EXHIBIT 21



IN THE MATTER OF

MADOFF CHARITIES INVESTIGATION

120 Broadway
New York, New York

March 25, 2009
10:19 a.m.

EXAMINATION UNDER OATH of
-, pursuant to Subpoena, held at the

above place, date and time, before

a Notary Public of the State of

7

New York.

VERITEXT REPORTING COMPANY
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A. I don't think so.

Q. During the time from when you
started working for Mr. Teicher up until
the time he went to prison, during that
time period, were you aware of an
individual Bernard Madoff?

A. Yes.

Q. Did you have occasion at any
time to meet Mr. Madoff prior to Mr.

Teicher going to prison?

A. I don't think so.

Q. Have you ever met Mr. Madoff
personally?

A. I don't think so.

Q. Well, you don't recall being

introduced to a gentleman and being told
his name was Bernard Madoff?

A. Correct.

Q. Did you hear Mr. Madoff's name
mentioned from the time you started with
Victor Teicher & Company until the time
Mr. Teicher went to prison, was his name
mentioned at the office?

A. Yes.
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Q. And who would talk about him?

A. Victor spoke about him and Ezra
spoke about him.

Q. Were you ever part of a
conversation where it was you, Mr. Teicher
and Mr. Merkin where Mr. Madoff's name

came up and he was spoken about?

A. I believe so.
Q. What was the nature of those
conversations?

_: He talked about a

conversation, singular, that's what he

said.

Q. You said there was one
conversation --

_: That he recalls.

Q. -- of that type that you recall?

A. Yes.

Q. Tell me about that one
conversation.

A. Vague general recollection of

Victor saying that he didn't believe in it
or he didn't think it was worth investing

in.
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Q. What was "it"?

A. Meaning Mr. Madoff or Mr.
Madoff's entities, and saying that it
could be a scam or Ponzi, that's, I have a
picture of such a conversation vaguely.

Q. And where did that conversation
take place, was it at 450 or at the
Equitable Building, do you remember?

A, In my mind's eye, it's before
450 Park, I'm just not sure.

Q. And when Mr. Teicher said those
things about Mr. Madoff, was there a

response from Mr. Merkin?

A. In that conversation?
Q. In that conversation.
A. I don't recall one way or

another for the part that I was there.

Q. Well, did you leave immediately
after Mr. Teicher made those comments?

A. I don't recall.

Q. But, so you have no recollection
of any response by Ezra Merkin to those
comments by Victor Teicher in that

conversation?
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Q. Okay, was Mr. Teicher going to
take over the merger arbitrage part of
that portfolio?

A. Mr. Teicher took over everything
that was going on at 450 Park.

MS. ROSEN: Including you?

A. In that space, very much me.

Q. So you began reporting to Mr.
Teicher in 1998?

A. Correct, late 1998.

Q. Were you aware of Mr. Teicher
being charged with any overarching
strategy or task with respect to these
assets that had done poorly?

A. He was asked to, you know,;sell
them down significantly, restructure the
portfolio and try to get the ball rolling
in the right direction again.

Q. Was it your understanding that
he was going to be there, at the time he
came back, was it your understanding that
he was going to be there indefinitely?

A. No.

Q. What was your understanding?

VERITEXT REPORTING COMPANY
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A. My understanding was that he had
a consent decree with the SEC that allowed
him to work for nonregistered advisors
until the expiration of some set of
appeals, and that was expected to go for a
year plus, but certainly not
indefinitely.

And then depending on the
outcome, he either would be able to or
wouldn't be able to stay beyond that.

Q. So your understanding is that
Mr. Merkin retained him with the
understanding that he might not be able to
stay more than a year or so?

A. He would likely not be able to
stay more than a year or so.

Q. So winning the appeal was viewed
as unlikely, I take it?

A, Less than 50 certainly.

Q. Was there sort of any stated
goal as to what would happen in terms of
the liquidation of assets that had
performed poorly over the course of that

year or so?
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rather than taking a long break for
lunch and spending a lot of the time
for the rest of the day.
Does that work for you, .
N
THE WITNESS: I much appreciate
it.
MS. ROSEN: Then we'll move on.
BY MR. BORTEN:
Q. What was the relative size of
the portfolio managed by you and .

- during that three years that it was

just the two of you?

A. Mine was larger than his.
Q. By what?
A. I think that in '95 it was

something less than double. I think that
in '98 it, at the beginning of '98, it was
more than double.

Q. So when exactly did you find out
that Ariel and Gabriel did have an
investment with Mr. Madoff?

A. I'm not sure.

Q. How did you find out?
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A. Okay, I'm sure that I found out
subsequent, right after December 1llth.
Q. Okay.

A. So with respect to that, I found

_: This is in 20082

THE WITNESS: 1In 2008, vyes.

Q. How did that come up?

A. He just told it to me.

Q. Were you surprised?

A. Shocked.

Q. What did you say to him?

A, In words or substance, you know,

oh, or my God.

Q. Did he give you any
understanding of what component of the
portfolio was invested with Madoff or what
sorts of, I don't know how else to say it,
was there any discussion of that sort of
issue?

A. I had some understanding of the
magnitude of it, yes.

Q. Did you get some understanding

that it was used as a cash manager?
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Gabriel Capital, LP

1B

Year End: December 31, 2007 rfPrepared by Reviewed by Reviewed by
Trial balance RT 2/8/2008 I1G 2/8/2008 AN 22672008
Reviewed by Reviewed by
CS 5/28/2008

Account Prelim Adj's Reclass Rep Annotation Rep 12/06 %Chg
1000 Due from broker - MSCO Pzena 340.00 0.00 0.00 340.00 c-1 327.00 4
1005 Due from broker - Goldman 0.00 0.00 0.00 0.00 5,000,000.00 (100)
1006 Due from Broker - Lehman Margin | 7,946,449.00 0.00 0.00 7,946,449.00 c-1 7.741,991.00 3
1010 Due from broker - Cerberus 0.00 0.00 (2,633,370.00) (2,633,370.00) CERB C-2 3,736,154.00 (170)
1025 Due from Broker - MSCO llil 3,517,235.00 0.00 0.00 3,517,235.00 c-1 3,517,235.00 0
1050 Due from broker - MSCO 43,807,386.00 0.00 (40,692,464.00) 3,114,922.00 c-1 67,848,836.00 (95)
1051 Due from broker - Madoff 6,643.00 0.00 0.00 6,643.00 c-1 42,953.00 (85)
1052 Due from broker - DKS 31,975,871.00 0.00 642,969.00 32,618,840.00 c-1 27,568,331.00 18
1053 Deposit MS/BS -FBRG 298,173,614.00 0.00 0.00 298,173,614.00 CERB C-1 265,672,744.00 12
1054 Due from Broker - OFFMAN 0.00 0.00 0.00 0.00 2,406.00 (100)
C Due from broker 385,427,538.00 0.00 (42,682,865.00) 342,744,673.00 381,130,977.00 (10)
1055 Income receivable 243,413.00 0.00 0.00 243,413.00 Dp-1 443,198.00 (45)
1056 Accrued bond interest - DKS 591,811.00 0.00 0.00 591,811.00 *F-1 778,183.00 (24)
1058 Receivable - FBRG 0.00 0.00 0.00 0.00 10-1 1,359,064.00 (100)
1078 FBRG- B/S other rec 4,285,661.00 0.00 (3,596,198.00) 689,463.00 PL-1 184,662.00 273
1083 Int Rec - GALLC 1,290,993.00 0.00 0.00 1,290,993.00 000 O
D Other receivables 6,411,878.00 0.00 (3,596,198.00) 2,815,680.00 2,765,107.00 2
1060 Investment in Madoff 336,508,127.00 0.00 0.00 336,508,127.00 2 F-1 276,910,942.00 22
1061 Investment in Cerberus 686,059,589.00 0.00 (21,766,763.00) 664,292,826.00 CERB F-4 361,776,722.00 84
1064 Investments - Gabriel 0.00 0.00 0.00 0.00 37,078,372.00 (100)
1066 Investment - Other 43,501,784.00 0.00 0.00 43,501,784.00 2F-1 601,784.00 7129
1067 Investment - DKS 80,490,181.00 0.00 (12,086,421.00) 68,403,760.00 2F-1 64,541,102.00 6
1070 Investment - House 1,115,166.00 0.00 0.00 1,115,166.00 = F-1 11,034,597.00 (90)
1073 Investments - LMV 0.00 0.00 0.00 0.00 16,833,115.00 (100)
1084 Investment - JNM 18,644,393.00 0.00 0.00 18,644,393.00 2F-1 0.00 0
2013 Market Value Accrual 0.00 0.00 0.00 0.00 3,123,195.00 (100)
F. 1 Investments 1,166,319,240.00 0.00 (33,853,184.00)1,132,466,056.00 771,899,829.00 47
1063 Investment in Bluebird 1,341,745.00 0.00 0.00 1,341,745.00 F-15 2,517,816.00 (47)
1065 Investment - Gotham Credit 168,520.00 0.00 0.00 168,520.00 r-14 5,923.00 2745
1068 Investment in CIP2 0.00 0.00 0.00 0.00 19,370,283.00 (100)
1069 Investment in CIP 3 0.00 0.00 0.00 0.00 33,347,012.00 (100)
1071 Investment in CIP 4 0.00 0.00 0.00 0.00 3,920,000.00 (100)
1072 Investment - 1ll Enhanced Credit 15,796,931.00 0.00 0.00 15,796,931.00 Fr-12 0.00 0
1080 Investment - Pershing Square |lI 0.00 0.00 0.00 0.00 8,350,459.00 (100)
1081 Investment - Pershing Square Il 0.00 0.00 0.00 0.00 22,905.00 (100)
1082 Investment - Pershing Square IV 4,578,455.00 0.00 0.00 4,578,455.00 F-11 000 _ 0O
F.2 Investmentin Limited Partnersh 21,885,651.00 0.00 0.00 21,885,651.00 67,534,398.00 (68)
2014 Capital withdrawals payable 0.00 (189,218,843.00) 0.00 (189,218,843.00) vI-1 0.00 0
DD Due to partners 0.00 (189,218,843.00) 0.00 (189,218,843.00) 0.00 0
2000 Short Investments - Gabriel 0.00 0.00 0.00 0.00 (686,994.00) (100)
2002 Short investments - Cerberus 0.00 0.00 (4,171,282.00) (4,171,282.00) FF-1 (37,901,837.00) (89)
2003 Short investments - DKS (20,000,487.00) 0.00 12,021,480.00 (7,979,007.00) 3 F-1 (13,502,007.00) (41)
2004 Short investments - other (40,692,464.00 ) 0.00  40,114,436.00 (578,028.00) 2 F-1 (213,173.00) 171
2005 Short Investments - House 0.00 0.00 {197,136.00) {(197,136.00) (876,633.00) (78)
2006 Short Investments - GALLC (105,386,985.00 ) 0.00 10,097,665.00 (95,289,320.00) PL-1 914,426.00(10521)
2012 Short Investments - JNM {686,994.00) 0.00 0.00 (686,994.00) > F-1 000 _ 0
FF Short Sales (166,766,930.00) 0.00 57,865,163.00 (108,901,767.00) (52,266,218.00) 108
2017 Repo agreements 0.00 0.00 (10,097,665.00) (10,097,665.00) PL-1 000 _ 0O
FF.1 Repo agreements 0.00 0.00 (10,097,665.00) (10,097,665.00) 0.00 0
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Gabriel Capital, LP

TB-1

Year End: December 31, 2007 Prepared by Reviewed by Reviewed by
Trial balance RT 2/8/2008 IG 2/8/2008 AW S 2672008

Reviewed by Reviewed by

CS 5/28/2008
Account Prelim Adj's Reclass Rep Annotation Rep 12/06 %Chg
2007 Accrued bond interest payable (85,043.00) 0.00 0.00 (85,043.00) ¢+ F-1 (113,509.00) (25)
2008 Accrued expenses payable (211,569.00) 0.00 0.00 (211,569.00) mx-1 (162,953.00) 30
2009 FBRG - Other Payable (13,262,028.00) 0.00 12,755,985.00 (506,043.00) pPL-1 0.00 0
2011 Payables - Cerberus 0.00 0.00 (2,157,999.00) _(2,157,999.00) HH-3 (971,449.00) 122
HH Accounts payable & acc. liab. (13,558,640.00) 0.00 10,597,986.00 (2,960,654.00) (1,247,911.00) 137
2010 Contributions received in advance 0.00 0.00 0.00 0.00 (4,250,000.00) (100)
KK Contribution received in advance 0.00 0.00 0.00 0.00 (4,250,000.00) (100)
3000 Partners capitai (1,236,009,245.00) 189,218,843.00 0.00(1,046,790,402.00) wWw-1 (1,001,138,924.00) _ §
WW Partners capital (1,236,009,245.00) 189,218,843.00 0.00(1,046,790,402.00) (1,001,138,924.00) 5
4000 Dividends income - Madoff 0.00 0.00 0.00 0.00 (3,645,430.00) (100)
4004 Dividend Income - FBRG (1,469,821.00) 0.00 0.00 (1,469,821.00) 5 pL-1 (2,496,553.00) (41)
4005 Dividend Income - DKS (482,011.00) 0.00 0.00 (482,011.00) rPL-1 (198,531.00) 143
4006 Dividend income - JNM (395,494.00) 0.00 0.00 (395,494.00) PL- (624,222.00) (37)
4007 Dividend income - Offm (2,741,826.00) 0.00 0.00 (2,741,826.00) rL-1 0.00 0
4008 Dividend income - other (2,998,703.00) 0.00 0.00 (2,998,703.00) PL-1 (1,209,204.00) 148
4047 Dividend Income - House (44,351.00) 0.00 0.00 (44,351.00) PL-1 (39,616.00) 12
10. 1 Dividend income (8,132,206.00) 0.00 0.00 (8,132,206.00) (8,213,556.00) (1)
4009 Interest Income - In House (152,012.00) 0.00 0.00 (152,012.00) PL-1 0.00 0
4011 Interest income - Gallc (13,486,772.00) 0.00 0.00 (13,486,772.00) 10-1 (6,741,433.00) 100
4013 Interest income - Pzena (13.00) 0.00 0.00 (13.00) (12.00) 8
4015 Interest income - Cerberus (2,630,827.00) 0.00 0.00 (2,630,827.00) 5> pPL-1 (2,355,200.00) 12
4019 Interest income - DKS (1,357,341.00) 0.00 0.00 (1,357,341.00) (1,699,234.00) (20)
4020 Interest Income - DKS Bond (3,319,287.00) 0.00 0.00 (3,319,287.00) pL-1 (4,347,126.00) (24)
4032 Interest income - JINM (2,684.00) 0.00 0.00 (2,684.00) PL-1 (931,199.00) (100)
4035 Interest income - I} (151,218.00) 0.00 0.00 (151,218.00) (4,775,689.00) (97)
4038 Other income 0.00 0.00 (19,080.00) (19,080.00) (2,089.00) 813
4040 Interest income - | (1,297,307.00) 0.00 0.00 (1,297,307.00) (4,187,832.00) (69)
4041 Interest Income - OFFM 0.00 0.00 0.00 0.00 (3,106.00) (100)
4042 Interest Inc - Other 0.00 0.00 0.00 0.00 (127,719.00) (100)
4044 Interest Income - Lehman (239,379.00) 0.00 0.00 (239,379.00) 000 _ 0
10. 2 Interest income (22,636,840.00) 0.00 (19,080.00) (22,655,920.00) (25,170,639.00) (10)
4021 Investment Inc. - Gotham Credit (162,597.00) 0.00 0.00 (162,597.00) F-14 23,197.00 (801)
4026 Investment income - Bluebird (636,929.00) 0.00 0.00 (636,929.00) F-15 (10,190,393.00) (94)
4031 Investment income - CIP2 0.00 0.00 0.00 0.00 (8,218,333.00) (100)
4034 Investment income - CIP3 0.00 0.00 (36,997,326.00) (36,997,326.00) PL-1 (7,121,861.00) 419
4036 Investment inc - Pers Sq Il (51.00) 0.00 0.00 (51.00) (1,654,693.00) (100)
4037 Investment inc - Pers Sq Il (2,627,932.00) 0.00 0.00 (2,627,932.00) #-10 (2,795,409.00) (6)
4043 Investment inc - Pers Sq IV 3,421,545.00 0.00 0.00 3,421,545.00 F-11 0.00 0
4045 Investment Inc - Enhanced llI 253,069.00 0.00 0.00 253,069.00 F-12 000 0
12. 1 Investmentin Limited Partners| 247,105.00 0.00 (36,997,326.00) (36,750,221.00) ¢ PL-1 (29,957,492.00) 23
4030 Unrealized gains/losses 0.00 0.00 11,246,060.00 11,246,060.00 12-1 (19,530,328.00) (158)
12. 2 Change in unrealized 0.00 0.00 11,246,060.00 11,246,060.00 (19,530,328.00) (158)
4022 Realized gains (losses) - Other 0.00 0.00 25,770,346.00 25,770,346.00 rL-1 13,420,312.00 92
4023 Realized gains (losses) - DKS (789,758.00) 0.00 0.00 (789,758.00) 7 PL-1 (3,029,441.00) (74)
4024 Realized gains/losses - Madoff (30,319,049.00) 0.00 0.00 (30,319,049.00) 7 PL-1 (24,983,290.00) 21
4025 Realized gains (losses) - Cerberus (137,862,955.00 ) 0.00 0.00 (137,862,955.00) (88,419,763.00) S6
4028 Realized gains (losses) - In house 114,630.00 0.00 0.00 114,630.00 PL-1 (3,662,372.00) (103)
4033 Trading rev - JNM (1,811,189.00) 0.00 0.00 (1,811,189.00) 7 PL-1 (5,524,481.00) (67)
4039 Trading gains - other (2,204,542.00) 0.00 0.00 (2,204,542.00) 7 pL-1 1,249,987.00 (276)
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Gabriel Capital, LP

TB-2

Year End: December 31, 2007 Prepared by Reviewed by Reviewed by
Trial balance RT 2/8/2008 IG 2/8/2008 AW R26:2008
Reviewed by Reviewed by
CS 5/28/2008

Account Prelim Adj's Reclass Rep Annotation Rep 12/06 %Chg
15 Realized gain (loss) (172,872,863.00) 0.00 25,770,346.00 (147,102,517.00) (110,949,048.00) 33
5000 Professional fees 285,852.00 0.00 0.00 285,852.00 40-2 175,096.00 63
5001 Professional fees - Cerberus (GALL 12,322,800.00 0.00 0.00 12,322,800.00 @ PL-1 7.517,984.00 64
5002 Position related expense 648,390.00 0.00 0.00 648,390.00 40-1 321,771.00 102
5006 Legal Fees 0.00 0.00 0.00 0.00 30,068.00 (100)
40 Professional fees 13,257,042.00 0.00 0.00 13,257,042.00 8,044,919.00 65
5004 Position related - FBRG 0.00 0.00 0.00 0.00 5,934,699.00 (100)
5005 Allocated Overhead - GALLC 8,278,890.00 0.00 0.00 8,278,890.00 40-1 44-2 0.00 0
5050 Occupancy expense 362,868.00 0.00 0.00 362,868.00 44-1 239,983.00 51
5055 Allocated overhead 2,024,936.00 0.00 0.00 2,024,936.00 44-1 2,321,911.00 (13)
44 Administrative expenses 10,666,694.00 0.00 0.00 10,666,694.00 8,496,593.00 26
5064 Interest Stock Loan Fee - DKS 173,210.00 0.00 0.00 173,210.00 284,717.00 (39)
5065 Interest Expense - DKS Bond 791,623.00 0.00 0.00 791,623.00 PL-1 1,358,951.00 (42)
5073 Interest Expense - FBRG 1,967,733.00 0.00 0.00 1,967,733.00 ¢ pL-1 1,347,005.00 46
5074 Interest Expense - | 58,188.00 0.00 0.00 58,188.00 000 _ 0O
45. 1 Interest expense 2,990,754.00 0.00 0.00 2,990,754.00 2,990,673.00 0
5067 Short Dividend - FBRG 592,763.00 0.00 0.00 592,763.00 PL-1 326,928.00 81
5068 Short Dividends 1,789.00 0.00 0.00 1,789.00 pPL-1 8,165.00 (78)
5069 Short dividends - DKS 80,804.00 0.00 0.00 80,804.00 Ppr-1 59,889.00 35
5070 Dividend withholding 15,032.00 0.00 0.00 15,032.00 3.083.00 388
45. 2 Dividend Expense 690,388.00 0.00 0.00 690,388.00 398,065.00 73
5110 Other expenses 210.00 0.00 0.00 210.00 TSTI 3.710.00  (94)
46 Other expenses 210.00 0.00 0.00 210.00 3,710.00 (94)
5076 Clearing related 59,875.00 0.00 0.00 59,875.00 30,160.00 99
47 Floor brokerage expense 59,875.00 0.00 0.00 59,875.00 30,160.00 99
5100 Management fee 12,020,348.00 0.00 0.00 12,020,348.00 ww-1 9,429,689.00 27
50 Management fees 12,020,348.00 0.00 0.00 12,020,348.00 9,429,689.00 27
1087 Resell agreements 0.00 0.00 21,766,763.00 21,766,763.00 000 _ 0O
F. 3 Resell agreements 0.00 0.00 21,766,763.00 21,766,763.00 0.00 0

(1.00) 0.00 0.00 (1.00) 12 4.00 (125)

Net Income (Loss)
1. See tab F-1 B

2. See tab F-1 B

3. See tab F-1 B

4. See tab F-1 B

5. See tab PL-1A

6. See P&L-1 tab B summary

7. See tab PL-1B Summary

8. See tab PL-1 A

163,709,492.00

163,709,492.00

164,427,257.00

2/9/2009
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Gabriel Capital, LP

TB-3

Year End: December 31, 2007 Prepared by Reviewed by Reviewed by
Trial balance RT 2/8/2008 1G 2/8/2008 AN Si26200%
Reviewed by Reviewed by
Ccs 5/28/2008
Account Prelim Adj's Reclass Rep Annotation Rep 12/06 %Chg

9. See tab PL-1 A

10.See PL-1 tab C
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PROSPECTUS
ARIEL FUND LIMITED
500,000 Redeemable Participating Preference Shares

Issued in Series

Ariel Fund Limited (the "Fund") is offering its Redeemable Participating
Preference Shares (the "Participating Shares”) to Qualified Purchasers (as defined herein) at an
offering price of $1,000 per share in minimum denominations of $500,000, and integral
multiples of $1,000 for investments above such amount. The Participating Shares will be offered
in series. Each subscriber of Participating Shares will be issued a different series. Additional
subscriptions of Participating Shares by the same person will also be issued in a different series.

The Fund is incorporated in the Cayman Islands and was formed for the purpose
of carrying on the business of an open-ended investment company. The Fund will engage
primarily in investing and trading in marketable securities and instruments of companies or other
entities which are the subject of a Reorganization. The term "Reorganization”, as used in this
Prospectus, includes tender offers, mergers, liquidations, recapitalizations, bankruptcies, spin-
offs, and other similar transactions. The securities and other instruments in which the Fund
primarily invests include common stock, preferred stock and other evidences of ownership
interests; bonds, trade creditor claims and other evidences of indebtedness and put and call
options on securities. The Fund will endeavor to purchase these securities at a discount to their
anticipated value upon consummation of the Reorganization. The Fund also may make other
types of investments, including the purchase of securities and other instruments which appear to
be undervalued and selling short securities which appear to be overvalued and, subject to the
further provisions of this Prospectus, commodity contracts. The Fund also may make indirect
investments, including investments in mutual funds, private investment partmerships, closed end
funds and other pooled investment vehicles which engage in similar investment strategies
(collectively, "Other Investment Entities”). In addition, from time to time, the Fund may acquire
assets or securities which Gabriel Capital Corporation (the "Investment Advisor”) believes lack a
readily ascertainable market value or otherwise lack sufficient liquidity. Certain of these
investments (not exceeding 25% of the Fund's assets, calculated at the time such investments are
designated, and with such investments valued at cost or other value determined by the
Investment Advisor) may be designated special investments (each, a "Special Investment”) as the
Investment Advisor shall determine in his sole discretion. In addition, existing investments may
be designated Special Investments. See "The Participating Shares.”

The Articles of Association of the Fund (the "Articles") generally prohibit
acquisition of Participating Shares by pationals or residents of the United States and the Fund
does not solicit investrnents by natiopals or residents of the United States. The Articles provide,
however, that the Fund's Directors may determine, in their discretion, to allow nationals or
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residents of the United States which are exempt from United States federal income taxation to
acquire Participating Shares. See "Suitability "

THE PARTICIPATING SHARES HAVE NOT BEEN REGISTERED UNDER
THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "ACT™) AND
ACCORDINGLY ARE NOT BEING OFFERED AND MAY NOT BE SOLD IN THE UNITED
STATES OR ITS TERRITORIES OR POSSESSIONS OR TO NATIONALS OR RESIDENTS
THEREOF EXCEPT PURSUANT TO AN EXEMPTION TO THE REGISTRATION
REQUIREMENTS OF THE ACT. THE PARTICIPATING SHARES MAY NOT BE
OFFERED TO THE PUBLIC OF THE CAYMAN ISLANDS. THE PARTICIPATING
SHARES WILL NOT BE LISTED ON ANY EXCHANGE AND THE FURTHER SALE OR
DISTRIBUTION OF PARTICIPATING SHARES WILL BE RESTRICTED. THERE IS NO
PUBLIC MARKET FOR THE PARTICIPATING SHARES AND NONE IS LIKELY TO
DEVELOP.

THE PURCHASE OF PARTICIPATING SHARES IS SUITABLE ONLY FOR
SOPHISTICATED INVESTORS WHO ARE NON-U.S. PERSONS OR PERMITTED U.S.
PERSONS, WHO DO NOT REQUIRE IMMEDIATE LIQUIDITY FOR THEIR
INVESTMENTS, FOR WHOM AN INVESTMENT IN THE FUND DOES NOT
CONSTITUTE A COMPLETE INVESTMENT PROGRAM AND WHO FULLY
UNDERSTAND AND ARE WILLING TO ASSUME THE RISKS INVOLVED IN THE
FUND'S INVESTMENT PROGRAM. SUBSCRIBERS FOR SHARES MUST REPRESENT
THAT THEY ARE ACQUIRING THE SHARES FOR INVESTMENT. THE TRANSFER OF
SHARES IS SUBJECT TO LIMITATIONS IMPOSED BY THE FUND'S ARTICLES.

NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO
MAKE ANY REPRESENTATIONS OTHER THAN AS PROVIDED IN THIS PROSPECTUS
IN CONNECTION WITH THE OFFER CONTAINED IN THIS PROSPECTUS, AND IF
GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS MUST NOT BE
RELIED UPON AS BAVING BEEN AUTHORIZED BY THE FUND. THIS PROSPECTUS
DOES NOT CONSTITUTE AN OFFER OR SOLICITATION TO ANYONE IN ANY
JURISDICTION IN WHICH SUCH OFFER OR SOLICITATION IS NOT AUTHORIZED OR
TO ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR
SOLICITATION, AND MAY BE USED ONLY IN CONNECTION WITH THE OFFERING
OF PARTICIPATING SHARES AS CONTEMPLATED HEREIN. THIS PROSPECTUS
CONSTITUTES AN OFFER ONLY TO THE PERSON WHOSE NAME APPEARS ON THE
FIRST PAGE HEREOF.

NEITHER THE DELIVERY OF THIS PROSPECTUS NOR THE ISSUE OF
PARTICIPATING SHARES SHALL IMPLY THAT THERE HAS BEEN NO CHANGE IN
THE AFFAIRS OF THE FUND SINCE THE DATE OF THIS PROSPECTUS AND NO
OTHER REPRESENTATION CONCERNING THEM SHALL BE DEEMED TO HAVE
BEEN MADE OR AUTHORIZED BY THE FUND OR OTHERWISE ON ITS BEHALF. THE
INFORMATION CONTAINED HEREIN IS ACCURATE ONLY AS OF THE DATE OF THIS
MEMORANDUM. THE INFORMATION IS SUBJECT TO CHANGE AT ANY TIME.
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PRIOR TO THE ACQUISITION BY ANY PROSPECTIVE INVESTOR OF
ANY PARTICIPATING SHARE BEING OFFERED HEREBY, SUCH PROSPECTIVE
INVESTOR AND/OR HIS OR HER REPRESENTATIVES, IF ANY, WILL HAVE AN
OPPORTUNITY TO ASK QUESTIONS OF, AND RECEIVE ANSWERS FROM,
REPRESENTATIVES OF THE FUND AND THE FUND'S INVESTMENT ADVISOR
CONCERNING THE TERMS AND CONDITIONS OF THIS OFFERING AND TO OBTAIN
FROM THEM ANY ADDITIONAL INFORMATION NECESSARY TO VERIFY THE
ACCURACY OF INFORMATION CONTAINED IN THIS PROSPECTUS, TO THE EXTENT
THAT THEY POSSESS SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT
UNREASONABLE EFFORT OR EXPENSE. PROSPECTIVE INVESTORS ARE URGED TO
REQUEST ANY ADDITIONAL INFORMATION THEY MAY CONSIDER NECESSARY IN
MAKING AN INFORMED INVESTMENT DECISION. A PROSPECTIVE INVESTOR
SHOULD NOT SUBSCRIBE FOR PARTICIPATING SHARES OF THE FUND UNLESS
SATISFIED THAT THE INVESTOR HAS ASKED FOR AND RECEIVED ALL
INFORMATION THAT WOULD ENABLE HIM TO EVALUATE THE MERITS AND
RISKS OF THE PROPOSED INVESTMENT.

ANY REPRODUCTION OR DISTRIBUTION OF THIS PROSPECTUS, IN
WHOLE OR IN PART, OR THE DISCLOSURE OF ANY OF ITS CONTENTS, OTHER
THAN TO THE PROSPECTIVE INVESTOR'S FINANCIAL, TAX OR LEGAL ADVISORS,
MAY VIOLATE APPLICABLE SECURITIES LAWS AND IS PROHIBITED WITHOUT
THE EXPRESS PRIOR WRITTEN CONSENT OF THE FUND'S REGISTRAR. BY
ACCEPTING DELIVERY OF THIS PROSPECTUS, THE OFFEREE AGREES TO RETURN
IT AND ALL ACCOMPANYING DOCUMENTS PROMPTLY UPON REACHING A
DECISION NOT TO MAKE AN INVESTMENT IN THE FUND OR IN THE EVENT ITS
SUBSCRIPTION IS REJECTED.

PROSPECTIVE INVESTORS SHOULD READ THIS PROSPECTUS
CAREFULLY BEFORE MAKING ANY INVESTMENT DECISIONS REGARDING THE
FUND. PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS PROSPECTUS AS LEGAL, INVESTMENT, TAX OR OTHER ADVICE. PERSONS
INTERESTED IN PURCHASING THE PARTICIPATING SHARES OFFERED HEREBY
SHOULD INFORM THEMSELVES AS TO THE TAX CONSEQUENCES, FOREIGN
EXCHANGE CONTROL REGULATIONS AND OTHER LEGAL REQUIREMENTS IN
THEIR OWN COUNTRIES WHICH MAY BE APPLICABLE TO THE PURCHASE,
HOLDING, EXCHANGE OR SALE OF SUCH SHARES.

EACH PROSPECTIVE INVESTOR MUST RELY UPON HIS OR HER OWN
REPRESENTATIVES, INCLUDING HIS OR HER OWN LEGAL ADVISORS, TAX
ADVISOR AND ACCOUNTANTS, AS TO LEGAL, ECONOMIC, TAX AND RELATED
ASPECTS OF THE INVESTMENT DESCRIBED HEREIN AND AS TO ITS SUITABILITY
FOR SUCH INVESTOR.

The following is a brief description of the Fund and of the Participating Shares.
The descriptions herein do not purport to be complete and are qualified in their entirety by
reference to the terms of the Articles and the agreements described below which the Fund has
entered into with respect to the sale of the Participating Shares. A copy of the Articles is
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available upon request and will be provided to each prospective investor prior to the execution
by such investor of a subscription application. All expressions of dollars ($) in this Prospectus
relate to United States currency.

THE FUND

The Fund was incorporated in the Cayman Islands on December 28, 1988 and is
an exempted company under the Cayman Islands Companies Law (2001 Second Revision). The
Fund commenced operations on January 1, 1989 and has a fiscal year ending Decernber 31. The
Articles of Association of the Fund (the "Articles") provide for the Fund to undertake business as
a corporate open-ended investment fund.

Substantially all of the assets of the Fund are derived from the allotment and issue
of Participating Shares and from borrowings secured by Fund assets. Holders of Participating
Shares share substantially all of the net appreciation in value of the Fund's assets; provided,
however, that a portion of the Investment Advisor’s (defined below) compensation is in the form
of a percentage of the annual increase in the Fund's net asset value. Participating Shares are
issued in series and are non-voting. See "Participating Shares,” below. All of the voting shares
of the Fund are owned by Fortis Bank (Cayman) Limited, as trustee of Ariel Trust, a Cayman
Islands purpose trust. Such voting shares do not entitle the trust to participate in the net
appreciation of the Fund.

INVESTMENT POLICY

Generally, the purpose of the Fund is to invest and trade in United States and
foreign, marketable and non-marketable, equity and debt securities and options, as well as other
evidences of ownership interest or indebtedness, including receivership certificates, certificates
of beneficial interest, and promissory notes and payables to trade creditors of distressed
companies or companies in Chapter 11 bankruptcy proceedings, and in risk arbitrage,
commodities contracts, futures contracts, forward contracts and any other instruments which are
traded in normal channels of trading for securities and commodities. The Fund also may make
indirect investments, including investments in mutual funds, private investment partnerships,
closed-end funds and other pooled investment vehicles which engage in similar investment
strategies (collectively, "Other Investment Entities”). The Fund may on occasion itself initiate or
actively participate in acquisition or restructuring transactions or in proxy contests. The Fund
also may invest in the securities of corporations believed to be fundamentally undervalued. The
Fund may invest in restricted securities.

When the Fund engages in indirect investments in Other Investment Entities, fees,
including performance-based fees, may be payable to such pooled vehicles by the Fund, in
addition to the fees payable to the Investment Advisor discussed below. In such cases, the
Investment Advisor will retain overall investment responsibility for the portfolio of the Fund
(although not the investment decisions of any independent money managers managing Other
Investment Entities). Such arrangements are subject to periodic review by the Investrment
Advisor and are terminable at reasonable intervals in the Investment Advisor’s discretion. The
Fund may withdraw from or invest in different investment partnerships and terminate or enter
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into new investment advisory agreements without prior notice to or with the consent of the
shareholders. See "Risk Factors — Independent Money Managers.”

As part of the Investment Advisor’s strategies, from time to time, the Fund may
acquire assets or securities which Gabriel Capital Corporation (the "Investment Advisor")
believes lack a readily ascertainable market value or otherwise lack sufficient liquidity. Certain
of these investments (not exceeding 25% of the Fund's assets, calculated at the time such
investments are designated, and with such investments valued at cost or other value determined
by the Investment Advisor) may be designated special investments (each, a "Special
Investment") as the Investment Advisor shall determine in its sole discretion. In addition,
existing investments may be designated Special Investments. See "The Participating Shares."

Investments in Securities and other Instruments of Companies Subject to Reorganizations

The Fund's business is concentrated in the purchase of securities which are
subject to Reorganizations (as defined on the cover page of this Prospectus) at a discount to the
ultimate expected value of the cash and/or securities to be received when the Reorganization is
consummated and the securities are redeemed as well as other speculative securities and
instruments. Substantial risks are involved in such Reorganizations and the results of the Fund's
operations may be expected to fluctuate from period to period. See "Risk Factors.”

The Fund has hired the Investrnent Advisor to implement the Fund's investment
policies and objectives. See "Investment Advisor.” The Investment Advisor employs, to the
extent circumstances permit, a selective approach in evaluating potential investment situations,
generally concentrating on relatively fewer transactions it can follow more closely. The
Investment Advisor often employs strategies involving derivative securities like options, futures
and convertibles which may present more favorable risk-reward relationships. The Investment
Advisor uses hedging devices frequently and engages in short sales. There can be no assurance
that any of the hoped-for benefits of the described Investment Advisor's strategies will be
realized. Moreover, the Investment Advisor reserves the right to deviate from the foregoing
approach to the extent it deems appropriate. Notwithstanding the foregoing, the Fund will not be
permitted to trade in commodities and futures, including financial futures, or in options on
commodities and futures, unless the Investment Advisor registers as a commodity pool operator
under the Commodity Exchange Act or the Fund otherwise would become able to so trade under
applicable law. The Investment Advisor currently does not intend to register as a commodity
pool operator, but reserves the right to so register in the future. If the Investment Advisor
registers as a commodity pool operator or if the Fund otherwise becomes eligible to trade
commodities and futures, then the Fund shall be permitted to trade in commodities and futures.
To the extent that the Fund trades in commodities and futures and related options, the Fund will
incur additional risks. Because of the low margin deposits normally required in futures trading,
the same risks as those resulting from leverage described below will be particularly present. In
addition, due to market and regulatory factors, commodities and futures and related options may
be less liquid than other types of investments.
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Restrictions on Concentration of Investments and on Fund Indebtedness

The Investment Advisor will not permit more than the greater of 50% of the
Fund's capital and 25% of the Fund's total assets (on a cost basis, giving consideration to hedging
techniques utilized) to be invested in a single investment. Moreover, it will not permit more than
10% of the Fund's capital to be placed at risk in a single investment. The Investment Advisor
will have the discretion to determine how much is at risk for purposes of this test.

RISK FACTORS

PARTICIPATION BY INVESTORS IN THIS FUND SHOULD BE CONSIDERED A HIGH
RISK INVESTMENT. THE FOLLOWING SPECIAL CONSIDERATIONS AND RISKS
TOGETHER WITH OTHER MATTERS SET FORTH ELSEWHERE IN THIS
MEMORANDUM SHOULD BE CONSIDERED CAREFULLY, BUT ARE NOT INTENDED
TO BE AN EXHAUSTIVE LISTING OF ALL POTENTIAL RISKS ASSOCIATED WITH AN
INVESTMENT IN THE FUND.

Fund Risks

Success Dependent on Investment Advisor. The success of the Fund depends
primarily upon Gabriel Capital Corporation, Investment Advisor to the Fund. The death or
incapacity of J. Ezra Merkin, who either owns or controls all of the outstanding shares of said
Investment Advisor, would result in the required redemption of all Participating Shares in issue
upon 2 date (a "Mandatory Redemption Date") at the redemption price upon such date as the
Fund's Board of Directors may in their discretion determine (as described in the Articles).

Lack of Management and Investment Control by Investors. Holders of

Participating Shares will take no part in the management, control or operation of the Fund.
Consequently, subscribers of Participating Shares must rely on the Investment Advisor with
respect to the management and investment decisions of the Fund. The Fund's Articles give the
Fund broad authority to expand the Fund's activities within the areas described herein and therein
without the consent of the holders of Participating Shares.

Limitations on Redemptions. Participating Shares may be redeemed quarterly as
of the last business day of each March, June, September and December, upon 30 days' written
notice to the Fund. Distribution of cash in respect of all or any part of a holder’s redeemed
Participating Shares need not be made until 90 days after the last day of such quarter.
Participating Shares may also be redeemed at the discretion of the Directors of the Fund. The
redemption at the request of a holder of any series of Special Investment Shares (as defined
below) is not permitted, and a Shareholder generally must hold Special Investment Shares until
the realization, Reconversion or Deemed Disposition (described below) of the Special
Investment represented by such Special Investment Shares.

Investment Risks

The principal activity of the Fund will be the investment in securities of
companies subject to Reorganization. Because of the inherently speculative nature of these
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activities, the results of the Fund's activities may be expected to fluctuate from period to period.
There can be no assurances that the Fund's investments will generate a profit.

The Nature of Transactions Involving Reorganizations. The Fund will purchase

securities and other instruments at a discount to their expected value upon consummation of an
announced or anticipated Reorganization. Such purchases may be made at prices which are only
slightly below such expected value but are substantially in excess of the market price of the
securities or other instruments prior to the announcement of the Reorganization. In addition, if
the Fund determines that the offer price for a security which is the subject of a tender offer is
likely to be increased, either by the original bidder or by another party, the Fund may purchase
securities above the offer price; such purchases are subject to a high degree of risk. As a result,
if the Reorganization is not consummated or is delayed, the value of such securities or other
instruments may decline significantly and the Fund may sell them at a loss. In addition, if the
ultimate value of the cash and/or securities distributed upon consummation of the Reorganization
is less than expected, the Fund may realize a loss. The potential for loss may be increased by the
Fund's use of borrowings to purchase securities or other instruments. (See "Leverage.™)

No proposed Reorganization is certain to be consummated. There are several
factors which may result in the termination of a Reorganization. These include opposition by the
management or shareholders of the company or companies involved in the Reorganization;
opposition by regulatory agencies whose approval may be required; litigation; a material adverse
change in the business of the company or companies involved in the Reorganization or the
securities markets generally; passage of legislation by governmental entities restricting certain
types of Reorganizations; and other circumstances, including, but not limited to, the failure to
meet certain conditions customarily specified in acquisition agreements. These factors may also
cause significant delays, during which the Fund's capital will be committed and interest charges
on any funds borrowed to finance the Fund's investrents may be incurred.

The Fund may also make certain speculative purchases and sales of securities.
Such purchases and sales may include securities which the Investment Advisor believes to be
undervalued or overvalued, as the case may be, or where other companies in the same or a
related industry have been the subject of Reorganizations. If the Fund purchases securities in
anticipation of a Reorganization, and a Reorganization does not in fact occur, the Fund may sell
the securities at a material loss. Further, when securities are purchased in anticipation of a
Reorganization, a substantial period of time may elapse between the Fund's purchase of the
securities and the Reorganization. During this period, a portion of the Fund's capital would be
committed to the securities purchased, and the Fund may finance such purchases with borrowed
funds on which it will have to pay interest.

The Investment Advisor will attempt to assess risk in determining the nature and
extent of the investment the Fund will make in specific securities. However, many risks cannot
be quantified.

Non-marketable Obligations. Non-marketable obligations include bank loans,
promissory notes and other evidences of indebtedness, as well as payables to trade creditors of
distressed companies and companies in Chapter 11 bankruptcy proceedings. These securities
and instruments ordinarily remain unpaid unless and until the company reorganizes and/or
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emerges from Chapter 11. There can be no assurance that a reorganization plan favorable to the
class of securities held by the Fund will be adopted or that the subject company might not
eventually be liquidated rather than reorganized. These obligations may be highly speculative
and may have to be held for an extended period of time. The ultimate value realized upon
redemption of such obligations depends upon the recapitalization or reorganization plan adopted
in Chapter 11. There can be no assurance that the cash and/or securities, if any, ultimately
received in redemption of the obligations will equal the Fund's cost. In a Chapter 11 proceeding,
there can be considerable delay in reaching accord on a restructuring plan acceptable to a
bankrupt company's lenders, bondholders and other creditors and then getting that plan approved
by the bankruptcy court, and during this period a portion of the Fund's capital would be invested
in the non-marketable obligations purchased, and the Fund may finance such purchases with
borrowed funds on which it will have to pay interest. Furthermore, there is a risk that the
Chapter 11 reorganization will be unsuccessful and that the obligations will become worthless.

Proxy Contests. The Fund may invest in securities of a company which is the
subject of a proxy contest in the expectation that new management will be able to improve the
company's performance or effect a sale or liquidation of its assets so that the price of the subject
company'’s securities will increase to a price above that paid for the securities by the Fund. If the
incumbent management of the subject company is not defeated or if new management is unable
to improve the company's performance or sell or liquidate the company, the market price of the
securities of the subject company will typically fall to a price below that paid for the securities
by the Fund, causing the Fund to suffer a loss. In addition, even upon the successful completion
of a proxy contest, the market price of the securities of the subject company may not rise to a
price above that paid for the securities by the Fund.

) Options Transactions. The Fund may engage from time to time in various types
of options transactions, including hedging and arbitrage in options on securities. This activity is
designed to reduce the risks attendant in short-selling and in taking long positions in certain
transactions and may involve stock options on a registered option exchange and offsetting
transactions in the underlying stock, or offsetting transactions in one or more options for stock.
The Fund also may take positions in options on stock of companies which may, in the judgment
of the Investment Advisor, be potential acquisition candidates in merger, exchange offer or cash
tender offer transactions. If the potential acquisition candidate does not become the subject of a
merger, exchange offer or cash tender offer, the Fund may suffer a loss.

When the Fund purchases an option, it must pay the price of the option and
transaction charges to the broker effecting the transaction. If the option is exercised by the Fund,
the total cost of exercising the option may be more than the brokerage costs which would have
been payable had the underlying security been purchased directly. If the option expires, the
Fund will lose the cost of the option. The ability to trade in or exercise options may be restricted
in the event that trading in the underlying issue becomes restricted. Options trading may also be
illiquid with respect to contracts with extended expirations.

In certain transactions the Fund may not be "hedged" against market fluctuations
or, in liquidation situations, the hedge may not accurately value the assets of the company being
liquidated. This can result in losses, even if the proposed transaction is consummated.
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Commodities. The Investrnent Advisor may decide to register as a commodity
pool operator under the Commodity Exchange Act and seck certain exemptive letters thereunder,
50 as to enable the Fund to trade in commodities and financial futures and related options.
Because of the very low margin, deposits normally required in futures trading, the risks resulting
from leverage described below are particularly present in such trading. In addition, due to
market and regulatory factors, futures may be less liquid then other types of investments.

Participation in Unfriendly Transactions. The Fund may seek to initiate

acquisition or restructuring transactions or proxy fights against the wishes of the subject
company's management, or may actively participate in transactions of this sort initiated by
others. Such transactions typically become embroiled in litigation, and participants therein may
be found to have violated any of the many laws and regulations applicable thereto. This could
impose substantial cost and expense (including litigation expense) on the Fund, and subject it to
various legal remedies such as injunctions against future participation in these transactions,
disgorgement of gains, loss of voting rights or forced disposition of the investment. Participation
in such transactions may also require the Fund to make significant disclosure concerning its
operations.

