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Amount Being

Proposed Maximum

Proposed Maximum

Offering Price

Aggregate Offering

Amount of

Title of Securities Being Registered

Registered(1)

per Unit

Price(1)

Registration Fee

Shares of Beneficial Interest, $0.00001 par value

50,000,000 shares

$10.00

$500,000,000

$57,300(2)

(1) Estimated solely for purpose of calculating the registration fee.
(2) A registration fee of $57,300 was transmitted in connection with the previous filing dated January 23, 2012. (No additional shares
are being registered by this filing; all shares previously registered are carried forward under this post-effective amendment).
The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date
until the Registrant shall file a further amendment which specifically states that the Registration Statement shall thereafter
become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become
effective on such dates as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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Institutional Shares

The Securities and Exchange Commission has not approved or disapproved these securities or determined whether this Prospectus is
accurate or complete. Any statement to the contrary is a crime.

INVESTMENT PRODUCTS: NOT FDIC INSURED  NO BANK GUARANTEE  MAY LOSE VALUE
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the
offer or sale is not permitted.
Subject to Completion.
Dated June 10, 2013
PROSPECTUS

Permal Hedge Strategies Fund I
Institutional Shares
The Fund. Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust registered under the Investment Company
Act of 1940, as amended (the 1940 Act), as a non-diversified, closed-end management investment company. The Fund is a feeder
fund in a master-feeder structure and invests substantially all of its assets in Permal Hedge Strategies Portfolio, a Maryland statutory
trust (the Master Fund). The Master Fund employs a fund-of-hedge funds investment program that provides a means for the Fund
to participate in investments in private investment vehicles, typically referred to as hedge funds (Portfolio Funds), by providing a
single portfolio of interests in underlying Portfolio Funds, which are managed by a number of third-party investment managers (the
Portfolio Managers).
Investment Objective. The Funds investment objective is to seek long-term capital appreciation while attempting to reduce risk
and volatility. In seeking to achieve its objective, the Fund, through its investment in the Master Fund, will provide its shareholders with
access through investments in the Portfolio Funds to a broad range of investment strategies with a global fixed income focus, which
may include, but are not limited to, global fixed income strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage,
fixed income arbitrage, asset-backed securities, long-only, high yield, emerging markets debt), global event-driven strategies (e.g., risk
arbitrage, distressed debt, special situations, activists) and global macro strategies (e.g., discretionary, systematic, natural resources) and,
to a lesser extent, equity long/short strategies.
(continued on next page)
Investing in the Funds Shares (as defined below) involves a high degree of risk. You could lose some or all of your
investment. An investment in the Fund is illiquid and should be considered speculative. An investment in the Fund entails
unique risks because the Portfolio Funds in which the Master Fund invests are private entities with limited regulatory oversight
and disclosure obligations. See Risk Factors beginning on page 38 of this Prospectus, and especially Risk FactorsRisks
Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund beginning on page 41 of this
Prospectus.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined whether this Prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.
The Funds shares of beneficial interest, par value $.00001 per share (the Shares or the Institutional Shares) are subject to
substantial restrictions on transferability and resale and may not be transferred or resold except as permitted under the Funds
Declaration of Trust and Bylaws, the Securities Act of 1933, as amended (the 1933 Act), and applicable state securities laws, pursuant
to registration or exemption from these provisions. To provide a limited degree of liquidity to investors, the Fund expects periodically to
offer to repurchase Shares pursuant to written tenders by investors. Repurchases will be made at such times, in such amounts, and on
such terms as may be determined by the Board of Trustees of the Fund, in its sole discretion. However, investors do not have the right to
require the Fund to repurchase any or all of their Shares, and Shares are not redeemable.
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The Fund may offer multiple classes of Shares. This Prospectus applies only to the offering of Institutional Shares (the
Institutional Shares) of beneficial interest, par value $.00001 per share. This Prospectus concisely provides information that you
should know about the Fund before investing. You are advised to read this Prospectus carefully and to retain it for future reference.
Prospectus dated

, 2013
(notes continued on next page)
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(notes continued from previous page)
Per Institutional Share(1)
Total

Price to Public

Proceeds to the Fund(2)

At Current NAV

Amount Invested at
Current NAV
$500,000,000(3)

$500,000,000

(1)

The Institutional Shares are offered continuously at a price equal to the then current net asset value (NAV) per share which will
vary. The Institutional Shares are not subject to a sales load.

(2)

These estimated proceeds assume the sale of all Institutional Shares registered under this registration statement.

(3)

Total proceeds to the Fund assumes the sale of all Shares registered under this Registration Statement.

(continued from previous page)
The Fund, through its investment in the Master Fund, seeks to produce investment returns that have lower risk than traditional
long-only investments and over time produce above-market returns. The combination of various Portfolio Funds that utilize alternative
investment strategies and that are typically less correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to the general market than traditional long-only funds investing
in the same market.
The Sub-Adviser (as defined below) will not invest more than 20% of the Master Funds managed assets (measured at the time of
investment) in any one Portfolio Fund. Managed assets means net assets plus the principal amount of any borrowings and assets
attributable to any preferred shares that may be outstanding. There is no minimum or maximum number of Portfolio Funds in which the
Master Fund may invest. The Fund, through its investment in the Master Fund, may invest in various Portfolio Fund structures including
limited partnerships, limited liability companies, offshore corporations, joint ventures and other investment vehicles. The Portfolio
Funds may employ any investment strategy or technique and may invest in securities of issuers in any region or country. The Fund
cannot guarantee that its investment objective will be achieved or that its portfolio design and risk monitoring strategies will be
successful. See Risk Factors.
Legg Mason Investor Services, LLC (LMIS), an affiliate of Legg Mason Partners Fund Advisor, LLC (LMPFA) and the SubAdviser, acts as principal underwriter and distributor for the Funds Shares and serves in that capacity on a best efforts basis, subject to
various conditions. The principal business address of LMIS is 100 International Drive, Baltimore, Maryland 21202. Additional dealers
or other financial intermediaries may be appointed by LMIS (each, a Dealer). LMPFA, a Delaware limited liability company, serves
as the Funds and the Master Funds investment manager. Permal Asset Management LLC (the Sub-Adviser), a Delaware limited
liability company and affiliate of LMPFA, serves as the Funds and the Master Funds investment sub-adviser.
Only Institutional Shares are offered through this Prospectus. Institutional Shares will be sold only to investors qualifying as
Eligible Investors as described in this Prospectus. Eligible Investors must meet the definition of accredited investor as defined in
Regulation D under the Securities Act of 1933, as amended (the 1933 Act). The Fund intends to accept initial and additional
purchases of Institutional Shares from Eligible Investors who are Institutional Investors and individual investors. These investors
must meet a $250,000 minimum initial investment requirement and $10,000 additional investment requirement. Institutional Shares are
sold at net asset value with no sales charge and are not subject to a distribution or service fee. Institutional Investors may include
corporations, banks, trust companies, insurance companies, investment companies, foundations, endowments, defined benefit plans and
other similar entities. The distributor or the financial intermediary may impose additional eligibility requirements or criteria to
determine if an investor, including the types of investors listed above, qualifies as an Institutional Investor.
Institutional Shares are also available to retirement plans with omnibus accounts held on the books of the fund and certain rollover
IRAs, Clients of Eligible Financial Intermediaries and other investors authorized by LMIS. These investors are subject to a minimum
initial investment of $25,000 and a minimum additional investment of $10,000. Certain waivers of the eligibility and minimum
investment requirements for individuals associated with the Fund, Legg Mason or its affiliates are discussed in the SAI.
ii
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Clients of Eligible Financial Intermediaries are Eligible Investors who invest in the Fund through financial intermediaries that
(i) charge such investors an ongoing fee for advisory, investment, consulting or similar services or (ii) have entered into an agreement
with the distributor to offer Institutional Shares through a no-load network or platform (Eligible Investment Programs). Such
investors may include pension and profit sharing plans, other employee benefit trusts, endowments, foundations and corporations.
Eligible Investment Programs may also include college savings vehicles such as Section 529 plans and direct retail investment platforms
through mutual fund supermarkets, where the sponsor links its clients account (including IRA accounts on such platforms) to a
master account in the sponsors name.
Institutional Shares are available for purchase through dealers or other financial intermediaries or directly through LMIS. A
financial intermediary may impose different investment minimums.
There is no public market for the Funds Shares and none is expected to develop. The Fund will not list its Shares on a
stock exchange or similar market. With very limited exceptions, Shares are not transferable, and liquidity for investments in
Shares may be provided only through periodic repurchase offers by the Fund. If a shareholder attempts to transfer Shares in
violation of the Funds transfer restrictions, the transfer will not be permitted and will be void. An investment in the Fund is
therefore suitable only for investors who can bear the risks associated with the limited liquidity of the Shares and should be
viewed as a long-term investment. An investment in the Funds Shares is not suitable for investors that require liquidity.
Before making an investment decision, an investor and/or his/her adviser should consider factors such as personal net
worth, income, age, risk tolerance, and liquidity needs. Short-term investors and investors who cannot bear the loss of some or
all of their investment or risks associated with limited liquidity should not invest in the Fund. See Risk FactorsRisks Related
to an Investment in the FundLimited Liquidity on page 40 of this Prospectus.
You should read this Prospectus, which contains important information about the Fund that you should know, before deciding
whether to invest, and retain it for future reference. A Statement of Additional Information, dated June , 2013, as it may be amended
(the SAI), containing additional information about the Fund, has been filed with the Securities and Exchange Commission (the
SEC) and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the SAI (the table of
contents of which is on page 83 of this Prospectus), annual and semi-annual reports to stockholders (when available), and additional
information about the Fund, or make shareholder inquiries, by calling (800) 822-5544, by writing to the Fund or visiting the Funds
website (http://www.permalhsf.com). The information contained in, or accessed through, the Funds website is not part of this
Prospectus. You may also obtain a copy of the SAI (and other information regarding the Fund) from the SECs Public Reference Room
in Washington, D.C. Information relating to the Public Reference Room may be obtained by calling the SEC at (202) 551-8090. Such
materials, as well as the Funds annual and semi-annual reports (when available) and other information regarding the Fund, are also
available on the SECs website (http://www.sec.gov). You may also e-mail requests for these documents to publicinfo@sec.gov or
make a request in writing to the SECs Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549-0102.
The Funds Shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other insured
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any
other governmental agency.
PRIVACY POLICY STATEMENT
The Fund, LMPFA and the Sub-Adviser collect non-public personal information about investors from information received on
subscription documents and other forms and information required in connection with a subscription for Shares and information
concerning shareholders transactions with the Fund. The Fund, LMPFA and the Sub-Adviser will not disclose any non-public personal
information relating to current or former investors except in connection with the administration, processing and servicing of repurchases
and subscriptions or to the Funds accountants and attorneys, in each such case subject to customary undertakings of confidentiality.
The Fund, LMPFA and the Sub-Adviser restrict access to non-public personal information relating to investors to personnel of the Fund,
LMPFA, the Sub-Adviser and other personnel who need to know that information in connection with the operation of the Fund. The
Fund maintains physical, electronic and procedural controls in keeping with U.S. federal standards to safeguard the Funds non-public
personal information relating to investors.
iii
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You should rely only on the information contained in or incorporated by reference into this Prospectus. The Fund has not
authorized anyone to provide you with different information. If anyone provides you with different or inconsistent information,
you should not rely on it. The Fund is not making an offer of these securities in any jurisdiction where the offer is not
permitted.
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PROSPECTUS SUMMARY
This is only a summary. This summary does not contain all of the information that you should consider before investing in the
Funds Institutional Shares. You should review the more detailed information contained elsewhere in this Prospectus, especially the
information under the heading Risk Factors.

The Fund

Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust
registered under the Investment Company Act of 1940, as amended (the 1940
Act), as a non-diversified, closed-end management investment company. The
Fund is a feeder fund in a master-feeder structure and invests substantially
all of its assets in the Master Fund (as defined below).

The Master Fund

Permal Hedge Strategies Portfolio (the Master Fund) is a recently formed
statutory trust under the laws of the State of Maryland and is registered under the
1940 Act as a closed-end, non-diversified management investment company. The
Master Fund is a master fund in a master-feeder structure. The Master Fund
has the same investment objective as the Fund. The Master Fund employs a
fund-of-hedge funds investment program that provides a means for the Fund to
participate in investments in private investment vehicles, typically referred to as
hedge funds (Portfolio Funds), by providing a single portfolio of interests in
underlying Portfolio Funds, which are managed by a number of third-party
investment managers (the Portfolio Managers). Assets of the Master Fund are
actively managed.

The Offering

The Fund is offering its shares of beneficial interest on a continuous basis through
Legg Mason Investor Services, LLC (LMIS). The Funds shares of beneficial
interest, par value $.00001 per share, are referred to herein as the Shares or the
Institutional Shares. The Institutional Shares offered hereby are offered at the
net asset value per share of the Institutional Shares. Institutional Shares will be
sold only to investors qualifying as Eligible Investors as described in this
Prospectus.

Eligible Investors

The Fund will only sell Institutional Shares to prospective investors who meet the
definition of accredited investor as defined in Regulation D under the 1933
Act. Investors meeting these requirements are referred to in this Prospectus as
Eligible Investors. Investors who are accredited investors as defined in
Regulation D are generally persons having an individual income in excess of
$200,000 in each of the two most recent years or joint income with that persons
spouse in excess of $300,000 in each of those years and having a reasonable
expectation of reaching the same income level in the current year; individuals
having a net worth (or joint net worth with his or her spouse) of at least $1
million, excluding the value of such individuals primary residence; entities
having total assets of at least $5 million or entities all of whose beneficial owners
are themselves accredited investors. Existing shareholders purchasing additional
Institutional Shares must be Eligible Investors at the time of each additional
subscription. Each prospective investor is required to certify as to such investors
qualification as an Eligible Investor. See Eligible Investors and Appendix
CForm of Investor Certification.
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The Fund intends to accept initial and additional purchases of Institutional Shares
from Eligible Investors who are Institutional Investors and individual investors.
These investors must meet a $250,000 minimum initial investment requirement
and $10,000 additional investment requirement. Institutional Shares are sold at
net asset value with no sales charge and are not subject to a distribution or service
fee. Institutional Investors may include corporations, banks, trust companies,
insurance companies, investment companies, foundations, endowments, defined
benefit plans and other similar entities. The distributor or the financial
intermediary may impose additional eligibility requirements or criteria to
determine if an investor, including the types of investors listed above, qualifies as
an Institutional Investor.
Institutional Shares are also available to retirement plans with omnibus accounts
held on the books of the Fund and certain rollover IRAs, Clients of Eligible
Financial Intermediaries and other investors authorized by LMIS. These investors
are subject to a minimum initial investment of $25,000 and a minimum additional
investment of $10,000. Certain waivers of the eligibility and minimum
investment requirements for individuals associated with the Fund, Legg Mason or
its affiliates are discussed in the SAI.
Clients of Eligible Financial Intermediaries are Eligible Investors who invest in
the Fund through financial intermediaries that (i) charge such investors an
ongoing fee for advisory, investment, consulting or similar services, or (ii) have
entered into an agreement with the distributor to offer Institutional Shares through
a no-load network or platform (Eligible Investment Programs). Such investors
may include pension and profit sharing plans, other employee benefit trusts,
endowments, foundations and corporations. Eligible Investment Programs may
also include college savings vehicles such as Section 529 plans and direct retail
investment platforms through mutual fund supermarkets, where the sponsor
links its clients account (including IRA accounts on such platforms) to a master
account in the sponsors name.
Institutional Shares are available for purchase through dealers or other financial
intermediaries or directly through LMIS. A financial intermediary may impose
different investment minimums.
Investment Objective

The Funds investment objective is to seek long-term capital appreciation while
attempting to reduce risk and volatility. There is no assurance that the Fund
will achieve its investment objective.

Investment Strategies

In seeking to achieve its objective, the Fund, through its investment in the Master
Fund, will provide its shareholders with access through investments in the
Portfolio Funds to a broad range of investment strategies with a global fixed
income focus, which may include, but are not limited to, global fixed income
strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage,
fixed income arbitrage, asset-backed securities, long-only, high yield, emerging
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markets debt), global event-driven strategies (e.g., risk arbitrage, distressed debt,
special situations, activists) and global macro strategies (e.g., discretionary,
systematic, natural resources) and, to a lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce
investment returns that have lower risk than traditional long-only investments and
over time produce above-market returns. The combination of various Portfolio
Funds that utilize alternative investment strategies and that are typically less
correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to such
market than traditional long-only funds investing in the same market. The
Portfolio Funds may employ any investment strategy or technique and may invest
in securities of any region or country.

Portfolio Fund Structure

Portfolio Funds are investment funds, typically organized as limited partnerships
or limited liability companies, that are not generally required to register under the
Investment Company Act of 1940, as amended (the 1940 Act), because they do
not publicly offer their securities and are restricted as to either the number of
investors permitted to invest in the fund or as to the qualifications of persons
eligible to invest (determined with respect to the value of investment assets held)
in the fund. The Fund, through its investment in the Master Fund, will typically
invest in Portfolio Funds that are exempt from registration pursuant to Section
3(c)(7) of the 1940 Act, and thus require their investors to be qualified
purchasers. A qualified purchaser generally is an individual with at least $5
million in investment assets or an entity with at least $25 million in investment
assets. These types of investment funds are commonly known as hedge funds. A
hedge fund is an investment structure for a private investment pool which may
invest in a wide range of securities using a variety of investment strategies.

Portfolio Fund Strategy

Portfolio Funds typically have wide latitude to pursue investment programs
designed to produce positive returns.
The typical Portfolio Fund has greater investment flexibility than investment
funds registered under the 1940 Act (such as mutual funds and most other
registered investment companies) as to the types of securities owned, the types of
trading strategies employed, and in many cases, the amount of leverage it may
use. For example, Portfolio Funds may invest in stocks, bonds, currencies,
commodities and their derivatives, and a variety of other types of securities; and
they may take long, short, spread, option or other types of positions in any of
these securities. Hence Portfolio Funds may be able to provide risk and return
characteristics that cannot be duplicated by registered investment companies such
as mutual funds, which have limits on the investment strategies they may employ.
Portfolio Managers may invest and trade in a wide range of instruments and
markets, including, but not limited to, fixed income and other debt-related
instruments (such as interest rate swaps or
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futures), currencies, financial futures, commodities and U.S. and non-U.S.
equities and equity-related instruments (such as warrants, options and equity
futures). In connection with their investment programs, Portfolio Managers will
make use of a variety of sophisticated investment techniques that often involve,
among other things, leveraging (borrowing money for investment purposes), short
sales of securities, hedging and arbitrage techniques and transactions in derivative
securities and other financial instruments such as stock options, index options,
futures contracts, and options on futures. Portfolio Managers use of these
techniques will be an integral part of their investment programs, and involves
significant risks to the Fund, as an investor in the Master Fund. There is no limit
on the exposure to derivative instruments an individual Portfolio Fund may
undertake.

Investment Categories

The Fund, through its investment in the Master Fund, will invest primarily in
Portfolio Funds that are managed by Portfolio Managers that employ a variety of
alternative investment strategies that individually offer the potential for attractive
investment returns. By investing in Portfolio Funds that employ a variety of
investment strategies, the Sub-Adviser will attempt to limit the Master Funds
overall investment exposure to any one general trend in fixed income and other
markets that could impair the Funds ability, through its investment in the Master
Fund, to achieve its investment objective.
The Sub-Adviser anticipates that the investment programs of the Portfolio
Managers will fall within one of the following broad categories of alternative
investment strategies traditionally employed by Portfolio Funds:
 Global fixed income strategies, such as U.S. and non-U.S. fixed income hedge,
convertible arbitrage, fixed income arbitrage, asset-backed securities, long-only,
high yield, emerging markets debt;
 Global event-driven strategies, such as risk arbitrage, distressed debt, special
situations, activists; and
 Global macro, such as discretionary, systematic and natural resources strategies.
The Sub-Adviser actively manages the Master Funds allocation of Portfolio
Fund investments between Portfolio Funds that employ credit related strategies
(e.g., global fixed income strategies) and non-credit related strategies (e.g., global
event-driven and global macro strategies) based on the Sub-Advisers market
outlook.
It is anticipated that under normal circumstances the Master Fund generally will
allocate assets among approximately 20 to 40 Portfolio Funds. However, assets
may be allocated to more than 40 or less than 20 Portfolio Funds at the discretion
of the Sub-Adviser due to market conditions or the need for liquidity related to
periodic repurchases of Shares, among other factors.
The Master Fund is not limited with respect to the types of investment strategies
that Portfolio Managers may employ or the markets or instruments in which they
invest. The types of investment strategies
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and instruments which the Portfolio Managers may employ and their respective
risks are discussed under Risk Factors and Investment Strategy and Process.
The Master Funds structure and its investment approach are intended to provide
investors several advantages over direct investments in private investment funds,
including: the ability to invest in a professionally constructed and managed
investment portfolio of private investment funds; access to a diverse group of
Portfolio Managers that utilize varying investment styles and strategies; and
reduced risk exposure that comes from investing with multiple Portfolio
Managers that have exhibited low volatility of investment returns and low
correlation to one another.
Most Portfolio Funds will invest primarily in marketable instruments, although
certain Portfolio Funds may also invest in privately placed securities and other
investments that are illiquid. Interests in the Portfolio Funds themselves will not
be marketable. Shareholders should consider the Master Funds investments in
Portfolio Funds to be illiquid.
Portfolio Managers are generally not limited as to the markets (either by location
or type) in which they may invest or the investment discipline that they may
employ. Portfolio Funds in which the Fund, through its investment in the Master
Fund, will invest may include private investment limited partnerships, limited
liability companies, joint ventures, other investment companies and similar
entities managed by Portfolio Managers.
To the extent permitted by applicable regulations and except as expressly
provided in this Prospectus, neither the name of the Fund nor any aspect of the
Funds investment program is a fundamental investment policy of the Fund, and
each can be changed by the Funds Board of Trustees without shareholder
approval. In the event of such a change, shareholders would receive notice.
Although the Master Fund is not required to maintain exposure to any particular
strategy, the Sub-Adviser anticipates that the Master Fund will typically gain
exposure, through its investment in Portfolio Funds, to a number of common
alternative investment strategies across markets and risk profiles. The Master
Fund anticipates that its potential losses from an investment in a Portfolio Fund
will generally be limited to the Master Funds investment in the Portfolio Fund
(plus any appreciation thereon), subject to any indemnification provisions. See
Risk FactorsRisks Related to the Investment Activities of Portfolio Funds, the
Fund and the Master FundIndemnification of Portfolio Funds. The Sub-Adviser
will not invest more than 20% of the Master Funds managed assets (measured at
the time of investment) in any one Portfolio Fund. Managed assets means net
assets plus the principal amount of any borrowings and assets attributable to any
preferred shares that may be outstanding. There is no minimum or maximum
number of Portfolio Funds in which the Master Fund may invest.
Portfolio Funds, however, are not limited with respect to the types of investment
strategies, including the investment strategies described
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above, that they may employ or the markets (including non-U.S. markets) or
types of instruments in which they may invest.
In general, interests in the Portfolio Funds are not freely tradable and/ or have
substantial transfer restrictions. In addition, the Portfolio Funds have no active
trading market and generally have limited rights as to redemption or withdrawal.
See Risk FactorsRisks Related to the Investment Activities of Portfolio Funds,
the Fund and the Master FundIlliquidity of Investments in Portfolio Funds.
To the extent that the Master Funds assets are not fully invested in Portfolio
Funds or are not used to reduce the overall level of borrowing, the Master Fund
intends to invest such assets in high quality fixed-income securities, money
market instruments, and money market mutual funds, or hold cash or cash
equivalents. Money market instruments are high quality, short-term fixed-income
obligations, which generally have remaining maturities of one year or less, and
may include U.S. Government Securities, commercial paper, certificates of
deposit and bankers acceptances issued by domestic branches of United States
banks that are members of the Federal Deposit Insurance Corporation, and
repurchase agreements.
Although the assets of the Fund generally will consist only of securities issued by
the Master Fund and cash, the Fund may also invest directly in government
securities and cash. See Investment Strategy and Process.

Portfolio Fund Expenses

Investors in Portfolio Funds, such as the Master Fund, accrue significant fees and
expenses in connection with such investments. The Master Fund will normally
pay the Portfolio Funds in which it invests a management fee on a monthly or
quarterly basis, calculated based on the value of the Master Funds investment.
Portfolio Funds may also charge incentive or performance allocations or fees,
which usually entail a fixed percentage of profits. During the course of an
investment in a Portfolio Fund investors bear ongoing operating and
administrative expenses, including the cost of third-party service providers.
Investors in Portfolio Funds may incur additional fees in connection with the
redemption or withdrawal of Portfolio Fund interests. These expenses, fees, and
allocations are in addition to those incurred directly by the Fund and indirectly by
the Fund as an investor in the Master Fund. Fixed fees payable to Portfolio
Managers of the Portfolio Funds will generally range from 1% to 3% (annualized)
of the value of the Master Funds investment, and incentive allocations or fees
will generally range from 15% to 25% of a Portfolio Funds net profits or
performance. Investors could avoid the additional level of fees and expenses of
the Fund by investing directly with the Portfolio Funds, although access to many
Portfolio Funds may be limited or unavailable.

Portfolio Fund Selection Process

The Sub-Adviser decides how many Portfolio Funds the Master Fund will invest
with and allocates assets to Portfolio Funds based upon, among other things,
quantitative and qualitative techniques and risk management guidelines. Such
quantitative and qualitative factors may
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include, but are not limited to, the general type of strategy employed; risk control
policies and history; duration and speed of recovery from drawdowns (losses);
depth of experience; organizational infrastructure; fee levels; reputation in the
industry; ability to perform in up and down markets; and enhanced returns and/or
lower volatility. The Fund and the Master Fund are both non-diversified under the
1940 Act and may thus concentrate their respective assets in fewer issuers than a
fund that is organized as a diversified fund under the 1940 Act.
The Sub-Adviser may emphasize certain strategies that the Sub-Adviser believes
are more likely to be profitable than others due to its assessment of prevailing
market conditions. The Sub-Adviser may seek to diversify the Master Funds
investments in Portfolio Funds by Portfolio Manager strategy, geographic region
and sector and asset classes, among other factors. Based upon the number of
available Portfolio Managers pursuing an investment strategy and the SubAdvisers view of the investment potential and benefits of such strategy, certain
of the Portfolio Funds selected by the Sub-Adviser may be allocated substantially
larger portions of the Master Funds assets than other Portfolio Funds. The SubAdviser will conduct periodic reviews of each Portfolio Funds performance and
make allocations and reallocations of Master Fund assets based upon an ongoing
evaluation of investment performance, changes in the investment strategies or
capabilities of Portfolio Funds and changes in market conditions within the
framework of the Master Funds ability to withdraw assets from the Portfolio
Funds.
Portfolio construction reflects both a top-down and bottom-up approach. The
bottom-up process includes idea generation, due diligence and portfolio
monitoring with respect to Portfolio Managers and Portfolio Funds. While
Portfolio Manager selection is primarily a bottom-up approach, the Sub-Adviser
establishes a top-down macroeconomic view that forms the basis for setting target
allocations for each major strategy and region.
The Fund, through its investment in the Master Fund, will rely on the SubAdvisers ability to select appropriate investment strategies and to select and
monitor Portfolio Managers to implement such strategies. Because the SubAdviser generally will not trade the Master Funds assets itself (other than in
allocating assets to Portfolio Funds), prospective investors should consider that
their return will be largely dependent on the ability of the Sub-Adviser to select
Portfolio Managers who perform well over time for the Master Fund.
The Sub-Adviser anticipates that the number and identity of Portfolio Funds will
vary over time, at the Sub-Advisers discretion, as a result of allocations and
reallocations among existing and new Portfolio Funds and the performance of
each Portfolio Fund as compared to the performance of the other Portfolio Funds.
The Sub-Adviser may select new Portfolio Funds, or redeem or withdraw from
Portfolio Funds, subject to redemption or withdrawal limitations set forth by the
Portfolio Funds, at any time without prior notice to, or the consent
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of, shareholders in the Master Fund or the Fund. There is no minimum or
maximum number of Portfolio Funds in which the Master Fund must be invested.

Investment Limitations of the Master Fund

The Fund invests substantially all of its assets in the Master Fund. The SubAdviser will not invest more than 20% of the Master Funds managed assets
(measured at the time of investment) in any one Portfolio Fund. In addition, the
Master Fund will at all times limit its investment position in any one Portfolio
Fund to less than 5% of the Portfolio Funds outstanding voting securities, absent
an SEC order (or assurances from the SEC staff) under which the Master Funds
contribution and withdrawal of capital from a Portfolio Fund in which it holds 5%
or more of the outstanding voting securities will not be subject to various 1940
Act prohibitions on affiliated transactions. The prohibitions on affiliate
transactions imposed by the 1940 Act are intended to prevent over-reaching of a
registered investment company by an affiliate. However, to permit the investment
of more of its assets in Portfolio Funds that do not have many investors but are
deemed attractive by the Sub-Adviser, the Master Fund may purchase non-voting
securities (securities from a class of shares with no voting rights) of Portfolio
Funds, subject to a limitation that the Master Fund will not purchase voting and
non-voting interests in a Portfolio Fund that in the aggregate represent 25% or
more of the Portfolio Funds outstanding equity.
The Master Fund may elect to hold non-voting securities in Portfolio Funds or
waive the right to vote in respect of a Portfolio Fund. In such cases, the Master
Fund will not be able to vote on matters that require the approval of the
shareholders of the Portfolio Fund, including matters adverse to the Master
Funds interests. The Master Fund does not intend to acquire a sufficient
percentage of the economic interests in any Portfolio Fund to cause the Master
Fund to control any Portfolio Fund. Applicable securities rules and interpretations
may limit the percentage of voting or non-voting securities of any Portfolio Fund
that may be held by the Master Fund.
As a general matter, the Portfolio Funds in which the Fund, through its
investment in the Master Fund, will invest, unlike public companies, typically do
not provide their shareholders with an ability to vote (except under quite limited
circumstances). The Master Funds practices regarding investment in non-voting
securities or waivers of voting rights are, therefore, not expected to adversely
affect the Master Funds operations. Nonetheless, it is possible these practices
will prevent the Master Fund from participating in voting on a particular issue to
the maximum extent available to other shareholders. When deciding to forego or
waive voting rights, the Sub-Adviser considers the interests of the Fund and the
Master Fund. The Master Fund has not established specific written procedures
relating to this process.

Indemnification

Investors in Portfolio Funds, such as the Master Fund, indemnify Portfolio Funds
both directly and indirectly in connection with their
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investments. Investors in a Portfolio Fund indemnify the Portfolio Fund directly
for breaches of the representations and warranties they make in the subscription
agreement governing the terms of their investment in a Portfolio Fund. Portfolio
Fund general partners, Portfolio Managers, directors, their affiliates and their
respective owners, employees, officers and agents (Covered Persons), will
generally not be liable to the Portfolio Fund or any investor in a Portfolio Fund
for any act or omission taken, suffered or made by such Covered Person, except
for certain specified conduct, which generally includes acts exhibiting bad faith,
gross negligence or willful misfeasance (Disabling Conduct). Portfolio Funds
will generally indemnify each Covered Person against all claims, damages,
liabilities, costs and expenses, including legal fees, to which such Covered Person
may be or become subject relating to or arising out of the activities of a Portfolio
Fund, or otherwise relating to or arising out of the Portfolio Funds
organizational documents that took place during the time such Covered Person
was a director, officer, partner, member, manager, employee or shareholder of the
Portfolio Fund, except to the extent that such claims, damages, liabilities, costs or
expenses resulted from such persons own Disabling Conduct. The investors in a
Portfolio Fund ultimately bear the cost of such indemnification.
In general, an investor in a Portfolio Fund is directly liable to the Portfolio Fund
for amounts owed pursuant to indemnification obligations in a subscription
agreement. The potential liability pursuant to such indemnification may exceed
an investors investment in a Portfolio Fund. For other matters, an investor in a
Portfolio Fund, such as the Master Fund, solely by reason of being an investor in
a Portfolio Fund, is liable for debts and obligations of the Portfolio Fund only to
the extent of its interest in the Portfolio Fund, its obligation to return funds
wrongfully distributed to it and its obligation to make payments pursuant to the
next sentence. In order to meet a particular debt or obligation, an investor or
former investor may be required to make additional contributions or payments up
to, but in no event in excess of, the aggregate amount of returns of capital and
other amounts actually received by it from the Portfolio Fund during or after the
fiscal year to which such debt or obligation is attributable; provided, that any such
additional contributions will generally be made by such investors or former
investors, as applicable, on a pro rata basis. See Risk FactorsRisks Related to
the Investment Activities of Portfolio Funds, the Fund and the Master
FundIndemnification of Portfolio Funds.

Leverage

Subject to limitations imposed by the 1940 Act, the Fund and Master Fund (as
applicable) may borrow money from time to time. The Fund and Master Fund (as
applicable) currently intend (including during their first year of operations) to
limit borrowings to those made (i) on a short-term basis and (ii) for the purpose of
(a) repurchasing shares of the Fund/Master Fund in the event that the Fund/
Master Fund has no available cash or immediately available liquid investments,
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(b) paying fees and expenses, (c) making any investments in Portfolio Funds prior
to the availability of cash or immediately available liquid investments (i.e., bridge
financing for portfolio management purposes and not to leverage investments)
and/or (d) meeting distribution requirements for eligibility of the Fund/Master
Fund to be treated as a regulated investment company that would otherwise result
in the liquidation of investments. Although LMPFA does not generally intend to
operate the Master Fund on a leveraged basis (including during its first year of
operations), under some circumstances the Master Fund could be leveraged for an
extended period of time.
Many Portfolio Funds in which the Master Fund will invest utilize leveraging
and/or hedging techniques. The use of leveraging techniques, which may include
borrowing on margin by the Portfolio Funds, may increase the volatility of the
value of the Master Funds investments in Portfolio Funds and, in turn, the
Funds Shares. The use of hedging techniques by the Portfolio Managers, which
may include the use of short sales, may reduce the potential loss resulting from a
general market decline, but may also restrain maximum capital growth in times of
a general market rise. See Risk FactorsRisks Related to an Investment in the
FundUse of Leverage.

Distributions

The Fund intends to distribute net investment income and capital gains annually,
although it reserves the right to distribute less than all of such income and gains
and pay any corresponding excise tax and corporate income tax, provided that the
Fund maintains its eligibility to be taxed as a regulated investment company.
Unless you elect to receive distributions in cash (i.e., opt out), all of your
distributions, including any capital gains distributions on your Institutional
Shares, will be automatically reinvested in additional Institutional Shares under
the Funds Dividend Reinvestment Plan. See Distributions and Dividend
Reinvestment Plan.

Manager

Legg Mason Partners Fund Advisor, LLC (LMPFA) is the Funds and the
Master Funds investment manager. LMPFA, a wholly-owned subsidiary of Legg
Mason Inc. (Legg Mason), is a registered investment adviser with offices at
620 Eighth Avenue, New York, New York 10018 and is responsible for
administrative and management services to the Fund. As of March 31, 2013,
LMPFAs total assets under management were approximately $214.7 billion.
Legg Mason is a global asset management firm. As of March 31, 2013, Legg
Masons asset management operation had aggregate assets under management of
approximately $664.6 billion. LMPFA has limited experience managing a
registered fund of hedge funds.
In consideration of the advisory and other services provided by LMPFA to the
Master Fund pursuant to a management agreement, the Master Fund will pay
LMPFA an annual fee, payable monthly in an amount up to 1.10% of the Master
Funds average monthly managed assets.
The management fee and related terms of the Funds management agreement
with LMPFA are substantially the same as the terms of the

10
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Master Funds management agreement with LMPFA, except that pursuant to the
Funds management agreement, no management fee is payable by the Fund so
long as the Fund invests all of its assets in the Master Fund. The Funds
shareholders bear an indirect share of the management fee payable by the Master
Fund to LMPFA through the Funds investment in the Master Fund.
The Master Fund pays a management fee to LMPFA (which in turn pays a portion
of such fee to the Sub-Adviser) based on a percentage of the Master Funds
Managed Assets. LMPFA will base its decision regarding whether and how much
leverage to use for the Master Fund on its assessment of whether such use of
leverage will advance the Master Funds investment objective. A decision to
increase the Master Funds leverage, however, will have the effect, all other
things being equal, of increasing Managed Assets and therefore LMPFAs and
the Sub-Advisers fees. Consequently, LMPFA and the Sub-Adviser may have a
conflict of interest in determining whether to increase the Master Funds use of
leverage. LMPFA will seek to manage that potential conflict by only increasing
the Master Funds use of leverage when it determines that such increase is
consistent with the Master Funds investment objective, and by periodically
reviewing the Master Funds performance and use of leverage with the Master
Funds Board of Trustees. If a management fee is paid by the Fund in the future,
a similar conflict of interest will exist between the Fund, on the one hand, and
LMPFA and the Sub-Adviser, on the other.

Sub-Adviser

Permal Asset Management LLC (the Sub-Adviser), a limited liability company
formed under the laws of the State of Delaware, is the sub-adviser of the Fund
and the Master Fund. The Sub-Adviser, with offices at 900 Third Avenue, New
York, NY 10022, is registered with the SEC as an investment adviser under the
Investment Advisers Act of 1940, as amended (the Advisers Act). Subject to
the oversight of LMPFA and the Board of Trustees, the Sub-Adviser provides
day-to-day portfolio management with respect to the Funds and the Master
Funds assets.
The Sub-Adviser is a member of the Permal Group and is owned indirectly by
Permal Group Ltd., a holding company of an international financial group of
companies. Permal Group Ltd. is a subsidiary of Legg Mason. The Permal Group
is one of the largest fund-of-funds investment firms in the world with
approximately $23.5 billion in assets under management at March 31, 2013. The
Sub-Adviser had approximately $15.3 billion in assets under management at
March 31, 2013.
In addition to the Fund and the other funds in this master-feeder structure, the
Sub-Adviser currently manages one U.S. registered open-end fund of funds. The
Sub-Adviser has approximately 40 years of experience in managing funds of
hedge funds that are not registered as investment companies under U.S. law
(although some are registered under the regulatory framework of foreign
jurisdictions, such as the Undertaking For Collective Investment in Transferable
Securities (UCITS)).
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LMPFA, and not the Master Fund, will pay an amount equal to 1.00% of the
Master Funds average monthly managed assets to the Sub-Adviser for the
investment advisory and day-to-day portfolio management services it provides to
the Master Fund.
In addition, LMPFA, and not the Fund, will pay an amount equal to 1.00% of the
Funds average monthly managed assets to the Sub-Adviser for the investment
advisory and day-to-day portfolio management services it provides to the Fund,
except that no management fee is payable by LMPFA so long as the Fund invests
all of its assets in the Master Fund.

Service Provider

The Bank of New York Mellon has been appointed by the Fund and the Master
Fund to provide certain record-keeping, accounting, financial and related
reporting, investor-related and anti-money laundering services to the Fund and the
Master Fund (in such capacity, the Service Provider). Fees payable to the
Service Provider for these services, and reimbursement for the Service Providers
out-of-pocket expenses, are paid by the Fund or the Master Fund, as applicable.
See Services.

Distributor; Dealers

Legg Mason Investor Services, LLC (LMIS) is the principal underwriter and
distributor of the Shares and serves in that capacity on a best-efforts basis, subject
to various conditions. Additional dealers or other financial intermediaries may be
appointed by LMIS (each, a Dealer). The Institutional Shares are not subject to
a sales load.
Dealers may charge a separate fee for their services in conjunction with an
investment in the Fund and/or maintenance of investor accounts. Such a fee will
be in addition to any fees charged or paid by the Fund and will reduce the amount
of an investors investment in the Fund. The payment of any such fees, and their
impact on a particular investors investment returns, would not be reflected in the
returns of the Fund. Investors should direct any questions regarding such fees to
the relevant Dealer. See Purchases of Shares.
The services of LMIS and Dealers differ from those offered by the Sub-Adviser
and the Service Provider. The Sub-Adviser provides day-to-day portfolio
management with respect to the Funds and the Master Funds assets. The
Service Provider provides accounting, investor and transfer agency services to the
Fund, and also assists the Fund with its operational needs. LMIS and Dealers
provide both distribution services (i.e., selling Institutional Shares of the Fund)
and investor servicing (i.e., direct personal assistance to Institutional
shareholders).

Expenses

LMPFA provides, or arranges at its expense for the provision of, certain
management and administrative services to the Fund and the Master Fund.
Among those services are: providing office space and other support services;
maintaining and preserving certain records; preparing and filing various materials
with state and U.S. federal regulators; providing legal and regulatory advice in
connection with management and administrative services; and reviewing and
arranging for payment of the Funds and the Master Funds expenses.
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Fund Expenses. The Fund bears its own operating expenses (including, without
limitation, its organization and offering expenses), which therefore will be borne
by the Funds shareholders. Expenses borne by the Fund include, without
limitation, organizational and offering expenses; ongoing offering expenses; a
management fee, trustees fees (including trustees and officers errors and
omissions insurance); fidelity bond expenses; administrative expenses (including
the fees and expenses of the Service Provider or any successor service providers);
legal, tax, custodial, audit, professional, escrow, internal and external fund
accounting, transfer agency and valuation expenses; corporate licensing and
printing expenses; record keeping expenses; expenses incurred in communicating
with shareholders, including the costs of preparing and printing reports to
shareholders; and extraordinary expenses.
Master Fund Expenses. The Master Fund will bear its own similar fees and
expenses, including the management fee and administrative expenses (including
the fees and expenses of the Service Provider or any successor service providers).
It also pays fees and expenses incidental to the purchase, holding and sale of
interests in, and bears a pro rata share of the fees, including, but not limited to,
any commitment fees, and expenses of, any Portfolio Fund and recurring
investment-related expenses, including, but not limited to, the management fee,
brokerage commissions, dealer mark-ups, and other transaction costs on cash
management; interest expense on any borrowings; and any subscription or
redemption charges imposed by the Portfolio Funds. These expenses are
indirectly borne, on a pro rata basis, by the Fund.

Expense Limitation

LMPFA has agreed to waive fees and/or reimburse the expenses (including
organization and offering expenses) to the extent necessary to ensure that the total
annual Fund operating expenses attributable to the Institutional Shares will not
exceed 1.85% (excluding fees and expenses, including incentive or performance
allocations and fees, attributable to Portfolio Funds, brokerage, interest expense,
taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts
forgone or reimbursed within three years after the year in which LMPFA earned
the fee or incurred the expense if the total annual Fund operating expenses
attributable to the Institutional Shares have fallen to a level below the limit
described above. In no case will LMPFA recapture any amount that would result
in the total annual Fund operating expenses attributable to the Institutional Shares
exceeding the limit described above. These arrangements will continue until
December 31, 2014. Any modification or termination of these arrangements prior
to December 31, 2014 will require approval of the Board of Trustees.

Custodian and Transfer Agent

The Bank of New York Mellon serves as custodian of the Funds and the Master
Funds assets. The Bank of New York Mellon serves as the Funds transfer
agent. See Custodian and Transfer Agent.
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Purchases of Shares

The Fund intends to accept initial and additional purchases of Institutional Shares
made by Eligible Investors as of the first business day of each calendar month.
Institutional Shares will be sold at their net asset value per share and may be
offered more or less frequently as determined by the Funds Board in its sole
discretion. Generally, purchases are subject to the receipt of immediately
available funds at least three (3) business days prior to the applicable purchase
date. The investor, however, will not become a shareholder of the Fund and will
have no other rights (including, without limitation, any voting rights) under the
Funds Declaration of Trust until the purchase date. The investor must also
generally submit the completed Investor Certification set forth in Appendix C (for
initial purchases) and/or such other required documentation as required by the
Fund (for both initial and subsequent purchases) at least eight (8) business days
before the applicable purchase date. However, investors must confirm specific
deadlines for receipt of funds and submission of the Investor Certification with
their Dealer, as certain Dealers may have different deadlines than the foregoing.
An investor who misses such deadlines will have the effectiveness of its
investment in the Fund delayed until the following month, with such investors
purchase amounts to be held in the account with the Service Provider until such
time.
The Fund reserves the right to reject, in whole or in part, any purchase of
Institutional Shares and may suspend the offering of Institutional Shares at any
time and from time to time.
Generally speaking, the Portfolio Funds in which the Fund invests have similar
subscription processes as the Fund. For example, a Portfolio Fund will typically
require receipt of cleared funds at least several business days prior to the date an
investor begins participating in the Portfolio Funds returns. As such, the
subscription process described above, including acceptance by the Fund of a
prospective shareholders subscription at least three (3) business days prior to the
applicable purchase date, is designed in part to ensure the Fund will be able to
invest in Portfolio Funds in a timely manner.
Despite funds being required at least three (3) business days prior to the
applicable purchase date, as discussed above an investor does not become a
shareholder of the Fund and has no other rights (including, without limitation, any
voting rights) under the Funds Declaration of Trust until the applicable purchase
date. Between the time the Fund accepts an investors funds and when the
investor becomes a shareholder of the Fund, such investor will not participate in
the Funds returns and will be treated as a general unsecured creditor of the Fund
with respect to the applicable funds, which the Fund may utilize to purchase
Portfolio Funds.
LMIS has been, and the Dealers may be, retained to assist in the offer and sale of
Shares. LMIS is the Funds distributor for the Institutional Shares, and serves in
that capacity on a best efforts basis, subject to various conditions. See Summary
of Fund Expenses and Purchases of Shares.
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Dealers may charge a separate fee for their services in conjunction with an
investment in the Fund and/or maintenance of investor accounts. Such a fee will
be in addition to any fees charged or paid by the Fund and will reduce the amount
of an investors initial or subsequent investment in the Fund. The payment of any
such fees, and their impact on a particular investors investment returns, would
not be reflected in the returns of the Fund. Investors should direct any questions
regarding such fees to the relevant Dealer.
The Fund is authorized to pay recordkeeping fees to Dealers for certain
recordkeeping services and sub-accounting services.

Repurchases of Shares

No shareholder has the right to require the Fund to redeem any of its Shares. The
Fund may from time to time repurchase Shares from shareholders pursuant to
written tenders by shareholders, and on those terms and conditions as the Board
may determine in its sole discretion. Tender offers will apply to repurchases of
whole Shares and tenders of any fractional shares will be rounded to the nearest
whole number in the discretion of the Fund. The Fund may elect to repurchase
less than the full amount that a shareholder requests to be repurchased. The Fund
anticipates that each such repurchase offer will generally be limited to between
5% and 25% of the net assets of the Fund, subject to modification in the absolute
discretion of the Board. There is no guarantee that any such repurchase offer shall
occur.
In determining whether the Fund should offer to repurchase Shares from
shareholders pursuant to repurchase requests, the Board may consider, among
other things, the recommendation of LMPFA, in consultation with the SubAdviser, as well as a variety of other operational, business, legal and economic
factors. LMPFA, in consultation with the Sub-Adviser, expects that generally it
will recommend to the Board that the Fund offer to repurchase Shares from
shareholders on a quarterly basis based on Fund valuation on or about
March 31, June 30, September 30 and December 31 of each year. The Board may
under certain circumstances elect to postpone, suspend or terminate an offer to
repurchase Shares.
If a repurchase offer is oversubscribed by shareholders who tender Shares, the
Fund will generally repurchase a pro rata portion of the Shares tendered by each
shareholder. However, the Board, in its discretion, subject to applicable law, may
amend a tender offer to include all or part of the oversubscribed amounts. In
addition, the Fund has the right to repurchase Shares of shareholders if the Fund
determines that the repurchase is in the best interest of the Fund or upon the
occurrence of certain events. See Repurchases of Shares.
The Funds assets will consist primarily of its interest in the Master Fund.
Therefore, in order to finance the repurchase of Shares pursuant to tender offers,
the Fund may find it necessary to liquidate all or a portion of its interest directly
or indirectly in the Master Fund. Because shares in the Master Fund may not be
transferred, the Fund may withdraw a portion of its interest only pursuant to
repurchase offers by the Master Fund. The Master Funds Board expects that the
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Master Fund will conduct repurchase offers on a quarterly basis in order to permit
the Fund to meet its obligations under its repurchase offers.

Transfers of Shares

There is no public market for the Funds Shares and none is expected to develop.
The Fund will not list its Shares on a stock exchange or similar market. With very
limited exceptions, Shares are not transferable, and liquidity for investments in
Shares may be provided only through periodic repurchase offers by the Fund. If a
shareholder attempts to transfer Shares in violation of the Funds transfer
restrictions, the transfer will not be permitted and will be void. An investment in
the Fund is therefore suitable only for investors who can bear the risks associated
with the limited liquidity of Shares and should be viewed as a long-term
investment.
A shareholder may assign, transfer, sell, encumber, pledge or otherwise dispose of
(each, a transfer) its Shares (or a portion thereof) only (1) by operation of law
pursuant to the death, bankruptcy, or incompetence of the shareholder; or (2)
under certain other circumstances, with the consent of the Fund (which may be
withheld in the sole discretion of the Funds Board and is expected to be granted,
if at all, only under extenuating circumstances).
The Fund generally will not consent to a transfer of Shares by a shareholder (i)
unless such transfer is to a single transferee, or (ii) after the transfer of Shares, the
balance of the account of each of the transferee and transferor is at least
$250,000. A shareholder transferring Shares may be charged reasonable
expenses, including, but not limited to, attorneys and accountants fees, incurred
by the Fund or LMPFA in connection with the transfer. In connection with any
request to transfer Shares, the Fund may require the shareholder requesting the
transfer to obtain, at the shareholders expense, an opinion of counsel selected by
the Fund as to such matters as the Fund may reasonably request. See Transfers
of Shares.

Certain Tax Considerations

The Fund expects to qualify, and to continue to qualify as a regulated investment
company (a RIC) under Subchapter M of the Internal Revenue Code of 1986,
as amended (the Code). Subchapter M imposes strict requirements for the
diversification of a RICs investments, the nature of a RICs income and a RICs
distribution and timely reporting of income and gains. For each taxable year that
the Fund so qualifies, the Fund will not be subject to U.S. federal income tax on
that part of its taxable income that it distributes to its shareholders. Taxable
income consists generally of net investment income and any capital gains.
The Fund intends to distribute net investment income and capital gains annually,
although it reserves the right to distribute less than all of such income and gains
and pay any corresponding excise tax and corporate income tax. Shareholders not
subject to tax on their income will not be required to pay tax on amounts
distributed to them. The Fund will inform its shareholders of the amount and
character of the distributions it makes to them.
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The Master Fund intends to be treated as a partnership for U.S. federal income tax
purposes for as long as it has at least two members. As a result, the Master Fund
will itself not be subject to U.S. federal income tax. Rather, each of the Master
Funds shareholders, including the Fund, will be required to take into account,
for U.S. federal income tax purposes, its allocable share of the Master Funds
items of income, gain, loss, deduction and credit. See Certain Tax
Considerations.

Selected Risk Considerations

The Funds and the Master Funds investment program is speculative and entails
substantial risks. The following is a summary of certain of these risks. It is not
complete and you should read and consider carefully the more complete list of
risks described below under Risk Factors before purchasing our Shares in this
offering.
Principal risks associated with investing in the Fund include, but are not limited
to, the following:
 An investment in the Fund is not suitable for all investors. Investors in the Fund
may incur substantial, or even total, losses on their investment. No assurance
can be given that the Funds investment objective will be achieved.
 The Fund and the Master Fund are non-diversified investment companies that
are not limited by the 1940 Act in the percentage of their assets that they may
allocate to the securities of any one issuer, respectively. The Sub-Adviser,
however, will not invest more than 20% of the Master Funds managed assets
(measured at the time of investment) in any underlying Portfolio Fund.
 The Fund is heavily reliant on the Sub-Adviser and on certain key employees of
the Sub-Adviser.
 In addition to the Fund and the other funds in this master-feeder structure, the
Sub-Adviser currently manages one U.S. registered open-end fund of funds.
 The Funds performance may be affected by general economic and market
conditions, including interest rates, availability of credit, inflation rates,
economic uncertainty, changes in laws and national and international political
circumstances.
 The Fund has a limited operating history upon which prospective investors can
evaluate potential performance.
 The Fund and the Master Fund may, to the maximum extent permitted by the
1940 Act, borrow money for cash management purposes, including but not
limited to funding repurchases of Shares and for temporary investment purposes.
The use of leverage increases the volatility of investment returns and subjects
investors to magnified losses if the Master Funds investments decline in value.
 LMPFA and the Sub-Adviser may act as general partner and/or investment subadviser to other entities with investment objectives and strategies that overlap
significantly with those of the Fund and
the Master Fund and may direct investments in which the Fund
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would be interested to entities other than the Fund. See Conflicts of Interest in
the SAI.
 The valuation of the Master Funds investments in the underlying Portfolio
Funds is ordinarily determined in accordance with the Master Funds valuation
procedures. The Master Fund anticipates that its Portfolio Fund investments will
be fair valued under the supervision of the Board of Trustees, primarily in
reliance upon valuations provided by the Portfolio Funds third party
administrators. Certain securities in which the Portfolio Funds invest may not
have a readily ascertainable market price and will be fair valued by the Portfolio
Managers and/or their administrators. A Portfolio Manager may face a conflict
of interest in valuing such securities since their values affect the Portfolio
Managers compensation. However, in most cases, neither the Sub-Adviser nor
the Board of Trustees will be able to directly confirm independently the
accuracy of the net asset value of an underlying Portfolio Fund provided by the
Portfolio Funds third party administrator (which valuations are unaudited,
except for year end valuations).
 An investment in the Fund will have limited liquidity and is not suitable for an
investor who needs liquidity. The Fund is a closed-end investment company,
whose Shares are not listed on any securities exchange or traded in any other
market and are subject to substantial restrictions on transfer. In addition, there is
no assurance that a shareholder who requests the repurchase of its Shares will
have such Shares repurchased.
 The Master Fund has a subsidiary organized in the Cayman Islands, through
which the Master Fund may invest in certain commodities, such as gold, and
other commodity-related investments. It is not anticipated that the subsidiary
will be registered under the 1940 Act. As an investor in the subsidiary, the
Master Fund would not have all of the protections offered to investors by the
1940 Act. However, the subsidiary is wholly-owned and controlled by the
Master Funds Board of Trustees, managed by LMPFA and subadvised by
Permal. Therefore, the Master Funds ownership and control of the subsidiary
would make it unlikely that the subsidiary would take actions contrary to the
interests of the Master Fund or the Fund.
 The Funds obligation to distribute its net income and capital gains to
shareholders may force the Fund and the Master Fund to liquidate investments
at disadvantageous times. However, the Funds ability to make distributions in
its own shares may limit the necessity to liquidate investments and/or to borrow
money to comply with the Funds obligation to distribute its net income and
capital gains in cash.
Because the Fund, through its investment in the Master Fund, invests in Portfolio
Funds, investors are subject to additional risks including, but not limited to, the
following:
 The Funds performance depends upon the performance of the Master Fund and
its investments in the underlying Portfolio Funds,
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the adherence of the Portfolio Funds to their selected strategies and the
effectiveness of those strategies, the instruments used by the Portfolio Funds and
the Sub-Advisers ability to select Portfolio Funds and Portfolio Managers and
effectively allocate Master Fund assets among them.
 The Master Fund will generally indemnify Portfolio Funds directly for breaches
of representations and warranties made by the Master Fund in the subscription
agreements governing the terms of its investments in Portfolio Funds. The
potential liability pursuant to such indemnification may exceed the Master
Funds investment in a Portfolio Fund. Portfolio Funds in which the Master
Fund will invest will provide indemnification to their Portfolio Managers,
directors, trustees and officers, among others, for liability and losses incurred or
arising out of their performance of services, subject to certain limitations.
 Portfolio Funds may invest in fixed income and other securities, including noninvestment grade debt securities, and therefore, will be exposed to the risk of
default by the issuers of such securities.
 Portfolio Funds may invest in equity securities without limitation as to market
capitalization, such as those issued by smaller capitalization companies, the
prices of which may be more volatile than larger capitalization companies.
 Portfolio Funds may employ fixed income arbitrage strategies, which involve
exploiting price differentials between two or more positions. Such strategies
entail the risk that the price differentials between positions move unfavorably.
 Portfolio Funds may invest in event-driven strategies, which entail investing in
companies involved, or potentially involved, in significant corporate actions.
Such investments are subject to the risk that the contemplated corporate actions
do not occur or do not occur on the predicted schedule, and the risk of default,
among others.
 Portfolio Funds may invest in convertible arbitrage strategies, which attempt to
exploit perceived price discrepancies in the market. To the extent such price
discrepancies do not materialize, Portfolio Managers risk losses on their
investments.
 Interests in Portfolio Funds may be denominated in non-U.S. currencies,
subjecting investors to the risk of unfavorable changes in currency exchange
rates. In addition, Portfolio Funds may invest in securities of non-U.S. issuers,
including those located in emerging markets, which are subject to additional
risks such as unfavorable changes in currency exchange rates, restrictions on
repatriation of investment income and capital, imposition of exchange control
regulation by the U.S. or foreign governments, certain foreign or U.S. taxes and
economic or political instability or disruptions in foreign countries. There is no
limit on the percentage of the Master Funds assets that may be invested directly
or indirectly in securities of non-U.S. issuers.
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 Portfolio Funds may use options and derivatives for hedging and non-hedging
purposes, which involves a high degree of risk. There is no limit on the exposure
to derivative instruments an individual Portfolio Fund may undertake.
 Portfolio Funds may invest in distressed securities, which are particularly risky.
 Portfolio Funds may invest in asset-backed securities, the value of which is
linked to that of underlying collateral, which may be uncertain.
 Portfolio Funds may sell securities they hold short, subjecting themselves to the
theoretical risk of unlimited loss due to increases in the market prices of the
securities sold short.
 Portfolio Funds may trade forward contracts in certain commodities or assets,
subjecting themselves to the risk of counterparties refusal or inability to
perform.
 Portfolio Funds may engage in futures transactions, instruments that are highly
volatile and subject investors to a high risk of loss.
 Portfolio Funds may invest without limitation in restricted and illiquid
securities.
 The Master Fund and Portfolio Funds may invest in exchange-traded funds, the
risks of which generally track those of the underlying securities, instruments or
indexes they are designed to track.
 Portfolio Funds may be highly leveraged, thereby increasing the risk of
volatility and loss. There is no limit on the amount of leverage an individual
Portfolio Fund may utilize.
 Portfolio Funds may be reliant upon financing arrangements provided by banks
and other sources of capital. Changes to such financing arrangements may
significantly impact the investment activities of Portfolio Funds.
 Certain Portfolio Funds (which may be responsible for a large portion of the
Funds assets) may not be limited in the amount of assets that can be allocated
to any single industry, sector or investment style or technique, thus subjecting
themselves to greater risk and volatility than if assets had been allocated more
broadly.
 Portfolio Managers make investment decisions independent of the Sub-Adviser
and each other, which may result in the pursuit of opposing investment
strategies.
 The Master Fund will invest in a number of Portfolio Funds, resulting in
investment-related expenses that may be higher than if the Master Fund invested
in only one Portfolio Fund. In addition, investments in Portfolio Funds will
result in a summing of fees and expenses, in that a shareholder of the Fund must
bear not only the fees, administrative expenses and other costs of the Master
Fund, but also, to the extent of the Master Funds investment in Portfolio Funds,
a portion of the fees, administrative expenses and other costs of such Portfolio
Funds.
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 Portfolio Managers may engage in a high level of trading, generating substantial
transaction costs to be borne by investors in the Portfolio Funds, including the
Master Fund, regardless of the profitability of such transactions.
 Performance or incentive allocations and fees payable to Portfolio Managers
may encourage Portfolio Managers to make riskier or more speculative
investments than those they would make if they were receiving only a fixed fee.
 Investments in underlying Portfolio Funds will be illiquid. In addition, Portfolio
Funds generally permit redemptions or withdrawals only at infrequent intervals
and may charge investors fees for early withdrawals. Upon its withdrawal of
all or a portion of its interest in an underlying Portfolio Fund, the Master Fund
may receive securities that are illiquid or difficult to value.
 Portfolio Funds in which the Master Fund will invest may engage in transactions
with affiliates, to the potential detriment of investors, including the Master Fund.
 The Fund, through its investment in the Master Fund, may not be able to invest
in certain Portfolio Funds that are oversubscribed or closed or may only be able
to allocate a limited amount of assets to a Portfolio Fund that has been identified
as an attractive opportunity.
 Portfolio Funds are subject to the risk of failure of brokerage firms that execute
trades, the clearing firms that such brokers use or the clearing houses of which
such clearing firms are members.
 Portfolio Managers may use proprietary investment strategies that are based on
considerations, and subject to risks, that are not fully disclosed to LMPFA, the
Sub-Adviser, or the Master Fund.
 Portfolio Funds make publicly available far less information than registered
investment companies, such as the Fund. As a result, shareholders in the Master
Fund will have limited information about the Portfolio Funds in which the Fund,
through its investment in the Master Fund, invests.
 Certain Portfolio Funds may be newly-formed entities with little or no operating
history upon which the Sub-Adviser can evaluate potential performance.
 There is no assurance that the returns on the Master Funds investments will be
commensurate with the risk of investment.
 The Master Fund may not be able to vote on matters that require the approval of
the investors of an underlying Portfolio Fund, including a matter that could
adversely affect the Master Funds investment in a Portfolio Fund.
 Portfolio Managers may gain access to material, non-public information, which
may limit their investment opportunities.
 Portfolio Managers of Portfolio Funds may engage in misconduct and be subject
to regulatory or judicial sanction, which may negatively impact the Master
Funds investments.
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 Some of the underlying Portfolio Funds may be organized outside of the United
States. A Portfolio Fund organized outside of the United States may be subject
to certain risks not present in a Portfolio Fund organized in the United States.
 Ongoing volatility in the equity and debt capital markets may impede the ability
of the Sub-Adviser and of Portfolio Managers to successfully identify
investment opportunities.
 Recent events in the sub-prime mortgage market and other areas of the markets
have caused significant dislocations, illiquidity and volatility in the structured
credit, leveraged loan and high-yield bond markets, as well as in the wider
global financial markets. These events may have an adverse impact on the
Master Funds and the underlying Portfolio Funds investments.
 Future legislative, judicial or administrative action could adversely affect the
ability of Portfolio Funds to implement their investment programs.
There are certain regulatory risks associated with an investment in the Fund,
including the following:
 Underlying Portfolio Funds generally will not be registered as investment
companies under the 1940 Act or be subject to any other comprehensive
regulatory scheme. As a result, Portfolio Funds will not provide investors, such
as the Master Fund, with the same protections provided by registered investment
companies.
 Portfolio Managers may not be registered under the Advisers Act.
 A change in law or regulatory requirements with respect to the Fund, the Master
Fund or Portfolio Managers and/or Portfolio Funds in which the Master Fund
invests may have a negative impact on the Funds performance.
There are certain tax risks associated with an investment in the Fund, including
the following:
 Failure to satisfy the diversification and distribution requirements of the Code
could subject the Fund to excise taxes and regular corporate income taxes.
 If a Portfolio Fund is classified as a passive foreign investment company (a
PFIC) for U.S. federal income tax purposes and the Fund or the Master Fund
makes a valid election to mark to market its interest in the Portfolio Fund for
U.S. federal income tax purposes, the Fund will be required to recognize as
ordinary income each year the excess, if any, of the fair market value of its
indirect interest in the Portfolio Fund at the end of the year over its adjusted tax
basis in such interest. Alternatively, under certain circumstances the Master
Fund may elect to treat the PFIC as a qualified electing fund (a QEF), which
would result in the Master Fund recognizing income and gain each year based
on its allocable share of the income and gain recognized by the QEF. Under
either election, the income or gain recognized by the Fund may not be matched
by corresponding
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cash distributions to the Master Fund, and the Master Fund may need to borrow
money or to dispose of its interests in other Portfolio Funds in order to enable
the Fund to make the distributions required in order to maintain the Funds
status as a RIC and to avoid the imposition of a federal income tax and/or a
nondeductible 4% excise tax. There can be no assurances, however, that the
Master Fund will be successful in this regard and, accordingly, the Fund may not
be able to maintain its status as a RIC.
 The Fund may distribute dividends that are payable in cash or Shares at the
election of each shareholder. In the event the Fund pays any such dividends,
shareholders subject to U.S. federal income tax generally will be required to
recognize the full amount of the dividend (including the portion payable in
Shares) as ordinary dividend income to the extent of the Funds current and
accumulated earnings and profits for U.S. federal income tax purposes.
Accordingly, the Fund should be considered a speculative investment and
entails substantial risks, and a prospective investor should invest in the Fund
only if it can sustain a complete loss of its investment. See Risk Factors
beginning on page 38 of this prospectus.

Conflicts of Interests

The investment activities of LMPFA, the Sub-Adviser, LMIS, the Portfolio
Managers and their respective affiliates, and their directors, trustees, managers,
members, partners, officers, and employees (collectively, the Related Parties),
for their own accounts and other accounts they manage, may give rise to conflicts
of interest that potentially could disadvantage the Master Fund, Fund and their
respective shareholders. The Related Parties may provide other investment
management services to other funds and discretionary managed accounts that
follow investment programs which are similar to investment strategies of the
Master Fund and the Fund. The Related Parties are involved with a broad
spectrum of financial services and asset management activities, and may, for
example, engage in the ordinary course of business in activities in which their
interests or the interests of their clients may conflict with those of the Master
Fund and the Fund or the shareholders.
The trading activities of the Related Parties are carried out without reference to
positions held directly or indirectly by the Master Fund and the Fund. In addition
and more significantly, the Related Parties may be involved with other investment
programs, investment partnerships or separate accounts that use Portfolio
Managers or Portfolio Funds that are either already a part of the Master Funds
portfolio or that may be appropriate for investment by the Master Fund. In some
cases, these Portfolio Funds may be capacity constrained. The Related Parties are
under no obligation to provide the Master Fund with capacity with respect to
these Portfolio Funds and, accordingly, the Master Fund may not gain exposure or
may achieve reduced exposure with respect to these Portfolio Funds. The Master
Funds operations may give rise to other conflicts of interest that could
disadvantage the Fund and the shareholders. See Conflicts of Interest in the
SAI.
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SUMMARY OF FUND EXPENSES
The following fee table and examples are intended to assist investors in understanding the costs and expenses that an Institutional
shareholder in the Fund will bear directly or indirectly. The Fund is a feeder fund in a master-feeder structure and invests
substantially all of its assets in the Master Fund. The expenses associated with investing in the Master Fund, which is a fund-of-hedge
funds, are generally higher than those of other types of funds that do not invest primarily in other investment vehicles. This is because
the investors in a fund-of-hedge funds, such as the Master Fund, also indirectly pay a portion of the fees and expenses, including
performance-based compensation, charged at the underlying Portfolio Fund level. Some of the percentages indicated in the table below
are estimates and may vary. The expenses shown in the table under Other Expenses and Total Annual Fund Operating Expenses are
based on estimated amounts for the Funds current year. For a more complete description of the various fees and expenses of the Fund,
see Use of Proceeds, Management of the Fund, Services, and Repurchases of Shares.

SHAREHOLDER TRANSACTION EXPENSES
Maximum Sales Load (as a percentage of offering price)(1)
ESTIMATED ANNUAL EXPENSES (as a percentage of net assets attributable to
Institutional
Shares)
Management Fee(2)
Other Expenses(3)
Acquired Fund Fees and Expenses(4)
TOTAL ANNUAL FUND OPERATING EXPENSES
Fee Waiver and/or Expense Reimbursement(5)
TOTAL ANNUAL EXPENSES AFTER FEE WAIVER AND/OR EXPENSE
REIMBURSEMENT

Percentage of
Offering Price
None
Percentage of
Net Assets
Attributable to
Institutional Shares
1.10
4.87
5.66
11.63
(4.12

%
%
%
%
)%

7.51

%

(1) LMIS, LMPFA, the Sub-Adviser and/or their affiliates may make payments for distribution, shareholder servicing, marketing and promotional activities and related
expenses out of their profits and other available sources, including profits from their relationships with the Fund or the Master Fund. These payments are not
reflected as additional expenses in the fee table contained in this prospectus. The recipients of these payments may include the Funds distributor and affiliates of
LMPFA or the Sub-Adviser, as well as non-affiliated broker/dealers, insurance companies, financial institutions and other financial intermediaries through which
investors may purchase Institutional Shares. The total amount of these payments may be substantial to any given recipient and may exceed the costs and expenses
incurred by the recipient for any Fund related marketing or shareholder servicing activities. The payments described in this paragraph are often referred to as
revenue sharing payments. Revenue sharing arrangements are separately negotiated. Shareholders should contact LMIS or their Dealer for details about revenue
sharing payments it receives or may receive.
(2) In consideration of the advisory and other services provided by LMPFA to the Master Fund pursuant to a management agreement, the Master Fund will pay LMPFA
an annual fee, payable monthly, in an amount up to 1.10% of the Master Funds average monthly managed assets. The management fee and related terms of the
Funds management agreement with LMPFA are substantially the same as the terms of the Master Funds management agreement with LMPFA, except that
pursuant to the Funds management agreement, no management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund. The
Funds shareholders bear an indirect share of the management fee payable by the Master Fund to LMPFA through the Funds investment in the Master Fund.
(3) The Fund bears its own operating expenses (including, without limitation, its offering expenses), which therefore will be borne by the Funds shareholders. Other
Expenses also include a pro rata portion of the Master Funds fees and expenses, excluding management fees, and are estimated for the current fiscal year.
(4) The Acquired Fund Fees and Expenses include the Master Funds estimated share of operating expenses and performance-based incentive fees and allocations of the
underlying Portfolio Funds in which the Master Fund, and the Fund, through its investment in the Master Fund, may invest. The costs incurred at the underlying
Portfolio Fund level include management fees, administration fees, professional fees, incentive fees and allocations and other operating expenses. In addition, the
underlying Portfolio Funds also incur trading expenses, including interest and dividend expenses, which are the by-product of leveraging or hedging activities
employed by the Portfolio Managers in order to seek to enhance or preserve the Portfolio Funds returns. Brokerage and transaction costs incurred by Portfolio
Funds and exchange-traded funds in which the Master Fund may invest are not included in Acquired Fund Fees and Expenses. The Acquired Fund Fees and
Expenses listed above are based upon a pro rata share of the fees and expenses of Portfolio Funds in which the Fund invested during the fiscal period ended March
31, 2013, as updated to reflect available data. The future fees and expenses of the Portfolio Funds may be substantially higher or lower because certain fees are based
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upon the performance of the Portfolio Funds, which may fluctuate over time. These indirect fees and expenses are not paid to LMPFA or the Sub-Adviser and
represent the Master Funds cost of investing in the underlying Portfolio Funds. These fees are in addition to the Funds direct fees and expenses.
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(5) LMPFA has agreed to waive fees and/or reimburse expenses (including offering expenses) to the extent necessary to ensure that the total annual Fund operating
expenses attributable to the Institutional Shares will not exceed 1.85% (excluding fees and expenses, including incentive or performance allocations and fees,
attributable to Portfolio Funds, brokerage, interest expense, taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or reimbursed
within three years after the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating expenses attributable to the Institutional
Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any amount that would result in the total annual Fund operating
expenses attributable to the Institutional Shares exceeding the limit described above. These arrangements will continue until December 31, 2014. Any modification
or termination of these arrangements prior to December 31, 2014 will require approval of the Board of Trustees.

The following examples are intended to help you compare the cost of investing in the Fund with the cost of investing in other
funds. The assumed 5% annual return, which is required by the SEC, is not a prediction of, and does not represent, the projected or
actual performance of the Fund.
Examples
You would pay the following fees and expenses on a $1,000 investment, assuming a 5% annual return:
1 Year

3 Years

5 Years

10 Years

$74

$ 286

$ 471

$ 836

You would pay the following fees and expenses on a $250,000 investment, assuming a 5% annual return:
1 Year

3 Years

5 Years

10 Years

$18,539

$71,534

$117,734

$208,956

The examples above are based on the estimated fees and expenses set out above. The examples should not be considered a
representation of future expenses. Actual expenses may be greater or less than those shown. The rate of return of the Fund may be
greater or less than the hypothetical 5% return used in the examples. A greater rate of return than that used in the examples would
increase the dollar amount of the Funds pro rata portion of the management fee. The examples set forth above also include the
Acquired Fund (Portfolio Fund) Fees and Expenses set forth in the fee table, an indirect expense of shareholders.
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FINANCIAL HIGHLIGHTS
Set forth below is selected financial information that has been derived from the audited financial statements of the Fund for the
fiscal year ended March 31, 2013*. The Funds financial statements for the fiscal year ended March 31, 2013 were audited by KPMG
LLP (KPMG), the Funds independent registered public accounting firm and are incorporated by reference in the SAI. Information
for the Institutional Shares is for the period from January 1, 2013 (commencement of operations of the share class) through March 31,
2013.
For an Institutional Share of beneficial interest outstanding throughout the period ended March 31, unless otherwise noted:
2013

Net asset value per share, beginning of period:

$10.30

operations:1

Income (loss) from investment
Net investment loss
Net change in unrealized appreciation from investments in Portfolio Funds

(0.05 )
0.50

Total income from investment operations

0.45

Net asset value per share, end of period:

$10.75

Total return2
Net assets, end of period (000s)
Ratios to average net assets:
Gross expenses3,4
Net expenses3,4,5,6
Net investment loss3
Portfolio turnover rate

4.37 %
$23,248
5.72
1.85
(1.77
16

%
%
)%
%

The above ratios may vary for individual investors based on the timing of Fund share transactions during the period.


For the period from January 1, 2013 (commencement of operations of the share class) to March 31, 2013.

1

Per share data for income (loss) from investment operations is computed using the net income (loss) for the period divided by the average monthly shares.

2

Performance figures, exclusive of sales charges, reflect fee waivers and/or expense reimbursements. In the absence of fee waivers and/or expense reimbursements,
the total return would have been lower. Past performance is no guaranteed of future results. The total return for periods less than one year have not been annualized.

3

Annualized.

4

Does not include expenses of the Portfolio Funds in which the Master Fund invests.

5

As a result of an expense limitation, the Funds manager has agreed to waive fees and/or reimburse the Funds expenses (including organization and offering
expenses) to the extent necessary to ensure that the Funds total annual Fund operating expenses attributable to the Institutional Shares will not exceed 1.85%
(excluding fees and expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds, brokerage, interest expense, taxes and
extraordinary expenses). This expense limitation arrangement cannot be terminated prior to December 31, 2014 without the Board of Trustees consent.

6

Reflects fee waiver and/or expense reimbursements.

*

During the fiscal year ended March 31, 2013 the Fund invested in Portfolio Funds directly. The Institutional Shares were known as the Advisor Class Shares and the
Service Shares were known as the Broker Class Shares. The financial highlights presented above relate to the Advisor Class Shares. In connection with the Funds
restructuring into a master-feeder structure, the Advisor Class Shares were renamed Institutional Shares. On May 31, 2013, the Fund was renamed Permal Hedge
Strategies Fund I.
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USE OF PROCEEDS
The proceeds from the sale of Shares, net of the Funds fees and expenses, will be invested by the Fund to pursue its investment
objective and strategies as soon as practicable (and not later than 3 months), consistent with market conditions and the availability of
suitable investments, after receipt of such proceeds by the Fund.
THE FUND
Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust registered under the Investment Company Act of 1940,
as amended (the 1940 Act), as a non-diversified, closed-end management investment company. The Fund invests substantially all of
its assets in Permal Hedge Strategies Portfolio, which employs a fund-of-hedge funds investment program that provides a means for
investors to participate in investments in Portfolio Funds, by providing a single portfolio of underlying Portfolio Funds which are
managed by Portfolio Managers.
INVESTMENT OBJECTIVE
The Funds investment objective is to seek long-term capital appreciation while attempting to reduce risk and volatility. In seeking
to achieve its objective, the Fund, through its investment in the Master Fund, will provide its shareholders with access through
investments in the Portfolio Funds to a broad range of investment strategies with a global fixed income focus, which may include, but
are not limited to, global fixed income strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income
arbitrage, asset-backed securities, long-only, high yield, emerging markets debt), global event-driven strategies (e.g., risk arbitrage,
distressed debt, special situations, activists) and global macro strategies (e.g., discretionary, systematic, natural resources) and, to a
lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce investment returns that have lower risk than traditional
long-only investments and over time produce above-market returns. The combination of various Portfolio Funds that utilize alternative
investment strategies and that are typically less correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to such market than traditional long-only funds investing in the
same market.
The Sub-Adviser of the Master Fund will not invest more than 20% of the Master Funds managed assets (measured at the time of
investment) in any one Portfolio Fund. Managed assets means net assets plus the principal amount of any borrowings and assets
attributable to any preferred shares that may be outstanding. There is no minimum or maximum number of Portfolio Funds in which the
Master Fund may invest. The Fund, through its investment in the Master Fund, may invest in various Portfolio Fund structures including
limited partnerships, limited liability companies, offshore corporations, joint ventures and other investment vehicles. The Portfolio
Funds may employ any investment strategy or technique and may invest in securities of issuers in any region or country. The Fund
cannot guarantee that its investment objective will be achieved or that its portfolio design and risk monitoring strategies will be
successful. See Risk Factors.
Certain of the Funds investment policies are considered fundamental and may not be changed by the Funds Board of Trustees
without the approval of the holders of a majority of the outstanding Shares (and preferred shares, if any). A majority of the
outstanding shares means (i) 67% or more of the shares present at a meeting, if the holders of more than 50% of the shares outstanding
are present or represented by proxy or (ii) more than 50% of the Shares outstanding, whichever of (i) or (ii) is less. See Additional
Investment Policies for a complete list of the fundamental and non-fundamental investment policies of the Fund. There is no
assurance that the Fund will achieve its investment objective.
INVESTMENT STRATEGY AND PROCESS
The combination of various Portfolio Funds that utilize alternative investment strategies and that are less correlated to the market
than traditional long-only funds is expected to produce a portfolio that is less volatile than the general market and less correlated to such
market than traditional long-only funds investing in the same
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market. The Fund will pursue its investment objective by investing substantially all of its assets in the Master Fund. The Master Fund
will primarily invest in the Portfolio Funds that employ a variety of alternative investment strategies. The Sub-Adviser will not invest
more than 20% of the Master Funds managed assets (measured at the time of investment) in any one Portfolio Fund. There is no
minimum or maximum number of Portfolio Funds in which the Fund, through its investment in the Master Fund, may invest.
Portfolio Fund Structure
Portfolio Funds are investment funds, typically organized as limited partnerships or limited liability companies, that are not
generally required to register under the 1940 Act because they do not publicly offer their securities and are restricted as to either the
number of investors permitted to invest in the fund or as to the qualifications of persons eligible to invest (determined with respect to the
value of investment assets held) in the fund. The Master Fund will typically invest in Portfolio Funds that are exempt from registration
pursuant to Section 3(c)(7) of the 1940 Act, and thus require their investors to be qualified purchasers. A qualified purchaser
generally is an individual with at least $5 million in investment assets or an entity with at least $25 million in investment assets. These
types of investment funds are commonly known as hedge funds. A hedge fund is an investment structure for a private investment pool,
which may invest in a wide range of securities using a variety of investment strategies.
Portfolio Fund Strategy
Portfolio Funds typically have wide latitude to pursue investment programs designed to produce positive returns.
The Sub-Adviser anticipates that the investment programs of the Portfolio Managers will fall within one of the following broad
categories of alternative investment strategies traditionally employed by Portfolio Funds:


Global fixed income strategies, such as U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income arbitrage,
asset-backed securities, long-only, high yield and emerging markets debt;



Global event-driven strategies, such as distressed debt, risk arbitrage, special situations and activists;



Global macro, such as discretionary, systematic as well as natural resources strategies. See Investment Categories below
for more detail on these strategies; and



To a lesser extent, equity long/short strategies.

The typical Portfolio Fund has greater investment flexibility than traditional investment funds (such as mutual funds and most
other registered investment companies) as to the types of securities owned, the types of trading strategies employed, and in many cases,
the amount of leverage it may use. For example, Portfolio Funds may invest in stocks, bonds, currencies, commodities and their
derivatives, and a variety of other types of securities; and they may take long, short, spread, option or other types of positions in any of
these securities. Hence, Portfolio Funds may be able to provide risk and return characteristics that cannot be duplicated by registered
investment companies such as mutual funds, which have limits on what investment strategies they can employ.
In connection with investing the assets of the Master Fund, the Sub-Adviser seeks to identify and invest the Master Funds assets
primarily with Portfolio Managers with established track records that have historically been able to generate attractive returns at a level
of risk deemed acceptable to the Sub-Adviser. Both quantitative and qualitative factors are considered in evaluating prospective
Portfolio Managers including: general type of strategy employed; risk control policies and history; duration and speed of recovery from
drawdowns (i.e., losses); depth of experience; organizational infrastructure; fee levels and reputation in the industry.
The Master Fund intends to vary its investment exposure through investments in a broad range of Portfolio Funds. The SubAdviser may seek to diversify among manager strategies, geographic regions, sector and asset classes. The Sub-Adviser will not invest
more than 20% of the Master Funds managed assets (measured at the time of investment) in any one Portfolio Fund. The combination
of the Portfolio Funds that utilize alternative investment strategies and that are typically less correlated to the market than traditional
funds is expected to
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produce a portfolio that is less volatile than the general market in which the Fund, through its investment in the Master Fund, invests
and less correlated to such market than traditional funds investing in the same market. The Sub-Adviser will seek to control Portfolio
Manager-specific risks through due diligence and the Portfolio Manager selection process, as well as subsequent ongoing monitoring.
The Fund, through its investment in the Master Fund, will invest primarily in Portfolio Funds that are managed by Portfolio
Managers that employ a variety of alternative investment strategies that individually offer the potential for attractive investment returns.
Portfolio Managers may invest and trade in a wide range of instruments and markets, including, but not limited to, fixed income
and other debt-related instruments (such as interest rate swaps or futures), currencies, financial futures, commodities and U.S. and nonU.S. equities and equity-related instruments (such as warrants, options and equity futures). In connection with their investment
programs, Portfolio Managers will make use of a variety of sophisticated investment techniques that often involve, among other things,
leveraging (borrowing money for investment purposes), short sales of securities, hedging and arbitrage techniques and transactions in
derivative securities and other financial instruments such as stock options, index options, futures contracts, and options on futures.
Portfolio Managers use of these techniques will be an integral part of their investment programs, and involves significant risks to the
Master Fund in which the Fund will invest substantially all of its assets. There is no limit on the exposure to derivative instruments an
individual Portfolio Fund may undertake.
The Master Fund is not limited with respect to the types of investment strategies that Portfolio Managers may employ or the
markets or instruments in which they invest. The types of investment strategies and instruments which the Portfolio Managers may
employ and their respective risks are discussed under Risk Factors and Investment Strategy and ProcessInvestment Categories
below. The Master Funds structure and its investment approach are designed to provide the Fund several advantages over direct
investments in private investment funds, including:


the ability to invest in a professionally constructed and managed investment portfolio of private investment funds;



access to a diverse group of Portfolio Managers that utilize varying investment styles and strategies; and



reduced risk exposure that comes from investing with multiple Portfolio Managers that may have exhibited low correlation to
one another.

Most Portfolio Funds will invest primarily in marketable securities, although certain Portfolio Funds may also invest in privately
placed securities and other investments that are illiquid. Interests in the Portfolio Funds will not themselves be marketable and will have
limited liquidity.
Portfolio Managers are generally not limited as to the markets (either by location or type) in which they may invest or the
investment discipline that they may employ (such as bottom-up or top-down analysis). Portfolio Funds in which the Fund, through its
investment in the Master Fund, will invest may include private investment limited partnerships, joint ventures, other investment
companies and similar entities managed by Portfolio Managers.
To the extent permitted by applicable regulations and except as expressly provided in this Prospectus, neither the name of the Fund
nor any aspect of the Funds investment program is a fundamental investment policy of the Fund, and each can be changed by the
Funds Board of Trustees without shareholder approval. In the event of such a change, shareholders would receive notice.
Portfolio Funds Selection Process
Although the Master Fund is not required to maintain exposure to any particular strategy, the Sub-Adviser anticipates that the
Master Fund, in which the Fund invests substantially all of its assets, will typically gain exposure, through its investment in Portfolio
Funds, to a number of common alternative investment strategies across markets and risk profiles. The Master Fund may invest in
various structures of Portfolio Funds including
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limited partnerships, limited liability companies, offshore corporations, joint ventures and other investment vehicles. The Master Fund
anticipates that its potential losses from an investment in a Portfolio Fund will generally be limited to the Master Funds investment in
the Portfolio Fund (plus any appreciation thereon), subject to any indemnification provisions. The Sub-Adviser will not invest more
than 20% of the Master Funds managed assets (measured at the time of investment) in any one Portfolio Fund. There is no minimum
or maximum number of Portfolio Funds in which the Master Fund may invest.
The Fund, however, is not limited with respect to the types of investment strategies, including the investment strategies described
above, that may be employed or the markets (including non-U.S. markets) or types of instruments in which it may invest.
Investors in Portfolio Funds, such as the Master Fund, accrue significant fees and expenses in connection with such investments.
The Master Fund will normally pay the Portfolio Funds in which it invests a management fee on a monthly or quarterly basis, which is
calculated based on the Portfolio Funds assets under management and the value of the Master Funds investment. Portfolio Funds may
also charge incentive or performance allocations or fees, which usually entail a fixed percentage of profits. During the course of an
investment in a Portfolio Fund investors bear ongoing operating and administrative expenses, including the cost of third party service
providers. Investors in Portfolio Funds will also bear the cost of brokerage and transaction fees incurred by the Portfolio Funds in which
they invest. Investors in Portfolio Funds may incur additional fees in connection with the redemption or withdrawal of Portfolio Fund
interests. The Master Fund may also bear part of the cost of the valuations provided to the Master Fund by the third party administrators
of Portfolio Funds. The Fund will bear its proportionate share of the Master Funds fees and expenses, including the expenses of the
Portfolio Funds in which the Master Fund invests.
In general, interests in the Portfolio Funds are not freely tradable and/or have substantial transfer restrictions. In addition, the
Portfolio Funds have no active trading market and generally have limited rights as to redemption. See Risk FactorsRisks Related to
the Investment Activities of Portfolio Funds, the Fund and the Master FundIlliquidity of Investments in Portfolio Funds.
The Sub-Adviser decides how many Portfolio Funds it will invest with and allocates assets to Portfolio Funds based upon, among
other things, quantitative and qualitative techniques and risk management guidelines that seek exposure to the investment categories
listed above. Such quantitative and qualitative factors may include, but are not limited to, the general type of strategy employed; risk
control policies and history; duration and speed of recovery from drawdowns (losses); depth of experience; organizational
infrastructure; fee levels; reputation in the industry; ability to perform in up and down markets; and enhanced returns and/or lower
volatility. The Fund and the Master Fund are non-diversified under the 1940 Act and may thus concentrate their respective assets in
fewer issuers than a fund that is organized as a diversified fund under the 1940 Act.
The Sub-Adviser may emphasize certain strategies that the Sub-Adviser believes are more likely to be profitable than others due to
its assessment of prevailing market conditions. The Sub-Adviser may seek to diversify the Master Funds investments in Portfolio
Funds by Portfolio Manager style, geographic region and sector biases, among other factors. Based upon the number of available
Portfolio Managers pursuing an investment strategy and the Sub-Advisers view of the investment potential and benefits of such
strategy, certain of the Portfolio Funds selected by the Sub-Adviser may be allocated substantially larger portions of the Master Funds
assets than other Portfolio Funds. The Sub-Adviser will conduct periodic reviews of each Portfolio Funds performance and make
allocations and reallocations of Master Fund assets based upon an ongoing evaluation of investment performance, changes in the
investment strategies or capabilities of Portfolio Funds and changes in market conditions. Portfolio Managers and third party
administrators may face conflicts of interest in valuing portfolio securities since such values affect their respective compensation.
Portfolio construction reflects both a top-down and bottom-up approach. The bottom-up process includes idea generation, due
diligence and portfolio monitoring with respect to Portfolio Managers and Portfolio Funds. While Portfolio Manager selection is
primarily a bottom-up approach, the Sub-Adviser establishes a top-down macroeconomic view that forms the basis for setting target
allocations for each major strategy and region.
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The Fund, through its investment in the Master Fund, will rely on the Sub-Advisers ability to select appropriate investment
strategies and to select and monitor Portfolio Managers to implement such strategies. Prospective investors should consider that the
Funds return will be largely dependent on the ability of the Sub-Adviser to select Portfolio Managers who perform well over time.
The Sub-Adviser anticipates that the number and identity of Portfolio Funds will vary over time, at the Sub-Advisers discretion,
as a result of allocations and reallocations among existing and new Portfolio Funds and the performance of each Portfolio Fund as
compared to the performance of the other Portfolio Funds. The Sub-Adviser may select new Portfolio Funds, or redeem or withdraw
from Portfolio Funds, subject to redemption and withdrawal limitations set forth by the Portfolio Funds, at any time without prior notice
to, or the consent of, shareholders in the Fund. There is no minimum or maximum number of Portfolio Funds in which the Master Fund
must be invested.
Investment Limitations of the Master Fund
The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at the time of investment) in any
one Portfolio Fund. In addition, the Master Fund will at all times limit its investment position in any one Portfolio Fund to less than 5%
of the Portfolio Funds outstanding voting securities, absent an SEC order (or assurances from the SEC staff) under which the Master
Funds contribution and withdrawal of capital from a Portfolio Fund in which it holds 5% or more of the outstanding voting securities
will not be subject to various 1940 Act prohibitions on affiliated transactions. The prohibitions on affiliate transactions imposed by the
1940 Act are intended to prevent over-reaching of a registered investment company by an affiliate. However, to permit the investment of
more of its assets in Portfolio Funds that do not have many investors but are deemed attractive by the Sub-Adviser, the Master Fund
may purchase non-voting securities (securities from a class of shares with no voting rights) of Portfolio Funds, subject to a limitation
that the Master Fund will not purchase voting and non-voting interests in a Portfolio Fund that in the aggregate represent 25% or more
of the Portfolio Funds outstanding equity.
The Master Fund may elect to hold non-voting securities in Portfolio Funds or waive the right to vote in respect of a Portfolio
Fund. In such cases, the Master Fund will not be able to vote on matters that require the approval of the shareholders of the Portfolio
Fund, including matters adverse to the Funds or the Master Funds interests. The Master Fund does not intend to acquire a sufficient
percentage of the economic interests in any Portfolio Fund to cause the Master Fund to control any Portfolio Fund. Applicable securities
rules and interpretations may limit the percentage of voting or non-voting securities of any Portfolio Fund that may be held by the
Master Fund.
As a general matter, the Portfolio Funds in which the Fund, through its investment in the Master Fund, will invest, unlike public
companies, typically do not provide their shareholders with an ability to vote (except under quite limited circumstances). The Master
Funds practices regarding investment in non-voting securities or waivers of voting rights are, therefore, not expected to adversely
affect the Master Funds operations. Nonetheless, it is possible these practices will prevent the Master Fund from participating in voting
on a particular issue to the maximum extent available to other shareholders. When deciding to forego or waive voting rights, the SubAdviser considers the interests of the Fund and the Master Fund. The Master Fund has not established specific written procedures
relating to this process. The 1940 Act generally prohibits registered investment companies from effecting transactions with affiliates
unless specifically permitted under the 1940 Act or the SEC has granted exemptive relief. Neither the Fund nor the Master Fund
currently intend to seek exemptive relief from the SEC in order to effect transactions with affiliates.
Unless otherwise specified, investment limitations will be applied at the time of investment. Therefore, these percentages could be
exceeded due to fluctuations in the value of the Master Funds portfolio securities or to pay expenses. The Master Funds investment
limitations are not applied to the portfolio securities held by the Portfolio Funds in which the Master Fund may invest.
Investment Categories
The Sub-Adviser anticipates that the investment strategies of the Portfolio Managers will fall within one of the investment
categories as set forth below. Particular investments made by the Portfolio Funds and the risks
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related thereto are further discussed under Risk Factors below. The Portfolio Managers may also engage in certain investment
strategies not described below.
1. Global fixed income strategies. Such strategies may include U.S. and non-U.S. fixed income hedge, fixed income arbitrage,
convertible arbitrage, asset-backed securities, long-only, high yield and emerging markets debt.


U.S. and non-U.S. fixed income hedge generally involve a Portfolio Manager making long and short investments primarily in
various credit instruments, including bonds, loans, asset-backed securities and credit default swaps and in some or all quality
segments including investment grade, high yield, and emerging markets debt.



Fixed income arbitrage. Attempts to capture mispricing within and across global fixed income markets and associated
derivatives. Value may be added by taking advantage of advantageous tax provisions, yield curve anomalies, volatility
differences and arbitraging bond futures versus the underlying bonds (basis trading). Typically, a large amount of leverage is
used to enhance returns.



Convertible arbitrage. Seeks to profit from the mispricing of the embedded option in a convertible bond. Frequently, this
strategy is characterized by a long, convertible position and corresponding short position in the underlying stock. Convertible
arbitrage may use low or high levels of leverage depending upon the specific securities held by the Portfolio Fund.

2. Global event-driven. Event-driven strategies can include distressed debt, risk arbitrage, special situations and activists. Portfolio
Managers employing such strategies maintain positions in companies currently or potentially involved in a wide variety of corporate
transactions. Event-driven exposure can include a combination of equity markets, credit markets and idiosyncratic, company-specific
developments. The outcome of the investment is predicated on an event or catalyst.


