TRANSITIONAL FUNDING PARTNERS LP

601 Carlson Parkway
Suite 1125
Minnetonka, MN 55305
(952-847-2450)

April 20, 2017

Dear Investor:

Transitional Funding Partners L.P. (the “Fund”),m/aged by its general partner TF Managers LLC,
recorded a net of fees gain, including accruedeasteof 10.25% for the first quarter of 2017. eT¥et
Asset Value of the Fund was approximately $20.Tionilas of April 1, 2017. Performance this quarte
was enhanced by a one-time gain from liquidatioa dfstressed loan we purchased in March 2016. As
always, this is good news and bad news. The gewad s the strong returns generated by this negdtia
payoff. The bad news is we now have more cashitwest in an environment that is short of attkecti
investments.

Enclosed please find your Limited Partner Staterfarthe first quarter of 2017 issued by Alternativ
Strategy Advisers LLC (*“ASA”) in its capacity asrathistrator of the Fund. Limited Partners who hawge
requested should have received an electronic veddithe enclosed statement via email. Any investo
who did not receive either his/her statement ed@atally should contact ASA immediately to corréus
problem.

The Lending Environment

According to Jamie Dimon in his annual shareholeger, a combination of excess regulation, stnirige
capital requirements, and a poorly functioning mage industry are all reducing lending to worthy
borrowers. Further, if this additional lending wérappening, it could increase economic growthrey o
percent or more per year. He goes on to obsee/®liowing:

“I would like to focus on how liquidity policies miehave impacted the effectiveness of monetary
policy and lending. The chart on page(&&% below) shows bank loans vs. bank deposits from
2006 to 2016. During the last several decadeqgiispand loans were mostly balanced. You can
see that stopped being true after the start ofjteéat Recession. Today, loans are approximately
$2 trillion less than deposits.

Many factors may influence this scenario, but tfeeetwo arguments at the bookends about why
this happened:

* There was simply not enough loan demand due tov&giowing economy
» The new liquidity rules require banks to hold apjoraately $2 trillion at the Federal
Reserve, whether or not there is loan demand.”
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The obvious question is, which is it? As he rigitbints out, the two are at opposite extremescieatly
have very different implications for policy and eomic activity going forward. If the issue is rstough
loan demand because of a slow economy, even thoogky has cost almost nothing for nearly a decade,
this implies there may be other structural factdrglay — excess debt overhang, poor demograpskiis,
deficits, etc. — which may not be solvable withwemtional monetary policy and may have very litdedo
with the capital or regulatory burdens on banksmplies permanently slower growth and the pofigjbi

of very cheap money for a long time without meafuhgffects on goods and services inflation, though
asset inflation would likely emerge and producea threat to financial stability.

Conversely, if slow loan growth is purely a resfltegulatory missteps, as Dimon would like to sesjg
because it benefits the bottom line of his bandt sould get fixed by President Trump and/or tbeé iR
the first six months of the new administration &meleconomy should be off to the races (as masasts
to be anticipating). It would be nice if it weteat simple!

Our inclination is that the former is more likehetcase and that sustaining growth in loans, meuapply,
and thus the economy may be a struggle over thiedeeade or two. This may be further complicated b
distortions in asset markets resulting from exeedgieasy policy which could serve to add volatitib an
already flatter trend line. While the Fed’s blahtmlance sheet certainly makes historical compasis
suspect, velocity of money does seem to confirsltdmnger term trend.
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As always, our task is to try and boil these latgemds down to how they impact the Fund and itemgal
opportunity set. Our feeling is that in recentrgealmost anyone with a pulse, and an idea thderasen
a modicum of sense, could get a loan, i.e. moneybban extremely easy. What makes the current
position of the economy so precarious is that eviém essentially free money and bloated CentralkBan
balance sheets, the only thing keeping financiatidmns “easy” is extremely elevated equity — areld
also say commercial real estate — prices (see Bleoyis Financial Conditions Index below).
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This is very likely unsustainable and makes ourdificult: Money is very easy, so nearly anyoraa get
a loan at an attractive price. To make matterseidhe assets supporting these loans are almtainbe
inflated substantially and in the next negativedlitreycle are likely to drop significantly in valud-inding
situations where you get fully compensated for vi$lile also maintaining acceptable LTVs and reialist
asset valuations is becoming increasingly difficdthis certainly means slow growth for the Funtlluhe
environment changes.