Factors Affecting Investments. There are a number of factors which may
adversely affect the ability of the Fund to pursue its investment strategy. There is a limited
availability of debt financing for takeovers of highly leveraged companies resulting in a
declining volume of takeover activity. Mergers of a certain size require approval of the Federal
Trade Commission (the "FTC") or other government agencies of potential antitrust implications.
It is possible at any time for the FTC or other governmental agency to more vigorously enforce
the antitrust laws affecting mergers. In addition, there are state laws aimed at curbing takeovers
and courts have given management greater authority to employ defensive measures in the face of
hostile takeover attempts where management believes doing so is in the long-term interests of the
company. Many companies generally have adopted various measures aimed at making takeovers
more difficult and expensive. Similarly, changing economic conditions, accounting standards
and tax and securities laws (among other factors) may impair the profitability of the types of
transactiops in which the Fund intends to invest, adversely affecting its operations.

Short Selling. Where the Fund determines that it is probable that a transaction
will not be consummated, the Fund may sell the securities of the target company short, at prices
below the announced price for the securities in the transaction. If the transaction (or another
transaction, such as a "defensive” merger or a friendly tender offer) is consumamated, the Fund
may be forced to cover the short position in the market at a higher price than the short sale price,
with a resulting loss. There is no limit to the loss which the Fund could incur in covering a short
sale.

Market Risk and Lack of Diversification. Substantial risks are involved in the
-acquisition or disposition of securities. Securities and their issuers are affected by, among other
things: changing supply and demand; federal, state and governmental laws, regulations and
enforcement activities; trade, fiscal and monetary programs and policies; and national and
international political and economic developments. The concentration of assets in particular
types of investments could subject the assets of the Fund to increased volatility. The Fund's
investment plan does not constitute a balanced investment plan. The securities in which the
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Fund may invest may be regarded as of high risk. Such securities are subject to a number of risk
factors, including market volatility, creditworthiness of the issuer, liquidity of the secondary
trading market, and availability of market quotations.

Leverage. The Board of Directors of the Fund has authorized the Investment
Advisor to borrow capital on the Fund's behalf in order to be able to make additional
investments. Consequently, fluctuations in the value of the Fund's portfolio will have a
significant effect in relation to the Fund's capital. The risk of loss and the possibility of gain is
therefore increased. The amount of borrowings which the Fund may have outstanding at any
time may be large in relation to its capital. As a result, the purchase or sale of a leveraged
security or derivative instrument may result in losses in excess of the amount invested. In
addition, the level of interest rates generally, and the rates at which the Fund can borrow in
particular, will be an expense of the Fund and therefore will affect the operating results of the
Fund. These expenses may be substantial.

Derivatives. The Fund may invest in derivatives that are highly volatile and
speculauve Derivative securities may be internally leveraged such that each percentage change
in interest rates will have a multiple effect on the derivative security. Certain positions therefore
may be subject to wide and sudden fluctuations in market value, with a resulting fluctuation in
the amount of profit and losses. Certain transactions in dertvatives may expose the Fund to
potential losses that exceed the amount originally invested by the Fund. Repurchase agreements
are structured so that the Fund sells securities to another party, usually a bank or other securities
firm, and agrees to repurchase them at an agreed-upon price and date. A repurchase agreement is
the equivalent of borrowing money and pledging securities as collateral.

Competition. The securities industry generally, and the business of investing in
Reorganization related securities or instruments in particular, is extremely competitive, and is
expected to remain so in the foreseeable future. As a result, the Fund may underperform fimds
with similar investment strategies, or the market in general.

Economic and Regulatory Climate. Changing market and economic conditions,
and other factors such as changes in federal or state tax laws, federal or state securities laws or
accounting standards and federal or state bankruptcy laws, may make Reorganizations less
desirable or may make the business of the Fund less profitable or unprofitable. In addition,
changes in interest rates, inflation rates, industry conditions, competition, trade relationships,
technological developments and innumerable other factors can substantially and adversely affect
the business prospects of the Fund. Similarly, rulemaking, adjudicatory or other activities of the
Securities and Exchange Commission (the "SEC"), the National Association of Securities
Dealers, Inc. (the "NASD"), national securities exchanges or relevant state agencies may make
the Fund's activities less feasible and/or less profitable or unprofitable.

Liquidity of Investments. The Fund may invest in unregistered securities of
publicly held companies, securities of privately held companies and other illiquid securities.
Such investments may be difficult to value. They may, by their nature, entail a prolonged
investment horizon from the initial investment date to final disposition. It may not be possible to
sell such securities on short notice and, if possible, such sales may require substantial discounts.
Certain of these investments may be designated Special Investments (as defined herein). The
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Fund may hold up to 25% of its assets in Special Investments (calculated at the time such
investments are designated, and with such investments valued at cost or other value determined
by the Investment Advisor), which a shareholder will not be entitled to redeem.

Lending of Portfolio Securities. The Fund and the Other Investment Entities in
which the Fund invests may from time to time lend securities from their portfolio to brokers,
dealers and financial institutions such as banks and trust companies. The borrower may fail to
return the securities involved in such transactions, particularly if such borrower is in financial
distress or fails, in which event the Fund may incur a loss.

Portfolio Turnover. The Fund's portfolio turnover rate may be high. Typically,
high portfolio turnover results in correspondingly high transaction costs, including brokerage
COmmission expenses.

Debt Instruments. The Fund may invest in debt instruments. Such securities are
subject to the risk that the issuer will be unable to pay the interest or principal when due and the
risk that the value of the instrument will go down in response to a rise in interest rates.

Overall Investment Risk. All securities investments risk the loss of capital. The
nature of the securities to be purchased and traded by the Fund and the investment techniques
and strategies to be employed by the Investment Advisor may increase such risk. Moreover, the
identification of investment opportunities is a difficult task, and there can be no assurance that
such opportunities will be successfully recognized. There can be no assurance that the Fund will
not incur losses. Returns generated from the Fund's investments may not adequately compensate
investors for the business and financial risks assumed. An investor should be aware that it may
lose all or a substantial part of its investment in the Fund. Many unforeseeable events, including
actions by various government agencies and domestic and international economic and political
developments, may cause sharp market fluctuations that could adversely affect the Fund's
portfolio and performance.

Business Risks

Special Investinent Shares and Participating Shares are Illiquid and Lack
Transferability. Because of the limitations on redemption and the fact that the Participating
Shares are not tradeable, an investment in the Fund is a relatively illiquid investment and
involves a high degree of risk. A subscription for Participating Shares should be considered only
by investors financially able to maintain their investment and who can afford to lose all or a
substantial part of such investment. Furthermore, there is not now, and there is not likely to
develop, any market for the resale of the Participating Shares. Other than pursuant to a
redemoption as described herein, none of the Fund, the Investment Advisor, or any of its affiliates
has agreed to purchase or otherwise acquire any Participating Shares from subscribers or assume
the responsibility for locating prospective purchasers of such Participating Shares. Even if a
purchaser of a subscriber’s Participating Shares were available, the Participating Shares may be
transferred only with the consent of the Board of Directors. In no event will a transfer be
permitted unless it is to a Qualified Purchaser and otherwise complies with applicable securities
laws. Special Investment Shares may not be transferred or redeemed at the request of the holder.
A shareholder generally must hold Special Investment Shares until the realization, Reconversion
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or Deemed Disposition (described below) of the Special Investment represented by such Special
Investment Shares.

Required Redemptions. The Participating Shares of any shareholder may be
redeemed with or without cause by the Board of Directors of the Fund and such shareholder may
be required to withdraw from the Fund, as of the last day of any calendar month, if the Board of
Directors determines that such termination and withdrawal are in the best interests of the Fund
The Board of Directors shall give 30 days' notice of any such determination to such shareholder.

Layering of Fees. The Fund may invest in Other Investment Entities. To the
extent the Fund invests in such Other Investment Entities, shareholders may be subject to
management fees and expenses at both the level of the Fund and the level of the underlying
Other Investment Entities.

Independent Money Managers. The Investment Advisor may delegate investment
discretion for all or a portion of the assets of the Fund to money managers, other than the
Investment Advisor, or make investments with Other Investment Entities. Consequently, the
success of the Fund may also be dependent upon other money managers or investment advisors
to Other Investinent Entities. Although the Investment Advisor will exercise reasonable care in
selecting such independent money managers or Other Investment Entities and will monitor the
results of those money managers and Other Investment Entities, the Investment Advisor may not
have custody over the funds invested with the other money managers or with Other Investment
Entities. Hence, the actions or inactions on the part of other money managers or the investment
advisors to Other Investment Entities may affect the profitability of the Fund. The risk of loss of
the funds invested with other money managers or with Other Investment Entities may not be
insured by any insurance company, bonding company, governmental agency, or other entity and
the Investment Advisor is not liable for any such loss. Independent money managers and
managers of Other Investment Entities selected by the Investment Advisor may receive
compensation based on the performance of their investments. Performance-based compensation
usually is calculated on a basis which includes unrealized appreciation of the Fund's assets, and
may be greater than if such compensation were based solely on realized gains. Further, a
particular independent money manager or manager of an Other Investment Entity may receive
incentive compensation in respect of its portfolio for a period even though the Fund's overall
portfolio depreciated during such period. The independent money managers and Other
Investment Entities may trade wholly independently of one another and may at times hold
economically offsetting positions.

Exculpation of the Investment Advisor from Liability. The Investment Advisory
Agreement provides that the Investment Advisor will not be liable for, and will be indemnified
by the Fund against, any act or omission unless such act or omission constitutes gross
negligence, fraud or willful misconduct. As a result, investors in the Fund may be entitled to a
more limited right of action against the Investment Advisor than they would otherwise have had
absent such a limitation in the Investment Advisory Agreement described herein. (See
"Investment Advisor,” below.)

Exculpation of the Registrar from Liability. The share registration agreement (the
"Share Registration Agreement") between the Fund and Fortis Fund Services (Cayman) Limited
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(the "Registrar”) provides that the Registrar will not be liable for, and will be indemnified by the
Fund against, any loss or damage unless such loss or damage is sustained or suffered by reason
of the gross negligence, bad faith or willful default of the Registrar. As a result, investors in the
Fund may be entitled to a more limited right of action against the Registrar than they would
otherwise have had absent such a limitation in the Registration Agreement described herein.
(See "Share Registration,” below.)

Conflicts of Interest. The Investment Advisor has broad powers to conduct
investrnent and money management activities outside the Fund. These activities, which will
include management of one or more domestic investment partnerships and one or more other
offshore managed funds (the "Managed Funds"), may create conflicts of interest with the Fund
with regard to such matters as allocation of opportunities to participate in particular investments.
Other accounts affiliated with the Investment Advisor may hold positions opposite to positions
maintained on behalf of the Fund. The Fund will obtain no interest in any such outside
investments or activities. Neither the Articles nor the Amended and Restated Investment
Advisory Agreement requires the Investment Advisor, its officers or directors to devote all or
any specified portion of their time to managing the Fund's affairs, but only to devote so much of
their time to the Fund's affairs as they reasonably believe necessary in good faith. Neither the
Articles nor the Investment Advisory Agreement prohibits the Investment Advisor or its
affiliates from engaging in any other existing or future business, and the Investment Advisor or
its affiliates currently provide and anticipate continuing to provide investment management
services to other clients. In addition, the Investment Advisor, its officers or directors may invest
for their own accounts in various investment opportunities, including in investment partnerships.
The Investment Advisor may detenmine that an investment opportunity in a particular investment
partnership is appropriate for a particular account, or for itself, but not for the Fund.

The Investment Advisor will allocate overhead expenses among the Fund and the
Managed Funds on a fair basis as determined by the Investment Advisor. These other activities
will require a substantial amount of the Investment Advisor's time and effort.

Tax Risks

Each prospective investor should obtain the advice of his own tax advisor
conceming the matters discussed in this Prospectus and the effect of an investment in the Fund
on his personal tax situation.

Regulatory Risks

- The Fund is not registered as a broker-dealer under the federal securities laws and
neither the Investment Advisor nor the Fund is registered under United States federal or state
securities laws as an investment advisor or investment company. Therefore, the Fund will not be
subject to the limitations imposed on the entities regulated under securities laws, which include,
among other limitations, restrictions on transactions between a fund, its investment advisor or its
affiliates, the use of leverage and limitations on borrowings. In addition, private rights of action
against the Fund arising under such securities laws may not be available to investors in the Fund.
The Investment Advisor intends to effect any required registrations with regulatory authorities;
however, the determination whetber registration is required in certain cases involves issnes
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which have not been judicially or administratively passed upon and accordingly are not free from
doubt. No assurance can be given that the SEC, or, if the issues involved were litigated, a court,
may not take a different view on any question concerning registration. If administrative or
litigation proceedings are commenced, such proceedings could be time-consuming and
expensive, and the costs thereof might have to be borne by the Fund. Furthemore, if it is
determined that the Investment Advisor or the Fund should have registered under the provisions
of the securities laws mentioned above, adverse consequences to the Fund could result, possibly
including civil or criminal sanctions, interruption of the business and redemption or the sale of
some or all of the Participating Shares.

Cross Liability of Investiment Accounts

All Liabilities, irrespective of whatever series they are attributable to, shall (in the
event of a winding up of the Fund or a redernption of all of the Participating Shares of a series),
unless otherwise agreed upon with the creditors, be binding on the Fund as a whole and
accordingly liabilities of one series may impact on and be paid out of one or more other series.

Other Risks

The Investinent Advisor eamns a fee based on the increase in the Fund's net asset
value as an investment advisory fee. See "Investment Advisor,” below. Performance-based
compensation is calculated on a basis which includes unrealized appreciation of the Fund's
assets, and may be greater than if such allocation was based solely on realized gains. It is
possible that the Investment Advisory Fee (defined below) may be based, in part, on the
unrealized appreciation of securities (including securities of Other Investment Entities in which
the Fund may have invested) for which market quotations are not readily available. The value of
such securities will be determined solely by the Investrnent Advisor. Any valuation of such
securities will be based on the Investment Advisor’s expertisc and experience in valuing similar
securities and will be reviewed by the Fund's independent auditors in preparing their annual
certified audit of the Fund.

The investment advisory fee will be calculated on a series-by-series basis. The
period of time for which particular fee calculations are made may differ from series to series.
Thus, it is possible that an investroent advisory fee may be earned by the Investment Advisor
with respect to a series of shares that would not have been eamed had the investment advisory
fee been calculated on an aggregate — and not series-by-series — basis.

The Fund has issued in the past, and may issue in the future, Participating Shares
for which the investment advisory fee is calculated on a basis different from the method of
calculating the investment advisory fee set forth herein.

PAST RESULTS MAY NOT BE INDICATIVE OF FUTURE
PERFORMANCE. NO ASSURANCE CAN BE MADE THAT PROFITS WILL BE
ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED.
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INVESTMENT ADVISOR

The Fund's assets are invested by Gabriel Capital Corporation (the "Investment
Advisor"), a Delaware corporation, pursuant to the terms of an investment advisory agreement
between the Investment Advisor and the Fund (the "Amended and Restated Investment Advisory
Agreement"). All of the outstanding capital stock of the Investment Advisor is owned or
controlled by J. Ezra Merkin. The Investment Advisory Agreement may be assigned to any
entity controlled by J. Ezra Merkin.

J. Ezra Merkin has owned and managed the Investment Advisor since January
1989. Mr. Merkin currently is the Managing and General Partner of Gabniel Capital, L.P. and
Ascot Partners, L.P., and was formerly the Managing and General Partner of Ariel Capital, L.P.
from January 1, 1989 until December 31, 1991. Prior to that, Mr. Merkin served as a managing
partner of Gotham Capital, L.P., an investment partnership, from 1985 to 1988. Mr. Merkin was
associated with Halcyon Investments from 1982 to 1985 and with the law firm of Milbank,
Tweed, Hadley & McCloy from 1979 to 1982. Mr. Merkin was graduated from Columbia
College magna cum laude and is a member of Phi Beta Kappa. He is an honors graduate of
Harvard Law School. Mr. Merkin currently serves as chairman of the investment committee of
two private endowment funds.

Under the Amended and Restated Investment Advisory Agreement, the
Investment Advisor has full discretionary authority to invest the assets of the Fund. The Fund
pays the Investment Advisor or its designee, on a senies-by-series basis, an investment advisory
fee (the "Investment Advisory Fee") as of the last business day of each fiscal year (in the case of
Participating Shares held on or redeemed as of the end of such year) of (i) 1% of the net asset
value attributable to each such series of shares as of the first day of the fiscal year, or the date
issued for shares issued during any year (adjusted pro rata for any partial years), plus (ii) 20% of
the increase, if any, in the net asset value attributable to each series of shares as of the last
business day of the fiscal year from either the net asset value attributable to each such series as of
the first day of the fiscal year or, in the case of series of such Participating Shares purchased
curing the fiscal year, the aggregate subscription price paid for such series. The Fund has issued
in the past, and may issue in the future, different senies of Participating Shares as to which the
investment advisory fee is calculated on a different basis. Given the illiquid nature of Special
Investments, the Net Asset Value of a series of "Special Investment Shares” (described below)
cannot be determined with the same degree of certainty and will be carried on the books of the
Fund at fair value (generally, at cost) as determined by the Investrnent Advisor until the
occurrence of the realization, Reconversion or Deemed Disposition of the Special Investment (as
described below).

In the case of a series of Participating Shares to which a series of Special
Investment Shares relates, the amount of any dividends or other distributions with respect to such
Special Investment Shares and net profits or loss realized upon the realization, Reconversion or
Deemed Disposition of such Special Investment Shares shall be included in the determination of
the increase in the Net Asset Value attributable to such series of Participating Shares in the
period in which such realization, Reconversion or Deemed Disposition occurred. If a
Shareholder has redeemed his Participating Shares at a time when he holds Special Investment
Shares, upon the realizatior, Reconversion or Deemed Disposition of such shares, the Fund shall
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distribute to the Withdrawn Shareholder (as defined herein) its pro rata portion of the Special
Investment in cash or in kind, reduced by any Investment Advisory Fee and unpaid Management
Fee.

The Fund and the Investment Advisor have entered into a deferred fee agreement
(as described in the "Agreement to Modify the Investment Advisory Agreement”), pursuant to
which the Investment Advisor may defer payment of all or a portion of the Investment Advisory
Fee applicable to the Shares. Up to 100% of the amount of any Investment Advisory Fee which
the Investment Advisor elects to defer in any year may be invested in the same manner or
different manner as the Fund. As a result, the Investment Advisor may participate in the
investment performance of the Fund. The amount of the Investment Advisory Fee which the
Investment Advisor elects to defer in any year may be deferred for a period of up to ten years.

The Fund will indemnify the Investment Advisor for any losses due to action or
inaction that the Investment Advisor reasonably believed to be in the best interests of the Fund,
and the Investment Advisor will not be liable to the Fund for such action or inaction. The
Investment Advisor may take market positions for the account of other funds or for its own
account which are different from or opposite to the Fund's positions.

In planning the Fund's investment strategy and making trading decisions, the
Investment Advisor, at its sole discretion, may consult with other professionals active in the
markets, including independent money managers and investment advisors to Other Investment
Entities with whom, or in which, the Fund's assets are invested.

SHARE REGISTRATI

Fortis Fund Services (Cayman) Limited acts as share registration and transfer
agent of the Fund (the "Registrar™), and is a company registered in the Cayman Islands and has a
Trust License issued under the Banks and Trust Companies Law (2001 Revision) of the Cayman
Islands and has an unrestricted Mutual Fund Administrator’s License issued under the Mutual
Funds Law (2001 Revision) of the Cayman Islands.

The Registrar is one of the largest of the Cayman Islands' licensed fund
administrators providing full administrative services to more than 140 funds with net assets in
excess of U.S.$12.0 billion. The Registrar is a wholly-owned subsidiary of Fortis Bank
(Cayman) Limited. The latter is ultimately 100% owned by Fortis Bank, which is, in tumn, a
wholly-owned subsidiary of Fortis Group.

DIRECTORS

The Fund has two directors who serve as the Board of Directors to the Fund. Don
M. Seymour and Peter Young serve as Directors to the Fund and will remain Directors until their
resignation or removal.

Biographical information relating to the Directors is set forth below:

Don M. Seymour. Don M. Seymour is the Managing Director of DMS
Management Ltd. Prior to founding DMS Management Ltd., he was the Head of the Investment
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Services Division of the Cayman Islands Monetary Authority where he directed the
authorization, supervision and enforcement of regulated mutual funds under the Mutual Funds
Law, and the supervision of company managers under the Companies Management Law of the
Cayman Islands. Prior to that, Mr. Seymour was a Manager of Audit and Business Advisory
Services, with Price Waterhouse in Grand Cayman and a Senior Accountant in the Investment
Management Services Group of Price Waterhouse LLP, New York.

Peter Young. Peter Young is a Director of DMS Management Ltd. and the
founder and Senior Partner of Cayman Accounting Services, the sixth-largest professional
accounting firre in the Cayman Islands and a member firm of the International Group of
Accounting Firms. He is a member of the Audit Policy Committee of the Cayman Islands
Monetary Authority, the American Institute of Certified Public Accountants, the American
Accounting Association and the Cayman Islands Society of Professional Accountants.

BROKERAGE

The Investment Advisor selects brokers to effect transactions for the Fund which
receive commissions in connection with the brokerage services, including clearing and settling
functions, provided to the Fund. Such brokers will not perform managenial or policy-making
functions for the Fund. Clearing and settling services normally include, among other matters,
arranging for (i) the receipt and delivery of securities purchased, sold, borrowed and loaned;

(ii) the making and receiving of payments therefor; (i1i) custody of securities fully paid for or not
fully paid for and, therefore, compliance with margin and maintenance requirements;

(iv) custody of all cash, dividends and exchanges, distributions and rights accruing to the Fund's
account; and (v) tendering securities in connection with cash tender offers, exchange offers,
mergers or other corporate reorganizations.

ACCOUNTANTS

The Fund's accountants are BDO Binder.
VOTING SHARES

The Fund issued 100 founders shares, with a par value of $1.00 per share, to
Gabriel Capital Corporation, the Investment Advisor, sbortly after the Fund's incorporation. The
founder's shares are the only shares issued by the Fund that carry voting rights. All of the
founder’s shares of the Fund are currently owned by Fortis Bank (Cayman) Limited, as Trustee
of Arel Trust, a Cayman Islands purpose trust. Holders of founder’s shares are not entitled to
participate in the appreciation of the Fund's assets but are entitled to a return of par value upon
liquidation or dissolution of the Fund.

THE PARTICIPATING SHARES

The Fund may issue up to 1,500,000 Participating Shares in series, with a par
value of $.01 per share, at an offering price of $1,000 per share in minimum denominations of
$500,000 and in integral multiples of $1,000 thereafter, to Qualified Purchasers, as defined
below. Participating Shares will be issued in registered form, will be fully paid when issued, are .
non-voting and will have no preemptive, conversion or exchange rights.
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The Participating Shares will be offered in series. Shares will be issued to
separate subscribers in separate series. Shares issued to the same subscriber but on different days
will also be issued in separate series. Upon the issuance of a series of Participating Shares, an
account for such series will be created to which shall be credited initially the subscription
proceeds of such seties and thereafter the pro-rated part of the profits and gains (realized and
unrealized) of the Fund and from which shall be debited pro-rated losses, expenses and liabilities
of the Fund, including the accrued and unpaid fees owed to the Investment Advisor, and
dividends and proceeds of redemption in respect of shares of that series when paid.

The Fund may consolidate different series of shares into one (or more) series of
shares based on the net asset value of each such series being consolidated at the time of
consolidation.

It is anticipated that no dividends will be paid on the Participating Shares. The
Fund will retain and reinvest the net income dernived from its investments.

The Fund also has the authority to authorize Special Investment Shares which will
be issued to the extent that the Fund holds Special Investments. Upon being informed that the
Fund's shares have been converted into Special Investment Shares, the Fund will allocate a pro
rata portion of its assets attributable to the Participating Shares to a new series of Special
Investment Shares, and the Fund, on behalf of such series of Special Investment Shares, will
make or designate such Special Investment. Immediately upon the Fund making or designating a
Special Investment, or as soon as practicable after shares in the Fund are converted into Special
Investment Shares, as the case may be, the Investment Advisor will determine the value of such
Special Investment. Special Investments generally will be valued at cost unless the Investment
Advisor determines, in its sole discretion, that another valuvation method will provide a more fair
value.

Special Investment Shares will be issued in series, and each series will represent
interests in one Special Investment of the Fund. A portion of each series of the Participating
Shares (based on each such series' pro rata portion of the NAV of all Shares after taking into
account any accrued Investment Advisory Fee) having an aggregate NAV equal to the cost (or
value, if appropriate) of the Special Investment will be converted to the new series of Special
Investment Shares. Each holder of Participating Shares shall receive a pro rata portion of the
series of Special Investment Shares converted from Participating Shares, as the case may be.
Participating Shares converted to Special Investrnent Shares will not be outstanding as of the
date the related Special Investment is made or designated. A series of Special Investment Shares
will not be converted back into the series of Participating Shares (or the successor to such series)
from which they were converted, until the Special Investment represented by such series of
shares is realized or converted back into non-special investment (i.e., redeemable) shares of the
Fund ("Reconversion™) or the Investment Advisor determines that such investment should no
longer be maintained as a Special Investment (any such determination by the Investment Advisor
with respect to a Special Investment shall hereinafter be referred to as a "Deemed Disposition™).

In the event the Fund makes an investment which the Investment Advisor
determines is a follow-up investment to a Special Investment (each a "Follow-Up Investment"),
the participating Shareholders in such Special Investment shall share in such Follow-Up
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Investment in proportion to their interest in the related Special Investment Shares; provided,
however, that the Investment Advisor, in his reasonable discretion, may permit additional
Shareholders in such Special Investment to participate in such Follow-Up Investment; provided
further, however, that if a Shareholder shall have withdrawn from the Fund, the Investment
Advisor shall equitably adjust the percentage interests of the remaining Shareholders to reflect
such Withdrawn Shareholder’s non-participation in the Follow-Up Investment. In its discretion,
the Investment Advisor need not designate as a "Follow-Up Investment” an additional
investment in the same or similar opportunity as the investment for which Special Investment
Shares have been issued. Such investment may be designated as a new Special Investment.

The Investment Advisory Fee (defined herein) on Special Investment Shares will
be paid out of the series of Participating Shares (or the successor to such series) from which such
shares were converted at the time of realization, Reconversion or Deemed Disposition of the
Special Investment. )

Redemption and Transfer

Participating Shares are transferable, subject to the approval of the Directors, and
are similarly redeemable, at the request of the holder thereof, as of the last Business Day (as
defined in the Articles) of each quarter during the Fund's fiscal year, which shall be the calendar
year (each, a "Redemption Date") upon 30 days' prior written notice. However, in no event may
Participating Shares be transferred to a person who is not a Qualified Purchaser, as defined
below. Distribution of cash in respect of all or any part of a holder's redeemed Participating
Shares need not be made until 90 days after a Redemption Date.

A holder of Participating Shares may redeem his shares, in whole or in part,
subject to certain rights of the Fund to delay or limit the right to redeem, by written notice to the
Directors or the Registrar given 30 days prior to a Redemption Date. Partial redemptions are
permitted so long as a redeeming shareholder, after such redemption, continues to own at least
$500,000 of Participating Shares of one or more series. The redemption price of Participating
Shares will be based on the per share net asset value of the Fund attributable to the series of
Participating Shares of which the redeemed Participating Shares are a part as of the relevant
Redemption Date. Net asset value as of a given date is the aggregate value of the Fund's assets
over its liabilities as of such date. The redemption at the request of a holder of any series of
Special Investment Shares is not permitted, and a shareholder generally must hold Special
Investment Shares until the realization, Reconversion or Deemed Disposition (described below)
of the Special Investment represented by such Special Investment Shares.

All Participating Shares will be redeemed upon the first to occur of the follqwing
events: (i) on December 31, 2033, or the next succeeding Business Day; (ii) in the event of the
termination of the Investment Advisory Agreement unless a new agreement meeting the
requirements of the Articles is in effect; (iii) upon the incapacity or death of Mr. J. Ezra Merkin;
(iv) following a determination by the Directors that the Fund should be dissolved; or (v) upon the
occurrence of any event causing the dissolution of the Fund under Cayman Islands law. If, in the
opinion of the Directors of the Fund, the holding of Participating Shares by any given holder
thereof is unlawful or detrimental to the interests or well-being of the Fund, the Directors may,
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and if a holder of Participating Shares no longer is a Qualified Purchaser (described below) the
Directors shall, require the redemption of all Participating Shares held by such Shareholder.

REALIZATION, RECONVERSION OR
DEEMED DISPOSITION OF SPECIAL INVESTMENTS

Upon the realization, Reconversion or Deemed Disposition of a particular Special
Investment (or a dividend or other distribution with respect thereto), each holder of Special
Investment Shares of the series attributable to such Special Investment that continues to hold
Participating Shares of the series from which such Special Investment Shares were converted (a
"Continuing Holder") shall have its Special Investment Shares of such series (or its portion of
any dividend or distribution) converted into a new series of Participating Shares. Immediately
upon the realization, Reconversion or Deemed Disposition of a Special Investment (or dividend
or other distribution with respect thereto), the Fund will allocate a pro rata portion of its assets
(or any such dividend or other distribution) attributable to such Special Investment (adjusted for
distributions to a Withdrawn Shareholder (as defined below)) to the new Participating Series,
based on such Participating Series' share (adjusted for any Withdrawn Shareholder) of the cost
(or value, if appropriate) of the Special Investment.

A shareholder which redeems all or a portion of its outstanding Participating
Shares of a series (a "Withdrawn Sharcholder”) at a time when such Withdrawn Shareholder
holds Special Investment Shares that were converted from Participating Shares of such series (or
the successor to such series) shall retain such Special Investment Shares until the realization,
Reconversion or Deemed Disposition of the Special Investment attributable to such Special
Investment Shares.- Upon such realization, Reconversion or Deemed Disposition, the Fund shall
distribute to the Withdrawn Shareholder its pro rata portion of the Special Investment in cash or
in kind, reduced by any Investment Advisory Fee and unpaid Management Fee.

ANNUAL REPORTS

Approximately 30 days after the end of each quarter, the Fund will provide each
holder of Participating Shares an unaudited financial statement for the quarter. In addition,
within 120 days of the last day of each fiscal year, the Fund will provide to each shareholder an
audited financial statement of the Fund for such fiscal year.

OPERATING RESULTS
Information concerning the operating results of the Fund is available on request.
SUITABILITY

Prospective shareholders must be (i) persons who are not U.S. persons, or (ii) U.S.
persons subject to ERISA, or otherwise exernpt from payment of U.S. Federal income tax or
entities substantially all of the ownership interests in which are held by tax-exempt U.S. persons
(collectively, "Permitted U.S. Persons™). With respect to Permitted U.S. Persons, Participating
Shares may only be purchased by investors that qualify as (i) "accredited investors™ as defined
under Regulation D of the 1933 Act, (ii) "qualified purchasers” as defined under Section 2(a)(51)
of the Company Act and the rules promulgated thereunder or "knowledgeable employees” of
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Gabriel Capital Corporation or its affiliates, as defined under Rule 3c-5 of the Company Act, and
(iii) "qualified eligible persons” as defined under Rule 4.7 of the CEA, and must meet other
suitability requirements.

U.S. REGULATORY MATTERS

The Fund will not register as an investment company and is therefore not required
to adhere to certain investment policies under the U.S. Investment Company Act of 1940, as
amended (the "Company Act"). The Fund is not required to register as an investment company
for purposes of the Company Act because it is not making, and does not propose to make, a
public offering of Shares in the United States. The Fund intends to comply with Section 3(cX7)
of the Company Act with respect to offers made to Permitted U.S. Persons.

U.S. ANTI-MONEY LAUNDERING REGULATIONS

As part of the Fund's responsibility for the prevention of money laundering, the
Investment Adwvisor and its affiliates may require a detailed verification of a Shareholder's
identity, any beneficial owner underlying the account and the source of the payment.

The Investment Advisor reserves the right to request such information as is
necessary to verify the identity of a subscriber and the underlying beneficial owner of a
subscriber's or a Sharebolder's shares in the Fund. In the event of delay or failure by the
subscriber or Sharcholder to produce any information required for verification purposes, the
Investment Advisor may refuse to accept a subscription or may cause the redemption of any such
Shareholder from the Fund. The Investment Advisor, by written notice to any Shareholder, may
suspend the redemption rights of such Shareholder if the Investment Advisor reasonably deems it
necessary to do so to comply with anti-money laundering regulations applicable to the Fund, the
Investment Advisor or any of the Fund's other service providers.

Each subscriber and Shareholder shall be required to make such representations to
the Fund as the Fund and the Investment Advisor shall require in connection with such anti-
money laundering programs, including without limitation, representations to the Fund that such
subscriber or Shareholder is not a prohibited country, territory, individual or entity listed on the
U.S. Department of Treasury's Office of Foreign Assets Control ("OFAC™) website and that it is
not directly or indirectly affiliated with, any country, territory, individual or entity named on an
OFAC list or prohibited by any OFAC sanctions programs. Such Shareholder shall also
represent to the Fund that amounts contributed by it to the Fund were not directly or indirectly
derived from activities that may contravene U.S. federal, state or international laws and
regulations, including anti-money laundering laws and regulations.

TAXATION IN THE CAYMAN ISL.ANDS

On the basis of the curmrent legislation of the Cayman Islands, there are no income,
profits, capital transfer, capital gains or other similar taxes that would be applicable to the profits
or gains of the Fund, and shareholders of the Fund are not subject to any such taxes or any
similar taxes in respect of their holdings of Participating Shares.
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TAXATION IN THE UNITED STATES

The following is a discussion of certain U.S. federal income tax considerations for
persons to whom such considerations are relevant in purchasing Participating Shares of the Fund.
The discussion does not purport to deal with all aspects of U.S. federal taxation that may be
relevant to particular investors and is for general informational purposes only. The U.S. federal
income tax consequences that may be applicable to an investor may vary depending on an
investor's particular situation. Prospective investors are advised to consult their own tax advisors
regarding the U.S. federal income tax considerations in acquiring, holding and disposing of the
Participating Shares, as well as any state, local or foreign tax considerations.

U.S. Taxation of the Fund. The Fund expects to conduct its activities in such a
manner that, under current law, the Fund will not be engaged in a trade or business within the
United States. Accordingly, and assuming the Fund is not engaged in a U.S. trade or business,
the Fund will not be required to file U.S. federal income tax returns and will not be subject to
U.S. federal income or withholding tax in respect of any capital gains realized by it (except to the
extent, if any, that income or gains are attributable to investments in (i) securities that constitute
U.S. real property interests or (i1) a U.S. business partnership either directly or through an Other
Investment Entity that is treated as a partnership for U.S. federal income tax purposes).
However, the Fund will be subject to a 30 percent withholding tax in respect of any dividend
income and, depending upon the circumstances, possibly in respect of interest and in respect of
payments to the Fund in connection with securities loans and similar payments.

U.S. Taxation of Foreign Shareholders. Dividends paid by the Fund, if any,
redemptions of Participating Shares by the Fund and sales of Participating Shares by a
shareholder generally will not be subject to U.S. income (or withholding) tax in the case of any
shareholder which is not a U.S. person within the meaning of the Internal Revenue Code of
1986, as amended (the "Code"), unless such dividends or the gains from such redemptions or
sales are effectively connected with a trade or business of the shareholder in the United States or
(under certain circumstances) are attributable to an office or other fixed place of business of such
shareholder in the United States.

The transfer of Participating Shares in the Fund, by way of gift by, or as a result
of the death of, an individual shareholder of the Fund who is not a U.S. person within the
meaning of the Code, will not be subject to U.S. gift or estate taxes.

U.S. Tax-Exempt Shareholders. The Fund believes that U.S. shareholders
exempt from taxation under Section 501(a) of the Code ("Tax-Exempt U.S. Persons"), will not
be subject to the unrelated business income tax under Section 511(a)(1) of the Code by reason of
their investment in the Fund, assuming that such shareholders have not incurred indebtedness in
order to acquire their Participating Shares.

Section 511{a)(1) of the Code provides for a tax on the unrelated business taxable
income ("UBTI") of a tax-exempt organization or trust. Section 512(a)(l) of the Code provides
that, subject to certain exceptions, UBTI includes any gross income derived from any trade or
business regularly carried on by the tax-exempt organization which is not substantially related to
the purpose or function which serves as the basis for the organization's tax exemption, minus the
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allowable deductions which are directly connected with the carrying on of any such trade or
business. Section 512(b) of the Code provides, among other things, that interest, dividends and
gains or losses from the sale, exchange or other disposition of property (other than stock in trade
or other property which would be treated as inventory or property held primarily for sale to
customers in the ordinary course of the trade or business) are not treated as UBTI except to the
extent provided for in Section 514 of the Code or, with respect to interest, unless received from
an organization which is "controlled” by the tax-exempt organization. For this purpose,
"control" means ownership of stock possessing at least 50 percent of the total combined voting
power or value of the stock of the corporation.

Regulations applicable to passive foreign investment companies ("PFICs")
provide that a Tax-Exempt U.S. Person will not be subject to the special tax imposed by Section
1291 of the Code upon excess distributions received by shareholders of a PFIC unless a dividend
from the PFIC would otherwise be subject to tax (i.e., if it were considered to be debt-financed
income). Any gain or loss realized by the shareholders upon the disposition of shares of the
Fund will be treated as gains or losses from the sale or exchange of property (other than stock in
trade or other property which would be treated as inventory). Therefore, the Fund believes that
income and gain realized as the result of an investment in Participating Shares of the Fund by a
Tax-Exempt U.S. Person will not be UBTI. This conclusion assumes that such Tax-Exempt U.S.
Person has not incurred indebtedness to acquire its Participating Shares.

Because the Fund is a non-U.S. corporation, any U.S. person within the meaning
of the Code who acquires 10 percent or more (taking certain attribution rules into account) of the
total combined voting power or the total value of the outstanding stock will likely be required to
file Form 5471, which is an information return with respect to a non-U.S. corporation. The Fund
has not committed to provide all of the information about the Fund or its shareholders needed to
complete Form 5471. In addition, a U.S. person within the meaning of the Code that transfers
cash to a non-U.S. corporation may be required to report the transfer to the U.S. Internal
Revenue Service if (i) immediately after the transfer, such person holds (directly, indirectly or by
attribution) at least 10% of the total voting power or total value of such corporation or (ii) the
amount of cash transferred by such person (or any related person) to such corporation during the
twelve-month period ending on the date of the transfer exceeds $100,000. Shareholders who are
Permitted U.S. Persons are urged to consult their own tax advisors concerning this and any other
reporting requirement.

The foregoing discussion of taxation is for informational purposes only and
investors are urged to consult with their own tax advisors respecting the tax consequences of an
investment in the Fund, including the tax treatment under the laws of any jurisdiction to which
they might be subject.

CAYMAN JSLANDS MUTUAL FUNDS LAW

The Fund is registered as a "mutual fund” for the purposes of the Mutual Funds
Law (2001 Revision) of the Cayman Islands (the "Law") and, accordingly, will be regulated by
such law.

9100939.9 : 24

CONFIDENTIAL GCC-NYAG0000644



As a regulated mutual fund, the Fund is subject to the supervision of the Cayman
Islands Monetary Authority (the "Authority") and the Authority may at any time instruct the
Fund to have its accounts audited and submit them to the Authority within such time as the
Authority specifies. In addition, the Authority may ask the Directors to give the Authority such
information or such explanation in respect of the Fund as the Authority may reasonably require
to enable it to carry out its duties under the Law.

The Directors must give the Authority access to or provide at any reasonable time
all records relating to the Fund and the Authority may copy or take an extract of a record it is
given access to. Failure to comply with these requests by the Authority may result in substantial
fines being imposed on the Directors and may result in the Authority applying to the court to
bave the Fund wound up.

The Authority is prohibited by the Law from disclosing any information relating
to the affairs of a mutual fund other than disclosure required for the effective regulation of a
mutual fund or when required or permitted to do so by law or by a court.

The Authority may take certain actions if it is satisfied that a regulated mutual
fund is or is likely to become unable to meet its obligations as they fall due or is carrying on or is
attempting to carry on business or winding up its business voluntarily in a manner that is
prejudicial to its investors or creditors. The powers of the Authority include, inter alia, the
power to require the substitution of the Directors, to appoint a person to advise the Fund on the
proper conduct of its affairs or to appoint a person to assume control of the affairs of the Fund.
There are other remedies available to the Authority including the ability to apply to the court for
approval of other actions.

Notwithstanding the foregoing, investors must appreciate that no Cayman Islands
authority has passed upon the content of this offering document or the merits of an investment in
the Fund.

ANTI-MONEY L AUNDERING REGULATIONS

As part of the Fund's responsibility for the prevention of money laundering, the
Fund may require a detailed verification of the subscriber's identity and the source of the
payment of the subscription amount. Depending on the circumstances of each subscription, a
detailed verification might not be required where: (a) the subscriber makes the payment from an
account held in the subscriber's name at a recognized financial institution; or (b) the subscription
is made through a recognized intermediary. These exceptions will only apply if the financial
institution or intermediary referred to above is within a country recognized as having sufficient
anti-money laundering regulations. The Fund reserves the right to request such information as is
necessary to verify the identity of a subscriber. In the event of delay or failure by the subscriber
to produce any information required for verification purposes, the Fund may refuse to accept the
subscription and the subscription monies relating thereto. If any person who is resident in the
Cayman Islands has a suspicion that a payment to the Fund (by way of subscription or otherwise)
contains the proceeds of criminal conduct that person is required to report such suspicion to the
Cayman Islands authorities pursuant to The Proceeds of Criminal Conduct Law (2001 Revision).
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ERISA CONSIDERATIONS

THE FOLLOWING SUMMARY OF CERTAIN ASPECTS OF ERISA 1S
BASED UPON ERISA, JUDICIAL DECISIONS, U.S. DEPARTMENT OF LABOR
REGULATIONS AND RULINGS IN EXISTENCE ON THE DATE HEREOF, ALL OF
WHICH ARE SUBJECT TO CHANGE. THIS SUMMARY IS GENERAL IN NATURE AND
DOES NOT ADDRESS EVERY ISSUE THAT MAY BE APPLICABLE TO THE FUND OR A
PARTICULAR PERMITTED U.S. PERSON THAT BECOMES OR 1S CONSIDERING
BECOMING A SHAREHOLDER. ACCORDINGLY, EACH PROSPECTIVE
SHAREHOLDER THAT IS A PERMITTED U.S. PERSON AND AN EMPLOYEE BENEFIT
PLAN SHOULD CONSULT WITH ITS OWN COUNSEL IN ORDER TO UNDERSTAND
THE ERISA ISSUES AFFECTING THE FUND AND THE SHAREHOLDER.

General

Each Permitted U.S. Person which is an employee benefit plan or trust (an
"ERISA Plan™) within the meaning of and subject to the provisions of ERISA, an individual
retirement account ("IRA™) or a Keogh Plan subject to the Code should consider the matters
described below in determining whether to invest in the Fund.

In addition, fiduciaries of an ERISA Plan must give appropriate consideration to,
among other things, the role that an investment in the Fund plays in the plan's portfolio, taking
into consideration whether the investment is designed reasonably to further the plan's purposes,
the investment's risk and return factors, the portfolio's composition with regard to diversification,
the liquidity and current return of the total portfolio relative to the anticipated cash flow needs of
the plan, the projected return of the total portfolio relative to the plan’s objectives and the limited
right of shareholders to redeem all or any part of their Shares or to transfer their interests in the
Fund.

Limitation on Investments by Benefit Plan Investors

The Investment Advisor intends to momitor the investments in the Fund to ensure
that the aggregate investment by benefit plan investors (i.e., employee benefit plans as defined in
Section 3(3) of ERISA (whether or not subject to Title I of ERISA), plans described in
Section 4975(e)(1) of the Code, government plans, church plans, foreign pension plans, and
entities the underlying assets of which include plan assets) does not equal or exceed 25% of the
value of any class of Shares of the Fund so that equity participation by benefit plan investors will
not be considered "significant” under U.S. Department of Labor Regulations and, as a result, the
underlying assets of the Fund will not be deemed "plan assets" for purposes of ERISA. If the
assets of the Fund were regarded as "plan assets" of a benefit plan investor, the Investment
Advisor would be a "fiduciary” (as defined in ERISA) with respect to such plan and would be
subject to the obligations and liabilities imposed on fiduciaries by ERISA and/or the Code.
Moreover, the Fund would be subject to various other requirements of ERISA and/or the Code.
In particular, the Fund would be subject to rules restricting transactions with "parties in interest”
and prohibiting transactions involving conflicts of interest on the part of fiduciaries which might
result in a violation of ERISA and/or the Code unless the Fund obtained appropriate exemptions
from the U.S. Department of Labor allowing the Fund to conduct its operations as described
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herein. The Fund reserves the nght, however, to waive the 25% limitation and thereafter to
comply with ERISA and/or the Code.

Representation by Plans

The fiduciaries of each ERISA Plan, IRA or Keogh Plan proposing to invest in the
Fund will be required to represent that they have been informed of and understand the Fund's
investment objectives, policies and strategies and that the decision to invest plan assets in the
Fund is consistent with the provisions. of ERISA and/or the Code that require diversification of
plan assets and impose other fiduciary responsibilities. In particular, exempt organizations
should consider the applicability to them of the provisions relating to UBTI. (See "Tax

Aspects.")

WHETHER OR NOT THE UNDERLYING ASSETS OF THE FUND ARE
DEEMED PLAN ASSETS UNDER THE U.S. DEPARTMENT OF LABOR REGULATIONS,
AN INVESTMENT IN THE FUND BY AN ERISA PLAN IS SUBJECT TO ERISA AND/OR
THE CODE. ACCORDINGLY, FIDUCIARIES OF SUCH PLANS SHOULD CONSULT
WITH THEIR OWN COUNSEL AS TO THE CONSEQUENCES UNDER ERISA AND/OR
THE CODE OF AN INVESTMENT IN THE FUND.