Risk arbitrage. Seeks to exploit the change in the price of a firms securities as a result of a takeover or merger. Typically, the
Portfolio Manager will take long positions in the securities of the target firm and short positions in the securities of the
acquiring firm.



Special situations strategies involve investing in securities of issuers that are engaged in, or expected to experience, certain
special events such as restructurings, spin-offs, liquidations, privatizations, stock buybacks, bond upgrades from credit
agencies, and earnings surprises, all with the intention of profiting from the outcome of such events.



Distressed securities involves investing in securities of a company that is near or in bankruptcy and, as a result, the securities
are trading at a reduced price.



Activist strategies attempt to obtain representation on a companys board of directors to impact the firms policies or
strategic direction. They can employ an investment process primarily focused on opportunities in equity and equity-related
instruments of companies which are currently or prospectively engaged in a corporate transaction or other catalyst-oriented
situation. Activist strategies are distinguished from other event-driven strategies in that, over a given market cycle, activist
strategies would expect to have greater than 50% of the portfolio in activist positions.

3. Global macro strategies. Seek to profit from changes in global financial markets and take positions to take advantage of changes
in interest rates, exchange rates, liquidity and other macroeconomic factors. Investments may be either long or short in cash securities,
derivative contracts, or options, and may be in equities, fixed-income markets, currencies, or commodities (e.g., agricultural, metals,
energy). This category is composed of three major management strategies: discretionary strategies, systematic strategies and natural
resources strategies.
Portfolio Managers using discretionary global macro strategies seek to profit by capturing market moves throughout a broad
universe of investment opportunities. These opportunities include financial markets, such as global equity, currency, and fixed-income
markets, as well as non-financial markets, such as the energy, agricultural, and metals markets. These Portfolio Managers utilize a
combination of fundamental market research
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and information in conjunction with quantitative modeling to identify opportunities that exist within the markets. While the markets
they invest in may be diverse, these Portfolio Managers tend to hold more concentrated positions in a limited number of markets at any
one time. Positions may be long and short in different markets, and the Portfolio Managers tend to employ leverage.
Portfolio Managers using systematic global macro strategies employ proprietary or other models to identify opportunities that exist
within a diverse group of financial and non-financial markets and establish positions based on the models. While subjective investment
decisions are made, such decisions are the result of a heavier reliance upon models than is the case with discretionary strategies and the
vast majority of trading decisions are executed without discretion. Portfolio Managers employing systematic strategies tend to hold
positions in several markets at the same time, may be both long and short, and tend to use leverage when establishing positions. Within
this category are Portfolio Managers who engage in the following:


Momentum investing or trend-following strategies. Portfolio Managers who engage in momentum investing or
trend-following attempt to take advantage of the observable tendency of the markets to trend and to tend to make
exaggerated movements in both upward and downward directions. These exaggerated movements can be thought of as
resulting from the influence of crowd psychology, or the herd instinct, among market participants. Portfolio Managers using
this strategy primarily trade liquid futures, options and forward contracts though they may take positions in cash, cash equity
securities, mutual funds, and other derivative securities. These Portfolio Managers tend to use leverage when establishing
positions and hold positions in several markets at the same time.



Other Quantitative strategies. Portfolio Managers who engage in other quantitative strategies seek to profit from
discrepancies in the valuations of instruments and asset classes caused by differences in macroeconomic fundamentals and
technical factors, both across and within countries using a combination of fundamental, technical, macroeconomic data, and
linear and nonlinear forecasting models. Portfolio Managers will invest primarily in broad-based equity and fixed-income
index futures and options, currency futures and options, commodity futures and options, and swaps, and may also invest in
stocks, bonds, currencies, commodities, and other securities, in an opportunistic model-driven fashion.



Natural Resources Trading strategies. Portfolio Managers using commodity trading strategies generally invest on a global
basis in a portfolio of securities, commodities and derivative instruments relating to Commodity and Basic Industries,
which include but are not limited to energy, chemicals, agriculture, food, precious metals, industrial materials (and their
related support industries, including oil service, mining equipment, forest products, building/construction materials, ferrous
and non-ferrous metals, petrochemicals, and plastics) and related industries and manufacturing (e.g., homebuilding,
automobile manufacturing and autoparts, shipbuilding, and construction and construction engineering). Natural resources
trading includes cash commodities and futures, forward, option and swap contracts in agricultural, metals and energy items
among other commodities, while equity investments include securities of companies that produce, process, convert, transport
and service such commodities.

The Sub-Adviser actively manages the Master Funds allocation of Portfolio Fund investments between Portfolio Funds that
employ credit related strategies (e.g., global fixed income strategies) and non-credit related strategies (e.g., global event-driven and
global macro strategies) based on the Sub-Advisers market outlook.
It is anticipated that under normal circumstances the Master Fund generally will allocate assets among approximately 20 to 40
Portfolio Funds. However, assets may be allocated to more than 40 or less than 20 Portfolio Funds at the discretion of the Sub-Adviser
due to market conditions or the need for liquidity related to periodic repurchases of Shares, among other factors.
The Sub-Adviser intends to conduct comprehensive portfolio analysis and rebalance the Master Funds portfolio periodically. Due
to the general illiquidity of the Master Funds investments in Portfolio Funds and, in some cases, restrictions on withdrawals from the
Portfolio Funds, however, the Sub-Adviser may not be able to rebalance the Master Funds portfolio periodically, if necessary, or at
optimal times. Periodic rebalancing of the Master Funds portfolio may create taxable distributions and other costs to shareholders.
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Indemnification
Investors in Portfolio Funds, such as the Master Fund in which the Fund invests substantially all of its assets, indemnify Portfolio
Funds both directly and indirectly in connection with their investments. Investors in a Portfolio Fund indemnify the Portfolio Fund
directly for breaches of the representations and warranties they make in the subscription agreement governing the terms of their
investment in a Portfolio Fund. These representations and warranties are meant to help ensure ongoing Portfolio Fund compliance with
the 1933 Act and the 1940 Act. Portfolio Fund general partners, Portfolio Managers, directors, their affiliates and their respective
owners, employees, officers and agents (Covered Persons), will generally not be liable to the Portfolio Fund or any investor in a
Portfolio Fund for any act or omission taken, suffered or made by such Covered Person, except for certain specified conduct, which
generally includes acts exhibiting bad faith, gross negligence or willful misfeasance (Disabling Conduct). Portfolio Funds will
generally indemnify each Covered Person against all claims, damages, liabilities, costs and expenses, including legal fees, to which such
Covered Person may be or become subject relating to or arising out of the activities of a Portfolio Fund, or otherwise relating to or
arising out of the Portfolio Funds organizational documents that took place during the time such Covered Person was a director,
officer, partner, member, manager, employee or shareholder of the Portfolio Fund, except to the extent that such claims, damages,
liabilities, costs or expenses resulted from such persons own Disabling Conduct. The investors in a Portfolio Fund ultimately bear the
cost of such indemnification.
In general, an investor in a Portfolio Fund is directly liable to the Portfolio Fund for amounts owed pursuant to indemnification
obligations in a subscription agreement. The potential liability pursuant to such indemnification may exceed an investors investment in
a Portfolio Fund. For other matters, an investor in a Portfolio Fund, such as the Master Fund, solely by reason of being an investor in a
Portfolio Fund, is liable for debts and obligations of the Portfolio Fund only to the extent of its interest in the Portfolio Fund, its
obligation to return funds wrongfully distributed to it and its obligation to make payments pursuant to the next sentence. In order to
meet a particular debt or obligation, an investor or former investor may be required to make additional contributions or payments up to,
but in no event in excess of, the aggregate amount of returns of capital and other amounts actually received by it from the Portfolio Fund
during or after the fiscal year to which such debt or obligation is attributable; provided, that any such additional contributions will
generally be made by such investors or former investors, as applicable, on a pro rata basis. See Risk FactorsRisks Related to the
Investment Activities of Portfolio Funds, the Fund and the Master FundIndemnification of Portfolio Funds.
Exchange Traded Funds
The Master Fund and Portfolio Funds may purchase and sell shares of exchange-traded funds (ETFs), which are a type of
investment company or fund the shares of which are bought and sold on a securities exchange. An ETF generally represents a fixed
portfolio of securities, derivative instruments, currencies or commodities. The Master Fund or a Portfolio Fund could purchase an ETF
to gain exposure to a portion of the U.S. or a foreign market, or to a commodity or basket of commodities, or to hedge other
investments. The risks of owning an ETF generally reflect the risks of owning the underlying securities or commodities they are
designed to track. ETFs also have management fees and operating expenses that increase their costs. As a direct shareholder of an ETF,
the Master Fund would bear its pro rata portion of the ETFs expenses, including advisory fees. Similarly, a Portfolio Fund investing in
ETFs also would bear its pro rata portion of the ETFs expenses, including advisory fees, which the Master Fund indirectly would bear
by investing in the Portfolio Fund. These expenses would be in addition to the fees and other expenses that the Master Fund or the
Portfolio Fund bears directly in connection with their own operations.
Other Investments
Although the assets of the Master Fund generally will only consist of securities issued by the Portfolio Funds and cash and cash
equivalents, the Master Fund may also invest directly in government securities, exchange traded funds, registered investment companies
and certain derivative instruments (including forward contracts and swaps). These investments, while not anticipated to represent a
substantial portion of the Master Funds assets, could at times be significant. For further information related to investments in derivative
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instruments see Risk FactorsRisks Related to the Investment Activities of Portfolio Funds, the Fund and the Master FundUse of
Options and Other Derivatives.
Cayman Islands Subsidiary of the Master Fund
The Master Fund, through a wholly owned subsidiary organized in the Cayman Islands, may invest in certain commodities, such
as gold, and other commodity-related investments. The Master Fund will not invest more than 25% of its managed assets through a
Cayman Islands subsidiary. LMPFA will serve as the investment adviser and the Sub-Adviser will serve as the sub-adviser to such
subsidiary. In addition, the Master Fund will look-through such subsidiary for purposes of determining compliance with the Master
Funds investment restrictions (including its restriction related to the use of leverage), compliance policies and procedures and
applicable custody rules. The financial statements of the subsidiary will be consolidated with the Master Funds financial statements in
the Master Funds Annual and Semi-Annual Reports. The subsidiary is controlled by the Master Funds Board of Trustees.
PORTFOLIO CONSTRUCTION AND PROCESS
General. The Sub-Adviser allocates the Master Funds assets among Portfolio Funds and Portfolio Managers using its diverse
knowledge and experiences to assess the capabilities of the Portfolio Managers and to determine what it believes to be an appropriate
mix of investment strategies, asset classes, sectors and styles given the prevailing economic and investment environment. The Portfolio
Funds in which, and Portfolio Managers with which, the Master Fund invests may pursue various investment strategies and are subject
to special risks.
The Sub-Adviser was a pioneer in multi-manager, multi-strategy alternative investments, launching its first fund of hedge funds in
1973, and today manages a range of region and strategy focused multi-manager and single-manager portfolios, as well as investorspecific portfolios.
The Sub-Advisers diverse knowledge and experience in hedge fund strategy selection includes: (1) long-term experience
constructing diversified hedge fund portfolios on a global basis over many market cycles; (2) the ability to synthesize the views of the
underlying Portfolio Managers with whom the Sub-Adviser invests; and (3) quantitative tools to model portfolio exposure to market
factors.
The four senior members of the Sub-Advisers Investment Committee (as defined below) have worked together for approximately
20 years and have a combined 90 years of experience in financial services. They have invested in many different market cycles and have
identified and invested with a diverse group of hedge fund managers. The Sub-Adviser has substantial international research coverage
of the hedge fund community. This breadth of research capability allows for a broad asset allocation perspective, which generally covers
the breadth of strategies and investment objectives.
The Sub-Adviser has a long held philosophy of depth and liquid investing, with a concentration on global long/short, global macro
and global credit, where assets are priced on a mark-to-market basis, rather than the more leveraged and complex mark-to-model
strategies. Longstanding relationships with a diverse group of hedge fund managers bring together views from investment professionals
across a wide range of disciplines and investment strategies. This input is distilled to help formulate the Sub-Advisers own top-down
views. The Sub-Advisers risk models help identify portfolio exposures to market factors and how these are changing over time. The
Sub-Adviser monitors and modifies its investments using these risk models.
Process of Portfolio Construction. The Sub-Adviser generally intends to employ a multi-step process in structuring and monitoring
the Master Funds portfolio. The Sub-Adviser generally employs the following steps, although the steps may be conducted in any order:


Idea Generation



Due Diligence



Portfolio Monitoring
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Investment Strategy Allocation



Allocations to Portfolio Managers and Portfolio Funds

Idea Generation
The Sub-Adviser has extensive networks in the global investment community and excellent access to a wealth of Portfolio
Managers through its three decades of experience and existing relationships. The Sub-Advisers access is facilitated by long-term
relationships with leading Portfolio Managers and information from various affiliates.
Due Diligence
Each year the Sub-Adviser performs preliminary reviews on approximately 1,500 managers and has face-to-face meetings with
approximately 500 managers, of which 150 are new manager meetings. At these meetings, the managers performance, investment
strategy, risk management, assets under management, employee backgrounds, corporate structure and outlook are reviewed. A
proprietary report is then created that contains all manager material obtained or created during the review.
If a managers strategy and objective are aligned with the Sub-Advisers requirements, that manager is then placed on the actively
monitored list and internal due diligence is performed. Should the manager pass this stage, a portfolio manager of the Sub-Adviser will
then present the findings to the entire investment team with his or her recommendations, including an overview of fact-checks, reference
checks, financial statement reviews and due diligence reports. The final decision on manager selection is made by consensus. The
Investment Committee of the Sub-Adviser can veto a manager at any stage during the review process.
Quantitative and qualitative factors are both important parts of the Sub-Advisers due diligence process. The Sub-Adviser
performs historical product analyses over multiple time periods and attends multiple interviews with representatives from the managers
investment and operations teams. In performing the due diligence, the Sub-Adviser seeks to understand all sources of business risk.
On a quantitative basis, the Sub-Adviser examines monthly return patterns, standard deviations, length and size of drawdowns,
downside deviation and performance during periods of stress. The Sub-Adviser also looks for systematic risk factors that can explain
the returns. All analyses are applied to both the raw returns and to the de-smoothed returns. This seeks to account for potential serial
correlation, as many Portfolio Fund returns, especially those that employ arbitrage strategies, have high levels of autocorrelation that
cause volatility and systematic risk to be underestimated.
When analyzing historical information, the Sub-Adviser also focuses on the quality of the returns, taking into account the assets
managed, leverage employed, market environment and the breadth of the returns, i.e., did the gains (or losses) come from only one
good (or bad) trade.
While quantitative factors are an important input for manager selection, most investment decisions are made on the margin.
Virtually every manager that the Sub-Adviser meets has what appears to be a very compelling statistical record, so the final decision
also becomes a qualitative one.
Internal due diligence on all prospective and current managers includes, but is not limited to, the following:


Review of legal structure and documentation, financial statements, analysis of key ratios, site visits,



Media analysis: Review all coverage on underlying managers, and



Report on management structure, key personnel, strategy, investment process and risks

The Sub-Adviser has a dedicated operational due diligence team that seeks to identify and mitigate operational risks assumed
when allocating capital to external fund managers. As part of the due diligence process, the Sub-Adviser also has a technical due
diligence analyst who works closely with the operational due diligence team and evaluates disaster recovery programs and technical
infrastructure.
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Portfolio Monitoring
The Sub-Adviser monitors the Portfolio Managers and Portfolio Funds on a frequent basis. This may include meetings with
Portfolio Managers personnel, interaction with individuals and firms in the industry and gathering of information and materials from
websites and other communications.
Investment Strategy Allocation
The Sub-Adviser may establish certain target allocation for major regions and strategies based on its macroeconomic view of the
relevant markets. However, there are no minimum or maximum weightings to a strategy. Target allocations are continuously monitored
and reviewed by the Sub-Adviser and may be readjusted accordingly.
Allocations to Portfolio Managers and Portfolio Funds
The Sub-Adviser tends to allocate to Portfolio Managers and Portfolio Funds primarily through a bottom up approach. However,
the Sub-Adviser may utilize a top down view when evaluating and determining allocations. Allocations to Portfolio Managers and
Portfolio Funds are monitored and reviewed on an ongoing basis by the Sub-Adviser and may be readjusted accordingly.
LEVERAGE
Subject to limitations imposed by the 1940 Act, the Fund and Master Fund (as applicable) may borrow money from time to time.
The Fund and Master Fund (as applicable) currently intend to limit borrowings to those made (i) on a short-term basis and (ii) for the
purpose of (a) repurchasing shares of the Fund/Master Fund in the event that the Fund/Master Fund has no available cash or
immediately available liquid investments, (b) paying fees and expenses, (c) making any investments in Portfolio Funds prior to the
availability of cash or immediately available liquid investments (i.e., bridge financing for portfolio management purposes and not to
leverage investments) and/or (d) meeting distribution requirements for eligibility of the Fund/Master Fund to be treated as a regulated
investment company that would otherwise result in the liquidation of investments. Although LMPFA does not generally intend to
operate the Master Fund on a leveraged basis (including during its first year of operations), under some circumstances the Master Fund
could be leveraged for an extended period of time.
In addition, many Portfolio Managers with whom the Fund, through its investment in the Master Fund, invests utilize leveraging
and/or hedging techniques. The use of leveraging techniques, which may include borrowing on margin by the Portfolio Funds, may
increase the volatility of the value of the Funds Shares. The use of hedging techniques by the Portfolio Managers, which may include
the use of short sales, may reduce the potential loss resulting from a general market decline but may also restrain maximum capital
growth in times of a general market rise.
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RISK FACTORS
The Funds investment program is speculative and entails substantial risks. Investors should carefully consider the risks involved
in an investment in the Fund, including but not limited to those discussed below. Many of those risks are discussed elsewhere in this
Prospectus. Investors should consult their own legal, tax and financial advisers as to all these risks and an investment in the Fund
generally. Investors should only invest in the Fund as part of an overall investment strategy.
The risk factors generally fall into one of four broad categories:






Risks Related to an Investment in the Fund
Risks Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund
Regulatory Risks Associated with the Fund
Certain Tax Considerations with Respect to an Investment in the Fund

Risks Related to an Investment in the Fund
Investment in the Fund Is Not Suitable for All Investors. An investment in the Fund should be made only by investors who
understand the nature of the investment and do not require more than limited liquidity in this investment. An investor could incur
substantial, or even total, losses on an investment in the Fund. The Shares are only suitable for persons willing to accept this high level
of risk.
The Investment Program Is Speculative and Entails Substantial Risks. All securities investing and trading activities risk the loss of
capital. No assurance can be given that the Funds and the Master Funds investment objective will be achieved, that the performance
of the Fund and the Master Fund will be positive over any period of time, or that shareholders will not suffer losses. Many of the
Portfolio Funds may use leverage, engage in short sales and derivative transactions, maintain concentrated portfolios, invest in illiquid
securities or pursue other speculative and risky strategies. The Fund, through its investment in the Master Fund, may experience
significant losses from investing in Portfolio Funds that use such strategies. Moreover, there is no limit on the types of investments the
Portfolio Funds may make. As a result, the discussion in this Prospectus of potential investments that a Portfolio Fund may make cannot
be comprehensive. Investors should consider the possibility that the Portfolio Funds may make virtually any kind of investment, which
will subject investors to risks associated with such investments.
Non-diversification. As a non-diversified investment company, the Fund and the Master Fund are not subject to the percentage
limitations imposed by the 1940 Act on the portion of its assets that may be invested in the securities of any one issuer. As a result, the
investment portfolio of the Fund and the Master Fund may be subject to greater risk and volatility than if the portfolio were invested in
the securities of a broader range of issuers.
Lack of Cash Flow for Required Distributions. In order to qualify and to continue to qualify as a regulated investment company
under the Code, the Fund must distribute substantially all of its net investment income and capital gains to shareholders. The Funds
obligation to distribute its net income and capital gains to shareholders may force the Fund and the Master Fund to liquidate investments
at disadvantageous times. The requirement to make annual shareholder distributions may therefore inhibit the Funds ability to achieve
its investment objective. However, the Funds ability to make distributions in its own shares may limit the necessity to liquidate
investments and/or to borrow money to comply with the Funds obligation to distribute its net income and capital gains in cash.
Reliance upon the Sub-Adviser. The success of the Fund and the Master Fund depends on the ability of the Sub-Adviser, and
particularly on certain key employees of the Sub-Adviser, to develop investment strategies and select Portfolio Managers to achieve the
Funds and the Master Funds investment objective. The Funds and the Master Funds investment performance could be materially
adversely affected if any of such key employees were to die, become ill or disabled or otherwise cease to be involved in the active
management of the business of the Funds portfolio. The Sub-Adviser is subject to oversight by LMPFA and the Board of Trustees. As
with any managed fund, the Sub-Adviser may not be successful in selecting the best-performing Portfolio Funds or
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Portfolio Managers, and the Funds and the Master Funds performance may lag behind that of similar investment vehicles as a result.
The Sub-Adviser has limited experience in managing registered investment companies. In addition to the Fund and the other funds in
this master-feeder structure, the Sub-Adviser currently manages one U.S. registered fund of funds. The Sub-Adviser has
approximately 40 years of experience in managing funds of hedge funds that are not registered as investment companies under U.S. law
(although some are registered under the regulatory framework of foreign jurisdictions, such as the Undertaking For Collective
Investment in Transferable Securities (UCITS)).
General Economic and Market Conditions. The success of the Funds and the Master Funds activities may be affected by general
economic and market conditions, such as interest rates, availability of credit, inflation rates, economic uncertainty, changes in laws and
national and international political circumstances. These factors may affect the level and volatility of securities prices and the liquidity
of the Funds and the Master Fund investments and the Portfolio Funds investments. Unexpected volatility or illiquidity could impair
the Funds or the Master Funds profitability or result in losses.
Limited Operating History. The Fund and the Master Fund have limited operating histories upon which prospective investors can
evaluate potential performance. The past investment performance of other funds managed by LMPFA, the Sub-Adviser or of Portfolio
Managers with which the Fund invests or expects to invest may not be construed as an indication of the future results of an investment
in the Fund.
Conflicts of Interest. LMPFA and the Sub-Adviser may act as general partner and/or investment adviser to other entities with
investment objectives and strategies that overlap significantly with those of the Fund and the Master Fund and may direct investments in
which the Fund, through its investment in the Master Fund, would be interested to entities other than the Fund or the Master Fund; thus,
giving rise to conflicts of interest that may disadvantage the Fund. See Conflicts of Interest in the SAI.
Use of Leverage. The Fund and the Master Fund may, to the maximum extent permitted by the 1940 Act, borrow money for cash
management purposes, including but not limited to funding repurchases of Shares and for temporary investment purposes. Pursuant to
the 1940 Act, the Fund and the Master Fund generally may not borrow more than 33 1/3% of their respective net asset value (which
includes, for this purpose, the proceeds of such borrowing). The use of leverage can substantially increase the risks to which
investments in the Fund or the Master Fund are subject. The use of leverage increases the volatility of investment returns and subjects
shareholders to magnified losses if the return on the Funds or the Master Funds investments does not exceed the costs of the
borrowings or if investments decline in value. In addition, the Fund and the Master Fund are subject to the risk that the interest rates
payable on their borrowings may move in a way not anticipated, which may force the sale of Fund or Master Fund investments at a
disadvantageous time. If used, there is no assurance that the Funds or Master Funds leveraging strategies will be successful. Because
the fees received by LMPFA and the Sub-Adviser are based on the managed assets of the Fund or the Master Fund, as applicable,
(including assets attributable to any leverage that may be outstanding), LMPFA and the Sub-Adviser have a financial incentive to use
borrowings, which may create a conflict of interest between LMPFA and the Sub-Adviser on the one hand, and the Fund or the Master
Fund, on the other hand. The fees paid to LMPFA and the Sub-Adviser are based on the Funds or the Master Funds managed assets
because the investable assets are greater when leverage is incurred. The Funds incurrence of leverage is subject to Board oversight. As
a result of recent market events, the costs of leverage for funds similar to the Fund and the Master Fund have increased.
Valuation. The valuation of the Master Funds investments in the underlying Portfolio Funds is determined in accordance with the
Master Funds valuation procedures. The Master Fund anticipates that its Portfolio Fund investments will be fair valued under the
supervision of the Board of Trustees, primarily in reliance upon valuations supplied by the Portfolio Funds third party administrators.
In the event that a Portfolio Funds third party administrator does not report a month-end net asset value (an Underlying NAV) to the
Master Fund, on a timely basis, the Master Fund would determine the fair value of its investment in such Portfolio Fund based on a
valuation report provided by the Portfolio Fund, as well as any other relevant information available at the time the Master Fund values
its portfolio. Certain securities in which the Portfolio Funds invest may not have a readily ascertainable market price and are fair valued
by the Portfolio Managers and/or their administrators. A Portfolio
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Manager may face a conflict of interest in valuing such securities since their values affect the Portfolio Managers compensation.
However, neither the Sub-Adviser nor the Board of Trustees will be able to independently confirm the accuracy of the net asset value of
an underlying Portfolio Fund provided by the Portfolio Funds third party administrator (which valuations are unaudited, except for
year-end valuations).
Any valuations provided by the Portfolio Funds third party administrator upon which the Master Fund will calculate its net asset
value and net asset value per share may be subject to later adjustment based on valuation information reasonably available at such time.
For example, year-end net asset value calculations of the Portfolio Funds are audited by Portfolio Funds independent auditors and may
be revised as a result of such audits. Other adjustments may occur from time to time. See Determination of Net Asset Value.
Limited Liquidity. An investment in the Fund will have limited liquidity and is not suitable for an investor who needs liquidity. The
Fund is a closed-end management investment company designed primarily for long-term investment and is not intended to be a trading
vehicle. The Shares are not listed for trading on any securities exchange. There is no public market for the Shares and none is expected
to develop. The Shares therefore are not readily marketable and shareholders must be prepared to hold Shares for an indefinite period of
time. Because the Fund is a closed-end management investment company, Shares may not be redeemed on a frequent basis and may not
currently be exchanged for shares of any other fund.
Although the Fund expects to offer to repurchase Shares from shareholders from time to time, no assurance can be given that these
repurchases will occur as scheduled or at all. The Fund will conduct repurchase offers on a schedule and in amounts that will depend on
the Master Funds repurchase offers. The Master Fund may need to suspend or postpone repurchase offers if it is not able to dispose of
its interests in the Portfolio Funds in a timely manner. Some Portfolio Funds impose a lock-up on their investors precluding them from
redeeming their investments for a period of time. Portfolio Funds with lock-ups may, in some cases, allow investors to redeem their
investments during the lock-up period subject to a penalty. Additionally, Portfolio Funds typically hold back some percentage of full
redemptions until they complete their annual audits. Portfolio Funds generally have the right to suspend investor redemptions at their
discretion. Consequently, the Fund and the Master Fund may be highly illiquid. There may be times when the Sub-Adviser intends to
redeem the Master Funds investment with a Portfolio Fund, but cannot immediately do so even when other investors in the Portfolio
Fund are able to redeem. This could negatively impact the Fund and the Funds ability to conduct a repurchase, as well as the Master
Fund and the Master Funds ability to conduct a repurchase.
Even if the Fund makes a tender offer, there is no guarantee that shareholders will be able to sell all of the Shares that they desire
to sell in any particular tender offer. If a tender offer is oversubscribed by shareholders, the Fund will generally repurchase only a pro
rata portion of the Shares tendered by each shareholder. A large investor in the Fund seeking repurchase may cause a greater likelihood
of all shareholders seeking repurchase having their requests reduced pro rata. The potential for pro ration may cause some shareholders
to tender more Shares for repurchase than they otherwise would wish to have repurchased, which may adversely affect others wishing to
participate in the tender offer. In addition, in extreme cases, a Fund may not be able to complete repurchases if the Master Fund is
unable or unwilling to repurchase a portion of that Funds interest in the Master Fund due to the Master Funds inability to liquidate a
portion of its Portfolio Fund investments.
Subsidiary Risk. The Master Fund has a subsidiary organized in the Cayman Islands, through which the Master Fund may invest in
certain commodities, such as gold, and other commodity-related investments. It is not anticipated that the subsidiary will be registered
under the 1940 Act. As an investor in the subsidiary, the Master Fund would not have all of the protections offered to investors by the
1940 Act. However, the subsidiary is wholly-owned and controlled by the Master Funds Board of Trustees, managed by LMPFA and
subadvised by Permal. Therefore, the Master Funds ownership and control of the Subsidiary would make it unlikely that the subsidiary
would take actions contrary to the interests of the Master Fund or the Fund.
Market Disruption and Geopolitical Risk. The aftermath of the wars in Iraq and Afghanistan, instability in the Middle East and
terrorist attacks in the United States and around the world may have a substantial impact on the U.S. and world economies and securities
markets. The nature, scope and duration of the military actions in Iraq and Afghanistan cannot be predicted with any certainty. Terrorist
attacks closed some of the U.S. securities
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markets in 2001, and similar events cannot be ruled out in the future. The wars and occupations, terrorism and related geopolitical risks
have led, and may in the future lead to, increased short-term market volatility and may have adverse long-term effects on the U.S. and
world economies and markets generally. These risks may adversely affect individual issuers and securities markets, interest rates,
secondary trading, ratings, investor psychology, credit risk, inflation and other factors relating to the Shares.
Government Intervention in Financial Markets. The recent instability in the financial markets has led the U.S. government and
foreign governments to take a number of unprecedented actions designed to support certain financial institutions and segments of the
financial markets that have experienced extreme volatility, and in some cases a lack of liquidity. The impact of these measures is not yet
known and cannot be predicted. U.S. federal and state governments and foreign governments, their regulatory agencies or self
regulatory organizations may take additional actions that affect the regulation of the securities in which the Fund invests, or the issuers
of such securities, in ways that are unforeseeable. Legislation or regulation may also change the way in which the Fund or the Master
Fund are regulated. Such legislation or regulation could limit or preclude the Funds ability to achieve its investment objective. The
Sub-Adviser will monitor developments and seek to manage the Funds and the Master Funds portfolio in a manner consistent with
achieving the Funds and the Master Funds investment objective, but there can be no assurance that it will be successful in doing so.
Direct Investments of the Master Fund. In addition to investments in Portfolio Funds, the Master Fund may invest directly in
certain types of securities. The risks associated with investments in these securities are discussed below. See Risks Related to the
Investment Activities of Portfolio Funds, the Fund and the Master Fund.
Temporary Defensive Position. In an attempt to respond to adverse market, economic, political, or other conditions, the Fund and
the Master Fund may invest up to 100% of their assets in cash or cash equivalents, including securities of the U.S. government and its
agencies and instrumentalities, commercial paper, bank certificates of deposit or shares of money market funds. The Funds and the
Master Funds investments in foreign cash equivalents will be limited to those that, in the opinion of the Sub-Adviser, equate generally
to U.S. commercial paper and securities of the U.S. government and its agencies and instrumentalities. Investments in bank obligations
will be limited at the time of investment to the obligations of the 100 largest domestic banks, in terms of assets, that are subject to
regulatory supervision by the U.S. government or state governments, and the obligations of the 100 largest foreign banks, in terms of
assets, with branches or agencies in the United States. These investments may be inconsistent with the Funds and the Master Funds
investment objectives and may result in a loss of investment opportunity, which could in turn result in a lower return than would have
been obtained had the Fund or the Master Fund adhered to their standard investment policies.
Risks Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund
Dependence on Portfolio Funds. The assets of the Master Fund will be substantially invested in Portfolio Funds advised by
independent Portfolio Managers. The Funds performance depends upon the performance of the underlying Portfolio Funds, the
adherence of the Portfolio Funds to their selected strategies and the effectiveness of those strategies, the instruments used by the
Portfolio Funds and the Sub-Advisers ability to select Portfolio Funds and Portfolio Managers and effectively allocate the Master
Funds assets among them. The Portfolio Funds may trade in a broad spectrum of securities, financial instruments, currencies, and
market indices by means of direct purchases of securities, futures and forward contracts, and related options and cash contracts on
organized and over-the-counter markets.
Indemnification of Portfolio Funds. The subscription agreement governing the terms of an investment in a Portfolio Fund
generally includes an indemnification by the investor to the Portfolio Fund for breaches of representations and warranties made by the
investor in the subscription agreement. The potential liability pursuant to such indemnification may exceed an investors investment in
a Portfolio Fund. Additionally, the governing documents of the Portfolio Funds in which the Fund, through its investment in the Master
Fund, will invest provide indemnification and/or exculpation for their general partners, Portfolio Managers, directors, their affiliates and
their respective owners, employees, officers and agents for liabilities and losses incurred or arising out of their performance of services,
except under certain circumstances. The economic risk to the Fund, through its investment in the Master Fund, of indemnifying a
Portfolio Fund may be greater in situations in which a Portfolio
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Fund has few investors or in which the Master Fund owns a significant percentage of the economic interests in the Portfolio Fund.
Furthermore, Portfolio Funds may enter into indemnification arrangements and other arrangements with service providers and other
parties that impose limitations on liability of such parties. In order to meet a particular debt or obligation, an investor or former investor
in a Portfolio Fund, such as the Master Fund, may be required to make additional contributions or payments to such Portfolio Fund up
to, but in no event in excess of, the aggregate amount of withdrawals and distributions actually received by it from the Portfolio Fund
during or after the fiscal year (or relevant portion thereof) to which such debt or obligation is attributable.
Highly Volatile Markets. The prices of commodities contracts and all derivative instruments, including futures and options, can be
highly volatile. Price movements of forward, futures and other derivative contracts in which the assets of a Portfolio Fund or the Master
Fund may be invested are influenced by, among other things, interest rates, changing supply and demand relationships, trade, fiscal,
monetary and exchange control programs and policies of governments, and national and international political and economic events and
policies. In addition, governments from time to time intervene, directly and by regulation, in certain markets, particularly those in
currencies, financial instruments, futures and options. Such intervention often is intended to directly influence prices and may, together
with other factors, cause all of such markets to move rapidly in the same direction because of, among other things, interest rate
fluctuations. Portfolio Funds and the Master Fund are also subject to the risk of the failure of any exchanges on which their positions
trade or of the clearinghouses for those exchanges.
Fixed Income Securities. It is anticipated that Portfolio Funds will invest in fixed income securities, and therefore, may be exposed
to the risk of default by the issuers of such securities. Such defaults may result in delays in payment, or nonpayment, of interest or
principal. Furthermore, the price of fixed income securities also may fluctuate with changes in prevailing interest rates and/or in the
creditworthiness of the issuer; these fluctuations may result in a loss of capital.
Portfolio Funds may invest in non-investment grade debt securities (commonly referred to as junk bonds). Non-investment
grade debt securities generally offer a higher yield than that available from investment grade securities, but involve greater risk. The
returns of non-investment grade debt securities are also very sensitive to: (i) adverse changes in general economic conditions;
(ii) changes in the financial condition of their issuers; (iii) changes in interest rates; and (iv) changes in market liquidity. During periods
of economic downturns or rising interest rates, issuers of securities rated below investment grade may experience financial stress that
could adversely affect their ability to make payments of principal and interest and increase the possibility of default. In addition, the
market for lower grade debt securities may be thinner and less active than for higher grade debt securities. Non-investment grade debt
securities have historically experienced greater default rates than investment grade securities.
Fixed Income Arbitrage. Fixed income arbitrage strategies generally involve spreads between two or more positions. To the extent
the price relationships between such positions remain constant, no gain or loss on the position will occur. Such positions do, however,
entail a substantial risk that the price differential could change unfavorably, causing a loss to the spread position. Substantial risks are
involved in trading in U.S. and non-U.S. government securities, corporate securities, investment company securities, asset-backed
securities, commodity and financial futures, options, rate caps, rate swaps and the various other financial instruments and investments
that fixed income arbitrage strategies may trade. Substantial risks are also involved in borrowing and lending against such investments.
The prices of these investments can be volatile, market movements are difficult to predict, and financing sources and related interest and
exchange rates are subject to rapid change. Certain corporate and asset-backed securities may be subordinated (and thus exposed to the
first level of default risk) or otherwise subject to substantial credit risks. Government policies, especially those of the Federal Reserve
Board and foreign central banks, have profound effects on interest and exchange rates that, in turn, affect prices in areas of the
investment and trading activities of fixed income arbitrage strategies. Many other unforeseeable events, including actions by various
government agencies and domestic and international political events, may cause sharp market fluctuations.
Investment in Equity Securities; Undervalued Companies. Portfolio Funds investment portfolios may include long and short
positions in common stocks, preferred stocks and convertible securities of U.S. and
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non-U.S. issuers. Equity positions may be taken in small and medium capitalization companies with limited operating histories and
financial resources and small management groups. Those stocks, particularly smaller-capitalization stocks, involve higher risks in some
respects than do investments in stocks of larger companies. For example, prices of small-capitalization and even medium-capitalization
stocks are often more volatile than prices of large-capitalization stocks and the risk of bankruptcy or insolvency of many smaller
companies (with the attendant losses to investors) is higher than for larger, blue-chip companies. In addition, due to thin trading in
some small-capitalization stocks, an investment in those stocks may be considered illiquid.
Equity securities fluctuate in value, often based on factors unrelated to the value of the issuer of the securities, and such
fluctuations can be pronounced. The level of volatility in portfolio holdings also may be increased to the extent the market moves in a
manner not anticipated by a Portfolio Manager. Additionally, certain of the Portfolio Managers may invest in securities that they
consider to be undervalued. These securities may be issued by companies in financial distress from which there can be no assurance that
they will recover. In the event of an economic downturn, many companies in turnaround situations are likely to fail, causing their
securities to become worthless.
Event-Driven Investments. Portfolio Funds may invest in companies involved in (or the target of) acquisition attempts or tender
offers or companies involved in work-outs, liquidations, spin-offs, reorganizations, bankruptcies and similar transactions. Likewise, a
Portfolio Funds investments may be in markets or companies in the midst of a period of economic or political instability. In any
investment opportunity involving these types of business enterprise, there exist a number of risks, such as the risk that the transaction in
which such business enterprise is involved either will be unsuccessful, take considerable time or will result in a distribution of cash or a
new security the value of which will be less than the purchase price to a Portfolio Fund of the security or other financial instrument in
respect of which such distribution is received. Similarly, if an anticipated transaction does not in fact occur, Portfolio Funds may be
required to sell its investment at a loss. Further, in any investment in an unstable political or economic environment, there exists the risk
of default as to debt securities and bankruptcy or insolvency with respect to equity securities. Because there is substantial uncertainty
concerning the outcome of transactions involving financially troubled companies or situations in which Portfolio Funds may invest,
there is a potential risk of loss by the Portfolio Fund of its entire investment in such companies.
Convertible Arbitrage. The success of the investment activities of a Portfolio Manager involved in convertible arbitrage will
depend on such Portfolio Managers ability to identify and exploit price discrepancies in the market. Identification and exploitation of
the market opportunities involve uncertainty. No assurance can be given that a Portfolio Manager will be able to locate investment
opportunities or to correctly exploit price discrepancies. A reduction in the pricing inefficiency of the markets in which such Portfolio
Manager will seek to invest will reduce the scope for the Portfolio Managers investment strategies. In the event that the perceived
mispricings underlying such Portfolio Managers positions fail to materialize as expected, the positions could incur a loss.
The price of a convertible bond, like other bonds, changes inversely to changes in interest rates. Hence, increases in interest rates
could result in a loss on a position to the extent that the short stock position does not correspondingly depreciate in value. While
Portfolio Managers typically try to hedge interest rate risk via interest rate swaps and Treasuries, residual interest rate risk can adversely
impact the portfolio. The price of convertible bonds is also sensitive to the perceived credit quality of the issuer. Convertible securities
purchased by Portfolio Managers will decline in value if there is a deterioration in the perceived credit quality of the issuer or a
widening of credit spreads and this decline in value may not be offset by gains on the corresponding short equity position.
Convertible bond arbitrage portfolios are typically long volatility. This volatility risk is difficult to hedge since the strike price and
often the maturity of the implied option are unknowns. A decline in actual or implied stock volatility of the issuing companies can cause
premiums to contract on the convertible bonds. Convertible arbitrageurs are also exposed to liquidity risk in the form of short squeezes
in the underlying equities or due to widening bid/ask spreads in the convertible bonds. Liquidity risk often can be exacerbated by margin
calls since most arbitrageurs run leveraged portfolios. Convertible arbitrage strategies are also subject to risk due to inadequate or
misleading disclosure concerning the securities involved. There have been cases where final prospectuses are different from drafts and
important clauses are misinterpreted, both leading to significant losses
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for arbitrageurs. Also, in the absence of anti-dilution provisions in a convertible security, losses could occur in the event the underlying
stock is split, additional securities are issued, a stock dividend is declared or the issuer enters into another transaction which increases its
outstanding securities.
Foreign Investments. Portfolio Funds investment portfolios may include non-U.S. securities. To the extent a Portfolio Fund
invests in securities in markets outside the U.S. or denominated in currencies other than U.S. dollars, the Fund, through its investment in
the Master Fund, will be subject to certain risks not typically associated with investing in the United States. There is no limit on the
percentage of the Funds or the Master Funds assets that may be invested directly or indirectly in securities of non-U.S. issuers. These
risks include unfavorable changes in currency exchange rates, restrictions on repatriation of investment income and capital, imposition
of exchange control regulation by the U.S. or foreign governments, certain foreign or U.S. taxes, and economic or political instability or
disruptions in foreign countries. Further, Portfolio Managers may have access to less information about some non-U.S. companies than
they would have about comparable U.S. companies, and financial information may not be subject to standards comparable to those
imposed on companies traded in U.S. markets, making the bases for investment decisions less dependable. Some Portfolio Managers
may be constituted and domiciled in jurisdictions where there is no regulatory oversight of their activities and limited or no investor
protection laws. In managing the investments of a Portfolio Fund, Portfolio Managers may trade on exchanges and markets that are less
regulated than those in the United States. For example, certain exchanges may not provide the same assurances of the integrity
(financial or otherwise) of a market-place and its participants as do U.S. exchanges. Further, trading on certain exchanges may be
conducted in a manner such that all participants are not afforded an equal opportunity to execute certain trades and may also be subject
to a variety of political influences and the possibility of direct government intervention. The Portfolio Funds may invest a substantial
portion of their assets in securities of non-U.S. issuers and the governments of non-U.S. countries. These investments involve special
risks not usually associated with investing in securities of U.S. companies or the U.S. government, including, but not limited to, political
and economic considerations, such as greater risks of expropriation and nationalization, confiscatory taxation, the potential difficulty of
repatriating funds, general social, political and economic instability and adverse diplomatic developments, and reduced liquidity.
Continuing uncertainty as to the status of the Euro and the European Monetary Union (the EMU) has created significant volatility in
currency and financial markets generally. Any partial or complete dissolution of the EMU could have significant adverse effects on
currency and financial markets, and on the values of the Master Funds investments.
Use of Options and Other Derivatives. Certain of the Portfolio Managers may engage in a substantial amount of options trading,
both for speculative and for hedging purposes. There are risks associated with the sale and purchase of call and put options. The seller
(writer) of a call option which is covered (e.g., the writer holds the underlying security) assumes the risk of a decline in the market price
of the underlying security below the purchase price of the underlying security less the premium received, and gives up the opportunity
for gain on the underlying security above the exercise price of the option. The seller of an uncovered call option assumes the risk of a
theoretically unlimited increase in the market price of the underlying security above the exercise price of the option. The securities
necessary to satisfy the exercise of the call option may be unavailable for purchase except at much higher prices. Purchasing securities
to satisfy the exercise of the call option can itself cause the price of the securities to rise further, sometimes by a significant amount,
thereby exacerbating the loss. The buyer of a call option assumes the risk of losing its entire investment in the call option. The seller
(writer) of a put option which is covered (e.g., the writer has a short position in the underlying security) assumes the risk of an increase
in the market price of the underlying security above the sales price (in establishing the short position) of the underlying security plus the
premium received, and gives up the opportunity for gain on the underlying security below the exercise price of the option. The seller of
an uncovered put option assumes the risk of a decline in the market price of the underlying security below the exercise price of the
option. The buyer of a put option assumes the risk of losing his entire investment in the put option.
Options trading also involves certain risks which trading in the underlying securities alone does not. For example, interest rates
and market volatility affect option values, and options have limited life spans and may expire worthless despite the underlying position
becoming profitable soon thereafter.
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Certain of the Portfolio Managers make extensive use of other types of derivatives in their trading. There is no limit on the
exposure to derivative instruments an individual Portfolio Fund may undertake. Derivatives often carry a high degree of embedded
leverage and, consequently, are highly price sensitive to changes in interest rates, government policies, economic forecasts and other
factors which generally have a much less direct impact on the price levels of the underlying instruments. Derivative instruments may be
subject to various types of risks, including market risk, liquidity risk, the risk of non-performance by the counterparty (including risks
relating to the financial soundness and creditworthiness of the counterparty), legal risk and operations risk. The Sub-Adviser, on behalf
of the Master Fund, and Portfolio Managers on behalf of Portfolio Funds, may consider it appropriate, subject to applicable regulations
and restrictions, to utilize forward and futures contracts, options, swaps, other derivative instruments, short sales, margin and other
forms of leverage in their investment programs. Such investment techniques can substantially increase the adverse impact of investment
risks to which the Master Funds investment portfolio may be subject.
Hedging Transactions. The Portfolio Managers of the Portfolio Funds may utilize a variety of financial instruments, such as
derivatives, options, interest rate swaps, caps and floors, futures and forward contracts to seek to hedge against declines in the values of
their portfolio positions as a result of changes in currency exchange rates, certain changes in the equity markets and market interest rates
and other events. Hedging transactions may also limit the opportunity for gain if the value of the hedged portfolio positions should
increase, it may not be possible for the Portfolio Managers to hedge against a change or event at a price sufficient to fully protect a
Portfolio Funds assets from the decline in value of the portfolio positions anticipated as a result of such change. In addition, it may not
be possible to hedge against certain changes or events at all. While a Portfolio Manager may enter into such transactions to seek to
reduce currency exchange rate and interest rate risks, or the risks of a decline in the equity markets generally or one or more sectors of
the equity markets in particular, or the risks posed by the occurrence of certain other events, unanticipated changes in currency or
interest rates or increases or smaller than expected decreases in the equity markets or sectors being hedged or the non-occurrence of
other events being hedged may result in a poorer overall performance for the Fund than if the Portfolio Manager had not engaged in any
such hedging transaction. In addition, the degree of correlation between price movements of the instruments used in a hedging strategy
and price movements in the portfolio position being hedged may vary. Moreover, for a variety of reasons, the Portfolio Managers may
not seek to establish a perfect correlation between such hedging instruments and the portfolio positions being hedged. Such imperfect
correlation may prevent the Portfolio Managers from achieving the intended hedge or expose the Fund, through its investment in the
Master Fund, to additional risk of loss.
Foreign Currency Transactions. Foreign currency transactions are entered into for the purpose of hedging against foreign
exchange risk arising from the Portfolio Funds investment or anticipated investment in securities denominated in foreign currencies. A
Portfolio Fund also may enter into these contracts for purposes of increasing exposure to a foreign currency or to shift exposure to
foreign currency fluctuations from one country to another. Foreign currency transactions include the purchase of foreign currency on a
spot (or cash) basis, contracts to purchase or sell foreign currencies at a future date (forward contracts), the purchase and sale of foreign
currency futures contracts, and the purchase of exchange traded and over-the-counter call and put options on foreign currency futures
contracts and on foreign currencies.
These hedging transactions do not eliminate fluctuations in the underlying prices of the securities which the Portfolio Fund owns
or intends to purchase or sell. They simply establish a rate of exchange which can be achieved at some future point in time.
Foreign currency exchange rates may fluctuate significantly over short periods of time. A forward foreign currency exchange
contract reduces the Portfolio Funds exposure to changes in the value of the currency it will deliver and increases its exposure to
changes in the value of the currency, it will receive. Contracts to sell foreign currency will limit any potential gain which might be
realized by the Portfolio Fund if the value of the hedged currency increases. In the case of forward contracts entered into for the purpose
of increasing return, the Portfolio Fund may sustain losses which will reduce its gross income. Forward foreign currency exchange
contracts also involve the risk that the counterparty to the contract may fail to perform its obligations to the Portfolio Fund. The
purchase and sale of foreign currency futures contracts and the purchase of call and put options on foreign currency futures contracts
and on foreign currencies involve certain risks associated with derivatives.
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Investment in Gold. The Master Fund, including through its subsidiary organized in the Cayman Islands, may invest in certain
commodities, such as gold, and other commodity-related investments. The Master Fund may also invest in gold through ETFs.
Investments related to gold are considered speculative. The price of gold can fluctuate widely and be affected by numerous factors
beyond the Master Funds control including; global or regional political, economic or financial events and situations; investors
expectations with respect to the future rates of inflation and movements in world equity, financial and property markets; global supply
and demand for gold, which is influenced by such factors as mine production and net forward selling activities by gold producers,
central bank purchases and sales, jewelry demand and the supply of recycled jewelry, net investment demand and industrial demand, net
of recycling; interest rates and currency exchange rates, particularly the strength of and confidence in the U.S. dollar; and investment
and trading activities of Portfolio Funds, commodity funds and other speculators.
The possibility of large-scale distress sales of gold in times of crisis may have a short-term negative impact on the price of gold
and adversely affect the Fund, through its investment in the Master Fund. For example, economic, political or social conditions or
pressures may require central banks, other governmental agencies and multi-lateral institutions that buy, sell and hold gold as part of
their reserve assets, to liquidate their gold assets all at once or in an uncoordinated manner. The demand for gold might not be sufficient
to accommodate the sudden increase in the supply of gold to the market.
Counterparty Credit Risk. Many of the markets in which the Portfolio Funds effect their transactions are over-the-counter or
inter-dealer markets. The participants in these markets are typically not subject to credit evaluation and regulatory oversight as are
members of exchange-based markets. To the extent a Portfolio Fund invests in swaps, derivative or synthetic instruments, or other
over-the-counter transactions on these markets, it is assuming a credit risk with regard to parties with whom it trades and may also bear
the risk of settlement default. These risks may differ materially from those associated with transactions effected on an exchange, which
generally are backed by clearing organization guarantees, daily marking-to-market and settlement, and segregation and minimum capital
requirements applicable to intermediaries.
Transactions entered into directly between two counterparties generally do not benefit from such protections. This exposes a
Portfolio Fund to the risk that counterparty will not settle a transaction in accordance with its terms and conditions because of a dispute
over the terms of the contract (whether or not bona fide) or because of a credit or liquidity problem, thus causing the Portfolio Fund to
suffer a loss. Such counterparty risk is accentuated in the case of contracts with longer maturities where events may intervene to prevent
settlement, or where a Portfolio Fund has concentrated its transactions with a single or small group of counterparties. Portfolio Funds
are not restricted from dealing with any particular counterparty or from concentrating any or all of their transactions with one
counterparty. The ability of Portfolio Funds to transact business with any one or number of counterparties, the lack of any independent
evaluation of such counterparties financial capabilities and the absence of a regulated market to facilitate settlement may increase the
potential for losses by the Fund, through its investment in the Master Fund.
Distressed Securities. Certain of the companies in whose securities the Portfolio Funds may invest may be in transition, out of
favor, financially leveraged or troubled, or potentially troubled, and may be or have recently been involved in major strategic actions,
restructurings, bankruptcy, reorganization or liquidation. These characteristics of such companies can cause their securities to be
particularly risky. Such securities may be considered speculative, and the ability of the companies to pay their debts on schedule could
be affected by adverse interest rate movements, changes in the general economic climate, economic factors affecting a particular
industry or specific developments within the companies. A Portfolio Funds investment in any instrument is subject to no minimum
credit standard, and a significant portion of the obligations and preferred stock in which a Portfolio Fund may invest may be less than
investment grade (commonly referred to as junk bonds), which may result in the Portfolio Fund experiencing greater losses than it
would incur if investing in higher rated instruments. During periods of economic downturns or rising interest rates, issuers of securities
rated below investment grade may experience financial stress that could adversely affect their ability to make payments of principal and
interest and increase the possibility of default.
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Asset-Backed Securities. Portfolio Funds may invest in asset-backed securities (ABS). The risks associated with ABS include:
(1) credit risk associated with the performance of the underlying collateral; (2) adverse changes in economic conditions and
circumstances; (3) prepayment risk, which can lead to significant fluctuations in the value of the ABS; (4) loss of all or part of the
premium, if any, paid; and (5) decline in the market value of the security, whether resulting from changes in interest rates, prepayments
on the underlying collateral or perceptions of the credit risk associated with the underlying collateral.
Short Selling. Portfolio Funds may engage in short-selling. A short sale is effected by selling a security which the seller does not
own or, if the seller does own the security, is not to be delivered upon consummation of the sale. Short sales can, in some circumstances,
substantially increase the impact of adverse price movements in the portfolio of a Portfolio Fund. A short sale creates the risk of a
theoretically unlimited loss, in that the price of the underlying security could theoretically increase without limit, thus increasing the
cost to the Portfolio Fund of buying securities to cover the short position.
Portfolio Funds may also effect short sales against the box. These transactions involve selling short securities the Portfolio Fund
owns (or has the right to obtain). When a Portfolio Fund enters into a short sale against the box, it will set aside securities equivalent in
kind and amount to the securities sold short (or securities convertible or exchangeable into such securities) and will hold such securities
while the short sale is outstanding. Portfolio Funds will incur transaction costs, including interest expenses, in connection with opening,
maintaining and closing short sales against the box.
Trading Forward Contracts. Portfolio Funds may trade forward contracts in certain commodities or assets with U.S. and non-U.S.
banks and dealers. A forward contract is a contractual obligation to purchase or sell a specified quantity of a commodity or asset at or
before a specified date in the future at a specified price. Forward markets, including foreign currency markets, offer less protection
against defaults in trading than is available when trading occurs on an exchange. Forward contracts are not guaranteed by an exchange
or clearing house, and therefore a non-settlement or default on a contract would deprive the Fund, or a Portfolio Fund, that trades
forward contracts of unrealized profits or force it to cover its commitment to purchase and resale, if any, at the current market price.
Additional risks of the forward markets include: (i) the forward markets are generally not regulated by any U.S. or non-U.S.
governmental or regulatory authorities; (ii) there are generally no limitations on forward transactions, although the counterparties with
which the Fund or a Portfolio Fund may deal may limit the size or duration of positions available as a consequence of credit
considerations; (iii) participants in the forward markets are not required to make continuous markets in forward contracts; and (iv) the
forward markets are principals markets in which performance with respect to a forward contract is the responsibility only of the
counterparty with which the trader has entered into a contract (or its guarantor, if any), and not of any exchange or clearing house. As a
result, if a Portfolio Fund trades forward contracts, it will be subject to the risk of inability or refusal to perform with respect to such
contracts on the part of the counterparties with which it trades.
Futures. Portfolio Managers may engage in futures transactions as part of their investment strategy. Although often utilized to
hedge investments, these are highly specialized transactions that entail greater than ordinary investment risks. These instruments are
highly volatile and expose investors to a high risk of loss. The low initial margin deposits normally required to establish a futures
position permit a high degree of leverage. As a result, a relatively small movement in the price of a futures contract may result in a
profit or loss that is high in proportion to the amount of funds actually placed as initial margin, and may result in unquantifiable further
loss exceeding any margin deposited.
Restricted and Illiquid Securities. Portfolio Funds may invest in restricted securities and other investments which are illiquid.
Restricted securities are securities that may not be sold to the public without an effective registration statement under the 1933 Act, or, if
they are unregistered, may be sold only in a privately negotiated transaction or pursuant to an exemption from registration. The market
prices, if any, for illiquid securities tend to be volatile and a Portfolio Fund may not be able to sell them when it desires to do so or to
realize what it perceives to be their fair value in the event of a sale.
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Where registration is required to sell a security, a Portfolio Fund may be obligated to pay all or part of the registration expenses,
and a considerable period may elapse between the decision to sell and the time the Portfolio Fund may be permitted to sell a security
under an effective registration statement. If, during such period, adverse market conditions were to develop, a Portfolio Fund might
obtain a less favorable price than prevailed when it decided to sell. Portfolio Funds may be unable to sell restricted and other illiquid
securities at the most opportune times or at prices approximating the value at which they purchased such securities.
Exchange-Traded Funds. The Portfolio Funds may purchase and sell shares of ETFs, which are a type of company bought and sold
on a securities exchange. An ETF represents a fixed portfolio of securities typically designed to track a particular market index. A fund
could purchase an ETF to temporarily gain exposure to a portion of the U.S. or a foreign market or to hedge other investments. The risks
of owning an ETF generally reflect the risks of owning the underlying securities they are designed to track, although lack of liquidity in
an ETF could result in it being more volatile. ETFs also have management fees that increase their costs. As a shareholder of an ETF
directly, the Fund or the Master Fund would bear its pro rata portion of the ETFs expenses, including advisory fees. Similarly, a
Portfolio Fund investing in ETFs also would bear its pro rata portion of the ETFs expenses, including advisory fees, which the Fund,
through its investment in the Master Fund, indirectly would bear by investing in the Portfolio Fund. These expenses would be in
addition to the fees and other expenses that the Fund, the Master Fund or Portfolio Fund bears directly in connection with its own
operations.
Use of Leverage. Portfolio Funds may utilize leverage in their investment programs, subject to the restrictions (if any) set forth in
their documentation. Such leverage may take the form of loans for borrowed money, trading on margin or other forms of direct and
indirect borrowings, or the use of derivative instruments, including, among others, forward contracts, futures contracts, options, swaps
and reverse repurchase agreements, and other instruments and transactions that are inherently leveraged. The utilization of leverage by
the Portfolio Funds in which the Fund, through its investment in the Master Fund, invests will increase the volatility of the Funds
investments. Portfolio Funds will not be subject to 1940 Act restrictions on the incurrence of indebtedness. There may be no limit on the
amount of leverage an individual Portfolio Fund may utilize. Such leverage increases both the possibilities for profit and the risk of loss.
Borrowings will usually be from securities brokers and dealers and will typically be secured by the Portfolio Funds securities and other
assets. Under certain circumstances, such a broker-dealer may demand an increase in the collateral that secures the obligations, and if
the Portfolio Fund were unable to provide additional collateral, the broker-dealer could liquidate assets held in the account to satisfy the
obligation to the broker-dealer. Liquidation in that manner could have extremely adverse consequences. In addition, the amount of the
borrowings in a Portfolio Fund and the interest rates on those borrowings, which will fluctuate, will have a significant effect on the
Funds and the Master Funds profitability.
Short-term margin borrowings by Portfolio Funds result in certain additional risks. For example, should the securities that are
pledged to brokers to secure margin accounts decline in value, or should brokers from which the Portfolio Funds have borrowed
increase their maintenance margin requirements (i.e., reduce the percentage of a position that can be financed), then the Portfolio Funds
could be subject to a margin call, pursuant to which they would either have to deposit additional funds with the broker or suffer
mandatory liquidation of the pledged securities to compensate for the decline in value. In the event of a precipitous drop in the value of
the assets of a Portfolio Fund, it might not be able to liquidate assets quickly enough to pay off the margin debt and might suffer
mandatory liquidation of positions in a declining market at relatively low prices, thereby incurring substantial losses. For these reasons,
the use of borrowings for investment purposes is considered a speculative investment practice.
Portfolio Managers may face a potential conflict of interest in choosing to increase the leverage used by a Portfolio Fund, since the
use of greater leverage may increase a Portfolio Managers compensation.
Financing Arrangements. As a general matter, the banks and dealers that provide financing to Portfolio Funds have considerable
discretion in setting and changing their margin, haircut, financing, and collateral valuation policies. Changes by banks and dealers in
any of the foregoing policies may result in large margin
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calls, loss of financing and forced liquidations of positions at disadvantageous prices. There can be no assurance that any particular
Portfolio Fund will be able to secure or maintain adequate financing, without which an investment in such Portfolio Fund may not be a
viable investment.
Securities Lending. Some or all of the Portfolio Funds may lend securities from their portfolios to brokers, dealers, and other
financial institutions needing to borrow securities to complete certain transactions. The lending portfolio continues to be entitled to
payments of amounts equal to the interest, dividends, or other distributions payable on the loaned securities, as well as interest on the
investment of any collateral or a fee from the borrower. Portfolio Funds may not be subject to the same borrowing limitations that apply
to registered investment companies. The risks in lending portfolio securities, as with other extensions of secured credit, consist of
possible delay in receiving additional collateral or in the recovery of the securities or possible loss of rights in the collateral should the
borrower fail financially.
Concentration of Investments. Neither the Fund nor the Master Fund is limited in the amount of assets that can be allocated to any
single investment style or technique. The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at
the time of investment) in any one Portfolio Fund. However, the underlying Portfolio Funds may not be subject to any limits on the
amount of assets that can be invested in any single industry, sector or investment style or technique, subjecting the Portfolio Funds to
greater risk and volatility than if investments had been more widely diversified.
Multi-Manager Strategy. In order to diversify among trading methods and markets, the Sub-Adviser will select a number of
Portfolio Managers. Portfolio Managers make investment decisions independent of the Sub-Adviser and each other. Portfolio Funds
may thus compete with each other from time to time for the same positions in the markets. Conversely, a Portfolio Fund could hold from
time to time opposite positions in the same security as held by other Portfolio Funds. Each such position could cause the Master Fund,
through a Portfolio Fund, transactional expenses but might not generate any recognized gain or loss. There is no assurance that selection
of multiple Portfolio Managers will be more successful than selection of a single Portfolio Manager. The Sub-Adviser may reallocate
the Master Funds assets among the Portfolio Funds at any time. Any such reallocation could adversely affect the performance of the
Fund, through its investment in the Master Fund, or of any one Portfolio Fund.
Summing of Fees. Investments in Portfolio Funds will result in a summing of fees and expenses in that a shareholder of the Fund
must bear not only the fees, administrative expenses and other costs of the Master Fund, but also, to the extent of the Master Funds
investment in Portfolio Funds, a portion of the fees, administrative expenses and other costs of such Portfolio Funds. The Master Fund
will invest in a number of Portfolio Funds, resulting in investment related expenses that may be higher than if the Master Fund invested
in only one Portfolio Fund. Fixed fees payable to the Portfolio Managers of Portfolio Funds generally range from 1% to 3%
(annualized) of the value of the Master Funds investment, and incentive allocations or fees will generally range from 15% to 25% of a
Portfolio Funds net profits or performance. The Master Fund may be obligated to pay or bear a portion of incentive fees based on
individual Portfolio Managers and Portfolio Funds performances even if the Master Fund as a whole generated no net trading profits
or lost money during a particular period.
Brokerage Commissions/Transaction Costs. Certain of the Portfolio Managers with whom the Fund, through its investment in the
Master Fund, may invest engage in a high level of trading, and the turnover of the portfolios they manage may generate substantial
brokerage and/or other transaction costs. These costs will be borne by the Master Fund, in whole or in part, regardless of the
profitability of such trading activity. High portfolio turnover rates can also have adverse tax consequences to investors. In addition, the
redemption or withdrawal of the Funds investment in a Portfolio Fund could involve expenses to the Fund under the terms of the
Master Funds investment.
Consequences of Performance Fees. Performance fees or incentive allocations payable to Portfolio Managers could encourage the
Portfolio Manager to make investments on behalf of a Portfolio Fund that are riskier or more speculative than the Portfolio Manager
would if it were receiving only a fixed fee.
Portfolio Funds Transactions with Affiliates. The 1940 Act sets forth limitations on a registered funds ability to conduct
transactions with affiliates. These limitations, set forth under Section 17 of the 1940 Act,
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include restrictions on the sale of securities and other transactions between a registered fund and an affiliate or an affiliate of an affiliate.
Such restrictions do not apply to Portfolio Funds. As a result, Portfolio Funds may engage in transactions with affiliates, to the potential
detriment of investors, including the Master Fund.
Illiquidity of Investments in Portfolio Funds. The Master Funds investments in the underlying Portfolio Funds generally will be
illiquid and generally may not be transferred without the consent of the Portfolio Fund and without complying with cumbersome
procedures. The Master Fund may be unable to redeem or withdraw its investment in an underlying Portfolio Fund when desired (and
therefore incur losses), or may be required to sell the investment regardless of whether it desires to do so.
In general, interests in the Portfolio Funds are not freely tradeble and/or have substantial restrictions and no active trading market.
Portfolio Funds generally permit redemptions or withdrawals only at infrequent intervals, and in some cases only up to a specified
percentage of assets. Portfolio Funds may permit or require that redemptions or withdrawals of shares be made in kind. Upon its
withdrawal of all or a portion of its interest in a Portfolio Fund, the Master Fund may receive securities that are illiquid or difficult to
value. In such a case, the Sub-Adviser would seek to cause the Master Fund to dispose of these securities in a manner that is in the
Funds best interests. The Master Fund may not be able to withdraw from a Portfolio Fund except at certain designated times, limiting
the ability of the Sub-Adviser to redeem or withdraw assets from a Portfolio Fund that may have poor performance or for other reasons.
The Master Fund also may be subject to fees imposed on redemptions or withdrawals from the Portfolio Funds, especially with respect
to early withdrawals made within the lock-up or penalty period, if any, of a particular Portfolio Fund.
Many Portfolio Funds have lengthened the lock-up periods during which an investor must hold an investment in a Portfolio Fund
and are generally giving the sponsors of Portfolio Funds more flexibility to limit and/or suspend redemptions and withdrawals, and the
Sub-Adviser believes that this trend may continue. If this trend does continue, it could negatively impact the liquidity of the Master
Fund, which may force the Sub-Adviser to forgo investing in certain Portfolio Funds that are attractive due to the longer lock-up periods
and/or restrictions on redemptions and withdrawals being employed.
Availability of Investment Opportunities. The business of identifying and structuring investments of the types contemplated by the
Master Fund is competitive and involves a high degree of uncertainty. The Master Fund may not be able to invest in certain Portfolio
Funds that are oversubscribed or closed or may only be able to allocate a limited amount of assets to a Portfolio Fund that has been
identified as an attractive opportunity.
Insolvency of Brokers and Others. The Portfolio Funds will be subject to the risk of failure of the brokerage firms that execute
trades, the clearing firms that such brokers use, or the clearing houses of which such clearing firms are members and to the risk of
refusal of counterparties to perform, which could result in a loss of all or a portion of the investments with or through the relevant
clearing house, broker, dealer, or counterparty.
Conflicts of Interest. Certain inherent conflicts of interest may arise from the Sub-Adviser or Portfolio Managers carrying on
investment or other activities for themselves and for clients, including investment partnerships in which the Master Fund may have an
interest. The Sub-Adviser or Portfolio Managers may engage in other business activities and manage the accounts of clients other than
the Fund and the Master Fund and the investment strategy for such other clients may vary from that of the Fund and the Master Fund.
The Sub-Adviser and Portfolio Managers will not be required to refrain from any other activity nor disgorge any profits from any such
activity and will not be required to devote all or any particular part of its time and effort to the Master Fund, any Portfolio Fund and
their affairs.
Proprietary Investment Strategies. The Portfolio Managers may use proprietary investment strategies that are based on
considerations and factors that are not fully disclosed to LMPFA, the Sub-Adviser or the Master Fund. The Portfolio Managers
generally use investment strategies that differ, and involve greater risk and expense, from those typically employed by traditional
managers of portfolios of stocks and bonds. These strategies may involve risks that are not anticipated by the Portfolio Managers,
LMPFA, the Sub-Adviser or the Master Fund.
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Lack of Public Information. Portfolio Funds make publicly available far less information than funds registered under the 1940 Act,
or other companies required to file periodic reports pursuant to the Securities Exchange Act of 1934. As a result, shareholders in the
Fund will have limited information about the Portfolio Funds in which the Master Fund invests. Subjects for which registered funds are
required to make disclosure, but Portfolio Funds are not include, but are not limited to, portfolio composition, affiliate transactions and
material developments. The lack of publicly available information regarding Portfolio Funds will make evaluating the Master Funds
holdings difficult for shareholders, and entails a high degree of risk.
Limited Operating History and Lack of Transparency. Certain Portfolio Funds may be newly-formed entities with little or no
operating history upon which the Sub-Adviser can evaluate potential performance. The past investment performance of Portfolio
Managers with which the Master Fund invests or expects to invest its assets may not be construed as an indication of the future results
of an investment in the Fund. In addition, the Sub-Adviser will not be able to control the activities of the Portfolio Funds. A Portfolio
Fund may use investment strategies that differ from its past practices and are not fully disclosed to the Sub-Adviser and that involve
risks that are not anticipated by the Sub-Adviser.
Inadequate Return. No assurance can be given that the returns on the Funds and the Master Funds investments will be
commensurate with the risk of investment. Portfolio Fund returns have dropped significantly in recent years in comparison to their
historic returns, and there can be no assurance that their returns in future periods, as an asset class, will continue to reflect previous
historical levels. This may be due in part to changes in market conditions affecting Portfolio Funds investments and strategies, as well
as the proliferation of Portfolio Funds pursuing similar strategies (thereby making it difficult for one Portfolio Fund to outperform
others). Investors should not commit money to the Fund unless they have the resources to sustain the loss of their entire investment.
Investments in Non-Voting Securities. To the extent the Master Fund purchases non-voting shares of, or contractually foregoes the
right to vote its shares in, a Portfolio Fund, it will not be able to vote on matters that require the approval of the investors of the Portfolio
Fund, including matters that could adversely affect the Master Funds investment in such Portfolio Fund.
Inside Information. From time to time, a Portfolio Manager may come into possession of material, non-public information
concerning an entity in which a Portfolio Fund has invested, or proposes to invest. Possession of that information may limit the ability
of the Portfolio Fund to buy or sell securities of the entity.
Portfolio Manager Misconduct. When the Sub-Adviser invests the Master Funds assets with a Portfolio Manager, the Master
Fund does not have custody of the assets of the Portfolio Fund or control over the investment of such assets. Therefore, there is always
the risk that the Portfolio Manager of a Portfolio Fund could divert or abscond with the assets, inaccurately or fraudulently report the
Portfolio Funds value, fail to follow any agreed-upon investment strategies, provide false reports of operations or engage in other
misconduct. The Portfolio Managers with whom the Sub-Adviser invests the Master Funds assets are generally private and have not
registered their securities under federal or state securities laws. This lack of registration, with the attendant lack of regulatory oversight,
may enhance the risk of misconduct by the Portfolio Managers.
Regulatory Actions. In the event that federal, state, or other regulatory bodies allege misconduct by a Portfolio Manager or a
Portfolio Fund, such authorities may initiate regulatory or enforcement actions, including civil or criminal proceedings. The effect of
any regulatory action against a Portfolio Manager or a Portfolio Fund in which the Fund, through its investment in the Master Fund,
may invest, while impossible to predict, could result in a substantial and adverse impact on the Fund and the Master Fund, including a
reduction in value in or a loss of the investment due to the assessment on a Portfolio Fund of fines, penalties and/or other sanctions,
including asset freezes.
Dilution. If a Portfolio Manager limits the amount of capital that may be contributed to a Portfolio Fund from the Fund, or if the
Fund declines to purchase additional interests in a Portfolio Fund, continued sales of interests in the Portfolio Fund to others may dilute
the returns for the Fund from the Portfolio Fund.
Portfolio Funds Organized Outside of United States. Some of the underlying Portfolio Funds may be organized outside of the
United States. As a result, a Portfolio Fund organized outside of the United States may
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be subject to certain risks not present in a Portfolio Fund organized in the United States. For example, Portfolio Funds organized outside
of the United States may not generate U.S. tax information for U.S. shareholders to file tax returns and therefore may have negative tax
consequences compared to an investment that does generate U.S. tax information. Such Portfolio Funds may also operate under
regulatory regimes less stringent than those governing domestic Portfolio Funds. Further, it may be more difficult or impossible to:
effect service of process, enforce judgments obtained in U.S. courts against Portfolio Funds organized outside of the United States based
on U.S. securities law, bring an original action in foreign court to enforce liability against a Portfolio Fund organized outside of the
United States based on U.S. securities law, and bring Master Fund claims on behalf of shareholders.
Recent Market Events Risk. The equity and debt capital markets in the United States and internationally have experienced
unprecedented volatility. The financial crisis that began in 2008 has caused a significant decline in the value and liquidity of many
securities. This environment could make identifying investment risks and opportunities especially difficult for the Sub-Adviser and
Portfolio Managers. These market conditions may continue or get worse. In response to the crisis, the U.S. and other governments and
the Federal Reserve and certain foreign central banks have taken steps to support financial markets. The withdrawal of this support
could also negatively affect the value and liquidity of certain securities. In addition, legislation recently enacted in the United States
calls for changes in many aspects of financial regulation. The impact of the legislation on the markets, and the practical implications for
market participants, may not be fully known for some time.
Market Disruption Risk. Global financial markets have recently experienced periods of unprecedented turmoil. The debt and
equity capital markets in the United States and around the world were negatively impacted by significant write-offs in the financial
services sector relating to subprime mortgages and the re-pricing of credit risk in the broader market, among other things. These events,
along with the deterioration of the housing market, the failure of major financial institutions and the concerns that other financial
institutions as well as the global financial system were also experiencing severe economic distress materially and adversely impacted
the broader financial and credit markets and reduced the availability of debt and equity capital for the market as a whole and financial
firms in particular. These events contributed to severe market volatility and caused severe liquidity strains in the credit markets. Volatile
financial markets can expose the Fund or the Master Fund to greater market and liquidity risk. Risks to a robust resumption of growth
persist: a weak consumer weighed down by too much debt and increasing joblessness, the growing size of the Federal budget deficit and
national debt, and the threat of inflation.
The instability in the financial markets has led governments to take a number of unprecedented actions designed to support certain
financial institutions and segments of the financial markets that have experienced extreme volatility, and in some cases a lack of
liquidity. Federal, state, and other governments, their regulatory agencies, or self regulatory organizations may take actions that affect
the regulation of the instruments in which the Fund, the Master Fund or Portfolio Funds invest, or the issuers of such instruments, in
ways that are unforeseeable.
Governments or their agencies may also acquire distressed assets from financial institutions and acquire ownership interests in
those institutions. The long-term implications of government ownership and disposition of these assets are unclear, and may have
positive or negative effects on the liquidity, valuation and performance of the Funds portfolio holdings.
The aftermath of the wars in Iraq and Afghanistan and the continuing occupation of those countries, instability in the Middle East
and terrorist attacks around the world have resulted in recent market volatility and may have long-term effects on the U.S. and
worldwide financial markets and may cause further economic uncertainties in the United States and worldwide. The Fund does not
know how long the securities markets will continue to be affected by these events and cannot predict the effects of the occupation,
terrorism or similar events in the future on the U.S. economy and securities markets.
In addition, since 2010, the risks of investing in certain foreign government debt have increased dramatically as a result of the
ongoing European debt crisis, which began in Greece and has begun to spread throughout various other European countries. These debt
crises and the ongoing efforts of governments around
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the world to address these debt crises have also resulted in increased volatility and uncertainty in the global securities markets and it is
impossible to predict the effects of these or similar events in the future on the Fund, though it is possible that these or similar events
could have a significant adverse impact on the value and risk profile of the Fund, the Master Fund and on Portfolio Funds in which the
Fund, through its investment in the Master Fund, invests.
In the United States, on August 5, 2011, Standard & Poors Financial Services, LLC, a subsidiary of The McGraw-Hill
Companies, Inc. (S&P), lowered its long-term sovereign credit rating on the U.S. federal government debt to AA+ from AAA.
The downgrade by S&P could increase volatility in both stock and bond markets, result in higher interest rates and higher Treasury
yields and increase the costs of all kinds of debt. In addition, global economies and financial markets are becoming increasingly
interconnected, which increases the possibilities that conditions in one country or region might adversely impact issuers in a different
country or region.
The current financial market situation, as well as various social, political, and psychological tensions in the United States and
around the world, may continue to contribute to increased market volatility, may have long-term effects on the U.S. and worldwide
financial markets; and may cause further economic uncertainties or deterioration in the United States and worldwide. The prolonged
continuation or further deterioration of the current U.S. and global economic downturn could adversely impact the Funds portfolio.
Changes in Applicable Law. The Funds ability to implement its investment strategies is affected by laws, which are subject to
change. Future legislative, judicial or administrative action could adversely affect the ability of hedge funds to implement their
investment programs.
Significant legislative developments in recent years enhance government supervision, regulation and enforcement of the private
fund industry. On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act
(the Dodd-Frank Act). The Dodd-Frank Act and its implementing regulations, among other things, increase supervision and
regulation of derivative transactions and participants in over-the-counter derivative markets, require advisers to private funds with $150
million or more in assets under management to register with the SEC under the Investment Advisers Act of 1940, as amended (the
Advisers Act), with limited exceptions, and subject such registered advisers to heightened disclosure, record-keeping and reporting
obligations.
The Dodd-Frank Act also restricts relationships between banking entities and hedge funds or private equity funds, which are
defined synonymously for this purpose as any issuer that would be a registered investment company but for the exemptions provided by
Section 3(c)(1) or 3(c)(7) of the Advisers Act. Banking entities, including their affiliates and subsidiaries, generally will be prohibited
from acquiring or retaining ownership in, or sponsoring, covered hedge funds or private equity funds. Banking entities may still serve as
investment advisers to, or managers of, hedge funds. Certain sponsorships of covered hedge funds are also allowed, provided such funds
are organized and offered in connection with the provision of bona fide trust, fiduciary or investment advisory services by the banking
entity, and the banking entitys investment does not exceed 3% of the total amount or value of outstanding ownership interests of such
fund, and with respect to all of its covered fund investments, 3% of the banking entitys tier 1 capital, among other limitations. Final
rules on these provisions of Dodd-Frank became effective July 21, 2012. Banking entities will have two years, until July 21, 2014, to
conform their existing relationships with hedge funds, although extensions may be granted by the Federal Reserve on a case-by-case
basis.
While all of the regulations called for by the Dodd-Frank Act have not yet been finalized, it seems clear that most advisers to
hedge funds will be significantly affected. The ultimate impact of the Dodd-Frank Act upon hedge funds, and the Fund, is not known at
this time, but could be significant.
Regulatory Risks Associated with the Fund
Limited Regulation of Portfolio Managers and Portfolio Funds. It is not anticipated that any of the underlying Portfolio Funds will
be registered under the 1940 Act or subject to any other comprehensive regulatory scheme. Portfolio Funds in which the Fund, through
its investment in the Master Fund, invests will not
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be entitled to the protections of the 1940 Act, which, among other provisions: (i) requires investment companies to have disinterested
directors, (ii) requires initial shareholder approval and annual approval of the board of directors, including a majority of the disinterested
directors, of advisory contracts, (iii) requires securities held in custody to at all times be individually segregated from the securities of
any other person and marked to clearly identify such securities as the property of such investment company, (iv) creates limitations on
the use of leverage, and (v) regulates the relationship between the adviser and the investment company. Investors in the Fund have no
statutory right to receive information about the Portfolio Funds or the Portfolio Managers, will not be direct investors in the Portfolio
Funds and will have no rights with respect to standing or recourse against the Portfolio Funds, Portfolio Managers or any of their
affiliates. Some Portfolio Managers may not be registered with the SEC as investment advisers or registered with the CFTC as
commodity trading advisors.
Changes in Laws or Regulations. The regulation of the U.S. and non-U.S. securities and futures markets and investments funds
such as the Fund has undergone substantial change in recent years and such change may continue. The effect of changes in law or
regulatory requirements, while impossible to predict, could be substantial and adverse.
Certain Tax Risks with Respect to an Investment in the Fund
Investments Subject to Subchapter M Requirements. The Fund intends to qualify as a RIC under Subchapter M of the Code, which
will impose certain requirements on the Fund such as satisfying an asset diversification test each quarter of its taxable year and the
timely distribution and reporting of income and gains.
In the event that the Fund believes that it may fail the asset diversification requirement at the end of any quarter of a taxable year,
the Master Fund may seek to take certain actions to avert such a failure on the part of the Fund. The Master Fund may try to acquire
additional interests in Portfolio Funds so that the Fund can come into compliance with the asset diversification test. Alternatively, the
Master Fund may try to avert such a failure by disposing of non-diversified assets. Dispositions may be difficult for the Master Fund,
however, because the Master Fund may redeem its interest in a Portfolio Fund only at certain times specified by the Portfolio Funds
governing documents. While relevant provisions of the Code afford the Fund the opportunity to cure a failure to meet the asset
diversification test by disposing of non-diversified assets within six months, the constraints on the Master Funds ability to effect a
redemption from a Portfolio Fund referred to above may limit utilization of this cure period.
Portfolio Funds that the Fund, through its investment in the Master Fund, invests in that are organized outside the United States
will generally be treated as PFICs for U.S. federal income tax purposes. If a Portfolio Fund is classified as a PFIC for U.S. federal
income tax purposes and the Fund or the Master Fund makes a valid election to mark to market its interest in such Portfolio Fund at
the end of each taxable year, the Fund will be required to recognize as ordinary income each year the excess, if any, of the fair market
value of its interest in the Portfolio Fund at the end of the year over its adjusted tax basis in such interest. Alternatively, under certain
circumstances the Master Fund may elect to treat the PFIC as a QEF, which would result in the Master Fund recognizing income and
gain each year based on its allocable share of the income and gain recognized by the QEF. Under either election, the income or gain
recognized by the Fund may not be matched by corresponding cash distributions to the Master Fund, and the Master Fund may need to
borrow money or to dispose of its interests in other Portfolio Funds in order to enable the Fund to make the distributions required in
order to maintain the Funds status as a RIC and to avoid the imposition of a federal income tax and/or a nondeductible 4% excise tax.
There can be no assurances, however, that the Master Fund will be successful in this regard and the Fund may not be able to maintain its
status as a RIC.
The Fund, through its investment in the Master Fund, may also invest in Portfolio Funds organized inside the United States that are
treated as partnerships for U.S. federal income tax purposes. Partnerships do not pay U.S. federal income tax at the partnership level.
Rather, each partner of a partnership, including the Master Fund, will include its allocable share of the partnerships income, gains,
losses, deductions and expenses in computing its U.S. federal income tax liability. As a RIC, however, the Fund generally will not be
subject to U.S. federal income tax on income and gains that it distributes to its shareholders, provided that it satisfies certain annual
distribution requirements. See Certain Tax Considerations.
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If the Fund fails to qualify as a RIC or fails to satisfy the distribution requirement in any taxable year, the Fund would be taxed as
an ordinary corporation on its taxable income even if such income were distributed to its shareholders, and all distributions out of
earnings and profits (including any distributions of net capital gain) would be taxed to shareholders as ordinary dividend income. In
addition, the Fund could be required to recognize unrealized gains, pay taxes and make distributions (which could be subject to interest
charges) before requalifying for taxation as a RIC. Accordingly, disqualification as a RIC could have a material adverse effect on the
value of the Funds Shares and the amount of the Funds distributions. See Certain Tax Considerations.
Certain Distributions of the Funds Shares Will Be Taxable. The Fund may distribute dividends that are payable in cash or Shares
at the election of each shareholder. Internal Revenue Service Revenue Procedure 2010-12 temporarily allowed a RIC whose shares were
publicly traded on an established securities market in the United States to distribute its own stock as a dividend for the purpose of
fulfilling its distribution requirements. Although Revenue Procedure 2010-12 is not currently applicable, the Internal Revenue Service
has also issued private letter rulings on cash/stock dividends paid by RICs and real estate investment trusts (including, in some cases,
where the shares were not publicly traded) if certain requirements are satisfied. Whether pursuant to a private letter ruling or otherwise,
the Fund reserves the option to pay any future dividend in cash and Shares. Shareholders subject to U.S. federal income tax that receive
such dividends generally will be required to recognize the full amount of the dividend (including the portion payable in Shares) as
ordinary dividend income to the extent of the Funds current and accumulated earnings and profits for U.S. federal income tax
purposes. As a result, shareholders may be required to pay income taxes with respect to such dividends in excess of the cash dividends
received and non-U.S. shareholders may be subject to withholding tax on the full amount of such dividends, including the portion
payable in Shares. Shareholders should consult their own tax advisors regarding the tax consequences to them of any such dividend they
may receive. See Certain Tax ConsiderationsDistributions.
ELIGIBLE INVESTORS
Each prospective investor will be required to complete the Funds Investor Certification (Investor Certification), a form of
which is set forth in Appendix C to this Prospectus, and satisfy the investor eligibility standards set forth therein in order to be permitted
to invest in the Fund. Appendix C qualifies the following summary in its entirety.
Generally, the Investor Certification requires that each investor in the Fund certify that it is an accredited investor as defined in
Rule 501(a) of Regulation D under the 1933 Act. An accredited investor includes, among others,


an individual with a net worth (or a joint net worth with that persons spouse) immediately prior to the time of purchase in
excess of $1 million (excluding the value of such individuals primary residence);



an individual who has income in excess of $200,000 (or joint income with the investors spouse in excess of $300,000) in
each of the two preceding years prior to the time of purchase and has a reasonable expectation of reaching the same income
level in the current year;



an entity having total assets of at least $5 million; or



an entity whose beneficial owners are each accredited investors.

Other categories of accredited investor or other eligible investor standards applicable to companies and other investors are set
forth in the Investor Certification. Additional requirements are set forth in the Investor Certification. Investors who meet the
qualifications set forth in the Investor Certification are referred to in this Prospectus as Eligible Investors. Existing shareholders who
purchase additional Shares will be required to qualify as Eligible Investors at the time of each additional purchase.
LMIS or Dealers, as applicable, may impose additional eligibility requirements for investors who purchase Shares through LMIS
or such Dealer and will notify a prospective investor of any such requirements. To the extent LMIS imposes additional eligibility
requirements, LMIS will notify investors via a supplement (or other revision) to the Funds prospectus.
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PURCHASES OF SHARES
The Fund intends to accept initial and additional purchases of Institutional Shares made by Eligible Investors as of the first
business day of each calendar month. Institutional Shares will be sold at their net asset value per share and may be offered more or less
frequently as determined by the Funds Board in its sole discretion. Generally, purchases are subject to the receipt of immediately
available funds at least three (3) business days prior to the applicable purchase date. The investor, however, will not become a
shareholder of the Fund and will have no other rights (including, without limitation, any voting rights) under the Funds Declaration of
Trust until the purchase date. The investor must also generally submit the completed Investor Certification (for initial purchases) and/or
such other required documentation as required by the Fund (for both initial and subsequent purchases) at least eight (8) business days
before the applicable purchase date. However, investors must confirm specific deadlines for receipt of funds and submission of the
Investor Certification with their Dealer, as certain Dealers may have different deadlines than the foregoing. An investor who misses
such deadlines will have the effectiveness of its investment in the Fund delayed until the following month, with such investors
purchase amounts to be held in the account with the Service Provider until such time. The Fund reserves the right to reject, in whole or
in part, any purchase of Institutional Shares and may suspend the offering of Institutional Shares at any time and from time to time.
Generally speaking, the Portfolio Funds in which the Fund invests have similar subscription processes as the Fund. For example, a
Portfolio Fund will typically require receipt of cleared funds at least several business days prior to the date an investor begins
participating in the Portfolio Funds returns. As such, the subscription process described above, including acceptance by the Fund of a
prospective shareholders subscription at least three (3) business days prior to the applicable purchase date, is designed in part to ensure
the Fund will be able to invest in Portfolio Funds in a timely manner.
Despite funds being required at least three (3) business days prior to the applicable purchase date, as discussed above an investor
does not become a shareholder of the Fund and has no other rights (including, without limitation, any voting rights) under the Funds
Declaration of Trust until the applicable purchase date. Between the time the Fund accepts an investors funds and when the investor
becomes a shareholder of the Fund, such investor will not participate in the Funds returns and will be treated as a general unsecured
creditor of the Fund with respect to the applicable funds, which the Fund may utilize to purchase Portfolio Funds.
The Fund intends to accept initial and additional purchases of Institutional Shares from Eligible Investors who are Institutional
Investors and individual investors. These investors must meet a $250,000 minimum initial investment requirement and $10,000
additional investment requirement. Institutional Shares are sold at net asset value with no sales charge and are not subject to a
distribution or service fee. Institutional Investors may include corporations, banks, trust companies, insurance companies, investment
companies, foundations, endowments, defined benefit plans and other similar entities. The distributor or the financial intermediary may
impose additional eligibility requirements or criteria to determine if an investor, including the types of investors listed above, qualifies
as an Institutional Investor.
Institutional Shares are also available to retirement plans with omnibus accounts held on the books of the Fund and certain rollover
IRAs, Clients of Eligible Financial Intermediaries and other investors authorized by LMIS. These investors are subject to a minimum
initial investment of $25,000 and a minimum additional investment of $10,000. Certain waivers of the eligibility and minimum
investment requirements for individuals associated with the Fund, Legg Mason or its affiliates are discussed in the SAI.
Clients of Eligible Financial Intermediaries are Eligible Investors who invest in the Fund through financial intermediaries that
(i) charge such investors an ongoing fee for advisory, investment, consulting or similar services or (ii) have entered into an agreement
with the distributor to offer Institutional Shares through a no-load network or platform (Eligible Investment Programs). Such
investors may include pension and profit sharing plans, other employee benefit trusts, endowments, foundations and corporations.
Eligible Investment Programs may also include college savings vehicles such as Section 529 plans and direct retail investment platforms
through mutual fund supermarkets, where the sponsor links its clients account (including IRA accounts on such platforms) to a
master account in the sponsors name.
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Institutional Shares are available for purchase through dealers or other financial intermediaries or directly through LMIS. A
financial intermediary may impose different investment minimums.
Initial and any additional purchases of Institutional Shares will be payable in cash and must be made via wire transfer of funds.
Payments for each initial or subsequent additional purchase of Institutional Shares must be made in one installment.
Dealers or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund
that are in addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund,
LMIS or any other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or
operational limitations applicable to such parties, may affect or limit a shareholders ability to purchase Institutional Shares, or
otherwise transact business with the Fund. Investors should direct any questions regarding terms and conditions applicable to their
accounts or relevant operational limitations to their Dealer or other financial intermediary.
To help the government fight the funding of terrorism and money laundering activities, federal law requires all financial
institutions to obtain, verify and record information that identifies each person who opens an account. Thus, when a prospective investor
opens an account with LMIS or a Dealer, the investor will be asked to provide its name, address, date of birth and other information that
will allow the investor to be identified. If the investors identity cannot be verified, restrictions may be imposed on the investors
account or it may be liquidated (less any applicable sales/account charges and/or tax penalties).
REPURCHASES OF SHARES
No Right of Redemption
No shareholder (or other person holding Shares or a portion of a Share acquired from a shareholder) has the right to require the
Fund to redeem Shares. No public market exists for the Shares, and none is expected to develop in the future. Consequently,
shareholders may not be able to liquidate their investment other than as a result of repurchases of Shares by the Fund, as described
below.
Periodic Repurchases
The Fund may from time to time repurchase Shares from shareholders at the net asset value per share pursuant to written tenders
by shareholders, and on those terms and conditions as the Board may determine in its sole discretion. Tender offers will apply to
repurchases of whole Shares and tenders of any fractional shares of Shares will be rounded to the nearest whole number in the discretion
of the Fund.
In determining whether the Fund should offer to repurchase Shares from shareholders, the Board will consider the
recommendation of LMPFA, in consultation with the Sub-Adviser. LMPFA, in consultation with the Sub-Adviser, expects that generally
it will recommend the Board repurchase Shares from shareholders quarterly, with such repurchases based on fund valuations as of each
March 31, June 30, September 30 and December 31 (or, if any such date is not a business day, with such repurchases to occur as of the
immediately preceding business day). The Fund anticipates that each such repurchase offer will generally be limited to between 5% and
25% of the net assets of the Fund, subject to modification in the absolute discretion of the Board. There is no guarantee that any such
repurchase offer shall occur, and therefore a shareholder may not be able to dispose of its Shares. In determining whether to
accept LMPFAs (in consultation with the Sub-Adviser) recommendation to conduct a repurchase offer at any such time, the Board will
consider the following factors, among others:


whether any shareholders have requested to tender Shares to the Fund;



the composition and liquidity of the Funds assets (including any fees and costs associated with the Master Fund
withdrawing from Portfolio Funds and/or disposing of assets allocated to Portfolio Managers);



the investment plans and working capital and reserve requirements, if any, of the Fund;
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the relative economies of scale of the repurchase requests with respect to the size of the Fund;



the history of the Fund in repurchasing Shares;



the availability of information as to the value of the Master Funds interests in underlying Portfolio Funds;



the existing conditions of the securities markets and the economy generally, as well as political, national or international
developments or current affairs;



any anticipated tax consequences to the Fund of any proposed repurchases of Shares; and



the recommendations of LMPFA, in consultation with the Sub-Adviser.

