will depend on the experience, diligence, skill and network of business contacts of the Investment Manager’s investment committee. The Series’ future success will depend to a significant extent on the continued service and coordination of the Investment Manager’s team of investment professionals. If the Investment Manager’s team of investment professionals does not maintain their existing relationships with sources of investment opportunities and does not develop new relationships with other sources of investment opportunities available to the Series, the Series may not be able to grow the Series’ investment portfolio. In addition, individuals with whom the Investment Manager’s team of investment professionals has relationships are not obligated to provide the Series with investment opportunities. Therefore, the Investment Manager, the Managing Member and the Series can offer no assurance that such relationships will generate investment opportunities for the Company. Furthermore, the Investment Manager, the Managing Member and the Series cannot assure the Members that the Investment Manager will remain the Series’ investment adviser or that the Series will continue to have access to its investment professionals or its information and deal flow. Investment and Due Diligence Process. Before making investments, the Investment Manager will conduct due diligence that it deems reasonable and appropriate based on the facts and circumstances applicable to each investment. When conducting due diligence, the Investment Manager may be required to evaluate important and complex business, financial, tax, accounting and legal issues. When conducting due diligence and making an assessment regarding an investment, the Investment Manager will rely on the resources reasonably available to it, which in some circumstances, whether or not known to the Investment Manager at the time, may not be sufficient, accurate, complete or reliable. Due diligence may not reveal or highlight matters that could have a material adverse effect on the value of an investment. Increased Regulatory Oversight. Increased regulation and regulatory oversight of private investment funds and their managers may impose administrative burdens on the Investment Manager, including, without limitation, responding to examinations and other regulatory inquiries and implementing policies and procedures. Such administrative burdens
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CONFIDENTIAL may divert the Investment Manager’s time, attention and resources from portfolio management activities to responding to inquiries, examinations and enforcement actions (or threats thereof). Regulatory inquiries often are confidential in nature, may involve a review of an individual’s or a firm’s activities or may involve studies of the industry or industry practices, as well as the practices of a particular institution. Effect of Substantial Losses or Withdrawals. If, due to extraordinary market conditions or other reasons, the Series or other private investment funds managed by the Investment Manager were to incur substantial losses, the revenues of the Investment Manager may decline substantially. Such losses may hamper the Investment Manager’s ability to (i) retain employees, (ii) provide the same level of service to the Series as it has in the past, and (iii) continue operations. C.



Risks Relating to the Structure of the Series and the Company



Significant Fees and Expenses. The fees and expenses of the Series may be significant. The Series must generate sufficient income or long-term capital gains to offset such fees and expenses to avoid a decrease in the net asset value of the Series. Absence of Regulatory Oversight Over the Series and the Company. The Series and the Company are not expected to be registered under the securities laws of any country. In particular, the Company will not be registered as an investment company under the Company Act, and, therefore, will not be required to adhere to the restrictions and requirements under the Company Act. Accordingly, the provisions of the Company Act (which, among other things, require investment companies to have a majority of disinterested directors, require securities to be held in custody by a bank or broker in accordance with rules requiring the segregation of securities, prohibit the investment companies from engaging in certain transactions with its affiliates and regulate the relationship between advisers and investment companies) are not applicable. The Series expects to be excluded from the provisions of the Company Act and will rely on certain representations and understandings of the Members contained in their Subscription Agreements. Section 3(c)(1) of the Company Act excludes from the definition of an investment company issuers whose outstanding securities are beneficially owned by not more than one hundred persons and which is not making and at that time does not propose to make a public offering of such securities. If Section 3(c)(1) of the Company Act is not available and if no other exclusion or exemption is available, the Series would not be in compliance with the Company Act, which could subject the Series to penalties, delay the Series’ pursuit of its investment objectives and otherwise have a material adverse effect on the Series and its Members. Absence of Regulation under the Advisers Act. The Investment Manager may not be registered with the SEC as an investment adviser and thus, not subject to many of the requirements of the U.S. Investment Advisers Act of 1940, as amended (the “Advisers Act”) and rules and regulations promulgated thereunder, and may not be registered under any similar state or foreign laws. Consequently, there may be fewer protections applicable to the Company or the Series than would apply in the event that the Investment Manager were so registered.
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CONFIDENTIAL Accordingly, investors in the Series are not entitled to certain legal protections. Series’ Structure and Reliance on 3(c)(1) of the Investment Company Act. The Company is a Delaware limited liability company under the Delaware Limited Liability Company Act, allowing for the creation of separates series of members with separate rights, powers or duties with respect to specified property or obligations of the limited liability company or profits and losses associated with specified property or obligations, and any such series may have a separate business purpose or investment objective. The Series, and any other future series of the Company, thus intend to rely on Section 3(c)(1) of the Company Act to avoid registration as an investment company under the Company Act. In order to rely on 3(c)(1), aside from not having more than 100 persons that are beneficial owners, the Series and any future series that the Company may establish in the future must not be “integrated” with any other series of the Company by the Staff of the U.S. Securities and Exchange Commission (the “SEC”). The SEC may integrate two or more investment companies that rely on Section 3(c)(1) for the purposes of counting towards the 100 person beneficial owner limit by considering whether the 3(c)(1) investment companies have, among other things, the same investment objectives, investment portfolios, portfolio risk/return characteristics, or are intended for two or more distinct groups of investors. Although the Company and the Series generally do not expect to that the Series, and any other future series that the Company may establish, will be integrated, there is no assurance that the Series will not be integrated with any future series of the Company. The Series’ Investments Will Be Illiquid and Long Term. The Series will generally make investments in private companies that are illiquid and may be difficult for the Series to sell if the need arises. Although portfolio financings and investments by the Series may generate current income, the return of capital and the realization of gains, if any, from a financing or investment generally will occur only upon the partial or complete satisfaction of the financing conditions or disposition of such investment, which may not occur for a number of years after the investment is made. It is unlikely that there will be a public market for any securities the Series invests in at the time of their acquisition. If the Series is required to liquidate all or a portion of a Series’ portfolio quickly, the Series may realize significantly less than the value at which the Series had previously recorded such investments. In addition, the Series will not be able to sell securities it purchases publicly, if it holds any, unless the sale of such securities is registered under applicable securities laws, or unless an exemption from such registration requirements is available. In addition, in some cases the Series may be prohibited by contract from selling certain securities it invests in for a period of time or the Series may face other restrictions on the Series’ ability to liquidate an investment in a portfolio company to the extent that the Series hold a significant portion of a company’s equity or if the Series has material nonpublic information regarding that company. In-Kind Distributions. Prior to the dissolution and winding up of the Series, the Managing Member may distribute marketable securities. The value of the securities distributed in kind may increase or decrease before they are sold by a Member. A Member will incur transaction costs in connection with the sale of such securities. The risk of loss and delay in liquidating these securities will be borne by the Member, with the result that such Member may ultimately receive less cash than it would have received on the date of distribution if it had been
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CONFIDENTIAL paid in cash. D.



Risks Relating to the Operations and Investment Activities of the Series



Systems and Operational Risks Generally. The Series depends on the Investment Manager to develop and implement appropriate systems for the Series’ activities. The Series relies heavily and on a daily basis on financial, accounting and other data processing systems to execute, clear and settle transactions across numerous and diverse markets and to evaluate certain securities, to monitor its portfolio and capital, and to generate risk management and other reports that are critical to oversight of the Series’ activities. In addition, the Series relies on information systems to store sensitive information about the Series, the Investment Manager, their affiliates and the Members. Certain of the Series’ and the Investment Manager’s activities will be dependent upon systems operated by third parties, including prime brokers, market counterparties and other service providers, and the Investment Manager may not be in a position to verify the risks or reliability of such third-party systems. Failures in the systems employed by the Investment Manager, prime brokers, counterparties, exchanges and similar clearance and settlement facilities and other parties could result in mistakes made in the confirmation or settlement of transactions, or in transactions not being properly booked, evaluated or accounted for. Disruptions in the Series’ operations may cause the Series to suffer, among other things, financial loss, the disruption of its business, liability to third parties, regulatory intervention or reputational damage. Any of the foregoing failures or disruptions could have a material adverse effect on the Series and the Members’ investments therein. Cybersecurity Risk. As part of its business, the Investment Manager processes, stores and transmits large amounts of electronic information, including information relating to the transactions of the Series and personally identifiable information of the Members. Similarly, service providers of the Investment Manager, the Company and the Series may process, store and transmit such information. The Investment Manager has procedures and systems in place that it believes are reasonably designed to protect such information and prevent data loss and security breaches. However, such measures cannot provide absolute security. The techniques used to obtain unauthorized access to data, disable or degrade service, or sabotage systems change frequently and may be difficult to detect for long periods of time. Hardware or software acquired from third parties may contain defects in design or manufacture or other problems that could unexpectedly compromise information security. Network connected services provided by third parties to the Investment Manager may be susceptible to compromise, leading to a breach of the Investment Manager’s network. The Investment Manager’s systems or facilities may be susceptible to employee error or malfeasance, government surveillance, or other security threats. On-line services provided by the Investment Manager to the Members may also be susceptible to compromise. Breach of the Investment Manager’s information systems may cause information relating to the transactions of the Series and personally identifiable information of the Members to be lost or improperly accessed, used or disclosed. The service providers of the Investment Manager, the Company and the Series are subject to the same electronic information security threats as the Investment Manager. If a service provider fails to adopt or adhere to adequate data security policies, or in the event of a breach of
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CONFIDENTIAL its networks, information relating to the transactions of the Series and personally identifiable information of the Members may be lost or improperly accessed, used or disclosed. The loss or improper access, use or disclosure of the Investment Manager’s or the Series’ proprietary information may cause the Investment Manager or the Series to suffer, among other things, financial loss, the disruption of its business, liability to third parties, regulatory intervention or reputational damage. Any of the foregoing events could have a material adverse effect on the Series and the Members’ investments therein. Competition; Availability of Investments. Certain markets in which the Series may invest are extremely competitive for attractive investment opportunities. As a result, there can be no assurance that the Investment Manager will be able to identify or successfully pursue attractive investment opportunities in such environments. Co-Investments with Third Parties. The Series may co-invest with third parties through joint ventures or other entities. Third-party involvement with an investment may negatively impact the returns of such investment if, for example, the third-party co-venturer has financial difficulties, has economic or business interests or goals that are inconsistent with those of the Series or is in a position to take (or block) action in a manner contrary to the Series’ investment objective. In circumstances where such third parties involve a management group, such third parties may enter into compensation arrangements relating to such investments, including incentive compensation arrangements. Such compensation arrangements will reduce the returns to participants in the investments. Litigation Risk. The Company or the Series could be a party to lawsuits either initiated by it, or by a company in which the Series invests, other shareholders of such company, or U.S. federal, state and non-U.S. governmental bodies. There can be no assurance that any such litigation, once begun, would be resolved in favor of the Company or the Series. E.