Plans Having Prior Relationships with Affiliates of the Fund

Certain prospective benefit plan investors may currently maintain relationships
with the Investrnent Advisor or other entities which are affiliated with the Investrnent Advisor
(collectively, the "Affiliated Entities™). Each of the Affiliated Entities may be deemed a party in
interest with respect to, and/or a fiduciary of, such plans if any of the Affiliated Entities provides
investment management, investment advisory or other service to them. ERISA and/or the Code
prohibits plan assets from being used for the benefit of a party in interest and also prohibits a
fiduciary from using its position to cause the plan to make an investment from which it or certain
third parties in which such fiduciary has an interest would receive a fee or other consideration.

In this circumstance, benefit plan investors should consult with counsel to determine if
participation in the Fund is a transaction which is prohibited by ERISA and/or the Code.
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The Fund:

Anel Fund Limited

c/o Fortis Fund Services (Cayman) Limited
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Grand Cayman

Cayman Islands

British West Indies

The Registrar:

Fortis Fund Services (Cayman) Limited
P.O. Box 2003

Grand Pavilion Commercial Center
802 West Bay Road

Grand Cayman

Cayman Islands

British West Indies

Attm: Share Registration Department
Tel: (345) 949-7942

Telecopy: (345) 949-8340

The Investment Advisor:

Gabriel Capital Corporation
450 Park Avenue, 32nd Floor
New York, NY 10022

Tel: (212) 838-7200
Telecopy: (212) 838-9603
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.COPY NO:

NAME:

February 1996

PROSPECTUS
ARIEL FUND LIMITED
500,000 Redeemable Participating Preference Shares
Issued in Series -

Ariel Fund Limited (the "Fund") is offering its Redeemable Participating
Preference Shares (the *Participating Shares”) to qualified purchasers at an offering price of
$1,000 per share in minimum denominations of $500,000, and integral multiples of $1,000 for
investments above such amount. The Participating Shares will be offered in series. Each
subscriber of Participating Shares will be issued a different series. Additional subscriptions of
Participating Shares by the same person will also be issued in a different series.

“The Fund is incorporated in the Cayman Islands and is formed for the purpose
of carrying on the business of an open-ended investment company. The Fund will engage
primarily in investing and trading in marketable securities and instruments of companies or
other entities which are the subject of a Reorganization. The term "Reorganization”, as used
in this Prospectus, includes tender offers, mergers, liquidations, recapitalizations,
bankruptcies, spin-offs, and other similar transactions. The securities and other instruments in :
which the Fund primarily invests include sommon stock, preferred stock and other evidences {
of ownership interests; bonds, trade creditor claims and other evidences of indebtedness and
put and call options on securities. The Fund will endeavor to purchase these securities at a
discount to their anticipated value upon consummation of the Reorganization. The Fund also
may make other types of investments, including the purchase of securitics and other
instruments which appartobemdervaluedand selling short securities which appear to be
overvalued and, subject to the further provisions of this Prospectus, commodity contracts. The
Fund also may make indirect investments, including investments in mutual funds, private -
investment partnerships, closed end funds and other pooled investment vehicles which engage
in similar investment strategies (collectively, "Other Investment Entities”). The Articles of
Association of the Fund (the "Articles") generally prohibit acquisition of Participating Shares
by nationals or residents of the United States and the Fund does not solicit investments by i
nationals or residents of the United States. The Articles provide, however, that the Fund's !
director may determine, in its discretion, to allow nationals or residents of the United States
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which are exempt from United Stated Federal income taxation to acquire Participating Shares.
See "Qualified Purchasers”. ) :

AN INVESTMENT IN THE FUND INVOLVES A HIGH DEGREE OF RISK.
SEE "RISK FACTORS".

THE PARTICIPATING SHARES HAVE NOT BEEN REGISTERED UNDER
THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "ACT") AND
MAY NOT BE SOLD IN THE UNITED STATES OR ITS TERRITORIES OR POSSESSION
OR TO NATIONALS OR RESIDENTS THEREOF EXCEPT PURSUANT TO AN .
EXEMPTION TO THE REGISTRATION REQUIREMENTS OF THE ACT. THE
PARTICIPATING SHARES MAY NOT BE OFFERED TO THE PUBLIC OF THE
CAYMAN ISLANDS.

NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO
MAKE ANY REPRESENTATIONS OTHER THAN AS PROVIDED IN THIS
PROSPECTUS IN CONNECTION WITH THE OFFER CONTAINED IN THIS
PROSPECTUS, AND IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED
BY THE FUND. THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFER OR
SOLICITATION TO ANYONE IN ANY JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS NOT AUTHORIZED OR TO ANY PERSON TO WHOM IT IS
UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION, AND MAY BE USED
ONLY IN CONNECTION WITH THE OFFERING OF PARTICIPATING SHARES AS
CONTEMPLATED HEREIN. THIS PROSPECTUS CONSTITUTES AN OFFER ONLY !
TO THE PERSON WHOSE NAME APPEARS ON THE FIRST PAGE HEREQF. !

NEITHER THE DELIVERY OF THIS PROSPECTUS NOR THE ISSUE OF - |
PARTICIPATING SHARES SHALL IMPLY THAT THERE HAS BEEN NO CHANGE IN
THE AFFAIRS OF THE FUND SINCE THE DATE OF THIS PROSPECTUS AND NO
OTHER REPRESENTATION CONCERNING THEM SHALL BE DEEMED TO HAVE
BEEN MADE OR AUTHORIZED BY THE FUND OR OTHERWISE ON ITS BEHALF.

PRIOR TO THE ACQUISITION BY ANY PROSPECTIVE INVESTOR OF
ANY PARTICIPATING SHARE BEING OFFERED HEREBY, SUCH PROSPECTIVE ~
INVESTOR AND/OR HIS OR HER REPRESENTATIVES, IF ANY, WILL HAVE AN i
OPPORTUNITY TO ASK QUESTIONS OF, AND RECEIVE ANSWERS FROM, j
REPRESENTATIVES OF THE FUND AND THE FUND'S INVESTMENT ADVISOR ;
CONCERNING THE TERMS AND CONDITIONS OF THIS OFFERING AND TO g
OBTAIN FROM THEM ANY ADDITIONAL INFORMATION NECESSARY TO VERIFY :
THE ACCURACY OF INFORMATION CONTAINED IN THIS PROSPECTUS, TO THE
EXTENT THAT THEY POSSESS SUCH INFORMATION OR CAN ACQUIRE IT
WITHOUT UNREASONABLE EFFORT OR EXPENSE.
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ANY REPRODUCTION OR DISTRIBUTION OF THIS PROSPECTUS, IN
WHOLE OR IN PART OR THE DISCLOSURE OF ANY OF ITS CONTENTS, OTHER
THAN TO THE PROSPECTIVE INVESTOR’S FINANCIAL OR LEGAL COUNSEL, MAY
VIOLATE APPLICABLE SECURITIES LAWS AND IS PROHIBITED WITHOUT THE
EXPRESS PRIOR WRITTEN CONSENT OF THE FUND'S ADMINISTRATOR. BY
ACCEPTING DELIVERY OF THIS PROSPECTUS, THE OFFEREE AGREES TO
RETURN IT AND ALL ACCOMPANYING DOCUMENTS PROMPTLY UPON
REACHING A DECISION NOT TO MAKE AN INVESTMENT IN THE FUND.

PROSPECTIVE INVESTORS SHOULD READ THIS PROSPECTUS
CAREFULLY BEFORE MAKING ANY INVESTMENT DECISIONS REGARDING THE
FUND. PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS PROSPECTUS AS LEGAL, INVESTMENT, TAX OR OTHER ADVICE. PERSONS
INTERESTED IN PURCHASING THE PARTICIPATING SHARES OFFERED HEREBY
SHOULD INFORM THEMSELVES AS TO THE TAX CONSEQUENCES, FOREIGN
EXCHANGE CONTROL REGULATIONS AND OTHER LEGAL REQUIREMENTS IN i
THEIR OWN COUNTRIES WHICH MAY BE APPLICABLE TO THE PURCHASE,
HOLDING, EXCHANGE OR SALE OF SUCH SHARES.

EACH PROSPECTIVE INVESTOR MUST RELY UPON HIS OR HER OWN
REPRESENTATIVES INCLUDING HIS OR HER OWN LEGAL COUNSEL AND
ACCOUNTANTS, AS TO LEGAL, ECONOMIC, TAX AND RELATED ASPECTS OF
THE INVESTMENT DESCRIBED HEREIN AND AS TO ITS SUITABILITY FOR SUCH
INVESTOR.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON
‘THEIR OWN EXAMINATION OF THE FUND AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THE PARTICIPATING SHARES
HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING
AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY
IS A CRIMINAL OFFENSE. THE PARTICIPATING SHARES ARE SUBJECT TO
RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE
TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, AND THE APPLICABLE STATE SECURITIES LAWS,
PURSUANT TO REGISTRATION OR EXEMPTION THEREFROM. INVESTORS
SHOULD BE AWARE THAT THEY WILL BE REQUIRED TO BEAR THE FINANCIAL
RISKS FOR THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.
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- THE PARTICIPATING SHARES ARE OFFERED PURSUANT TO A
CLAIM OF EXEMPTION UNDER SECTION 517.061(11) OF THE FLORIDA STATUTES
AND HAVE NOT BEEN REGISTERED UNDER SAID ACT IN THE STATE OF
FLORIDA. ALL FLORIDA INVESTORS HAVE A THREE-DAY RIGHT TO VOID THE
PURCHASE OF THE PARTICIPATING SHARES WITHOUT PENALTY, WITHIN (3)
DAYS AFTER THE FIRST TENDER OF CONSIDERATION IS MADE BY SUCH
PURCHASER TO THE FUND OR AN AGENT OF THE FUND OR WITHIN THREE
DAYS AFTER THE AVAILABILITY OF THAT PRIVILEGE IS COMMUNICATED TO
SUCH PURCHASER, WHICHEVER OCCURS LATER AND TO RECEIVE A FULL-
REFUND AND RETURN (WITHOUT INTEREST) OF ANY MONEY PAID BY HIM. A
FLORIDA RESIDENT'S WITHDRAWAL WILL BE WITHOUT ANY FURTHER
LIABILITY TO ANY PERSON. TO ACCOMPLISH SUCH WITHDRAWAL, A FLORIDA
RESIDENT NEED ONLY SEND A LETTER OR TELEGRAM TO THE FUND AT THE
ADDRESS SET FORTH IN THIS PROSPECTUS INDICATING HIS INTENTION TO
WITHDRAW. SUCH LETTER OR TELEGRAM MUST BE SENT AND POSTMARKED _
PRIOR TO THE END OF THE AFOREMENTIONED THIRD DAY. IF A FLORIDA i
RESIDENT SENDS A LETTER, IT IS PRUDENT TO SEND IT BY CERTIFIED MAIL,
RETURN RECHIPT REQUESTED, TO INSURE THAT IT IS RECEIVED AND ALSO TO i
EVIDENCE THE TIME AND DATE WHEN IT IS MAILED. SHOULD A FLORIDA t
RESIDENT MAKE THIS REQUEST ORALLY, HE SHOULD ASK FOR WRITTEN
CONFIRMATION THAT THIS REQUEST HAS BEEN RECEIVED.

The following is a brief description of the Fund and of the Participating Shares.
The descriptions herein do not purport to be complete and are qualified in their entirety by
reference to the terms of the Articles and the agreements described below which the Fund has :
entered into with respect to the sale of the Participating Shares. A copy of the Articles is i
available upon request and will be provided to each prospective investor prior to the execution
by such investor of a subscription application. All expressions of dollars ($) in this Prospectus
relate to United States currency. -

THE FIIND

The Fund was incorporated in the Cayman Islands on December 28, 1988 as an
exempted company under the Cayman Islands Companies Law. The Fund commenced
operations on January 1, 1989 and has a fiscal year ending December 31. The Articles

provide for the Fund to undertake business as a corporate open-ended investment fund. _
Substantially all of the assets of the Pund are derived from the allotment and

issue of Participating Shares and from borrowings secured by Fund assets. Holders of

Participating Shares share substantially all of the net appreciation in value of the Fund's assets.
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See "Participating Shares,” below. Participating Shares are issued in series and are non-
voting. All of the voting shares of the Fund are owned by Ariel Management Corporation, the
Investment Advisor to the Fund. See "Investment Advice," below. Such voting shares do not
entitle the Investment Advisor to participate in the net appreciation of the Fund. A portion of
the Investment Advisor's compensation, however, is in the form of a pememage of the annual
increase in the Fund's net asset value

INVESTMENT POQIICY

* " Generally, the-purpose of the Fund is to invest and trade in United States and
foreign, marketable and non-marketable, equity and debt securities and options, as well as
other evidences of ownership interést or indebtedness, including receivership certificates,
certificates of beneficial interest, and promissory notes and payables to trade creditors of
distressed companies or companies in Chapter 11 bankruptcy proceedings, and in risk i
arbitrage, commodities contracts, futures contracts, forward contracts and any other
instruments whicli are traded in normal channels of trading for securities and commodities.
The Fund also may make indirect investments, including investments in mutual funds, private
investment partnerships, closed end funds and other pooled investment vehicles which engage
in similar investment strategies (collectively, “Other Investment Entities”). The Fund may on
occasion itself initiate or actively participate in acquisition or restructuring transactions or in
proxy contests. The Fund also may invest in the securities of corporations believed to be
fundamentally undervalued. The Fund may invest in restricted securities.

‘When the Fund engages in indirect investments in Other Investment Entities
fees, including performance-based fees, may be payable to such pooled vehicles by the Fund,
in addition to the fees payable to the Investment Advisor discussed below. In such cases, the .
Investment Advisor will retain overall investment responsibility for the portfolio of the Fund ;
(although not the investment decisions of any independent money managers managing Other
‘Investment Entities). -Such arrangements are subject to periodic review by the Investment
Advisor and are terminable at reasonable intervals in the Investment Advisor's discretion. The
Fund may withdraw from or invest in different investment partnerships and terminate or eater
into new investment advisory agreements without prior notice to or the consent of the
shareholders. See "Risk Factors —~ Independent Money Managers”.

The Fund's business is concentrated in the purchase of securities which are
subject to Reorganizations (as defined on the cover page of this Prospectus) at a discount to the
ultimate expected value of the cash and/or securities to be received when the Reorganization is
consummated and the securities are redeemed as well as other speculative securities and
instruments. Substantial risks are involved in such Reorganizations and the results of the
Fund's operations may be expected to fluctuate from period to period. See "Risk Factors®.
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The Fund has hired the Investment Advisor to implement the Fund's investment :
policies and objectives. See "Investment Advice”. The Investment Advisor intends, to the '
extent circumstances permit, to adopt a selective approach in evaluating potential investment
situations, generally concentrating on relatively fewer transactions it can follow more closely.

The Investment Advisor may often employ strategies involving derivative securities like
options, futures and convertibles which may present more favorable risk-reward relationships.
The Investment Advisor expects to use hedging devices frequently and will engage in short

" sales. There can be no assurance that any of the hoped-for benefits of the described
Investment Advisor's strategies will be realized. Moreover, the Investment Advisor reserves
the right to deviate from the foregoing approach to the extent it deems appropriate.
Notwithstanding the foregoing, the Fund will not be permitted to trade in commodities and
futures, including financial futures, or in options on commodities and futures, unless the
Investment Advisor registers as a commodity pool operator under the Commodity Exchange i
Act or the Fund otherwise would become able to so trade under applicable law. The
Investment Advisor currently does not intend to register as a commodity pool operator, but !
reserves the right to so register in the future. If the Investment Advisor registers as a
commodity pool operator or if the Fund otherwise becomes eligible to trade commodities and
futures, then the Fund shall be permitted to trade in commodities and futures. To the extent
that the Fund trades in commodities and futures and related options, the Fund will incur
additional risks. Because of the low margin deposits normally required in futures trading, the
same rigks as those resulting from leverage described below will be particularly present. In
addition, due to market and regulatory factors commeodities and futures and related options
may be less liquid than other types of investments.

The Investment Advisor will not permit more than the greater of 50% of the
Fund's capital and 25% of the Fund's total assets (on a cost basis, giving consideration to )
hedging techniques utilized) to be invested in a single investment. Moreover, it will not permit
more than 10% of the Fund's capital to be placed at risk in a single investment. The
Investment Advisor will have the discretion to determine how much of the cost of an
investment will be considered to be at risk for purposes of this test.

CONFIDENTIAL GCC-NYAGO0000571



Fund Risks

Success Dependent on Investment Advisor. The success of the Fund depends
primarily upon Ariel Management Corporation, Investment Advisor to the Fund. The death or
incapacity of J. Ezra Merkin, owner of all outstanding shares of said Investment Advisor,

would result in the termination of the Fund.

'Pa:umpanngSharwwxntakcnopanmﬂlcmnagenmt eonuoloroperamn of the Pund.
The Fund's Articles of Association give the Fund broad authority to expand the Fund's
activitiés within the areas described herein and therein without the consent of the holders of

Participating Shares.

Limitations on Redemptions. Participating Shares may be redeemed quarterly
as of the last business day of each March, June, September and December upon 30 days'
written notice to the Fund. Distribution of cash in respect of all or any part of a holder's
redeemed Participating shares need not be made until 90 days after the last day of such
quarter. Participating Shares may also be redeemed at the discretion of the Directors of the
Fund.

Required Redemptions. The Participating Shares of any shareholder may be
redeemed with or without cause by the Board of Directors of the Fund and such shareholder
may be required to withdraw from the Fund, as of the last day of any calendar month, if the
Board of Directors determines that such termination and withdrawal are in the best interests of
the Fund. The Board of Directors shall give 30 days written notice of any such determination i
to such shareholder. !

Busi Ris]

The principal activity of the Fund will be the investment in Reorganization
transactions. Because of the inherently speculative nature of these activities, the results of the |
Fund's activities may be expected to fluctuate from period to period. :

i izations. The Fund will purchase
seamuesmdoﬂwrmsu'ummtsatadlmmtmﬂlarexpmdvalwanduponmmnmum :
of an announced or anticipated Reorganization. Such purchases may be made at prices which ,
are only slightly below such expected value but are substantially in excess of the market price :
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of the securities or other instruments prior to the announcement of the Reorganization. In
addition, if the Fund determines that the offer price for a security which is the subject of a
tender offer is likely to be increased, either by the original bidder or by another party, the
Fund may purchase securities above the offer price; such purchases are subject to a high
degree of risk. As a result, if the Reorganization is not consummated or is delayed, the value
of such securities or other instruments mady decline significantly and the Fund may sell them at
a loss. In addition, if the ultimate value of the cash and/or securities distributed upon
consummation of the Reorganization is less than expected, the Fund may realize a loss. The
potential for loss may be increased by the Fund's use of borrowings to purchase securities or.
other instruments. (See "Leverage”). .

Nopmmedkeorgammuonucermnmbeconsmmated There are several
factorswh:chmaytemltmthewrmmauonofaReorganmnm These include opposition by 5
the management or shareholders of the company or companies involved in the Reorganization; i
opposition by regulatory agencies whose approval may. be required; litigation; a material : :
adverse change in the business of the company or companies involved in the Reorganization or
the securities markets generally; passage of legislation by governmental entities restricting '
certain types of Reorganizations; and other circumstances, including, but not limited to, the
failure to meet certain conditions customarily specified in acquisition agreements. These
factors may also cause significant delays, during which the Fund's capital will be committed
and interest charges on any funds borrowed to finance the Fund's investments may be
incurred.

The Fund may also make certain speculative purchases and sales of securities.
Such purchases and sales may include securities which the Investment Advisor believes to be
undervaiued or overvalued, as the case may be, or where other companies in the same or a
related industry have been the subject of Reorganizations. If the Fund purchases securities in
anticipation of a Reorganization, and a Reorganization does not in fact occur, the Fund may
sell the securities at a material loss. Further, when securities are purchased in anticipation of a
Reorganization, a substantial period of time may elapse between the Fund's purchase of the
securities and the Reorganization. During this period, a portion of the Fund's funds would be
committed to the securities purchased, and the Fund may finance such purchases with
borrowed funds on which it will have to pay interest.

The Investment Advisor will attempt to assess risk in determining the nature and
extent of the investment the Fund will make in specific securities. However, many risks
cannot be quantified.

" Non-markesable Obligations. Non-marketable obligations include bank loans,
promissory notes and other evidences of indebtedness, as well as payables to trade creditors of
distressed companies and companies in Chapter 11 bankruptcy proceedings. These securities

' and instruments ordinarily remain unpaid unless and until the company rcorganizes and/or
emerges from Chapter 11. There can be no assurance that a reorganization plan favorable to
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the class of securities held by the Fund will be adopted or that the subject company might not
eventually be liquidated rather than reorganized. These obligations may be highly speculative
and may have to be held for an extended period of time. The ultimate value realized upon
redemption of such obligations depends upon the recapitalization or reorganization plan
adopted in Chapter 11. There can be no assurance that the cash and/or securities, if any,
ultimately received in redemption of the obligations will equal the Fund's cost. In a Chapter
11 proceeding, there can be considerable delay in reaching accord on a restructuring plan
acceptable to a bankrupt company's lenders bondholders and other creditors and then getting
that plan approved by the bankruptcy court, and during this period a portion of the Fund's
funds would be invested in the non-marketable obligations purchased, and the Fund may
finance such purchases with borrowed funds on which it will have to pay interest.
Furthermore, there is a risk that the Chapter 11 reorganization will be unsuccessful and that
the obligations will become worthless.

. Proxy Contests. The Fund may invest in securities of a company which is the
subject of a proxy contest in the expectation that new management will be able to improve the
company's performance or effect a sale or liquidation of its assets so that the price of the
subject company's securities will increase to a price above that paid for the securities by the :
Fund. If the incumbent management of the subject company is not defeated or if new i
management is unable to improve the company's performance or sell or liquidate the company,
the market price of the securities of the subject company will typically fall to a price below
that paid for the securities by the Fund, causing the Fund to suffer a loss. In addition, even
upon the successful completion of a proxy contest, the market price of the securities of the
subject company may not rise to a price above that paid for the securities by the Fund.

Options Transactions. The Pund may engage from time to time in various types
of options transactions, including hedging and arbitrage in options on securities. This activity
is designed to reduce the risks attendant in- short-selling and in taking long positions in certain
transactions and may involve stock options on a registered option exchange and offsetting
transactions in the undexlying stock, or offsetting transactions in one or more options for stock.
The Fund also may take positions in options on stock of companies which may, in the
judgment of the Investment Advisor, be potential acquisition candidates in merger, exchange
offer or cash tender offer transactions. If the potential acquisition candidate does not become
the subject of a merger, exchange offer or cash tender offer, the Fund may suffer a loss.

When the Fund purchases an option, it must pay the price of the option and
transaction charges to the broker effecting the transaction. If the option is exercised by the
Fund, the total cost of exercising the option may be more than the brokerage costs which
wduld have been payable had the underlying security been purchased directly. If the option
expires, the Fund will lose the cost of the option.

In certain transactions the Fund may not be "hedged” against market
fluctuations or, in liquidation situations, the hedge may not accurately value the assets of the
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company being liquidated. This can result in losses, even if the proposed transaction is
consummated.

Commaodities. The Investment Advisor may decide to register as a commodity
pool operator under the Commodity Exchange Act and seek certain exemptive letters
thereunder, so as to enable the Fund to trade in commodities and financial futures and related
options. Because of the very low margin, deposits normally required in futures trading, the
risks resulting from leverage described below are particularly present in such trading. In
addition, due to market and regulatory factors, futures may be less liquid then other types of
investments. :

Participation in Unfriendly Transactions. The Fund may seek to initiate .
acquisition or restructuring transactions or proxy fights against the wishes of the subject [
company’s management, or may actively participate in transactions of this sort initiated by '
others. Such transactions typically become embroiled in litigation, and participants therein :
may be found to have violated any of the many laws and regulations applicable thereto. This .
could impose substantial cost and expease (including litigation expense) on the Fund, and ;
subject it to various legal remedies such as injunctions against future participation in these ;
transactions, disgorgement of gains, loss of voting rights or forced disposition of the
investment. Participation in such transactions may also require the Fund to make significant
disclosure concerning its operations.

Factors Affecting Investinents. Theré are a number of factors which may
adversely affect the ability of the Fund to pursue its investment strategy. There is a limited
availability of debt financing for takeovers of highly leveraged companies resulting in a
declining volume of takeover activity. Mergers of a certain size require approval of the
Federal Trade Commission of potential antitrust implications. It is possible at any time for the
FTC to more-vigorously enforce the antitrust laws affecting mergers. In addition, there are
state laws aimed at curbing takeovers and courts have given management greater authority to i
employ defensive measures in the face of hostile takeover attempts where management believes i
doing so is in the long-term interests of the company. Many companies generally have :
adopted various measures aimed at making takeovers more difficuit and expensive. Similarly,
changing economic conditions, accounting standards and tax and securities laws (among other
factors) may impair the profitability of the types of transactions in which the Fund intends to
invest, adversely affecting its operations.

Shaort Selling. Wheze the Fund determines that it is probable that a transaction
will not be consummated, the Fund may sell the securities of the target company short, at
prices below the announced price for the securities in the transaction. If the transaction (or
another transaction, such as a "defensive” merger or a friendly tender offer) is consummated,
the Fund may be forced to cover the short position in the market at a higher price than the
short sale price, with a resulting loss. There is in theory no limit to the loss which the Fund
could incur in covering a short sale,
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Market Risk and I ack of Diversification. Substantial risks are involved in the
acquisition or disposition of securities. Securities and their issuers are affected by, among
other things: changing supply and demand; federal, state and governmental laws, regulations
and enforcement activities; trade, fiscal and monetary programs and policies; and national and
international political and economic developments. Given the Fund's relatively small size,
with a majority of the Fund's assets expected to be invested in relatively few situations,
portfolio diversification may be limited. The Fund's investment plan does not constitute a
balanced investment plan. The securities in which the Fund may invest may be regarded as of
high risk. Such securities are subject to a number of risk factors, including market volatility,
creditworthiness of the issuer, liquidity of the seoondary trading market, and availability of
market quotahons

Leverage. The Boanl of Directors of the Fund has authorized the Investment
Advisor to borrow funds on the Fund's behalf in order to be able. to make additional
investments. Consequently, fluctuations in the value of the Fund's portfolio will have a
significant effect in relation to the Fund's capital. The risk of loss and the possibility of gain
is therefore increased. The amount of borrowings which the Fund may have outstanding at
any time may be large in relation to its capital. In addition, the level of interest rates :
generally, and the rates at which the Fund can borrow in particular, will be an expense of the -
Fund and therefore affect the operating results of the Fund.

Derivative securities may be internally leveraged such that each percentage
change in interest rates will have a multiple effect on the derivative security. Derivative
i securities therefore are highly volatile. Repurchase agreements are structured so that the Fund
sells securities to another party, usually a bank or other Securities Firm, and agrees to
repurchase them at an agreed upon price and date. A repurchase agreement is the eguivalent
of borrowing money and pledging securities as collateral.

Competition. The securities industry generally, and the business of investing in
Reorganization related securities or instruments in particular, is extremely competitive, and is
expected to remain so in the foreseeable future.

Economic and Regnlatary Climate. Changing market and economic conditions, S
andotherfactorssnchaschangesmfedemlorstatemlaws,fedualorstaxesec\mtxeslawsor ?
accounting standards, federal or state bankruptcy laws, may make Reorganizations less
desirable or may make the business of the Fund less profitable or unprofitable. Similarly,
rulemaking, adjudicatory or other activities of the Securities and Exchange Commission (the
"SEC"), the NASD, national securities exchanges or relevant state agencies may make the
Fund's activities less feasible and/or less profitable or unprofitable.

Lending of Partfolio Securities. The Fund may from time to time lend
securities from its portfolio to brokers, dealers and financial institutions such as banks and

11

CONFIDENTIAL GCC-NYAG0O000576




trust companies. The borrower may fail to return the securities involved in such transactions,
particularly if such borrower is in financial distress, in which event the Fund may incur a loss.

Portfolio Turnover. The Fund anticipates that its portfolio turnover rate may be
very high. Typically, h:gh pou'tfoho turnover results in comspondmgly high transaction costs,
including brokerage commission expenses.

Independent Money Managers. The Investment Advisor may delegate
investment discretion for all or a portion of the assets of the Fund to money managers, other
than the Investment Advisor, or make investments with Other Investment Entities. Although
- the Investment Advisor will exercise reasonable care in selecting such independent money
managers or Other Investment Entities and will monitor the results of those money managers
and Other Investment Entities, the Investment Advisor may not have custody over the funds
invested with the other money managers or with Other Investment Entities. The risk of loss of
the funds invested with other money managers or with Other Investment Entities may not be
insured by any insurance company, bonding company, governmental agency, or other entity :
and the Investment Advisor is not liable for any such loss. Independent money managers and
managers of Other Investment Entities selected by the Investment Advisor may receive i
compensation based on the performance of their investments. Performance-based
compensation usually is calculated on a basis which includes unrealized appreciation of the
Fund's assets, and may be greater than if such compensation were based solely on realized
gains. Further, a particular independent money manager or manager of an Other Investment
Entity may receive incentive compensation in respect of its portfolio for a period even though
the Fund's overall portfolio depreciated during such period. The independent money managers
and Other Investment Entities will trade wholly independently of one another and may at times
hold economically offsetting positions.

Exculpation of the Investment Advisor from Liahility. The Investment

Advisory Agreement provides that the Investment Advisor will not be liable for, and will be

indemnified by the Fund against, any act or omission unless such act or omission constitutes

gross negligence, fraud or willful misconduct. As a result, investors in the Fund may be
entitied to a more limited right of action against the Investment Advisor than they would _ i
otherwise have had absent such a limitation in the Investment Advisory Agreement described :
herein: (See "Investment Advice," below).

Exculpation of the Administrator from Liahility. The administration agreement :
(the "Administration Agreement®) between the Fund and MeesPierson (Cayman) Ltd. (the !
* Administrator™) provides that the Administrator will not be liable for, and will be indemnified
by the Fund against, any loss or damage unless such loss or damage is sustained or suffered by
reason of the gross negligence, bad faith or wiliful default of the Administrator. As a result,
investors in the Fund may be entitled to a more limited right of action against the
Administrator than they would otherwise have had absent such a limitation in the
Administration Agreement described herein. (See "Administration, " below).

st e e s
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Conflicts of Interest. The Investment Advisor has broad powers to conduct
investment and money management activities outside the Fund. These activities, which will
include management of one or more other offshore managed funds (the "Managed Funds®),
may create conflicts of interest with the Fund with regard to such matters as allocation of
opportunities to participate in particular investments. Other accounts affiliated with the
Investment Advisor may hold positions opposite to positions maintained on behalf of the Fund.
The Fund will obtain no interest in any such outside investments or activities. Neither the
Articles of Association nor the Investment Advisory Agreement requires the Investment
Advisor, its officers or directors to devote all or any specified portion of their time to

" managing the Fund's affairs, but only to devote so much of their time to the Fund's affairs as -
they reasonably believe necessary in good faith. Neither the Articles of Association nor the
Investment Advisory Agreement prohibits the Investment Advisor or its affiliates from
engaging in any other existing or future business, and the Investment Advisor or its affiliates :
currently provide and anticipate continuing to provide investment management services to
other clients. In addition, the Investment Advisor, its officers or directors may invest for its
own accounts in various investment opportunities, including in investment partnerships. The
Investment Advisor may determine that an investment opportunity in a particular investment
partnership is appropriate for a particular account, or for itself, but not for the Fund.

The Investment Advisor will allocate overhead expenses among the Fund and
the Managed Funds on a daily basis as determined by the Investment Advisor. These other
activities will require a substantial amount of the Investment Advisor's time and effort.

Tax Risks

. Each prospective investor should obtain the advice of his own tax advisor
concerning the matters discussed in this Prospectus and the affect of an investment in the Fund
on his personal tax situation.
Regulatary Risks

The Fund is not registered as a broker-dealer under the federal securities laws
and neither the Investment Advisor nor the Fund is registered under United States federal or
state securities laws as an investment advisor or investment company. The Investment Advisor
intends to effect any required registrations with regulatory authorities; however, the
determination whether registration is required in certain cases involves issues which have not
been judicially or administratively passed upon and accordingly are not free from doubt. No
assurance can be given that the SEC, or, if the issves involved were litigated, a court, may not
take a different view on any question concerning registration. If administrative or litigation
proceedings are commenced, such proceedings could be time consuming and expensive, and
the costs thereof might have to be borne by the Fund. Furthermore, if it is determined that the
Investment Advisor or the Fund should have registered under the provisions of the securities
laws, mentioned above, adverse consequences to the Fund could result, possibly including civil
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or criminal sanctions, interruption of the business and redemption or the sale of some or all of
the Participating Shares.

Other Risks

The Investment Advisor earns a fee based on the increase in the Fund's net asset
value as-an investment advisory fee. Sec “Investment Advice," below. Performance-based
compensation is calculated on a basis which includes unrealized appreciation of the Fund's
assets, and may be greater than if such allocation was based solely on realized gains. Itis
possible that the investment advisory fee may be based, in part, on the unrealized appreciation-
of securities for which market quotations are not readily available. The value of such

- securities will be determined solely by the Investment Advisor. Any valuation of such
securifies will be based on the Investment Advisor's expertise and experience in valuing
‘similar securities and will-be reviewed by the Fund's independent auditors in preparing their
annual certified audit of the Fund. ’

The investment advisory fee will be calculated on a series by series basis. The
period of time for which particular fee calculations are made may differ from series to series. i
Thus, it is possible that an investment advisory fee may be eamned by the Investment Advisor :
with respect to a series of shares that would not have been eamned had the investment advisory
fee been calculated on an aggregate — and not series by series — basis.

The Fund has issued in the past, and may issue in the future, Participating
Shares for which the investment advisory fee is calculated on a basis different from the method
of calculating the investment advisory fee set forth herein.

PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE
PERFORMANCE. NO ASSURANCE CAN BE MADE THAT PROFITS WILL BE
ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED.

INVESTMENT ADVICE

The Fund's assets are invested by Ariel Management Corporation (the
“Investment Advisor"), a Delaware corporation, pursuant to the terms of an investment
advisory agreement between the Investment Advisor and the Fund (the “Investment Advisory
Agreement®). All of the outstanding capital stock of the Investment Advisor is owned by J.
Ezra Merkin. The Investment Advisory Agreement can be assigned to any entity controlled by
J. Ezra Merkin. :

J. Ezra Merkin has owned and managed the Investment Advisor since January
1989. Mr. Merkin currently is the Managing and General Partner of Gabriel Capital, L.P.,
and was formerly the Managing and General Partner of Ariel Capital, L.P. from January 1,
1989 until December 31, 1991. Prior to that, Mr. Merkin served as a managing partner of
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Gotham Capital, L.P. from 1985 to 1988. Mr. Merkin was associated with Halcyon
Investments from 1982 to 1985 and with the law firm of Milbank, Tweed, Hadley & McCloy
from 1979 to 1982. Mr. Merkin was graduated from Columbia College magna cum laude and
is a member of Phi Beta Kappa. He is an honors graduate of Harvard Law School. Mr.
Merkin served on the faculty of The Benjamin N. Cardozo School of Law from 1981 to 1992.

Under the Investment Advisory Agreement, the Investment Advisor has full
discretionary authority to invest the assets of the Fund. The Fund pays the Investment Advisor
or its designee, on a series by seties basis, an investment advisory fee as of the last business
day of each fiscal year (in the case of Shares held on or redeemed as of the end of such year) .
of (i) 1% of the net asset value attributable to each such series of shares as of the first day of
the fiscal year, or the date issued for shares issued during any year, (adjusted pro rata for any
partial years) plus (if) 20% of the increase, if any, in the net asset value attributable to each
series of shares as of the last business day of the fiscal year from either the net asset value
attributable to each such series as of the first day of the fiscal year or, in the case of series of
such Participating Shares purchased during the fiscal year, the aggregate subscription price :
paid for such series. The Fund has issued in the past, and may issve in the future, different !
series of Participating Shares as to which the investment advisory fee is calculated on a
different basis. |

The Fund will indemnify the Investment Advisor for any losses due to action or :
inaction that the Investment Advisor reasonably believed to be in the best interests of the Fund, i
and the Investment Advisor will not be liable to the Fund for such action or inaction. The
Investment Advisor may take market positions for the account of other funds or for its own
account which are different from or opposite to the Funds's.

In planning the Fund's investment strategy and making trading decisions, the
Investment Advisor, at its sole discretion, may consult with other professionals active in the
markets, including independent money managers and investment advisors to Other Investment
Entities with whom, or in which, the Fund's assets are invested. '

ADMINISTRATION

The Fund is administered pursuant to the terms of an Administration Agreement
by MeesPierson, (Cayman) Ltd. (the "Administrator”), a Cayman Islands company duly
licensed as a Class "A” Unrestricted Bank and Trust Company pursuant to the provisions of

- the Banks and Trust companies Regulation Law (Revised). The Fund pays the Administrator
an annual fee, subject to negotiated adjustments.

The Administrator maintains the principal office of the Fund in George Town,
Grand Cayman, Cayman Islands. All administrative functions of the Fund (other than
investment of the Fund's assets by the Investment Advisor pursuant to the Investment Advisory
Agreement) are conducted from the Fund's offices in the Cayman Islands.
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CONFIDENTIAL

DIRELCTORS

The sole director of the Fund is MeesPierson Management (Cayman) Limited,
an affiliate of the Administrator of the Fund based in the Cayman Islands. The Fund's
director sits on the Board of Directors of more than 50 companies.

PRINCTPAL BROKFR

The Investment Advisor selects brokers to affect transactions for the Fund
which receive commissions in connection with the brokerage services, including clearing and -
settling functions, provided to the Fund. Such brokers will not perform managerial or policy-
making functions for the Fund. Clearing and settling services normally include, among other
matters, arranging for (i) the receipt and delivery of securities purchased, sold, borrowed and
loaned, (ii) the making and receiving of payments therefor, (iii) custody of securities fully paid
for or not fully paid for and, therefor, compliance with margin and maintepance requirements,
(iv) custody of all cash, dividends and exchanges, distributions and rights accruing to the
Fund's account, and (v) tendering securities in connection with cash tender offers, exchange
offers, mergers or other corporate reorganizations.

ACCOIINTANTS
The Fund's accountants are BDO Binder.
YOTING SHARES

The Fund issued 100 founders shares, with a par valve of $1.00 per share, to
Ariel Management Corporation, the Investmeat Advisor, shortly after the Fund's
incorporation. The founder's shares are the only shares issued by the Fund that carry voting
rights. Holders of founder's shares are not entifled to participate in the appreciation of the
Funds assets but are entitled to a return of par value upon dissolution.

THE PARTICIPATING SHARES

The Fund will issue up to 500,000 Participating Shares in series, with a par
value of $.01 per share, at an offering price of $1,000 per share in minimum denominations of
$500,000 and in infegral multiples of $1,000 thereafter, to qualified purchasers (See "Qualified
Purchasers”). Participating Shares will be issued in registered form, will be fully paid whea
issued, are non-voting and will have no preemptive, conversion or exchange rights.

It is anticipated that no dividends will be paid on the Participating Shares. The
Fund will retain and reinvest the net income derived from its investments.
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The Participating Shares.will be offered in series. Shares will be issued to
separaté subscribers in separate series. Shares issued to the same subscriber but on different
days will also be issued in separate series. Upon the issuance of a series of Participating
Shares, an account for such series will be created to which shall be credited initially the
subscription proceeds of such series and thereafter the pro-rated part of the profits and gains
(realized and uvnrealized) of the Fund and from which shall be debited pro-rated losses,
expenses and Habilities of the Fund, including the accrued and unpaid fees owed to the
Investment Advisor, and dividends and proceeds of redemption in respect of shares of that
series when paid.

The Fund myconsolidahediffetmtsaiesofsharés into one (or more) seriesof
shares based on the net asset value of each such series being consolidated at the time of
consolidation.

Redemption and Transfer

Participating Shares are transferable, subject to the approval of the Directors, _
and are similarly redeemable, at the request of the holder thereof, as of the last Business Day ;
(as defined in the Articles) of each quarter during the Fund's fiscal year, which shall be the i

calendar year (each, a *Redemption Date”). However, in no event may Participating Shares
be transferred to a person who is not a Qualified Purchaser, as defined below.

A holder of Participating Shares may redeem his shares, in whole or in part,
subject to certain rights of the Fund to delay or limit the right to redéem, by written notice to
the Directors or the Administrator given 30 days prior to a2 Redemption Date. Partial
redemptions are permitted so long as a redeeming shareholder, after such redemption, :
continues to own at least $500,000 of Participating Shares of one or more series. The ;
redemption price of Participating Shares will be based on the per share net asset value of the i
Fund attributable to the series of Shares of which the redeemed Shares are a part as of the i
relevant Redemption Date. Net asset value as of a given date is the aggregate value of the
Fund's assets over its liabilities as of such date.

All Participating Shares will be redeemed (i) on December 31, 2033, or the next
succeeding Business Day; (if) in the event of the termination of the Investment Advisory
Agreement unless a new agreement meeting the requiremeats of the Articles is in effect; (jii)
upon the incapacity or death of Mr. J. Ezra Merkin; (iv) following a determination by the
Directors that the Fund should be dissolved; and (v) upon the occurrence of any event causing
the dissolution of the Fund under Cayman Islands law, If in the opinion of the Directors of
the Fund the holding of Participating Shares by any given Shareholder is unlawful or
detrimental to the interests or well-being of the Fund, the Directors may, and if a Shareholder
no longer is a qualified purchaser (as described below) the Directors shall, require the
redemption of all Participating Shares held by such Shareholder.
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ANNIJAL REPORTS

Approximately 30 days after the end of each quarter, the Fund will provide each
holder of Participating Shares an unaudited financial statement for the quarter. In addition,
within 120 days of the last day of each fiscal year, the Fund will provide to each shareholder
an audited financial statement of the Fund for such fiscal year.

OPERATING RESUITS
Information concerning the operating results of the Fund is available on request.
QUALIFTED PURCHASERS

Participating Shares will be issued only to qualified purchasers. Prospective
shareholders will be required to complete a Subscription Application on which they will certify
that (i) (a) they are not U.S. persons and have not purchased the Participating Shares directly
or indirectly in the United States, or (b) if they are U.S. persons, they are "accredited
investors” within the meaning of Rule 501 under the Securities Act and are either (x) "benefit
plan investors” within the meaning of U.S. Department of Labor Regulations Section 2510.3-
101, 29 CRF Section 2510.3-101 (as amended from time to time) or (y) an organization
described in Section 501 (c) (3) of the Internal Revenue Code of 1986 as amended from time
to time and (1i) immediately afier the purchase they will own at least $500,000 worth of
Participating Shares. A person who meets all of the requirements set forth in the Subscription
Application attached hereto shall be a "Qualified Purchaser.”

TAXATION IN THE CAYMAN IST.ANDS
On the basis of the current legislation of the Cayman Islands, there are no |
income, profits, capital transfer, capital gains or other similar taxes that would be applicable to :

the profits or gains of the Fund, and shareholders of the Fund are not subject to any such taxes l
or any similar taxes in respect of their holdings of Participating Shares.
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TAXATION IN THE LINITED STATES

The following is a discussion of certain U.S. federal income tax considerations
for persons to whom such considerations are relevant in purchasing Participating Shares of the
Fund. ‘The discussion does not purport to deal with all aspects of federal taxation that may be
relevant to particular investors and is for general informational purposes only. The federal
income tax consequences that may be applicable to an investor may vary depending on an
investor’s particular situation. Prospective investors-are advised to consult their own tax
-advisors regarding the U.S. federal income tax considerations in acquiring, holding and
disposing of the Participating Shares, as well as any state, local or foreign tax coasiderations. .

U.S. Taxation of the Fund. The Fund expects to conduct its activities in such
a manner that, under current law, the Fund will not be engaged in a trade or business within !
the United States. Accordingly, and assuming the Fund is not engaged in a U.S. trade or i
business, the Fund will not be required to file U.S. federal income tax retumns and will not be !
subject to U.S. federal income or withholding tax in respect of any capital gains realized by it i
(except to the extent, if any, that such gains are attributable to investments in securities that
constitute U.S. real property interests). However, the Fund will be subject to a 30 percent
withholding tax in respect of any dividend income and, depending upon the circumstances,
possibly in respect of interest and in respect of payments to the Fund in connection with
securities Joans and similar payments.

U.S. Taxation of Foreign Shareholders. Dividends paid by the Fund, if any,
redemptions of Participating Shares by the Fund and sales of Participating Shares by a
shareholder generally will not be subject to U.S. income (or withholding) tax in the case of
any shareholder which is not a United States citizen or resident, or United States entity, unless
such dividends or the gains from such redemptions or sales are effectively connected with a
trade or business of the shareholder in the United States or (under certain circumstances) are
attributable to an office or other fixed place of business of such shareholder in the United
States.

The transfer of Participating Shares in the Fund, by way of gift by, oras a
result of the death of, an individual shareholder of the Fund who is not a U.S. citizen or
resident, will not be subject to U.S. gift or estate taxes.

U.S. Taxation of U.S. Shareholders. U.S. persons should be aware that the
Fund will constitute a foreign personal holding company (*FPHC"), as well as a "passive
foreign investment company” ("PFIC”) for U_S. federal income tax purposes. Accordingly,
any U.S. person holding Participating Shares (including Participating Shares held indirectly
through entities such as a partnership, trust, estate, controlled foreign corporation or foreign
personal holding company) could be subject to significant adverse tax consequences.
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U.S. Tax-Exempt Shareholders. The Fund believes that U.S. shareholders
exempt from taxation under Section 501(a) of the Internal Revenue Code of 1986, as amended
(the "Code") will not be subject to the unrelated business income tax under Section 511(a)(1)
of the Code by reason of their investment in the Fund, assuming that such shareholders have
not incurred indebtedness in order to acquire their Participating Shares.