The Funds assets consist primarily of its interests in Master Fund. Therefore, in order to finance the repurchase of Shares, the
Fund may find it necessary to liquidate all or a portion of its interest in the Master Fund. The Fund may need to suspend or postpone
repurchase offers if it is not able to dispose of its interests in the Master Fund in a timely manner. The Fund ordinarily will not conduct a
repurchase offer for its Shares unless the Master Fund simultaneously conducts a repurchase offer for its shares. In addition, the Funds
Board also serves as the Board for the Master Fund and thus, the Board expects that the Master Fund will conduct repurchase offers on a
quarterly basis in order to permit each Fund to meet its obligations under its repurchase offers. However, there are no assurances that the
Master Funds Board will, in fact, decide to undertake such a repurchase offer. The Fund cannot make a repurchase offer larger than a
repurchase offer made by the Master Fund. Consequently, the Fund will conduct repurchase offers on a schedule and in amounts that
will depend on the Master Funds repurchase offers. The Master Fund (and therefore, the Fund) may need to suspend or postpone
repurchase offers if it is not able to dispose of its interests in the Portfolio Funds in a timely manner. The Master Fund will make
repurchase offers, if any, to all of its investors, including each Fund, on the same terms, which may affect the size of the Funds
repurchase offer. In addition, the Fund may determine not to conduct a repurchase offer each time the Master Fund conducts a
repurchase offer.
The Fund will repurchase Shares from shareholders pursuant to written tenders on terms and conditions that the Board determines
to be fair to the Fund and to the Funds shareholders. When the Board determines that the Fund will repurchase Shares, notice will be
provided to shareholders describing the terms of the offer, containing information shareholders should consider in deciding whether to
participate in the repurchase opportunity and containing information on how to participate. Shareholders deciding whether to tender
their Shares during the period that a repurchase offer is open may obtain the Funds net asset value per share (as of the last business day
of the previous month) by contacting the representatives listed in the applicable tender offer notice during the period. It should be noted,
however, that a shareholder will have to decide whether to participate in a repurchase offer before he or she knows the price at which the
Fund will repurchase the Shares, as described below. If a repurchase offer is oversubscribed by shareholders who tender Shares, the
Fund will generally repurchase a pro rata portion of the Shares tendered by each shareholder. However, the Board, in its discretion,
subject to applicable law, may amend a tender offer to include all or part of the oversubscribed amounts.
Repurchases of Shares from shareholders by the Fund may be paid, in the discretion of the Fund, in cash or by the distribution of
securities in-kind, or partly in cash and partly in-kind. The Fund does not generally expect to distribute securities in-kind except in
unusual circumstances, including if making a cash payment would result in a material adverse effect on the Fund or on shareholders, or
if the Fund has received distributions (via the Master Fund) from Portfolio Funds in the form of securities that are transferable to the
shareholders that the Fund cannot liquidate itself prior to making the distribution. Securities that are distributed in-kind in connection
with a repurchase of Shares may be illiquid. Any in-kind distribution of securities will be valued in accordance with procedures adopted
by the Board and will be distributed to tendering shareholders on a proportional basis. Repurchases will be effective after receipt and
acceptance by the Fund of eligible written tenders of Shares from shareholders by the applicable repurchase offer deadline. The Fund
and the Master Fund may, but need not, maintain cash or borrow money to meet repurchase requests. Such a practice could increase the
Funds and the Master Funds operating expenses and impact the ability to achieve their investment objective.
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In light of liquidity constraints associated with the Funds investments in Portfolio Funds and the fact that the Master Fund may
have to effect redemptions from Portfolio Funds in order for the Fund to pay for Shares being repurchased, the Fund expects to employ
the following repurchase procedures:


If the Board elects to offer to repurchase Shares of the Fund, the Fund will send each shareholder a repurchase offer that
explains the terms and conditions of the repurchase. This repurchase offer will be sent to shareholders at least 20 business
days before the date on which the shareholder must notify the Fund that the shareholder has elected to tender shares to the
Fund (the Notice Date).



A shareholder choosing to tender Shares for repurchase must do so by the Notice Date, which will be at least 65 days before
the date as of which Shares are to be valued. Shares will be valued as of the valuation date, which is generally expected to be
March 31, June 30, September 30 or December 31 (the Valuation Date). Tenders will be revocable upon written notice to
the Fund up to the Notice Date.



Promptly after the Valuation Date, the Fund will, if requested by such shareholder, give to each shareholder whose Shares
have been accepted for repurchase a promissory note (the Promissory Note) entitling the shareholder to be paid an amount
equal to the value, determined as of the Valuation Date, of the repurchased Shares.



The Promissory Note, which will be non-interest bearing and non-transferable, is expected to contain terms providing for
payment at two separate times, in the case of the repurchase of all of an investors Shares, as is customary regarding such
payments.



Payment in respect of the Promissory Note for a partial repurchase of an investors Shares will be made within 45 days of the
Valuation Date.



The initial payment in respect of the Promissory Note (the Initial Payment), in the case of a full repurchase of an
investors Shares, will be an amount equal to at least 95% of the estimated value of the repurchased Shares, determined as of
the Valuation Date. The Initial Payment will be made within 45 days of the Valuation Date.



The second and final payment in respect of the Promissory Note (the Final Payment), in the case of a full repurchase of an
investors Shares, for the balance (which will not be credited for interest) is expected to be in an amount equal to the excess,
if any, of (1) the value of the repurchased Shares, determined as of the Valuation Date, over (2) the Initial Payment. The Final
Payment will be made within 90 days of the Valuation Date.



Although the amounts required to be paid by the Fund under the Promissory Note will generally be paid in cash, the Fund
may under certain limited circumstances pay all or a portion of the amounts due by an in-kind distribution of securities. The
Fund intends to make an in-kind payment of securities only under the limited circumstance if making a cash payment would
result in a material adverse effect on the Fund or on shareholders, or if the Fund has received distributions from Portfolio
Funds in the form of securities that are transferable to the shareholders that the Fund cannot liquidate itself prior to making
the distributions.

The Fund will assume all fees and expenses related to a repurchase of Shares.
The repurchase of Shares is subject to regulatory requirements imposed by the SEC, and the Funds repurchase procedures are
intended to comply with such requirements. However, if the Board determines that modification of the repurchase procedures described
above is required or appropriate, the Board will adopt revised repurchase procedures as necessary to ensure the Funds compliance with
applicable regulations or as the Board, in its sole discretion, deems appropriate.
Upon its acceptance of tendered Shares for repurchase, the Fund will maintain daily on its books a segregated account consisting
of (1) cash, (2) liquid securities or (3) shares of the Master Fund that the Fund has requested be redeemed (or any combination of them),
in an amount equal to the aggregate estimated unpaid dollar amount of the Promissory Note issued to shareholders tendering Shares.
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Payment for repurchased Shares of the Fund may, as a result, require the Master Fund to liquidate portfolio holdings in Portfolio
Funds earlier than the Sub-Adviser would otherwise have caused these holdings to be liquidated, potentially resulting in losses, and may
increase the Master Funds investment related expenses as a result of higher portfolio turnover rates. The Sub-Adviser intends to take
measures, subject to policies as may be established by the Board, to attempt to avoid or minimize such potential losses and expenses
resulting from the repurchase of Shares.
The Board may under certain circumstances elect to postpone, suspend or terminate an offer to repurchase Shares.
Dealers or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund
that are in addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund,
LMIS or any other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or
operational limitations applicable to such parties, may affect or limit a shareholders ability to tender Shares for repurchase, or
otherwise transact business with the Fund. Investors should direct any questions regarding terms and conditions applicable to their
accounts or relevant operational limitations to the Dealer or other financial intermediary.
In the event that LMPFA, the Sub-Adviser or any of their affiliates hold Shares in the capacity of a shareholder, such Shares may
be tendered for repurchase in connection with any repurchase offer made by the Fund, without notice to the other shareholders.
Mandatory Redemption
The Fund may repurchase Shares of a shareholder without consent or other action by the shareholder or other person if the Fund
determines that:


the Shares have been transferred in violation of the Funds Declaration of Trust or Bylaws, or has vested in any person other
than by operation of law as a result of the death, dissolution, bankruptcy, insolvency or adjudicated incompetence of the
shareholder;



ownership of the Shares by a shareholder or other person is likely to cause the Fund to be in violation of, or require
registration of any Shares under, or subject the Fund to additional registration or regulation under, the securities,
commodities, or other laws of the U.S. or any other relevant jurisdiction;



continued ownership of Shares by a shareholder may be harmful or injurious to the business or reputation of the Fund, the
Master Fund, the Board of Trustees, LMPFA, or any of their affiliates, or may subject the Fund or any shareholder to an
undue risk of adverse tax or other fiscal or regulatory consequences;



any of the representations and warranties made by a shareholder or other person in connection with the acquisition of Shares
was not true when made or has ceased to be true;



with respect to a shareholder subject to special laws or compliance requirements, such as those imposed by ERISA, the Bank
Holding Company Act or certain Federal Communication Commission regulations (collectively, Special Laws or
Regulations), the shareholder is likely to be subject to additional regulatory or compliance requirements under these Special
Laws or Regulations by virtue of continuing to hold any Shares; or



it would be in the best interests of the Fund, as determined by the Board, for the Fund to repurchase the Shares.
TRANSFERS OF SHARES

There is no public market for the Funds Shares and none is expected to develop. The Fund does not list its Shares on a stock
exchange or similar market. With very limited exceptions, Shares are not transferable, and liquidity for investments in Shares may be
provided only through periodic repurchase offers by the Fund. If a
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shareholder attempts to transfer Shares in violation of the Funds transfer restrictions, the transfer will not be permitted and will be
void. An investment in the Fund is thus suitable only for investors who can bear the risks associated with the limited liquidity of the
Shares and should be viewed as a long-term investment.
Except as otherwise described below, no person may become a substituted shareholder without the written consent of the Fund,
which consent may be withheld for any reason or no reason in its sole discretion. Shares held by a shareholder may be transferred only:


by operation of law in connection with the death, bankruptcy or incompetence of any shareholder; or



under certain limited circumstances, with the consent of the Fund, which may be withheld in the sole discretion of the Funds
Board and is expected to be granted, if at all, only under extenuating circumstances.

Notice to the Fund of any proposed transfer of Shares must include evidence satisfactory to the Fund that the proposed transferee,
at the time of transfer, meets any requirements imposed by the Fund with respect to investor eligibility and suitability, including the
requirement that any investor (or investors beneficial owners in certain circumstances) is an Eligible Investor. See Eligible Investors.
Notice of a proposed transfer of Shares must also be accompanied by a properly completed Investor Certification in respect of the
proposed transferee. The Fund generally will not consent to a transfer of Shares by a shareholder (i) unless such transfer is to a single
transferee, or (ii) after the transfer of Shares, the balance of the account of each of the transferee and transferor is at least $250,000. A
shareholder transferring Shares may be charged reasonable expenses, including, but not limited to, attorneys and accountants fees,
incurred by the Fund or LMPFA in connection with the transfer. In connection with any request to transfer Shares, the Fund may require
the shareholder requesting the transfer to obtain, at the shareholders expense, an opinion of counsel selected by the Fund as to such
matters as the Fund may reasonably request.
The Fund reserves the right to revise the transfer restrictions on its Shares at any time.
In purchasing Shares, a shareholder agrees to indemnify and hold harmless the Fund, its Board of Trustees, LMPFA, the SubAdviser, each other shareholder and any affiliate of the foregoing against all losses, claims, damages, liabilities, costs and expenses
(including legal or other expenses incurred in investigating or defending against any losses, claims, damages, liabilities, costs and
expenses or any judgments, fines, and amounts paid in settlement), joint or several, to which such persons may become subject by
reason of or arising from any transfer made by that shareholder in violation of the Declaration of Trust, By-laws or policies adopted by
the Board, or any misrepresentation made by that shareholder or a substituted shareholder in connection with any such transfer.
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MANAGEMENT OF THE FUND
The Manager
Legg Mason Partners Fund Advisor, LLC (LMPFA), a wholly-owned subsidiary of Legg Mason Inc. (Legg Mason), is a
registered investment adviser with offices at 620 Eighth Avenue, New York, New York 10018 and will provide administrative and
management services to the Fund and the Master Fund. As of March 31, 2013, LMPFAs total assets under management were
approximately $214.7 billion. Legg Mason is a global asset management firm. As of March 31, 2013, Legg Masons asset management
operation had aggregate assets under management of approximately $664.6 billion. LMPFA has limited experience managing a
registered fund of hedge funds. In consideration of the advisory and other services provided by LMPFA to the Master Fund pursuant to
a management agreement, the Master Fund will pay LMPFA an annual fee, payable monthly, in an amount up to 1.10% of the Master
Funds average monthly managed assets.
The Master Fund pays a management fee to LMPFA (which in turn pays a portion of such fee to the Sub-Adviser) based on a
percentage of the Funds Managed Assets. LMPFA will base its decision regarding whether and how much leverage to use for the
Master Fund on its assessment of whether such use of leverage will advance the Master Funds investment objective. A decision to
increase the Master Funds leverage, however, will have the effect, all other things being equal, of increasing Managed Assets and
therefore LMPFAs and the Sub-Advisers fees. Consequently, LMPFA and the Sub-Adviser may have a conflict of interest in
determining whether to increase the Master Funds use of leverage. LMPFA will seek to manage that potential conflict by only
increasing the Master Funds use of leverage when it determines that such increase is consistent with the Master Funds investment
objective, and by periodically reviewing the Master Funds performance and use of leverage with the Master Funds Board of Trustees.
If a management fee is paid by the Fund in the future, a similar conflict of interest will exist between the Fund, on the one hand, and
LMPFA and the Sub-Adviser, on the other.
The Sub-Adviser
Permal Asset Management LLC, a limited liability company formed under the laws of the State of Delaware, is the investment
sub-adviser of the Fund and the Master Fund. The Sub-Adviser, with offices at 900 Third Avenue, New York, NY 10022, is registered
with the SEC as an investment adviser under the Advisers Act. Subject to the oversight of LMPFA and the Board of Trustees, the SubAdviser provides day-to-day portfolio management with respect to the Funds and the Master Funds assets.
The Sub-Adviser is a member of the Permal Group and is owned indirectly by Permal Group Ltd., a holding company of an
international financial group of companies. Permal Group Ltd. is a subsidiary of Legg Mason. The Permal Group is one of the largest
fund-of-funds investment firms in the world with approximately $23.5 billion in assets under management at March 31, 2013. The SubAdviser had approximately $15.3 billion in assets under management at March 31, 2013.
In addition to the Fund and the other funds in this master-feeder structure, the Sub-Adviser currently manages one U.S.
registered open-end fund of funds. The Sub-Adviser has approximately 40 years of experience in managing funds of hedge funds that
are not registered as investment companies under U.S. law (although some are registered under the regulatory framework of foreign
jurisdictions, such as the Undertaking For Collective Investment in Transferable Securities (UCITS)).
LMPFA, and not the Master Fund, will pay an amount equal to 1.00% of the Master Funds average monthly managed assets to
the Sub-Adviser for the investment advisory and day-to-day portfolio management services it provides to the Master Fund.
In addition, LMPFA, and not the Fund, will pay an amount equal to 1.00% of the Funds average monthly managed assets to the
Sub-Adviser for the investment advisory and day-to-day portfolio management services it provides to the Fund, except that no
management fee is payable by LMPFA so long as the Fund invests all of its assets in the Master Fund.
The following individuals at the Sub-Adviser have primary responsibility for the day-to-day management of the Funds portfolio:
Javier F. Dyer, Deputy Chief Investment Officer and Portfolio Manager, Permal Asset Management LLC
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Javier F. Dyer is Deputy Chief Investment Officer and the lead Portfolio Manager for Permal Fixed Income Holdings N.V. and coportfolio manager for Permal Investment Partners, LP and Permal Multi-Manager-Funds (Lux) Advantage Multi-Strategy Fund. In
addition, his responsibilities include quantitative and qualitative due diligence on prospective hedge fund managers, especially those
who manage fixed income and credit related strategies. He has been with The Permal Group since 2003. From 1999 to 2001, Mr. Dyer
was a credit analyst for Atlantic Security Bank (now known as Credicorp Securities Inc.) in Miami where he supervised $300 million in
emerging markets and high yield debt securities. Prior to that time, Mr. Dyer was a credit analyst at Banco de Credito del Peru in Lima,
Peru. Mr. Dyer holds an M.B.A. in Finance from The Wharton School of the University of Pennsylvania (2003). He also holds a B.S. in
Business Administration with a major in finance from Universidad de Lima, Peru (1996).
Alexander Pillersdorf, Portfolio Manager, Permal Asset Management LLC
Alexander Pillersdorf is a Portfolio Manager at the firm and serves as co-portfolio manager of Permal Fixed Income Holdings
N.V., Permal Emerging Markets Holdings N.V., Permal Tactical Allocation Fund and Legg Mason Permal Global Absolute Fund. He
joined The Permal Group in 2005 as a Financial Analyst. Prior to Permal, Mr. Pillersdorf was a Financial Analyst at Houlihan Lokey
Howard & Zukin.
Mr. Pillersdorf graduated with distinction from the Goizueta Business School at Emory University with a B.B.A. in Finance and
Accounting (2003) and holds an M.B.A. from The Wharton School of the University of Pennsylvania (2010).
The Sub-Advisers Investment Committee (the Investment Committee) is also involved in advising with respect to the topdown allocation of investments of the Fund. Its members are listed below:
Isaac R. Souede, Chairman, Chief Executive Officer and Chief Investment Strategist, Permal Group.
Mr. Souede is Chairman, Chief Executive Officer and Chief Investment Strategist of Permal Group. He is also Director of Permal
Group Inc., a role he has held since 1987. Mr. Souede became the Chairman, Chief Executive Officer and Director of Permal Asset
Management LLC in April 2003, and Director of Permal Group Ltd. in July 2005. Mr. Souede serves as a director of the Steinhardt
Fund as well as other funds within the Permal Family of Funds. Mr. Souede holds an M.B.A. from the University of Michigan and was a
licensed Certified Public Accountant in the State of New York.
James R. Hodge, President and Chairman of the Investment Committee, Permal Asset Management LLC
Mr. Hodge is President of Permal Asset Management LLC and Chairman of the Permal Investment Committee, and is responsible
for asset allocation as well as performance monitoring and research and analysis of fund managers. Prior to joining the Permal Group,
Mr. Hodge held a number of positions culminating in Director of Cost Accounting during four years of employment with the New York
Stock Exchange. He was also the Controller of Biolectron, Inc., a privately held medical products company, for four years. Mr. Hodge
has an M.B.A. from Harvard Business School, a B.S. with highest distinction from Indiana University and is a Certified Public
Accountant in the state of New Jersey.
Robert Kaplan, Chief Investment Officer and Executive Vice President, Permal Asset Management LLC
Mr. Kaplan is currently an Executive Vice President and Chief Investment Officer, responsible for ongoing asset allocation,
performance monitoring and research and is a member of the Permal Investment Committee. Mr. Kaplan joined the Permal Group in
1996, focusing on the discovery and identification of independent, investment managers including the analysis of their styles and
strategies. Prior to joining the Permal Group, Mr. Kaplan was an audit manager at Ernst & Young in their financial services division.
Mr. Kaplan has an M.B.A. with honors from Columbia University in New York and a B.S. in accounting from the State University of
New York at Albany. Mr. Kaplan was a licensed Certified Public Accountant in the state of New York.
Judy Tchou, Executive Vice President, Permal Asset Management LLC
Ms. Tchou joined the Permal Group in 1991. Her responsibilities include interviewing potential and existing money managers and
analyzing and monitoring performance of existing fund managers, including performing
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ongoing due diligence. Additionally, Ms. Tchou monitors fund cash flows and oversees the execution of investment transactions.
Ms. Tchou has a B.S. in Finance from New York University.
Investment Management Agreements and Sub-Advisory Agreement
The Management Agreements between LMPFA and each of the Fund and the Master Fund, as applicable, provide that LMPFA
will manage the operations of the Fund and the Master Fund, subject to the supervision, direction and approval of the Board and the
objectives and the policies stated in this Prospectus.
Pursuant to the Sub-Advisory Agreements between LMPFA and the Sub-Adviser, the Sub-Adviser serves as a sub-adviser to the
Fund and the Master Fund. In this capacity, subject to the supervision of LMPFA and the Board, the Sub-Adviser provides the day-today portfolio management with respect to the Fund and the Master Funds assets.
Pursuant to each Management Agreement and Sub-Advisory Agreement, LMPFA and the Sub-Adviser, as applicable, manage the
Funds and the Master Funds investment portfolio, direct purchases and sales of portfolio securities and report thereon to the Funds
and the Master Funds officers and Trustees regularly. LMPFA or the Sub-Adviser, as applicable, also provides the office space,
facilities, equipment and personnel necessary to perform the following services for the Fund and the Master Fund: SEC compliance,
including record keeping, reporting requirements and registration statements and proxies; supervision of Fund or the Master Fund
operations, including coordination of functions of the transfer agent, custodian, accountants, counsel and other parties performing
services or operational functions for the Fund or the Master Fund; and certain administrative and clerical services, including certain
accounting services and maintenance of certain books and records.
Investment decisions for the Fund and the Master Fund are made independently from those of other funds or accounts managed by
LMPFA or the Sub-Adviser. Such other funds or accounts may also invest in the same securities as the Fund and the Master Fund. If
those funds or accounts are prepared to invest in, or desire to dispose of, the same security at the same time as the Fund and the Master
Fund, however, transactions in such securities will be made, insofar as feasible, for the respective funds and accounts in a manner
deemed equitable to all. In some cases, this procedure may adversely affect the size of the position obtained for or disposed of by the
Fund and the Master Fund or the price paid or received by the Fund and the Master Fund. In addition, because of different investment
objectives, a particular security may be purchased for one or more funds or accounts when one or more funds or accounts are selling the
same security.
The Management Agreements and the Sub-Advisory Agreements each have an initial term of two years and continue in effect
from year to year thereafter if such continuance is specifically approved at least annually by the Board or by a majority of the
outstanding voting securities of the Fund, and in either event, by a majority of the Independent Trustees of the Funds Board with such
Independent Trustees casting votes in person at a meeting called for such purpose. The Board of the Fund or the holders of a majority of
the Funds shares may terminate the Management Agreement on sixty days written notice without penalty and LMPFA, may terminate
any of such agreements to which they are party on ninety days written notice without penalty. The Management Agreement, will
terminate automatically in the event of assignment (as defined in the 1940 Act).
Under the terms of the Management Agreements and the Sub-Advisory Agreements, LMPFA or the Sub-Adviser, as applicable,
shall not be liable for losses or damages incurred by the Fund or the Master Fund, unless such losses or damages are attributable to the
willful misfeasance, bad faith or gross negligence on the part of LMPFA or the Sub-Adviser or, as applicable, or from reckless disregard
by them of their obligations and duties under the relevant agreement.
The basis for the Boards initial approval of the Funds Management Agreement and Sub-Advisory Agreement will be provided
in annual or semi-annual reports to shareholders, and the basis for subsequent continuations of the Funds Management Agreement and
Sub-Advisory Agreement will be provided in annual or semi-annual reports to shareholders for the periods during which such
continuations occur.
In consideration of the advisory and other services provided by the LMPFA to the Master Fund pursuant to the Management
Agreement, the Master Fund pays LMPFA a management fee, accrued monthly and payable quarterly in arrears, of up to 1.10% on an
annualized basis of the Master Funds managed assets as of each
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month-end. In the case of a partial month, the management fee is based on the number of days during the month in which the Manager
invested Master Fund assets.
The management fee and related terms of the Funds Management Agreement with LMPFA are substantially the same as the
terms of the Master Funds management agreement with LMPFA, except that pursuant to the Funds management agreement, no
management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund. The Funds shareholders bear an
indirect share of the management fee payable by the Master Fund to LMPFA through the Funds investment in the Master Fund.
LMPFA has agreed to waive fees and/or reimburse the expenses (including organization and offering expenses) to the extent
necessary to ensure that the total annual Fund operating expenses attributable to Institutional Shares will not exceed 1.85% (excluding
fees and expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds held by the Master Fund,
brokerage, interest expense, taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or reimbursed
within three years after the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating expenses
attributable to Institutional Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any amount
that would result in the total annual Fund operating expenses attributable to Institutional Shares exceeding the limit described above.
These arrangements will continue until December 31, 2014. Any modification or termination of these arrangements prior to December
31, 2014 will require approval of the Board of Trustees.
In addition to amounts payable under the Management Agreements, the Fund and the Master Fund are each responsible for their
own expenses, including, among other things: fees and expenses (including incentive or performance allocations and fees) attributable
to Portfolio Funds and other investments and any losses in connection therewith; brokerage; interest expense; taxes; governmental fees;
voluntary assessments and other expenses incurred in connection with membership in investment company organizations; organization
costs of the Fund; the Service Provider Fee; fees and expenses of custodians, transfer agents, registrars, independent pricing vendors or
other agents; legal expenses; loan commitment fees; expenses relating to the issuance and repurchase of the Funds or the Master
Funds shares and servicing shareholder accounts; expenses of registering and/or qualifying the Funds shares for sale under applicable
federal and state law; expenses of preparing, setting in print, printing and distributing prospectuses and any statements of additional
information and any supplements thereto, reports, proxy statements, notices and distributions to the Funds and the Master Funds
shareholders; costs of stationery; website costs; costs of meetings of the Board or any committee thereof, meetings of shareholders and
other meetings of the Fund and the Master Fund; Board fees; audit fees; travel expenses of officers, Trustees and employees of the Fund
and the Master Fund, if any; the Funds and the Master Funds pro rata portion of premiums on any fidelity bond and other insurance
covering the Fund, the Master Fund and their officers, Trustees and employees; litigation expenses and any non-recurring or
extraordinary expenses as may arise, including, without limitation, those relating to actions, suits or proceedings to which the Fund or
the Master Fund are a party and any legal obligation which the Fund or the Master Fund may have to indemnify their respective
Trustees and officers with respect thereto.
The expense caps and waived and/or reimbursed fees do not cover: (a) fees and expenses, including incentive or performance
allocations and fees, attributable to Portfolio Funds in which the Master Fund invests; (b) interest expense; (c) any expenses or charges
related to litigation, derivative actions, demand related to litigation, regulatory or other government investigations and proceedings, for
cause regulatory inspections and indemnification or advancement of related expenses or costs, to the extent any such expenses are
considered extraordinary expenses as determined under generally accepted accounting principles; (d) transaction costs (such as
brokerage commissions and dealer and underwriter spreads) and taxes; and (e) other extraordinary expenses as determined under
generally accepted accounting principles. Without limiting the foregoing, extraordinary expenses are generally those that are unusual or
expected to recur only infrequently, and may include such expenses, by way of illustration, as (i) expenses of the reorganization,
restructuring, redomiciling or merger of the Fund or a class or the acquisition of all or substantially all of the assets of another fund or;
(ii) expenses of holding, and soliciting proxies for, a meeting of shareholders of the Fund (except to the extent relating to routine items
such as the election of Trustees or the approval of the independent registered public accounting firm); and
65

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(iii) expenses of converting to a new custodian, transfer agent or other service provider, in each case to the extent any such expenses are
considered extraordinary expenses.
For Permals services to the Master Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser. No management fee will be paid by the Master Fund directly to the Sub-Adviser.
In addition, for Permals services to the Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser, except that no management fee is payable by LMPFA so long as the Fund invests all of its assets in
the Master Fund. No management fee will be paid by the Fund directly to the Sub-Adviser.
Pass-Through Voting
Whenever the Fund as an investor in the Master Fund is requested to vote on matters pertaining to the Master Fund, the Fund will
seek voting instructions from investors and will vote its interest in the Master Fund for or against such matters proportionately to the
instructions to vote for or against such matters received from the investors. The Fund shall vote shares of the Master Fund for which it
receives no voting instructions in the same proportion as the shares of the Fund for which it receives voting instructions.
DISTRIBUTOR AND DEALERS
The Fund has entered into a distribution agreement with LMIS, an affiliate of LMPFA and the Sub-Adviser, to serve as distributor
and solicit investors for the Institutional Shares. Under the Institutional Distribution Agreement, LMIS responsibilities include, but are
not limited to, selling Institutional Shares of the Fund upon the terms set forth in this Prospectus and making arrangements for the
collection of purchase monies or the payment of purchase proceeds. In the Institutional Distribution Agreement between the Fund and
LMIS, the Fund has agreed to indemnify LMIS against certain liabilities, including liabilities arising under the 1933 Act. LMIS will not
act as a market maker with respect to the Shares.
LMIS may engage one or more Dealers to assist in the distribution of the Funds Institutional Shares. LMPFA, the Sub-Adviser or
their affiliates may pay a fee out of their own resources to Dealers for distribution of Institutional Shares and account services. Dealers
may charge a separate fee for their services in conjunction with an investment in the Fund and/or maintenance of investor accounts.
Such a fee is not a sales load imposed by the Fund or LMIS, and will be in addition to any fees charged or paid by the Fund. The
payment of any such fees, and their impact on a particular investors investment returns, would not be reflected in the returns of the
Fund. Dealers or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund
that are in addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund,
LMIS or any other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or
operational limitations applicable to such parties, may affect or limit a shareholders ability to purchase Institutional Shares or tender
Institutional Shares for repurchase, or otherwise transact business with the Fund. Dealers may provide shareholder services that differ
from the services provided by other Dealers. Services provided by Dealers may vary. Investors should consult their Dealer for further
information regarding the shareholder services it provides for each class and the compensation it receives in connection with each class.
Shareholders should direct any questions regarding fees, terms and conditions applicable to their accounts, or relevant operational
limitations to the Dealer or other financial intermediary.
In addition, LMIS, LMPFA, the Sub-Adviser and/or their affiliates may make payments for distribution, shareholder servicing,
marketing and promotional activities and related expenses out of their profits and other available sources, including profits from their
relationships with the Fund. These payments are not reflected as additional expenses in the fee table contained in this prospectus. The
recipients of these payments may include the Funds distributor and affiliates of LMPFA or the Sub-Adviser, as well as non-affiliated
broker/dealers, insurance companies, financial institutions and other financial intermediaries through which investors may purchase
Institutional Shares. The total amount of these payments may be substantial to any given recipient and
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may exceed the costs and expenses incurred by the recipient for any Fund related marketing or shareholder servicing activities. The
payments described in this paragraph are often referred to as revenue sharing payments. Revenue sharing arrangements are separately
negotiated.
Revenue sharing payments create an incentive for an intermediary or its employees or associated persons to recommend or sell
Institutional Shares. Shareholders should contact LMIS or their Dealer for details about revenue sharing payments it receives or may
receive. Revenue sharing payments, as well as payments under the shareholder services and distribution plan (where applicable), also
benefit LMPFA, the Sub-Adviser, LMIS and their affiliates to the extent payments result in more assets being invested in the Fund on
which fees are being charges.
Legg Mason, a Maryland corporation and the indirect parent of LMPFA and the Sub-Adviser, currently owns a majority of the
Funds outstanding Shares and expects to purchase additional Shares in the offering. As a result, Legg Mason may be deemed to control
the Fund until it owns less than 25% of the outstanding Shares. Upon completion of the offering described in this prospectus it is not
anticipated that Legg Mason will remain a controlling shareholder of the Fund. The principal business address of Legg Mason is 100
International Drive, Baltimore, Maryland.
SERVICES
Service Provider
The Bank of New York Mellon serves as the Service Provider of the Fund and has the responsibility for providing record-keeping,
accounting, financial and related reporting, investor-related and anti-money laundering services and for assisting the Fund and the
Master Fund with their operational needs. Under the Services Agreement (as defined below), the Service Provider is responsible for,
among other things: (1) maintaining a list of shareholders and generally performing all actions related to the issuance and repurchase of
Shares, if any; (2) providing the Fund with certain record-keeping, clerical and bookkeeping services; (3) computing the NAV of the
Fund; (4) preparing, or overseeing the preparation of, monthly, quarterly, semi-annual and annual financial statements of the Fund,
quarterly reports of the operations of the Fund and maintaining information to facilitate the preparation of annual tax returns;
(5) preparing certain regulatory filings; and (6) performing additional services, as agreed upon, in connection with the operations of the
Fund. Subject to approval of the Board, the Service Provider may from time to time delegate its responsibilities under the Services
Agreement to one or more parties selected by the Service Provider. The Service Provider provides these services to the Fund pursuant to
the Services Agreement (the Services Agreement).
In consideration of the services provided by the Service Provider to the Fund, the Fund pays the Service Provider a monthly fee,
which is not expected to exceed 0.075% (annually) of the Funds average net assets. The Fund also pays the Service Provider certain
fixed fees for tax preparation and other services (collectively with the asset based fee, the Service Provider Fee). The Service
Provider Fee is paid out of and reduces the Funds net assets.
PERFORMANCE INFORMATION
Appendix D shows comparative performance information with respect to accounts managed by the Sub-Adviser with an
investment objective and strategies substantially similar to that of the Fund and the Master Fund. Prospective investors should carefully
read the disclosures that accompany the investment performance data and charts in Appendix D.
Sales literature relating to the Fund and reports to shareholders may include quotations of investment performance of the Fund. In
these materials, the Funds performance will normally be portrayed as the net return to an investor during each month or quarter of the
period for which investment performance is being shown. Cumulative performance and year-to-date performance computed by
aggregating quarterly or monthly return data may also be used. Investment returns will be reported on a net basis, after all fees and
expenses. Other methods also may be used to portray the Funds investment performance.
The Funds performance results will vary from time to time, and past results are not necessarily indicative of future
investment results. As of the date of this prospectus, the Master Fund has not yet commenced investment operations and, therefore,
does not have performance results.
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Comparative performance information, as well as any published ratings, rankings and analyses, reports and articles discussing the
Fund, may also be provided to shareholders and prospective investors in the Fund, including data and materials prepared by recognized
sources of such information. Such information may include comparisons of the Funds and the Master Funds investment performance
to the performance of recognized market indices such as the S&P 500, the Russell 2000, or other lesser known indices (including
indices of other pooled investment vehicles investing in Portfolio Funds and private equity venture and buyout funds). Comparisons also
may be made to economic and financial trends and data that may be relevant for investors to consider in determining whether to invest
in the Fund.
DETERMINATION OF NET ASSET VALUE
Each of the Fund and the Master Fund will calculate its NAV as of the close of business on the last business day of each calendar
month and at such other times as the Board may determine, including in connection with repurchases of Shares, in accordance with the
procedures described below or as may be determined from time to time in accordance with policies established by the Board. The NAV
of a Fund will equal the value of the total assets of the Fund, less all of its liabilities, including accrued fees and expenses. The NAV of
the Master Fund will equal the value of the total assets of the Master Fund, less all of its liabilities, including accrued fees and expenses.
Because the Fund intends to invest substantially all of its assets in the Master Fund, the value of the assets of the Fund will depend on
the value of its share of the Portfolio Funds or other investments in which the Master Fund invests. The Funds NAV per share equals
the NAV of the Fund divided by the number of its outstanding Shares.
The Board of Trustees of the Master Fund has approved procedures pursuant to which the Master Fund will value its investments
in Portfolio Funds at fair value. In accordance with these procedures, fair value as of each date upon which the Fund calculates its net
asset value (an NAV Date) will be determined by the North American Fund Valuation Committee at LMPFA based on valuations
provided by the Portfolio Funds third party administrators and due diligence conducted by the Sub-Adviser, which is in accordance
with the Portfolio Funds valuation policies. Using the nomenclature of the Portfolio Fund industry, any values reported as estimated
or final values will reasonably reflect market values of securities for which market quotations are available or fair value as of the
Portfolio Funds valuation date.
The third party administrators of Portfolio Funds will generally be paid by the Portfolio Funds, and not the Master Fund. It is not
anticipated that the Master Fund would have a direct legal claim against third party administrators in the event of a conflict over a
valuation. Portfolio Managers and third party administrators may face conflicts of interest in valuing portfolio securities since such
values affect their respective compensation.
The Fund, through its investment in the Master Fund, will normally invest primarily in Portfolio Funds. The net asset values of
Portfolio Funds are generally not readily available from pricing vendors, nor are they calculable independently by the Sub-Adviser or
Portfolio Managers. Therefore, pursuant to the valuation procedures, the Master Fund will fair value its interests in the Portfolio Funds.
Prior to investing in any Portfolio Fund, the Sub-Adviser will conduct a due diligence review of the valuation methodology
utilized by a Portfolio Funds third party administrator, which will utilize market values when available and otherwise utilize principles
of fair value that the Sub-Adviser reasonably believes to be consistent with those used by the Master Fund in valuing its own
investments.
The Master Fund will value each underlying Portfolio Fund as of the NAV Date primarily in reliance on the most recent
Underlying NAV supplied by the Portfolio Funds third party administrator. In the event the Underlying NAV is not as of the NAV
Date, the Sub-Adviser will use benchmark or other triggers in determining if a significant market movement has occurred between the
effective date of the Underlying NAV and the Funds NAV Date that should be taken into consideration when determining the
reasonableness of the Underlying NAV. Based on the foregoing factors, the Sub-Adviser will make recommendations to the Master
Fund on fair valuation of such securities. Neither the Sub-Adviser nor the Board of Trustees will be able to directly confirm
independently the accuracy of the Underlying NAVs provided by the Portfolio Funds third party administrators (which are unaudited,
except for year-end valuations).
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Although redemptions of interests in Portfolio Funds are subject to advance notice requirements, Portfolio Funds will typically
make available net asset value information to holders that represents the price at which, even in the absence of redemption activity, the
Portfolio Fund would have effected a redemption if any such requests had been timely made or if, in accordance with the terms of the
Portfolio Funds governing documents, it would be necessary to effect a mandatory redemption. Following procedures adopted by the
Board of Trustees of the Master Fund, in the absence of specific transaction activity in interests in a particular Portfolio Fund, the Board
of Trustees of the Master Fund would consider whether it was appropriate, in light of all relevant circumstances, to value its interest at
its net asset value as reported at the time of valuation or whether to adjust such value to reflect a premium or discount to net asset value.
In accordance with generally accepted accounting principles and industry practice, the Fund and the Master Fund may not always apply
a discount in cases where there is no contemporaneous redemption activity in a particular Portfolio Fund. In other cases, as when a
Portfolio Fund imposes extraordinary restrictions on redemptions, or when there have been no recent transactions in Portfolio Fund
interests, the Master Fund may determine that it is appropriate to apply a discount to the net asset value of the Portfolio Fund. Any such
decision would be made in good faith and subject to the review and supervision of the Board.
Any valuations provided by the Portfolio Funds third party administrator upon which the Master Fund will calculate its monthend net asset value and net asset value per share may be subject to later adjustment based on valuation information reasonably available
at such time. For example, year-end net asset value calculations of the Portfolio Funds are audited by Portfolio Funds independent
auditors and may be revised as a result of such audits. Because such adjustments or revisions, whether increasing or decreasing the net
asset value of the Master Fund (and, therefore, the Fund) at the time they occur, relate to information available only at the time of the
adjustment or revision, the adjustments or revisions will not affect the amount of the repurchase proceeds of the Master Fund received
by shareholders who had their shares repurchased prior to such adjustments and received their repurchase proceeds. As a result, to the
extent that such subsequently adjusted valuations from the Portfolio Managers or administrators or revisions to an Underlying NAV
adversely affect the Master Funds (and, therefore, the Funds) net asset value, the outstanding shares will be adversely affected by
prior repurchases to the benefit of shareholders who had their shares repurchased at a net asset value higher than the adjusted amount.
Conversely, any increases in the net asset value resulting from such subsequently adjusted valuations will be entirely for the benefit of
the outstanding shares and to the detriment of shareholders who previously had their shares repurchased at a lower net asset value than
the adjusted amount. The same principles apply to the purchase of shares. New shareholders may be affected in a similar way.
The valuation procedures approved by the Board provide that, where deemed appropriate by the Sub-Adviser and consistent with
the 1940 Act, investments in Portfolio Funds may be valued at cost. Generally, valuation at cost is appropriate only at the time of initial
purchase. Cost would only be used when cost is determined to best approximate the fair value of the particular security under
consideration. For example, cost may not be appropriate when the Master Fund is aware of sales of similar securities to third parties at
materially different prices or in other circumstances where cost may not approximate fair value (which could include situations where
there are no sales to third parties). In such a situation, the Master Funds investment will be revalued in a manner that the Sub-Adviser,
in accordance with procedures approved by the Board of Trustees, determines in good faith best reflects approximate market value. The
Board of Trustees will be responsible for ensuring that the valuation policies utilized by the Sub-Adviser are fair to the Fund and
consistent with applicable regulatory guidelines.
Expenses of the Fund and the Master Fund, including LMPFAs and the Sub-Advisers investment management fee and the costs
of any borrowings, are accrued and are taken into account for the purpose of determining net asset value. Expenses attributable to a
particular share class are taken into account for the purpose of determining the net asset value per share of that share class.
Prospective investors should be aware that situations involving uncertainties as to the value of portfolio positions could have an
adverse effect on the Funds or the Master Funds net assets if the judgments of the Board of Trustees, the North American Fund
Valuation Committee at LMPFA, the Sub-Adviser, or the Portfolio Managers of the Portfolio Funds should prove incorrect.
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Although the Master Funds investments in Portfolio Funds will not have readily available market quotations, securities in which
the Master Fund invests which do generally have readily available market quotations, such as government securities and the securities
of exchange-traded funds, will be valued at market value, which is currently determined using the last reported sale price or, if no sales
are reported (in the case of some securities traded over-the-counter), the last reported bid price.
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DISTRIBUTIONS TO SHAREHOLDERS
The Fund intends to distribute net investment income and capital gains annually, although it reserves the right to distribute less
than all of such income and gains and pay any corresponding excise tax and corporate income tax, provided that the Fund maintains its
eligibility to be taxed as a regulated investment company. Unless you elect to receive distributions in cash (i.e., opt out), all of your
distributions, including any capital gains distributions on your Shares, will be automatically reinvested in additional Shares under the
Funds Dividend Reinvestment Plan. See Dividend Reinvestment Plan. However, the Fund may elect to pay cash/stock dividends and
limit the aggregate amount of cash distributed to all of its shareholders, in which case shareholders electing to receive cash may
nonetheless receive a portion of such distributions in Shares of the Fund. In that event, such electing shareholders generally would be
taxed on the full amount of any such distribution (including the portion payable in the Funds Shares). See Risk FactorsCertain Tax
Risks with Respect to an Investment in the FundCertain Distributions of the Funds Shares Will Be Taxable.
DIVIDEND REINVESTMENT PLAN
Unless you elect to receive distributions in cash (i.e., opt-out), all dividends, including any capital gain dividends, on your
Institutional Shares will be automatically reinvested by The Bank of New York Mellon, as agent for the shareholders (the Plan
Agent), in additional Institutional Shares under the Funds Dividend Reinvestment Plan (the Plan). You may elect not to participate
in the Plan by contacting the Plan Agent. If you do not participate, you will receive all cash distributions paid by check mailed directly
to you by The Bank of New York Mellon, as dividend paying agent. However, the Fund may elect to pay cash/share dividends and limit
the aggregate amount of cash distributed to all of its shareholders, in which case shareholders electing to receive cash may nonetheless
receive a portion of such distributions in Institutional Shares of the Fund. In that event, such electing shareholders generally would be
taxed on the full amount of any such distribution (including the portion payable in the Funds Institutional Shares). See Risk
FactorsCertain Tax Risks with Respect to an Investment in the FundCertain Distributions of the Funds Shares Will Be Taxable.
If you participate in the Plan, the number of Institutional Shares you will receive will be determined by the current NAV of the
Institutional Shares.
Institutional Shares in your account will be held by the Plan Agent in non-certificated form. Any proxy you receive will include all
Institutional Shares you have received under the Plan.
You may withdraw from the Plan (i.e., opt-out) by notifying the Plan Agent in writing at BNY Investors Services c/o Permal
Hedge Strategies Fund I, 400 Bellevue Parkway, Wilmington, DE 19809, Mail Stop 19C-0204 or by calling the Plan Agent at
866-211-4521. Such withdrawal will be effective immediately if notice is received by the Plan Agent not less than ten business days
prior to any dividend or distribution record date; otherwise such withdrawal will be effective as soon as practicable after the Plan
Agents investment of the most recently declared dividend or distribution on the Institutional Shares. The Plan may be amended or
supplemented by the Fund upon notice in writing mailed to shareholders at least 30 days prior to the record date for the payment of any
dividend or distribution by the Fund for which the termination is to be effective.
Automatically reinvesting dividends and distributions does not mean that you do not have to pay income taxes due upon receiving
dividends and distributions. Investors will be subject to income tax on amounts reinvested under the Plan.
The Fund reserves the right to amend or terminate the Plan if, in the judgment of the Board of Trustees, the change is warranted.
There is no direct service charge to participants in the Plan; however, the Fund reserves the right to amend the Plan to include a service
charge payable by the participants. Additional information about the Plan and your account may be obtained by calling the Plan Agent
at 866-211-4521.
CERTAIN TAX CONSIDERATIONS
Set forth below is a discussion of the material U.S. federal income tax aspects concerning the Fund and the purchase, ownership
and disposition of Shares. This discussion does not purport to be complete or to deal with all
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aspects of U.S. federal income taxation that may be relevant to shareholders in light of their particular circumstances. Unless otherwise
noted, this discussion assumes you are a U.S. shareholder and that you hold your Shares as a capital asset. You will be a U.S.
shareholder if you are an individual who is a citizen or resident of the United States, a U.S. domestic corporation, or any other person
that is subject to U.S. federal income tax on a net income basis in respect of an investment in Shares. This discussion is based upon the
Code, the regulations promulgated thereunder, and judicial and administrative ruling authorities, as of the date hereof, all of which are
subject to change, or differing interpretations (possibly with retroactive effect). This discussion does not represent a detailed description
of the U.S. federal income tax considerations relevant to special classes of taxpayers including, without limitation, financial institutions,
insurance companies, investors in pass-through entities, U.S. shareholders whose functional currency is not the United States dollar,
tax-exempt organizations, dealers in securities or currencies, traders in securities or commodities that elect mark to market treatment, or
persons that will hold Shares as a position in a straddle, hedge or as part of a constructive sale for U.S. federal income tax
purposes. In addition, this discussion does not address the application of the U.S. federal alternative minimum tax. Prospective investors
should consult their own tax advisers with regard to the U.S. federal tax consequences of the purchase, ownership, or disposition of
Shares, as well as the tax consequences arising under the laws of any state, foreign country, or other taxing jurisdiction.
Taxation of the Master Fund
The Master Fund intends to be treated as a partnership for U.S. federal income tax purposes for as long as it has at least two
members. As a result, the Master Fund will itself not be subject to U.S. federal income tax. Rather, each of the Master Funds
shareholders, including the Fund, will be required to take into account, for U.S. federal income tax purposes, its allocable share of the
Master Funds items of income, gain, loss, deduction and credit.
Taxation of the Fund
The Fund intends to elect to be treated and to qualify annually as a regulated investment company (a RIC) under Subchapter M
of the Code.
To qualify for the favorable U.S. federal income tax treatment generally accorded to RICs, the Fund must, among other things:
(i) derive in each taxable year at least 90% of its gross income from (a) dividends, interest, payments with respect to securities loans and
gains from the sale or other disposition of stock, securities or foreign currencies or other income (including but not limited to gains from
options, futures or forward contracts) derived with respect to its business of investing in such stock, securities or currencies; and (b) net
income derived from interests in certain publicly traded partnerships that are treated as partnerships for U.S. federal income tax
purposes and that derive less than 90% of their gross income from the items described in (a) above (each a Qualified Publicly Traded
Partnership); and (ii) diversify its holdings so that, at the end of each quarter of the taxable year, (a) at least 50% of the value of the
Funds assets is represented by cash and cash items (including receivables), U.S. government securities, the securities of other RICs and
other securities, with such other securities of any one issuer limited for the purposes of this calculation to an amount not greater than 5%
of the value of the Funds total assets and not greater than 10% of the outstanding voting securities of such issuer, and (b) not more than
25% of the value of its total assets is invested in the securities (other than U.S. government securities or the securities of other RICs) of
a single issuer, or two or more issuers that the Fund controls and that are engaged in the same, similar or related trades or businesses, or
any one or more Qualified Publicly Traded Partnerships.
For purposes of determining whether the Fund satisfies the 90% gross income test described in clause (i) above, the character of
the Funds distributive share of items of income, gain and loss derived through the Master Fund and any Portfolio Fund that is also
classified as a partnership for U.S. federal income tax purposes (other than a Qualified Publicly Traded Partnership) generally will be
determined as if the Fund realized such tax items directly. Similarly, for purposes of determining whether the Fund satisfies the asset
diversification test described in clause (ii) above, the Fund intends to look through the Master Fund to the underlying Portfolio Funds,
and also to further look through to the assets held by any Portfolio Fund that is classified as a partnership for U.S. federal income tax
purposes (other than a Qualified Publicly Traded Partnership).
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As a RIC, the Fund generally will not be subject to U.S. federal income tax on its investment company taxable income (as that
term is defined in the Code, but determined without regard to the deduction for dividends paid) and net capital gain (the excess of net
long-term capital gain over net short-term capital loss), if any, that it distributes in each taxable year to its shareholders, provided that it
distributes at least 90% of the sum of its investment company taxable income and its net tax-exempt income for such taxable year.
A RIC that fails to distribute, by the close of each calendar year, an amount at least equal to the sum of 98% of its ordinary taxable
income for such calendar year and 98.2% of its capital gain net income for the one-year period ending on October 31 of such calendar
year, plus any shortfalls from any prior years required distribution, is generally liable for a nondeductible 4% excise tax on the portion
of the undistributed amounts of such income that are less than the required distributions. For these purposes, the Fund will be deemed to
have distributed any income on which it paid U.S. federal income tax.
The Fund intends to distribute its ordinary taxable income and capital gain net income to its shareholders annually, although it
reserves the right to distribute less than all of such amounts and pay any corresponding excise tax and corporate Income tax (for
instance, because it lacks the information that it needs from a particular Portfolio Fund to determine its income attributable to that
Portfolio Fund).
A distribution by the Fund will be treated as paid on December 31 of any calendar year if it is declared by the Fund in October,
November or December with a record date in such a month and paid by the Fund during January of the following calendar year. Such
distributions will be taxable to shareholders in the calendar year in which the distributions are declared, rather than the calendar year in
which the distributions are received.
If the Fund failed to satisfy the 90% gross income test, the asset diversification test, or the 90% distribution requirement in any
taxable year, the Fund could in some cases cure such failure, including by paying a Fund-level tax on certain portions of its income,
paying interest, making additional distributions or disposing of certain assets. If the Fund were ineligible to or otherwise did not cure
such failure for any taxable year, or if the Fund were otherwise to fail to qualify as a RIC accorded special tax treatment for such year,
the Fund would be taxed as an ordinary corporation on its taxable income even if such income were distributed to its shareholders and
all distributions out of earnings and profits (including distributions of net capital gain) would be taxed to shareholders as ordinary
dividend income. Such distributions generally would be eligible (i) to be treated as qualified dividend income in the case of individual
and other non-corporate shareholders and (ii) for the dividends received deduction in the case of corporate shareholders. In addition, the
Fund could be required to recognize unrealized gains, pay taxes and make distributions (which could be subject to interest charges)
before requalifying for taxation as a RIC.
Distributions
Subject to the discussion under Passive Foreign Investment Companies below, distributions to shareholders by the Fund of
ordinary income, and of net short-term capital gains, if any, realized by the Fund will generally be taxable to shareholders as ordinary
income to the extent that such distributions are paid out of the Funds current or accumulated earnings and profits. To the extent
distributions paid by the Fund to non-corporate shareholders (including individuals) are attributable to dividends from U.S. corporations
and certain qualified foreign corporations (other than PFICs), such distributions may be eligible for taxation as qualified dividend
income at preferential rates, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder. Distributions, if any, of net capital gains that are properly reported by the Fund as capital gain dividends will be taxable as
long-term capital gains, regardless of the length of time the shareholder has owned Shares of the Fund. A distribution of an amount in
excess of the Funds current and accumulated earnings and profits will be treated by a shareholder as a return of capital which is applied
against and reduces the shareholders basis in his or her Shares. To the extent that the amount of any such distribution exceeds the
shareholders basis in his or her Shares, the excess will be treated by the shareholder as gain from a sale or exchange of the Shares. Any
distributions paid by the Fund that are attributable to dividends from U.S. corporations may be eligible for the corporate dividends
received deduction, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder.
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Distributions will be treated in the manner described above regardless of whether such distributions are paid in cash or invested in
additional Shares pursuant to the Plan.
In addition to distributions of Shares pursuant to the Plan, the Fund may also distribute dividends that are payable in cash or the
Funds Shares at the election of each shareholder. Internal Revenue Service Revenue Procedure 2010-12 temporarily allowed a RIC
whose shares were publicly traded on an established securities market in the United States to distribute its own shares as a dividend for
the purpose of fulfilling its distribution requirements. Although Revenue Procedure 2010-12 is not currently applicable, the Internal
Revenue Service has also issued private letter rulings on cash/stock dividends paid by RICs and real estate investment trusts (including,
in some cases, where the shares were not publicly traded) if certain requirements are satisfied. Whether pursuant to a private letter ruling
or otherwise, we reserve the option to pay any future dividend in cash and our Shares. Shareholders subject to U.S. federal income tax
that receive such dividends generally will be required to recognize the full amount of the dividend (including the portion payable in
Shares) as ordinary dividend income to the extent of the Funds current and accumulated earnings and profits for U.S. federal income
tax purposes. As a result, shareholders may be required to pay income taxes with respect to such dividends in excess of the cash
dividends received. Shareholders should consult their own tax advisors regarding the tax consequences to them of any such dividend
they may receive.
The Fund may elect to retain its net capital gain or a portion thereof for investment and be taxed at corporate rates on the amount
retained. In such case, it may designate the retained amount as undistributed capital gains in a notice to its shareholders, who will be
treated as if each received a distribution of his pro rata share of such gain, with the result that each shareholder will (i) be required to
report his pro rata share of such gain on his tax return as long-term capital gain, (ii) receive a refundable tax credit for his pro rata share
of tax paid by the Fund on the gain and (iii) increase the tax basis for his Shares by an amount equal to the deemed distribution less the
tax credit.
Shareholders will be notified annually as to the U.S. federal tax status of any distributions. Information returns reporting such
distributions will generally be provided to shareholders on an IRS Form 1099 (as opposed to a Schedule K-1 which is generally
provided by partnerships).
Sale or Exchange of Shares
Upon the sale or other disposition of Shares (other than repurchases, which are described below), a shareholder will generally
realize capital gain or loss in an amount equal to the difference between the amount realized and the shareholders adjusted tax basis in
the Shares sold. Such gain or loss will be long-term or short-term, depending upon the shareholders holding period for the Shares.
Generally, a shareholders gain or loss will be a long-term gain or loss if the Shares have been held for more than one year. For noncorporate taxpayers, long-term capital gains are currently eligible for reduced rates of taxation.
No loss will be allowed on the sale or other disposition of Shares if the owner acquires (including acquisitions of Shares pursuant
to the Plan) or enters into a contract or option to acquire securities that are substantially identical to such Shares within 30 days before
or after the disposition. In such a case, the basis of the securities acquired will be adjusted to reflect the disallowed loss. Losses realized
by a shareholder on the sale or exchange of Shares held for six months or less are treated as long-term capital losses to the extent of any
distribution of long-term capital gain received (or amounts designated as undistributed capital gains) with respect to such Shares.
Under Treasury regulations, if a shareholder recognizes a loss with respect to shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the Internal Revenue Service a disclosure
statement on Internal Revenue Service Form 8886. Direct shareholders of portfolio securities are in many cases excepted from this
reporting requirement, but under current guidance, shareholders of a RIC are not excepted. Future guidance may extend the current
exception from this reporting requirement to shareholders of most or all RICs. The fact that a loss is reportable under these regulations
does not affect the legal determination of whether the taxpayers treatment of the loss is proper. Shareholders should consult their tax
advisors to determine the applicability of these regulations in light of their individual circumstances.
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Repurchase of Shares
The repurchase of Shares by the Fund generally will be a taxable transaction for U.S. federal income tax purposes, either as a sale
or exchange or, under certain circumstances, as a dividend. A repurchase of Shares generally will be treated as a sale or exchange if the
receipt of cash by the shareholder results in a complete redemption of the shareholders interest in the Fund or is substantially
disproportionate or not essentially equivalent to a dividend with respect to the shareholder. In determining whether any of these tests
have been met, Shares actually owned and Shares considered to be owned by the shareholder by reason of certain constructive
ownership rules generally must be taken into account. If any of the tests for sale or exchange treatment is met, a shareholder will
generally recognize capital gain or loss (which will be treated in the same manner as described above) equal to the difference between
the amount of cash received by the shareholder and the adjusted tax basis of the Shares repurchased.
If none of the tests for sale or exchange treatment is met, the amount received by a shareholder on a repurchase of Shares will be
taxable to the shareholder as a dividend to the extent of such shareholders allocable share of the Funds current and accumulated
earnings and profits. The excess of such amount received over the portion that is taxable as a dividend would constitute a non-taxable
return of capital (to the extent of the shareholders adjusted tax basis in the Shares sold), and any amount in excess of the shareholders
adjusted tax basis would constitute taxable capital gain. Any remaining tax basis in the Shares repurchased by the Fund will be
transferred to any remaining Shares held by such shareholder. In addition, if a repurchase of Shares is treated as a dividend to the
tendering shareholder, a constructive dividend may result to a non-tendering shareholder whose proportionate interest in the earnings
and assets of the Fund has been increased by such repurchase.
Nature of the Master Funds Investments
Certain hedging and derivatives transactions of the Master Fund or the Portfolio Funds are subject to special and complex federal
income tax provisions that may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or
deductions, (ii) convert lower-taxed long-term capital gain into higher-taxed short-term capital gain or ordinary income, (iii) convert an
ordinary loss or a deduction into a capital loss (the deductibility of which is more limited), (iv) cause the Fund to recognize income or
gain without a corresponding receipt of cash, (v) adversely affect the time as to when a purchase or sale of stock or securities is deemed
to occur, (vi) adversely alter the intended characterization of certain complex financial transactions or (vii) produce income that will not
qualify as good income under the RIC rules. These rules could therefore affect the character, amount and timing of distributions to
shareholders.
Original Issue Discount Securities
If the Master Fund invests in zero coupon or other discount securities, such investments could result in income to the Fund equal
to a portion of the excess of the face value of the securities over their issue price (the original issue discount) each year that the
securities are held, even if the Master Fund receives no cash interest payments. This income would be included in determining the
amount of income which the Fund must distribute to maintain its qualification for the favorable U.S. federal income tax treatment
generally accorded to RICs and to avoid the payment of U.S. federal income tax and the nondeductible 4% federal excise tax. Because
such income may not be matched by a corresponding cash distribution to the Master Fund, the Master Fund may be required to borrow
money or dispose of other securities to enable the Fund to make distributions to its shareholders.
Currency Fluctuations
Under Section 988 of the Code, gains or losses attributable to fluctuations in exchange rates between the time the Master Fund
accrues income or receivables or expenses or other liabilities denominated in a foreign currency and the time the Master Fund actually
collects such income or receivables or pays such liabilities are generally treated as ordinary income or loss. Similarly, gains or losses on
foreign currency, foreign currency forward contracts, certain foreign currency options or futures contracts and the disposition of debt
securities denominated in foreign currency, to the extent attributable to fluctuations in exchange rates between the acquisition and
disposition dates, are also treated as ordinary income or loss.
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Passive Foreign Investment Companies
The Master Fund may acquire interests in Portfolio Funds organized outside the United States that are treated as corporations for
U.S. tax purposes and that are treated as passive foreign investment companies (PFICs) for U.S. federal income tax purposes.
If the Fund or the Master Fund makes a valid election to mark to market interests that it holds in some or all of such PFICs at
the end of each taxable year, the Fund will recognize as ordinary income any increase in the value of those PFIC interests as of the close
of the taxable year (subject to adjustments for deferral of losses from the taxable year) over their adjusted basis and as ordinary loss any
decrease in that value unless the loss is required to be deferred. Gains realized with respect to PFICs that the Fund or the Master Fund
has validly elected to mark to market will be ordinary income. If the Fund realizes a loss with respect to such a PFIC, whether by virtue
of the Master Funds sale of all or part of the Master Funds interest in the PFIC or because of the mark to market adjustment
described above, the loss will be ordinary to the extent of the excess of the sum of the mark-to-market gains over the mark-to-market
losses previously recognized with respect to the PFIC. To the extent that the Funds mark-to-market loss with respect to a PFIC exceeds
that limitation, the loss will effectively be taken into account in offsetting future mark-to-market gains from the PFIC, and any
remaining loss will generally be deferred until the PFIC interests are sold, at which point the loss will be treated as a capital loss.
If the Fund or the Master Fund does not make the mark to market election with respect to a PFIC, the Master Fund may under
certain circumstances elect to treat the PFIC as a qualified electing fund (a QEF), which would result in the Master Fund recognizing
income and gain each year based on its allocable share of the income and gain recognized by the QEF. If the QEF incurs losses in a
taxable year, however, those losses would not pass through to the Master Fund or the Fund and, accordingly, would not be available to
offset other income or gains of the Fund. The Master Fund may not be able to make QEF elections with respect to some or all of the
Portfolio Funds that are treated as PFICs because the Portfolio Fund may not be willing to satisfy the necessary reporting requirements.
If neither a mark to market nor a QEF election is made with respect to an interest in a PFIC, the ownership of the PFIC interest may
have significantly adverse tax consequences for the Fund. In such a case, the Fund would be subject to an interest charge (at the rate
applicable to tax underpayments) on tax liability treated as having been deferred with respect to certain distributions and on gain from
the disposition of the interests in a PFIC (collectively referred to as excess distributions), even if those excess distributions are paid
by the Fund as a dividend to its shareholders.
If a mark-to-market or a QEF election is made, the Fund may be required to recognize income (which generally must be
distributed to the Funds shareholders) in excess of the distributions that the Master Fund receives from Portfolio Funds. Accordingly,
the Master Fund may need to borrow money or to dispose of its interests in Portfolio Funds in order to make the distributions required
in order to enable the Fund to maintain the Funds status as a RIC and to avoid the imposition of a federal income tax and/or the
nondeductible 4% excise tax. There can be no assurances, however, that the Master Fund will be successful in this regard and the Fund
may not be able to maintain its status as a RIC.
Dividends paid by PFICs, or amounts recognized pursuant to the mark-to-market or QEF election, will not be eligible for taxation
as qualified dividend income.
Foreign Taxes
Investment income that may be received by the Master Fund from sources within foreign countries may be subject to foreign taxes
withheld at the source. The United States has entered into tax treaties with many foreign countries that entitle the Master Fund to a
reduced rate of, or exemption from, taxes on such income. If more than 50% of the value of the Funds total assets at the close of the
taxable year consists of stock or securities of foreign corporations, the Fund may elect to pass-through to the Funds shareholders its
proportionate amount of foreign taxes paid by the Master Fund. If the Fund so elects, each shareholder would be required to include in
gross income, even though not actually received, his pro rata share of the foreign taxes paid by the Master Fund, but would be treated as
having paid his pro rata share of such foreign taxes and would therefore be allowed to either (i) deduct such amount in computing
taxable income or (ii) use such amount (subject to various Code
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limitations) as a foreign tax credit against federal income tax. For purposes of the foreign tax credit limitation rules of the Code, each
shareholder would treat as foreign source income his pro rata share of such foreign taxes plus the portion of dividends received from the
Fund representing income derived from foreign sources. No deduction for foreign taxes could be claimed by a non-corporate
shareholder who does not itemize deductions. In certain circumstances, a shareholder that has held Shares of the Fund for less than a
specified minimum period during which it is not protected from risk of loss, or is obligated to make payments related to the dividends,
will not be allowed a foreign tax credit for foreign taxes deemed imposed on dividends paid on such Shares. Additionally, the Master
Fund must also meet this holding period requirement with respect to its foreign stock and securities in order for creditable taxes to be
passed through to its shareholders. Each shareholder should consult his own tax adviser regarding the potential application of foreign
tax credits.
Backup Withholding
The Fund may be required to withhold from all taxable distributions and redemption proceeds payable to shareholders who fail to
provide the Fund with their correct taxpayer identification number or to make required certifications, or who have been notified by the
Internal Revenue Service that they are subject to backup withholding. Certain shareholders specified in the Code generally are exempt
from such backup withholding. This withholding is not an additional tax. Any amounts withheld may be credited against the
shareholders U.S. federal income tax liability, provided that the shareholder furnishes the Internal Revenue Service with the required
information.
Foreign Shareholders
U.S. taxation of a shareholder who is a nonresident alien individual, a foreign trust or estate, a foreign corporation or foreign
partnership (foreign shareholder) depends on whether the income of the Fund is effectively connected with a U.S. trade or business
carried on by the shareholder.
If the income from the Fund is not effectively connected with a U.S. trade or business carried on by the foreign shareholder,
distributions (including any distributions of Shares or repurchases of Shares that are taxable as a dividend, as described above under
Distributions and Repurchase of Shares, respectively) of investment company taxable income will be subject to a U.S. tax of
30% (or lower treaty rate), which tax is generally withheld from such distributions. However, dividends paid by the Fund that are
interest-related dividends or short-term capital gains dividends will generally be exempt from such withholding for taxable years
beginning before January 1, 2014, in each case to the extent the Fund properly reports such dividends to shareholders. For these
purposes, interest-related dividends and short-term capital gain dividends generally represent distributions of interest or short-term
capital gains that would not have been subject to U.S. federal withholding tax at the source if received directly by the foreign
shareholder, and that satisfy certain other requirements. A foreign shareholder whose income from the Fund is not effectively
connected with a U.S. trade or business would generally be exempt from U.S. federal income tax on capital gain dividends, any
amounts retained by the Fund that are designated as undistributed capital gains and any gains realized upon the sale or exchange of
Shares of the Fund. However, a foreign shareholder who is a nonresident alien individual and is physically present in the United States
for more than 182 days during the taxable year and meets certain other requirements will nevertheless be subject to a U.S. tax of 30% on
such capital gain dividends, undistributed capital gains and sale or exchange gains. If the income from the Fund is effectively
connected with a U.S. trade or business carried on by a foreign shareholder, then distributions of investment company taxable income,
any capital gain dividends, any amounts retained by the Fund that are designated as undistributed capital gains and any gains realized
upon the sale or exchange of Shares of the Fund will be subject to U.S. income tax at the graduated rates applicable to U.S. citizens,
residents or domestic corporations. Foreign corporate shareholders may also be subject to the branch profits tax imposed by the Code.
In the case of a non-exempt foreign shareholder, the Fund may be required to withhold from distributions that are otherwise
exempt from withholding tax (or taxable at a reduced treaty rate) unless the foreign shareholder certifies his or her foreign status under
penalties of perjury or otherwise establishes an exemption.
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The tax consequences to a foreign shareholder entitled to claim the benefits of an applicable tax treaty may differ from those
described herein. Foreign shareholders are advised to consult their own tax advisers with respect to the particular tax consequences to
them of an investment in the Fund.
Additional Withholding Requirements
Under legislation enacted in 2010 and administrative guidance, the relevant withholding agent may be required to withhold 30% of
any dividends paid after December 31, 2013 and the proceeds of a sale of Shares occurring after December 31, 2016 paid to (i) a foreign
financial institution unless such foreign financial institution agrees to verify, report and disclose certain of its U.S. accountholders and
meets certain other specified requirements or (ii) a non-financial foreign entity that is the beneficial owner of the payment unless such
entity certifies that it does not have any substantial United States owners or provides the name, address and taxpayer identification
number of each substantial United States owner and such entity meets certain other specified requirements. These requirements are
different from, and in addition to, the foreign status certification requirements described above.
Other Taxation
Fund shareholders may be subject to state, local and foreign taxes on their Fund distributions. Shareholders are advised to consult
their own tax advisers with respect to the particular tax consequences to them of an investment in the Fund.
CERTAIN ERISA CONSIDERATIONS
The following is a summary of certain considerations associated with the purchase of the Funds Shares by employee benefit plans
that are subject to Title I of the Employee Retirement Income Security Act of 1974, as amended (ERISA), plans, individual retirement
accounts (IRAs) and other arrangements that are subject to Section 4975 of the Internal Revenue Code of 1986, as amended (the
Code), and entities whose underlying assets are considered to include plan assets of any such plans, accounts or arrangements (each
referred to herein as an ERISA Plan).
General Fiduciary Matters
ERISA and the Code impose certain duties on persons who are fiduciaries of an ERISA Plan and prohibit certain transactions
involving the assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any person who
exercises any discretionary authority or control over the administration of an ERISA Plan or the management or disposition of the assets
of an ERISA Plan, or who renders investment advice for a fee or other compensation to an ERISA Plan, is generally considered to be a
fiduciary of the ERISA Plan.
In consideration of an investment in the Funds Shares of a portion of the assets of any ERISA Plan, a fiduciary should determine
whether the investment is in accordance with the documents and instruments governing the ERISA Plan and the applicable provisions of
ERISA and the Code relating to a fiduciarys duties to the ERISA Plan. In this regard, ERISA imposes certain general and specific
responsibilities on persons who are fiduciaries with respect to an ERISA Plan, including prudence, diversification, prohibited
transactions, and other standards. In determining whether a particular investment is appropriate for an ERISA Plan, Department of
Labor (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 Plans portfolio, taking into consideration whether the investment is designed reasonably to
further the ERISA Plans purposes, an examination of the risk and return factors, the portfolios 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 and
the proposed investment in the Fund, the income taxes of the investment, and the projected return of the total portfolio relative to the
ERISA Plans funding objectives. Before investing the assets of an ERISA Plan in the Fund, an ERISA Plan fiduciary should determine
whether such an investment is consistent with its fiduciary responsibilities and the foregoing regulations. If a fiduciary with respect to
any such ERISA Plan breaches his or her 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.
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Plan Asset Issues
ERISA and the regulations (the Plan Asset Regulations) promulgated under ERISA by the DOL generally provide that when an
ERISA Plan acquires an equity interest in an entity that is neither a publicly-offered security nor a security issued by an investment
company registered under the 1940 Act, the ERISA Plans assets include both the equity interest and an undivided interest in each of
the underlying assets of the entity unless it is established either that less than 25% of the total value of each class of equity interest in the
entity is held by benefit plan investors as defined in Section 3(42) of ERISA or that the entity is an operating company, as defined
in the Plan Asset Regulations. Because the Fund will be registered as an investment company under the 1940 Act, the underlying assets
of the Fund will not be considered to be plan assets of the ERISA Plans investing in the Fund for purposes of ERISAs fiduciary
responsibility and prohibited transaction rules. Thus, the Sub-Adviser will not be a fiduciary with respect to the assets of any ERISA
Plan that becomes a shareholder of the Fund, solely as a result of the ERISA Plans investment in the Fund.
An ERISA Plan proposing to invest in the Fund and any fiduciaries responsible for the ERISA Plans investments should be fully
aware of and understand the Funds investment objective, policies, and strategies, and the decision to invest plan assets in the Fund
should be made with appropriate consideration of relevant investment factors with regard to the ERISA Plan and be consistent with the
duties and responsibilities imposed upon fiduciaries with regard to their investment decisions under ERISA.
Prohibited Transaction Issues
Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan
assets with persons or entities who are parties in interest, within the meaning of ERISA, or disqualified persons, within the
meaning of Section 4975 of the Code, unless an exemption is available. A party in interest or disqualified person who engaged in a nonexempt prohibited transaction may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. In addition,
the fiduciary of the ERISA Plan that engaged in such a non-exempt prohibited transaction may be subject to penalties and liabilities
under ERISA and the Code.
Whether or not the underlying assets of the Fund were deemed to include plan assets, as described above, a prohibited
transaction within the meaning of ERISA and the Code may result if the Funds Share is acquired by an ERISA Plan to which the Fund,
LMPFA or the Sub-Adviser is a party in interest or disqualified person and such acquisition is not entitled to an applicable
exemption, of which there are many. Due to the complexity of these rules and the penalties that may be imposed upon persons involved
in non-exempt prohibited transactions, it is particularly important that fiduciaries, or other persons considering purchasing the Funds
Shares on behalf of, or with the assets of, any ERISA Plan, consult with their counsel regarding the matters described herein.
The provisions of ERISA and the Code are subject to extensive and continuing administrative and judicial interpretation and
review. The discussion contained herein is, of necessity, general and may be affected by future publication of regulations and rulings.
Potential investors should consult their legal advisers regarding the consequences under the fiduciary responsibility provisions of
ERISA and the prohibited transaction provisions of Title I of ERISA and Section 4975 of the Code of the acquisition and ownership of
Shares.
DESCRIPTION OF SHARES
The following description is based on relevant portions of the Maryland Statutory Trust Act and on our Declaration of Trust and
Bylaws. This summary is not necessarily complete, and we refer you to the Maryland Statutory Trust Act and our Declaration of Trust
and Bylaws for a more detailed description of the provisions summarized below.
Shares of Beneficial Interest
The Declaration of Trust authorizes the issuance of an unlimited number of shares of beneficial interest, par value $.00001 per
share. All shares of beneficial interest have equal rights to the payment of dividends and the
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distribution of assets upon liquidation. Shares of beneficial interest will, when issued, be fully paid and non-assessable, and will have no
pre-emptive or conversion rights or rights to cumulative voting. The Board of Trustees, without shareholder vote, can increase or
decrease the aggregate number of shares of beneficial interest outstanding and can classify and reclassify any authorized but unissued
shares.
Net asset value will be reduced immediately following the initial offering by the offering expenses.
Each outstanding share of beneficial interest entitles the holder to one vote on all matters submitted to a vote of shareholders,
including the election of Trustees. Except as provided with respect to any other class or series, the shareholders will possess the
exclusive voting power. There is no cumulative voting in the election of Trustees, which means that the holders of a majority of the
outstanding shares of beneficial interest can elect all of the Trustees then standing for election, and the holders of the remaining shares
of beneficial interest will not be able to elect any Trustees.
Pursuant to the terms of the Declaration of Trust, the Fund may, in the future, pursue its investment program through one or more
subsidiary vehicles without any action by the shareholders.
CERTAIN PROVISIONS IN THE DECLARATION OF TRUST AND BYLAWS
The following description is based on relevant portions of the Maryland Statutory Trust Act and on our Declaration of Trust and
Bylaws. This summary is not necessarily complete, and we refer you to the Maryland Statutory Trust Act and our Declaration of Trust
and Bylaws for a more detailed description of the provisions summarized below.
The Fund
The certificate of trust to establish the Fund was filed with the State Department of Assessments and Taxation of Maryland on
November 8, 2011. The Fund is a Maryland statutory trust. A Maryland statutory trust is an unincorporated business association that is
established under, and governed by, the Maryland Statutory Trust Act. Maryland law provides a statutory framework for the powers,
duties, rights and obligations of the Board and shareholders of a trust, while the more specific powers, duties, rights and obligations of
the Board and the shareholders are determined by the Board as set forth in the Funds Declaration of Trust (referred to in this section as
the Declaration). Some of the more significant provisions of the Declaration are described below.
Shareholder Voting
The Declaration provides for shareholder voting as required by the 1940 Act or other applicable laws and as described below
under the heading Election and Removal of Trustees, but otherwise permits, consistent with Maryland law, actions by the Board
without seeking the consent of shareholders. The Fund is not required to hold an annual meeting of shareholders, but the Fund will call
special meetings of shareholders whenever required by the 1940 Act or by the terms of the Declaration. The Declaration provides that
each outstanding share of beneficial interest entitles the holder to one vote on all matters submitted to a vote of shareholders, including
the election of trustees. All shareholders of record of all classes of the Fund vote together, except where required by the 1940 Act to
vote separately by class, or when the Board has determined that a matter affects only the interests of one or more classes of shares.
Election and Removal of Trustees
The Declaration provides that the Board may establish the number of trustees, and that vacancies on the Board may be filled by the
remaining trustees, except when election of trustees by the shareholders is required under the 1940 Act. Trustees are then elected by a
plurality of votes cast by shareholders at a meeting at which a quorum is present. The Declaration also provides that a mandatory
retirement age may be set by action of two-thirds of the trustees and that trustees may be removed, with or without cause, by a vote of
shareholders holding two-thirds of the voting power of the trust, or by a vote of two-thirds of the remaining trustees. The provisions of
the Declaration relating to the election and removal of trustees may not be amended without the approval of two-thirds of the trustees.
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Amendments to the Declaration
The trustees are authorized to amend the Declaration without the vote of shareholders, but no amendment may be made that
impairs the exemption from personal liability granted in the Declaration to persons who are or have been shareholders, trustees, officers
or employees of the Fund, or that limits the rights to indemnification, advancements of expenses or insurance provided in the
Declaration with respect to actions or omissions of persons entitled to indemnification, advancement of expenses or insurance under the
Declaration prior to the amendment.
Issuance of Shares
The Fund may issue an unlimited number of shares for such consideration and on such terms as the Board may determine.
Shareholders are not entitled to any appraisal, preemptive, conversion, exchange or similar rights, except as the Board may determine.
Disclosure of Shareholder Holdings
The Declaration specifically requires shareholders, upon demand, to disclose to the Fund information with respect to the direct and
indirect ownership of shares in order to comply with various laws or regulations, and the Fund may disclose such ownership if required
by law or regulation, or as the Board may otherwise decide.
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CUSTODIAN AND TRANSFER AGENT
The custodian of the assets of the Fund is The Bank of New York Mellon. The Custodian performs custodial, fund accounting and
portfolio accounting services. The Funds transfer, shareholder services and dividend paying agent is The Bank of New York Mellon.
FISCAL YEAR AND TAX YEAR
For accounting purposes, the Funds fiscal year is the 12-month period ending on March 31. The 12-month period ending
March 31st of each year will be the taxable year of the Fund.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board has selected KPMG LLP, located at 345 Park Avenue, New York, New York 10154, to serve as the independent
registered public accountants of the Fund.
LEGAL COUNSEL
Simpson Thacher & Bartlett LLP, located at 425 Lexington Avenue, New York, New York, serves as legal counsel to the Fund and
also serves as legal counsel to LMPFA and certain of its affiliates. Venable LLP, located at 750 E. Pratt Street, Baltimore, Maryland,
serves as Maryland counsel to the Fund.
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Prospectus
Permal Hedge Strategies Fund I
Institutional Shares
You should read this Prospectus, which contains important information about the Fund that you should know, before deciding whether
to invest, and retain it for future reference. A Statement of Additional Information, dated June , 2013, as it may be amended (the
SAI), containing additional information about the Fund, has been filed with the Securities and Exchange Commission (the SEC)
and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the SAI (the table of contents of
which is on page 83 of this Prospectus), annual and semi-annual reports to stockholders (when available), and additional information
about the Fund, or make shareholder inquiries, by calling (800) 822-5544, by writing to the Fund or visiting the Funds website
(http://www.permalhsf.com). The information contained in, or accessed through, the Funds website is not part of this Prospectus. You
may also obtain a copy of the SAI (and other information regarding the Fund) from the SECs Public Reference Room in Washington,
D.C. Information relating to the Public Reference Room may be obtained by calling the SEC at (202) 551-8090. Such materials, as well
as the Funds annual and semi-annual reports (when available) and other information regarding the Fund, are also available on the
SECs website (http://www.sec.gov). You may also e-mail requests for these documents to publicinfo@sec.gov or make a request in
writing to the SECs Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549-0102.
If someone makes a statement about the Fund that is not in this Prospectus, you should not rely upon that information. Neither the Fund
nor the distributor is offering to sell Shares of the Fund to any person to whom the Fund may not lawfully sell its Shares.
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Permal Hedge Strategies Fund I
Institutional Shares
You may visit the Funds website, http://www.permalhsf.com, for a free copy of a Prospectus or an Annual or Semi-Annual
Report.
Shareholder reports Additional information about the Funds investments is available in the Funds Annual and SemiAnnual Reports to shareholders. In the Funds Annual Report, you will find a discussion of the market conditions and
investment strategies that significantly affected the Funds performance during its last fiscal year.
You can make inquiries about the Fund or obtain shareholder reports (without charge) by calling the Fund at
(800) 822-5544, or by writing to the Fund.
Information about the Fund can be reviewed and copied at the Securities and Exchange Commissions (the SEC) Public
Reference Room in Washington, D.C. Information on the operation of the Public Reference Room may be obtained by
calling the SEC at 1-202-551-8090. Reports and other information about the Fund are available on the EDGAR Database
on the SECs Internet site at http://www.sec.gov. Copies of this information may be obtained for a duplicating fee by
electronic request at the following E-mail address: publicinfo@sec.gov, or by writing the SECs Public Reference Section,
Washington, D.C. 20549.
If someone makes a statement about the Fund that is not in this Prospectus, you should not rely upon that information.
Neither the Fund nor the distributor is offering to sell Shares of the Fund to any person to whom the Fund may not lawfully
sell its Shares.

(Investment Company Act
file no. 811-22628)
PRML015047 11/12
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The Securities and Exchange Commission has not approved or disapproved these securities or determined whether this Prospectus is
accurate or complete. Any statement to the contrary is a crime.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration
statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities
and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.
Subject to Completion.
Dated June 10, 2013
PROSPECTUS

Permal Hedge Strategies Fund I
Service Shares
The Fund. Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust registered under the Investment Company
Act of 1940, as amended (the 1940 Act), as a non-diversified, closed-end management investment company. The Fund is a feeder
fund in a master-feeder structure and invests substantially all of its assets in Permal Hedge Strategies Portfolio, a Maryland statutory
trust (the Master Fund). The Master Fund employs a fund-of-hedge funds investment program that provides a means for the Fund
to participate in investments in private investment vehicles, typically referred to as hedge funds (Portfolio Funds), by providing a
single portfolio of interests in underlying Portfolio Funds, which are managed by a number of third-party investment managers (the
Portfolio Managers).
Investment Objective. The Funds investment objective is to seek long-term capital appreciation while attempting to reduce risk
and volatility. In seeking to achieve its objective, the Fund, through its investment in the Master Fund, will provide its shareholders with
access through investments in the Portfolio Funds to a broad range of investment strategies with a global fixed income focus, which
may include, but are not limited to, global fixed income strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage,
fixed income arbitrage, asset-backed securities, long-only, high yield, emerging markets debt), global event-driven strategies (e.g., risk
arbitrage, distressed debt, special situations, activists) and global macro strategies (e.g., discretionary, systematic, natural resources) and,
to a lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce investment returns that have lower risk than traditional
long-only investments and over time produce above-market returns. The combination of various Portfolio Funds that utilize alternative
investment strategies and that are typically less correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to the general market than traditional long-only funds investing
in the same market.
The Funds shares of beneficial interest, par value $.00001 per share (the Shares or the Service Shares), are subject to
substantial restrictions on transferability and resale and may not be transferred or resold except as permitted under the Funds
Declaration of Trust and Bylaws, the Securities Act of 1933, as amended (the 1933 Act), and applicable state securities laws, pursuant
to registration or exemption from these provisions. To provide a limited degree of liquidity to investors, the Fund expects periodically to
offer to repurchase Shares pursuant to written tenders by investors. Repurchases will be made at such times, in such amounts, and on
such terms as may be determined by the Board of Trustees of the Fund, in its sole discretion. However, investors do not have the right to
require the Fund to repurchase any or all of their Shares, and Shares are not redeemable.
(continued on next page)

Investing in the Funds Shares (as defined below) involves a high degree of risk. You could lose some or all of your
investment. An investment in the Fund is illiquid and should be considered speculative. An investment in the Fund entails
unique risks because the Portfolio Funds in which the Master Fund invests are private entities with limited regulatory oversight
and disclosure obligations. See Risk Factors beginning on page 41 of this Prospectus, and especially Risk FactorsRisks
Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund beginning on page 41 of this
Prospectus.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined whether this Prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.
Prospectus dated

, 2013
(notes continued on next page)
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(notes continued from previous page)

Per Service Share(1)

Price to

Proceeds to the

Public

Fund(2)

At Current
NAV

Amount
Invested at
Current NAV

Total (3)
(1)
(2)
(3)

The Service Shares are offered continuously at a price equal to the then current net asset value (NAV) per share which will
vary. The Service Shares are not subject to a sales load.
These estimated proceeds assume the sale of all Service Shares registered under this registration statement.
Total proceeds to the Fund assumes the sale of all Shares registered under this Registration Statement.
(continued from previous page)

The Fund may offer multiple classes of Shares. This Prospectus applies only to the offering of Service Shares (the Service
Shares) of beneficial interest, par value $.00001 per share. This Prospectus concisely provides information that you should know about
the Fund before investing. You are advised to read this Prospectus carefully and to retain it for future reference.
The Sub-Adviser (as defined below) will not invest more than 20% of the Master Funds managed assets (measured at the time of
investment) in any one Portfolio Fund. Managed assets means net assets plus the principal amount of any borrowings and assets
attributable to any preferred shares that may be outstanding. There is no minimum or maximum number of Portfolio Funds in which the
Master Fund may invest. The Fund, through its investment in the Master Fund, may invest in various Portfolio Fund structures including
limited partnerships, limited liability companies, offshore corporations, joint ventures and other investment vehicles. The Portfolio
Funds may employ any investment strategy or technique and may invest in securities of issuers in any region or country. The Fund
cannot guarantee that its investment objective will be achieved or that its portfolio design and risk monitoring strategies will be
successful. See Risk Factors.
Legg Mason Investor Services, LLC (LMIS), an affiliate of Legg Mason Partners Fund Advisor, LLC (LMPFA) and the SubAdviser, acts as principal underwriter and distributor for the Funds Shares and serves in that capacity on a best efforts basis, subject to
various conditions. The principal business address of LMIS is 100 International Drive, Baltimore, Maryland 21202. Additional dealers
or other financial intermediaries may be appointed by LMIS (each, a Dealer). LMPFA, a Delaware limited liability company, serves
as the Funds and the Master Funds investment manager. Permal Asset Management LLC (the Sub-Adviser), a Delaware limited
liability company and affiliate of LMPFA, serves as the Funds and the Master Funds investment sub-adviser.
Only Service Shares are offered through this Prospectus. Service Shares will be sold only to investors qualifying as Eligible
Investors as described in this Prospectus. Eligible Investors must meet the definition of accredited investor as defined in Regulation
D under the Securities Act of 1933, as amended (the 1933 Act).
The Fund intends to accept initial and additional purchases of Service Shares from Eligible Investors that are Clients of Eligible
Financial Intermediaries and retirement plan programs. Service Shares have a minimum initial investment of $25,000 and a minimum
additional investment of $10,000. Service Shares are sold at net asset value with no sales charge. Service Agents receive an annual
shareholder services fee of up to 0.25% of the average daily net assets represented by Service Shares serviced by them.
Clients of Eligible Financial Intermediaries are Eligible Investors who invest in the Fund through financial intermediaries that
(i) charge such investors an ongoing fee for advisory, investment, consulting or similar services, or (ii) have entered into an agreement
with the distributor to offer Service Shares through a no-load network or platform (Eligible Investment Programs). Such investors
may include pension and profit sharing
ii

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

plans, other employee benefit trusts, endowments, foundations and corporations. Eligible Investment Programs may also include college
savings vehicles such as Section 529 plans and direct retail investment platforms through mutual fund supermarkets, where the
sponsor links its clients account (including IRA accounts on such platforms) to a master account in the sponsors name.
Service Shares are available for purchase through dealers or other financial intermediaries. A financial intermediary may impose
different investment minimums.
There is no public market for the Funds Shares and none is expected to develop. The Fund will not list its Shares on a
stock exchange or similar market. With very limited exceptions, Shares are not transferable, and liquidity for investments in
Shares may be provided only through periodic repurchase offers by the Fund. If a shareholder attempts to transfer Shares in
violation of the Funds transfer restrictions, the transfer will not be permitted and will be void. An investment in the Fund is
therefore suitable only for investors who can bear the risks associated with the limited liquidity of the Shares and should be
viewed as a long-term investment. An investment in the Funds Shares is not suitable for investors that require liquidity.
Before making an investment decision, an investor and/or his/her adviser should consider factors such as personal net
worth, income, age, risk tolerance, and liquidity needs. Short-term investors and investors who cannot bear the loss of some or
all of their investment or risks associated with limited liquidity should not invest in the Fund. See Risk FactorsRisks Related
to an Investment in the FundLimited Liquidity on page 41 of this Prospectus.
You should read this Prospectus, which contains important information about the Fund that you should know, before deciding
whether to invest, and retain it for future reference. A Statement of Additional Information, dated June , 2013, as it may be amended
(the SAI), containing additional information about the Fund, has been filed with the Securities and Exchange Commission (the
SEC) and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the SAI (the table of
contents of which is on page 87 of this Prospectus), annual and semi-annual reports to stockholders (when available), and additional
information about the Fund by calling (800) 822-5544, by writing to the Fund or visiting the Funds website
(http://www.permalhsf.com). The information contained in, or accessed through, the Funds website is not part of this Prospectus. You
may also obtain a copy of the SAI (and other information regarding the Fund) from the SECs Public Reference Room in Washington,
D.C. Information relating to the Public Reference Room may be obtained by calling the SEC at (202) 551-8090. Such materials, as well
as the Funds annual and semi-annual reports (when available) and other information regarding the Fund, are also available on the
SECs website (http://www.sec.gov). You may also e-mail requests for these documents to publicinfo@sec.gov or make a request in
writing to the SECs Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549-0102.
The Funds Shares do not represent a deposit or obligation of, and are not guaranteed or endorsed by, any bank or other insured
depository institution, and are not federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board or any
other governmental agency.
PRIVACY POLICY STATEMENT
The Fund, LMPFA and the Sub-Adviser collect non-public personal information about investors from information received on
subscription documents and other forms and information required in connection with a subscription for Shares and information
concerning shareholders transactions with the Fund. The Fund, LMPFA and the Sub-Adviser will not disclose any non-public personal
information relating to current or former investors except in connection with the administration, processing and servicing of repurchases
and subscriptions or to the Funds accountants and attorneys, in each such case subject to customary undertakings of confidentiality.
The Fund, LMPFA and the Sub-Adviser restrict access to non-public personal information relating to investors to personnel of the Fund,
LMPFA and the Sub-Adviser and other personnel who need to know that information in connection with the operation of the Fund. The
Fund maintains physical, electronic and procedural controls in keeping with U.S. federal standards to safeguard the Funds non-public
personal information relating to investors.
iii
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PROSPECTUS SUMMARY
This is only a summary. This summary does not contain all of the information that you should consider before investing in the
Funds Service Shares. You should review the more detailed information contained elsewhere in this Prospectus, especially the
information under the heading Risk Factors.

The Fund

Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust
registered under the Investment Company Act of 1940, as amended (the 1940
Act), as a non-diversified, closed-end management investment company. The
Fund is a feeder fund in a master-feeder structure and invests substantially
all of its investable assets in the Master Fund (as defined below).

The Master Fund

Permal Hedge Strategies Portfolio (the Master Fund) is a recently formed
statutory trust under the laws of the State of Maryland and is registered under the
1940 Act as a closed-end, non-diversified management investment company. The
Master Fund is a master fund in a master-feeder structure. The Master Fund
has the same investment objective as the Fund. The Master Fund employs a
fund-of-hedge funds investment program that provides a means for the Fund to
participate in investments in private investment vehicles, typically referred to as
hedge funds (Portfolio Funds), by providing a single portfolio of interests in
underlying Portfolio Funds, which are managed by a number of third-party
investment managers (the Portfolio Managers). Assets of the Master Fund are
actively managed.

The Offering

The Fund is offering its shares of beneficial interest on a continuous basis through
Legg Mason Investor Services, LLC (LMIS). The Funds shares of beneficial
interest, par value $.00001 per share, are referred to herein as the Shares or the
Service Shares. The Service Shares offered hereby are offered at the net asset
value per share of the Service Shares. Service Shares will be sold only to
investors qualifying as Eligible Investors as described in this Prospectus.

Eligible Investors

The Fund will only sell Service Shares to prospective investors who meet the
definition of accredited investor as defined in Regulation D under the 1933
Act. Investors meeting these requirements are referred to in this Prospectus as
Eligible Investors. Investors who are accredited investors as defined in
Regulation D are generally persons having an individual income in excess of
$200,000 in each of the two most recent years or joint income with that persons
spouse in excess of $300,000 in each of those years and having a reasonable
expectation of reaching the same income level in the current year; individuals
having a net worth (or joint net worth with his or her spouse) of at least $1
million, excluding the value of such individuals primary residence; entities
having total assets of at least $5 million or entities all of whose beneficial owners
are themselves accredited investors. Existing shareholders purchasing additional
Service Shares must be Eligible Investors at the time of each additional
subscription.
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Each prospective investor is required to certify as to such investors qualification
as an Eligible Investor. See Eligible Investors and Appendix CForm of
Investor Certification.
The Fund intends to accept initial and additional purchases of Service Shares
from Eligible Investors that are Clients of Eligible Financial Intermediaries and
retirement plan programs. Service Shares have a minimum initial investment of
$25,000 and a minimum additional investment of $10,000. Service Shares are
sold at net asset value with no sales charge. Service Agents receive an annual
shareholder services fee of up to 0.25% of the average daily net assets represented
by Service Shares serviced by them.
Clients of Eligible Financial Intermediaries are Eligible Investors who invest in
the Fund through financial intermediaries that (i) charge such investors an
ongoing fee for advisory, investment, consulting or similar services, or (ii) have
entered into an agreement with the distributor to offer Service Shares through a
no-load network or platform (Eligible Investment Programs). Such investors
may include pension and profit sharing plans, other employee benefit trusts,
endowments, foundations and corporations. Eligible Investment Programs may
also include college savings vehicles such as Section 529 plans and direct retail
investment platforms through mutual fund supermarkets, where the sponsor
links its clients account (including IRA accounts on such platforms) to a master
account in the sponsors name.
Service Shares are available for purchase through dealers or other financial
intermediaries. A financial intermediary may impose different investment
minimums.

Investment Objective

The Funds investment objective is to seek long-term capital appreciation while
attempting to reduce risk and volatility. There is no assurance that the Fund
will achieve its investment objective.

Investment Strategies

In seeking to achieve its objective, the Fund, through its investment in the Master
Fund, will provide its shareholders with access through investments in the
Portfolio Funds to a broad range of investment strategies with a global fixed
income focus, which may include, but are not limited to, global fixed income
strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage,
fixed income arbitrage, asset-backed securities, long-only, high yield, emerging
markets debt), global event-driven strategies (e.g., risk arbitrage, distressed debt,
special situations, activists) and global macro strategies (e.g., discretionary,
systematic, natural resources) and, to a lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce
investment returns that have lower risk than traditional long-only investments and
over time produce above-market returns.
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The combination of various Portfolio Funds that utilize alternative investment
strategies and that are typically less correlated to the market than traditional longonly funds is expected to produce a portfolio that is less volatile than the general
market and less correlated to such market than traditional long-only funds
investing in the same market. The Portfolio Funds may employ any investment
strategy or technique and may invest in securities of any region or country.

