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CFTC NOTICE

BEAR STEARNS ASSET MANAGEMENT INC. IS EXEMPT FROM, AND MAY NOT MAINTAIN,
REGISTRATION WITH THE COMMODITY FUTURES TRADING COMMISSION (“COMMISSION”)
AS A COMMODITY POOL OPERATOR AND THEREFORE, UNLIKE A NON-EXEMPT COMMODITY
POOL OPERATOR, IS NOT REQUIRED TO DELIVER A DISCLOSURE DOCUMEN

CERTIFIED ANNUAL REPORT TO PARTICIPANTS IN THE POOL. THE POOL IS QP
PURSUANT TO THE FOLLOWING CRITERIA: (I) INTERESTS IN THE POOL ARE EX
REGISTRATION UNDER THE SECURITIES ACT, AND SUCH INTERESTS MAY NO!
AND SOLD THROUGH A PUBLIC OFFERING IN THE UNITED STATES; AND

“ACCREDITED INVESTOR”, AS THAT TERM IS DEFINED IN 17 C.F.R
(A)(7) AND (A)(8).

NOTICES TO ALL INVESTORS

INTERESTS ARE SPECULATIVE AND INVOLVE A SUBSTANTIAL RISK OF LOSS, INCLUDING THE
POSSIBILITY OF THE TOTAL LOSS OF AN INVESTMEN TH :REIN. CONSEQUENTLY, THEY
ARE AVAILABLE ONLY TO PERSONS WILLING AND ABLE TQ BEAR SUCH RISK. SEE “CERTAIN
RISK FACTORS”. A  PROSPECTIVE INVEST( SHOUED CAREFULLY READ THIS
MEMORANDUM TO EVALUATE THE RISKS INVOLVED IN LIGHT OF SUCH INVESTOR’S
INVESTMENT OBJECTIVES AND FINANCIAL RESOURCES.

THE INTERESTS ARE NOT INSURED OR TEED BY THE UNITED STATES FEDERAL
DEPOSIT INSURANCE CORPORATION O] Y“OTHER GOVERNMENTAL AGENCY. THE
INTERESTS ARE NOT DEPOSITS OR#OTHER: OBLIGATIONS OF ANY BANK OR OTHER
FINANCIAL INSTITUTION, AND ARE ! GUARANTEED BY ANY BANK OR OTHER FINANCIAL
INSTITUTION. THE INTERESTS A Sy JECT TO INVESTMENT RISKS, INCLUDING THE
POSSIBLE LOSS OF THE ENTIRE J

RICTIONS ON TRANSFERABILITY AND RESALE AND
OLD EXCEPT AS PERMITTED UNDER THE SECURITIES
CURITIES LAWS, PURSUANT TO REGISTRATION OR
ADDITION, INTERESTS ARE NOT TRANSFERABLE WITHOUT

Y AUTHORIZED BY THE GENERAL PARTNER OR AN APPROVED PLACEMENT
EFIT OF PERSONS INTERESTED IN THE PROPOSED SALE OF INTERESTS, AND ANY
DUCTION OF THIS MEMORANDUM, IN WHOLE OR IN PART, OR THE DIVULGENCE OF
ANY=OF ITS CONTENTS WITHOUT THE PRIOR WRITTEN CONSENT OF THE GENERAL
PARTNER IS PROHIBITED. ANY CONTRARY ACTION MAY PLACE THE PERSON OR PERSONS
TAKING SUCH ACTION IN VIOLATION OF STATE AND FEDERAL SECURITIES LAWS. THE
OFFEREE AGREES TO RETURN THIS MEMORANDUM TO THE GENERAL PARTNER UPON
REQUEST.
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DURING THE COURSE OF THIS OFFERING AND PRIOR TO SALE, EACH OFFEREE OF
INTERESTS AND ITS OFFEREE REPRESENTATIVE(S), IF ANY, ARE INVITED TO QUESTION THE
GENERAL PARTNER CONCERNING THE TERMS AND CONDITIONS OF THE OFFERING AND TO
OBTAIN ADDITIONAL INFORMATION, TO THE EXTENT THE GENERAL PARTNER HAS SUCH
INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE EXPENSE OR EFFORT,

INFORMATION HEREIN IS CORRECT AS OF ANY DATE SUBSEQUENT TO T
COVER HEREOF.

MEMORANDUM
ONSULT WITH
CONSEQUENCES
OF AN INVESTMENT

AS LEGAL OR TAX ADVICE.
PROFESSIONAL ADVISERS AS TO LEGAL, TAX, ACCOUNTING AN
OF AN INVESTMENT IN THE PARTNERSHIP AND AS TO THE SHIT

EXCEPT AS EXPRESSLY CONTEMPLATED BY THIS MEMORANDUM, NO PERSON HAS BEEN
AUTHORIZED TO GIVE ANY INFORMATION OR T KE ANY REPRESENTATION OTHER

AND, IF GIVEN OR MADE, SUCH INFORMATION
UPON AS HAVING BEEN AUTHORIZED.

NOTWITHSTANDING ANYTHING TO THE NTRARY IN THIS MEMORANDUM, A
PROSPECTIVE INVESTOR (AND EACH EMP EE; REPRESENTATIVE OR OTHER AGENT OF A
PROSPECTIVE INVESTOR) MAY DISCLOS! ; AND ALL PERSONS, WITHOUT LIMITATION
OF ANY KIND, THE TAX TREATMENT_. AND. TAX STRUCTURE OF THE TRANSACTIONS
DESCRIBED IN THIS MEMORANDUM “Al ALL MATERIALS OF ANY KIND THAT ARE
PROVIDED TO THE PROSPECTIVE. INVESTOR RELATING TO SUCH TAX TREATMENT AND TAX
STRUCTURE (AS SUCH TERMS ARE_DEFINED IN TREASURY REGULATION SECTION 1.6011-4).
THIS AUTHORIZATION OF T3 CLOSURE IS RETROACTIVELY EFFECTIVE TO THE
COMMENCEMENT OF DISCUSSI( ITH PROSPECTIVE INVESTORS.

THIS MEMORANDUM CONTAINS A FAIR SUMMARY OF THE MATERIAL TERMS OF THE
INFORMATION PURPO! D TO BE SUMMARIZED HEREIN; HOWEVER, THIS IS A SUMMARY
ONLY AND DOES NO PORT TO BE COMPLETE. ACCORDINGLY, REFERENCE IS MADE TO
THE AMENDED AN ATED LIMITED PARTNERSHIP AGREEMENT OF THE PARTNERSHIP
(THE “PARTNER: \ EMENT”) AND THE OTHER AGREEMENTS, DOCUMENTS, STATUTES
‘ EFERRED TO HEREIN FOR THE EXACT TERMS OF SUCH PARTNERSHIP
JYTHER AGREEMENTS, DOCUMENTS, STATUTES AND REGULATIONS.
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SPECIAL NOTICE TO FLORIDA INVESTORS

IF THE INVESTOR IS NOT A BANK, A TRUST COMPANY, A SAVINGS
INSTITUTION, AN INSURANCE COMPANY, A DEALER, AN INVESTMENT
COMPANY AS DEFINED IN THE INVESTMENT COMPANY ACT OF 1940, AS
AMENDED, A PENSION OR PROFIT-SHARING TRUST, OR A QUALIF

ACT), THE INVESTOR ACKNOWLEDGES THAT ANY SALE OF AN INTEREST T
THE INVESTOR IS VOIDABLE BY THE INVESTOR EITHER WITHIN THREE
AFTER THE FIRST TENDER OF CONSIDERATION IS MADE BY THE INVEST
THE ISSUER, OR AN AGENT OF THE ISSUER, OR WITHIN THREE DAYS
THE AVAILABILITY OF THAT PRIVILEGE IS COMMUNICATED:: T
INVESTOR, WHICHEVER OCCURS LATER. :
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INTRODUCTION

Bear Stearns High-Grade Structured Credit Strategies Enhanced Leverage Fund, L.P. is a Delaware limited
partnership (the “Partnership”) formed on June 9, 2006. The primary objective of the Partnership is to seek high
current income and capital appreciation relative to LIBOR. There can be no assurance that the Partn will
achieve this objective or that substantial losses will not be incurred. Bear Stearns Asset Managem
corporation formed under the laws of the State of New York (“BSAM” or the “General Partner”)
general partner of the Partnership. BSAM also serves as the investment manager (in such capacity, the

of Bear, Stearns & Co. Inc. (“Bear Stearns”), a broker-dealer subsidiary ot BSC, and of ]
Corp., the Partnership’s prime broker and wholly-owned subsidiary of BSC. All investi

Cioffi, Mr. Matthew Tannin and Mr. Ray MocGarrigal are primarily
Manager’s investments for the Master Fund. The Master Fund intends to
through leveraged investments in investment-grade structured finan
to seek investment opportunities beyond the structured finance ass

by means of the Master Fund’s purchase of the equity securitigs®
(such as collateralized debt obligations “CDOs”) that inv

ged or unleveraged basis, primarily in
ster Fund will make investments in other

(“MBSs”) and global structured asset securitization:
risk) in both the traditional “cash” market and th
various derivatives, including primarily creditzde

currencies. The Master Fund will generally
10 to 1, though the General Partner may |
positions may be financed by various §
(which may be provided by Bear Sté:
have up to 2.75 times leveraged ¢
to be highly leveraged, the Partné:
rate than if leverage were notiised.

byior through an affiliate thereof) As the Partnership is expected to
the ‘Master Fund, and the Master Fund’s positions in turn are expected

While the Investment implement a combination of the investment strategies described herein, the

lio will vary as opportunities dictate, and it is not possible to predict the degree

manag d by SAM or its affiliates. The purpose of the Master Fund is to achieve trading and administrative
o additional fees are payable by the Partnership in connection with the Partnership’s investment in
ter Fund. The Partnership is responsible, as an investor in the Master Fund, for its pro rata share of the
Master, Fund’s operating and overhead expenses. Although investment and trading is currently anticipated to be
only at the Master Fund level, the General Partner may also trade at the Partnership level in the future. References
to the Partnership’s or the Master Fund’s investments and portfolio in this Memorandum refer to the combined
investments and portfolio ot the Partnership, the Master Fund and the Other Feeder Funds (as detined below) and
references to the General Partner or the Investment Manager and its investment strategy and operations refer to Bear
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Stearns Asset Management Inc., as both General Partner of the Partnership and investment manager of the Master
Fund, and its roles in connection with each respectively, unless the context suggests otherwise.

The Partnership offers suitable investors an opportunity to diversify a portion of the risk segments of their portfolios
into an investment field in which profits can be recognized in a vehicle providing limited liability and administrative
convenience.

There can be no assurance that the Partnership will achieve its investment objectives or avoid substantial 1
No investor should make an investment in the Partnership with the expectation of sheltering inc
cash distributions. Potential investors are urged to consult with their personal tax adviser;
any investment in the Partnership.
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SUMMARY OF PRINCIPAL TERMS

The following summary is qualified in its entirety by reference to the more detailed information included
elsewhere in this Confidential Private Placement Memorandum (the ‘“Memorandum”) and in the Partnership’s
Amended and Restated Limited Partnership Agreement (the “Partnership Agreement”). Capitalized terms used
but not defined herein have the meaning set forth in the Partnership Agreement.

THE PARTNERSHIP

THE PARTNERSHIP

THE MASTER FUND
future. The Partnership will invest subs
through the Leverage Instrument in a “m¢ ructure, conducting most if
not all of its investment and trading activitie y through an investment in
the Master Fund, a company forme.
Partnership and other entities managed SAM or its affiliates. From time to
time, other funds or investmen prbd it {lectively, the “Other Feeder Funds™)
may invest in the Master Fund: ™ ate hereof, such Other Feeder Funds
include Bear Stearns High-Grade S d Credit Strategies Enhanced Leverage
(Overseas) Ltd. (the “Offshaore Enhanced Leverage Feeder Fund™), an exempted
company incorporated he “laws of the Cayman Islands to facilitate
investment by no
substantially all of
similar to that 3

GENERAL PARTNER AND

INVESTMENT MANAGER York (the “General Partner” or “BSAM”), serves as the general

“Partnership and as the investment manager of each of the Master

BSAM also operates Bear Stearns High-Grade Structured Credit Strategies Master
Fung;, Limited (the “High-Grade Fund”), an investment vehicle which has an
stment strategy similar to that of the Master Fund, but is not subject to the
ame investment restrictions or considerations relating to the additional leverage
" provided under the Leverage Instrument. Accordingly, the investment portfolio and

strategies of the Master Fund may differ substantially from those of the High-

Grade Fund, and past performance of the High-Grade Fund or any of its feeder
funds is not necessarily indicative of the future performance of the Master Fund or
the Partnership.

INVESTMENT OBJECTIVE  The Partnership aims to seek (primarily through its investment in the Master Fund)
©OACH high current income and capital appreciation relative to LIBOR. The Partnership
intends to achieve its investment objective primarily through leveraged investments
in investment-grade structured finance securities, although the Partnership intends
to seek investment opportunities beyond the structured finance asset category. As
part of its strategy, the Partnership intends to gain exposure, on a non-recourse
leveraged basis, to investment-grade structured finance securities by means of the
Master Fund’s purchase of the equity securities and other securities issued by
structured vehicles (such as CDOs) that invest, on a leveraged or unleveraged basis,
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primarily in investment-grade structured finance securities (such as CDOs). There
can be no assurance that the Partnership will achieve its investment objective or
avoid substantial losses.

LEVERAGE INSTRUMENT  The Partnership will enter into an over-the-counter, total return sw.

Fund with a targeted leverage of 2.75 times the amount i
Partner may in its discretion reduce such leverage. The lev

PLACEMENT AGENTS

ADMINISTRATOR, the administrator, registrar and transfer agent of the
REGISTRAR AND and the Other Feeder Funds (the “Administrator”).
TRANSFER AGENT

RISKS in‘the Partnership is speculative and involves substantial risks and

orest. Interests are sultable only for investors who can afford to

THE OFFERING

THE OFFERING This Memorandum relates to an offering of limited partnership interests in the

* Partnership (the “Interests”). The Partnership will offer Interests generally as of the
opening of business of the first Business Day (as defined below) of each month or
on such other days as the General Partner, in its sole discretion, may allow (each, a
“Subscription Date”).

There is no limit on the total amount of subscriptions that may be accepted on
behalf of the Partnership.

The Partnership must receive at least $15,000,000 in subscriptions in order for the
Partnership to begin operations. If such minimum subscription is not made within
120 days of the date set forth on the cover page of this Memorandum, the offering
of Interests will be terminated and subscriptions cancelled.

It is expected that on the initial closing of the Partnership, substantially all of the
investments will be made by existing investors in Bear Stearns High-Grade
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Structured Credit Strategies, L.P. (the “U.S. High-Grade Fund”), an investment
vehicle which has an investment strategy similar to that of the Partnership, which
investments will be made, directly or indirectly in exchange for an in-kind
contribution of assets from the U.S. High-Grade Fund to the Partnership.

MINIMUM INVESTMENT  The minimum initial subscription amount for each new investor in the ]
is $1,000,000. The minimum additional investment is $500,000.

minimum subscription amounts in its sole discretion.

SUBSCRIPTION Prospective investors must complete and execute a subsg
PROCEDURE “Subscription Agreement”), which must be delivered to™

agreement (the
eneral Partner.

to the General Partner). All investors must also '
General Partner for the transmission of their sub

anigements with the
s two Business Days

attached hereto as Annex B.

ELIGIBLE INVESTORS The Partnership is conducting a pri
Securities Act of 1933 (the “Segiiri

defined under Secti
the General Partner

etion, Interests may not be purchased by persons
ersons who are exempt from U.S. federal income

AFFILIATED INVESTORS rtner or its principals or affiliates will initially invest at least
. in the Partnership. The General Partner, its principals and/or its
ay from time to time, directly or through other investment vehicles
one or more investment vehicles formed for the benefit of Bear Stearns
and its aftiliates), make additional investments in the Partnership and/or invest in
Offshore Enhanced Leverage Feeder Fund. The General Partner, its principals
and/or its affiliates are not required to maintain any investment in the Partnership or
“ the Offshore Enhanced Leverage Feeder Fund, and may withdraw its investment in
the Partnership at any time without notice to Limited Partners.

FEES. PROFIT SHARE. AND EXPENSES

The Master Fund will pay the expenses of organizing the Partnership, the Master
Fund and the Offshore Enhanced Leverage Feeder Fund and the initial offering of
Interests and shares of the Offshore Enhanced Leverage Feeder Fund. Such
expenses are being amortized on a straight-line basis over a period of not less than
60 months, beginning as of the commencement of operations of the Master Fund
unless the Master Fund Directors decide that some other amortization method shall
be applied. The Master Fund Directors believe that such amortization is more
equitable than requiring the initial investors of the Partnership and the Offshore
Enhanced Leverage Feeder Fund to bear all such organizational expenses as would
otherwise be required under generally accepted accounting principles (“GAAP”).
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The Partnership will bear, as an investor in the Master Fund, its pro rata share of
all such organizational expenses.

ADVISORY FEE The Partnership will pay to the General Partner an advisory fee (the “Advisory
Fee”) equal to 1/12 of 2.0% of the balance of each Limited Partner’s Capital
Account calculated as of the end of each calendar month (pro rated for p f
less than one month) prior to any accrual for or payment of any Ags g
allocation of Profit Share or withdrawal effected on such date (g
2.0% annual rate). The Advisory Fee is payable in arrears as

PROFIT SHARE

Partnership.

“Net New Income” in res

fit Share due to the General Partner from any

waive all or a po |
ive Net Income” in respect of a Limited Partner’s

Limited Partner

, charged against such Capital Account during the entire life of
o and including such date (without charging any of the General
ofit Share against such Capital Account). “High Water Mark” in
Limited Partner’s Capital Account as of a specified date means (1)

mtil after the first calculation of a positive Profit Share in respect of such
pital Account pursuant to the foregoing provisions and, thereafter, (2) the highest
nt of Cumulative Net Income previously calculated in respect of such Capital
Account in accordance with the foregoing provisions.

If a Profit Share is allocated to the General Partner in respect of a Limited Partner’s
Capital Account and a loss is subsequently charged to such Capital Account, the
General Partner is entitled to retain all Profit Shares previously allocated to it in
respect of that account. No subsequent Profit Share is allocable to the General
Partner in respect of such Capital Account until such loss has been made up. If a
withdrawal is made from a Capital Account at a time when there is a loss
carryforward for such Capital Account (i.e., Cumulative Net Income is below the
High Water Mark), then such loss carryforward shall be reduced in proportion to
the percentage of such Capital Account withdrawn.

OPERATIONAL The Partnership will bear its operational expenses, including (without limitation)
EXPENSES research expenses; legal fees; expenses of the continuous offering of Interests,
including the cost of producing and distributing offering memoranda and other
marketing materials; printing and mailing costs; filing fees and expenses;
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accounting, audit, and tax preparation expenses; computer software, licensing,
programming and operating expenses; data processing costs; consultant fees; tax,
litigation, and extraordinary expenses, if any; interest expenses (including interest
due to repurchase agreements and borrowing by the Partnership); insurance
expenses, custody fees, bank charges, brokerage commissions (including
trades); spreads and mark-ups on securities, swaps and forwards; short d
currency hedging costs, if any, and other investment and operating
addition, the Partnership will bear the costs associated with-
Instrument, including the accrual of a financing charge of 1-month ©SD T IBOR
plus up to 1.20% per annum, compounding monthly.

The Partnership will also bear, as an investor in the Master “rata share
of the Master Fund’s operational expenses, including, witho on, interest
expenses (including interest due to repurchase agreg and borrowing by the
Master Fund); insurance expenses, custody fees, bank'.gliarges, brokerage
commissions (including options trades); spreads and niark-ups on sccuritics, swaps
and forwards, short dividends, currency hedgiig “costs, arid other investment and
iges of the Administrator and
stment Manager and the

Partnership and the Master Fund, i
office expenses.