Sll(a)(l)ofﬂxeCodepmwdsttataxonmeunrelaﬁedbusmess
taxable income ("UBTT") of a tax-exempt organization or trust. Section 512(a)(1) of the Code
provides that, subject to certain exceptions, UBTI includes any gross income derived from any
trade or business regularly carried on by the tax-exempt organization which is not substantially
related to the purpose or function which serves as the basis for the organization's tax
exemption, minus the allowable deductions which are directly connected with the carrying on
of any such trade or business. Section 512(b) of the. Code provides, among other things, that
interest, dividends and gains or losses from the sale, exchange or other disposition of property
(other than stock in trade or other property which would be treated as inventory or property
held primarily for sale to customers in the ordinary course of the trade or business) are not
treated as UBTI except to the extent provided for in Section 514 of the Code or, with respect
to interest, unless received from an organization which is “controlled” by the tax-exempt
organization. For this purpose, "control” means ownership of stock possessing at least 80 \
percent of the total combined voting power of all classes of stock entitled to vote and at least
80 percent of the total number of shares of all other classes of stock of the corporation.

Distributions or deemed distributions by the Fund {o the shareholders under the
rulesa.pphabletoFPHCsandPFICsmﬂlrapecttowhlchandecuontomcludeuwome
currently (a "QEF Election") is made described above are dividends or in the nature of
dividends. Moreover, proposed regulations applicable to PFICs provide that a tax-exempt
shareholder will not be subject to the special tax imposed by Section 1291 upon excess i
distributions received by shareholders of a PFIC unless a dividend from the PFIC would be i
subject to tax (Le., if it were considered to be debt-financed income). Thus, tax-exempt
shareholders would not be expected to make the QEF election. Any gain or loss realized by
the shareholders upon the disposition of shares of the Fund will be treated as gains or losses
- from the sale or exchange of property (other than stock in trade or other property which would
be treated as inventory). Therefore, the Fund believes that income and gain realized as the
result of an investment in Participating Shares of the Fund by a shareholder exempt from tax
under Section 501(a) of the Code will not be UBTI. This conclusion assumes that the tax-
exempt shareholder has not incurred indebtedness to acquire its Participating Shares.
Tax-exempt shareholders should note that there have been announcements by
members of the House of Representatives Ways and Means Committee, that they would like to
introduce legislation to alter the taxation of UBTI of tax-exempt organizations, generally.

Because the Fund is a foreign corporation and will not be controlled by U.S.
persons, any U.S. Shareholder who is an officer, director, or 10 percent or more shareholder
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or who acquires 5 percent or more in value of the outstanding stock must file Form 5471,
which is an information return with respect to a foreign corporation. The Fund will provide to
each U.S. Shareholder that is required to file Form 5471, information necessary to complete
Form 5471 prior to the time such U.S. Shareholder is required to file its own tax retumn.

The foregoing discussion of taxation is for informational purposes only and
investors are urged to consult with their own tax advisors respecting the tax consequences of
an investment in the Fund, including the tax tmmmtmderthe laws of any jurisdiction to

which they nught be subject.
ERI ONSIDERATIONS

In considering an investment of a portion of the assets of a pension or profit-
sharing plan or other "employee benefit plan® (as defined in Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended ("ERISA™) ) that is subject to Title I of
ERISA, and any investment finds or other collective investment vehicles that contain assets of
one or more of such plans (each an “ERISA Plan"), in an interest in the Fund, the fiduciary of the
ERISA Plan who is responsible for making such investment should carefully consider, taking into
account the facts and circumstances of the ERISA Plan, whether an investment in such interest is
consistent with the fiduciary responsibility requirements of ERISA, including, but not limited to,
whether: () such investment is consistent with the prudence and divetsification requirements of
ERISA taking into account, among other things, the ERISA Plan's need for sufficient liquidity to
pay benefits when due, given that there is not expected to be a market in which to sell or
otherwise dispose of interests in the Fund, (ii) the fiduciary has authority to make such investment
under the appropriate governing instrument and Title 1 of ERISA, (ii) such investment is made
solely in the interest of the participants in and beneficiaries of the ERISA Plan, (iv) the acquisition
or holding of such interests will result in a non-exempt, prohibited transaction under Section 406
of ERISA or Section 4975 of the Code, and (v) such investment does not violate ERISA's
prohibition or improper delegation of control over or responsibility for "plan assets.”

The trustee or other person who is investing assets of an individual retirement
account described in Section 408 of the Code that is not subject to Title I of ERISA, or any i
pension, profit-sharing, Keogh or other retirement plan that is not subject to Title I of ERISA but !
is qualified under Section 401(a) of the Code, and any investment funds or other collective
investment vehicles that contain assets of one or more of such plans (each an “Individual Plan*) in
an interest in the Partnership should carefully consider whether: (i) such investment is consistent
with the Individual Plan's needs for sufficient liquidity to pay benefits when due, given that there is
not expected to be a market to sell or dispose bf interests in the Partnership; (ii) such trustee or
other person has authority to make such investment under the appropriate governing instrument;
and (ifi) the acquisition or holding of such interest will result in 2 non-exempt prohibited
transaction under Section 4975 of the Code.
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Fiduciaries of ERISA Plans and trustees and other persons who are investing
assets of Individual Plans (each such plan or account is herein referred to as a "Plan") should also
carefully consider the definition of the term "plan assets” in Regulations Section 2510.3-10]
promuigated by the U.S. Department of Labor on November 13, 1986 (the "Plan Assets
Regulations”). The term “plan assets” is not defined in ERISA or the Code; however, the Plan
Assets Regulations describe what constitutes assets of a Plan with respect to a Plan's investment
in another entity for purposes of the fiduciary responsibility and prohibited transaction provisions
of ERISA and the prohibited transaction rules of Section 4975 of the Code. Generally, the Plan
Assets Regulations state that the term "plan assets® includes both the interest of a Plan in an
investment entity such as the Fund and an undivided interest in the assets of the investment entity,
unless it is established that equity participation in such investment entity by Benefit Plan Investors
(as such term is defined in the Plan Assets Regulations) is not significant.

The Plan Assets Regulations state that equity participation by Benefit Plan
Investors is significant on any date if, immediately after the most recent acquisition of any equity
interest in the eptity, twenty-five per cent or more of the value of any class of equity interests in
the entity (excluding the value of any such interest held by the managers of the entity) is held by
Benefit Plan Investors (the "25% threshold™). Although the director of the Fund and the
Investment Advisor intends to restrict the acquisition of interests in the Fund by Benefit Plan
Investors to not more than ten per cent of any class of the equity of the Fund, there can be no
assurance that equity participation by Benefit Plan Investors will always remain below the 25%
threshold.

If for any reason the assets of the Fund should be deemed to be "plan assets” of an
ERISA Plan which is an Investor: (i) the prudence, diversification, exclusive benefit and other
requirements of ERISA, which are generally applicable to investments by ERISA Plans and
impose liability on fiduciaries, would extend to investments made by the Fund; (ii) certain
transactions that the Fund might enter into, or may have entered into, in the ordinary course of its
business, might constitute “"prohibited transactions” under ERISA and might have to be rescinded,
(iii) the fiduciary of the ERISA Plan that determined to purchase interests may be liable under
ERISA for any losses to the ERISA Plan arising out of investments made by the Fund that do not
conform to the ERISA requirements, and (tv) the payment of certain of the fees payable to the
Investment Advisor, or fees, including performance-based fees, payable to Other Investment
Entities might be considered to be prohibited transactions under Section 406 of ERISA and
Section 4975 of the Code. Also, if for any reason the assets of the Fund should be deemed to be
assets of an Individual Plan that is an Investor, certain transactions that the Fund might eater into,
or may have entered into in the ordinary course of its business may constitute "prohibited )
transactions” under Section 4975 of the Code. i

“This summary is based on the provisions of ERISA and the Code (and the related
regulations and administrative and judicial interpretations) as of the date hereof. This summary

does not purport to be complete, and no assurance can be given that future legislation, court
deusons,adrmusﬂ’ahwmgulahom,mhngsoradrmnuhntwepmmanentswxﬂnm
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significantly modify the requirements summarized herein. Any such changes may be retroactive
and may thereby apply to transactions entered into prior to the date of their enactment or release.
Since the application of the relevant statutory provisions of ERISA and the Code is highly
dependent on the specific facts and circumstances relating to cach Plan, it is the responsibility of
the appropriate fiduciary of each Plan to determine that an investment in an interest in the Fund is
consistent with all of the applicable requirements of ERISA and Section 4975 of the Code (and
the regulations, rulings and administrative pronouncesments relating thereto) under the facts and
circumstances of the particular Plan. Any fiduciary of the Plan considering an investment in
an interest in the Fund should consult with its tax and legal advisors regarding these
matters prior to making such investment.
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The Fund:

Ariel Fund Limited

c/o MeesPierson (Cayman) Limited
Harbour Drive

Cay Side Gallery

1st Floor

Grand Cayman, Cayman Islands

‘The Administrator:

MeesPierson, (Cayman) Limited
Harbour Drive

Cay Side Gallery

1st Floor
Grand Cayman, Cayman Islands i
re: Ariel Fund Limited
Tel: (809) 949-7942

Telecopy: (809) 949-8340

The Investment Advisor:

Ariel Management Corporation
450 Park Avenue

32nd Floor

New York, NY 10022

Tel: (212) 838-7200 ;
Telecopy: (212) 838-9603
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Ariel Fund Limited

c/o MeesPierson, (Cayman) Limited
Harbour Drive

Cay Side Gallery

1st Floor

Grand Cayman, Cayman Islands

Dear Sirs:

We hereby subscribe for Redeemable Participating Preference Shares ;
(the *Participating Shares”) of Ariel Fund Limited (the "Fund®), on the terms of this
Subscription Application and Prospectus II of the Fund, dated February , 1996, receipt of
which we hereby acknowledge.

We hereby represent that we:

1) (a) are not a citizen or a resident of the United States of America
(including the States and the District of Columbia), ils possessions, its territories and other
areas subject to its jurisdiction (the "United States"), a partnership, corporation or other entity
created or organized in or under the laws of the United States, or an estate or trust the income
of which is subject to United States federal income taxation regardless of its source (a "U.S.
Person®), or (b) if we are a U.S. Person, we are purchasing the Participating Shares with
funds that constitute the assets of cither: (x) a "plan” as such term is defined in Section 4975
() () of the United States Internal Revenue Code, as amended from time to time, or assets of
an "employee benefit plan” (as such term is defined in Section 3(3) of ERISA) whether or not : '
subject to Title I of ERISA or assets that otherwise constitute "plan assets” within the meaning
of U.S. Department of Labor Regulations Section 2510.3-101, 29 CRF Section 2510.3-101, as
amended from time to time or (y) an organization described in Section 501(c) (3) of the
Internal Revenue Code of 1986 as amended from time to time.

2) will not purchase Participating Shares directly or indirectly in the
United States, provided, however, that we may so purchase Participating Shares if we are 2
U.S. Person and are either; (a) an organization described in Section 501 (¢) (3) of the Internal
Revenue Code of 1986 as amended from time to time, or (b) purchasing Participating Shares
with “plan assets. "

3) immediately after the purchase applied for hereby will own at
least $500,000 worth of Participating Shares.
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4) are not a person considered to be a resident of the Cayman
islands or-a citizen or a resident of any jurisdiction under whose laws this subscription or
receipt by us of the Prospectus would constitute an offense.

5) are fully informed as to (a) the legal requirements within our own
country for the purchase of the Participating Shares, (b) any foreign exchange restrictions
applicable to us, and (c) any relevant tax considerations imposed upon us by our country.

6) agree that the above are continuous representations, and that if
any of the above become untrue, wﬂlpromptly apply to the Fund for the redemption of all
Participating Shares owned by us.

D have had an opportunity to meet with and ask questions of .
representatives of the Pund and the Investment Advisor to the Fund. ’ . :

It is understood that the Fund may reject subscriptions, in whole or in
part, for any reason it deems to be sufficient in its sole discretion and need not assign any
reason therefore.

1t is understood that this application is irrevocable.

1t is further understood and agreed that the Fund may compulsonly
redeem the Participating Shares or any other Participating Shares acquired by 'us under certain
circumstances referred to in the Prospectus or the Articles of Association of the Fund,
including, without limitation, if the holding of Participating shares by us is in any way
unlawful or detrimental to the interests of the Fund.

We hereby waive the right to confidentiality conferred upon us by the
Confidential Relationships (Preservation) Law of the Cayman Islands.

We understand that changes may have occurred in the Fund subsequent

to the date of the Prospectus.

The following information has been completed by us and may be relied X
on by you for all purposes:

1. We bereby subscribe for Participating Shares at the

price of U.S.$1,000.00 per share. -

2. The full address to which any commummnons (including
Participating Share Certificates) should be sent is
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3. The name of the bank and account name and number to which
any proceeds of redemptions should be cabled or telexed is (if none specified, proceeds will be
forwarded by check to registered address): s

Account No. . '

This Subscription Application must be signed and must be accompanied
by evidence of payment and sent to ARIEL FUND LIMITED, c/o MeesPierson (Cayman)
Limited, Harbour Drive, Cay Side Gallery, 1st Fldor, Grand Cayman, Cayman Islands,

~ Payments for Participating Shares should be made to Chemical Bank, -

ABA No. 021-000128, New York, New York for account of MeesPierson (Cayman) Limited,
Grand Cayman, Cayman Islands, British West Indies, Account No. 544-7-07901, for the sub-
account of Ariel Fund Limited, No. 238131. |
1) For Individual Investors:

Name: Date

Joint Owner: Date

2) For Entities:

Name:

By:

Name:
Title:

By:

Name:
Title:

By execution of this Subscription Application, the person or persons
signing on behalf of the entity named above represent and warrant that they are duly
authorized to sign this Subscription Application and to purchase or redeem shares on behalf of
such entity.
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COFPY NO-:

PROSPECTUS
Relating to Shares
Par Value US. $.01 Per Share
of
ARIEL FUND LIMITED

October, 2001
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PROSPECTUS
ARIEL FUND LIMITED
500,000 Redecmablo Participating Preforence Shares
Issued in Serdes

Atiel Pund Limited {the *Pund") is offcring its Redeemable Participating
Preforence Shares (the "Pesticipating Shares”) to Qualifiod Purchasers (as defined hercin) at an
offering price of $1,000 per share in minimum denominations of $500,000, and integral
mulhplwofSl,DOOfothwesmmabovemthnount The Participating Shares will be offered
in series, Bach subsoiiber of Participating Shares will be issued a different series. Additional
subscriptions of Participating Shares by the same person will also be issped in 2 different series.

mnmdmmmatedmtheCaymanlslandsmdmsfomedforﬂnmose
ofcmymgonthcbush:msofan inyestment company: The Fond wil)

mmvewngmamdmghfﬁ&mh seamtmandmshmtxofoon;a@gsmoﬂu
umawwfnchmihewb}ectofaxmgamnon. The term “Reorganization®, a3 used i this
Prospectns, unlud«tendaoﬁ'usmuga&hqnldahon&mpﬂalunumbanhmw,apm—
offy, and other similar transactions. The secuorities and other instruments in which the Fund
primarily invests include common stock, preferred stock and other evidences of ownership
interests; bonds, trade creditor claims and other ovidences of indebizdness and put and call
options on securitics. Tho Fund will endeavor to purchase these securities at 2 discount to their
anticipated value upon consummation of the Reorganization. The Fund also may make ofher
types of investmenty, including the purchase of securities and other instruments which appear to
be undervalued and selling short secusities which appear to be overvalued and, subject to the
fnrﬂmpwomomofthuhnspedns,eommodnymm The Fovdalso miy.meke indirert
irpestiaents, inchudin v gm&mlfm&puvawinvesmmmmclosodmi
finds-and other pooled iivestmant vohicles which-engage in Similarinvestment strategies .
(collectively, *Othar Investment Entities™). In addition, from time to time, the Fund may acquire
assets or securities which Gabriel Capital Corparation (the "Investment Advisor”) believes lack a
readily ascertainable market value or otherwise lack sufficient liquidity, Certain of these
investments (not exceeding 25% of the Fund's assets, calculated at the time such Investments are
designated, and with such investments valued at cost or ofher value determined by the
Trvestment Advisor) may be designated special investments (each, a *Special Investment*) 2s the
Investment Advisor shall determine in his sols discretion. In addition, existing investments may
be designated Special Investments, Sce *The Participating Shares.”

The Articles of Association of the Fond (the "Articles™) generally prohibit i
acquisition of Participating Shares by nationals or residents of the United States and the Pund
does not solicit mvestments by nationals or residents of the United States. The Axticles provide,
however, that the Pund's Directors may detenmine, in their discretion, to allow nationals or
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residents of the United States which are exempt from United States federal income taxation to
acquire Participating Shares. See "Suitability.”

THE PARTICIPATING SHARES HAVE NOT BEEN REGISTERED UNDER
THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "ACT") AND
ACCORDINGLY ARB NOT BEING OFFERED AND MAY NOT BE SOLD IN THE UNITED
STATES OR ITS TERRITORIES OR POSSESSIONS OR TO NATIONALS OR RESIDENTS
THEREOF EXCEPT PURSUANT TO AN EXEMFTION TO THE REGISTRATION
REQUIREMENTS OF THE ACT. THE PARTICIPATING SHARES MAY NOT BE
OFFERED TO THE PUBLIC OF THE CAYMAN ISLANDS. THE PARTICIPATING
SHARES WILL NOT BE LISTED ON ANY EXCHANGE AND THE FURTHER SALE OR
DISTRIBUTION OF PARTICIPATING SHARES'WILL BE RESTRICTED. THERE IS NO
PUBLIC MARKET FOR THE PARTICIPATING SHARES ANDNONEISLIKELY TO -
DEVELOP.

THE PURCHASE OF PARTICIPATING SHARES IS SUTTABLE ONLY FOR:
OPHISTICATED INVESTORS WHO ARE NON-U.S. PERSONS OR PERMITTED U.S.
: S, WHO DO NOT REQUIRE IMMEDIATE LIQUIDITY FOR THEIR
INVESTMENTS, FOR WHOM AN INVESTMENT IN THE FUND DOES NOT
CONSTITUTE A COMPLETE INVESTMENT PROGRAM AND WHO FULLY
UNDERSTAND AND ARE WILLING TO ASSUME THE RISKS INVOLVED IN THE
FUND'S INVESTMENT PROGRAM. SUBSCRIBERS POR SHARES MUST REPRESENT
THAT THEY ARB ACQUIRING THE SHARES POR INVESTMENT., THE TRANSFER OF
SHARES I8 SUBJECT TO LIMITATIONS IMPOSED BY THE FUND'S ARTICLES.

NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO
MAKE ANY REPRESENTATIONS OTHER THAN AS PROVIDED IN THIS PROSPECTUS
IN CONNECTION WITH THE OFFER CONTAINED IN THIS PROSPECTUS, AND [F
GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED BY THE FUND. THIS PROSPECTUS
DOES NOT CONSTITUTE AN OFFER OR'SOLICITATION TO ANYONE IN ANY
JURISDICTION IN WHICH SUCH OFFER OR SQLICITATION IS NOT AUTHORIZED OR :
TO ANY PERSON TO WHOMIT IS UNLAWFUL TO MAKB SUCH OFFER OR ’ !
SOLICITATION, AND MAY BB USED ONLY IN CONNECTION WITH THE OFFERING :
OF PARTICIPATING SHARES AS CONTEMPLATED HEREIN. THIS PROSPECTUS
CONSTITUTES AN OFFER ONLY TO THE PERSON WHOSE NAME APPEARS ON THE
FIRST PAGE HEREOF.

NEITHER THE DELIVERY OF THIS PROSPECTUS NOR THE ISSUE OF
PARTICIPATING SHARES SHALL IMPLY THAT THERE HAS BEEN NO CHANGE IN
THE AFFAIRS OF THE FUND SINCE THE DATE OF THIS PROSPECTUS AND NO ;
OTHER REPRESENTATION CONCERNING THEM SHALL BE DEEMED TO HAVE :
BEEN MADB OR AUTHORIZED BY THE FUND OK OTHERWISE ON ITS BERALF. THB
INFORMATION CONTAINED HEREIN I8 ACCURATE ONLY AS OF THE DATE OF THIS
MEMORANDUM. THE INFORMATION IS SUBJEBCT TO CHANGE AT ANY TIMB.
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PRIOR TO THE ACQUISITION BY ANY PROSPECTIVE INVESTOR OF
ANY PARTICIPATING SHARE BEING OFFERED HEREBY, SUCH PROSPECTIVE
INVESTOR AND/OR HIS OR HER REPRESENTATIVES, IF ANY, WILL HAVE AN
OPPORTUNITY TO ASK QUESTIONS OR, AND RECEIVE ANSWERS FROM,
REPRESENTATIVES OF THE FUND AND THE FUND'S INVESTMENT ADVISOR
CONCERNING THE TERMS AND CONDITIONS OF THIS OFFERING AND TO OBTAIN
FROM THEM ANY ADDITIONAL INFORMATION NECESSARY TO VERIFY THE
ACCURACY OF INFORMATION CONTAINED IN THIS PROSPECTUS, TO THE EXTENT
THAT THEY POSSESS SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT
UNREASONABLE EFFORT OR EXPENSE. PROSPECTIVE INVESTORS ARE URGED TO
REQUEST ANY ADDITIONAL INFORMATION THEBY MAY CONSIDER NECESSARY IN
MAKING AN INFORMED INVESTMENT DECISION. A PROSPECTIVE INVESTOR.
SHOULD NOT SUBSCRIBE FOR PARTICIPATING SHARES OF THE FUND UNLESS
SATISFIED THAT THE INVESTOR HAS ASKED POR AND RECEIVED ALL
. INFORMATION THAT WOULD ENABLE HIM TO EVALUATE THE MERITS AND
RISKS OF THE PROPOSED INVESTMENT.

ANY REPRODUCTION OR DISTRIBUTION OF THIS PROSPECTUS, IN
WHOLE OR IN PART, OR THB DISCLOSURE OF ANY OF ITS CONTENTS, OTHER
THAN TO THEB PROSPECTIVB INVESTOR'S FINANCIAL, TAX OR LEGAL ADVISORS,
MAY VIOLATE APPLICABLE SECURITIES LAWS AND I8 PROHIBITED WITHOUT
THE EXPRESS PRIOR WRITTEN CONSENT OF THE FUND'S REGISTRAR. BY
ACCEPTING DELIVERY OF THIS PROSPECTUS, THE OFFEREE AGREES TO RETURN
IT AND ALL ACCOMPANYING DOCUMENTS PROMPTLY UPON REACHING A
DECISION NOT TO MAKE AN INVESTMENT IN THE FUND OR IN THE EVENT ITS
SUBSCRIPTION IS REJECTED.

PROSPECTIVE INVESTORS SHOULD RBAD THIS PROSPECTUS
CAREFULLY BEFORE MAKING ANY INVESTMENT DECISIONS REGARDING THE .
FUND. PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF i
THIS PROSPECTUS AS LEGAL, INVESTMENT, TAX OR OTHER ADVICE. PERSONS i
INTERESTED IN PURCHASING THE PARTICIPATING SHARES OFFERED HEREBY .
SHOULD INFORM THEMSELVES AS T0 THE TAX CONSEQUENCES, FOREIGN
BXCHANGE CONTROL REGULATIONS AND OTHER LEGAL REQUIREMENTS IN
THEIR OWN COUNTRIES WHICH MAY BE APPLICABLE TO THE PURCHASE,
HOLDING, EXCHANGE OR SALE OF SUCH SHARES.

EACH PROSPECTIVE INVESTOR MUST RELY UPON HIS OR HER OWN
REPRESENTATIVES, INCLUDING HIS OR HER OWN LEGAL ADVISORS, TAX
ADVISOR AND ACCOUNTANTS, AS TO LEGAL, ECONOMIC, TAX AND RELATED
ASPECTS OF THE INVESTMENT DESCRIBED HEREIN AND AS TO ITS SUITABILITY , :
FOR SUCH INVESTOR. ' :

The following 15 a briof desceiption of the Fund and of the Participating Shares.
The descriptions herein do not puzpart to be complets and are qualified in their entirety by
reference to the texms of the Arficles and the agreements described below which the Fund bas
entered into with respect to the sals of the Participating Shares. A copy of the Articles is

e -
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available epon request and will be provided to each prospective investor prior to the execution
by such investor of & subscription application. All expressions of dollars ($) in this Prospectus
relate to United States currency.

THE FUND

The Fund was incorporated in the Cayman Islands on December 28, 1988 smd is -
en exempted company under the Cayman lslands Companjes Law (2001 Sscond Revision). The
Fund commenced operations on Januery 1, 1989 mnd hss a fiscal year ending December 31, The
Articles of Association of the Fund (the "Articles™) provide for the Fumd to undertake business as
a corporate open-ended investmont fund.

Subsinntially alf of the assets of the Fund are derived from the allotment and issue
of Participating Shares and from borrowings secured by Fund sssets. Holders of Participating
Shares share substantially ell of the net appreciation in value of the Pand's assets; provided,
however, that a portion of tho Investment Advisor's (defined below) compensation is in the form
of a percentage of the anaual increase in the Fund's nst asset value, Participating Shares are
issued in series and are non-voting. Seo "Participating Shares,” below. All of the voting shares
of the Pund ars owned by Fortis Bank (Cayman) Limited, as trustee of Ariel Trust, 8 Cayman
Tslands purpose trust. Snchvohngsharasdomtentﬂoﬂntmsttoparhcxpatamtbenet
appreciation of the Fund.

INVESTMENT POLICY

Generally, the purpose of the Fund is o invest and trade in United States and
fmmgn,mmhtablemdmnqnaiemblqeqmymddeandopMm,smuaotha
evidences of ownership interest ar indebtedness, including receivership certificates, certificates
of benefici! interest, end promissory notes and payables to trade creditors of distressed
companies or companies in Chapter 11 bankruptcy proceedings, and in risk axtitrage,
commodities contracts, futures contracts, forward contracts and any other instruments which aro
traded in normal channels of frading for secnrities and commodities, The Fund also may make
indirect investments, incinding investments in mutual fimds, private iovestment parinerships,
closed-end funds and otber pooled investment vehicles which engage in similar investment
strategies (collectively, *Other Investment Entities™), ‘The Fud may on occasion itself inltiate or
actively participate in acquisition or restructuring transactions or in proxy contests. The Fund

. also may invest in the securities of corporations belisved to be fundamentally undervalued. The
Fund may invest in restricted securities.

When the Fund engages in indirect investments in Other Igvestment Entitics, fees,
inchndi perfwmaneo—bmedfea,maybopayablebanhpodedvdndabythemnd,m
addinonmtho&upuyablebﬂnlnvemw discussed below. In such cases, the
Investment Advisor will retain overall investment responsibility for the portfolio of the Pund

(although aot the investment decisions of any independent money managers managing Other
Investoent Entities), Such arrangements are subject to periodic review by the Investment
Advisor and are terminable at roasonsble intervals in the Investment Advisor's discretion. The
Pund may withdravw from ot invest in different investment partoerships and terminate or enter
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into new investment advisory agreements without prior notice te or with the conseat of the
sharcholders. See "Risk Factors — Independent Monesy Managers.”

As part of the Investment Advisor's strategics, from time to ime, the Fund may
acquire assets or securities which Gabriel Capital Corporation (the "Investment Advisor™)
helicves lack a readily ascertainable market value or otherwise jack sufficient liguidity. Certain
of these Investments (not exceeding 25% of the Pund’s assets, calculaled st the time such
investments are designated, and with such investmeants vatued at cost or other value detennined
by the Investment Advisor) may be degignated special investments (each, a “Special
Investment™) as the Investmeat Advisor shall determine in its sols discretion, In addition,
existing investments may be designated Special Investments. Ses *The Participating Shates.*

Investments in Securities and other Instruments of Companics Subject to Reorganizations

The Pand's business is concentrated io the purchase of securitics which are
subject to Reorganizations (25 defined on the cover page of this Prospectus) at a discount to the
ultimste expected value of the cash and/or securities to be received when the Reorganization is
consummated and the securities are redeemed as well es other speculative securities and
instruments. Substantial risks are involved in such Reorganizations and the results of the Fund's
operations may be expected to fhxctuate from pexiod to period, Sce™Risk Factors.”

The Fund has hired the [nvestment Advisor to implement the Fund's investment
policies and objectives. See *Investment Advisor.® The Investmest Advisor employs, to the
extent circumstances permit, a selective approach in evalmating potential investment sttuations,
generally concentrating on relatively fewer transactions it can follow more closely. The
Investment Advisor often employs strategics involving derivative securities like options, futnres
snd convertibles which may present more favorable risk-reward relationships. The Investment
Advisor uses hadging devices frequently and engages in short sales. Thete.can beng sssurancs -
ﬁamwdﬁnhmd&nunﬁndﬂm*mdmﬂmuhm&&hm&ﬂmhu:wﬂhr ?&

,,,,,

penniuedmmdemmmodimmdﬁ:mu,mduﬁngﬁu&wialfmnes,mmopman
commodities and futures, unless the Invostment Advisor registers 25 a commodity pool operator
under the Commodity Exchange Act or the Fund otirrwise would become able to so trade under
applicable law. mwwmmmmdbmmnlmﬁty
pool operator, but reserves the right to so register in the futwre. If the Investment Advisor

registers a3 a commodity pool operator or if the Pund otherwise becomes eligible 1o trade
commodities and futores, then the Fund shall be permoiited fo trade in commoditics and fotures. :
To the extent that the Fond tredes in commeditics and futures and rolated options, the Pund will :
incur additional risks. Because of the low margin deposits normally required n fotures trading,
the same risks a3 those rosulting from Jeverago described belony will be particularly present. In
addition, dus to merket and reguistory factors, commodities and firtures and related options may
be less liguid than other types of investments.
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Restrictions an Concentration of Investments and on Fund Indebtedness

The Investment Advisor will not pesmit more than the greater of 503 of the
Fund's capital and 25% of the Fund's 1otal assets (on 2 cost basis, giviog consideration to kedging
techniques utilized) to be invested in a single investment. Moreover, it will not permit more than
10% of the Fundd's capital to be placed at risk in a single investment. The Itrvestment Advisor
will have the discretion to determine how much is at risk for purposes of this test.

RISK FACTORS

PARTICIPATION BY INVESTORS IN THIS FUND SHOULD BE CONSIDERED A HIGH
RISK INVESTMENT. THB FOLLOWING SPECIAL CONSIDERATIONS AND RISKS
TOGETHER WITH OTHER MATTERS SET FORTH ELSEWHERE IN THIS
MEMORANDUM SBOULD BE CONSIDERED CAREFULLY, BUT ARE NOT INTENDED
TO BE AN EXHAUSTIVE LISTING OF ALL POTENTIAL RISKS ASSOCIATED WITH AN
INVESTMENT IN THE FUND.

Fund Risks

Success Dependent on Investment Advisor. The success of the Fund depends
primarily upon Gabriel Cepitsl Covporation, Investment Advisor to the Fund, Thedeathor -
incapacity of J. Bzra Merkin, who either awns or controls all of the outstanding shares of said
Investment Advisar, wonld resalt in the required redemption of all Participating Shares in issne
upon 2 date (a "Mandatory Redempiion Date™) et the redemption price upon such date as the
Pund's Board of Direotors may in their discretion determoins (as described in the Articles).

Lack of Management and Invegtment Control by Investors. Holders of
Participating Shares will take no part in the management, control or operation of the Pund.
Consequently, subscribers of Parficipating Shares must rely on the Investment Advisor with
respect to the mansgement end Investnent declsions of the Fimd. The Fund's Asticles give the
Fund broad suthority to expand the Fund’s activities within the areas described herein and therein
without the consent of the boldees of Participating Shares.

Limitations on Redemptions, Participating Shares may be redeemed quarterdy as
of the 1ast business day of each March, Juns, September and December, upon 30 days’ written
notice to ibe Foaxd, Distribution of cash in respect of alt or any part of a holder’s redeemed
Participating Shares need not be made until 90 days afier the last day of such quarter.
Participating Shares may also be redeemed st the discretion of the Directors of the Fund. The
redemption at the request of a holder of any sesies of Special Investment Shares (as defined
below) is not permitted, and a Bhareholder generally must hold Special Investment Shares until
the realizetion, Reconversion or Deemed Disposition (described below) of the Special
Investment represented by such Special Investment Shares.

Investnent Risks

The ptincipal activity of the Fond will be the lnvestment in secorities of
companies subject to Reorganization. Becanse of the inherently speculative natore of these
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activities, the results of the Fund's activities may be expected to fluctuate from period to period.
There can be no assurances that the Fund's investments will geoerate a profit.

‘The Nature of Transactions Involving Reorganizations. The Fund will purchase -
securities and other instruments at a discount to their expected value upon consommation of an
announced or anticipaied Reorganization. Such purchases may be made at prices vhich are only
slightly below such expected value but are substantially in excess of the market price of the
securitics or other instroments prior fo the announcement of the Reorganization. In eddition, if
the Fund determines that the offer price for e secwxity which is the subject of a tender offer ia
likely to be increasad, either by the original bidder or by another party, the Fond may porchase
securities above the offer price; such purchases are subject to a high degree of risk. As 2 result,
if the Reorganization is not consummated or is delayed, the vatue of such securifies or other
iostromrents may decline significantly and the Fund may sell thera at a loss. In addition, if the
xultimate value of the cash and/or securities distributed upon consummation of the Reorganization
is less than expected, the Fund may realize a loss, The potentiat for loss may be increased by the
Fund's use of borrowings to purchase securities or other instruments. (See "Leverage.”

Nopmpmedkmxgmmumumnbbooomummmd. There ao scveral
factors which may resuit in the termination of & Reorganization. These include opposition by the
management or shercholders of the compeny or compenies involved in the Reorganization;
-opposition by regulatoty agencies whose spproval may be required; litigation; & material adverse

change In the business of the company or companies involved in the Rearganization or the
securities markets generally; passags of legislation by governmental entities xestricting ceztain
types of Reorganizations; znd other circumstances, including, but not limited (o, the failure to
meet certain conditions customarily specified in acquisition agreements. Thess factors may also
cause significant delnys, during which the Fund’s capital will be committed and interest charges
on any funds borrowed to finance the Pand's investments may be jncurred.

The Fund may also make cextain speculative purchases and sales of securities.
Such purchases and sales may inchude sccurities which the Investment Advisor believes to be
undervalued or overvalued, as the caso may be, or where other companies in the ssme or a
related industry have been the subject of Reorganizations. Ifthe Pund purchases securities In
anticipetion of a Reorganization, and a Reorganization doeg not in fact oceur, the Fund may seil
the securities at a material loss. Further, when securities are purchased in anticipation of &
Reorgzduﬂomambmalpemdoﬂhumaydapmbdmﬂnmmofme
seourities and the Reorgnnizetion, During this period, a portion of the Fund's capital would be
cotnmitted to the securities purchased, and the Fund may finance sach purchases with borrowed
funds on which it will have to pay infcrest,

ThornvcsﬁnaxtAdvisorwmaﬂmxxbmﬁskhddmnhingmémmand
extent of the investment the Pund will make in specific scourities. However, iany risks eannot
be quantified.

Non-marketeble Obligations, Non-marketable obligations include bank loans, :
promissory notes end other cvidences of indebtedness, as well as payebles fo trade creditors of :
dxsumedwmpamamdwmpmhsm&qtullbanhupwyptwwdbgs Thess securitiey ;
mmmmmwmmmmmmwﬁ
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emexges from Chapter 11. There can be no ssyurance that a reorganization plan favorable to the
class of securities held by the Fund will be adopted or that the subject company might not
eventuatly be liquidated rather then reorganized. These obligations may be highly specalative
snd may have 1o be beld for an extended pedod of fime. The nitimate value reafized upon
redemption of such obligations depends npon the recapitalization or reorpanization plan adopted
in Chapter 11. There can be no assurance that the cash and/or securities, if any, ultimately
received in redemption of the obligations will equal the Fund's cost. In a Chapter 11 proceeding,
there can be considerable delay in reaching accord on a restructuring plan acceptable to a
bankrupt compeny's lenders, boadbolders and other creditors and then getting that plan gpproved
by the bankruptoy court, and during this period a portion of the Fund's capital would be invested
in the non-markefnble cbligations purchased, and the Fund may finanos such purchases with
borrowed funds on which it will have to pay inferest. Furthermore, there is & risk that the
Chapter 11 reorganization will be unsuccessful and that the obligations will become worthless,

Proxy Contests, The Fund may Invest in securities of a company which is tha
subject of a proxy contest in the expectation that new managernant will be sble to improve the
compeny's performance or effect a sale or liquidation of itz asscts 50 that the price of the subject

securities will increase to a prico aboye that peid for the seourities by the Fond. ¥ the
incumbent management of the subject campary is not defeated or if new mamagement is unable
to improve the company’s pexformance or sell or liquidate the company, the market price of the
socurities of the subject company will typically £21i to a price below that paid for the securities
by the Fund, causing the Fund to suffer a loss. In addition, even upon the successful completion
of & proxy contest, tho mearket price of the securities of the subject company mdy not rise to a
price above that paid for the securities by the Fund,

Options Transactions. The Fund may engage from time to time in various types
of options transactions, including hedging and arbitrage in options on sccurities. This activity is
designed to recoce the risks attendant in shornt-selling end in taking long positions in certain
transactions and may involve stoak options on » registered option exchange and offsetting
trensactions in the underlying stock, or offsetting transactions in one or more options for stock.
The Fund 2lso may take positions in options an stock of companies which may, in the judgment
of the Investment Advisor, be potential sequisition candidates in merper, exchange offer or cash
tender offer transactions. If the potential scquisition candidate does not become the subject of a
metger, exchange offer or cash tender offer, the Fund may suffer a loss.

Whea the Fund purchases an option, it nmst pay the price of the option and
transaction charges to the broker effecting tho transaction. If the option is exercised by the Fund,
the fota] cost of excrcising the option may be more than the brokerage costs which would have
bean paysble bad the underlying secnrity been purchased direstly. If the option expires, the
Fund will lose the cost of the option. The ability to trade in or exercise options may be restricted
in the event that trading in the underlying issuo becomes restricted, Options trading may also be
iliquid with respect to contracts with extended expirations.

1n certain transactions the Fund may not be "hedged® against market fluctuations
or, in liquidation sitwations, the hedge may not accurately valos the asscts of the compeny belng
liquidsted. This com result in losses, even if the proposed transaction is consummated.
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Commodities. The Investment Advisor may decide to register as a commuodity
pool operator under the Comumodity Exchange Act and seek certain exemptive letters therennder,
so as to eanble the Fund to trade in commodities and fimancial futores and refated options.
Because of the very low margin, deposits nommally required in futures trading, the risks resulting
from leverage described belaw are particularly present in such trading. In addition, due to
market and regulatory factors, futnres may be less liquid then other types of investments.

Participstion in Unfriendly Transactions. The Fund may seek o initiate
acquisition or restructuring transactions or proxy Gghts agninst the wishea of the subject
company's mansgement, or may actively participate in trensactions of this sort initiated by
others. Such transactions typlcally become embroiled in litigation, and participants therein may
be found to have violsted any of the many inws and regulations spplicable thereto. This could
impose substantial cost and expense (including Kfigation expense) on the Pund, and sabjeot it to
various lepal remedies such s injunctions against future participation in these transactions,
disgorgement of gains, Joss of voting rights or forced disposition of the investment. Participation
in such transactions may also require the Fund to maks significant disclosure concerning its
operations,

Factors Affacting havestments. There sre a nuinber of factors which may
edversely affact the ebility of the Fund to pursue its investment strategy. There is a limited
availebility of debt financing for takeovers of highly leveraged companics resulfing ina
declining volume of takeover activity. Mexgers of s certein size require approval of the Federal
Trade Commission (the "FTC") or other government agensies of potential antitrost implications,
It i3 possible at any time for the FTC or other governmental agency to morc vigorously enforee
the antitrust laves affecting mergers. In addition, there are state lavrs aimed at curbing tekeovers
and conrts have given management groater authosity to employ defensive measures in the face of
hestile takeover attempts where management believes doing so is in the long-term inforests of the
compeny. Many companies generally have sdopied vations measures aimed at making takeovers
more Gfficult and expensive. Similacly, changing economic conditions, accounting standards
and tax and securities laws (awmong cther factors) may impair the profitability of the types of
transactions in which the Pund intands to invest, adversely affecting its operations.

Short Selling. Where the Fund determines that it is probable that e transaction
will pot be consummated, the Praxl may sell the securities of the target company short, at prices
below the announced price for the securities fu'the transaction. If the transaction (or ancther
trapsaction, such as a "defensive” merger or 2 fijendly lender offer) is consummated, the Fund
may be forced to cover the short position in the maret at » higher price than the short sele price,
with a resulting loss, There is no limit to the foss which the Fond could incur in covexing a shert
sale.

Market Risk and Lack of Diversification. Substantin} risks are involved in the
acquisition or disposition of secutities. Securities and their issuess are affected by, among other
interpational political rid economic developments. The concentration of assets in particular
types of investments contd subject the assets of the Furd to increased volatility. The Fund's
investment plan docs not constitnte & balanced investment plan. The securities in which the
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Fund may fnvest may be regarded as of high risk. Such securities are subject to a mumber of risk
factors, including rarket volatility, creditworthiness of the issuer, liquidity of the secondary
trading market, and aveilability of market quotations.

Levemge. ‘The Board of Direotors of the Fund has suthorized the Investment
Advisor to borrow capitel on the Fund's behalf in order 1o be able to make additional
investments. Consequently, fluctuations in the value of the Fund's portfolio will have a
significant effiect in relation to the Pand's capital. The risk of loss and the possibility of gain is
therefore increased. The amount of botrowings which the Fund may have outstanding at eny
time may be large in relation to its capital. As a result, the purchaso or sale of a leveraged
secnzity or derivative instrament may result in losses in excess of the amount invested. ln
addition, thoe lovel of interest rates generally, and the rates at which the Fund can borrow in
particalar, will be an cxpense of the Fund and thersfore will affect the opermating results of the
Fund. Thesc expenses may be substantial. -

Derivatives. The Fund may invest in derivatives that are bighly volatile and
speculative, Derivalive scoutities may be intemally loveraged such that each percentage change
in interest rates will bave a multiple effect on the dexivativo secarity. Certain positions therefore
may be subject to wide and sadden fluctnations in market value, with a resulting fluctuation in
the amount of profit end Josyes, Certain transactions in derivatives may expase the Fund to
potential losses that exceed the amount originally invested by the Fund. apreements
are structared so that the Fund sells secanitics to another party, usually a bavk or other secusities
firm, 2nd agreay to repurchese them at an agreed-upon price and date. A repurchase agreement is
theeqmvalmtofbotrowmgmomymdpledgmgmnuuwﬂm

Competition. The securities industry generally, end the business of investing in
Reorganization related securitics or instruments in particular, is extremely competitive, and is
expected to remain so in the foresceable future. As axesult, the Fund may undesporform funds
with similar investment sirategies, or the market in general,

Eccoomic and Regulatory Clinate. Changngmarketmdecommmcondiﬁm
and other factors such as changes in federsl or state tax faws, federal or stato securities laws or
accounting standards and federal or state bankruptcy faws, may make Reorganizations less
desirable or may make fho business of the Fund less profitable or mprofitable. In addition,
changes in interest rates, inflation rates, indnstry conditions, competition, trade relationships,
technolopical developments and inmunerzble other factors can substantially end adversely affect
‘the business prospects of tho Fund. Similarly, rulamaking, adjndicatory or other activities of the
Secwrifies and Bxchange Commission (the "SEC*), the National Association of Securities
" Dealers, Inc. (the "NASD"), national securitics exchanges or relovant state agencies may maks
the Fund's activities Jess feasibie and/or less profitable or mprofitable.

Liguidity of Investments, The Fund may invest in untegistered securitics of
publicly held companies, securities of privately held companies and other illiquid securities.
Such investments may be difficuflt to valus. They may, by their nature, entail a prolonged
investment horizon from the initial investment date to final disposition. It may not be possible to
sell such securities on short notice and, if possible, such sales may require substantial discounts.
Certain of these investments may be designated Special Investments (as defined herein). The

e LT i U,
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Fand may hold up to 25% of itz assefs in Special Investments (caleulated at the ime such
investments ere designated, and with such investments valped at cost or other valve determined
by the Investment Advisor), which a shareholder will not be entitled to redeen.

Lending of Porifolio Securities. The Fund and the Other Investment Endities in
which the Fund invests may from time to time lend securities from their portfolio to brokers,
dealers and finencinl institations such as benks and trost companies. Ths borrower may fail to
return the securities involved in such transactions, particnlady if such bogrower is in finsucial
distress or fails, in which event the Fund may incor a Joss,

Portfolio Tumover. The Fund's portfolio tumover rate may be high. Typically,
hxghportfoho hurnover results in correspondingly high transaction costs, inclhuding brokerage
commission expenses.

Debt Instruments. The Fond may invest in debt indroments, Snch securities are
subjeet to the risk that the issuer will be unable to pay the interest or principal when due and the
risk that the vahue of the instriment will go down in response ta a dse in inferest rates.

Overall Investment Risk. All secutitics investmeats dsk the loss of eapital. The
nature of the secnrities to be purchased and traded by the Fund and the investment techniques
and strabegics to be employed by the Javestment Advisor may incroase such xisk. Mareover, the
identification of investment opportunities is a difficult task, and there can be no assurance that
sach opportunities will be successfully recognized. There can be no assurance that the Fund will
not incur Josses. Retomns generated from the Fond's investments may not adequetely compensate
investors for the business and financial risks assubed. An investor should be avware that it may
lose all or a substantial part of its investmest in the Fund. Many unforesesable events, incloding
nctions by various government agencics and domestic and intetnational economic and political
dovelopments, may canse sharp market fluctuntions that could adversely affect the Fund's
portfolio and performance.