Portfolio Fund Structure

Portfolio Funds are investment funds, typically organized as limited partnerships
or limited liability companies, that are not generally required to register under the
Investment Company Act of 1940, as amended (the 1940 Act), because they do
not publicly offer their securities and are restricted as to either the number of
investors permitted to invest in the fund or as to the qualifications of persons
eligible to invest (determined with respect to the value of investment assets held)
in the fund. The Fund, through its investment in the Master Fund, will typically
invest in Portfolio Funds that are exempt from registration pursuant to
Section 3(c)(7) of the 1940 Act, and thus require their investors to be qualified
purchasers. A qualified purchaser generally is an individual with at least $5
million in investment assets or an entity with at least $25 million in investment
assets. These types of investment funds are commonly known as hedge funds. A
hedge fund is an investment structure for a private investment pool which may
invest in a wide range of securities using a variety of investment strategies.

Portfolio Fund Strategy

Portfolio Funds typically have wide latitude to pursue investment programs
designed to produce positive returns.
The typical Portfolio Fund has greater investment flexibility than investment
funds registered under the 1940 Act (such as mutual funds and most other
registered investment companies) as to the types of securities owned, the types of
trading strategies employed, and in many cases, the amount of leverage it may
use. For example, Portfolio Funds may invest in stocks, bonds, currencies,
commodities and their derivatives, and a variety of other types of securities; and
they may take long, short, spread, option or other types of positions in any of
these securities. Hence Portfolio Funds may be able to provide risk and return
characteristics that cannot be duplicated by registered investment companies such
as mutual funds, which have limits on the investment strategies they may employ.
Portfolio Managers may invest and trade in a wide range of instruments and
markets, including, but not limited to, fixed income and other debt-related
instruments (such as interest rate swaps or futures), currencies, financial futures,
commodities and U.S. and non-U.S. equities and equity-related instruments (such
as warrants, options and equity futures). In connection with their investment
programs, Portfolio Managers will make use of a variety of
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sophisticated investment techniques that often involve, among other things,
leveraging (borrowing money for investment purposes), short sales of securities,
hedging and arbitrage techniques and transactions in derivative securities and
other financial instruments such as stock options, index options, futures contracts,
and options on futures. Portfolio Managers use of these techniques will be an
integral part of their investment programs, and involves significant risks to the
Fund, as an investor in the Master Fund. There is no limit on the exposure to
derivative instruments an individual Portfolio Fund may undertake.

Investment Categories

The Fund, through its investment in the Master Fund, will invest primarily in
Portfolio Funds that are managed by Portfolio Managers that employ a variety of
alternative investment strategies that individually offer the potential for attractive
investment returns. By investing in Portfolio Funds that employ a variety of
investment strategies, the Sub-Adviser will attempt to limit the Master Funds
overall investment exposure to any one general trend in fixed income and other
markets that could impair the Funds ability, through its investment in the Master
Fund, to achieve its investment objective.
The Sub-Adviser anticipates that the investment programs of the Portfolio
Managers will fall within one of the following broad categories of alternative
investment strategies traditionally employed by Portfolio Funds:
 Global fixed income strategies, such as U.S. and non-U.S. fixed income hedge,
convertible arbitrage, fixed income arbitrage, asset-backed securities, longonly, high yield, emerging markets debt;
 Global event-driven strategies, such as risk arbitrage, distressed debt, special
situations, activists; and
 Global macro, such as discretionary, systematic and natural resources
strategies.
The Sub-Adviser actively manages the Master Funds allocation of Portfolio
Fund investments between Portfolio Funds that employ credit related strategies
(e.g., global fixed income strategies) and non-credit related strategies (e.g., global
event-driven and global macro strategies) based on the Sub-Advisers market
outlook.
It is anticipated that under normal circumstances the Master Fund generally will
allocate assets among approximately 20 to 40 Portfolio Funds. However, assets
may be allocated to more than 40 or less than 20 Portfolio Funds at the discretion
of the Sub-Adviser due to market conditions or the need for liquidity related to
periodic repurchases of Shares, among other factors.
The Master Fund is not limited with respect to the types of investment strategies
that Portfolio Managers may employ or the markets or

4

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

instruments in which they invest. The types of investment strategies and
instruments which the Portfolio Managers may employ and their respective risks
are discussed under Risk Factors and Investment Strategy and Process. The
Master Funds structure and its investment approach are intended to provide
investors several advantages over direct investments in private investment funds,
including: the ability to invest in a professionally constructed and managed
investment portfolio of private investment funds; access to a diverse group of
Portfolio Managers that utilize varying investment styles and strategies; and
reduced risk exposure that comes from investing with multiple Portfolio
Managers that have exhibited low volatility of investment returns and low
correlation to one another.
Most Portfolio Funds will invest primarily in marketable instruments, although
certain Portfolio Funds may also invest in privately placed securities and other
investments that are illiquid. Interests in the Portfolio Funds themselves will not
be marketable. Shareholders should consider the Master Funds investments in
Portfolio Funds to be illiquid.
Portfolio Managers are generally not limited as to the markets (either by location
or type) in which they may invest or the investment discipline that they may
employ. Portfolio Funds in which the Fund, through its investment in the Master
Fund, will invest may include private investment limited partnerships, limited
liability companies, joint ventures, other investment companies and similar
entities managed by Portfolio Managers.
To the extent permitted by applicable regulations and except as expressly
provided in this Prospectus, neither the name of the Fund nor any aspect of the
Funds investment program is a fundamental investment policy of the Fund, and
each can be changed by the Funds Board of Trustees without shareholder
approval. In the event of such a change, shareholders would receive notice.
Although the Master Fund is not required to maintain exposure to any particular
strategy, the Sub-Adviser anticipates that the Master Fund will typically gain
exposure, through its investment in Portfolio Funds, to a number of common
alternative investment strategies across markets and risk profiles. The Master
Fund anticipates that its potential losses from an investment in a Portfolio Fund
will generally be limited to the Master Funds investment in the Portfolio Fund
(plus any appreciation thereon), subject to any indemnification provisions. See
Risk FactorsRisks Related to the Investment Activities of Portfolio Funds, the
Fund and the Master FundIndemnification of Portfolio Funds. The Sub-Adviser
will not invest more than 20% of the Master Funds managed assets (measured at
the time of investment) in any one Portfolio Fund. Managed assets means net
assets plus the principal amount of any borrowings and assets attributable to any
preferred shares that may be outstanding. There is
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no minimum or maximum number of Portfolio Funds in which the Master Fund
may invest.
Portfolio Funds, however, are not limited with respect to the types of investment
strategies, including the investment strategies described above, that they may
employ or the markets (including non-U.S. markets) or types of instruments in
which they may invest.
In general, interests in the Portfolio Funds are not freely tradable and/or have
substantial transfer restrictions. In addition, the Portfolio Funds have no active
trading market and generally have limited rights as to redemption or withdrawal.
See Risk FactorsRisks Related to the Investment Activities of Portfolio Funds,
the Fund and the Master FundIlliquidity of Investments in Portfolio Funds.
To the extent that the Master Funds assets are not fully invested in Portfolio
Funds or are not used to reduce the overall level of borrowing, the Master Fund
intends to invest such assets in high quality fixed-income securities, money
market instruments, and money market mutual funds, or hold cash or cash
equivalents. Money market instruments are high quality, short-term fixed-income
obligations, which generally have remaining maturities of one year or less, and
may include U.S. Government Securities, commercial paper, certificates of
deposit and bankers' acceptances issued by domestic branches of United States
banks that are members of the Federal Deposit Insurance Corporation, and
repurchase agreements.
Although the assets of the Fund generally will consist only of securities issued by
the Master Fund and cash, the Fund may also invest directly in government
securities and cash. See Investment Strategy and Process.

Portfolio Fund Expenses

Investors in Portfolio Funds, such as the Master Fund, accrue significant fees and
expenses in connection with such investments. The Master Fund will normally
pay the Portfolio Funds in which it invests a management fee on a monthly or
quarterly basis, calculated based on the value of the Master Funds investment.
Portfolio Funds may also charge incentive or performance allocations or fees,
which usually entail a fixed percentage of profits. During the course of an
investment in a Portfolio Fund investors bear ongoing operating and
administrative expenses, including the cost of third-party service providers.
Investors in Portfolio Funds may incur additional fees in connection with the
redemption or withdrawal of Portfolio Fund interests. These expenses, fees, and
allocations are in addition to those incurred directly by the Fund and indirectly by
the Fund as an investor in the Master Fund. Fixed fees payable to Portfolio
Managers of the Portfolio Funds will generally range from 1% to 3% (annualized)
of the value of the Master Funds investment, and incentive allocations or fees
will generally range from 15% to 25% of a Portfolio Funds net profits or
performance. Investors could avoid
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the additional level of fees and expenses of the Fund by investing directly with
the Portfolio Funds, although access to many Portfolio Funds may be limited or
unavailable.

Portfolio Fund Selection Process

The Sub-Adviser decides how many Portfolio Funds the Master Fund will invest
with and allocates assets to Portfolio Funds based upon, among other things,
quantitative and qualitative techniques and risk management guidelines. Such
quantitative and qualitative factors may include, but are not limited to, the general
type of strategy employed; risk control policies and history; duration and speed of
recovery from drawdowns (losses); depth of experience; organizational
infrastructure; fee levels; reputation in the industry; ability to perform in up and
down markets; and enhanced returns and/or lower volatility. The Fund and the
Master Fund are both non-diversified under the 1940 Act and may thus
concentrate their respective assets in fewer issuers than a fund that is organized as
a diversified fund under the 1940 Act.
The Sub-Adviser may emphasize certain strategies that the Sub-Adviser believes
are more likely to be profitable than others due to its assessment of prevailing
market conditions. The Sub-Adviser may seek to diversify the Master Funds
investments in Portfolio Funds by Portfolio Manager strategy, geographic region
and sector and asset classes, among other factors. Based upon the number of
available Portfolio Managers pursuing an investment strategy and the SubAdvisers view of the investment potential and benefits of such strategy, certain
of the Portfolio Funds selected by the Sub-Adviser may be allocated substantially
larger portions of the Master Funds assets than other Portfolio Funds. The SubAdviser will conduct periodic reviews of each Portfolio Funds performance and
make allocations and reallocations of Master Fund assets based upon an ongoing
evaluation of investment performance, changes in the investment strategies or
capabilities of Portfolio Funds and changes in market conditions within the
framework of the Master Funds ability to withdraw assets from the Portfolio
Funds.
Portfolio construction reflects both a top-down and bottom-up approach. The
bottom-up process includes idea generation, due diligence and portfolio
monitoring with respect to Portfolio Managers and Portfolio Funds. While
Portfolio Manager selection is primarily a bottom-up approach, the Sub-Adviser
establishes a top-down macroeconomic view that forms the basis for setting target
allocations for each major strategy and region.
The Fund, through its investment in the Master Fund, will rely on the SubAdvisers ability to select appropriate investment strategies and to select and
monitor Portfolio Managers to implement such strategies. Because the SubAdviser generally will not trade the Master Funds assets itself (other than in
allocating assets to Portfolio Funds), prospective investors should consider that
their return will be
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largely dependent on the ability of the Sub-Adviser to select Portfolio Managers
who perform well over time for the Master Fund.
The Sub-Adviser anticipates that the number and identity of Portfolio Funds will
vary over time, at the Sub-Advisers discretion, as a result of allocations and
reallocations among existing and new Portfolio Funds and the performance of
each Portfolio Fund as compared to the performance of the other Portfolio Funds.
The Sub-Adviser may select new Portfolio Funds, or redeem or withdraw from
Portfolio Funds, subject to redemption or withdrawal limitations set forth by the
Portfolio Funds, at any time without prior notice to, or the consent of,
shareholders in the Master Fund or the Fund. There is no minimum or maximum
number of Portfolio Funds in which the Master Fund must be invested.

Investment Limitations of the Master Fund

The Fund invests substantially all of its assets in the Master Fund. The SubAdviser will not invest more than 20% of the Master Funds managed assets
(measured at the time of investment) in any one Portfolio Fund. In addition, the
Master Fund will at all times limit its investment position in any one Portfolio
Fund to less than 5% of the Portfolio Funds outstanding voting securities, absent
an SEC order (or assurances from the SEC staff) under which the Master Funds
contribution and withdrawal of capital from a Portfolio Fund in which it holds 5%
or more of the outstanding voting securities will not be subject to various 1940
Act prohibitions on affiliated transactions. The prohibitions on affiliate
transactions imposed by the 1940 Act are intended to prevent over-reaching of a
registered investment company by an affiliate. However, to permit the investment
of more of its assets in Portfolio Funds that do not have many investors but are
deemed attractive by the Sub-Adviser, the Master Fund may purchase non-voting
securities (securities from a class of shares with no voting rights) of Portfolio
Funds, subject to a limitation that the Master Fund will not purchase voting and
non-voting interests in a Portfolio Fund that in the aggregate represent 25% or
more of the Portfolio Funds outstanding equity.
The Master Fund may elect to hold non-voting securities in Portfolio Funds or
waive the right to vote in respect of a Portfolio Fund. In such cases, the Master
Fund will not be able to vote on matters that require the approval of the
shareholders of the Portfolio Fund, including matters adverse to the Master
Funds interests. The Master Fund does not intend to acquire a sufficient
percentage of the economic interests in any Portfolio Fund to cause the Master
Fund to control any Portfolio Fund. Applicable securities rules and interpretations
may limit the percentage of voting or non-voting securities of any Portfolio Fund
that may be held by the Master Fund.
As a general matter, the Portfolio Funds in which the Fund, through its
investment in the Master Fund, will invest, unlike public
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companies, typically do not provide their shareholders with an ability to vote
(except under quite limited circumstances). The Master Funds practices
regarding investment in non-voting securities or waivers of voting rights are,
therefore, not expected to adversely affect the Master Funds operations.
Nonetheless, it is possible these practices will prevent the Master Fund from
participating in voting on a particular issue to the maximum extent available to
other shareholders. When deciding to forego or waive voting rights, the SubAdviser considers the interests of the Fund and the Master Fund. The Master
Fund has not established specific written procedures relating to this process.

Indemnification

Investors in Portfolio Funds, such as the Master Fund, indemnify Portfolio Funds
both directly and indirectly in connection with their investments. Investors in a
Portfolio Fund indemnify the Portfolio Fund directly for breaches of the
representations and warranties they make in the subscription agreement
governing the terms of their investment in a Portfolio Fund. Portfolio Fund
general partners, Portfolio Managers, directors, their affiliates and their respective
owners, employees, officers and agents (Covered Persons), will generally not
be liable to the Portfolio Fund or any investor in a Portfolio Fund for any act or
omission taken, suffered or made by such Covered Person, except for certain
specified conduct, which generally includes acts exhibiting bad faith, gross
negligence or willful misfeasance (Disabling Conduct). Portfolio Funds will
generally indemnify each Covered Person against all claims, damages, liabilities,
costs and expenses, including legal fees, to which such Covered Person may be or
become subject relating to or arising out of the activities of a Portfolio Fund, or
otherwise relating to or arising out of the Portfolio Funds organizational
documents that took place during the time such Covered Person was a director,
officer, partner, member, manager, employee or shareholder of the Portfolio Fund,
except to the extent that such claims, damages, liabilities, costs or expenses
resulted from such persons own Disabling Conduct. The investors in a Portfolio
Fund ultimately bear the cost of such indemnification.
In general, an investor in a Portfolio Fund is directly liable to the Portfolio Fund
for amounts owed pursuant to indemnification obligations in a subscription
agreement. The potential liability pursuant to such indemnification may exceed
an investors investment in a Portfolio Fund. For other matters, an investor in a
Portfolio Fund, such as the Master Fund, solely by reason of being an investor in
a Portfolio Fund, is liable for debts and obligations of the Portfolio Fund only to
the extent of its interest in the Portfolio Fund, its obligation to return funds
wrongfully distributed to it and its obligation to make payments pursuant to the
next sentence. In order to meet a particular debt or obligation, an investor or
former investor may be required to make additional contributions or payments up
to, but in no event in excess of, the aggregate amount of returns of
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capital and other amounts actually received by it from the Portfolio Fund during
or after the fiscal year to which such debt or obligation is attributable; provided,
that any such additional contributions will generally be made by such investors or
former investors, as applicable, on a pro rata basis. See Risk FactorsRisks
Related to the Investment Activities of Portfolio Funds, the Fund and the Master
FundIndemnification of Portfolio Funds.

Leverage

Subject to limitations imposed by the 1940 Act, the Fund and Master Fund (as
applicable) may borrow money from time to time. The Fund and Master Fund (as
applicable) currently intend (including during their first year of operations) to
limit borrowings to those made (i) on a short-term basis and (ii) for the purpose of
(a) repurchasing shares of the Fund/Master Fund in the event that the Fund/
Master Fund has no available cash or immediately available liquid investments,
(b) paying fees and expenses, (c) making any investments in Portfolio Funds prior
to the availability of cash or immediately available liquid investments (i.e., bridge
financing for portfolio management purposes and not to leverage investments)
and/or (d) meeting distribution requirements for eligibility of the Fund/Master
Fund to be treated as a regulated investment company that would otherwise result
in the liquidation of investments. Although LMPFA does not generally intend to
operate the Master Fund on a leveraged basis (including during its first year of
operations), under some circumstances the Master Fund could be leveraged for an
extended period of time.
Many Portfolio Funds in which the Master Fund will invest utilize leveraging
and/or hedging techniques. The use of leveraging techniques, which may include
borrowing on margin by the Portfolio Funds, may increase the volatility of the
value of the Master Funds investments in Portfolio Funds and, in turn, the
Funds Shares. The use of hedging techniques by the Portfolio Managers, which
may include the use of short sales, may reduce the potential loss resulting from a
general market decline, but may also restrain maximum capital growth in times of
a general market rise. See Risk FactorsRisks Related to an Investment in the
FundUse of Leverage.

Distributions

The Fund intends to distribute net investment income and capital gains annually,
although it reserves the right to distribute less than all of such income and gains
and pay any corresponding excise tax and corporate income tax, provided that the
Fund maintains its eligibility to be taxed as a regulated investment company.
Unless you elect to receive distributions in cash (i.e., opt out), all of your
distributions, including any capital gains distributions on your Service Shares,
will be automatically reinvested in additional Service Shares under the Funds
Dividend Reinvestment Plan. See Distributions and Dividend Reinvestment
Plan.

Manager

Legg Mason Partners Fund Advisor, LLC (LMPFA) is the Funds and the
Master Funds investment manager. LMPFA, a wholly-owned
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subsidiary of Legg Mason Inc. (Legg Mason), is a registered investment
adviser with offices at 620 Eighth Avenue, New York, New York 10018 and is
responsible for administrative and management services to the Fund. As of
March 31, 2013, LMPFAs total assets under management were approximately
$214.7 billion. Legg Mason is a global asset management firm. As of March 31,
2013, Legg Masons asset management operation had aggregate assets under
management of approximately $664.6 billion. LMPFA has limited experience
managing a registered fund of hedge funds.
In consideration of the advisory and other services provided by LMPFA to the
Master Fund pursuant to a management agreement, the Master Fund will pay
LMPFA an annual fee, payable monthly in an amount up to 1.10% of the Master
Funds average monthly managed assets.
The management fee and related terms of the Funds management agreement
with LMPFA are substantially the same as the terms of the Master Funds
management agreement with LMPFA, except that pursuant to the Funds
management agreement, no management fee is payable by the Fund so long as the
Fund invests all of its assets in the Master Fund. The Funds shareholders bear an
indirect share of the management fee payable by the Master Fund to LMPFA
through the Funds investment in the Master Fund.
The Master Fund pays a management fee to LMPFA (which in turn pays a portion
of such fee to the Sub-Adviser) based on a percentage of the Funds Managed
Assets. LMPFA will base its decision regarding whether and how much leverage
to use for the Master Fund on its assessment of whether such use of leverage will
advance the Master Funds investment objective. A decision to increase the
Master Funds leverage, however will have the effect, all other things being
equal, of increasing Managed Assets and therefore LMPFAs and the SubAdvisers fees. Consequently, LMPFA and the Sub-Adviser may have a conflict
of interest in determining whether to increase the Master Funds use of leverage.
LMPFA will seek to manage that potential conflict by only increasing the Master
Funds use of leverage when it determines that such increase is consistent with
the Master Funds investment objective, and by periodically reviewing the
Master Funds performance and use of leverage with the Master Funds Board of
Trustees. If a management fee is paid by the Fund in the future, a similar conflict
of interest will exist between the Fund, on the one hand, and LMPFA and the
Sub-Adviser, on the other.

Sub-Adviser

Permal Asset Management LLC (the Sub-Adviser), a limited liability company
formed under the laws of the State of Delaware, is the sub-adviser of the Fund
and the Master Fund. The Sub-Adviser, with offices at 900 Third Avenue, New
York, NY 10022, is registered
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with the SEC as an investment adviser under the Investment Advisers Act of
1940, as amended (the Advisers Act). Subject to the oversight of LMPFA and
the Board of Trustees, the Sub-Adviser provides day-to-day portfolio
management with respect to the Funds and the Master Funds assets.
The Sub-Adviser is a member of the Permal Group and is owned indirectly by
Permal Group Ltd., a holding company of an international financial group of
companies. Permal Group Ltd. is a subsidiary of Legg Mason. The Permal Group
is one of the largest fund-of-funds investment firms in the world with
approximately $23.5 billion in assets under management at March 31, 2013. The
Sub-Adviser had approximately $15.3 billion in assets under management at
March 31, 2013.
In addition to the Fund and the other funds in this master-feeder structure, the
Sub-Adviser currently manages one U.S. registered open-end fund of funds. The
Sub-Adviser has approximately 40 years of experience in managing funds of
hedge funds that are not registered as investment companies under U.S. law
(although some are registered under the regulatory framework of foreign
jurisdictions, such as the Undertaking For Collective Investment in Transferable
Securities (UCITS)).
LMPFA, and not the Master Fund, will pay an amount equal to 1.00% of the
Master Funds average monthly managed assets to the Sub-Adviser for the
investment advisory and day-to-day portfolio management services it provides to
the Master Fund.
In addition, LMPFA, and not the Fund, will pay an amount equal to 1.00% of the
Funds average monthly managed assets to the Sub-Adviser for the investment
advisory and day-to-day portfolio management services it provides to the Fund,
except that no management fee is payable by LMPFA so long as the Fund invests
all of its assets in the Master Fund.

Service Provider

The Bank of New York Mellon has been appointed by the Fund and the Master
Fund to provide certain record-keeping, accounting, financial and related
reporting, investor-related and anti-money laundering services to the Fund and the
Master Fund (in such capacity, the Service Provider). Fees payable to the
Service Provider for these services, and reimbursement for the Service Providers
out-of-pocket expenses, are paid by the Fund or the Master Fund, as applicable.
See Services.

Distributor; Dealers

Legg Mason Investor Services, LLC (LMIS) is the principal underwriter and
distributor of the Shares and serves in that capacity on a best-efforts basis, subject
to various conditions. Additional dealers or other financial intermediaries may be
appointed by LMIS (each, a Dealer). The Service Shares are not subject to a
sales load.
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Pursuant to the terms of the Shareholder Services and Distribution Plan (the
Shareholder Plan), the Fund pays LMIS an annual fee, payable monthly, of
0.25% of average monthly net assets, for shareholder services (the Shareholder
Services Fee) provided by LMIS to Service shareholders. LMIS will generally
pay substantially all of these ongoing fees to Dealers, except with respect to
Service Shares sold by LMIS.
Dealers may charge a separate fee for their services in conjunction with an
investment in the Fund and/or maintenance of investor accounts. Such a fee will
be in addition to any fees charged or paid by the Fund and will reduce the amount
of an investors investment in the Fund. The payment of any such fees, and their
impact on a particular investors investment returns, would not be reflected in the
returns of the Fund. Investors should direct any questions regarding such fees to
the relevant Dealer. See Purchases of Shares.
The services of LMIS and Dealers differ from those offered by the Sub-Adviser
and the Service Provider. The Sub-Adviser provides day-to-day portfolio
management with respect to the Funds and the Master Funds assets. The
Service Provider provides accounting, investor and transfer agency services to the
Fund, and also assists the Fund with its operational needs. LMIS and Dealers
provide both distribution services (i.e., selling Service Shares of the Fund) and
investor servicing (i.e., direct personal assistance to Service shareholders).

Expenses

LMPFA provides, or arranges at its expense for the provision of, certain
management and administrative services to the Fund and the Master Fund.
Among those services are: providing office space and other support services;
maintaining and preserving certain records; preparing and filing various materials
with state and U.S. federal regulators; providing legal and regulatory advice in
connection with management and administrative services; and reviewing and
arranging for payment of the Funds and the Master Funds expenses.
Fund Expenses. The Fund bears its own operating expenses (including, without
limitation, its organization and offering expenses), which therefore will be borne
by the Funds shareholders. Expenses borne by the Fund include, without
limitation, organizational and offering expenses; ongoing offering expenses; a
management fee, trustees fees (including trustees and officers errors and
omissions insurance); fidelity bond expenses; administrative expenses (including
the fees and expenses of the Service Provider or any successor service providers);
legal, tax, custodial, audit, professional, escrow, internal and external fund
accounting, transfer agency and valuation expenses; corporate licensing and
printing expenses; record keeping expenses; expenses incurred in communicating
with shareholders, including the costs of preparing and printing reports to
shareholders; and extraordinary expenses.
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Master Fund Expenses. The Master Fund will bear its own similar fees and
expenses, including the management fee and administrative expenses (including
the fees and expenses of the Service Provider or any successor service providers).
It also pays fees and expenses incidental to the purchase, holding and sale of
interests in, and bears a pro rata share of the fees, including, but not limited to,
any commitment fees, and expenses of, any Portfolio Fund and recurring
investment-related expenses, including, but not limited to, the management fee,
brokerage commissions, dealer mark-ups, and other transaction costs on cash
management; interest expense on any borrowings; and any subscription or
redemption charges imposed by the Portfolio Funds. These expenses are
indirectly borne, on a pro rata basis, by the Fund.

Expense Limitation

LMPFA has agreed to waive fees and/or reimburse the expenses (including
organization and offering expenses) to the extent necessary to ensure that the total
annual Fund operating expenses attributable to the Service Shares will not exceed
2.10% (excluding fees and expenses, including incentive or performance
allocations and fees, attributable to Portfolio Funds, brokerage, interest expense,
taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts
forgone or reimbursed within three years after the year in which LMPFA earned
the fee or incurred the expense if the total annual Fund operating expenses
attributable to the Service Shares have fallen to a level below the limit described
above. In no case will LMPFA recapture any amount that would result in the total
annual Fund operating expenses attributable to the Service Shares exceeding the
limit described above. These arrangements will continue until December 31,
2014. Any modification or termination of these arrangements prior to
December 31, 2014 will require approval of the Board of Trustees.

Custodian and Transfer Agent

The Bank of New York Mellon serves as custodian of the Funds and the Master
Funds assets. The Bank of New York Mellon serves as the Funds transfer
agent. See Custodian and Transfer Agent.

Purchases of Shares

The Fund intends to accept initial and additional purchases of Service Shares
made by Eligible Investors as of the first business day of each calendar month.
Service Shares will be sold at their net asset value per share and may be offered
more or less frequently as determined by the Funds Board in its sole discretion.
Generally, purchases are subject to the receipt of immediately available funds at
least three (3) business days prior to the applicable purchase date. The investor,
however, will not become a shareholder of the Fund and will have no other rights
(including, without limitation, any voting rights) under the Funds Declaration of
Trust until the purchase date. The investor must also generally submit the
completed Investor Certification set forth in Appendix C (for initial purchases)
and/or such other required documentation as required by the Fund (for both initial
and subsequent purchases) at least eight (8) business days before the applicable
purchase date. However, investors must confirm specific
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deadlines for receipt of funds and submission of the Investor Certification with
their Dealer, as certain Dealers may have different deadlines than the foregoing.
An investor who misses such deadlines will have the effectiveness of its
investment in the Fund delayed until the following month, with such investors
purchase amounts to be held in the account with the Service Provider until such
time. The Fund reserves the right to reject, in whole or in part, any purchase of
Service Shares and may suspend the offering of Service Shares at any time and
from time to time.
Generally speaking, the Portfolio Funds in which the Fund invests have similar
subscription processes as the Fund. For example, a Portfolio Fund will typically
require receipt of cleared funds at least several business days prior to the date an
investor begins participating in the Portfolio Funds returns. As such, the
subscription process described above, including acceptance by the Fund of a
prospective shareholders subscription at least three (3) business days prior to the
applicable purchase date, is designed in part to ensure the Fund will be able to
invest in Portfolio Funds in a timely manner.
Despite funds being required at least three (3) business days prior to the
applicable purchase date, as discussed above an investor does not become a
shareholder of the Fund and has no other rights (including, without limitation, any
voting rights) under the Funds Declaration of Trust until the applicable purchase
date. Between the time the Fund accepts an investors funds and when the
investor becomes a shareholder of the Fund, such investor will not participate in
the Funds returns and will be treated as a general unsecured creditor of the Fund
with respect to the applicable funds, which the Fund may utilize to purchase
Portfolio Funds.
LMIS has been, and the Dealers may be, retained to assist in the offer and sale of
Shares. LMIS is the Funds distributor for the Service Shares, and serves in that
capacity on a best efforts basis, subject to various conditions. See Summary of
Fund Expenses and Purchases of Shares.
Dealers may charge a separate fee for their services in conjunction with an
investment in the Fund and/or maintenance of investor accounts. Such a fee will
be in addition to any fees charged or paid by the Fund and will reduce the amount
of an investors initial or subsequent investment in the Fund. The payment of any
such fees, and their impact on a particular investors investment returns, would
not be reflected in the returns of the Fund. Investors should direct any questions
regarding such fees to the relevant Dealer.
The Fund is authorized to pay recordkeeping fees to Dealers for certain
recordkeeping services and sub-accounting services.
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Repurchases of Shares

No shareholder has the right to require the Fund to redeem any of its Shares. The
Fund may from time to time repurchase Shares from shareholders pursuant to
written tenders by shareholders, and on those terms and conditions as the Board
may determine in its sole discretion. Tender offers will apply to repurchases of
whole Shares and tenders of any fractional shares will be rounded to the nearest
whole number in the discretion of the Fund. The Fund may elect to repurchase
less than the full amount that a shareholder requests to be repurchased. The Fund
anticipates that each such repurchase offer will generally be limited to between
5% and 25% of the net assets of the Fund, subject to modification in the absolute
discretion of the Board. There is no guarantee that any such repurchase offer shall
occur.
In determining whether the Fund should offer to repurchase Shares from
shareholders pursuant to repurchase requests, the Board may consider, among
other things, the recommendation of LMPFA, in consultation with the SubAdviser, as well as a variety of other operational, business, legal and economic
factors. LMPFA, in consultation with the Sub-Adviser, expects that generally it
will recommend to the Board that the Fund offer to repurchase Shares from
shareholders on a quarterly basis based on Fund valuation on or about
March 31, June 30, September 30 and December 31 of each year. The Board may
under certain circumstances elect to postpone, suspend or terminate an offer to
repurchase Shares.
If a repurchase offer is oversubscribed by shareholders who tender Shares, the
Fund will generally repurchase a pro rata portion of the Shares tendered by each
shareholder. However, the Board, in its discretion, subject to applicable law, may
amend a tender offer to include all or part of the oversubscribed amounts. In
addition, the Fund has the right to repurchase Shares of shareholders if the Fund
determines that the repurchase is in the best interest of the Fund or upon the
occurrence of certain events. See Repurchases of Shares.
A shareholder who tenders some but not all of its Shares for repurchase will be
required to maintain a minimum account balance of $25,000 in the Fund. The
Fund reserves the right to reduce the amount to be repurchased from a
shareholder so that the required minimum account balance is maintained.
The Funds assets will consist primarily of its interest in the Master Fund.
Therefore, in order to finance the repurchase of Shares pursuant to tender offers,
the Fund may find it necessary to liquidate all or a portion of its interest directly
or indirectly in the Master Fund. Because shares in the Master Fund may not be
transferred, the Fund may withdraw a portion of its interest only pursuant to
repurchase offers by the Master Fund. The Master Funds Board expects that the
Master Fund will conduct repurchase offers on a quarterly basis in
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order to permit the Fund to meet its obligations under its repurchase offers.

Transfers of Shares

There is no public market for the Funds Shares and none is expected to develop.
The Fund will not list its Shares on a stock exchange or similar market. With very
limited exceptions, Shares are not transferable, and liquidity for investments in
Shares may be provided only through periodic repurchase offers by the Fund. If a
shareholder attempts to transfer Shares in violation of the Funds transfer
restrictions, the transfer will not be permitted and will be void. An investment in
the Fund is therefore suitable only for investors who can bear the risks associated
with the limited liquidity of Shares and should be viewed as a long-term
investment.
A shareholder may assign, transfer, sell, encumber, pledge or otherwise dispose of
(each, a transfer) its Shares (or a portion thereof) only (1) by operation of law
pursuant to the death, bankruptcy, or incompetence of the shareholder; or
(2) under certain other circumstances, with the consent of the Fund (which may
be withheld in the sole discretion of the Funds Board and is expected to be
granted, if at all, only under extenuating circumstances).
The Fund generally will not consent to a transfer of Shares by a shareholder
(i) unless such transfer is to a single transferee, or (ii) after the transfer of Shares,
the balance of the account of each of the transferee and transferor is at least
$25,000. A shareholder transferring Shares may be charged reasonable expenses,
including, but not limited to, attorneys and accountants fees, incurred by the
Fund or LMPFA in connection with the transfer. In connection with any request
to transfer Shares, the Fund may require the shareholder requesting the transfer to
obtain, at the shareholders expense, an opinion of counsel selected by the Fund
as to such matters as the Fund may reasonably request. See Transfers of Shares.

Certain Tax Considerations

The Fund expects to qualify, and to continue to qualify as a regulated investment
company (a RIC) under Subchapter M of the Internal Revenue Code of 1986,
as amended (the Code). Subchapter M imposes strict requirements for the
diversification of a RICs investments, the nature of a RICs income and a RICs
distribution and timely reporting of income and gains. For each taxable year that
the Fund so qualifies, the Fund will not be subject to U.S. federal income tax on
that part of its taxable income that it distributes to its shareholders. Taxable
income consists generally of net investment income and any capital gains.
The Fund intends to distribute net investment income and capital gains annually,
although it reserves the right to distribute less than all of such income and gains
and pay any corresponding excise tax and corporate income tax. Shareholders not
subject to tax on their income
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will not be required to pay tax on amounts distributed to them. The Fund will
inform its shareholders of the amount and character of the distributions it makes
to them.
The Master Fund intends to be treated as a partnership for U.S. federal income tax
purposes for as long as it has at least two members. As a result, the Master Fund
will itself not be subject to U.S. federal income tax. Rather, each of the Master
Funds shareholders, including the Fund, will be required to take into account,
for U.S. federal income tax purposes, its allocable share of the Master Funds
items of income, gain, loss, deduction and credit. See Certain Tax
Considerations.

Selected Risk Considerations

The Funds and the Master Funds investment program is speculative and entails
substantial risks. The following is a summary of certain of these risks. It is not
complete and you should read and consider carefully the more complete list of
risks described below under Risk Factors before purchasing our Shares in this
offering.
Principal risks associated with investing in the Fund include, but are not limited
to, the following:
 An investment in the Fund is not suitable for all investors. Investors in the
Fund may incur substantial, or even total, losses on their investment. No
assurance can be given that the Funds investment objective will be achieved.
 The Fund and the Master Fund are non-diversified investment companies that
are not limited by the 1940 Act in the percentage of their assets that they may
allocate to the securities of any one issuer, respectively. The Sub-Adviser,
however, will not invest more than 20% of the Master Funds managed assets
(measured at the time of investment) in any underlying Portfolio Fund.
 The Fund is heavily reliant on the Sub-Adviser and on certain key employees
of the Sub-Adviser.
 In addition to the Fund and the other funds in this master-feeder structure,
the Sub-Adviser currently manages one U.S. registered open-end fund of
funds.
 The Funds performance may be affected by general economic and market
conditions, including interest rates, availability of credit, inflation rates,
economic uncertainty, changes in laws and national and international political
circumstances.
 The Fund has a limited operating history upon which prospective investors can
evaluate potential performance.
 The Fund and the Master Fund may, to the maximum extent permitted by the
1940 Act, borrow money for cash management purposes, including but not
limited to funding repurchases of Shares and for temporary investment
purposes. The use of leverage
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increases the volatility of investment returns and subjects investors to
magnified losses if the Master Funds investments decline in value.
 LMPFA and the Sub-Adviser may act as general partner and/or investment
sub-adviser to other entities with investment objectives and strategies that
overlap significantly with those of the Fund and the Master Fund and may
direct investments in which the Fund would be interested to entities other than
the Fund. See Conflicts of Interest in the SAI.
 The valuation of the Master Funds investments in the underlying Portfolio
Funds is ordinarily determined in accordance with the Master Funds valuation
procedures. The Master Fund anticipates that its Portfolio Fund investments
will be fair valued under the supervision of the Board of Trustees, primarily in
reliance upon valuations provided by the Portfolio Funds third party
administrators. Certain securities in which the Portfolio Funds invest may not
have a readily ascertainable market price and will be fair valued by the
Portfolio Managers and/or their administrators. A Portfolio Manager may face
a conflict of interest in valuing such securities since their values affect the
Portfolio Managers compensation. However, in most cases, neither the SubAdviser nor the Board of Trustees will be able to directly confirm
independently the accuracy of the net asset value of an underlying Portfolio
Fund provided by the Portfolio Funds third party administrator (which
valuations are unaudited, except for year end valuations).
 An investment in the Fund will have limited liquidity and is not suitable for an
investor who needs liquidity. The Fund is a closed-end investment company,
whose Shares are not listed on any securities exchange or traded in any other
market and are subject to substantial restrictions on transfer. In addition, there
is no assurance that a shareholder who requests the repurchase of its Shares
will have such Shares repurchased.
 The Master Fund has a subsidiary organized in the Cayman Islands, through
which the Master Fund may invest in certain commodities, such as gold, and
other commodity-related investments. It is not anticipated that the subsidiary
will be registered under the 1940 Act. As an investor in the subsidiary, the
Master Fund would not have all of the protections offered to investors by the
1940 Act. However, the subsidiary is wholly-owned and controlled by the
Master Funds Board of Trustees, managed by LMPFA and subadvised by
Permal. Therefore, the Master Funds ownership and control of the subsidiary
would make it unlikely that the subsidiary would take actions contrary to the
interests of the Master Fund or the Fund.
 The Funds obligation to distribute its net income and capital gains to
shareholders may force the Fund and the Master Fund to liquidate investments
at disadvantageous times. However, the

19

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Funds ability to make distributions in its own shares may limit the necessity
to liquidate investments and/or to borrow money to comply with the Funds
obligation to distribute its net income and capital gains in cash.
Because the Fund, through its investment in the Master Fund, invests in Portfolio
Funds, investors are subject to additional risks including, but not limited to, the
following:
 The Funds performance depends upon the performance of the Master Fund
and its investments in the underlying Portfolio Funds, the adherence of the
Portfolio Funds to their selected strategies and the effectiveness of those
strategies, the instruments used by the Portfolio Funds and the Sub-Advisers
ability to select Portfolio Funds and Portfolio Managers and effectively
allocate Master Fund assets among them.
 The Master Fund will generally indemnify Portfolio Funds directly for
breaches of representations and warranties made by the Master Fund in the
subscription agreements governing the terms of its investments in Portfolio
Funds. The potential liability pursuant to such indemnification may exceed the
Master Funds investment in a Portfolio Fund. Portfolio Funds in which the
Master Fund will invest will provide indemnification to their Portfolio
Managers, directors, trustees and officers, among others, for liability and losses
incurred or arising out of their performance of services, subject to certain
limitations.
 Portfolio Funds may invest in fixed income and other securities, including noninvestment grade debt securities, and therefore, will be exposed to the risk of
default by the issuers of such securities.
 Portfolio Funds may invest in equity securities without limitation as to market
capitalization, such as those issued by smaller capitalization companies, the
prices of which may be more volatile than larger capitalization companies.
 Portfolio Funds may employ fixed income arbitrage strategies, which involve
exploiting price differentials between two or more positions. Such strategies
entail the risk that the price differentials between positions move unfavorably.
 Portfolio Funds may invest in event-driven strategies, which entail investing in
companies involved, or potentially involved, in significant corporate actions.
Such investments are subject to the risk that the contemplated corporate actions
do not occur or do not occur on the predicted schedule, and the risk of default,
among others.
 Portfolio Funds may invest in convertible arbitrage strategies, which attempt to
exploit perceived price discrepancies in the market. To the extent such price
discrepancies do not materialize, Portfolio Managers risk losses on their
investments.
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 Interests in Portfolio Funds may be denominated in non-U.S. currencies,
subjecting investors to the risk of unfavorable changes in currency exchange
rates. In addition, Portfolio Funds may invest in securities of non-U.S. issuers,
including those located in emerging markets, which are subject to additional
risks such as unfavorable changes in currency exchange rates, restrictions on
repatriation of investment income and capital, imposition of exchange control
regulation by the U.S. or foreign governments, certain foreign or U.S. taxes
and economic or political instability or disruptions in foreign countries. There
is no limit on the percentage of the Master Funds assets that may be invested
directly or indirectly in securities of non-U.S. issuers.
 Portfolio Funds may use options and derivatives for hedging and non-hedging
purposes, which involves a high degree of risk. There is no limit on the
exposure to derivative instruments an individual Portfolio Fund may undertake.
 Portfolio Funds may invest in distressed securities, which are particularly risky.
 Portfolio Funds may invest in asset-backed securities, the value of which is
linked to that of underlying collateral, which may be uncertain.
 Portfolio Funds may sell securities they hold short, subjecting themselves to
the theoretical risk of unlimited loss due to increases in the market prices of the
securities sold short.
 Portfolio Funds may trade forward contracts in certain commodities or assets,
subjecting themselves to the risk of counterparties refusal or inability to
perform.
 Portfolio Funds may engage in futures transactions, instruments that are highly
volatile and subject investors to a high risk of loss.
 Portfolio Funds may invest without limitation in restricted and illiquid
securities.
 The Master Fund and Portfolio Funds may invest in exchange-traded funds, the
risks of which generally track those of the underlying securities, instruments or
indexes they are designed to track.
 Portfolio Funds may be highly leveraged, thereby increasing the risk of
volatility and loss. There is no limit on the amount of leverage an individual
Portfolio Fund may utilize.
 Portfolio Funds may be reliant upon financing arrangements provided by banks
and other sources of capital. Changes to such financing arrangements may
significantly impact the investment activities of Portfolio Funds.
 Certain Portfolio Funds (which may be responsible for a large portion of the
Funds assets) may not be limited in the amount of
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assets that can be allocated to any single industry, sector or investment style or
technique, thus subjecting themselves to greater risk and volatility than if
assets had been allocated more broadly.
 Portfolio Managers make investment decisions independent of the Sub-Adviser
and each other, which may result in the pursuit of opposing investment
strategies.
 The Master Fund will invest in a number of Portfolio Funds, resulting in
investment-related expenses that may be higher than if the Master Fund
invested in only one Portfolio Fund. In addition, investments in Portfolio
Funds will result in a summing of fees and expenses, in that a shareholder of
the Fund must bear not only the fees, administrative expenses and other costs
of the Master Fund, but also, to the extent of the Master Funds investment in
Portfolio Funds, a portion of the fees, administrative expenses and other costs
of such Portfolio Funds.
 Portfolio Managers may engage in a high level of trading, generating
substantial transaction costs to be borne by investors in the Portfolio Funds,
including the Master Fund, regardless of the profitability of such transactions.
 Performance or incentive allocations and fees payable to Portfolio Managers
may encourage Portfolio Managers to make riskier or more speculative
investments than those they would make if they were receiving only a fixed
fee.
 Investments in underlying Portfolio Funds will be illiquid. In addition,
Portfolio Funds generally permit redemptions or withdrawals only at
infrequent intervals and may charge investors fees for early withdrawals.
Upon its withdrawal of all or a portion of its interest in an underlying Portfolio
Fund, the Master Fund may receive securities that are illiquid or difficult to
value.
 Portfolio Funds in which the Master Fund will invest may engage in
transactions with affiliates, to the potential detriment of investors, including the
Master Fund.
 The Fund, through its investment in the Master Fund, may not be able to invest
in certain Portfolio Funds that are oversubscribed or closed or may only be
able to allocate a limited amount of assets to a Portfolio Fund that has been
identified as an attractive opportunity.
 Portfolio Funds are subject to the risk of failure of brokerage firms that execute
trades, the clearing firms that such brokers use or the clearing houses of which
such clearing firms are members.
 Portfolio Managers may use proprietary investment strategies that are based on
considerations, and subject to risks, that are not fully disclosed to LMPFA, the
Sub-Adviser, or the Master Fund.
 Portfolio Funds make publicly available far less information than registered
investment companies, such as the Fund. As a result,
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shareholders in the Master Fund will have limited information about the
Portfolio Funds in which the Fund, through its investment in the Master Fund,
invests.
 Certain Portfolio Funds may be newly-formed entities with little or no
operating history upon which the Sub-Adviser can evaluate potential
performance.
 There is no assurance that the returns on the Master Funds investments will
be commensurate with the risk of investment.
 The Master Fund may not be able to vote on matters that require the approval
of the investors of an underlying Portfolio Fund, including a matter that could
adversely affect the Master Funds investment in a Portfolio Fund.
 Portfolio Managers may gain access to material, non-public information, which
may limit their investment opportunities.
 Portfolio Managers of Portfolio Funds may engage in misconduct and be
subject to regulatory or judicial sanction, which may negatively impact the
Master Funds investments.
 Some of the underlying Portfolio Funds may be organized outside of the
United States. A Portfolio Fund organized outside of the United States may be
subject to certain risks not present in a Portfolio Fund organized in the United
States.
 Ongoing volatility in the equity and debt capital markets may impede the
ability of the Sub-Adviser and of Portfolio Managers to successfully identify
investment opportunities.
 Recent events in the sub-prime mortgage market and other areas of the markets
have caused significant dislocations, illiquidity and volatility in the structured
credit, leveraged loan and high-yield bond markets, as well as in the wider
global financial markets. These events may have an adverse impact on the
Master Funds and the underlying Portfolio Funds investments.
 Future legislative, judicial or administrative action could adversely affect the
ability of Portfolio Funds to implement their investment programs.
There are certain regulatory risks associated with an investment in the Fund,
including the following:
 Underlying Portfolio Funds generally will not be registered as investment
companies under the 1940 Act or be subject to any other comprehensive
regulatory scheme. As a result, Portfolio Funds will not provide investors, such
as the Master Fund, with the same protections provided by registered
investment companies.
 Portfolio Managers may not be registered under the Advisers Act.
 A change in law or regulatory requirements with respect to the Fund, the
Master Fund or Portfolio Managers and/or Portfolio
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Funds in which the Master Fund invests in may have a negative impact on the
Funds performance.
There are certain tax risks associated with an investment in the Fund, including
the following:
 Failure to satisfy the diversification and distribution requirements of the Code
could subject the Fund to excise taxes and regular corporate income taxes.
 If a Portfolio Fund is classified as a passive foreign investment company (a
PFIC) for U.S. federal income tax purposes and the Fund or the Master Fund
makes a valid election to mark to market its interest in the Portfolio Fund for
U.S. federal income tax purposes, the Fund will be required to recognize as
ordinary income each year the excess, if any, of the fair market value of its
indirect interest in the Portfolio Fund at the end of the year over its adjusted tax
basis in such interest. Alternatively, under certain circumstances the Master
Fund may elect to treat the PFIC as a qualified electing fund (a QEF), which
would result in the Master Fund recognizing income and gain each year based
on its allocable share of the income and gain recognized by the QEF. Under
either election, the income or gain recognized by the Fund may not be matched
by corresponding cash distributions to the Master Fund, and the Master Fund
may need to borrow money or to dispose of its interests in other Portfolio
Funds in order to enable the Fund to make the distributions required in order to
maintain the Funds status as a RIC and to avoid the imposition of a federal
income tax and/or a nondeductible 4% excise tax. There can be no assurances,
however, that the Master Fund will be successful in this regard and,
accordingly, the Fund may not be able to maintain its status as a RIC.
 The Fund may distribute dividends that are payable in cash or Shares at the
election of each shareholder. In the event the Fund pays any such dividends,
shareholders subject to U.S. federal income tax generally will be required to
recognize the full amount of the dividend (including the portion payable in
Shares) as ordinary dividend income to the extent of the Funds current and
accumulated earnings and profits for U.S. federal income tax purposes.
Accordingly, the Fund should be considered a speculative investment and
entails substantial risks, and a prospective investor should invest in the Fund
only if it can sustain a complete loss of its investment. See Risk Factors
beginning on page 40 of this prospectus.

Conflicts of Interests

The investment activities of LMPFA, the Sub-Adviser, LMIS, the Portfolio
Managers and their respective affiliates, and their directors, trustees, managers,
members, partners, officers, and employees (collectively, the Related Parties),
for their own accounts and other
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accounts they manage, may give rise to conflicts of interest that potentially could
disadvantage the Fund, Master Fund and their respective shareholders. The
Related Parties may provide other investment management services to other funds
and discretionary managed accounts that follow investment programs which are
similar to investment strategies of the Master Fund and the Fund. The Related
Parties are involved with a broad spectrum of financial services and asset
management activities, and may, for example, engage in the ordinary course of
business in activities in which their interests or the interests of their clients may
conflict with those of the Master Fund and the Fund or the shareholders.
The trading activities of the Related Parties are carried out without reference to
positions held directly or indirectly by the Fund. In addition and more
significantly, the Related Parties may be involved with other investment
programs, investment partnerships or separate accounts that use Portfolio
Managers or Portfolio Funds that are either already a part of the Master Funds
portfolio or that may be appropriate for investment by the Master Fund. In some
cases, these Portfolio Funds may be capacity constrained. The Related Parties are
under no obligation to provide the Master Fund with capacity with respect to
these Portfolio Funds and, accordingly, the Master Fund may not gain exposure or
may achieve reduced exposure with respect to these Portfolio Funds. The Master
Funds operations may give rise to other conflicts of interest that could
disadvantage the Fund and the shareholders. See Conflicts of Interest in the
SAI.
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SUMMARY OF FUND EXPENSES
The following fee table and examples are intended to assist investors in understanding the costs and expenses that a Service
shareholder in the Fund will bear directly or indirectly. The Fund is a feeder fund in a master-feeder structure and invests
substantially all of its assets in the Master Fund. The expenses associated with investing in the Master Fund, which is a fund-of-hedge
funds, are generally higher than those of other types of funds that do not invest primarily in other investment vehicles. This is because
the investors in a fund-of-hedge funds, such as the Master Fund, also indirectly pay a portion of the fees and expenses, including
performance-based compensation, charged at the underlying Portfolio Fund level. Some of the percentages indicated in the table below
are estimates and may vary. The expenses shown in the table under Other Expenses and Total Annual Fund Operating Expenses are
based on estimated amounts for the Funds current year. For a more complete description of the various fees and expenses of the Fund,
see Use of Proceeds, Management of the Fund, Services, and Repurchases of Shares.
SHAREHOLDER TRANSACTION EXPENSES
Maximum Sales Load (as a percentage of offering price)(1)

ESTIMATED ANNUAL EXPENSES (as a percentage of net assets attributable to Service
Shares)
Management Fee(2)
Shareholder Services Fee(3)
Other Expenses(4)
Acquired Fund Fees and Expenses(5)
TOTAL ANNUAL FUND OPERATING EXPENSES
Fee Waiver and/or Expense Reimbursement(6)
TOTAL ANNUAL EXPENSES AFTER FEE WAIVER AND/OR EXPENSE
REIMBURSEMENT

Percentage of
Offering Price
None
Percentage of
Net Assets
Attributable to
Service Shares
1.10
0.25
4.87
5.66
11.88
(4.12

%
%
%
%
%
)%

7.76

%

(1)

LMIS, LMPFA, the Sub-Adviser and/or their affiliates may make payments for distribution, shareholder servicing, marketing and
promotional activities and related expenses out of their profits and other available sources, including profits from their
relationships with the Fund or the Master Fund. These payments are not reflected as additional expenses in the fee table contained
in this prospectus. The recipients of these payments may include the Funds distributor and affiliates of LMPFA or the SubAdviser, as well as non-affiliated broker/dealers, insurance companies, financial institutions and other financial intermediaries
through which investors may purchase Service Shares. The total amount of these payments may be substantial to any given
recipient and may exceed the costs and expenses incurred by the recipient for any Fund related marketing or shareholder servicing
activities. The payments described in this paragraph are often referred to as revenue sharing payments. Revenue sharing
arrangements are separately negotiated. Shareholders should contact LMIS or their Dealer for details about revenue sharing
payments it receives or may receive.

(2)

In consideration of the advisory and other services provided by the LMPFA to the Master Fund pursuant to a management
agreement, the Master Fund will pay LMPFA an annual fee, payable monthly, in an amount up to 1.10% of the Master Funds
average monthly managed assets. The management fee and related terms of the Funds management agreement with LMPFA are
substantially the same as the terms of the Master Funds management agreement with LMPFA, except that pursuant to the Funds
management agreement, no management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund.
The Funds shareholders bear an indirect share of the management fee payable by the Master Fund to the LMPFA through the
Funds investment in the Master Fund.

(3)

The Fund pays LMIS a Shareholder Services Fee of 0.25% of the Funds average monthly net assets attributable to Service Shares
on an annualized basis. LMIS will generally pay substantially all of these ongoing fees to Dealers, except with respect to Service
Shares sold by LMIS.
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(4)

The Fund bears its own operating expenses (including, without limitation, its offering expenses), which therefore will be borne by
the Funds shareholders. Other Expenses also include a pro rata portion of the Master Funds fees and expenses, excluding
management fees, and are estimated for the current fiscal year.

(5)

The Acquired Fund Fees and Expenses include the Master Funds estimated share of operating expenses and performance-based
incentive fees and allocations of the underlying Portfolio Funds in which the Master Fund, and the Fund, through its investment in
the Master Fund, may invest. The costs incurred at the underlying Portfolio Fund level include management fees, administration
fees, professional fees, incentive fees and allocations and other operating expenses. In addition, the underlying Portfolio Funds
also incur trading expenses, including interest and dividend expenses, which are the by-product of leveraging or hedging activities
employed by the Portfolio Managers in order to seek to enhance or preserve the Portfolio Funds returns. Brokerage and
transaction costs incurred by Portfolio Funds and exchange-traded funds in which the Master Fund may invest are not included in
Acquired Fund Fees and Expenses. The Acquired Fund Fees and Expenses listed above are based upon a pro rata share of the fees
and expenses of Portfolio Funds in which the Fund invested during the fiscal year ended March 31, 2013, as updated to reflect
available data. The future fees and expenses of the Portfolio Funds may be substantially higher or lower because certain fees are
based upon the performance of the Portfolio Funds, which may fluctuate over time. These indirect fees and expenses are not paid
to LMPFA or the Sub-Adviser and represent the Master Funds cost of investing in the underlying Portfolio Funds. These fees are
in addition to the Funds fees and expenses.

(6)

LMPFA has agreed to waive fees and/or reimburse the expenses (including offering expenses) to the extent necessary to ensure
that the total annual Fund operating expenses attributable to the Service Shares will not exceed 2.10% (excluding fees and
expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds, brokerage, interest expense,
taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or reimbursed within three years after
the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating expenses attributable to the
Service Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any amount that would
result in the total annual Fund operating expenses attributable to the Service Shares exceeding the limit described above. These
arrangements will continue until December 31, 2014. Any modification or termination of these arrangements prior to
December 31, 2014 will require approval of the Board of Trustees.

The following examples are intended to help you compare the cost of investing in the Fund with the cost of investing in other
funds. The assumed 5% annual return, which is required by the SEC, is not a prediction of, and does not represent, the projected or
actual performance of the Fund.
Examples
You would pay the following fees and expenses on a $1,000 investment, assuming a 5% annual return:
1 Year

3 Years

5 Years

10 Years

$77

$ 293

$ 480

$ 846

You would pay the following fees and expenses on a $25,000 investment, assuming a 5% annual return:
1 Year

3 Years

5 Years

10 Years

$1,913

$7,299

$11,969

$21,107

The examples above are based on the estimated fees and expenses set out above. The examples should not be considered a
representation of future expenses. Actual expenses may be greater or less than those shown. The rate of return of the Fund may be
greater or less than the hypothetical 5% return used in the examples. A greater rate of return than that used in the examples would
increase the dollar amount of the Funds
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pro rata portion of the management fee. The examples set forth above also include the Acquired Fund (Portfolio Fund) Fees and
Expenses set forth in the fee table, an indirect expense of shareholders.
FINANCIAL HIGHLIGHTS
Set forth below is selected financial information that has been derived from the audited financial statements of the Fund for the
fiscal year ended March 31, 2013.* The Funds financial statements for the fiscal year ended March 31, 2013 were audited by KPMG
LLP (KPMG), the Funds independent registered public accounting firm, and are incorporated by reference in the SAI.
For a Service Share of beneficial interest outstanding throughout the year or period ended March 31, unless otherwise noted:
2013

Net asset value per share, beginning of period:

$10.04

Income (loss) from investment
Net investment loss
Net change in unrealized appreciation from investments in Portfolio Funds

2012

$10.00

operations:1

(0.24 )
0.97

(0.04 )
0.08

0.73

0.04

Net asset value per share, end of period:

$10.73

$10.04

Total return2
Net assets, end of period (000s)
Ratios to average net assets:
Gross expenses4
Net expenses4,5,6
Net investment loss
Portfolio turnover rate

7.31 %
$10

0.40 %
$20,082

Total income from investment operations



1
2

3
4
5

6
*

8.39 %
2.50 %
(2.42 )%
16 %

15.48
2.50
(2.46
0

%3
%3
)%3
%

The above ratios may vary for individual investors based on the timing of Fund share transactions during the period.
For the fiscal year ended March 31, 2013.
For the period from February 1, 2012 (commencement of operations) to March 31, 2012.
Per share data for income (loss) from investment operations is computed using the net income (loss) for the period divided by the
average monthly shares.
Performance figures, exclusive of sales charges, reflect fee waivers and/or expense reimbursements.
In the absence of fee waivers and/or expense reimbursements, the total return would have been lower. Past performance is no
guaranteed of future results. The total return for periods less than one year have not been annualized.
Annualized.
Does not include expenses of the Portfolio Funds in which the Master Fund invests.
As a result of an expense limitation, the Funds manager has agreed to waive fees and/or reimburse the Funds expenses
(including organization and offering expenses) to the extent necessary to ensure that the Funds total annual Fund operating
expenses attributable to the Service Shares will not exceed 2.50% (excluding fees and expenses, including incentive or
performance allocations and fees, attributable to Portfolio Funds, brokerage, interest expense, taxes and extraordinary expenses).
This expense limitation arrangement cannot be terminated prior to December 31, 2014 without the Board of Trustees consent.
Reflects fee waiver and/or expense reimbursements.
During the fiscal year ended March 31, 2013 the Fund invested in Portfolio Funds directly. The Service Shares were known as the
Broker Class Shares and the Institutional Shares were known as the Advisor Class Shares. The financial highlights presented
above relate to the Broker Class Shares. In connection with the
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Funds restructuring into a master-feeder structure, the Broker Class Shares were renamed Service Shares. On May 31, 2013,
the Fund was renamed Permal Hedge Strategies Fund I.
USE OF PROCEEDS
The proceeds from the sale of Shares, net of the Funds fees and expenses, will be invested by the Fund to pursue its investment
objective and strategies as soon as practicable (and not later than 3 months), consistent with market conditions and the availability of
suitable investments, after receipt of such proceeds by the Fund.
THE FUND
Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust registered under the Investment Company Act of 1940,
as amended (the 1940 Act), as a non-diversified, closed-end management investment company. The Fund invests substantially all of
its assets in Permal Hedge Strategies Portfolio, which employs a fund-of-hedge funds investment program that provides a means for
investors to participate in investments in Portfolio Funds, by providing a single portfolio of underlying Portfolio Funds which are
managed by Portfolio Managers.
INVESTMENT OBJECTIVE
The Funds investment objective is to seek long-term capital appreciation while attempting to reduce risk and volatility. In seeking
to achieve its objective, the Fund, through its investment in the Master Fund, will provide its shareholders with access through
investments in the Portfolio Funds to a broad range of investment strategies with a global fixed income focus, which may include, but
are not limited to, global fixed income strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income
arbitrage, asset-backed securities, long-only, high yield, emerging markets debt), global event-driven strategies (e.g., risk arbitrage,
distressed debt, special situations, activists) and global macro strategies (e.g., discretionary, systematic, natural resources) and, to a
lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce investment returns that have lower risk than traditional
long-only investments and over time produce above-market returns. The combination of various Portfolio Funds that utilize alternative
investment strategies and that are typically less correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to such market than traditional long-only funds investing in the
same market.
The Sub-Adviser of the Master Fund will not invest more than 20% of the Master Funds managed assets (measured at the time of
investment) in any one Portfolio Fund. Managed assets means net assets plus the principal amount of any borrowings and assets
attributable to any preferred shares that may be outstanding. There is no minimum or maximum number of Portfolio Funds in which the
Master Fund may invest. The Fund, through its investment in the Master Fund, may invest in various Portfolio Fund structures including
limited partnerships, limited liability companies, offshore corporations, joint ventures and other investment vehicles. The Portfolio
Funds may employ any investment strategy or technique and may invest in securities of issuers in any region or country. The Fund
cannot guarantee that its investment objective will be achieved or that its portfolio design and risk monitoring strategies will be
successful. See Risk Factors.
Certain of the Funds investment policies are considered fundamental and may not be changed by the Funds Board of Trustees
without the approval of the holders of a majority of the outstanding Shares (and preferred shares, if any). A majority of the
outstanding shares means (i) 67% or more of the shares present at a meeting, if the holders of more than 50% of the shares outstanding
are present or represented by proxy or
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(ii) more than 50% of the Shares outstanding, whichever of (i) or (ii) is less. See Additional Investment Policies for a complete list of
the fundamental and non-fundamental investment policies of the Fund. There is no assurance that the Fund will achieve its
investment objective.
INVESTMENT STRATEGY AND PROCESS
The combination of various Portfolio Funds that utilize alternative investment strategies and that are less correlated to the market
than traditional long-only funds is expected to produce a portfolio that is less volatile than the general market and less correlated to such
market than traditional long-only funds investing in the same market. The Fund will pursue its investment objective by investing
substantially all of its assets in the Master Fund. The Master Fund will primarily invest in the Portfolio Funds that employ a variety of
alternative investment strategies. The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at the
time of investment) in any one Portfolio Fund. There is no minimum or maximum number of Portfolio Funds in which the Fund,
through its investment in the Master Fund, may invest.
Portfolio Fund Structure
Portfolio Funds are investment funds, typically organized as limited partnerships or limited liability companies, that are not
generally required to register under the 1940 Act because they do not publicly offer their securities and are restricted as to either the
number of investors permitted to invest in the fund or as to the qualifications of persons eligible to invest (determined with respect to the
value of investment assets held) in the fund. The Master Fund will typically invest in Portfolio Funds that are exempt from registration
pursuant to Section 3(c)(7) of the 1940 Act, and thus require their investors to be qualified purchasers. A qualified purchaser
generally is an individual with at least $5 million in investment assets or an entity with at least $25 million in investment assets. These
types of investment funds are commonly known as hedge funds. A hedge fund is an investment structure for a private investment pool,
which may invest in a wide range of securities using a variety of investment strategies.
Portfolio Fund Strategy
Portfolio Funds typically have wide latitude to pursue investment programs designed to produce positive returns.
The Sub-Adviser anticipates that the investment programs of the Portfolio Managers will fall within one of the following broad
categories of alternative investment strategies traditionally employed by Portfolio Funds:


Global fixed income strategies, such as U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income arbitrage,
asset-backed securities, long-only, high yield and emerging markets debt;



Global event-driven strategies, such as distressed debt, risk arbitrage, special situations and activists;



Global macro, such as discretionary, systematic as well as natural resources strategies. See Investment Categories below
for more detail on these strategies; and



To a lesser extent, equity long/short strategies.

The typical Portfolio Fund has greater investment flexibility than traditional investment funds (such as mutual funds and most
other registered investment companies) as to the types of securities owned, the types of trading strategies employed, and in many cases,
the amount of leverage it may use. For example, Portfolio Funds may invest in stocks, bonds, currencies, commodities and their
derivatives, and a variety of other types of securities; and they may take long, short, spread, option or other types of positions in any of
these securities. Hence, Portfolio Funds may be able to provide risk and return characteristics that cannot be duplicated by registered
investment companies such as mutual funds, which have limits on what investment strategies they can employ.
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In connection with investing the assets of the Master Fund, the Sub-Adviser seeks to identify and invest the Master Funds assets
primarily with Portfolio Managers with established track records that have historically been able to generate attractive returns at a level
of risk deemed acceptable to the Sub-Adviser. Both quantitative and qualitative factors are considered in evaluating prospective
Portfolio Managers including: general type of strategy employed; risk control policies and history; duration and speed of recovery from
drawdowns (i.e., losses); depth of experience; organizational infrastructure; fee levels and reputation in the industry.
The Master Fund intends to vary its investment exposure through investments in a broad range of Portfolio Funds. The SubAdviser may seek to diversify among manager strategies, geographic regions, sector and asset classes. The Sub-Adviser will not invest
more than 20% of the Master Funds managed assets (measured at the time of investment) in any one Portfolio Fund. The combination
of the Portfolio Funds that utilize alternative investment strategies and that are typically less correlated to the market than traditional
funds is expected to produce a portfolio that is less volatile than the general market in which the Fund, through its investment in the
Master Fund, invests and less correlated to such market than traditional funds investing in the same market. The Sub-Adviser will seek
to control Portfolio Manager-specific risks through due diligence and the Portfolio Manager selection process, as well as subsequent
ongoing monitoring.
The Fund, through its investment in the Master Fund, will invest primarily in Portfolio Funds that are managed by Portfolio
Managers that employ a variety of alternative investment strategies that individually offer the potential for attractive investment returns.
Portfolio Managers may invest and trade in a wide range of instruments and markets, including, but not limited to, fixed income
and other debt-related instruments (such as interest rate swaps or futures), currencies, financial futures, commodities and U.S. and nonU.S. equities and equity-related instruments (such as warrants, options and equity futures). In connection with their investment
programs, Portfolio Managers will make use of a variety of sophisticated investment techniques that often involve, among other things,
leveraging (borrowing money for investment purposes), short sales of securities, hedging and arbitrage techniques and transactions in
derivative securities and other financial instruments such as stock options, index options, futures contracts, and options on futures.
Portfolio Managers use of these techniques will be an integral part of their investment programs, and involves significant risks to the
Master Fund in which the Fund will invest substantially all of its assets. There is no limit on the exposure to derivative instruments an
individual Portfolio Fund may undertake.
The Master Fund is not limited with respect to the types of investment strategies that Portfolio Managers may employ or the
markets or instruments in which they invest. The types of investment strategies and instruments which the Portfolio Managers may
employ and their respective risks are discussed under Risk Factors and Investment Strategy and ProcessInvestment Categories
below. The Master Funds structure and its investment approach are designed to provide the Fund several advantages over direct
investments in private investment funds, including:


the ability to invest in a professionally constructed and managed investment portfolio of private investment funds;



access to a diverse group of Portfolio Managers that utilize varying investment styles and strategies; and



reduced risk exposure that comes from investing with multiple Portfolio Managers that may have exhibited low correlation to
one another.

Most Portfolio Funds will invest primarily in marketable securities, although certain Portfolio Funds may also invest in privately
placed securities and other investments that are illiquid. Interests in the Portfolio Funds will not themselves be marketable and will have
limited liquidity.
Portfolio Managers are generally not limited as to the markets (either by location or type) in which they may invest or the
investment discipline that they may employ (such as bottom-up or top-down analysis). Portfolio
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Funds in which the Fund, through its investment in the Master Fund, will invest may include private investment limited partnerships,
joint ventures, other investment companies and similar entities managed by Portfolio Managers.
To the extent permitted by applicable regulations and except as expressly provided in this Prospectus, neither the name of the Fund
nor any aspect of the Funds investment program is a fundamental investment policy of the Fund, and each can be changed by the
Funds Board of Trustees without shareholder approval. In the event of such a change, shareholders would receive notice.
Portfolio Funds Selection Process
Although the Master Fund is not required to maintain exposure to any particular strategy, the Sub-Adviser anticipates that the
Master Fund, in which the Fund invests substantially all of its assets, will typically gain exposure, through its investment in Portfolio
Funds, to a number of common alternative investment strategies across markets and risk profiles. The Master Fund may invest in
various structures of Portfolio Funds including limited partnerships, limited liability companies, offshore corporations, joint ventures
and other investment vehicles. The Master Fund anticipates that its potential losses from an investment in a Portfolio Fund will
generally be limited to the Master Funds investment in the Portfolio Fund (plus any appreciation thereon), subject to any
indemnification provisions. The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at the time
of investment) in any one Portfolio Fund. There is no minimum or maximum number of Portfolio Funds in which the Master Fund may
invest.
The Fund, however, is not limited with respect to the types of investment strategies, including the investment strategies described
above, that may be employed or the markets (including non-U.S. markets) or types of instruments in which it may invest.
Investors in Portfolio Funds, such as the Master Fund, accrue significant fees and expenses in connection with such investments.
The Master Fund will normally pay the Portfolio Funds in which it invests a management fee on a monthly or quarterly basis, which is
calculated based on the Portfolio Funds assets under management and the value of the Master Funds investment. Portfolio Funds may
also charge incentive or performance allocations or fees, which usually entail a fixed percentage of profits. During the course of an
investment in a Portfolio Fund investors bear ongoing operating and administrative expenses, including the cost of third party service
providers. Investors in Portfolio Funds will also bear the cost of brokerage and transaction fees incurred by the Portfolio Funds in which
they invest. Investors in Portfolio Funds may incur additional fees in connection with the redemption or withdrawal of Portfolio Fund
interests. The Master Fund may also bear part of the cost of the valuations provided to the Master Fund by the third party administrators
of Portfolio Funds. The Fund will bear its proportionate share of the Master Funds fees and expenses, including the expenses of the
Portfolio Funds in which the Master Fund invests.
In general, interests in the Portfolio Funds are not freely tradable and/or have substantial transfer restrictions. In addition, the
Portfolio Funds have no active trading market and generally have limited rights as to redemption. See Risk FactorsRisks Related to
the Investment Activities of Portfolio Funds, the Fund and the Master FundIlliquidity of Investments in Portfolio Funds.
The Sub-Adviser decides how many Portfolio Funds it will invest with and allocates assets to Portfolio Funds based upon, among
other things, quantitative and qualitative techniques and risk management guidelines that seek exposure to the investment categories
listed above. Such quantitative and qualitative factors may include, but are not limited to, the general type of strategy employed; risk
control policies and history; duration and speed of recovery from drawdowns (losses); depth of experience; organizational
infrastructure; fee levels; reputation in the industry; ability to perform in up and down markets; and enhanced returns and/or lower
volatility. The Fund and the Master Fund are non-diversified under the 1940 Act and may thus concentrate their respective assets in
fewer issuers than a fund that is organized as a diversified fund under the 1940 Act.
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The Sub-Adviser may emphasize certain strategies that the Sub-Adviser believes are more likely to be profitable than others due to
its assessment of prevailing market conditions. The Sub-Adviser may seek to diversify the Master Funds investments in Portfolio
Funds by Portfolio Manager style, geographic region and sector biases, among other factors. Based upon the number of available
Portfolio Managers pursuing an investment strategy and the Sub-Advisers view of the investment potential and benefits of such
strategy, certain of the Portfolio Funds selected by the Sub-Adviser may be allocated substantially larger portions of the Master Funds
assets than other Portfolio Funds. The Sub-Adviser will conduct periodic reviews of each Portfolio Funds performance and make
allocations and reallocations of Master Fund assets based upon an ongoing evaluation of investment performance, changes in the
investment strategies or capabilities of Portfolio Funds and changes in market conditions. Portfolio Managers and third party
administrators may face conflicts of interest in valuing portfolio securities since such values affect their respective compensation.
Portfolio construction reflects both a top-down and bottom-up approach. The bottom-up process includes idea generation, due
diligence and portfolio monitoring with respect to Portfolio Managers and Portfolio Funds. While Portfolio Manager selection is
primarily a bottom-up approach, the Sub-Adviser establishes a top-down macroeconomic view that forms the basis for setting target
allocations for each major strategy and region.
The Fund, through its investment in the Master Fund, will rely on the Sub-Advisers ability to select appropriate investment
strategies and to select and monitor Portfolio Managers to implement such strategies. Prospective investors should consider that the
Funds return will be largely dependent on the ability of the Sub-Adviser to select Portfolio Managers who perform well over time.
The Sub-Adviser anticipates that the number and identity of Portfolio Funds will vary over time, at the Sub-Advisers discretion,
as a result of allocations and reallocations among existing and new Portfolio Funds and the performance of each Portfolio Fund as
compared to the performance of the other Portfolio Funds. The Sub-Adviser may select new Portfolio Funds, or redeem or withdraw
from Portfolio Funds, subject to redemption and withdrawal limitations set forth by the Portfolio Funds, at any time without prior notice
to, or the consent of, shareholders in the Fund. There is no minimum or maximum number of Portfolio Funds in which the Master Fund
must be invested.
Investment Limitations of the Master Fund
The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at the time of investment) in any
one Portfolio Fund. In addition, the Master Fund will at all times limit its investment position in any one Portfolio Fund to less than 5%
of the Portfolio Funds outstanding voting securities, absent an SEC order (or assurances from the SEC staff) under which the Master
Funds contribution and withdrawal of capital from a Portfolio Fund in which it holds 5% or more of the outstanding voting securities
will not be subject to various 1940 Act prohibitions on affiliated transactions. The prohibitions on affiliate transactions imposed by the
1940 Act are intended to prevent over-reaching of a registered investment company by an affiliate. However, to permit the investment of
more of its assets in Portfolio Funds that do not have many investors but are deemed attractive by the Sub-Adviser, the Master Fund
may purchase non-voting securities (securities from a class of shares with no voting rights) of Portfolio Funds, subject to a limitation
that the Master Fund will not purchase voting and non-voting interests in a Portfolio Fund that in the aggregate represent 25% or more
of the Portfolio Funds outstanding equity.
The Master Fund may elect to hold non-voting securities in Portfolio Funds or waive the right to vote in respect of a Portfolio
Fund. In such cases, the Master Fund will not be able to vote on matters that require the approval of the shareholders of the Portfolio
Fund, including matters adverse to the Funds or the Master Funds interests. The Master Fund does not intend to acquire a sufficient
percentage of the economic interests in any Portfolio Fund to cause the Master Fund to control any Portfolio Fund. Applicable securities
rules and interpretations may limit the percentage of voting or non-voting securities of any Portfolio Fund that may be held by the
Master Fund.
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As a general matter, the Portfolio Funds in which the Fund, through its investment in the Master Fund, will invest, unlike public
companies, typically do not provide their shareholders with an ability to vote (except under quite limited circumstances). The Master
Funds practices regarding investment in non-voting securities or waivers of voting rights are, therefore, not expected to adversely
affect the Master Funds operations. Nonetheless, it is possible these practices will prevent the Master Fund from participating in voting
on a particular issue to the maximum extent available to other shareholders. When deciding to forego or waive voting rights, the SubAdviser considers the interests of the Fund and the Master Fund. The Master Fund has not established specific written procedures
relating to this process. The 1940 Act generally prohibits registered investment companies from effecting transactions with affiliates
unless specifically permitted under the 1940 Act or the SEC has granted exemptive relief. Neither the Fund nor the Master Fund
currently intend to seek exemptive relief from the SEC in order to effect transactions with affiliates.
Unless otherwise specified, investment limitations will be applied at the time of investment. Therefore, these percentages could be
exceeded due to fluctuations in the value of the Master Funds portfolio securities or to pay expenses. The Master Funds investment
limitations are not applied to the portfolio securities held by the Portfolio Funds in which the Master Fund may invest.
Investment Categories
The Sub-Adviser anticipates that the investment strategies of the Portfolio Managers will fall within one of the investment
categories as set forth below. Particular investments made by the Portfolio Funds and the risks related thereto are further discussed
under Risk Factors below. The Portfolio Managers may also engage in certain investment strategies not described below.
1. Global fixed income strategies. Such strategies may include U.S. and non-U.S. fixed income hedge, fixed income arbitrage,
convertible arbitrage, asset-backed securities, long-only, high yield and emerging markets debt.


U.S. and non-U.S. fixed income hedge generally involve a Portfolio Manager making long and short investments primarily in
various credit instruments, including bonds, loans, asset-backed securities and credit default swaps and in some or all quality
segments including investment grade, high yield, and emerging markets debt.



Fixed income arbitrage. Attempts to capture mispricing within and across global fixed income markets and associated
derivatives. Value may be added by taking advantage of advantageous tax provisions, yield curve anomalies, volatility
differences and arbitraging bond futures versus the underlying bonds (basis trading). Typically, a large amount of leverage is
used to enhance returns.



Convertible arbitrage. Seeks to profit from the mispricing of the embedded option in a convertible bond. Frequently, this
strategy is characterized by a long, convertible position and corresponding short position in the underlying stock. Convertible
arbitrage may use low or high levels of leverage depending upon the specific securities held by the Portfolio Fund.

2. Global event-driven. Event-driven strategies can include distressed debt, risk arbitrage, special situations and activists. Portfolio
Managers employing such strategies maintain positions in companies currently or potentially involved in a wide variety of corporate
transactions. Event-driven exposure can include a combination of equity markets, credit markets and idiosyncratic, company-specific
developments. The outcome of the investment is predicated on an event or catalyst.


Risk arbitrage. Seeks to exploit the change in the price of a firms securities as a result of a takeover or merger. Typically, the
Portfolio Manager will take long positions in the securities of the target firm and short positions in the securities of the
acquiring firm.



Special situations strategies involve investing in securities of issuers that are engaged in, or expected to experience, certain
special events such as restructurings, spin-offs, liquidations, privatizations, stock buybacks, bond upgrades from credit
agencies, and earnings surprises, all with the intention of profiting from the outcome of such events.
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Distressed securities involves investing in securities of a company that is near or in bankruptcy and, as a result, the securities
are trading at a reduced price.



Activist strategies attempt to obtain representation on a companys board of directors to impact the firms policies or
strategic direction. They can employ an investment process primarily focused on opportunities in equity and equity-related
instruments of companies which are currently or prospectively engaged in a corporate transaction or other catalyst-oriented
situation. Activist strategies are distinguished from other event-driven strategies in that, over a given market cycle, activist
strategies would expect to have greater than 50% of the portfolio in activist positions.

3. Global macro strategies. Seek to profit from changes in global financial markets and take positions to take advantage of changes
in interest rates, exchange rates, liquidity and other macroeconomic factors. Investments may be either long or short in cash securities,
derivative contracts, or options, and may be in equities, fixed-income markets, currencies, or commodities (e.g., agricultural, metals,
energy). This category is composed of three major management strategies: discretionary strategies, systematic strategies and natural
resources strategies.
Portfolio Managers using discretionary global macro strategies seek to profit by capturing market moves throughout a broad
universe of investment opportunities. These opportunities include financial markets, such as global equity, currency, and fixed-income
markets, as well as non-financial markets, such as the energy, agricultural, and metals markets. These Portfolio Managers utilize a
combination of fundamental market research and information in conjunction with quantitative modeling to identify opportunities that
exist within the markets. While the markets they invest in may be diverse, these Portfolio Managers tend to hold more concentrated
positions in a limited number of markets at any one time. Positions may be long and short in different markets, and the Portfolio
Managers tend to employ leverage.
Portfolio Managers using systematic global macro strategies employ proprietary or other models to identify opportunities that exist
within a diverse group of financial and non-financial markets and establish positions based on the models. While subjective investment
decisions are made, such decisions are the result of a heavier reliance upon models than is the case with discretionary strategies and the
vast majority of trading decisions are executed without discretion. Portfolio Managers employing systematic strategies tend to hold
positions in several markets at the same time, may be both long and short, and tend to use leverage when establishing positions. Within
this category are Portfolio Managers who engage in the following:


Momentum investing or trend-following strategies. Portfolio Managers who engage in momentum investing or
trend-following attempt to take advantage of the observable tendency of the markets to trend and to tend to make
exaggerated movements in both upward and downward directions. These exaggerated movements can be thought of as
resulting from the influence of crowd psychology, or the herd instinct, among market participants. Portfolio Managers using
this strategy primarily trade liquid futures, options and forward contracts though they may take positions in cash, cash equity
securities, mutual funds, and other derivative securities. These Portfolio Managers tend to use leverage when establishing
positions and hold positions in several markets at the same time.



Other Quantitative strategies. Portfolio Managers who engage in other quantitative strategies seek to profit from
discrepancies in the valuations of instruments and asset classes caused by differences in macroeconomic fundamentals and
technical factors, both across and within countries using a combination of fundamental, technical, macroeconomic data, and
linear and nonlinear forecasting models. Portfolio Managers will invest primarily in broad-based equity and fixed-income
index futures and options, currency futures and options, commodity futures and options, and swaps, and may also invest in
stocks, bonds, currencies, commodities, and other securities, in an opportunistic model-driven fashion.
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Natural Resources Trading strategies. Portfolio Managers using commodity trading strategies generally invest on a global
basis in a portfolio of securities, commodities and derivative instruments relating to Commodity and Basic Industries,
which include but are not limited to energy, chemicals, agriculture, food, precious metals, industrial materials (and their
related support industries, including oil service, mining equipment, forest products, building/construction materials, ferrous
and non-ferrous metals, petrochemicals, and plastics) and related industries and manufacturing (e.g., homebuilding,
automobile manufacturing and autoparts, shipbuilding, and construction and construction engineering). Natural resources
trading includes cash commodities and futures, forward, option and swap contracts in agricultural, metals and energy items
among other commodities, while equity investments include securities of companies that produce, process, convert, transport
and service such commodities.

