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Strong risk adjusted full year results of US$ 11.9% net of fees (C$ 12.3% net); February 24, 2014
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Robust Alpha Fund results allowed it to place 3rd in the best new hedge fund
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category by the Hedge Fund Hotel group in Canada;

¢ Multi-strategy market neutral approach resulted in very low annualized volatility
of 5.4% and solid risk adjusted returns.
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Formula Growth Alpha Fund
4th Quarter and 2013 Results

Dear Investors,

Quarterly and Full Year Review
For the full year 2013, the Alpha Fund generated a net US$ +11.9 return (C$ 12.3% net), while maintaining an average net

exposure to the market of negative 1.9%. We are very pleased with our second full year of performance in this strategy and are
especially proud of the strong risk adjusted returns. The annualized daily volatility of the fund was 5.4%, roughly half and a third
of the S&P500 and the Russell 2000 respectively. Strong security selection allowed us to participate in the markets upside while
effective shorts and portfolio hedges provided positive results for our investors, namely during periods of market weakness such
as in June and August. Low volatility, strong downside protection and security selection enabled us to finish 2013 with a Sharpe
Ratio of 3.0.

In 2013, stock markets generated strong returns as market participants shrugged off macro concerns which had dominated news
headlines since 2008. Market returns this year were in part driven by an increase in company earnings per share and an increase in
the earnings multiple, a sign of rising confidence from investors. This increase was fuelled by better expected economic growth
from developing markets, fund flows away from the bond markets, and the increase in liquidity made available by Central Banks
around the world. Given the market’s strong returns in 2013 and the start of the Federal Reserve reducing its support through

Quantitative Easing, the probability of downside moves have increased and more volatility could be expected in 2014.

Relative Return Analysis
Against the backdrop of potentially more volatile
markets, the Alpha Fund continues to focus on its Full Year 2013 Strategy Inception-to-Date
primary mandate of capital presetvation. As you Alpha T _S&P500  R2000 Alphall S$&P500 R2000
may recall the primaty value added of the fund| Statstical Analysis
. L Annualized Deviation of Daily Returns | 54%  11.1%  148% 72%  119%  160%
originates from our bottom-up stock picking
. Sharpe Ratio based on Daily Returns 30 26 25 29 1.7 1.6
process which has been honed for over 53+ years
F e h Thi ks for Aloh Strategy Correlation 14.1% 18.7% 37.5% 39.8%
at Formula Growth. This process seeks for Alpha
Short and Alpha Long opportunities in order to| UPMarketAnalysis
. . . Number of Up Days 151 147 146 296 279 267
generate positive absolute returns irrespective of ’
. . Largest Daily Gain 15%  25%  28% 2%  25%  29%
the overall market direction. Furthermore, our risk
Strategy % Up Capture 14.6% 11.2% 32.7% 21.3%
mitigation tools which include portfolio hedges
and pair trades (stocks which are bought or| PownMarketAnalysis
. L Number of Down Days 101 105 105 206 23 235
shorted to offset a specific systematic risk), are !
. . . i Largest Daily Loss A1%)  @5%)  (38%) (16%)  @5%)  (38%)
designed to help mitigate market dislocations.
argest Draw Down from Peal 2.V, 2.07/0, 54% 0.270, ) 770,
Largest Draw Down from Peak GO%)  (58%)  (54%) 65%)  09%)  (129%)
These four tools <Alpha LOIlgS, Alpha ShOI‘tS, Strategy % Down Capture (8.7%) (6.4%) 9.6% 32%
Hedges and Pair Trades) have for the past two

years helped us compound approximately 68% of the S&P500 TR returns with very limited losses in periods of market weakness.
For example, the largest market drawdown in the past two years occurred in the 3rd and 4th quarter of 2012 with the S&P500
and Russell 2000 down 7.7% and 11.0% respectively. Over the same time petiod, the Fund had lost 2.3% and was able to capture

the upside once markets began to recovert.
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In Q4, the fund maintained an average net exposure to the market of -1.9% and generated positive returns of 3.9% net of fees
(C$ 4.1% net) vs. 10.5% for the SP500 and 8.7% for the Russell 2000. For the period, volatility of the Alpha Fund was well
below major market index averages, with annualized daily volatility of 5.7% vs. 10.4% for the SP500 and 14.5% for the Russell
2000. For most of the year, returns were uncorrelated when compared to the SP500. Instead of being driven by the daily whims

of market participants, daily fund returns were the expression of what our stock picking generated on any given day.