SELLING COMMISSION Bear, Stearns & Co. Inc. a atfiliates, to the extent they act as
be compensated by the General Partner

BROKERAGE

COMMISSIONS

ealer and the pI‘OVlSlOIl or payment (or rebate to the Master Fund
by such broker or dealer of the costs of research and brokerage
y'are of benefit to the Partnership, the Master Fund, the General
related investment vehicles and accounts. Bear, Stearns Securities

Master Fund and clear (generally on the basis of payment against delivery) the
Magter Fund’s securities transactions which are effected through other brokerage
s. BSSC or an affiliated entity or unit thereof (including Bear Stearns) may
also execute orders to the extent permitted by applicable regulations and receive
" commissions, fees and other compensation in connection therewith.  See
“Brokerage Practices” and “Conflicts of Interest”.

LIQUIDITY

Subject to the conditions and limitations described herein, (i) a Limited Partner
may, upon not less than 40 days’ prior written notice to the General Partner,
withdraw all or a portion of such Limited Partner’s Capital Account as of the last
Business Day of any calendar month, subject to a withdrawal fee of 2% of the
amount withdrawn unless such withdrawal fee is reduced or waived by the General
Partner in its sole discretion and (ii) a Limited Partner may, upon not less than 60
days’ prior written notice to the General Partner, withdraw all or a portion of such
Limited Partner’s Capital Account attributable to a capital contribution as of the last
Business Day of the twelfth month-end following such capital contribution and
every subsequent third month-end following the first year anniversary of such

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599478



capital contribution without being subject to any withdrawal fee (each such date, a
“Withdrawal Date”).

Partial withdrawals may not reduce a Limited Partner’s Capital Account to less than
the minimum investment of $1,000,000, unless such minimum is reduced
by the General Partner in its sole discretion.

apphcable withdrawal fee, and withdrawals will be deemed
earhest capital contnbutlon (as adjusted for changes in the d

assets required to fund the relevant withdrawals, incl
General Partner may reduce or waive such withdrawal fees
to the extent that it determines in its sole discretion i i

any Limited Partner
Partnership will not

disadvantaged by such reduction or waiv
no event be obligated to reduce or waivi
there are no such expenses.

The General Partner may permit;
other than a Withdrawal D
estimated Net Asset Values

s
¢eder Funds prior to its redemption request. Any unhonored portion of
awal request will remain invested in the Partnership, and will be deferred to
the next Withdrawal Date subject to the same limitation.

MANDATORY
WITHDRAWALS

) General Partner may compel a Limited Partner to withdraw entirely from the
Partnership, or to withdraw any portion of such Limited Partner’s Capital Account,
“at any time without notice, if the General Partner reasonably believes that such
Limited Partner subscribed for an Interest as a result of a misrepresentation or if
such Limited Partner’s continued participation in the Partnership would, in the
reasonable judgment of the General Partner, put the Partnership or the other
Limited Partners at a material tax, legal, regulatory, or pecuniary disadvantage
including, by way of example and not limitation: (i) causing the Partnership to be
required to be registered or regulated under the Company Act; (ii) causing the
Partnership to be an association or “publicly traded partnership” taxable as a
corporation for U.S. federal income tax purposes; (iii) causing the assets of the
Partnership to be deemed to be “plan assets” for purposes of the Employee
Retirement Income Security Act of 1974, as amended (“ERISA”) or Section 4975
of the Internal Revenue Code of 1986, as amended (the “Code”); (iv) causing the
Partnership to be registered under the Securities Exchange Act of 1934 (the
“Exchange Act”), or the offering of its Interests registered under the Securities Act;
(v) causing the General Partner to be required to be registered with the Commodity
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Futures Trading Commission (“CFTC”) as a “commodity pool operator” and
become a member of the National Futures Association (“NFA”) (if the General
Partner is not then so registered and/or such a member); (vi) causing a violation
under any law or any contractual provision to which the Partnership or its property
or the General Partner is subject; or (vii) causing the Partnership to be in violation

responsibilities of the Partnership or the General Partner.
foregoing, the General Partner may compel a Limited Partner t
from the Partnership, or to withdraw any portion of such Limite
Account, at any time upon 90 days’ prior written notice if
continued participation in the Partnership would, in the reas
General Partner, put the Partnership or the other Limi

terminate the participation of a Limited Partner durir
Petition as defined in the Partnership Agreem

PAYMENT OF CAPITAL

WITHDRAWALS days of the relevant Withdrawal Date. Hgweyer;’
Limited Partner, the General Partner will, after, applying all charges and credits
i Capital Account, cause the Partnership
 the withdrawal proceeds within 30
ie balance (based on unaudited data),
thdr: ng Date. The General Partner may waive the
foregoing hold-bac its sole and absolute discretion and permit the
withdrawal of any
DISTRIBUTIONS
ASSIGNMENTS Interests may not be transferred or pledged without the prior written consent of the

General Partner and compliance with applicable federal and state securities laws.
ransferee or pledgee may become a substitute Limited Partner without the
consent of the General Partner.

MISCELLANEOUS

Each of the Partnership and the Master Fund intends to be classified as a
partnership and not as an association taxable as a corporation for U.S. federal
income tax purposes. Accordingly, neither the Partnership nor the Master Fund
should be subject to U.S. federal income tax, and each Limited Partner will be
required to report on its own annual tax return such Limited Partner’s allocable
share of the Partnership’s taxable income or loss. See “Cerrain U.S. Federal
Income Tax Considerations”.

Because the Partnership does not intend to make distributions, to the extent that the
Partnership is successtul in its investment strategy, Limited Partners should expect
to incur tax liabilities from an investment in the Partnership that will not be covered
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by cash distributions with which to pay such liabilities.

LIMITED LIABILITY Limited Partners invest in the Partnership with limited liability and cannot lose
more than the amount of their investment and their share of the Partnership’s
profits.

REPORTS Limited Partners will receive monthly account statements, audited anny;
statements, and necessary federal tax information for the Partnership, <+

FISCAL YEAR END December 31.

BUSINESS DAY A day on which commercial banks and foreign exchange 1 ctile payments

other day as the General Partner may from time to ting
AUDITORS Deloitte & Touche.

LEGAL COUNSEL TO THE Sidley Austm LLP New York, New York si
GENERAL PARTNER izati

the future, but has not assumed any gb
Austin LLP may also advise the Gegncral Parm r in matters relating to the operatlon
of the Partnership — includ: thowt Jimitation, _on matters relating to its

estors must recognize that, as they have had no
tion process, the terms of the Partnership relating to
‘have not been negotiated at arm’s length.

operations.  Prospég
representation in

Timited to the specific matters as to which it is consulted by the
nd, therefore, there may exist facts or circumstances which could
the Pannershlp s (or the General Partner’s) financial condition or

which Sidley Austin LLP expressly disclaims any responsibility.

LEGAL COUNSEL TO.F Walkers, Walker House, Box 265, George Town, Cayman Islands, serves as
MASTER FUND yyman Islands counsel to the Master Fund.

TRREN NT NEEDS OR ONGOING FINANCIAL REQUIREMENTS. EACH PROSPECTIVE INVESTOR MUST
CARE ULLY ASSESS THE RISKS OF SECURITIES TRADING AND, PARTICULARLY, TRADING AND

STING IN COLLATERALIZED DEBT OBLIGATIONS BEFORE DETERMINING WHETHER TO
SUBSCRIBE FOR A LIMITED PARTNERSHIP INTEREST.
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THE INVESTMENT PROGRAM

Investment Objective

primarily through leveraged investments in investment-grade structured finance securities, although the
intends to seek investment opportunities beyond the structured finance asset category. The Mas 1
investments in CDOs and other structured finance assets, including ABSs, synthetic ABSsg;#
structured asset securitizations. The Master Fund will make investments (or otherwise taki
traditional “cash” market and the derivatives market. In addition, the Master Fund may inves
including primarily credit-default swaps, but also options, swaps, swaptions, futures aid forw
listed and over-the-counter) on various financial instruments, equity securities and ¢

Structure of the Partnership

The Partnership will invest substantially all of its assets synthetically thro
feeder” structure, conducting most if not all of its investment and trading ¢
in the Master Fund, a company formed to conduct trading activities o
managed by BSAM or its affiliates. The purpose of the Master ¥
efficiencies. The Partnership may, however, invest a portion of i

y ectly through an investment
half ofithe Partnership and other entities

repurchase markets. As the Partnership is expected to have
and the Master Fund’s positions in turn are expected to be hi

ly leveraged, the Partnership’s Net Asset Value may
increase or decrease at a greater rate than if leverage we :

ot UsS:

While the Master Fund’s investment objective ma
grade structured finance securities and other
strategy, to gain exposure, On a non-recour:
means of the Master Fund’s purchase of the
as CDOs) that invest, on a leveraged..or
securities (such as CDOs). Each such
Investment Manager or an affiliate the
with respect to a Repackaging V

Investment Strategy

Structured finance sec
of assets. The assets he
each of which hag
assets held by the'SPV.
tranche’s repas i

y to the interest and principal payments generated by the underlying assets. The Master
or securities issued by SPVs that are rated from AAA to AA- by Standard & Poor’s, from

and the associated borrowing costs. Additionally, to the extent that the Master Fund’s assets increase in value, the
Master Fund may realize capital appreciation.

As part of the Master Fund’s investment strategy, the Investment Manager intends, subject to market conditions and
other relevant factors, to invest up to 40% of the net asset value of the Master Fund, as measured at the time any
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investment is made, in equity tranches (or equivalent securities) of Repackaging Vehicles (the “Repackaging
Vehicle Junior Interests™), subject to the portfolio guidelines imposed by the Leverage Instrument, which may
restrict such holding to significantly less than 40%. The returns of Repackaging Vehicle Junior Interests will be
generated primarily from the cash flow performance of the investment-grade ABSs, investment-grade CDOs and
other investment-grade assets selected by the Investment Manager in its capacity as collateral mana,
Repackaging Vehicles (in such capacity, the “Repackaging Vehicle Collateral Manager”). The a
Repackaging Vehicle Collateral Manager to manage the assets of each Repackaging Vehicle will be resg

substantial portion of its assets in Repackaging Vehicle Junior Interests. Such an investment wi
be a direct investment in the Repackaging Vehicle Junior Interests for the purpose of de
limitations applicable to Repackaging Vehicle Junior Interests.

The equity securities issued by Repackaging Vehicles will generally not be secured

The Master Fund may also invest in other securities issued by a Repackagi
securities, including investment-grade debt securities (the “Repackag
“Repackaging Vehicle Junior Interests”, the “Repackaging Vehicle §
portion of the Repackaging Vehicle Securities held by the Ma
investment in a secondary Repackaging Vehicle, Rampart Fin;
under the laws of the Cayman Islands, for which BSAM a
investment managers. The shares of Rampart may be (but a

Notes”, together with the
- In addition, all or a substantial
may be held indirectly through an
“Rampart”), a company incorporated

0 be) registered under the Securities Act
uch shares will in fact be registered under

The operative documents of Rampart and the
Master Fund invests, and any operative
requirements imposed on the Master Fun

ipal flows on the CDO or structured finance securities owned by the Master Fund.
tion tools are used to quantify the likelihood of future payments on both the underlying
tructured finance vehicle as well as securities issued by the CDO or structured finance

f the Master Fund are intended to be generated primarily from the cash flow performance of the
selected by the Investment Manager. The performance of the Master Fund will be related to trends in the
creditzmarkets, but the Investment Manager believes the Master Fund will not be highly correlated to short-term
equity market returns. Additionally, the Master Fund intends to construct a portfolio that minimizes correlation with
short term movements in interest rates. To accomplish this goal the Master Fund will invest primarily in floating-
rate assets or fixed-rate assets with an interest rate hedge. It is the intention of the Investment Manager to hedge the
exposure of any assets to interest rate changes with interest rate swaps or by selling treasuries short. The Investment

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599483



Manager will attempt to keep the effective interest rate duration of the Master Fund’s investment porttfolio close to
Zero.

The primary focus of the Investment Manager will be to assess the credit risk inherent in every potential investment
and to monitor the credit risk of the investments held by the Master Fund. The objective of the analysis is to
determine how the frequency and severity of defaults of the underlying assets of each of the structured fin;

by the Master Fund is essentially a construct of a large and diversified collection of individual assets,:f"
monitor the performance of the underlying assets in a quantitative way. Unlike investments
income securities where the credit performance of the issue is binary (the bond is either curr
make interest and principal payments or it is in default) the credit performance of a structt
directly related to the observable cash flow characteristics of the underlying assets. In additici
substantially all ot the structured finance securities purchased by the Master Fund wil

_security is
anticipated that

levels, cause cash flow to be diverted away from the more junior structured finanée sec
securities held by the Master Fund.

The Master Fund may also enter into other transactions where the Master F
believe to be negatively correlated with the principal credit risk inherent ini
These investments are not hedges in the strict sense but the managers heli
investments serve to decrease the overall volatility of the Master Fund;

BSAM also operates Bear Stearns High-Grade Structured Credit

Fund?”), an investment vehicle which has an investment strateg
to the same investment restrictions or considerations rélating
Leverage Instrument. Accordingly, the investment portfolio. and: strategies of the Master Fund may differ
substantially from those of the High-Grade Fund, and
funds is not necessarily indicative of the future perfo,

Leverage Instrument

CONDITIONS, AND PERFORMANC HE:LEVERAGE INSTRUMENT MAY VARY. IN THE EVENT
THERE IS ANY INCONSISTENCY., BETWEEN THE DESCRIPTION CONTAINED HEREIN AND THE
TERMS AND CONDITIONS AS EVIDENCED BY ONE OR MORE

The Partnership will e an _gver-the-counter, total return swap (the “Leverage Instrument”) with Barclays
Bank PLC as counterp
Leverage Instrumg

untegparty” below.) The Partnership will pay the Leverage Instrument Counterparty an
lly all of the proceeds from the issuance of the Interests and will receive a return indexed
aster Fund with a targeted leverage of 2.75 times the amount invested. The General
n reduce such leverage. The leverage inherent in the Leverage Instruments will cause a

f leverage increases, the costs and risk of loss also increases and, accordingly, risks associated with
struments will be increased with respect to the Partnership.

; rifolio leverage provided by the Leverage Instrument is in addition to the leverage employed by the Master
Fundiin its investment strategy. Limited Partners will therefore be exposed to generally up to 2.75 times the Net
Leverage of the Master Fund (i.e., 27.5 times the net asset value of the Master Fund).

The Leverage Instrument provides for an accretion of the notional amount (effectively, a finance charge) equal to
the applicable 1-month USD LIBOR plus up to 1.20% per annum, compounding monthly, on the amount of leverage
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provided by the Leverage Instrument Counterparty. The Leverage Instrument is scheduled to terminate 3 years atter
its effective date, at which time, the Leverage Instrument Counterparty will pay to the Partnership the difference
between the value of the Partnership’s leveraged synthetic investment in the Master Fund and the notional amount,
which initially, is the amount of leverage provided by the Leverage Instrument Counterparty. The Leverage
Instrument Counterparty may also terminate the Leverage Instrument following the occurrence o
Termination Events, as defined and set forth in the Leverage Instrument. ‘
Leverage Instrument at any time upon giving notice to the Leverage Instrument Counterparty, as
Leverage Instrument. However, if the Partnership terminates the Leverage Instrument within 18 &
etfective date it will be subject to an early termination fee.

If the Leverage Instrument is terminated, the General Partner may invest the proceeds receive '

Following termination of the Leverage Instrument and prior to entering into an
Partnership may invest its assets directly in the Master Fund on an unleveraged basis.

with respect to their Interests. Any such agreement between the
Leverage Interest Counterparty will not entitle any other Limite
to its investment in the Partnership.

: Instrument Counterparty may terminate the
stment guidelines set forth in the Leverage Instrument
inmanaging the assets of the Master Fund, thereby

In addition, the Leverage Instrument provides that the
Leverage Instrument if the Master Fund breaches certairi
The Investment Manager intends to adhere to such gii
limiting its discretion. In certain instances, such ad
investment opportunities that the Investment Maga;

Partnership through the Leverage Instrument, the Master Fund itself will
borrow money to enable it seeurities whose market value exceeds 100% of the net asset value of the
Master Fund. As the Masté
capable of using leverage t
value of as much as ﬁftee
Manager, however;

market value of

ster Fund’s investments, excluding the Repackagmg Vehicle Junior Interests, less the
r Fund’s credit default swap hedges, adjusted for the duration of these hedges divided by
The

sactions. The Master Fund may also borrow money to facilitate redemptions or for other liquidity

will ‘Be entered into through a deposit agreement with one or more counterparties, pursuant to which the Master
Fund will deposit an amount with the relevant counterparty and direct all or a portion of such funds to be invested in
securities that are leveraged through the repo market. Dresdner Bank AG London Branch is the sole initial deposit
agreement counterparty.
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As mentioned above, the Master Fund will use credit-default swaps to hedge some of its credit exposure. A credit-
default swap is a derivative contract where one party (the protection buyer) pays an annual premium to another party
(the credit protection seller) in exchange for the right to receive a compensatory payment if a specified credit suffers
a default or credit event. Credit default swaps will be used by the Master Fund to hedge credit exposure. A
substantial portion of the Master Fund’s credit default swap hedges may be general portfolio hedges that.do not
hedge a specitic asset held by the Master Fund.

The Master Fund Wlll also use other instruments and strategles to hedge potentlal market vol 111ty These

Leverage of the Repackaging Vehicle Junior Interests

In addition to the leverage employed by the Master Fund in its direct investments in

being financed. If the market price of the assets being financed deterior:
post additional margin or, if sufficient margin is not available, ma;

er Fund may be required to
ulred 10 sell a financed position. This

¢ the assets of the Master Fund used to
secure the financing. The leverage inherent in the Repa Junior Interests, by contrast, may be
characterized as “non-mark-to-market” and “ non-recours¢

upon the deterioration of the market price of its assets;

The 1n1t1al Repackaging Vehicle
Vehicle is determined by, among other factors, the
kaging Vehicle. If the total par amount of assets

purchased by a Repackaging Vehicle were
Junior Interests, the result would be a Jg

portion of its investment portfolio that
Manager anticipates, however, that t

the Leverage Instrument s ain conditions, including the breach by the Master Fund of investment guidelines
set forth in the Leverage ment. The Investment Manager generally intends therefore (but is in no way
th such limitations, including limitations on the Master Fund’s exposure to Repackaging
imitations on the securities that the Master Fund may hold that are rated below AA by
or Aa2 by Moody’s and limitations on the Master Fund’s exposure to certain categories
d finance securities, including CDO Securities, ABS Securities and residential mortgage-backed
‘A, copy of the Leverage Instrument, including such limitations, will be made available to Limited
; spective investors upon request to the General Partner, subject to any confidentiality requirements
on the Partnership.

& of the portfolio guidelines imposed by the Leverage Instrument, the Master Fund intends to concentrate its
investments in the investment-grade classes of structured finance securities. For all investments (excluding
Repackaging Vehicle Junior Interests) the Master Fund has targeted a portfolio rating composition of approximately
90% structured finance securities rated from AAA to AA- by Standard & Poor’s, from Aaa to Aa2 by Moody’s or
from AAA to AA- by Fitch. The 10% balance of the portfolio (excluding Repackaging Vehicle Junior Interests)
may be rated below such ratings. The above percentages are target concentrations only. The Master Fund will not
be required to sell any security that is downgraded subsequent to its purchase by the Master Fund. It is anticipated
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that no more than 30% of the Master Fund’s Net Asset Value will be invested in Repackaging Vehicle Junior
Interests at the time any Repackaging Vehicle Junior Interest investment is made. The Repackaging Vehicle Junior
Interests will generally not be rated. The Investment Manager intends, however, to adhere to the porttolio
guidelines set forth in the Leverage Instrument in managing the assets of the Master Fund, thereby limiting its
discretion. In certain instances, such adherence may cause the Investment Manager to forego certain i
opportunities that the Investment Manager believes may otherwise benefit the Master Fund.