The Sub-Adviser actively manages the Master Funds allocation of Portfolio Fund investments between Portfolio Funds that
employ credit related strategies (e.g., global fixed income strategies) and non-credit related strategies (e.g., global event-driven and
global macro strategies) based on the Sub-Advisers market outlook.
It is anticipated that under normal circumstances the Master Fund generally will allocate assets among approximately 20 to 40
Portfolio Funds. However, assets may be allocated to more than 40 or less than 20 Portfolio Funds at the discretion of the Sub-Adviser
due to market conditions or the need for liquidity related to periodic repurchases of Shares, among other factors.
The Sub-Adviser intends to conduct comprehensive portfolio analysis and rebalance the Master Funds portfolio periodically. Due
to the general illiquidity of the Master Funds investments in Portfolio Funds and, in some cases, restrictions on withdrawals from the
Portfolio Funds, however, the Sub-Adviser may not be able to rebalance the Master Funds portfolio periodically, if necessary, or at
optimal times. Periodic rebalancing of the Master Funds portfolio may create taxable distributions and other costs to shareholders.
Indemnification
Investors in Portfolio Funds, such as the Master Fund in which the Fund invests substantially all of its assets, indemnify Portfolio
Funds both directly and indirectly in connection with their investments. Investors in a Portfolio Fund indemnify the Portfolio Fund
directly for breaches of the representations and warranties they make in the subscription agreement governing the terms of their
investment in a Portfolio Fund. These representations and warranties are meant to help ensure ongoing Portfolio Fund compliance with
the 1933 Act and the 1940 Act. Portfolio Fund general partners, Portfolio Managers, directors, their affiliates and their respective
owners, employees, officers and agents (Covered Persons), will generally not be liable to the Portfolio Fund or any investor in a
Portfolio Fund for any act or omission taken, suffered or made by such Covered Person, except for certain specified conduct, which
generally includes acts exhibiting bad faith, gross negligence or willful misfeasance (Disabling Conduct). Portfolio Funds will
generally indemnify each Covered Person against all claims, damages, liabilities, costs and expenses, including legal fees, to which such
Covered Person may be or become subject relating to or arising out of the activities of a Portfolio Fund, or otherwise relating to or
arising out of the Portfolio Funds organizational documents that took place during the time such Covered Person was a director,
officer, partner, member, manager, employee or shareholder of the Portfolio Fund, except to the extent that such claims, damages,
liabilities, costs or expenses resulted from such persons own Disabling Conduct. The investors in a Portfolio Fund ultimately bear the
cost of such indemnification.
In general, an investor in a Portfolio Fund is directly liable to the Portfolio Fund for amounts owed pursuant to indemnification
obligations in a subscription agreement. The potential liability pursuant to such indemnification may exceed an investors investment in
a Portfolio Fund. For other matters, an investor in a Portfolio Fund, such as the Master Fund, solely by reason of being an investor in a
Portfolio Fund, is liable for debts and obligations of the Portfolio Fund only to the extent of its interest in the Portfolio Fund, its
obligation to return funds wrongfully distributed to it and its obligation to make payments pursuant to the next sentence. In order to
meet a particular debt or obligation, an investor or former investor may be required to make additional
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contributions or payments up to, but in no event in excess of, the aggregate amount of returns of capital and other amounts actually
received by it from the Portfolio Fund during or after the fiscal year to which such debt or obligation is attributable; provided, that any
such additional contributions will generally be made by such investors or former investors, as applicable, on a pro rata basis. See Risk
FactorsRisks Related to the Investment Activities of Portfolio Funds, the Fund and the Master FundIndemnification of Portfolio
Funds.
Exchange Traded Funds
The Master Fund and Portfolio Funds may purchase and sell shares of exchange-traded funds (ETFs), which are a type of
investment company or fund the shares of which are bought and sold on a securities exchange. An ETF generally represents a fixed
portfolio of securities, derivative instruments, currencies or commodities. The Master Fund or a Portfolio Fund could purchase an ETF
to gain exposure to a portion of the U.S. or a foreign market, or to a commodity or basket of commodities, or to hedge other
investments. The risks of owning an ETF generally reflect the risks of owning the underlying securities or commodities they are
designed to track. ETFs also have management fees and operating expenses that increase their costs. As a direct shareholder of an ETF,
the Master Fund would bear its pro rata portion of the ETFs expenses, including advisory fees. Similarly, a Portfolio Fund investing in
ETFs also would bear its pro rata portion of the ETFs expenses, including advisory fees, which the Master Fund indirectly would bear
by investing in the Portfolio Fund. These expenses would be in addition to the fees and other expenses that the Master Fund or the
Portfolio Fund bears directly in connection with their own operations.
Other Investments
Although the assets of the Master Fund generally will only consist of securities issued by the Portfolio Funds and cash and cash
equivalents, the Master Fund may also invest directly in government securities, exchange traded funds, registered investment companies
and certain derivative instruments (including forward contracts and swaps). These investments, while not anticipated to represent a
substantial portion of the Master Funds assets, could at times be significant. For further information related to investments in derivative
instruments see Risk FactorsRisks Related to the Investment Activities of Portfolio Funds, the Fund and the Master FundUse of
Options and Other Derivatives.
Cayman Islands Subsidiary of the Master Fund
The Master Fund, through a wholly owned subsidiary organized in the Cayman Islands, may invest in certain commodities, such
as gold, and other commodity-related investments. The Master Fund will not invest more than 25% of its managed assets through a
Cayman Islands subsidiary. LMPFA will serve as the investment adviser and the Sub-Adviser will serve as the sub-adviser to such
subsidiary. In addition, the Master Fund will look-through such subsidiary for purposes of determining compliance with the Master
Funds investment restrictions (including its restriction related to the use of leverage), compliance policies and procedures and
applicable custody rules. The financial statements of the subsidiary will be consolidated with the Master Funds financial statements in
the Master Funds Annual and Semi-Annual Reports. The subsidiary is controlled by the Master Funds Board of Trustees.
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PORTFOLIO CONSTRUCTION AND PROCESS
General. The Sub-Adviser allocates the Master Funds assets among Portfolio Funds and Portfolio Managers using its diverse
knowledge and experiences to assess the capabilities of the Portfolio Managers and to determine what it believes to be an appropriate
mix of investment strategies, asset classes, sectors and styles given the prevailing economic and investment environment. The Portfolio
Funds in which, and Portfolio Managers with which, the Master Fund invests may pursue various investment strategies and are subject
to special risks.
The Sub-Adviser was a pioneer in multi-manager, multi-strategy alternative investments, launching its first fund of hedge funds in
1973, and today manages a range of region and strategy focused multi-manager and single-manager portfolios, as well as investorspecific portfolios.
The Sub-Advisers diverse knowledge and experience in hedge fund strategy selection includes: (1) long-term experience
constructing diversified hedge fund portfolios on a global basis over many market cycles; (2) the ability to synthesize the views of the
underlying Portfolio Managers with whom the Sub-Adviser invests; and (3) quantitative tools to model portfolio exposure to market
factors.
The four senior members of the Sub-Advisers Investment Committee (as defined below) have worked together for approximately
20 years and have a combined 90 years of experience in financial services. They have invested in many different market cycles and have
identified and invested with a diverse group of hedge fund managers. The Sub-Adviser has substantial international research coverage
of the hedge fund community. This breadth of research capability allows for a broad asset allocation perspective, which generally covers
the breadth of strategies and investment objectives.
The Sub-Adviser has a long held philosophy of depth and liquid investing, with a concentration on global long/short, global macro
and global credit, where assets are priced on a mark-to-market basis, rather than the more leveraged and complex mark-to-model
strategies. Longstanding relationships with a diverse group of hedge fund managers bring together views from investment professionals
across a wide range of disciplines and investment strategies. This input is distilled to help formulate the Sub-Advisers own top-down
views. The Sub-Advisers risk models help identify portfolio exposures to market factors and how these are changing over time. The
Sub-Adviser monitors and modifies its investments using these risk models.
Process of Portfolio Construction. The Sub-Adviser generally intends to employ a multi-step process in structuring and monitoring
the Master Funds portfolio. The Sub-Adviser generally employs the following steps, although the steps may be conducted in any order:


Idea Generation



Due Diligence



Portfolio Monitoring



Investment Strategy Allocation



Allocations to Portfolio Managers and Portfolio Funds

Idea Generation
The Sub-Adviser has extensive networks in the global investment community and excellent access to a wealth of Portfolio
Managers through its three decades of experience and existing relationships. The Sub-Advisers access is facilitated by long-term
relationships with leading Portfolio Managers and information from various affiliates.
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Due Diligence
Each year the Sub-Adviser performs preliminary reviews on approximately 1,500 managers and has face-to-face meetings with
approximately 500 managers, of which 150 are new manager meetings. At these meetings, the managers performance, investment
strategy, risk management, assets under management, employee backgrounds, corporate structure and outlook are reviewed. A
proprietary report is then created that contains all manager material obtained or created during the review.
If a managers strategy and objective are aligned with the Sub-Advisers requirements, that manager is then placed on the actively
monitored list and internal due diligence is performed. Should the manager pass this stage, a portfolio manager of the Sub-Adviser will
then present the findings to the entire investment team with his or her recommendations, including an overview of fact-checks, reference
checks, financial statement reviews and due diligence reports. The final decision on manager selection is made by consensus. The
Investment Committee of the Sub-Adviser can veto a manager at any stage during the review process.
Quantitative and qualitative factors are both important parts of the Sub-Advisers due diligence process. The Sub-Adviser
performs historical product analyses over multiple time periods and attends multiple interviews with representatives from the managers
investment and operations teams. In performing the due diligence, the Sub-Adviser seeks to understand all sources of business risk.
On a quantitative basis, the Sub-Adviser examines monthly return patterns, standard deviations, length and size of drawdowns,
downside deviation and performance during periods of stress. The Sub-Adviser also looks for systematic risk factors that can explain
the returns. All analyses are applied to both the raw returns and to the de-smoothed returns. This seeks to account for potential serial
correlation, as many Portfolio Fund returns, especially those that employ arbitrage strategies, have high levels of autocorrelation that
cause volatility and systematic risk to be underestimated.
When analyzing historical information, the Sub-Adviser also focuses on the quality of the returns, taking into account the assets
managed, leverage employed, market environment and the breadth of the returns, i.e., did the gains (or losses) come from only one
good (or bad) trade.
While quantitative factors are an important input for manager selection, most investment decisions are made on the margin.
Virtually every manager that the Sub-Adviser meets has what appears to be a very compelling statistical record, so the final decision
also becomes a qualitative one.
Internal due diligence on all prospective and current managers includes, but is not limited to, the following:


Review of legal structure and documentation, financial statements, analysis of key ratios, site visits,



Media analysis: Review all coverage on underlying managers, and



Report on management structure, key personnel, strategy, investment process and risks

The Sub-Adviser has a dedicated operational due diligence team that seeks to identify and mitigate operational risks assumed
when allocating capital to external fund managers. As part of the due diligence process, the Sub-Adviser also has a technical due
diligence analyst who works closely with the operational due diligence team and evaluates disaster recovery programs and technical
infrastructure.
Portfolio Monitoring
The Sub-Adviser monitors the Portfolio Managers and Portfolio Funds on a frequent basis. This may include meetings with
Portfolio Managers personnel, interaction with individuals and firms in the industry and gathering of information and materials from
websites and other communications.
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Investment Strategy Allocation
The Sub-Adviser may establish certain target allocation for major regions and strategies based on its macroeconomic view of the
relevant markets. However, there are no minimum or maximum weightings to a strategy. Target allocations are continuously monitored
and reviewed by the Sub-Adviser and may be readjusted accordingly.
Allocations to Portfolio Managers and Portfolio Funds
The Sub-Adviser tends to allocate to Portfolio Managers and Portfolio Funds primarily through a bottom up approach. However,
the Sub-Adviser may utilize a top down view when evaluating and determining allocations. Allocations to Portfolio Managers and
Portfolio Funds are monitored and reviewed on an ongoing basis by the Sub-Adviser and may be readjusted accordingly.
LEVERAGE
Subject to limitations imposed by the 1940 Act, the Fund and Master Fund (as applicable) may borrow money from time to time.
The Fund and Master Fund (as applicable) currently intend to limit borrowings to those made (i) on a short-term basis and (ii) for the
purpose of (a) repurchasing shares of the Fund/Master Fund in the event that the Fund/Master Fund has no available cash or
immediately available liquid investments, (b) paying fees and expenses, (c) making any investments in Portfolio Funds prior to the
availability of cash or immediately available liquid investments (i.e., bridge financing for portfolio management purposes and not to
leverage investments) and/or (d) meeting distribution requirements for eligibility of the Fund/Master Fund to be treated as a regulated
investment company that would otherwise result in the liquidation of investments. Although LMPFA does not generally intend to
operate the Master Fund on a leveraged basis (including during its first year of operations), under some circumstances the Master Fund
could be leveraged for an extended period of time.
In addition, many Portfolio Managers with whom the Fund, through its investment in the Master Fund, invests utilize leveraging
and/or hedging techniques. The use of leveraging techniques, which may include borrowing on margin by the Portfolio Funds, may
increase the volatility of the value of the Funds Shares. The use of hedging techniques by the Portfolio Managers, which may include
the use of short sales, may reduce the potential loss resulting from a general market decline but may also restrain maximum capital
growth in times of a general market rise.
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RISK FACTORS
The Funds investment program is speculative and entails substantial risks. Investors should carefully consider the risks involved
in an investment in the Fund, including but not limited to those discussed below. Many of those risks are discussed elsewhere in this
Prospectus. Investors should consult their own legal, tax and financial advisers as to all these risks and an investment in the Fund
generally. Investors should only invest in the Fund as part of an overall investment strategy.
The risk factors generally fall into one of four broad categories:






Risks Related to an Investment in the Fund
Risks Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund
Regulatory Risks Associated with the Fund
Certain Tax Considerations with Respect to an Investment in the Fund

Risks Related to an Investment in the Fund
Investment in the Fund Is Not Suitable for All Investors. An investment in the Fund should be made only by investors who
understand the nature of the investment and do not require more than limited liquidity in this investment. An investor could incur
substantial, or even total, losses on an investment in the Fund. The Shares are only suitable for persons willing to accept this high level
of risk.
The Investment Program Is Speculative and Entails Substantial Risks. All securities investing and trading activities risk the loss of
capital. No assurance can be given that the Funds and the Master Funds investment objective will be achieved, that the performance
of the Fund and the Master Fund will be positive over any period of time, or that shareholders will not suffer losses. Many of the
Portfolio Funds may use leverage, engage in short sales and derivative transactions, maintain concentrated portfolios, invest in illiquid
securities or pursue other speculative and risky strategies. The Fund, through its investment in the Master Fund, may experience
significant losses from investing in Portfolio Funds that use such strategies. Moreover, there is no limit on the types of investments the
Portfolio Funds may make. As a result, the discussion in this Prospectus of potential investments that a Portfolio Fund may make cannot
be comprehensive. Investors should consider the possibility that the Portfolio Funds may make virtually any kind of investment, which
will subject investors to risks associated with such investments.
Non-diversification. As a non-diversified investment company, the Fund and the Master Fund are not subject to the percentage
limitations imposed by the 1940 Act on the portion of its assets that may be invested in the securities of any one issuer. As a result, the
investment portfolio of the Fund and the Master Fund may be subject to greater risk and volatility than if the portfolio were invested in
the securities of a broader range of issuers.
Lack of Cash Flow for Required Distributions. In order to qualify and to continue to qualify as a regulated investment company
under the Code, the Fund must distribute substantially all of its net investment income and capital gains to shareholders. The Funds
obligation to distribute its net income and capital gains to shareholders may force the Fund and the Master Fund to liquidate investments
at disadvantageous times. The requirement to make annual shareholder distributions may therefore inhibit the Funds ability to achieve
its investment objective. However, the Funds ability to make distributions in its own shares may limit the necessity to liquidate
investments and/or to borrow money to comply with the Funds obligation to distribute its net income and capital gains in cash.
Reliance upon the Sub-Adviser. The success of the Fund and the Master Fund depends on the ability of the Sub-Adviser, and
particularly on certain key employees of the Sub-Adviser, to develop investment strategies and select Portfolio Managers to achieve the
Funds and the Master Funds investment objective. The Funds and the Master Funds investment performance could be materially
adversely affected if any of such key employees were
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to die, become ill or disabled or otherwise cease to be involved in the active management of the business of the Funds portfolio. The
Sub-Adviser is subject to oversight by LMPFA and the Board of Trustees. As with any managed fund, the Sub-Adviser may not be
successful in selecting the best-performing Portfolio Funds or Portfolio Managers, and the Funds and the Master Funds performance
may lag behind that of similar investment vehicles as a result. The Sub-Adviser has limited experience in managing registered
investment companies. In addition to the Fund and the other funds in this master-feeder structure, the Sub-Adviser currently manages
one U.S. registered fund of funds. The Sub-Adviser has approximately 40 years of experience in managing funds of hedge funds that are
not registered as investment companies under U.S. law (although some are registered under the regulatory framework of foreign
jurisdictions, such as the Undertaking For Collective Investment in Transferable Securities (UCITS)).
General Economic and Market Conditions. The success of the Funds and the Master Funds activities may be affected by general
economic and market conditions, such as interest rates, availability of credit, inflation rates, economic uncertainty, changes in laws and
national and international political circumstances. These factors may affect the level and volatility of securities prices and the liquidity
of the Funds and the Master Fund investments and the Portfolio Funds investments. Unexpected volatility or illiquidity could impair
the Funds or the Master Funds profitability or result in losses.
Limited Operating History. The Fund and the Master Fund have limited operating histories upon which prospective investors can
evaluate potential performance. The past investment performance of other funds managed by LMPFA, the Sub-Adviser or of Portfolio
Managers with which the Fund invests or expects to invest may not be construed as an indication of the future results of an investment
in the Fund.
Conflicts of Interest. LMPFA and the Sub-Adviser may act as general partner and/or investment adviser to other entities with
investment objectives and strategies that overlap significantly with those of the Fund and the Master Fund and may direct investments in
which the Fund, through its investment in the Master Fund, would be interested to entities other than the Fund or the Master Fund; thus,
giving rise to conflicts of interest that may disadvantage the Fund. See Conflicts of Interest in the SAI.
Use of Leverage. The Fund and the Master Fund may, to the maximum extent permitted by the 1940 Act, borrow money for cash
management purposes, including but not limited to funding repurchases of Shares and for temporary investment purposes. Pursuant to
the 1940 Act, the Fund and the Master Fund generally may not borrow more than 33 1/3% of their respective net asset value (which
includes, for this purpose, the proceeds of such borrowing). The use of leverage can substantially increase the risks to which
investments in the Fund or the Master Fund are subject. The use of leverage increases the volatility of investment returns and subjects
shareholders to magnified losses if the return on the Funds or the Master Funds investments does not exceed the costs of the
borrowings or if investments decline in value. In addition, the Fund and the Master Fund are subject to the risk that the interest rates
payable on their borrowings may move in a way not anticipated, which may force the sale of Fund or Master Fund investments at a
disadvantageous time. If used, there is no assurance that the Funds or Master Funds leveraging strategies will be successful. Because
the fees received by LMPFA and the Sub-Adviser are based on the managed assets of the Fund or the Master Fund, as applicable,
(including assets attributable to any leverage that may be outstanding), LMPFA and the Sub-Adviser have a financial incentive to use
borrowings, which may create a conflict of interest between LMPFA and the Sub-Adviser on the one hand, and the Fund or the Master
Fund, on the other hand. The fees paid to LMPFA and the Sub-Adviser are based on the Funds or the Master Funds managed assets
because the investable assets are greater when leverage is incurred. The Funds incurrence of leverage is subject to Board oversight. As
a result of recent market events, the costs of leverage for funds similar to the Fund and the Master Fund have increased.
Valuation. The valuation of the Master Funds investments in the underlying Portfolio Funds is determined in accordance with the
Master Funds valuation procedures. The Master Fund anticipates that its Portfolio Fund investments will be fair valued under the
supervision of the Board of Trustees, primarily in reliance upon valuations supplied by the Portfolio Funds third party administrators.
In the event that a Portfolio Funds third party administrator does not report a month-end net asset value (an Underlying NAV) to the
Master Fund, on a
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timely basis, the Master Fund would determine the fair value of its investment in such Portfolio Fund based on a valuation report
provided by the Portfolio Fund, as well as any other relevant information available at the time the Master Fund values its portfolio.
Certain securities in which the Portfolio Funds invest may not have a readily ascertainable market price and are fair valued by the
Portfolio Managers and/or their administrators. A Portfolio Manager may face a conflict of interest in valuing such securities since their
values affect the Portfolio Managers compensation. However, neither the Sub-Adviser nor the Board of Trustees will be able to
independently confirm the accuracy of the net asset value of an underlying Portfolio Fund provided by the Portfolio Funds third party
administrator (which valuations are unaudited, except for year-end valuations).
Any valuations provided by the Portfolio Funds third party administrator upon which the Master Fund will calculate its net asset
value and net asset value per share may be subject to later adjustment based on valuation information reasonably available at such time.
For example, year-end net asset value calculations of the Portfolio Funds are audited by Portfolio Funds independent auditors and may
be revised as a result of such audits. Other adjustments may occur from time to time. See Determination of Net Asset Value.
Limited Liquidity. An investment in the Fund will have limited liquidity and is not suitable for an investor who needs liquidity. The
Fund is a closed-end management investment company designed primarily for long-term investment and is not intended to be a trading
vehicle. The Shares are not listed for trading on any securities exchange. There is no public market for the Shares and none is expected
to develop. The Shares therefore are not readily marketable and shareholders must be prepared to hold Shares for an indefinite period of
time. Because the Fund is a closed-end management investment company, Shares may not be redeemed on a frequent basis and may not
currently be exchanged for shares of any other fund.
Although the Fund expects to offer to repurchase Shares from shareholders from time to time, no assurance can be given that these
repurchases will occur as scheduled or at all. The Fund will conduct repurchase offers on a schedule and in amounts that will depend on
the Master Funds repurchase offers. The Master Fund may need to suspend or postpone repurchase offers if it is not able to dispose of
its interests in the Portfolio Funds in a timely manner. Some Portfolio Funds impose a lock-up on their investors precluding them from
redeeming their investments for a period of time. Portfolio Funds with lock-ups may, in some cases, allow investors to redeem their
investments during the lock-up period subject to a penalty. Additionally, Portfolio Funds typically hold back some percentage of full
redemptions until they complete their annual audits. Portfolio Funds generally have the right to suspend investor redemptions at their
discretion. Consequently, the Fund and the Master Fund may be highly illiquid. There may be times when the Sub-Adviser intends to
redeem the Master Funds investment with a Portfolio Fund, but cannot immediately do so even when other investors in the Portfolio
Fund are able to redeem. This could negatively impact the Fund and the Funds ability to conduct a repurchase, as well as the Master
Fund and the Master Funds ability to conduct a repurchase.
Even if the Fund makes a tender offer, there is no guarantee that shareholders will be able to sell all of the Shares that they desire
to sell in any particular tender offer. If a tender offer is oversubscribed by shareholders, the Fund will generally repurchase only a pro
rata portion of the Shares tendered by each shareholder. A large investor in the Fund seeking repurchase may cause a greater likelihood
of all shareholders seeking repurchase having their requests reduced pro rata. The potential for pro ration may cause some shareholders
to tender more Shares for repurchase than they otherwise would wish to have repurchased, which may adversely affect others wishing to
participate in the tender offer. In addition, in extreme cases, a Fund may not be able to complete repurchases if the Master Fund is
unable or unwilling to repurchase a portion of that Funds interest in the Master Fund due to the Master Funds inability to liquidate a
portion of its Portfolio Fund investments.
Subsidiary Risk. The Master Fund has a subsidiary organized in the Cayman Islands, through which the Master Fund may invest in
certain commodities, such as gold, and other commodity-related investments. It is not anticipated that the subsidiary will be registered
under the 1940 Act. As an investor in the subsidiary, the Master Fund would not have all of the protections offered to investors by the
1940 Act. However, the subsidiary is wholly-owned and controlled by the Master Funds Board of Trustees, managed by LMPFA and
subadvised by
43

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Permal. Therefore, the Master Funds ownership and control of the Subsidiary would make it unlikely that the subsidiary would take
actions contrary to the interests of the Master Fund or the Fund.]
Market Disruption and Geopolitical Risk. The aftermath of the wars in Iraq and Afghanistan, instability in the Middle East and
terrorist attacks in the United States and around the world may have a substantial impact on the U.S. and world economies and securities
markets. The nature, scope and duration of the military actions in Iraq and Afghanistan cannot be predicted with any certainty. Terrorist
attacks closed some of the U.S. securities markets in 2001, and similar events cannot be ruled out in the future. The wars and
occupations, terrorism and related geopolitical risks have led, and may in the future lead to, increased short-term market volatility and
may have adverse long-term effects on the U.S. and world economies and markets generally. These risks may adversely affect
individual issuers and securities markets, interest rates, secondary trading, ratings, investor psychology, credit risk, inflation and other
factors relating to the Shares.
Government Intervention in Financial Markets. The recent instability in the financial markets has led the U.S. government and
foreign governments to take a number of unprecedented actions designed to support certain financial institutions and segments of the
financial markets that have experienced extreme volatility, and in some cases a lack of liquidity. The impact of these measures is not yet
known and cannot be predicted. U.S. federal and state governments and foreign governments, their regulatory agencies or self
regulatory organizations may take additional actions that affect the regulation of the securities in which the Fund invests, or the issuers
of such securities, in ways that are unforeseeable. Legislation or regulation may also change the way in which the Fund or the Master
Fund are regulated. Such legislation or regulation could limit or preclude the Funds ability to achieve its investment objective. The
Sub-Adviser will monitor developments and seek to manage the Funds and the Master Funds portfolio in a manner consistent with
achieving the Funds and the Master Funds investment objective, but there can be no assurance that it will be successful in doing so.
Direct Investments of the Master Fund. In addition to investments in Portfolio Funds, the Master Fund may invest directly in
certain types of securities. The risks associated with investments in these securities are discussed below. See Risks Related to the
Investment Activities of Portfolio Funds, the Fund and the Master Fund.
Temporary Defensive Position. In an attempt to respond to adverse market, economic, political, or other conditions, the Fund and
the Master Fund may invest up to 100% of their assets in cash or cash equivalents, including securities of the U.S. government and its
agencies and instrumentalities, commercial paper, bank certificates of deposit or shares of money market funds. The Funds and the
Master Funds investments in foreign cash equivalents will be limited to those that, in the opinion of the Sub-Adviser, equate generally
to U.S. commercial paper and securities of the U.S. government and its agencies and instrumentalities. Investments in bank obligations
will be limited at the time of investment to the obligations of the 100 largest domestic banks, in terms of assets, that are subject to
regulatory supervision by the U.S. government or state governments, and the obligations of the 100 largest foreign banks, in terms of
assets, with branches or agencies in the United States. These investments may be inconsistent with the Funds and the Master Funds
investment objectives and may result in a loss of investment opportunity, which could in turn result in a lower return than would have
been obtained had the Fund or the Master Fund adhered to their standard investment policies.
Risks Related to the Investment Activities of Portfolio Funds, the Fund and the Master Fund
Dependence on Portfolio Funds. The assets of the Master Fund will be substantially invested in Portfolio Funds advised by
independent Portfolio Managers. The Funds performance depends upon the performance of the underlying Portfolio Funds, the
adherence of the Portfolio Funds to their selected strategies and the effectiveness of those strategies, the instruments used by the
Portfolio Funds and the Sub-Advisers ability to select Portfolio Funds and Portfolio Managers and effectively allocate the Master
Funds assets among them. The Portfolio Funds may trade in a broad spectrum of securities, financial instruments, currencies, and
market indices by means of direct purchases of securities, futures and forward contracts, and related options and cash contracts on
organized and over-the-counter markets.
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Indemnification of Portfolio Funds. The subscription agreement governing the terms of an investment in a Portfolio Fund
generally includes an indemnification by the investor to the Portfolio Fund for breaches of representations and warranties made by the
investor in the subscription agreement. The potential liability pursuant to such indemnification may exceed an investors investment in
a Portfolio Fund. Additionally, the governing documents of the Portfolio Funds in which the Fund, through its investment in the Master
Fund, will invest provide indemnification and/or exculpation for their general partners, Portfolio Managers, directors, their affiliates and
their respective owners, employees, officers and agents for liabilities and losses incurred or arising out of their performance of services,
except under certain circumstances. The economic risk to the Fund, through its investment in the Master Fund, of indemnifying a
Portfolio Fund may be greater in situations in which a Portfolio Fund has few investors or in which the Master Fund owns a significant
percentage of the economic interests in the Portfolio Fund. Furthermore, Portfolio Funds may enter into indemnification arrangements
and other arrangements with service providers and other parties that impose limitations on liability of such parties. In order to meet a
particular debt or obligation, an investor or former investor in a Portfolio Fund, such as the Master Fund, may be required to make
additional contributions or payments to such Portfolio Fund up to, but in no event in excess of, the aggregate amount of withdrawals and
distributions actually received by it from the Portfolio Fund during or after the fiscal year (or relevant portion thereof) to which such
debt or obligation is attributable.
Highly Volatile Markets. The prices of commodities contracts and all derivative instruments, including futures and options, can be
highly volatile. Price movements of forward, futures and other derivative contracts in which the assets of a Portfolio Fund or the Master
Fund may be invested are influenced by, among other things, interest rates, changing supply and demand relationships, trade, fiscal,
monetary and exchange control programs and policies of governments, and national and international political and economic events and
policies. In addition, governments from time to time intervene, directly and by regulation, in certain markets, particularly those in
currencies, financial instruments, futures and options. Such intervention often is intended to directly influence prices and may, together
with other factors, cause all of such markets to move rapidly in the same direction because of, among other things, interest rate
fluctuations. Portfolio Funds and the Master Fund are also subject to the risk of the failure of any exchanges on which their positions
trade or of the clearinghouses for those exchanges.
Fixed Income Securities. It is anticipated that Portfolio Funds will invest in fixed income securities, and therefore, may be exposed
to the risk of default by the issuers of such securities. Such defaults may result in delays in payment, or nonpayment, of interest or
principal. Furthermore, the price of fixed income securities also may fluctuate with changes in prevailing interest rates and/or in the
creditworthiness of the issuer; these fluctuations may result in a loss of capital.
Portfolio Funds may invest in non-investment grade debt securities (commonly referred to as junk bonds). Non-investment
grade debt securities generally offer a higher yield than that available from investment grade securities, but involve greater risk. The
returns of non-investment grade debt securities are also very sensitive to: (i) adverse changes in general economic conditions;
(ii) changes in the financial condition of their issuers; (iii) changes in interest rates; and (iv) changes in market liquidity. During periods
of economic downturns or rising interest rates, issuers of securities rated below investment grade may experience financial stress that
could adversely affect their ability to make payments of principal and interest and increase the possibility of default. In addition, the
market for lower grade debt securities may be thinner and less active than for higher grade debt securities. Non-investment grade debt
securities have historically experienced greater default rates than investment grade securities.
Fixed Income Arbitrage. Fixed income arbitrage strategies generally involve spreads between two or more positions. To the extent
the price relationships between such positions remain constant, no gain or loss on the position will occur. Such positions do, however,
entail a substantial risk that the price differential could change unfavorably, causing a loss to the spread position. Substantial risks are
involved in trading in U.S. and non-U.S. government securities, corporate securities, investment company securities, asset-backed
securities, commodity
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and financial futures, options, rate caps, rate swaps and the various other financial instruments and investments that fixed income
arbitrage strategies may trade. Substantial risks are also involved in borrowing and lending against such investments. The prices of these
investments can be volatile, market movements are difficult to predict, and financing sources and related interest and exchange rates are
subject to rapid change. Certain corporate and asset-backed securities may be subordinated (and thus exposed to the first level of default
risk) or otherwise subject to substantial credit risks. Government policies, especially those of the Federal Reserve Board and foreign
central banks, have profound effects on interest and exchange rates that, in turn, affect prices in areas of the investment and trading
activities of fixed income arbitrage strategies. Many other unforeseeable events, including actions by various government agencies and
domestic and international political events, may cause sharp market fluctuations.
Investment in Equity Securities; Undervalued Companies. Portfolio Funds investment portfolios may include long and short
positions in common stocks, preferred stocks and convertible securities of U.S. and non-U.S. issuers. Equity positions may be taken in
small and medium capitalization companies with limited operating histories and financial resources and small management groups.
Those stocks, particularly smaller-capitalization stocks, involve higher risks in some respects than do investments in stocks of larger
companies. For example, prices of small-capitalization and even medium-capitalization stocks are often more volatile than prices of
large-capitalization stocks and the risk of bankruptcy or insolvency of many smaller companies (with the attendant losses to investors) is
higher than for larger, blue-chip companies. In addition, due to thin trading in some small-capitalization stocks, an investment in
those stocks may be considered illiquid.
Equity securities fluctuate in value, often based on factors unrelated to the value of the issuer of the securities, and such
fluctuations can be pronounced. The level of volatility in portfolio holdings also may be increased to the extent the market moves in a
manner not anticipated by a Portfolio Manager. Additionally, certain of the Portfolio Managers may invest in securities that they
consider to be undervalued. These securities may be issued by companies in financial distress from which there can be no assurance that
they will recover. In the event of an economic downturn, many companies in turnaround situations are likely to fail, causing their
securities to become worthless.
Event-Driven Investments. Portfolio Funds may invest in companies involved in (or the target of) acquisition attempts or tender
offers or companies involved in work-outs, liquidations, spin-offs, reorganizations, bankruptcies and similar transactions. Likewise, a
Portfolio Funds investments may be in markets or companies in the midst of a period of economic or political instability. In any
investment opportunity involving these types of business enterprise, there exist a number of risks, such as the risk that the transaction in
which such business enterprise is involved either will be unsuccessful, take considerable time or will result in a distribution of cash or a
new security the value of which will be less than the purchase price to a Portfolio Fund of the security or other financial instrument in
respect of which such distribution is received. Similarly, if an anticipated transaction does not in fact occur, Portfolio Funds may be
required to sell its investment at a loss. Further, in any investment in an unstable political or economic environment, there exists the risk
of default as to debt securities and bankruptcy or insolvency with respect to equity securities. Because there is substantial uncertainty
concerning the outcome of transactions involving financially troubled companies or situations in which Portfolio Funds may invest,
there is a potential risk of loss by the Portfolio Fund of its entire investment in such companies.
Convertible Arbitrage. The success of the investment activities of a Portfolio Manager involved in convertible arbitrage will
depend on such Portfolio Managers ability to identify and exploit price discrepancies in the market. Identification and exploitation of
the market opportunities involve uncertainty. No assurance can be given that a Portfolio Manager will be able to locate investment
opportunities or to correctly exploit price discrepancies. A reduction in the pricing inefficiency of the markets in which such Portfolio
Manager will seek to invest will reduce the scope for the Portfolio Managers investment strategies. In the event that the perceived
mispricings underlying such Portfolio Managers positions fail to materialize as expected, the positions could incur a loss.
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The price of a convertible bond, like other bonds, changes inversely to changes in interest rates. Hence, increases in interest rates
could result in a loss on a position to the extent that the short stock position does not correspondingly depreciate in value. While
Portfolio Managers typically try to hedge interest rate risk via interest rate swaps and Treasuries, residual interest rate risk can adversely
impact the portfolio. The price of convertible bonds is also sensitive to the perceived credit quality of the issuer. Convertible securities
purchased by Portfolio Managers will decline in value if there is a deterioration in the perceived credit quality of the issuer or a
widening of credit spreads and this decline in value may not be offset by gains on the corresponding short equity position.
Convertible bond arbitrage portfolios are typically long volatility. This volatility risk is difficult to hedge since the strike price and
often the maturity of the implied option are unknowns. A decline in actual or implied stock volatility of the issuing companies can cause
premiums to contract on the convertible bonds. Convertible arbitrageurs are also exposed to liquidity risk in the form of short squeezes
in the underlying equities or due to widening bid/ask spreads in the convertible bonds. Liquidity risk often can be exacerbated by margin
calls since most arbitrageurs run leveraged portfolios. Convertible arbitrage strategies are also subject to risk due to inadequate or
misleading disclosure concerning the securities involved. There have been cases where final prospectuses are different from drafts and
important clauses are misinterpreted, both leading to significant losses for arbitrageurs. Also, in the absence of anti-dilution provisions
in a convertible security, losses could occur in the event the underlying stock is split, additional securities are issued, a stock dividend is
declared or the issuer enters into another transaction which increases its outstanding securities.
Foreign Investments. Portfolio Funds investment portfolios may include non-U.S. securities. To the extent a Portfolio Fund
invests in securities in markets outside the U.S. or denominated in currencies other than U.S. dollars, the Fund, through its investment in
the Master Fund, will be subject to certain risks not typically associated with investing in the United States. There is no limit on the
percentage of the Funds or the Master Funds assets that may be invested directly or indirectly in securities of non-U.S. issuers. These
risks include unfavorable changes in currency exchange rates, restrictions on repatriation of investment income and capital, imposition
of exchange control regulation by the U.S. or foreign governments, certain foreign or U.S. taxes, and economic or political instability or
disruptions in foreign countries. Further, Portfolio Managers may have access to less information about some non-U.S. companies than
they would have about comparable U.S. companies, and financial information may not be subject to standards comparable to those
imposed on companies traded in U.S. markets, making the bases for investment decisions less dependable. Some Portfolio Managers
may be constituted and domiciled in jurisdictions where there is no regulatory oversight of their activities and limited or no investor
protection laws. In managing the investments of a Portfolio Fund, Portfolio Managers may trade on exchanges and markets that are less
regulated than those in the United States. For example, certain exchanges may not provide the same assurances of the integrity
(financial or otherwise) of a market-place and its participants as do U.S. exchanges. Further, trading on certain exchanges may be
conducted in a manner such that all participants are not afforded an equal opportunity to execute certain trades and may also be subject
to a variety of political influences and the possibility of direct government intervention. The Portfolio Funds may invest a substantial
portion of their assets in securities of non-U.S. issuers and the governments of non-U.S. countries. These investments involve special
risks not usually associated with investing in securities of U.S. companies or the U.S. government, including, but not limited to, political
and economic considerations, such as greater risks of expropriation and nationalization, confiscatory taxation, the potential difficulty of
repatriating funds, general social, political and economic instability and adverse diplomatic developments, and reduced liquidity.
Continuing uncertainty as to the status of the Euro and the European Monetary Union (the EMU) has created significant volatility in
currency and financial markets generally. Any partial or complete dissolution of the EMU could have significant adverse effects on
currency and financial markets, and on the values of the Master Funds investments.
Use of Options and Other Derivatives. Certain of the Portfolio Managers may engage in a substantial amount of options trading,
both for speculative and for hedging purposes. There are risks associated with the sale and purchase of call and put options. The seller
(writer) of a call option which is covered (e.g., the writer holds the underlying security) assumes the risk of a decline in the market price
of the underlying security below the
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purchase price of the underlying security less the premium received, and gives up the opportunity for gain on the underlying security
above the exercise price of the option. The seller of an uncovered call option assumes the risk of a theoretically unlimited increase in the
market price of the underlying security above the exercise price of the option. The securities necessary to satisfy the exercise of the call
option may be unavailable for purchase except at much higher prices. Purchasing securities to satisfy the exercise of the call option can
itself cause the price of the securities to rise further, sometimes by a significant amount, thereby exacerbating the loss. The buyer of a
call option assumes the risk of losing its entire investment in the call option. The seller (writer) of a put option which is covered (e.g.,
the writer has a short position in the underlying security) assumes the risk of an increase in the market price of the underlying security
above the sales price (in establishing the short position) of the underlying security plus the premium received, and gives up the
opportunity for gain on the underlying security below the exercise price of the option. The seller of an uncovered put option assumes the
risk of a decline in the market price of the underlying security below the exercise price of the option. The buyer of a put option assumes
the risk of losing his entire investment in the put option.
Options trading also involves certain risks which trading in the underlying securities alone does not. For example, interest rates
and market volatility affect option values, and options have limited life spans and may expire worthless despite the underlying position
becoming profitable soon thereafter.
Certain of the Portfolio Managers make extensive use of other types of derivatives in their trading. There is no limit on the
exposure to derivative instruments an individual Portfolio Fund may undertake. Derivatives often carry a high degree of embedded
leverage and, consequently, are highly price sensitive to changes in interest rates, government policies, economic forecasts and other
factors which generally have a much less direct impact on the price levels of the underlying instruments. Derivative instruments may be
subject to various types of risks, including market risk, liquidity risk, the risk of non-performance by the counterparty (including risks
relating to the financial soundness and creditworthiness of the counterparty), legal risk and operations risk. The Sub-Adviser, on behalf
of the Master Fund, and Portfolio Managers on behalf of Portfolio Funds, may consider it appropriate, subject to applicable regulations
and restrictions, to utilize forward and futures contracts, options, swaps, other derivative instruments, short sales, margin and other
forms of leverage in their investment programs. Such investment techniques can substantially increase the adverse impact of investment
risks to which the Master Funds investment portfolio may be subject.
Hedging Transactions. The Portfolio Managers of the Portfolio Funds may utilize a variety of financial instruments, such as
derivatives, options, interest rate swaps, caps and floors, futures and forward contracts to seek to hedge against declines in the values of
their portfolio positions as a result of changes in currency exchange rates, certain changes in the equity markets and market interest rates
and other events. Hedging transactions may also limit the opportunity for gain if the value of the hedged portfolio positions should
increase, it may not be possible for the Portfolio Managers to hedge against a change or event at a price sufficient to fully protect a
Portfolio Funds assets from the decline in value of the portfolio positions anticipated as a result of such change. In addition, it may not
be possible to hedge against certain changes or events at all. While a Portfolio Manager may enter into such transactions to seek to
reduce currency exchange rate and interest rate risks, or the risks of a decline in the equity markets generally or one or more sectors of
the equity markets in particular, or the risks posed by the occurrence of certain other events, unanticipated changes in currency or
interest rates or increases or smaller than expected decreases in the equity markets or sectors being hedged or the non-occurrence of
other events being hedged may result in a poorer overall performance for the Fund than if the Portfolio Manager had not engaged in any
such hedging transaction. In addition, the degree of correlation between price movements of the instruments used in a hedging strategy
and price movements in the portfolio position being hedged may vary. Moreover, for a variety of reasons, the Portfolio Managers may
not seek to establish a perfect correlation between such hedging instruments and the portfolio positions being hedged. Such imperfect
correlation may prevent the Portfolio Managers from achieving the intended hedge or expose the Fund, through its investment in the
Master Fund, to additional risk of loss.
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Foreign Currency Transactions. Foreign currency transactions are entered into for the purpose of hedging against foreign
exchange risk arising from the Portfolio Funds investment or anticipated investment in securities denominated in foreign currencies. A
Portfolio Fund also may enter into these contracts for purposes of increasing exposure to a foreign currency or to shift exposure to
foreign currency fluctuations from one country to another. Foreign currency transactions include the purchase of foreign currency on a
spot (or cash) basis, contracts to purchase or sell foreign currencies at a future date (forward contracts), the purchase and sale of foreign
currency futures contracts, and the purchase of exchange traded and over-the-counter call and put options on foreign currency futures
contracts and on foreign currencies.
These hedging transactions do not eliminate fluctuations in the underlying prices of the securities which the Portfolio Fund owns
or intends to purchase or sell. They simply establish a rate of exchange which can be achieved at some future point in time.
Foreign currency exchange rates may fluctuate significantly over short periods of time. A forward foreign currency exchange
contract reduces the Portfolio Funds exposure to changes in the value of the currency it will deliver and increases its exposure to
changes in the value of the currency, it will receive. Contracts to sell foreign currency will limit any potential gain which might be
realized by the Portfolio Fund if the value of the hedged currency increases. In the case of forward contracts entered into for the purpose
of increasing return, the Portfolio Fund may sustain losses which will reduce its gross income. Forward foreign currency exchange
contracts also involve the risk that the counterparty to the contract may fail to perform its obligations to the Portfolio Fund. The
purchase and sale of foreign currency futures contracts and the purchase of call and put options on foreign currency futures contracts
and on foreign currencies involve certain risks associated with derivatives.
Investment in Gold. The Master Fund, including through its subsidiary organized in the Cayman Islands, may invest in
commodities, such as gold, and other commodity-related investments. The Master Fund may also invest in gold through ETFs.
Investments related to gold are considered speculative. The price of gold can fluctuate widely and be affected by numerous factors
beyond the Master Funds control including; global or regional political, economic or financial events and situations; investors
expectations with respect to the future rates of inflation and movements in world equity, financial and property markets; global supply
and demand for gold, which is influenced by such factors as mine production and net forward selling activities by gold producers,
central bank purchases and sales, jewelry demand and the supply of recycled jewelry, net investment demand and industrial demand, net
of recycling; interest rates and currency exchange rates, particularly the strength of and confidence in the U.S. dollar; and investment
and trading activities of Portfolio Funds, commodity funds and other speculators.
The possibility of large-scale distress sales of gold in times of crisis may have a short-term negative impact on the price of gold
and adversely affect the Fund, through its investment in the Master Fund. For example, economic, political or social conditions or
pressures may require central banks, other governmental agencies and multi-lateral institutions that buy, sell and hold gold as part of
their reserve assets, to liquidate their gold assets all at once or in an uncoordinated manner. The demand for gold might not be sufficient
to accommodate the sudden increase in the supply of gold to the market.
Counterparty Credit Risk. Many of the markets in which the Portfolio Funds effect their transactions are over-the-counter or
inter-dealer markets. The participants in these markets are typically not subject to credit evaluation and regulatory oversight as are
members of exchange-based markets. To the extent a Portfolio Fund invests in swaps, derivative or synthetic instruments, or other
over-the-counter transactions on these markets, it is assuming a credit risk with regard to parties with whom it trades and may also bear
the risk of settlement default. These risks may differ materially from those associated with transactions effected on an exchange, which
generally are backed by clearing organization guarantees, daily marking-to-market and settlement, and segregation and minimum capital
requirements applicable to intermediaries.
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Transactions entered into directly between two counterparties generally do not benefit from such protections. This exposes a
Portfolio Fund to the risk that counterparty will not settle a transaction in accordance with its terms and conditions because of a dispute
over the terms of the contract (whether or not bona fide) or because of a credit or liquidity problem, thus causing the Portfolio Fund to
suffer a loss. Such counterparty risk is accentuated in the case of contracts with longer maturities where events may intervene to prevent
settlement, or where a Portfolio Fund has concentrated its transactions with a single or small group of counterparties. Portfolio Funds
are not restricted from dealing with any particular counterparty or from concentrating any or all of their transactions with one
counterparty. The ability of Portfolio Funds to transact business with any one or number of counterparties, the lack of any independent
evaluation of such counterparties financial capabilities and the absence of a regulated market to facilitate settlement may increase the
potential for losses by the Fund, through its investment in the Master Fund.
Distressed Securities. Certain of the companies in whose securities the Portfolio Funds may invest may be in transition, out of
favor, financially leveraged or troubled, or potentially troubled, and may be or have recently been involved in major strategic actions,
restructurings, bankruptcy, reorganization or liquidation. These characteristics of such companies can cause their securities to be
particularly risky. Such securities may be considered speculative, and the ability of the companies to pay their debts on schedule could
be affected by adverse interest rate movements, changes in the general economic climate, economic factors affecting a particular
industry or specific developments within the companies. A Portfolio Funds investment in any instrument is subject to no minimum
credit standard, and a significant portion of the obligations and preferred stock in which a Portfolio Fund may invest may be less than
investment grade (commonly referred to as junk bonds), which may result in the Portfolio Fund experiencing greater losses than it
would incur if investing in higher rated instruments. During periods of economic downturns or rising interest rates, issuers of securities
rated below investment grade may experience financial stress that could adversely affect their ability to make payments of principal and
interest and increase the possibility of default.
Asset-Backed Securities. Portfolio Funds may invest in asset-backed securities (ABS). The risks associated with ABS include:
(1) credit risk associated with the performance of the underlying collateral; (2) adverse changes in economic conditions and
circumstances; (3) prepayment risk, which can lead to significant fluctuations in the value of the ABS; (4) loss of all or part of the
premium, if any, paid; and (5) decline in the market value of the security, whether resulting from changes in interest rates, prepayments
on the underlying collateral or perceptions of the credit risk associated with the underlying collateral.
Short Selling. Portfolio Funds may engage in short-selling. A short sale is effected by selling a security which the seller does not
own or, if the seller does own the security, is not to be delivered upon consummation of the sale. Short sales can, in some circumstances,
substantially increase the impact of adverse price movements in the portfolio of a Portfolio Fund. A short sale creates the risk of a
theoretically unlimited loss, in that the price of the underlying security could theoretically increase without limit, thus increasing the
cost to the Portfolio Fund of buying securities to cover the short position.
Portfolio Funds may also effect short sales against the box. These transactions involve selling short securities the Portfolio Fund
owns (or has the right to obtain). When a Portfolio Fund enters into a short sale against the box, it will set aside securities equivalent in
kind and amount to the securities sold short (or securities convertible or exchangeable into such securities) and will hold such securities
while the short sale is outstanding. Portfolio Funds will incur transaction costs, including interest expenses, in connection with opening,
maintaining and closing short sales against the box.
Trading Forward Contracts. Portfolio Funds may trade forward contracts in certain commodities or assets with U.S. and non-U.S.
banks and dealers. A forward contract is a contractual obligation to purchase or sell a specified quantity of a commodity or asset at or
before a specified date in the future at a specified price. Forward markets, including foreign currency markets, offer less protection
against defaults in trading than is available when trading occurs on an exchange. Forward contracts are not guaranteed by an exchange
or clearing house, and
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therefore a non-settlement or default on a contract would deprive the Fund, or a Portfolio Fund, that trades forward contracts of
unrealized profits or force it to cover its commitment to purchase and resale, if any, at the current market price.
Additional risks of the forward markets include: (i) the forward markets are generally not regulated by any U.S. or non-U.S.
governmental or regulatory authorities; (ii) there are generally no limitations on forward transactions, although the counterparties with
which the Fund or a Portfolio Fund may deal may limit the size or duration of positions available as a consequence of credit
considerations; (iii) participants in the forward markets are not required to make continuous markets in forward contracts; and (iv) the
forward markets are principals markets in which performance with respect to a forward contract is the responsibility only of the
counterparty with which the trader has entered into a contract (or its guarantor, if any), and not of any exchange or clearing house. As a
result, if a Portfolio Fund trades forward contracts, it will be subject to the risk of inability or refusal to perform with respect to such
contracts on the part of the counterparties with which it trades.
Futures. Portfolio Managers may engage in futures transactions as part of their investment strategy. Although often utilized to
hedge investments, these are highly specialized transactions that entail greater than ordinary investment risks. These instruments are
highly volatile and expose investors to a high risk of loss. The low initial margin deposits normally required to establish a futures
position permit a high degree of leverage. As a result, a relatively small movement in the price of a futures contract may result in a
profit or loss that is high in proportion to the amount of funds actually placed as initial margin, and may result in unquantifiable further
loss exceeding any margin deposited.
Restricted and Illiquid Securities. Portfolio Funds may invest in restricted securities and other investments which are illiquid.
Restricted securities are securities that may not be sold to the public without an effective registration statement under the 1933 Act, or, if
they are unregistered, may be sold only in a privately negotiated transaction or pursuant to an exemption from registration. The market
prices, if any, for illiquid securities tend to be volatile and a Portfolio Fund may not be able to sell them when it desires to do so or to
realize what it perceives to be their fair value in the event of a sale.
Where registration is required to sell a security, a Portfolio Fund may be obligated to pay all or part of the registration expenses,
and a considerable period may elapse between the decision to sell and the time the Portfolio Fund may be permitted to sell a security
under an effective registration statement. If, during such period, adverse market conditions were to develop, a Portfolio Fund might
obtain a less favorable price than prevailed when it decided to sell. Portfolio Funds may be unable to sell restricted and other illiquid
securities at the most opportune times or at prices approximating the value at which they purchased such securities.
Exchange-Traded Funds. The Portfolio Funds may purchase and sell shares of ETFs, which are a type of company bought and sold
on a securities exchange. An ETF represents a fixed portfolio of securities typically designed to track a particular market index. A fund
could purchase an ETF to temporarily gain exposure to a portion of the U.S. or a foreign market or to hedge other investments. The risks
of owning an ETF generally reflect the risks of owning the underlying securities they are designed to track, although lack of liquidity in
an ETF could result in it being more volatile. ETFs also have management fees that increase their costs. As a shareholder of an ETF
directly, the Fund or the Master Fund would bear its pro rata portion of the ETFs expenses, including advisory fees. Similarly, a
Portfolio Fund investing in ETFs also would bear its pro rata portion of the ETFs expenses, including advisory fees, which the Fund,
through its investment in the Master Fund, indirectly would bear by investing in the Portfolio Fund. These expenses would be in
addition to the fees and other expenses that the Fund, the Master Fund or Portfolio Fund bears directly in connection with its own
operations.
Use of Leverage. Portfolio Funds may utilize leverage in their investment programs, subject to the restrictions (if any) set forth in
their documentation. Such leverage may take the form of loans for borrowed money, trading on margin or other forms of direct and
indirect borrowings, or the use of derivative instruments,
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including, among others, forward contracts, futures contracts, options, swaps and reverse repurchase agreements, and other instruments
and transactions that are inherently leveraged. The utilization of leverage by the Portfolio Funds in which the Fund, through its
investment in the Master Fund, invests will increase the volatility of the Funds investments. Portfolio Funds will not be subject to 1940
Act restrictions on the incurrence of indebtedness. There may be no limit on the amount of leverage an individual Portfolio Fund may
utilize. Such leverage increases both the possibilities for profit and the risk of loss. Borrowings will usually be from securities brokers
and dealers and will typically be secured by the Portfolio Funds securities and other assets. Under certain circumstances, such a brokerdealer may demand an increase in the collateral that secures the obligations, and if the Portfolio Fund were unable to provide additional
collateral, the broker-dealer could liquidate assets held in the account to satisfy the obligation to the broker-dealer. Liquidation in that
manner could have extremely adverse consequences. In addition, the amount of the borrowings in a Portfolio Fund and the interest rates
on those borrowings, which will fluctuate, will have a significant effect on the Funds and the Master Funds profitability.
Short-term margin borrowings by Portfolio Funds result in certain additional risks. For example, should the securities that are
pledged to brokers to secure margin accounts decline in value, or should brokers from which the Portfolio Funds have borrowed
increase their maintenance margin requirements (i.e., reduce the percentage of a position that can be financed), then the Portfolio Funds
could be subject to a margin call, pursuant to which they would either have to deposit additional funds with the broker or suffer
mandatory liquidation of the pledged securities to compensate for the decline in value. In the event of a precipitous drop in the value of
the assets of a Portfolio Fund, it might not be able to liquidate assets quickly enough to pay off the margin debt and might suffer
mandatory liquidation of positions in a declining market at relatively low prices, thereby incurring substantial losses. For these reasons,
the use of borrowings for investment purposes is considered a speculative investment practice.
Portfolio Managers may face a potential conflict of interest in choosing to increase the leverage used by a Portfolio Fund, since the
use of greater leverage may increase a Portfolio Managers compensation.
Financing Arrangements. As a general matter, the banks and dealers that provide financing to Portfolio Funds have considerable
discretion in setting and changing their margin, haircut, financing, and collateral valuation policies. Changes by banks and dealers in
any of the foregoing policies may result in large margin calls, loss of financing and forced liquidations of positions at disadvantageous
prices. There can be no assurance that any particular Portfolio Fund will be able to secure or maintain adequate financing, without
which an investment in such Portfolio Fund may not be a viable investment.
Securities Lending. Some or all of the Portfolio Funds may lend securities from their portfolios to brokers, dealers, and other
financial institutions needing to borrow securities to complete certain transactions. The lending portfolio continues to be entitled to
payments of amounts equal to the interest, dividends, or other distributions payable on the loaned securities, as well as interest on the
investment of any collateral or a fee from the borrower. Portfolio Funds may not be subject to the same borrowing limitations that apply
to registered investment companies. The risks in lending portfolio securities, as with other extensions of secured credit, consist of
possible delay in receiving additional collateral or in the recovery of the securities or possible loss of rights in the collateral should the
borrower fail financially.
Concentration of Investments. Neither the Fund nor the Master Fund is limited in the amount of assets that can be allocated to any
single investment style or technique. The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at
the time of investment) in any one Portfolio Fund. However, the underlying Portfolio Funds may not be subject to any limits on the
amount of assets that can be invested in any single industry, sector or investment style or technique, subjecting the Portfolio Funds to
greater risk and volatility than if investments had been more widely diversified.
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Multi-Manager Strategy. In order to diversify among trading methods and markets, the Sub-Adviser will select a number of
Portfolio Managers. Portfolio Managers make investment decisions independent of the Sub-Adviser and each other. Portfolio Funds
may thus compete with each other from time to time for the same positions in the markets. Conversely, a Portfolio Fund could hold from
time to time opposite positions in the same security as held by other Portfolio Funds. Each such position could cause the Master Fund,
through a Portfolio Fund, transactional expenses but might not generate any recognized gain or loss. There is no assurance that selection
of multiple Portfolio Managers will be more successful than selection of a single Portfolio Manager. The Sub-Adviser may reallocate
the Master Funds assets among the Portfolio Funds at any time. Any such reallocation could adversely affect the performance of the
Fund, through its investment in the Master Fund, or of any one Portfolio Fund.
Summing of Fees. Investments in Portfolio Funds will result in a summing of fees and expenses in that a shareholder of the Fund
must bear not only the fees, administrative expenses and other costs of the Master Fund, but also, to the extent of the Master Funds
investment in Portfolio Funds, a portion of the fees, administrative expenses and other costs of such Portfolio Funds. The Master Fund
will invest in a number of Portfolio Funds, resulting in investment related expenses that may be higher than if the Master Fund invested
in only one Portfolio Fund. Fixed fees payable to the Portfolio Managers of Portfolio Funds generally range from 1% to 3%
(annualized) of the value of the Master Funds investment, and incentive allocations or fees will generally range from 15% to 25% of a
Portfolio Funds net profits or performance. The Master Fund may be obligated to pay or bear a portion of incentive fees based on
individual Portfolio Managers and Portfolio Funds performances even if the Master Fund as a whole generated no net trading profits
or lost money during a particular period.
Brokerage Commissions/Transaction Costs. Certain of the Portfolio Managers with whom the Fund, through its investment in the
Master Fund, may invest engage in a high level of trading, and the turnover of the portfolios they manage may generate substantial
brokerage and/or other transaction costs. These costs will be borne by the Master Fund, in whole or in part, regardless of the
profitability of such trading activity. High portfolio turnover rates can also have adverse tax consequences to investors. In addition, the
redemption or withdrawal of the Funds investment in a Portfolio Fund could involve expenses to the Fund under the terms of the
Master Funds investment.
Consequences of Performance Fees. Performance fees or incentive allocations payable to Portfolio Managers could encourage the
Portfolio Manager to make investments on behalf of a Portfolio Fund that are riskier or more speculative than the Portfolio Manager
would if it were receiving only a fixed fee.
Portfolio Funds Transactions with Affiliates. The 1940 Act sets forth limitations on a registered funds ability to conduct
transactions with affiliates. These limitations, set forth under Section 17 of the 1940 Act, include restrictions on the sale of securities
and other transactions between a registered fund and an affiliate or an affiliate of an affiliate. Such restrictions do not apply to Portfolio
Funds. As a result, Portfolio Funds may engage in transactions with affiliates, to the potential detriment of investors, including the
Master Fund.
Illiquidity of Investments in Portfolio Funds. The Master Funds investments in the underlying Portfolio Funds generally will be
illiquid and generally may not be transferred without the consent of the Portfolio Fund and without complying with cumbersome
procedures. The Master Fund may be unable to redeem or withdraw its investment in an underlying Portfolio Fund when desired (and
therefore incur losses), or may be required to sell the investment regardless of whether it desires to do so.
In general, interests in the Portfolio Funds are not freely tradable and/or have substantial restrictions and no active trading market.
Portfolio Funds generally permit redemptions or withdrawals only at infrequent intervals, and in some cases only up to a specified
percentage of assets. Portfolio Funds may permit or require that redemptions or withdrawals of shares be made in kind. Upon its
withdrawal of all or a portion of its interest in a Portfolio Fund, the Master Fund may receive securities that are illiquid or difficult to
value. In such a case, the Sub-Adviser would seek to cause the Master Fund to dispose of these securities in a manner that is in the
Funds
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best interests. The Master Fund may not be able to withdraw from a Portfolio Fund except at certain designated times, limiting the
ability of the Sub-Adviser to redeem or withdraw assets from a Portfolio Fund that may have poor performance or for other reasons. The
Master Fund also may be subject to fees imposed on redemptions or withdrawals from the Portfolio Funds, especially with respect to
early withdrawals made within the lock-up or penalty period, if any, of a particular Portfolio Fund.
Many Portfolio Funds have lengthened the lock-up periods during which an investor must hold an investment in a Portfolio Fund
and are generally giving the sponsors of Portfolio Funds more flexibility to limit and/or suspend redemptions and withdrawals, and the
Sub-Adviser believes that this trend may continue. If this trend does continue, it could negatively impact the liquidity of the Master
Fund, which may force the Sub-Adviser to forgo investing in certain Portfolio Funds that are attractive due to the longer lock-up periods
and/or restrictions on redemptions and withdrawals being employed.
Availability of Investment Opportunities. The business of identifying and structuring investments of the types contemplated by the
Master Fund is competitive and involves a high degree of uncertainty. The Master Fund may not be able to invest in certain Portfolio
Funds that are oversubscribed or closed or may only be able to allocate a limited amount of assets to a Portfolio Fund that has been
identified as an attractive opportunity.
Insolvency of Brokers and Others. The Portfolio Funds will be subject to the risk of failure of the brokerage firms that execute
trades, the clearing firms that such brokers use, or the clearing houses of which such clearing firms are members and to the risk of
refusal of counterparties to perform, which could result in a loss of all or a portion of the investments with or through the relevant
clearing house, broker, dealer, or counterparty.
Conflicts of Interest. Certain inherent conflicts of interest may arise from the Sub-Adviser or Portfolio Managers carrying on
investment or other activities for themselves and for clients, including investment partnerships in which the Master Fund may have an
interest. The Sub-Adviser or Portfolio Managers may engage in other business activities and manage the accounts of clients other than
the Fund and the Master Fund and the investment strategy for such other clients may vary from that of the Fund and the Master Fund.
The Sub-Adviser and Portfolio Managers will not be required to refrain from any other activity nor disgorge any profits from any such
activity and will not be required to devote all or any particular part of its time and effort to the Master Fund, any Portfolio Fund and
their affairs.
Proprietary Investment Strategies. The Portfolio Managers may use proprietary investment strategies that are based on
considerations and factors that are not fully disclosed to LMPFA, the Sub-Adviser or the Master Fund. The Portfolio Managers
generally use investment strategies that differ, and involve greater risk and expense, from those typically employed by traditional
managers of portfolios of stocks and bonds. These strategies may involve risks that are not anticipated by the Portfolio Managers,
LMPFA, the Sub-Adviser or the Master Fund.
Lack of Public Information. Portfolio Funds make publicly available far less information than funds registered under the 1940 Act,
or other companies required to file periodic reports pursuant to the Securities Exchange Act of 1934. As a result, shareholders in the
Fund will have limited information about the Portfolio Funds in which the Master Fund invests. Subjects for which registered funds are
required to make disclosure, but Portfolio Funds are not include, but are not limited to, portfolio composition, affiliate transactions and
material developments. The lack of publicly available information regarding Portfolio Funds will make evaluating the Master Funds
holdings difficult for shareholders, and entails a high degree of risk.
Limited Operating History and Lack of Transparency. Certain Portfolio Funds may be newly-formed entities with little or no
operating history upon which the Sub-Adviser can evaluate potential performance. The past investment performance of Portfolio
Managers with which the Master Fund invests or expects to invest its assets may not be construed as an indication of the future results
of an investment in the Fund. In addition, the
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Sub-Adviser will not be able to control the activities of the Portfolio Funds. A Portfolio Fund may use investment strategies that differ
from its past practices and are not fully disclosed to the Sub-Adviser and that involve risks that are not anticipated by the Sub-Adviser.
Inadequate Return. No assurance can be given that the returns on the Funds and the Master Funds investments will be
commensurate with the risk of investment. Portfolio Fund returns have dropped significantly in recent years in comparison to their
historic returns, and there can be no assurance that their returns in future periods, as an asset class, will continue to reflect previous
historical levels. This may be due in part to changes in market conditions affecting Portfolio Funds investments and strategies, as well
as the proliferation of Portfolio Funds pursuing similar strategies (thereby making it difficult for one Portfolio Fund to outperform
others). Investors should not commit money to the Fund unless they have the resources to sustain the loss of their entire investment.
Investments in Non-Voting Securities. To the extent the Master Fund purchases non-voting shares of, or contractually foregoes the
right to vote its shares in, a Portfolio Fund, it will not be able to vote on matters that require the approval of the investors of the Portfolio
Fund, including matters that could adversely affect the Master Funds investment in such Portfolio Fund.
Inside Information. From time to time, a Portfolio Manager may come into possession of material, non-public information
concerning an entity in which a Portfolio Fund has invested, or proposes to invest. Possession of that information may limit the ability
of the Portfolio Fund to buy or sell securities of the entity.
Portfolio Manager Misconduct. When the Sub-Adviser invests the Master Funds assets with a Portfolio Manager, the Master
Fund does not have custody of the assets of the Portfolio Fund or control over the investment of such assets. Therefore, there is always
the risk that the Portfolio Manager of a Portfolio Fund could divert or abscond with the assets, inaccurately or fraudulently report the
Portfolio Funds value, fail to follow any agreed-upon investment strategies, provide false reports of operations or engage in other
misconduct. The Portfolio Managers with whom the Sub-Adviser invests the Master Funds assets are generally private and have not
registered their securities under federal or state securities laws. This lack of registration, with the attendant lack of regulatory oversight,
may enhance the risk of misconduct by the Portfolio Managers.
Regulatory Actions. In the event that federal, state, or other regulatory bodies allege misconduct by a Portfolio Manager or a
Portfolio Fund, such authorities may initiate regulatory or enforcement actions, including civil or criminal proceedings. The effect of
any regulatory action against a Portfolio Manager or a Portfolio Fund in which the Fund, through its investment in the Master Fund,
may invest, while impossible to predict, could result in a substantial and adverse impact on the Fund and the Master Fund, including a
reduction in value in or a loss of the investment due to the assessment on a Portfolio Fund of fines, penalties and/or other sanctions,
including asset freezes.
Dilution. If a Portfolio Manager limits the amount of capital that may be contributed to a Portfolio Fund from the Fund, or if the
Fund declines to purchase additional interests in a Portfolio Fund, continued sales of interests in the Portfolio Fund to others may dilute
the returns for the Fund from the Portfolio Fund.
Portfolio Funds Organized Outside of United States. Some of the underlying Portfolio Funds may be organized outside of the
United States. As a result, a Portfolio Fund organized outside of the United States may be subject to certain risks not present in a
Portfolio Fund organized in the United States. For example, Portfolio Funds organized outside of the United States may not generate
U.S. tax information for U.S. shareholders to file tax returns and therefore may have negative tax consequences compared to an
investment that does generate U.S. tax information. Such Portfolio Funds may also operate under regulatory regimes less stringent than
those governing domestic Portfolio Funds. Further, it may be more difficult or impossible to: effect service of process, enforce
judgments obtained in U.S. courts against Portfolio Funds organized outside of the United States based on U.S. securities law, bring an
original action in foreign court to enforce liability against a Portfolio Fund organized outside of the United States based on U.S.
securities law, and bring Master Fund claims on behalf of shareholders.
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Recent Market Events Risk. The equity and debt capital markets in the United States and internationally have experienced
unprecedented volatility. The financial crisis that began in 2008 has caused a significant decline in the value and liquidity of many
securities. This environment could make identifying investment risks and opportunities especially difficult for the Sub-Adviser and
Portfolio Managers. These market conditions may continue or get worse. In response to the crisis, the U.S. and other governments and
the Federal Reserve and certain foreign central banks have taken steps to support financial markets. The withdrawal of this support
could also negatively affect the value and liquidity of certain securities. In addition, legislation recently enacted in the United States
calls for changes in many aspects of financial regulation. The impact of the legislation on the markets, and the practical implications for
market participants, may not be fully known for some time.
Market Disruption Risk. Global financial markets have recently experienced periods of unprecedented turmoil. The debt and
equity capital markets in the United States and around the world were negatively impacted by significant write-offs in the financial
services sector relating to subprime mortgages and the re-pricing of credit risk in the broader market, among other things. These events,
along with the deterioration of the housing market, the failure of major financial institutions and the concerns that other financial
institutions as well as the global financial system were also experiencing severe economic distress materially and adversely impacted
the broader financial and credit markets and reduced the availability of debt and equity capital for the market as a whole and financial
firms in particular. These events contributed to severe market volatility and caused severe liquidity strains in the credit markets. Volatile
financial markets can expose the Fund or the Master Fund to greater market and liquidity risk. Risks to a robust resumption of growth
persist: a weak consumer weighed down by too much debt and increasing joblessness, the growing size of the Federal budget deficit and
national debt, and the threat of inflation.
The instability in the financial markets has led governments to take a number of unprecedented actions designed to support certain
financial institutions and segments of the financial markets that have experienced extreme volatility, and in some cases a lack of
liquidity. Federal, state, and other governments, their regulatory agencies, or self regulatory organizations may take actions that affect
the regulation of the instruments in which the Fund, the Master Fund or Portfolio Funds invest, or the issuers of such instruments, in
ways that are unforeseeable.
Governments or their agencies may also acquire distressed assets from financial institutions and acquire ownership interests in
those institutions. The long-term implications of government ownership and disposition of these assets are unclear, and may have
positive or negative effects on the liquidity, valuation and performance of the Funds portfolio holdings.
The aftermath of the wars in Iraq and Afghanistan and the continuing occupation of those countries, instability in the Middle East
and terrorist attacks around the world have resulted in recent market volatility and may have long-term effects on the U.S. and
worldwide financial markets and may cause further economic uncertainties in the United States and worldwide. The Fund does not
know how long the securities markets will continue to be affected by these events and cannot predict the effects of the occupation,
terrorism or similar events in the future on the U.S. economy and securities markets.
In addition, since 2010, the risks of investing in certain foreign government debt have increased dramatically as a result of the
ongoing European debt crisis, which began in Greece and has begun to spread throughout various other European countries. These debt
crises and the ongoing efforts of governments around the world to address these debt crises have also resulted in increased volatility and
uncertainty in the global securities markets and it is impossible to predict the effects of these or similar events in the future on the Fund,
though it is possible that these or similar events could have a significant adverse impact on the value and risk profile of the Fund, the
Master Fund and on Portfolio Funds in which the Fund, through its investment in the Master Fund, invests.
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In the United States, on August 5, 2011, Standard & Poors Financial Services, LLC, a subsidiary of The McGraw-Hill
Companies, Inc. (S&P), lowered its long-term sovereign credit rating on the U.S. federal government debt to AA+ from AAA.
The downgrade by S&P could increase volatility in both stock and bond markets, result in higher interest rates and higher Treasury
yields and increase the costs of all kinds of debt. In addition, global economies and financial markets are becoming increasingly
interconnected, which increases the possibilities that conditions in one country or region might adversely impact issuers in a different
country or region.
The current financial market situation, as well as various social, political, and psychological tensions in the United States and
around the world, may continue to contribute to increased market volatility, may have long-term effects on the U.S. and worldwide
financial markets; and may cause further economic uncertainties or deterioration in the United States and worldwide. The prolonged
continuation or further deterioration of the current U.S. and global economic downturn could adversely impact the Funds portfolio.
Changes in Applicable Law. The Funds ability to implement its investment strategies is affected by laws, which are subject to
change. Future legislative, judicial or administrative action could adversely affect the ability of hedge funds to implement their
investment programs.
Significant legislative developments in recent years enhance government supervision, regulation and enforcement of the private
fund industry. On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act
(the Dodd-Frank Act). The Dodd-Frank Act and its implementing regulations, among other things, increase supervision and
regulation of derivative transactions and participants in over-the-counter derivative markets, require advisers to private funds with $150
million or more in assets under management to register with the SEC under the Investment Advisers Act of 1940, as amended (the
Advisers Act), with limited exceptions, and subject such registered advisers to heightened disclosure, record-keeping and reporting
obligations.
The Dodd-Frank Act also restricts relationships between banking entities and hedge funds or private equity funds, which are
defined synonymously for this purpose as any issuer that would be a registered investment company but for the exemptions provided by
Section 3(c)(1) or 3(c)(7) of the Advisers Act. Banking entities, including their affiliates and subsidiaries, generally will be prohibited
from acquiring or retaining ownership in, or sponsoring, covered hedge funds or private equity funds. Banking entities may still serve as
investment advisers to, or managers of, hedge funds. Certain sponsorships of covered hedge funds are also allowed, provided such funds
are organized and offered in connection with the provision of bona fide trust, fiduciary or investment advisory services by the banking
entity, and the banking entitys investment does not exceed 3% of the total amount or value of outstanding ownership interests of such
fund, and with respect to all of its covered fund investments, 3% of the banking entitys tier 1 capital, among other limitations. Final
rules on these provisions of Dodd-Frank became effective July 21, 2012. Banking entities will have two years, until July 21, 2014, to
conform their existing relationships with hedge funds, although extensions may be granted by the Federal Reserve on a case-by-case
basis.
While all of the regulations called for by the Dodd-Frank Act have not yet been finalized, it seems clear that most advisers to
hedge funds will be significantly affected. The ultimate impact of the Dodd-Frank Act upon hedge funds, and the Fund, is not known at
this time, but could be significant.
Regulatory Risks Associated with the Fund
Limited Regulation of Portfolio Managers and Portfolio Funds. It is not anticipated that any of the underlying Portfolio Funds will
be registered under the 1940 Act or subject to any other comprehensive regulatory scheme. Portfolio Funds in which the Fund, through
its investment in the Master Fund, invests will not be entitled to the protections of the 1940 Act, which, among other provisions:
(i) requires investment companies to have disinterested directors, (ii) requires initial shareholder approval and annual approval of the
board of
57

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

directors, including a majority of the disinterested directors, of advisory contracts, (iii) requires securities held in custody to at all times
be individually segregated from the securities of any other person and marked to clearly identify such securities as the property of such
investment company, (iv) creates limitations on the use of leverage, and (v) regulates the relationship between the adviser and the
investment company. Investors in the Fund have no statutory right to receive information about the Portfolio Funds or the Portfolio
Managers, will not be direct investors in the Portfolio Funds and will have no rights with respect to standing or recourse against the
Portfolio Funds, Portfolio Managers or any of their affiliates. Some Portfolio Managers may not be registered with the SEC as
investment advisers or registered with the CFTC as commodity trading advisors.
Changes in Laws or Regulations. The regulation of the U.S. and non-U.S. securities and futures markets and investments funds
such as the Fund has undergone substantial change in recent years and such change may continue. The effect of changes in law or
regulatory requirements, while impossible to predict, could be substantial and adverse.
Certain Tax Risks with Respect to an Investment in the Fund
Investments Subject to Subchapter M Requirements. The Fund intends to qualify as a RIC under Subchapter M of the Code, which
will impose certain requirements on the Fund such as satisfying an asset diversification test each quarter of its taxable year and the
timely distribution and reporting of income and gains.
In the event that the Fund believes that it may fail the asset diversification requirement at the end of any quarter of a taxable year,
the Master Fund may seek to take certain actions to avert such a failure on the part of the Fund. The Master Fund may try to acquire
additional interests in Portfolio Funds so that the Fund can come into compliance with the asset diversification test. Alternatively, the
Master Fund may try to avert such a failure by disposing of non-diversified assets. Dispositions may be difficult for the Master Fund,
however, because the Master Fund may redeem its interest in a Portfolio Fund only at certain times specified by the Portfolio Funds
governing documents. While relevant provisions of the Code afford the Fund the opportunity to cure a failure to meet the asset
diversification test by disposing of non-diversified assets within six months, the constraints on the Master Funds ability to effect a
redemption from a Portfolio Fund referred to above may limit utilization of this cure period.
Portfolio Funds that the Fund, through its investment in the Master Fund, invests in that are organized outside the United States
will generally be treated as PFICs for U.S. federal income tax purposes. If a Portfolio Fund is classified as a PFIC for U.S. federal
income tax purposes and the Fund or the Master Fund makes a valid election to mark to market its interest in such Portfolio Fund at
the end of each taxable year, the Fund will be required to recognize as ordinary income each year the excess, if any, of the fair market
value of its interest in the Portfolio Fund at the end of the year over its adjusted tax basis in such interest. Alternatively, under certain
circumstances the Master Fund may elect to treat the PFIC as a QEF, which would result in the Master Fund recognizing income and
gain each year based on its allocable share of the income and gain recognized by the QEF. Under either election, the income or gain
recognized by the Fund may not be matched by corresponding cash distributions to the Master Fund, and the Master Fund may need to
borrow money or to dispose of its interests in other Portfolio Funds in order to enable the Fund to make the distributions required in
order to maintain the Funds status as a RIC and to avoid the imposition of a federal income tax and/or a nondeductible 4% excise tax.
There can be no assurances, however, that the Master Fund will be successful in this regard and the Fund may not be able to maintain its
status as a RIC.
The Fund, through its investment in the Master Fund, may also invest in Portfolio Funds organized inside the United States that are
treated as partnerships for U.S. federal income tax purposes. Partnerships do not pay U.S. federal income tax at the partnership level.
Rather, each partner of a partnership, including the Master Fund, will include its allocable share of the partnerships income, gains,
losses, deductions and expenses in computing its U.S. federal income tax liability. As a RIC, however, the Fund generally will not be
subject to U.S. federal income tax on income and gains that it distributes to its shareholders, provided that it satisfies certain annual
distribution requirements. See Certain Tax Considerations.
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If the Fund fails to qualify as a RIC or fails to satisfy the distribution requirement in any taxable year, the Fund would be taxed as
an ordinary corporation on its taxable income even if such income were distributed to its shareholders, and all distributions out of
earnings and profits (including any distributions of net capital gain) would be taxed to shareholders as ordinary dividend income. In
addition, the Fund could be required to recognize unrealized gains, pay taxes and make distributions (which could be subject to interest
charges) before requalifying for taxation as a RIC. Accordingly, disqualification as a RIC could have a material adverse effect on the
value of the Funds Shares and the amount of the Funds distributions. See Certain Tax Considerations.
Certain Distributions of the Funds Shares Will Be Taxable. The Fund may distribute dividends that are payable in cash or Shares
at the election of each shareholder. Internal Revenue Service Revenue Procedure 2010-12 temporarily allowed a RIC whose shares were
publicly traded on an established securities market in the United States to distribute its own stock as a dividend for the purpose of
fulfilling its distribution requirements. Although Revenue Procedure 2010-12 is not currently applicable, the Internal Revenue Service
has also issued private letter rulings on cash/stock dividends paid by RICs and real estate investment trusts (including, in some cases,
where the shares were not publicly traded) if certain requirements are satisfied. Whether pursuant to a private letter ruling or otherwise,
the Fund reserves the option to pay any future dividend in cash and Shares. Shareholders subject to U.S. federal income tax that receive
such dividends generally will be required to recognize the full amount of the dividend (including the portion payable in Shares) as
ordinary dividend income to the extent of the Funds current and accumulated earnings and profits for U.S. federal income tax
purposes. As a result, shareholders may be required to pay income taxes with respect to such dividends in excess of the cash dividends
received and non-U.S. shareholders may be subject to withholding tax on the full amount of such dividends, including the portion
payable in Shares. Shareholders should consult their own tax advisors regarding the tax consequences to them of any such dividend they
may receive. See Certain Tax ConsiderationsDistributions.
ELIGIBLE INVESTORS
Each prospective investor will be required to complete the Funds Investor Certification (Investor Certification), a form of
which is set forth in Appendix C to this Prospectus, and satisfy the investor eligibility standards set forth therein in order to be permitted
to invest in the Fund. Appendix C qualifies the following summary in its entirety.
Generally, the Investor Certification requires that each investor in the Fund certify that it is an accredited investor as defined in
Rule 501(a) of Regulation D under the 1933 Act. An accredited investor includes, among others,


an individual with a net worth (or a joint net worth with that persons spouse) immediately prior to the time of purchase in
excess of $1 million (excluding the value of such individuals primary residence);



an individual who has income in excess of $200,000 (or joint income with the investors spouse in excess of $300,000) in
each of the two preceding years prior to the time of purchase and has a reasonable expectation of reaching the same income
level in the current year;



an entity having total assets of at least $5 million; or



an entity whose beneficial owners are each accredited investors.

Other categories of accredited investor or other eligible investor standards applicable to companies and other investors are set
forth in the Investor Certification. Additional requirements are set forth in the Investor Certification. Investors who meet the
qualifications set forth in the Investor Certification are referred to in this Prospectus as Eligible Investors. Existing shareholders who
purchase additional Shares will be required to qualify as Eligible Investors at the time of each additional purchase.
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LMIS or Dealers, as applicable, may impose additional eligibility requirements for investors who purchase Shares through LMIS
or such Dealer and will notify a prospective investor of any such requirements. To the extent LMIS imposes additional eligibility
requirements, LMIS will notify investors via a supplement (or other revision) to the Funds prospectus.
PURCHASES OF SHARES
The Fund intends to accept initial and additional purchases of Service Shares made by Eligible Investors as of the first business
day of each calendar month. Service Shares will be sold at their net asset value per share and may be offered more or less frequently as
determined by the Funds Board in its sole discretion. Generally, purchases are subject to the receipt of immediately available funds at
least three (3) business days prior to the applicable purchase date. The investor, however, will not become a shareholder of the Fund and
will have no other rights (including, without limitation, any voting rights) under the Funds Declaration of Trust until the purchase date.
The investor must also generally submit the completed Investor Certification (for initial purchases) and/or such other required
documentation as required by the Fund (for both initial and subsequent purchases) at least eight (8) business days before the applicable
purchase date. However, investors must confirm specific deadlines for receipt of funds and submission of the Investor Certification with
their Dealer, as certain Dealers may have different deadlines than the foregoing. An investor who misses such deadlines will have the
effectiveness of its investment in the Fund delayed until the following month, with such investors purchase amounts to be held in the
account with the Service Provider until such time. The Fund reserves the right to reject, in whole or in part, any purchase of Service
Shares and may suspend the offering of Service Shares at any time and from time to time.
Generally speaking, the Portfolio Funds in which the Fund invests have similar subscription processes as the Fund. For example, a
Portfolio Fund will typically require receipt of cleared funds at least several business days prior to the date an investor begins
participating in the Portfolio Funds returns. As such, the subscription process described above, including acceptance by the Fund of a
prospective shareholders subscription at least three (3) business days prior to the applicable purchase date, is designed in part to ensure
the Fund will be able to invest in Portfolio Funds in a timely manner.
Despite funds being required at least three (3) business days prior to the applicable purchase date, as discussed above an investor
does not become a shareholder of the Fund and has no other rights (including, without limitation, any voting rights) under the Funds
Declaration of Trust until the applicable purchase date. Between the time the Fund accepts an investors funds and when the investor
becomes a shareholder of the Fund, such investor will not participate in the Funds returns and will be treated as a general unsecured
creditor of the Fund with respect to the applicable funds, which the Fund may utilize to purchase Portfolio Funds.
The Fund intends to accept initial and additional purchases of Service Shares from Eligible Investors that are Clients of Eligible
Financial Intermediaries and retirement plan programs. Service Shares have a minimum initial investment of $25,000 and a minimum
additional investment of $10,000. Service Shares are sold at net asset value with no sales charge. Service Agents receive an annual
shareholder services fee of up to 0.25% of the average daily net assets represented by Service Shares serviced by them.
Clients of Eligible Financial Intermediaries are Eligible Investors who invest in the Fund through financial intermediaries that
(i) charge such investors an ongoing fee for advisory, investment, consulting or similar services, or (ii) have entered into an agreement
with the distributor to offer Service Shares through a no-load network or platform (Eligible Investment Programs). Such investors
may include pension and profit sharing plans, other employee benefit trusts, endowments, foundations and corporations. Eligible
Investment Programs may also include college savings vehicles such as Section 529 plans and direct retail investment platforms through
mutual fund supermarkets, where the sponsor links its clients account (including IRA accounts on such platforms) to a master
account in the sponsors name.
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Service Shares are available for purchase through dealers or other financial intermediaries. A financial intermediary may impose
different investment minimums.
Initial and any additional purchases of Service Shares will be payable in cash and must be made via wire transfer of funds.
Payments for each initial or subsequent additional purchase of Service Shares must be made in one installment.
Dealers or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund
that are in addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund,
LMIS or any other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or
operational limitations applicable to such parties, may affect or limit a shareholders ability to purchase Service Shares, or otherwise
transact business with the Fund. Investors should direct any questions regarding terms and conditions applicable to their accounts or
relevant operational limitations to their Dealer or other financial intermediary.
To help the government fight the funding of terrorism and money laundering activities, federal law requires all financial
institutions to obtain, verify and record information that identifies each person who opens an account. Thus, when a prospective investor
opens an account with LMIS or a Dealer, the investor will be asked to provide its name, address, date of birth and other information that
will allow the investor to be identified. If the investors identity cannot be verified, restrictions may be imposed on the investors
account or it may be liquidated (less any applicable sales/account charges and/or tax penalties).
REPURCHASES OF SHARES
No Right of Redemption
No shareholder (or other person holding Shares or a portion of a Share acquired from a shareholder) has the right to require the
Fund to redeem Shares. No public market exists for the Shares, and none is expected to develop in the future. Consequently,
shareholders may not be able to liquidate their investment other than as a result of repurchases of Shares by the Fund, as described
below.
Periodic Repurchases
The Fund may from time to time repurchase Shares from shareholders at the net asset value per share pursuant to written tenders
by shareholders, and on those terms and conditions as the Board may determine in its sole discretion. Tender offers will apply to
repurchases of whole Shares and tenders of any fractional shares of Shares will be rounded to the nearest whole number in the discretion
of the Fund.
In determining whether the Fund should offer to repurchase Shares from shareholders, the Board will consider the
recommendation of LMPFA, in consultation with the Sub-Adviser. LMPFA, in consultation with the Sub-Adviser, expects that generally
it will recommend the Board repurchase Shares from shareholders quarterly, with such repurchases based on fund valuations as of each
March 31, June 30, September 30 and December 31 (or, if any such date is not a business day, with such repurchases to occur as of the
immediately preceding business day). The Fund anticipates that each such repurchase offer will generally be limited to between 5% and
25% of the net assets of the Fund, subject to modification in the absolute discretion of the Board. There is no guarantee that any such
repurchase offer shall occur, and therefore a shareholder may not be able to dispose of its Shares. In determining whether to
accept LMPFAs (in consultation with the Sub-Adviser) recommendation to conduct a repurchase offer at any such time, the Board will
consider the following factors, among others:


whether any shareholders have requested to tender Shares to the Fund;



the composition and liquidity of the Funds assets (including any fees and costs associated with the Master Fund
withdrawing from Portfolio Funds and/or disposing of assets allocated to Portfolio Managers);
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the investment plans and working capital and reserve requirements, if any, of the Fund;



the relative economies of scale of the repurchase requests with respect to the size of the Fund;



the history of the Fund in repurchasing Shares;



the availability of information as to the value of the Master Funds interests in underlying Portfolio Funds;



the existing conditions of the securities markets and the economy generally, as well as political, national or international
developments or current affairs;



any anticipated tax consequences to the Fund of any proposed repurchases of Shares; and



the recommendations of LMPFA, in consultation with the Sub-Adviser.

The Funds assets consist primarily of its interests in Master Fund. Therefore, in order to finance the repurchase of Shares, the
Fund may find it necessary to liquidate all or a portion of its interest in the Master Fund. The Fund may need to suspend or postpone
repurchase offers if it is not able to dispose of its interests in the Master Fund in a timely manner. The Fund ordinarily will not conduct a
repurchase offer for its Shares unless the Master Fund simultaneously conducts a repurchase offer for its shares. In addition, the Funds
Board also serves as the Board for the Master Fund and thus, the Board expects that the Master Fund will conduct repurchase offers on a
quarterly basis in order to permit each Fund to meet its obligations under its repurchase offers. However, there are no assurances that the
Master Funds Board will, in fact, decide to undertake such a repurchase offer. The Fund cannot make a repurchase offer larger than a
repurchase offer made by the Master Fund. Consequently, the Fund will conduct repurchase offers on a schedule and in amounts that
will depend on the Master Funds repurchase offers. The Master Fund (and therefore, the Fund) may need to suspend or postpone
repurchase offers if it is not able to dispose of its interests in the Portfolio Funds in a timely manner. The Master Fund will make
repurchase offers, if any, to all of its investors, including each Fund, on the same terms, which may affect the size of the Funds
repurchase offer. In addition, the Fund may determine not to conduct a repurchase offer each time the Master Fund conducts a
repurchase offer.
The Fund will repurchase Shares from shareholders pursuant to written tenders on terms and conditions that the Board determines
to be fair to the Fund and to the Funds shareholders. When the Board determines that the Fund will repurchase Shares, notice will be
provided to shareholders describing the terms of the offer, containing information shareholders should consider in deciding whether to
participate in the repurchase opportunity and containing information on how to participate. Shareholders deciding whether to tender
their Shares during the period that a repurchase offer is open may obtain the Funds net asset value per share (as of the last business day
of the previous month) by contacting the representatives listed in the applicable tender offer notice during the period. It should be noted,
however, that a shareholder will have to decide whether to participate in a repurchase offer before he or she knows the price at which the
Fund will repurchase the Shares, as described below. If a repurchase offer is oversubscribed by shareholders who tender Shares, the
Fund will generally repurchase a pro rata portion of the Shares tendered by each shareholder. However, the Board, in its discretion,
subject to applicable law, may amend a tender offer to include all or part of the oversubscribed amounts.
Repurchases of Shares from shareholders by the Fund may be paid, in the discretion of the Fund, in cash or by the distribution of
securities in-kind, or partly in cash and partly in-kind. The Fund does not generally expect to distribute securities in-kind except in
unusual circumstances, including if making a cash payment would result in a material adverse effect on the Fund or on shareholders, or
if the Fund has received distributions (via the Master Fund) from Portfolio Funds in the form of securities that are transferable to the
shareholders that the Fund cannot liquidate itself prior to making the distribution. Securities that are distributed in-kind in connection
with a repurchase of Shares may be illiquid. Any in-kind distribution of securities will be valued in accordance with procedures adopted
by the Board and will be distributed to tendering shareholders on a proportional basis. Repurchases will be effective after receipt and
acceptance by the Fund of eligible written tenders of Shares from shareholders by the applicable repurchase offer deadline. The Fund
and the Master Fund may, but need not,
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maintain cash or borrow money to meet repurchase requests. Such a practice could increase the Funds and the Master Funds
operating expenses and impact the ability to achieve their investment objective.
In light of liquidity constraints associated with the Funds investments in Portfolio Funds and the fact that the Master Fund may
have to effect redemptions from Portfolio Funds in order for the Fund to pay for Shares being repurchased, the Fund expects to employ
the following repurchase procedures:


If the Board elects to offer to repurchase Shares of the Fund, the Fund will send each shareholder a repurchase offer that
explains the terms and conditions of the repurchase. This repurchase offer will be sent to shareholders at least 20 business
days before the date on which the shareholder must notify the Fund that the shareholder has elected to tender shares to the
Fund (the Notice Date).



A shareholder choosing to tender Shares for repurchase must do so by the Notice Date, which will be at least 65 days before
the date as of which Shares are to be valued. Shares will be valued as of the valuation date, which is generally expected to be
March 31, June 30, September 30 or December 31 (the Valuation Date). Tenders will be revocable upon written notice to
the Fund up to the Notice Date.



Promptly after the Valuation Date, the Fund will, if requested by such shareholder, give to each shareholder whose Shares
have been accepted for repurchase a promissory note (the Promissory Note) entitling the shareholder to be paid an amount
equal to the value, determined as of the Valuation Date, of the repurchased Shares.



The Promissory Note, which will be non-interest bearing and non-transferable, is expected to contain terms providing for
payment at two separate times, in the case of the repurchase of all of an investors Shares, as is customary regarding such
payments.



Payment in respect of the Promissory Note for a partial repurchase of an investors Shares will be made within 45 days of the
Valuation Date.



The initial payment in respect of the Promissory Note (the Initial Payment), in the case of a full repurchase of an
investors Shares, will be an amount equal to at least 95% of the estimated value of the repurchased Shares, determined as of
the Valuation Date. The Initial Payment will be made within 45 days of the Valuation Date.



The second and final payment in respect of the Promissory Note (the Final Payment), in the case of a full repurchase of an
investors Shares, for the balance (which will not be credited for interest) is expected to be in an amount equal to the excess,
if any, of (1) the value of the repurchased Shares, determined as of the Valuation Date, over (2) the Initial Payment. The Final
Payment will be made within 90 days of the Valuation Date.



Although the amounts required to be paid by the Fund under the Promissory Note will generally be paid in cash, the Fund
may under certain limited circumstances pay all or a portion of the amounts due by an in-kind distribution of securities. The
Fund intends to make an in-kind payment of securities only under the limited circumstance if making a cash payment would
result in a material adverse effect on the Fund or on shareholders, or if the Fund has received distributions from Portfolio
Funds in the form of securities that are transferable to the shareholders that the Fund cannot liquidate itself prior to making
the distributions.

The Fund will assume all fees and expenses related to a repurchase of Shares.
The repurchase of Shares is subject to regulatory requirements imposed by the SEC, and the Funds repurchase procedures are
intended to comply with such requirements. However, if the Board determines that modification of the repurchase procedures described
above is required or appropriate, the Board will adopt revised repurchase procedures as necessary to ensure the Funds compliance with
applicable regulations or as the Board, in its sole discretion, deems appropriate.
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Upon its acceptance of tendered Shares for repurchase, the Fund will maintain daily on its books a segregated account consisting
of (1) cash, (2) liquid securities or (3) shares of the Master Fund that the Fund has requested be redeemed (or any combination of them),
in an amount equal to the aggregate estimated unpaid dollar amount of the Promissory Note issued to shareholders tendering Shares.
Payment for repurchased Shares of the Fund may, as a result, require the Master Fund to liquidate portfolio holdings in Portfolio
Funds earlier than the Sub-Adviser would otherwise have caused these holdings to be liquidated, potentially resulting in losses, and may
increase the Master Funds investment related expenses as a result of higher portfolio turnover rates. The Sub-Adviser intends to take
measures, subject to policies as may be established by the Board, to attempt to avoid or minimize such potential losses and expenses
resulting from the repurchase of Shares.
The Board may under certain circumstances elect to postpone, suspend or terminate an offer to repurchase Shares.
A shareholder tendering for repurchase only a portion of the shareholders Shares will be required to maintain a minimum account
balance of $25,000 in the Fund after giving effect to the repurchase. The minimum account balance requirement may be waived by the
Fund, in its sole discretion. The Fund reserves the right to reduce the amount to be repurchased from a shareholder so that the required
minimum account balance is maintained, or to accommodate operational limitations of a Dealer.
Dealers or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund
that are in addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund,
LMIS or any other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or
operational limitations applicable to such parties, may affect or limit a shareholders ability to tender Shares for repurchase, or
otherwise transact business with the Fund. Investors should direct any questions regarding terms and conditions applicable to their
accounts or relevant operational limitations to the Dealer or other financial intermediary.
In the event that LMPFA, the Sub-Adviser or any of their affiliates hold Shares in the capacity of a shareholder, such Shares may
be tendered for repurchase in connection with any repurchase offer made by the Fund, without notice to the other shareholders.
Mandatory Redemption
The Fund may repurchase Shares of a shareholder without consent or other action by the shareholder or other person if the Fund
determines that:


the Shares have been transferred in violation of the Funds Declaration of Trust or Bylaws, or has vested in any person other
than by operation of law as a result of the death, dissolution, bankruptcy, insolvency or adjudicated incompetence of the
shareholder;



ownership of the Shares by a shareholder or other person is likely to cause the Fund to be in violation of, or require
registration of any Shares under, or subject the Fund to additional registration or regulation under, the securities,
commodities, or other laws of the U.S. or any other relevant jurisdiction;



continued ownership of Shares by a shareholder may be harmful or injurious to the business or reputation of the Fund, the
Master Fund, the Board of Trustees, LMPFA, or any of their affiliates, or may subject the Fund or any shareholder to an
undue risk of adverse tax or other fiscal or regulatory consequences;



any of the representations and warranties made by a shareholder or other person in connection with the acquisition of Shares
was not true when made or has ceased to be true;
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with respect to a shareholder subject to special laws or compliance requirements, such as those imposed by ERISA, the Bank
Holding Company Act or certain Federal Communication Commission regulations (collectively, Special Laws or
Regulations), the shareholder is likely to be subject to additional regulatory or compliance requirements under these Special
Laws or Regulations by virtue of continuing to hold any Shares; or



it would be in the best interests of the Fund, as determined by the Board, for the Fund to repurchase the Shares.
TRANSFERS OF SHARES

There is no public market for the Funds Shares and none is expected to develop. The Fund does not list its Shares on a stock
exchange or similar market. With very limited exceptions, Shares are not transferable, and liquidity for investments in Shares may be
provided only through periodic repurchase offers by the Fund. If a shareholder attempts to transfer Shares in violation of the Funds
transfer restrictions, the transfer will not be permitted and will be void. An investment in the Fund is thus suitable only for investors
who can bear the risks associated with the limited liquidity of the Shares and should be viewed as a long-term investment.
Except as otherwise described below, no person may become a substituted shareholder without the written consent of the Fund,
which consent may be withheld for any reason or no reason in its sole discretion. Shares held by a shareholder may be transferred only:


by operation of law in connection with the death, bankruptcy or incompetence of any shareholder; or



under certain limited circumstances, with the consent of the Fund, which may be withheld in the sole discretion of the Funds
Board and is expected to be granted, if at all, only under extenuating circumstances.