Risks Relating to Investment Strategies



Risk of Loss. No guarantee or representation is made that the Series’ investment program, including, without limitation, the Series’ investment objective, diversification strategies or risk monitoring goals, will be successful. Investment results may vary substantially over time. Lack of Control. The Series may invest in equity securities of companies that it does not control, which the Series may acquire through market transactions or through purchases of securities directly from the issuer or other shareholders. Such securities will be subject to the risk that the issuer may make business, financial or management decisions with which the Series does not agree or that the majority stakeholders or the management of the issuer may take risks or otherwise act in a manner that does not serve the Series’ interests. In addition, the Series may share control over certain investments with co-investors, which may make it more difficult for the Series to implement its investment approach or exit the investment when it otherwise would. The occurrence of any of the foregoing could have a material adverse effect on the Series and the Members’ investments therein.
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Micro-, Small- and Medium-Capitalization Companies. Investments in securities of micro- and small-capitalization companies involve higher risks in some respects than do investments in securities of larger “blue-chip” companies. For example, prices of securities of micro- and small-capitalization and even medium-capitalization companies are often more volatile than prices of securities of large-capitalization companies and may not be based on standard pricing models that are applicable to securities of large-capitalization companies. Furthermore, the risk of bankruptcy or insolvency of many smaller companies (with the attendant losses to investors) may be higher than for larger, “blue-chip” companies. Finally, due to thin trading in the securities of some micro- and small-capitalization companies, an investment in those companies may be illiquid. Risk of Early Stage Companies. Investments in the private equity of companies at an early stage of development involves a high degree of business and financial risk. Early-stage companies with little or no operating history may require substantial additional capital to support expansion or to achieve or maintain a competitive position, may produce substantial variations in operating results from period to period or may operate at a loss. Such companies may face intense competition, including competition from companies with greater financial resources, more extensive development, better marketing and service capabilities and a larger number of qualified management and technical personnel. Such risks may adversely affect the performance of such investments and result in substantial losses. Unlisted Securities. Unlisted securities may involve higher risks than listed securities. Because of the absence of any trading market for unlisted securities, it may take longer to liquidate, or it may not be possible to liquidate, positions in unlisted securities than would be the case for publicly traded securities. Companies whose securities are not publicly traded may not be subject to public disclosure and other investor protection requirements applicable to publicly traded securities. Venture Capital-Style Investments. The potential for future global instabilities remains of concern. Even with signs of economic improvement, the availability of capital for firms that focus on investing in capital-intensive, science-enabled, small businesses, such as the ones in which we invest, continues to be limited. Historically, difficult financing environments have resulted in a higher than normal number of small businesses not receiving capital and being subsequently closed down with a loss to investors, and other small businesses receiving capital but at significantly lower valuations than the preceding financing rounds. Additionally, tightening the liquidity environment for companies seeking financings, sales, IPOs or M&A transactions and the currently volatile public markets in general may negatively affect the available capital to the types of companies we invest in. Further, many of our portfolio companies receive non-dilutive funding through government contracts and grants. Reductions in government spending could have a direct and significant reduction in our portfolio companies' contract or grant awards. Such reductions can also result in reduced budgets at research facilities, which would reduce the volume of products they could potentially purchase from our portfolio companies.
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CONFIDENTIAL We believe that these factors continue to contribute to the potential for non-performance risk for our portfolio companies that need to raise additional capital or that require substantial amounts of capital to execute on their business plans, as measured on an individual portfolio company basis. We define non-performance as the risk that the price per share (or implied valuation of a portfolio company) or the effective yield of a debt security of a portfolio company, as applicable, does not appropriately represent the risk that a portfolio company that requires or seeks to raise additional capital will be: (a) unable to raise capital, will need to be shut down and will not return our invested capital; or (b) able to raise capital, but at a valuation significantly lower than the implied post-money valuation of the most recent round of financing. In these circumstances, the portfolio company could be recapitalized at a valuation significantly lower than the post-money valuation implied by our valuation method, sold at a loss to our investment or shut down. In addition, significant changes in the capital markets, including periods of extreme volatility and disruption, have had, and may in the future have, a negative effect on the valuations of our investments and on the potential for liquidity events involving our investments. We believe further that the long-term effects of the difficult venture capital investment and difficult, but improving, liquidity environments will continue to affect negatively the fundraising ability of some small businesses regardless of near-term improvements in the overall global economy and public markets. Electronics and Information Technology Sector Risks. The Series will invest in a company that addresses needs in the electronics and information technology sectors. There are risks in investing in companies that target electronics-related markets, including rapid and sometimes dramatic price erosion of products, the reliance on capital and debt markets to finance large capital outlays, including fabrication facilities, the reliance on partners outside of the United States, particularly in Asia, and inherent cyclicality of the electronics market in general. Additionally, electronics-related companies, particularly those developing hardware solutions, are currently out of favor with many venture capital firms. Therefore, access to capital may be difficult or impossible for portfolio companies in the electronics and information technology industries. Successful Portfolio Companies May Not Result in Positive Investment Returns. Depending on the amount and timing of investments in portfolio companies, even if a portfolio company is ultimately successful, the returns on our investment in such portfolio company may not be positive. Portfolio companies may receive investment capital from venture capitalists and/or other investors in rounds of financing. Depending on the amount of capital that it takes to operate a company until it either becomes cash flow positive or seeks to exit through an IPO or M&A transaction, each round of financing may have different terms, including liquidation preferences and control over company decisions. Depending on which rounds of financings the Company or a Series participates in and the terms of the last round of financing, the investment returns for any particular round may be higher or lower than others. Furthermore, portfolio companies may require more capital than originally expected, and the ultimate value of those companies at realization may not be greater than the capital invested. Each of these scenarios and others could lead to a realized loss on an investment in an ultimately successful company. Discretion in Determining Use of Proceeds. Members will not have the opportunity to
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CONFIDENTIAL evaluate the economic, financial or other information on which the Investment Manager bases its decisions on how to use Capital Contributions of the Members. Members must rely on the judgment and ability of the Investment Manager with respect to the investment of the Series’ capital, and will not have an opportunity to evaluate for themselves the relevant economic, financial and other information regarding the portfolio companies to be financed or acquired by the Series. The Company, and each Series thereof, will also pay operating expenses, and may pay other expenses such as due diligence expenses of potential new investments, from the Series’ assets. The Series’ ability to achieve the Series’ investment objective may be limited to the extent that the Series’ assets are used to pay operating expenses. No assurance can be given that the Series will be successful in obtaining portfolio companies suitable for financing or investment or that, if such financings or investments are made, the objectives of the Series will be achieved. These factors increase the uncertainty, and thus the risk, of investing in the Series. Dependence on the Investment Manager. The Members (excluding the Managing Member) will have no control over the management of the business activities or affairs of the Series. The Company’s, and each Series’, ability to achieve its investment objective will depend on the Investment Manager’s ability to manage the Series and to grow the Series’ investments and earnings. This will depend, in turn, on the Investment Manager’s ability to identify, invest in and monitor portfolio companies that meet the Series’ investment criteria. The achievement of the Series’ investment objective on a cost-effective basis will depend upon the Investment Manager’s execution of the Series’ investment process, its ability to provide competent, attentive and efficient services to the Series and, to a lesser extent, the Series’ access to financing on acceptable terms. Possession of Material Non-Public Information. Members of the investment team of the Investment Manager, may serve as directors of, or in a similar capacity with, portfolio companies in which the Series invests, the securities of which are purchased or sold on the Series’ behalf. In the event that material nonpublic information is obtained with respect to such companies, or the Series become subject to trading restrictions under the internal trading policies of those companies or as a result of applicable law or regulations, the Series could be prohibited for a period of time from purchasing or selling the securities of such companies, and this prohibition may have an adverse effect on the Series. Capital Calls. Capital Calls will be issued by the Series from time to time at the discretion of the Managing Member based upon the Managing Member’s assessment of the needs and opportunities of the Series. To satisfy such Capital Calls, Members may need to maintain a substantial portion of their Capital Commitments in assets that can be readily converted to cash. Consequences for Member Default. If a Member fails to pay when due installments of its Capital Commitment to the Series, and the Capital Contributions made by non-Defaulting Members and borrowings by the Series are inadequate to cover the defaulted Capital Contribution, the Series may be unable to pay its obligations when due. As a result, the Series may be subjected to significant penalties that could materially adversely affect the returns of the Members (including non-Defaulting Members). Moreover, the LLC Agreement provides for
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CONFIDENTIAL significant adverse consequences in the event a Member defaults on its Capital Commitment or other payment obligations. Contingent Liabilities. The Series currently expects that substantially all of its investments will involve private securities. In connection with the disposition of an investment in private securities, the Series may be required to make representations about the business and financial affairs of the portfolio company typical of those made in connection with the sale of a business. The Series may also be required to indemnify the purchasers of such investment to the extent that any such representations turn out to be inaccurate or with respect to potential liabilities. These arrangements may result in contingent liabilities that ultimately result in funding obligations that the Series must satisfy through its return of distributions previously made to the Series. Reserves. The Managing Member may establish reserves for Follow-On Investments in one or more Series, expenses, liabilities and other matters. Estimating the appropriate amount of such reserves is difficult. Inadequate or excessive reserves could impair the investment returns of Members. If reserves are inadequate, the Series may be unable to take advantage of attractive Follow-On Investments. Excessive reserves may be the result of declining otherwise-attractive investment opportunities. Follow-On Investments. The Series may be called upon to provide follow-up funding for its portfolio company investments or have the opportunity to increase its investment in such portfolio companies. There can be no assurance that the Series will wish to make Follow-On Investments or that it will have sufficient funds to do so. Any decision by the Series not to make Follow-On Investments or its inability to make them may have a substantial negative impact on a portfolio company in need of such an investment or may diminish the Series’ ability to influence the portfolio company’s future development. Effect of Market Slowdown on Liquidity Events. The Series will realize a portion of its returns on investments through various liquidity events such as a sale, merger or initial public offering. A prolonged slowdown could extend the Series’ investment time horizon by limiting the Series’ ability to achieve timely liquidity events and could ultimately impact the Series’ ability to realize anticipated investment returns. Equity Investments. The Series will invest directly in the equity securities of issued by a sole company, D-Wave Systems, Inc. The Series’ goal is ultimately to dispose of such equity interests and realize gains upon the Series’ disposition of such interests. However, the equity interests the Series receives may not appreciate in value and, in fact, may decline in value. Accordingly, the Series may not be able to realize gains from the Series’ equity interests, and any gains that the Series does realize on the disposition of any equity interests may not be sufficient to offset any other losses the Series experiences. Valuation Procedures. The Investment Manager will value the Series’ investments in its sole discretion. The Investment Manager may use one, or multiple, fair value methods to value investments if market quotations for them are not readily available or are deemed unreliable, or if
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CONFIDENTIAL events occurring after the close of a securities market and before the Series values its assets would materially affect net asset value. Due to the fact that the secondary markets for certain investments may be limited, these investments may be difficult to value. Because of the overall size and concentrations in particular markets and maturities of positions that may be held by the Series from time to time, the liquidation values of the Series’ securities and other investments may differ significantly from the interim or year-end valuations of such investments derived from the valuation methods utilized. Such differences may be further affected by the time frame within which such liquidation occurs. It is expected that third-party pricing information will, at times, not be available regarding certain assets. Valuations of such assets may involve uncertainties and judgmental determinations, and if such valuations prove to be incorrect, the Series’ net asset value could be adversely affected. Where market quotations are not readily available, valuation may require more research than for more liquid investments. In addition, elements of judgment may play a greater role in valuation in such cases. Absent bad faith or manifest error, the Investment Manager’s valuation determinations will be conclusive and binding. Lack of Diversification. A Series’ portfolio will be concentrated in a sole portfolio company, D-Wave Systems, Inc. As a result, the aggregate returns a Series realizes may be significantly adversely affected if D-Wave Systems performs poorly or if the Series needs to write down the value of any one investment. Additionally, a downturn in any particular industry in which the Series is invested could significantly affect the Series’ aggregate returns. This may have an adverse impact on the ability of a Series to achieve its investment objectives. Risks Related to Non-Controlling Investments. The equity purchased by the Series will be a non-controlling investment, meaning the Series will not be in a position to control the management, operation and strategic decision-making of the companies the Series invests in. As a result, the Series will be subject to the risk that a portfolio company the Series does not control, or in which the Series does not have a majority ownership position, may make business decisions with which the Series disagrees, and the equity holders and management of such a portfolio company may take risks or otherwise act in ways that are averse to the Series’ interests. Due to the lack of liquidity for the equity investments that the Series will typically hold in the Series’ portfolio companies, the Series may not be able to dispose of the Series’ investments in the event that the Series disagrees with the actions of a portfolio company, and may therefore suffer a decrease in the value of the Series’ investments. New Issues. A Series may, to the extent permitted by the Rules of the Financial Industry Regulatory Authority, Inc., as may be amended from time to time (the “FINRA Rules”), acquire an interest in equity securities that are part of an initial public offering (sometimes referred to as “New Issues”). Under the FINRA Rules, brokers generally may not sell such securities to a private investment fund if the fund has investors who are “Restricted Persons”, which includes persons employed by or affiliated with a broker and portfolio managers of hedge funds and other registered and unregistered investment advisory firms, or “Covered Investors”, which includes certain persons who are affiliated with certain companies that are current, former or prospective investment banking clients of the broker. The profits and losses from New Issues will generally be allocated to investors in the Series that are not Restricted Persons or Covered Investors. The
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CONFIDENTIAL Series may, however, avail itself of a “de minimis” exemption pursuant to which a portion of any New Issue profits and losses may be allocated to Restricted Persons and/or Covered Investors. The LLC Agreement provides that the Managing Member is authorized to determine, among other things: (i) the manner in which New Issues are purchased, held, transferred and sold by the Series and any adjustments (including interest) with respect thereto; (ii) the Members who are eligible and ineligible to participate in the profits and losses from New Issues; (iii) the method by which profits and losses from New Issues are to be allocated among Members in a manner that is permitted under the FINRA Rules (including whether the Series will avail itself of the “de minimis” exemption or any other exemption); and (iv) the time at which New Issues are no longer considered as such under the FINRA Rules. The rate-of-return experienced by Members who participate fully in the profits and losses from New Issues may differ materially from that of Members who are Restricted Persons. Foreign Securities and Foreign Currencies. The Series will invest its assets in securities of a non-United States issuer. These types of investments entail risks in addition to those involved in investments in securities of domestic issuers. Investing in foreign securities may represent a greater degree of risk than investing in domestic securities due to exchange rate fluctuations, possible exchange controls, less publicly available information, different accounting and auditing standards, more volatile markets, less securities regulation, less favorable tax provisions (including possible withholding taxes), political and social upheaval, war or expropriation. Foreign securities also may be less liquid and more volatile than United States securities and may involve higher transaction and custodial costs. In addition, hedging the foreign currency exchange rate risk, if undertaken, entails additional risk since there may be an imperfect correlation between the Series’ portfolio holdings of securities denominated in a particular currency and the Series’ holdings of currencies and foreign currency-related products purchased by the Series to hedge any exchange rate risk. Such imperfect correlation may prevent the Series from achieving the intended hedge or expose the Series to additional risk of foreign exchange rate loss. No Assurance of Cash Distributions. The amount of distributions that the Series will be able to make to the Members will be entirely dependent upon the success of the operations of the Series’ investment activities. Accordingly, there can be no assurance as to the timing or amounts of distributions, if any, by the Series. There can be no assurance that the Series will achieve investment results or maintain a tax status that will allow or require any specified level of cash distributions or year-to-year increases in cash distributions. Although a portion of the Series’ expected earnings and dividend distributions will be attributable to net interest income, the Series does not expect to generate capital gains from the sale of the Series’ portfolio investments on a level or uniform basis from quarter to quarter. This may result in substantial fluctuations in the Series’ quarterly dividend payments. In certain cases, the Series may recognize income before or without receiving cash representing the income. Accordingly, the Series may delay distributions during a year until the Series generates cash or the Series may have to sell some of the Series’ investments at times the
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CONFIDENTIAL Series would not consider advantageous, raise additional debt or equity capital or reduce new investments to meet these distribution requirements. Required Withdrawal of a Member. The Managing Member, upon thirty (30) Business Days’ (as defined in the LLC Agreement) prior written notice, may require any Member to withdraw from the Series at the end of any fiscal quarter in which such notice is given if the Managing Member determines, in good faith, that the continued participation of such Member in the Series would adversely affect the Series, the Managing Member or the Investment Manager (e.g., by involving the Series or any Member in litigation, or causing the Company to be required to register under the Company Act or other reasons including, without limitation, if the Managing Member, in its sole discretion, determines that the holding of an Interest issued with respect to a particular Series by any Member could result in the assets of such Series being treated as “plan assets” for purposes of ERISA). In such an instance, the withdrawing Member will not contribute additional capital to the Series and the withdrawing Member’s Interest will be completely terminated. At least ninety percent (90%) of the withdrawing Member’s Capital Account balance on the termination date will be paid within ninety (90) days thereof or as soon thereafter as the Series has funds available. The remaining balance, if any, of such retiring Member’s Capital Account will be paid within thirty (30) days of the completion of the audit of the Series’ financial statements for the fiscal year involved or as soon thereafter as is reasonably practicable. Power of Attorney. The Subscription Agreement to be executed by each Member grants to the Managing Member an irrevocable power of attorney, with full power of substitution, to sign, on behalf of the Member, all documents to be executed by such Member in connection with its subscription for Interests in the Series, including the LLC Agreement. In turn, the Managing Member (and any substitute or successor managing member of the Series) is granted an irrevocable power of attorney under the LLC Agreement to sign on behalf of each Member a Certificate of Formation and any amendments thereto or termination thereof, as well as any instruments, documents and certificates as may be required by law from time to time to effect, implement, continue or terminate the existence of the Series and to effect certain other provisions of the LLC Agreement. F.