Portfolio Composition

We made one loan in Q1 and negotiated a very fal®ayoff of the Willistom Apartments loan thatha
been in forbearance. This payoff generated thie dfuthe Fund’s outsized returns for the quartés.
implied above, we are seeing more existing borrewsauggling with liquidity and/or prospective
borrowers with increasingly ‘hairy’ collateral fproposed loans. Nonetheless, we continue to iy an
separate the wheat from the chaff in order to kkeg-und’s capital deployed. The following are lihens
in portfolio at quarter end:

) First lien on four condominium units in NW Washiogt DC. The redevelopment of the property
is completed and the final certificate of occupaacgquivalent from DCRA is imminent. At that
point, our borrower can execute contracts to kellunits and we will be paid from proceeds at
closing. While there is a seven month interestaputae on this loan, it is likely most or all of it
will be prepaid before then. The loan was origadaby TFP in February 2017.

Loan Balance: $2,000,000
Annual mortgage rate: 14%
Maturity: 02/03/2017



Payment: Monthly after initial six month period
Prepayment penalty: Seven months of interest nuimim
Funds in escrow: $165,700

Status: Performing

Default rate: 20%

1)) First lien on three parcels of land, one in Hud&®hand two in Grand Forks, ND. The parcel in
Hudson is being developed into a Holiday Inn Expregh an (existing) convention facility next
door. The two lots in Grand Forks are highly desie locations suitable for medical building
development. The loan was originated by TFP inévaver 2016.

Loan Balance: $1,550,000

Annual mortgage rate: 12% of gross loan balandgeaints upfront
Maturity: 11/15/2017

Payment: Monthly

Prepayment penalty: NA — Full 12 months interest dt payoff

Funds in escrow: $26,000

Status: Performing

Default rate: 20%

1)) First lien on a 67 unit apartment building andreigidential row houses in Baltimore, MD. Second
lien on a five unit multi-family building and a conercial office building also in Baltimore, MD.
TFP also holds a UCC-1 on all LLC personal propdhtg pledge of the member interest and a
pledge of cash held in a 1031 Exchange accoung.|ddn was originated by TFP in June 2016.

Loan Balance: $2,088,000

Annual mortgage rate: 14% of gross loan balance
Maturity: 7/1/2017

Payment: Monthly after initial ten month period
Prepayment penalty: 10 months of interest minimum
Funds in escrow: $43,000

Status: Performing

Default rate: 19%

V) First lien on a 5.61 acre residential property aomnihg a 2,935 sq. ft. home plus guest house being
remodeled in Greenwich, CT. The loan was origithdte TFP in December 2015.

Loan Balance: $1,800,000 (initially $1,050,000lasimg with the remaining $750,000
now fully disbursed)

Annual mortgage rate: 14%

Maturity: 12/18/16 extended to 6/30/17

Payment: Quarterly

Prepayment penalty: NA

Funds in escrow: NA

Status: Performing

Default rate: 20%

V) First lien on a 7,484 sq. ft. home in NW, WashimgixC. The loan was originated by TFP in

December 2015.
Loan Balance: $2,000,000
Annual mortgage rate: 14%
Maturity: 12/23/16
Payment: Monthly after initial six month periocii ended)
Prepayment penalty: NA
Funds in escrow: $25,000
Status: Default - Forbearance
Default rate: 20%

VI) US Government contract factoring — Discount facipiof US government contracts. Returns have

averaged over 20% annually. Current exposure 0888 monthly/running.

Real Estate Owned: NA



Individual Credit Review

)] The borrower’s previous loan matured a few mon#fsie she could get the condo units sold.
This was arguably a case of being in the rightgktcthe right time for the Fund. The previous
lender needed his money back to close another gseclso this borrower needed funds relatively
quickly. We have no concerns about the collatefdlis will likely just be a timing question, i.e.
when do we get paid, which is largely in the hapidhe planning and zoning staff at Washington
DC DCRA.