Notice to the Fund of any proposed transfer of Shares must include evidence satisfactory to the Fund that the proposed transferee,
at the time of transfer, meets any requirements imposed by the Fund with respect to investor eligibility and suitability, including the
requirement that any investor (or investors beneficial owners in certain circumstances) is an Eligible Investor. See Eligible Investors.
Notice of a proposed transfer of Shares must also be accompanied by a properly completed Investor Certification in respect of the
proposed transferee. The Fund generally will not consent to a transfer of Shares by a shareholder (i) unless such transfer is to a single
transferee, or (ii) after the transfer of Shares, the balance of the account of each of the transferee and transferor is at least $25,000. A
shareholder transferring Shares may be charged reasonable expenses, including, but not limited to, attorneys and accountants fees,
incurred by the Fund or LMPFA in connection with the transfer. In connection with any request to transfer Shares, the Fund may require
the shareholder requesting the transfer to obtain, at the shareholders expense, an opinion of counsel selected by the Fund as to such
matters as the Fund may reasonably request.
The Fund reserves the right to revise the transfer restrictions on its Shares at any time.
In purchasing Shares, a shareholder agrees to indemnify and hold harmless the Fund, its Board of Trustees, LMPFA, the SubAdviser, each other shareholder and any affiliate of the foregoing against all losses, claims, damages, liabilities, costs and expenses
(including legal or other expenses incurred in investigating or defending against any losses, claims, damages, liabilities, costs and
expenses or any judgments, fines, and amounts paid in settlement), joint or several, to which such persons may become subject by
reason of or arising from any transfer made by that shareholder in violation of the Declaration of Trust, By-laws or policies adopted by
the Board, or any misrepresentation made by that shareholder or a substituted shareholder in connection with any such transfer.
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MANAGEMENT OF THE FUND
The Manager
Legg Mason Partners Fund Advisor, LLC (LMPFA), a wholly-owned subsidiary of Legg Mason Inc. (Legg Mason), is a
registered investment adviser with offices at 620 Eighth Avenue, New York, New York 10018 and will provide administrative and
management services to the Fund and the Master Fund. As of March 31, 2013, LMPFAs total assets under management were
approximately $214.7 billion. Legg Mason is a global asset management firm. As of March 31, 2013, Legg Masons asset management
operation had aggregate assets under management of approximately $664.6 billion. LMPFA has limited experience managing a
registered fund of hedge funds. In consideration of the advisory and other services provided by LMPFA to the Master Fund pursuant to
a management agreement, the Master Fund will pay LMPFA an annual fee, payable monthly, in an amount up to 1.10% of the Master
Funds average monthly managed assets.
The management fee and related terms of the Funds management agreement with LMPFA are substantially the same as the terms
of the Master Funds management agreement with LMPFA, except that pursuant to the Funds management agreement, no
management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund; provided, however, the Funds
shareholders bear an indirect share of the management fee payable by the Master Fund to LMPFA through the Funds investment in the
Master Fund.
The Master Fund pays a management fee to LMPFA (which in turn pays a portion of such fee to the Sub-Adviser) based on a
percentage of the Funds Managed Assets. LMPFA will base its decision regarding whether and how much leverage to use for the
Master Fund on its assessment of whether such use of leverage will advance the Master Funds investment objective. A decision to
increase the Master Funds leverage, however, will have the effect, all other things being equal, of increasing Managed Assets and
therefore LMPFAs and the Sub-Advisers fees. Consequently, LMPFA and the Sub-Adviser may have a conflict of interest in
determining whether to increase the Master Funds use of leverage. LMPFA will seek to manage that potential conflict by only
increasing the Master Funds use of leverage when it determines that such increase is consistent with the Master Funds investment
objective, and by periodically reviewing the Master Funds performance and use of leverage with the Master Funds Board of Trustees.
If a management fee is paid by the Fund in the future, a similar conflict of interest will exist between the Fund, on the one hand, and
LMPFA and the Sub-Adviser, on the other.
The Sub-Adviser
Permal Asset Management LLC, a limited liability company formed under the laws of the State of Delaware, is the investment
sub-adviser of the Fund and the Master Fund. The Sub-Adviser, with offices at 900 Third Avenue, New York, NY 10022, is registered
with the SEC as an investment adviser under the Advisers Act. Subject to the oversight of LMPFA and the Board of Trustees, the SubAdviser provides day-to-day portfolio management with respect to the Funds and the Master Funds assets.
The Sub-Adviser is a member of the Permal Group and is owned indirectly by Permal Group Ltd., a holding company of an
international financial group of companies. Permal Group Ltd. is a subsidiary of Legg Mason. The Permal Group is one of the largest
fund-of-funds investment firms in the world with approximately $23.5 billion in assets under management at March 31, 2013. The SubAdviser had approximately $15.3 billion in assets under management at March 31, 2013.
In addition to the Fund and the other funds in this master-feeder structure, the Sub-Adviser currently manages one U.S.
registered open-end fund of funds. The Sub-Adviser has approximately 40 years of experience in managing funds of hedge funds that
are not registered as investment companies under U.S. law (although some are registered under the regulatory framework of foreign
jurisdictions, such as the Undertaking For Collective Investment in Transferable Securities (UCITS)).
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LMPFA, and not the Master Fund, will pay an amount equal to 1.00% of the Master Funds average monthly managed assets to
the Sub-Adviser for the investment advisory and day-to-day portfolio management services it provides to the Master Fund.
In addition, LMPFA, and not the Fund, will pay an amount equal to 1.00% of the Funds average monthly managed assets to the
Sub-Adviser for the investment advisory and day-to-day portfolio management services it provides to the Fund, except that no
management fee is payable by LMPFA so long as the Fund invests all
of its assets in the Master Fund.
The following individuals at the Sub-Adviser have primary responsibility for the day-to-day management of the Funds portfolio:
Javier F. Dyer, Deputy Chief Investment Officer and Portfolio Manager, Permal Asset Management LLC
Javier F. Dyer is Deputy Chief Investment Officer and the lead Portfolio Manager for Permal Fixed Income Holdings N.V. and coportfolio manager for Permal Investment Partners, LP and Permal Multi-Manager-Funds (Lux) Advantage Multi-Strategy Fund. In
addition, his responsibilities include quantitative and qualitative due diligence on prospective hedge fund managers, especially those
who manage fixed income and credit related strategies. He has been with The Permal Group since 2003. From 1999 to 2001, Mr. Dyer
was a credit analyst for Atlantic Security Bank (now known as Credicorp Securities Inc.) in Miami where he supervised $300 million in
emerging markets and high yield debt securities. Prior to that time, Mr. Dyer was a credit analyst at Banco de Credito del Peru in Lima,
Peru. Mr. Dyer holds an M.B.A. in Finance from The Wharton School of the University of Pennsylvania (2003). He also holds a B.S. in
Business Administration with a major in finance from Universidad de Lima, Peru (1996).
Alexander Pillersdorf, Portfolio Manager, Permal Asset Management LLC
Alexander Pillersdorf is a Portfolio Manager at the firm and serves as co-portfolio manager of Permal Fixed Income Holdings
N.V., Permal Emerging Markets Holdings N.V., Permal Tactical Allocation Fund and Legg Mason Permal Global Absolute Fund. He
joined The Permal Group in 2005 as a Financial Analyst. Prior to Permal, Mr. Pillersdorf was a Financial Analyst at Houlihan Lokey
Howard & Zukin.
Mr. Pillersdorf graduated with distinction from the Goizueta Business School at Emory University with a B.B.A. in Finance and
Accounting (2003) and holds an M.B.A. from The Wharton School of the University of Pennsylvania (2010).
The Sub-Advisers Investment Committee (the Investment Committee) is also involved in advising with respect to the topdown allocation of investments of the Fund. Its members are listed below:
Isaac R. Souede, Chairman, Chief Executive Officer and Chief Investment Strategist, Permal Group.
Mr. Souede is Chairman, Chief Executive Officer and Chief Investment Strategist of Permal Group. He is also Director of Permal
Group Inc., a role he has held since 1987. Mr. Souede became the Chairman, Chief Executive Officer and Director of Permal Asset
Management LLC in April 2003, and Director of Permal Group Ltd. in July 2005. Mr. Souede serves as a director of the Steinhardt
Fund as well as other funds within the Permal Family of Funds. Mr. Souede holds an M.B.A. from the University of Michigan and was a
licensed Certified Public Accountant in the State of New York.
James R. Hodge, President and Chairman of the Investment Committee, Permal Asset Management LLC
Mr. Hodge is President of Permal Asset Management LLC and Chairman of the Permal Investment Committee, and is responsible
for asset allocation as well as performance monitoring and research and analysis
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of fund managers. Prior to joining the Permal Group, Mr. Hodge held a number of positions culminating in Director of Cost Accounting
during four years of employment with the New York Stock Exchange. He was also the Controller of Biolectron, Inc., a privately held
medical products company, for four years. Mr. Hodge has an M.B.A. from Harvard Business School, a B.S. with highest distinction
from Indiana University and is a Certified Public Accountant in the state of New Jersey.
Robert Kaplan, Chief Investment Officer and Executive Vice President, Permal Asset Management LLC
Mr. Kaplan is currently an Executive Vice President and Chief Investment Officer, responsible for ongoing asset allocation,
performance monitoring and research and is a member of the Permal Investment Committee. Mr. Kaplan joined the Permal Group in
1996, focusing on the discovery and identification of independent, investment managers including the analysis of their styles and
strategies. Prior to joining the Permal Group, Mr. Kaplan was an audit manager at Ernst & Young in their financial services division.
Mr. Kaplan has an M.B.A. with honors from Columbia University in New York and a B.S. in accounting from the State University of
New York at Albany. Mr. Kaplan was a licensed Certified Public Accountant in the state of New York.
Judy Tchou, Executive Vice President, Permal Asset Management LLC
Ms. Tchou joined the Permal Group in 1991. Her responsibilities include interviewing potential and existing money managers and
analyzing and monitoring performance of existing fund managers, including performing ongoing due diligence. Additionally, Ms. Tchou
monitors fund cash flows and oversees the execution of investment transactions. Ms. Tchou has a B.S. in Finance from New York
University.
Investment Management Agreements and Sub-Advisory Agreement
The Management Agreements between LMPFA and each of the Fund and the Master Fund, as applicable, provide that LMPFA
will manage the operations of the Fund and the Master Fund, subject to the supervision, direction and approval of the Board and the
objectives and the policies stated in this Prospectus.
Pursuant to the Sub-Advisory Agreements between LMPFA and the Sub-Adviser, the Sub-Adviser serves as a sub-adviser to the
Fund and the Master Fund. In this capacity, subject to the supervision of LMPFA and the Board, the Sub-Adviser provides the day-today portfolio management with respect to the Fund and the Master Funds assets.
Pursuant to each Management Agreement and Sub-Advisory Agreement, LMPFA and the Sub-Adviser, as applicable, manage the
Funds and the Master Funds investment portfolio, direct purchases and sales of portfolio securities and report thereon to the Funds
and the Master Funds officers and Trustees regularly. LMPFA or the Sub-Adviser, as applicable, also provides the office space,
facilities, equipment and personnel necessary to perform the following services for the Fund and the Master Fund: SEC compliance,
including record keeping, reporting requirements and registration statements and proxies; supervision of Fund or the Master Fund
operations, including coordination of functions of the transfer agent, custodian, accountants, counsel and other parties performing
services or operational functions for the Fund or the Master Fund; and certain administrative and clerical services, including certain
accounting services and maintenance of certain books and records.
Investment decisions for the Fund and the Master Fund are made independently from those of other funds or accounts managed by
LMPFA or the Sub-Adviser. Such other funds or accounts may also invest in the same securities as the Fund and the Master Fund. If
those funds or accounts are prepared to invest in, or desire to dispose of, the same security at the same time as the Fund and the Master
Fund, however, transactions in such securities will be made, insofar as feasible, for the respective funds and accounts in a manner
deemed equitable to all. In some cases, this procedure may adversely affect the size of the position obtained for or disposed of by the
Fund and the Master Fund or the price paid or received by the Fund and the Master Fund. In addition,
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because of different investment objectives, a particular security may be purchased for one or more funds or accounts when one or more
funds or accounts are selling the same security.
The Management Agreements and the Sub-Advisory Agreements each have an initial term of two years and continue in effect
from year to year thereafter if such continuance is specifically approved at least annually by the Board or by a majority of the
outstanding voting securities of the Fund, and in either event, by a majority of the Independent Trustees of the Funds Board with such
Independent Trustees casting votes in person at a meeting called for such purpose. The Board of the Fund or the holders of a majority of
the Funds shares may terminate the Management Agreement on sixty days written notice without penalty and LMPFA, may terminate
any of such agreements to which they are party on ninety days written notice without penalty. The Management Agreement, will
terminate automatically in the event of assignment (as defined in the 1940 Act).
Under the terms of the Management Agreements and the Sub-Advisory Agreements, LMPFA or the Sub-Adviser, as applicable,
shall not be liable for losses or damages incurred by the Fund or the Master Fund, unless such losses or damages are attributable to the
willful misfeasance, bad faith or gross negligence on the part of LMPFA or the Sub-Adviser, as applicable, or from reckless disregard
by them of their obligations and duties under the relevant agreement.
The basis for the Boards initial approval of the Funds Management Agreement and Sub-Advisory Agreement will be provided
in annual or semi-annual reports to shareholders, and the basis for subsequent continuations of the Funds Management Agreement and
Sub-Advisory Agreement will be provided in annual or semi-annual reports to shareholders for the periods during which such
continuations occur.
In consideration of the advisory and other services provided by the LMPFA to the Master Fund pursuant to the Management
Agreement, the Master Fund pays LMPFA a management fee, accrued monthly and payable quarterly in arrears, of up to 1.10% on an
annualized basis of the Master Funds managed assets as of each month-end. In the case of a partial month, the management fee is
based on the number of days during the month in which the Manager invested Master Fund assets.
The management fee and related terms of the Funds Management Agreement with LMPFA are substantially the same as the
terms of the Master Funds management agreement with LMPFA, except that pursuant to the Funds management agreement, no
management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund. The Funds shareholders bear an
indirect share of the management fee payable by the Master Fund to LMPFA through the Funds investment in the Master Fund.
LMPFA has agreed to waive fees and/or reimburse the expenses (including organization and offering expenses) to the extent
necessary to ensure that the total annual Fund operating expenses attributable to Service Shares will not exceed 2.10% (excluding fees
and expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds held by the Master Fund,
brokerage, interest expense, taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or reimbursed
within three years after the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating expenses
attributable to Service Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any amount that
would result in the total annual Fund operating expenses attributable to Service Shares exceeding the limit described above. These
arrangements will continue until December 31, 2014. Any modification or termination of these arrangements prior to December 31,
2014 will require approval of the Board of Trustees.
In addition to amounts payable under the Management Agreements, the Fund and the Master Fund are each responsible for their
own expenses, including, among other things: fees and expenses (including incentive or performance allocations and fees) attributable
to Portfolio Funds and other investments and any losses in connection therewith; brokerage; interest expense; taxes; governmental fees;
voluntary assessments and other expenses incurred in connection with membership in investment company organizations; organization
costs of the Fund; the Service Provider Fee; fees and expenses of custodians, transfer agents, registrars, independent
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pricing vendors or other agents; legal expenses; loan commitment fees; expenses relating to the issuance and repurchase of the Funds
or the Master Funds shares and servicing shareholder accounts; expenses of registering and/or qualifying the Funds shares for sale
under applicable federal and state law; expenses of preparing, setting in print, printing and distributing prospectuses and any statements
of additional information and any supplements thereto, reports, proxy statements, notices and distributions to the Funds and the Master
Funds shareholders; costs of stationery; website costs; costs of meetings of the Board or any committee thereof, meetings of
shareholders and other meetings of the Fund and the Master Fund; Board fees; audit fees; travel expenses of officers, Trustees and
employees of the Fund and the Master Fund, if any; the Funds and the Master Funds pro rata portion of premiums on any fidelity
bond and other insurance covering the Fund, the Master Fund and their officers, Trustees and employees; litigation expenses and any
non-recurring or extraordinary expenses as may arise, including, without limitation, those relating to actions, suits or proceedings to
which the Fund or the Master Fund are a party and any legal obligation which the Fund or the Master Fund may have to indemnify their
respective Trustees and officers with respect thereto.
The expense caps and waived and/or reimbursed fees do not cover: (a) fees and expenses, including incentive or performance
allocations and fees, attributable to Portfolio Funds in which the Master Fund invests; (b) interest expense; (c) any expenses or charges
related to litigation, derivative actions, demand related to litigation, regulatory or other government investigations and proceedings, for
cause regulatory inspections and indemnification or advancement of related expenses or costs, to the extent any such expenses are
considered extraordinary expenses as determined under generally accepted accounting principles; (d) transaction costs (such as
brokerage commissions and dealer and underwriter spreads) and taxes; and (e) other extraordinary expenses as determined under
generally accepted accounting principles. Without limiting the foregoing, extraordinary expenses are generally those that are unusual or
expected to recur only infrequently, and may include such expenses, by way of illustration, as (i) expenses of the reorganization,
restructuring, redomiciling or merger of the Fund or a class or the acquisition of all or substantially all of the assets of another fund or;
(ii) expenses of holding, and soliciting proxies for, a meeting of shareholders of the Fund (except to the extent relating to routine items
such as the election of Trustees or the approval of the independent registered public accounting firm); and (iii) expenses of converting to
a new custodian, transfer agent or other service provider, in each case to the extent any such expenses are considered extraordinary
expenses.
For Permals services to the Master Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser. No management fee will be paid by the Master Fund directly to the Sub-Adviser.
In addition, for Permals services to the Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser, except that no management fee is payable by LMPFA so long as the Fund invests all of its assets in
the Master Fund. No management fee will be paid by the Fund directly to the Sub-Adviser.
Pass-Through Voting
Whenever the Fund as an investor in the Master Fund is requested to vote on matters pertaining to the Master Fund, the Fund will
seek voting instructions from investors and will vote its interest in the Master Fund for or against such matters proportionately to the
instructions to vote for or against such matters received from the investors. The Fund shall vote shares of the Master Fund for which it
receives no voting instructions in the same proportion as the shares of the Fund for which it receives voting instructions.
DISTRIBUTOR AND DEALERS
The Fund has entered into a distribution agreement with LMIS, an affiliate of LMPFA and the Sub-Adviser, to serve as distributor
and solicit investors for the Service Shares. Under the Service Distribution Agreement,
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LMIS responsibilities include, but are not limited to, selling Service Shares of the Fund upon the terms set forth in this Prospectus and
making arrangements for the collection of purchase monies or the payment of purchase proceeds. In the Service Distribution Agreement
between the Fund and LMIS, the Fund has agreed to indemnify LMIS against certain liabilities, including liabilities arising under the
1933 Act. LMIS will not act as a market maker with respect to the Service Shares.
LMIS may engage one or more Dealers to assist in the distribution of the Funds Service Shares. LMPFA, the Sub-Adviser or their
affiliates may pay a fee out of their own resources to Dealers for distribution of Service Shares and account services. Dealers may
charge a separate fee for their services in conjunction with an investment in the Fund and/or maintenance of investor accounts. Such a
fee is not a sales load imposed by the Fund or LMIS, and will be in addition to any fees charged or paid by the Fund. The payment of
any such fees, and their impact on a particular investors investment returns, would not be reflected in the returns of the Fund. Dealers
or other financial intermediaries also may impose terms and conditions on investor accounts and investments in the Fund that are in
addition to the terms and conditions set forth in this Prospectus. Such terms and conditions are not imposed by the Fund, LMIS or any
other service provider of the Fund. Any terms and conditions imposed by a Dealer or other financial intermediary, or operational
limitations applicable to such parties, may affect or limit a shareholders ability to purchase Service Shares or tender Service Shares for
repurchase, or otherwise transact business with the Fund. Shareholders should direct any questions regarding fees, terms and conditions
applicable to their accounts, or relevant operational limitations to the Dealer or other financial intermediary.
Legg Mason, a Maryland corporation and the indirect parent of LMPFA and the Sub-Adviser, currently owns a majority of the
Funds outstanding Shares and expects to purchase additional Shares in the offering. As a result, Legg Mason may be deemed to control
the Fund until it owns less than 25% of the outstanding Shares. Upon completion of the offering described in this prospectus it is not
anticipated that Legg Mason will remain a controlling shareholder of the Fund. The principal business address of Legg Mason is 100
International Drive, Baltimore, Maryland.
SHAREHOLDER SERVICES AND DISTRIBUTION
Shareholder Services and Distribution Agent
LMIS serves as Shareholder Services and Distribution Agent of the Fund and has responsibility for such investor and distribution
services and Fund administrative assistance as may include, but shall not be limited to, assisting in establishing and maintaining
accounts and records relating to shareholders that invest in Service Shares; processing repurchase, dividend, and distribution payments
on behalf of shareholders; in connection with shareholders subscriptions for initial and subsequent investments in the Fund, arranging
for bank wires following notification to a Fund; responding to shareholder inquiries relating to the services performed by the Fund;
responding to routine inquiries from shareholders concerning their investments in Service Shares; assisting shareholders in changing
account designations and addresses; assisting shareholders in processing of repurchase requests; and providing such other similar
services as the Fund may reasonably request.
Pursuant to the terms of the Shareholder Plan, the Fund pays LMIS an annual fee, payable monthly, of 0.25% average monthly net
assets attributable to Service Shares, for shareholder services provided by LMIS to Service shareholders (the Shareholder Services
Fee). LMIS will generally pay substantially all of these ongoing fees to Dealers, except with respect to Service Shares sold by LMIS.
LMIS may waive and/or reimburse all or a portion of the Shareholder Services Fee, but there can be no assurance that it will do so.
The services of LMIS and Dealers differ from that offered by the Sub-Adviser and the Service Provider. The Sub-Adviser provides
day-to-day portfolio management with respect to the Funds assets and the Master Funds
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assets. The Service Provider provides accounting, transfer agency and investor-related services to the Fund, and also assists the Fund
with its operational needs. LMIS and Dealers provide both distribution services (i.e., selling Service Shares of the Fund) and investor
servicing (i.e., direct personal assistance to Service shareholders).
SERVICES
Service Provider
The Bank of New York Mellon serves as the Service Provider of the Fund and the Master Fund and has the responsibility for
providing record-keeping, accounting, financial and related reporting, investor-related and anti-money laundering services and for
assisting the Fund and the Master Fund with their operational needs. Under the Services Agreement, the Service Provider is responsible
for, among other things: (1) maintaining a list of shareholders and generally performing all actions related to the issuance and
repurchase of Shares, if any; (2) providing the Fund with certain record-keeping, clerical and bookkeeping services; (3) computing the
NAV of the Fund; (4) preparing, or overseeing the preparation of, monthly, quarterly, semi-annual and annual financial statements of the
Fund, quarterly reports of the operations of the Fund and maintaining information to facilitate the preparation of annual tax returns;
(5) preparing certain regulatory filings; and (6) performing additional services, as agreed upon, in connection with the operations of the
Fund. Subject to approval of the Board, the Service Provider may from time to time delegate its responsibilities under the Services
Agreement to one or more parties selected by the Service Provider. The Services Provider provides these services to the Fund pursuant
to the Services Agreement (the Services Agreement).
In consideration of the services provided by the Service Provider to the Fund, the Fund pays the Service Provider a monthly fee,
which is not expected to exceed 0.075% (annually) of the Funds average net assets. The Fund also pays the Service Provider certain
fixed fees for tax preparation and other services (collectively with the asset based fee, the Service Provider Fee). The Service
Provider Fee is paid out of and reduces the Funds net assets.
PERFORMANCE INFORMATION
Appendix D shows comparative performance information with respect to accounts managed by the Sub-Adviser with an
investment objective and strategies substantially similar to that of the Fund and the Master Fund. Prospective investors should carefully
read the disclosures that accompany the investment performance data and charts in Appendix D.
Sales literature relating to the Fund and reports to shareholders may include quotations of investment performance of the Fund. In
these materials, the Funds performance will normally be portrayed as the net return to an investor during each month or quarter of the
period for which investment performance is being shown. Cumulative performance and year-to-date performance computed by
aggregating quarterly or monthly return data may also be used. Investment returns will be reported on a net basis, after all fees and
expenses. Other methods also may be used to portray the Funds investment performance.
The Funds performance results will vary from time to time, and past results are not necessarily indicative of future
investment results. As of the date of this prospectus, the Master Fund has not yet commenced investment operations and, therefore,
does not have performance results.
Comparative performance information, as well as any published ratings, rankings and analyses, reports and articles discussing the
Fund, may also be provided to shareholders and prospective investors in the Fund, including data and materials prepared by recognized
sources of such information. Such information may include comparisons of the Funds and the Master Funds investment performance
to the performance of recognized market indices such as the S&P 500, the Russell 2000, or other lesser known indices (including
indices of other
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pooled investment vehicles investing in Portfolio Funds and private equity venture and buyout funds). Comparisons also may be made
to economic and financial trends and data that may be relevant for investors to consider in determining whether to invest in the Fund.
DETERMINATION OF NET ASSET VALUE
Each of the Fund and the Master Fund will calculate its NAV as of the close of business on the last business day of each calendar
month and at such other times as the Board may determine, including in connection with repurchases of Shares, in accordance with the
procedures described below or as may be determined from time to time in accordance with policies established by the Board. The NAV
of a Fund will equal the value of the total assets of the Fund, less all of its liabilities, including accrued fees and expenses. The NAV of
the Master Fund will equal the value of the total assets of the Master Fund, less all of its liabilities, including accrued fees and expenses.
Because the Fund intends to invest substantially all of its assets in the Master Fund, the value of the assets of the Fund will depend on
the value of its share of the Portfolio Funds or other investments in which the Master Fund invests. The NAV per share equals the NAV
of the Fund divided by the number of its outstanding Shares. The Board of Trustees of the Master Fund has approved procedures
pursuant to which the Master Fund will value its investments in Portfolio Funds at fair value. In accordance with these procedures, fair
value as of each date upon which the Fund calculates its net asset value (an NAV Date) will be determined by the North American
Fund Valuation Committee at LMPFA based on valuations provided by the Portfolio Funds third party administrators and due diligence
conducted by the Sub-Adviser, which is in accordance with the Portfolio Funds valuation policies. Using the nomenclature of the
Portfolio Fund industry, any values reported as estimated or final values will reasonably reflect market values of securities for
which market quotations are available or fair value as of the Portfolio Funds valuation date.
The third party administrators of Portfolio Funds will generally be paid by the Portfolio Funds, and not the Master Fund. It is not
anticipated that the Master Fund would have a direct legal claim against third party administrators in the event of a conflict over a
valuation. Portfolio Managers and third party administrators may face conflicts of interest in valuing portfolio securities since such
values affect their respective compensation.
The Fund, through its investment in the Master Fund, will normally invest primarily in Portfolio Funds. The net asset values of
Portfolio Funds are generally not readily available from pricing vendors, nor are they calculable independently by the Sub-Adviser or
Portfolio Managers. Therefore, pursuant to the valuation procedures, the Master Fund will fair value its interests in the Portfolio Funds.
Prior to investing in any Portfolio Fund, the Sub-Adviser will conduct a due diligence review of the valuation methodology
utilized by a Portfolio Funds third party administrator, which will utilize market values when available and otherwise utilize principles
of fair value that the Sub-Adviser reasonably believes to be consistent with those used by the Master Fund in valuing its own
investments.
The Master Fund will value each underlying Portfolio Fund as of the NAV Date primarily in reliance on the most recent
Underlying NAV supplied by the Portfolio Funds third party administrator. In the event the Underlying NAV is not as of the NAV
Date, the Sub-Adviser will use benchmark or other triggers in determining if a significant market movement has occurred between the
effective date of the Underlying NAV and the Funds NAV Date that should be taken into consideration when determining the
reasonableness of the Underlying NAV. Based on the foregoing factors, the Sub-Adviser will make recommendations to the Master
Fund on fair valuation of such securities. Neither the Sub-Adviser nor the Board of Trustees will be able to directly confirm
independently the accuracy of the Underlying NAVs provided by the Portfolio Funds third party administrators (which are unaudited,
except for year-end valuations).
Although redemptions of interests in Portfolio Funds are subject to advance notice requirements, Portfolio Funds will typically
make available net asset value information to holders that represents the price at which, even
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in the absence of redemption activity, the Portfolio Fund would have effected a redemption if any such requests had been timely made
or if, in accordance with the terms of the Portfolio Funds governing documents, it would be necessary to effect a mandatory
redemption. Following procedures adopted by the Board of Trustees of the Master Fund, in the absence of specific transaction activity
in interests in a particular Portfolio Fund, the Board of Trustees of the Master Fund would consider whether it was appropriate, in light
of all relevant circumstances, to value its interest at its net asset value as reported at the time of valuation or whether to adjust such
value to reflect a premium or discount to net asset value. In accordance with generally accepted accounting principles and industry
practice, the Fund and the Master Fund may not always apply a discount in cases where there is no contemporaneous redemption
activity in a particular Portfolio Fund. In other cases, as when a Portfolio Fund imposes extraordinary restrictions on redemptions, or
when there have been no recent transactions in Portfolio Fund interests, the Master Fund may determine that it is appropriate to apply a
discount to the net asset value of the Portfolio Fund. Any such decision would be made in good faith and subject to the review and
supervision of the Board.
Any valuations provided by the Portfolio Funds third party administrator upon which the Master Fund will calculate its monthend net asset value and net asset value per share may be subject to later adjustment based on valuation information reasonably available
at such time. For example, year-end net asset value calculations of the Portfolio Funds are audited by Portfolio Funds independent
auditors and may be revised as a result of such audits. Because such adjustments or revisions, whether increasing or decreasing the net
asset value of the Master Fund (and, therefore, the Fund) at the time they occur, relate to information available only at the time of the
adjustment or revision, the adjustments or revisions will not affect the amount of the repurchase proceeds of the Master Fund received
by shareholders who had their shares repurchased prior to such adjustments and received their repurchase proceeds. As a result, to the
extent that such subsequently adjusted valuations from the Portfolio Managers or administrators or revisions to an Underlying NAV
adversely affect the Master Funds (and, therefore, the Funds) net asset value, the outstanding shares will be adversely affected by
prior repurchases to the benefit of shareholders who had their shares repurchased at a net asset value higher than the adjusted amount.
Conversely, any increases in the net asset value resulting from such subsequently adjusted valuations will be entirely for the benefit of
the outstanding shares and to the detriment of shareholders who previously had their shares repurchased at a lower net asset value than
the adjusted amount. The same principles apply to the purchase of shares. New shareholders may be affected in a similar way.
The valuation procedures approved by the Board provide that, where deemed appropriate by the Sub-Adviser and consistent with
the 1940 Act, investments in Portfolio Funds may be valued at cost. Generally, valuation at cost is appropriate only at the time of initial
purchase. Cost would only be used when cost is determined to best approximate the fair value of the particular security under
consideration. For example, cost may not be appropriate when the Master Fund is aware of sales of similar securities to third parties at
materially different prices or in other circumstances where cost may not approximate fair value (which could include situations where
there are no sales to third parties). In such a situation, the Master Funds investment will be revalued in a manner that the Sub-Adviser,
in accordance with procedures approved by the Board of Trustees, determines in good faith best reflects approximate market value. The
Board of Trustees will be responsible for ensuring that the valuation policies utilized by the Sub-Adviser are fair to the Fund and
consistent with applicable regulatory guidelines.
Expenses of the Fund and the Master Fund, including LMPFAs and the Sub-Advisers investment management fee and the costs
of any borrowings, are accrued and are taken into account for the purpose of determining net asset value.
Prospective investors should be aware that situations involving uncertainties as to the value of portfolio positions could have an
adverse effect on the Funds or the Master Funds net assets if the judgments of the Board of Trustees, the North American Fund
Valuation Committee at LMPFA, the Sub-Adviser, or the Portfolio Managers of the Portfolio Funds should prove incorrect.
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Although the Master Funds investments in Portfolio Funds will not have readily available market quotations, securities in which
the Master Fund invests which do generally have readily available market quotations, such as government securities and the securities
of exchange-traded funds, will be valued at market value, which is currently determined using the last reported sale price or, if no sales
are reported (in the case of some securities traded over-the-counter), the last reported bid price.
DISTRIBUTIONS TO SHAREHOLDERS
The Fund intends to distribute net investment income and capital gains annually, although it reserves the right to distribute less
than all of such income and gains and pay any corresponding excise tax and corporate income tax, provided that the Fund maintains its
eligibility to be taxed as a regulated investment company. Unless you elect to receive distributions in cash (i.e., opt out), all of your
distributions, including any capital gains distributions on your Shares, will be automatically reinvested in additional Shares under the
Funds Dividend Reinvestment Plan. See Dividend Reinvestment Plan. However, the Fund may elect to pay cash/stock dividends and
limit the aggregate amount of cash distributed to all of its shareholders, in which case shareholders electing to receive cash may
nonetheless receive a portion of such distributions in Shares of the Fund. In that event, such electing shareholders generally would be
taxed on the full amount of any such distribution (including the portion payable in the Funds Shares). See Risk FactorsCertain Tax
Risks with Respect to an Investment in the FundCertain Distributions of the Funds Shares Will Be Taxable.
DIVIDEND REINVESTMENT PLAN
Unless you elect to receive distributions in cash (i.e., opt-out), all dividends, including any capital gain dividends, on your Service
Shares will be automatically reinvested by The Bank of New York Mellon, as agent for the shareholders (the Plan Agent), in
additional Service Shares under the Funds Dividend Reinvestment Plan (the Plan). You may elect not to participate in the Plan by
contacting the Plan Agent. If you do not participate, you will receive all cash distributions paid by check mailed directly to you by The
Bank of New York Mellon, as dividend paying agent. However, the Fund may elect to pay cash/share dividends and limit the aggregate
amount of cash distributed to all of its shareholders, in which case shareholders electing to receive cash may nonetheless receive a
portion of such distributions in Service Shares of the Fund. In that event, such electing shareholders generally would be taxed on the full
amount of any such distribution (including the portion payable in the Funds Service Shares). See Risk FactorsCertain Tax Risks with
Respect to an Investment in the FundCertain Distributions of the Funds Shares Will Be Taxable.
If you participate in the Plan, the number of Service Shares you will receive will be determined by the current NAV of the Service
Shares.
Service Shares in your account will be held by the Plan Agent in non-certificated form. Any proxy you receive will include all
Service Shares you have received under the Plan.
You may withdraw from the Plan (i.e., opt-out) by notifying the Plan Agent in writing at BNY Investors Services c/o Permal
Hedge Strategies Fund I, 400 Bellevue Parkway, Wilmington, DE 19809, Mail Stop 19C-0204 or by calling the Plan Agent at
866-211-4521. Such withdrawal will be effective immediately if notice is received by the Plan Agent not less than ten business days
prior to any dividend or distribution record date; otherwise such withdrawal will be effective as soon as practicable after the Plan
Agents investment of the most recently declared dividend or distribution on the Service Shares. The Plan may be amended or
supplemented by the Fund upon notice in writing mailed to shareholders at least 30 days prior to the record date for the payment of any
dividend or distribution by the Fund for which the termination is to be effective.
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Automatically reinvesting dividends and distributions does not mean that you do not have to pay income taxes due upon receiving
dividends and distributions. Investors will be subject to income tax on amounts reinvested under the Plan.
The Fund reserves the right to amend or terminate the Plan if, in the judgment of the Board of Trustees, the change is warranted.
There is no direct service charge to participants in the Plan; however, the Fund reserves the right to amend the Plan to include a service
charge payable by the participants. Additional information about the Plan and your account may be obtained by calling the Plan Agent
at 866-211-4521.
CERTAIN TAX CONSIDERATIONS
Set forth below is a discussion of the material U.S. federal income tax aspects concerning the Fund and the purchase, ownership
and disposition of Shares. This discussion does not purport to be complete or to deal with all aspects of U.S. federal income taxation
that may be relevant to shareholders in light of their particular circumstances. Unless otherwise noted, this discussion assumes you are a
U.S. shareholder and that you hold your Shares as a capital asset. You will be a U.S. shareholder if you are an individual who is a citizen
or resident of the United States, a U.S. domestic corporation, or any other person that is subject to U.S. federal income tax on a net
income basis in respect of an investment in Shares. This discussion is based upon the Code, the regulations promulgated thereunder, and
judicial and administrative ruling authorities, as of the date hereof, all of which are subject to change, or differing interpretations
(possibly with retroactive effect). This discussion does not represent a detailed description of the U.S. federal income tax considerations
relevant to special classes of taxpayers including, without limitation, financial institutions, insurance companies, investors in passthrough entities, U.S. shareholders whose functional currency is not the United States dollar, tax-exempt organizations, dealers in
securities or currencies, traders in securities or commodities that elect mark to market treatment, or persons that will hold Shares as a
position in a straddle, hedge or as part of a constructive sale for U.S. federal income tax purposes. In addition, this discussion
does not address the application of the U.S. federal alternative minimum tax. Prospective investors should consult their own tax advisers
with regard to the U.S. federal tax consequences of the purchase, ownership, or disposition of Shares, as well as the tax consequences
arising under the laws of any state, foreign country, or other taxing jurisdiction.
Taxation of the Master Fund
The Master Fund intends to be treated as a partnership for U.S. federal income tax purposes for as long as it has at least two
members. As a result, the Master Fund will itself not be subject to U.S. federal income tax. Rather, each of the Master Funds
shareholders, including the Fund, will be required to take into account, for U.S. federal income tax purposes, its allocable share of the
Master Funds items of income, gain, loss, deduction and credit.
Taxation of the Fund
The Fund intends to elect to be treated and to qualify annually as a regulated investment company (a RIC) under Subchapter M
of the Code.
To qualify for the favorable U.S. federal income tax treatment generally accorded to RICs, the Fund must, among other things:
(i) derive in each taxable year at least 90% of its gross income from (a) dividends, interest, payments with respect to securities loans and
gains from the sale or other disposition of stock, securities or foreign currencies or other income (including but not limited to gains from
options, futures or forward contracts) derived with respect to its business of investing in such stock, securities or currencies; and (b) net
income derived from interests in certain publicly traded partnerships that are treated as partnerships for U.S. federal income tax
purposes and that derive less than 90% of their gross income from the items described in (a) above (each a Qualified Publicly Traded
Partnership); and (ii) diversify its holdings so that, at the end of each quarter of the
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taxable year, (a) at least 50% of the value of the Funds assets is represented by cash and cash items (including receivables), U.S.
government securities, the securities of other RICs and other securities, with such other securities of any one issuer limited for the
purposes of this calculation to an amount not greater than 5% of the value of the Funds total assets and not greater than 10% of the
outstanding voting securities of such issuer, and (b) not more than 25% of the value of its total assets is invested in the securities (other
than U.S. government securities or the securities of other RICs) of a single issuer, or two or more issuers that the Fund controls and that
are engaged in the same, similar or related trades or businesses, or any one or more Qualified Publicly Traded Partnerships.
For purposes of determining whether the Fund satisfies the 90% gross income test described in clause (i) above, the character of
the Funds distributive share of items of income, gain and loss derived through the Master Fund and any Portfolio Fund that is also
classified as a partnership for U.S. federal income tax purposes (other than a Qualified Publicly Traded Partnership) generally will be
determined as if the Fund realized such tax items directly. Similarly, for purposes of determining whether the Fund satisfies the asset
diversification test described in clause (ii) above, the Fund intends to look through the Master Fund to the underlying Portfolio Funds,
and also to further look through to the assets held by any Portfolio Fund that is classified as a partnership for U.S. federal income tax
purposes (other than a Qualified Publicly Traded Partnership).
As a RIC, the Fund generally will not be subject to U.S. federal income tax on its investment company taxable income (as that
term is defined in the Code, but determined without regard to the deduction for dividends paid) and net capital gain (the excess of net
long-term capital gain over net short-term capital loss), if any, that it distributes in each taxable year to its shareholders, provided that it
distributes at least 90% of the sum of its investment company taxable income and its net tax-exempt income for such taxable year.
A RIC that fails to distribute, by the close of each calendar year, an amount at least equal to the sum of 98% of its ordinary taxable
income for such calendar year and 98.2% of its capital gain net income for the one-year period ending on October 31 of such calendar
year, plus any shortfalls from any prior years required distribution, is generally liable for a nondeductible 4% excise tax on the portion
of the undistributed amounts of such income that are less than the required distributions. For these purposes, the Fund will be deemed to
have distributed any income on which it paid U.S. federal income tax.
The Fund intends to distribute its ordinary taxable income and capital gain net income to its shareholders annually, although it
reserves the right to distribute less than all of such amounts and pay any corresponding excise tax and corporate Income tax (for
instance, because it lacks the information that it needs from a particular Portfolio Fund to determine its income attributable to that
Portfolio Fund).
A distribution by the Fund will be treated as paid on December 31 of any calendar year if it is declared by the Fund in October,
November or December with a record date in such a month and paid by the Fund during January of the following calendar year. Such
distributions will be taxable to shareholders in the calendar year in which the distributions are declared, rather than the calendar year in
which the distributions are received.
If the Fund failed to satisfy the 90% gross income test, the asset diversification test, or the 90% distribution requirement in any
taxable year, the Fund could in some cases cure such failure, including by paying a Fund-level tax on certain portions of its income,
paying interest, making additional distributions or disposing of certain assets. If the Fund were ineligible to or otherwise did not cure
such failure for any taxable year, or if the Fund were otherwise to fail to qualify as a RIC accorded special tax treatment for such year,
the Fund would be taxed as an ordinary corporation on its taxable income even if such income were distributed to its shareholders and
all distributions out of earnings and profits (including distributions of net capital gain) would be taxed to shareholders as ordinary
dividend income. Such distributions generally would be eligible (i) to be treated as qualified dividend income in the case of individual
and other non-corporate shareholders and (ii) for the dividends received deduction in the case of corporate shareholders. In addition, the
Fund could be required to
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recognize unrealized gains, pay taxes and make distributions (which could be subject to interest charges) before requalifying for
taxation as a RIC.
Distributions
Subject to the discussion under Passive Foreign Investment Companies below, distributions to shareholders by the Fund of
ordinary income, and of net short-term capital gains, if any, realized by the Fund will generally be taxable to shareholders as ordinary
income to the extent that such distributions are paid out of the Funds current or accumulated earnings and profits. To the extent
distributions paid by the Fund to non-corporate shareholders (including individuals) are attributable to dividends from U.S. corporations
and certain qualified foreign corporations (other than PFICs), such distributions may be eligible for taxation as qualified dividend
income at preferential rates, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder. Distributions, if any, of net capital gains that are properly reported by the Fund as capital gain dividends will be taxable as
long-term capital gains, regardless of the length of time the shareholder has owned Shares of the Fund. A distribution of an amount in
excess of the Funds current and accumulated earnings and profits will be treated by a shareholder as a return of capital which is applied
against and reduces the shareholders basis in his or her Shares. To the extent that the amount of any such distribution exceeds the
shareholders basis in his or her Shares, the excess will be treated by the shareholder as gain from a sale or exchange of the Shares. Any
distributions paid by the Fund that are attributable to dividends from U.S. corporations may be eligible for the corporate dividends
received deduction, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder.
Distributions will be treated in the manner described above regardless of whether such distributions are paid in cash or invested in
additional Shares pursuant to the Plan.
In addition to distributions of Shares pursuant to the Plan, the Fund may also distribute dividends that are payable in cash or the
Funds Shares at the election of each shareholder. Internal Revenue Service Revenue Procedure 2010-12 temporarily allowed a RIC
whose shares were publicly traded on an established securities market in the United States to distribute its own shares as a dividend for
the purpose of fulfilling its distribution requirements. Although Revenue Procedure 2010-12 is not currently applicable, the Internal
Revenue Service has also issued private letter rulings on cash/stock dividends paid by RICs and real estate investment trusts (including,
in some cases, where the shares were not publicly traded) if certain requirements are satisfied. Whether pursuant to a private letter ruling
or otherwise, we reserve the option to pay any future dividend in cash and our Shares. Shareholders subject to U.S. federal income tax
that receive such dividends generally will be required to recognize the full amount of the dividend (including the portion payable in
Shares) as ordinary dividend income to the extent of the Funds current and accumulated earnings and profits for U.S. federal income
tax purposes. As a result, shareholders may be required to pay income taxes with respect to such dividends in excess of the cash
dividends received. Shareholders should consult their own tax advisors regarding the tax consequences to them of any such dividend
they may receive.
The Fund may elect to retain its net capital gain or a portion thereof for investment and be taxed at corporate rates on the amount
retained. In such case, it may designate the retained amount as undistributed capital gains in a notice to its shareholders, who will be
treated as if each received a distribution of his pro rata share of such gain, with the result that each shareholder will (i) be required to
report his pro rata share of such gain on his tax return as long-term capital gain, (ii) receive a refundable tax credit for his pro rata share
of tax paid by the Fund on the gain and (iii) increase the tax basis for his Shares by an amount equal to the deemed distribution less the
tax credit.
Shareholders will be notified annually as to the U.S. federal tax status of any distributions. Information returns reporting such
distributions will generally be provided to shareholders on an IRS Form 1099 (as opposed to a Schedule K-1 which is generally
provided by partnerships).
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Sale or Exchange of Shares
Upon the sale or other disposition of Shares (other than repurchases, which are described below), a shareholder will generally
realize capital gain or loss in an amount equal to the difference between the amount realized and the shareholders adjusted tax basis in
the Shares sold. Such gain or loss will be long-term or short-term, depending upon the shareholders holding period for the Shares.
Generally, a shareholders gain or loss will be a long-term gain or loss if the Shares have been held for more than one year. For noncorporate taxpayers, long-term capital gains are currently eligible for reduced rates of taxation.
No loss will be allowed on the sale or other disposition of Shares if the owner acquires (including acquisitions of Shares pursuant
to the Plan) or enters into a contract or option to acquire securities that are substantially identical to such Shares within 30 days before
or after the disposition. In such a case, the basis of the securities acquired will be adjusted to reflect the disallowed loss. Losses realized
by a shareholder on the sale or exchange of Shares held for six months or less are treated as long-term capital losses to the extent of any
distribution of long-term capital gain received (or amounts designated as undistributed capital gains) with respect to such Shares.
Under Treasury regulations, if a shareholder recognizes a loss with respect to shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the Internal Revenue Service a disclosure
statement on Internal Revenue Service Form 8886. Direct shareholders of portfolio securities are in many cases excepted from this
reporting requirement, but under current guidance, shareholders of a RIC are not excepted. Future guidance may extend the current
exception from this reporting requirement to shareholders of most or all RICs. The fact that a loss is reportable under these regulations
does not affect the legal determination of whether the taxpayers treatment of the loss is proper. Shareholders should consult their tax
advisors to determine the applicability of these regulations in light of their individual circumstances.
Repurchase of Shares
The repurchase of Shares by the Fund generally will be a taxable transaction for U.S. federal income tax purposes, either as a sale
or exchange or, under certain circumstances, as a dividend. A repurchase of Shares generally will be treated as a sale or exchange if the
receipt of cash by the shareholder results in a complete redemption of the shareholders interest in the Fund or is substantially
disproportionate or not essentially equivalent to a dividend with respect to the shareholder. In determining whether any of these tests
have been met, Shares actually owned and Shares considered to be owned by the shareholder by reason of certain constructive
ownership rules generally must be taken into account. If any of the tests for sale or exchange treatment is met, a shareholder will
generally recognize capital gain or loss (which will be treated in the same manner as described above) equal to the difference between
the amount of cash received by the shareholder and the adjusted tax basis of the Shares repurchased.
If none of the tests for sale or exchange treatment is met, the amount received by a shareholder on a repurchase of Shares will be
taxable to the shareholder as a dividend to the extent of such shareholders allocable share of the Funds current and accumulated
earnings and profits. The excess of such amount received over the portion that is taxable as a dividend would constitute a non-taxable
return of capital (to the extent of the shareholders adjusted tax basis in the Shares sold), and any amount in excess of the shareholders
adjusted tax basis would constitute taxable capital gain. Any remaining tax basis in the Shares repurchased by the Fund will be
transferred to any remaining Shares held by such shareholder. In addition, if a repurchase of Shares is treated as a dividend to the
tendering shareholder, a constructive dividend may result to a non-tendering shareholder whose proportionate interest in the earnings
and assets of the Fund has been increased by such repurchase.
Nature of the Master Funds Investments
Certain hedging and derivatives transactions of the Master Fund or the Portfolio Funds are subject to special and complex federal
income tax provisions that may, among other things, (i) disallow, suspend or otherwise limit
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the allowance of certain losses or deductions, (ii) convert lower-taxed long-term capital gain into higher-taxed short-term capital gain or
ordinary income, (iii) convert an ordinary loss or a deduction into a capital loss (the deductibility of which is more limited), (iv) cause
the Fund to recognize income or gain without a corresponding receipt of cash, (v) adversely affect the time as to when a purchase or sale
of stock or securities is deemed to occur, (vi) adversely alter the intended characterization of certain complex financial transactions or
(vii) produce income that will not qualify as good income under the RIC rules. These rules could therefore affect the character, amount
and timing of distributions to shareholders.
Original Issue Discount Securities
If the Master Fund invests in zero coupon or other discount securities, such investments could result in income to the Fund equal
to a portion of the excess of the face value of the securities over their issue price (the original issue discount) each year that the
securities are held, even if the Master Fund receives no cash interest payments. This income would be included in determining the
amount of income which the Fund must distribute to maintain its qualification for the favorable U.S. federal income tax treatment
generally accorded to RICs and to avoid the payment of U.S. federal income tax and the nondeductible 4% federal excise tax. Because
such income may not be matched by a corresponding cash distribution to the Master Fund, the Master Fund may be required to borrow
money or dispose of other securities to enable the Fund to make distributions to its shareholders.
Currency Fluctuations
Under Section 988 of the Code, gains or losses attributable to fluctuations in exchange rates between the time the Master Fund
accrues income or receivables or expenses or other liabilities denominated in a foreign currency and the time the Master Fund actually
collects such income or receivables or pays such liabilities are generally treated as ordinary income or loss. Similarly, gains or losses on
foreign currency, foreign currency forward contracts, certain foreign currency options or futures contracts and the disposition of debt
securities denominated in foreign currency, to the extent attributable to fluctuations in exchange rates between the acquisition and
disposition dates, are also treated as ordinary income or loss.
Passive Foreign Investment Companies
The Master Fund may acquire interests in Portfolio Funds organized outside the United States that are treated as corporations for
U.S. tax purposes and that are treated as passive foreign investment companies (PFICs) for U.S. federal income tax purposes.
If the Fund or the Master Fund makes a valid election to mark to market interests that it holds in some or all of such PFICs at
the end of each taxable year, the Fund will recognize as ordinary income any increase in the value of those PFIC interests as of the close
of the taxable year (subject to adjustments for deferral of losses from the taxable year) over their adjusted basis and as ordinary loss any
decrease in that value unless the loss is required to be deferred. Gains realized with respect to PFICs that the Fund or the Master Fund
has validly elected to mark to market will be ordinary income. If the Fund realizes a loss with respect to such a PFIC, whether by virtue
of the Master Funds sale of all or part of the Master Funds interest in the PFIC or because of the mark to market adjustment
described above, the loss will be ordinary to the extent of the excess of the sum of the mark-to-market gains over the mark-to-market
losses previously recognized with respect to the PFIC. To the extent that the Funds mark-to-market loss with respect to a PFIC exceeds
that limitation, the loss will effectively be taken into account in offsetting future mark-to-market gains from the PFIC, and any
remaining loss will generally be deferred until the PFIC interests are sold, at which point the loss will be treated as a capital loss.
If the Fund or the Master Fund does not make the mark to market election with respect to a PFIC, the Master Fund may under
certain circumstances elect to treat the PFIC as a qualified electing fund (a QEF), which would result in the Master Fund recognizing
income and gain each year based on its allocable share of the income and gain recognized by the QEF. If the QEF incurs losses in a
taxable year, however, those losses would
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not pass through to the Master Fund or the Fund and, accordingly, would not be available to offset other income or gains of the Fund.
The Master Fund may not be able to make QEF elections with respect to some or all of the Portfolio Funds that are treated as PFICs
because the Portfolio Fund may not be willing to satisfy the necessary reporting requirements. If neither a mark to market nor a QEF
election is made with respect to an interest in a PFIC, the ownership of the PFIC interest may have significantly adverse tax
consequences for the Fund. In such a case, the Fund would be subject to an interest charge (at the rate applicable to tax underpayments)
on tax liability treated as having been deferred with respect to certain distributions and on gain from the disposition of the interests in a
PFIC (collectively referred to as excess distributions), even if those excess distributions are paid by the Fund as a dividend to its
shareholders.
If a mark-to-market or a QEF election is made, the Fund may be required to recognize income (which generally must be
distributed to the Funds shareholders) in excess of the distributions that the Master Fund receives from Portfolio Funds. Accordingly,
the Master Fund may need to borrow money or to dispose of its interests in Portfolio Funds in order to make the distributions required
in order to enable the Fund to maintain the Funds status as a RIC and to avoid the imposition of a federal income tax and/or the
nondeductible 4% excise tax. There can be no assurances, however, that the Master Fund will be successful in this regard and the Fund
may not be able to maintain its status as a RIC.
Dividends paid by PFICs, or amounts recognized pursuant to the mark-to-market or QEF election, will not be eligible for taxation
as qualified dividend income.
Foreign Taxes
Investment income that may be received by the Master Fund from sources within foreign countries may be subject to foreign taxes
withheld at the source. The United States has entered into tax treaties with many foreign countries that entitle the Master Fund to a
reduced rate of, or exemption from, taxes on such income. If more than 50% of the value of the Funds total assets at the close of the
taxable year consists of stock or securities of foreign corporations, the Fund may elect to pass-through to the Funds shareholders its
proportionate amount of foreign taxes paid by the Master Fund. If the Fund so elects, each shareholder would be required to include in
gross income, even though not actually received, his pro rata share of the foreign taxes paid by the Master Fund, but would be treated as
having paid his pro rata share of such foreign taxes and would therefore be allowed to either (i) deduct such amount in computing
taxable income or (ii) use such amount (subject to various Code limitations) as a foreign tax credit against federal income tax. For
purposes of the foreign tax credit limitation rules of the Code, each shareholder would treat as foreign source income his pro rata share
of such foreign taxes plus the portion of dividends received from the Fund representing income derived from foreign sources. No
deduction for foreign taxes could be claimed by a non-corporate shareholder who does not itemize deductions. In certain circumstances,
a shareholder that has held Shares of the Fund for less than a specified minimum period during which it is not protected from risk of
loss, or is obligated to make payments related to the dividends, will not be allowed a foreign tax credit for foreign taxes deemed
imposed on dividends paid on such Shares. Additionally, the Master Fund must also meet this holding period requirement with respect
to its foreign stock and securities in order for creditable taxes to be passed through to its shareholders. Each shareholder should
consult his own tax adviser regarding the potential application of foreign tax credits.
Backup Withholding
The Fund may be required to withhold from all taxable distributions and redemption proceeds payable to shareholders who fail to
provide the Fund with their correct taxpayer identification number or to make required certifications, or who have been notified by the
Internal Revenue Service that they are subject to backup withholding. Certain shareholders specified in the Code generally are exempt
from such backup withholding. This withholding is not an additional tax. Any amounts withheld may be credited against the
shareholders U.S. federal income tax liability, provided that the shareholder furnishes the Internal Revenue Service with the required
information.
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Foreign Shareholders
U.S. taxation of a shareholder who is a nonresident alien individual, a foreign trust or estate, a foreign corporation or foreign
partnership (foreign shareholder) depends on whether the income of the Fund is effectively connected with a U.S. trade or business
carried on by the shareholder.
If the income from the Fund is not effectively connected with a U.S. trade or business carried on by the foreign shareholder,
distributions (including any distributions of Shares or repurchases of Shares that are taxable as a dividend, as described above under
Distributions and Repurchase of Shares, respectively) of investment company taxable income will be subject to a U.S. tax of
30% (or lower treaty rate), which tax is generally withheld from such distributions. However, dividends paid by the Fund that are
interest-related dividends or short-term capital gains dividends will generally be exempt from such withholding for taxable years
beginning before January 1, 2014, in each case to the extent the Fund properly reports such dividends to shareholders. For these
purposes, interest-related dividends and short-term capital gain dividends generally represent distributions of interest or short-term
capital gains that would not have been subject to U.S. federal withholding tax at the source if received directly by the foreign
shareholder, and that satisfy certain other requirements. A foreign shareholder whose income from the Fund is not effectively
connected with a U.S. trade or business would generally be exempt from U.S. federal income tax on capital gain dividends, any
amounts retained by the Fund that are designated as undistributed capital gains and any gains realized upon the sale or exchange of
Shares of the Fund. However, a foreign shareholder who is a nonresident alien individual and is physically present in the United States
for more than 182 days during the taxable year and meets certain other requirements will nevertheless be subject to a U.S. tax of 30% on
such capital gain dividends, undistributed capital gains and sale or exchange gains.
If the income from the Fund is effectively connected with a U.S. trade or business carried on by a foreign shareholder, then
distributions of investment company taxable income, any capital gain dividends, any amounts retained by the Fund that are designated
as undistributed capital gains and any gains realized upon the sale or exchange of Shares of the Fund will be subject to U.S. income tax
at the graduated rates applicable to U.S. citizens, residents or domestic corporations. Foreign corporate shareholders may also be subject
to the branch profits tax imposed by the Code.
In the case of a non-exempt foreign shareholder, the Fund may be required to withhold from distributions that are otherwise
exempt from withholding tax (or taxable at a reduced treaty rate) unless the foreign shareholder certifies his or her foreign status under
penalties of perjury or otherwise establishes an exemption.
The tax consequences to a foreign shareholder entitled to claim the benefits of an applicable tax treaty may differ from those
described herein. Foreign shareholders are advised to consult their own tax advisers with respect to the particular tax consequences to
them of an investment in the Fund.
Additional Withholding Requirements
Under legislation enacted in 2010 and administrative guidance, the relevant withholding agent may be required to withhold 30% of
any dividends paid after December 31, 2013 and the proceeds of a sale of Shares occurring after December 31, 2016 paid to (i) a foreign
financial institution unless such foreign financial institution agrees to verify, report and disclose certain of its U.S. accountholders and
meets certain other specified requirements or (ii) a non-financial foreign entity that is the beneficial owner of the payment unless such
entity certifies that it does not have any substantial United States owners or provides the name, address and taxpayer identification
number of each substantial United States owner and such entity meets certain other specified requirements. These requirements are
different from, and in addition to, the foreign status certification requirements described above.
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Other Taxation
Fund shareholders may be subject to state, local and foreign taxes on their Fund distributions. Shareholders are advised to consult
their own tax advisers with respect to the particular tax consequences to them of an investment in the Fund.
CERTAIN ERISA CONSIDERATIONS
The following is a summary of certain considerations associated with the purchase of the Funds Shares by employee benefit plans
that are subject to Title I of the Employee Retirement Income Security Act of 1974, as amended (ERISA), plans, individual retirement
accounts (IRAs) and other arrangements that are subject to Section 4975 of the Internal Revenue Code of 1986, as amended (the
Code), and entities whose underlying assets are considered to include plan assets of any such plans, accounts or arrangements (each
referred to herein as an ERISA Plan).
General Fiduciary Matters
ERISA and the Code impose certain duties on persons who are fiduciaries of an ERISA Plan and prohibit certain transactions
involving the assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any person who
exercises any discretionary authority or control over the administration of an ERISA Plan or the management or disposition of the assets
of an ERISA Plan, or who renders investment advice for a fee or other compensation to an ERISA Plan, is generally considered to be a
fiduciary of the ERISA Plan.
In consideration of an investment in the Funds Shares of a portion of the assets of any ERISA Plan, a fiduciary should determine
whether the investment is in accordance with the documents and instruments governing the ERISA Plan and the applicable provisions of
ERISA and the Code relating to a fiduciarys duties to the ERISA Plan. In this regard, ERISA imposes certain general and specific
responsibilities on persons who are fiduciaries with respect to an ERISA Plan, including prudence, diversification, prohibited
transactions, and other standards. In determining whether a particular investment is appropriate for an ERISA Plan, Department of
Labor (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 Plans portfolio, taking into consideration whether the investment is designed reasonably to
further the ERISA Plans purposes, an examination of the risk and return factors, the portfolios 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 and
the proposed investment in the Fund, the income taxes of the investment, and the projected return of the total portfolio relative to the
ERISA Plans funding objectives. Before investing the assets of an ERISA Plan in the Fund, an ERISA Plan fiduciary should determine
whether such an investment is consistent with its fiduciary responsibilities and the foregoing regulations. If a fiduciary with respect to
any such ERISA Plan breaches his or her 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 Asset Issues
ERISA and the regulations (the Plan Asset Regulations) promulgated under ERISA by the DOL generally provide that when an
ERISA Plan acquires an equity interest in an entity that is neither a publicly-offered security nor a security issued by an investment
company registered under the 1940 Act, the ERISA Plans assets include both the equity interest and an undivided interest in each of
the underlying assets of the entity unless it is established either that less than 25% of the total value of each class of equity interest in the
entity is held by benefit plan investors as defined in Section 3(42) of ERISA or that the entity is an operating company, as defined
in the Plan Asset Regulations. Because the Fund will be registered as an investment company under the 1940 Act, the underlying assets
of the Fund will not be considered to be plan assets of the ERISA Plans
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investing in the Fund for purposes of ERISAs fiduciary responsibility and prohibited transaction rules. Thus, the Sub-Adviser will not
be a fiduciary with respect to the assets of any ERISA Plan that becomes a shareholder of the Fund, solely as a result of the ERISA
Plans investment in the Fund.
An ERISA Plan proposing to invest in the Fund and any fiduciaries responsible for the ERISA Plans investments should be fully
aware of and understand the Funds investment objective, policies, and strategies, and the decision to invest plan assets in the Fund
should be made with appropriate consideration of relevant investment factors with regard to the ERISA Plan and be consistent with the
duties and responsibilities imposed upon fiduciaries with regard to their investment decisions under ERISA.
Prohibited Transaction Issues
Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan
assets with persons or entities who are parties in interest, within the meaning of ERISA, or disqualified persons, within the
meaning of Section 4975 of the Code, unless an exemption is available. A party in interest or disqualified person who engaged in a nonexempt prohibited transaction may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. In addition,
the fiduciary of the ERISA Plan that engaged in such a non-exempt prohibited transaction may be subject to penalties and liabilities
under ERISA and the Code.
Whether or not the underlying assets of the Fund were deemed to include plan assets, as described above, a prohibited
transaction within the meaning of ERISA and the Code may result if the Funds Share is acquired by an ERISA Plan to which the Fund,
LMPFA or the Sub-Adviser is a party in interest or disqualified person and such acquisition is not entitled to an applicable
exemption, of which there are many. Due to the complexity of these rules and the penalties that may be imposed upon persons involved
in non-exempt prohibited transactions, it is particularly important that fiduciaries, or other persons considering purchasing the Funds
Shares on behalf of, or with the assets of, any ERISA Plan, consult with their counsel regarding the matters described herein.
The provisions of ERISA and the Code are subject to extensive and continuing administrative and judicial interpretation and
review. The discussion contained herein is, of necessity, general and may be affected by future publication of regulations and rulings.
Potential investors should consult their legal advisers regarding the consequences under the fiduciary responsibility provisions of
ERISA and the prohibited transaction provisions of Title I of ERISA and Section 4975 of the Code of the acquisition and ownership of
Shares.
DESCRIPTION OF SHARES
The following description is based on relevant portions of the Maryland Statutory Trust Act and on our Declaration of Trust and
Bylaws. This summary is not necessarily complete, and we refer you to the Maryland Statutory Trust Act and our Declaration of Trust
and Bylaws for a more detailed description of the provisions summarized below.
Shares of Beneficial Interest
The Declaration of Trust authorizes the issuance of an unlimited number of shares of beneficial interest, par value $.00001 per
share. All shares of beneficial interest of the same class have equal rights to the payment of dividends and the distribution of assets upon
liquidation. Shares of beneficial interest will, when issued, be fully paid and non-assessable, and will have no pre-emptive or conversion
rights or rights to cumulative voting. The Board of Trustees, without shareholder vote, can increase or decrease the aggregate number of
shares of beneficial interest outstanding and can classify and reclassify any authorized but unissued shares.
Net asset value will be reduced immediately following the initial offering by the offering expenses.
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Each outstanding share of beneficial interest entitles the holder to one vote on all matters submitted to a vote of shareholders,
including the election of Trustees. Except as provided with respect to any other class or series, the shareholders will possess the
exclusive voting power. There is no cumulative voting in the election of Trustees, which means that the holders of a majority of the
outstanding shares of beneficial interest can elect all of the Trustees then standing for election, and the holders of the remaining shares
of beneficial interest will not be able to elect any Trustees.
Pursuant to the terms of the Declaration of Trust, the Fund may, in the future, pursue its investment program through one or more
subsidiary vehicles without any action by the shareholders.
CERTAIN PROVISIONS IN THE DECLARATION OF TRUST AND BYLAWS
The following description is based on relevant portions of the Maryland Statutory Trust Act and on our Declaration of Trust and
Bylaws. This summary is not necessarily complete, and we refer you to the Maryland Statutory Trust Act and our Declaration of Trust
and Bylaws for a more detailed description of the provisions summarized below.
The Fund
The certificate of trust to establish the Fund was filed with the State Department of Assessments and Taxation of Maryland on
November 8, 2011. The Fund is a Maryland statutory trust. A Maryland statutory trust is an unincorporated business association that is
established under, and governed by, the Maryland Statutory Trust Act. Maryland law provides a statutory framework for the powers,
duties, rights and obligations of the Board and shareholders of a trust, while the more specific powers, duties, rights and obligations of
the Board and the shareholders are determined by the Board as set forth in the Funds Declaration of Trust (referred to in this section as
the Declaration). Some of the more significant provisions of the Declaration are described below.
Shareholder Voting
The Declaration provides for shareholder voting as required by the 1940 Act or other applicable laws and as described below
under the heading Election and Removal of Trustees, but otherwise permits, consistent with Maryland law, actions by the Board
without seeking the consent of shareholders. The Fund is not required to hold an annual meeting of shareholders, but the Fund will call
special meetings of shareholders whenever required by the 1940 Act or by the terms of the Declaration. The Declaration provides that
each outstanding share of beneficial interest entitles the holder to one vote on all matters submitted to a vote of shareholders, including
the election of trustees. All shareholders of record of all classes of the Fund vote together, except where required by the 1940 Act to
vote separately by class, or when the Board has determined that a matter affects only the interests of one or more classes of shares.
Election and Removal of Trustees
The Declaration provides that the Board may establish the number of trustees, and that vacancies on the Board may be filled by the
remaining trustees, except when election of trustees by the shareholders is required under the 1940 Act. Trustees are then elected by a
plurality of votes cast by shareholders at a meeting at which a quorum is present. The Declaration also provides that a mandatory
retirement age may be set by action of two-thirds of the trustees and that trustees may be removed, with or without cause, by a vote of
shareholders holding two-thirds of the voting power of the trust, or by a vote of two-thirds of the remaining trustees. The provisions of
the Declaration relating to the election and removal of trustees may not be amended without the approval of two-thirds of the trustees.
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Amendments to the Declaration
The trustees are authorized to amend the Declaration without the vote of shareholders, but no amendment may be made that
impairs the exemption from personal liability granted in the Declaration to persons who are or have been shareholders, trustees, officers
or employees of the Fund, or that limits the rights to indemnification, advancement of expenses or insurance provided in the Declaration
with respect to actions or omissions of persons entitled to indemnification, advancement of expenses or insurance under the Declaration
prior to the amendment.
Issuance of Shares
The Fund may issue an unlimited number of shares for such consideration and on such terms as the Board may determine.
Shareholders are not entitled to any appraisal, preemptive, conversion, exchange or similar rights, except as the Board may determine.
Disclosure of Shareholder Holdings
The Declaration specifically requires shareholders, upon demand, to disclose to the Fund information with respect to the direct and
indirect ownership of shares in order to comply with various laws or regulations, and the Fund may disclose such ownership if required
by law or regulation, or as the Board may otherwise decide.
CUSTODIAN AND TRANSFER AGENT
The custodian of the assets of the Fund is The Bank of New York Mellon. The Custodian performs custodial, fund accounting and
portfolio accounting services. The Funds transfer, shareholder services and dividend paying agent is The Bank of New York Mellon.
FISCAL YEAR AND TAX YEAR
For accounting purposes, the Funds fiscal year is the 12-month period ending on March 31. The 12-month period ending
March 31st of each year will be the taxable year of the Fund.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board has selected KPMG LLP, located at 345 Park Avenue, New York, New York 10154, to serve as the independent
registered public accountants of the Fund.
LEGAL COUNSEL
Simpson Thacher & Bartlett LLP, located at 425 Lexington Avenue, New York, New York, serves as legal counsel to the Fund and
also serves as legal counsel to LMPFA and certain of its affiliates. Venable LLP, located at 750 E. Pratt Street, Baltimore, Maryland,
serves as Maryland counsel to the Fund.
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Prospectus
Permal Hedge Strategies Fund I
Service Shares
You should read this Prospectus, which contains important information about the Fund that you should know, before deciding whether
to invest, and retain it for future reference. A Statement of Additional Information, dated June , 2013, as it may be amended (the
SAI), containing additional information about the Fund, has been filed with the Securities and Exchange Commission (the SEC)
and is incorporated by reference in its entirety into this Prospectus. You may request a free copy of the SAI (the table of contents of
which is on page 85 of this Prospectus), annual and semi-annual reports to stockholders (when available), and additional information
about the Fund, or make shareholder inquiries, by calling (800) 822-5544, by writing to the Fund or visiting the Funds website
(http://www.permalhsf.com). The information contained in, or accessed through, the Funds website is not part of this Prospectus. You
may also obtain a copy of the SAI (and other information regarding the Fund) from the SECs Public Reference Room in Washington,
D.C. Information relating to the Public Reference Room may be obtained by calling the SEC at (202) 551-8090. Such materials, as well
as the Funds annual and semi-annual reports (when available) and other information regarding the Fund, are also available on the
SECs website (http://www.sec.gov). You may also e-mail requests for these documents to publicinfo@sec.gov or make a request in
writing to the SECs Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549-0102.
If someone makes a statement about the Fund that is not in this Prospectus, you should not rely upon that information. Neither the Fund
nor the distributor is offering to sell Shares of the Fund to any person to whom the Fund may not lawfully sell its Shares.
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Permal Hedge Strategies Fund I
Service Shares
You may visit the Funds website, http://www.permalhsf.com, for a free copy of a Prospectus or an Annual or Semi-Annual
Report.
Shareholder reports Additional information about the Funds investments is available in the Funds Annual and SemiAnnual Reports to shareholders. In the Funds Annual Report, you will find a discussion of the market conditions and
investment strategies that significantly affected the Funds performance during its last fiscal year.
You can make inquiries about the Fund or obtain shareholder reports (without charge) by calling the Fund at (800)
822-5544, or by writing to the Fund.
Information about the Fund can be reviewed and copied at the Securities and Exchange Commissions (the SEC) Public
Reference Room in Washington, D.C. Information on the operation of the Public Reference Room may be obtained by
calling the SEC at 1-202-551-8090. Reports and other information about the Fund are available on the EDGAR Database
on the SECs Internet site at http://www.sec.gov. Copies of this information may be obtained for a duplicating fee by
electronic request at the following E-mail address: publicinfo@sec.gov, or by writing the SECs Public Reference Section,
Washington, D.C. 20549.
If someone makes a statement about the Fund that is not in this Prospectus, you should not rely upon that information.
Neither the Fund nor the distributor is offering to sell Shares of the Fund to any person to whom the Fund may not lawfully
sell its Shares.

(Investment Company Act
file no. 811-22628)
PRML014365 11/12
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The information in this Statement of Additional Information is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This Statement of
Additional Information is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted.
Subject to Completion, Dated June 10, 2013
PERMAL HEDGE STRATEGIES FUND I
Institutional Shares and Service Shares
STATEMENT OF ADDITIONAL INFORMATION
Permal Hedge Strategies Fund I (the Fund) is a Maryland statutory trust registered under the Investment Company Act of 1940,
as amended (the 1940 Act), as a non-diversified, closed-end management investment company.
This Statement of Additional Information relating to the Funds Institutional Shares of beneficial interest, par value $.00001 per
share (the Institutional Shares) and the Funds Service Shares of beneficial interest, par value $.00001 per share (the Service Shares,
together with the Institutional Shares, the Shares) does not constitute a prospectus, but should be read in conjunction with the
prospectus of the Funds Institutional Shares and the prospectus of the Funds Service Shares, each dated
, 2013, and as
they may be supplemented (together, the Prospectus). This Statement of Additional Information does not include all information that
a prospective investor should consider before purchasing the Shares, and investors should obtain and read the Funds Prospectus prior
to purchasing such shares. A copy of the Funds Prospectus, annual and semi-annual reports (when available) and additional
information about the Fund may be obtained without charge by calling (888) 777-0102, by writing to the Fund at 620 Eighth Avenue,
New York, New York 10018 or by visiting the Funds website (http://www.permalhsf.com). The information contained in, or accessed
through, the Funds website is not part of the Funds Prospectus or this Statement of Additional Information. Prospective investors may
also obtain a copy of the Funds Prospectus on the Securities and Exchange Commissions website (http://www.sec.gov). Capitalized
terms used but not defined in this Statement of Additional Information have the meanings ascribed to them in the Prospectus.
This Statement of Additional Information is dated
i
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INVESTMENT OBJECTIVE
The Funds investment objective is to seek long-term capital appreciation while attempting to reduce risk and volatility. In seeking
to achieve its objective, the Fund, through its investment in the Master Fund, will provide its shareholders with access through
investments in the Portfolio Funds to a broad range of investment strategies with a global fixed income focus, which may include, but
are not limited to, global fixed income strategies (e.g., U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income
arbitrage, asset-backed securities, long-only, high yield, emerging markets debt), global event-driven strategies (e.g., risk arbitrage,
distressed debt, special situations, activists) and global macro strategies (e.g., discretionary, systematic, natural resources) and, to a
lesser extent, equity long/short strategies.
The Fund, through its investment in the Master Fund, seeks to produce investment returns that have lower risk than traditional
long-only investments and over time produce above-market returns. The combination of various Portfolio Funds that utilize alternative
investment strategies and that are typically less correlated to the market than traditional long-only funds is expected to produce a
portfolio that is less volatile than the general market and less correlated to such market than traditional long-only funds investing in the
same market.
INVESTMENT POLICIES AND TECHNIQUES
Applicability of 1940 Act Limitations
For purposes of determining compliance with the Funds and the Master Funds investment restrictions and certain investment
limitations under the 1940 Act, including for example, the Funds and the Master Funds leverage limitations, the Fund and the Master
Fund will not look through Portfolio Funds in which the Fund, through its investment in the Master Fund, invests, except for Portfolio
Funds managed or distributed by LMPFA or the Sub-Adviser, respectively, or their affiliates. Portfolio Funds are not subject to the
Funds and the Master Funds investment restrictions and, unless registered under the 1940 Act, are generally not subject to any
investment limitations under the 1940 Act or the Code.
Fundamental Policies
The Funds fundamental policies listed below may not be changed without an affirmative vote of a majority of its voting
securities, which means the lesser of: (i) 67% of the outstanding voting securities (by value) present at a meeting at which holders of
more than 50% of the outstanding voting securities (by value) are present in person or by proxy; or (ii) more than 50% of the
outstanding voting securities (by value). Such policies cannot be changed without the approval of a majority (as such majority vote is
defined in the preceding sentence) of the outstanding voting securities of the Fund. No other policy is a fundamental policy of the Fund.
Within the limits of the Funds fundamental policies, its management has reserved freedom of action. The Fund may not:
(1) Borrow money or issue any senior security, except to the extent permitted under the 1940 Act, and as interpreted,
modified, or otherwise permitted by a regulatory authority having jurisdiction, from time to time.
(2) Invest 25% or more of the value of its total assets in the securities of issuers in any single industry or group of industries,
other than securities issued by the U.S. government, its agencies or instrumentalities and repurchase agreements collateralized by
securities issued by the U.S. government, its agencies or instrumentalities. The Fund, through its investment in the Master Fund,
will invest 25% or more of the value of its total assets in Portfolio Funds (except for temporary or defensive purposes during any
period of adverse market conditions generally affecting Portfolio Funds), but will not invest, through its investment in the Master
Fund, 25% or more of the value of its total assets in Portfolio Funds that, in the aggregate, have investment programs that focus on
investing in any single industry or group of related industries. For purposes of this investment restriction, the Portfolio Funds are
not considered part of any industry or group of industries.
(3) Underwrite securities of other issuers, except to the extent that it may be deemed to be an underwriter under the federal
securities laws in connection with the disposition of portfolio securities.
1
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(4) Purchase or sell real estate, commodities or commodity contracts, except that, to the extent permitted by applicable law,
the Fund, through its investment in the Master Fund, may (i) invest in Portfolio Funds (including passive foreign investment
companies) that hold direct or indirect interests in real estate; (ii) invest in securities directly or indirectly secured by real estate or
interests therein or issued by entities that invest in real estate or interests therein; (iii) invest in securities directly or indirectly
secured by timber, oil, natural gas, coal, electricity or other energy-related commodities or securities issued by entities that invest
in or hold such commodities; and (iv) purchase and sell forward contracts, financial futures contracts and options thereon.
(5) Make loans of money or securities to other persons, except to the extent permitted under the 1940 Act, and as interpreted,
modified, or otherwise permitted by regulatory authority having jurisdiction, from time to time.
(6) Purchase or sell physical commodities and commodity contracts, except that it may (a) enter into futures contracts and
options thereon in accordance with applicable law and (b) purchase or sell physical commodities if acquired as a result of
ownership of securities or other instruments. The Fund and the Master Fund will not consider stock index, currency and other
financial futures contracts, swaps, or hybrid instruments to be commodities for purposes of this investment policy. For purposes of
this investment restriction, the Fund and the Master Fund will not be prohibited from investing in Portfolio Funds which, in turn,
invest in commodities.
All other investment policies of the Fund set forth in the Prospectus are not considered fundamental policies and may be changed
by the Board of Trustees without any vote of shareholders.
For purposes of the investment restriction related to Portfolio Funds that have investment programs that focus on investing in any
single industry or group of related industries set forth in sub paragraph (2) above, investment program means the Portfolio Funds stated
investment strategy, if any, as set forth in such Portfolio Funds private placement memorandum, subscription agreement, or similar
document.
Under the 1940 Act, the Fund is not permitted to incur indebtedness, including through the issuance of debt securities, unless
immediately thereafter the total asset value of the Funds portfolio is at least 300% of the aggregate amount of outstanding indebtedness
(i.e., the aggregate amount of outstanding debt may not exceed 33 1/3% of the Funds Managed Assets). In addition, the Fund is not
permitted to declare any cash distribution on its Shares unless, at the time of such declaration, the net asset value of the Funds portfolio
(determined after deducting the amount of such distribution) is at least 300% of the aggregate amount of such outstanding indebtedness.
If the Fund borrows money, the Fund intends, to the extent possible, to retire outstanding debt from time to time to maintain coverage of
any outstanding indebtedness of at least 300%.
With respect to the limitation regarding the issuance of senior securities set forth in subparagraph (1) above, senior securities are
defined as any bond, debenture, note, or similar obligation or instrument constituting a security and evidencing indebtedness, and any
stock of a class having priority over any other class as to distribution of assets or payment of dividends.
The ability of a closed-end fund to issue senior securities is severely circumscribed by complex regulatory constraints under the
1940 Act that restrict, for instance, the amount, timing and form of senior securities that may be issued. Certain portfolio management
techniques, such as credit default swaps, the purchase of securities on margin, short sales or the writing of puts on portfolio securities,
may be considered senior securities unless appropriate steps are taken to segregate the Funds or the Master Funds assets or otherwise
cover their obligations. To the extent the Fund or the Master Fund covers its commitment under these transactions, including by the
segregation of liquid assets, equal in value to the amount of the Funds or the Master Funds commitment, such instrument will not be
considered a senior security by the Fund or the Master Fund and therefore will not be subject to the 300% asset coverage requirement
otherwise applicable to borrowings by the Fund or the Master Fund.
Under the 1940 Act, a senior security does not include any promissory note or evidence of indebtedness where such loan is for
temporary purposes only and in an amount not exceeding 5% of the value of the total assets of the issuer at the time the loan is made. A
loan is presumed to be for temporary purposes if it is repaid within sixty days and is not extended or renewed.
2
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The Fund has no current intention to issue preferred shares. With respect to the limitation regarding the Funds ability to borrow
set forth in subparagraph (1) above, the 1940 Act requires the Fund to maintain at all times an asset coverage of at least 300% of the
amount of its borrowings. For the purpose of borrowing money, asset coverage means the ratio that the value of the Funds total
assets, minus liabilities other than borrowings, bears to the aggregate amount of all borrowings. Certain trading practices and
investments may be considered to be borrowings and thus subject to the 1940 Act restrictions. On the other hand, certain practices and
investments may involve leverage but are not considered to be borrowings under the 1940 Act, such as the purchasing of securities on a
when-issued or delayed delivery basis, entering credit default swaps or futures contracts, engaging in short sales and writing options on
portfolio securities, so long as the Fund covers its obligations by segregating liquid assets, entering into offsetting transactions or
owning positions covering its obligations.
With respect to these policies and other policies and investment restrictions described in this Prospectus (except the fundamental
policies on borrowings and the issuance of senior securities, and as otherwise noted herein), if a percentage restriction is adhered to at
the time of an investment or transaction, a later change in percentage resulting from a change in the values of investments or the value
of the Funds or the Master Funds total assets, unless otherwise stated, will not constitute a violation of such policy or restriction. The
Funds or the Master Funds investment policies and restrictions do not apply to the activities and transactions of Portfolio Funds in
which assets of the Fund, through its investment in the Master Fund, are invested, but will apply to investments made by the Fund,
through its investment in the Master Fund, indirectly (or any account consisting solely of the Funds assets). The Portfolio Funds may
have different or contrary investment policies.
Non-Fundamental Policies of the Fund
These investment policies may be changed by the Funds Board of Trustees without a vote of the Funds shareholders. The Fund
may not:
(1) Purchase securities on margin, except that the Fund may: (a) make use of any short-term credit necessary for clearance of
purchases and sales of portfolio securities and for required distributions and (b) make initial or variation margin deposits in
connection with futures contracts, options, currencies, or other permissible investments, Mortgage, pledge, hypothecate or, in any
manner, transfer any security owned by the Fund as security for indebtedness, except as may be necessary in connection with
permissible borrowings or investments; and then such mortgaging, pledging or hypothecating may not exceed 33-1/3% of the
respective total assets of the Fund. The deposit of underlying securities and other assets in escrow and collateral arrangements with
respect to margin accounts for futures contracts, options, currencies or other permissible investments are not deemed to be
mortgages, pledges, or hypothecations for these purposes,
(2) Purchase participations or other direct interests in or enter into leases with respect to oil, gas, or other mineral
explorations or development programs, except that the Fund may invest in securities issued by companies that engage in oil, gas or
other mineral exploration or development activities or hold mineral leases acquired as a result of its ownership of securities, or
(3) Invest in companies for the purpose of exercising management or control.
The Sub-Adviser will not invest more than 20% of the Master Funds managed assets (measured at the time of investment) in any
one Portfolio Fund. In addition, the Master Fund will limit its investment position in any one Portfolio Fund to less than 5% of the
Portfolio Funds outstanding voting securities, absent an SEC order (or assurances from the SEC staff) under which the Master Funds
contribution and withdrawal of capital from a Portfolio Fund in which it holds 5% or more of the outstanding interests will not be
subject to various 1940 Act prohibitions on affiliated transactions. However, to permit the investment of more of its assets in smaller
Portfolio Funds deemed attractive by the Sub-Adviser, the Master Fund may purchase non-voting securities of Portfolio Funds, subject
to a limitation that the Master Fund will not purchase voting and non-voting interests in a Portfolio Fund that in the aggregate represent
25% or more of the Portfolio Funds outstanding equity.
Futures Transactions
The Fund and the Master Fund are operated by persons who have claimed an exclusion, granted to operators of registered
investment companies like the Fund and the Master Fund, from registration as a commodity pool
3
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operator with respect to the Fund and the Master Fund under the Commodity Exchange Act (the CEA), and, therefore, are not
subject to registration or regulation with respect to the Fund and the Master Fund under the CEA. As a result, effective December 31,
2012, the Fund and the Master Fund are limited in their ability to use commodity futures (which include futures on broad-based
securities indexes and interest rate futures) (collectively, commodity interests) or options on commodity futures, engage in certain
swaps transactions or make certain other investments (whether directly or indirectly through investments in other investment vehicles)
for purposes other than bona fide hedging, as defined in the rules of the Commodity Futures Trading Commission. With respect to
transactions other than for bona fide hedging purposes, either: (1) the aggregate initial margin and premiums required to establish the
Funds and the Master Funds positions in such investments may not exceed 5% of the liquidation value of the Funds and the Master
Funds portfolio (after accounting for unrealized profits and unrealized losses on any such investments); or (2) the aggregate net
notional value of such instruments, determined at the time the most recent position was established, may not exceed 100% of the
liquidation value of the Funds and the Master Funds portfolio (after accounting for unrealized profits and unrealized losses on any
such positions). In addition to meeting one of the foregoing trading limitations, the Fund and the Master Fund may not market itself as a
commodity pool or otherwise as a vehicle for trading in the futures, options or swaps markets.
Portfolio Fund Structure
Portfolio Funds are investment funds, typically organized as limited partnerships or limited liability companies, that are not
generally required to register under the 1940 Act because they do not publicly offer their securities and are restricted as to either the
number of investors permitted to invest in the fund or as to the qualifications of persons eligible to invest (determined with respect to the
value of investment assets held) in the fund. The Master Fund will typically invest in Portfolio Funds that are exempt from registration
pursuant to Section 3(c)(7) of the 1940 Act, and thus require their investors to be qualified purchasers. A qualified purchaser
generally is an individual with at least $5 million in investment assets or an entity, like the Fund, with at least $25 million in investment
assets. These types of investment funds are commonly known as hedge funds. A hedge fund is an investment structure for a private
investment pool, which may invest in a wide range of securities using a variety of investment strategies.
Portfolio Fund Strategy
Portfolio Funds typically have wide latitude to pursue investment programs designed to produce positive returns.
The Sub-Adviser anticipates that the investment programs of the Portfolio Managers will fall within one of the following broad
categories of alternative investment strategies traditionally employed by Portfolio Funds:


Global fixed income strategies, such as U.S. and non-U.S. fixed income hedge, convertible arbitrage, fixed income arbitrage,
asset-backed securities, long-only, high yield and emerging markets debt;



Global event-driven strategies, such as distressed debt, risk arbitrage, special situations and activists;



Global macro, such as discretionary, systematic as well as natural resources strategies. See Investment Categories below
for more detail on these strategies; and



To a lesser extent, equity long/short strategies.

The typical Portfolio Fund has greater investment flexibility than traditional investment funds (such as mutual funds and most
other registered investment companies) as to the types of securities owned, the types of trading strategies employed, and in many cases,
the amount of leverage it may use. For example, Portfolio Funds may invest in stocks, bonds, currencies, commodities and their
derivatives, and a variety of other types of securities; and they may take long, short, spread, option or other types of positions in any of
these securities. Hence, Portfolio Funds may be able to provide risk and return characteristics that cannot be duplicated by registered
investment companies such as mutual funds, which have limits on what investment strategies they can employ.
In connection with investing the assets of the Master Fund, the Sub-Adviser seeks to identify and invest the Master Funds assets
primarily with Portfolio Managers with established track records that have historically been able to generate attractive returns at a level
of risk deemed acceptable to the Sub-Adviser. Both quantitative and
4
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qualitative factors are considered in evaluating prospective Portfolio Managers including: general type of strategy employed; risk
control policies and history; duration and speed of recovery from drawdowns (i.e., losses); depth of experience; organizational
infrastructure; fee levels and reputation in the industry.
The Master Fund intends to vary its investment exposure through investments in a broad range of Portfolio Funds. The SubAdviser may seek to diversify among manager strategies, geographic regions, sector and asset classes. The Sub-Adviser will not invest
more than 20% of the Master Funds managed assets (measured at the time of investment) in any one Portfolio Fund. The combination
of the Portfolio Funds that utilize alternative investment strategies and that are typically less correlated to the market than traditional
funds is expected to produce a portfolio that is less volatile than the general market in which the Fund, through its investment in the
Master Fund, invests and less correlated to such market than traditional funds investing in the same market. The Sub-Adviser will seek
to control Portfolio Manager-specific risks through due diligence and the Portfolio Manager selection process, as well as subsequent
ongoing monitoring.
The Fund, through its investment in the Master Fund, will invest primarily in Portfolio Funds that are managed by Portfolio
Managers that employ a variety of alternative investment strategies that individually offer the potential for attractive investment returns.
Portfolio Managers may invest and trade in a wide range of instruments and markets, including, but not limited to, fixed income
and other debt-related instruments (such as interest rate swaps or futures), currencies, financial futures, commodities and U.S. and nonU.S. equities and equity-related instruments (such as warrants, options and equity futures). In connection with their investment
programs, Portfolio Managers will make use of a variety of sophisticated investment techniques that often involve, among other things,
leveraging (borrowing money for investment purposes), short sales of securities, hedging and arbitrage techniques and transactions in
derivative securities and other financial instruments such as stock options, index options, futures contracts, and options on futures.
Portfolio Managers use of these techniques will be an integral part of their investment programs, and involves significant risks to the
Master Fund in which the Fund will invest substantially all of its assets. There is no limit on the exposure to derivative instruments an
individual Portfolio Fund may undertake.
The Master Fund is not limited with respect to the types of investment strategies that Portfolio Managers may employ or the
markets or instruments in which they invest. The types of investment strategies and instruments which the Portfolio Managers may
employ and their respective risks are discussed under Risk Factors and Investment Strategy and ProcessInvestment Categories
below. The Master Funds structure and its investment approach are designed to provide the Fund several advantages over direct
investments in private investment funds, including:


the ability to invest in a professionally constructed and managed investment portfolio of private investment funds;



access to a diverse group of Portfolio Managers that utilize varying investment styles and strategies; and



reduced risk exposure that comes from investing with multiple Portfolio Managers that may have exhibited low correlation to
one another.

Most Portfolio Funds will invest primarily in marketable securities, although certain Portfolio Funds may also invest in privately
placed securities and other investments that are illiquid. Interests in the Portfolio Funds will not themselves be marketable and will have
limited liquidity.
Portfolio Managers are generally not limited as to the markets (either by location or type) in which they may invest or the
investment discipline that they may employ (such as bottom-up or top-down analysis). Portfolio Funds in which the Fund, through its
investment in the Master Fund, will invest may include private investment limited partnerships, joint ventures, other investment
companies and similar entities managed by Portfolio Managers.
To the extent permitted by applicable regulations and except as expressly provided in this Prospectus, neither the name of the Fund
nor any aspect of the Funds investment program is a fundamental investment policy of the Fund, and each can be changed by the
Funds Board of Trustees without shareholder approval. In the event of such a change, shareholders would receive notice.
5
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MANAGEMENT OF THE FUND
Board of Trustees
The overall management of the business and affairs of the Fund is vested in the Board of Trustees. Each member of the Board of
Trustees shall hold office until the next meeting of shareholders called for the purpose of considering the election of Trustees. The
Funds Board also serves as the board of trustees of the Master Fund.
The Trustees of the Fund, their ages, their principal occupations during the past five years (their titles may have varied during that
period), the number of investment companies or portfolios in the Fund Complex that each Trustee oversees, and the other board
memberships held by each Trustee is set forth below.
Number of

INTERESTED TRUSTEE*
Kenneth D. Fuller
Legg Mason & Co., LLC
(Legg Mason & Co.)
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1958

Term of

Investment

Office(1)

Companies in

and

Fund

Length of

Complex(2)

Other Directorships

Position(s)

Time

Principal Occupation(s)

Overseen by

Held by Trustee

with Fund

Served

During Past 5 Years

Trustee

During Past Five Years

Chairman,
CEO,
President
and Trustee

Since
June 2013

Managing Director of
Legg Mason & Co., LLC
(Legg Mason & Co.)
(since 2013); Officer and
Trustee/Director of 163
funds associated with
Legg Mason Partners
Fund Advisor, LLC
(LMPFA) or its
affiliates (since 2013);
President and Chief
Executive Officer of
LMPFA (since 2013);
formerly, Senior Vice
President of LMPFA
(2012 to 2013); formerly,
Director of Legg
Mason & Co. (2012 to
2013); formerly, Vice
President of Legg
Mason & Co. (2009 to
2012); formerly, Vice
PresidentEquity Division
of T. Rowe Price
Associates (1993 to
2009), as well as
Investment Analyst and
Portfolio Manager for
certain asset allocation
accounts (2004 to 2009)
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152

None
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Number of
Term of

Investment

Office(1)

Companies in

and

Fund

Length of

Complex(2)

Other Directorships

Position(s)

Time

Principal Occupation(s)

Overseen by

Held by Trustee

with Fund

Served

During Past 5 Years

Trustee

During Past Five Years

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

President, Colman
Consulting Co.

33

None

Daniel P. Cronin
c/o Chairman of the Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1946

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

Retired; formerly
Associate General
Counsel, Pfizer, Inc.

33

None

Paolo M. Cucchi
c/o Chairman of the Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1941

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

Professor of Italian &
French languages, Drew
University; formerly
Vice President and Dean
of College of Liberal
Arts at Drew University
(1984-2009)

33

None

Leslie H. Gelb
c/o Chairman of the Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1937

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

President Emeritus and
Senior Board Fellow,
The Council on Foreign
Relations; formerly,
Columnist, Deputy
Editorial Page Editor and
Editor, Op-Ed Page, The
New York Times

33

Director of
two
registered
investment
companies
advised by
Aberdeen
Asset
Management
Asia
Limited
(since 1994)

William R. Hutchinson
c/o Chairman of the Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1942

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

President, W.R.
Hutchinson & Associates
Inc. (oil industry
consulting)

33

Director of
Associated
Banc-Corp.

NON-INTERESTED
TRUSTEES:
Carol L. Colman
c/o Chairman of the Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland 21202
Birth Year: 1946
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Number of
Term of

Investment

Office(1)

Companies in

and

Fund

Length of

Complex(2)

Other Directorships

Position(s)

Time

Principal Occupation(s)

Overseen by

Held by Trustee

with Fund

Served

During Past 5 Years

Trustee

During Past Five Years

Eileen Kamerick
c/o Chairman of the
Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland
21202
Birth Year: 1958

Trustee and
Member of
the Audit
and
Nominating
Committees

Since
February
2013

CFO, Press Ganey
Associates (health
care informatics
company) (since
2012); formerly
Managing Director
and CFO, Houlihan
Lokey (international
investment bank)
(2010 to 2012); Senior
Vice President, CFO
& CLO, Tecta
America Corp
(commercial roofing
company) (2008 to
2010); Executive Vice
President and CFO,
Bearing Point Inc.
(management and
technology consulting
firm) (2008);
Executive Vice
President, CFO and
CAO Heidrick &
Struggles
(international
executive search and
leadership consulting
firm) (2004 to 2008)

33

Director of
Associated
Banc-Corp
(since 2007);
Westell
Technologies,
Inc.
(technology
company)
(since 2003)

Dr. Riordan Roett
c/o Chairman of the
Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland
21202
New York 10018
Birth Year: 1938

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

The Sarita and Don
Johnston Professor of
Political Science and
Director of Western
Hemisphere Studies,
Paul H. Nitze School
of Advanced
International Studies,
The Johns Hopkins
University (since
1973)

33

None
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Jeswald W. Salacuse
c/o Chairman of the
Fund
Legg Mason & Co.
100 International Drive
Baltimore, Maryland
21202
Birth Year: 1938

Trustee and
Member of
Audit and
Nominating
Committees

Since
November
2011

Henry J. Braker
Professor of
Commercial Law and
formerly Dean, The
Fletcher School of
Law & Diplomacy,
Tufts University
(since 1986)
President, Arbitration
Tribunal, World Bank/
CSID (since 2004)
8
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33

Director of
two
registered
investment
companies
advised by
Aberdeen
Asset
Management
Asia Limited
(since 1994)

*

Mr. Fuller is an interested person as defined in the 1940 Act because he is an officer of LMPFA and certain of its affiliates.

(1)

Each Trustee shall serve until the next shareholder meeting called for the purpose of considering the election of Trustees.

(2)

The term Fund Complex means two or more registered investment companies that:
(a)

hold themselves out to investors as related companies for purposes of investment and investor services; or

(b)

have a common investment adviser or that have an investment adviser that is an affiliated person of the investment adviser of
any of the other registered investment companies.