Risks Related to Tax Issues Federal Income Tax Risks. Investments in the Series entail certain tax risks, including:



Loss of Pass-Through Tax Treatment. It is intended that the Series will be classified as a separate partnership, and not be taxable as a corporation, for federal income tax purposes. If the Series loses its status as a partnership for federal income tax purposes for any other reason, the Series and/or the Members could be exposed greater tax liability, thereby reducing overall returns. Potential Tax Liability of Members. A Member will be required to take into account its allocable share of the Series’ income, gain, loss, and deduction attributable to the Series in which the Member invests substantially as though such items had been realized directly by the Member,
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CONFIDENTIAL without regard to whether any distribution from the Series has been or will be received. A Member’s tax liability relating to its ownership of an interest in a Series of the Series therefore may exceed both actual distributions by such Series and the amount available to that Series of the Company to make distributions without the sale of its assets. Accordingly, Members may be required to pay substantial amounts of income taxes on their pro rata shares of the Series’ income attributable to the Series in which they invest even though they may have received no cash distributions with respect to such Series. Other Federal Tax Risks. Investments in a Series of the Company entail certain risks, including: (i) the generation by the Series of unrelated business taxable income for any tax exempt entity that purchases an interest in the Series; (ii) the treatment of the Series as engaged in a trade or business in the United States, causing certain foreign investors to be subject to U.S. federal income tax on their share of the Series’ income; (iii) the possibility that certain deductions claimed by a Series may be disallowed and that any audit of the Series’ tax returns may result in an adjustment to or an audit of a Member’s return; and (iv) the possibility that future legislative, administrative or judicial interpretations of current law or future legislation will change the tax treatment of a Member described herein. NO RULINGS HAVE BEEN REQUESTED FROM THE INTERNAL REVENUE SERVICE WITH RESPECT TO ANY OF THE TAX MATTERS DESCRIBED HEREIN, AND NONE WILL BE REQUESTED. EACH PROSPECTIVE INVESTOR SHOULD CAREFULLY REVIEW THE RISKS DESCRIBED IN THE SECTION ENTITLED “CERTAIN REGULATORY, TAX AND ERISA CONSIDERATIONS.” EACH PROSPECTIVE INVESTOR IS URGED TO CONSULT ITS OWN ADVISORS WITH RESPECT TO THE FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES OF ITS PARTICIPATION AS A MEMBER IN THE SERIES. G.



Regulatory and Other Risks



New or Modified Laws or Regulations. The Series and its portfolio companies will be subject to regulation by laws at the U.S. federal, state and local levels as the case may be. These laws and regulations, as well as their interpretation, may change from time to time, and new laws, regulations and interpretations may also come into effect. Any such new or changed laws or regulations could have a material adverse effect on the Series and/or the Investment Manager. Additionally, changes to the laws and regulations governing the Series’ operations related to permitted investments may cause the Series to alter its investment strategy in order to avail itself of new or different opportunities. Such changes could result in material differences to the strategies and plans set forth in this prospectus and may shift the Series’ investment focus from the areas of expertise of the Investment Manager to other types of investments in which the Investment Manager may have little or no expertise or experience. Any such changes, if they occur, could have a material adverse effect on the Series’ results of operations and the value of a Member’s investment. State Licensing Requirements. The Series may be required to obtain various state li-
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CONFIDENTIAL censes in order to, among other things, originate commercial loans. Applying for and obtaining required licenses can be costly and take several months. There is no assurance that the Series will obtain all of the licenses that the Series needs on a timely basis. Furthermore, the Series will be subject to various information and other requirements in order to obtain and maintain these licenses, and there is no assurance that the Series will satisfy those requirements. The Series’ failure to obtain or maintain licenses might restrict investment options and have other adverse consequences. Members’ Investments in the Series Will Be Illiquid and Long Term. There is not and will not be any public market for the Interests, and the Interests will not be registered under the 1933 Act or any state securities law and will be restricted as to transfer by law and the terms of the LLC Agreement. Members will not be entitled to withdraw from the Series. Therefore, it should be anticipated that a Member will be required to bear the economic risk of its investment for an indefinite period of time. All expenses of a withdrawal of capital or retirement of a Member will, in general, be borne by the Series. However, any incremental legal or accounting expenses incurred by the Series as a result of withdrawals of capital or the retirement of a Member may, in the Managing Member’s sole discretion, be charged (by way of a deduction from the withdrawn capital) to such Member in proportion to its respective withdrawals of capital. Absence of SEC and Applicable State Securities Commission Reviews. Since this offering is a private offering and is not registered under the 1933 Act or under applicable state securities or “blue sky” laws, this Memorandum has not been reviewed by the SEC or by the equivalent agency of any state or governmental entity. Review by any such agency might result in additional disclosures or substantially different disclosures from those actually included in this Memorandum. Side Letters. The Series may enter into agreements (sometimes referred to as “Side Letters”) with certain prospective or existing Members whereby such Members may be subject to terms and conditions that are more advantageous than those set forth in this Memorandum. The modifications are solely in the discretion of the Series and may, among other things, be based on the size of the Member’s investment in the Series or affiliated investment entity, or other similar commitment by a Member to the Series. Co-Investments. Subject to applicable law and any applicable SEC order, the Managing Member may offer co-investment opportunities to invest alongside the Series to any person, and on such terms, as determined in its sole discretion. The Managing Member and Manager Have Not Made Any Additional Representations or Warranties. Other than as expressly set forth in this Memorandum, the Managing Member and Manager have not made any representation or warranty to the Members in connection with this Offering. Without limiting the foregoing, the Managing Member and Manager and their affiliates have not made any express or implied warranty with respect to any of the following:
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H.



the future ability or willingness of the Series to make, or the willingness of the Managing Member to make, distributions with respect to the Interests; the amount of net income and cash expected to be generated by the Series’ operations; that the accuracy of any financial projections (however, the Series has delivered certain projections which were forward-looking, but not warranted or promised); the amount of capital that the Series may need to raise in the future, or the terms upon which the Series may raise such capital; or any investment return to be realized by the Members as a result of an investment in the Interests. Risk Factors Relating to the Series’ Investment