As market returns were strong throughout 2013 we feel important to highlight the defensive nature of the Alpha Fund, and
would point to the negative downside captute of -8.7% by the Fund versus the S&P500. This measure means that on average, if
the market was down 1% the fund was up 0.08%. The attributes of low volatility, low correlation and negative downside capture,

should continue to serve our investors well in periods of market stress or dislocation.

Portfolio Positioning

Our positioning for the fourth quarter and full year varied only slightly, maintaining a mostly neutral positioning to the market
throughout the year and focusing on strong stock selection instead of market timing. Only at the end of December did we
decrease our net exposure to —5.7% as we were getting increasingly worried about consumer data. Our Alpha Long exposure
remained mostly constant in the mid 60’s as we sold profitable investments and were able to find replacements with good upside
potential. This process is getting harder as the market enters its 5th year of the current bull market. Profitable short investment
were challenging to hold as markets continued their march upwards. We will strive in 2014 to teplace a portion of our hedges

with potential Alpha Shorts in search for positive absolute returns.

Strategy Breakdown Market and Beta Exposure
Sep-30 Q4 Avg. Dec-31 YTD Avg. Sep-30 Q4 Avg. Dec-31 YTD Avg.
Pair Trade 2.5% 3.3% 0.0% 8.6% Gross Long 0664% 67.3% 634% 63.8%
Hedge 51.7% 56.0% 56.6% 46.5% Gross Short 66.6%)  (691%)  (69.1%) (65.7%)
Alpha Long 66.1% 654% 634% 59.1% Net 0.1%) (1.9%) (5.7%) (1.9%)
Alpha Short 12.7% 11.8% 12.4% 15.4% Total Gross 133.0%  1364%  1324% 129.6%
Net Raw Beta 0.09 0.02 0.02 0.07
Positions (Period End) and Returns by Market Cap Market Cap Breakdown (Period End)
# of Longs # of Shorts| Total Q4 2013
2.2% 13.1%
< 250M 3 0 3 0.1%) 2.3% ) < 250M
250 to 500M 9 0 9 1.3% 6.4% 16.8% = 250M to 500M
56.6%
500M to 1B 12 2 14 1.9% 8.1% ’ 500M to 1B
33.0% B to 10B
1B to 10B 12 13 25 4.5% 10.2% 1B to
> 10B 4 2 6 13% 2.4% u>10B
, » 10.7% Funds/ETF
ETF Hedges 0 4 4 B:4%) (11.5%) Total Gross Exposure =132.4%
Total 40 21 61 5.5% 17.7%
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Strategy Gross Attribution

Q1 Q2 Q3 Q4 2013
Pai Trade 06% (0.1%) 0.1% 04% 10%
Hedge @m0 | 04%) Gy | 3w | a1s5%)
AlphaLong | 61% 48% 109% 84% 337%
AlphaShort | 04%) | ©s8w | (2w 02% .2%)

Quarterly Portfolio Attribution

During the quarter, 25 individual names contributed more than
10bps to overall return, with 5 of these being new positions initiated
during the period. The quarter saw strong contribution from some of
our higher conviction position with 4 names contributing over 75bps

each to total return.

The Alpha long book had a strong quatter returning 8.4% gross on

an average gross exposure of 65.4%. More impressively, the Alpha Short book was profitable, in a market that was up over 10%,

returning 0.2% gross on an average gross exposure of 11.8%. Our hedges again outperformed the market losing only 3.3% on

gross exposure of 56% and finally our Pair Trades contributed 0.4% in the quarter.