The Trustees were selected to join the Board based upon the following as to each Board Member: his or her character and
integrity; such persons service as a board member of other funds in the Legg Mason fund complex; such persons willingness to serve
and willingness and ability to commit the time necessary to perform the duties of a Trustee; as to each Trustee other than Mr. Fuller, his
or her status as not being an interested person as defined in the 1940 Act; and, as to Mr. Fuller, his role with Legg Mason. No factor,
by itself, was controlling.
In addition to the information provided in the table included above, each Trustee possesses the following attributes: Ms. Colman,
experience as a consultant and investment professional; Mr. Cronin, legal and managerial experience; Mr. Cucchi, experience as a
college professor and leadership experience as an academic dean; Mr. Gelb, academic and world affairs and foreign relations experience
and service as a board member of other registered investment companies; Mr. Hutchinson, experience in accounting and working with
auditors, consulting, business and finance and service as a board member of another financial services company; Ms. Kamerick,
experience in business and finance, including financial reporting, and experience as a board member of a highly regulated financial
services company; Dr. Roett, expertise in Latin and South American societies and economies and academic leadership experience;
Mr. Salacuse, academic leadership and managerial experience, world affairs and foreign relations experience and service as a board
member of other registered investment companies; and Mr. Fuller, possesses the following attributes: investment management
experience as an executive and portfolio manager and leadership roles within Legg Mason and affiliated entities. References to the
qualifications, attributes and skills of the Trustees are pursuant to requirements of the Securities and Exchange Commission, do not
constitute holding out of the Board or any Trustee as having any special expertise or experience, and shall not impose any greater
responsibility or liability on any such person or on the Board by reason thereof.
Responsibilities of the Board of Trustees
The Board of Trustees is responsible under applicable state law for directing the management of the business and affairs of the
Fund. The Trustees oversee the Funds operations by, among other things, meeting at its regularly scheduled meetings and as otherwise
needed with the Funds management and evaluating the performance of the Funds service providers including LMPFA, the custodian
and the transfer agent. As part of this process, the Trustees consult with the Funds independent auditors and with their own separate
independent counsel.
The Trustees review the Funds financial statements and performance, as well as the quality of the services being provided to the
Fund. As part of this process, the Trustees review the Funds fees and expenses in light of the nature, quality and scope of the services
being received while also seeking to ensure that the Fund continues to have access to high quality services in the future.
The Board of Trustees has four regularly scheduled meetings each year, and additional meetings may be scheduled as needed. In
addition, the Board has a standing Audit Committee and Corporate Governance and Nominating Committee (the Nominating
Committee) that meet periodically and whose responsibilities are described below.
9
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The Board of Trustees has held seven meetings since the Fund was organized. Each Trustee expects to attend at least 75% of the
aggregate number of meetings of the Board and the committees for which he or she was eligible. The Fund does not have a formal
policy regarding attendance by Trustees at meetings of shareholders.
The standing committees of the Board are the Audit Committee, the Nominating Committee and the Pricing Committee.
Each of the Audit Committee and the Nominating Committee is composed of all Trustees who have been determined not to be
interested persons of the Fund, LMPFA, the Sub-Adviser or their affiliates within the meaning of the 1940 Act (Independent
Trustees), and is chaired by an Independent Trustee. The Board in its discretion from time to time may establish ad hoc committees.
The Board of Trustees is currently comprised of nine trustees, eight of whom are Independent Trustees. Kenneth D. Fuller serves
as Chairman of the Board. Mr. Fuller is an interested person of the Fund. The appointment of Mr. Fuller as Chairman reflects the
Boards belief that his experience, familiarity with the Funds day-to-day operations and access to individuals with responsibility for
the Funds management and operations provides the Board with insight into the Funds business and activities and, with his access to
appropriate administrative support, facilitates the efficient development of meeting agendas that address the Funds business, legal and
other needs and the orderly conduct of board meetings. Mr. Salacuse serves as Lead Independent Trustee. The Chairman develops
agendas for Board meetings in consultation with the Lead Independent Trustee and presides at all meetings of the Board. The Lead
Independent Trustee, among other things, chairs executive sessions of the Independent Trustees, serves as a spokesperson for the
Independent Trustees and serves as a liaison between the Independent Trustees and the Funds management between Board meetings.
The Independent Trustees regularly meet outside the presence of management and are advised by independent legal counsel. The Board
also has determined that its leadership structure, as described above, is appropriate in light of the size and complexity of the Fund, the
number of Independent Trustees (who constitute a super-majority of the Boards membership) and the Boards general oversight
responsibility. The Board also believes that its leadership structure not only facilitates the orderly and efficient flow of information to
the Independent Trustees from management, including the Sub-Adviser, but also enhances the independent and orderly exercise of its
responsibilities.
Audit Committee
The Funds Audit Committee is composed entirely of all of the Independent Trustees. The members of the Audit Committee are
Mses. Colman and Kamerick and Messrs. Cronin, Cucchi, Gelb, Hutchinson, Roett and Salacuse. Mr. Hutchinson serves as the Chair of
the Audit Committee and has been determined by the Board to be an audit committee financial expert. The principal functions of the
Audit Committee are: to (a) oversee the scope of the Funds audit, the Funds accounting and financial reporting policies and practices
and its internal controls and enhance the quality and objectivity of the audit function; (b) approve, and recommend to the Independent
Board Members (as such term is defined in the Audit Committee Charter) for their ratification, the selection, appointment, retention or
termination of the Funds independent registered public accounting firm, as well as approving the compensation thereof; and
(c) approve all audit and permissible non-audit services provided to the Fund and certain other persons by the Funds independent
registered public accounting firm. The Audit Committee has held three meetings since the Fund was organized. The Funds Board of
Trustees adopted an Audit Committee Charter at its organizational meeting.
Nominating Committee
The Funds Nominating Committee, the principal function of which is to select and nominate candidates for election as Trustees
of that Fund, is currently composed of Mses. Colman and Kamerick, and Messrs. Cronin, Cucchi, Gelb, Hutchinson, Roett and
Salacuse. Only Trustees who are not interested persons of the Fund as defined in the 1940 Act and who are independent as defined
in the NYSE listing standards are members of the Funds Nominating Committees. Mr. Cronin serves as the Chair of the Nominating
Committee. The Nominating Committee may consider nominees recommended by the shareholder as it deems appropriate. Shareholders
who wish to recommend a nominee should send recommendations to the Funds Secretary that include all information relating to such
person that is required to be disclosed in solicitations of proxies for the election of Trustees. A
10
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recommendation must be accompanied by a written consent of the individual to stand for election if nominated by the Board of Trustees
and to serve if elected by the shareholders. Because the Fund recently commenced operations, the Nominating Committee has not held
any meetings as of the date hereof. The Funds Board of Trustees adopted a Nominating Committee Charter at its organizational
meeting.
The Nominating Committee identifies potential nominees through its network of contacts, and in its discretion may also engage a
professional search firm. The Nominating Committee meets to discuss and consider such candidates qualifications and then chooses a
candidate by majority vote. The Nominating Committee does not have specific, minimum qualifications for nominees and has not
established specific qualities or skills that it regards as necessary for one or more of the Funds Trustees to possess (other than any
qualities or skills that may be required by applicable law, regulation or listing standard). However, as set forth in the Nominating
Committee Charter, in evaluating a person as a potential nominee to serve as a Trustee of the Fund, the Nominating Committee may
consider the following factors, among any others it may deem relevant:


whether or not the person is an interested person as defined in the 1940 Act and whether the person is otherwise qualified
under applicable laws and regulations to serve as a Trustee of the Fund;



whether or not the person has any relationships that might impair his or her independence, such as any business, financial or
family relationships with Fund management, the investment manager of the Fund, Fund service providers or their affiliates;



whether or not the person serves on boards of, or is otherwise affiliated with, competing financial service organizations or
their related mutual fund complexes;



whether or not the person is willing to serve, and willing and able to commit the time necessary for the performance of the
duties of a Trustee of the Fund;



the contribution which the person can make to the Board and the Fund (or, if the person has previously served as a Trustee of
the Fund, the contribution which the person made to the Board during his or her previous term of service), with consideration
being given to the persons business and professional experience, education and such other factors as the Committee may
consider relevant;



the character and integrity of the person; and



whether or not the selection and nomination of the person would be consistent with the requirements of the Funds
retirement policies.

The Nominating Committee does not have a formal diversity policy with regard to the consideration of diversity in identifying
potential trustee nominees but may consider diversity of professional experience, education and skills when evaluating potential
nominees for Board membership.
Pricing Committee
The members of the Pricing Committee are any one interested and any one disinterested trustee of the Fund. The members of
the Pricing Committee are Kenneth D. Fuller and any of the non-interested trustees listed above. The Pricing Committee is responsible
for determining certain matters related to the offering of Shares by the Fund.
Risk Oversight
The Boards role in risk oversight of the Fund reflects its responsibility under applicable state law to oversee generally, rather than
to manage, the business and affairs of the Fund. In line with this oversight responsibility, the Board receives reports and makes inquiry
at its regular meetings and as needed regarding the nature and extent of significant Fund risks (including investment, compliance and
valuation risks) that potentially could have a materially adverse impact on the business operations, investment performance or
reputation of the Fund, but relies upon the Funds management (including the Funds portfolio managers) and Chief Compliance
Officer, who reports directly to the Board, and LMPFA to assist it in identifying and understanding the nature and extent of such risks
and determining whether, and to what extent, such risks may be eliminated or mitigated. In addition
11
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to reports and other information received from Fund management and LMPFA regarding the Funds investment program and activities,
the Board as part of its risk oversight efforts meets at its regular meetings and as needed with the Funds Chief Compliance Officer to
discuss, among other things, risk issues and issues regarding the policies, procedures and controls of the Fund. The Board may be
assisted in performing aspects of its role in risk oversight by the Audit Committee and such other standing or special committees as may
be established from time to time by the Board. For example, the Audit Committee of the Board regularly meets with the Funds
independent public accounting firm to review, among other things, reports on the Funds internal controls for financial reporting.
The Board believes that not all risks that may affect the Fund can be identified, that it may not be practical or cost-effective to
eliminate or mitigate certain risks, that it may be necessary to bear certain risks (such as investment-related risks) to achieve the Funds
goals, and that the processes, procedures and controls employed to address certain risks may be limited in their effectiveness. Moreover,
reports received by the Trustees as to risk management matters are typically summaries of relevant information and may be inaccurate
or incomplete. As a result of the foregoing and other factors, the Boards risk management oversight is subject to substantial limitations.
Security Ownership of Management
The following table shows the dollar range of equity securities owned by the Trustees in the Fund and in other investment
companies overseen by the Trustees within the same family of investment companies as of March 31, 2013. Investment companies are
considered to be in the same family if they share the same investment adviser or principal underwriter and hold themselves out to
investors as related companies for purposes of investment and investor services.
Aggregate Dollar Range
of Equity
Securities in All
Registered
Investment Companies
Overseen by

Name of Trustee

Non-Interested Trustees:
Carol L. Colman
Daniel P. Cronin
Paolo M. Cucchi
Leslie H. Gelb
William R. Hutchinson
Eileen Kamerick(2)
Dr. Riordan Roett
Jeswald W. Salacuse
Interested Trustee:
Kenneth D. Fuller
R. Jay Gerken

Dollar Range of

the Trustee in the Family

Equity

of

Securities in the

Investment

Fund

Companies(1)

None
None
None
None
None
None
None
None

Over $100,000
Over $100,000
$10,001-$50,000
None
Over $100,000
None
$10,001-$50,000
$50,001-$100,000

None
None

None
Over $100,000

(1)

The term family of investment companies means any two or more registered investment companies that share the same
investment adviser or principal underwriter or hold themselves out to investors as related companies for purposes of investment
and investor services.

(2)

Ms. Kamerick became a Trustee, effective February 1, 2013.

(3)

Mr. Fuller became a Trustee, effective June 1, 2013.

(4)

Mr. Gerken retired as a Trustee, effective May 31, 2013.
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None of the disinterested Trustees nor their family members owned beneficially or of record securities issued by LMPFA or the
Sub-Adviser or any person directly or indirectly controlling, controlled by, or under common control with LMPFA or the Sub-Adviser
as of March 31, 2013.
The members of the Board who are not interested persons, as defined in the 1940 Act, receive an annual fee, a fee for each
meeting of the Funds Board and committee meetings attended and are reimbursed for all out-of-pocket expenses relating to attendance
at such meetings. The Trustees who are interested persons, as defined
12
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in the 1940 Act, and the Funds officers do not receive compensation from the Fund or any other fund in the Fund Complex of which
the Fund is a part that is a U.S. registered investment company, but are reimbursed for all out-of-pocket expenses relating to attendance
at such meetings.
Trustee Compensation
The following table sets forth estimated compensation to be paid by the Fund, Permal Hedge Strategies Fund II and the Master
Fund (the Funds), projected during the master-feeders first full year after commencement of operations.
Aggregate
Estimated
Compensation

Total Compensation

from the

from the Fund

Funds

Complex(1)

Trustee

Non-Interested Trustees:
Carol L. Colman
Daniel P. Cronin
Paolo M. Cucchi
Leslie H. Gelb
William R. Hutchinson
Eileen Kamerick
Dr. Riordan Roett
Jeswald W. Salacuse
Interested Trustee:
Kenneth D. Fuller

$ 4,300
4,300
4,300
4,300
4,300
4,300
4,300
4,300

$ 223,500
223,500
214,500
214,500
243,500
223,500
213,500
242,500

$0

$ 0

Independent trustees receive $120,000 per annum plus (a) a fee of $20,000 for attendance at each meeting of the Board of Trustees
in person and (b) a fee of $1,000 for each telephonic meeting of the Board of Trustees. In addition to the payments described above, the
independent Chairman of the Board of Trustees receives $25,000 and the chairperson of the Audit Committee receives $20,000. The
annual compensation, fees and expenses are allocated among all the funds in the fund complex, including the Fund, on the basis of
average net assets.
Officers of the Fund
The Funds executive officers are chosen each year at a regular meeting of the Board to hold office until their respective
successors are duly elected and qualified. In addition to Mr. Fuller, the Funds and the Master Funds Chairman, CEO and President,
the executive officers of the Fund and the Master Fund currently are:
Term of Office
and Length of

Name, Address and Age

Richard F. Sennett
Legg Mason & Co.
100 International Drive
Baltimore, MD 21202
Birth Year: 1970

Position(s)

Time

with Fund

Served

Principal Financial
Officer

Since
Inception

Principal Occupation(s) During Past 5 Years

Principal Financial Officer of certain mutual funds
associated with Legg Mason & Co. or its affiliates
(since 2011); Managing Director of Legg Mason & Co.
and Senior Manager of the Treasury Policy group for
Legg Mason & Co.s Global Fiduciary Platform (since
2011); formerly, Chief Accountant within the SECs
Division of Investment Management (2007 to 2011);
formerly, Assistant Chief Accountant within the SECs
Division of Investment Management (2002 to 2007).
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Robert I. Frenkel
Legg Mason & Co.
100 First Stamford Place
Stamford, CT 06902
Birth Year: 1954

Secretary and
Chief Legal
Officer

Since
Inception

Managing Director and General Counsel of Global
Mutual Funds for Legg Mason & Co. and its
predecessor (since 1994); Secretary and Chief Legal
Officer of certain mutual funds associated with Legg
Mason (since 2003); formerly, Secretary of Citi Fund
Management (from 2001 to 2004).
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Term of Office
and Length of

Name, Address and Age

Position(s)

Time

with Fund

Served

Principal Occupation(s) During Past 5 Years

Ted P. Becker
Legg Mason & Co.
620 Eight Avenue
New York, NY 10018
Birth Year: 1951

Chief Compliance
Officer

Since
Inception

Director of Global Compliance at Legg Mason & Co.
(since 2006); Managing Director of Compliance at
Legg Mason & Co. (since 2005); Chief Compliance
Officer with certain mutual funds associated with Legg
Mason (since 2006); Managing Director of Compliance
at Legg Mason & Co. or its predecessors (2002-2005);
prior to 2002, Managing DirectorInternal Audit &
Risk Review at Citigroup Inc.

Steven Frank
Legg Mason & Co.
55 Water Street
New York, NY 10041
Birth Year: 1967

Treasurer

Since
Inception

Vice President of Legg Mason (since 2002); Controller
of certain funds associated with Legg Mason or its
predecessors (since 2005); formerly, Assistant
Controller of certain mutual funds associated with Legg
Mason predecessors (from 2001 to 2005).

Jeanne M. Kelly
Legg Mason & Co.
620 Eight Avenue
New York, NY 10018
Birth Year: 1951

Senior Vice
President

Since
Inception

Senior Vice President of certain mutual funds
associated with Legg Mason & Co. or its affiliates
(since 2007); Senior Vice President of LMPFA (since
2006); Managing Director of Legg Mason & Co. (since
2005) and Legg Mason & Co. predecessors (prior to
2005).

Thomas C. Mandia
Legg Mason & Co.
100 First Stamford Place
Stamford, CT 06902
Birth Year: 1962

Assistant
Secretary

Since
Inception

Managing Director and Deputy General Counsel of
Legg Mason & Co. (since 2005); Managing Director
and Deputy General Counsel for Citigroup Asset
Management (from 1992 to 2005); Assistant Secretary
of certain mutual funds associated with Legg Mason.

Vanessa A. Williams
Legg Mason & Co.
100 First Stamford Place
Stamford, CT 06902
Birth Year: 1979

Identity Theft
Prevention Officer

Since
Inception

Identity Theft Prevention Officer of certain mutual
funds associated with Legg Mason & Co. or its
affiliates (since 2011); Chief Anti- Money Laundering
Compliance Officer of certain mutual funds associated
with Legg Mason & Co. or its affiliates (since 2011);
formerly, Assistant Vice President and Senior
Compliance Officer of Legg Mason & Co. or its
predecessor (2008 to 2011); formerly, Compliance
Analyst of Legg Mason & Co. or its predecessor (2004
to 2008).

The following persons are eligible to purchase Institutional Shares: (i) current employees of the Funds manager and affiliates;
(ii) current and former board members of investment companies managed by affiliates of Legg Mason; (iii) current and former board
members of Legg Mason; and (iv) the immediate families of such persons. Immediate families are such persons spouse, including the
surviving spouse of a deceased board member, and children under the age of 21. For such investors, the minimum initial investment is
$25,000 and the minimum for each purchase of additional shares is $10,000. Each such investor must also be an accredited investor, as
described in the Institutional Share prospectus.
14
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INVESTMENT MANAGER
Investment Manager and Subadviser
The Management Agreements between LMPFA and each of the Fund and the Master Fund, as applicable, provide that LMPFA
will manage the operations of the Fund and the Master Fund, subject to the supervision, direction and approval of the Board and the
objectives and the policies stated in this Prospectus.
Pursuant to the Sub-Advisory Agreements between LMPFA and the Sub-Adviser, the Sub-Adviser serves as a sub-adviser to the
Fund and the Master Fund. In this capacity, subject to the supervision of LMPFA and the Board, the Sub-Adviser provides the day-today portfolio management with respect to the Fund and the Master Funds assets.
Pursuant to each Management Agreement and the Sub-Advisory Agreement, LMPFA and the Sub-Adviser, as applicable, manage
the Funds and the Master Funds investment portfolio, direct purchases and sales of portfolio securities and report thereon to the
Funds and the Master Funds officers and Trustees regularly. LMPFA or the Sub-Adviser, as applicable, also provide the office space,
facilities, equipment and personnel necessary to perform the following services for the Fund and the Master Fund: SEC compliance,
including record keeping, reporting requirements and registration statements and proxies; supervision of Fund or the Master Fund
operations, including coordination of functions of the transfer agent, custodian, accountants, counsel and other parties performing
services or operational functions for the Fund or the Master Fund; and certain administrative and clerical services, including certain
accounting services and maintenance of certain books and records.
Investment decisions for the Fund and the Master Fund are made independently from those of other funds or accounts managed by
LMPFA or the Sub-Adviser. Such other funds or accounts may also invest in the same securities as the Fund and the Master Fund. If
those funds or accounts are prepared to invest in, or desire to dispose of, the same security at the same time as the Fund and the Master
Fund, however, transactions in such securities will be made, insofar as feasible, for the respective funds and accounts in a manner
deemed equitable to all. In some cases, this procedure may adversely affect the size of the position obtained for or disposed of by the
Fund and the Master Fund or the price paid or received by the Fund and the Master Fund. In addition, because of different investment
objectives, a particular security may be purchased for one or more funds or accounts when one or more funds or accounts are selling the
same security.
The Management Agreements and the Sub-Advisory Agreements each have an initial term of two years and continue in effect
from year to year thereafter if such continuance is specifically approved at least annually by the Board or by a majority of the
outstanding voting securities of the Fund, and in either event, by a majority of the Independent Trustees of the Funds Board with such
Independent Trustees casting votes in person at a meeting called for such purpose. The Board of the Fund or the holders of a majority of
the Funds shares may terminate the Management Agreement on sixty days written notice without penalty and LMPFA, may terminate
any of such agreements to which they are party on ninety days written notice without penalty. The Management Agreement, will
terminate automatically in the event of assignment (as defined in the 1940 Act).
Under the terms of the Management Agreements and the Sub-Advisory Agreements, LMPFA or the Sub-Adviser, as applicable,
shall not be liable for losses or damages incurred by the Fund or the Master Fund, unless such losses or damages are attributable to the
willful misfeasance, bad faith or gross negligence on the part of LMPFA or the Sub-Adviser, as applicable, or from reckless disregard
by them of their obligations and duties under the relevant agreement.
The basis for the Boards initial approval of the Funds Management Agreement and Sub-Advisory Agreement will be provided
in annual or semi-annual reports to shareholders, and the basis for subsequent continuations of the Funds Management Agreement and
Sub-Advisory Agreement will be provided in annual or semi-annual reports to shareholders for the periods during which such
continuations occur.
In consideration of the advisory and other services provided by the LMPFA to the Master Fund pursuant to the Management
Agreement, the Master Fund will pay LMPFA a management fee, accrued monthly and payable quarterly in arrears, up to 1.10% on an
annualized basis of the Master Funds managed assets as of each
15
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month-end. In the case of a partial month, the management fee is based on the number of days during the month in which the Manager
invested Fund or Master Fund assets.
The management fee and related terms of the Funds Management Agreement with LMPFA are substantially the same as the
terms of the Master Funds management agreement with LMPFA, except that pursuant to the Funds management agreement, no
management fee is payable by the Fund so long as the Fund invests all of its assets in the Master Fund; provided, however, the Funds
shareholders bear an indirect share of the management fee payable by the Master Fund to LMPFA through the Funds investment in the
Master Fund.
LMPFA has agreed to waive fees and/or reimburse the expenses (including organization and offering expenses) to the extent
necessary to ensure that the total annual Fund operating expenses attributable to the Institutional Shares will not exceed 1.85%
(excluding fees and expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds held by the
Master Fund, brokerage, interest expense, taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or
reimbursed within three years after the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating
expenses attributable to Institutional Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any
amount that would result in the total annual Fund operating expenses attributable to Institutional Shares exceeding the limit described
above. These arrangements will continue until December 31, 2014. Any modification or termination of these arrangements prior to
December 31, 2014 will require approval of the Board of Trustees.
LMPFA has agreed to waive fees and/or reimburse the expenses (including organization and offering expenses) to the extent
necessary to ensure that the total annual Fund operating expenses attributable to the Service Shares will not exceed 2.10% (excluding
fees and expenses, including incentive or performance allocations and fees, attributable to Portfolio Funds held by the Master Fund,
brokerage, interest expense, taxes and extraordinary expenses). LMPFA is also permitted to recapture amounts forgone or reimbursed
within three years after the year in which LMPFA earned the fee or incurred the expense if the total annual Fund operating expenses
attributable to Service Shares have fallen to a level below the limit described above. In no case will LMPFA recapture any amount that
would result in the total annual Fund operating expenses attributable to Service Shares exceeding the limit described above. These
arrangements will continue until December 31, 2014. Any modification or termination of these arrangements prior to December 31,
2014 will require approval of the Board of Trustees.
In addition to amounts payable under the Management Agreements, the Fund and the Master Fund are each responsible for their
own expenses, including, among other things: fees and expenses (including incentive or performance allocations and fees) attributable
to Portfolio Funds and other investments and any losses in connection therewith; brokerage; interest expense; taxes; governmental fees;
voluntary assessments and other expenses incurred in connection with membership in investment company organizations; organization
costs of the Fund; the Service Provider Fee; fees and expenses of custodians, transfer agents, registrars, independent pricing vendors or
other agents; legal expenses; loan commitment fees; expenses relating to the issuance and repurchase of the Funds or the Master
Funds shares and servicing shareholder accounts; expenses of registering and/or qualifying the Funds shares for sale under applicable
federal and state law; expenses of preparing, setting in print, printing and distributing prospectuses and any statements of additional
information and any supplements thereto, reports, proxy statements, notices and distributions to the Funds and the Master Funds
shareholders; costs of stationery; website costs; costs of meetings of the Board or any committee thereof, meetings of shareholders and
other meetings of the Fund and the Master Fund; Board fees; audit fees; travel expenses of officers, Trustees and employees of the Fund
and the Master Fund, if any; the Funds and the Master Funds pro rata portion of premiums on any fidelity bond and other insurance
covering the Fund, the Master Fund and their officers, Trustees and employees; litigation expenses and any non-recurring or
extraordinary expenses as may arise, including, without limitation, those relating to actions, suits or proceedings to which the Fund or
the Master Fund are a party and any legal obligation which the Fund or the Master Fund may have to indemnify their respective
Trustees and officers with respect thereto.
The expense caps and waived and/or reimbursed fees do not cover: (a) fees and expenses, including incentive or performance
allocations and fees, attributable to Portfolio Funds in which the Master Fund invests;
16

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

(b) interest expense; (c) any expenses or charges related to litigation, derivative actions, demand related to litigation, regulatory or other
government investigations and proceedings, for cause regulatory inspections and indemnification or advancement of related expenses
or costs, to the extent any such expenses are considered extraordinary expenses as determined under generally accepted accounting
principles; (d) transaction costs (such as brokerage commissions and dealer and underwriter spreads) and taxes; and (e) other
extraordinary expenses as determined under generally accepted accounting principles. Without limiting the foregoing, extraordinary
expenses are generally those that are unusual or expected to recur only infrequently, and may include such expenses, by way of
illustration, as (i) expenses of the reorganization, restructuring, redomiciling or merger of the Fund or a class or the acquisition of all or
substantially all of the assets of another fund or; (ii) expenses of holding, and soliciting proxies for, a meeting of shareholders of the
Fund (except to the extent relating to routine items such as the election of Trustees or the approval of the independent registered public
accounting firm); and (iii) expenses of converting to a new custodian, transfer agent or other service provider, in each case to the extent
any such expenses are considered extraordinary expenses.
For Permals services to the Master Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser. No Advisory fee will be paid by the Master Fund directly to the Sub-Adviser.
In addition, for Permals services to the Fund, LMPFA pays an amount equal to 1.00% of the Master Funds average monthly
managed assets to the Sub-Adviser, except that no management fee is payable by LMPFA so long as the Fund invests all of its assets in
the Master Fund. No management fee will be paid by the Fund directly to the Sub-Adviser.
Code of Ethics
The Fund, the Master Fund, LMPFA, the Sub-Adviser and LMIS have each adopted a code of ethics (Code of Ethics) as
required by Rule 17j-1 under the 1940 Act and Rule 204A-1 under the Advisers Act. The Code of Ethics establishes procedures for
personal investing and restricts certain transactions. Employees subject to the Code of Ethics may invest in securities for their personal
investment accounts, including making investments in the securities of Portfolio Funds that may be purchased or held by the Master
Fund, subject to a number of restrictions and controls. Each Code of Ethics may be examined on the SECs website at www.sec.gov. In
addition, each Code of Ethics can be reviewed and copied at the SECs Public Reference Room in Washington, DC. Information on the
operation of the Public Reference Room may be obtained by calling the SEC at 1-202-942-8090. Copies of each Code of Ethics may be
obtained, after paying a duplicating fee, by electronic request at the following e-mail address: publicinfo@sec.gov, or by writing the
SECs Public Reference Section, Washington, D.C. 20549-0102.
Voting
Each shareholder will have the right to cast a number of votes based on the number of Shares beneficially owned at any meeting of
shareholders called by the (i) Board or (ii) shareholder holding at least a majority of the total number of votes eligible to be cast by all
Shareholders. Shareholders will be entitled to vote on any matter on which shareholders of a registered investment company organized
as a Delaware statutory trust would be entitled to vote. Notwithstanding their ability to exercise their voting privileges, shareholders are
not entitled to participate in the management or control of the Funds business, and may not act for or bind the Fund.
Proxy Voting Policies
Although individual Trustees of the Fund may not agree with particular policies or votes by LMPFA or the Sub-Adviser, the Board
has delegated proxy voting discretion to LMPFA, believing that LMPFA and/or the Sub-Adviser should be responsible for voting
because it is a matter relating to the investment decision making process.
LMPFA has delegated the responsibility for voting proxies for the Fund to the Sub-Adviser through its contract with the SubAdviser. The Sub-Adviser will use its own Proxy Voting Policies and Procedures to vote proxies. Accordingly, LMPFA does not expect
to have proxy-voting responsibility for the Fund. Should LMPFA
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become responsible for voting proxies for any reason, such as the inability of the Sub-Adviser to provide investment advisory services,
LMPFA shall utilize the proxy voting guidelines established by the most recent subadviser to vote proxies until a new subadviser is
retained.
The Sub-Advisers Proxy Voting Policies and Procedures describe the way in which the Sub-Adviser resolves material conflicts of
interest. To resolve such conflicts, the Sub-Adviser determines whether each proxy is for a routine matter. For all proxies identified as
routine, the Sub-Adviser votes in accordance with the Policies. For proxies that involve non-routine matters, or where the Sub-Adviser
believes there may be a potential material conflict of interest, the Sub-Adviser will disclose the potential material conflict of interest to
LMPFA and obtain LMPFAs consent before voting. In the case of a material conflict between the interests of LMPFA (or its affiliates
if such conflict is known to persons responsible for voting at LMPFA) and the Fund, the board of directors of LMPFA shall consider
how to address the conflict and/or how to vote the proxies. LMPFA shall maintain records of all proxy votes in accordance with
applicable securities laws and regulations, to the extent that LMPFA votes proxies. LMPFA shall be responsible for gathering relevant
documents and records related to proxy voting from the Sub-Adviser and providing them to the Fund as required for the Fund to comply
with applicable rules under the 1940 Act.
Under certain circumstances, the Sub-Adviser may abstain from voting or affirmatively decide not to vote, if the Sub-Adviser
determines that it is in the Funds and the Master Funds best interest. In making such determination, the Sub-Adviser will consider
(i) the costs associated with exercising the proxy, (ii) whether the effect on the Funds or the Master Funds economic interests or the
value of the Master Funds portfolio holding is indeterminable or insignificant, and (iii) whether the Sub-Adviser anticipates selling a
security in the near future.
The Sub-Advisers Proxy Voting Policies and Procedures is available without charge, upon request, by calling the Sub-Adviser at
212-418-6500. The Fund and the Master Fund are required to file Form N-PX, with the complete proxy voting record for the twelve
months ended June 30, no later than August 31 of each year. Once filed, the Forms N-PX will be available: (i) without charge, upon
request, by calling 1-888-425-6432; or (ii) by visiting the SECs website at www.sec.gov.
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PORTFOLIO MANAGERS
Unless otherwise indicated, the information below is provided as of the date of this SAI.
Compensation
All Sub-Adviser portfolio managers are paid a base salary, with an opportunity to earn a bonus, which varies depending on job
level and is set at the sole discretion of the Sub-Advisers compensation committee. No Sub-Adviser portfolio managers are
compensated on the basis of assets raised. Wage and salary increases are based on merit and business conditions. Length of service and
cost of living may also be considered. The Sub-Adviser conducts compensation reviews periodically, often following a performance
review.
The Sub-Adviser also encourages ongoing education and provides time and monetary support for employees taking additional
classes related to their job functions to improve their skills and knowledge base. In addition, the Sub-Adviser provides employees with a
401(k) plan, and has a matching contribution program in connection with the 401(k) plan.
Other Accounts Managed by the Sub-Adviser
Certain portfolio managers of the Sub-Adviser who are primarily responsible for the day-to-day management of certain portions of
the Funds and the Master Funds assets also manage registered investment companies, other pooled investment vehicles and other
accounts, as indicated below. The following tables identify, as of March 31, 2013: (i) the number of other registered investment
companies, pooled investment vehicles and other accounts managed by these portfolio managers and the total assets of such companies,
vehicles and accounts; and (ii) the number and total assets of such companies, vehicles and accounts with respect to which the advisory
fee is based on performance.
The table below includes only those portfolio managers of the Sub-Adviser and members of the Investment Committee who are
primarily involved in the portfolio management of the Master Funds assets:
# of Accounts

Total # of
Name of Portfolio Manager

Javier F. Dyer

Type of Accounts

Total Assets

Managed for

for which

which

Advisory Fee

Advisory Fee

is Based on

Accounts

Total Assets

is Based on

Performance

Managed

(billions)

Performance

(billions)

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

1

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

2
5
3

$4.9
$0.4

4
None

$4.9
None

Isaac R. Souede

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

None
None
None

None
None
None

None
None
None

None
None
None

James R. Hodge

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

None

None
$2.3
None

None

None

3
None

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

None
12
7

None
$3.3
$1.1

Registered Investment Companies:
Other Pooled Investment Vehicles:
Other Accounts:

None

None
$0.57
$0.2

Alexander Pillersdorf

Robert Kaplan

Judy Tchou

4
1

3
3

None

$0.2
$5.1
$0.4
$0.1
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None
3
1

None

$4.8
$0.4
None

1
None

$0.4
None
None

7
3

$0.9
$0.5

2
2

None
$0.49
$0.12

None

Securities Ownership of Sub-Adviser Portfolio Managers
The table below identifies the dollar range of securities beneficially owned by each portfolio managers as of March 31, 2013.
Name of Portfolio

Dollar($) Range of Funds*

Manager or

Shares Beneficially Owned

Team Member

Javier F. Dyer
Alexander Pillersdorf
James Hodge
Robert Kaplan
Isaac R. Souede
Judy Tchou
*

None
None
None
None
$100,001 - $500,000
None

the Fund, Permal Hedge Strategies Fund II and the Master Fund
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CONFLICTS OF INTEREST
The Manager, the Sub-Adviser and their Affiliates
The investment activities of LMPFA, the Sub-Adviser, the Portfolio Managers and their respective affiliates, and their directors,
trustees, managers, members, partners, officers, and employees (collectively, the Related Parties), for their own accounts and other
accounts they manage, may give rise to conflicts of interest that could disadvantage the Fund, the Master Fund and their shareholders.
The Related Parties provide other investment management services to other funds and discretionary managed accounts that follow an
investment program certain aspects of which are similar to certain aspects of the Funds and the Master Funds investment program.
The Related Parties are involved with a broad spectrum of financial services and asset management activities, and may, for example,
engage in the ordinary course of business in activities in which their interests or the interests of their clients may conflict with those of
the Fund, the Master Fund or their shareholders. The trading activities of the Related Parties are carried out without references to
positions held directly or indirectly by the Fund and the Master Fund. In addition and more significantly, the Related Parties may be
involved with other investment programs, investment partnerships or separate accounts that use Portfolio Managers or Portfolio Funds
that are either already a part of the Master Funds portfolio or that may be appropriate for investment by the Fund or the Master Fund.
In some cases, these Portfolio Funds may be capacity constrained. The Related Parties are under no obligation to provide the Fund or
the Master Fund with capacity with respect to these Portfolio Funds and, accordingly, the Fund or the Master Fund may not have
exposure or may have reduced exposure with respect to these Portfolio Funds. The Funds and the Master Funds operations may give
rise to other conflicts of interest that could disadvantage the Fund, the Master Fund and their shareholders.
In acquiring Shares of the Fund, a shareholder is deemed to have acknowledged and assented to the existence of potential conflicts
of interest relating to the Related Parties and to the Funds and the Master Funds operating in the face of these conflicts.
Certain of the Related Parties participate in the fixed income, equity and other markets in which the Fund directly or indirectly
invests. In addition, certain of the Related Parties are actively engaged as investors, advisers and/or market makers, agents and
principals in relation to certain of the same securities, issuers, currencies and other instruments in which the assets of the Master Fund,
through the Portfolio Funds, may be invested, and these activities may have a negative effect on the Fund and the Master Fund.
Certain of the Related Parties may give advice, and take action, with respect to any of their respective clients or proprietary or
other accounts that may conflict with the advice given to the Fund or the Master Fund, or may involve a different timing or nature of
action taken than with respect to the Fund or the Master Fund. Such transactions, whether in respect of proprietary accounts, customer
accounts other than those advised by LMPFA, the Sub-Adviser, or certain other accounts that are advised by LMPFA or the SubAdviser, may affect the prices and availability of the securities, currencies and other instruments in which the Fund or the Master Fund
(directly or indirectly through the Portfolio Funds) may invest. In addition, accounts or funds managed by the Related Parties may
compete with the Fund or the Master Fund (directly or indirectly through the Portfolio Funds) for investment opportunities. As a result,
transactions for the Fund or the Master Fund (directly or indirectly through the Portfolio Funds) may be effected at prices or rates that
may be less favorable than would have been the case absent such conflicts, and the Fund or the Master Fund may be negatively affected.
The results of the investment activities of the Fund or the Master Fund may differ significantly from the results achieved by Related
Parties for other accounts managed by them. This may have a negative effect on the Fund and the Master Fund.
Subject to applicable regulatory requirements, the Fund, through its investment in the Master Fund, may invest (directly or
indirectly through the Portfolio Funds) in securities of companies affiliated with the Related Parties or in which certain of the Related
Parties have an equity or participation interest. The purchase, holding and sale of such investments by the Fund or the Master Fund
(directly or indirectly through the Portfolio Funds) may enhance the profitability of the Related Parties own investments in such
companies.
Certain of the Related Parties may buy and sell securities or other investments for their own accounts, including interests in
Portfolio Funds, and conduct other activities that may cause the same types of conflicts as
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those conflicts described herein applicable to the proprietary, management, advisory and other activities of Related Parties. As a result
of differing trading and investment strategies or constraints, positions may be taken by directors, officers and employees and affiliates of
LMPFA or the Sub-Adviser that are the same, different from or made at different times than positions taken for the Fund, the Master
Fund or a Portfolio Fund in which the Master Fund invests. In connection with the above, each of the Fund, the Master Fund, LMPFA,
the Sub-Adviser and LMIS has adopted a code of ethics in compliance with Rule 17j-1 under the 1940 Act and Rule 204A-1 under the
Advisers Act that restrict securities trading in the personal accounts of investment professionals and others who normally come into
possession of information regarding the Funds portfolio transactions. See Code of Ethics.
The Fund and the Master Fund, absent SEC exemptive relief, may be precluded from investing any assets in certain Portfolio
Funds where an account managed by a Related Party is already invested (or seeks to invest) to the extent that the Fund or the Master
Fund are considered a joint participant (within the meaning of Section 17(d) of the 1940 Act or Rule 17d-1 thereunder) with an
account managed by a Related Party. In the event of such an investment, a Related Party may, but is not obligated to, waive or rebate a
portion of its fee in order to reduce or eliminate duplication of fees.
Certain of the Related Parties may receive rebates from investment advisers, including Portfolio Managers, and/or have an
economic or controlling interest in the investment advisers. The Sub-Adviser and/or its affiliates provide these rebates or payments in
respect of the clients assets back to the client; however, there is no obligation to do so and in certain cases a Related Party may not
provide such rebates or other economic benefits back to their clients. The Sub-Adviser allocates rebates to clients in a manner it believes
to be fair and equitable, and typically allocates any such rebates among its clients pro-rata, based upon the size of each clients
investment.
Accounts or Portfolio Funds managed or advised by Related Parties (including those managed by LMPFA and the Sub-Adviser)
may have investment objectives that are similar to those of the Fund, the Master Fund and/or may engage in transactions in the same
types of securities, currencies and instruments as the Fund and the Master Fund, and from which LMPFA, the Sub-Adviser or other
Related Parties may receive more or less compensation for its services than LMPFA and the Sub-Adviser receive from the Fund or the
Master Fund. As a result, Related Parties and accounts or funds which Related Parties may manage or advise (including, without
limitation, those funds discussed in greater detail below), or in which Related Parties and their personnel may have a proprietary
interest, may compete with the Fund or the Master Fund for appropriate investment opportunities. For example, Portfolio Managers may
limit the number of investors in or size of a Portfolio Fund or the amount of assets and accounts that they will manage. The allocation of
such opportunities among Related Parties funds and accounts may present conflicts, as may the potentially different investment
objectives of different investors. In determining such allocations, a number of factors may be considered, which may include the relative
sizes of the applicable funds and accounts and their expected future sizes, the expected future capacity of the applicable Portfolio Funds,
the Fund and the Master Fund available for allocation at any given time and the investment objectives of the Fund and the Master Fund
and such other funds and accounts. Allocation of investment opportunities among the Fund, the Master Fund and other funds and
accounts will be made by the Sub-Adviser or by Related Parties in their capacities as the managers of such funds and accounts in a
reasonable and equitable manner, as determined by them in their sole discretion. The disposition of any such investments is subject to
the same conditions.
Subject to applicable regulatory requirements, Related Parties from time to time may invest proprietary or client capital with
investment advisers, including Portfolio Managers selected by the Master Fund, and may also invest in Portfolio Funds in which the
Fund, through its investment in the Master Fund, invests on terms different than the interest held by the Master Fund. In addition,
Related Parties may have other business relationships with such Portfolio Managers. Related Parties may perform or seek to perform
investment banking and other financial services for, and will receive compensation from, Portfolio Funds, the sponsors of Portfolio
Funds, companies in which Portfolio Funds invest, or other parties in connection with transactions related to those investments, or
otherwise. This compensation could include financial advisory fees, as well as underwriting fees, financing or commitment fees or other
types of compensation. Compensation for investment banking and other financial
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services will not be shared with the Master Fund or the shareholders and may be received before the Master Fund realizes a return on its
investment. Related Parties may also provide brokerage services to Portfolio Funds or act as a prime broker for Portfolio Funds in
compliance with applicable law, including, without limitation, the 1940 Act. In connection with such brokerage services, Related Parties
may provide research products and services to the Portfolio Managers. Due to such relationships, the Sub-Adviser may face a conflict in
evaluating the applicable Portfolio Managers or Portfolio Funds. Moreover, as a result of certain of such relationships, Related Parties
may take actions with respect to a Portfolio Fund, such as making a margin call, that materially adversely affect such Portfolio Fund
and, therefore, the Master Fund.
To the extent permitted by applicable law, including, without limitation, the 1940 Act, a Portfolio Fund may enter into transactions
and invest in futures, securities, currencies, swaps, options, forward contracts or other instruments in which one of the Related Parties,
acting as principal or on a proprietary basis for its customers, serves as the counterparty. LMPFA, the Sub-Adviser and other Related
Parties will not, directly or indirectly, purchase securities or other property from, or sell securities or other property to, the Fund except
in accordance with applicable law. However, subject to compliance with applicable law, including without limitation, the 1940 Act, the
Fund and the Master Fund may engage in transactions with accounts which are affiliated with the Fund and the Master Fund because
they are advised by Related Parties or because they have common officers, directors or managers. Such transactions would be made in
circumstances where the Sub-Adviser has determined that it would be appropriate for the Fund or the Master Fund to purchase and the
Sub-Adviser or another client of the Related Parties to sell, or the Fund and the Master Fund to sell and another client of the Related
Parties to purchase, the same security or instrument on the same day.
To the extent permitted by applicable law (including, without limitation, the 1940 Act), the Fund or the Master Fund (directly or
indirectly through Portfolio Funds) may purchase investments that are issued, or the subject of an underwriting or other distribution, by
Related Parties. It is anticipated that the commissions, mark-ups and mark-downs charged by Related Parties will be, in their view,
commercially reasonable, although Related Parties will have an interest in obtaining commission rates, mark-ups and mark-downs
which are favorable to such Related Parties.
Purchases or sales of securities for the account of the Fund or the Master Fund may be bunched or aggregated with orders for other
accounts of the Related Parties, including other investment partnerships (including those in which the Related Parties or their employees
have a beneficial interest). In the event that it is not possible to receive the same price or execution on the entire volume of securities
purchased or sold, the various prices would be averaged, and the Fund and the Master Fund will be charged or credited with the average
price. Thus, the effect of the aggregation may be disadvantageous to the Fund and the Master Fund on some occasions. In addition,
under certain circumstances, the Fund and the Master Fund may not be charged the same commission or commission equivalent rates in
connection with a bunched or aggregated order. It is expected that the Portfolio Funds generally will follow the same practice, but there
is no guarantee that they will do so. Subject to the Fund and the Master Fund first obtaining any necessary exemptive relief from the
provisions of the 1940 Act, LMPFA or the Sub-Adviser may invest the Master Funds assets in Portfolio Funds or managed accounts
managed by Portfolio Managers affiliated with the Related Parties. There can be no assurance that such exemptive relief will be sought
or, if sought, that it will be granted.
LMPFA or the Sub-Adviser may advise certain accounts with respect to which the advisory fee is based entirely or partially on
performance. Performance fee arrangements may create a conflict of interest in that LMPFA or the Sub-Adviser may have an incentive
to allocate the investment opportunities that it believes might be the most profitable to such other accounts instead of allocating them to
the Fund and the Master Fund.
If the Sub-Adviser identifies a limited investment opportunity which may be suitable for more than one fund or other account, the
Master Fund may not be able to take full advantage of the opportunity due to an allocation of filled purchase or sale orders across all
eligible funds and other accounts. To deal with these situations, the Sub-Adviser has adopted procedures for allocating portfolio
transactions across multiple accounts. In such situations the Sub-Adviser will, consistent with its applicable fiduciary obligations under
the Advisers Act, endeavor to achieve a fair and equitable allocation of limited investment opportunities among its funds and
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accounts by considering such factors as each clients specific investment strategy or style, investment objective, portfolio holdings,
ongoing cash requirements and any restrictions associated with the investment.
LMPFA, LMIS, their affiliates and their personnel have interests in promoting sales of funds, including the Fund, of Legg Mason
(Legg Mason Funds), including remuneration, fees and profitability relating to services to and sales of Legg Mason Funds.
Employees of LMPFA, LMIS or their affiliates (including wholesalers registered with LMIS) may receive additional compensation
related to the sale of individual Legg Mason Funds or categories of Legg Mason Funds. LMPFA, the subadvisers, and their advisory or
other personnel may also benefit from increased amounts of assets under management.
Financial intermediaries, including broker/dealers, investment advisers, financial consultants or advisers, mutual fund
supermarkets, insurance companies, financial institutions and other financial intermediaries through which investors may purchase
shares of the Fund, also may benefit from the sales of shares of Legg Mason Funds. For example, in connection with such sales,
financial intermediaries may receive compensation from the Fund (with respect to the Fund as a whole or a particular class of shares)
and/or from LMPFA, LMIS, and/or their affiliates, as further described below. The structure of these compensation arrangements, as
well as the amounts paid under such arrangements, vary and may change from time to time. In addition, new compensation
arrangements may be negotiated at any time. The compensation arrangements described in this section are not mutually exclusive, and a
single financial intermediary may receive multiple types of compensation.
LMIS has agreements in place with financial intermediaries defining how much each firm will be paid for the sale of a particular
mutual fund from sales charges, if any, paid by Fund shareholders and from Rule 12b-1 Plan fees paid to LMIS by the Fund. These
financial intermediaries then pay their employees or associated persons who sell Fund shares from the sales charges and/or fees they
receive. The financial intermediary, and/or its employees or associated persons may receive a payment when a sale is made and will, in
most cases, continue to receive ongoing payments while you are invested in the Fund. In other cases, LMIS may retain all or a portion
of such fees and sales charges.
In addition, LMIS, LMPFA and/or certain of their affiliates may make additional payments (which are often referred to as
revenue sharing payments) to the financial intermediaries from their past profits and other available sources, including profits from
their relationships with the Fund. Revenue sharing payments are a form of compensation paid to a financial intermediary in addition to
the sales charges paid by Fund shareholders or Rule 12b-1 Plan fees paid by the Fund. LMPFA, LMIS and/or certain of its affiliates may
revise the terms of any existing revenue sharing arrangement, and may enter into additional revenue sharing arrangements with other
financial services firms.
Revenue sharing arrangements are intended, among other things, to foster the sale of Fund shares and/or to compensate financial
services firms for assisting in marketing or promotional activities in connection with the sale of Fund shares. In exchange for revenue
sharing payments, LMPFA and LMIS generally expect to receive the opportunity for the Fund to be sold through the financial
intermediaries sales forces or to have access to third-party platforms or other marketing programs, including but not limited to mutual
fund supermarket platforms or other sales programs. To the extent that financial intermediaries receiving revenue sharing payments
sell more shares of the Fund, LMPFA and LMIS and/or their affiliates benefit from the increase in Fund assets as a result of the fees
they receive from the Fund.
Revenue sharing payments are usually calculated based on a percentage of Fund sales and/or Fund assets attributable to a
particular financial intermediary. Payments may also be based on other criteria or factors such as, for example, a fee per each
transaction. Specific payment formulas are negotiated based on a number of factors, including, but not limited to, reputation in the
industry, ability to attract and retain assets, target markets, customer relationships and scope and quality of services provided. In
addition, LMIS, LMPFA and/or certain of their affiliates may pay flat fees on a one-time or irregular basis for the initial set-up of the
Fund on a financial intermediarys systems, participation or attendance at a financial intermediarys meetings, or for other reasons. In
addition, LMIS, LMPFA and/or certain of their affiliates may pay certain education and training costs of financial intermediaries
(including, in some cases, travel expenses) to train and educate the personnel of the
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financial intermediaries. It is likely that financial intermediaries that execute portfolio transactions for the Fund will include those firms
with which LMPFA, LMIS and/or certain of their affiliates have entered into revenue sharing arrangements.
The Fund generally pays the transfer agent for certain recordkeeping and administrative services. In addition, the Fund may pay
financial intermediaries for certain recordkeeping, administrative, sub-accounting and networking services. These services include
maintenance of shareholder accounts by the firms, such as recordkeeping and other activities that otherwise would be performed by a
Funds transfer agent. Administrative fees may be paid to a firm that undertakes, for example, shareholder communications on behalf of
the Fund. Networking services are services undertaken to support the electronic transmission of shareholder purchase orders through the
National Securities Clearing Corporation (NSCC). These payments are generally based on either (1) a percentage of the average daily
net assets of Fund shareholders serviced by a financial intermediary or (2) a fixed dollar amount for each account serviced by a financial
intermediary. LMIS, LMPFA and/or their affiliates may make all or a portion of these payments.
In addition, when applicable, the Fund reimburses LMIS for NSCC fees that are invoiced to LMIS as the party to the agreement
with NSCC for the administrative services provided by NSCC to the Fund and its shareholders. These services include transaction
processing and settlement through Fund/SERV, electronic networking services to support the transmission of shareholder purchase and
redemption orders to and from financial intermediaries, and related recordkeeping provided by NSCC to the Fund and its shareholders.
If your Fund shares are purchased through a retirement plan, LMIS, LMPFA or certain of their affiliates may also make similar
payments to those described in this section to the plans recordkeeper or an affiliate.
Revenue sharing payments, as well as the other types of compensation arrangements described in this section, may provide an
incentive for financial intermediaries and their employees or associated persons to recommend or sell shares of the Fund to customers
and in doing so may create conflicts of interest between the firms financial interests and the interests of their customers. Please contact
your financial intermediary for details about any payments it (and its employees) may receive from the Fund and/or from LMIS,
LMPFA and/or their affiliates. You should review your financial intermediarys disclosure and/or talk to your broker/dealer or financial
intermediary to obtain more information on how this compensation may have influenced your broker/dealers or financial
intermediarys recommendation of the Fund.
Conflicts of Interest of Affiliate as Shareholder
As long as Legg Mason holds a substantial amount of the Funds and the Master Funds voting securities, it may be able to
exercise a controlling influence in matters submitted to a vote of Shareholders, including, but not limited to, the election of Trustees,
approval or renewal of advisory or subadvisory contracts, and any vote relating to a reorganization or merger of the Fund and the Master
Fund. As a majority shareholder, Legg Mason also would have the ability to call special meetings of the Fund pursuant to the
Declaration of Trust and/or By-laws of the Fund. The ability to exercise a controlling influence over the Fund and the Master Fund may
result in conflicts of interest because, among other things, Legg Mason is an affiliate of LMPFA, the Sub-Adviser and LMIS. Legg
Mason is not bound by any procedures or policies that may limit its activities as a shareholder.
Conflicts of Interest of Portfolio Fund Investments
The Sub-Adviser anticipates that each Portfolio Manager will consider participation by the applicable Portfolio Fund in all
appropriate investment opportunities that are also under consideration for investment by the Portfolio Manager for other Portfolio Funds
and accounts managed by the Portfolio Manager (Portfolio Manager Accounts) that pursue investment programs similar to that of the
applicable Portfolio Fund or the Fund. However, there can be no guarantee or assurance that Portfolio Managers will follow such
practices or that a Portfolio Manager will adhere to, and comply with, its stated practices, if any. In addition, circumstances may arise
under which a Portfolio Manager will cause its Portfolio Manager Accounts to commit a larger percentage of their assets to an
investment opportunity than to which the Portfolio Manager will commit assets of the Portfolio Fund. Circumstances may also arise
under which a Portfolio Manager will consider participation by its Portfolio Manager Accounts in investment opportunities in which the
Portfolio Manager intends not to invest on behalf of the Portfolio Fund, or vice versa.
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Situations may occur where the Fund and the Master Fund could be disadvantaged by investment activities conducted by the
Portfolio Manager for the Portfolio Manager Accounts. These situations may arise as a result of, among other things: (1) legal
restrictions on the combined size of positions that may be taken for a Portfolio Fund in which the Master Fund and/or Portfolio Manager
Accounts participate (collectively, Co-Investors and, individually, a Co-Investor), limiting the size of the Portfolio Funds position;
(2) legal prohibitions on the Co-Investors participating in the same instruments; (3) the difficulty of liquidating an investment for a CoInvestor when the market cannot absorb the sale of the combined positions; and (4) the determination that a particular investment is
warranted only if hedged with an option or other instrument and the availability of those options or other instrument is limited.
A Portfolio Manager may from time to time cause a Portfolio Fund to effect certain principal transactions in securities with one or
more Portfolio Manager Accounts, subject to certain conditions. For example, these transactions may be made in circumstances in
which the Portfolio Manager determined it was appropriate for the Portfolio Fund to purchase and a Portfolio Manager Account to sell,
or the Portfolio Fund to sell and the Portfolio Manager Account to purchase, the same security or instrument on the same day.
Each Portfolio Manager, its affiliates and their directors, officers and employees, may buy and sell securities or other investments
for their own accounts, including shares in Portfolio Funds, and may have conflicts of interest with respect to investments made on
behalf of a Portfolio Fund in which the Fund, through its investment in the Master Fund, participates. As a result of differing trading and
investment strategies or constraints, positions may be taken by directors, officers, employees and affiliates of the Portfolio Manager that
are the same as, different from or made at different times than positions taken for the Portfolio Fund in which the Fund, through its
investment in the Master Fund, participates. Future investment activities of the Portfolio Managers, or their affiliates, and the principals,
members, directors, officers or employees of the foregoing, may give rise to additional conflicts of interest that could disadvantage the
Fund, the Master Fund and their shareholders.
Portfolio Managers or their affiliates may from time to time provide investment advisory or other services to Portfolio Funds and
other entities or accounts managed by the Portfolio Managers or their affiliates. In addition, Portfolio Managers or their affiliates may
from time to time receive research products and services in connection with the brokerage services that brokers (including, without
limitation, affiliates of a Portfolio Manager) may provide to one or more Portfolio Manager Accounts.
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PORTFOLIO TRANSACTIONS AND BROKERAGE
The Master Fund
The Master Fund anticipates that it will execute many of its transactions directly with the Portfolio Funds and that such
transactions ordinarily will not be subject to brokerage commissions. In some instances, however, the Master Fund may incur expenses
in connection with effecting its portfolio transactions, including the payment of brokerage commissions or fees payable to Portfolio
Funds or parties acting on behalf of, or at the direction of, Portfolio Funds. The Master Fund will typically have no obligation to deal
with any broker or group of brokers in executing transactions.
The Master Fund will bear any commissions or spreads in connection with its portfolio transactions. In selecting brokers and
dealers to effect transactions on behalf of the Master Fund and the Sub-Adviser will seek to obtain the best price and execution for the
transaction, taking into account factors such as price, size of order, difficulty of execution and the operational facilities of a brokerage
firm and the firms risk in positioning a block of securities. While the Sub-Adviser generally will seek reasonably competitive
commission rates, the Fund and the Master Fund will not necessarily be paying the lowest commission available on each transaction. In
executing portfolio transactions and selecting brokers or dealers, the Sub-Adviser will seek to obtain the best overall terms available for
the Master Fund. The Sub-Adviser will evaluate the overall reasonableness of brokerage commissions paid based upon its knowledge of
available information as to the general level of commissions paid by other institutional investors for comparable services. LMPFA will
utilize the same criteria in executing any portfolio transactions on behalf of the Master Fund.
The Portfolio Funds
The Portfolio Funds incur transaction expenses in the management of their portfolios, which will decrease the value of the Funds
investment in the Portfolio Funds. In view of the fact that the investment program of certain of the Portfolio Funds may include trading
as well as investments, short-term market considerations will frequently be involved. It is anticipated that the turnover rates of the
Portfolio Funds may be substantially greater than the turnover rates of other types of investment vehicles. In addition, the order
execution practices of the Portfolio Funds may not be transparent to the Master Fund. Each Portfolio Fund is responsible for placing
orders for the execution of its portfolio transactions and for the allocation of its brokerage. The Sub-Adviser will have no direct or
indirect control over the brokerage or portfolio trading policies employed by the investment advisers of the Portfolio Funds. The SubAdviser expects that each Portfolio Fund will generally select broker-dealers to effect transactions on the Portfolio Funds behalf
substantially in the manner set forth below.
Each Portfolio Fund generally will seek reasonably competitive commission rates. However, Portfolio Funds will not necessarily
pay the lowest commission available on each transaction, and may engage in transactions with broker-dealers based on different criteria
than those considered by the Master Fund. Portfolio Funds may not be subject to the same regulatory restrictions on principal and
agency transactions. It is anticipated that some Portfolio Funds may effect principal or agency transactions through affiliates of the
Master Fund. The Master Fund will indirectly bear the commissions or spreads in connection with the portfolio transactions of the
Portfolio Funds.
No guarantee or assurance can be made that a Portfolio Funds brokerage transaction practices will be transparent or that the
Portfolio Fund will establish, adhere to, or comply with its stated practices. However, as the Portfolio Funds are not investment
companies registered under the 1940 Act, they may select brokers on a basis other than that outlined above and may receive benefits
other than research or that benefit the Portfolio Funds investment adviser or its affiliates rather than the Portfolio Funds.
As with the Master Fund, Portfolio Funds may make investments directly in the issuers of their underlying securities, and in some
instances may not be subject to transaction expenses.
NET ASSET VALUE
Each of the Fund and the Master Fund will calculate its NAV as of the close of business on the last business day of each calendar
month and at such other times as the Board may determine, including in connection with
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repurchases of Shares, in accordance with the procedures described below or as may be determined from time to time in accordance
with policies established by the Board. The NAV of a Fund will equal the value of the total assets of the Fund, less all of its liabilities,
including accrued fees and expenses. The NAV of the Master Fund will equal the value of the total assets of the Master Fund, less all of
its liabilities, including accrued fees and expenses. Because the Fund intend to invest substantially all of their assets in the Master Fund,
the value of the assets of the Fund will depend on the value of its share of the Portfolio Funds or other investments in which the Master
Fund invests. The NAV per share equals the NAV of a Fund divided by the number of its outstanding Shares. The Board of Trustees has
approved procedures pursuant to which the Fund will value its investments in Portfolio Funds at fair value. In accordance with these
procedures, fair value as of each date upon which the Fund calculates its net asset value (an NAV Date) will be determined by the
North American Fund Valuation Committee at LMPFA based on valuations provided by the Portfolio Funds third party administrators
and due diligence conducted by the Sub-Adviser, which is in accordance with the Portfolio Funds valuation policies. Using the
nomenclature of the Portfolio Fund industry, any values reported as estimated or final values will reasonably reflect market values
of securities for which market quotations are available or fair value as of the Portfolio Funds valuation date.
The third party administrators of Portfolio Funds will generally be paid by the Portfolio Funds, and not by the Fund. It is not
anticipated that the Fund would have a direct legal claim against third party administrators in the event of a conflict over a valuation.
Portfolio Managers and third party administrators may face conflicts of interest in valuing portfolio securities since such values affect
their respective compensation.
The Fund, through its investment in the Master Fund, will normally invest primarily in Portfolio Funds. The net asset values of
Portfolio Funds are generally not readily available from pricing vendors, nor are they calculable independently by the Sub-Adviser or
Portfolio Managers. Therefore, pursuant to the valuation procedures, the Fund will fair value its interests in the Portfolio Funds.
Prior to investing in any Portfolio Fund, the Sub-Adviser will conduct a due diligence review of the valuation methodology
utilized by a Portfolio Funds third party administrator, which will utilize market values when available and otherwise utilize principles
of fair value that the Sub-Adviser reasonably believes to be consistent with those used by the Master Fund in valuing its own
investments.
The Master Fund will value each underlying Portfolio Fund as of the NAV Date primarily in reliance on the most recent
Underlying NAV supplied by the Portfolio Funds third party administrator. In the event the Underlying NAV is not as of the NAV
Date, the Sub-Adviser will use benchmark or other triggers in determining if a significant market movement has occurred between the
effective date of the Underlying NAV and the Funds NAV Date that should be taken into consideration when determining the
reasonableness of the Underlying NAV. Based on the foregoing factors, the Sub-Adviser will make recommendations to the Fund and
the Master Fund on fair valuation of such securities. Neither the Sub-Adviser nor the Board of Trustees will be able to directly confirm
independently the accuracy of the Underlying NAVs provided by the Portfolio Funds third party administrators (which are unaudited,
except for year-end valuations).
Although redemptions of interests in Portfolio Funds are subject to advance notice requirements, Portfolio Funds will typically
make available net asset value information to holders that represents the price at which, even in the absence of redemption activity, the
Portfolio Fund would have effected a redemption if any such requests had been timely made or if, in accordance with the terms of the
Portfolio Funds governing documents, it would be necessary to effect a mandatory redemption. Following procedures adopted by the
Board, in the absence of specific transaction activity in interests in a particular Portfolio Fund, the Board would consider whether it was
appropriate, in light of all relevant circumstances, to value its interest at its net asset value as reported at the time of valuation or
whether to adjust such value to reflect a premium or discount to net asset value. In accordance with generally accepted accounting
principles and industry practice, the Fund and the Master Fund may not always apply a discount in cases where there is no
contemporaneous redemption activity in a particular Portfolio Fund. In other cases, as when a Portfolio Fund imposes extraordinary
restrictions on redemptions, or when there have been no recent transactions in Portfolio Fund interests, the Fund and the Master Fund
may determine that it is appropriate to apply a discount to the net asset value of the Portfolio Fund. Any such decision would be made in
good faith and subject to the review and supervision of the Board.
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Any valuations provided by the Portfolio Funds third party administrator upon which the Master Fund will calculate its monthend net asset value and net asset value per share may be subject to later adjustment based on valuation information reasonably available
at such time. For example, year-end net asset value calculations of the Portfolio Funds are audited by Portfolio Funds independent
auditors and may be revised as a result of such audits. Because such adjustments or revisions, whether increasing or decreasing the net
asset value of the Master Fund (and, therefore, the Fund) at the time they occur, relate to information available only at the time of the
adjustment or revision, the adjustments or revisions will not affect the amount of the repurchase proceeds of the Master Fund received
by shareholders who had their shares repurchased prior to such adjustments and received their repurchase proceeds. As a result, to the
extent that such subsequently adjusted valuations from the Portfolio Managers or administrators or revisions to an Underlying NAV
adversely affect the Master Funds (and, therefore, the Funds) net asset value, the outstanding shares will be adversely affected by
prior repurchases to the benefit of shareholders who had their shares repurchased at a net asset value higher than the adjusted amount.
Conversely, any increases in the net asset value resulting from such subsequently adjusted valuations will be entirely for the benefit of
the outstanding shares and to the detriment of shareholders who previously had their shares repurchased at a lower net asset value than
the adjusted amount. The same principles apply to the purchase of shares. New shareholders may be affected in a similar way.
The valuation procedures approved by the Board provide that, where deemed appropriate by the Sub-Adviser and consistent with
the 1940 Act, investments in Portfolio Funds may be valued at cost. Generally, valuation at cost is appropriate only at the time of initial
purchase. Cost would only be used when cost is determined to best approximate the fair value of the particular security under
consideration. For example, cost may not be appropriate when the Master Fund is aware of sales of similar securities to third parties at
materially different prices or in other circumstances where cost may not approximate fair value (which could include situations where
there are no sales to third parties). In such a situation, the Master Funds investment will be revalued in a manner that the Sub-Adviser,
in accordance with procedures approved by the Board of Trustees, determines in good faith best reflects approximate market value. The
Board of Trustees will be responsible for ensuring that the valuation policies utilized by the Sub-Adviser are fair to the Fund and the
Master Fund and consistent with applicable regulatory guidelines.
Expenses of the Fund and the Master Fund, including LMPFAs and the Sub-Advisers investment management fee and the costs
of any borrowings, are accrued and are taken into account for the purpose of determining net asset value. Expenses attributable to a
particular share class are taken into account for the purpose of determining the net asset value per share of that share class.
Prospective investors should be aware that situations involving uncertainties as to the value of portfolio positions could have an
adverse effect on the Funds or the Master Funds net assets if the judgments of the Board of Trustees, the North American Fund
Valuation Committee at LMPFA, the Sub-Adviser, or the Portfolio Managers of the Portfolio Funds should prove incorrect.
Although the Master Funds investments in Portfolio Funds will not have readily available market quotations, securities in which
the fund invests which do generally have readily available market quotations, such as government securities and the securities of
exchange-traded funds, will be valued at market value, which is currently determined using the last reported sale price or, if no sales are
reported (in the case of some securities traded over-the-counter), the last reported bid price.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
Set forth below is a discussion of the material U.S. federal income tax aspects concerning the Fund and the purchase, ownership
and disposition of Shares. This discussion does not purport to be complete or to deal with all aspects of U.S. federal income taxation
that may be relevant to shareholders in light of their particular circumstances. Unless otherwise noted, this discussion assumes you are a
U.S. shareholder and that you hold your Shares as a capital asset. You will be a U.S. shareholder if you are an individual who is a citizen
or resident of the United States, a U.S. domestic corporation, or any other person that is subject to U.S. federal income tax on a net
income basis in respect of an investment in Shares. This discussion is based upon the Code, the regulations promulgated thereunder, and
judicial and administrative ruling authorities, as of the date hereof, all of which are subject to change, or differing interpretations
(possibly with retroactive effect). This discussion does not represent a detailed description of the U.S. federal income tax considerations
relevant to special classes of taxpayers including, without limitation, financial institutions, insurance companies, investors in passthrough entities, U.S. shareholders whose functional currency is not the United States dollar, tax-exempt organizations, dealers in
securities or currencies, traders in securities or commodities that elect mark to market treatment, or persons that will hold Shares as a
position in a straddle, hedge or as part of a constructive sale for U.S. federal income tax purposes. In addition, this discussion
does not address the application of the U.S. federal alternative minimum tax. Prospective investors should consult their own tax advisers
with regard to the U.S. federal tax consequences of the purchase, ownership, or disposition of Shares, as well as the tax consequences
arising under the laws of any state, foreign country, or other taxing jurisdiction.
Taxation of the Master Fund
The Master Fund intends to be treated as a partnership for U.S. federal income tax purposes for as long as it has at least two
members. As a result, the Master Fund will itself not be subject to U.S. federal income tax. Rather, each of the Master Funds
shareholders, including the Fund, will be required to take into account, for U.S. federal income tax purposes, its allocable share of the
Master Funds items of income, gain, loss, deduction and credit.
Taxation of the Fund
The Fund intends to elect to be treated and to qualify annually as a regulated investment company (a RIC) under Subchapter M
of the Code.
To qualify for the favorable U.S. federal income tax treatment generally accorded to RICs, the Fund must, among other things:
(i) derive in each taxable year at least 90% of its gross income from (a) dividends, interest, payments with respect to securities loans and
gains from the sale or other disposition of stock, securities or foreign currencies or other income (including but not limited to gains from
options, futures or forward contracts) derived with respect to its business of investing in such stock, securities or currencies; and (b) net
income derived from interests in certain publicly traded partnerships that are treated as partnerships for U.S. federal income tax
purposes and that derive less than 90% of their gross income from the items described in (a) above (each a Qualified Publicly Traded
Partnership); and (ii) diversify its holdings so that, at the end of each quarter of the taxable year, (a) at least 50% of the value of the
Funds assets is represented by cash and cash items (including receivables), U.S. government securities, the securities of other RICs and
other securities, with such other securities of any one issuer limited for the purposes of this calculation to an amount not greater than 5%
of the value of the Funds total assets and not greater than 10% of the outstanding voting securities of such issuer, and (b) not more than
25% of the value of its total assets is invested in the securities (other than U.S. government securities or the securities of other RICs) of
a single issuer, or two or more issuers that the Fund controls and that are engaged in the same, similar or related trades or businesses, or
any one or more Qualified Publicly Traded Partnerships.
For purposes of determining whether the Fund satisfies the 90% gross income test described in clause (i) above, the character of
the Funds distributive share of items of income, gain and loss derived through the Master Fund and any Portfolio Fund that is also
classified as a partnership for U.S. federal income tax purposes (other than a Qualified Publicly Traded Partnership) generally will be
determined as if the Fund realized such tax
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items directly. Similarly, for purposes of determining whether the Fund satisfies the asset diversification test described in clause
(ii) above, the Fund intends to look through the Master Fund to the underlying Portfolio Funds, and also to further look through to
the assets held by any Portfolio Fund that is classified as a partnership for U.S. federal income tax purposes (other than a Qualified
Publicly Traded Partnership).
As a RIC, the Fund generally will not be subject to U.S. federal income tax on its investment company taxable income (as that
term is defined in the Code, but determined without regard to the deduction for dividends paid) and net capital gain (the excess of net
long-term capital gain over net short-term capital loss), if any, that it distributes in each taxable year to its shareholders, provided that it
distributes at least 90% of the sum of its investment company taxable income and its net tax-exempt income for such taxable year.
A RIC that fails to distribute, by the close of each calendar year, an amount at least equal to the sum of 98% of its ordinary taxable
income for such calendar year and 98.2% of its capital gain net income for the one-year period ending on October 31 of such calendar
year, plus any shortfalls from any prior years required distribution, is generally liable for a nondeductible 4% excise tax on the portion
of the undistributed amounts of such income that are less than the required distributions. For these purposes, the Fund will be deemed to
have distributed any income on which it paid U.S. federal income tax.
The Fund intends to distribute its ordinary taxable income and capital gain net income to its shareholders annually, although it
reserves the right to distribute less than all of such amounts and pay any corresponding excise tax and corporate Income tax (for
instance, because it lacks the information that it needs from a particular Portfolio Fund to determine its income attributable to that
Portfolio Fund).
A distribution by the Fund will be treated as paid on December 31 of any calendar year if it is declared by the Fund in October,
November or December with a record date in such a month and paid by the Fund during January of the following calendar year. Such
distributions will be taxable to shareholders in the calendar year in which the distributions are declared, rather than the calendar year in
which the distributions are received.
If the Fund failed to satisfy the 90% gross income test, the asset diversification test, or the 90% distribution requirement in any
taxable year, the Fund could in some cases cure such failure, including by paying a Fund-level tax on certain portions of its income,
paying interest, making additional distributions or disposing of certain assets. If the Fund were ineligible to or otherwise did not cure
such failure for any taxable year, or if the Fund were otherwise to fail to qualify as a RIC accorded special tax treatment for such year,
the Fund would be taxed as an ordinary corporation on its taxable income even if such income were distributed to its shareholders and
all distributions out of earnings and profits (including distributions of net capital gain) would be taxed to shareholders as ordinary
dividend income. Such distributions generally would be eligible (i) to be treated as qualified dividend income in the case of individual
and other non-corporate shareholders and (ii) for the dividends received deduction in the case of corporate shareholders. In addition, the
Fund could be required to recognize unrealized gains, pay taxes and make distributions (which could be subject to interest charges)
before requalifying for taxation as a RIC.
Distributions
Subject to the discussion under Passive Foreign Investment Companies below, distributions to shareholders by the Fund of
ordinary income, and of net short-term capital gains, if any, realized by the Fund will generally be taxable to shareholders as ordinary
income to the extent that such distributions are paid out of the Funds current or accumulated earnings and profits. To the extent
distributions paid by the Fund to non-corporate shareholders (including individuals) are attributable to dividends from U.S. corporations
and certain qualified foreign corporations (other than PFICs), such distributions may be eligible for taxation as qualified dividend
income at preferential rates, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder. Distributions, if any, of net capital gains that are properly reported by the Fund as capital gain dividends will be taxable as
long-term capital gains, regardless of the length of time the shareholder has owned Shares of the Fund. A distribution of an amount in
excess of the Funds current and accumulated earnings and profits will be treated by a shareholder as a return of capital which is applied
against and reduces the shareholders basis in his or her Shares. To the extent that the amount of any such distribution
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exceeds the shareholders basis in his or her Shares, the excess will be treated by the shareholder as gain from a sale or exchange of the
Shares. Any distributions paid by the Fund that are attributable to dividends from U.S. corporations may be eligible for the corporate
dividends received deduction, provided certain holding period and other requirements are satisfied by the Master Fund, the Fund and the
shareholder.
Distributions will be treated in the manner described above regardless of whether such distributions are paid in cash or invested in
additional Shares pursuant to the Plan.
In addition to distributions of Shares pursuant to the Plan, the Fund may also distribute dividends that are payable in cash or the
Funds Shares at the election of each shareholder. Internal Revenue Service Revenue Procedure 2010-12 temporarily allowed a RIC
whose shares were publicly traded on an established securities market in the United States to distribute its own shares as a dividend for
the purpose of fulfilling its distribution requirements. Although Revenue Procedure 2010-12 is not currently applicable, the Internal
Revenue Service has also issued private letter rulings on cash/stock dividends paid by RICs and real estate investment trusts (including,
in some cases, where the shares were not publicly traded) if certain requirements are satisfied. Whether pursuant to a private letter ruling
or otherwise, we reserve the option to pay any future dividend in cash and our Shares. Shareholders subject to U.S. federal income tax
that receive such dividends generally will be required to recognize the full amount of the dividend (including the portion payable in
Shares) as ordinary dividend income to the extent of the Funds current and accumulated earnings and profits for U.S. federal income
tax purposes. As a result, shareholders may be required to pay income taxes with respect to such dividends in excess of the cash
dividends received. Shareholders should consult their own tax advisors regarding the tax consequences to them of any such dividend
they may receive.
The Fund may elect to retain its net capital gain or a portion thereof for investment and be taxed at corporate rates on the amount
retained. In such case, it may designate the retained amount as undistributed capital gains in a notice to its shareholders, who will be
treated as if each received a distribution of his pro rata share of such gain, with the result that each shareholder will (i) be required to
report his pro rata share of such gain on his tax return as long-term capital gain, (ii) receive a refundable tax credit for his pro rata share
of tax paid by the Fund on the gain and (iii) increase the tax basis for his Shares by an amount equal to the deemed distribution less the
tax credit.
Shareholders will be notified annually as to the U.S. federal tax status of any distributions. Information returns reporting such
distributions will generally be provided to shareholders on an IRS Form 1099 (as opposed to a Schedule K-1 which is generally
provided by partnerships).
Sale or Exchange of Shares
Upon the sale or other disposition of Shares (other than repurchases, which are described below), a shareholder will generally
realize capital gain or loss in an amount equal to the difference between the amount realized and the shareholders adjusted tax basis in
the Shares sold. Such gain or loss will be long-term or short-term, depending upon the shareholders holding period for the Shares.
Generally, a shareholders gain or loss will be a long-term gain or loss if the Shares have been held for more than one year. For noncorporate taxpayers, long-term capital gains are currently eligible for reduced rates of taxation.
No loss will be allowed on the sale or other disposition of Shares if the owner acquires (including acquisitions of Shares pursuant
to the Plan) or enters into a contract or option to acquire securities that are substantially identical to such Shares within 30 days before
or after the disposition. In such a case, the basis of the securities acquired will be adjusted to reflect the disallowed loss. Losses realized
by a shareholder on the sale or exchange of Shares held for six months or less are treated as long-term capital losses to the extent of any
distribution of long-term capital gain received (or amounts designated as undistributed capital gains) with respect to such Shares.
Under Treasury regulations, if a shareholder recognizes a loss with respect to shares of $2 million or more for an individual
shareholder or $10 million or more for a corporate shareholder, the shareholder must file with the Internal Revenue Service a disclosure
statement on Internal Revenue Service Form 8886. Direct shareholders of portfolio securities are in many cases excepted from this
reporting requirement, but under current guidance,
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shareholders of a RIC are not excepted. Future guidance may extend the current exception from this reporting requirement to
shareholders of most or all RICs. The fact that a loss is reportable under these regulations does not affect the legal determination of
whether the taxpayers treatment of the loss is proper. Shareholders should consult their tax advisors to determine the applicability of
these regulations in light of their individual circumstances.
Repurchase of Shares
The repurchase of Shares by the Fund generally will be a taxable transaction for U.S. federal income tax purposes, either as a sale
or exchange or, under certain circumstances, as a dividend. A repurchase of Shares generally will be treated as a sale or exchange if the
receipt of cash by the shareholder results in a complete redemption of the shareholders interest in the Fund or is substantially
disproportionate or not essentially equivalent to a dividend with respect to the shareholder. In determining whether any of these tests
have been met, Shares actually owned and Shares considered to be owned by the shareholder by reason of certain constructive
ownership rules generally must be taken into account. If any of the tests for sale or exchange treatment is met, a shareholder will
generally recognize capital gain or loss (which will be treated in the same manner as described above) equal to the difference between
the amount of cash received by the shareholder and the adjusted tax basis of the Shares repurchased.
If none of the tests for sale or exchange treatment is met, the amount received by a shareholder on a repurchase of Shares will be
taxable to the shareholder as a dividend to the extent of such shareholders allocable share of the Funds current and accumulated
earnings and profits. The excess of such amount received over the portion that is taxable as a dividend would constitute a non-taxable
return of capital (to the extent of the shareholders adjusted tax basis in the Shares sold), and any amount in excess of the shareholders
adjusted tax basis would constitute taxable capital gain. Any remaining tax basis in the Shares repurchased by the Fund will be
transferred to any remaining Shares held by such shareholder. In addition, if a repurchase of Shares is treated as a dividend to the
tendering shareholder, a constructive dividend may result to a non-tendering shareholder whose proportionate interest in the earnings
and assets of the Fund has been increased by such repurchase.
Nature of the Master Funds Investments
Certain hedging and derivatives transactions of the Master Fund or the Portfolio Funds are subject to special and complex federal
income tax provisions that may, among other things, (i) disallow, suspend or otherwise limit the allowance of certain losses or
deductions, (ii) convert lower-taxed long-term capital gain into higher-taxed short-term capital gain or ordinary income, (iii) convert an
ordinary loss or a deduction into a capital loss (the deductibility of which is more limited), (iv) cause the Fund to recognize income or
gain without a corresponding receipt of cash, (v) adversely affect the time as to when a purchase or sale of stock or securities is deemed
to occur, (vi) adversely alter the intended characterization of certain complex financial transactions or (vii) produce income that will not
qualify as good income under the RIC rules. These rules could therefore affect the character, amount and timing of distributions to
shareholders.
Original Issue Discount Securities
If the Master Fund invests in zero coupon or other discount securities, such investments could result in income to the Fund equal
to a portion of the excess of the face value of the securities over their issue price (the original issue discount) each year that the
securities are held, even if the Master Fund receives no cash interest payments. This income would be included in determining the
amount of income which the Fund must distribute to maintain its qualification for the favorable U.S. federal income tax treatment
generally accorded to RICs and to avoid the payment of U.S. federal income tax and the nondeductible 4% federal excise tax. Because
such income may not be matched by a corresponding cash distribution to the Master Fund, the Master Fund may be required to borrow
money or dispose of other securities to enable the Fund to make distributions to its shareholders.
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Currency Fluctuations
Under Section 988 of the Code, gains or losses attributable to fluctuations in exchange rates between the time the Master Fund
accrues income or receivables or expenses or other liabilities denominated in a foreign currency and the time the Master Fund actually
collects such income or receivables or pays such liabilities are generally treated as ordinary income or loss. Similarly, gains or losses on
foreign currency, foreign currency forward contracts, certain foreign currency options or futures contracts and the disposition of debt
securities denominated in foreign currency, to the extent attributable to fluctuations in exchange rates between the acquisition and
disposition dates, are also treated as ordinary income or loss.
Passive Foreign Investment Companies
The Master Fund may acquire interests in Portfolio Funds organized outside the United States that are treated as corporations for
U.S. tax purposes and that are treated as passive foreign investment companies (PFICs) for U.S. federal income tax purposes.
If the Fund or the Master Fund makes a valid election to mark to market interests in some or all of such PFICs at the end of each
taxable year, the Fund will recognize as ordinary income any increase in the value of those PFIC interests as of the close of the taxable
year (subject to adjustments for deferral of losses from the taxable year) over their adjusted basis and as ordinary loss any decrease in
that value unless the loss is required to be deferred. Gains realized with respect to PFICs that the Fund or the Master Fund has validly
elected to mark to market will be ordinary income. If the Fund realizes a loss with respect to such a PFIC, whether by virtue of the
Master Funds sale of all or part of the Master Funds interest in the PFIC or because of the mark to market adjustment described
above, the loss will be ordinary to the extent of the excess of the sum of the mark-to-market gains over the mark-to-market losses
previously recognized with respect to the PFIC. To the extent that the Funds mark-to-market loss with respect to a PFIC exceeds that
limitation, the loss will effectively be taken into account in offsetting future mark-to-market gains from the PFIC, and any remaining
loss will generally be deferred until the PFIC interests are sold, at which point the loss will be treated as a capital loss.
If the Fund or the Master Fund does not make the mark to market election with respect to a PFIC, the Master Fund may under
certain circumstances elect to treat the PFIC as a qualified electing fund (a QEF), which would result in the Master Fund recognizing
income and gain each year based on its allocable share of the income and gain recognized by the QEF. If the QEF incurs losses in a
taxable year, however, those losses would not pass through to the Master Fund or the Fund and, accordingly, would not be available to
offset other income or gains of the Fund. The Master Fund may not be able to make QEF elections with respect to some or all of the
Portfolio Funds that are treated as PFICs because the Portfolio Fund may not be willing to satisfy the necessary reporting requirements.
If neither a mark to market nor a QEF election is made with respect to an interest in a PFIC, the ownership of the PFIC interest may
have significantly adverse tax consequences for the Fund. In such a case, the Fund would be subject to an interest charge (at the rate
applicable to tax underpayments) on tax liability treated as having been deferred with respect to certain distributions and on gain from
the disposition of the interests in a PFIC (collectively referred to as excess distributions), even if those excess distributions are paid
by the Fund as a dividend to its shareholders.
If a mark-to-market or a QEF election is made, the Fund may be required to recognize income (which generally must be
distributed to the Funds shareholders) in excess of the distributions that the Master Fund receives from Portfolio Funds. Accordingly,
the Master Fund may need to borrow money or to dispose of its interests in Portfolio Funds in order to enable the Fund to make the
distributions required in order to maintain the Funds status as a RIC and to avoid the imposition of a federal income tax and/or the
nondeductible 4% excise tax. There can be no assurances, however, that the Master Fund will be successful in this regard and the Fund
may not be able to maintain its status as a RIC.
Dividends paid by PFICs, or amounts recognized pursuant to the mark-to-market or QEF election, will not be eligible for taxation
as qualified dividend income.
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Foreign Taxes
Investment income that may be received by the Master Fund from sources within foreign countries may be subject to foreign taxes
withheld at the source. The United States has entered into tax treaties with many foreign countries that entitle the Master Fund to a
reduced rate of, or exemption from, taxes on such income. If more than 50% of the value of the Funds total assets at the close of the
taxable year consists of stock or securities of foreign corporations, the Fund may elect to pass-through to the Funds shareholders its
proportionate amount of foreign taxes paid by the Master Fund. If the Fund so elects, each shareholder would be required to include in
gross income, even though not actually received, his pro rata share of the foreign taxes paid by the Master Fund, but would be treated as
having paid his pro rata share of such foreign taxes and would therefore be allowed to either (i) deduct such amount in computing
taxable income or (ii) use such amount (subject to various Code limitations) as a foreign tax credit against federal income tax. For
purposes of the foreign tax credit limitation rules of the Code, each shareholder would treat as foreign source income his pro rata share
of such foreign taxes plus the portion of dividends received from the Fund representing income derived from foreign sources. No
deduction for foreign taxes could be claimed by a non-corporate shareholder who does not itemize deductions. In certain circumstances,
a shareholder that has held Shares of the Fund for less than a specified minimum period during which it is not protected from risk of
loss, or is obligated to make payments related to the dividends, will not be allowed a foreign tax credit for foreign taxes deemed
imposed on dividends paid on such Shares. Additionally, the Master Fund must also meet this holding period requirement with respect
to its foreign stock and securities in order for creditable taxes to be passed through to its shareholders. Each shareholder should
consult his own tax adviser regarding the potential application of foreign tax credits.
Backup Withholding
The Fund may be required to withhold from all taxable distributions and redemption proceeds payable to shareholders who fail to
provide the Fund with their correct taxpayer identification number or to make required certifications, or who have been notified by the
Internal Revenue Service that they are subject to backup withholding. Certain shareholders specified in the Code generally are exempt
from such backup withholding. This withholding is not an additional tax. Any amounts withheld may be credited against the
shareholders U.S. federal income tax liability, provided that the shareholder furnishes the Internal Revenue Service with the required
information.
Foreign Shareholders
U.S. taxation of a shareholder who is a nonresident alien individual, a foreign trust or estate, a foreign corporation or foreign
partnership (foreign shareholder) depends on whether the income of the Fund is effectively connected with a U.S. trade or business
carried on by the shareholder.
If the income from the Fund is not effectively connected with a U.S. trade or business carried on by the foreign shareholder,
distributions (including any distributions of Shares or repurchases of Shares that are taxable as a dividend, as described above under
Distributions and Repurchase of Shares, respectively) of investment company taxable income will be subject to a U.S. tax of
30% (or lower treaty rate), which tax is generally withheld from such distributions. However, dividends paid by the Fund that are
interest-related dividends or short-term capital gains dividends will generally be exempt from such withholding for taxable years
beginning before January 1, 2014, in each case to the extent the Fund properly reports such dividends to shareholders. For these
purposes, interest-related dividends and short-term capital gain dividends generally represent distributions of interest or short-term
capital gains that would not have been subject to U.S. federal withholding tax at the source if received directly by the foreign
shareholder, and that satisfy certain other requirements. A foreign shareholder whose income from the Fund is not effectively
connected with a U.S. trade or business would generally be exempt from U.S. federal income tax on capital gain dividends, any
amounts retained by the Fund that are designated as undistributed capital gains and any gains realized upon the sale or exchange of
Shares of the Fund. However, a foreign shareholder who is a nonresident alien individual and is physically present in the United States
for more than 182 days during the taxable year and meets certain other requirements will nevertheless be subject to a U.S. tax of 30% on
such capital gain dividends, undistributed capital gains and sale or exchange gains.
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If the income from the Fund is effectively connected with a U.S. trade or business carried on by a foreign shareholder, then
distributions of investment company taxable income, any capital gain dividends, any amounts retained by the Fund that are designated
as undistributed capital gains and any gains realized upon the sale or exchange of Shares of the Fund will be subject to U.S. income tax
at the graduated rates applicable to U.S. citizens, residents or domestic corporations. Foreign corporate shareholders may also be subject
to the branch profits tax imposed by the Code.
In the case of a non-exempt foreign shareholder, the Fund may be required to withhold from distributions that are otherwise
exempt from withholding tax (or taxable at a reduced treaty rate) unless the foreign shareholder certifies his or her foreign status under
penalties of perjury or otherwise establishes an exemption.
The tax consequences to a foreign shareholder entitled to claim the benefits of an applicable tax treaty may differ from those
described herein. Foreign shareholders are advised to consult their own tax advisers with respect to the particular tax consequences to
them of an investment in the Fund.
Additional Withholding Requirements
Under legislation enacted in 2010 and administrative guidance, the relevant withholding agent may be required to withhold 30% of
any dividends paid after December 31, 2013 and the proceeds of a sale of Shares occurring after December 31, 2016 paid to (i) a foreign
financial institution unless such foreign financial institution agrees to verify, report and disclose certain of its U.S. accountholders and
meets certain other specified requirements or (ii) a non-financial foreign entity that is the beneficial owner of the payment unless such
entity certifies that it does not have any substantial United States owners or provides the name, address and taxpayer identification
number of each substantial United States owner and such entity meets certain other specified requirements. These requirements are
different from, and in addition to, the foreign status certification requirements described above.
Other Taxation
Fund shareholders may be subject to state, local and foreign taxes on their Fund distributions. Shareholders are advised to consult
their own tax advisers with respect to the particular tax consequences to them of an investment in the Fund.
CONTROL PERSONS AND PRINCIPAL HOLDERS OF SECURITIES
A control person is a person who beneficially owns more than 25% of the voting securities of a company. Legg Mason, Inc.
currently owns more than 25% of the voting securities of the Fund and is therefore a control person.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board has selected KPMG LLP, located at 345 Park Avenue, New York, New York 10154, to serve as the independent
registered public accountants of the Fund.
CUSTODIAN
The custodian of the assets of the Fund is The Bank of New York Mellon. The Custodian performs custodial, fund accounting and
portfolio accounting services. The Funds transfer, shareholder services and dividend paying agent is The Bank of New York Mellon.
ADDITIONAL INFORMATION
A Registration Statement on Form N-2, including amendments thereto, relating to the Shares of the Fund offered hereby, has been
filed by the Fund with the SEC in Washington, D.C. The Funds Prospectus and this Statement of Additional Information do not contain
all of the information set forth in the Registration Statement, including any exhibits and schedules thereto. For further information with
respect to the Fund and the Shares offered hereby, reference is made to the Funds Registration Statement. Statements contained in the
Funds
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Prospectus and this Statement of Additional Information as to the contents of any contract or other document referred to are not
necessarily complete and in each instance reference is made to the copy of such contract or other document filed as an exhibit to the
Registration Statement, each such statement being qualified in all respects by such reference. Copies of the Registration Statement may
be inspected without charge at the SECs principal office in Washington, D.C., and copies of all or any part thereof may be obtained
from the SEC upon the payment of certain fees prescribed by the SEC or on the SECs website at http://www.sec.gov.
FINANCIAL STATEMENTS
The financial statements of the Fund are incorporated herein by reference to the Funds Annual Report for the year ended
March 31, 2013, filed with the SEC on May 30, 2013.
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APPENDIX A
LEGG MASON PARTNERS FUND ADVISOR, LLC
Proxy Voting Policy
LMPFA delegates to each sub-adviser the responsibility for voting proxies for its funds, as applicable, through its contracts with
each sub-adviser. Each sub-adviser may use its own proxy voting policies and procedures to vote proxies of the funds if the funds
Board reviews and approves the use of those policies and procedures. Accordingly, LMPFA does not expect to have proxy-voting
responsibility for any of the funds.
Should LMPFA become responsible for voting proxies for any reason, such as the inability of a sub-adviser to provide investment
advisory services, LMPFA shall utilize the proxy voting guidelines established by the most recent sub-adviser to vote proxies until a
new sub-adviser is retained and the use of its proxy voting policies and procedures is authorized by the Board. In the case of a material
conflict between the interests of LMPFA (or its affiliates if such conflict is known to persons responsible for voting at LMPFA) and any
fund, the Board of Directors of LMPFA shall consider how to address the conflict and/or how to vote the proxies. LMPFA shall
maintain records of all proxy votes in accordance with applicable securities laws and regulations.
LMPFA shall be responsible for gathering relevant documents and records related to proxy voting from each sub-adviser and
providing them to the funds as required for the funds to comply with applicable rules under the Investment Company Act of 1940.
LMPFA shall also be responsible for coordinating the provision of information to the Board with regard to the proxy voting policies and
procedures of each sub-adviser, including the actual proxy voting policies and procedures of each sub-adviser, changes to such policies
and procedures, and reports on the administration of such policies and procedures.
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APPENDIX B
PERMAL ASSET MANAGEMENT LLC
PROXY VOTING POLICIES AND PROCEDURES
Proxy Voting Guidelines and Procedures
Permal Asset Management Inc. (Permal) has adopted and implemented policies and procedures that we believe are reasonably
designed to ensure that proxies are voted in the best interest of clients, in accordance with our fiduciary duties and SEC Rule 206(4)-6
under the Investment Advisers Act of 1940 (Advisers Act). Our authority to vote the proxies of our clients is established through
investment management agreements or comparable documents, and our proxy voting guidelines have been tailored to reflect these
specific contractual obligations. In addition to SEC requirements governing advisers, our proxy voting policies reflect the long-standing
fiduciary standards and responsibilities for ERISA accounts. Unless a manager of ERISA assets has been expressly precluded from
voting proxies, the Department of Labor has determined that the responsibility for these votes lies with the Investment Manager.
In exercising its voting authority, Permal will not consult or enter into agreements with officers, directors or employees of Legg
Mason Inc. or any of its affiliates regarding the voting of any securities owned by its clients.
I.

Policy

Permal has adopted and implemented policies and procedures that it believes are reasonably designed to determine that proxies are
voted in the best interests of clients. While the proxy policy serves as a guideline, there may be instances in which clients shares may
not be voted in strict adherence to these guidelines.
PAMI and PCMs Proxy Voting Policies are included as exhibits to the Compliance Manual.
PAMI is subject to additional requirements as specified in the addendum to this Overview and Procedures Memorandum.
II.

ERISA Requirements

Advisers to ERISA plans have an obligation to take reasonable steps under the circumstances to verify that it receives the clients
proxies. The Department of Labor has also indicated that the investment adviser, having voted the proxies must properly document its
vote by keeping adequate records.
Permal must act prudently, solely in the interest of plan participants and beneficiaries, and for the exclusive purpose of providing
benefits to them when voting the proxies. Permal must consider those factors that would affect the value of the plans investments and
may not subordinate the interests of the plan participants and beneficiaries to unrelated objectives.
III. Proxy Voting Authority
In the case of discretionary clients, it will be assumed that Permal has been granted proxy voting authority unless the advisory
agreement clearly states otherwise.
IV. Voting Guidelines
The Proxy Administrator or the Proxy Administrators Assistant under the guidance of the Proxy Administrator will generally cast
proxy votes, particularly on routine proposals, in accordance with managements recommendations.
Routine proposals are those that do not change the structure, governing rules or operations of the corporation or portfolio fund to
which the proxy relates. Traditionally, these routine issues include, among others, the approval of auditors; a change in company name
and Board of Director elections.
The Proxy Administrator will determine how votes should be cast for issues that do not fall into a routine category, e.g., changes of
redemption terms, by applying the general principals of this policy and by consulting with the Investment Managers of the clients
holding the securities for which the proxies are to be voted, as necessary.
As of March 2012, these policies are only applicable to PAMI and PCM as Permal UK and Permal Dubai donot have any US
domiciled clients and no other Permal entity is registered with the SEC.
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V.