Quantum Computing and D-Wave’s Approach to Quantum Computing Are Controversial. While the potential and promise of quantum computing has been discussed and been the subject of research at academic and government laboratories for many decades, controversy remains on which approach is most viable for commercial use and to address the broadest range of problems. Historically, leading researchers in quantum computing expressed doubts that D-Wave’s computers were operating with quantum effects. While a number of peer reviewed scientific publications appear to support D-Wave’s claims that its computers are enabled by quantum effects, there continue to be individuals who are not convinced. Additionally, while many researchers now believe that D-Wave’s computers are enabled by quantum effects, often such researchers believe that D-Wave’s quantum computers will have limited applications where its technology will truly out-perform classical computers optimized to solve such problems and complete such tasks. We currently believe that D-Wave’s computers are enabled by quantum effects and that they will have widespread applications to solve important problems that classical computers are unable to solve and/or would take too much time to solve. Should D-Wave’s computers prove to not employ quantum effects or be limited in total available market, either scenario could have a material negative effect on the business of DWave and the return to investors in the Series. Regulation. D-Wave Systems’ quantum computers have the potential to be used for applications in security, surveillance and cryptography applications. As a Canadian company, D-Wave is not subject to US export or other restrictions, such as International Traffic in Arms Regulations (ITAR) that could limit the business opportunities of the company. D-Wave Systems may become subject to such restrictions in the future if it reorganizes into a US company, and such scenario could have a material impact on the business and the equity value of the company. Fundraising and Capital Needs. D-Wave has historically raised substantial amounts of capital to fund its operations. The company expects to require additional capital following its next round of financing owing to its continued focus on growth rather than reaching the point of generating positive cash flows for the foreseeable future. The availability of such capital is highly uncertain. Should the company be able to raise capital, but at a price per share lower than that invested by the Series, your ownership of D-Wave through the Series will be diluted and the
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CONFIDENTIAL net asset value of the Series will decrease. Should the company not be able to raise capital, it is possible it will need to sell at a value that would not return your entire investment or any proceeds at all. Timing and Predictability of Revenues. D-Wave sells multi-year leases on fielddeployed quantum computers, as well as access to locally hosted quantum computers under its quantum cloud service. Multi-year leases are commonly in the millions of dollars and the length of time to close such engagements can be long and unpredictable. The sale of access to locally hosted quantum computers is a relatively new business for the company, and therefore the expected sales cycles and ultimate access fees may be materially different than those expected and projected. Any material delays in the generation of revenues from field-deployable quantum computers or access to locally hosted quantum computers may result in the company requiring additional capital sooner than currently anticipated and a material difference from current projections for revenues and cash flows. Any of these scenarios could have a negative effect on the value of the Series investment in D-Wave. Competition. Large companies, including Google, Amazon, IBM and Microsoft, are developing quantum computing platforms that may be comparable to or better than those developed by D-Wave. These large companies often have significantly more resources than DWave to commit to these development efforts. It is possible that any of these efforts will result in a competitive product to D-Wave that could materially impact D-Wave’s business and the value of the company as a whole, which could in turn materially impact the value of the Series ownership of D-Wave. Intellectual Property. The patent landscape for quantum computing approaches is relatively young and untested in the courts. While we believe that D-Wave has a strong patent portfolio of issued and pending patents, these patents have not been tested in a court of law. It is possible that under such examination some or all of D-Wave’s patents could be deemed invalid, which could weaken D-Wave’s competitive position in the quantum computing market and negatively affect financial performance. Either of these scenarios could result in a material decrease in the equity value of D-Wave and the investment of the Series in the company. Currency Related to Revenues. D-Wave currently generates the vast majority of its revenues from customers based in the US. The company prepares its financial statements according to US generally accepted accounting principles (GAAP) in US Dollars. Should the company begin to generate meaningful amounts of revenues from outside the US based on prices set in local currencies, its financial performance could be materially affected by fluctuations of currencies within those countries compared to the US Dollar. Management. The future success of D-Wave may be dependent upon key management personnel, and D-Wave may not be able to retain them or replace them with similarly qualified personnel in the event such key members of management are no longer employed by the company. The value of the capital invested in the Series could be materially affected should suitable replacements for such key members be difficult or not possible to find in a reasonable timeframe or at all.
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I. Risk Factors Related to Other Activities of the Investment Manager; Potential Conflicts of Interest The Investment Manager, the Company and the Series and their affiliates will be subject, and the Series will be exposed, to a number of actual and potential conflicts of interest. Any such conflict of interest could have a material adverse effect on the Series and the Members’ investments therein. However, the existence of an actual or potential conflict of interest does not mean that it will be acted upon to the detriment of the Series. When a conflict of interest arises, the Investment Manager will endeavor to ensure that the conflict is resolved fairly and in an equitable manner that is consistent with its fiduciary duties to the Series and the Company. The Investment Manager has in place policies and procedures that it believes are reasonably designed to identify and resolve actual and potential conflicts of interest. Unless the context indicates otherwise, references in this section to conflicts of interest that may apply to the Investment Manager should be understood to apply to the Investment Manager and its affiliates. Prospective Members should understand that (i) the relationships among the Company, the Series, the Other Accounts (defined below), the Investment Manager and its affiliates are complex and dynamic and (ii) as the Investment Manager’s, the Company’s and the Series’ businesses change over time, the Investment Manager, the Company and their affiliates may be subject, and the Series may be exposed, to new or additional conflicts of interest. There can be no assurance that this Memorandum addresses or anticipates every possible current or future conflict of interest that may arise or that is or may be detrimental to the Series or the Members. Prospective Members should consult with their own advisers regarding the possible implications on their investment in the Series of the conflicts of interest described in this Memorandum. Other Activities of the Investment Manager and its Affiliates. Conflicts of interest may arise from the fact that the Investment Manager and its affiliates may in the future provide investment management services to clients other than the Series, including, without limitation, investment funds, managed accounts, proprietary accounts and other investment vehicles (collectively, “Other Accounts”, and together with the Series, the “Accounts” and each, an “Account”). The Series will not typically have an interest in any Other Accounts. Other Accounts may have investment objectives, programs, strategies and positions that are similar to or may conflict with those of the Series, or may compete with or have interests adverse to the Series. Such conflicts could affect the prices and availability of securities in which the securities invests. Even if an Other Account has investment objectives, programs or strategies that are similar to those of the Series, the Investment Manager may give advice or take action with respect to the investments held by, and transactions of, the Other Accounts that may differ from the advice given or the timing or nature of any action taken with respect to the investments held by, and transactions of, the Series for a variety of reasons, including, without limitation, differences between the investment strategy, financing terms, regulatory treatment and tax treatment of the Other Accounts and the Series. As a result, the Series and an Other Account may have substantially different portfolios and investment returns. Conflicts of interest may also arise when the Investment Manager makes decisions on behalf of the Series with
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CONFIDENTIAL respect to matters where the interests of the Investment Manager or one or more Other Accounts differs from the interests of the Series. Lack of Exclusivity. The Investment Manager, its affiliates and personnel will devote as much of their time to the activities of the Series as they deem necessary and appropriate. The Investment Manager, its affiliates and personnel will not be restricted from forming Other Accounts, from entering into other investment advisory relationships or from engaging in other business activities, even if such activities may be in competition with the Series and/or may involve substantial time and resources of the Investment Manager, its affiliates or personnel. These activities could be viewed as creating a conflict of interest in that the time and effort of the Investment Manager, its affiliates and personnel will not be devoted exclusively to the business of the Series but will be allocated between the business of the Series and the management of Other Accounts and businesses. From time to time, employees of the Investment Manager may serve as directors or advisory board members of certain portfolio companies or other entities. In connection with such services, such persons may receive directors’ fees or other similar compensation attributable to such employees’ services. Investments by the Employees of the Investment Manager in the Series and Other Accounts. The employees of the Investment Manager may choose to personally invest, directly and/or indirectly, in the Series. Such investors may be in possession of information relating to the Series that is not available to other Members and prospective Members. The employees of the Investment Manager are not required to keep any minimum investment in the Series and may invest in Other Accounts. It is expected that, if such investments are made, the size and nature of these investments will change over time without notice to the Members. Investments by the employees of the Investment Manager in the Series and/or Other Accounts could incentivize the employees of the Investment Manager to increase or decrease the risk profile of the Series. Investments in Securities by Investment Manager Personnel. The Code of Ethics of the Investment Manager places restrictions on personal trades by employees, including that they disclose their personal Securities holdings and transactions to the Investment Manager on a periodic basis, and requires that employees pre-clear certain types of personal securities transactions. Subject to internal compliance policies and approval procedures, employees of the Investment Manager may engage, from time to time, in personal trading of securities, including securities in which the Series may invest. The Investment Manager, its affiliates and its employees may give advice or take action for their own accounts that may differ from, conflict with or be adverse to advice given or action taken for the Series. These activities may adversely affect the prices and availability of other securities held by or potentially considered for purchase by the Series. Allocations of Trades and Investment Opportunities. It will be the policy of the Investment Manager to allocate investment opportunities to the Series and to any Other Accounts on a fair and equitable basis, to the extent practical and in accordance with the Series’ or Other
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CONFIDENTIAL Accounts’ applicable investment strategies, over a period of time. Investment opportunities will generally be allocated among those Accounts for which participation in the respective opportunity is considered appropriate, taking into account, among other considerations: (i) whether the risk-return profile of the proposed investment is consistent with an Account’s objectives; (ii) the potential for the proposed investment to create an imbalance in an Account’s portfolio; (iii) the liquidity requirements of an Account; (iv) potentially adverse tax consequences; (v) regulatory restrictions that would or could limit an Account’s ability to participate in a proposed investment; and (vi) the need to re-size risk in an Account’s portfolio. The Investment Manager will have no obligation to purchase or sell a security for, enter into a transaction on behalf of, or provide an investment opportunity to, the Series or Other Accounts solely because the Investment Manager purchases or sells the same security for, enters into a transaction on behalf of, or provides an opportunity to, an Other Account or the Series, if, in its reasonable opinion, such security, transaction or investment opportunity does not appear to be suitable, practicable or desirable for the Series or the Other Account. In particular, when the Series is ramping up its investment or trading strategies, it may receive larger allocations of certain securities than the Other Accounts in order to obtain its desired risk and portfolio size. Conversely, when Other Accounts ramp up their investment and trading strategies, the Series may receive reduced or no allocations of certain securities. Co-Investments. The Investment Manager and its affiliates may, from time to time, offer one or more Members or investors in Other Accounts and/or other third-party investors the opportunity to co-invest with the Series in particular investments. The Investment Manager and its affiliates are not obligated to arrange co-investment opportunities, and no Member will be obligated to participate in such an opportunity. The Investment Manager and its affiliates have sole discretion as to the amount (if any) of a co-investment opportunity that will be allocated to a particular Member and may allocate co-investment opportunities instead to investors in Other Accounts or to third parties. If the Investment Manager determines that an investment opportunity is too large for the Series and the Other Accounts, the Investment Manager and its affiliates may, but will not be obligated to, make proprietary investments therein. The Investment Manager or its affiliates may receive fees and/or allocations from co-investors, which may differ as among co-investors and also may differ from the fees and/or allocations borne by the Series. Allocation of Expenses Among Accounts and Co-Investors. The Investment Manager seeks to fairly allocate expenses among the Accounts, including the Series, and any co-investors. Generally, Accounts and co-investors that own an investment will share in expenses related to such investment, including expenses originally charged solely to any Account. However, it is not always possible or reasonable to allocate or re-allocate expenses to a co-investor, depending upon the circumstances surrounding the applicable investment (including the timing of the investment) and the financial and other terms governing the relationship of the co-investor to the Accounts with respect to the investment, and, as a result, there may be occasions where coinvestors do not bear a proportionate share of such expenses. In addition, where a potential investment is contemplated but ultimately not consummated, potential co-investors generally will not share in any expenses related to such potential investment, including expenses borne by
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CONFIDENTIAL any Account with respect to such potential investment. Cross Trades. The Investment Manager may determine that it would be in the best interests of the Series and one or more Other Accounts to transfer a security from one Account to another (each such transfer, a “Cross Trade”) for a variety of reasons, including, without limitation, tax purposes, liquidity purposes, to rebalance the portfolios of the Accounts, or to reduce transaction costs that may arise in an open market transaction. If the Investment Manager decides to engage in a Cross Trade, the Investment Manager will determine that the trade is in the best interests of both of the Accounts involved and take steps to ensure that the transaction is consistent with the duty to obtain best execution for each of those Accounts. The Investment Manager generally intends to execute Cross Trades, if at all, with the assistance of a broker-dealer that executes and books the transaction at the close of the market on the day of the transaction. Alternatively, a cross transaction between two fund clients may occur as an “internal cross”, where the Investment Manager instructs the custodian for the Accounts to book the transaction at the price determined in accordance with the Valuation Policy. If the Investment Manager effects an internal cross, the Investment Manager will not receive any fee in connection with the completion of the transaction. Principal Transactions. To the extent that Cross Trades may be viewed as principal transactions (as such term is used under the Advisers Act) due to the ownership interest in an Account by the Managing Member, the Investment Manager or its personnel will comply with the requirements of Section 206(3) of the Advisers Act. In connection with principal transactions, Cross Trades, related-party transactions and other transactions and relationships involving potential conflicts of interest, the Managing Member (in its capacity as the Managing Member of the Company and the Series) is authorized to select one or more persons who are not affiliated with the Investment Manager to serve on the Advisory Committee, which is authorized, on behalf of the Series and the Members, to approve or disapprove, to the extent required by applicable law or deemed advisable by the Managing Member, such transactions and conflicts of interest. The Advisory Committee may approve of such transactions prior to or contemporaneous with, or ratify such transactions subsequent to, their consummation. In no event will any such transaction be entered into unless it complies with applicable law. The member(s) of the Advisory Committee may be exculpated and indemnified by the Series. Any decision of the Advisory Committee will be binding on all Members. Proxy Voting Policy. In compliance with Rule 206(4)-6 under the Advisers Act, the Investment Manager has adopted proxy voting policies and procedures. The general policy is to vote proxy proposals, amendments, consents or resolutions (collectively, “Proxies”), in a prudent and diligent manner that will serve the applicable Account’s best interest and is in line with each Account’s investment objectives. The Investment Manager may take into account all relevant factors, as determined by the Investment Manager in its discretion, including, without limitation: (i) the impact on the value of the securities or instruments owned by the relevant Account and the returns on those securities; (ii) the anticipated associated costs and benefits; (iii) the continued or increased availability of
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CONFIDENTIAL portfolio information; and (iv) industry and business practices. In limited circumstances, the Investment Manager may refrain from voting Proxies where the Investment Manager believes that voting would be inappropriate, taking into consideration the cost of voting the Proxies and the anticipated benefit to its Accounts. Generally, Members and Accounts may not direct the Investment Manager’s vote in a particular solicitation. Conflicts of interest may arise between the interests of the Accounts on the one hand and the Investment Manager or its affiliates on the other hand. If the Investment Manager determines that it may have, or is perceived to have, a conflict of interest when voting Proxies, the Investment Manager will vote in accordance with its Proxy voting policies and procedures. Members may obtain a copy of the Investment Manager’s Proxy voting policies and its Proxy voting record upon request. Side Letter Agreements. The Series, and in certain cases the Investment Manager, will have the discretion to waive or modify the application of, or grant special or more favorable rights with respect to, any provision of this Memorandum or the Governing Documents to the extent permitted by applicable law. To effect such waivers or modifications or the grant of any special or more favorable rights, the Series may create additional classes of Interests for certain Members that provide for, among other things, (i) greater transparency into the Series’ portfolio, (ii) greater information than may be provided to other Members, (iii) different fee or incentive compensation terms, (iv) more favorable transfer rights and (v) key-person notifications. Certain such waivers, modifications or grants of special or more favorable rights may also be effected by the Series, and, in certain cases, the Investment Manager, through agreements (“Side Letter Agreements”). Although certain Members may invest in the Series with different material terms, the Series and the Investment Manager generally will only offer such terms if they believe other Members of the Series will not be materially disadvantaged. The Investment Manager Could Have Different Compensation Arrangements with Other Accounts. The Investment Manager could be subject to a conflict of interest because varying compensation arrangements among the Series and Other Accounts could incentivize the Investment Manager to manage the Series and such Other Accounts differently. These and other differences could make the Series less profitable to the Investment Manager than certain Other Accounts. Valuation. The Series’ assets and liabilities are valued in accordance with the Valuation Policy of the Investment Manager. In making valuation determinations, the Investment Manager may be deemed subject to a conflict of interest, as the valuation of such assets and liabilities affects its compensation and the compensation of the Managing Member. There is no guarantee that the value determined with respect to a particular asset or liability by the Investment Manager will represent the value that will be realized by the Series on the eventual disposition of the related investment or that would, in fact, be realized upon an immediate disposition of the investment. Carried Interest Amount. The Managing Member will receive the performance-based
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CONFIDENTIAL Carried Interest Amount in connection with the management of the Series. The Carried Interest Amount is not the product of an arm’s-length negotiation with any third party, and, because the Carried Interest is calculated on a basis which includes unrealized appreciation of the Series’ assets, it may be greater than if such compensation were based solely on realized gains. The Carried Interest may give rise to potential conflicts of interest, including, but not limited to, the following: Allocation of Investment Opportunities. The Carried Interest may create an incentive for the Investment Manager to direct the best investment ideas to, or to allocate or sequence trades in favor of, (i) Accounts with performance compensation arrangements over Accounts that are not charged, or from which the Investment Manager will not receive (e.g., because the Account is below its high water mark), performance compensation, and (ii) Accounts from which the Investment Manager will receive a greater performance compensation over Accounts from which the Investment Manager will receive lesser performance compensation. Risk. The Carried Interest may create an incentive for the Investment Manager to make investments that are riskier or more speculative than would be the case if a performancebased compensation arrangement were not in effect. Selection of Broker-Dealers and Counterparties. The Investment Manager may be subject to conflicts relating to its selection of brokers, dealers and counterparties on behalf of the Series. Portfolio transactions for the Series will be allocated to brokers, dealers and counterparties on the basis of numerous factors and not necessarily lowest pricing. Brokers, dealers and counterparties may provide other services that are beneficial to the Investment Manager or Other Accounts, but not necessarily beneficial to the Series. Service Providers. Conflicts of interest may arise from the fact that any service provider or any affiliate of a service provider may provide services to, or have business, financial, personal or other relations with (i) other private funds with investment programs similar to that of the Series or (ii) the Investment Manager or any of its affiliates. Any Service Provider or any affiliate of a Service Provider may be an investor in the Series, a source of investment opportunities or a co-investor or commercial counterparty or entity in which the Investment Manager has an investment. It is customary for a Service Provider to charge different rates or have different terms for different types of services. Based on the types of services used by the Investment Manager and its affiliates as compared to the types of services used by the Series and the terms of such services, a Service Provider may enter into an arrangement with the Investment Manager or its affiliates that provides for more favorable rates or terms than an arrangement with the Series.



THE FOREGOING IS A SUMMARY OF CERTAIN SIGNIFICANT RISKS RELATING TO INVESTMENT IN THE SERIES. THIS SUMMARY OF RISKS
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CONFIDENTIAL SHOULD NOT BE INTERPRETED AS A REPRESENTATION THAT THE MATTERS REFERRED TO ABOVE ARE THE ONLY RISKS INVOLVED WITH THIS INVESTMENT, NOR SHOULD THE REFERENCES TO THE RISKS BE DEEMED A REPRESENTATION THAT THE MAGNITUDE OF SUCH RISKS IS NECESSARILY EQUAL. INVESTORS ARE URGED TO CONSULT THEIR OWN LEGAL COUNSEL, ACCOUNTANTS AND OTHER PROFESSIONAL ADVISORS RELATIVE TO THIS OFFERING.
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CONFIDENTIAL V.