Buainess Riska

Investment Shares and Parti Slmuarellhmﬂdandl.wk
Transferability, Bmeofmehmmnmonmwmmmeﬁathm&z
Shares aro not tradeable; an investnent in the Puind I 2 relativélj alliqaid snvastment and:
mynlygs,phgbxbgmont‘nsk. +A subscription for Participating Shares should be considered only
by investors financially able to maintalo their investment and who can afford to lose all or e
Mﬂpartofmchmvmlmuﬂ.?mmmuemmtmw,mdﬂmmnaﬁkﬂym
dovelop, any market for the resale of the Participating Shares. Other than pursiant to a )
rederption es desoribed berein, none of the Fund, the Investment Advisor, or any of itg affiliates :
bes agreed to purchese or otherwise aoquire any Participating Shares from subscribess or assume i
the responsibility for locating prospective purchasers of such Participating Shares. Bven ifa
purchaser of 2 subscriber’s Participating Shares were available, the Participating Shares may be !
" transfermed only with the consent of the Board of Directors. In no event will o transfer bo
pexmitted anless it is to e Qualified Purchmaser and othexwise complics with applicable seourities
laws. Spevial Investment Shares may not be tremsferred or redeemed at the request of the holder,
A sharcholder geaerally must hold Special Investment Shares until the realization, Reconversion

e aemes s e aane
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or Deemed Disposition (described below) of the Special Investment represented by such Special
Investment Shares.

Required Redemptions. The Participating Shares of any shareholder may be
redeemed with or without camee by the Board of Directors of the Fund and snch shareholder may
be required to withdraw from the Fund, e of the last day of any calendar month, if the Board of
Directors détermines that such texmination and withdrawnl are in the best interests of the Fund.
The Board of Directors shall give 30 days' notice of any such determination to such shareholder,

of Fees. The Fupd may invest in Other Investment Entities. To the
mmeFmdmmmmomwmwdmmbmbje&w
management fees and expenses at both the leve] of tha Fund and the level of the undeslying --
Other Investment Entities.

Independent Money Managers. The Investment Advisor may delegate investment
discretion for all or a portion of the assets of the Fund to money managers, other than the .
Investment Advisor, or make Investments with Ofher Investment Entities. Consequently, the
suceess of the Fund may also be dependesnt upon other money managers or investment advisors
to Othar Investinent Enfitics. Although the Investment Advisor will exercise reasonable care in
selecting such independent monsy managers or Other Investment Entitics and will monitor the
resulis of those money managers and Other Investment Entities, the Investment Advisor may not
have custody over the funds invested with the other saoney managers or with Other Investment
Eatities. Hence, the actions or inections on the part of other money mamgers or the investment
advisors to Other Investment Entities may affoct the profitability of the Pand. The risk of loss of
the funds invested with other money managers or with Other Investment Entitics may not bo
fusured by any insurance compazny, bonding company, govemmentnl agency, or other entity and
the Investment Advisor is not liable for any such loss. Independent money managers and
menagers of Other fnvestment Batities selocted by the Investment Advisor may receive
compensation based on the performance of their investments. Perfatmance-based compensation
ueually is calculated on 8 basis which incledes wealized appreciation of the Pand's assets, and
may be greater then if sech compensation were based solely on reafized gains, Purther, a
particuler independent meney manager or manager of an Other Investment Entity may receive
Wmmpmnﬁmhmpeﬁofﬁspwﬂ'nhofoupeﬁodmﬂm@ﬂ:ewswuﬂl
portfollodepmmdd\mngsuchpmod. The independent money managers and Other
mmmmmuymdmdmﬂydmmmﬂmnmhdd
economyically offsetting positions,

Exculpation of the Jnvestment Advisar from Lisbility. ThehmmAdvisory
wmmnmmmmumumwmuww
by the Fund against, any act oz oxission unjess such act or omission constitutes gross
negligence, frand or willfal misconduct. As a result, investars in the Pund may be entitled to a !
mors limited right of action agrinst the Investment Advisor than they would otherwise have had .
absent such a limitation in the Investment Advisory Agresment described hereln. (See
"Investment Advisor,” below.)

3 meﬂpauonofth_g_ﬂs&armuabiﬂg The share registration agreement (the
ShareR.eglsuadon Agrecment™) between the Fund and Fortis Fund Services (Cayman) Limited

I b o v mrtm a5 e
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(tbe "Registrar") provides that the Regisirar will not be liable for, end will be indemnified by the
TPund agninst, any loss or damage unless such Joss or damage is sustained or suffered by reason
of the gross negligence, bad faith or willfol defisult of (he Registrar. As a result, investors in the
Fuond may be entitled to a more limited right of action egainst the Registrar than they would
otherwise have had abseat such a limitation in the Registration Agreement described herein.
(See "Share Registration,” below.)

Conflicts of 1nterest. The Investment Advisor bas broad powers to conduct
investment end motey menagement activities outside the Pund. These activities, which will
include management of one or more damestic investment partnerships and one or more other
offshore managed funds (the "Managed Fands™), may create conflicts of interest with the Fynd
with regard to such matters as allocation of opportunitics fo participate in particplar investments.
Other accounts affiliated with the Investment Advisor may bold positions opposile to positions
maintained on behalf of the Fund. The Fund will obtain no inferest in amy such outside
investments or activitics. Neitber the Axticles nor the Amended and Restated Investment
Advisory Agreement requires the Investment Advisor, its officers or ditectors to devote all or
anty spesified portion of their time to managing the Pund's affnirs, but only to devote so much of
their time to the Fund's affairs as they reasonably believe necessary in good faith. Nedther the
Articles nor the Investment Advisory Agreement prohibits the Investment Advisororits -
affilizles from eogaging in any other. existing or future business, and the Investment Advisor or
its affiliates cutrently provide and anticipats continning to provids investment muanagement
servicos to other clients. In addition, the lnvestiment Advisor, its officers ar directors may invest
for their own accounts in various investment oppertunities, including in investment partnerships,
The Invesmen! Advisoc may detenmine that an investment opportunity io a particular investment
partnesship is appropriate for a particular account, or for itself, but not for the Fund.

The Investment Advisor will allocste overhead expenises among’the-l-\mdandtbe
Managed Funds on a fiir basis as detezmined by the Investment Advisur. These other activities
will require & substantial amount of the Investment Advisor's time and effort.

Tax Risks

. Each prospective investor should obtain the advice of his own tax advisor
momgtbmﬁmdmdmﬁs?w@msmdﬁeeﬁwofmmmmmm
on his personal tax situation.

Reguiatory Risks

MPmdumtmpmued-ahcanumdmmefedmlnmﬁkamd
m&nthMmhmemvm&mszm
mhwnmmmmwww compeny. . Therefore, the Fumd will not be

,=Whmmmwmmmwmmmmwm
among other limitations, restrictions on transactions between a fimd, its invastment advisor or its
affiliates, the uss of leveragn and Bmitations ofi borrowings., Inaddh:on.privntupghuofwﬁon . !
against the Fund arising under such securifies laws may not bo available 10 Investors i the Pund. =~
The Investment Advisor intends to effect any required registrations with regulatory suthorifies;
however, the determaination whether registmtion Is required in cextain cases involves issues
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which have oot been judicially or administratively passed upon and sccordingly are not free from
doubt. No assurance can be given that the SEC, ar, if the issaes involved were litigated, a conrt,
maymtmkeadiﬂ'umtvlewonanyquesﬁonwnemﬁngregimﬁon. If administrative or
Iitigation proceedings are commenced, sach proceedings could be time~consuming and
expensive, and the costs thersof might have to bs bome by the Fund. Purthermore, If it is

determined that the Investment Advisor or the Fund shouid have registered under the provisions

. of the securities laws mentioned above, adverse consequences to the Fund could result, possibly
intfudimg civil or criminai sanctions, interruption of the business and redemption or the sale of
some or ll of the Participating Shares.

Cross Liability of Investment Accounts

_ All abilities, irrespeetive of whatcver series they are attributable to, shell in the
event of & winding up of the Fund or a redemption of all of the Participating Shares of a series),
unless otherwise agreed upon with the creditom, be binding on ths Pund as a whole sad
accordingly liebilities of ons serles may impact on and be paid out of one or more other series.

Other Risks

The Investment Advisor eams a fee based on the increase in the Fond's net asset
value a3 an invesiment advizory fes, Ses "Investment Advisor,” below. Performance-bascd
compensation is calenlated on a basis which inclodes unrealized appreciation of the Fund's
asscts, and may be greater than if such allocation was based solely on realized gains. It is
possible that the Investment Advisory Fee (defined below) may be based, in part, oa the
unrealized apprecistion of securities (fncluding securities of Other Investment Bntitles in which
the Fand may have invested) for which market quotations ars not readily available. The vatue of
such securities will be determined solely by the Investment Advisor. Any valaation of such
securities will bo based on the Investment Advisor's expertise and experienoe in valuing stmilar
securitics and wilk be reviswed by the Pund's independent auditors in preparing their annoal
cextified audit of the Fund.

mmmadvmfeemﬂbmlmbwdmasmby-wﬁubas& The
pesiod of time for which particular fes calculations are made may differ from series to sades.
Thns, it is possible that an investment edvisory feo may be camed by the Investment Advisor
mmeabnmdsmwmﬂmtmmmmmcmm
fee been calcnlated on an aggregate — and not sexies-by-serics — basiz.

The Fund bas issoed in the past, and may issue in the fatore, Participating Shares
for which the investment advisory fes is calculated on a basis different from the method of
calcnlating the Ivestment advisory fes set forth herein.

PAST RESULTS MAY NOT BB INDICATIVE OF FUTURR
PERFORMANCE, NO ASSURANCE CAN BE MADE THAT PROFITS WILL BB
ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED.
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INVESTMENT ADVISOR

The Fund's assets are invested by Gabsiel Capital Cotporation {the "lavestment -
Addviser), a Delawars corporation, pursuant to the terms of a investment advisory agreement
between the Investment Advisor and the Fued (the "Amended and Restated Investment Advisory

Al of the outstanding capital stock of the Investment Advisor is owned or
cosfrolied by J. Bzra Merkin. ThelnvasunmtAdviswyAgreunmmybemgnedmmy
entity controlled by J. Ezra Metkin.

J. Ezra Metkin has owned and mumaged the Investment Advisor since Janmary
1989. M, Merkin currently is the Munaging and General Partner of Gabriel Capital, L.P. and
Ascot Partners, L.P., and was formerly the Managing end General Partner of Ariel Capital, LP.
fiom January 1, 1989 vntil December 31, 1991. Prior to that, Mr. Merkin served as a managing
pariner of Gotham Capital, LP., an investment pertnership, from 1985 o 1988. Mr, Mezkin was
associated with Halcyon fnvestments from 1982 1o 1985 and with the law firm of Milbenk,
Tweed, Hadley & McCloy from 1979 to 1982, Mr. Merkin was graduated from Columbia
College magna cum lnude and is a member of Phi Beta Kappa, He is an honors graduate of
Harverd Law School. Mr. Merkin curently serves as chairman of the investment committee of
two private endowment funds.

. UnderthcAmdedandRemdenmnnanAdmoryAgmmnt.the
Wmhﬂldmdmymnqumeaseuofmmtmm
pays the Investment Advisor ar ls designee, on a sezics-by-serios basis, anl investmentadvisoty
ﬁ:e@e"lnwebnuxtAdv:mFee‘)nofwiastb\mmdaynfeachiwnlyw('mhmof
Puﬁapmmgswwhddmmredeamduoﬂhnuﬂofmmﬁfml%oﬂhemtm
mmw»mmmmMMMdﬂeﬂmiqafmeﬁsulm or the date

mdforsbmhmoddmngmym(mswdmmﬁu any partial m),p]w'(ﬁ)mofr__‘:i

m%um,mmmmmmmmmﬂmusmtmm
tmﬁmdsyoftheﬁsnlywﬁmndﬁwmendmmmmﬂemuchmhmuof
the first day of the fiscal year or, in the cese of series of such Participating Shares purchased
during the fiscal year, the aggregate subscription price paid for such series. The Fund hes issaed
in the past, end may issue in fhe future, different segics of Participeting Shares as to which the
investment advisory fee is celculated on a diffarent basis, Given the illiquid natore of Special
Tavesiments, the Net Asset Value of a series of "Special Investment Shares” (described below)
cannot be determined with the same degree of certainty and will be carried on the books of the
Fund at f2ir value (generally, i cost) as determined by the Investment Advisor until the
occurrence of the realization, Reconvérsion or Deemed Disposition of the Special Investment (as
described below).

1a the case of a sesies of Participating Shares-to which & series of Special
Investment Sheres relates, the amount of any dividends or otber distributions with respect to such
Special Investment Shares and net profits or loss realized upon the realization, Reconversion or
Deemed Disposition of such Special Investment Shares shall be included in the determination of
the increass in the Net Asset Value attributable to such series of Participating Shares in the
period in which such realization, Recorversion or Deemed Disposition occurred. Ifa
Sharcholder bas rodeemued his Participating Shares at a time when he holds Special Investment
Shares, upon the realization, Reconversion or Deemed Disposition of such shares, the Fund shall

91009299 : 16

GCC-NYAG0000608



distribute to the Withdrawn Shareholder (as defined hetein) ita pro rata portion of the Special
Invesiment in cash or In kind, reduced by any Investment Advisory Fee and unpaid Management

Fee.

The Fund and the Investment Advisor have entered into a deferxed fee agreement
(as descaibed in the " Agreement to Modify the Investmaent Advisory Agreement™), pursuant to
which the Investment Advisor may defer payment of a1l or a portion of the Investment Advisory
Fes applicable to the Sharcs, Up to 100% of the amount of eny Investment Advisosy Pee which
the ITnvestment Advisor elects to defer in any year may be invested in the same manper or
different manner as the Fund. Ag a result, the Investment Advisor may participate in the
investment performance of the fund. The zmount of the Investment Advisory Pee which the
Investment Advisor elects to defer In any year may be deferred for a period of up to ten years.

The Fund will indemnify the Investment Advisor for any losses due to action or
inaction that the Investment Advisor reasonably belisved to be in the best interests of the Fund,
and the Investment Advisor will not be lishle to the Fund for such action or inaction. The
Investment Advisor may take market positions for the account of other fonds or for its own
eccount which are different from or opposite to the Fund's positions.

In planning the Pund's investment sirategy and making trading decisions, the
Investment Advisar, gt its sole discretion, may consalt with other professionals active in the
markets, inchyding independent money managers and investinent advisors to Other Investment
Entities with whom, or in which, the Fund's agsets ars invested.
SHARE REGISTRATION

Fortis Pand Services (Cayman) Limited ncts es share registration and transfer
agent of the Pund (the "Regisirar”), and is a company.registered in the Cayman Islands and has a
Trust License {ssued under the Banks and Trust Companies Law (2001 Revision) of the Cayman
Istands and has an wrestricted Mutoal Pund Administmator’s License isswed under the Mutual
Funds Law {2001 Rovision) of the Cayman Jslanda,

Tho Regisirer is one of the largest of the Caymn]shnds‘lwemdfmd
adminisirators providing full administrative services to more (han 140 fonds with nct assets in
excess of U.S $12.0 billicn. The Registrar is a wholly-owned subsidiary of Fortis Banl
{Caytnam) Limited, The latter is ultimately 100% owned by Fortis Bank, which is, in turn, a
wholly-owned subsidiery of Fortis Group.

DIRECTORS

The Fund has two directots who serve as the Board of Directors to the Fund, Don
M. Seymour and Peter Young serve as Directors to the Fund and will remain Directors until their

resignation or removal.
Biographical information relating to the Directors is set forth below:

Don M, Seymour. Don M. Scymour i the Managing Director of DMS
Menagement Ltd, Prior to founding DMS Management Ltd., be was the Head of the Investmest
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Services Division of the Cayman Islands Monetary Authority where he directed the
authorization, supervision and enforcement of regulated mutual funds under the Mutaal Funde
Law, and the sapervision of company managers under the Companies Management Law of the
Cayman Islends. Prior to that, Mr. Seymour was a Manager of Andit and Business Advisory
Services, with Prico Watethonse in Grand Caymen sod a Senjor Accountant in the Investment
Munagement Services Group of Price Waterhouse LLP, New York.

Peter Young. Peter Yonng i a Direclor of DMS Management Ltd. and the
founder and Senior Partner of Cayman Acconnting Services, the sixth-largest professional
accounting firm in the Cayman Islands and s membee firm of the International Group of
Accounting Fiems, He 18 8 member of the Andit Policy Committes of the Cayman [slands
Monetary Authority, tho Amerioan Institute of Certified Public Accountents, the American
Acoounting Association end the Cayman Islands Sodiety of Professional Accountants.

BROKERAGE

The Investment Advisor selects brokers to effect transactions for the Pund which
receive commissions in connection with the brokerage services, including clearing aud settiing
fanctions, provided to the Fund, Such brokers will not perform mansgesial or policy-making
functions for the Fund. Clearing and settling services normally incinde, among other matters,
arranging for () the receipt and delivery of securities porchased, sold, borrowed and loaned;

(i) the making and receiving of payments therefor; (iif) custody of securities fully paid for or not
fully paid for and, therefore, complimce with margin and maistenance requirements;

(iv) custody of all cash, dividends end exchanges, distributions and siphts accrutng to the Fund's
account; and (v) tendering securities in connection with cash tender offers, exchangs offers,
mergers or other corporate reosganizations.

ACCOUNTANTS
Thé Fund's accountants arc BDO Binder.
VOTING SHARES

The Fund issued 100 founders shares, with a par value of $1.00 per share, to
Gabriel Capital Corporation, the Investment Advisor, shorily afier the Fund's incorporation. The
founder's shares are the only shares issued by the Fund that cerry voting rights. All of the
founder's shares of the Fund are carrently owned by Fortis Bank (Cayman) Limited, as Trustee
of Ariel Trust, s Cayman Islands purpose trust. Rolders of fmmdes’s shares are not entitled to
participate in the spprecintion of {he Fund's assets but are entitled to a retumn of par valas upon
liquidation or dissolution of the Fuad.

THE PARTICIPATING SHARES

The Fund may issue up to 1,500,000 Participating Shares in series, with a par
vale of $.01 pezr share, ot an offering prico of $1,000 per ahare in minimum denominations of
$500,000 and in integral multiples of $1,000 thereafier, to Qualified Purchasers, as defined )
below. Participating Shares will be issued in registered form, will be fully paid when issued, are :
non-voting and will have no preemptive, conversion or exchange rghts. :
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The Partlcipatiog Shares will be offered in series. Shares will be issued to
separate subscribers in scparate serics. Shares issued to the same subscriber but on different days
will 2lso be issued in separate series. Upon the izsuance of & scries of Participatiog Shares, en
account for such geries will be created to which shall be credited initistly the subsctiption
proceeds of such scrics and thereafter the pro-rated part of the profits and gains (realized and
unrealized) of the Pund and from which shall be debited pro-rated losses, expenses and liahilities
of the Fund, including the accrued and nnpaid fecs owed to the Investment Advisor, and
dividends and proceeds of redemption in respect of shares of (hat series when paid.

The Fund may consolidate different sarics of shares into ane (or more) series of
ahmbasadonﬂwndassetvahwofewhwdxmbdngwmohdmduthenmeof
consolidation,

Jt is anticipated that no dividends will be paid ca the Participating Shares. The
Fund will retain and reinvest the net income desived from its investments.

The Fund also has the aufhority to authorize Special Investment Shares which will
be issued to the extent that the Fund holds Special Investiments. Upon being informed that the
Pund's shares have been comyested into Special Investment Shares, the Pund will allocate a pro
rata portion of its assets atiributable to the Participating Shares to & new serics of Special
Investment Shares, and tho Fund, on behatf of such series of Special Investment Shares, will
meke or designate such Special nvestment. Immediately upon the Fund making or designating a
Special Investment, or as soon as practicablo afler shares in the Pund are converted into Special
Investment Shares, as the casc may be, the Investment Advisor will determing the value of such
Spechl Iovestment. Special Jnvestnents gencrally will be valued at cost unless the Investment

detennmw,hntswledimhm@mo&ervﬂmﬁonmethodm‘nwmdeamm
value,

Special lovestment Shares will be Issued in series, and each serdes will
interests in one Special Investment of the Fund. A portion of cach serdies of the Participating .
Shares (based on cach such seties’ pro raia portion of the NAV of all Shares after taking into
sccount any accrued Investment Advisory Fee) having an aggregric NAYV equal to the cost (or
valus, if appropriato) of the Special Invesiment will be converted to the new serics of Special
Investment Shares. Bach holder of Perticipating Shares shall receive a pro ratz pottion of the
series of Special krvestment Sheres converted from Pexticipating Shares, as the case may be.
Participating Sharcs converted to Special Investment Sharcs will not be outstending as of the
date the related Special Investment is made or designated. A series of Special Investment Shares
will not be convertad back into the series of Participating Shares (or the successor 1o such series)
from which they were converted, untl] the Special Investment represented by soch series of
ghares is realized or converted back into nog-specisl juvestment (L., redeemable) shares of the
Fund ("Reconversion™) or the Investment Advisor determines that such investment should no
Jonger be maintained as a Special Investment (2ny such determination by the Investment Advisor
with respect to a Special Investment shal? hereinafier be referred to as & "Deemed Disposition™),

In the cvont the Fund makes an investment which ths Investment Advisor
determines is a follow-up investment to a Special Investment (cach a "Follow-Up Invesiment”),
the participating Shareholders in soch Special Investment shall share in such Follow-Up
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bmmmmmmmmmmmmlwswhwmmm_
howovez, that the Investment Advisor; in his reasonsble discretion, may permit additional
Sharcholders in such Special Itvestment to participate in such Follow-Up Investmet; provided
further, however, that if 2 Sharcholder shall have withdrawn from the Fund, the Investmaont
Adwamahdleqmmblyadmﬂnpammmmﬁﬂnmammgwﬁmbmﬂm
such Withdrawn Sharcholder's non-participation in the Follow-Up Investment. Jn its discrotion,
the Investment Advisor need not designate us a "Follow-Up Investment” an additional
investment in the same or similar opportunity as the investment for which Special Investment
Shares have been issucd. Such investment may be desigoated as a new Special Investment.

The Investment Advisory Fee (defined hercin) on Special Investment Shares will
be paid out of the series of Participating Shares (or the successor to such series) from which such
shares were converted st the time of realization, Reconversion er Desmed Disposition of the
Special Investaent.

Redemption and Transfer

Participating Sharos are transferable, subject to the approval of the Directors, and
are similardy redeemable, at the request of the holder thercof, as of the last Business Day (as
defined in the Articles) of each quarter during the Fund's fiscal year, which shall be the calendar
year (each, & "Redemption Date™) upon 30 days’ prior written notice. However, in no cvent may
Participating Shares bo transferced to a person who is not a Quelified Purchaser, as defined
below. Distribution of cash in respect of all or any part of a holder’s sxlcemed Participating
Shares need not be made until 90 days after a Redemption Date,

A bolder of Parlicipating Shares may redeem his shaves, in whole or in part,
sub)edtommngbbnfﬂnl’mdhodchyorlmxttheﬂghthedcmx,bywrmmtoﬁn
Directors or the Registrar given 30 days prior to a Redemption Date. Pertial redesnptions are
pexmitted 8o long as » redeeming sharcholder, after such redenption, continues to own ot least
$500,000 of Participating Shares of one or moze series. The redemption price of Participeting
Shares will be based on the per share net asset vatus of the Fund attributable to ths seties of
Pusticipating Shares of which the redeemed Participating Shares are a part as of the relevant
Redomption Date. Net asset value aa of a given date Is the aggregate value of the Fund's assets
over its liabilities as of such date, The redemption et the request of a holder of any sedes of
Special Investment Shares is not permitted, and a sharebolder generally must hold Special
Investment Shares until the realization, Reconversion or Deemod Disposition (described below)
of the Special Invesiment represeated by such Special Invostotent Shares.

All Perticipating Shares will bo redeemed upon the first to occur of the following
events: (i) on December 31, 2033, or the next sneceeding Business Day; () in the event of the
termination of the Investment Advisory Agreement unlesy & new agreement meeting the
requirements of the Articles is in effeet; ({il) upon the incapecity or death of M. J. Rzra Merkin;
(iv)fonowmgadminahonbyﬂ:emmmamxdshouldbet!molved;or(v)upunthe
occurrence of any event causing the dissolution of the Fund wnder Cayman Istends law. f, in the
opinion of the Directors of the Fund, the holding of Participating Shares by any given holder
thereof is unkawiinl or detrimental fo the intetests or well-being of the Pund, the Directors may,
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and if a holder of Participating Shares po longer is a Qualified Porchaser (described below) the
Directors shall, require the redemption of alf Participating Shares held by such Shareholder.

REALIZATION, RECONVERSION OR
DEEMED DISPOSITION OF SPECIAL INVESTMENTS

Upon the realization, Reconversion or Deemed Disposition of a particular Special
Invesiment (or a dividend or other distribution with respect thereto), cach holder of Special
Investment Shares of the series sttributable to such Special Investment that continnes to hold
Participeting Shares of the series from which such Speeial Invesiment Shares were converted (a
*Contimuing Holder") shall have its Special Investment Shares of such series (or its portion of
any dividend or distribution) converted Into » new series of Participating Shares. Immediately
upon the realization, Reconversion or Deemned Disposition of a Special Investment (or dividend
or other distribution with respect thereto), the Pund will ellocate & pro raze portion of its assets
(ot any such dividend or other distribution) attributable to such Special Investment (adjusted for
distributions to & Withdresem Shercholder (as defined beJow)) to the now Participating Series,
based on such Participating Series’ share (adjusted for any Withdrawn Sharcholder) of the cost
(or value, if appropriate) of the Special Investiment.

) " A sharebolder which redeems all or a portion of its outstanding Participating
Shares of a series (a2 "Withdtawn Sharcholder™) at a time when such Withdrawn Shareholder
holds Special Investment Shares that were contverted from Participating Shares of such seties (or
the successor to such series) shall retain such Special Investment Shares nntil the realization,
Reconvetsion or Deemed Disposition of the Special Investment atiributable to such Special
Investment Shares. Upon such realization, Recoavarsion or Deczoed Disposition, the Fund shall
distribute to the Withdrawn Shareholder its pro rata partion of the Special Investment in cash or
inkmd,tedunedbyanylnmmemAdwsoryFeeandmpmdManampee

ANNUAL REPORTS

AmmanSOdayuﬂctbemdofemhqnmﬂnhmdwmpmvideeach
__holduofPuﬁoipatmgShareamumditedﬁwmlmﬁ:;ﬂzqum In addition,
.-..mm 120 days of tho last day of each fiscal year, thé Fund will provide to each sharcholder an
“andited financial statemient of the Fimd for such fiscal year.

OPERA'IINGRMTS
Information concaming the operating results of the Fund is available on request.
SUITABILITY

Prospective shareholders must be () persons who are not U.8, persons, or (if) U.S.
petsons subject to ERISA, or otherwise exempt from payment of U.S. Federul incote tax or
entities substantially all of the ownership interests in which are held by tax-exempt U.S. persons
(collectively, "Pérmitted U.S. Persons”). With respect to Permitted U.S, Persons, Participating
Shares may only be purchased by investors that qualify as () "accredited investors” as defined
under Regnlation D of the 1933 Act, (&) qmliﬁedpmuhama'aadeﬁmdmsmﬂ.(e)(ﬂ)
ofﬁeCompmyAdmdd:enﬂumlgabdthaunﬂum'hcwbdgmNecmﬂm
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Gabriel Capital Corporation or its affiliates, as defined under Rule 3¢-5 of the Company Act, and
{iif) "qualified eligible persons® as defined under Rule 4.7 of the CEA, and must meet other
suitability requirements.

US. REGULATORY MATTERS

The Fund will not register as an investment company and is therefore not required
to adhere to certain investment policies under the U.S. Investment Company Act of 1940, as
amended (the *Company Act™). The Pund is not required to register as an investment company
for purposes of the Compeny Act because it is not making, and doss not propose to make, 2
public offering of Shares in the United States, The Pund inteods to comply with Section 3(c)(7)
of the Company Act with respect to offers made to Permitted U.S, Persons.

TAXATION IN THR CAYMAN ISLANDS

On the basis ofthemthgmlabonafﬂn&ymm[slmds,ﬂxmmnomcome,
profits, capital transfer, capital gains or other similar taxes that would be spplicable to the profits
or gains of the Pund, and sharebolders of the Fund are not subject to amy such taxes or any
similar laxes in respect of their holdings of Paticipating Shares.

TAXATION IN THE UNITED STATES

The following is a discussion of certain U.S. federal income tax considerations for
persons 1o whom such considerations ere relevant in purchasing Participating Shares of the Fund.
The discussion does not purport to deal with all aspects of U.S. fedoral taxation that may be
relovant to particular investors and is for generel infonmational purposes-only. The U.8, federal
income tex consequences that may be applicable to an investor may vary depending on em
investoy's particular situation. Prospective investors are advised (o consult their own tax advisars
regarding the U.S. federal income tax considerations in acquiring, holding and disposing of the
Participating Shares, u3 well as any state, Iocal or forelgn tax considerations,

US. Taxation of the Fand. The Pand expects bo conduct its activiticsin soch a
menner that, under omrent law, the Fund will not be engaged In a frads or business within the
United Stafes. Accordingly, and sssuming the Fund is not engaged in a U.S. trade or business,
the Fund will not be required to filo 1.8, federal incomo tax returas sad will not be subject to
U.S. fedezal income or withhalding tax in respect of any capital gains realized by it (except to the
exient, if any, that incoms or gains are aticibutzble to investments in () securities that constitute
U.S. real property interests or (i) e U.S. business parinership cither directly or throogh an Other
Investment Extity that is trcatod a3 a pertnership for U.S, federal income tax pucposcs), ’
Howover, the Fund will be subject to a 30 percent withholding tex i respect of any dividend
income and, deponding upon the circumstances, possibly in respect of interest and in respect of
payments to the Pund in connection with secutities loans and similsr paymendts.

U.S. Taxation of Foreign Sharcholders. Dividends paid by the Fund, if any,
redeqptions of Participating Shares by the Fond and sales of Participating Shares by a
shareholder generally will not be subject to U.S. income (or withholding) tax in the caso of any
shareholder which isnot 2 U.S. person within the meaning of the Internal Revenue Code of
1985, as emnended (the "Code”), unless such dividends or the gains from such redemptions or

91009399 2 ‘

CONFIDENTIAL GCC-NYAG0000614



sales are effectively connected with a trade or business of the shareholder in the United States or
{under certain circumstances) are attributeble to an office or other fixed place of business of such
shareholder in the United States.

The trapsfer of Pesticipating Shares in the Fund, by way of gift by, or as a resnlt
of the death of, an individual shareholder of the Fund who is not & U.S. person within the
meaning of the Cada, will not bo subject to U.S. gift or esinte taxes.

U.S, Tax-Exempt Sharcholders. The Fund believes that U.S, shareholders
exempt from taxation under Section 501(2) of the Code ("Tax-Bxempt U.S. Persons®), will not
be subject to the unrelated businass income tax under Section 511(a)(1) of the Code by reason of
their investment in the Fund, assuming that such shareholders have not incurred indebtedness in

Scction 511{a){1) of the Code provides for a tax on the vnrelated business taxable
incoms ("UBTI") of a tax-cxempt organization or trust. Section 512(a)(T) of the Code provides
thiat, subject to certain exceptions, UBTT incluades eny gross income derived from any trade or
business regulerty carried on by the tax-exempt orgehization which is not substantially related to
the pwposs or fonction which serves as the basis for the organtzation’s tax exemption, minus the
allowsble deductions which are directly connected with the carrying on of auy such trade or
business, Section 512(b) of the Code provides, among other things, that integest, dividends and
gains or losses from the sale, exchange or other disposition of property {other than stock in trade
or other property which would be treated as Javeutory or property held primacily for sale to
customers in the ordinary course of the trade or business) arc not treated as UBTY except to the
extertt provided for in Section 514 of the Code or, with respect to interest, unjess recsived from

an otgavization which is "controlled® by ths tax-exempt organization. For this purposs,
*control” memns ownership of stock possessing at least 50 percent of the total combined voting
power or value of the stock of the cosporation.

Regulations epplicable to passive foreign investment cornpanies ("PFICs™)
provide that a Tax-Exemnt U.S. Person will not be subject to the special tax imposed by Section
1291 of the Code upon excesy distributions received by sharcholders of a PFIC nnlezs a dividend
from (he PFIC would otherwise be sabject to tax (L.0., if it were considered to be debt-financed
income). Any gain or Joss reafized by the sharcholders upon the disposition. of shares of the
Fund will be treated as gains or losses from the asle or exchange of property (other than stock in.
trade or other propexty which wonld be treated as inventory). Therefore, the Pund belioves that
income and gain realized as the result of an investment in Participating Shares of the Fuxd by a
Tax-Exempt U.S. Person will not be UBTI, This conclnsion assumes that such Teax-Exempt U.S,
Person has not incurred indebtedness to acquire its Pexticipating Shares,

Because the Fund i5 2 non-U.S. cosporation, any U.S. person within the meaning
of the Code who acquires 10 percent or more (taking cestain attribution rules into account) of the
total combined voting power of the total value of the outstanding stock will likely be required to
file Form 5471, which s an information return with respect to a non-U.S. carporation. The Fund
hes not committed to provide all of the information about the Fund or its shareholders needed 10
complete Form 5471, In eddition, a U.S. person within the meaning of the Code that transfers
cash to a non-U.S. oorporation may be required to report the fransfer to the U.S. Internal
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Revenue Service if (i) immediately afier the transfer, such person holds (directly, indirectly or by
attribotion) at least 10% of the total voting power or total value of such corporation or (if) the
amount of cagh trensferred by sucli person (or any related petson) o such corporation during the
twelve-month period ending on the date of the transfer exceeds $100,000. Sharcholders who are
Permitted U.S. Persons are urged to copsult their own tax advisors concerning this and any other
reporting requircment.

The foregoing discussion of taxation is for informational purposes only and
investors are wrged to consult with their own tax advisats respecting the tax consequences of an
investment in the Fund, including the tax treatment under the laws of any jarisdiction to which
they might be subject.

CAYMAN ISLANDS MUTUAL FUNDS LAW
The Pund is registered as a *mutual fund™ for the purposes of the Mutnal Funds

Law (2001 Revision) of the Cayman Islands (the "Law™) and, accordingly, will be regulated by
such law.

As a regulated mutnal fund, the Fund is subject to the supervision of the Cayman
Islands Monetary Authority (the *Authority*) and the Authority may at any time instruot the
Fund to have its acoounts audied and submit them to the Antharity within such time as the
Awtharity specifies. In addition, tho Anthority may ask the Directors to give the Authority such
information or such explanation in respect of tho Fund as the Authority may reasonably require
o enable it to carry ot its dutics under the Law.

The Directors must give the Authorily access to or provide at any reasonable time
all records relating fo the Fuod end the Autbority may copy or take an extract of a record it is
given acoess to. Faihueto comply with these requests by the Authority roay result in substantial
fines baing imposed on the Directors end may sesult in the Aunthority spplying to the court to
have the Pund wound up.

The Authority is prohibited by the Law from disclosing eny inférmation relating
to the affuirs of 2 mutual fund otber than disclosure required for the effective regulation of 2
muteal fond or when required or permitted 1o do so by law ar by a court.

The Antharity may take certain actions if it is eatisfied that a seguiated mutual

fundmmulﬂmlymbecommmbletomwthsobhgaﬂmuﬂwyﬁudneorismxymgonwis

sttempting to carry on business or winding up its bnsiness volimtarily in a manner that is
m‘ejudixmltoztshmam ‘The powers of the Authority include, inter alis, the
power 10 fequirs the substitution of the Directors, to appoint a person to advise the Fund on the
poper condnot of its affales or to appoint & person to assume control of the affiirs of the Fand,
There are other remedies available to the Authority inotuding the ability to apply to the court for
approval of other actions.

Notwithstanding the foregoing, investors must appreciats that no Cayman Islamds

authority has passed upon the content of this offering document or the metits of an investment in
tho Fund,
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ANTIEMONEY LAUNDERING REGULATIONS

As part of the Fund’s responsibility for the prevention of money lsundering, the
Fund may require a deteiled verification of the subscriber’s identity and the source of the
payment of the subscription smount. Depending on the circumstances of each subsaription, a
detailed verification might not be required where: (a) the subscriber maked the payment from an
mmhddmﬁewbmha%nmuamognmdﬂmdlmuomm(b)ﬁesnhmmﬁon
is made through a recognired intermediary. These exceptionrs will only apply if the financial
institotion or intermediary referred to above is within a comtry recognized as having sufficient
sufi-money Immdering regufations, The Fund ressrves the right to request such inforrnation ac is
necessary $o verify the identity of a subscriber. In the event of delay or failure by the subscriber
to produce any information required for verification purposes, the Fund may refuse to accept the
subsaription and the snbscription smonies relating thereto. If any person who is resident in the
CaymanlshndshmaauspimmatapaymmmtheFmd(bywayofmbmphmuMse)
contains the proceeds of criminal conduct that person is required to report such suspicion to the
Cayman Islends authoritics pursuant to Tho Procceds of Criminal Coanduct Law (2001 Revisian).

ERISA CONSIDERATIONS

THB FOLLOWING SUMMARY OF CERTAIN ASPECTS OF ERISA IS
BASED UPON ERIJSA, JUDICIAL DECISIONS, U.S. DEPARTMENT OF LABOR
REGULATIONS AND RULINGS IN EXISTENCRB ON THE DATE HERECF, ALL OF
WHICH ARB SUBJECT TO CHANGE. THIS SUMMARY 1S GENERAL IN NATURE AND
DOES NOT ADDRESS EVERY ISSUE THAT MAY BE APPLICABLE TO THE FUND OR A
PARTICULAR PERMITTED U.S. PERSON THAT BECOMES OR IS CONSIDERING
BECOMING A BHAREHOLDER. ACCORDINGLY, BACH FROSPECTIVE
SHAREHOLDER THAT IS A PERMITTED U.5. PERSON AND AN EMPLOYEE BENEFIT
PLAN SHOULD CONSULT WITH ITS QWN COUNSEL IN ORDER TO UNDERSTAND
‘THE ERISA ISSUES AFFECTING THE FUND AND THE SHAREHOLDER.

General

BachPexmittedU.S.mehmhmnnempbyeemm;hnorttm(m
qmmAmmOwwn&nnwmmduﬂw&nmﬂwmmmnn¢EM$memwmd
retirement sccount ("TRA”) or & Keogh. Plan subject to the Code should consider the matters
described below in detenmining whether to invest in the Fand,

In addition, fiduciaries of an ERISA Plan must give appropriate considemtion 1o,
among other things, the role thet an fnvestment in the Pand plays in the plan’s porifolio, teking
into considerntion whether the investment iz designed reasonably to farther the plan's purposes,
the investment's risk end retuem faclorns, the portfolio’s composition with regard to diversification,
the liquidity and comreat retum of the total portfolio relative to the anticipated cash flow needs of
the plan, the projected retum of the total portfolio relative to the plan's objectives and the limited
right of shereholders to redeem all or any part of their Shares or to transfer thelr inferests in the
Fund.

21009399 2%
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Limitation on Investments by Benefit Plap Investors

The Investment Advisor intends to monitor the investments in the Fund to ensure
that the aggregate investment by benefit plan investors (i.c., employee benefit plans as defined in
Bection 3(3) of ERISA (whether or not subject to Title I of ERISA), plans desoribed in
Section 4975(e)X(1) of the Code, government plans, charch plans, foreign pension plans, and
entities the undeslying assets of which include plan agsets) does not equal or exceed 25% of the
valos of any class of Shares of the Fund so that equity participation by benefit plan investors will
not be considered "significant” under US. Department of Labor Regnlations and, as a result, the
underlying assets of the Fund will not be deemed "plan assets” for purposes of ERISA. If the
assets of the Fund wers regarded as "plan assets” of a benefit plan investor, the Investment
Advisor would be a "Gduciary” (gs defined in ERISA) with respect to sech plan and wonld be
subject to the obligations and Jiabilities imposed on fiduciaries by ERISA and/or the Code. .
Moreover, the Fund would be subjest to vexious other requirements of ERISA and/or the Code.
In perticular, the Fund would be subject to rules restrioting transactions with "parties in interest*
and prohibiting transactions involving conflicts of interest on the part of fiduciaries which might
resylt in a violation of ERISA and/or the Code uniess the Fund obtrined appropriate exemptions
from the U.S. Depariment of Labor allowing the Fund to conduct its operations as described
herein. The FPund reserves the right, however, to waive the 25% limitation and thereafier to
cotmply with ERISA and/or the Code.

Represcotation by Plens

The fiduciaries of each ERISA Plan, IRA or Keogh Plan proposing to invest in the
Fund will be required to represent that they have been informed of and wnderstand the Fund's
investment objectives, policies and strutegics and that the decision to invest plan asscts in the
Pund is consistent with the provisions of ERISA and/or the Code that require diversification of
plan essets and impose other fiduciary rosponsibilities. In particular, exempt arganizations
should consider ths applicability to them of the provisions relating to UBTL (Sce "Tax
Aspects.”)

WHETHER OR NOT THE UNDERLYING ASSETS OF THE FUND ARE
DEEMED PLAN ASSETS UNDER THE U.S, DEPARTMENT OF LABOR REGULATIONS,
AN INVESTMENT IN THE FUND BY AN ERISA PLAN IS SUBJECT TO ERISA AND/OR
THE CODE. ACCORDINGLY, FIDUCIARIES OF SUCH PLANS SHOULD CONSULT
WITH THRIR OWN COUNSEL AS TO THE CONSEQUENCES UNDER ERISA AND/OR
THE CODB OF AN INVESTMENT IN THE FUND.

Plans Having Prior Relationships with Affiliates of the Pund

Certain prospective benefit plan investors may currently maintain relationships
with the Investment Advisor oz other entities which are affifisted with the lnvestment Advisor
(colieotively, the "Affiliated Entities”). Bach of the Affiliated Entitics may be deemed a party in
interest with respect to, and/or a fiduclary of, such plans if mny of the Affiliated Entities provides
investment management, investment advisory or other sexvice to them. ERISA and/or the Code
prohibits plan assets from being used for the benefit of a party i interest and also prohibits a
fiduciary from using its position o canse the plan to make an investment from which it or certain
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third parties in which such fiduciary hes an interest would receive a fee or other consideration.
In this circumstance, benefit plan investors should consult with counsel to determine if
participation in the Fund fs a transaction which is prohibited by ERISA and/or the Code.
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/o Fartis Fund Services (Cayman) Limfted
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British West Indics
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Portis Fund Services (Cayman) Limited
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ARIEL FUND LIMITED

A Cayman Islands Exempted Company

CONFIDENTIAL OFFERING MEMORANDUM
Relating to Class B Participating Shares

Par Value U.S. $0.01 per Share

March 2006

Investment Advisor:
Gabriel Capital Corporation
450 Park Avenue
32nd Floor
New York, New York 10022

ANY REPRODUCTION OR DISTRIBUTION OF THIS MEMORANDUM, IN WHOLE OR IN
PART, OR THE DISCLOSURE OF ANY OF ITS CONTENTS, MAY YVIOLATE
APPLICABLE SECURITIES LAWS AND IS PROHIBITED WITHOUT THE EXPRESS
PRIOR WRITTEN CONSENT OF THE INVESTMENT ADVISOR.

The information contained herein is confidential and is furnished for
informational purposes only. This Confidential Offering Memorandum supersedes all
earlier disclosure concerning the Fund.
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CONFIDENTIAL OFFERING MEMORANDUM
ARIEL FUND LIMITED

c/o Fortis Prime Fund Solutions (Cayman) Limited
P.O. Box 2003 GT
Grand Pavilion Commercial Center
802 West Bay Road
Grand Cayman
Cayman Islands

Ariel Fund Limited, a Cayman Islands exempted company formed on December
28, 1988 (the "Fund"), was organized to operate as a private investment fund for the benefit of
non-U.S. Persons and Permitted U.S. Persons (as defined below) and any investors that the
Fund's board of directors deems appropriate. The Fund's investment objective is to provide
shareholders with a total return on their investment consisting of capital appreciation and
income by investing in a diverse portfolio of securities. Generally, the Fund will invest and trade
in U.S. and non-U.S., marketable and non-marketable, equity and debt securities and options, as
well as other evidences of ownership interest or indebtedness, including receivership certificates,
and promissory notes and payables to trade creditors of distressed companies or companies in
Chapter 11 bankruptcy proceedings, and commodities contracts, futures contracts (relating to
stock indices, options on stock indices, commodities and options on commodities) and forward
contracts. The Fund will invest in the securities of corporations believed to be fundamentally
undervalued. The Fund will also make indirect investments with third-party managers, including
investments through managed accounts and investments in mutual funds, private investrnent
partnerships, closed-end funds and other pooled investment vehicles (including special purpose
vehicles), which engage in similar investment strategies as the Fund (collectively, "Other
Investment Entities”). The Fund expects to invest in private and restricted securities. The Fund
may utilize leverage when deemed appropriate by the Investment Advisor (as defined below),
including to enhance the Fund's returns and meet redemptions that would otherwise result in the
premature liquidation of investments. There can be no assurance that the Fund's investment
objective will be achieved. (See "Investment Program.")

J. Ezra Merkin owns and manages Gabriel Capital Corporation which serves as
the Investment Advisor of the Fund (the "Investtnent Advisor"). The Investment Advisor has
ultimate responsibility for the management, operations and investment decisions made on behalf
of the Fund. J. Ezra Merkin also serves as the general partner of Gabriel Capital, L.P., a
Delaware limited partnership organized for U.S. taxable investors, which follows an investment
program similar to that of the Fund (the "U.S. Partnership.")