Voting Procedures

The Proxy Administrator or the Proxy Administrators assistant is generally responsible for voting proxies on time and for
properly transmitting the executed proxy card to the issuer or appropriate proxy agent acting on the issuers behalf. At times proxies
may be voted by other members of Permals Investment Team.
The Proxy Administrator will not vote proxies if Permal concludes that the effect on shareholders economic interests or the value
of the portfolio holding is indeterminable or insignificant, or the cost of voting the proxy exceeds the expected benefits to the clients or
Permal anticipates selling the security in the near future. This will be determined in consultation with the Investment Managers.
Permal does not notify clients when it receives proxies for securities held in their accounts. However, clients have the right to
submit their proxy voting preferences on any issue that is subject to a shareholder vote to the Proxy Administrator either at the time they
enter into an advisory relationship with Permal or as the need arises. The Legal and Compliance Department will maintain
documentation of these requests.
VI. Adviser Activism
In instances where Permal intends to take a public position in a proxy contest, Permal must comply with all applicable reporting
policies adopted by Legg Mason regarding such activity. The Proxy Administrator should contact the General Counselor Director or
Global Compliance for assistance.
VII. Client Disclosure and Information
The Client Administration Department or the Local Compliance Officer, as applicable, will provide the Proxy Voting Statement to
new clients.
Clients will be directed to submit requests for the proxy voting records to the Legal and Compliance Department. The Legal and
Compliance Department will maintain documentation of these requests and will prepare a report for the client detailing the subject
matter of each vote, the date of the vote and whether the matter was approved or rejected.
VIII.New Accounts\Holdings
The Client Administration Department will notify the custodians of clients accounts to send proxy statements to the attention of
the Proxy Administrator. Custodians of accounts managed by third party portfolio managers will be requested to send the proxy
statements directly to these portfolio managers.
IX. Conflicts of Interest
The Proxy Administrator will promptly report to the Legal and Compliance Department any attempts by others to influence
Permals voting of client proxies in a manner that appears to be inconsistent with the best interests of the clients.
The Proxy Administrator will monitor corporate actions so as to ascertain whether a potential material conflict of interest exists
prior to voting client proxies.
The Local Compliance Officer will inform the Proxy Administrator of any instances where an Investment Manager has informed
him/her that a potential material conflict of interest exists.
The Proxy Administrator will notify the Legal and Compliance Department of any potential material conflict of interest.
In the event that a material conflict of interest does exist, the General Counsel will determine any necessary disclosures relating to
the conflict of interest that need to be made to the client. Client consent to the vote must be obtained prior to voting the proxy.
Occasionally, Permal may invest a direct client account or a Permal sponsored fund (Permal Fund) into a Permal Fund. In the
event the Permal Fund issues a proxy relating to a non-routine matter, the Director of Client Administration will obtain consent to the
vote from the client (in the case of a direct client account) or an independent board member (in the case of a Permal Fund).
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In addition to reporting all potential material conflicts of interest, the Proxy Administrator will report to the Legal and Compliance
Group any additional compliance related issues that arise in connection with the performance of his/her proxy-voting obligations.
X.

Books and Records

The following books and records related to proxy voting activities will be maintained in an easily accessible place for a period of
five years, the first two in an appropriate office:


proxy statements received regarding client securities;



record of each vote cast;



a copy of any documentation created that was material to making a decision on how to vote proxies on behalf of a client or
that memorializes the basis for that decision; and



each written client request for proxy voting records and the written response to any client request for such records.

The Legal and Compliance Department will maintain a copy of the Proxy Voting Policies and Procedures and Proxy Voting
Statements sent to clients.
Proxy Voting PAMI Addendum
I.

Overview
These policies supplement the Proxy Voting Overview and Procedures Memorandum included in the Group Compliance Manual.

II.

Managed Accounts

The Proxy Administrator will not monitor or vote proxies held in accounts managed by third party portfolio managers (Portfolio
Managers).
The Legal Department will verify that clients Investment Management Agreements with Portfolio Managers require that the
Portfolio Managers vote all proxies for securities held in the account.
III. Voting Procedures For US Registered Investment Companies Proxies Issued by US Registered Investment Companies
To avoid certain potential conflicts of interest, PAMI will employ echo voting, where required, when a US registered investment
company it manages or advises invests in an underlying fund which is also a US registered investment company and such investment
was made in reliance on Section 12(d)(1) of the Investment Company Act of 1940, as amended, or pursuant to an SEC exemptive order.
Echo voting means that PAMI will vote the shares in the same proportion as the vote of all of the other holders of the underlying US
registered investment companys shares.
PAMI may opt to vote these proxies in accordance with its general voting procedures where it deems appropriate and in
compliance with applicable law and/or regulatory requirements.
ProxiesIssued by Exchange Traded Funds
PAMI will echo vote proxies issued by an underlying portfolio which is a US exchange-traded fund to the extent required by the
procedures of the US registered investment company it manages or advises.
The procedures for the Legg Mason Permal Tactical Allocation Fund and the Permal Hedge Strategies Fund are incorporated by
reference into this policy.
Proxies Issued by Securities Received as Part of a Redemption in Kind
PAMI contemplates that there may be instances where a US registered investment company it manages or advises may temporarily
own a basket of securities other than US registered investment companies (Non-fund Securities) generally due to being redeemed in
kind from an underlying US registered investment company. It is generally PAMIs policy to seek to liquidate the Non-Fund Securities
received as soon as practicable. In such instances, PAMI does not intend to vote any proxies issued by a Non-Fund Security whose
proxy record date happens to fall during the period the Non-Fund Security is owned by the PAMI client.
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Proxy Voting PCM Addendum
I.

Overview
These policies supplement the Proxy Voting Overview and Procedures Memorandum included in the Group Compliance Manual.

II.

Conflicts of Interest

In any instance where there is a material conflict of interest relating to a proxy vote and the client is a limited partnership for which
PCM or an affiliate serve as GP, the Local Compliance Officer will obtain consent to the vote from either a member of the funds
Investment or Advisory Committees who is not affiliated with PCM or an independent third party retained by the fund.
PERMAL ASSET MANAGEMENT INC. PROXY VOTING STATEMENT
Permal Asset Management Inc. (PAMI) has adopted and implemented policies and procedures that it believes are reasonably
designed to ensure that proxies are voted in the best interest of clients and in accordance with its fiduciary duties. While PAMIs proxy
policy serves as a guideline, its fiduciary duty to clients requires PAMI to examine each resolution offered. For this reason, there may be
instances in which clients shares may not be voted in strict adherence to these guidelines.
At any time, a client may request a copy of PAMls Proxy Voting Policy and PAMIs proxy voting records for its account from the
Legal and Compliance Department and/or may submit his or her own proxy voting preference on any issue that is subject to a
shareholder vote to the Proxy Administrator. The Proxy Administrator may be reached at 212-418-6500 or proxyadmin@permal.com.
PAMIs proxy voting policies may be amended from time to time.
Voting Guidelines
As part of PAMIs investment process, it examines the management of all companies in which it is interested in investing. PAMI
generally will not hold securities of companies whose management it questions. Consequently, PAMI casts most of its proxy votes,
particularly on routine proposals, in accordance with managements recommendations. Routine proposals are those that do not change
the structure, governing rules or operations of the corporation to the detriment of the clients. Traditionally, these issues include, among
others, approval of auditors, a change in company name and Board of Director elections.
Non-routine proposals are more likely to affect the structure and operations of the corporation and therefore will have a greater
impact on a clients investment. PAMI will review each issue in this category on a case-by-case basis. Voting decisions will be made
based on the best interest of the client. Non-routine proposals include, among others, director nominations in contested elections and
changes in redemption terms.
Proposals submitted to shareholders for vote usually include issues of corporate governance and other non-routine matters. PAMI
will review each issue on a case-by-case basis in order to determine the position that best represents the best interest of its clients.
PAMI does not vote or review proxies on securities held by underlying portfolio funds or accounts managed by third party
Portfolio Managers. The managers for these funds/accounts vote proxies based on their Proxy Voting Procedures.
Voting Procedures
The Proxy Administrator will monitor the corporate actions of the issuers of securities held in clients accounts, determine if any
potential material conflicts of interest exist and ensure the proper and timely transmittal of the voted proxy.
The Proxy Administrator will determine the votes for issues that do not fall into one of the categories defined above, applying the
general principles of the Proxy Voting Policy.
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PAMI may abstain from voting a client proxy if it concludes that the effect on shareholders economic interests or the value of the
portfolio holding is indeterminable or insignificant; if PAMI anticipates selling a security in the near future; or if the cost of voting the
proxy exceeds the expected benefit.
Conflicts of Interest
In routine matters, PAMI votes proxies in accordance with established guidelines, and the opportunity for conflict generally does
not arise. In matters that PAMI examines on a case-by-case basis, or where parties may seek to influence PAMIs vote, or in any
instance where PAMI believes there may be an actual or perceived material conflict of interest, PAMI will disclose the potential material
conflict of interest to the clients and obtain their consents before voting. PAMI seeks to resolve all potential material conflicts of interest
in the best interest of clients.
March 2012
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APPENDIX CFORM OF INVESTOR CERTIFICATION
This certificate relates to Permal Hedge Strategies Fund I (the Fund) and is given by you with respect to a potential purchase of
shares of beneficial interest in the Fund (the Shares).
I understand that the Fund will generally only offer shares to an Eligible Investor. In certifying that I am an Eligible Investor,
I hereby certify that the following categories describe me at the time that I am applying to purchase Shares of the Fund:
Check all boxes that apply:


A natural person who had an individual income in excess of $200,000 in each of the two most recent years or joint income
with my spouse in excess of $300,000 in each of those years and who has a reasonable expectation of reaching the same
income level in the current year;



A natural person who has a net worth or joint net worth with my spouse (excluding the value of my primary residence) at the
time of purchase that exceeds $1,000,000 (net worth for this purpose means total assets in excess of total liabilities);



A trust with total assets in excess of $5,000,000 that was not formed for the purpose of investing in the Fund, and of which
the person responsible for directing the investment of assets in the Fund has such knowledge and experience in financial and
business matters that he or she is capable of evaluating the merits and risks of the prospective investment;



An individual or entity having an account managed by an investment adviser registered under the Investment Advisers Act of
1940, as amended (the Advisers Act) and the investment adviser is purchasing Shares in a fiduciary capacity on behalf of
the account;



A trustee or executive officer of the Fund;



An organization described in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the Code), a
corporation, a Massachusetts or similar business trust, or partnership, that was not formed for the specific purpose of
acquiring the Shares, with total assets in excess of $5,000,000;



An entity licensed, or subject to supervision, by U.S. federal or state examining authorities as a bank, or savings and loan
association, (within the meaning of Regulation D under the Securities Act of 1933, as amended (the 1933 Act)) or an
account for which a bank or savings and loan association is subscribing in a fiduciary capacity;



A broker or dealer registered with the Securities and Exchange Commission pursuant to Section 15 of the Securities
Exchange Act of 1934, as amended;



An investment company registered under the Investment Company Act of 1940, as amended (1940 Act) or a business
development company as defined in Section 2(a)(48) of the 1940 Act;



A private business development company as defined in Section 202(a)(22) of the Advisers Act;



An insurance company as defined in Section 2(13) of the 1933 Act;



A Small Business Investment Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of
the Small Business Investment Act of 1958, as amended;



A plan established and maintained by a state, its political subdivisions, or any agency or instrumentality of a state or its
political subdivisions, for the benefit of its employees, that has total assets in excess of $5,000,000;



An employee benefit plan within the meaning of the Employee Retirement Income Security Act of 1974, as amended
(ERISA), if the investment decision is made by a plan fiduciary, as defined in section 3(21) of ERISA, which is either a
bank, savings and loan association, insurance company, or
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registered investment adviser, or if the employee benefit plan has total assets in excess of $5,000,000 or, if a self-directed
plan, the investment decisions are made solely by persons that meet one of the other criteria listed here; or


An entity in which all of the equity owners are accredited investors under the 1933 Act.

In addition, I hereby certify that I am NOT (A) a non-resident alien or (B) a foreign corporation, foreign partnership, foreign trust
or foreign estate (as those terms are defined in the Code) for purposes of U.S. Federal income taxation. I agree to notify the Fund within
60 days of the date that I become a foreign person or entity. I further certify that my name, U.S. tax identification number, home address
(in the case of an individual) or business address (in the case of an entity), as they appear in your records, are true and correct. I
understand that these certifications, which are made under penalty of perjury, may be disclosed to the Internal Revenue Service by the
Fund and that any false statement contained in this paragraph could be punished by fine and/or imprisonment.
If I am executing this Certificate on behalf of (i) an employee benefit plan within the meaning of Section 3(3) of ERISA or (ii) a
plan that is described in, and subject to the prohibited transaction rules under, Section 4975 of the Code (each of the foregoing described
in clauses (i) and (ii) being referred to as a Plan), I represent and warrant that the fiduciary (within the meaning of Section 3(21) of
ERISA and the regulations thereunder, or as defined under other applicable law) of such Plan has considered the following with respect
to the Plans investment in the Fund and has determined that, in review of such considerations, (a) the investment in the Fund is prudent
for the Plan (taking into account any applicable liquidity and diversification requirements of ERISA); (b) the investment in the Fund is
permitted under ERISA, the Code, other applicable law and the Plans governing plan documents; (c) neither LMPFA, the Sub-Adviser
nor any of their affiliates has acted as a fiduciary under ERISA or other applicable law with respect to such purchase; (d) no advice
provided by LMPFA, the Sub-Adviser or any of their affiliates has formed a primary basis for any investment decision by such Plan
interest holder in connection with such purchase; and (e) the purchase, holding and disposition of the interest in the Fund will not result
in a prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or any materially similar provisions of other law
for which an exemption is not available. I understand that the Fund may repurchase the investment at certain times and under certain
conditions set forth in the Prospectus.
*****
I understand that the Fund and its affiliates are relying on the certification and agreements made herein and in the Funds Anti
Money Laundering Supplement in determining my qualification and suitability as a shareholder in the Fund. I understand that an
investment in the Fund is not appropriate for, and may not be acquired by, any person who cannot make this certification, and agree to
indemnify Legg Mason Partners Fund Advisor, LLC and its affiliates (collectively Legg Mason) and hold such persons harmless from
any liability that the Fund and they may incur as a result of this certification being untrue in any respect.
I understand that it may be a violation of state and federal law for me to provide this certification if I know that it is not
true. I have read the Prospectus of the Fund, including the shareholder qualification and shareholder suitability provisions and
the disclosure regarding potential conflicts of interest contained therein, and by purchasing Shares, I acknowledge and assent to
the existence of such potential conflicts and the Funds operation in the face thereof. I understand that an investment in the
Fund involves a considerable amount of risk and that some or all of the investment may be lost. I understand that an investment
in the Fund is suitable only for shareholders who can bear the risks associated with the limited liquidity of the investment and
should be viewed as a long-term investment.
Signature:
Name:
Date:
C-2

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

APPENDIX DHISTORICAL PERFORMANCE OF A PERMAL COMPOSITE
Permal Hedge Strategies Fund I (the Fund) commenced operations on February 1, 2012. Performance information for the Fund
is included elsewhere in the Prospectus and in annual and semi-annual reports to shareholders.
This Appendix provides additional information about the past performance of two investment funds managed by the Sub-Adviser
each having a substantially similar investment objective, policies and strategies to those of the Fund. The performances of these two
funds have been blended to create a Permal Composite, which is a Global Investment Performance Standards (GIPS) compliant
asset weighted composite. However, there are no limitations with respect to the allocation of the Funds assets among these investment
strategies. The Permal Composite also invests in many of the same Portfolio Funds that the Fund is anticipated to invest in.
The past performance of the Permal Composite has been calculated net of fees and expenses. The past performance does not
reflect the total operating fees and expenses applicable to the Fund. The total operating fees and expenses of the Permal Composite may
be lower or higher than the total operating expenses of the Fund, and the performance shown for the Permal Composite may have been
lower had the total operating expenses of the Fund been used to compute the performance.
The Permal Composites performance is no guarantee of future results of the Fund. The information in this Appendix does not
represent the performance of the Fund or any predecessors. Please note the following cautionary guidelines in reviewing this
Appendix:


Performance figures are not the performance of the Fund or the Portfolio Funds. The performance shown for the Permal
Composite is not an indication of how the Fund would have performed in the past or will perform in the future. The Permal
Composites performance in the future will be different from the Fund due to factors such as cash flows in and out of the
Fund and the Portfolio Funds, different fees, expenses, performance calculation methods and portfolio sizes and composition.



Although the Funds holdings may be similar to the holdings of the Permal Composite, the Fund may change the percentage
of its assets allocated to any Portfolio Fund.



The Fund is not required to allocate a certain percentage of its assets to each of the categories of Portfolio Funds discussed in
the Prospectus, it is unlikely that its assets will be allocated equally to each such category and the Fund may invest in
Portfolio Funds that use other types of strategies.

The Fund is registered under the 1940 Act. As a result, the Fund is subject to certain investment limitations imposed by the 1940
Act that are not applicable to the Permal Composite. Due to these investment limitations, the policies of the Fund do not match exactly
those of the Permal Composite. The performance results of the Permal Composite may have been adversely affected if the Permal
Composite had been registered as an investment company under the 1940 Act and had been subject to the limitations applicable to the
Fund.
Performance information is presented below for the Permal Composite. The information provided shows performance of the
Permal Composite over time (along with broad-based securities market indexes for reference). All figures assume dividend
reinvestment.
The expenses of the Fund, including any sales load and any shareholder services and distribution fees, may be higher or lower than
the expenses for the Permal Composite. In the event that the expenses of the Fund are higher than those of the Permal Composite, the
performance of the Permal Composite would be lower if adjusted to reflect such higher expenses of the Fund. Performance figures of
the J.P. Morgan Global Government Bond Index and the HFRX Global Hedge Fund Index do not reflect any sales charges or fund
expenses and would be lower if they did. As stated above, past performance does not indicate future results. The period covered by the
prior performance information is limited, and may not reflect performance in different economic cycles. The information below shows
rates of returns for the periods indicated, but does not reflect the volatility that occurred within a given period.
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It is important to note that the performance results presented below do not represent the performance of the Fund and are no
indication of how the Fund has performed in the past or will perform in the future. This information is intended as related or
supplemental information only.
The table below shows the annualized performance of the Permal Composite over a one-year, three-year, five-year, and ten-year
period, and since inception (along with the performance of the J.P. Morgan Global Government Bond Index, a broad-based securities
market index, and of the HFRX Global Hedge Fund Index, a hedge fund performance index, for reference). The performance of the
Permal Composite does not reflect the same fees paid by the Fund. The total fees and expenses of the Permal Composite may be
lower or higher than the total fees and expenses of the Fund. If higher fees and expenses were reflected in the Permal
Composites performance set forth below, performance would be lower. Actual fees may vary depending on, among other things,
the applicable fee schedule and portfolio size. The performance for the applicable index does not reflect fees or taxes.
Average
Account

Permal Composite
J.P. Morgan Global
Government Bond Index
HFRX Global Hedge Fund
Index
(1)
(2)
(3)

One

Three

Five

Ten

Since

Monthly

Year(1)

Year(1)

Year(1)

Year(1)

Inception

Return(3)

Standard
Beta(3)

Deviation(3)

10.7 %

4.3 %

4.8 %

6.9 %

6.3% (2)

0.4

%

-1.0

7.2

%

4.9 %

4.8 %

5.0 %

4.0 %

5.0% (2)

0.4

%

1.0

3.2

%

4.0 %

0.2 %

-1.8 %

1.7 %

N/A

-0.1

%

N/A

7.1

%

Information is through April 30, 2013.
Inception Date was December 31, 1996.
For the five year period ended April 30, 2013.

The J.P. Morgan Global Government Bond Index is a benchmark measuring performance and quantifying risk across international
fixed income bond markets. The index measures the total, principal, and interest returns in 13 international bond markets, including the
following countries: Australia, Belgium, Canada, Denmark, France, Germany, Italy, Japan, Netherlands, Spain, Sweden, the United
Kingdom and the United States. The index includes regularly traded, fixed-rate, domestic government bonds available to international
investors. It is not possible for an investor to invest directly in the index.
The HFRX Global Hedge Fund Index is designed to be representative of the overall composition of the hedge fund universe. It is
comprised of all eligible hedge fund strategies; including but not limited to convertible arbitrage, distressed securities, equity hedge,
equity market neutral, event-driven, macro, merger arbitrage, and relative value arbitrage. The strategies are asset weighted based on the
distribution of assets in the hedge fund industry. It is not possible for an investor to invest directly in the index.
Standard deviation indicates the percentage by which the Permal Composites performance has varied from its average
performance in any given year for the five year period ended April 30, 2013. Generally, the higher the standard deviation, the greater
range of performance, indicating greater volatility. The standard deviation figures are provided for informational purposes only to
illustrate the volatility of the Permal Composite. Beta measures the volatility of a security relative to a benchmark. For example, the
S&P 500 Index has a beta of 1. Any security with a higher beta is more volatile than the market, and any security with a lower beta rises
or falls more slowly than the market.
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The table below provides an indication of the risks of investing in the Permal Composite by showing changes in the performance
of the Permal Composite from year to year beginning in 2003 compared with those of the J.P. Morgan Global Government Bond Index
and the HFRX Global Hedge Fund Index. Annual returns assume reinvestment of all distributions, if any. Historical performance of the
Permal Composite does not necessarily indicate what will happen in the future and is being provided for illustrative and informational
purposes only. The inception date for the Permal Composite was prior to 2003. Information regarding since inception returns has been
provided above.
Account

Permal Composite
J.P. Morgan Global Government Bond
Index
HFRX Global Hedge Fund Index
(1)

2013(1)

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

5.6 %

9.0%

-5.3%

10 %

27 %

-18%

8 %

10 %

8 %

9 %

18 %

1.8 %
3.8 %

4.1%
3.5%

6.3 %
-8.9%

4 %
5 %

1 %
13 %

9 %
-23%

4 %
4 %

1 %
9 %

4 %
3 %

5 %
3 %

2 %
13 %

Information is through April 30, 2013

It is important to note that the performance results presented above do not represent the performance of the Fund and are no
indication of how the Fund has performed in the past or will perform in the future. This information is intended as related or
supplemental information only.
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PART C
OTHER INFORMATION
Item 25. Financial Statements and Exhibits
(1)

(2)

Financial Statements:
Part A

None

Part B

Financial Statements

Exhibits
(a) (1)

Certificate of Trust dated November 8, 2011(1)

(a) (2)

Certificate of Amendment to the Certificate of Trust dated May 31, 2013(7)

(a) (3)

Declaration of Trust, dated November 8, 2011(6)

(b)

By-laws(2)

(c)

Not applicable

(d) (1)

Exhibit (a) is incorporated herein by reference

(d) (2)

Form of Subscription Agreement(7)

(d) (3)

Form of Subscription Agreement for Service Shares

(e)

Form of Dividend Reinvestment Plan(3)

(f)

Not applicable

(g) (1)

Form of Management Agreement(2)

(g) (2)

Form of Sub-Advisory Agreement with the Sub-Advisor(2)

(h) (1)

Form of Service Shares Distribution Agreement(5)

(h) (2)

Form of Dealer Agreement(2)

(h) (3)

Form of Institutional Shares Distribution Agreement(6)

(i)

Not applicable

(j) (1)

Form of Custody Agreement(2)

(j) (2)

Form of Foreign Custody Manager Agreement(2)

(k) (1)

Form of Services Agreement(2)

(k) (2)

Form of Shareholder Services and Distribution Plan(2)

(k) (3)

Expense Limitation Arrangements(2)

(k) (4)

Form of Rule 18f-3 Plan(6)

(l) (1)

Opinion and Consent of Simpson Thacher & Bartlett LLP(7)

(l) (2)

Opinion and Consent of Venable LLP(7)

(m)

Not applicable

(n)

Consent of Independent Registered Public Accounting Firm(7)

(o)

Not applicable
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(p)

Subscription Agreement(2)

(q)

Not applicable

(r) (1)

Code of Ethics of the Fund and LMPFA(2)
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(1)
(2)
(3)
(4)
(5)
(6)
(7)

(r) (2)

Code of Ethics of Permal Asset Management LLC(7)

(s)

Powers of Attorney(7)

Filed on November 14, 2011 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628)
and incorporated by reference herein.
Filed on January 4, 2012 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628) and
incorporated by reference herein.
Filed on January 23, 2012 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628) and
incorporated by reference herein.
Filed on July 27, 2012 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628) and
incorporated by reference herein.
Filed on October 15, 2012 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628) and
incorporated by reference herein.
Filed on November 26, 2012 with the Registrants Registration Statement on Form N-2 (File Nos. 333-177961 and 811-22628)
and incorporated by reference herein.
Filed Herewith.

Item 26. Marketing Arrangements
Not applicable.
Item 27. Other Expenses of Issuance and Distribution
The following table sets forth the estimated expenses to be incurred in connection with the offering described in the registration
statement:

(1)

SEC Registration Fees
Accounting fees and expenses
Financial Industry Regulatory Authority Fees
Legal fees and expenses
Printing and offering expenses
Blue Sky Fees

$57,414
6,000
51,100
225,000
25,000
25,000

Total(1)

$389,514

The offering expenses set forth above were incurred in connection with the Funds initial offering.

Item 28. Persons Controlled by or Under Common Control
None.
Item 29. Number of Holders of Securities
Set forth below is the number of record holders as of March 31, 2013, of each class of securities of the Registrant:
Number of
Title of Class

Record Holders

Service Shares
Institutional Shares

1
5

Item 30. Indemnification
Section 9.2 of the Funds Declaration of Trust, filed as exhibit (a)(2) to the Funds Registration Statement, provides that:
No person who is or has been a Trustee, officer, or employee of the Fund shall be subject to any personal liability whatsoever to
any person, other than the Fund or its shareholders, in connection with the affairs of the
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Fund; and all persons shall look solely to the trust property for satisfaction of claims of any nature arising in connection with the affairs
of the Fund.
Subject to applicable federal law, no person who is or has been a Trustee or officer of the Fund shall be liable to the Fund or to any
shareholder for money damages except (i) to the extent that it is proved that the person actually received an improper benefit or profit in
money, property, or services or (ii) to the extent that a judgment or other final adjudication adverse to the person is entered in a
proceeding based on a finding in the proceeding that the persons action, or failure to act, was the result of active and deliberate
dishonesty and was material to the cause of action adjudicated in the proceeding.
Without limiting the foregoing limitations of liability contained herein, a Trustee shall not be responsible for or liable in any event
for any neglect or wrongdoing of any officer, employee, investment adviser, sub-adviser, principal underwriter, custodian, transfer agent
or other agent or independent contractor of the Fund, nor shall any Trustee be responsible or liable for the act or omission of any other
Trustee (or for the failure to compel in any way any former or acting Trustee to redress any breach of trust).
Every note, bond, contract, instrument, certificate, share or undertaking and every other act or thing whatsoever executed or done
by or on behalf of the Fund or the Trustees or any of them in connection with the Fund shall be conclusively deemed to have been
executed or done only in or with respect to his or their capacity as a Trustee or Trustees and neither such Trustee or Trustees shall be
personally liable thereon.
All persons extending credit to, contracting with or having any claim against the Fund shall look only to the assets of the trust
property for payment under such credit, contract or claim; and neither the Trustees, nor any of the Funds officers, employees, agents or
independent contractors, whether past, present or future, shall be personally liable therefor.
Section 6 of the Broker Class Distribution Agreement, filed as exhibit (h)(1) to the Registrants registration statement, provides
that:
The Fund agrees to indemnify, defend, and hold free and harmless, the Distributor, its officers and directors and any person who
controls the Distributor within the meaning of Section 15 of the 1933 Act from and against any and all claims, demands, liabilities and
expenses (including the cost of investigating or defending such claims, demands or liabilities and any counsel fees incurred in
connection therewith) which the Distributor, its officers, directors or any such controlling person may incur under common law or
otherwise, arising out of or based upon any untrue statement of a material fact contained in the Registration Statement or Prospectus or
arising out of or based upon any alleged omission to state a material fact required to be stated in either thereof or necessary to make the
statements in either thereof not misleading, except insofar as such claims, demands, liabilities or expenses arise out of or are based upon
any such untrue statement or omission or alleged untrue statement or omission made in reliance upon and in conformity with
information furnished in writing by the Distributor to the Fund for use in the Registration Statement or Prospectus; provided, however,
that this indemnity agreement, to the extent that it might require indemnity of any person who is also an officer or Trustee of the Fund or
who controls the Fund within the meaning of Section 15 of the 1933 Act, shall not inure to the benefit of such officer, Trustee or
controlling person unless a court of competent jurisdiction shall determine, or it shall have been determined by controlling precedent,
that such result would not be against public policy; and further provided, that in no event shall anything contained herein be so
construed as to protect the Distributor against any liability to the Fund or to its security holders to which the Distributor would
otherwise be subject by reason of willful misfeasance, bad faith, or gross negligence in the performance of its duties, or by reason of its
reckless disregard of its obligations under this Agreement. The Funds agreement to indemnify the Distributor, its officers and directors
and any such controlling person as aforesaid is expressly conditioned upon the Funds being promptly notified of any action brought
against the Distributor, its officers or directors, or any such controlling person, such notification to be given to the Fund at its principal
business office. The Fund agrees promptly to notify the Distributor of the commencement of any litigation or proceedings against it or
any of its officers or Trustees in connection with the issue and sale of any Shares.
Section 6 of the Advisor Class Distribution Agreement, filed as exhibit (h)(3) to the Registrants registration statement, provides
that:
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The Fund agrees to indemnify, defend, and hold free and harmless, the Distributor, its officers and directors and any person who
controls the Distributor within the meaning of Section 15 of the 1933 Act from and against any and all claims, demands, liabilities and
expenses (including the cost of investigating or defending such claims, demands or liabilities and any counsel fees incurred in
connection therewith) which the Distributor, its officers, directors or any such controlling person may incur under common law or
otherwise, arising out of or based upon any untrue statement of a material fact contained in the Registration Statement or Prospectus or
arising out of or based upon any alleged omission to state a material fact required to be stated in either thereof or necessary to make the
statements in either thereof not misleading, except insofar as such claims, demands, liabilities or expenses arise out of or are based upon
any such untrue statement or omission or alleged untrue statement or omission made in reliance upon and in conformity with
information furnished in writing by the Distributor to the Fund for use in the Registration Statement or Prospectus; provided, however,
that this indemnity agreement, to the extent that it might require indemnity of any person who is also an officer or Trustee of the Fund or
who controls the Fund within the meaning of Section 15 of the 1933 Act, shall not inure to the benefit of such officer, Trustee or
controlling person unless a court of competent jurisdiction shall determine, or it shall have been determined by controlling precedent,
that such result would not be against public policy; and further provided, that in no event shall anything contained herein be so
construed as to protect the Distributor against any liability to the Fund or to its security holders to which the Distributor would
otherwise be subject by reason of willful misfeasance, bad faith, or gross negligence in the performance of its duties, or by reason of its
reckless disregard of its obligations under this Agreement. The Funds agreement to indemnify the Distributor, its officers and directors
and any such controlling person as aforesaid is expressly conditioned upon the Funds being promptly notified of any action brought
against the Distributor, its officers or directors, or any such controlling person, such notification to be given to the Fund at its principal
business office. The Fund agrees promptly to notify the Distributor of the commencement of any litigation or proceedings against it or
any of its officers or Trustees in connection with the issue and sale of any Shares.
Section 9 of the Form of Dealer Agreement, filed as exhibit (h)(2) to the Registrants Registration Statement, provides that LMIS
will indemnify Dealers, as follows:
The Distributor agrees to indemnify Dealer and hold Dealer harmless from and against any and all liabilities and losses resulting
directly from (i) any misstatement of a material fact in the Prospectus of the Fund or the omission of any material fact required to be
stated in the Prospectus of the Fund or necessary to make the statements in the Prospectus not misleading; or (ii) the Distributors
failure to comply with the terms and conditions of this Agreement.
Item 31. Business and Other Connections of Adviser
Information as to the directors and officers of Legg Mason Partners Fund Advisor, LLC, the Registrants investment adviser
(LMPFA), together with information as to any other business, profession, vocation or employment of a substantial nature engaged in
by the directors and officers of LMPFA in the last two years, is included in its application for registration as an investment adviser on
Form ADV (File No. 801-66785) filed under the Investment Advisers Act of 1940 and is incorporated herein by reference thereto.
Information as to the directors and officers of Permal Asset Management LLC (the Sub-Adviser), together with information as
to any other business, profession, vocation or employment of a substantial nature engaged in by the directors and officers of the SubAdviser in the last two years, is included in its application for registration as an investment adviser on Form ADV (File No. 801-61864)
filed under the Investment Advisers Act of 1940 and is incorporated herein by reference thereto.
Item 32. Location of Accounts and Records
All accounts, books, and other documents required to be maintained by Section 31(a) of the Investment Company Act of 1940 and
the rules promulgated thereunder are maintained at the offices of (1) the Registrant, and (2) the Registrants Sub-Adviser. The address
of each is as follows:
1. 620 Eighth Avenue, New York, New York 10018
2. 900 Third Avenue, New York, New York 10022
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Item 33. Management Services
Not applicable.
Item 34. Undertakings
(1) Registrant undertakes to suspend the offering of shares until the prospectus is amended, if subsequent to the effective date of
this registration statement, its net asset value declines more than ten percent from its net asset value as of the effective date of the
registration statement or its net asset value increases to an amount greater than its net proceeds as stated in the prospectus.
(2) Not applicable.
(3) Not applicable.
(4) The Registrant hereby undertakes:
(a) to file, during any period in which offers or sales are being made, a post-effective amendment to the registration statement:
(1) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;
(2) to reflect in the prospectus any facts or events after the effective date of the registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information
set forth in the registration statement; and
(3) to include any material information with respect to the plan of distribution not previously disclosed in the registration
statement or any material change to such information in the registration statement;
(b) that, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall
be deemed to be a new registration statement relating to the securities offered therein, and the offering of those securities at that
time shall be deemed to be the initial bona fide offering thereof; and
(c) to remove from registration by means of a post-effective amendment any of the securities being registered which remain
unsold at the termination of the offering.
(5) Registrant undertakes that, for the purpose of determining any liability under the Securities Act, the information omitted from
the form of prospectus filed as part of the Registration Statement in reliance upon Rule 430A and contained in the form of prospectus
filed by the Registrant pursuant Rule 497(h) shall be deemed to be a part of the Registration Statement as of the time it was declared
effective.
Registrant undertakes that, for the purpose of determining any liability under the Securities Act, each post-effective amendment
that contains a form of prospectus will be deemed to be a new registration statement relating to the securities offered therein, and the
offering of the securities at that time shall be deemed to be the initial bona fide offering thereof.
(6) Registrant undertakes to send by first class mail or other means designed to ensure equally prompt delivery within two business
days of receipt of a written or oral request, any Statement of Additional Information.
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SIGNATURES
Pursuant to requirements of the Securities Act of 1933, as amended (the 1933 Act) and the Investment Company Act of 1940,
the Registrant has duly caused this amendment to the Registration Statement to be signed on its behalf by the undersigned, thereunto
duly authorized in the City of New York and the State of New York on the 10th day of June, 2013.
PERMAL HEDGE STRATEGIES FUND I
By: /s/

Kenneth D. Fuller

Name: Kenneth D. Fuller
Title: Chairman, Chief Executive Officer and
President
Pursuant to the requirements of the 1933 Act, this amendment to the Registration Statement has been signed by the following
persons in the capacities and on the dates indicated.
Signature

/s/

Kenneth D. Fuller
Kenneth D. Fuller

/s/

Richard Sennett
Richard Sennett

/s/

Carol L. Colman*

Title

Date

Chairman, Chief Executive Officer, President
and Director (Principal Executive Officer)

June 10, 2013

Principal Financial Officer (Principal
Financial and Accounting Officer)

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Trustee

June 10, 2013

Carol L. Colman
/s/

Daniel P. Cronin*
Daniel P. Cronin

/s/

Paolo M. Cucchi*
Paolo M. Cucchi

/s/

Leslie H. Gelb*
Leslie H. Gelb

/s/

William R. Hutchinson*
William R. Hutchinson
/s/

Eileen Kamerick*
Eileen Kamerick

/s/

Dr. Riordan Roett*
Dr. Riordan Roett

/s/

Jeswald W. Salacuse*
Jeswald W. Salacuse

*By: /s/ Richard Sennett
Richard Sennett
As Agent or Attorney-in-fact
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June 10, 2013
The original powers of attorney authorizing Richard Sennett and Robert I. Frenkel to execute the Registration Statement, and any
amendments thereto, for the Trustees of the Registrant on whose behalf this Registration Statement is filed has been executed and is
filed as Exhibit (s).
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Schedule of Exhibits to Form N-2
Exhibit No.

Exhibit

(a)(2)

Certificate of Amendment to the Certificate of Trust

(d)(2)

Form of Subscription Agreement for Institutional Shares

(d)(3)

Form of Subscription Agreement for Service Shares

(l)(1)

Opinion and Consent of Simpson Thacher & Bartlett LLP

(l)(2)

Opinion and Consent of Venable LLP

(n)

Consent of Independent Registered Public Accounting Firm

(r)(2)

Code of Ethics of Permal Asset Management LLC

(s)

Power of Attorney
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Exhibit (a)(2)
PERMAL HEDGE STRATEGIES FUND
CERTIFICATE OF AMENDMENT
THIS IS TO CERTIFY THAT:
The Certificate of Trust (the Certificate) of Permal Hedge Strategies Fund, a Maryland statutory trust (the Trust), is
hereby amended by deleting Article Second of the Certificate in its entirety and substituting the following in lieu thereof:
SECOND: The name of the statutory trust (the Trust) is:
Permal Hedge Strategies Fund I
The undersigned officer of the Trust certifies that he has been authorized by a majority of the Trustees of the Trust to sign
this Certificate of Amendment on behalf of the Trust, and further acknowledges under penalties for perjury that, to the best of his
knowledge and belief, the facts stated herein are true.
IN WITNESS WHEREOF, the undersigned officer of the Trust has signed this Certificate of Amendment as of this
May, 2013.
PERMAL HEDGE STRATEGIES FUND
[GRAPHIC APPEARS HERE]
R. Jay Gerken
President
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day of

Exhibit (d)(2)

This material must be preceded or accompanied by a prospectus. Investors should consider the Funds investment objectives,
risks, charges and expenses carefully before investing. The prospectus contains this and other information about the Fund,
including information regarding purchases of shares of the Fund and repurchases of shares by the Fund. Please read the
prospectus carefully before investing.
For IRAs and Self-Directed Pension Plans, please note that the Custodians name, address and Tax Identification Number must also be
included below in the specific areas provided, and the Custodian must also sign this Application. For assistance in completing this
Application, please call Legg Mason Transactional Shareholder Services at (203) 703 - 6002, Monday through Friday, 8:00 am 5:30 pm.
1 INVESTOR INFORMATION

Legal Name

First

Middle

Additional Purchaser (Joint Tenant) First

Last

Middle

Last

Legal Domicile/Country of Residence

Street Address

City

State

Zip Code

Telephone Number

Fax Number

Email Address

Taxpayer Identification Number/Social Security Number

Formation Date/Birth Date

Joint Tenant Taxpayer Identification Number/Social Security Number

Formation Date/Birth Date
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Nature of Business

Tax Year-End of Investor

Purchaser type:
¨ Bank

¨ Foundation

¨ Non-Profit Organization

¨ IRA

¨ Charitable Trust

¨ Government Entity

¨ Public Pension Plan

¨ Joint Tenant

¨ Corporation

¨ Insurance Company

¨ Taft Hartley/Labor Union

¨ Joint Tenant in Common

¨ Defined Benefit Plan

¨ Limited Liability Company

¨ Trust

¨ Joint Tenant With Rights
of Survivorship

¨ Endowment

¨ Limited Partnership

¨ Individual

¨ Other:
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2 INFORMATION FOR AUTHORIZED DISTRIBUTION OF STATEMENTS TO A THIRD PARTY

Name of Third Party

Street Address

City

State

Zip Code

Telephone Number

Fax Number

Email Address

3 SUBSCRIPTION INFORMATION
A minimum initial investment is required for the Fund.
Institutional Shares ($250,000 minimum initial investment) NASDAQ Symbol LPHSX $
Institutional Shares are also available for retirement plans with omnibus accounts held on the books of the Fund and certain roll-over
IRAs, Clients of Eligible Financial Intermediaries and other investors authorized by LMIS. These investors are not subject to the
$250,000 initial investment. Financial Intermediaries may impose separate investment minimums.
4 COST BASIS SELECTION
Please review the list of available options and select your preferred reporting method.
In general, you may change your cost basis method at any time. Please note, however, that if the Average Cost method is being used,
you will only be permitted to revoke this method retroactively up to the point in time when the first covered shares subject to Average
Cost are repurchased. Under the IRS regulations, any revocation of Average Cost after that time may only be applied prospectively for
covered shares acquired in the future.
For IRS reporting purposes, whatever method is used will only be applied to covered shares in your account. For any uncovered shares
in your account, the Fund will continue to provide adjusted cost basis information to you on a voluntary basis using the Average Cost
method, but this information will not be reported to the IRS.


First In First Out (FIFO) This method enables you to sell oldest shares first.



Last In First Out (LIFO) This method enables you to sell newest shares first.



Highest In First Out (HIFO) This method enables you to sell shares purchased at the highest cost first.



Lowest In First Out (LOFO) This method enables you to sell shares purchased at the lowest cost first.



Specific Lot Identification (SLID) This method enables you to specify exactly which shares you are selling at the time of sale.

Please check box below. If you do not select an option, the Funds default method of Average Cost will be selected as your cost basis
reporting method.
Please check box below. If you do not select an option, the Funds default method of Average Cost will be selected as your cost
basis reporting method.
¨ ACST

Average Cost

¨ LIFO

Last in First Out

¨ LOFO

Low Cost First Out

¨ FIFO

First in First Out

¨ HIFO

High Cost First Out

¨ SLID

Specific Lot Identification*
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* If the option selected above is Specific Lot Identification (SLID), and you do not indicate the acquisition date and the specific shares
to be repurchased or have insufficient funds in the lot specified, your repurchase will be processed using the First in First Out (FIFO)
reporting method.
Fund Application
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5 DIVIDEND OPTIONS
Dividends:
Capital Gains:

Reinvest
Reinvest

Cash
Cash

* Unless you elect to receive distributions in cash (i.e., opt-out), all dividends, including any capital gain dividends, on your
Institutional Shares will be automatically reinvested by The Bank of New York Mellon, as agent for the shareholders (the Plan
Agent), in additional Institutional Shares under the Funds Dividend Reinvestment Plan (the Plan). You may elect not to
participate in the Plan by contacting the Plan Agent. If you do not participate, you will receive all cash distributions paid by check
mailed directly to you by The Bank of New York Mellon, as dividend paying agent. However, the Fund may elect to pay cash/share
dividends and limit the aggregate amount of cash distributed to all of its shareholders, in which case shareholders electing to receive
cash may nonetheless receive a portion of such distributions in Institutional Shares of the Fund. In that event, such electing
shareholders generally would be taxed on the full amount of any such distribution (including the portion payable in the Funds
Institutional Shares). See Risk FactorsCertain Tax Risks with Respect to an Investment in the FundCertain Distributions of the
Funds Shares Will Be Taxable. If you participate in the Plan, the number of Institutional Class Shares you will receive will be
determined by the current NAV of the Institutional Shares. Institutional Shares in your account will be held by the Plan Agent in noncertificated form. Any proxy you receive will include all Institutional Shares you have received under the Plan. You may withdraw
from the Plan (i.e., opt-out) by notifying the Plan Agent in writing at BNY Investors Services c/o Permal Hedge Strategies Fund, 400
Bellevue Parkway, Wilmington, DE 19809, Mail Stop 19C-0204 or by calling the Plan Agent at
866-211-4521. Such withdrawal will be effective immediately if notice is received by the Plan Agent not less than ten business days
prior to any dividend or distribution record date; otherwise such withdrawal will be effective as soon as practicable after the Plan
Agents investment of the most recently declared dividend or distribution on the Institutional Shares. The Plan may be amended or
supplemented by the Fund upon notice in writing mailed to shareholders at least 30 days prior to the record date for the payment of
any dividend or distribution by the Fund for which the termination is to be effective. Automatically reinvesting dividends and
distributions does not mean that you do not have to pay income taxes due upon receiving dividends and distributions. Investors will
be subject to income tax on amounts reinvested under the Plan.
The Fund reserves the right to amend or terminate the Plan if, in the judgment of the Board of Trustees, the change is warranted. There
is no direct service charge to participants in the Plan; however, the Fund reserves the right to amend the Plan to include a service charge
payable by the participants.
6 ELIGIBLE INVESTOR AND TAX-RELATED CERTIFICATION
In order to purchase Fund shares, you must be an Eligible Investor as defined in the Funds registration statement. If you are an
authorized person/corporate officer making this certification on behalf of an investor, you must represent that the investor for whose
account you are directly or indirectly acquiring Fund shares is an Eligible Investor.
I hereby certify that the following categories describe me at the time I am applying to purchase shares of the Fund.
Check all boxes that apply:
¨

A natural person who had an individual income in excess of $200,000 in each of the two most recent years or joint income with
my spouse in excess of $300,000 in each of those years and who has a reasonable expectation of reaching the same income level in
the current year;

¨

A natural person who has a net worth or joint net worth with my spouse (excluding the value of my primary residence) at the time
of purchase that exceeds $1,000,000 (net worth for this purpose means total assets in excess of total liabilities);

¨

A trust with total assets in excess of $5,000,000 that was not formed for the purpose of investing in the Fund, and of which the
person responsible for directing the investment of assets in the Fund has such knowledge and experience in financial and business
matters that he or she is capable of evaluating the merits and risks of the prospective investment;
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¨

An individual or entity having an account managed by an investment adviser registered under the Investment Advisers Act of
1940, as amended (the Advisers Act) and the investment adviser is purchasing shares in a fiduciary capacity on behalf of the
account;

¨

A trustee or executive officer of the Fund;

¨

An organization described in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the Code), a corporation, a
Massachusetts or similar business trust, or partnership, that was not formed for the specific purpose of acquiring the shares, with
total assets in excess of $5,000,000;

¨

An entity licensed, or subject to supervision, by U.S. federal or state examining authorities as a bank, or savings and loan
association, (within the meaning of Regulation D under the Securities Act of 1933, as amended (the 1933 Act)) or an account
for which a bank or savings and loan association is subscribing in a fiduciary capacity;
Fund Application
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¨

A broker or dealer registered with the Securities and Exchange Commission pursuant to Section 15 of the Securities Exchange Act
of 1934, as amended;

¨

An investment company registered under the Investment Company Act of 1940, as amended (1940 Act) or a business
development company as defined in Section 2(a)(48) of the 1940 Act;

¨

A private business development company as defined in Section 202(a)(22) of the Advisers Act;

¨

An insurance company as defined in Section 2(13) of the 1933 Act;

¨

A Small Business Investment Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of the
Small Business Investment Act of 1958, as amended;

¨

A plan established and maintained by a state, its political subdivisions, or any agency or instrumentality of a state or its political
subdivisions, for the benefit of its employees, that has total assets in excess of $5,000,000;

¨

An employee benefit plan within the meaning of the Employee Retirement Income Security Act of 1974, as amended (ERISA),
if the investment decision is made by a plan fiduciary, as defined in section 3(21) of ERISA, which is either a bank, savings and
loan association, insurance company, or registered investment adviser, or if the employee benefit plan has total assets in excess of
$5,000,000 or, if a self-directed plan, the investment decisions are made solely by persons that meet one of the other criteria listed
here; or

¨

An entity in which all of the equity owners are accredited investors under the 1933 Act.

IMPORTANT
Tax Certification (Substitute W-9)
I understand that federal law requires financial institutions to obtain, verify and record information that identifies each person or
entity that opens a new account. Account owners are asked to provide their names, addresses, dates of birth (if applicable) and other
information, which may include drivers license numbers or other identification numbers, so that the institution can accurately verify
their identity. If Legg Mason is unable to verify a clients identity within a reasonable time after the account opening, the firm may
restrict or close the account.
Under penalties of perjury, I certify that (check all that apply):
¨

1.

The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be
issued and will provide the number to the fund as soon as it is issued), and

¨

2.

I am not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have not been
notified by the Internal Revenue Service (IRS) that I am subject to backup withholding as a result of a failure to
report all interest or dividends, or (c) the IRS has notified me that I am no longer subject to backup withholding,
and

¨

3.

I am a U.S. person (including a U.S. resident alien).

Certification Instructions: Do not check item 2 above if you have been notified by the IRS that you are currently subject to
backup withholding because you have failed to report all interest and dividends on your tax return.
If you are subject to backup withholding, check the box in front of the following statement.
¨

I have been notified by the IRS that I am subject to backup withholding.

The IRS does not require your consent to any provision of this document other than the certifications required to avoid
backup withholding.

Primary Owners/Custodians Signature

Date
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
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Joint Owners Signature (if applicable)

Date

If I am executing this Certificate on behalf of (i) an employee benefit plan within the meaning of Section 3(3) of ERISA or (ii) a plan
that is described in, and subject to the prohibited transaction rules under, Section 4975 of the Code (each of the foregoing described in
clauses (i) and (ii) being referred to as a Plan), I represent and warrant that the fiduciary (within the meaning of Section 3(21) of
ERISA and the regulations thereunder, or as defined under other applicable law) of such Plan has considered the following with respect
to the Plans investment in the Fund and has determined that, in review of such considerations, (a) the investment in the Fund is prudent
for the Plan (taking into account any applicable liquidity and diversification requirements of ERISA); (b) the investment in the Fund is
permitted under ERISA, the Code, other applicable law and the Plans governing plan documents; (c) neither LMPFA, the Sub-Adviser
nor any of their affiliates has acted as a fiduciary under ERISA or other
Fund Application
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applicable law with respect to such purchase; (d) no advice provided by LMPFA, the Sub-Adviser or any of their affiliates has formed a
primary basis for any investment decision by such Plan interest holder in connection with such purchase; and (e) the purchase, holding
and disposition of the interest in the Fund will not result in a prohibited transaction under Section 406 of ERISA or Section 4975 of the
Code or any materially similar provisions of other law for which an exemption is not available. I understand that the Fund may
repurchase the investment at certain times and under certain conditions set forth in the Prospectus. I understand that all of the foregoing
certifications, which are made under penalty of perjury, may be disclosed to the IRS by the Funds and that any false statement contained
herein could be punished by fine and/or imprisonment.
I understand that the Fund and its affiliates are relying on the certification and agreements made herein and in the Funds Anti Money
Laundering Supplement (which follows this Investor Application as Appendix A) in determining my qualification and suitability as a
shareholder in the Fund. I understand that an investment in the Fund is not appropriate for, and may not be acquired by, any person who
cannot make this certification, and agree to indemnify Legg Mason Partners Fund Advisor, LLC and its affiliates (collectively Legg
Mason) and hold such persons harmless from any liability that the Fund and they may incur as a result of this certification being untrue
in any respect. I attest to the accuracy of all documents required to be attached to this Application as set forth in the section Other
Required Documents.
I understand that it may be a violation of state and federal law for me to provide this certification if I know that it is not true. I
have read the Prospectus of the Fund, including the shareholder qualification and shareholder suitability provisions and the
disclosure regarding potential conflicts of interest contained therein, and by purchasing Shares, I acknowledge and assent to the
existence of such potential conflicts and the Funds operation in the face thereof. I understand that an investment in the Fund
involves a considerable amount of risk and that some or all of the investment may be lost. I understand that an investment in the
Fund is suitable only for shareholders who can bear the risks associated with the limited liquidity of the investment and should
be viewed as a long-term investment.

Signature of Investor

Date

Name of Investor

Signature of Joint Tenant (if applicable)

Date

Name of Joint Tenant (if applicable)
Authorized Person / Corporate Officer Executing on Behalf of an Investor

Signature

Date

Name and Title
Fund Application
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Mailing instructions for application
Applications for investment at the next investment date must be received by the 8th day (or immediately preceding business day) of the
month preceding the applicable investment date. Please forward the completed Application as follows:
Transactional Shareholder Services
Legg Mason
100 First Stamford Place  5th Floor
Stamford, CT 06902
Fax instructions
Please fax documents to Legg Mason Transactional Shareholder Services at (816) 218 - 0513.
All applications and related subscription documents will be returned if not accepted.
Funds supporting the applicable purchase of shares must be wired by the 3rd day (or immediately preceding business day) of
the month preceding the applicable investment date. Please refer to the bank wire instructions below.
Wiring instructions
Bank wires should be sent to:
The Bank of New York
1 Wall Street, New York
ABA# 021 000 018
Account Number: 8901112909
Account Name: Permal Hedge Strategies Fund
Fund Application
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Exhibit (d)(3)
PERMAL HEDGE STRATEGIES FUND I
Investor Application
Be sure to read the registration statement for the Fund.
For IRAs and Self-Directed Pension Plans, please note that the Custodians name, address and Tax Identification Number must also be
included below in the specific areas provided, and the Custodian must also sign this Application. For assistance in completing this
Application, please call Legg Mason Fund Services at [1-888-425-6432] Monday through Friday, 8:30 am  5:30 pm (EST).
1 INVESTOR INFORMATION

Legal Name

Additional Purchaser (Joint Tenant)

Legal Domicile/Country of Residence

Street Address

City

State

Telephone Number

Zip Code

Fax Number

Email Address

Taxpayer Identification Number/Social Security Number

Formation Date/Birth Date

Nature of Business

Tax Year-End of Investor

Purchaser type
¨

Bank

¨

Endowment

¨

Limited Partnership

¨

Trust

¨

Charitable Trust

¨

Foundation

¨

Non-Profit Organization

¨

Individual

¨

Corporation

¨

Insurance Company

¨

Public Pension Plan

¨

Joint Tenant

¨

Defined Benefit Plan

¨

Limited Liability Company

¨

Taft Hartley/Labor Union

¨

IRA

¨

Other:
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2 INFORMATION N FOR AUTHORIZED DISTRIBUTION OF STATEMENTS TO A THIRD PARTY

Name of Third Party

Street Address

City

State

Zip Code

Telephone Number

Fax Number

Email Address

3 FINANCIAL PROFESSIONAL INFORMATION

Name

Firm Name

Branch Number

Registered Representatives Number

4 SUBSCRIPTION INFORMATION
A minimum initial investment is required for the Fund. This amount includes any applicable sales load (as described in the Funds
registration statement) which, if your Application is accepted, will be deducted and paid at the time you purchase shares and will not be
considered a contribution of capital to the Fund.
Permal Hedge Strategies Fund I

$

5 ELIGIBLE INVESTOR AND TAX-RELATED CERTIFICATION
In order to purchase Fund shares, you must be an Eligible Investor as defined in the Funds registration statement. If you are an
authorized person/corporate officer making this certification on behalf of an investor, you must represent that the investor for whose
account you are directly or indirectly acquiring Fund shares is an Eligible Investor.
I hereby certify that the following categories describe me at the time I am applying to purchase shares of the Fund.
Check all boxes that apply:
¨

A natural person who had an individual income in excess of $200,000 in each of the two most recent years or joint income with
my spouse in excess of $300,000 in each of those years and who has a reasonable expectation of reaching the same income level in
the current year;

¨

A natural person who has a net worth or joint net worth with my spouse (excluding the value of my primary residence) at the time
of purchase that exceeds $1,000,000 (net worth for this purpose means total assets in excess of total liabilities);

¨

A trust with total assets in excess of $5,000,000 that was not formed for the purpose of investing in the Fund, and of which the
person responsible for directing the investment of assets in the Fund has such knowledge and experience in financial and business
matters that he or she is capable of evaluating the merits and risks of the prospective investment;

¨

An individual or entity having an account managed by an investment adviser registered under the Investment Advisers Act of
1940, as amended (the Advisers Act) and the investment adviser is purchasing shares in a fiduciary capacity on behalf of the
account;
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¨

A trustee or executive officer of the Fund;
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¨

An organization described in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the Code), a corporation, a
Massachusetts or similar business trust, or partnership, that was not formed for the specific purpose of acquiring the shares, with
total assets in excess of $5,000,000;

¨

An entity licensed, or subject to supervision, by U.S. federal or state examining authorities as a bank, or savings and loan
association, (within the meaning of Regulation D under the Securities Act of 1933, as amended (the 1933 Act)) or an account
for which a bank or savings and loan association is subscribing in a fiduciary capacity;

¨

A broker or dealer registered with the Securities and Exchange Commission pursuant to Section 15 of the Securities Exchange Act
of 1934, as amended;

¨

An investment company registered under the Investment Company Act of 1940, as amended (1940 Act) or a business
development company as defined in Section 2(a)(48) of the 1940 Act;

¨

A private business development company as defined in Section 202(a)(22) of the Advisers Act;

¨

An insurance company as defined in Section 2(13) of the 1933 Act;

¨

A Small Business Investment Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of the
Small Business Investment Act of 1958, as amended;

¨

A plan established and maintained by a state, its political subdivisions, or any agency or instrumentality of a state or its political
subdivisions, for the benefit of its employees, that has total assets in excess of $5,000,000;

¨

An employee benefit plan within the meaning of the Employee Retirement Income Security Act of 1974, as amended (ERISA),
if the investment decision is made by a plan fiduciary, as defined in section 3(21) of ERISA, which is either a bank, savings and
loan association, insurance company, or registered investment adviser, or if the employee benefit plan has total assets in excess of
$5,000,000 or, if a self-directed plan, the investment decisions are made solely by persons that meet one of the other criteria listed
here; or

¨

An entity in which all of the equity owners are accredited investors under the 1933 Act.

I certify that I am NOT (a) a non-resident alien or (b) a foreign corporation, foreign partnership, foreign trust or foreign estate (as those
terms are defined in the Code) for purposes of U.S. Federal income taxation. I agree to notify the Fund(s) within 60 days of the date that
I become a foreign person or entity. I certify that my name, home address (in the case of an individual) or business address (in the case
an entity), as they appear are true and correct.
I certify under penalty of perjury that:
1.

I am a U.S. person (including a U.S. resident alien);

2.

The Social Security Number / Tax Identification Number provided in this Application is correct; and

3.

I am not subject to backup withholding because: (a) I am exempt from backup withholding, (b) the Internal Revenue Service
(IRS) has not notified me that I am subject to backup withholding as a result of a failure to report all interest or dividends or
(c) the IRS has notified me that I am no longer subject to backup withholding.

You must cross out this item 3 if you have been notified by the IRS that you are currently subject to backup withholding. The IRS does
not require your consent to any provision of this Application other than certification required to avoid backup withholding. If I am
signing on behalf of an entity including, but not limited to, a corporation, limited liability company, partnership, limited partnership, or
trust, or as custodian or trustee of an IRA, I certify that I am duly authorized and have full power to make this investment and to conduct
transactions on behalf of this entity or as custodian or trustee of the IRA.
If I am executing this Certificate on behalf of (i) an employee benefit plan within the meaning of Section 3(3) of ERISA or (ii) a plan
that is described in, and subject to the prohibited transaction rules under, Section 4975 of the Code (each of the foregoing described in
clauses (i) and (ii) being referred to as a Plan), I represent and warrant that the fiduciary (within the meaning of Section 3(21) of
ERISA and the regulations thereunder, or as defined under other applicable law) of such Plan has considered the following with respect
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to the Plans investment in the Fund and has determined that, in review of such considerations, (a) the investment in the Fund is prudent
for the Plan (taking into account any applicable liquidity and diversification requirements of ERISA); (b) the investment in the
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Fund is permitted under ERISA, the Code, other applicable law and the Plans governing plan documents; (c) neither LMPFA, the SubAdviser nor any of their affiliates has acted as a fiduciary under ERISA or other applicable law with respect to such purchase; (d) no
advice provided by LMPFA, the Sub-Adviser or any of their affiliates has formed a primary basis for any investment decision by such
Plan interest holder in connection with such purchase; and (e) the purchase, holding and disposition of the interest in the Fund will not
result in a prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or any materially similar provisions of other
law for which an exemption is not available. I understand that the Fund may repurchase the investment at certain times and under
certain conditions set forth in the Prospectus. I understand that all of the foregoing certifications, which are made under penalty of
perjury, may be disclosed to the IRS by the Funds and that any false statement contained herein could be punished by fine and/or
imprisonment.
I understand that the Fund and its affiliates are relying on the certification and agreements made herein and in the Funds Anti Money
Laundering Supplement (which follows this Investor Application as Appendix A) in determining my qualification and suitability as a
shareholder in the Fund. I understand that an investment in the Fund is not appropriate for, and may not be acquired by, any person who
cannot make this certification, and agree to indemnify Legg Mason Partners Fund Advisor, LLC and its affiliates (collectively Legg
Mason) and hold such persons harmless from any liability that the Fund and they may incur as a result of this certification being untrue
in any respect. I attest to the accuracy of all documents required to be attached to this Application as set forth in the section Other
Required Documents.
I understand that it may be a violation of state and federal law for me to provide this certification if I know that it is not true. I
have read the Prospectus of the Fund, including the shareholder qualification and shareholder suitability provisions and the
disclosure regarding potential conflicts of interest contained therein, and by purchasing Shares, I acknowledge and assent to the
existence of such potential conflicts and the Funds operation in the face thereof. I understand that an investment in the Fund
involves a considerable amount of risk and that some or all of the investment may be lost. I understand that an investment in the
Fund is suitable only for shareholders who can bear the risks associated with the limited liquidity of the investment and should
be viewed as a long-term investment.

Signature of Investor

Date

Name of Investor
Authorized Person / Corporate Officer Executing on Behalf of an Investor

Signature

Date

Name and Title
Mailing instructions for application
[]
Applications for investment at the next investment date must be received by the [15 th] day (or immediately preceding business day) of
the month preceding the applicable investment date. Please forward the completed Application as follows:
Fax instructions
[]
If sending documents via fax, please send originals to the above address.
Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Fax number: [302-791-4018]
All applications and related subscription documents will be returned if not accepted.
Funds supporting the applicable purchase of shares must be wired by the [24th] day (or immediately preceding business day) of the
month preceding the applicable investment date. Please refer to the bank wire instructions below.
Wiring instructions
Bank wires should be sent to:
Permal Hedge Strategies Fund I:
[]
OTHER REQUIRED DOCUMENTS
The Dealer through which shares of the Fund are being purchased shall require such documents and related materials as required by
applicable law or under

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Exhibit (l)(1)
June 7, 2013
Permal Hedge Strategies Fund I
620 Eighth Avenue, 49th Floor
New York, New York 10018
Ladies and Gentlemen:
We have acted as counsel to Permal Hedge Strategies Fund I, a closed-end investment company organized as a Maryland statutory
trust (the Company), in connection with the Registration Statement on Form N-2, File Nos. 333-177961 and 811-22628 (as amended,
the Registration Statement) filed by the Company with the Securities and Exchange Commission (the Commission) under the
Securities Act of 1933, as amended (the Act) and the Investment Company Act of 1940, as amended, relating to the issuance by the
Company of up to $500,000,000 in aggregate offering price of its shares of beneficial interest, par value $0.00001 per share, classified
and designated as Institutional Shares and Service Shares, in connection with the offering described in the Registration Statement (the
Shares).
We have examined the Registration Statement. We also have examined the originals, or duplicates or certified or conformed
copies, of such records, agreements, documents and other instruments and have made such other investigations as we have deemed
relevant and necessary in connection with the opinions hereinafter set forth. As to questions of fact material to this opinion, we have
relied upon certificates or comparable documents of public officials and of officers and representatives of the Company.
In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural persons,
the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as
duplicates or certified or conformed copies and the authenticity of the originals of such latter documents.
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Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion that
the issuance of the Shares has been duly authorized and, when and if issued and delivered against payment of net asset value therefor
and as described in the Registration Statement, the Shares will be validly issued, fully paid and nonassessable.
Insofar as the opinion expressed herein relates to or is dependent upon matters governed by the law of the State of Maryland, we
have relied upon the opinion of Venable LLP dated the date hereof and our opinion is subject to the qualifications, assumptions,
limitations and exceptions set forth therein.
We do not express any opinion herein concerning any law other than, to the extent set forth herein, the law of the State of
Maryland.
We hereby consent to the filing of this opinion letter as Exhibit (l)(1) to the Registration Statement and to the use of our name
under the caption Legal Counsel in the Prospectus included in the Registration Statement.
Very truly yours,
/s/ SIMPSON THACHER &
BARTLETT LLP
SIMPSON THACHER &
BARTLETT LLP
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Exhibit (l)(2)
[LETTERHEAD OF VENABLE LLP]
June 7, 2013
Permal Hedge Strategies Fund I
620 Eighth Avenue
New York, New York 10018
Re:

Registration Statement on Form N-2:
1933 Act File No. 333-177961
1940 Act File No. 811-22628

Ladies and Gentlemen:
We have served as Maryland counsel to Permal Hedge Strategies Fund I, a Maryland statutory trust registered under the
Investment Company Act of 1940, as amended (the 1940 Act), as a closed-end management investment company (the Trust), in
connection with certain matters of Maryland law arising out of the registration and issuance of $500,000,000 in aggregate offering price
of shares (the Shares) of beneficial interest, par value $.00001 per share, of the Trust classified and designated as Service Shares and
Institutional Shares, covered by the above-referenced Registration Statement, and all amendments thereto (the Registration
Statement), filed by the Trust with the United States Securities and Exchange Commission (the Commission) under the Securities
Act of 1933, as amended (the 1933 Act), and the 1940 Act.
In connection with our representation of the Trust, and as a basis for the opinion hereinafter set forth, we have examined
originals, or copies certified or otherwise identified to our satisfaction, of the following documents (hereinafter collectively referred to
as the Documents):
1. The Registration Statement and the form of prospectus for each class of Shares included therein, substantially in the form
transmitted to the Commission under the 1933 Act and the 1940 Act;
2. The Certificate of Trust of the Trust, certified by the State Department of Assessments and Taxation of Maryland (the
SDAT);
3. The Declaration of Trust of the Trust, certified as of the date hereof by an officer of the Trust;
4. The Bylaws of the Trust, certified as of the date hereof by an officer of the Trust;
5. A certificate of the SDAT as to the good standing of the Trust, dated as of a recent date;
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6. Resolutions adopted by the Board of Trustees of the Trust (the Resolutions) relating to the authorization of the sale and
issuance of the Shares in a continuous public offering, certified as of the date hereof by an officer of the Trust;
7. A certificate executed by an officer of the Trust, dated as of the date hereof; and
8. Such other documents and matters as we have deemed necessary or appropriate to express the opinion set forth below,
subject to the assumptions, limitations and qualifications stated herein.
In expressing the opinion set forth below, we have assumed the following:
1. Each individual executing any of the Documents, whether on behalf of such individual or another person, is legally
competent to do so.
2. Each individual executing any of the Documents on behalf of a party (other than the Trust) is duly authorized to do so.
3. Each of the parties (other than the Trust) executing any of the Documents has duly and validly executed and delivered each
of the Documents to which such party is a signatory, and such partys obligations set forth therein are legal, valid and binding and are
enforceable in accordance with all stated terms.
4. All Documents submitted to us as originals are authentic. The form and content of all Documents submitted to us as
unexecuted drafts do not differ in any respect relevant to this opinion from the form and content of such Documents as executed and
delivered. All Documents submitted to us as certified or photostatic copies conform to the original documents. All signatures on all
Documents are genuine. All public records reviewed or relied upon by us or on our behalf are true and complete. All representations,
warranties, statements and information contained in the Documents are true and complete. There has been no oral or written
modification of or amendment to any of the Documents, and there has been no waiver of any provision of any of the Documents, by
action or omission of the parties or otherwise.
Based upon the foregoing, and subject to the assumptions, limitations and qualifications stated herein, it is our opinion that:
1. The Trust is a statutory trust duly formed and existing under and by virtue of the laws of the State of Maryland and is in
good standing with the SDAT.
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2. The issuance of the Shares has been duly authorized and, when and if issued and delivered against payment of net asset
value therefor in accordance with the Resolutions and the Registration Statement, the Shares will be validly issued, fully paid and
nonassessable.
The foregoing opinion is limited to the substantive laws of the State of Maryland and we do not express any opinion herein
concerning any other law. We express no opinion as to compliance with federal or state securities laws, including the securities laws of
the State of Maryland, or the 1940 Act.
The opinion expressed herein is limited to the matters specifically set forth herein and no other opinion shall be inferred
beyond the matters expressly stated. We assume no obligation to supplement this opinion if any applicable law changes after the date
hereof or if we become aware of any fact that might change the opinion expressed herein after the date hereof.
This opinion is being furnished to you for submission to the Commission as an exhibit to the Registration Statement. We
hereby consent to the filing of this opinion as an exhibit to the Registration Statement. In giving this consent, we do not admit that we
are within the category of persons whose consent is required by Section 7 of the 1933 Act. Simpson Thacher & Bartlett LLP, counsel to
the Trust, may rely on this opinion in giving its opinion to be delivered in connection with the Registration Statement and the
transactions contemplated thereby.
Very truly yours,
/s/ Venable LLP
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Exhibit (n)
Consent of Independent Registered Public Accounting Firm
The Board of Trustees
Permal Hedge Strategies Fund I
We consent to use of our report dated May 30, 2013, with respect to the financial statements of Permal Hedge Strategies Fund I
(formerly known as Permal Hedge Strategies Fund) as of March 31, 2013, incorporated herein by reference, and to the references to our
firm under the headings Financial Highlights in the Prospectuses and Independent Registered Public Accounting Firm in the
Prospectuses and the Statement of Additional Information.
/s/ KPMG LLP
New York, New York
June 6, 2013

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Exhibit (r)(2)
Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
I. Policy
The Code of Ethics (the Code) is predicated on the principle that the Permal Group (Permal) has
responsibilities to its clients. Accordingly, employees must avoid activities, interests and relationships that
run contrary (or appear to run contrary) to the best interest of clients.
The Legg Mason Code of Conduct and the memo dated June 2004 issued by Raymond A. Mason discussing
the hotline established for the reporting of questionable accounting and auditing practices are incorporated
by reference into Permals Code of Ethics.
This Code of Ethics operates in conjunction with other Permal policies and procedures. When this Code
conflicts with another Permal policy or procedure, the more restrictive provision shall apply.
PAMI, Permal UK, Permal HK, Permal Japan and Permal Dubai are subject to additional requirements as
specified in the addenda to this Overview and Procedures Memorandum.
II. Persons Covered by the Code
All partners, officers or directors (or other person occupying a similar status or performing similar
functions); employees; or any other persons who provide investment advice on behalf of Permal and are
subject to Permals supervision (collectively Supervised Persons) are required to comply with this Code
of Ethics.
II - 1
Adopted: December 2006
Amended: March 2012
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Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
III. Standards of Business Conduct
Code of Conduct
Supervised Persons are expected to act with integrity, competence, and dignity and in an ethical manner
when dealing with the public, clients, prospects, their employer and their colleagues.

Supervised Persons

Supervised Persons are expected to conduct their personal financial affairs in a prudent manner, avoiding any
action that could compromise in any way their ability to deal objectively with clients.

Supervised Persons

Compliance with Laws and Regulations
Supervised Persons are expected to comply with all laws and regulations governing the securities industry.

Supervised Persons

Supervised Persons are not permitted, in connection with the purchase or sale of a security held or to be
acquired by a client to:

Supervised Persons



defraud such client in any manner;



mislead such client, including making a statement that omits material facts;



engage in any act, practice or course of conduct which operates or would operate as a fraud or
deceit upon such client;



engage in any manipulative practice with respect to such client; and



engage in any manipulative practice with respect to securities, including price manipulation.
II - 2

Adopted: December 2006
Amended: March 2012
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Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
Conflicts of Interest
Supervised Persons are expected to make all efforts to avoid actual or apparent conflicts of interest. A
conflict may exist even when no actual wrongdoing occurs; the opportunity to act improperly may be
sufficient to give the appearance of conflict.

Supervised Persons

The Conflicts of Interest Overview and Procedures Memorandum is incorporated by reference into the Code
of Ethics.
Confidentiality
Supervised Persons are expected to preserve the confidentiality of information that they may obtain in the
course of Permals business and to use such information properly and not in any way adverse to Permals
clients or investors interests, subject to the legality of keeping such information confidential.

Supervised Persons

Supervised Persons are expected to treat non-public information they may have about Permal and its
business in the same manner as they would a clients non-public personal information and should seek to
preserve the confidentiality, integrity and security of this information.
The Confidentiality and Privacy of Information Overview and Procedures Memorandum is incorporated by
reference into the Code of Ethics.
Marketing and Promotional Activities
All oral and written statements made to clients, prospective clients, their representatives or the media by
Supervised Persons in context of their employment or association with Permal must be professional,
accurate, balanced, fair, clear, and not misleading in any way.
The Marketing and Advertising Overview and Procedures Memorandum is incorporated by reference into
the Code of Ethics.
II - 3
Adopted: December 2006
Amended: March 2012
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Supervised Persons

Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
Employee Trading\Personal Account Dealing
Access Persons1 and certain employees of Permal UK, Permal Singapore, Permal Hong Kong and Permal
Dubai are required to provide information regarding all securities transactions (with certain exceptions) that
they effect for their own account or for certain other accounts. All employees are subject to certain
restrictions with respect to trading in Legg Mason securities and are required to report any transactions
effected in Legg Mason securities.

Access Persons

The Employee Trading\Personal Account Dealing Overview and Procedures Memorandum is incorporated
by reference into the Code of Ethics.
Insider Trading Policy
It is a violation of law and a breach of Permals polices for any of its Supervised Persons to make use, either
for their personal gain or on behalf of Permal or its clients, of any material, non-public information which
may come into their possession either in the course of performing their duties or through personal contacts.

Supervised Persons

The Insider Trading Overview and Procedures Memorandum is incorporated by reference into the Code of
Ethics.
1

An Access Person is a Supervised Person who has access to non-public information regarding client purchases or sales of
securities, is involved in making securities recommendations to clients or who has access to such recommendation that are nonpublic.
II - 4

Adopted: December 2006
Amended: March 2012

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
Duty to Clients
Supervised Persons are expected to protect the interests of each of Permals clients, to place the clients
interest ahead of their own and to take steps to verify that all actions taken on behalf of clients are in the
clients best interest.

Supervised Persons

The Duty to Clients Overview and Procedures Memorandum is incorporated by reference into the Code of
Ethics.
Gifts and Entertainment
Supervised Persons may not offer, give, solicit or accept any gifts or business entertainment (collectively
Benefits) in the context of their employment or association with Permal if these Benefits are likely to
conflict or appear to conflict in any material way with any duty that Permal owes to its clients, or any duty
that the recipient owes to clients.

Supervised Persons

The Gifts and Entertainment Overview and Procedures Memorandum is incorporated by reference into the
Code of Ethics.
Outside Activities
Supervised Persons are expected to avoid participation in any Outside Business Activity that may interfere or
appear to interfere with the interest of Permal or its clients.
The Outside Activities Overview and Procedures Memorandum is incorporated by reference into the Code of
Ethics.
II - 5
Adopted: December 2006
Amended: March 2012
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Supervised Persons

Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
IV. Reports to Management
Each Supervised Person is required to ensure his or her own compliance with this Code. Supervised Persons
are expected to use sound judgment in recognizing situations where a violation of this Code may occur and
ensuring that no violation occurs. In situations where it is unclear whether this Code applies, Supervised
Persons are expected to ask questions of their managers or supervisors or the Legal and Compliance
Department.

Supervised Persons

The General Counsel and the Director of Global Compliance will be available to answer any questions
relating to application of the Code of Ethics or any of the policies covered by the Code of Ethics.

General Counsel,
Director of Global
Compliance
Supervised Persons

Supervised Persons should contact the General Counsel or Director of Global Compliance if he or she
becomes aware of an actual or potential violation of the policies and procedures contained in the Code of
Ethics.
No Supervised Person may retaliate in any fashion against any employee who reports a suspected or actual
violation of this Code.
Violations of the Code of Ethics may warrant sanctions as appropriate and permitted by law, up to and
including suspension or dismissal, at the discretion of Permals management.
V. Legg Mason Hotline
Legg Mason, Inc. operates a twenty-four hour telephone global hotline for all employees to report any
activities that might damage Legg Masons reputation or shareholders. The Hotline is confidential and
anonymous with reports given to the Chairman of the Audit Committee of Legg Mason, Inc and its Board of
Directors.
II - 6
Adopted: December 2006
Amended: March 2012
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Officers, Directors,
Employees

Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
A list of Hotline number is attached as an exhibit to this policy.
VI. Provision of the Code of Ethics to Employees
The Legal and Compliance Department will provide a copy of the Code of Ethics to each new employee and
any amendments to the Code of Ethics to all employees.

Legal and Compliance
Department

Employees will be required to acknowledge, in writing or via the intranet, that they have received a copy of
the Code of Ethics or any amendments to the Code of Ethics, as applicable.

All Employees

Once each fiscal year, the Director of Global Compliance will provide a copy of the Code of Ethics to all
employees and request that they acknowledge, in writing or via the intranet, that they are in compliance with
all provisions included in the Code of Ethics.

Director of Global
Compliance

VII. Compliance Review
The Director of Global Compliance will review the Code of Ethics on a regular basis and update it when
necessary or appropriate.
Compliance reviews stated in the various Overview and Procedures Memoranda incorporated by reference
into the Code of Ethics are also incorporated into the Code of Ethics.
II - 7
Adopted: December 2006
Amended: March 2012
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Director of Global
Compliance

Code of Ethics
Overview and Procedures Memorandum
Responsible Party
(if applicable)
VIII. Books and Records
The following books and records are required to be maintained for a period of five years, the first two years
in an appropriate office:


copy of the Code of Ethics adopted and implemented that is in effect, or at any time within the
past five years was in effect;2



record of any violation of the Code of Ethics and of any action taken as a result of the violation;



record of all written acknowledgements of employees receipt of the Code of Ethics for each
person who is currently, or within the past five years was, a Supervised Person;



Holdings and transaction reports made pursuant to the Code of Ethics, including any brokerage
confirmation and account statements made in lieu of these reports;



list of the names of persons who are currently, or within the past five years were, Access
Persons; and



record of any decision and supporting reasons for approving the acquisition of securities by
Access Persons in limited and initial public offerings for at least five years after the end of the
fiscal year in which approval was granted.

Legal and Compliance
Department

IX. Provision of Code of Ethics to Clients
Upon client request, the Director of Global Compliance will provide the client a copy of the Code of Ethics. 3

2
3

Director of Global
Compliance

Permal UK and Permal Dubai must keep a copy of the Compliance Manual for as long as they are regulated by the FSA or DFSA.
This requirement is applicable to each SEC registered adviser. Permal UK and Permal Dubai are only required to comply with this
provision with respect to direct US clients.
II - 8

Adopted: December 2006
Amended: March 2012
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Code of Ethics
PAMI Requirements
I. Overview

Responsible Party
(if applicable)

This addendum is applicable to US registered mutual funds managed by PAMI.
These policies supplement the Code of Ethics Overview and Procedures Memorandum included in the
Group Compliance Manual.
II. Reporting to the Board of US Registered Investment Companies Managed by PAMI
At the request of Legg Mason, but no less frequently than annually, PAMI will furnish a written report to the
board of directors of any US registered mutual fund it manages that:


describes any issues arising under the Code of Ethics or procedures since the last report to the
Board of Directors, including, but not limited to, information about material violations of the
Code or procedures and sanctions imposed in response to the material violations; and



certifies that PAMI has adopted procedures reasonably necessary to prevent Access Persons of
registered mutual funds managed by PAMI1 (Mutual Fund Access Persons) from violating the
Code.

Legal and Compliance
Department

III. Requirements with respect to PAMIs Regulated Activities in Korea
Duty of Good Faith - PAMI must provide its services fairly under the principals of good faith. In addition,
PAMI may not, when it provides its services, gain its own benefit or have a third party gain benefits at the
expense of its clients without any justifiable cause.
1

Supervised Persons

An Access Person of a registered mutual fund (Fund) is any person who in connection with his/her regular functions or duties,
makes, participates in, or obtains information regarding the purchase or sale of Covered Securities under Rule 17j-1(a)(4) of the
Investment Company Act of 1940, as amended, by the Fund, or whose functions relate to the making of any recommendations
with respect to such purchase or sales and any person in a control relationship to the Fund who obtains information concerning
recommendations made to the Fund with regard to the purchase or sale of covered securities by the Fund.
PAMI Addendum - II - 1

Adopted: March 2009
Amended: March 2012
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Code of Ethics
PAMI Requirements
Responsible Party
(if applicable)
Duty of Care  PAMI must provide investment advisory services and manage assets under its management
with good care.

Supervised Persons

Duty of Loyalty  PAMI must conduct its business with loyalty in order to protect the interest of its clients.

Supervised Persons

PAMI Addendum - II - 2
Adopted: March 2009
Amended: March 2012
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Code of Ethics
Permal Dubai Requirements
Responsible Party
(if applicable)
I. Overview
Permal Dubais business must be conducted in accordance with all applicable laws, codes, rules, regulations
and standards of good market practices at all times.
The Dubai Financial Services Authority (the DFSA) has issued Principles for Authorized Firms and
Principles for Authorized Individuals. Breaching a Principle for Authorized Firms may make Permal Dubai
liable to disciplinary action and may indicate to the DFSA that Permal Dubai is no longer fit and proper to
carry on a Financial Service or to hold a License. The DFSA may consider withdrawing authorization or the
License on that basis.
These policies supplement the Code of Ethics Overview and Procedures Memorandum included in the
Group Compliance Manual.
II. Principles for Authorized Firms
Permal Dubai is required to adhere to and comply with the following:


observe high standards of integrity and fair dealing;



act with due skill, care and diligence;



ensure that its affairs are managed effectively and responsibly by its senior management. An
Authorised Firm must have adequate systems and controls to ensure, as far as reasonably
practical, that it complies with legislation applicable in the DIFC;



maintain and be able to demonstrate the existence of adequate resources to conduct and manage
its affairs. These include adequate financial and system resources as well as adequate and
competent human resources;



observe proper standards of conduct in financial markets;



pay due regard to the interests of its customers and communicate information to them in a way
which is clear, fair and not misleading;



take all reasonable steps to ensure that conflicts of interest between itself and its customers and
between one customer and another are identified and then either prevented or managed in such a
way that the interests of a customer are not adversely affected;
Permal Dubai Addendum - II - 1

Adopted: December 2006
Amended: March 2012
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Code of Ethics
Permal Dubai Requirements
Responsible Party
(if applicable)


take reasonable care to ensure the suitability of its advice and discretionary decisions for
customers who are entitled to rely upon its judgment;



arrange proper protection for assets or money belonging to a customer when it has control of or is
otherwise responsible for safeguarding them;



deal with Regulators in an open and co-operative manner and keep the DFSA promptly informed
of significant events or anything else relating to the Company of which the DFSA would
reasonably expect to be notified; and



meet applicable standards of corporate governance as appropriate considering the nature, size and
complexity of its activities.

III. Principles for Authorized Individuals
Individuals who are Authorized Individuals with the DFSA on behalf of Permal Dubai are required to adhere
to and comply with the following in carrying out every Licensed Function:


observe high standards of integrity and fair dealing;



act with due skill, care and diligence;



observe proper standards of conduct in financial markets; and



deal with the DFSA in an open and co-operative manner and disclose appropriately any
information of which the DFSA would reasonably be expected to be notified.

Individuals who are Authorized Individuals with the DFSA on behalf of Permal Dubai and who have
significant responsibility must take reasonable care to ensure that the business of Permal Dubai for which
(s)he is responsible is organized so that it can be managed and controlled effectively and complies with any
legislation applicable in the DIFC.
Permal Dubai Addendum - II - 2
Adopted: December 2006
Amended: March 2012
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Code of Ethics
Permal UK Addendum
Responsible Party
(if applicable)
I. Overview
The Finanical Services Authority (the FSA) has issued eleven Principles for Business and seven more for
individuals.
These policies supplement the Code of Ethics Overview and Procedures Memorandum included in the
Group Compliance Manual.
II. Principles for Authorized Firms
Permal UK must:


conduct its business with integrity;



conduct its business with due skill, care and diligence;



take reasonable care to organize and control its affairs with responsibility and effectively, with
adequate risk management systems;



maintain adequate financial resources;



observe proper standards of market conduct;



pay due regard to the interests of its customers and treat them fairly;



pay due regard to the information needs of its clients, and communicate information to them in a
way that is clear, fair and not misleading;



manage conflicts of interest fairly, both between itself and its customers and between a customer
and another client;



take reasonable care to ensure the suitability of its advice and discretionary decisions for any
customer who is entitled to rely upon its judgment;



arrange adequate protection for clients assets when it is responsible for them; and



deal with its regulators in an open and cooperative way, and must disclose to the FSA
appropriately anything relating to the firm of which the FSA would reasonably expect notice.
Permal UK Addendum - II - 1

Adopted: December 2006
Amended: March 2012
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Code of Ethics
Permal UK Addendum
Responsible Party
(if applicable)
III. Principles for Approved Persons
Individuals who are Approved Persons with the FSA on behalf of Permal UK, must in relation to carrying
out a controlled function:


act with integrity;



act with due skill, care and diligence;



observe proper standards of market conduct; and



must deal with the FSA and with other regulators in an open and cooperative way and must
disclose appropriately any information of which the FSA would reasonably expect notice.

Individuals who are Approved Persons with the FSA on behalf of Permal UK and are performing significant
influence functions must:


take reasonable steps to ensure that the business of the firm for which he is responsible in his
controlled function is organized so that it can be controlled effectively;



exercise due skill, care and diligence in managing the business of the firm for which he is
responsible in his controlled function; and



take reasonable steps to ensure the business of the firm for which he is responsible in his
controlled functions complies with the relevant requirements and standards of the regulatory
system.

Approved Persons

Approved Persons

IV. Whistleblowing
Employees are encouraged to make qualifying disclosures of information to their Supervisor. A qualifying
disclosure is a disclosure of information made in good faith, which in the reasonable belief of the employee,
suggests that one or more of the following has been, is being, or is likely to be committed:


a criminal offense;



a failure to comply with any legal obligation;



a miscarriage of justice;



the putting of the health and safety of an individual in danger;
Permal UK Addendum - II - 2

Adopted: December 2006
Amended: March 2012
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All Employees

Code of Ethics
Permal UK Addendum
Responsible Party
(if applicable)


Damage to the environment; or



Deliberate concealment relating to any of the above.

An employee will not suffer detriment by any act or omission of their Supervisor or Permal because of the
disclosure.
Employees who do not feel able to raise or resolve a concern with their Supervisor should contact the
General Counsel for further assistance.

All Employees

Employees who feel that they are unable to discuss the issue with anyone internally should contact the FSA
at:

All Employees

Intelligence Department (Ref PIDA)
The Financial Service Authority
25 The North Colonnade
Canary Wharf
London E14 5HS
Tel: 020 7066 9200
Email: whistle@fsa.gov.uk
Permal UK Addendum - II - 3
Adopted: December 2006
Amended: March 2012
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Code of Ethics
Permal HK Addendum
Responsible Party
(if applicable)
I. Overview
These policies supplement the Code of Ethics Overview and Procedures Memorandum included in the
Group Compliance Manual.
II. General Obligations
Due Skill, Care and Diligence
Employees must act with due skill, care and diligence in the performance of their duties and observe proper
standards of market conduct.

All Employees

Employees must comply with the Compliance Manual and adhere to all stated and written policies and
procedures.

All Employees

Acting Honestly, Efficiently and Fairly
Employees must perform their duties efficiently, honestly and fairly, and in the best interests of the client at
all times.

All Employees

Securities Regulatory Laws and Regulations
Employees must be familiar and comply with all the securities regulatory laws and regulations applicable to
their duties and areas of work.

All Employees

Employees must not engage in any activity that would require them to be licensed under any applicable
securities regulatory laws and regulations unless and until they have been appropriately licensed.

All Employees

Permal HK Addendum - II - 1
Adopted: December 2006
Reviewed: March 2012
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Code of Ethics
Permal HK Addendum
Responsible Party
(if applicable)
III. Personal Financial Affairs
It is Permal HKs policy that as a professional in the financial community, employees should adopt prudent
financial management of their own affairs.

All Employees

IV. Reporting
Employees must inform the General Counsel promptly of any situation involving any:


matter that may lead to a claim against Permal HK, including (but not limited to) any complaint
or grievance raised with or through the employee by any client of Permal HK (whether or not
related to the employees own conduct);



improper conduct by other employees or directors;



breaches of Permal HKs license conditions if any;



breaches of the securities regulatory laws and regulations;



breaches of this Compliance Manual; and/or



changes to information provided in the initial application to the SFC for the employee to be a
Licensed Representative of Permal HK, as well as any other change or event required to be
conveyed to the SFC. (Such changes must be notified to the SFC within seven business days of
the change.)

V. Regulatory Handbook
Attention is drawn to the Regulatory Handbook on the SFCs website. Permal HK must comply with all
applicable securities regulatory laws, codes, regulations and guidelines.
Permal HK Addendum - II - 2
Adopted: December 2006
Reviewed: March 2012
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All Employees

Code of Ethics
Permal Japan Addendum
Responsible Party
(if applicable)
I. Overview
These policies supplement the Code of Ethics Overview and Procedures Memorandum included in the
Group Compliance Manual.
II. Duty of Loyalty
Permal Japan will conduct its investment advisory business in good faith and with the due care of a prudent
manager.
Permal Japan Addendum - II - 1
Adopted: March 2010
Reviewed: March 2012
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All employees

Exhibit (s)
POWER OF ATTORNEY
KNOW ALL PEOPLE BY THESE PRESENTS, that each person whose signature appears below hereby makes, constitutes and
appoints each of R. Jay Gerken, Richard Sennett, Robert I. Frenkel, Harris C. Goldblat and William J. Renahan with full power to act
without the other, as his or her agent and attorney-in-fact for the purpose of executing in his or her name, in his or her capacity as a
Trustee and/or officer of Permal Hedge Strategies Fund (i) the registration statement on Form N-2 (including amendments thereto), to
be filed with the United States Securities and Exchange Commission pursuant to the Securities Act of 1933, as amended, and the
Investment Company Act of 1940, as amended, and the rules and regulations promulgated thereunder, as applicable or (ii) any statement
of beneficial ownership on Form 3, 4 or 5 to be filed with the United States Securities and Exchange Commission.
All past acts of an attorney-in-fact in furtherance of the foregoing are hereby ratified and confirmed.
This Power of Attorney may be executed in multiple counterparts, each of which shall be deemed an original, but which taken together
shall constitute one instrument.
This power of attorney shall be valid from the date hereof until revoked by me.
IN WITNESS WHEREOF, I have executed this instrument as of the 14th day of November, 2011
/s/ R. Jay Gerken

Chairman, President, Chief Executive Officer and Director

R. Jay Gerken
/s/ Richard Sennett

Principal Financial Officer

Richard Sennett
/s/ Carol L. Colman

Trustee

Carol L. Colman
/s/ Daniel P. Cronin

Trustee

Daniel P. Cronin
/s/ Paolo M. Cucchi

Trustee

Paolo M. Cucchi
/s/ Leslie H. Gelb

Trustee

Leslie H. Gelb
/s/ William R. Hutchinson

Trustee

William R. Hutchinson
/s/ Dr. Riordan Roett

Trustee

Dr. Riordan Roett
/s/ Jeswald W. Salacuse

Trustee

Jeswald W. Salacuse
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POWER OF ATTORNEY
KNOW ALL PEOPLE BY THESE PRESENTS, that the person whose signature appears below hereby makes, constitutes and appoints
each of Richard F. Sennett, Robert I. Frenkel and George P. Hoyt with full power to act without the other, as his agent and attorney-infact for the purpose of executing in his name, in his capacity as a Trustee and/or officer of Permal Hedge Strategies Fund I, (i) the
registration statement on Form N-2 (including amendments thereto and any filings made pursuant to Rule 462(b) of the Securities Act
of 1933, as amended), to be filed with the United States Securities and Exchange Commission pursuant to the Securities Act of 1933, as
amended, and the Investment Company Act of 1940, as amended, and the rules and regulations promulgated thereunder, as applicable or
(ii) any statement of beneficial ownership on Form 3, 4 or 5 to be filed with the United States Securities and Exchange Commission.
All past acts of an attorney-in-fact in furtherance of the foregoing are hereby ratified and confirmed.
This Power of Attorney shall be valid from the date hereof until revoked by me.
IN WITNESS WHEREOF, I have executed this instrument as of the 4th day of June, 2013

Kenneth D. Fuller

Trustee
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POWER OF ATTORNEY
KNOW ALL PEOPLE BY THESE PRESENTS, that the person whose signature appears below hereby makes, constitutes and appoints
each of Kenneth D. Fuller, Richard F. Sennett, Robert I. Frenkel and George P. Hoyt with full power to act without the other, as her
agent and attorney-in-fact for the purpose of executing in her name, in her capacity as a Trustee of Permal Hedge Strategies Fund I,
(i) the registration statement on Form N-2 (including amendments thereto and any filings made pursuant to Rule 462(b) of the Securities
Act of 1933, as amended), to be filed with the United States Securities and Exchange Commission pursuant to the Securities Act of
1933, as amended, and the Investment Company Act of 1940, as amended, and the rules and regulations promulgated thereunder, as
applicable or (ii) any statement of beneficial ownership on Form 3, 4 or 5 to be filed with the United States Securities and Exchange
Commission.
All past acts of an attorney-in-fact in furtherance of the foregoing are hereby ratified and confirmed.
This Power of Attorney shall be valid from the date hereof until revoked by me.
IN WITNESS WHEREOF, I have executed this instrument as of the 4th day of June, 2013

Eileen A. Kamerick

Trustee
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Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, NY 10017
VIA EDGAR

June 10, 2013

Valerie Lithotomos
Senior Counsel
Division of Investment Management
Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549
Attn: Filing Desk
Re: Permal Hedge Strategies Fund I
Dear Ms. Lithotomos:
On behalf of Permal Hedge Strategies Fund I (the Fund) we hereby submit for filing by direct electronic transmission a copy of
the Funds Post-Effective Amendment No. 5 to the Funds Registration Statement on Form N-2.
Any questions or communications concerning the enclosed materials should be directed to Sarah Cogan of this firm at
212-455-3575 or Jeremy Barr of this firm at 212-455-2918.
Very truly yours,
/s/ Simpson Thacher & Bartlett LLP
SIMPSON THACHER & BARTLETT LLP
Enclosures
cc: George Hoyt
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