CERTAIN REGULATORY, TAX AND ERISA CONSIDERATIONS A. CERTAIN REGULATORY MATTERS



Investment Company Act of 1940. It is anticipated that the Company and each Series will be excluded from the provisions of the Company Act based on Section 3(c)(1), which excludes from investment company regulation issuers whose outstanding securities are beneficially owned by no more than 100 persons. With respect to the determination of who is a beneficial owner, the Subscription Agreement of each potential investor in each Series will contain appropriate representations and undertakings from each such investor in order to ensure that such investors meet the conditions of the exemption. Investment Advisers Act of 1940. It is anticipated that the Investment Manager will initially not be a registered investment adviser under the Advisers Act. Securities Act of 1933. The offer and sale of the Interests will not be registered under the 1933 Act in reliance upon the exemption from registration provided by Section 4(a)(2) thereof and Regulation S promulgated thereunder. Each Member must be a Non-U.S. persons as defined in Rule 902(k) under the 1933 Act and pursuant to Regulation S under the 1933 Act and will be required to represent in the Subscription Agreement, among other customary private placement representations, that it is acquiring its Interests for its own account for investment purposes only and not with a view to resale or distribution. B. CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS The following is a summary of certain aspects of the income taxation of the Series and its Members which should be considered by a prospective Member. The Series has not sought a ruling from the Internal Revenue Service of the United States of America (the "Service") or any other Federal, state or local agency or foreign tax authorities with respect to any of the tax issues affecting the Series, nor has it obtained an opinion of counsel with respect to any tax issues. This summary of certain aspects of the Federal income tax treatment of the Series is based upon the Internal Revenue Code of 1986, as amended (the "Code"), judicial decisions, Treasury Regulations (the "Regulations") and rulings in existence on the date hereof, all of which are subject to change. This summary does not discuss the impact of various proposals to amend the Code which could change certain of the tax consequences of an investment in the Series. This summary also does not discuss all of the tax consequences that may be relevant to a particular investor or to certain investors subject to special treatment under the Federal income tax laws, such as insurance companies. EACH PROSPECTIVE MEMBER SHOULD CONSULT WITH ITS OWN TAX ADVISOR IN ORDER TO FULLY UNDERSTAND THE FEDERAL, STATE, LOCAL AND FOREIGN INCOME TAX CONSEQUENCES OF AN INVESTMENT IN THE SERIES. In addition to the particular matters set forth in this section, tax-exempt organizations
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CONFIDENTIAL should review carefully those sections of the Memorandum regarding liquidity and other financial matters to ascertain whether the investment objectives of the Series are consistent with their overall investment plans. Each prospective tax-exempt Member is urged to consult its own counsel regarding the acquisition of Interests. Tax Treatment of Series Operations Classification of the Series. The Series intends to operate as a separate partnership for Federal tax purposes that is not a publicly traded partnership taxable as a corporation. If it were determined that the Series should be taxable as a corporation for Federal tax purposes (as a result of changes in the Code, the Regulations or judicial interpretations thereof, a material adverse change in facts, or otherwise), the taxable income of the Series would be subject to corporate income tax when recognized by the Series; distributions of such income, other than in certain redemptions of Interests, would be treated as dividend income when received by the Members to the extent of the current or accumulated earnings and profits of the Series; and Members would not be entitled to report profits or losses realized by the Series. The treatment of separate series of a series limited liability company, such as the Series, as a separate entity for tax purposes is not entirely clear. The Managing Member intends to treat the Series as a separate entity for Federal tax purposes. However, there can be no assurance that the Service will not determine that the Series and the other series of the Company should be treated as a single entity. Members should consult their own advisors regarding the tax consequences of an investment in a series limited liability company. The following discussion assumes that the Series will be treated as a separate partnership for Federal tax purposes. As a partnership, the Series generally is not itself subject to Federal income tax (see, however, "Tax Elections; Returns; Tax Audits" below). The Series files an annual partnership information return with the Service which reports the results of operations. Each Member is required to report separately on its income tax return its distributive share of the Series' net longterm capital gain or loss, net short-term capital gain or loss and all other items of ordinary income or loss. Each Member is taxed on its distributive share of the Series' taxable income and gain regardless of whether it has received or will receive a distribution from the Series. Allocation of Profits and Losses. Under the LLC Agreement and the Separate Series Agreement, the Series' items of income, deduction, gain, loss or credit actually recognized by the Series for income tax purposes for each fiscal year generally are to be allocated for income tax purposes among the Members and to their capital accounts in a manner consistent with the distributions of proceeds described above. There can be no assurance however, that the particular methodology of allocations used by the Series will be accepted by the Service. If such allocations are successfully challenged by the Service, the allocation of the Series' tax items among the Members may be affected. Tax Elections; Returns; Tax Audits. The Code generally provides for optional adjustments to the basis of partnership property upon distributions of partnership property to a
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CONFIDENTIAL partner and transfers of partnership interests (including by reason of death) provided that a partnership election has been made pursuant to Section 754. Under the LLC Agreement, the Managing Member, in his sole discretion, may cause the Series to make such an election. Any such election, once made, cannot be revoked without the Service's consent. As a result of the complexity and added expense of the tax accounting required to implement such an election, the Managing Member presently does not intend to make such election. The Managing Member decides how to report the partnership items on the Series' tax returns. In certain cases, the Series may be required to file a statement with the Service disclosing one or more positions taken on its tax return, generally where the tax law is uncertain or a position lacks clear authority. All Members are required under the Code to treat the partnership items consistently on their own returns, unless they file a statement with the Service disclosing the inconsistency. Given the uncertainty and complexity of the tax laws, it is possible that the Service may not agree with the manner in which the Series' items have been reported. In the event the income tax returns of the Series are audited by the Service, the tax treatment of the Series' incoe and deductions generally is determined at the trust level in a single proceeding rather than by individual audits of the Members. The Managing Member, designated as the "Tax Matters Partner," has considerable authority to make decisions affecting the tax treatment and procedural rights of all Members. In addition, the Tax Matters Partner has the authority to bind certain Members to settlement agreements and the right on behalf of all Members to extend the statute of limitations relating to the Members' tax liabilities with respect to Series items. Under new legislation, an audit adjustment to the Series' tax return for any tax year beginning after 2017 (a "Prior Year") could result in a tax liability (including interest and penalties) imposed on the Series for the year during which the adjustment is determined (the "Current Year"). The tax liability generally is determined by using the highest tax rates under the Code applicable to U.S. taxpayers although the Series may be able to use a lower rate to compute the tax liability by taking into account (to the extent it is the case and the implementing rules permit) that the Series has certain tax exempt partners. Alternatively, the Series may be able to elect with the Service to pass through such adjustments for any year to the partners who participated in the Series for the Prior Year, in which case each Prior Year participating partner, and not the Series, would be responsible for the payment of any tax deficiency, determined after including its share of the adjustments on its tax return for that year. If such an election is made by the Series, interest on any deficiency will be at a rate that is 2 percentage points higher than the otherwise applicable interest rate on tax underpayments. If such an election is not made, Current Year partners may bear the tax liability (including interest and penalties) arising from audit adjustments at significantly higher rates and in amounts that are unrelated to their Prior Year economic interests in the partnership items that were adjusted. Mandatory Basis Adjustments. The Series is generally required to adjust its tax basis in its assets in respect of all Members in cases of partnership distributions that result in a "substantial basis reduction" (i.e., in excess of $250,000) in respect of the Series' property. The Series is also required to adjust its tax basis in its assets in respect of a transferee, in the case of a sale or exchange of an interest, or a transfer upon death, when there exists a "substantial built-in loss" (i.e., in excess of $250,000) in respect of partnership property immediately after the
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CONFIDENTIAL transfer. For this reason, the Series will require (i) a Member who receives a distribution from the Series in connection with a complete withdrawal, (ii) a transferee of an Interest (including a transferee in case of death) and (iii) any other Member in appropriate circumstances to provide the Series with information regarding its adjusted tax basis in its Interest. Tax Consequences to a Withdrawing Member A Member receiving a cash liquidating distribution from the Series, in connection with a complete withdrawal from the Series, generally will recognize capital gain or loss to the extent of the difference between the proceeds received by such Member and such Member's adjusted tax basis in its partnership interest. Such capital gain or loss will be short-term, long-term, or some combination of both, depending upon the timing of the Member's contributions to the Series. However, a withdrawing Member will recognize ordinary income to the extent such Member's allocable share of the Series' "unrealized receivables" exceeds the Member's basis in such unrealized receivables (as determined pursuant to the Regulations). For these purposes, accrued but untaxed market discount, if any, on securities held by the Series will be treated as an unrealized receivable, with respect to which a withdrawing Member would recognize ordinary income. A Member receiving a cash nonliquidating distribution will recognize income in a similar manner only to the extent that the amount of the distribution exceeds such Member's adjusted tax basis in its partnership interest. Distributions of Property. A partner's receipt of a distribution of property from a partnership is generally not taxable. However, under Section 731 of the Code, a distribution consisting of marketable securities generally is treated as a distribution of cash (rather than property) unless the distributing partnership is an "investment partnership" within the meaning of Section 731(c)(3)(C)(i) and the recipient is an "eligible partner" within the meaning of Section 731(c)(3)(C)(iii). The Series will determine at the appropriate time whether it qualifies as an "investment partnership." Assuming it so qualifies, if a Member is an "eligible partner," which term should include a Member whose contributions to the Series consisted solely of cash, the rule treating a distribution of property as a distribution of cash would not apply. Tax Treatment of Series Investments In General. The Series expects to act as an investor, and not as a dealer, with respect to its securities transactions. An investor is a person who buys and sells securities for its own account. A dealer, on the other hand, is a person who purchases securities for resale to customers rather than for investment or speculation. Generally, the gains and losses realized by an investor on the sale of securities are capital gains and losses. Capital gains and losses recognized by the Series may be long-term or shortterm depending, in general, upon the length of time the Series maintains a particular investment position and, in some cases, upon the nature of the transaction. Property held for more than one year generally will be eligible for long-term capital gain or loss treatment. The application of certain rules relating to short sales, to so-called "straddle" and "wash sale" transactions and to Section 1256 Contracts (defined below) may serve to alter the treatment of the Series' securities positions.
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CONFIDENTIAL The Series may also realize ordinary income and losses with respect to its transactions. The Series may hold debt obligations with "original issue discount." In such case the Series would be required to include amounts in taxable income on a current basis even though receipt of such amounts may occur in a subsequent year. In addition, in some cases, dividend income can be imputed to the holder of certain equity interests or equity derivative instruments, such as options or convertible debt, as a result of an adjustment by the issuing corporation to the exercise or conversion ratio or as a result of other corporate action which has the effect of increasing a holder's interest in the earnings and profits or assets of the issuing corporation. The maximum ordinary income tax rate for individuals is 39.6% and, in general, the maximum individual income tax rate for "Qualified Dividends"1 and long-term capital gains is 20% (unless the taxpayer elects to be taxed at ordinary rates - see "Limitation on Deductibility of Interest and Short Sale Expenses" below), although in all cases the actual rates may be higher due to the phase out of certain tax deductions, exemptions and credits. The excess of capital losses over capital gains may be offset against the ordinary income of an individual taxpayer, subject to an annual deduction limitation of $3,000. Capital losses of an individual taxpayer may generally be carried forward to succeeding tax years to offset capital gains and then ordinary income (subject to the $3,000 annual limitation). For corporate taxpayers, the maximum income tax rate is 35%. Capital losses of a corporate taxpayer may be offset only against capital gains, but unused capital losses may be carried back three years (subject to certain limitations) and carried forward five years. In addition, individuals, estates and trusts are subject to a Medicare tax of 3.8% on net investment income ("NII") (or undistributed NII, in the case of estates and trusts) for each such taxable year, with such tax applying to the lesser of such income or the excess of such person's adjusted gross income (with certain adjustments) over a specified amount. 2 NII includes net income from interest, dividends, annuities, royalties and rents and net gain attributable to the disposition of investment property. It is generally anticipated that net income and gain attributable to an investment in the Series will be included in an investor's NII subject to this Medicare tax. However, the calculation of NII for purposes of the Medicare tax and taxable income for purposes of the regular income tax may be different. Furthermore, the Medicare tax and the regular income tax may be due in different taxable years with respect to the same income. The application of the tax (and the availability of particular elections) is quite complex. Investors are urged to consult their tax advisers regarding the consequences of these rules in respect of their investments. Section 1256 Contracts. In the case of Section 1256 Contracts, the Code generally applies a "mark-to-market" system of taxing unrealized gains and losses on such contracts and 1



A "Qualified Dividend" is generally a dividend from certain domestic corporations, and from certain foreign corporations that are either eligible for the benefits of a comprehensive income tax treaty with the United States or are readily tradable on an established securities market in the United States. Shares must be held for certain holding periods in order for a dividend thereon to be a Qualified Dividend. 2 The amount is $250,000 for married individuals filing jointly, $125,000 for married individuals filing separately, $200,000 for other individuals and the dollar amount at which the highest income tax bracket for estates and trusts begins.
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CONFIDENTIAL otherwise provides for special rules of taxation. A Section 1256 Contract includes certain regulated futures contracts and certain other contracts. Under these rules, Section 1256 Contracts held by the Series at the end of each taxable year of the Series are treated for Federal income tax purposes as if they were sold by the Series for their fair market value on the last business day of such taxable year. The net gain or loss, if any, resulting from such deemed sales (known as "marking to market"), together with any gain or loss resulting from actual sales of Section 1256 Contracts, must be taken into account by the Series in computing its taxable income for such year. If a Section 1256 Contract held by the Series at the end of a taxable year is sold in the following year, the amount of any gain or loss realized on such sale will be adjusted to reflect the gain or loss previously taken into account under the "mark-to-market" rules. With certain exceptions, capital gains and losses from such Section 1256 Contracts generally are characterized as short-term capital gains or losses to the extent of 40% thereof and as long-term capital gains or losses to the extent of 60% thereof. If an individual taxpayer incurs a net capital loss for a year, the portion thereof, if any, which consists of a net loss on Section 1256 Contracts may, at the election of the taxpayer, be carried back three years. Losses so carried back may be deducted only against net capital gain to the extent that such gain includes gains on Section 1256 Contracts. A Section 1256 Contract does not include any "securities futures contract" or any option on such a contract, other than a "dealer securities futures contract" (see "Certain Securities Futures Contracts"). Certain Securities Futures Contracts. Generally, a securities futures contract is a contract of sale for future delivery of a single security or a narrow-based security index. Any gain or loss from the sale or exchange of a securities futures contract (other than a "dealer securities futures contract") is treated as gain or loss from the sale or exchange of property that has the same character as the property to which the contract relates has (or would have) in the hands of the taxpayer. If the underlying security would be a capital asset in the taxpayer's hands, then gain or loss from the sale or exchange of the securities futures contract would be capital gain or loss. Capital gain or loss from the sale or exchange of a securities futures contract to sell property (i.e., the short side of a securities futures contract) generally will be short-term capital gain or loss. A "dealer securities futures contract" is treated as a Section 1256 Contract. A "dealer securities futures contract" is a securities futures contract, or an option to enter into such a contract, that (1) is entered into by a dealer (or, in the case of an option, is purchased or granted by the dealer) in the normal course of its trade or business activity of dealing in the contracts and (2) is traded on a qualified board of trade or exchange. Mixed Straddle Election. The Code allows a taxpayer to elect to offset gains and losses from positions which are part of a "mixed straddle." A "mixed straddle" is any straddle in which one or more but not all positions are Section 1256 Contracts. Pursuant to Temporary Regulations, the Series may be eligible to elect to establish one or more mixed straddle accounts for certain of its mixed straddle trading positions. The mixed straddle account rules require a daily "marking to market" of all open positions in the account and a daily netting of gains and losses from positions in the account. At the end of a taxable year, the annual net gains or losses from the mixed straddle account are recognized for tax purposes. The application of the Temporary Regulations' mixed straddle account rules is not entirely clear. Therefore, there is no
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CONFIDENTIAL assurance that a mixed straddle account election by the Series will be accepted by the Service. Short Sales. Gain or loss from a short sale of property is generally considered as capital gain or loss to the extent the property used to close the short sale constitutes a capital asset in the Series' hands. Except with respect to certain situations where the property used to close a short sale has a long-term holding period on the date the short sale is entered into, gains on short sales generally are short-term capital gains. A loss on a short sale will be treated as a long-term capital loss if, on the date of the short sale, "substantially identical property" has been held by the Series for more than one year. In addition, these rules may also terminate the running of the holding period of "substantially identical property" held by the Series. Gain or loss on a short sale will generally not be realized until such time that the short sale is closed. However, if the Series holds a short sale position with respect to stock, certain debt obligations or partnership interests that has appreciated in value and then acquires property that is the same as or substantially identical to the property sold short, the Series generally will recognize gain on the date it acquires such property as if the short sale were closed on such date with such property. Similarly, if the Series holds an appreciated financial position with respect to stock, certain debt obligations, or partnership interests and then enters into a short sale with respect to the same or substantially identical property, the Series generally will recognize gain as if the appreciated financial position were sold at its fair market value on the date it enters into the short sale. The subsequent holding period for any appreciated financial position that is subject to these constructive sale rules will be determined as if such position were acquired on the date of the constructive sale. Effect of Straddle Rules on Members' Securities Positions. The Service may treat certain positions in securities held (directly or indirectly) by a Member and its indirect interest in similar securities held by the Series as "straddles" for Federal income tax purposes. Investors should consult their tax advisors regarding the application of the "straddle" rules to their investment in the Series. Limitation on Deductibility of Interest and Short Sale Expenses. For noncorporate taxpayers, Section 163(d) of the Code limits the deduction for "investment interest" (i.e., interest or short sale expenses for "indebtedness properly allocable to property held for investment"). Investment interest is not deductible in the current year to the extent that it exceeds the taxpayer's "net investment income," consisting of net gain and ordinary income derived from investments in the current year less certain directly connected expenses (other than interest or short sale expenses). For this purpose, Qualified Dividends and long-term capital gains are excluded from net investment income unless the taxpayer elects to pay tax on such amounts at ordinary income tax rates. Inasmuch as the Series will not itself incur margin debt, generally the foregoing rules would not be applicable to noncorporate Members. Such rules would be applicable, however, to a Member's share of interest incurred by a partnership in which the Series invests. The investment interest limitation would also apply to interest paid by a noncorporate Member on money borrowed to finance its investment in the Series.