The Master Fund’s Memorandum and Articles of Association generally permit investments in any and
including but not limited to stocks, bonds, warrants, notes, debentures (whether subordinate
otherwise), money market funds, commercial paper, certificates of deposit, obligations of the In
state thereof or of foreign governments (or any instrumentality thereof), bank debt, partne:
publicly offered or pursuant to private placements, as well as futures, swaps, forward and op!
derivatives, whether or not traded or on an organized exchange.

tates or any
interests, whether
tracts and other

The descriptions contained herein of specific investment strategies and methods that may
Master Fund should not be understood as in any way limiting the Investment Manage

considers appropriate, subject to the portfolio guidelines imposed by the 1
that the Limited Partners will receive advance notice of any material charngei
or approach.

The Master Fund’s investment program is speculative and entailsisubstamtial yisks. There can be no assurance that
the investment objectives of the Master Fund will be achiev artnership will not incur substantial
losses.

There is a high degree of risk associated with ¢
Partnership should only be made after consultati

risks refer to the combined risks relating
and the Other Feeder Funds and referen

No guarantee Or represe
the past results of the G ier are not necessarily indicative of the future performance of the Partnership. As

s a risk that an investment in the Partnership will be lost entirely or in part. The

such leverage may temporarily exceed 2.75. The Master Fund itself invests on a highly leveraged basis.
leverage is employed, the more likely a substantial change will occur in the value of the Partnership.
Accotdingly, any event which adversely affects the value of an investment would be magnified to the extent
leverage is utilized. The cumulative effect of the use of leverage with respect to any investments in a market that
moves adversely to such investments could result in a substantial loss which would be greater than if the
investments were not leveraged. In addition, trading on margin will result in interest charges to the Master Fund.
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The Master Fund will primarily be using repurchase agreements to finance its direct purchases of structured finance
securities (other than Repackaging Vehicle Junior Interests), although the Master Fund may use other forms of
financing or leverage, including total return swaps, other derivative transactions and credit facilities. Repurchase
agreements and total return swap financing entail significant financial risks, including the potential risk of loss of
initial margin and additional amounts that may be required to be posted with the counterparty to the
agreement or total return swap, as applicable, in connection with a particular transaction.

Master Fund fails to repurchase the Purchased Securities, the repurchase counterparty m:
default under the repurchase agreement and sell the Purchased Securities. As a;
the loss of some or all of its investment. Repurchase agreements generally:do
termination. Therefore, if a repurchase agreement counterparty agrees i

nter into new repurchase agreements
- agreement would require the Master

months. The repurchase agreement counterparty is under no oblig
with the Master Fund. The inability of the Master Fund to roll
Fund to sell securities which may lead to a substantial loss.

the total return swap counterparty may declare ¢
to pay swap breakage fees, suffer the loss of f

Mehicle Junior Interest investments. ‘“Net Leverage” is defined as the
total market value of the Maste vestments, excluding Repackaging Vehicle Junior Interests, less the
notional value of the Master:Fund’s ‘¢redit default swap hedges, adjusted for the duration of these hedges, divided
by the net asset value of th fter Fund, excluding the market value of Repackaging Vehicle Junior Interests. The
gross leverage of the und.ifleverage without subtracting the notional value of the credit default swaps)
measured in the same t Leverage, above, will be higher than 10 to 1. To the extent that the credit
default swap hedges:i lio do not perform as expected, and to the extent that the Master Fund is exposed to
additional credit efau swap counterparty credit risks, the price volatility of the Master Fund may be substantially
more severe thi : by a Net Leverage ratio of 10 to 1.

nges in the values of the underlying collateral, the assets constituting which are subject to, among other

] eredit and liquidity risk. Investors must consider with particular care the risks of leverage in Repackaging
Vehiele Junior Interests because, although the use of leverage creates an opportunity for substantial returns for the
Master Fund on the Repackaging Vehicle Junior Interests, it increases substantially the likelihood that the Master
Fund could lose its entire investment in Repackaging Vehicle Junior Interests if the pool of collateral held by the
relevant Repackaging Vehicle is adversely affected by market developments.
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CDO Investment Related Risks

The market value of CDOs will generally fluctuate with, among other things, the financial condition of the obligors
on the underlying debt obligations or, with respect to Synthetic Securities, of the obligors on or issuers of the
Reference Obligations, general economic conditions, the condition of certain financial markets, political.gvents,

Memorandum (for example, bank loans, high-yield and mezzanine debt securities) may constitute all:Qr
portion of the underlying securities held by a CDO, Synthetic Security or other investment of th
that CDOs are therefore subject to risks particular to such securities. :

CDOs are subject to credit, liquidity and interest rate risks. In particular, investment-grade ¢
liquidity risk than investment grade sovereign or corporate bonds. There is no establishe
for many of the CDO securities the Master Fund may purchase. The lack of such
market may have an adverse effect on the market value of such CDO securities and tli
them. Further, CDOs will be subject to certain transfer restrictions that may further restri
assurance can be given that if the Master Fund were to dispose of a particu
could dispose of such investment at the previously prevailing market price.

The pertformance of CDOs will be adversely affected by macroec factors, including (i) general economic
conditions affecting capital markets and participants therein, (ii) the ic downturns and uncertainties affecting
economies and capital markets worldwide, (iii) the effects of, an ptions and uncertainties resulting from, the
terrorist attacks of September 11, 2001 and the actual an ilitary responses thereto and other
consequences thereof and similar events, (iv) recent conc ial performance, accounting and other
issues relating to various publicly traded companies and
reporting standards and bankruptcy legislation.

As used herein, the following terms have the follow:

“Synthetic Security” is any derivative fi
form of a swap transaction, structured.
Fund with or from a synthetic security
recovery upon detault (or a specifi
Reference Obligation (without ta
counterparty), but which wilk€oiit;

different from the Reference Obligatt:

tage-thereof) and expected loss characteristics as those of the related
count of such considerations as they relate to the synthetic security
itaturity, interest rate and other non-credit characteristics that may be
o which the credit risk of the Synthetic Security relates.

dition to the credit risks associated with holding senior bank loans and high-yield debt
‘Synthetic Securities, the Master Fund will usually have a contractual relationship only
! ch Synthetic Security, and not with the Reference Obligor of the Reference Obligation.
Fund géherally will have no right to directly enforce compliance by the Reference Obligor with the

with the counterpatty

¢ “as a general creditor of such counterparty, and will not have any claim with respect to the Reference
Obligation. Consequently, the Master Fund will be subject to the credit risk of the counterparty as well as that of the
Reference Obligor. As a result, concentrations of Synthetic Securities in any one counterparty subject the Securities
to an additional degree of risk with respect to defaults by such counterparty as well as by the Reference Obligor.
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Structured Finance Securities. The Master Fund may invest in trust certificates or similar securities of the type
generally considered to be “repackaged securities”. Structured Finance Securities may present risks similar to those
of the other types of CDOs in which the Master Fund may invest and, in fact, such risks may be of greater
significance in the case of Structured Finance Securities. Moreover, investing in Structured Finance Securities may
entail a variety of unique risks. Among other risks, Structured Finance Securities may be subject to pre

repackaged into interest stated to be payable on the trust certificate or similar securities).
performance of a Structured Finance Security will be affected by a variety of factors, including the ]

sum of its debts was then greater than all of its property at a falr )

assets was then less than the amount that would be required to robable liabilities on its existing debts as they
became absolute and matured. There can be no assurance; at standard a court would apply in order to
determine whether the issuer was insolvent after giving efféet to the incurrence of the indebtedness constituting the
CDO or that, regardless of the method of valuation, a coyrt would nét determine that the issuer was insolvent upon
giving effect to such incurrence. In addition, in the
on such CDO could be subject to avoidance as a pre
long as one year) before insolvency.

iade within a certain period of time (which may be as

In general, if payments on a CDO are voidable, - s fraudulent conveyances or preferences, such payments

can be recaptured.
The preceding description appli suérs of CDOs organized in the United States Insolvency
considerations will differ depen

depending on whether the issue

Equitable Subordination. In recent years, a number of judicial decisions in the
ht of borrowers to sue lenders or bondholders on the basis of various evolving legal
i#lender liability”). Generally, lender liability is founded upon the premise that an
has violated a duty (whether implied or contractual) of good faith and fair dealing
ssuer or has assumed a degree of control over the borrower or issuer resulting in the
owed to the borrower or issuer or its other creditors or stockholders.

Lender Liability Consideratio
United States have upheld t
theories (commonly ref
institutional lender:or.

aud with respect to, or makes misrepresentations to, such other creditors or (d) uses its influence as a
yenidholder to dominate or control an obligor to the detriment of other creditors of such obligor, a court
y ¢leet.to subordinate the claim of the offending lender or bondholder to the claims of the disadvantaged creditor

téditors, which remedial action is called “equitable subordination”. Because of the nature of CDOs, the Master
Fund may be subject to claims from creditors of an obligor that debt obligations issued by such obligor that are held
by the Master Fund should be equitably subordinated.

The preceding discussion is based upon principles of U.S. federal and state laws. Insofar as debt obligations issued
by non-U.S. issuers are concerned, the laws of certain foreign jurisdictions may impose liability upon lenders or
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bondholders under factual circumstances similar to those described above, with consequences that may or may not
be analogous to those described above under U.S. federal and state laws.

Ineffectiveness of Credit Hedges. The Master Fund may use credit default swaps to hedge a portion of the credit
risk in the portfolio. The credit default swaps will generally not hedge a specific position but will hedge expesure to
a group of credits that the Investment Manager believes to reflect the credit markets in general. It is possi
credit hedges will not be correlated with the portfolio as intended which will lead to a greater d
portfolio’s value than that anticipated by the Investment Manager.

Risks Related to an Investment in Repackaging Vehicle Junior Interests

The Repackaging Vehicle Junior Interests will represent equity interests in the relevant Ref)
and are not secured by any assets of such Repackaging Vehicle. Repackaging Vehic

payments set forth in the operative documents of such Repackaging Vehicle.
relating to defaults in the collateral portfolio of the Repackaging Vehicle is |
Junior Interests. The Master Fund, therefore, as holder of the Repackaging: Vehig] r Interests, will rank
1;:0f the:Repackaging Vehicle.

Each Repackaging Vehicle will be highly leveraged. The use of 1
Vehicle’s risk of loss, particularly for the Repackaging Vehicle Jun

Other Investment Related Risks

Broad Discretion of Investment Manager; Potential Lac,
investment discretion of the Investment Manager excé

Master Fund in any one sector or investment.
Instrument Counterparty may terminate the L
guidelines set forth in the Leverage Instru
managing the assets of the Master Fund, th

nt Mandger is not restricted from using the Master Fund’s capital to develop
new strategies, even if the Investment:Manager has limited experience in the type of strategy or in the markets or
instruments involved. ' ategies developed by the Investment Manager may not be successtul and the
resources devoted to megttation of new strategies may diminish the effectiveness of the Investment

‘up to 10% of the investment portfolio (excluding Repackaging Vehicle Junior Interests)
rated investment grade, below investment grade or unrated securities. As the Master

qual up to 100% of investors’ capital. A substantial portion of the Limited Partners’ investment may
posed to the credit risks and potentially greater volatility inherent in such securities.

absolute price movements in a particular instrument. Predicting future prices is inherently uncertain and the losses
incurred, if the market moves against a position, will often not be hedged. The speculative aspect of attempting to
predict absolute price movements is generally perceived to exceed that involved in attempting to predict relative
price fluctuations.

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599491



Hybrid and Other Strategies. Many of the strategies executed by the Investment Manager combine elements of
more than one general strategy type. Often, in the course of implementing a particular strategy an opportunistic
trade representing a different trading approach will be made. For example, in seeking to exploit a relatively
mispriced pair of assets, the Investment Manager may conclude that an asset is sutficiently over- or underpriced to
merit taking an outright directional position.

The Investment Manager’s approach combines a range of different trading techniques, impleme
strategies in different markets as well as combining different strategies, in the same or related market

The Investment Manager will continually develop new, and adapt and refine existing, strateg

strategies may be applied at any one time.

Equmes Equity securmes 1n which the Partnershlp mvests may mvolve substanti

short sales are potentially
mpany whose securities the
illy, resulting in substantial losses

not own in anticipation of a decline in the market value of the securit
unlimited. In particular, a tender offer or similar transaction in respec
Partnership has sold short could cause the value of such securities to ris
to the Partnership. Brokers may also require the Partnership to “co

Fixed-Income Investments. The value of the fixed-incom
change as the general levels of interest rates fluctuate. Whe
fixed-income securities can be expected to rise. Conversel
be expected to decline. :

Securities Options. The Partnership may engage it
of risk. If the Partnership purchases a put or a ¢é
writes or sells a put option, it could lose the ful

_ aster Fund may lack a liquid trading market, which may result in
the inability of the Master Fund to y suchisecurity or other investment or to close out a transaction involving a
non-U.S. currency or the sale of y forcing the Master Fund to incur potentially unlimited losses. In

market is expected to develgp;
Vehicle Junior Interests at’

articular time. The Master Fund may therefore find it difficult or uneconomic to

epackaging Vehicle Junior Interests at any particular time. In certain cases, the
: transfer majority ownership ot Repackaging Vehicle Junior Interests other than
e prior written consent of another party with a controlling interest in the relevant

the event of substantial withdrawals. If all other assets have been liquidated, any remaining Limited
: v not be able to withdraw their full Interests and will maintain an equity holding in one or more
Reépackaging Vehicles for an extended period of time through the Partnership’s continued holding of such

Repatkaging Vehicle Junior Interests.

OTC Derivatives. The Partnership may enter into swap and other over-the-counter derivative transactions involving
or relating to, among other things, interest rates, currencies, or securities, and including total return swaps. A swap
transaction or contract for differences is an individually negotiated, non-standardized agreement between two parties
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to exchange cash flows (and sometimes principal amounts) measured by difterent rates or prices with payments
generally calculated by reference to a principal (“notional”) amount or quantity. Swap contracts, contracts for
differences, and other over-the-counter derivatives are not traded on exchanges; rather banks and dealers act as
principals in these markets. As a result, the Partnership will be subject to the risk of the inability or refusal to
perform with respect to such contracts on the part of any counterparties with which the Partnership trades.
counter derivatives may also expose the Partnership to additional liquidity risks. The over-the-counter dérivatives
market is generally not regulated by any United States or non-U.S. governmental authority. Participa
markets are not required to make continuous markets in the contracts they trade.

Repurchase Agreement Counterparty Risk. It is anticipated that a substantial portion (initiall
Fund’s repurchase agreements will be entered into through a deposit agreement with ong
(each a “Deposit Agreement Counterparty”), pursuant to which the Master Fund will depo
relevant counterparty and direct all or a portion of such funds to be invested in securities
the repo market. Dresdner Bank AG London Branch (“Dresdner”) is the sole™
Counterparty. The performance of the Master Fund with respect to securities financed t
agreement depends on the performance by the deposit agreement counterpart
Deposit Agreement Counterparty were to fail in its obligation to pay under:

Dgposit Agreement
1 igh such a deposit
f its payment obligations. If the
1t deposit agreement, the
has financial ditficulties it
ersimay suffer a substantial loss
Deposit; Agreement Counterparty, or any
i) a loss of any realized or unrealized
: ds paid as upfront payments for the
relevant deposit agreement. The Master Fund may seek to ok ' ty interest” or similar interest in the
securities held by the Deposit Agreement Counterparty with he:relevant deposit agreement in an effort to
greement Counterparty in the event of its

may be impossible for the Master Fund to recover its deposit and thus Liniited:Pa:
of their investment. In the event of a bankruptcy or insolvency of
replacement or additional counterparty, the Master Fund could ex

bankruptcy or insolvency. There can be no assurance
maintained or, in the event of bankruptcy or insolves
amounts (including the any deposit amounts) under, th
therefore, is likely to have the status of a “general

,,nt‘ misfeasance or malfeasance, or exposure to failed clients and
gly, prospective investors should understand that the failure of the

ost conimodity exchanges limit fluctuations in futures contract prices during a single day by regulations
i ‘daily price fluctuation limits” or “daily limits”. Such regulations could prevent the Partnership from

Transactions. The Partnership may utilize a variety of financial instruments, such as derivatives, options,

rate swaps, caps and floors, futures, and forward contracts, both for investment purposes and for hedging
purpdses. Hedging involves special risks including the possible default by the other party to the transaction,
illiquidity, and, to the extent the General Partner’s assessment of certain market movements is incorrect, the risk that
the use of hedging could result in losses greater than if hedging had not been used. Nonetheless, with respect to
certain investment positions, the Partnership may not be sutficiently hedged against market fluctuations, in which
case an investment position could result in a loss greater than if the Partnership had been sufficiently hedged with
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respect to such position. Moreover, it should be noted that the Partnership’s portfolio will always be exposed to
certain risks that cannot be hedged, such as credit risk (relating both to particular securities and counterparties).

International Investing. Investing outside the United States may involve greater risks than investing in the United
States. These risks include: (i) less publicly available information; (ii) varying levels of governmental r
and supervision; and (iii) the difficulty of enforcing legal rights in a foreign jurisdiction and uncertainti
status, interpretation and application of laws. Moreover, foreign companies are generally not subj
accounting, auditing and financial reporting standards, practices and requirements comparable to tho
United States companies. :

Foreign markets may also have different clearance and settlement procedures, and in certain ¢ have been
times when settlements have failed to keep pace with the volume of securities transactions i
conduct such transactions. Delays in settlement could result in periods when asset§:.of 1

structured credit
could cause the

security purchases due to settlement problems or the risk of intermediary counte aITy fa
Master Fund to miss investment opportumnes The inability to dispose of

possible liability to the purchaser. Transaction costs of buying and sellifig

tax and custody costs, also are generally higher than those involved in.domest _:g_nsacnons. Funhermore, forelgn
financial markets, while generally growing in volume, have, for theimost part, substantially less volume than U.S.
markets, and securities of many foreign companies are less liquidand:their ‘prices more volatile than securities of
comparable domestic companies.

The economies of individual non-U.S. countries may also di i t favorably or unfavorably from the U.S. economy in
such respects as growth of gross domestic product,‘tate of. inflition, volatility of currency exchange rates,
depreciation, capital reinvestment, resources self-suf’ lance of payments position.

Loans of Portfolio Securities. The Partnershi
attempts to increase income through the rece
party to a securities loan, the Partnership coil
that the value of the securities the Part
securities are not recovered.

ponfolio securities. By doing so, the Partnership

no absolute diversification or concentration constraints on the
o“becomes relatively concentrated, the value of an investment in the
latility and may be more susceptible to any single economic, political, or
‘a single company or industry than would be the case if the Partnership’s

Possible Lack of Diversificatio
Partnership. It the Partnershlp 8%
Partnership may be subject
regulatory occurrence or the:f rtunes
investments were more, givi

Turnover. The Partnershi 1 not be restricted in effecting transactions by any limitation with regard to its
portfolio turnoverirate. ‘In light of the Partnership’s investment objectives and policies, the Partnership’s portfolio
turnover rate, bstantial, which would result in significant transaction costs.

Restriction as Holder of Repackaging Vehicle Junior Interests
rinership will be deemed an affiliate of BSAM under the operative documents of the Repackaging
les, the; Partnership will not generally be entitled to vote the Repackaging Vehicle Securities held by it in any
:the collateral management agreement of the Repackaging Vehicle or with respect to any vote or consent
yremoval of the Repackaging Vehicle Collateral Manager either for or without cause or any other amendment
or mibdification of the indenture governing the Repackaging Vehicle Securities which increases the rights or
decreases the obligations of the Repackaging Vehicle Collateral Manager, for so long as BSAM or any of its
affiliates is the Repackaging Vehicle Collateral Manager. However, the Partnership will be entitled to vote the
Repackaging Vehicle Securities held by it with respect to all other matters.
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Certain Risks Related to the General Partner

Limited Operating History. The Partnership and the Master Fund commenced operations on August 1, 2006 and
therefore have a limited operating history. Past performance of the Investment Manager in managing assets similar
to the Partnership’s assets, including the assets of the High-Grade Fund, is not necessarily indicative of fu esults
of the Partnership. There can be no assurance that the Master Fund will generate performance results eq
the results generated by the portfolio managers in the past (or avoid losses).