Net Exposure

Sep-30 Q4 Avg. Dec-31

Cons. Discr. (4.5%) (4.2%) (4.9%)
Cons. Staples (2.8%) (3.4%) (2.4%)
Energy 1.6% 0.1% (1.3%)
Financials 1.6% 2.3% 0.3%

Health Care 0.7%) (2.4%) (3.7%)
Industrials (2.9%) (3.2%) (2.5%)
T 2.7% 6.1% 7.6%

Materials 5.6% 3.5% 1.9%

Telecom. 0.1%) 0.1%) (0.2%)
Utlides 0.6%) (0.5%) 0.6%)

Sector Gross Attribution

October November December Q4 2013
Cons. Discr. 0.8% (0.3%) 0.3% 0.8% 54%
Cons. Staples (0.0%) 0.1% 0.0% 0.1% (0.1%)
Energy 32% (0.3%) 0.2%) 2.6% 24%
Financials 0.8% (0.4%) 0.2% 0.5% 2.2%
Health Care 0.3% 0.1%) (0.0%) 0.2% 0.9%
Industrials 0.6% 0.4% 0.2%) 0.8% 2.9%
T (0.6%) (0.0%) 0.4% (0.3%) 1.4%
Materials 0.7% 0.2%) 0.3% 0.7% 1.7%
Telecom. 0.0%) (0.0%) (0.0%) (0.0%) 0.0%
Utlides (0.0%) (0.0%) 0.0%) 0.0%) 0.1%)

The major contributors to fourth quarter performance were the Energy Sector adding 2.6%, the Consumer Discretionary Sector

and the Industrials sector that both added 0.8% to gross returns.

Energy

While the fund maintained a neutral posture in Energy duting the quarter, 4 of our top 10 contributors originated from this

sector. The position contributing the most was Clayton Williams Energy with +208bps (CWEI). We had closely followed the

stock for several years before investing as our research indicated strong conservatism by the management team and poor

coverage which lead the street to misunderstand the company’s very large acreage position in the Permian and Eagleford shale oil

area. We continue to like the company going forward and it remains a top 10 holding in the Alpha Fund.

Our biggest loss in the quarter came from Goodrich Petroleum which lost 80 bps (net of hedge positions). This higher

conviction name had a sharp sell-off when one of their wells encountered some mechanical difficulties causing a knee jerk

teaction by investors. Our stop loss process prompted us to cut the position by 1/3. We remain confident in its long term

prospects despite the sell-off.
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Consumer Discretionary

Despite our conservative positioning arising from expectations of a difficult consumer environment, the sector was our 2nd best
during the quarter. Our net exposure levels in the sector remained negative throughout Q4, beginning and ending in the mid 4%
range. While our security selection was very strong in Q4, the negative positioning was incorrect with the sector performing
strongly. It did however serve us well so far in Q1 2014 as the consumer sector is the worst performing sector so far in the new

year.

Our best performing stock contributing +122bps to the total return was Apollo Education, a for profit education company
operating primarily in the U.S. as well as internationally. We had extensive involvement in the for profit education space in 2008
and 2009 and know the group very well. We got re-involved in the name at the end of 2012 as we felt that fundamentals were
bottoming. Apollo had significantly improved and streamlined the organization and valuation was very compelling at 2 times
EBITDA. We felt that as soon as the market got comfort that fundamentals had bottomed, it would re-value the stock higher.
We have recently reduced its size to 2% post the significant rally in the stock. We continue to like the stock today and, although

it is more reasonably valued at this point, we believe it would need to see enrollments improve for the next leg higher.

1st Quarter 2014 Outlook

Heading into 2014, we are maintaining a neutral exposure to the market. Our most recent bottom up research, where we talk to
many companies and peers on a daily basis, pointed to a slight slowdown in consumer economic data between November and
January. While this slowdown could be entirely related to the recent cold weather in the United States and Canada, the large
increase in equity valuations and the start of the tightening by the Fed could further increase the volatility of the markets.
Although we do not currently see the benefits of adding to our market exposure at this point, we may use any sudden increase in
volatility to add to core positions or enter into new ideas offering good return prospects. Thus far, our neutral posture has served

us well given the rocky start to most equity indices in 2014.

In 2014 we will continue to build on what we have best accomplished so far: attempting to isolate our stock picking process on

the long and short side while neutralizing as many market and factor specific risks to the overall portfolio as possible.