H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J



Page 56



CONFIDENTIAL Deductibility of Series Investment Expenditures and Certain Other Expenditures. Investment expenses (e.g., investment advisory fees) of an individual, trust or estate are deductible only to the extent they exceed 2% of adjusted gross income. In addition, the Code further restricts the ability of an individual with an adjusted gross income in excess of a specified amount3 to deduct such investment expenses. Under such provision, there is a limitation on the deductibility of investment expenses in excess of 2% of adjusted gross income to the extent such excess expenses (along with certain other itemized deductions) exceed the lesser of (i) 3% of the excess of the individual's adjusted gross income over the specified amount or (ii) 80% of the amount of certain itemized deductions otherwise allowable for the taxable year. Moreover, such investment expenses are miscellaneous itemized deductions which are not deductible by a noncorporate taxpayer in calculating its alternative minimum tax liability. Pursuant to Temporary Regulations issued by the Treasury Department, these limitations on deductibility will likely apply to a noncorporate Member's share of certain expenses of the Series, including the Management Fee and payments made on certain derivative instruments. The consequences of these limitations will vary depending upon the particular tax situation of each taxpayer. Accordingly, noncorporate Members should consult their tax advisors with respect to the application of these limitations. The Series may elect to deduct organizational expenses for tax purposes over a fixed period of 180 months. Application of Rules for Income and Losses from Passive Activities. The Code restricts the deductibility of losses from a "passive activity" against certain income which is not derived from a passive activity. This restriction applies to individuals, personal service corporations and certain closely held corporations. Pursuant to Temporary Regulations issued by the Treasury Department, income or loss from the Series' investment and trading activity generally will not constitute income or loss from a passive activity. Therefore, passive losses from other sources generally could not be deducted against a Member's share of such income and gain from the Series. Income or loss attributable to certain activities of the Series, including investments in partnerships engaged in certain trades or businesses may constitute passive activity income or loss. Application of Basis and "At Risk" Limitations on Deductions. The amount of any loss of the Series that a Member is entitled to include in its income tax return is limited to its adjusted tax basis in its Interest as of the end of the Series' taxable year in which such loss occurred. Generally, a Member's adjusted tax basis for its Interest is equal to the amount paid for such Interest, increased by the sum of (i) its share of the Series' liabilities, as determined for Federal income tax purposes, and (ii) its distributive share of the Series' realized income and gains, and decreased (but not below zero) by the sum of (i) distributions (including decreases in its share of 3



The specified amount for taxable years beginning during 2016 is $311,300 for married individuals filing jointly, $155,650 for married individuals filing separately, $285,350 for heads of households and $259,400 for other individuals.
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CONFIDENTIAL Series liabilities) made by the Series to such Member and (ii) such Member's distributive share of the Series' realized losses and expenses. Similarly, a Member that is subject to the "at risk" limitations (generally, noncorporate taxpayers and closely held corporations) may not deduct losses of the Series to the extent that they exceed the amount such Member has "at risk" with respect to its Interest at the end of the year. The amount that a Member has "at risk" will generally be the same as its adjusted basis as described above, except that it will generally not include any amount attributable to liabilities of the Series or any amount borrowed by the Member on a non-recourse basis. Losses denied under the basis or "at risk" limitations are suspended and may be carried forward in subsequent taxable years, subject to these and other applicable limitations. "Phantom Income" From Series Investments. Pursuant to various "anti-deferral" provisions of the Code (the "Subpart F" and "passive foreign investment company" provisions), investments (if any) by the Series in certain foreign corporations may cause a Member to (i) recognize taxable income prior to the Series' receipt of distributable proceeds, (ii) pay an interest charge on receipts that are deemed as having been deferred or (iii) recognize ordinary income that, but for the "anti-deferral" provisions, would have been treated as long-term or short-term capital gain. Foreign Taxes It is possible that certain dividends and interest received by the Series from sources within foreign countries will be subject to withholding taxes imposed by such countries. In addition, the Series may also be subject to capital gains taxes in some of the foreign countries where it purchases and sells securities. Tax treaties between certain countries and the United States may reduce or eliminate such taxes. It is impossible to predict in advance the rate of foreign tax the Series will pay since the amount of the Series' assets to be invested in various countries is not known. The Members will be informed by the Series as to their proportionate share of the foreign taxes paid by the Series, which they will be required to include in their income. The Members generally will be entitled to claim either a credit (subject, however, to various limitations on foreign tax credits) or, if they itemize their deductions, a deduction (subject to the limitations generally applicable to deductions) for their share of such foreign taxes in computing their Federal income taxes. A Member that is tax-exempt will not ordinarily benefit from such credit or deduction. Unrelated Business Taxable Income Generally, an exempt organization is exempt from Federal income tax on its passive investment income, such as dividends, interest and capital gains, whether realized by the
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CONFIDENTIAL organization directly or indirectly through a partnership in which it is a partner.4 This general exemption from tax does not apply to the "unrelated business taxable income" ("UBTI") of an exempt organization. Generally, except as noted above with respect to certain categories of exempt trading activity, UBTI includes income or gain derived (either directly or through partnerships) from a trade or business, the conduct of which is substantially unrelated to the exercise or performance of the organization's exempt purpose or function. UBTI also includes "unrelated debt-financed income," which generally consists of (i) income derived by an exempt organization (directly or through a partnership) from income-producing property with respect to which there is "acquisition indebtedness" at any time during the taxable year, and (ii) gains derived by an exempt organization (directly or through a partnership) from the disposition of property with respect to which there is "acquisition indebtedness" at any time during the twelve-month period ending with the date of such disposition. With respect to its investments in partnerships engaged in a trade or business, the Series' income (or loss) from these investments may constitute UBTI. The Series may incur "acquisition indebtedness" with respect to certain of its transactions, such as the purchase of securities on margin. Based upon a published ruling issued by the Service which generally holds that income and gain with respect to short sales of publicly traded stock does not constitute income from debt financed property for purposes of computing UBTI, the Series will treat its short sales of securities as not involving "acquisition indebtedness" and therefore not resulting in UBTI.5 To the extent the Series recognizes income (i.e., dividends and interest) from securities with respect to which there is "acquisition indebtedness" during a taxable year, the percentage of such income which will be treated as UBTI generally will be based on the percentage which the "average acquisition indebtedness" incurred with respect to such securities is of the "average amount of the adjusted basis" of such securities during the taxable year. To the extent the Series recognizes gain from securities with respect to which there is "acquisition indebtedness" at any time during the twelve-month period ending with the date of their disposition, the percentage of such gain which will be treated as UBTI will be based on the percentage which the highest amount of such "acquisition indebtedness" is of the "average amount of the adjusted basis" of such securities during the taxable year. In determining the unrelated debt-financed income of the Series, an allocable portion of deductions directly connected with the Series' debt-financed property is taken into account. Thus, for instance, a percentage of losses from debt-financed securities (based on the debt/basis percentage calculation described above) would offset gains treated as UBTI. Since the calculation of the Series' "unrelated debt-financed income" is complex and will 4



With certain exceptions, tax-exempt organizations which are private foundations are subject to a 2% Federal excise tax on their "net investment income." The rate of the excise tax for any taxable year may be reduced to 1% if the private foundation meets certain distribution requirements for the taxable year. A private foundation will be required to make payments of estimated tax with respect to this excise tax. 5 Moreover, income realized from option writing and futures contract transactions generally would not constitute UBTI.
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CONFIDENTIAL depend in large part on the amount of leverage, if any, used by the Series from time to time, 6 it is impossible to predict what percentage of the Series' income and gains will be treated as UBTI for a Member which is an exempt organization. An exempt organization's share of the income or gains of the Series which is treated as UBTI may not be offset by losses of the exempt organization either from the Series or otherwise, unless such losses are treated as attributable to an unrelated trade or business (e.g., losses from securities for which there is acquisition indebtedness). To the extent that the Series generates UBTI, the applicable Federal tax rate for such a Member generally would be either the corporate or trust tax rate depending upon the nature of the particular exempt organization. An exempt organization may be required to support, to the satisfaction of the Service, the method used to calculate its UBTI. The Series will be required to report to a Member which is an exempt organization information as to the portion, if any, of its income and gains from the Series for each year which will be treated as UBTI. The calculation of such amount with respect to transactions entered into by the Series is highly complex, and there is no assurance that the Series' calculation of UBTI will be accepted by the Service. In general, if UBTI is allocated to an exempt organization such as a qualified retirement plan or a private foundation, the portion of the Series' income and gains which is not treated as UBTI will continue to be exempt from tax, as will the organization's income and gains from other investments which are not treated as UBTI. Therefore, the possibility of realizing UBTI from its investment in the Series generally should not affect the tax-exempt status of such an exempt organization.7 In addition, a charitable remainder trust will be subject to a 100% excise tax on any UBTI under Section 664(c) of the Code. A title-holding company will not be exempt from tax if it has certain types of UBTI. Moreover, the charitable contribution deduction for a trust under Section 642(c) of the Code may be limited for any year in which the trust has UBTI. A prospective investor should consult its tax advisor with respect to the tax consequences of receiving UBTI from the Series. (See "ERISA Considerations.") Certain Issues Pertaining to Specific Exempt Organizations Private Foundations. Private foundations and their managers are subject to excise taxes if they invest "any amount in such a manner as to jeopardize the carrying out of any of the foundation's exempt purposes." This rule requires a foundation manager, in making an investment, to exercise "ordinary business care and prudence" under the facts and circumstances prevailing at the time of making the investment, in providing for the short-term and long-term needs of the foundation to carry out its exempt purposes. The factors which a foundation manager may take into account in assessing an investment include the expected rate of return 6