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE PERFORMANCE.
CAN BE MADE THAT PROFITS WILL BE ACHIEVED OR THAT SUBSTANTIAL LO
INCURRED.

NO,

Dependence on the General Partner and Key Personnel. The Partnership depends on't

Use of “Manager Marks”. As described herein under “Determination of
permitted to establish “fair value” of non-exchange listed investmen here car’ be 10 assurance that the fair value
of such investments will be fully realizable upon their ultimate dispositi
the estimated values of unrealized gains and losses, the Net Asset
the last Business Day of each month (or on such other date ag
may differ significantly from the actual Net Asset Value upg
could be material. The General Partner has a conflict 6f.i
valuations directly effect Net Asset Value and thus the &
respect of its services. Prospective investors should g

Asset Valuation-Thinly
Determination of Net
discretion to reflect fair
valuation”. For example,
available, may

single broker-dealer quotation rather than the three-dealer quotes generally required in
- an over-the-counter market for which market quotations are readily available. It is not
afﬁliated with an issuer of a structured ﬁnanced security or derivative to provide “bid”

; sted with the issuer of such security or derivative, if providing quotes, may be even less likely to
transactions (particularly sales transactions by the Partnership) at or near preliminary quotes.

; rtnership’s portfolio may include substantial positions (in terms of number of issues and percentage of the
Partriership’s Net Asset Value) where there is only a single broker-dealer quoting prices, which may be preliminary
or “soft”, and where such broker-dealer is affiliated with the issuer of such security or derivative or with the
Investment Manager. It is anticipated that a number of such securities and derivatives will be executed and
maintained with a Bear Stearns Entity and that such positions will be valued in reliance on quotations provided by
Bear Stearns Entities in accordance with the provisions set forth under “Allocation of Profit and Loss—
Determination of Net Asset Value”, which may be at fair value.
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In the absence of actual sale transactions, it is difticult for the General Partner to test the reliability of preliminary
quotes even when multiple broker-dealers are providing “bid” and “ask™ prices. Prospective investors should be
aware that situations involving uncertainties as to the valuation of portfolio securities could dramatically affect the
Parmership’s Net Asset Value, particularly where the Partnership seeks to sell positions, if the General Partner’s or
its designee’s judgments regarding appropriate valuations should prove incorrect. See “Conflicts of Interest—Asset
Valuation” and “Allocation of Profit and Loss—Determination of Net Asset Value”.

strategy to be implemented by the Partnership. While the precise effect cannot be determined; such
result n greater competmon for mvestment opportunmes or may result under cerTaln 01rc I ¢

ahking firms,
, than may be

which have substantially greater resources, in terms of financial wherewithal and
available to the Partnership.

restrictions on taking new accounts, which could increase the competitién
performance of the Partnership.

is dynamic and changes over time.
future that it used in the past. The

tered entities that may, from time to time, trade in the
same markets and securities as the Partnership::. Becau: he General Partner has, and its affiliates and their
employees may have, a financial interest in f
from buying or selling securities that are unge

consideration for purchase or sale by
time perrod dependmg on the extant

erag"” -commissions and other costs and expenses associated with the acquisition and disposition of
nents,:and operating costs and expenses, irrespective of profitability. There can be no assurance that the
11 be able to earn sufficient income to offset these charges.

Leverage Instrument Counterparty Risk. The performance of the Partnership depends on the performance by the
Leverage Instrument Counterparty of its payment obligations under the Leverage Instrument. If the Leverage
Instrument Counterparty were to fail in its obligation to pay under the Leverage Instrument, the Limited Partners
may suffer a loss of capital. Because substantially all of the Partnership’s assets will be invested in the Leverage
Instrument, if the Leverage Instrument Counterparty has financial difficulties it may be impossible for the
Partnership to recover its assets and thus Limited Partners may suffer a substantial or total loss of their investment.
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Prospective investors should understand that the Partnership has counterparty risk to the Leverage Instrument
Counterparty in respect of all or most of its assets. In the event of a bankruptcy or insolvency of the Leverage
Instrument Counterparty, or any replacement or additional counterparty, the Partnership could experience (i) a loss
of any realized or unrealized profits on the Master Fund’s positions and/or (ii) a partial or total loss of the funds paid
as upfront payments for the Leverage Instrument. More specifically the Leverage Instrument Count
Barclays Bank PLC, is a public limited company registered in England and Wales, and it is expecte
insolvency proceeding would be administered in the United Kingdom, provided that the Leverage

Up) Regulations 2004. The Partnership may seek to obtain a “security interest” or similar int
Fund shares held by the Leverage Instrument Counterparty with respect to the Leverage Instrus
or through an arrangement with the Offshore Enhanced Leverage Feeder Fund, in an effor
respect of the payment obligations of the Leverage Instrument Counterparty in the ev
insolvency. There can be no assurance that any “security interest” will be achieved, mai the event of

in the Master

Fund shares held by the Leverage Instrument Counterparty with respect to the Leverége Inst
1s likely to have the status of a “general unsecured creditor” in the event that the &

ould understand that the failure of the
: return to the Partnership of capital

Profit Share. The General Partner could receive substafitial
Income. Prospective investors should note that (i) the '
Income may create an incentive for the General Partng
would be the case if the General Partner were co
General Partner may receive increased allocatio
unrealized appreciation as well as realized ga.
Limited Partner’s Capital Account and a
is entitled to retain all Profit Shares previ
fee payable to the Partnership by a Li
and thereby also increasing the Profit Sh;

stments that are riskier or more speculative than
¢ly based on a tlat percentage of capital and (ii) the
rofit Share will be calculated on a basis that includes
hare is allocated to the General Partner in respect of a
quently charged to such Capital Account, the General Partner
isly“allocated to it in respect of that account. In addition, any withdrawal
| Partriér, will increase the return, if any, on remaining Capital Accounts
{ &ny) allocable to the General Partner.

Limited Partners Will Not Participat anagement. A Limited Partner has no right to participate in the
management of the Partnership or i gonduct of its business. There exists broad discretion to expand, revise, or
contract the Partnership’ iness without the consent of the Limited Partners. Any decision to engage in a new
activity could result in ure 6f the Partnership’s capital to additional risks which may be substantial. Under
certain circumstances,
General Partner”

notice, $ubject to a withdrawal fee of 2% of the amount withdrawn, and, as of the last Business Day of
nth-end following any capital contribution and every subsequent third month-end following the first
ity of any capital contribution, on 60 days’ prior written notice without being subject to any
ke, and the General Partner may suspend the determination of Net Asset Value and withdrawals under
irguinstances, including the closure or suspension of trading on any relevant exchange or a breakdown in
fts normally employed by the Partnership to value assets. Further, the Partnership may make distributions in
kind-l-ﬁg;_ther than in cash.

Possible Effect of Withdrawals. Substantial withdrawal requests could require the Partnership to liquidate its
positions more rapidly than otherwise desirable to raise the necessary cash to fund withdrawals and achieve a market
position appropriately retlecting a smaller asset base. These factors could adversely affect the Partnership’s Net
Asset Value.
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Mandatory Withdrawal. The General Partner may compel the withdrawal of any Limited Partner from the
Partnership, in whole or in part, at any time without notice, if the General Partner reasonably believes that such
Limited Partner subscribed for an Interest as a result of a misrepresentation or if such Limited Partner’s continued
participation in the Partnership would, in the reasonable judgment of the General Partner, put the Partnership or the
other Limited Partners at a material tax, legal, regulatory, or pecuniary disadvantage or at any time upon
prior written notice if such Limited Partner’s continued participation in the Partnership would, in the rc
judgment of the General Partner, put the Partnership or the other Limited Partners at a material
disadvantage.

Possible Indemnification Obligations. The Partnership is generally obligated to indemnify the

Contingent Liabilities. The General Partner has the power to establish such reservgs“for “anknown or contingent
liabilities as it may deem advisable. This could occur, for example, if some of the: ship’s positions were
illiquid if there are any assets that cannot be properly Valued on the Withdra ‘there is any pending

Partners. The Partnership and the General Partner urge each
financial advisers regarding the desirability of purchasing:
Partnership.

inyestor to consult its own legal, tax, and
he suitability of an investment in the

nd broker-dealers, generally have custody of the
street name”. Bankruptcy or fraud at one of these

Institutional Risk. Institutions, such as brokerage {]
Partnership’s portfolio assets and may hold such:
institutions could impair the operational capabi

rkets, and may also include unregulated private markets. The
ject to the same level of credit evaluation and regulatory oversight
ts. This exposes the Partnership to the risk that a counterparty will not
erms and conditions because of a dispute over the terms of the contract

as are members of the exchange 43 d bt
settle a transaction in acco
(whether or not bona fide)"
Such counterparty risk,
settlement, or where
counterparties.

concentrating an

afiy- Act or under the Commodity Exchange Act. Limited Partners, therefore, are not accorded the protective
measires resulting from registration under such legislation. The Partnership may trade on certain foreign security
exchanges as well as over-the-counter markets. Such exchanges and markets are not subject to regulation by any
U.S. governmental agency and, accordingly, the protections atforded by such regulation will not be available to such
investments.
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Regulatory Change. The regulation of the U.S. and non-U.S. securities and derivatives markets and of investment
funds such as the Partnership has undergone substantial change in recent years, and such change is expected to
continue for the foreseeable future. The effect of regulatory change on the Partnership, while impossible to predict,
could be substantial and adverse.

which the Partnership directly or indirectly holds positions could impair the Partnership’s
business and could cause the Partnership to incur substantial losses.

U.S. federal income tax purposes. See “Certain U.S. Federal Income Tax Considerations”

K. TIEY ARE SUITABLE
WESTMENT. THE FOREGOING
' NATION OF THE RISKS

INTERESTS ARE SPECULATIVE AND INVOLVE A HIGH DEGREE
ONLY FOR PERSONS WHO CAN AFFORD TO LOSE THEIR ENTI
LIST OF RISK FACTORS DOES NOT PURPORT TO BE A COMPL
INVOLVED IN THIS OFFERING.

CONFLICTS OF INTERE

The following inherent and potential conflicts of interest exi ot ofthe Partnership.

Compensation

The Partnership Agreement has not been negotiati
Partner and any brokerage commissions payabl
International Limited and/or other member
including the General Partner), a “Bear Steg
Bear Stearns Group”) are payable without:reg

length. The Advisory Fee payable to the General
s Securities Corp. and, as applicable, Bear, Stearns
of companies (each such member (but specifically not
ntity”) directly or indirectly owned by BSC (collectively, the “The
o thie overall success of or income earned by the Partnership.

Appointment

The General Partner as general partn s an apparent conflict of interest between its fiduciary duty to the
Partnership as general partngt and its sel¢ction of itself as the Partnership’s General Partner. Prospective investors
must recognize that the Pa iiip has been formed specifically as an investment product to be managed by the
General Partner, and th; neral Partner will not appoint any other investment manager for the Partnership or
the Master Fund even if niight be in the Partnership’s best interests.

rokerage services for other clients (including other pooled accounts) and engage in other business
vhich the Partnership and the Limited Partners have no interest. As a result of these separate business
€ General Partner may have conflicts of interest in allocating management time, services, and functions

In particular, Ralph Cioffi, Matthew Tannin and certain other members of the management team are responsible for
managing the sizeable investment portfolio underlying certain other funds that focus primarily on leveraged
investments in structured finance securities, including the High-Grade Fund. In addition, as of the date of this
Memorandum, Mr. Ciofti, Mr. Tannin and other members of the management team are involved in the
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establishment of, and will continue to manage, a derivatives product company, the primary strategy of which is to
write credit default swap protection on a porttolio of debt instruments, and Rampart. BSAM, including certain
members of the management team, also manages substantial investment porttolios for multiple CDOs.

Other Clients; Allocation of Investment Opportunities

The General Partner is responsible for the investment decisions made on behalf of the Partnership a

clients following the same or different investment objective, philosophy, and strategy as th

Partnership. In fact, the General Partner and its affiliates currently manage and expect to contini

a manner that the General Partner and its affiliates determine in their discretion. Circ
an allocation could have adverse effects on the Partnership or the other client with
securities positions obtainable or saleable. The results of the Partnership’s actiyities
the results achieved by the Investment Manager or its affiliates for any other 2
affiliates may manage or provide investment advisory services.

More specifically, the General Partner and its related persons may b
proprietary positions in, the same securities they buy and sell for, ot

In addition, Ralph Cioffi, the senior portfolig
BSAM engage a broker-dealer affiliate of
in connection with the “unwinding” of

collateral, the General Partner may ™ i
of the collateral’s value. BSAM
of interest would arise wherg
finance securities held by®

how to balance the interests of the Partnership with those of BSAM in accordance
ing conflicts.

y‘ he Partnership or may be competing Wlth the Partnership for positions in the marketplace. Such
Fesult in competition for investment opportunities or create other conflicts of interest on behalf of one or
1:;persons in respect of their obligations to the Partnership. Records of this trading will not be available for
n by Limited Partners.

Bear Stearns and its affiliates are engaged in a broad spectrum of activities, including financial advisory activities
and has extensive activities that are independent from and may from time to time conflict with those of the
Partnership. Bear Stearns and its affiliates are actively engaged in transactions in the same securities and
instruments in which the assets of the Partnership may be invested. Subject to applicable law, Bear Stearns and/or
its affiliates may purchase or sell securities of, or otherwise invest, finance or advise issuers in which the Partnership
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has an interest. Bear Stearns and/or its atfiliates may have proprietary interests in, and may advise, sponsor, manage
or invest in other investment vehicles that have investment objectives similar or dissimilar to those of the
Partnership (including prospective investors in the Partnership) and which engage in the same types of securities and
instruments as the Partnership. The proprietary activities or portfolio strategies of Bear Stearns and its aftiliates or
the acnvmes or strategles used for accounts managed by Bear Stearns or 1ts atfiliates for other customer accounts

Partnership’s activities may differ significantly from the results achieved by Bear Stearns
proprietary account or from results achieved by Bear Stearns or its affiliates for any of
which it may manage or provide investment advisory services.

Brokerage Placement Practices

The Investment Manager intends to utilize Bear, Stearns Securities Co
affiliated broker, as the Master Fund’s prime broker and custodian.
practices involve certain conflicts of interest. See “Brokerage Practice,

The relationships among The Bear Stearns Group and the Investien

there exists an incentive for the Investment Manager to execute

all investment decisions for the Master Fund without
payable to The Bear Stearns Group.

and other funds managed by the General Partr
concomitantly more assets, in the Panners ¢

affiliates are increased Management F
Pannership asset size The possibili :

such brokers. There is no guar
General Panner and its afﬁ iate calized or that capital introduction services provided by any such brokers

sets. The Partnership, and not the General Partner, pays brokerage fees

The Investment Mar ger may, in its discretion, appoint additional or alternative prime broker(s) and custodian(s).

Br g‘ C(Smmissions/Soft Dollars

¢ Investment Manager will direct brokerage to firms which furnish or pay for quotation and/or research,
e lated services, and other products and services within the “sate harbor” provided by Section 28(e) of the
Exchange Act. From time to time, however, the Investment Manager may receive research and research-related
services and products through arrangements in fixed price underwritings without regard to the “safe harbor”
provided by Section 28(e) of the Exchange Act, provided that the Investment Manager believes such arrangements
to be in the best interests of the Partnership. Such services and products are of the same type as may be acquired
with soft dollars in agency trades, but are not within the safe harbor because fixed price underwritings are done on a
principal basis.
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The Investment Manager is expected to derive substantial direct or indirect benefit from these services, particularly
to the extent the Investment Manager uses soft dollars to pay for expenses which it would otherwise be required to
pay. The investment information and soft dollar benefits received from brokers may be used by the Investment
Manager in servicing other accounts, and not all such information and soft dollar benefits may be used by the
Investment Manager in connection with the Master Fund. The Investment Manager is not required to allogate soft
dollar benefits pro rata or on any other equitable basis among its accounts.

In negotiating commission rates the Investment Manager will take into account the financial stabili
of the broker, the quality of the investment research, investment strategies, special execution capabili
settlement, custody, recordkeeping and other services provided by such broker. :

Principal Trades and Interested Party Transactions; Cross Transactions

Section 206(3) of the Investment Advisers Act of 1940, as amended (the “Advisers A
for any investment adviser, directly or indirectly “acting as principal for his own

writing before the completion of such transaction the capacity in which he j
client to such transaction”. Transactions subject to the foregoing requircment:
“principal trades”.

as agent for its customers, serves as the
counterparty. The Investment Manager may also enter int tions where a Bear Stearns Entity acts as
agent on behalf of the Master Fund and the other party t6:the ttansaction. Cross transactions enable the Investment

agrees that if any transaction, including any transaction effected between
lentiManager or its affiliates, is subject to the disclosure and consent requirements
Act, such requirements will be satistied with respect to the Master Fund and all

vided that such transactions have been authorized by the accounts in question, are consistent with the
bjcetives and policies of such accounts (and, if applicable, with the procedures for such transactions

nd are otherwise executed in accordance with applicable rules and regulations. In addition, such
tions may only be undertaken if no commissions are paid to BSAM or any aftiliate thereof. Notwithstanding
the foregoing, however, cross transactions between managed accounts may result in the incurrence by such accounts
of custodial fees, taxes or other related expenses.

Because the Investment Manager will serve as collateral manager of the Repackaging Vehicles, the purchase of the
Repackaging Vehicle Junior Interests may be deemed to be a principal trade. The Investment Manager will,
therefore, make appropriate disclosure to, and obtain consent from, the members of the board of directors of the
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Master Fund who are not affiliated with the Investment Manager prior to the investment by the Master Fund in
Repackaging Vehicle Junior Interests.

To the extent permitted by applicable law, the Partnership may purchase investments that are issued, or are the
subject of an underwriting or other distribution by Bear Stearns or its affiliates. The Partnership may invest.in the
securities of issuers affiliated with Bear Stearns or in which Bear Stearns has an equity or participation int
purchase, holding and sale of such investments by the Partnership may enhance the profitability of:
made by Bear Stearns or its affiliates. The General Partner has fiduciary responsibilities wit
Partnership and will make such investment decisions in a manner which is consistent with those re

Investment Manager’s Role as Repackaging Vehicle Collateral Manager

In managing the assets of a Repackaging Vehicle as its collateral manager, the Investment:
responsibilities which may potentially favor the interests of the holders of Repacka
senior to the Repackaging Vehicle Junior Interests or otherwise conflict with th
Partership. However, while it is anticipated that the investment guidelines of a.Repackaging Vehicle may restrict
the Collateral Manager’s discretion in selecting and managing a Repackaging; Vehigle’s investment portfolio and
limit its reinvestment period to five years, the Investment Manager anticip terests of the holders of the
Repackaging Vehicle Securities will generally be aligned with the interests of“the d Partners. In addition, the
Investment Manager will pay over or otherwise transfer to the Master Fund any fegs to which it would otherwise be
entitled as Repackaging Vehicle Collateral Manager, but will be rei for any of its out-of-pocket expenses
incurred in the establishment of a Repackaging Vehicle and in i operations and may be indemnified for
certain losses in connection with its role as Collateral Manager '

Asset Valuation

The fees payable to the General Partner are based difect
dates. There may be no public market price for a.

et Asset Value of the Partnership as of various
f*the Partnership’s assets. The General Partner will
generally value the Partnership’s assets. Any fin ments for which market quotations are not readily
available will be valued at fair value as reasgniably detetmined in good faith by the General Partner. The General
Partner will have a conflict of interest in ma valiations because the valuations directly affect the Net Asset
Value of the Partnership and thus the amountof the: Advisory Fee and the Profit Share that the General Partner
receives in respect of its services. luations, however, will be performed by the General Partner in
accordance with the methodology de his Memorandum.

