







































































































































































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

Confidential Treatment Requested by JPMorgan BSC-FCIC-e00599525



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),
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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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