This Confidential Offering Memorandum relates to an offering of non-voting
shares in the Fund (the "Class B Participating Shares") to certain investors that, if accepted, will
become shareholders of the Fund (each, a "Shareholder”). The Fund may offer Class B
Participating Shares to prospective new Shareholders as of the beginning of each quarter (or at
such other times as the board of directors of the Fund, in its sole discretion, may allow). The
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CONFIDENTIAL

Fund issued 100 founders shares, with a par value of $1.00 per share, to the Investment Advisor,
shortly after the Fund's incorporation (the "Founders Shares™). The Founders Shares are the only
shares issued by the Fund that carry voting rights. All of the Founders Shares of the Fund are
currently owned by Fortis Bank (Cayman) Limited, as trustee of The Ariel Trust, a Cayman
Islands trust. Holders of Founders Shares are not entitled to participate in the appreciation of the
Fund's assets, but are entitled to a return of par value upon liquidation or dissolution of the Fund.

It is anticipated that no dividends will be paid on the Class B Participating Shares.
The Fund will retain and reinvest the net income denived from its investments.

Class B Participating Shares are being offered to (i) persons who are not "U.S.
Persons", as that term is defined herein under "Suitability Requirements; Limitations on
Transferability”, and (ii) to Tax-Exempt U.S. Persons (as defined herein under "Tax Aspects-
Tax-Exempt U.S. Persons”) including tax-exempt entities subject to the U.S. Employee
Retirement Income Security Act of 1974, as amended, and entities substantially all of the
ownership interests ip which are held by Tax-Exempt U.S. Persons (collectively, "Permitted U.S.
Persons"). Each Permitted U.S. Person that purchases Class B Participating Shares must be,
among other things, an "accredited investor™ as defined in Rule 501 under the Securities Act of
1933, as amended (the "1933 Act") and a "qualified purchaser”, as that term is defined in
Section 2(a)(51) of the U.S. Investmment Company Act of 1940, as amended (the "Investment
Company Act"). The board of directors of the Fund, in its sole discretion, may decline to admit
a prospective investor for any reason or for no reason, even if it satisfies the Fund's suitability
requirements.

Class B Participating Shares are suitable only for sophisticated investors (i) that do
not require immediate liquidity for their investments, (ii) for which an investment in the Fund does
not constitute a complete investment program and (iii) that fully understand and are willing to
assume the risks involved in the Fund's investment program. The Fund's investment practices, by
their nature, may be considered to involve a substantial degree of risk. (See "Investment Program"
and "Certain Risk Factors.")

Prospective investors should carefully read this Confidential Offering
Memorandum. The contents of this Confidential Offering Memorandum, however, should not be
considered legal or tax advice, and each prospective investor should consult its own counsel and
advisers as to all matters concerning an investment in the Fund.

This Confidential Offering Memorandum has been prepared solely for the
information of the person to whom it has been delivered on behalf of the Fund and may not be
reproduced or used for any other purpose. The dissemination, distnibution, reproduction or other
use of all or any portion of this Confidential Offering Memorandum or the divulgence of any of its
contents other than to the prospective investor's financial, tax or legal advisors, without the prior
written approval of the Investment Advisor, is prohibited. Any person that receives this
Confidential Offering Memorandum and does not purchase Class B Participating Shares is

requested to promptly return this Confidential Offering Memorandum to the Fund. -

Notwithstanding anything herein to the contrary, each investor (and each employee,
representative or other agent of such investor) may disclose to any and all persons, without
limitation of any kind, the tax treatment and tax structure of (i) the Fund and (ii) any transactions
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described herein, and all materials of any kind (including opinions or other tax analyses) that are
provided to the investor relating to such tax treatment and tax structure. Each person accepting
this Confidential Offering Memorandum agrees to retumn it to the Fund promptly upon request.
This Confidential Offering Memorandum is accurate as of its date, but no representation or
warranty is made as to its continued accuracy after such date.

The Fund will not be registered as an investment company under the Investment
Company Act and, therefore, will not be required to adhere to certain operational restrictions and
requirements under the Investment Company Act The Investment Advisor is not registered as
an investment adviser under the Investment Advisers Act of 1940, as amended.

All references to "dollars™ or to "$" herein are to U.S. Dollars.

THE INVESTMENT ADVISOR IS EXEMPT FROM REGISTRATION WITH
THE US. COMMODITY FUTURES TRADING COMMISSION ("CFTC") AS A
COMMODITY POOL OPERATOR ("CPO") UNDER CFTC RULE 4.13(A)4). THEREFORE,
UNLIKE A REGISTERED CPO, THE INVESTMENT ADVISOR IS NOT REQUIRED TO
PROVIDE PROSPECTIVE SHAREHOLDERS WITH A CFTC COMPLIANT DISCLOSURE
DOCUMENT, NOR IS IT REQUIRED TO PROVIDE SHAREHOLDERS WITH CERTIFIED
ANNUAL REPORTS THAT SATISFY THE .REQUIREMENTS OF CFTC RULES
APPLICABLE TO REGISTERED CPOS. THE FUND DOES, HOWEVER, INTEND TO
PROVIDE SHAREHOLDERS WITH ANNUAL AUDITED FINANCIAL STATEMENTS.

THE CFTC EXEMPTION RULE REQUIRES, AMONG OTHER THINGS,
THAT EACH SHAREHOLDER BE A NON-UNITED STATES PERSON UNDER CFTC
RULES, SATISFY CERTAIN SOPHISTICATION CRITERIA, OR OTHERWISE BE AN
ELIGIBLE INVESTOR SPECIFIED IN THE RULE. IT ALSO REQUIRES THAT CLASS B
PARTICIPATING SHARES IN THE FUND BE EXEMPT FROM REGISTRATION UNDER
THE U.S. SECURITIES ACT OF 1933, AS AMENDED, AND BE OFFERED AND SOLD
WITHOUT MARKETING TO THE PUBLIC IN THE UNITED STATES. THE FUND'S
CONFIDENTIAL OFFERING MEMORANDUM (THIS "MEMORANDUM") HAS NOT
BEEN REVIEWED OR APPROVED BY THE CFTC. '

NO OFFERING LITERATURE OR ADVERTISING IN WHATEVER FORM
WILL BE EMPLOYED IN THE OFFERING OF THE CLASS B PARTICIPATING SHARES
EXCEPT FOR THIS CONFIDENTIAL OFFERING MEMORANDUM, STATEMENTS
CONTAINED HEREIN AND WRITTEN MATERIALS SPECIFICALLY APPROVED BY
THE INVESTMENT ADVISOR. NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY
REPRESENTATION OR GIVE ANY INFORMATION WITH RESPECT TO THE CLASS B
PARTICIPATING SHARES, EXCEPT FOR THE INFORMATION CONTAINED HEREIN.

THE FUND IS A REGULATED MUTUAL FUND FOR THE PURPOSES OF
THE MUTUAL FUNDS LAW (2003 REVISION) OF THE CAYMAN ISLANDS. THE FUND

IS REGISTERED WITH THE CAYMAN ISLANDS MONETARY AUTHORITY PURSUANT
10010873.14
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TO SECTION 4(3) OF THAT LAW AND THE PRESCRIBED DETAILS IN RESPECT OF
THIS CONFIDENTIAL OFFERING MEMORANDUM HAVE BEEN FILED WITH THE
MONETARY AUTHORITY. SUCH REGISTRATION DOES NOT IMPLY THAT THE
MONETARY AUTHORITY IN THE CAYMAN ISLANDS HAS APPROVED THIS
CONFIDENTIAL OFFERING MEMORANDUM OR THE OFFERING OF CLASS B
PARTICIPATING SHARES HEREUNDER. FOR A SUMMARY OF THE CONTINUING
REGULATORY OBLIGATIONS OF THE FUND AND A DESCRIPTION OF THE
REGULATORY POWER OF THE CAYMAN ISLANDS MONETARY AUTHORITY, SEE
THE SECTION ENTITLED "CAYMAN ISLANDS REGULATION" OF THIS
CONFIDENTIAL OFFERING MEMORANDUM.

EXCEPT AS NOTED IN THE PRECEDING PARAGRAPH, THE OFFERING
OF SECURITIES HEREBY HAS NOT BEEN FILED WITH OR APPROVED OR
DISAPPROVED BY ANY REGULATORY AUTHORITY OF ANY COUNTRY OR
JURISDICTION, NOR HAS ANY SUCH REGULATORY AUTHORITY PASSED UPON OR
ENDORSED THE MERITS OF THIS OFFERING OR THE ACCURACY OR ADEQUACY
OF THIS CONFIDENTIAL OFFERING MEMORANDUM. ANY REPRESENTATION TO
THE CONTRARY IS UNLAWFUL. CLASS B PARTICIPATING SHARES ARE NOT
REGISTERED FOR SALE, AND THERE WILL BE NO PUBLIC OFFERING OF THE
CLASS B PARTICIPATING SHARES.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY UPON
THEIR OWN EXAMINATION OF THE FUND AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED.

EACH PROSPECTIVE INVESTOR IS INVITED TO MEET WITH THE
INVESTMENT ADVISOR TO DISCUSS WITH, ASK QUESTIONS OF, AND RECEIVE
ANSWERS FROM, THE FUND CONCERNING THE TERMS AND CONDITIONS OF THIS
OFFERING OF THE CLASS B PARTICIPATING SHARES, AND TO OBTAIN ANY
ADDITIONAL INFORMATION, TO THE EXTENT THE FUND POSSESS SUCH
INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR
EXPENSE, NECESSARY TO VERIFY THE INFORMATION CONTAINED HEREIN.

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN FILED WITH OR
APPROVED OR DISAPPROVED BY ANY REGULATORY AUTHORITY OF ANY
COUNTRY OR JURISDICTION, NOR HAS ANY SUCH REGULATORY AUTHORITY
PASSED UPON OR ENDORSED THE MERITS OF THIS OFFERING OR THE ACCURACY
OR ADEQUACY OF THIS CONFIDENTIAL OFFERING MEMORANDUM. ANY
REPRESENTATION TO THE CONTRARY IS UNLAWFUL.
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THE CLASS B PARTICIPATING SHARES ARE NOT REGISTERED FOR
SALE, AND THERE WILL BE NO PUBLIC OFFERING OF THE CLASS B
PARTICIPATING SHARES. NO OFFER TO SELL (OR SOLICITATION OF AN OFFER TO
BUY) WILL BE MADE IN ANY JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION WOULD BE UNLAWFUL. (SEE APPENDIX A))

CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED TO THE
PUBLIC IN THE CAYMAN ISLANDS.
*

* * *
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THE FUND Ariel Fund Limited
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Cayman Islands

THE INVESTMENT ADVISOR Gabriel Capital Corporation
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Attn: Share Registration Department

AUDITORS BDO Tortuga
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Cayman Islands

U.S. LEGAL COUNSEL Schulte Roth & Zabel LLP
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Cayman Islands
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ARIEL FUND LIMITED

SUMMARY OF TERMS

The following is a summary of the principal terms of the Fund (as defined below).
The following summary is qualified in its entirety by the more detailed information set forth in
this Confidential Offering Memorandum and by the terms and conditions of the Fund's
Memorandum of Association and Articles of Association (together, the "Articles”), as the same
may be amended from time to time. This summary should be read in conjunction with such
detailed information.

THE FUND: Ariel Fund Limited, a Cayman Islands exempted
company formed on December 28, 1988 (the "Fund"),
was organized to operate as a private investment fund
for the benefit of non-U.S. and Permitted U.S. Persons
(as defined below) and any investors that the Fund's
board of directors deems appropriate.

Gabriel Capital, L.P., a Delaware limited partaership
organized for U.S. taxable investors, follows an
investrnent program substantially similar to that of the
Fund (the "U.S. Partnership"). The owner of the
Investment Advisor (as defined below) also serves as
the general partner of the U.S. Partnership. The U.S.
Partnership and the Fund will invest on a side-by-side
basis, unless differences in the investments of the U.S.
Partnership or the Fund are deemed to be in the best
interests of the respective fund's investors.

INVESTMENT PROGRAM: The Fund's iovestment objective is to provide
shareholders with a total return on their investment
consisting of capital appreciation and income by
investing in a diverse portfolio of securities. Generally,
the Fund will invest and trade in U.S. and non-U.S.,
marketable and non-marketable, equity and debt
securities and options, as well as other evidences of
ownership interest or indebtedness, including
receivership certificates, and promissory notes and
payables to trade creditors of distressed companies or
companies in Chapter 11 bankruptcy proceedings, and
commodities contracts, futures contracts (relating to
stock indices, options on stock indices, commodities and
options on commodities) and forward contracts. The
Fund will invest in the securities of corporations
believed to be fundamentally undervalued. The Fund
will also make indirect investments with third-party
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managers, including investments through managed
accounts and investments in mutual funds, private
investment partnerships, closed-end funds and other
pooled investment vehicles (including special purpose
vehicles), which engage in similar investment strategies
as the Fund (collectively, "Other Investment Entities"”).
The Fund expects to invest in private and restricted
securities. The Fund may utilize leverage when deemed
appropriate by the Investment Advisor (as defined
below), including to enhance the Fund's returns and
meet redemptions that would otherwise result in the
premature liquidation of investments. There can be no
assurance that the Fund's investment objective will
be achieved. (See "Investment Program.")

When the Fund engages in investments through Other
Investment Entities, fees, including performance-based
fees, may be payable by the Fund, in addition to the fees
payable to the Investment Advisor discussed below. In
such cases, the Investment Advisor will retain overall
investment responsibility for the portfolio of the Fund
(although not the investment decisions of any
independent money managers managing Other
Investment Entities). Such armangements are subject to
periodic review by the Investment Advisor and are
terminable at reasonable intervals in the Investment
Advisor's discretion. The Fund may withdraw from or
mvest in different investment funds and terminate or
enter into new investment advisory agreements without
prior notice to, or consent of, the Shareholders. (See
"Certain Risk Factors—Independent Money Managers.")

From time to time, the Investment Advisor may, in its
sole discretion, acquire assets or securities that the
Investment Advisor believes lack a readily ascertainable
market value or otherwise lack sufficient liquidity.
Certain of these investments (not exceeding 40% of the
net asset value of the Class B Participating Shares (as
defined below), calculated at the time such investments
are designated, and with such investments valued at
cost) may be designated special investments (each a
"Special Investment™) as the Investment Advisor shall
determine in its sole discretion. In addition, existing
investments may be designated Special Investments and
will be valued at their carry value when so designated.
Shares attributable to a Special Investment are
allocated pro rata to those investors that are
Shareholders (defined below) at the time a Special
10010873.14 2
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Investment is made (or designated) (See "The
Shares.")

The Investment Advisor will not permit more than the
greater of 50% of the Fund's capital and 25% of the
Fund's total assets (on a cost basis, giving consideration
to hedging techniques utilized) to be invested in a single
investment. Moreover, it will not permit more than 10%
of the Fund's capital to be placed at risk in a single
investment. The Investment Advisor will have the
discretion to deterrmine how much is at risk for purposes
of this test.

The Fund's investment program is speculative and
may entail substantial risks. Since market risks are
inherent in all investments to varying degrees, there
can be no assurance that the Fund's investment
objectives will be achieved. In fact, certain investment
practices described above can, in some circumstances,
substantially increase the adverse impact on the
Fund's investment portfolios. (See "Investment
Program'; "Certain Risk Factors.")

THE INVESTMENT ADVISOR: The Fund's assets are invested by Gabriel Capital
Corporation (the "Investment Advisor"), a Delaware
corporation, pursuant to the terms of an Investment
Advisory Agreement between the Investment Advisor
and the Fund (the "Investment Advisory Agreement™)
subject to the policies and control of the board of
directors of the Fund (the "Board of Directors”). All of
the outstanding capital stock of the Investment Advisor
i1s owned or controlled by J. Ezra Merkin. (See "The
Investment Advisor.")

The Investment Advisor is not registered as an investment
adviser under the Investment Advisers Act of 1940, as
amended.

THE BOARD OF DIRECTORS:  The Fund has two directors who serve as the Board of
Directors to the Fund. Don M. Seymour and Aldo
Ghisletta serve as directors to the Fund and will remain
directors until their resignation or removal. (See "The
Board of Directors.")

THE REGISTRAR: Fortis Prime Fund Solutions (Cayman) Limited acts as
share registration and transfer agent of the Fund (the
"Registrar") and is a company registered in the Cayman
Islands. The Registrar has a Trust License issued under
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the Banks and Trust Companies Law (2003 Revision) of
the Cayman Islands and has an unrestricted Mutual
Fund Administrator's License issued under the Mutual
Funds Law (2003 Revision) of the Cayman Islands.

The Registrar is one of the largest of the Cayman Islands'
licensed fund administrators providing full administrative
services to over 450 funds with net assets in excess of
$47 billion. The Registrar is a wholly-owned subsidiary
of Fortis Bapk (Cayman) Limited and is part of the Fortis
Group. (See "The Registrar.")

THE SHARES: This Confidential Offering Memorandum relates to an
offering of non-voting Class B Participating Shares in the
Fund (the "Class B Participating Shares™) to certain
investors that, if accepted, will become shareholders of
the Fund (each, a "Shareholder.”)

The Fund also has in issue Class A Participating Shares
(the "Class A Participating Shares” and together with the
Class B Participating Shares, the "Participating Shares™).
The Class A Participating Shares are held by shareholders
who invested in the Fund prior to February 1, 2006 and
have different redemption rights and less exposure to
Special Investments than the Class B Participating
Shares. Class A Participating Shares purchased prior to
February 1, 2006 may be redeemed on the last business
day of each calendar quarter upon 30 days prior written
potice to the Fund. In addition, up to 25% of the net asset
value of Class A Participating Shares may be designated
as Special Investments.

The Board of Directors may also establish other classes
of shares at such times and on such terms as may be
determined in its sole discretion. (See "The Shares.™)

The Fund has issued 100 founders shares, with a par
value of $1.00 per share which are currently owned by
Fortis Bank (Cayman) Limited, as trustee of The Ariel
Trust, a Cayman Islands trust (the "Founders Shares™).
The Founders Shares are the only shares issued by the
Fund that carry voting rights. Holders of Founders
Shares are not entitled to participate in the appreciation of
the Fund's assets, but are entitled to a return of par value
upon liquidation or dissolution of the Fund. (See "The

Shares.")
SPECIAL INVESTMENT The Fund also has the authority to issue Special
10010873.14 4
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Investment Shares (defined below) to the extent that the
Fund holds Special Investments. Upon the acquisition
of a Special Investment (or designation of an existing
investment as a Special Investment), the Fund will
allocate a pro rata portion of its assets atiributable to the
Class B Participating Shares to a new series of special
investment shares ("Special Investment Shares"), and
such series will represent the Special Investment
Immediately upon the Fund making or designating a
Special Investiment, the Investment Advisor will
determine the value of such Special Investment.

Special Investments generally will be valued at cost
unless the Investment Advisor determines, in its sole
discretion, that another valuation method represents the
Special Investments’ "fair value”.

Special Investment Shares will be issued in series and
each series will represent interests in one Special
Investment of the Fund. A portion of each series of the
Class B Participating Shares (based on each such series’
pro rata portion of the Net Asset Value (as defined
berein) of all Class B Participating Shares after taking
into account any accrued Management Fee) having an
aggregate Net Asset Value equal to the cost (or value, if
approprniate) of the Special Investment will be converted
(by redemption and reissue) to the new series of Special
Investment Shares. Each holder of Class B Participating
Shares shall receive a pro rata portion of the series of
Special Investment Shares converted from Class B
Participating Shares. Class B Participating Shares
converted to Special Investment Shares will not be
outstanding as of the date the related Special Investment
is made or designated. A series of Special Investment
Shares will not be converted back into the series of
Class B Participating Shares (or the successor to such
series) from which they were converted, until the
Special Investment represented by such series of Class
B Participating Shares is realized or the Investment
Advisor determines that such investment should no
longer be maintained as a Special Investment (any such
determination by the Investment Advisor with respect to
a Special Investment shall hereinafter be referred to as a
"Deemed Disposition”).

In the event the Fund makes an investment which the
Investment Advisor determines is a follow-up
investrent to a Special Investment (each, a "Follow-Up
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Investment”), the participating Shareholders in such
Special Investment shall share im such Follow-Up
Investment in proportion to their interest in the related
Special Investment Shares; provided, however, that the
Investment Advisor, in its reasonable discretion, may
permit additional Shareholders in such Special
Investment to participate in such Follow-Up Investment;
provided further, however, that if a Shareholder shall
have redeemed its shares from the Fund, the Investment
Advisor shall equitably adjust the percentage interests of
the remaining Shareholders to reflect such Withdrawn
Shareholder's non-participation in the Follow-Up
Investment. In its discretion, the Investment Advisor
need not designate as a "Follow-Up Investment” an
additional investment in the same or similar opportunity
as the investment for which Special Investment Shares
have been issued. Such investment may be designated
as a new Special Investment. (See "Special Investment
Shares.")

The Fund may offer Class B Participating Shares to
prospective new Shareholders as of the beginning of each
quarter (or at such other times as the Fund in its sole
discretion may allow).

The Class B Participating Shares will be offered in
series. The Class B Participating Shares that are issued
on the first date that Class B Participating Shares are
purchased will be designated Class B Participating
Shares of the initial series (the "Initial Series"). A new
series will be established on each date that Class B
Participating Shares are issued. Class B Participating
Shares issued to the same subscriber but on different
days will also be issued in separate series. Upon the
issuance of a series of Class B Participating Shares, an
account for such series will be created to which shall be
credited initially the subscription proceeds of such series
and thereafter the prorated portion of the profits and
gains (realized and unrealized) of the Fund and from
which shall be debited prorated losses, expenses and
liabilities of the Fund, including any accrued and unpaid
fees owed to the Investment Advisor with respect to
such series, and dividends and proceeds of redemption
in respect of shares of that series when paid.

The Fund may consolidate different series of Class B
Participating Shares into the Initial Series (or one or
more other series of Class B Participating Shares) of
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such class (based on the net asset value of each such
series being consolidated at the time of consolidation).
Net appreciation in net asset value will not be reduced
by prior years' investment losses (that is, there is no
"high water mark” concept in connection with the
consolidation of a series).

It is anticipated that no dividends will be paid on the
Class B Participating Shares. The Fund will retain and
reinvest the net income derived from its investments.
(See "The Offering of Shares.")

The minimum initial subscription is $1,000,000 and
subscriptions may be made in integral multiples thereafter
of $1,000, subject to the discretion of the Fund to accept
other amounts; provided, however, that under no
circumstances shall the Fund accept initial subscriptions
of less than $50,000 or such other minimum amount
specified from time to time under Cayman Islands law.
(See "The Offering of Shares.")

Shareholders may subscribe for additional shares in
amounts of at least $250,000, subject to the discretion of
the Board of Directors to accept other amounts. (See "The
Offering of Shares.")

There are no sales charges payable by the Investment
Advisor or the Fund in connection with the offering of
Participating Shares. (See "Sales Charges.")

The fiscal year of the Fund will end on December 31
of each calendar year.

The Board of Directors has delegated day-to-day
responsibility for valuing the Fund's assets to the
Investment Advisor. The net asset value of a class, or a
series, of the Class B Participating Shares will be equal
to the gross assets less the gross liabilities attributable to
such class or series of Class B Participating Shares as of
any date of determination.

Because the various series of a class of Participating
Shares will be issued at different dates, the net asset
value per Participating Share (the "Net Asset Value per
Share™) of each series of Participating Shares may
differ. The Net Asset Value per Share is generally
determined by first allocating any increase or decrease
in the net asset value of the Fund for the period of
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calculation among each class of Participating Shares,
then allocating any increase or decrease in the net asset
value of the relevant class for such period among each
series of Participating Shares of that class pro rata in
accordance with the net asset value of each such series
at the beginning of such period then dividing the net
asset value of such series by the number of outstanding
Participating Shares thereof. Participating Shares within
a series will have the same Net Asset Value per Share.
Any Management Fee (as defined below) or Incentive
Fee (as defined below) determined with respect to a
particular series of Participating Shares will be charged
against such series.

Given the illiquid nature of the Special Investments, the
net asset value of a series of Special Investrnent Shares
cannot be determined with the same degree of certainty
and will be carried on the books of the Fund at fair
value (generally, at cost) as determined by the
Investment Advisor until the occurrence of the
realization or Deemed Disposition of the Special
Investment (as described below).

In the case of a series of Class B Participating Shares to
which a senies of Special Investment Shares relates, the
amount of any dividends or other distributions with
respect to such Special Investment Shares and net profits
or loss realized upon the realization or Deemed
Disposition of such Special Investment Shares shall be
included in the determination of the increase in the Net
Asset Value attributable to such series of Class B
Participating Shares in the period in which such
dividends, distributions, realization or Decmed
Disposition occurred.

Upon the realization or Deemed Disposition of a
particular Special Investment (or a dividend or other
distribution with respect thereto), each holder of Special
Investment Shares of the series attributable to such
Special Investment that continues to hold Class B
Participating Shares of the series from which such Special
Investment Shares were converted (a "Continuing
Holder™) shall have its Special Investment Shares of such
series (or its portion of any dividend or distribution)
converted into a new series of -Class B Participating
Shares. Immediately upon the realization -or Deemed
Disposition of a Special Investment (or dividend or other
distribution with respect thereto), the Fund will allocate a
10010873.14 g
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pro rata portion of its assets (or any such dividend or
other distribution) attributable to such Special Investment
(adjusted for distributions to a Withdrawn Shareholder
(as defined below)) to the new senies of Participating
Shares, based on such series of Participating Shares' share
(adjusted for any Withdrawn Shareholder) of the cost (or
value, if appropriate) of the Special Investment. (See
"Determination of Net Asset Value.")

The Fund pays the Investmnent Advisor or its designee,
on a series-by-series basis, a Management Fee and an
Incentive Fee. In the case of Class B Participating
Shares held on or redeemed as of the end of a fiscal
year, the Fund will pay as of the last day of such fiscal
year (adjusted pro rata for any partial years): (i) a
management fee equal to 1% of the beginning net asset
value attributable to each such series of shares
(including  Special Investment  Shares) (the
"Management Fee") and (i) an Incentive Fee equal to
20% of the increase, if any, in the net asset value
attributable to each series of Class B Participating
Shares as of the last business day of the fiscal year from
either the net asset value attributable to each such series
as of the first day of the fiscal year or, in the case of
senies of such Class B Participating Shares purchased
during the fiscal year, the aggregate subscription price
paid for such series (the "Incentive Fee"). Net
appreciation in net asset value will not be reduced by
prior years' investment losses (that is, there is no "high
water mark” concept in the calculation of Incentive
Fees) or by investment losses with respect to another
series of Class B Participating Shares owned by such
Shareholder.

The Fund bas issued in the past, and may issue in the
foture, different classes of Participating Shares as to
which the Management Fees and Incentive Fees are
calculated on a different basis.

The Incentive Fee (and any accrued Management Fee)
on Special Investment Shares will be paid out of the
series of Class B Participating Shares (or the successor
to such series) from which such shares were converted
at the time of realization or Deemed Disposition of the
Special Investment.

Upon a redemption of Class B Participating Shares for
the purchase of Special Investment Shares, any accrued
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Incentive Fee shall be set aside (the "Set Aside Amount")
until the realization or Deemed Disposition of the Special
Investment to which such Special Investment Shares
relate. Upon the realization or Deemed Disposition of a
Special Investment, net realized or unrealized
appreciation or depreciation attributable to such Special
Investment shall be taken into account in determining the
Incentive Fee at the end of such fiscal year and shall be
aggregated with any Set Aside Amount.

The Fund and the Investment Advisor may agree to defer
the Incentive Fee and/or the Management Fees due under
the Investment Advisory Agreement. Up to 100% of the
amount of any Management Fee and/or Incentive Fee
which the Investment Advisor elects to defer in any year
may be invested in the same manner or different manner
as the Fund. As a result, the Investment Advisor may
participate in the investment performance of the Fund.
(See "Investment Advisory Agreement"; "Fees; Operating
and Other Expenses.")

The Fund will bear its own operating and other
expenses, including, but not limited to, investrnent-
related expenses (e.g., brokerage commissions, clearing
and settlement charges, custodial fees, interest expense,
consulting, legal and other professional fees relating to
particular investment opportunities, investment-related
travel and lodging expenses, investment- and trading-
related computer hardware and software, including,
without limitation, trade order management software
and risk management software and services), legal
expenses, accounting, audit and tax preparation
expenses, organizational expenses, expenses relating to
the offer and sale of Participating Shares, Incentive
Fees, Management Fees, extraordinary expenses and
other similar expenses related to the Fund. Except for
the Management Fee and the Incentive Fee, such
expenses will be shared on a pro rata basis by all of the
Shareholders of the Fund. A portion of research-related
expenses may be paid for using "soft dollars" (as
described below under "Brokerage Commissions”). To
the extent that expenses to be bome by the Fund are

" paid by the Investment Advisor in excess of its ratable
share, the Fund will reimburse the Investment Advisor
for such expenses.

In addition, the Fund is responsible for certain expenses
of the Investment Advisor, including, but not limited to,
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rent and salaries of personnel. Historically, such
expenses have not exceeded 1% of the Fund's net assets,
however, there can be no assurance that this will continue
to be true in the future.

If any of the above expenses are incurred jointly for the
account of the Fund and any other investment funds or
trading accounts sponsored or managed by the Investment
Advisor or its affiliates, such expenses will be aliocated
to the Fund and such other funds or accounts in 2 manner
as the Investinent Advisor considers fair and reasonable.
(See "Fees; Operating and Other Expenses"; "Brokerage
Commissions”; "Auditors; Reports.™)

REDEMPTIONS: A Shareholder may redeem all or part of its Class B
Participating Shares at the end of the calendar quarter
after the two-year anniversary of the date such Class B
Participating Shares were purchased (the "First
Redemption Date™) and, thereafter, on each anniversary
of the First Redemption Date upon 30 days prior written
notice to the Registrar.

Notwithstanding the foregoing, the redemption at the
request of a holder of any senes of Special Investment
Shares is not permitted, and a Shareholder generally
must hold Special Investment Shares umtil the
realization or Deemed Disposition (described below) of
the Special Investment represented by such Special
Investment Shares.

In addition, if a Shareholder redeems all or substantially
all of its outstanding Class B Participating Shares of a
series (a "Withdrawn Shareholder™) at a time when such
Withdrawn Shareholder holds Special Investment Shares
that were converted from Class B Participating Shares of
such series (or the successor to such series), a portion of
its proceeds with respect to such redemption may be
reserved or held back to pay for the Management Fee
expected to be earned over the life of the Special
Investments. Any unearned portion of the Management
Fee for which such reserve or holdback was made will be
paid to the Shareholder at final realization or Deemed
Disposition, together with Accrued Interest (as defined
below). To the extent, the amount reserved or held back
to pay Management Fees (as described above) does not
cover Management Fees that would otherwise be payable
over the life of the Special Investment, then such unpaid
Management Fees may be paid out of profits, if any,
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earned in respect of such Special Investment for the
period beginning from the time such shortfall begins to
accrue until realization or Deerned Disposition. "Accrued
Interest” is the amount of interest earned on any amount
held back that, at the time of calculation, has not been
applied to the Management Fees in respect of any Special
Investment Shares of a Shareholder that has redeemed all
or substantially all of its Class B Participating Share

holdings.

Each date as of which a Shareholder redeems all or a
portion of its Class B Participating Shares from the
Fund is herein referred to as a "Redemption Date.”

Redemption requests received for any Redemption Date
may be limited to an amount equal to 25% of the net
asset value of the Fund as of such date (the "Gate"). If
redemption requests for a Redemption Date exceed the
Gate, the Board of Directors may, in its sole discretion,
(1) satisfy all such redemption requests or (ii) reduce
such redemption requests pro rata in accordance with
the aggregate net asset value of the Participating Shares
held by each of the redeemimg Shareholders, so that only
25% (or more, in the discretion of the Board of
Directors) of the net asset value of the Fund is redeemed
as of such date.

A redemption request that, solely as a result of the Gate,
is not satisfied shall be carried forward for redemption
or purchase as of the following Redemption Date until
such request has been complied with in full; provided
that requests for redemption which have been carried
forward from an earlier Redemption Date shall (subject
always to the foregoing limits) be complied with in
prority to later requests.

The Board of Directors may waive notice requirements or
permit redemptions under such circumstances and
conditions as it, in its sole discretion, deems appropriate.

The redeeming Shareholder will receive the amount of
its redeemed Class B Participating Shares in cash (ess
reserves determmined by the Investment Advisor for
contingent liabilities) within 90 days after redemption.
If a Shareholder elects to redeem more than 95% of its
Class B Participating Shares, the Fund will pay the
Shareholder an amount equal to at least 95% (less a
reserve of 5% pending audited financial statements) of
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its estimated redemption proceeds (on the basis of
unaudited data) as of the Redemption Date within 30
days after the Redemption Date, or sooner if the Board
of Directors determines that funds to settle the
redemption are available. The balance will be paid
(subject to audit adjustments), without interest, within
30 days after completion of the audit of the Fund's
books for such fiscal year.

The redemption price of Class B Participating Shares
will be based on the per share net asset value of the
Fund attributable to the series of Class B Participating
Shares of which the redeemed Class B Participating
Shares are a part as of the relevant Redemption Date.
Partial redemptions are permitted so long as a
redeeming Shareholder, after such redemption,
continues to own at least $500,000 (or such other
amount as the Board of Directors may from time to time
determine either generally or in any particular case) of
Class B Participating Shares of one or more senes. (See
"Redemptions.™)

The Board of Directors may declare a suspension of the
determination of the prices of Participating Shares and the
redemption rights of Participating Shares for the whole or
any part of any period (i) during which by reason of the
closure of or the suspension of trading on any money or
foreign exchange market or commodities exchange or
stock exchange, (ii) of a breakdown in any of the means
normally employed by the Board of Directors or the
Investment Advisor on behalf of the Board of Directors m
ascertaining the value of securities or other assets, (iii)
where, for any other reason, the value of any securities or
assets owned or contracted for by the Fund cannot, in the
opinion of the Board of Directors, be reasonably
ascertained or (iv) where circumstances exist as a result
of which, in their opinion it is not reasonably practicable
for the Fund to realize any securities or other assets
owned or contracted for by the Fund which together
constitute a material proportion of the overall assets of the
Fund.

Such suspension shall take effect at such times as the
Board of Directors shall specify, but not later than the
close of business of the business day following the
declaration and shall continue until the Board of Directors
declare the suspension at end, except that the suspension
shall terminate in any event on the day following the first
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business day on which (i) the condition giving nse to the
suspension ceases to exist and (ii) no other condition
under which suspension is authorized exists.

In addition, the Board of Directors, by written notice to
any Shareholder, may suspend the redemption rights of or
payment of proceeds to such Shareholder if the Board of
Directors reasonably deem it necessary to do so to
comply with anti-money laundering laws and regulations
applicable to the Fund, the Investment Advisor or any of
the Fund's other service providers. (See "Redemptions-
Suspension of Redemption Rights; Compulsory
Redemption; and Mandatory Redemption; Anti-Money
Laundering Regulations.™)

The Fund, in the Board of Directors’ discretion, upon at
least thirty days prior written notice to any Shareholder,
may compel the redemption of all (but not some) of such
Shareholder's Class B Participating Shares at any tirne,
with or without cause if, in the opinion of the Board of
Directors, the redemption of such Shareholder's Class B
Participating Shares is, was or may be in the best interests
of the Fund.  (See "Redemptions-Suspension of
Redemption  Rights;  Compulsory = Redemption;
Mandatory Rederoption of All Shareholders; and Anti-
Money Laundering Regulations.")

MANDATORY REDEMPTION In addition, the Fund will mandatorily redeem all
OF ALL SHAREHOLDERS: Shareholders of the Fund upon the first to occur of the
following events: (i) on December 31, 2033, or the next
succeeding business day; (ii)in the event of the
termination of the agreement with the Investment
Advisor unless a new agreement is entered into upon
such termination with an investment advisor that is J.
Ezra Merkin or an entity legally or beneficially owned
as to 51% by J. Ezra Merkin or any family member of J.
Ezra Merkin (iii) upon the incapacity or death of J. Ezra
Merkin; or (iv)following a determination by the
Directors that the Fund should be dissolved. (See
"Redemptions-Mandatory ~ Redemption of  All

Shareholders.™)
RESTRICTIONS ON Class B Participating Shares and Special Investment
TRANSFER: Shares may not be pledged, assigned, hypothecated,

sold, exchanged or transferred without the prior written
consent of the Board of Directors, which consent may
be given or withheld, in its discretion. Any attempt to
pledge, assign, hypothecate, sell, exchange or transfer
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Class B Participating Shares and Special Investment
Shares without the prior approval of the Board of
Directors may subject such shares to compulsory
redemption. There is no independent market for the
purchase or sale of Class B Participating Shares or
Special Investment Shares and nome is expected to
develop. Subscribers must represent that they are
purchasing shares for investment. (See "Suitability
Requirements; Limitations on Transferability.")

CERTAIN RISK FACTORS: There can be no assurance that the investment objective
of the Fund will be achieved. Investments in illiquid
securities and the use of short sales, options, leverage,
futures and other derivative instruments may create
special risks and substantially increase the impact of
adverse price movements on the Fund's portfolio. The
Incentive Fee to the Investment Advisor may create an
incentive for the Investment Advisor to cause the Fund
to make investments that are riskier than it would
otherwise make. Moreover, an investment in the Fund
provides limited liquidity since the Class B Participating
Shares are not freely transferable, and the Shareholders
will have limited redemption nights. (See "Certain Risk
Factors.")

LEVERAGE: The Fund has the power to borrow and may do so when
deemed appropriate by the Investment Advisor,
including to enhance the Fund's returns and meet
redemptions that would otherwise result in the
premature liquidation of investments. The use of
leverage can, in certain circumstances, substantially
increase the losses to which the Fund's investment
portfolios may be subject. (See "Certain Risk Factors.”)

BROKERAGE COMMISSIONS:  Portfolio transactions for the Fund will be allocated to
brokers on the basis of best execution and in
consideration of a broker's ability to effect the
transactions, its facilities, reliability and financial
responsibility and the provision or payment by the
broker of the costs of research and research-related
services which are of benefit to the Fund, the Investment
Advisor or related funds and accounts. Accordingly, the
commission rates (or dealer markups and markdowns
arising in connection with riskless principal
transactions) charged to the Fund by brokers in the
foregoing circumstances may be higher than those
charged by other brokers who may not offer such
services. The Investment Advisor has not entered into,
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and does not expect to enter into, any written soft dollar
arrangements.

Morgan Stanley & Co., Inc. (the "Prime Broker")
currently serves as the principal prime broker for the
Fund and clears (generally on the basis of payment
against delivery) the Fund's securities transactions that
are effected through other brokerage firms. The Fund is
pot committed to continue its relationship with the
Prime Broker for any minimum period and the
Investment Advisor may select other or additional
brokers to act as prime brokers for the Fund. (See
"Brokerage Commissions.")

CONFLICTS OF INTEREST: The Investment Advisor and its affiliates will provide
investment management services to managed accounts
and other investment funds some of which have sirnilar
investment objectives to those of the Fund. Such
activities may raise conflicts of interest. However, the
Investment Advisor or its affiliates, as applicable, will
undertake to do so in a manner that is consistent with
their respective fiduciary duties to the Fund. (See
"Conflicts of Interest.")

U.S. REGULATORY MATTERS: The Fund is not required to register as an investment
company and, therefore, is not required to adhere to
certain investment policies under the U.S. Investment
Company Act of 1940, as amended (the "Investment
Company Act"). The Fund complies with Section
3(c)(7) of the Investment Company Act with respect to
its sale of Shares to Permitted U.S. Persons (defined
below) and, accordingly, such sales will be made on a
private placement basis to Permitted U.S. Persons that
are "qualified purchasers” as defined under the
Investment Company Act.

The Investment Advisor is not registered as an
investment adviser under the Investment Advisers Act
of 1940, as amended. (See "The Investment Advisor”
and "Suitability Requirements; Limitations on
Transferability.™)

SUITABILITY: Class B Participating Shares are being offered to
(i) persons who are not "U.S. Persons (as that term is
defined herein under "Suitability Requirements;
Limitations on Transferability™), and (ii) to Tax-Exempt
U.S. Persons (as defined herein under "Tax Aspects-
Tax-Exempt U.S. Persons") including tax-exempt
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entities subject to the U.S. Employee Retirement
Income Security Act of 1974, as amended, and entities
substantially all of the ownership interests in which are
held by Tax-Exempt U.S. Persons (collectively,
"Permitted U.S. Persons"). Each Permitted U.S. Person
that purchases Class B Participating Shares must be,
among other things, an "accredited investor" as defined
in Rule 501 under the Securities Act of 1933, as amended
and a "qualified purchaser,” as that term is defined in
Section 2(a}51) of the Investment Company Act. U.S.
taxable investors should invest in the U.S. Partnership.

The Board of Directors, in its sole discretion, may
decline to admit a prospective investor for any reason or
for no reason, even if it satisfies the Fund's suitability
requirements. (See  "Suitability Requirements;
Limitations on Transferability.")

TAXATION: Based on the Fund's organizational structure, anticipated
methods of operation and features as described herein, the
Fund generally should not be subject to U.S. federal
income tax on gains from trading in securities and
commodities. In addition, interest from U.S. sources
eamed on bank deposits and "portfolio interest” as
defined under the U.S. Internal Revenue Code of 1986, as
amended, are not subject to withholding for U.S. federal
income tax. However, dividend income and certain other
interest from U.S. sources are subject to 30%
withholding.

There is, at present, no direct taxation in the Cayman
Islands and interest, dividends and gains payable to the
Fund will be received free of all Cayman Islands taxes.
The Fund is an exempted company under Cayman
Islands law. The Fund has received an undertaking as to
tax concessions pursuant to Section 6 of the Tax
Concessions Law (1999 Revision) which provides that,
for a period of 20 years from the date of issue of the
undertaking (being 24 Japuary 1989), no law thereafter
enacted in the Cayman Islands imposing any taxes to be
levied on profits, income, gains or appreciations will
apply to the Fund or its operations.

There can be no assurance that the U.S. or Cayman
Islands tax laws will not be changed adversely with
respect to the Fund and its Shareholders or that the Fund's
tax status will not be successfully challenged by such
) authorities.
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Potential Shareholders should consult their own advisors
regarding tax treatment by the jurisdiction applicable to
them. Shareholders should rely only upon advice
received from their own tax advisors based upon their
own individual circumstances and the laws applicable to
them. (See "Tax Aspects.™)

ERISA AND OTHER TAX- Tax-exempt entities subject to the U.S. Employee

EXEMPT ENTITIES: Retirement Income Secunty Act of 1974, as amended
("ERISA"), and other tax-exempt entities may purchase
Class B Participating Shares of the Fund. Trustees or
administrators of such entities are urged to carefully
review the matters discussed in this Memorandum.
Investment in the Fund by entities subject to ERISA and
other tax-exempt entities requires special considerations.
The Fund does not intend to permit investments by
"benefit plan investors"” (as defined in U.S. Department of
Labor Plan Asset Regulation, 29 CFR 2510.3-101) to
equal or exceed 25% of the value of any class of Class B
Participating Shares in the Fund. (See "Certain Risk
Factors”, "Tax Aspects” and "ERISA Considerations.")

AUDITORS: BDO Tortuga serves as the Fund's auditor. The Fund will
provide to the Shareholders unaudited financial
statements within 35 days after the end of each calendar
quarter (other than the last) and will fumish to them
annual andited financial statements within 120 days after
year-end. Certain Shareholders may have access to
certain information regarding the Fund that may not be
available to other Shareholders. Such Shareholders may
make investment decisions with respect to their
investment in the Fund based on such information.

LEGAL COUNSEL: Schulte Roth & Zabel LLP, 919 Third Avenue, New
York, New York 10022, acts as counsel to the Fund in
connection with its offering of Class B Participating
Shares. Schulte Roth & Zabel LLP also acts as counsel to
the Investment Advisor and its affiliates. Maples and
Calder, Grand Cayman, Cayman Islands, acts as Cayman
Islands counsel to the Fund. In connection with the
offering of Class B Participating Shares and subsequent
advice to the Fund, the Investment Advisor, its affiliates,
Schulte Roth & Zabel LLP and Maples and Calder will
not be representing Shareholders. No independent
counsel has been retained to represent Shareholders.

SUBSCRIPTION FOR Prospective Shareholders interested in subscribing for
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INTEREST: Class B Participating Shares will be furnished, and will
be required to complete and return to the Fund,
subscription documments.
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THE FUND

Ariel Fund Limited, a Cayman Islands exempted company formed on December
28, 1988 (the "Fund"), was organized to operate as a private investment fund for the benefit of
non-U.S. and Permitted U.S. Persons (as defined below) and any investors that the Fund's board
of directors deems appropriate.

Gabriel Capital, L.P., a Delaware limited partnership organized for U.S. taxable
investors, follows an investment program substantially similar to that of the Fund (the "U.S.
Partnership”). The owner of the Investment Advisor (as defined below) also serves as the
general partner of the U.S. Partnership. The U.S. Partnership and the Fund will invest on a side-
by-side basis, unless differences in the investments of the U.S. Partnership or the Fund are
deemed to be in the best interests of the respective fund's investors.

INVESTMENT PROGRAM

The Fund's investment objective is to provide shareholders with a total return on
their investment consisting of capital appreciation and income by investing in a diverse portfolio
of securities. Generally, the Fund will invest and trade in U.S. and non-U.S., marketable and
non-marketable, equity and debt securities and options, as well as other evidences of ownership
interest or indebtedness, including receivership certificates, and promissory notes and payables
to trade creditors of distressed companies or companies in Chapter 11 bankruptcy proceedings,
and commeodities contracts, futures contracts (relating to stock indices, options on stock indices,
commodities and options on commodities) and forward contracts. The Fund will invest in the
securities of corporations believed to be fundamentally undervalued. The Fund will also make
indirect investments with third-party managers, including investments through managed
accounts and investments in mutual funds, private investment partnerships, closed-end funds and
otber pooled investment vehicles (including special purpose vehicles), which engage in similar
investment strategies as the Fund (collectively, "Other Investment Entities”). The Fund expects
to invest in private and restricted securities. The Fund may utilize leverage when deemed
appropriate by the Investment Advisor (as defined below), including to enhance the Fund's
returns ‘and meet redemptions that would otherwise result in the premature liquidation of
investments. There can be no assurance that the Fund's investment objective will be
achieved.