Material Non-Public Informati

tient banking, market-making and/or other activities of the General Partner and its
affiliates, the General P, § affiliates may acquire confidential or material non-public information or be
restricted by internal policies fron¥initiating transactions in certain securities. The General Partner will not be free
to divulge, or to agtupon, ich confidential or material non-public information and, due to these restrictions, it

“member of The Bear Stearns Group. In such situations, the General Partner has a contlict between its
0 to act in the best interests of the Limited Partners and any interest it may have in generating fees and other
revenues for itself or its affiliates. Such arrangements may create other conflicts of interest since such financing and
other transactions could, in certain circumstances, negatively impact the Partnership if the terms were made less
favorable or if they were reduced or terminated and such member of The Bear Stearns Group may keep any profits,
commissions and fees accruing in connection with such financing, In addition, in the event of adverse investment
performance, the interest of such member in exercising available remedies may conflict with the interests of the
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Partnership. For instance, in its capacity as lender or counterparty, such member may take actions, such as
foreclosing on collateral, that may have a material adverse atfect on the Partnership. The Partnership will not be
entitled to, and may not receive, any special consideration or forbearance by such member in the exercise of such
member’s rights, as a result of the Partnership’s relationship with The Bear Stearns Group. If the General Partner
engages in repurchase agreements with a Bear Stearns Entity, the terms of any particular transaction, including any

individually or in the aggregate be the most favorable available.
Cash Balance Investments
The General Partner may invest a portion, and reserves the right in the future to invest all or,

Partnershlp s short-term cash investments in money market fiunds advised and/or distributed
atfiliates. In such instances, each Limited Partner will bear, indirectly, its proportionat

wnd other fees and
able in respect of such

additional compensation in connection with such investments. Such advisory, distributi
expenses will be in addition to any management fees, protit share and other ¢
Limited Partner’s investment in the Partnership.

THE GENERAL PARTNER AND INVESTME

General Partner of the Partnership

{aws ot the State of New York, is the General
espansible for the operation of the Partnership,
delegated certain administrative duties to the

Bear Stearns Asset Management Inc., a corporation formed under:
Partner of the Partnership. The General Partner is gene
including investment management responsibilities, but
Administrator.

The General Partner is registered with the SEC as:a ent adviser under the Advisers Act. A copy of the
Memorandum.

The General Partner is a wholly owned st
& Co. Inc. (“Bear Stearns”), are enga; ng
pension and profit sharing plans, eridowment:funds, insurance companies and bank trust departments and in

i ik ent companies. As of February 28, 2006, the General Partner and its
‘funds under discretionary management.

Other Feeder Funds.
und’s‘investment portfolio:

The following individuals are primarily responsible for the

redit effort at Bear Stearns and was a principal force behind Bear Stearns’ position as a leading
d secondary trader of structured finance securities, specifically collateralized debt obligations and
t backed securities. Mr. Cioffi has headed the investment team that manages the Bear Stearns High
Structured Credit Strategies Funds since March of 2003. He holds a B.S. degree in Business Administration
with ‘distinction from Saint Michaels College, Vermont, and is a member of the international business management
and administration honor society, Sigma Beta Delta.

Ray McGarrigal, Portfolio Manager — Mr. McGarrigal is a Managing Director and has been in the Bear Stearns
Financial Analytics and Structured Transactions group for 10 years where he structured high yield CDO’s and
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CLO’s as well as mortgage related and credit derivative deals. He has worked closely with all three rating agencies
and brings structuring and surveillance expertise to the management team. Mr. McGarrigal has an M.B.A. in finance
from New York University and a B.S. from the State University of New York at Oneonta.

Removal of the General Partner

Limited Partners not atfiliated with the General Partner may remove the General Parm T U
of a Majority in Interest of the Limited Partners in accordance with the prog
Agreement.

The Memorandum and the Articles of Association of the Master Fund cor
the Master Fund Directors substantially similar to the foregoing provisi

Affiliated Investors

The General Partner or its principals or affiliates will initia st $10,000,000 in the Partnership. The
General Partner, its principals and/or its affiliates may from time, to time, directly or through other investment
vehicles (including one or more investment vehicles formied fi e benefit of Bear Stearns and its affiliates), make
additional investments in the Partnership and/or in; fshore Enhanced Leverage Feeder Fund. The
General Partner, its principals and/or its atfiliates a uired to maintain any investment in the Partnership or
the Offshore Enhanced Leverage Feeder Fun draw its investment in the Partnership at any time
without notice to Limited Partners.

Liability and Indemnification of the G néra rier under the Partnership Agreement

nt that, at law or in equity, any of the General Partner, any affiliate of
: ér, shareholder, manager, director, officer, employee, or agent of the
General Partner or any such affiliatg such party, a “General Partner Party”) has duties (including fiduciary
duties) and liabilities relating hereto to.tie Partnership or any Limited Partner, such General Partner Party shall not
be liable for monetary o damages to the Partnershlp or such Partner for such General Partner Party’s good
faith reliance on the
Agreement) sustained or
judgment on the part

Under the Partnership Agreement, to
the General Partner, and any mgitib

or any act or omission of any person, selected by such General Partner Party to perform
, provided that, in selecting such person, such General Partner Party acted without fraud,
088 negllgence or willful mlsconduct (iii) cucumstances beyond such General Partner Party’s control,

i behalf of the Partnership, or failure to recapture, directly or indirectly, any brokerage commissions for
of the Partnership.

In addition, the Partnership Agreement provides that the Partnership shall, to the fullest extent permitted by law,
indemnify each General Partner Party from and against any and all Losses, except to the extent that it is finally
adjudicated that an act or omission of such General Partner Party was material to the matter giving rise to such
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Losses and was committed by such General Partner Party with fraud, bad faith, willful misconduct or gross
negligence.

The foregoing exculpatory and indemnification provisions may limit the remedies that might otherwise be available
to the Partnership or the Limited Partners and/or result in a reduction of Net Asset Value due to indemni
payments. However, these provisions are not intended to permit exculpation or indemnification to th
would be inconsistent with the requirements of applicable federal or state securities laws or any oth

party.

The scope of permitted exculpation of general partners of Delaware limited partnerships co
change and lelted Partners Wlth questions concerning the duties of the General Panner

Investment Manager; the Investment Management Agreement

For a description of BSAM and of the individuals primarily res
investment portfolio, see above under “—General Partner of the;

The Investment Manager entered into a discretionary invest
“Investment Management Agreement”). The Investment'

any notice at any time for cause, Whlch is defined as
nvestment Manager with respect to its performance
or non-performance of its duties or obligatio
the Master Fund will appoint an investmg
Investment Management Agreement provides that
affiliates of the Investment Manager sothe
Management Agreement.

er ‘that is not affiliated with The Bear Stearns Group. The
e Investment Manager may assign or delegate to one or more
1 of'the Investment Manager’s rights and duties under the Investment

The Investment Management Agreen
indemnify the Investment Matiager and,
employees, sub-advisers
officers, controlling p

tains broad indemnification provisions that require the Master Fund to
affiliates, directors, managers, shareholders, officers, controlling persons,
lieir respectlve atfiliates, directors, managers, shareholders, partners, members,
ployees, and agents) and agents (including any individual who serves at the
Investment Manager’s réi rector, officer, partner, trustee, or the like of another entity, including the Master
Fund) and/or the lggal representatives and controlling persons of any of the foregoing (each of the foregoing being
an “Indemnitied to the fullest extent permitted by applicable law against any liabilities, claims, and
incl ts paid in satisfaction of judgments, in compromise, or as fines and penalties, and counsel

guch persons shall have been adjudicated by the highest court or tribunal that has jurisdiction over such
“to-have acted in bad faith in determining that such person’s action was in the best interest of the Master Fund
and furthermore, in the case of any criminal proceeding, so long as such person had no reasonable cause to believe
that the conduct was unlawful; provided, however, that (i) no indemnification shall be provided to any person for
losses or expenses incurred as a result of such person’s fraud, bad faith, gross negligence, or willtul misconduct and
(ii) with respect to any action, suit, or other proceeding voluntarily prosecuted by any Indemnitied Party as plaintiff,
indemnification shall be mandatory only if the prosecution of such action, suit, or other proceeding by such
Indemnitied Party was authorized by the Master Fund’s Board of Directors. Further, the Investment Manager shall
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have no liability to the Master Fund for losses or expenses incurred so long as such losses or expenses did not arise
by reason of the Investment Manager’s fraud, bad faith, gross negligence or willful misconduct. The
indemnification and exculpation provisions in the Investment Management Agreement shall not be construed as a
waiver of any rights of the Master Fund or any investor under U.S. securities laws.

The Master Fund, in the discretion of the Master Fund’s Board of Directors, shall make advance p;
connection with the expenses of defending any action with respect to which indemnification mi
hereunder if the Master Fund receives a written affirmation of the Indemnified Party’s good faith:p
standard of conduct necessary for indemnification has been met and a written undertaking to re
Fund unless it is subsequently determined that such Indemnitied Party is entitled to such indemi
Master Fund determines that the facts then known to it would not preclude indemnitication. Iitadditior at least one
of the following conditions must be met: (i) the Indemnified Party shall provide reasonabl atgral for such
Indemnified Party’s undertaking; (ii) the Master Fund shall be insured against losses arising by féaso#i‘of any lawful
advances; or (iii) an independent legal counsel, in written opinion, at the expense of‘tlic Tademnified Party, shall
determine, based on a review of readily available facts (as opposed to a full trial- -type i uiry), that there is reason to
believe that the Indemnitied Party ultimately will be found entitled to indemniti

THE MASTER FUND

Capitalization

The Master Fund’s authorized share capital is U.S. $3,000, di

$0.001 par value each (the “Participating Shares” or “Shar
will be fully paid and nonassessable. No capital of the
unconditionally, to be put under option to any persg
tranches or series.

The Ordinary Shares have the entire Votmg
profits and are not redeemable, and on a ntitled only to return of their par value, and then only after

. Each Ordinary Share is entitled to one vote per Ordinary

participating and redeemable 3 f'Participating Shares are entitled to receive, to the exclusion of the
Ordinary Shares, any dividends whi h miy e declared by the Board of Directors or any committee of the Board of
Directors of the Master Fund:

No certificates will be . Investors” sharcholdings will be recorded in the Master Fund’s books
and records.

The fellowing individuals serve as the directors of the Master Fund (the “Master Fund Directors™) and also serve as
the directors of the Offshore Enhanced Leverage Feeder Fund:

Barry J. Cohen — Mr. Cohen is a Senior Managing Director and Director of Alternative Investments (Hedge Funds)
for BSAM and is a member of the board of directors of Bear, Stearns & Co. Inc. Mr. Cohen joined Bear Stearns in
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1987 as head of its Risk Arbitrage Department, which is one of the largest risk arbitrage operations in the world, and
later headed the Bear Stearns Global Equity Arbitrage Funds. Prior to joining Bear Stearns in 1987, Mr. Cohen was
a risk arbitrageur at First Boston Corporation, a partner in Bedford Partners, a risk arbitrage hedge fund and a
mergers and acquisitions lawyer at Davis Polk & Wardwell. Mr. Cohen holds a B.A. in Applied Mathematics from
Harvard College and received J.D. and M.B.A. degrees from Harvard Law and Harvard Busines
respectively.

David G. Sandelovsky — Mr. Sandelovsky is a Senior Managing Director of Alternative Investments:
for BSAM. Mr. Sandelovsky joined BSAM in 2004 as the COO of its hedge fund business. Prio 0.

B.S. from The Wharton School, University of Pennsylvania.

Gerald Cummins — Mr. Cummins is a Managing Director of BSAM responsi
support and firm-wide operations risk. Mr. Cummins joined Bear Stearns in 1
program and joined BSAM in 1984 to provide operations support for a ne
He is currently a member of the BSAM Pricing, Risk and Best Execution
B.A. in Mathematics from Fordham University.

ate Street Cayman Trust Company Ltd,
(Cayman Islands) in February 2003. At

Tennon is a member of the Institute of Chartered
ublic Accountants, and he is a Chartered Financial

Accounting from McGill University, Montreal,
Accounts of Ontario and the American Institu
Analyst charterholder. In addition, Mr. Le
directors of the Cayman Islands Society o

arke:is a Vice President of Fund Services at Walkers SPV. Prior to
Was a Vice President and Relationship Analyst at Wellington
[assachusetts. In addition, Ms. Wilson-Clarke has a broad range of

nce and fund risk analysis Ms. Wilson-Clarke received a BS. in

Michelle M. Wilson-Clarke — Ms. W
joining Walkers SPV, Ms. Wilson
Management Company, LLP in

ined by the Master Fund’s Board of Directors and any Director who serves on any
al attention to the business of the Master Fund or performs services which, in the opinion
ors, are putside the scope of the ordinary duties of a Director may be paid such extra remuneration as

nay determine; provided, however, any Directors who also are directors, officers or employees of the

d unider “Fees and Expenses” herein and in the following sentence. Directors may be reimbursed by the
nd for reasonable travel, hotel and other out-of-pocket expenses properly incurred by them in attending
urping from meetings of Directors or general meetings of the Master Fund or otherwise in connection with
the business of the Master Fund.

A Director may hold any other oftice under the Master Fund (other than the office of the auditor) in conjunction
with his office of Director, or may act in a professional capacity to the Master Fund on such terms as the Board of
Directors may determine. No Director shall be disqualified, by his office, from contracting with the Master Fund,
nor shall any such contract or any contract or arrangement entered into by the Master Fund in which any Director
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shall be in any way interested be liable to be avoided, nor shall any Director so contracting or being so interested be
liable to account to the Master Fund for any profit realized by any such contract or arrangement by reason of such
Director holding that office if he shall declare the nature of his interest. If a Director has a material interest in the
business to be conducted at any meeting, that Director will disclose such conflict to the other Directors. Persons
who are directors, officers or employees of the Investment Manager may not contract with the Master Fund..except
as described herein.

such appointment are arranged, and he may vote on any such appointment or arrangement.

The maximum and minimum number of Master Fund Directors to be appointed may be fixed f
pamclpatmg shareholder resolution; provided, however that during the pendency o Petition, the

ise fixed, the

be acquired or disposed of by, or leased to or by, the Master Fund smc o incorporation of the Master

Fund.
Indemnification of Directors

The Articles of Association of the Master Fund contain provi emnifying and exempting the members of the
Board of Directors of the Master Fund, and its officers and agents, from liability in the discharge of their duties.

ig Director shall be liable (i) for the acts, receipts,
gent of the Master Fund, or (ii) for any loss on
(1ii) on account of the insufficiency of any security
ted, or (iv) for any loss incurred through any bank,
ny negligence, default, error of judgment or oversight on
rtung; whatsoever which may happen in or arise from the execution or
iscrétions of such Director’s office or in relation thereto, in each
L Ditector’s own bad faith, gross negligence or willful misconduct.

The Articles of Association of the Master Fund providé
neglects, defaults or omissions of any other directo
account of defect of title to any property of the Ma:
in or upon which any money of the Master Fund 1
broker or similar person, or (v) for any loss
his part, or (vi) for any loss, damage or mis
discharge of the duties, powers, authoritigs,
case, unless the same shall happen thro

Every Director and officer of t
the same shall, in the absence o
indemnified and secured har#
applicable law, against all_
sustained by such Dir
execution or discharge o
prejudlce to the ge ity

I ethe successfully or othemlse) any 01V11 proceedings concerning the Master Fund or its
r in the Cayman Islands or elsewhere.

O:fh‘ rovisions Relating to the Directors

: ¢tor may vote on a proposal, arrangement or contract in which he is materially interested as provided for in
the Memorandum and Articles of Association. A Director may be a director or other officer or employee of any
company that provides services to the Master Fund or in which the Master Fund may be interested and, unless
otherwise agreed, no such Director will be accountable to the Master Fund for any remuneration or other benefits
received thereby.
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Transactions between the Master Fund and the Investment Manager or its Affiliates

Members of the Board of Directors who are not affiliated with the Investment Manager or their delegates or other
authorized representatives of the Master Fund will have the responsibility for approving any transactions between
the Master Fund and the Investment Manager or its affiliates involving significant contlicts of interest (i
principal trades).

any transaction unless such approval is required by law.

THE ADMINISTRATOR

Pursuant to the Administration Agreement, the Administrator serves as ¢ registrar and transfer agent

and provides all day-to-day administrative services to the Partnership,:i dmg “accounting and clerical functions,
ning all appropriate Limited Partner

circumstances, at any time without penalty by either.
other party.

Pursuant to the Administration Agreement

eement. The Partnership agrees to indemnitfy and hold harmless the
ges, expenses, assessments, claims and other liabilities, including,

71 was registered as a company limited by shares under the Companies Act 1948 to 1967. Pursuant
s Bank Act 1984, on 1 January 1985, Barclays Bank was re-registered as a public limited company

Barclays Bank PLC and its subsidiary undertakings (taken together, the “Group”) is a major global financial services
provider engaged in retail and commercial banking, credit cards, investment banking, wealth management and
investment management services. The whole of the issued ordinary share capital of Barclays Bank PLC is
beneficially owned by Barclays PLC, which is the ultimate holding company of the Group and one of the largest
financial services companies in the world by market capitalisation.
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The short term unsecured obligations of Barclays Bank PLC are rated A-1+ by Standard & Poor’s, P-1 by Moody’s
and F1+ by Fitch Ratings Limited and the long-term obligations of Barclays Bank PLC are rated AA by Standard &
Poor’s, Aal by Moody’s and AA+ by Fitch Ratings Limited.

The Leverage Instrument Counterparty shall not in any way be responsible or liable to investors for (i) the
or completeness of any of the representations, warranties or covenants (express or implied) made by BS
Partnership or any of its atfiliates or their agents in connection with the Partnership or the Leverage
(ii) the performance of any of the obligations of, BSAM, the Partnership or any of their affiliates or:th
each case, in connection with the Partnership or the Leverage Instrument. Furthermore, the L
Counterparty makes no representations, warranties or covenants, express or implied, n
Instrument Counterparty be responsible or liable, with respect to the management, or any
BSAM, the Partnership or any other person in connection with the management of a;
management with respect to the Partnership, or with respect to the structuring or terms of

omissions, of
d_funds under
Leverage Instrument.

The Leverage Instrument Counterparty's interests under the terms of the Leverage Iy
with the interests of the Limited Partners. If an Event of Default or a Termination Evént urs, as defined under
the Leverage Instrument, the Leverage Instrument Counterparty’s interests in fe ating Leverage Instrument
might contlict with the interests of the Limited Partners, and the Leve ; meént Counterparty will likely
terminate the Leverage Instrument without regard to the interests of inves imited-Partners shall have no direct
or indirect right of action or recourse, in connection with, or arising out. of, the Tigverage Instrument or against the
Leverage Instrument Counterparty for any matters related to the Part otherwise.

‘may be in conflict

this Memorandum or the activities of
for any information contained in this

principal, for and on its own behalf. The Levera;
or in any capacity for or on the Partnership’s be
otherwise. The Leverage Instrument Count
Instrument provide any investment advice

t aind will not recommend the Leverage Instrument as suitable or

The Leverage Instrument Counterparty s
e Partnership’s investment and trading strategies. The Leverage

appropriate for the Partnership with

the commencement of operations of the Master Fund unless the Master Fund Directors decide that
ortization method shall be applied. The Partnership will bear, as an investor in the Master Fund, its

Guitable than requiring the initial investors of the Partnership and the Offshore Enhanced Leverage Feeder
Fundte bear all such organizational expenses as would otherwise be required under GAAP. If such divergence from
GAAP would be cause for qualification in any opinion given to the Partnership by its auditors, the Master Fund
Directors will not permit such amortization, but may agree to other arrangements to similar equitable effect. If such
arrangements are not feasible, the initial investors in the Partnership will likely bear a greater portion, if not all, of
such organizational expenses.
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Advisory Fee

The Partnership will pay to the General Partner an advisory fee (the “Advisory Fee”) equal to 1/12 of 2.0% of the
balance of each Limited Partner’s Capital Account calculated as of the end of each calendar month (pro rated for
periods of less than one month) prior to any accrual for or payment of any Advisory Fee, allocation of Profit. Share

from any Limited Partner.