Thank you for your confidence,

Formula Growth
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Performance figures reported represent the US$ performance of the Formula Growth Alpha II Fund L.P. (the “Fund”) and are based on an investment in
the Fund made on January 1, 2012, the date of the Strategy’s inception. Gross performance figures are presented after reduction for any investment and fund
accounting related expenses, net interest, other expenses and the reinvestment of dividends, and include any gains or losses from "new issue" securities. Per
the Fund’s High Water Mark provisions, net performance figures take into account a 1% Management Fee and a 20% incentive allocation. Performance
results for particular investors may vary from the performance stated herein as a result of, among other things, the timing of their investment(s) in the Fund,

different management and incentive allocation terms and the respective investor's eligibility to participate in "new issue" securities.

Performance attribution figures reflect summations of the respective profits and losses divided by the average of the beginning and end of month total gross
Fund assets, and are not inclusive of expenses, management and incentive fees/allocations. Other income/expense items such as stock lending fees, interest
income/expense, dividend income/expense, administrative fees and other portfolio related fees may or may not be included. Performance attributions

should be considered approximations and are calculated to the best of our knowledge.
Beta is calculated by Formula Growth Ltd. using the Bloomberg system and is the trailing 6 months daily returns versus the S&P 500 unadjusted (raw).

Exposure represents the market value of all equity securities and single-equity-backed instruments (i.e. derivatives) as of the date of this statement. Exposure

numbers exclude currency hedges.

Sector and industry classifications are determined by Formula Growth Ltd. using available sources such as Bloomberg. Exposures based on these figures

should be considered as approximations and are calculated to the best of our knowledge.

Market Capitalization represents the relative market capitalization of long and short positions on a U.S. dollar adjusted basis using available sources such as

Bloomberg. Exposures based on these figures should be considered as approximations and are calculated to the best of our knowledge.

All performance figures contained herein are unaudited estimates and subject to change. Certain information contained herein may have been provided by

third party sources, and, although believed to be reliable, has not been independently verified and cannot be guaranteed.

Formula Growth Ltd. serves as the investment manager for the Fund. Investors should consult the Offering Memorandum (the “Memoranda”), which is
available upon request, for more information on the investment strategy, complete disclosures and the terms and conditions relating to an investment in

each Fund.

Any investment in the Fund is speculative and involves substantial risk, including the risk of losing all or substantially all of such investment. No representa-
tion is made that the Fund will or is likely to achieve their objectives, that any investor will or is likely to achieve results comparable to the estimated perfor-

mance shown, will make any profit at all or will be able to avoid incurring substantial losses. Past performance is not necessarily indicative of future results.
Performance estimates are presented only as of the date referenced above and may have changed materially since such date.

The Fund has monthly liquidity provisions for redemptions and subscriptions. There is no secondary market for the interests in the Fund and none is ex-

pected to develop. There are restrictions on transferring interests in the Fund. Formula Growth Ltd. has total trading authority of assets within the Fund.

The Fund’s high fees and expenses may offset its trading profits. The fact that Formula Growth Ltd. is eligible to receive an incentive fee or allocation may
create an incentive to make investments on behalf of the Fund that ate riskier or more speculative than would be the case in the absence of such priority

allocation of profits.

The Fund may be denominated in a currency that is not the currency of your own jurisdiction and thus may be subject to any fluctuation in exchange rates
between your investment in the Fund and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income

return of your investment.
The Fund is subject to conflicts of interest. Please review the "Risk Factors" and "Conflicts of Interest" sections in the Memoranda.

This document is intended only for the person to whom it has been delivered by Formula Growth Ltd. This document is provided for informational purpos-
es only, may not contain certain material information about the Fund, and is not an offer to sell or a solicitation of an offer to buy any interest or shares in
the Fund. Any investment decision in connection with the Funds should be made based on the information contained in the Memoranda. This document is
the property of Formula Growth ltd., is strictly confidential and may not be reproduced or redistributed nor may any of its contents be disclosed to any
other person under any circumstances. This document is not intended to be, nor should it be construed as, financial, legal, tax, accounting or investment

advice or recommendations.
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