The calculation of a particular exempt organization's UBTI would also be affected if it incurs indebtedness to finance its investment in the Series. An exempt organization is required to make estimated tax payments with respect to its UBTI. 7 Certain exempt organizations which realize UBTI in a taxable year will not constitute "qualified organizations" for purposes of Section 514(c)(9)(B)(vi)(I) of the Code, pursuant to which, in limited circumstances, income from certain real estate partnerships in which such organizations invest might be treated as exempt from UBTI. A prospective tax-exempt Unitholder should consult its tax advisor in this regard.
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CONFIDENTIAL (both income and capital appreciation), the risks of rising and falling price levels, and the need for diversification within the foundation's portfolio. In order to avoid the imposition of an excise tax, a private foundation may be required to distribute on an annual basis its "distributable amount," which includes, among other things, the private foundation's "minimum investment return," defined as 5% of the excess of the fair market value of its nonfunctionally related assets (assets not used or held for use in carrying out the foundation's exempt purposes), over certain indebtedness incurred by the foundation in connection with such assets. It appears that a foundation's investment in the Series would most probably be classified as a nonfunctionally related asset. A determination that an interest in the Series is a nonfunctionally related asset could conceivably cause cash flow problems for a prospective Member which is a private foundation. Since the Series will not distribute its annual profits (other than the tax distribution) and will not ordinarily allow withdrawals until the termination of the Series, any such distribution may have to be made from other assets of the foundation. Moreover, Such an organization could be required to make distributions in an amount determined by reference to unrealized appreciation in the value of its interest in the Series. Of course, this factor would create less of a problem to the extent that the value of the investment in the Series is not significant in relation to the value of other assets held by a foundation. In some instances, an investment in the Series by a private foundation may be prohibited by the "excess business holdings" provisions of the Code. For example, if a private foundation (either directly or together with a "disqualified person") acquires more than 20% of the capital interest or profits interest of the Series, the private foundation may be considered to have "excess business holdings." If this occurs, such foundation may be required to divest itself of its interest in the Series in order to avoid the imposition of an excise tax. However, the excise tax will not apply if at least 95% of the gross income from the Series is "passive" within the applicable provisions of the Code and Regulations. There can be no assurance that the Series will meet such 95% gross income test. A substantial percentage of investments of certain "private operating foundations" may be restricted to assets directly devoted to their tax-exempt purposes. Otherwise, generally, rules similar to those discussed above govern their operations. Qualified Retirement Plans. Employee benefit plans subject to the provisions of ERISA, Individual Retirement Accounts and Keogh Plans should consult their counsel as to the implications of such an investment under ERISA and the Code. (See "ERISA Considerations.") Endowment Funds. Investment managers of endowment funds should consider whether the acquisition of an Interest is legally permissible. This is not a matter of Federal law, but is determined under state statutes. It should be noted, however, that under the Uniform Management of Institutional Funds Act, which has been adopted, in various forms, by a large number of states, participation in investment partnerships or similar organizations in which funds are commingled and investment determinations are made by persons other than the governing board of the endowment fund is allowed.
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CONFIDENTIAL Excise Tax on Certain Reportable Transactions A tax-exempt entity (including a state or local government or its political subdivision) may be subject to an excise tax equal to the greater of (i) one hundred percent (100%) of the net income or (ii) seventy five percent (75%) of the proceeds, attributable to certain "reportable transactions", including "listed transactions", in which it participates. Under Regulations, these rules should not apply to a tax-exempt investor's Interest if such investor's tax-exempt status does not facilitate the Series's participation, if any, in such transactions, unless otherwise provided in future guidance. Tax-exempt investors should discuss with their own advisors the applicability of these rules to their investment in the Series. (See "Tax Shelter Reporting Requirements" below.) Certain Reporting Obligations Certain U.S. persons ("potential filers") that own (directly or indirectly) more than 50% of the capital or profits of the Series may be required to file FinCEN Form 114 (an "FBAR") with respect to the Series' investments in foreign financial accounts. Failure to file a required FBAR may result in civil and criminal penalties. Potential filers should consult with their own advisors as to whether they are obligated to file an FBAR with respect to an investment in the Series. Tax Shelter Reporting Requirements The Regulations require the Series to complete and file Form 8886 ("Reportable Transaction Disclosure Statement") with its tax return for any taxable year in which the Series participates in a "reportable transaction." Additionally, each Member treated as participating in a reportable transaction of the Series is generally required to file Form 8886 with its tax return (or, in certain cases, within 60 days of the return's due date). If the Service designates a transaction as a reportable transaction after the filing of a taxpayer's tax return for the year in which the Series or a Member participated in the transaction, the Series and/or such Member may have to file Form 8886 with respect to that transaction within 90 days after the Service makes the designation. The Series and any such Member, respectively, must also submit a copy of the completed form with the Service's Office of Tax Shelter Analysis. The Series intends to notify the Members that it believes (based on information available to the Series) are required to report a transaction of the Series, and intends to provide such Members with any available information needed to complete and submit Form 8886 with respect to the Series' transactions. In certain situations, there may also be a requirement that a list be maintained of persons participating in such reportable transactions, which could be made available to the Service at its request. A Member's recognition of a loss upon its disposition of an interest in the Series could also constitute a "reportable transaction" for such Member, requiring such Member to file Form 8886. A significant penalty is imposed on taxpayers who participate in a "reportable transaction" and fail to make the required disclosure. The maximum penalty is $10,000 for natural persons and $50,000 for other persons (increased to $100,000 and $200,000, respectively,
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CONFIDENTIAL if the reportable transaction is a "listed" transaction). Investors should consult with their own advisors concerning the application of these reporting obligations to their specific situations. State and Local Taxation In addition to the Federal income tax consequences described above, prospective investors should consider potential state and local tax consequences of an investment in the Series. State and local laws often differ from Federal income tax laws with respect to the treatment of specific items of income, gain, loss, deduction and credit. A Member's distributive share of the taxable income or loss of the Series generally will be required to be included in determining its reportable income for state and local tax purposes in the jurisdiction in which it is a resident. A partnership in which the Series acquires an interest may conduct business in a jurisdiction which will subject to tax a Member's share of the partnership's income from that business and may cause Members to file tax returns in those jurisdictions. Prospective investors should consult their tax advisors with respect to the availability of a credit for such tax in the jurisdiction in which that Member is a resident. The tax laws of various states and localities limit or eliminate the deductibility of itemized deductions for certain taxpayers. These limitations may apply to a Member's share of some or all of the Series' expenses, including interest expense, to the extent that the expenses are not considered to be trade or business expenses in the applicable jurisdiction. Prospective investors are urged to consult their tax advisors with respect to the impact of these provisions on the deductibility of certain itemized deductions, including interest expense, on their tax liabilities in the jurisdictions in which they are resident. One or more states may impose reporting requirements on the Series and/or its Members in a manner similar to that described above in "Tax Shelter Reporting Requirements." Investors should consult with their own advisors as to the applicability of such rules in jurisdictions which may require or impose a filing requirement. The Series does not expect to be subject to the New York City unincorporated business tax, which is not imposed on a partnership which purchases and sells securities for its "own account." (This exemption may not be applicable to the extent a partnership in which the Series invests conducts a business in New York City.) By reason of a similar "own account" exemption, it is also expected that a nonresident individual Member should not be subject to New York State personal income tax with respect to his share of income or gain realized directly by the Series. Individual Members who are residents of New York State and New York City should be aware that the New York State and New York City personal income tax laws limit the deductibility of itemized deductions and interest expense for individual taxpayers at certain income levels. These limitations would likely apply to a Member's share of some or all of the Series' expenses. Prospective Members are urged to consult their tax advisors with respect to the impact of these provisions and the Federal limitations on the deductibility of certain itemized deductions and investment expenses on their New York State and New York City tax liability.
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CONFIDENTIAL For purposes of the New York State corporate franchise tax and the New York City general corporation tax, a corporation generally is treated as doing business in New York State and New York City, respectively, and is subject to such corporate taxes as a result of the ownership of a partnership interest in a partnership which does business in New York State and New York City, respectively.8 Each of the New York State and New York City corporate taxes are imposed, in part, on the corporation's taxable income or capital allocable to the relevant jurisdiction by application of the appropriate allocation percentages. Moreover, a non-New York corporation which does business in New York State may be subject to a New York State license fee. A corporation which is subject to New York State corporate franchise tax solely as a result of being a Member in a New York partnership may, under certain circumstances, elect to compute its New York State corporate franchise tax by taking into account only its distributive share of such partnership's income and loss. There is currently no similar provision in effect for purposes of the New York City general corporation tax. Regulations under both the New York State corporate franchise tax and the New York City general corporation tax, however, provide an exception to this general rule in the case of a "portfolio investment partnership", which is defined, generally, as a partnership which meets the gross income requirements of Section 851(b)(2) of the Code. New York State (but not New York City) has adopted regulations that also include income and gains from commodity transactions described in Section 864(b)(2)(B)(iii) as qualifying gross income for this purpose. New York State imposes a quarterly withholding obligation on certain partnerships with respect to partners that are individual non-New York residents or corporations (other than "S" corporations). Accordingly, the Series may be required to withhold on the distributive shares of New York source partnership income allocable to such partners to the extent such income is not derived from trading in securities for the Series' own account. A trust or other unincorporated organization which by reason of its purposes or activities is exempt from Federal income tax is generally also exempt from New York State and New York City personal income tax. A nonstock corporation which is exempt from Federal income tax is generally presumed to be exempt from New York State corporate franchise tax and New York City general corporation tax. New York State imposes a tax with respect to such exempt entities on UBTI (including unrelated debt-financed income) at a rate which is currently equal to 9%. There is no New York City tax on the UBTI of an otherwise exempt entity. Each prospective Member should consult its tax advisor with regard to the New York State and New York City tax consequences of an investment in the Series. Partnership Information Returns and Audit Procedures. The Internal Revenue Service may audit the federal income tax returns filed by a Series. Adjustments resulting from 8



New York State (but not New York City) generally exempts from corporate franchise tax a non-New York corporation which (i) does not actually or constructively own a 1% or greater limited partnership interest in a partnership doing business in New York and (ii) has a tax basis in such limited partnership interest not greater than $1 million.
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CONFIDENTIAL any such audit may require each Member to adjust a prior year’s tax liability and could result in an audit of the Member’s own return. Any audit of a Member’s return could result in adjustments of non-partnership items as well as items attributable to the Series. Partnerships are generally treated as separate entities for purposes of federal tax audits, judicial review of administrative adjustments by the Internal Revenue Service and tax settlement proceedings. The tax treatment of partnership items of income, gain, loss and deduction are determined at the partnership level in a unified partnership proceeding rather than in separate proceedings with the Members. The Managing Member will be the tax matters partner with respect to each Series. C.



ERISA CONSIDERATIONS



The following summary of certain aspects of ERISA is based upon ERISA, judicial decisions, U.S. Department of Labor (“DOL”) regulations and rulings in existence on the date hereof. This summary is general in nature and does not address every ERISA issue that may be applicable to the Series, or a particular investor. Accordingly, each prospective investor should consult with its own counsel in order to understand the ERISA issues affecting the Series and the investor. General Persons who are fiduciaries with respect to a U.S. employee benefit plan or trust within the meaning of and subject to the provisions of ERISA (an “ERISA Plan”), an individual retirement account or a Keogh plan subject solely to the provisions of the Code* (an “Individual Retirement Fund”) should consider, among other things, the matters described below before determining whether to invest in the Series. ERISA imposes certain general and specific responsibilities on persons who are fiduciaries with respect to an ERISA Plan, including prudence, diversification, avoidance of prohibited transactions and compliance with other standards. In determining whether a particular investment is appropriate for an ERISA Plan, DOL regulations provide that a fiduciary of an ERISA Plan must give appropriate consideration to, among other things, the role that the investment plays in the ERISA Plan’s portfolio, taking into consideration whether the investment is designed reasonably to further the ERISA Plan’s purposes, the risk and return factors of the potential investment, [including the fact that the returns may be subject to U.S. federal tax as unrelated business taxable income,]9 the portfolio’s composition with regard to diversification, the liquidity and current return of the total portfolio relative to the anticipated cash flow needs of the ERISA Plan, the projected return of the total portfolio relative to the ERISA Plan’s funding objectives, and the limitation on the rights of Members to withdraw all or a portion of the balance in their Capital Accounts or to transfer their Interests. Before investing the assets of an ERISA Plan in the Series, a fiduciary should determine whether such an investment is consistent * 9



References hereinafter made to ERISA include parallel references to the Code. Delete reference to UBTI if the Series will not have any UBTI. Discuss with Tax.
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CONFIDENTIAL with its fiduciary responsibilities and the foregoing regulations. For example, a fiduciary should consider whether an investment in the Series may be too illiquid or too speculative for a particular ERISA Plan and whether the assets of the ERISA Plan would be sufficiently diversified. If a fiduciary with respect to any such ERISA Plan breaches its responsibilities with regard to selecting an investment or an investment course of action for such ERISA Plan, the fiduciary may be held personally liable for losses incurred by the ERISA Plan as a result of such breach. Plan Assets Defined ERISA and applicable DOL regulations describe when the underlying assets of an entity in which “benefit plan investors”, as defined in Section 3(42) of ERISA and any regulations promulgated thereunder (“Benefit Plan Investors”), invest are treated as “plan assets” for purposes of ERISA. Under ERISA, the term Benefit Plan Investors is defined to include an “employee benefit plan” that is subject to the provisions of Title I of ERISA, a “plan” that is subject to the prohibited transaction provisions of Section 4975 of the Code, and entities the assets of which are treated as “plan assets” by reason of investment therein by Benefit Plan Investors. Under ERISA, as a general rule, when an ERISA Plan invests assets in another entity, the ERISA Plan’s assets include its investment, but do not, solely by reason of such investment, include any of the underlying assets of the entity. However, when an ERISA Plan acquires an “equity interest” in an entity that is neither: (a) a “publicly offered security”; nor (b) a security issued by an investment fund registered under the Company Act, then the ERISA Plan’s assets include both the equity interest and an undivided interest in each of the underlying assets of the entity, unless it is established that: (i) the entity is an “operating company”; or (ii) the equity participation in the entity by Benefit Plan Investors is limited. Under ERISA, the assets of an entity will not be treated as “plan assets” if Benefit Plan Investors hold less than 25% (or such greater percentage as may be specified in regulations promulgated by the DOL) of the value of each class of equity interests in the entity. Equity interests held by a person with discretionary authority or control with respect to the assets of the entity and equity interests held by a person who provides investment advice for a fee (direct or indirect) with respect to such assets or any affiliate of any such person (other than a Benefit Plan Investor) are not considered for purposes of determining whether the assets of an entity will be treated as “plan assets” for purposes of ERISA. The Benefit Plan Investor percentage of ownership test applies at the time of an acquisition by any person of the equity interests. In addition, an advisory opinion of the DOL takes the position that a withdrawal of an equity interest by an investor constitutes the acquisition of an equity interest by the remaining investors (through an increase in their percentage ownership of the remaining equity interests), thus triggering an application of the Benefit Plan Investor percentage of ownership test at the time of the withdrawal. Under the Regulation, because the assets and liabilities of each Series are segregated from the assets and liabilities of each other Series, the entity to be tested is the
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CONFIDENTIAL particular Series in which the Benefit Plan Investor invests and the fact that Benefit Plan Investors may own 25% or more of the class of equity interests representing a particular Series will not cause the assets of any other Series to be treated as “plan assets” for purposes of ERISA unless Benefit Plan Investors own 25% or more of the class of equity interests representing such other Series. Limitation on Investments by Benefit Plan Investors It is the current intent of the Managing Member to monitor the investments in the Interests issued with respect to each Series to ensure that the aggregate investment by Benefit Plan Investors does not equal or exceed 25% (or such greater percentage as may be specified in regulations promulgated by the DOL) of the value of any class of Interests issued with respect to any particular Series so that assets of each Series will not be treated as “plan assets” under ERISA. Equity interests held by the Managing Member or its affiliates (other than a Benefit Plan Investor) are not considered for purposes of determining whether the assets of a particular Series will be treated as “plan assets” for the purpose of ERISA. If the assets of a particular Series were treated as “plan assets” of a Benefit Plan Investor, the Investment Manager would be a “fiduciary” (as defined in ERISA and the IRC) with respect to each Benefit Plan Investor that invested in such Series and would be subject to the obligations and liabilities imposed on fiduciaries by ERISA. In such circumstances, such particular Series would be subject to various other requirements of ERISA and the Code. In particular, such Series would be subject to rules restricting transactions with “parties in interest” and prohibiting transactions involving conflicts of interest on the part of fiduciaries which might result in a violation of ERISA and the Code unless the Company obtained appropriate exemptions from the DOL allowing such particular Series to conduct its operations as described herein. As described above under “Summary of Terms–Transfers and Withdrawals”, the Managing Member may, in its sole discretion, require any Member to withdraw all or any portion of the balance in its Capital Account(s), including, without limitation, to ensure compliance with the percentage limitation on investment in such Series by Benefit Plan Investors as set forth above. The Managing Member reserves the right, however, to waive the percentage limitation on investment in such particular Series by Benefit Plan Investors and thereafter to comply with ERISA. Representations by Plans An ERISA Plan proposing to invest in a Series will be required to represent that it is, and any fiduciaries responsible for the ERISA Plan’s investments are, aware of and understand the Series’ investment objectives, policies and strategies, and that the decision to invest plan assets in the Series was made with appropriate consideration of relevant investment factors with regard to the ERISA Plan and is consistent with the duties and responsibilities imposed upon fiduciaries with regard to their investment decisions under ERISA.
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CONFIDENTIAL



Whether or not the assets of the Series are treated as “plan assets” for purposes of ERISA, an investment in the Series by an ERISA Plan is subject to ERISA. Accordingly, fiduciaries of ERISA Plans should consult with their own counsel as to the consequences under ERISA of an investment in the Series.