Operational Costs

The Partnership will bear its operational expenses, including (without limitation)
istributing offering
nses; accounting, audit,

costs; consultant fees; tax, litigation, and extraordinary expenses, if any; i
repurchase agreements and borrowing by the Partnership); insurance
brokerage commissions (including options trades); spreads and mark

n securmes swaps and forwards; short
expenses. In addition, the Partnership

The Partnership will also bear, as an investor in the Master I
expenses, including, without limitation, interest expe
borrowing by the Master Fund); insurance expenses, .
options trades); spreads and mark-ups on securities
and other investment and operating expenses,
Master Fund’s board of directors. The In
providing their respective services to the ship and‘the Master Fund, including their general overhead, salary,
and office expenses.

ro“rata share of the Master Fund’s operational
¢ interest due to repurchase agreements and
ank charges, brokerage commissions (including
“‘forwards, short dividends, currency hedging costs,
t-of-pocket expenses of the Administrator and the

Administration Fees

The Partnership will pay its pro
Master Fund level. The Adiinist
Fund, the Partnership an )
0.10% of the Master F

f an annual fee payable to the Administrator on a monthly basis at the
1 perform accounting, investor servicing and tax services to the Master
. The Administrator’s fees for accounting will generally equal
Asset Value, subject to certain adjustments made on the basis of the leverage in the
nimum fees as may be agreed between the Master Fund and the Administrator.
yestor servicing and tax services will be based on the total number of investors in the

seder Fund, subject to such minimum fees as may be agreed between the Master Fund and
dministration fees will be calculated and accrued monthly based on the Master Fund’s
¢ and is payable monthly in arrears on the last Business Day of each month.

month-end Net A
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Selling Commissions

Bear Stearns and certain other members of The Bear Stearns Group, to the extent they act as Placement Agents to
the Partnership, will be compensated by the General Partner with payments based upon a percentage of the General
Partner’s Advisory Fee and/or Profit Share. Certain non-affiliated Placement Agents may be paid up to 3% of an
investor’s subscription price for Interests. Such commission may be waived or reduced by any such P
Agent in respect of particular investors.

Waiver; Rebates

The General Partner in its discretion may waive or rebate part or all of the Advisory Fee or Pri
of certain Limited Partners. Such waiver or rebate will have no adverse effect on any othet:
such waiver or rebate shall entitle any other Limited Partner to a waiver or rebate. Investinents it
the Investment Manager, certain Bear Stearns Entities, and their respective employeesiand other related persons may
not be subject to all or a portion of the Advisory Fees or any Profit Share.

BROKERAGE PRACTICES

e r Fund’s prime broker and
:thlan ) pursuant to a Prime Broker and
holly-owned subsidiary of Bear Stearns, an

The Master Fund has appointed Bear, Stearns Securities Corp. (“BSSC”
custodian (in such capacities, respectively, the “Prime Broker” and
Custodian agreement (the “Prime Brokerage Agreement”). BSSC is

Partnership’s accounts resulting from margin loans t p. Such services and facilities will be provided
pursuant to a series of mutually acceptable agr ‘Customer Documents”) and may include an
Institutional Account Agreement with The Be. isi i
rules and regulations of the United States
associations by which The Bear Stearns Gj
doubt, the Institutional Account Agreement,

> beneficial title is transferred to a Bear Stearns Entity (including, but
yurchase Agreement) or to assets transferred to a Bear Stearns Entity
¢ipal transactions (including, but not limited to, activities covered by
master agreements such as ISD nts, etc.). The Pannership is not committed to continue its prime
brokerage relationship with BSSC

BSSC or an affiliated entits

ustodian, may appoint sub-custodians, including other Bear Stearns Entities, of the
curities. BSSC will exercise reasonable skill, care and diligence in the selection of any
| be responsible to the Master Fund for the duration of the sub-custody agreement(s) for
going suitability of such sub-custodian to provide custodian services to the Master Fund,
what it-considers to be an appropriate level of supervision over such sub-custodian and will make
inquiries periodically to confirm that the obligations of such sub-custodian(s) continue to be

yiitent and performance ot all liabilities and obligations of the Master Fund to BSSC and to each other Bear
Steariis Entity with which the Master Fund engages in transactions, all assets of the Master Fund held by or through
BSSC and any other Bear Stearns Entity will be charged with and subject to a lien in their favor and will therefore
constitute collateral security for the Master Fund’s liabilities and obligations to BSSC and to each other Bear Stearns
Entity.
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The Master Fund will have rights against BSSC for the return of all Master Fund assets held by it as Prime Broker
and/or Custodian of the Master Fund, net of any obligations of the Master Fund to BSSC or any other Bear Stearns
Entity, except for assets held by a Bear Stearns Entity as margin. In accordance with the U.S. Rules, all fully-paid
and “excess margin” securities and net cash balances not required for the settlement of transactions (collectively,
“Segregated Assets”) may not be used by BSSC or by any other Bear Stearns Entity for its own purposes, but such

any shorttall in customer assets.

Certain of the Master Fund’s assets may be held at Bear, Stearn: :
Fund’s investments or cash recorded on the books of B longing to the Master Fund will be held in
accordance with applicable rules and regulations of the Fma;n ial:Services Authority. If permitted thereunder, all
such investments of the Master Fund may be borrowed, lent or otherwise used by BSIL for its own purposes and the
Master Fund will have the right against BSIL for the ; alent assets. The Master Fund would rank as an
unsecured creditor in relation thereto and, in the ev solvency of BSIL, the Master Fund may not be able
to recover equivalent assets in full.

Neither BSSC nor any other Bear Stearns
or omission in relation to the services pro :de
directly from the negligence, bad fait |
BSSC or any other Bear Stearns Ent
nor any other Bear Stearns entl

be tiable for any loss to the Master Fund resulting from any act
‘the terms of the Customer Documents unless such loss results
misfeasance of BSSC or other Bear Stearns Entity, but in no event is
ble for consequential or other types of special damages. Neither BSSC
le for losses to the Master Fund caused by the insolvency, acts or

investments or cash may be
sub-custodian or third party
controlled by it as for
Entities against any lo
Documents.

scretion relating to the Master Fund’s investments. Neither BSSC nor any other Bear
iy responsibility for monitoring whether investments by any investment manager or advisor are

istered with and regulated by the Securities and Exchange Commission in the United States. BSIL is

¢d:by the Financial Services Authority in the United Kingdom. BSC has a credit rating ot A-1 by Standard &
Poor- s.and P1 by Moody’s for its short-term debt, a credit rating of A by Standard & Poor’s for its long term debt
and a credit rating of A2 by Moody’s for its long term debt. BSSC is separately rated A-1 for short term debt and
single A+ for long term debt by Standard & Poor’s.

The Bear Stearns Entities and the Master Fund each reserve the right to change the arrangements described above by
agreement between them, and the Bear Stearns Entities have certain rights to modify such arrangements on notice to
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the Master Fund. The Master Fund may, in its discretion, terminate the arrangements described above in accordance
with the Customer Documents. BSSC and each other Bear Stearns Entity reserve the right not to clear transactions
and not to provide any of the services (including prime brokerage) described above if the provision of such services
or the clearing of transactions presents a risk unacceptable to them and reserve the right to terminate the
arrangements in accordance with the provisions of the Customer Documents.

BSSC and the other Bear Stearns Entities are service providers and are not responsible for the prepa
document or the activities of the Master Fund and therefore accept no responsibility for the aeguracy, of “any
information contained in this document.

The Investment Manager may, in its discretion, appoint additional or alternative prime broker,
WITHDRAWALS, DISTRIBUTIONS AND ASSIGNMENT
VWithdrawals

Prior to the completion of the winding up of the Partnership, no Limited Part allshave the right to withdraw, or

receive any return of, any portion of any of such Limited Partner’s capital
the Partnership except as discussed in this section.

tner, withdraw all or a portion of such Limited
of the last Business Day of the twelfth month-end
nth-end following the first year anniversary of

upon not less than 60 days’ prior written notice to the Gefler
Partner’s Capital Account attributable to a capital contrib

For example, with respect to a capital co
withdraw all or part of its Capital Accow
withdrawal fee as of July 31, 2007 (i.e., tk

credited with the time
application of the wi

Y-upon not less than 60 days’ prior written notice to the General Partner, withdraw all or a portion of its
Capital Account attributable to such Interests as of the last Business Day of any calendar quarter without being
subject to any withdrawal fee.

Partial withdrawals may not reduce a Limited Partner’s Capital Account to less than the minimum investment of
$1,000,000, unless such minimum is reduced or waived by the General Partner in its sole discretion.
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If a Limited Partner makes capital contributions at different times, each capital contribution will be treated
separately for the purpose of determining any applicable withdrawal fee, and withdrawals will be deemed to be
made from the earliest capital contribution (as adjusted for changes in the Net Asset Value). The withdrawal fees
described above are payable to the Partnership and are intended generally to cover anticipated expenses relating to
the liquidation of Master Fund assets required to fund the relevant withdrawals, including “breakage costs’.. The

to reduce or waive such withdrawal fees, including when there are no such expenses.

The General Partner may permit withdrawals on such shorter notice or on any date other tl

‘T the Master Fund,
during such calendar

Any unhonored portion of a
d to the next Withdrawal Date subject

to the same limitation.

Withdrawal requests must be submitted in writing, dehvere
may not be submitted by electronic mail.

All distributions may be made in cash or other pro;
General Partner (or by the liquidator, in the cage
Partnership). Subject to its assessment of th
economic conditions, the General Partner
to make distributions in the form of cash,.

Date. However, upon a compl
charges and credits propetly allo
to such Limited Partner 90%:0f the With
balance (based on unaudited. data), without interest, will be paid within 60 days of such Withdrawal Date. Any
amount subject to the : “hald-back” will not remain subject to the profit/loss of the Partnership following
the Withdrawal Date Partner may waive the foregoing hold-back provisions in its sole and absolute
discretion and per wal of any Limited Partner to be made generally within 30 days of the effective

that

{ited nismbers. If, after payment of Capital Withdrawal proceeds, the General Partner determines that
adjustment ta the Net Asset Value as of any Withdrawal Date is necessary, the withdrawing Limited Partner (if the
: falue is adjusted upwards) or the remaining Limited Partners (if the Net Asset Value is adjusted
rds) will bear the risk of such adjustment. The withdrawing Limited Partner will neither receive proceeds
from;nor will it be required to reimburse, the Partnership in such circumstances.

Generally, no interest will be paid by the Partnership on withdrawn amounts pending distribution to Limited
Partners. However, a Limited Partner may be credited with interest in respect of payments deferred to the extent
that doing so would, in the General Partner’s sole and absolute discretion, be equitable.
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In its discretion, the General Partner may hold back a portion of the withdrawal proceeds payable to a Limited
Partner in respect of withdrawn Interests (whether such redemption is voluntary or compulsory) to satisfy estimated
or accrued expenses, contingencies or liabilities. The amount held back is in the General Partner’s discretion.

Compulsory Withdrawals

The General Partner may compel a Limited Partner to withdraw entirely from the Partnership, or to
portion of such Limited Partner’s Capital Account, at any time without notice, if the General Partner réasonably

regulated under the Company Act; (ii) causing the Pannershlp to be an association or °
taxable as a corporation for U.S. federal income tax purposes; (iii) causing the assets of
to be “plan assets” for purposes of ERISA or Section 4975 of the Code; (iv) causmg thy
under the Exchange Act, or the offenng of its Interests reglstered under the Securi

NFA (if the General Partner is not then so registered and/or such a memb
or any contractual provision to which the Partnership or its property o1
causing the Partnership to be in violation of (in the reasonable jud;

am and related resp0n51b111tles of the
Partner may compel a Limited Partner

ntinued participation in the Partnership
ership or the other Limited Partners at a
material administrative disadvantage; provided that the €
Limited Partner during the pendency of a Removal

The General Partner may suspend the determitiation ‘of Net Asset Value, limit or suspend withdrawals and/or delay
payment of withdrawal proceeds: (a) when any securities exchange, board of trade, or organized inter-dealer market
on which a significant portion on the ership’s assets is regularly quoted or traded is closed (other than for
holidays) or trading thereon has ed or suspended; (b) whenever, as a result of events, conditions, or
circumstances beyond the contro responsibility of the Partnership, disposal of the assets of the Partnership or
other transactions in the ordmary irse of the Partnership’s business involving the sale, transfer, delivery, or
withdrawal of securities not reasonably practicable; (c) if it is not reasonably practicable to determine the
Net Asset Value on a anditimely basis; or (d) during any period when the Partnership has insufticient
liquid assets to make p. those Limited Partners that have requested withdrawals. Any such suspension
shall take effect e General Partner shall declare, and thereafter there will be no determination of the
Net Asset Valug of the artnership or any withdrawals or payment of withdrawal proceeds, until the General Partner
the end, except that such suspension shall terminate in any event on the first business day
giving rise to the suspension will have ceased to exist and (ii) no other condition under
‘authorized will exist. In the event withdrawals are limited rather than suspended, withdrawal

rmination of the General Partner shall be conclusive. Notice of any limitation or suspension will be given
imited Partner who has submitted a withdrawal request and to whom full payment of the withdrawal
as not yet been remitted. If a withdrawal request is not withdrawn by a Limited Partner following
notitigation of a suspension, the withdrawal will be completed as of the next month-end following the end of the
suspension.

The Master Fund has comparable ability to suspend redemptions of the Partnership’s shares in the Master Fund.
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Distributions

The General Partner may, at any time or from time to time, but shall be under no obligation to, cause the Partnership
to make a distribution to the Partners pro rata in accordance with their Capital Accounts as of the beginning of the
Accounting Period in which such distribution is made. The General Partner does not intend to cause the P
to make any such distributions.

Assignments

No Limited Partner may transfer (whether by sale, assignment, gift, exchange, pledge, mortgage
or any other conveyance, disposition, or encumbrance, or any swap or other derivative traf
value or change in value of an Interest, whether voluntary or involuntary) an Interest (or any
such transfer arises by operation of law or has been expressly approved by the General Pa;
may withhold such approval in its sole and absolute discretion or may grant such app
to such conditions as the General Partner may determine.

n sed on the
ein) unless

st (or interest therein)
s and losses, to receive such

has been transferred, such person (an “Assignee”) shall be enmled to share j
distributions, and to receive such allocations of items of the Partnership’s
as the transteror would have been entitled to share and receive in
transferred, but shall not be entitled to become a Limited Partner or

may determine.

If a Limited Partner desires to transfer an Interest (ox
for compliance with all conditions of transfer impe
any expenses incurred by the Partnership for lega
transfer or obtaining legal opinions in conn
Partner desiring to transfer an Interest (or a
or authorize the Partnership to obtain, an.op
transfer complies with the Securities Act an

“counsel satisfactory to the General Partner that the proposed
y applicable state securities laws.

ON OF PROFIT AND LOSS

This section of the Memgrandum “deseribes lengthy and detailed accounting provisions of the Partnership
Agreement, a copy of W ompanies this Memorandum and is incorporated herein by this reference. The
following description i only, is not intended to be complete, and is qualified in its entirety by such
reference.

Partnership A¢ ilnti

The General Partiier shall cause the Partnership to establish and maintain for each Partner (including the General
pital accéunt (“Capital Account™).

a Partner’s Capital Account as of the beginning of each Accounting Period is referred to as the
ing Balance” of such Capital Account for such Accounting Period, and the balance in a Partner’s Capital
f the end of each Accounting Period is referred to as the “Closing Balance” of such Capital Account for
¢counting Period.

The Opening Balance of a Partner’s Capital Account as of the beginning of the first Accounting Period in which a
capital contribution is credited to such Capital Account shall equal the amount of such contribution. The Opening
Balance of a Partner’s Capital Account as of the beginning of each subsequent Accounting Period shall equal the
Closing Balance of such Capital Account as of the end of the immediately preceding Accounting Period, increased

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599518



by any additional capital contribution credited to such Capital Account as of the beginning of such Accounting
Period and reduced by any Capital Withdrawals distributed from such Capital Account as of the beginning of such
Accounting Period.

The Closing Balance of a Partner’s Capital Account as of the end of an Accounting Period shall be e
Opening Balance of such Capital Account as of the beginning of such Accounting Period, adjusted in the
manner:

. first, any increase or decrease in Net Asset Value (determined prior to accru
Fees payable to the General Partner) for such Accounting Period shall be credited
may be) to such Opening Balance, pro rata in accordance with the Partnership Per:
such Capital Account as of the beginning of such Accounting Period;

. second, to the extent that the General Partner is entitled to receive 2
such Capital Account as of the end of such Accounting Period, the amount thgreof hafl be debited against
such Opening Balance and paid to the General Partner, not as an allocation to thé:General Partner’s Capital
Account (unless the General Partner so determines), but as a p nt fhade to a third- -party service
provider; ’

. third, to the extent that a Profit Share in respect of sy apital ‘Account is required to be credited
to the General Partner’s Capital Account as of the end of such Accéynting Period, the amount thereof shall
be debited against such Opening Balance and credited: ofit memo account (the “New Profit
Memo Account”), established solely for bookkeeping; nnection with the allocation of Profit
Share.

An “Accounting Period” shall (a) begin on the day after

the earlier of the close of the fiscal year of the Partn
Partner, the effective date of any transfer of
contribution or Capital Withdrawal, or such ot

the day preceding the effective date of any capital
be determined by the General Partner. Initially, the
General Partner intends to designate cach end as the close of an Accounting Period. “Partnership
Percentage” associated with a Partner’s Cai Aecount as of the beginning of an Accounting Period, means the
percentage determined by dividing the /@penirig, Balance of such Capital Account at such time by the Opening
Balances of all Capital Accounts and 7 Profit Memo Account at such time. The sum of the Partnership
Percentages associated with all Capit; ts shall at all times equal 100%.

Determination of Net Asset Val

Net asset value (“Net A

shall be determined as of the end of each Accounting Period and means the
the amount of its liabilities, in each case determined in accordance with GAAP

siaccrued liabilities irrespective of whether such liabilities may in fact never be paid.
determmmg the amount of the Partnership’s liabilities, the General Partner may estimate
‘on a regular or recurring basis over yearly or other periods and treat the amount of any

this purpose, liab
In addition, for ;

or such expenditure is incurred or (ii) arising in such prior Accounting Period, in which case such liability or
expenditure shall be charged to persons who were Partners during such prior Accounting Period (whether or not
such persons are Partners during the Accounting Period in which such liability is fixed or such expenditure is
incurred) in accordance with the Partnership Percentages associated with their Capital Accounts as of the beginning
of such prior Accounting Period, and the Partnership shall be entitled to collect from such persons the amounts so
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charged to them (with interest thereon accruing from the time such persons received the related distributions, at a
floating rate determined by the General Partner in its reasonable discretion).