When the Fund engages in investments through Other Investment Entities, fees,
including performance-based fees, may be payable by the Fund, in addition to the fees payable to
the Investment Advisor discussed below. In such cases, the Investment Advisor will retain
overall investment responsibility for the portfolio of the Fund (although not the investment
decisions of any independent money managers managing Other Investment Entities). Such
arrangements are subject to periodic review by the Investment Advisor and are terminable at
reasonable intervals in the Investment Advisor’s discretion. The Fund may withdraw from or
invest in different investment funds and terminate or enter into new investment advisory
agreements without prior notice to, or consent of, the Shareholders.

From time to tire, the Investment Advisor may, in its sole discretion, acquire
assets or securities that the Investrnent Advisor believes lack a readily ascertainable market value
or otherwise lack sufficient liquidity. Certain of these investments (not exceeding 40% of the net
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asset value of the Class B Participating Shares (as defined below), calculated at the time such
investments are designated, and with such investments valued at cost) may be designated special
investments (each a2 "Special Investment") as the Investment Advisor shall determine in its sole
discretion. In addition, existing investments may be designated Special Investments and will be
valued at their carry value when so designated. Shares attributable to a Special Investment
are allocated pro rata to those investors that are Shareholders (defined below) at the time a

Special Investment is made (or designated).

The Investment Advisor will not permit more than the greater of 50% of the
Fund's capital and 25% of the Fund's total assets (on a cost basis, giving consideration to hedging
techniques utilized) to be invested in a single investment. Moreover, it will not permit more than
10% of the Fund's capital to be placed at risk in a single investment. The Investment Advisor
will have the discretion to determine how much 1s at risk for purposes of this test.

The Investment Advisor intends, to the extent circumstances permit, to adopt a
selective approach in evaluating potential investment situations, generally concentrating on
relatively fewer transactions he can follow more closely. The Investment Advisor expects to
primarily engage in distressed and bankruptcy investing (including private equity investments)
and risk and other arbitrage transactions (including capital structure arbitrage transactions).
There can be no assurance that any of the hoped-for benefits of the foregoing approach will be
realized. Moreover, the Investment Advisor reserves the night to deviate from the foregoing
approach to the extent he deems appropriate. To the extent that the Fund trades in commodities
and futures and related options, the Fund will incur additional risks. Because of the low margin
deposits normally required in futures trading, the same risks as those resulting from leverage
described below will be particularly present. In addition, due to market and regulatory factors,
commodities and futures and related options may be less liquid than other types of investments.

The Investment Advisor reserves the right to alter or modify some or all of the
Fund's investment strategies in light of available investment opportunities to take advantage of
changing market conditions, where the Investment Advisor, in its sole discretion, concludes that
such alterations or modifications are consistent with the goal of maximizing returns to investors,
subject to what the Investment Advisor considers an acceptable level of risk.

The Fund will execute its trades through unaffiliated brokers, who may be
selected on a basis other than that which will necessarily result in the lowest cost for each trade.
Clearing, settlement and custodial services will be provided by one or more unaffiliated
brokerage firms.

* * &

The descriptions contained herein of specific strategies that the Fund may
engage in should not be understood as in any way limiting the Fund's investiment activities.
The Fund may engage in investment strategies that are not described herein, but that
Investment Advisor considers appropriate.

The Fund's investment program is speculative and may entail substantial
risks. Since market risks are inherent in all investments to varying degrees, there can be
no assurance that the Fund's investment objectives will be achieved. Im fact, certain

10010873.14 21

GCC-NYAG0000678




investnent practices described above can, in some circumstances, substantially increase the
adverse impact on the Fund's investment portfolios. (See ""Certain Risk Factors").

THE INVESTMENT ADVISOR

The Fund's assets are invested by Gabriel Capital Corporation (the "Investment
Advisor"), a Delaware corporation, pursuant to the terms of an Investment Advisory Agreement
between the Investment Advisor and the Fund (the "Investment Advisory Agreement") subject to
the policies and control of the board of directors of the Fund (the "Board of Directors™). All of
the outstanding capital stock of the Investment Advisor is owned or controlled by J. Ezra
Merkin.

Mr. Merkin is currently the general partner of Gabriel Capital, L.P. and Ascot
Partners, L.P. and is involved in managing several other offshore funds. Prior to that, Mr.
Merkin served as Managing Partner of Gotham Capital, L.P., an investrnent Fund, from 1985 to
1988. Mr. Merkin was associated with Halcyon Investments from 1982 to 1985 and with the law
firm of Milbank, Tweed, Hadley & McCloy from 1979 to 1982. Mr. Merkin graduated from
Columbia College magna cum laude and is a member of Phi Beta Kappa. He is an honors
graduate of Harvard Law School. Mr. Merkin currently serves as chairman of the investment
committee of two private endowment funds.

The Investment Advisor is not registered as an investment adviser under the
Investment Advisers Act of 1940, as amended.

THE BOARD OF DIRECTORS

The Fund has two directors who serve as the Board of Directors to the Fund. Don
M. Seymour and Aldo Ghisletta serve as directors to the Fund and will remain directors until
their resignation or removal. The directors, who each serve in a non-executive capacity, have
delegated the day-to-day operation of the Fund to service providers, including the Investment
Advisor and the Registrar (as defined below). In performing their duties, the directors are
entitled to, and generally do, rely upon work performed by and information received from such
service providers.

Biographical information relating to the directors is set forth below:

Don M. Seymour. Don Seymour is a Managing Director of dms Management
Ltd., a company management firm licensed and regulated under the laws of the Cayman Islands,
where he serves on the boards of several notable investment companies. He is also a previous
Director of the Cayman Islands Monetary Authority, an independent govemment agency
responsible for the regulation of the financial services industry and of Cayman Airways Limited,
the national airline of the Cayman Islands. He is a Notary Public and a previous member of the
Trade & Business Licensing Board of the Cayman Islands.

Prior to founding dms Management Ltd., Mr. Seymour was the Head of the
Investment Services Division of the Cayman Islands Monetary Authority where he directed the
authorization, supervision and enforcement of regulated mutual funds under the Mutual Funds
Law, and the supervision of company managers under the Companies Management Law, of the
Cayman Islands. Prior to that, he was a Manager, Audit and Business Advisory Services, with
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Price Waterhouse where he was responsible for serving major investment management clients.

He holds a BBA degree in Accounting from the University of Texas at Austin and
qualified as a Certified Public Accountant in the State of Illinois.

Aldo Ghisletta. Aldo Ghisletta is a Director of dms Management Ltd., a company
management firm, licensed and regulated under the laws of the Cayman Islands. Previously, he
was General Manager of Morval Bank & Trust Cayman Ltd. where he directed its private
banking, mutual fund administration, trust and companies administration operations in the
Cayman Islands. Prior to that, he was Vice-President of Banca Unione di Credito, a Swiss
banking group, where he was responsible for its mutual funds administration, securities trading,
accounting and administration operations in Lugano and Zurich. He holds a degree in Banking
and Accounting from the Unione di Banche Svizzere, Bellinzona.

Additional directors may be appointed from time to time. The Articles of
Association provide for the appointment of alternate directors who have all of the rights and
powers of the directors in whose stead such persons are appointed. A director cannot vote in
respect of any agreement or transaction in which he or she has a material interest unless the
material facts of such interest are disclosed in good faith at a meeting of the directors, or in
writing to the directors, and no other director objects to the interested director voting on such
matter.

. The Fund has agreed to indemnify and hold harmless members of the Board of
Directors, auditors and officers from and against any loss or expense which they, or any of them,
shall or may incur or sustain by reason of any act done or omitted in the execution of their duties
in their respective offices, unless they incur or sustain such loss or expense by or through their
own willful neglect or willful default.

Directors are each paid $5,500 annually for their services.
THE REGISTRAR

Fortis Prime Fund Solutions (Cayman) Limited acts as share registration and
transfer agent of the Fund (the "Registrar”), and is a company registered in the Cayman Islands.
The Registrar has a Trust License issued under the Banks and Trust Companies Law (2003
Revision) of the Cayman Istands and has an unrestricted Mutual Fund Administrator's License
issued under the Mutual Funds Law (2003 Revision) of the Cayman Islands.

The Registrar is one of the largest of the Cayman Islands' licensed fund
administrators providing full administrative services to over 450 funds with net assets in excess
of $47 billion. The Registrar is a wholly-owned subsidiary of Fortis Bank (Cayman) Limited
and is part of the Fortis Group.

SUBSCRIPTION PROCEDURE

Persons interested in subscribing for Class B Participating Shares (as defined
below) will be furnished with, and will be required to complete and return to the Registrar,
subscription documents and certain other documents and wire their subscription monies (net of
charges) to the Fund's subscription account as detailed in the subscription document. The
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Registrar's address is: P.O. Box 2003 GT, Grand Pavilion Commercial Center, 802 West Bay
Road, Grand Cayman, Cayman Islands. Please direct inquiries to the Share Registration Group
at the Registrar, Telephone: (345) 949-7942 and Facsimile: (345) 914-9903.

Each subscriber will also be required to acknowledge in its subscription
application that the Fund, the Registrar and/or the Investment Advisor, and any of their affiliates,
may disclose to each other, to any other service provider to the Fund or to any regulatory body in
any applicable jurisdiction copies of the subscriber's subscription application, including details
of that Shareholder's holdings in the Fund, historical and pending transactions in the Class B
Participating Shares and the values thereof, and any information concerning the subscriber
provided by the subscriber to the Fund, the Registrar, the Investment Advisor or to any of their
affiliates and any such disclosure shall not be treated as a breach of any restriction upon the
disclosure of information imposed on such person by law or otherwise.

THE OFFERING OF SHARES

The Fund may offer Class B Participating Shares to prospective new Shareholders
as of the beginning of each quarter (or at such other times as the Fund in its sole discretion may
atlow).

The Class B Participating Shares will be offered in sertes. The Class B
Participating Shares that are issued on the first date that Class B Participating Shares are
purchased will be designated Class B Participating Shares of the initial series (the "Initial
Series”). A new series will be established on each date that Class B Participating Shares are
issued. Class B Participating Shares issued to the same subscriber but on different days will also
be issued in separate series. Upon the issuance of a series of Class B-Participating Shares, an
account for such series will be created to which shail be credited initially the subscription
proceeds of such series and thereafter the prorated portion of the profits and gains (realized and
unrealized) of the Fund and from which shall be debited prorated losses, expenses and liabilities
of the Fund, including any accrued and unpaid fees owed to the Investment Advisor with respect
to such series, and dividends and proceeds of redemption in respect of shares of that series when
paid.

The Fund may consolidate different series of Class B Participating Shares into the
Initial Series (or one or more other series of Class B Participating Shares) of such class (based on
the net asset value of each such series being consolidated at the time of consolidation). Net
appreciation in net asset value will not be reduced by prior years' investment losses (that is, there is
no "high water mark” concept in connection with the consolidation of a series).

It is anticipated that no dividends will be paid on the Class B Participating Shares.
The Fund will retain and reinvest the net income derived from its investments.

The minimum initial subscription is $1,000,000 and subscriptions may be made in
integral multiples thereafter of $1,000, subject to the discretion of the Fund to accept other
amounts; provided, however, that under no circumstances shall the Fund accept initial
subscriptions of less than $50,000 or such other minimum amount specified from time to time
under Cayman Islands law. Shareholders may subscribe for additional shares in amounts of at
least $250,000, subject to the discretion of the Board of Directors to accept other amounts.
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In providing services to the Fund, neither the Board of Directors, the Investment
Advisor nor the Registrar acts as guarantor or offeror of the Class B Participating Shares.

THE SHARES

The Fund has authorized capital of 1,500,000 participating non-voting shares, of a
pominal par value of $0.01 per share and 1,000 non-participating voting shares, of a nominal par
value of $1.00 per share (the "Founders Shares”). The Fund is offering non-voting Class B
Participating Shares pursuant to this Confidential Offering Memorandum (the "Class B
Participating Shares™). The Fund has Class A Participating Shares outstanding that are held by
shareholders who invested in the Fund prior to February 1, 2006 (the "Class A Participating
Shares” and together with the Class B Participating Shares, the "Participating Shares”) that have
different redemption rights and less exposure to Special Investments than the Class B Participating
Shares. Class A Participating Shares purchased prior to February 1, 2006 may be redeemed on the
last business day of each calendar quarter upon 30 days prior written notice to the Fund. In
addition, up to 25% of the net asset value of Class A Participating Shares may be designated as
Special Investments. Class B Participating Shares may not be redeemed until the end of the
calendar quarter after the two-year anniversary of the date such Class B Participating Shares were
purchased (the "First Redemption Date™) and, thereafter, on each anniversary of the First
Redemption Date upon 30 days prior written notice to the Fund.

The Founders Shares are the only shares issued by the Fund that carry voting rights.
All of the Founders-Shares of the Fund are currently owned by Fortis Bank (Cayman) Limited, as
trustee of The Anel Trust, a Cayman Islands trust. Holders of Founders Shares are not entitled to
participate in the appreciation of the Fund's assets, but are entitled to a retwrn of par value upon
liquidation or dissolution of the Fund.

The Board of Directors may also establish other classes of shares at such times and
on such terms as may be determined in its sole discretion.

All Shareholders are entitled to the benefit of, and are bound by and are deemed
to have notice of, the provisions of the Memorandum of Association and Articles of Association
of the Fund.

Under the terms of the Fund's Memorandum of Association and Articles of
Association, the liability of the Shareholders is limited to any amount unpaid on their Shares. As
the Shares can only be issued if they are fully paid, the Shareholders will not be liable for any
debt, obligation or default of the Fund beyond their interest in the Fund.

SPECIAL INVESTMENT SHARES

The Fund also has the authority to issue Special Investment Shares (defined
below) to the extent that the Fund holds Special Investments. Upon the acquisition of a Special
Investment (or designation of an existing investment as a Special Investment), the Fund will
allocate a pro rata portion of its assets attributable to the Class B Participating Shares to a new
series of special investment shares ("Special Investrnent Shares”), and such series will represent
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the Special Investment. Immediately upon the Fund making or designating a Special Investment,
the Investment Advisor will determine the value of such Special Investment.

Special Investments generally will be valued at cost unless the Investment
Advisor determines, in its sole discretion, that another valuation method represents the Special
Investments’ "fair value”.

Special Investment Shares will be issued in series, and each series will represent
interests in one Special Investment of the Fund. A portion of each series of the Class B
Participating Shares (based on each such series’ pro rafa portion of the Net Asset Value (as
defined herein) of all Class B Participating Shares after taking into account any accrued
Management Fee) having an aggregate Net Asset Value equal to the cost (or value, if
appropriate) of the Special Investment will be converted (by redemption or reissue) to the new
series of Special Investment Shares. Each holder of Class B Participating Shares shall receive a
pro rata portion of the series of Special Investment Shares converted from Class B Participating
Shares. Class B Participating Shares converted to Special Investment Shares will not be
outstanding as of the date the related Special Investment is made or designated. A series of
Special Investment Shares will not be converted back into the series of Class B Participating
Shares (or the successor to such series) from which they were converted, until the Special
Investment represented by such series of Class B Participating Shares is realized or the
Investment Advisor determines that such investment should no longer be maintained as a Special
Investment (any such determination by the Investment Advisor with respect to a Special
Investment shall hereinafter be referred to as a2 "Deemed Disposition™).

In the event the Fund makes an investment which the Investment Advisor
determines is a follow-up investment to a Special Investment (each, a "Follow-Up Investment"),
the participating Shareholders in such Special Investment shall share in such Follow-Up
Investment in proportion to their interest in the related Special Investment Shares; provided,
however, that the Investment -Advisor, in its reasonable discretion, may permit additional
Shareholders in such Special Investment to participate in such Follow-Up Investment; provided
further, however, that if a Sharcholder shall have redeemed its shares from the Fund, the
Investment Advisor shall equitably adjust the percentage interests of the remaining Shareholders
to reflect such Withdrawn Shareholder’s non-participation in the Follow-Up Investment. In its
discretion, the Investment Advisor need not designate as a "Follow-Up Investment" an additional
investment in the same or similar opportunity as the investment for which Special Investment
Shares have been issued. Such investment may be designated as a new Special Investment.

SALES CHARGES

There are no sales charges payable to the Investment Advisor or the Fund in
connection with the offering of Participating Shares.

FISCAL YEAR

The fiscal year of the Fund will end on December 31 of each calendar year.
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DETERMINATION OF NET ASSET VALUE

The Board of Directors has delegated day-to-day responsibility for valuing the
Fund's assets to the Investment Advisor. The net asset value of a class, or a senies, of the Class B
Participating Shares will be equal to the gross assets less the gross liabilities attributable to such
class or series of Class B Participating Shares as of any date of determination.

Because the various series of a class of Participating Shares will be issued at
different dates, the net asset value per Participating Share (the "Net Asset Value per Share") of
each series of Participating Shares may differ. The Net Asset Value per Share is geperally
determined by first allocating any increase or decrease in the net asset value of the Fund for the
period of calculation among each class of Participating Shares, then allocating any increase or
decrease in the net asset value of the relevant class for such period among each series of
Participating Shares of that class pro rata in accordance with the net asset vaiue of each such
series at the beginning of such period, then dividing the net asset value of such series by the
number of outstanding Participating Shares thereof. Participating Shares within a series will
have the same Net Asset Value per Share. Any Management Fee (as defined below) or Incentive
Fee (as defined below) determined with respect to a particular series of Participating Shares will
be charged against such series.

Given the illiquid nature of the Special Investrnents, the net asset value of a series
of Special Investment Shares cannot be determined with the same degree of certainty and will be
carried on the books of the Fund at fair value (generally, at cost) as determined by the
Investment Advisor until the occurrence of the realization or Deemed Disposition of the Special
Investment (as described below).

In the case of a series of Class B Participating Shares to which a series of Special
Investment Shares relates, the amount of any dividends or other distributions with respect to such
Special Investment Shares and net profits or loss realized upon the realization or Deemed
Disposition of such Special Investment Shares shall be included in the determination of the
increase in the Net Asset Value attributable to such series of Class B Participating Shares in the
period in which such dividends, distributions, realization or Deemed Disposition occurred.

Upon the realization or Deemed Disposition of a particular Special Investment (or a
dividend or other distribution with respect thereto), each holder of Special Investment Shares of the
series attributable to such Special Investment that continues to hold Class B Participating Shares of
the series from which such Special Investment Shares were converted (a "Continuing Holder™)
shall have its Special Investment Shares of such series (or its portion of any dividend or
distribution) converted into a new series of Class B Participating Shares. Immediately upon the
realization or Deemed Disposition of a Special Investment (or dividend or other distribution with
respect thereto), the Fund will allocate a pro rata portion of its assets (or any such dividend or other
distribution) attributable to such Special Investment (adjusted for distributions to a Withdrawn
Shareholder (as defined below)) to the new series of Participating Shares, based on such series of
Participating Shares’ share (adjusted for any Withdrawn Shareholder) of the cost (or value, if
appropriate) of the Special Investment.
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INVESTMENT ADVISORY FEES: OPERATING AND OTHER EXPENSES

The Fund pays the Investment Advisor or its designee, on a series-by-series basis,
a Management Fee and an Incentive Fee. In the case of Class B Participating Shares held on or
redeemed as of the end of a fiscal year, the Fund will pay as of the last day of such fiscal year
(adjusted pro rata for any partial years): (i) a management fee equal to 1% of the beginning net
asset value attributable to each such series of shares (including Special Investment Shares) (the
"Management Fee") and (ii) an Incentive Fee equal t0 20% of the increase, if any, in the net
asset value attributable to each series of Class B Participating Shares as of the last business day
of the fiscal year from either the net asset value attributable to each such series as of the first day
of the fiscal year or, in the case of series of such Class B Participating Shares purchased during
the fiscal year, the aggregate subscription price paid for such series (the "Incentive Fee"). Net
appreciation in net asset value will not be reduced by prior years' investment losses (that is, there
is no "high water mark™ concept in the calculation of Incentive Fees) or by investment losses
with respect to another series of Class B Participating Shares owned by such Shareholder.

The Fund has issued in the past, and may issue in the future, different classes of
Participating Shares as to which the Management Fees and Incentive Fees are calculated on a
different basis.

The Incentive Fee (and any accrued Management Fee) on Special Investment
Shares will be paid out of the series of Class B Participating Shares (or the successor to such
series) from which such shares were converted at the time of realization or Deemed Disposition
of the Special Investment.

Upon a redemption of Class B Participating Shares for the purchase of Special
Investment Shares, any accrued Incentive Fee shall be set aside (the "Set Aside Amount") until
the realization or Deemed Disposition of the Special Investment to which such Special
Investment Shares relate. Upon the realization or Deemed Disposition of a Special Investment,
net realized or unrealized appreciation or depreciation attributable to such Special Investment
shall be taken into account in determining the Incentive Fee at the end of such fiscal year and
shall be aggregated with any Set Aside Amount.

The Fund and the Investment Advisor may agree to defer the Incentive Fee and/or
the Management Fee due under the Investment Advisory Agreement. Up to 100% of the amount
of any Management Fee which the Investment Advisor elects to defer in any year may be
invested in the same manner or different manner as the Fund. As a result, the Investment
Adbvisor may participate in the investment performance of the Fund.

Operating and Other Expenses.

The Fund will bear its own operating and other expenses, including, but not
limited to, investment-related expenses (e.g., brokerage commissions, clearing and settlement
charges, custodial fees, interest expense, consulting, legal and other professional fees relating to
particular investment opportunities, investment-related travel and lodging expenses, investment-
and trading-related computer hardware and software, including, without limitation, trade order
management software and risk management software and services), legal expenses, accounting,
audit and tax preparation expenses, organizational expenses, expenses relating to the offer and
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sale of the Participating Shares, Incentive Fees, Management Fees, extraordinary expenses and
other similar expenses related to the Fund. Except for the Management Fee and the Incentive
Fee, such expenses will be shared on a pro rata basis by all of the Shareholders of the Fund. A
portion of research-related expenses may be paid for using "soft dollars” (as described below
under "Brokerage Commissions"). To the extent that expenses to be borne by the Fund are paid
by the Investment Advisor in excess of its ratable share, the Fund will reimburse the Investment
Advisor for such expenses.

In addition, the Fund is responsible for certain expenses of the Investment Advisor,
including, but not limited to, rent and salaries of personnel. Historically, such expenses have not
exceeded 1% of the Fund's net assets, however, there can be no assurance that this will continue to
be true in the future.

If any of the above expenses are incurred jointly for the account of the Fund and
any other investment funds or trading accounts sponsored or managed by the Investment Advisor
or its affiliates, such expenses will be allocated to the Fund and such other funds or accounts in a
manner as the Investment Advisor considers fair and reasonable.

REDEMPTIONS

A Shareholder may redeem all or part of its Class B Participating Shares as of the
First Redemption Date, and, thereafter, on each anniversary of the First Redemption Date upon
30 days prior written notice to the Registrar.

Notwithstanding the foregoing, the redemption at the request of a holder of any
series of Special Investment Shares is not permitted, and a Shareholder generally must hold
Special Investment Shares until the realization or Deemed Disposition (described below) of the
Special Investment represented by such Special Investinent Shares.

In addition, if a Shareholder redeems all or substantially all of its outstanding Class
B Participating Shares of a series (a "Withdrawn Shareholder™) at a time when such Withdrawn
Shareholder holds Special Investment Shares that were converted from Class B Participating
Shares of such series (or the successor to such series), a portion of its proceeds with respect to such
redemption may be reserved or held back to pay for the Management Fee expected to be earned
over the life of the Special Investinents. Any uneamed portion of the Management Fee for which
such reserve or holdback was made will be paid to the Shareholder at final realization or Deemed
Disposition, together with Accrued Interest (as defined below). To the extent, the amount reserved
or held back to pay Management Fees (as described above) does not cover Management Fees that
would otherwise be payable over the life of the Special Investment, then such unpaid Management
Fees may be paid out of profits, if any, camned in respect of such Special Investment for the period
beginning from the time such shortfall begins to accrue until realization or Deemed Disposition.
"Accrued Interest” is the amount of interest earned on any amount held back that, at the time of
calculation, has not been applied to the Management Fees in respect of any Special Investment
Shares of a Shareholder that has redeemed all or substantially all of its Class B Participating Share
holdings.

Each date as of which a Shareholder redeems all or a portion of its Class B
Participating Shares from the Fund is herein referred to as a "Redemption Date."
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Redemption requests received for any Redemption Date may be limited to an
amount equal to 25% of the net asset value of the Fund as of such date (the "Gate"). If
redemption requests for a Redemption Date exceed the Gate, the Board of Directors may, in its
sole discretion, (i) satisfy all such redemption requests or (ii) reduce such redemption requests
pro rata in accordance with the aggregate net asset value of the Participating Shares held by each
of the redeeming Shareholders, so that only 25% (or more, in the discretion of the Board of
Directors) of the net asset value of the Fund is redeemed as of such date.

A redemption request that, solely as a result of the Gate, is not satisfied shall be
carried forward for redemption or purchase as of the following Redemption Date until such
request has been complied with in full; provided that requests for redemption which have been
carried forward from an earlier Redemption Date shall (subject always to the foregoing limits) be
complied with in priority to later requests.

The Board of Directors may waive notice requirements or permit redemptions under
such circumstances and conditions as it, in its sole discretion, deems appropriate.

The redeeming Shareholder will receive the amount of its redeemed Class B
Participating Shares in cash (less reserves determined by the Investment Advisor for contingent
liabilities) within 90 days after redemption. If a Shareholder elects to redeem more than 95% of
its Class B Participating Shares, the Fund will pay the Shareholder an amount equal to at least
95% (less a reserve of 5% pending audited financial statements) of its estimated redemption
proceeds (on the basis of unaudited data) as of the Redemption Date within 30 days afier the
Redemption Date, or sooner if the Board of Directors determines that funds to settle the
redemption are available. The balance will be paid (subject to audit adjustments), without
interest, within 30 days after completion of the audit of the Fund's books for such fiscal year.

The redemption price of Class B Participating Shares will be based on the per
share net asset value of the Fund attributable to the series of Class B Participating Shares of
which the redeemed Class B Participating Shares are a part as of the relevant Redemption Date.
Partial redemptions are permitted so long as a'redeeming Shareholder, after such redemption,
continues to owa at least $500,000 (or such other amount as the Board of Directors may from
time to time determine either generally or in any particular case) of Class B Participating Shares
of one or more series.

Suspension of Redemption Rights; Compulsory Redemption.

The Board of Directors may declare a suspension of the determination of the prices
of Participating Shares and the redemption rights of Participating Shares for the whole or any part
of any period (i) during which by reason of the closure of or the suspension of trading on any
money or foreign exchange market or commodities exchange or stock exchange, (ii) of a
breakdown in any of the means normally employed by the Board of Directors or the Investment
Adbvisor on behalf of the Board of Directors in ascertaining the value of securities or other assets,
(iii) where, for any other reason, the value of any securities or assets owned or contracted for by the
Fund camnot, in the opinion of the Board of Directors, be reasonably ascertained or (iv) where
circumstances exist as a result of which, in their opinion it is not reasonably practicable for the
Fund to realize any securities or other assets owned or contracted for by the Fund which together
constitute a material proportion of the overall assets of the Fund.
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Such suspension shall take effect at such times as the Board of Directors shall
specify, but not later than the close of business of the business day following the declaration and
shall continue until the Board of Directors declare the suspension at end, except that the suspension
shall terminate in any event on the day following the first business day on which (i) the condition
giving tise to the suspension ceases to exist and (ii) no other condition under which suspension is
authorized exists.

In addition, the Board of Directors, by written notice to any Shareholder, may
suspend the redemption rights or payment of proceeds of such Shareholder if the Directors
reasonably deems it necessary to do so to comply with anti-money laundering laws and
regulations applicable to the Fund, the Investment Advisor or any of the Fund's other service
providers.

The Fund, in the Board of Directors' discretion, upon at least thirty days prior
written notice to any Shareholder, may compel the redemption of all (but not some) of such
Shareholder's Class B Participating Shares at any time, with or without cause if, in the opinion of
the Board of Directors, the redemption of such Shareholder's Class B Participating Shares is, was
or may be 1n the best interests of the Fund.

Mandatory Redemption of All Shareholders.

In addition, the Fund will mandatorily redeem all Sharebolders of the Fund upon
the first to occur of the following events: (i) on December 31, 2033, or the pext succeeding
business day; (ii) in the event of the termination of the agreement with the Investment Advisor
unless a new agreement is entered into upon such termination with an investment advisor that is
J. Ezra Merkin or an entity legally or beneficially owned as to 51% by J. Ezra Merkin or any
family member of J. Ezra Merkin (iii) upon the incapacity or death of J. Ezra Merkin; or
(iv) following a determination by the Directors that the Fund should be dissolved.

CERTAIN RISK FACTORS

PARTICIPATION BY INVESTORS IN THE FUND SHOULD BE
CONSIDERED A HIGH RISK INVESTMENT. THE FOLLOWING SPECIAL
CONSIDERATIONS AND RISKS TOGETHER WITH OTHER MATTERS SET FORTH
ELSEWHERE IN THIS CONFIDENTIAL OFFERING MEMORANDUM SHOULD BE
CONSIDERED CAREFULLY, BUT ARE NOT INTENDED TO BE AN EXHAUSTIVE
LISTING OF ALL POTENTIAL RISKS ASSOCIATED WITH AN INVESTMENT IN THE
FUND.

The Nature of Transactions Involving Reorganizations. The Fund will purchase
securities and other instruments at a discount to their expected value upon consummation of an

announced or anticipated reorganization. Such purchases may be made at prices which are only
slightly below such expected value but are substantially in excess of the market price of the
securities or other instruments prior to the announcement of the reorganization. In addition, if
the Fund determines that the offer price for a security which is the subject of a tender offer is
likely to be increased, either by the original bidder or by another party, the Fund may purchase
securities above the offer price; such purchases are subject to a high degree of risk. As a result,
if the reorganization is not consummated or is delayed, the value of such securities or other
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instruments may decline significantly and the Fund may sell them at a loss. In addition, if the
ultimate value of the cash and/or securities distributed upon consummation of the reorganization
is less than expected, the Fund may realize a loss. The potential for loss may be increased by the
Fund's use of borrowings to purchase securities or other instruments.

No proposed reorganization is certain to be consummated. There are several
factors which may result in the termination of a reorganization. These include opposition by the
management or shareholders of the company or companies involved in the reorganization;
opposition by regulatory agencies whose approval may be required; litigation; a material adverse
change in the business of the company or companies involved in the reorganization or the
securities markets generally; passage of legislation by governmental entities restricting certain
types of reorganizations; and other circumstances, including, but not limited to, the failure to
meet certain conditions customarily specified in acquisition agreements. These factors may also
cause significant delays, during which the Fund's capital will be committed and interest charges
on any funds borrowed to finance the Fund's investments may be incurred.

The Fund may also make certain speculative purchases and sales of securities.
Such purchases and sales may include secunties which the Investment Advisor believes to be
undervalued or overvalued, as the case may be, or where other companies in the same or a
related industry have been the subject of reorganizations. If the Fund purchases securities in
anticipation of a reorganization, and a reorganization does not in fact occur, the Fund may sell
the securities at a material loss. Further, when securities are purchased in anticipation of a
reorganization, a substantial period of time may elapse between the Fund's purchase of the
securities and the reorganization. During this period, a portion of the Fund's capital would be
committed to the securities purchased, and the Fund may finance such purchases with borrowed
funds on which it will bave to pay interest,

The Investment Advisor will attempt to assess risk in determining the nature and
extent of the investment the Fund will make in specific securities. However, many risks cannot
be quantified.

Non-marketable Obligations. Non-marketable obligations include promissory
potes and other evidences of ownership or indebtedness, as well as payables to trade creditors of
distressed companies and companies in Chapter 11 bankruptcy proceedings. These securities
and instruments ordinarily remain unpaid unless and until the company reorganizes and/or
emerges from Chapter 11. There can be no assurance that a reorganization plan favorable to the
class of securities held by the Fund will be adopted or that the subject company might not
eventually be liquidated rather than reorganized. These obligations may be highly speculative
and may have to be held for an extended period of time. The ultimate value realized upon
redemption of such obligations depends upon the recapitalization or reorganization plan adopted
in Chapter 11. There can be no assurance that the cash and/or securities, if any, ultimately
received in redemption of the obligations will equal the Fund's cost. In a Chapter 11 proceeding,
there can be considerable delay in reaching accord on a restructuring plan acceptable to a
bankrupt company’s lenders, bondholders and other creditors and then getting that plan approved
by the bankruptcy court, and during this period a portion of the Fund's capital would be invested
in the non-marketable obligations purchased, and the Fund may finance such purchases with
borrowed funds on which it will have to pay interest. Furthermore, there is a risk that the
Chapter 11 reorganization will be unsuccessful and that the obligations will become worthless.
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Arbitrage Transactions. The Fund may purchase-securities at prices often only
slightly below the anticipatéd value to be paid or exchanged for such securities in a merger,
exchange offer or cash tender offer which the Fund determnines is probable and substantially
above the prices at which such securities traded immediately prior to announcement of the
merger, exchange offer or cash tender offer. If the proposed transaction appears likely not to be
consummated or in fact is not consummated or is delayed, the market price of the security to be
tendered or exchanged may be expected to decline sharply, which would result in a loss to the
Fund. Moreover, where a security to be issued in a merger or exchange offer has been sold short
as a hedge in the expectation that the short position will be covered by delivery of such security
when issued, failure of the merger or exchange offer to be consummated may force an
arbitrageur to cover its short position in the market at a higher price than its short sale, with a
resulting loss.

The consummation of mergers and tender and exchange offers can be prevented
or delayed by a variety of factors, the likelihood of occurrence of which can be very difficult to
evaluate. A tender or exchange offer by one company for the securities of another will often be
opposed by the management or shareholders of the target company on the grounds that the
consideration offered is inadequate or for a variety of other reasons. Even where a merger or
tender or exchange offer has been agreed upon by the management of the two companies
involved, its consummation may be prevented or delayed by intervention of a government
regulatory agency; a shareholder's suit to enjoin the proposed transaction; in the case of a
merger, the failure of the shareholders of the company to be acquired, and, where necessary, the
acquiring company, to approve the merger; market conditions resulting in material changes in
securities prices; and a variety of other circumstances. In case of a tender or exchange offer
made for less than all outstanding securities of an issue with the provision that, if a greater .
number is tendered, securities will be accepted pro rata, a tendering arbitrageur may have
returned, and be forced to sell at a loss, a portion of the securities tendered.

Other Transactions. The Fund may also make certain purchases of securities as to
which no extraordinary corporate transaction has been announced. Such purchases may include
securities which the Investment Advisor believes to be undervalued, or where a significant
position in the securities of the particular company has been taken by one or more other persons
or where other companies in the same or a related industry have been the subject of acquisition
attempts. If the Fund purchases securities in anticipation of an acquisition attempt or
reorganization, and an acquisition attempt or reorganization does not in fact occur, the Fund may
sell the securities at a substantial loss. Further, when securities are purchased in anticipation of
an acquisition attempt or reorganization, a substantial period of time may elapse between the
Fund's purchase of the securities and the acquisition attempt or reorganization. During this
period, a portion of the Fund's capital would be committed to the securities purchased, and the
Fund may finance such purchases with borrowed funds on which it will have to pay interest.

Proxy Contests. The Fund may invest in securities of a company which is the
subject of a proxy contest in the expectation that new management will be able to improve the
company'’s performance or effect a sale or liquidation of its assets so that the price of the subject
company's securities will increase to a price above that paid for the securities by the Fund. If the
incumbent management of the subject company is not defeated or if new management is unable
to improve the company's performance or sell or liquidate the company, the market price of the
securities of the subject company will typically fall to a price below that paid for the securities
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by the Fund, causing the Fund to suffer a loss. In addition, even upon the successful completion
of a proxy contest, the market price of the securities of the subject company may not rise to a
price above that paid for the securities by the Fund.

Options Transactions. The Fund may engage from time to time in various types
of options transactions, including hedging and arbitrage in options on securities. This activity is
designed to reduce the risks attendant in shori-selling and in taking long positions in certain
transactions and may involve stock options on a registered option exchange and offsetting
transactions in the underlying stock, or offsetting transactions in one or more options for stock.
The Fund also may take positions in options on stock of companies which may, in the judgment
of the Investment Advisor, be potential acquisition candidates in merger, exchange offer or cash
tender offer transactions. If the potential acquisition candidate does not become the subject of a
merger, exchange offer or cash tender offer, the Fund may suffer a loss.

When the Fund purchases an option, it must pay the price of the option and
transaction charges to the broker effecting the transaction. If the option is exercised by the Fund,
the total cost of exercising the option may be more than the brokerage costs which would have
been payable had the underlying security been purchased directly. If the option expires, the
Fund will lose the cost of the option. The ability to trade in or exercise options may be restricted
in the event that trading in the underlying issue becomes restricted. Options trading may also be
illiquid with respect to contracts with extended expirations.

In certain transactions the Fund may not be "hedged” against market fluctuations
or, in liquidation situations, the hedge may not accurately value the assets of the company being
liquidated. This can result in losses, even if the proposed transaction is consummated.

Futures Contracts. The value of futures depends upon the price of the
instruments, such as commodities, underlying them. The prices of futures are highly volatile,
and price movements of futures contracts can be influenced by, among other things, interest
rates, changing supply and demand relationships, trade, fiscal, monetary and exchange control
programs and policies of governments, and national and international political and economic
events and policies. In addition, investments in futures are also subject to the risk of the failure
of any of the exchanges on which the Fund's positions trade or of its clearinghouses or

counterparties.

Futures positions may be illiquid because certain commodity exchanges limit
fluctuations in certain futures contract prices during a single day by regulations referred to as
"daily price fluctuation limits" or "daily limits.” Under such daily limits, during a single trading
day no trades may be executed at prices beyond the daily limits. Once the price of a particular
futures contract has increased or decreased by an amount equal to the daily limit, positions in
that contract can neither be taken nor liquidated unless traders are willing to effect trades at or
within the limit. This could prevent the Fund from promptly liquidating unfavorable positions
and subject the Fund to substantial losses or from entering into desired trades. In extraordinary
circumstances, a futures exchange or the CFTC could suspend trading in a particular futures
contract, or order liquidation or settlement of all open positions in such contract.

Forward Trading. Forward contracts and options thereon, unlike futures
contracts, are not traded on exchanges and are not standardized; rather, banks and dealers act as
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principals in these markets, negotiating each transaction on an individual basis. Forward and
"cash” trading is substantially unregulated; there is no limitation on daily price moyements and
speculative position limits are not applicable. The principals who deal in the forward markets
are not required to continue to make markets in the currencies or commodities they trade, and
these markets can experience periods of illiquidity, sometimes of significant duration. There
have been periods during which certain participants in these markets have refused to quote prices
for certain currencies or commodities or have quoted prices with an unusually wide spread
between the price at which they were prepared to buy and that at which they were prepared to
sell. Disruptions can occur in forward markets due to unusually high trading volume, political
intervention or other factors. The imposition of controls by governmental authorities might also
limit such forward (and futures) trading to less than that which the Investment Advisor would
otherwise recommend, to the possible detriment of the Fund. Market illiquidity or disruption
could result in significant losses to the Fund.

Participation in Unfriendly Transactions. The Fund may seek to initiate
acquisition or restructuring transactions or proxy fights against the wishes of the subject
company’s management, or may actively participate in transactions of this sort initiated by
others. Such transactions typically become embroiled in litigation, and participants therein may
be found to have violated any of the many laws and regulations applicable thereto. This could
impose substantial cost and expense (including litigation expense) on the Fund, and subject it to
various legal remedies such as injunctions against future participation in these transactions,
disgorgement of gains, loss of voting rights or farced disposition of the investment. Participation
in such transactions may also require the Fund to make significant disclosure concerning its
operations.

Short Selling. Short selling involves selling securities which are not owned by
the short seller and borrowing them for delivery to the purchaser, with an obligation to replace
the borrowed securities at a later date. Short selling allows the investor to profit from a decline
in market price to the extent such decline exceeds the transaction costs and the costs of
borrowing the securities. The extent to which the Fund engages in short sales will depend upon
the Investment Advisor's investment strategy and opportunities. A short sale creates the risk of a
theoretically unlimited loss, in that the price of the underlying security could theoretically
increase without limit, thus increasing the cost to the Fund of buying those securities to cover the
short position. There can be no assurance that the Fund will be able to maintain the ability to
borrow securities sold short. In such cases, the Fund can be "bought in" (ie., forced to
repurchase securities in the open market to return to the lender). There also can be no assurance
that the securities necessary to cover a short position will be available for purchase at or near
prices quoted in the market. Purchasing securities to close out a short position can itself cause
the price of the securities to rise further, thereby exacerbating the loss.

Market Risk and Lack of Diversification. Substantial risks are involved in the
acquisition or disposition of securities. Securities and their issuers are affected by, among other
things: changing supply and demand; federal, state and governmental laws, regulations and
enforcement activities; trade, fiscal and monetary programs and policies; and national and
international political and economic developments. The concentration of assets in particular
types of investments could subject the assets of the Fund to increased volatility. The Fund's
investment plan does not constitute a balanced investment plan. The securities in which the
Fund may invest may be regarded as of high risk. Such securities are subject to a number of risk
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factors, including market volatility, creditworthiness of the issuer, liquidity of the secondary
trading market, and availability of market quotations.

Leverage. The Fund's anticipated use of short-terrn margin borrowings,
investment in derivative securities and the use of repurchase agreements create certain risks to
the Fund. The use of leverage may increase the Fund's risk of loss of capital or securities, as a
relatively small price movement in an instrument may result in immediate and substantial loss.
For example, should the securities pledged to brokers to secure the Fund's margin accounts
decline in value, the Fund could be subject to a "margin call," pursuant to which the Fund must
either deposit additional funds with the broker or suffer mandatory liquidation of the pledged
securities to compensate for the decline in value. In the event of a sudden, precipitous drop in
value of the Fund's assets occasioned by a market "crash", the Fund might not be able to
liquidate assets quickly enough to pay off its margin debt. Consequently, fluctuations in the
value of the Fund's portfolio will have a significant effect in relation to the Fund's capital.
Although currently the Fund utilizes leverage from time to time, as investment opportunities
change (e.g., arbitrage opportunities increase) the amount of borrowings which the Fund may
have outstanding at any time may be large in relation to its capital. In addition, the level of
interest rates generally, and the rates at which the Fund can borrow in particular, will be an
expense of the Fund and therefore affect the operating results of the Fund.

Derivatives. Derivative securities, in addition to being highly volatile and
speculative, may be internally leveraged such that each percentage change in interest rates will
have a multiple effect on the derivative security. Certain positions, therefore, may be subject to
wide and sudden fluctuations in market value, with a resulting fluctuation in the amount of
profits and losses. Certain transactions in derivatives may expose the Fund to potential losses
that exceed the amount originally invested by the Fund. Repurchase agreements are structured
so that the Fund sells securities to another party, usually a bank or other securities firm, and
agrees to repurchase them at an agreed upon price and date. A repurchase agreement is the
equivalent of borrowing money and pledging securities as collateral.

Risks of Litigation. Investing in distressed securities can be a contentious and
adversarial process. Different investor groups may have qualitatively different, and frequently
conflicting, interests. The Fund's investment activities may include activities that are hostile in
nature and will subject it to the risks of becoming involved in litigation by third-parties. This
risk may be greater where the Fund exercises control or significant influence over a company’s
direction. The expense of defending against claims against the Fund by third-parties and paying
any amounts pursuant to settlements or judgments would be borne by the Fund and would reduce
net assets. The Investment Advisor will be indemnified by the Fund in connection with such
litigation, subject to certain conditions.

Lending of Portfolio Securitics. The Fund may from time to time lend securities
from its portfolio to brokers, dealers and financial institutions such as banks and trust companies.
The borrower may fail to return the securities involved in such transactions, particularly if such
borrower is in financial distress, in which event the Fund may incur a loss.

Portfolio Turnover. The Fund currently does not have high portfolio tumover,
however, to the extent certain strategies become a larger part of the Fund's investment strategy
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(e.g., arbitrage strategies), portfolio turnover may be high. Typically, high portfolio turnover
results in correspondingly high transaction costs, including brokerage commission expenses.

Overall Investment Risk All securities investments risk the loss of capital. The
nature of the securities to be purchased and traded by the Fund and the investment techniques
and strategies to be employed by it may increase such risk. Moreover, the identification of
investment opportunities is a difficult task, and there can be no assurance that such opportunities
will be successfully recognized by the Fund. While the Investment Advisor will devote its best
efforts to the management of the Fund's portfolio, there can be no assurance that the Fund will
not incur losses. Returns generated from the Fund's investments may not adequately compensate
Shareholders for the business and financial risks assumed. A Shareholder should be aware that it
may lose all or a substantial part of its investment in the Fund. Many unforeseeable events,
including actions by various government agencies and domestic and international economic and
political developments, may cause sharp market fluctuations that could adversely affect the
Fund's portfolio and performance.

Liquidity of Investments. The Fund may invest in unregistered securities of
publicly held companies, securities of privately held companies and other illiquid securities.
Such investments may be difficult to value. They may, by their nature, entail a prolonged
investment horizon from the injtial investment date to final disposition. It may not be possible to
sell such securities on short notice and, if possible, such sales may require substantial discounts.
Certain of these investments may be designated Special Investments.