) We are waiting for the developer to secure his ttan8on financing, which will be used to pay us
off and then break ground on the hotel projecte Weather is now conducive to construction, so
we anticipate this should happen in the spring-sanperiod.

1) Development of the main property supporting thémlas ongoing with the occupancy rate now
more than sufficient to cover debt service. Thedwer is working on a refinance into longer-
term construction and then permanent financingpay us. This is anticipated in the next month.
We will see how that evolves.

\)) The borrower is finishing development of the homesix month extension was granted for
additional compensation to the Fund. The borrds/baving some liquidity issues at present,
though we anticipate the debt will be servicedtigtoJune 30. We may agree to extend again if
the loan remains current, though a refinance @risalso likely. Alternatively, we estimate there
is a slightly higher chance of a foreclosure proosg

V) The loan is now in default and accruing at the 2i#fawult rate. We are very comfortable with the
collateral, which is one of the best locations iashington DC. We have agreed to forebear until
next month, at which time the property either ndedse under contract or we will move to
foreclose.

Vi) This activity is becoming increasingly disappoigtinThe returns are fine, but it is not big enough
to move the needle. The silver lining is thasiaifairly low maintenance activity for us, so we
continue to engage with our partner here with thgetthat volume will grow. On a side note, it
has been interesting to observe the degree to vgbicte federal agencies have almost completely
shut down over the transition period. They nowrsé® be mostly up-and-running again, but it
was surprising to see that the payment functioasaemingly not all done by career civil servants.

Supply Pipeline and Outlook

Unfortunately, very little in our pipeline convedtéto a loan in Q1. | won't look for ways to rats my
commentary in the opening section of this lettet,will simply say we are seeing lots of chaff arud

much wheat! We will remain relatively cautious,vee are positioned to be much more aggressive when
the next negative credit cycle hits.

Thank you for your support of Transitional FundiPgrtners L.P. and Alternative Strategy Advisers LLC
2016 was a solid year for the Fund and 2017 isoodf very strong start. We are pleased to have akle
to harvest one of the ‘kickers,’ i.e. one-time talpjains, we have asserted was possible peridgical
We'll now need to find a good home for that capitedmptly so it is not a drag on performance. eaBé
feel free to call any of us here at ASA if you ¢iners you know have questions about the Fund otdvou
like to discuss current opportunities or our inwgsht management services.

Sincerely,

/sl Rob Albright
Managing Member
TF Managers LLC



Privacy Policy Notice

Under rules of the Securities and Exchange Comarissi other regulatory bodies, financial institaso
like Alternative Strategy Advisers LLC (ASA) and iaffiliated entitiesare required to provide privacy
policy notices to their clients. We believe thabtpcting the privacy of your nonpublic personal
information is of the utmost importance, and we acenmitted to maintaining the privacy of your
nonpublic personal information in our possessiosiréquired by the rules, we are providing you whi
following information.

We collect nonpublic personal information about yiaum the following sources:

* Information we receive from you on managed accagntements or fund subscription documents
and related forms (for example, name, addressaB8eturity number, birth date, assets, income,
and investment experience); and

* Information about your transactions with us (foaele, account activity and balances).

We do not disclose any nonpublic personal inforamatibout our customers or former customers to ayon
other than in connection with the administratiomggessing and servicing of customer accounts @uto
accountants, attorneys and auditors or as othepeigaitted or required by law.

We restrict access to nonpublic personal infornrmtibout you to our personnel who need to know that
information in order to provide products or sergic® you. We maintain physical, electronic and
procedural controls in keeping with federal stadddo safeguard your nonpublic personal information

"Affiliated entities include ASA Tax Advantaged RiVe Value Fund L.P., ASA Tax Advantaged Advisotsd,
ASA Municipal Convergence Fund L.P., ASA ConvergeRartners LLC, Enhanced Municipal Managers LLCAAS
Managed Account Managers LLC, Transitional Fundtagtners LP, TF Managers LLC, and Occum Partnefs. LL