The Partnership’s assets shall be valued in accordance with the following principles unless GAAP requires
otherwise:

e Assets listed or traded on a stock exchange or over-the-counter market (other than derivatives,
below) for which market quotations are readily available will be valued at the official close of bus
the principal exchange or market for such investment, provided that the value of any inves

valuation of the investment. If for specific assets the official close of business
the General Partner or its designee, reflect their fair value or are not available, th

value for such assets as at the close of business on the valuation date.

e If the assets are listed or traded on several stock exchanges or over-the-sountéi“iarkets, the official close of
business price on the stock exchange or over-the-counter market which, in the:opinion of the General Partner or

interest accrued, where applicable.

ettlement price for such instruments on such
market; if such price is not available such value sh obable realization value estimated with care and
in good faith by the General Partner or its desigrice counter derivative instruments will be valued on
each valuation date at the settlement price mdep firmed by the General Partner or its designee with
the counterparty or by commercial pricing*itipde tich may be obtained from an affiliate of the General
Partner. Open forward foreign exchange contfacts ‘¢hall be valued with reference to the prevailing forward
foreign exchange rates, which the Gg Partner or its designee deems appropriate in the circumstances.
Closed-out forward foreign exchan, contréiets that have not yet reached the maturity date will have locked-in a
fixed currency gain or loss. Thi ency amount shall be revalued at the same spot exchange rates used
for other assets.

e  Short-term money market ins riiments. and bank deposits shall be valued at cost plus accrued interest to the date
of valuation.

e Ifat the end of an:
asset is not o

: "Ig}eriod, the exchange or market herein designated for the valuation of any given
ingss, the valuation of such asset shall be determined as of the last preceding date on

which such exch inge ordmarket was open for business. If a security or commodity interest could not be
hquldated on valation date, due to the operation of daily limits or other rules of the exchange or market
designal r the:yaluation thereof, the settlement price on the first subsequent day on which the security or

commpdity intérest could be liquidated shall be the basis for determining the value thereof for that day, or such

no ‘active market for Repackaging Vehicle Junior Interests. The Investment Manager will use a fair-
thodology for determining the value of Repackaging Vehicle Junior Interests. This methodology will
of taking the present value of the future stream of projected cash flows to the Repackaging Vehicle
16r Interests over the projected life of the Repackaging Vehicle. The discount rate used in this analysis will
bé determined primarily by assessing the credit quality of the collateral pool of the Repackaging Vehicle.

e The foregoing valuations may be modified by the General Partner or its designee, in its sole and absolute
discretion, if and to the extent that it shall determine that such modifications are advisable in order to reflect
restrictions upon marketability or other factors affecting the value of assets or to obtain asset valuations within
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the time frames set by the General Partner. Without limiting the generality of the foregoing, the valuation of an
asset by the General Partner or its designee may reflect the amounts invested by the Partnership in such asset,
notwithstanding that such amounts may not represent the market value of such asset. The General Partner or its
designee may also follow some other prudent method of valuation other than that referred to above if it
considers that in the circumstances such other method of valuation should be adopted to reflect fairly th
of relevant investments or liabilities or to otherwise protect the interests of the Limited Partners.
Partner is entitled to exercise its reasonable judgment in determining the values to be attributed
liabilities and provided it is acting bona fide in the interest of the Partnership as a whole, such -
open to challenge by current or previous investors. All good faith determinations of val
Partner or its designee shall be final and conclusive as to all Partners.

So long as the Partnership gains exposure to the Master Fund through the Leverage Instru

will value the Leverage Instrument as though it represented a direct leveraged investmeiit, i
the purposes of the Leverage Instrument, the Leverage Instrument will be value
Counterparty as calculation agent under the terms of the Leverage Instrument. [tie of the Leverage
Instrument will be determined in large part by the net asset value per share of t] d. Generally, the net
asset value per share of the Master Fund will be the amount reported by thg inistr to the Master Fund,
however, the Leverage Instrument Counterparty may adjust such Valu s commercially reasonable
determination under certain circumstances. '

Organizational expenses are being amortized on a straight- line ba period of not less than 60 months,
itors, may be qualified with respect to the

securities could dramatically affect the Partnership’s Net?
its designee’s judgments regarding appropriate valuati

agedures, not expressly provided for in the Partnership
e determination is final and conclusive as to all Limited

All matters concerning valuation, as well as a
Agreement may be determined by the Gener:
Partners.

ortfolio is likely to be executed through and maintained with a Bear
nderstand that Bear Stearns Entities may value a substantial portion of
lé"in accordance with the foregoing provisions. See “Conflicts of

As a significant portion of the Partner.
Stearns Entity, prospective investors si
such portfolio, which valuatio
Interest”.

Special Allocations

Certain items of Partner:
Limited Partners as
certain types of-l :

ting Perlod ending as of the end of each calendar year, as of the date of any withdrawal from such Capital
Account (with respect to the amount withdrawn only), as of the date of any transfer of an interest in such Capital
Account (with respect to the amount transterred only) and as of the date of dissolution of the Partnership.

“Net New Income” in respect of a Limited Partner’s Capital Account as of a particular date is the amount, if any, by
which Cumulative Net Income in respect of such Capital Account determined as of such date exceeds the High
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Water Mark in respect of such Capital Account. The General Partner may, in its sole discretion, waive all or a
portion of the Profit Share due to the General Partner from any Limited Partner. “Cumulative Net Income” in
respect of a Limited Partner’s Capital Account as of a particular date is the amount, if any, by which (1) aggregate
realized and unrealized gains, and aggregate items of operating income, credited to such Capital Account during the
entire life of the Partnership to and including such date exceeds (2) aggregate realized and unrealized 1 , and
aggregate items of operating expenses, charged against such Capital Account during the entire life of the | i
to and including such date (without charging any of the General Partner’s Profit Share against
Account).

“High Water Mark” in respect of a Limited Partner’s Capital Account as of a specified dat
after the first calculation of a positive Profit Share in respect of such Capital Account pur:
provisions and, thereafter, (2) the highest amount of Cumulative Net Income previously calcu
Capital Account in accordance with the foregoing provisions, in either instance, subject tc:

> foregoing
respect of such

& High Water Mark
Accounting Period

excess of such High Water Mark over the current Cumulative Net Income
of which is equal to the Net Asset Value of the Capital Account immediate

artner’s Capital Account and a loss is
| to retain all Profit Shares previously
allocated to it in respect of that account. No subsequent Profit Sl
such Capital Account until such loss has been made up.

New Issues
The Partnership may from time to time invest in

public offering). The Board of Governors of the:
Purchase and Sale of Initial Equity Public Off

(i.e., equity securities which are issued in an initial
the “NASD”) has published the Restrictions on the
e “New Issues Rule”), which implements in part the

restricted persons (collectively, 5
securities in a new issue to thé Partnérshi
profits or losses relating to” ]

The Partnership curren
Partners who are } i

mtend to allocate directly any profits or losses relating to new issues to Limited
sons. The General Partner reserves the right, however, (but is not obligated) to
y in the future without seeking the consent of any Limited Partners, in order to permit the
y all Partners more broadly, including Restricted Persons, to the extent permitted by the
be amended from time to time.

» Limited Partner is a collective investment vehicle, as long as such Limited Partner complies with the
émption under the New Issues Rule (i.e., 10% or less of new issues profits and losses are allocated to
érson investors in such Limited Partner), such Limited Partner will be treated as unrestricted for new
fion purposes.

Tax Allocations

As of the end of each fiscal year, Partnership income will be allocated among the Partners as follows: First, net
income will be allocated to the General Partner until the amount so allocated equals the aggregate Profit Share
allocated to the New Profit Memo Account for the year in question and all prior years. Second, net income will be
allocated to Partners who withdrew an Interest in full during the year, to eliminate the difference between the
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amount received and the Partner’s adjusted tax basis in its Interest. Third, net income will be allocated to any
Partner with a Capital Account balance in excess of its adjusted tax basis in its Interest. Finally, any net income not
previously allocated will be allocated pro rata among all Partners in proportion to their respective Capital Accounts.

As of the end of each fiscal year, Partnership loss will be allocated among the Partners as follows: First, net ]
be allocated to Partners who withdrew an Interest in full during the year, to eliminate the difference b
Partner’s adjusted tax basis in its Interest and the amount received upon withdrawal. Second, net
allocated to any Partner with an adjusted tax basis in its Interest in excess of its Capital Account balanc
any net loss not previously allocated will be allocated pro rata among all Partners in proportion tg thé
Capital Accounts. :

Notwithstanding the foregoing, the General Partner may allocate items of income, gain lo deduction on a

gross rather than a net basis.

tant to the Delaware
t:such Partner’s Capital

Upon liquidation of the Partnership, the assets of the Partnership available for distribution pt
Revised Uniform Limited Partnership Act will be distributed to each Partner i rat
Account bears to the Capital Accounts of all Partners.

CERTAIN U.S. FEDERAL INCOME TAX CO!

ome tax consequences to the Partners
> of 1986, as amended (the “Code”),

such matters.

*®

Any discussion of U.S. federal tax issues
promotion and marketing by the Partnershi

intended or wrltten to be used, and it ¢
penalties that may be imposed on:
circumstances from an independe

% %
Partnership Status
The General Partner has ag¢ idley Austin LLP that at least 90% of the gross income expected to be earned by

the Partnership

‘Master Fund will be treated as a disregarded entity if it has only one member and a partnership if it has
o members. The Master Fund should not be treated as a publicly traded partnership taxable as a
corpotation so long as at least 90% of its gross income constitutes “qualitfying income” under Section 7704 of the
Code and the Regulations promulgated thereunder.

No ruling has been obtained from the Internal Revenue Service (“IRS”) confirming this tax treatment, and the
General Partner does not intend to seek such a ruling. There can be no assurance that the IRS will not assert that the
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Partnership or the Master Fund should be treated as an association taxable as a corporation or as a publicly traded
partnership taxable as a corporation. If it were determined that the Partnership or the Master Fund should be treated
as an association or publicly traded partnership taxable as a corporation, the taxable income of the Partnership or the
Master Fund, as applicable, would be subject to corporate income tax rates, distributions (other than certain
redemptions) would generally be treated as qualified dividend income (described below) to the extent of the. current
or accumulated earnings and profits of the Partnership or the Master Fund, as applicable, and Limited
would not report profits and losses of the Partnership.

The following discussion assumes that the Partnership will be treated as a partnership for U.S. federal:incoine tax
purposes. :

Tax Characterization and Treatment of the Leverage Instrument

The Partnership will enter into the Leverage Instrument with the Leverage Instry
Instrument references a partnership interest in the Master Fund. The Leve
Partnership have agreed (in the absence of an administrative determinati
guidance to the contrary) to treat, to the extent that the Leverage Instrume
risk under the Leverage Instrument by investing in shares of the M:

)] rty hedges all or some of its
Fund, ‘the Partnership as the owner of a
a debt instrument for all tax purposes.

“In addition, even where the Leverage Instrument
by investing in shares of the Master Fund, because

of the absence of authorities, no assurance c
treatments. The tax consequences to the
treatments or if the IRS were successful.in
income tax purposes.

Prospective investors are urg
consequences of an investment 1n 1
any state, local or foreign tax
as the owner of a partne
instrument for all tax p

: ship and with respect to any tax consequences arising under the laws of
n. The following discussion assumes that the Pannershlp will be treated

THE LEVERAG

Tﬁxat' n of Partners on Profits or Losses of the Partnershi

ftiership and the Master Fund, as entities, will not be subject to U.S. federal income tax. The Partnership
will be required to report on its U.S. federal income tax return its allocable share of the Master Fund’s income,
gains, losses, deductions, credits and other items for the Master Fund’s taxable year ending with or within the
Partnership’s taxable year. Each Partner will, in turn, be required for U.S. federal income tax purposes to take into
account, in its taxable year with which or within which a taxable year of the Partnership ends, its distributive share
of all items of Partnership income, gain (including unrealized gain from any positions that are “marked-to-market”),
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loss or deduction for such taxable year of the Partnership. A Partner must take such items into account even if the
Partnership does not make any distributions of cash or other property to such Partner during his taxable year.

A Partner’s distributive share of such items for U.S. federal income tax purposes generally is determined by the
allocations made pursuant to the Partnership Agreement, provided that such allocations either have antial
economic effect” or are deemed to be in accordance with the Partners’ interests in the Partnership.
Partnership Agreement, allocations are generally made in proportion to Partners” Capital Accounts
should have substantial economic effect. However, the tax allocations permitted by the Partnership Agreeitieiit

would be redetermined based upon his interest in the Partnership by taking into account
circumstances. Such a redetermination might result in a larger share of income bein}
purposes) to the Partners who had not redeemed Interests during the taxable ye
pursuant to the Partnership Agreement.

Section 475(f) Election

de or business as a trader of
“tézmarket” treatment under section
or business. If such election is made,
some or loss and securities held on the
eir fair market value on such day. In
not apply. Any such election applies

If the Investment Manager determines that the Master Fund is en,
securities, the Investment Manager may cause the Master Fund to el

limited to its adjusted tax basis for its Inte
which such loss occurred. Generally, a Par

that-are not properly chargeable to the Capital Account and that are
’$:taxable income) and increased by its share of the Partnership’s

(including certain expenses of the Pan
not deductible in computing the Par
income, including gains.

Limitations on Deductibilityof C in:Expenses

The Code provides th n-cotporate taxpayers who itemize deductions when computing taxable income,
expenses of producmg in¢ome, mcluding investment adVlsory fees, are to be aggregated with unreimbursed

ate amount of such expenses will be deductible only to the extent such amount exceeds
gross income. In addition, for taxpayers whose adjusted gross income exceeds a certain

ith certain of a taxpayer’s other deductions, are subject to a reduction (scheduled to be phased out
.and 2010) equal to the lesser of 3% of the taxpayer’s adjusted gross income in excess of the AGI
nd 80% of the amount of certain itemized deductions otherwise allowable for the taxable year (the

The Partnership may be a trader or an investor. If the General Partner determines that the Partnership is an investor,
the Partnership will treat the Advisory Fee, as well as the other ordinary expenses of the Partnership, as “investment
advisory fees” subject to the 2% floor or the Phase-out. If, however, the General Partner determines that the
Partnership is a trader, the Partnership will treat the Advisory Fee, as well as the other ordinary expenses of the
Partnership, as ordinary business deductions not subject to the 2% tloor or the Phase-out. However, even if the
General Partner determines that the Partnership is a trader the IRS could contend that the Partnership should be
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characterized as an investor and that such expenses are subject to the aforementioned limitation on deductibility.
Regardless of the Partnership's status as a trader or investor, the Partnership will treat the General Partner's annual
Profit Share as a share of income and gain which is taxable to the General Partner rather than the Limited Partners
and therefore not a deduction by the Partnership which would be subject to the foregoing limitations on deductibility
if the Partnership were an investor. However, the IRS could contend that the General Partner's Profit Sh:
be characterized as “investment advisory fees” which would be subject to aforementioned limi
deductibility to the extent that the IRS successtully contended that the Partnership is properly charag

amended tax returns.

PROSPECTIVE INVESTORS MUST CONSULT THEIR OWN TAX ADVISE
FOREGOING “INVESTMENT ADVISORY FEES” ISSUE, WHICH IS A MATTE}
COULD HAVE A MATERIAL IMPACT ON AN INVESTMENT IN THE PARTNERSHIP:

CERTAINTY AND

Limitations on Deductibility of Interest Expense

ent is “investment interest”.
r carfy, an Interest or incurred by the
estment generally will be investment
ers only to the extent that it does not
me from interest, dividends, rents and
, over the expenses directly connected

Interest paid or accrued on indebtedness properly allocable to property he
Thus, any interest expense incurred by a Limited Partner to purch
Partnership or the Master Fund to purchase or carry property he

with the productlon of such investment income). Any lIlV‘:
taxable year solely by reason of the above limitation i
succeeding taxable year. A taxpayer’s qualified divi
sentence only to the extent such taxpayer elect
dividend income that is subject to tax at the
Income”, below.

orresponding reduction in the amount of qualitied
f 15% described below. See “Qualified Dividend

Syndication Fees

Neither the Partnership nor the Mas Wwill be entitled to any deduction for syndication fees such as the

agsive Activity Loss Rules™) designed to prevent the deduction of losses from
: i e not derived from such activities, including income from investment activities not
constituting a frade or - “busin ss, such as interest and dividends (“Portfoho Income”) and salary. The trading
activities of th p and the Master Fund will not constitute a “passive activity”, with the result that the
Partnership’s’ constitute Portfolio Income or other income not from a passive actiVity Accordingly,

ation on the Deductibility of Partnership Losses

A Partner who is a non-corporate taxpayer or closely-held corporation meeting certain tests will not be able to
currently deduct such Partner’s distributive share of the Partnership’s recognized losses for the taxable year, if any,
to the extent those losses exceed the amount the Partner is deemed to be economically “at risk™ with respect to the
Partnership’s activities. A Limited Partner in the Partnership is expected to be considered “at risk” with respect to
its investment in the Partnership to the extent of the adjusted basis of its Interest, less any amounts borrowed by the
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Limited Partner in connection with the acquisition of that Interest for which it is not personally liable and for which
it has not pledged any unrelated property as security. Losses denied under the at-risk limitations are suspended and
may be deducted in subsequent years, subject to these and other applicable limitations.

Gain or Loss on Securities; Wash Sale Rules

Unrealized gain or loss with respect to securities will be taken into account for tax purposes.

Short Sales

Certain short sale rules may affect the character and timing of gain or loss recognized by
Master Fund for U.S. federal income tax purposes. Under these rules, a short sale not othé
straddle rules or the constructive sale rules remains open until the short seller delivers thé
closes the transaction. Any gain or loss from closing a short sale is generally treated 4
exchange of a capital asset. Any such gain will be short-term capital gain, if, on the date=pf*$uch short sale, the
taxpayer holds substantially identical property for one year or less or if the taxpayer acquires:substantially identical
e.is a long-term capital loss if
re than one year. If a short sale
) normal short sale provision
must be, capitalized. Under the modified
suspended and does not begin to run
ver who is not a dealer, any gain from
wever, any loss on one position of a

Partnérship or the
ered by the
he lender and
loss from the sale or

is entered into as part of a straddle, the “modified short sale rule” applies
and certain carrying charges properly allocable to positions of the st
short sale rule, the holding period of any position that is part of a_

than one year.

In general, payments in lieu of cash dividends whic
sale are required to be capitalized it the short sa
extraordinary dividends) after the sale. To the.ext
deductible, rather than capitalizable, such ¢ i
interest expense limitations discussed a

“within 45 days (one year, in the case of certain
enditures made in connection with a short sale are

free from doubt. Limited Paginers will-be:fequired to treat any such derivatives for U.S. federal income tax purposes
in the same manner as the; treated by the Partnership. In addition, the U.S. Treasury Department has recently
issued proposed regula; afféct the timing and character of contingent non-periodic payments on notional
principal contracts. If fin; their current form, these regulations could affect the tax treatment of payments on
derivatives treated: i principal contracts. Potential investors should consult their tax advisors regarding an
investment in a j that invests and trades in derivatives.

ill be includible in the taxable income of Limited Partners of the Partnership in each year that the
the Master Fund owns such debt instruments. The rules concerning original issue discount (Sections
1 the Code) are complex, and a complete discussion of such rules is beyond the scope of this Summary.

Ty, the term “original issue discount” means the excess of the stated redemption price at maturity of the debt
obligation (i.e., all payments due under the debt obligation other than payments of stated interest meeting certain
requirements) over its issue price. The amount of original issue discount required to be included in the gross income
of the Limited Partners in a taxable year will equal the sum of the “daily portions™ of original issue discount for each
day during the taxable year in which the Partnership or the Master Fund holds such debt instruments. A Limited
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Partner will be required to include in income its allocable share of the amount of original issue discount accrued, on
a constant-yield basis, with respect to a debt obligation held by the Partnership or the Master Fund.

Market Discount

If the Partnership purchases a debt instrument (“note”), other than a note issued with original issue’ discount

havmg purchased the note at a “market discount”, unless such market discount is less than a speci
amount.

ludéd and is treated

ill be considered to
accrue ratably during the period from the date of acquisition to the maturlt
elects to accrue market discount on the basis of a constant interest rate.

the treatment as ordinary income of gain upon the disposition of, the note and upon the receipt of certain cash
payments and regarding the deferral of interest deductionié will figt apply. Generally, such currently included market
discount is treated as ordinary interest. Such an elec to all market discount debt instruments acquired
by the Partnership on or atter the first day of the which such election applies and may be revoked
only with the consent of the IRS.