ERISA Plans and Individual Retirement Funds Having Prior Relationships with the Managing Member or its Affiliates Certain prospective ERISA Plan and Individual Retirement Fund investors may currently maintain relationships with the Managing Member or other entities that are affiliated with the Managing Member. Each of such entities may be deemed to be a party in interest to, and/or a fiduciary of, any ERISA Plan or Individual Retirement Fund to which any of the Managing Member or its affiliates provides investment management, investment advisory or other services. ERISA prohibits ERISA Plan assets to be used for the benefit of a party in interest and also prohibits an ERISA Plan fiduciary from using its position to cause the ERISA Plan to make an investment from which it or certain third parties in which such fiduciary has an interest would receive a fee or other consideration. Similar provisions are imposed by the Code with respect to Individual Retirement Funds. ERISA Plan and Individual Retirement Fund investors should consult with counsel to determine if participation in the Series is a transaction that is prohibited by ERISA or the Code. Eligible Indirect Compensation The disclosures set forth in this Memorandum constitute the Investment Manager’s good faith efforts to comply with the disclosure requirements of Form 5500, Schedule C and allow for the treatment of its compensation as eligible indirect compensation. Future Regulations and Rulings The provisions of ERISA are subject to extensive and continuing administrative and judicial interpretation and review. The discussion of ERISA contained herein is, of necessity, general and may be affected by future publication of regulations and rulings. Potential investors should consult with their legal advisers regarding the consequences under ERISA of the acquisition and ownership of Interests. D. INVESTOR SUITABILITY STANDARDS THIS OFFERING IS MADE IN RELIANCE UPON AN EXEMPTION FROM REGISTRATION PROVIDED BY REGULATION S AND SECTION 4(a)(2) OF THE ACT. THE SECURITIES MAY NOT BE OFFERED OR SOLD IN THE ABSENCE OF REGISTRATION OR AN EXEMPTION THEREFROM UNDER, OR OTHERWISE IN ACCORDANCE WITH RULE 144 (IF AVAILABLE) UNDER SAID ACT. EACH INVESTOR WILL BE REQUIRED TO REPRESENT THAT THE SECURITIES ARE BEING ACQUIRED FOR THE INVESTOR’S OWN ACCOUNT, AND NOT FOR THE
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CONFIDENTIAL ACCOUNT OF OTHERS, FOR INVESTMENT PURPOSES ONLY AND NOT WITH A VIEW TO THE SALE OR DISTRIBUTION THEREOF IN WHOLE OR IN PART. THE SPECULATIVE NATURE OF THE COMPANY’S BUSINESS MAKES THE PURCHASE OF INTERESTS SUITABLE ONLY FOR INVESTORS WHO HAVE ADEQUATE FINANCIAL MEANS AND WHO CAN AFFORD THE TOTAL LOSS OF THEIR INVESTMENT. ACCORDINGLY, INVESTORS WILL BE REQUIRED TO MAKE CERTAIN REPRESENTATIONS AS TO THEIR NET WORTH, INCOME AND ABILITY TO BEAR THE LOSS OF THEIR INVESTMENT. ADDITIONALLY, WE SHALL REQUEST ADDITIONAL DOCUMENTATION FROM CERTAIN INVESTORS IN ORDER TO VERIFY THEIR ACCREDITED STATUS. THE SUITABILITY STANDARDS DISCUSSED BELOW REPRESENT MINIMUM SUITABILITY STANDARDS FOR PROSPECTIVE INVESTORS. PROSPECTIVE INVESTORS ARE ENCOURAGED TO CONSULT THEIR OWN INVESTMENT OR TAX ADVISORS, ACCOUNTANTS, LEGAL COUNSEL AND/OR OTHER ADVISORS TO DETERMINE WHETHER AN INVESTMENT IN THE INTERESTS IS APPROPRIATE. SEE “RISK FACTORS AND INVESTMENT CONSIDERATIONS.” Criteria of Non-U.S. Person for Regulation S: Non-U.S. Persons We may offer and sell the Units outside the United States in reliance on Regulation S under the Securities Act. Regulation S provides an exemption from the registration and qualification provisions of the Securities Act with respect to investors that meet the eligibility requirements set forth in Rule 902 of the regulation. To meet these requirements, an investor must certify that: (a) The Series offered under this Memorandum are being offered and sold outside the United States to an entity or person located outside the United States, which is not a U.S. Person and which is not purchasing for the benefit or the account of a U.S. Person. A “U.S. person” is (i) any natural person resident in the United States; (ii) any partnership or corporation organized or incorporated under the laws of the United States; (iii) any estate of which any executor or administrator is a U.S. person; (iv) any trust of which any trustee is a U.S. person; (v) any agency or branch of a foreign entity located in the United States; (vi) any non-discretionary account or similar account (other than an estate or trust) held by a dealer or other fiduciary for the benefit or account of a U.S. person; (vii) any discretionary account or similar account (other than an estate or trust) held by a dealer or other fiduciary organized, incorporated, or (if an individual) resident in the United States; and (viii) any partnership or corporation if (A) organized or incorporated under the laws of any foreign jurisdiction; and (B) formed by a U.S. person principally for the purpose of investing in securities not registered under the Securities Act, unless it is organized or incorporated, and owned, by accredited investors (as defined in Rule 501(a) under the Securities Act ) who are not natural persons, estates or trusts; all



H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J



Page 69



CONFIDENTIAL as further defined and pursuant to the rules contained in Regulation S of the Securities Act. (b) Neither any offer nor the sale of the Series to the investor under this Memorandum was accomplished by means of advertising in any publication or by means of “directed selling efforts” in the United States, as such term is defined under Rule 902(c) of Regulation S under the Securities Act. “Directed selling efforts” means any activity undertaken for the purpose of, or that could reasonably be expected to have the effect of, conditioning the market in the United States for any of the Series being offered in reliance on Regulation S. Such activity includes placing an advertisement in a publication “with a general circulation in the United States” that refers to the offering of securities being made in reliance upon Regulation S. (c) Neither the offer nor the sale of the Series pursuant to this Memorandum was consummated in the United States. (d) With respect to the offer and sale of the Series under this Memorandum and at all times contemplated herein, the investor was and continues to remain located outside the United States. (e) None of the Series nor any portion or component thereof offered or sold pursuant to this Memorandum may be sold, transferred or assigned, or offered for sale, transfer or assignment to a U.S. Person or for the account or benefit of a U.S. Person. (f) None of the Series nor any portion or component thereof offered or sold pursuant to this Memorandum may be sold, transferred or assigned, or offered for sale, transfer or assignment, in the United States or in any transaction consummated in the United States (in whole or in part). (g) Further, without limiting the acknowledgment set forth above, none of the Series nor any portion or component thereof, offered or sold pursuant to this Memorandum, may be sold, transferred or assigned, or offered for sale, transfer or assignment, before the expiration of the one-year distribution compliance period (as such term is defined in Rule 902(f) of Regulation S) unless each of the following conditions is satisfied: (1) each prospective subsequent purchaser thereof certifies that such purchaser is not a U.S. Person and is not acquiring such securities for the account or benefit of any U.S. Person; (2) each such prospective subsequent purchaser agrees to resell such securities in accordance with Regulation S, pursuant to a registration under the Securities Act or pursuant to an available exemption from registration (other than Regulation S); and (3) each certificate evidencing such securities to be transferred contains a legend to the effect that transfer of such securities is prohibited except in accordance with Regulation S. IF YOU ARE A U.S. PERSON, RETURN THIS MEMORANDUM TO THE COMPANY IMMEDIATELY. IN THE EVENT YOU DO NOT MEET THE REQUIREMENTS SET
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CONFIDENTIAL FORTH ABOVE, THIS MEMORANDUM SHALL NOT CONSTITUTE AN OFFER TO SELL THE SERIES TO YOU. The Company reserves the right to make its own judgment on whether any prospective investor meets the above suitability standards. Certain other representations and warranties are contained in the Subscription Agreement. In addition, a prospective investor will be required to provide such evidence as may be deemed necessary to substantiate the accuracy of such representations. The above suitability standards are minimum requirements for prospective investors. TERM OF THE OFFERING The term of the offering shall terminate on the earlier of: (i) June 30, 2016 (ii) when all Interests offered hereunder are sold, or (iii) at any time by the Company, at its sole discretion, without giving notice to Subscribers or prospective investors. The Company reserves the right to withdraw, cancel, modify or increase the Offering without notice. The Company or the Placement Agent may reject subscriptions for Interests for failure to conform to the requirements of the offering, insufficient documentation, oversubscription of the offering or any such other reason, whatsoever, as we and the Placement Agents, in our sole discretion, may determine. Instructions to participate in the offering are included in a separate document entitled, “Wire and Subscription Procedure,” which document is provided to potential investors along with this Memorandum. All funds received in the offering from investors, other than investors who invest through the Banq® online investment banking platform (See “Banq Subscription Procedures,” below), will be held in an escrow account with Wilmington Trust, N.A. Once subscriptions for $500,000 are received and accepted (the “Initial Closing”), the funds in escrow will be released and we will be able to use such investors’ subscription funds immediately; no such funds will be returned, even if we do not complete the Maximum Offering. If subscriptions for an aggregate total of $500,000 (the Minimum Offering) are not received prior to the expiration of the offering period (as late as June 30, 2016), all funds deposited in escrow will be promptly returned in full to investors without interest or deduction. If subscriptions for the $500,000 Minimum Offering are received prior to the expiration of the Offering Period (as late as June 30, 2016), we can accept and use any additional subscriptions that are received prior to June 30, 2016 subject to extension by agreement of the Company and the Placement Agent. Placement Agent As of the date of this Memorandum, we have entered into a Placement Agency Agreement (the “Placement Agreement”) with the Placement Agent (TriPoint Global Equities, LLC). Under the Placement Agreement, we are employing the Placement Agent as an exclusive agent to sell the Interests in the H&H Co-Investment Partners, LLC D-Wave Co-Investment Series J (the “Series”) in this offering on a “best efforts basis.” The Placement Agent will receive cash commission of up to eight percent (8%) of the aggregate purchase price of Class J-2
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CONFIDENTIAL Interests of the Series sold in the offering and assignment of six and two fifths percent (6.4%) of its carried interest related to Class J-2 Interests of the Series. The Placement Agent will receive a cash commission of up to two percent (2%) of the aggregate purchase price of Class J-1 Interests of the Series sold in the offering and no assignment of carried interest related to Class J-1 Interests of the Series. We also agreed to pay for all of the reasonable expenses the Placement Agents incur in connection with this offering of Interests; provided, however those expenses shall not exceed $1,000.00 without our prior authorization. The offering price of the Series has been determined by negotiations between the Placement Agent and us. The offering price of the Interests does not bear any relationship to our assets, book value, results of operations or other established criteria for valuing a company. We have agreed to indemnify the Placement Agent and the other selected dealers against certain liabilities, including liabilities under the 1933 Act. However, in the opinion of the Commission, as supported by several court decisions, such indemnification as to claims arising under the 1933 Act is against public policy as expressed in the 1933 Act and, therefore, is unenforceable. No party will be entitled to any indemnity with respect to liabilities that may arise from the use of this Memorandum in connection with the offering of the Interests if such party is held by a court to be at fault in connection therewith. In connection with this offering, the Placement Agent may use the services of other licensed broker-dealers who are members of the FINRA. The Placement Agent will pay commissions owed to any broker-dealer selling Interests from its Placement Agent Fee. Subscription Agreement By completing, executing and delivering the Subscription Agreement a prospective investor will have agreed to purchase Interests subscribed for and to make payment to us, as described therein, subject to our acceptance of such subscription and of aggregate subscriptions for the Interests required for the Closing. Corporations, partnerships and trustees, agents or other persons acting in a representative capacity are required, except at our discretion, to furnish with the Subscription Agreement further evidence that such subscriber has the authority to invest in the Interests or an opinion of counsel acceptable to us to the effect that the subscriber has such authority. The Subscription Agreement will be irrevocable by the prospective investor and, unless the subscription is rejected or this offering is withdrawn, the subscriber will become an investor in this Offering. We may reject subscriptions for failure to conform to the requirements of the Offering, insufficient documentation, oversubscription of the Offering or any such other reason, whatsoever, as we, in our sole discretion, may determine.
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CONFIDENTIAL LEGAL COUNSEL Schulte Roth & Zabel LLP (“SRZ”) has been engaged by the Managing Member and the Investment Manager to represent them and the Company and the Series as U.S. legal counsel in connection with the organization of the Company, the Series and this offering of Interests. No separate legal counsel has been engaged to independently represent the Members in connection with the formation of the Company, the Series or the offering of the Interests. SRZ will represent the Company and the Series on matters for which it is retained to do so. Other counsel may also be retained where the Managing Member, on behalf of the Company and the Series, or the Investment Manager, on its own behalf, determines that to be appropriate. SRZ’s representation of the Company or the Series is limited to specific matters as to which it has been consulted by the Company or the Series. There may exist other matters that could have a bearing on the Company or the Series as to which SRZ has not been consulted. In advising the Managing Member and the Investment Manager with respect to the preparation of this Memorandum, SRZ has relied upon information that has been furnished to it by the Managing Member, the Investment Manager and their affiliates, and has not independently investigated or verified the accuracy or completeness of the information set forth herein. In addition, SRZ does not monitor the compliance of the Managing Member, the Investment Manager, the Company or the Series with the investment guidelines, valuation procedures and other guidelines set forth in this Memorandum, the Company’s and the Series’ terms or applicable laws. There may be situations in which there is a “conflict” between the interests of the Managing Member and/or the Investment Manager, and those of the Company and the Series. In these situations, such parties will determine the appropriate resolution thereof, and may seek advice from SRZ in connection with such determinations. The Managing Member, the Investment Manager, and the Company and the Series have each consented to SRZ’s concurrent representation of such parties in such circumstances. In general, independent counsel will not be retained to represent the interests of the Company, the Series or the Members.
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CONFIDENTIAL VI.



ADDITIONAL INFORMATION



This Memorandum is solely intended to provide qualified offerees with an introduction to this Offering and to the Series and its proposed business. Prospective purchasers should not construe the contents of this Memorandum as investment, tax or legal advice. This Memorandum and the applicable Appendix thereto, as well as the nature of an investment in the Interests, should be reviewed by each prospective purchaser and such purchaser’s investment, tax and legal advisors. In order to comply with United States and other applicable international laws aimed at the prevention of money laundering and terrorist financing, each prospective investor that is an individual will be required to represent in the Subscription Agreement that, among other things, he is not, nor is any person or entity controlling, controlled by or under common control with the prospective investor, a “Prohibited Person” as defined in the Subscription Agreement (generally, a person involved in money laundering or terrorist activities, including those persons or entities that are included on any relevant lists maintained by the U.S. Treasury Department’s Office of Foreign Assets Control, any senior foreign political figures, their immediate family members and close associates, and any foreign shell bank). Further, each prospective investor which is an entity will be required to represent in the Subscription Agreement that, among other things, (i) it has carried out thorough due diligence to establish the identities of its beneficial owners, (ii) it reasonably believes that no beneficial owner is a “Prohibited Person”, (iii) it holds the evidence of such identities and status and will maintain such information for at least (five) years from the date of its complete withdrawal from the Series, and (iv) it will make available such information and any additional information that the Series may request. The Managing Member reserves the right to request such further information as they consider necessary to verify the identity of a prospective investor. In the event of delay or failure by the prospective investor to produce any information required for verification purposes, the Managing Member may refuse to accept a Capital Contribution until proper information has been provided and any funds received may be returned without interest to the account from which the funds were originally debited. Prior to purchasing any Interests, prospective purchasers should review the Subscription Agreement, the LLC Agreement and the Separate Series Agreement which together contain important information relating to the Series and the offering of the Interests. This Memorandum contains summaries, believed to be accurate, of certain terms of the Governing Documents; these descriptions do not purport to be complete and each such summary description is qualified in its entirety by reference to the actual text of the Governing Documents. H&H Co-Investment Partners, LLC
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