Amortizable Bond Premium

If the Partnership or the Master Fund a‘bond at a cost that, generally, is in excess of the amount payable
on maturity, the excess may constitut izable bond premium which is treated as a reduction of interest on such
bond. If the Partnership or the M; : tiiakes an election under Section 171 of the Code, the Partnership or the
Master Fund generally will allocate, amoitizible bond premium among the interest payments on the bond and the
amount so allocated generally will be applied against (and operate to reduce) the amount of such interest payments.

Adjustment to Conv

Treasury regulatio#i§f mu gatéd under Section 305 of the Code treat a holder of convertible securities as having
received a construétive distribution where the conversion price of such securities is adjusted to reflect certain taxable

“dividends paid on securities of foreign issuers held by the Partnership or the Master Fund may be

_ taxes imposed by a foreign country. Pursuant to the Regulations under Section 704(b) of the Code,

foreign tax credits must be allocated in accordance with the receipts that generate such credits. Subject to the

requirements and limitations imposed by the Code, Limited Partners may elect to claim their allocable share of any

such foreign taxes paid by the Partnership or the Master Fund as a foreign tax credit against their U.S. federal

income tax liability. Limited Partners who do not elect to claim a foreign tax credit may claim a deduction for their
allocable share of such foreign taxes (subject to other applicable limitations on the deductibility of such taxes).
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Qualified Dividend Income

Qualified dividend income received in taxable years beginning on or before December 31, 2010, is subject to tax at
the rates applicable to adjusted net capital gain, discussed below. Generally, qualified dividend income is dividends
received from U.S. corporations and from certain foreign corporations, including foreign corporations wh hares
are listed on an established securities market in the United States. Qualified dividend income does 1
payments “in lieu of” dividends received from stock lending transactions nor dividends received on
extent the taxpayer is obligated to make related payments with respect to substantially similar or related:property
(e.g., a short sale of such stock). : '

Cash Distributions and Redemptions of Interests

emption of less
scribed below.

Cash received from the Partnership by a Partner as a distribution with respect to his Intere
than all of such Interest generally is not reportable as taxable income by a Partnef; ;
Rather, such distribution reduces (but not below zero) the total tax basis of the Interest held by“the Partner after the
distribution or redemption Any cash distribution in excess of a Partner’s adjusted. tax basis:for his Interest will be
taxable to him as gain from the sale or exchange of such Interest. Because a Péftner*:tax asis in his Interest is not
increased on account of his distributive share of the Partnership’s income t
year, dlstrlbunons durmg the taxable year could result in taxable gain to a

Redemption for cash of the entire Interest held by a Partng
federal income tax purposes. Such gain or loss will be eqital to th
cash distribution and the Partner’s adjusted tax basis for
includes for this purpose his distributive share of the P

ifference, if any, between the amount of the
* A Partner’s adjusted tax basis for his Interest
come or loss for the year of such redemption.

Distributions in Kind

The Partnership may pay withdrawal pro
gain or loss on the distribution of propert:

will have a basis in such pro uch Partner’s adjusted basis in his Interest, reduced by any cash

distributed in the transaction.

organizations, including pension and profit-sharing plans, are exempt from U.S.
eral exemption from tax does not apply to the “unrelated busmess taxable income”

oL orgamzatlon UBTI includes “unrelated debt-financed income”, which, for any taxable
(i) income derived by a tax-exempt organization (directly or through a partnership) from

federal income t
(“UBTI”) of a

gains dérived by a tax-exempt organization (directly or through a partnership) from the disposition of
property. with. respect to which there is “acquisition indebtedness™ at any time during the twelve-month period
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Unless otherwise permitted by the General Partner in its sole discretion, Interests may not be purchased by
persons who are exempt from U.S. federal income taxation. In lieu of an investment in the Partnership, any
non-U.S. person and any organization exempt from U.S. federal income taxation may want to consider and
should consult with the Investment Manager regarding an investment in the Offshore Enhanced Leverage
Feeder Fund.

TAX-EXEMPT INVESTORS ARE URGED TO CONSULT THEIR ADVISERS WITH RESPE
CONSEQUENCES OF AN INVESTMENT IN THE PARTNERSHIP.

Tax Shelter Regulations

The General Partner cannot predict whether any of the Partnership’s tran: 1 ubject it, the Partnership or
any of the Partners to the aforementioned requlrements However, if.the Genéial Partner (or any other material
to be subject to the aforementioned
L will cause the Partnership to, fully
th their tax advisors regarding the

Partnership Audits

The tax treatment of Partnership-related items is de

The General Partner has been appointed as “ta:
response to an audit. The limitations perio
1tems related to the Partnership is generally;

Partners It is possible that the IRS w
results in an adjustment the General

) 1nf0rmat10n returns to be filed by the Partnership. If an audit
d each Limited Partner may be required to pay additional taxes,

come tax consequences described above, the Partnership, the General Partner and
iibject to various state, local and municipal taxes. Certain of such taxes could, if

the Limited Part
applicable, have

herwise set forth, the foregoing statements regarding the U.S. federal income tax consequences to the
d“Partners of an investment in the Partnership are based upon the provisions of the Code as currently in effect
and ‘the existing administrative and judicial interpretations thereunder. No assurance can be given that
administrative, judicial or legislative changes will not occur that would make the foregoing statements incorrect or
incomplete.
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THE FOREGOING DISCUSSION IS NOT INTENDED AS A SUBSTITUTE FOR CAREFUL TAX PLANNING,
PARTICULARLY SINCE CERTAIN OF THE INCOME TAX CONSEQUENCES OF AN INVESTMENT IN
THE PARTNERSHIP MAY NOT BE THE SAME FOR ALL TAXPAYERS. ACCORDINGLY, PROSPECTIVE
INVESTORS IN THE PARTNERSHIP ARE URGED TO CONSULT THEIR TAX ADVISERS WITH SPECIFIC
REFERENCE TO THEIR OWN TAX SITUATION UNDER U.S. FEDERAL LAW AND THE PROVISIONS OF
APPLICABLE STATE, MUNICIPAL AND LOCAL LAWS BEFORE SUBSCRIBING FOR INTERES

INVESTMENTS BY EMPLOYEE BENEFIT PLANS
In General

The following section sets forth certain consequences under ERISA and the Code that
benefit plan” as defined in, and subject to Part 4 of Title I of, ERISA or of a “plan
Section 4975 of the Code who has investment discretion should consider before decidin
in the Partnership (such “employee benefit plans” and “plans” !
fiduciaries with investment discretion being referred to herein as “Plan Fiduci

il or tax advice to any person and was not
or the purpose of avoiding any U.S. federal tax
penalties that may be imposed on such person. or should seek advice based on its particular

circumstances from an independent tax advisor.

*®

In general, the terms “employee benefit plan? as“defined in ERISA and “plan” as defined in Section 4975 of the
Code together refer to any plan or account:of various types that provides retirement benefits or welfare benefits to an
individual or to an employer’s employees and their beneficiaries. Such plans and accounts include, but are not
limited to, corporate pension and J lans, “simplified employee pension plans”, Keogh plans for self-
employed individuals (including. vidual retirement accounts described in Section 408 of the Code and
medical benefit plans.

Each Plan Fiduciary must propriate consideration to the facts and circumstances that are relevant to an

investment in the Partng ling the role an investment in the Partnership plays in the Plan’s investment

portfolio. Each Plan Fidueiary; before deciding to invest in the Partnership, must be satisfied that investment in the

Partnership is a priident invesin ment for the Plan, that the investments of the Plan, including the investment in the

Partnershlp, d ersi ied so as to minimize the risks of large losses and that an investment in the Partnership
1g documents of the Plan and related trust.

Res ric ionsion Investments by Benefit Plan Investors

: iid a regulation issued thereunder contain rules for determining when an investment by a Plan in an entity
will résult in the underlying assets of the entity being assets of the Plan for purposes of ERISA and Section 4975 of
the Code (i.e., “plan assets™). Those rules provide that assets of an entity will not be plan assets of a Plan that
purchases an interest therein it the investment by all “benefit plan investors™ is not “significant” or certain other
exceptions apply. The term “benefit plan investors” includes all Plans (i.e., all “employee benefit plans” as detined
in, and subject to Part 4 of Title I of, ERISA and all “plans” as detined in and subject to Section 4975 of the Code),

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599531



and all entities that hold “plan assets” (each a “Plan Assets Entity”) due to investments made in such entities by
already described benefit plan investors. ERISA provides that a Plan Assets Entity is considered to hold plan assets
only to the extent of the percentage of the Plan Assets Entity’s equity interests held by benefit plan investors. In
addition, all or a portion of an investment made by an insurance company using assets from its general account may
be treated as a benetit plan investor. Investments by benefit plan investors will be deemed not significant if.b

plan investors own, in the aggregate, less than 25% of the total value of each class of equity interests o

such entity, of any person who provides investment advice for a fee (direct or indirect) with respect.fc
and “affiliates” (as defined in the regulations issued under ERISA) of such persons; provided, h
no circumstances are investments by benefit plan investors excluded from such calculation). :

In order to avoid causing the assets of the Partnership to be “plan assets”, the General Part
aggregate investment by benefit plan investors to under 25% of the total value of each clai

enefit plan investor)
der common control

fee (direct or indirect) with respect to the assets of the Partnership, and any entity (othér than-
that is directly or indirectly through one or more intermediaries controlling, controlled by

or provides investment advice), and each of the principals, officers and e
who has the power to exercise a controlling influence over the managei
Partnership). Furthermore, because the 25% test is ongoing, it not only. restr

es of such entity or of the
additional investments by benefit
benefit plan investors withdraw from
tionsi.or such mandatory withdrawals are
f the Partnership to be “plan assets”,
anner as the General Partner, in its sole

the Partnership if other investors withdraw. If rejection of s
necessary, as determined by the General Partner, to avoid cau, m heass
the General Partner will effect such rejections or withdra
discretion, determines.

Ineligible Purchasers

Plan if the General Partner, the Administrator, any
everage Instrument Counterparty, Stone Tower Debt
ny‘Placement Agent, any of their respective affiliates or any of
vestinent discretion with respect to the investment of such plan assets; (ii)
nlarly gives investment advice with respect to such plan assets, for a fee,
itig that such advice will serve as a primary basis for investment
decisions with respect to such pl that such advice will be based on the particular investment needs of
the Plan; or (iii) is an employer maj taitiingor contributing to such Plan. A party that is described in clause (i) or
(ii) of the preceding senten@e is a fidugiary under ERISA and the Code with respect to the Plan, and any such
purchase might result in a “prohibited transaction” under ERISA and the Code.

In general, Interests may not be purchased wit
Director of the Master Fund, BSIL, the an
Advisors LLC, Dresdner Bank AG Londo
their respective employees either: (i) has i
has authority or responsibility to give o
and pursuant to an agreement or ui

from the prohibited transaction rules of ERISA and Section 4975 of the Code
ansaction for a Plan or Plan Assets Entity to purchase Interests from, or withdraw
rtnership if the Partnership or Master Fund is a “party in interest” as defined in Section 3(14) of
ERISA or a ¢ alified person” as detined in Section 4975(e)(2) of the Code with respect to the Plan or one or
more Plans holdiing an“iiiterest in the Plan Assets Entity. A party in interest and a disqualified person include a
which 5% or more of the voting power or value of the company is owned directly or indirectly by a

rvice provider with respect to a Plan. Because Barclays Bank PLC Will be the sole investor in the

In addition, unless an
applies, it may b
Interests of, the,

‘which Barclays Bank PLC or one of its affiliates is a fiduciary or service provider. Therefore, in order

:engaging in any direct or indirect prohibited transaction, during any time that Barclays Bank PLC owns
r more of the Master Fund, a benefit plan investor may not purchase Interests or withdraw Interests unless
either: one of the following prohibited transaction exemptions applies and will continue to apply while the benefit
plan investor owns Interests: (i) Prohibited Transaction Class Exemption (“PTCE”) 84-14 applicable to certain
transactions involving qualified professional asset managers, (ii) PTCE 96-23 applicable to certain transactions
involving in-house asset managers, (iii) PTCE 90-1 applicable to certain transactions involving insurance company
pooled separate accounts, (iv) PTCE 91-38 applicable to certain transactions involving bank collective investment
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funds, (v) PTCE 95-60 applicable to certain transactions involving insurance company general accounts, or (vi) the
service provider exemption provided by Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code; or the
benefit plan investor has determined that it has no relationship, and will not have a relationship, during the time it
holds Interests, to Barclays Bank PLC or any of its affiliates that would cause the Partnership to be a “party in
interest” or “disqualified person” with respect to such benefit plan investor.

existing administrative and judicial interpretations thereunder. No assurance can be given
judicial, or legislative changes will not occur that may make the foregoing statements incorrect

This is a private offering pursuant to exemptions provided by ;8
thereunder. The Partnership’s assets are managed by the Gencr
feature designed to assure a return of capital to investors.

Bear Stearns, certain of its affiliates and certain non-
respect to Interests (collectively, “Placement Agents
certain other conditions. The General Partner i
registered as such with the SEC and is a memb
Additionally, the General Partner may appointiyndg
individual which is ineligible for or not sub;
Interests outside the United States and i

0 appoint any broker-dealer of securities which is
ith the NASD to make offers or sales of Interests.

régistration or NASD membership to make offers or sales of
sscssions or territories.

IPTION PROCEDURE

Interests are offered for sale thro eh P ent Agents on a continuous basis as of the opening of business of the
first Business Day of each alendar miontli. The minimum initial subscription amount for each new investor in the
Partnership is $1,000,000, inimum additional investment is $500,000. The General Partner may accept or
reject any initial or adi ions and may waive the minimum subscription amounts in its sole discretion.

In order to subscribéfor Interests, a prospective investor must submit a fully completed and executed Subscription
Agreement to the*(jener Partner. Subscription Agreements must be received by the General Partner at least tive
1 ie Subscription Date (or such shorter period permitted by the General Partner). The

‘Asset Management Inc., 383 Madison Avenue, New York, New York 10179.

All subscriptions are irrevocable. The Partnership may accept a subscription only in part, and will promptly notify
any affected subscriber.

As part of the subscription process, prospective investors must furnish the General Partner and the Administrator
with all representations and documentation required pursuant to their anti-money laundering policies and applicable
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anti-money laundering laws and regulations and agree to provide any information deemed necessary by the General
Partner in its sole discretion to comply with its anti-money laundering program and related responsibilities from
time to time.

PROSPECTIVE SUBSCRIBERS MUST CAREFULLY CONSIDER THE INFORMATION REQUIRED IN
THE SUBSCRIPTION AGREEMENT AND THE PROPOSED AMOUNT OF THEIR INVEST
LIGHT OF THE AMOUNT OF THEIR OTHER SPECULATIVE INVESTMENTS. AN INVE
THE PARTNERSHIP IS SUITABLE ONLY FOR A LIMITED PORTION OF THE RISK SEGMENT OF
AN INVESTOR’S PORTFOLIO.

PRIVACY STATEMENT

lists or individual investor information. Internal pohcles are in place t
investor needs to be served. Only individuals who need to do so in ¢
investor information. The Partnership and the General Partner
safeguards that comply with federal standards to protect confide

out t igir job responsibilities may access
physical, electronic, and procedural

ucational and professional background, assets, and
, the Administrator and the General Partner and its

(such as name, address, birth date, social securi
income) and the investors’ transactions with the:]
affiliates (such as investments, performanc
and the General Partner to serve investors,;
various services for the Partnership, the.A
custodians, administrators, and brok
name and address), transaction and €
to accomplish transactions.

s shared information mcludes identification mformatlon (e g ,
¢ information (e.g., account balance), and other information necessary
oi may be shared with affiliates, with companies with which the
rketing agreements, or with other parties only as permissible by law.

fit Shares or incentive fees (ii) preferential transfer or hquldlty rights, including additional
dates and waived or reduced withdrawal notice periods, withdrawal fees or holdback periods for

nership is otherwise closed to new or additional investments and (iv) undertakings designed to protect an
investor from violating an applicable statute or administrative regulation. The Partnership may also agree to provide
certain investors with supplemental information and reports; provided, however, that any such supplemental
information and reports will also be offered to all other Limited Partners (who may or may not choose to receive
such supplemental information and reports). In any such case, the supplemental information or reports provided for
in the Side Letter may affect the decision of its recipient to request a withdrawal from its Capital Account. Other
than with respect to supplemental information and reports, Side Letters will not generally entitle other investors to
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the same preferential terms of investment and the Partnership may not disclose to other investors the existence or
terms of any such Side Letters. The Partnership will enter into Side Letters only it and to the extent they are
consistent, and implemented in accordance, with the governing documents of the Partnership and the fiduciary
duties owed by the Partnership to its investors.

Reports to Limited Partners

Partners will also receive all necessary federal tax information regarding the Partnershi;
will be mailed to Limited Partners at their registered addresses.

Amendments to the Partnership Agreement

The Partnership Agreement provides generally that the General Partner ma
any time and from time to time, in a manner that materially adversely a
have a material adverse affect on the Partnership or the Limited Partn
Partner may not make any such amendment without (i) giving notificati
days prior to the implementation of such amendment, setting forth a
(ii) obtaining the Consent of the Partnership (as defined in the P
the implementation thereof.

nership Agreement at
: reasonably be expected to

the‘ 1m1ted Partners at least thirty (30)
facts relating to such amendment and

In addition, the General Partner, without obtaining the auth
giving prior notification to any Limited Partner, may ame
time to the extent necessary, in the reasonable judgme

tion, or approval of any Limited Partner and without
artnérship Agreement at any time and from time to

(i) cause the provisions relating
the Code and the Regulations there

(iii)
purposes;

ined in and subject to ERISA or of any plan as defined in Section 4975 of the Code (or any
corresponding provisions of succeeding law) or to avoid the Partnership’s engaging in a prohibited
ction as defined in Section 406 of ERISA or Section 4975(c) of the Code;

prevent the Partnership from being required to register as an “investment company” under the
ompany Act;

(vii) add to the obligations of the General Partner for the benefit of the Partnership or the Limited
Partners;
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(viii)  reflect the admission, substitution, termination, or withdrawal of Partners after the date hereof in
accordance with the provisions of the Partnership Agreement;

(ix) cure any ambiguity in the Partnership Agreement or correct any provision in the Partnership
Agreement that is manifestly incorrect; or

(%) provide that any one or more additional General Partners may possess and exerci
more of the rights, powers, and authority of a general partner under the Partnership Agreem

Moreover, upon giving notification to the Limited Partners, but without obtaining the authoriza
any Limited Partner, the General Partner may amend the Partnership Agreement at any tim
for such purpose as the General Partner may deem necessary, appropriate, advisable, or conv
the General Partner’s reasonable judgment, such amendment could not reasonably be expected
adverse affect on the Partnership or any Limited Partner. No such amendment, however, may, either eliminate or set
a significant barrier to the rights of the Nonaffiliated Limited Partners to remove and/og repl: General Partner,
as provided in the Partnership Agreement. :

Available Documents

The Master Fund’s Memorandum and Articles of Association and:the Partiigrship’s and the Master Fund’s
agreements with the General Partner and the Administrator are aviilableifor inspection and review by Limited
iy al business hours at the office of the

nd préspective investors at cost upon request.
\ any additional information necessary to
| ini"this Memorandum, to the extent that the
t uniteasonable effort or expense. Such review is
ing strategics utilized by the General Partner and

verify the accuracy of any representations or information®sel
Partnership possesses such information or can acquire it:wi

of.its assets in Repackaging Vehicle Junior Interests, and an
of investing in Repackaging Vehicle Junior Interests, the

ed Partners and prospective investors without charge upon request
agement Inc., 383 Madison Avenue, New York, New York 10179,
one: 212-272-1630; facsimile: 917-849-3018.

imposed on the Partnership, will be st
to the General Partner at Bear Stearns
Attention: Alternative Fund Services; t

Inquiries

Inquiries regarding the pand the Interests should be directed to the General Partner.

INY1 5855102v.21
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