Currency Exchange Exposure. The Fund may invest a portion of its assets in the
securities of non-U.S. issuers and other instruments denominated in non-U.S. currencies, the
prices of which are determined with reference to currencies other than the U.S. dollar. The
Fund, however, values its securities and other assets in U.S. dollars. The Fund may or may not
seek to hedge its non-U.S. currency exposure by entering into currency hedging transactions,
such as treasury locks, forward contracts and futures contracts. There can be no guarantee that
instruments suitable for hedging currency or market shifts will be available at the time when the
Fund wishes to use them, or that hedging techniques employed by the Fund will be effective.
Furthermore, certain currency market risks may not be fully hedged or hedged at all.

To the extent unhedged, the value of the Fund's positions in non-U.S. investments
will fluctuate with U.S. dollar exchange rates as well as the price changes of the investments in
the various local markets and currencies. In such cases, an increase in the value of the U.S.
dollar compared to the other currencies i which the Fund makes its investments will reduce the
effect of any increases and magnify the effect of any decreases in the prices of the Fund's
securities in their local markets and may result in a loss to the Fund. Conversely, a decrease in
the value of the U.S. dollar will have the opposite effect on the Fund's non-U.S. dollar
investments.

Non-U.S. Investments. The Fund may invest in financial instruments of non-U.S.
corporations and governments. Investing in the financial instruments of companies (and, from
time to time, governments) outside of the U.S. involves certain considerations that may not be
associated with investing in financial instruments of U.S. companies or the U.S. Government,
including political and economic comsiderations, such as greater risks of expropriation,
pationalization, confiscatory taxation, imposition of withholding and other taxes on interest,
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dividends, capital gains and other income, limitations on the removal of assets and general
social, political and economic instability; the relatively small size of the securities markets in
such countries and the low volume of trading, resulting in potential lack of liquidity and in price
volatility; the evolving and unsophisticated laws and regulations applicable to the securities and
financial services industries of certain countries; fluctuations in the rate of exchange between
currencies and costs associated with currency conversion; and certain government policies that
may restrict the Fund's investrnent opportunities. In addition, accounting and financial reporting
standards that prevail outside of the U.S. may not be as high as U.S. standards and, consequently,
less information is typically available concerning companies located outside of the U.S. than for
those located in the U.S. As a result, the Fund may be unable to structure its transactions to
achieve the intended results or to mitigate all risks associated with such markets. It may also be
difficult to enforce the Fund's rights in such markets. For example, financial instruments traded
on non-U.S. exchanges and the non-U.S. persons that trade these instruments are not subject to
the jurisdiction of the Securities and Exchange Commission or Commodity Futures Trading
Commission or the securities and commodities laws and regulations of the U.S. Accordingly,
the protections accorded to the Fund under such laws and regulations are unavailable for
transactions on foreigm exchanges and with foreign counterparties.

Counterparty Risk. Some of the markets in which the Fund may effect
transactions are "over-the-counter” or "interdealer” markets. The participants in such markets
are typically not subject to the same credit evaluation and regulatory oversight as are members of
"exchange—based” markets. In addition, many of the protections afforded to participants on
some organized exchanges, such as the performance guarantee of an exchange clearinghouse,
might not be available in connection with such "over-the-counter” transactions. This exposes the
Fund to the nisk that a counterparty will not settle a transaction in accordance with its terms and
conditions because of a dispute over the terms of the contract (whether or not bona fide) or
because of a credit or liquidity problem, thus causing the Fund to suffer a loss. Such
"counterparty risk” is accentuated for contracts with longer maturities where events may
intervene to prevent settlement, or where the Fund has concentrated its transactions with a single
or small group of counterparties. The Investment Advisor is not restricted from dealing with any
particular counterparty or from concentrating any or all of the Funds transactions with one
counterparty. Moreover, the Investment Advisor has no formal credit function which evaluates
the creditworthiness of the Fund's counterparties. The ability of the Fund to transact business
with any one or number of counterparties, the lack of any meaningful and independent
evaluation of such counterparties’ financial capabilities and the absence of a regulated market to
facilitate settlement may increase the potential for losses by the Fund.

In addition, the counterparties with which the Fund effects transactions may, from
time to time, cease making markets or quoting prices in certain of the instruments. In such
instances, the Fund may be umable to enter into a desired transaction in currencies, or to enter
into an offsetting transaction with respect to an open position, which might adversely affect its
performance. Further, in contrast to exchange-traded instruments, forward, spot and option
contracts on currencies do not provide a trader with the right to offset its obligations through an
equal and opposite transaction. For this reason, in entering into forward, spot or options
contracts, the Fund may be required, and must be able, to perform its obligations under the
contract. -

10010873.14 18

CONFIDENTIAL GCC-NYAGO0000695




CONFIDENTIAL

The Fund

Limited Liquidity. An investment in the Fund provides limited liquidity since
Class B Participating Shares are not fieely transferable, and the redemption rights of the
Shareholders are restricted. A Shareholder may not redeem any Special Investment Shares,
unless otherwise determined by the Board of Directors. A Shareholder will retaip its interest in
any Special Investment Shares until the realization or Deemed Disposition of the Special
Investment relating to such Special Investment Shares. Because the Fund may invest up to 40%
of the net asset value of Class B Participating Shares in Special Investments, a Shareholder may
not be able to redeem any of its Participating Shares for an indefinite period of time.

Furthermore, Shareholders are subject to the Gate (as defined below), and may
only redeem Participating Shares subject to restrictions on timmg. The Board of Directors may
suspend redemption rights, in whole or in part, when there exists in the opinion of the Board of
Directors a state of affairs where disposal of the Fund's assets, or the determination of the net
asset value of the Fund, would not be reasonably practicable or would be seriously prejudicial to
the non-redeeming Shareholders. Such limitations on liquidity must be considered significant.

Effect of Sharcholder Redemption. A significant redemption of Class B
Participating Shares from the Fund may cause a temporary imbalance in the Fund's portfolio,
which may adversely affect the remaining Shareholders.

Valuation of the Fund's Assets. The directors have delegated day-to-day
responsibility for valuing the Fund’s assets to the Investment Advisor. The Investment Advisor
calculates the value of the assets of the Fund. If the Investment Advisor determines that the
market price does not fairly represent the value of an investment, the Investment Advisor will
value such investment as it reasonably determines. (See "Determination of Net Asset Value.")

Required Redemptions. The Class B Participating Shares of any Shareholder may
be redeemed with or without cause by the Board of Directors of the Fund and such Shareholder
may be required to redeem from the Fund, as of the last day of any calendar month, if the Board
of Directors determines that such termination and redemption are in the best interests of the
Fund. The Board of Directors shall give 30 days notice of any such determination to such
Shareholder. Such mandatory withdrawal may create adverse tax and/or economic consequences
to the Shareholder depending on the timing thereof in respect of the Fund and the Shareholder.

Cross Series Liability. All liabilities, irrespective of whatever series they are
attributable to, shall (in the event of a winding up of the Fund or a redemption of all of the Class
B Participating Shares of a series), unless otherwise agreed upon with the creditors, be binding
on the Fund as a whole and, accordingly, liabilities of one series may impact on and be paid out
of one or more other series.

Layering of Fees. The Fund may invest in Other Investment Entities. To the
extent the Fund invests in such Other Investment Entities, Shareholders may be subject to
management fees, incentive fees and expenses at both the level of the Fund and the level of the
underlying Other Investment Entities.
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Reports to Shareholders. The Fund may offer certain Shareholders additional
information and reporting that other Shareholders may not receive, and such information may
affect a Shareholder’s decision to request a redemption of its Class B Participating Shares.

Competition. The securities industry generally, and the business of investing in
reorganization related securities or instruments in particular, is extremely competitive, and is
expected to remain so in the foreseeable future. As a result, the Fund may under perform funds
with similar investment strategies, or the market in general.

Exculpation of the Registrar from Liability. The share registration agreement (the
"Share Registration Agreement™) between the Fund and Fortis Prime Fund Solutions (Cayman)
Limited (the "Registrar”) provides that the Registrar will not be liable for, and will be
indemnified by the Fund against, any loss or damage unless such loss or damage is sustained or
suffered by reason of the gross negligence or willful breach of duty of the Registrar. As a result,
investors in the Fund may be entitled to a more limited right of action against the Registrar than
they would otherwise have had absent such a limitation in the Share Registration Agreement
described herein.

Success Dependent on Investinent Advisor. The success of the Fund depends
primarily upon the Investment Advisor. The death or incapacity of J. Ezra Merkin would result
in the -required redemption of all Class B Participating Shares in issue upon a date at the
redemption price upon such date as the Fund's Board of Directors may in their discretion
determine.

Incentive Fee. The Investment Advisor eamns a fee based on the increase in the
Fund's net asset value as an Incentive Fee. Performance-based compensation is calculated on a
basis which includes unrealized appreciation of the Fund's assets, and may be greater than if such
allocation were based solely on realized gains. It is possible that the Incentive Fee may be
based, in part, on the unrealized appreciation of securities (including securities of Other
Investment Entities in which the Fund may have invested) for which market quotations are not
readily available. The value of such securities will be determined solely by the Investment
Advisor. Any valuation of such securities will be based on the Investment Advisor's expertise
and experience in valuing similar securities and will be reviewed by the Fund's independent
auditors in preparing their annual certified audit of the Fund.

The Incentive Fee will be calculated on a series-by-series basis. The period of
time for which particular fee calculations are made may differ from series to series. Thus, it is
possible that an Incentive Fee may be earned by the Investiment Advisor with respect to a series
of shares that would not have been earned had the Incentive Fee been calculated on an aggregate
-- and not series-by-series — basis.

The Fund has issued in the past, and may issue in the future, Participating Shares
for which the Incentive Fee is calculated on a basis different from the method of calculating the
Incentive Fee set forth herein. There is no "high water mark” concept in the calculation of
Incentive Fees.

Ipdg@dent Money Managers. The Investment Advisor may delegate investment
discretion for all or a portion of the Fund's funds to money managers, other than the Investment
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Advisor, or make investments with Other Investment Entities. Although the Investment Advisor
will exercise reasonable care in selecting such independent money managers or Other Investment
Entities and will monitor the results of those money managers and Other Investment Entities, the
Investment Advisor may not have custody over the funds invested with the other money
managers or with Other Investment Entities. The risk of loss of the funds invested with other
money managers or with Other Investment Entities may not be insured by any insurance
company, bonding company, governmental agency, or other entity and the Investment Advisor is
not liable for any such loss. Independent money managers and managers of Other Investment
Entities selected by the Investment Advisor may receive compensation based on the performance
of their investments as well as asset-based management fees. Performance-based compensation
usually is calculated on a basis which includes unrealized appreciation of the Fund's assets, and
may be greater than if such compensation were based solely on realized gains. Further, a
particular independent money manager or manager of an Other Investment Entity may receive
incentive compensation in respect of its portfolio for a period even though the Fund's overall
portfolio depreciated during such period. The independent money managers and Other
Investment Entities will trade wholly independently of one another and may at times hold
economically offsetting positions.

. Indemnification of the Investment Advisor from Liability. The Investment
: Advisory Agreement provides that the Investment Advisor will not be liable for, and will be
indemnified by the Fund against, any act or omission if such act or omission resulted from a
mistake of judgment on the part of the Investment Advisor, or from action or inaction which the
Investment Advisor and/or his legal representative reasonably believed to be in the best interests
of the Fund. As a result, Shareholders may be entitled to a more limited right of action against
; the Investment Advisor than they would otherwise have had absent such a limitation in the
Investment Advisory Agreement. Such indemmification, however, shall not relieve the
Investment Advisor or his legal representative of any liability, to the extent that such liability
may not be waived, modified or limited under applicable law (including, without limitation,
liability under U. S. federal securities laws which, under certain circumstances, impose liability
even on persons acting in good faith). -

Other Activities. In addition to managing the Fund, the Investment Advisor will
manage other funds and managed accounts, which may have similar investment objectives to the
Fund The Investment Advisor will allocate overhead expenses among the Fund and the
managed accounts on a fair basis, as determined by the Investment Advisor. These other
activities will require a substantial amount of the Investment Advisor’s time and effort.

Statutory Regulations and Non-Registration. The financial services industry
) generally, and the activities of hedge funds and their managers, in particular, have been subject
, to increasing regulation and oversight. This may increase the Fund's and the Investment
Advisor's exposure to potential liabilities and to legal, compliance and other related costs.
i Increased regulatory oversight can also impose administrative burdens on the Investment
Advisor, including, without limitation, responding to investigations and implementing new
policies and procedures. Such burdens may divert the Investment Advisor’s time, attention and

resources from portfolio management activities.

The Fund is not required to be registered under the U.S. Securities Act of 1933, as
amended (the "1933 Act"), or the U.S. Investment Fund Act of 1940, as amended (the
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"Investment Company Act"), or any similar state law. Sales to Permitted U.S. Persons are
restricted to those persons that are "qualified purchasers” under Section 3(c)(7) of the Investment
Company Act. In addition, the Investment Advisor is not registered, and is not required to be
registered by reason of an exemption from registration, as an investment adviser under the U.S.
Investment Advisers Act of 1940, as amended (or any similar law). Thus, except for certain anti-
fraud protections, investors in the Fund are not accorded the protection provided by such
legislation.

The Investrment Advisor has claimed an exemption under U.S. Commodity
Futures Trading Commission (*CFTC") Rule 4.13(a)(4) from registration with the CFTC as a
commodity pool operator and, accordingly, is not subject to certain regulatory requirements with
respect to the Fund that would otherwise be applicable absent such an exemption. In accordance
with such exemption, at all times either (a) the aggregate initial margin and premiums required to
establish commodity interest positions will not exceed 5% of the liquidation value of the Fund's
portfolio or (b) the aggregate net notional value of commodity interest positions will not exceed
100% of the liquidation value of the Fund's portfolio.

Factors Affecting Investrnents. There are a number of factors which may
adversely affect the ability of the Fund to pursue its investment strategy. There is a limited
availability of debt financing for takeovers of highly leveraged companies. Mergers of a certain
size require approval of the U.S. Federal Trade Commission (the "FTC") or other government
agencies because of potential antitrust implications. It is possible at any time for the FTC or
other governmental agency to more vigorously enforce the antitrust laws affecting mergers. In
addition, there arc state laws aimed at curbing takeovers and courts have given management
greater authority to employ defensive measures in the face of hostile takeover attempts where
management believes doing so is in the long-term interest of the company. Many companies
generally have adopted various measures aimed at making takeovers more difficult and
expensive. Similarly, changing economic conditions, accounting standards and tax and
securities laws (among other factors) may impair the profitability of the types of transactions in
which the Fund intends to invest, adversely affecting its operations.

Terrorist Action. There is a risk of temrorist attacks on the United States and
elsewhere which may cause significant loss of life and property damage and disruptions in global
markets. Economic and diplomatic sanctions may be in place or imposed on certain states and
military action may be commenced. The impact of any such event is unclear, but could have a
material effect on general economic conditions and market liquidity.

PAST RESULTS OF THE FUND MAY NOT BE INDICATIVE OF FUTURE
PERFORMANCE. NO ASSURANCE CAN BE MADE THAT PROFITS WILL BE
ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED.

The foregoing list of risk factors does not purport to be a complete
enumeration or explanation of the risks involved in an investinent in the Fund. Prospective
investors should read this entire Confidential Offering Memorandum and consult with
their own legal, tax and financial advisers before deciding to invest in the Fund.
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CONFLICTS OF INTEREST

The Investment Advisor and its affiliates will provide investment management
services to managed accounts and other investment funds, some of which bave similar
investment objectives to those of the Fund. The portfolio strategies the Investment Advisor and
its affiliates may use for other investment funds or accounts could conflict with the transactions
and strategies employed by the Investrnent Advisor in managing the Fund and affect the prices
and availability of the securities and other financial instruments in which the Fund invests.

The Investment Advisor and its affiliates will devote as much of their time to the
activities of the Fund as the Investment Advisor deems necessary and appropnate. The terms of
the Investment Advisory Agreement do not restrict the Investment Advisor or its affiliates from
forming additional investment funds, from entering into other investment management
relationships, or from engaging in other business activities, even though such activities may be in
competition with the Fund and/or may involve substantial time and resources of the Investment
Adyvisor or its affiliates. In the event the Investment Advisor or any of its affiliates decide to
engage in such activities in the future, the Investment Advisor or its affiliates, as applicable, will
undertake to engage in such activities in a manner that is-consistent with their fiduciary duties, if
any, to the Fund. Nevertheless, these activities could be viewed as creating a conflict of interest
in that the time and effort of the Investment Advisor and its affiliates will not be devoted
exclusively to the business of the Fund, but will be allocated between the business of the Fund
and the management of the monies of other advisees of the Investment Advisor and its affiliates.

When it is determined that it would be appropriate for the Fund and one or more
other funds and managed accounts of the Investment Advisor or its affiliates to participate in an
investment opportunity, the Investment Advisor will seek to execute orders for all of the
participating investment accounts, including the Fund, on an equitable basis, taking into account
such factors as the relative amounts of capital available for new investments, relative exposure to
short-termm market trends, and the investment programs and portfolio positions of the Fund and
the affiliated entities for which participation is appropriate. Orders may be combined for all such
accounts, and if any order is not filled at the same price, they may be allocated on an average
price basis. Similarly, if an order on behalf of more than one account cannot be fully executed
under prevailing market conditions, securities may be allocated among the different accounts on
a basis that the Investrnent Advisor considers equitable.

The Investment Advisor may share office space with third-party money managers.
If the managers were to acquire inside information with respect to certain securities, the Fund
will be precluded from purchasing securities to which such inside information relates or be
precluded from selling securities held by the Fund that were purchased before the inside

information was acquired.

Subject to internal compliance policies and approval procedures, the Investment
Adpvisor and its employees as well as members and employees of its affiliates, may engage, from
time to time, in personal trading of securities and other instruments, including securities and
instruments in which the Funds may invest. Any such trading will be effected after the Funds
have effected their transactions.
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BROKERAGE COMMISSIONS

Portfolio transactions for the Fund will be allocated to brokers on the basis of best
execution and in consideration of a broker's ability to effect the transactions, its facilities,
reliability and financial responsibility and the provision or payment by the broker of the costs of
research and research-related services which are of benefit to the Fund, the Investment Advisor
or related funds. Accordingly, the commission rates (or dealer markups and markdowns arising
in connection with riskless principal transactions) charged to the Fund by brokers in the
foregoing circumstances may be higher than those charged by other brokers who may not offer
such services. The Investment Advisor has not entered into, and does not expect to enter into,
any written soft dollar arrangements.

Investors tn the Fund may include fund of funds affiliated with brokers or,
possibly, brokerage firms themselves. The fact that any such investor has invested in the Fund
will not be taken into consideration in selecting brokers (including prime brokers).

The Fund's securities transactions can be expected to generate a substantial
amount of brokerage commissions and other compensation, all of which the Fund, not the
Investrnent Advisor, will be obligated to pay. The Investment Advisor will have complete

" discretion in deciding what brokers and dealers the Fund will use and in negotiating the rates of
compensation the Fund will pay.

Morgan Stanley & Co., Inc. (the "Prime Broker") currently serves as the principal
prime broker for the Fund, and clears (generally on the basis of payment against delivery) the
Fund's securities transactions that are effected through other brokerage firms. The Prime Broker
also acts as custodian of the Fund's securities, but receives no separate fees therefor. The Fund is
not committed to continue its relationship with the Prime Broker for any minimum period and
the Investment Advisor may select other or additional brokers to act as prime brokers for the
Fund.

From time to time, brokers (including the Prime Broker) may assist the Fund in
raising additional funds from investors, and representatives of the Investment Advisor may speak
at conferences and programs sponsored by the Prime Broker for investors interested in investing
in hedge funds. Through such "capital introduction” events, prospective investors in the Fund
and the Domestic Fund have the opportunity to meet with the Investment Advisor. Neither the
Investment Advisor nor the Fund compensates the Pime Broker for organizing such events or
for any investments ultimately made by prospective investors attending such events. However,
such events and other services (including, without limitation, capital introduction services)
provided by the Prime Broker may influence the Investment Advisor in deciding whether to use
such prime broker in connection with brokerage, financing and other activities of the Fumd.
However, the Investment Advisor will not commit to a broker to allocate a particular amount of
brokerage in any such situation.

INVESTMENT ADVISORY AGREEMENT

The Investment Advisor has entered into an investment advisory agreement with
the Fund (the "Investment Advisory Agreement"). Pursuant to the Investment Advisory
Agreement, the Investment Advisor provides investment advisory services to the Fund. The
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" Investment Advisory Agreement shall continue until such time as (i) the Fund sells all or
substantially all of the assets not in the ordinary course of business; or (ii) the Fund is liquidated
or dissolved and its assets are distributed.

Pursuant to the Investment Advisory Agreement, the Fund pays the Investment
Advisor or its designee, on a series-by-series basis, a Management Fee and an Incentive Fee. In
the case of Class B Participating Shares held on or redeemed as of the end of a fiscal year, the
Fund will pay as of the last day of such fiscal year (adjusted pro rata for any partial years): (i) a
management fee equal to 1% of the net asset value attributable to each such series of shares
(including Special Investment Shares) (the "Management Fee") and (ii) an Incentive Fee equal to
20% of the increase, if any, in the net asset value attributable to each series of Class B
Participating Shares as of the last business day of the fiscal year from either the net asset value
attributable to each such series as of the first day of the fiscal year or, in the case of a series of
such Class B Participating Shares purchased during the fiscal year, the aggregate subscription
price paid for such series. Net appreciation in net asset value will not be reduced by prior years'
investment losses (that is, there is no "high water mark” concept in the calculation of Incentive
Fees) or by investment losses with respect to another series of Class B Participating Shares
owned by such Shareholder. Given the illiquid nature of Special Investments, the net asset value
of a series of "Special Investment Shares” (described below) cannot be determined with the same
degree of certainty and will be carried on the books of the Fund at fair value (generally, at cost)
as determined by the Investment Advisor until the occurrence of the realization or Deemed
Disposition of the Special Investment (as described below).

In the case of a series of Class B Participating Shares to which a series of Special
Investment Shares relates, the amount of any dividends or other distributions with respect to
such Special Investment Shares and net profits or loss realized upon the realization or Deemed
Disposition of such Special Investment Shares shall be included in the determination of the
increase in the Net Asset Value atiributable to such series of Class B Participating Shares in the
period in which such realization or Deemed Disposition occurred.

The Fund and the Investment Advisor may agree to defer the Incentive Fee and/or
the Management Fee under the Investment Advisory Agreement. Up to 100% of the amount of
any Management Fee which the Investment Advisor elects to defer in any year may be invested
in the same manner or different manner as the Fund. As a result, the Investrnent Advisor may
participate in the investment performance of the Fund.

The Fund will indemnify the Investment Advisor for any losses due to action or
inaction that the Investment Advisor reasonably believed to be in the best interests of the Fund,
and the Investment Advisor will not be liable to the Fund for such action or inaction. The
Investment Advisor may take market positions for the account of other funds or for its own
account which are different from or opposite to the Fund's positions. Such indemnification,
however, shall not relieve the Investment Advisor or his legal representative of any liability, to
the extent that such liability may not be waived, modified or limited under applicable law
(including, without limitation, liability under U.S. federal securities laws which, under certain
circumstances, impose liability even on persons acting in good faith).

In planning the Fund's investment strategy and making trading decisions, the
Investment Advisor, at its sole discretion, may consult with other professionals active in the
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markets, including independent money managers and investment advisors to Other Investment
Entities with whom, or 1o which, the Fund's assets are invested.
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TAX ASPECTS

CIRCULAR 230 NOTICE. THE FOLLOWING NOTICE IS BASED ON US.
TREASURY REGULATIONS GOVERNING PRACTICE BEFORE THE US.
INTERNAL REVENUE SERVICE: (1) ANY US. FEDERAL TAX ADVICE
CONTAINED HEREIN, INCLUDING ANY OPINION OF COUNSEL REFERRED TO
HEREIN, IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED,
BY ANY TAXPAYER FOR THE PURPOSE OF AVOIDING U.S. FEDERAL TAX
PENALTIES THAT MAY BE IMPOSED ON THE TAXPAYER; (2) ANY SUCH
ADVICE IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF THE
TRANSACTIONS DESCRIBED HEREIN (OR IN ANY SUCH OPINION OF
COUNSEL); AND (3) EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE
TAXPAYER'S PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX
ADVISOR.

THE DISCUSSION HEREIN IS FOR INFORMATIONAL PURPOSES ONLY
AND IS A DISCUSSION PRIMARILY OF THE US. TAX CONSEQUENCES TO
PROSPECTIVE SHAREHOLDERS. EACH PROSPECTIVE SHAREHOLDER SHOULD
CONSULT ITS PROFESSIONAL TAX ADVISOR WITH RESPECT TO THE TAX ASPECTS
OF AN INVESTMENT IN THE FUND. TAX CONSEQUENCES MAY VARY DEPENDING
UPON THE PARTICULAR STATUS OF A PROSPECTIVE SHAREHOLDER. 1IN
ADDITION, SPECIAL CONSIDERATIONS (NOT DISCUSSED HEREIN) MAY APPLY TO
PERSONS WHO ARE NOT DIRECT SHAREHQLDERS IN THE FUND BUT WHO ARE
DEEMED TO OWN SHARES AS A RESULT OF THE APPLICATION OF CERTAIN
ATTRIBUTION RULES.

The Fund has not sought 2 ruling from the U.S. Internal Revenue Service (the
"Service") or any other U.S. federal, state or local agency with respect to any of the tax issues
affecting the Fund, nor has it obtained an opinion of counsel with respect to any tax issues.

The following is a summary of certain potential U.S. federal tax consequences
which may be relevant to prospective shareholders. The discussion contained herein is not a full
description of the complex tax ruies involved and is based upon existing laws, judicial decisions
and administrative regulations, rulings and practices, all of which are subject to change,
retroactively as well as prospectively. A decision to invest in the Fund should be based upon an
evaluation of the merits of the trading program, and not upon any anticipated U.S. tax benefits.

BASED ON THE STRUCTURE AND OPERATIONS OF THE FUND THE
FUND GENERALLY SHOULD NOT BE SUBJECT TO U.S. INCOME TAX, EXCEPT AS
PROVIDED BELOW.

U.S. Trade or Business

Section 864(b)(2) of the U.S. Internal Revenue Code of 1986, as amended (the
"IRC"), provides a safe harbor. (the "Safe Harbor™) applicable to a non-U.S. corporation (other
than a dealer in securities) that engages in the U.S. in trading securities (including contracts or
options to buy or sell securities) for its own account pursuant to which such non-U.S.
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corporation will not be deemed to be engaged in a U.S. trade or business. The Safe Harbor also
provides that a non-U.S. corporation (other than a dealer in commodities) that engages in the
U.S. in trading commodities for its own account is not deemed to be engaged in a U.S. trade or
business if "the commodities are of a kind customarily dealt in on an organized commodity
exchange and if the transaction is of a kind customarily consummated at such place." Pursuant
to proposed regulations, a non-U.S. taxpayer (other than a dealer in stocks, securities or
derivatives) that effects transactions in the United States in derivatives (including (i) derivatives
based upon stocks, securities, and certain commodities, and (ii) certain notional principal
contracts based upon an interest rate, equity, or certain commoxdities and currencies) for its own
account is not deemed to be engaged in a United States trade or business. Although the proposed
regulations are not final, the Service has indicated in the preamble to the proposed regulations
that for periods prior to the effective date of the proposed regulations, taxpayers may take any
reasonable position with respect to the application of Section 864(b)(2) of the IRC to derivatives,
and that a position consistent with the proposed regulations will be considered a reasonable
position.

The Fund intends to conduct its business in a manner so as to meet the
requirements of the Safe Harbor. Thus, the Fund's securities and commodities trading activities
should not constitute a U.S. trade or business and, except in the limited circumstances discussed
below, the Fund should not be subject to the regular U.S. income tax on any of its trading profits.
Other Investment Entities that meet the Safe Harbor will also not be subject to regular U.S.
income tax. However, if certain of the Fund's or Other Investment Entities' activities were
determined not to be of the type described in the Safe Harbor, the activities of the Fund or such
Other Investment Entities, respectively, may constitute a U.S. trade or business in which case the
Fund or such Other Investment Entities would be subject to U.S. income and branch profits tax
on the income and gain from those activities. In addition, if any credit default swap is
characterized as a contract of insurance or a guarantee, payments to the Fund or on Other
Investment Entities under such credit default swap may be subject to an excise tax or a
withholding tax.

Even if the Fund's or Other Investment Entities' securities trading activity does
not conmstitute a U.S. trade or business, gains realized from the sale or disposition of stock or
securities (other than debt instruments with no equity component) of U.S. Real Property Holding
Corporations (as defined in Section 897 of the IRC) ("USRPHCs"), including stock or securities
of certain Real Estate Investment Trusts ("REITs"), will be generally subject to U.S. income tax
on a net basis. However, a principal exception to this rule of taxation would apply if such
USRPHC has a class of stock which is regularly traded on an established securities market and
the Fund or Other Investment Entities generally did not hold (and was not deemed to hold under
certain attribution rules) more than 5% of the value of a regularly traded class of stock or
securities of such USRPHC at any time during the five year period ending on the date of
disposition.! Moreover, if the Fund or Other Investment Entities were deemed to be engaged in

! The Fund will also be exempt from tax on dispositions of REIT shares, whether or not those shares are
regularly traded, if less than 50% of the value of such shares is held, dircctly or indirectly, by non-U.S.
persons at all times during the five-year period ending on the date of disposition. However, cven if the
disposition of REIT shares would be exemnpt from tax on a net basis, distributions from a REIT (whether or
not such REIT is a USRPHC), to the extent attributable to the REIT's disposition of interests in U.S. real
property, are subject to tax on a net basis when received by the Fund and may be subject to the branch
profits tax. Under new legislation, distributions from certain publicly traded REITSs to non-U.S.
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a U.S. trade or business as a result of owning a limited partnership interest in a U.S. business
partnership or a similar ownership interest, income and gain realized from that investment would
be subject to U.S. income and branch profits tax.

U.S. Withholding Tax

In general, under Section 881 of the IRC, a non-U.S. corporation which does not
conduct a U.S. trade or business is nonetheless subject to tax at a flat rate of 30% (or lower tax
treaty rate) on the gross amount of certain U.S. source income which is not effectively connected
with a U.S. trade or business, generally payable through withholding. Income subject to such a
flat tax rate is of a fixed or determinable anoual or periodic nature, including dividends and
certain interest income. There is presently no tax treaty between the U.S. and the Cayman
Islands.

Certain types of income are specifically exempted from the 30% tax and thus
withholding is not required on payments of such income to a non-U.S. corporation. The 30% tax
does not apply to U.S. source capital gains (whether long or short-term) or to interest paid to a
non-U.S. corporation on its deposits with U.S. banks. The 30% tax also does not apply to
interest which qualifies as portfolio interest. The term “portfolio interest” generally includes
interest (including original issue discount) on an obligation in registered form which has been
issued after July 18, 1984 and with respect to which the person who would otherwise be required
to deduct and withhold the 30% tax receives the required statement that the beneficial owner of
the obligation is not a U.S. person within the meaning of the IRC. Under certain circumstances,
interest on bearer obligations may also be considered portfolio interest.

Redemption of Class B Participating Shares

Gain realized by shareholders who are not U.S. persons within the meaning of the
IRC ("non-U.S. shareholders™) upon the sale, exchange or redemption of Class B Participating
Shares held as a capital asset should generally not be subject to U.S. federal income tax provided
that the gain is not effectively connected with the conduct of a trade or business in.the U.S.
However, in the case of nonresident alien individuals, such gain will be subject to the 30% (or
lower tax treaty rate) U.S. tax if (i) such person is present in the U.S. for 183 days or more
during the taxable year (on a calendar year basis unless the nonresident alien individual has
previously established a different taxable year) and (ii) such gain is derived from U.S. sources.

Generally, the source of gain upon the sale, exchange or redemption of Class B
Participating Shares is determined by the place of residence of the shareholder. For purposes of
determining the source of gain, the IRC defines residency in a manner that may result in an
individual who is otherwise a nonresident alien with respect to the U.S. being treated as a U.S.
resident only for purposes of determining the source of income. Each potential individual
shareholder who anticipates being present in the U.S. for 183 days or more (in any taxable year)
should consult his tax advisor with respect to the possible application of this rule.

shareholders owning 5% or less of the shares are subject to a 30% gross withhoiding tax on those
distributions and are not subject to tax on a net basis.
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Gain realized by a non-U.S. shareholder engaged in the conduct of a U.S. trade or
business will be subject to U.S. federal income tax upon the sale, exchange or redemption of
Class B Participating Shares if such gain is effectively connected with its U.S. trade or business.

Non-U.S. shareholders may be required to make certain certifications to the Fund
as to the beneficial ownership of the Class B Participating Shares and the non-U.S. status of such
beneficial owner, in order to be exempt from U.S. information reporting and backup withholding
on a redemption of Class B Participating Shares.

Tax-Exempt U.S. Persons

The term "Tax-Exempt U.S. Person” means a U.S. person within the meaning of
the IRC that is exempt from payment of U.S. federal income tax. Generally, a Tax-Exempt U.S.
Person is exempt from federal income tax on certain categories of income, such as dividends,
interest, capital gains and similar income realized from securities investment or trading activity.
This type of income is exempt even if it is realized from securities trading activity which
constitutes a trade or business. This general exemption from tax does not apply to the "unrelated
business taxable income” ("UBTI") of a Tax-Exempt U.S. Person. Generally, except as noted
above with respect to certain categories of exempt trading activity, UBTI includes income or
gain derived from a trade or business, the conduct of which is substantially unrelated to the
exercise or performance of the Tax-Exempt U.S. Person's exempt purpose or function. UBTI
also includes (i) income derived by a Tax-Exempt U.S. Person from debt-financed property and
(ii) gains derived by a Tax-Exempt U.S. Person from the disposition of debt-financed property.

In 1996, Congress considered whether, under certain circumstances, income
derived from the ownership of the shares of a non-U.S. corporation should be treated as UBTI to
the extent that it would be so treated if eamned directly by the shareholder. Subject to a narrow
exception for certain insurance company income, Congress declined to amend the IRC to require
such treatment. Accordingly, based on the principles of that legislation, a Tax-Exempt U.S.
Person investing in a non-U.S. corporation such as the Fund should not realize UBTI with
respect to an unleveraged investment in Class B Participating Shares. Tax-Exempt U.S. Persons
are urged to consult their own tax advisors concerning the U.S. tax consequences of an
investment in the Fund.

There are special considerations which should be taken into account by certain
beneficiaries of charitable remainder trusts that invest in the Fund. Charitable remainder trusts
should consult their own tax advisors concerning the tax consequences of such an investment on
their beneficiaries.

Reporting Requirements for U.S. Persons

Any U.S. person within the meaning of the IRC owning 10% or more (taking
certain attribution rules into account) of either the total combined voting power or total value of
all classes of the shares of a non-U.S. corporation such as the Fund will likely be required to file
an information retumn with the Service containing certain disclosure concerning the filing
shareholder, other shareholders and the corporation. The Fund has not committed to provide all
of the information about the Fund or its shareholders needed to complete the return. In addition,
a U.S. person within the meaning of the IRC that transfers cash to a non-U.S. corporation may be
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required to report the transfer to the Service if (i) immediately after the transfer, such person
holds (directly, indirectly or by attribution) at least 10% of the total voting power or total value
of such corporation or (ii) the amount of cash transferred by such person (or any related person)
to such corporation during the twelve-month period ending on the date of the transfer exceeds
$100,000.

Furthermore, certain U.S. persons within the meaning of the IRC will have to file
Form 8886 {("Reportable Transaction Disclosure Statement”) with their U.S. tax return, and
submit a copy of Form 8886 with the Office of Tax Shelter Analysis of the Service if the Fund
engages in certain "reportable transactions” within the meaning of recently issued U.S. Treasury
Regulations. Shareholders required to file this report include a U.S. person within the meaning
of the IRC if the Fund is treated as a "controlled foreign corporation™ and such U.S. person owns
T a 10% voting interest. In certain situations, there may also be a requirement that a list be
maintained of persons participating in such reportable transactions, which could be made
available to the Service at its request. Moreover, if a U.S. person within the meaning of the IRC
recognizes a loss upon a disposition of Class B Participating Shares, such loss could constitute a
"reportable transaction” for such shareholder, and such shareholder would be required to file
Form 8886. Under new legislation, a significant penalty is imposed on taxpayers who fail to
make the required disclosure. The penalty is geperally $10,000 for natural persons and $50,000
for other persons (increased to $100,000 and $200,000, respectively, if the reportable transaction
is a "listed” transaction). Shareholders who are U.S. persons within the meaning of the IRC are
urged to consult their own tax advisors concerning the application of these reporting obligations
to their specific situations and the new penalty discussed above.

Estate and Gift Taxes

Individual holders of Class B Participating Shares who are neither present or
former U.S. citizens nor U.S. residents (as determined for U.S. estate and gift tax purposes) are
not subject to U.S. estate and gift taxes with respect to their ownership of such Class B
Participating Shares.

Cayman Islands

There are no income, corporation, capital gains or other taxes in effect in the
Cayman Islands on the basis of present legislation. The Fund is an exempted company under
Cayman Islands law. The Fund has received an undertaking as to tax concessions pursuant to
Section 6 of the Tax Concessions Law (1999 Revision) which provides that, for a period of 20
years from the date of issue of the undertaking (being 24 January 1989), no law thereafier
enacted in the Cayman Islands imposing any taxes to be levied on profits, income, gains or
appreciations will apply to the Fund or its operations. It is anticipated that the Fund will apply
for a further tax exemption undertaking from the Cayman Islands authorities upon expiry of the
existing one. No capital or stamp duties are levied in the Cayman Islands on the issue, transfer
or redemption of Class B Participating Shares. The only taxes chargeable on the Fund in the
Cayman Islands are (i) an annual charge calculated on the nominal amount of its authorised
share capital, which is approximately US$575 per annum; and (ii) an apnual fee of
approximately US$3,000 under the Mutual Funds Law (2003 Revision). There are no currency
exchange controis in the Cayman Islands.
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European Union Savings Directive

Shareholders who are individuals resident in a Member State of the European
Union or certain other junsdictions referred to below should be aware of the provisions of the
EU Council Directive 2003/48/EC of June 3, 2003 on taxation of savings income in the form of
interest payments (the “Directive”) pursuant to which income realized upon the sale or
redemption of shares in undertakings for collective investment, as well as any income in the
form of dividends or other distributions made by such undertakings for collective investment,
may (depending upon the location, classification and investment portfolio of the undertaking)
become subject to the reporting regime or withholding tax regime imposed by the Directive, if
such payment is made by a paying agent established either in a Member State of the European
Union or in certain other jurisdictions which have agreed to introduce an equivalent reporting or
withholding tax regime in respect of such payments. The provisions of the Directive apply to
payments made on or after July 1, 2005.

However, as a result of the classification by the Cayman Islands of funds such as
the Fund established in its jurisdiction, payments made directly by the Fund through the
Registrar to shareholders who are individual beneficiaries will not be subject to the reporting (or
withholding tax) regime. Nevertheless, because these mles are complex and their
implementation has to be effected by each Member State and the other jurisdictions referred to
above through their own national legislation, application of the regime to payments deriving
from the Fund but uitimately made by certain other entities (e.g. acting as nominee) located
elsewhere in the European Union or in these other jurisdictions, although not anticipated, cannot
as yet be excluded. Accordingly, shareholders who are individuals or acting as nominees and
who are resident in the European Union or in any of the other jurisdictions referred to above
should consult their own tax advisers.

Other Judsdictions

Interest, dividend and other income realized by the Fund or Other Investment
Entities from non-U.S. sources, and capital gains realized on the sale of securities of non-U.S.
issuers, may be subject to withholding and other taxes levied by the jurisdiction in which the
income is sourced. It is impossible to predict the rate of foreign tax the Fund or Other
Investment Entities will pay since the amount of the assets to be invested in various countries
and the ability of the Fund or Other Investment Entities to reduce such taxes, are not known.

Future Changes in Applicable Law

The foregoing description of U.S. and Cayman Islands tax consequences of an
investment in and the operations of the Fund is based on laws and regulations which are subject
to change through legislative, judicial or administrative action. Other legislation could be
enacted that would subject the Fund to taxes or subject shareholders to increased taxes.

Other Taxes

Prospective shareholders should consult their own counsel regarding tax laws and
regulations of any other jurisdiction which may be applicable to them.
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THE TAX AND OTHER MATTERS DESCRIBED IN THIS MEMORANDUM DO NOT
CONSTITUTE, AND SHOULD NOT BE CONSIDERED AS, LEGAL OR TAX ADVICE TO
PROSPECTIVE SHAREHOLDERS.

ERISA CONSIDERATIONS

CIRCULAR 230 NOTICE - THE FOLLOWING NOTICE IS BASED ON
US. TREASURY REGULATIONS GOVERNING PRACTICE BEFORE THE US.
INTERNAL REVENUE SERVICE: (1) ANY US. FEDERAL TAX ADVICE
CONTAINED HEREIN, INCLUDING ANY OPINION OF COUNSEL REFERRED TO
HEREIN, IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED
BY ANY TAXPAYER, FOR THE PURPOSE OF AVOIDING U.S. FEDERAL TAX
PENALTIES THAT MAY BE IMPOSED ON THE TAXPAYER; (2) ANY SUCH
ADVICE IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF THE
TRANSACTIONS DESCRIBED HEREIN (OR IN ANY SUCH OPINION OF
COUNSEL); AND (3) EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE
TAXPAYER'S PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX
ADVISOR.

THE FOLLOWING SUMMARY OF CERTAIN ASPECTS OF ERISA IS
BASED UPON ERISA, JUDICIAL DECISIONS, DEPARTMENT OF LABOR
REGULATIONS AND RULINGS IN EXISTENCE ON THE DATE HEREQF. THIS
SUMMARY IS GENERAL IN NATURE AND DOES NOT ADDRESS EVERY ERISA ISSUE
THAT MAY BE APPLICABLE TO A FUND OR A PARTICULAR INVESTOR.
ACCORDINGLY, EACH PROSPECTIVE INVESTOR SHOULD CONSULT WITH ITS OWN
COUNSEL IN ORDER TO UNDERSTAND THE ERISA ISSUES AFFECTING THE FUND
AND THE INVESTOR.

General

Persons who are fiduciaries with respect to a U.S. employee benefit plan or trust
within the meaning of and subject to the provisions of ERISA (an "ERISA Plan"), an individual
retirement account or a Keogh plan subject solely to the provisions of the IRC? (an "Individual
Retirement Fund”) should comsider, among other things, the matters described below before
determining whether to invest in the Fund.

ERISA imposes certain general and specific responsibilities on persons who are
fiduciaries with respect to an ERISA Plan, including prudence, diversification, avoidance of
prohibited transactions and compliance with other standards. In determining whether a particular
investment is appropriate for an ERISA Plan, U.S. Department of Labor ("DOL") regulations
provide that a fiduciary of an ERISA Plan must give appropriate consideration to, among other
things, the role that the investment plays in the ERISA Plan's portfolio, taking into consideration
whether the investment is designed reasonably to further the ERISA Plan’s purposes, the risk and
return factors of the potential investment, the portfolio's composition with regard to diversification,
the liquidity and current return of thie total portfolio relative to the anticipated cash flow needs of
the ERISA Plan, the projected return of the total portfolio relative to the ERISA Plan's funding

1 References hereinafier made to ERISA include parallel references to the IRC.
10010873.14 53

CONFIDENTIAL GCC-NYAG0000710




CONF'IDENTIAL

objectives, and the limitation on the rights of shareholders to redeem all or any part of their Class B
Participating Shares or to transfer their Class B Participating Shares. Before investing the assets of
an ERISA Plan in the Fund, a fiduciary should determine whether such an investment is consistent
with its fiduciary responsibilities and the foregoing regulations. For example, a fiduciary should
consider whether an investment in the Fund may be too illiquid or too speculative for a particular
ERISA Plan and whether the assets of the ERISA Plan would be sufficiently diversified. If a
fiduciary with respect to any such ERISA Plan breaches its responsibilities with regard to selecting
an investment or an investment course of action for such ERISA Plan, the fiduciary may be held
personally liable for losses incurred by the ERISA Plan as a result of such breach.

Plan Assets Regulations

The DOL has published a regulation (the "Regulation”) describing when the
underlying assets of an entity in which certain benefit plan investors ("Benefit Plan Investors”)
invest conpstitute "plan assets” for purposes of ERISA. Benefit Plan Investors include employee
benefit plans as defined in Section 3(3) of ERISA, whether or not subject to Title I of ERISA,
plans described in Section 4975(e)X1) of the IRC, government plans, church plans, non-U.S.
employee benefit plans, certain insurance company general and separate accounts, and entities
the underlying assets of which include plan assets by reason of investment therein by Benefit
Plan Investors. The effect of the Regulation is to treat certain entities as pooled funds for the
collective investment of plan assets.

The Regulation provides that, as a general rule, when an ERISA Plan invests
assets in another entity, the ERISA Plan's assets include its investment, but do not, solely by
reason of such investment, include any of the underlying assets of the entity. However, when an
ERISA Plan acquires an "equity interest” in an entity that is neither: (a) a "publicly offered
security;” nor (b) a security issued by an investment fund registered under the Company Act,
then the ERISA Plan’s assets include both the equity interest and an undivided interest in each of
the underlying assets of the entity, unless it is established that:

() the entity is an "operating company;"” or

(ii)  the equity participation in the entity by Benefit Plan Investors is not
"significant.”

Equity participation in an entity by Benefit Plan Investors is considered
"significant” if 25% or more of the value of any class of equity interests in the entity is held by
such Benefit Plan Investors. Equity interests held by a person with discretionary authority or
control with respect to the assets of the entity and equity interests held by a person who provides
investment advice for a fee (direct or indirect) with respect to such assets or any affiliate of any
such person (other than a Benefit Plan Investor) are not considered for purposes of determining
whether equity participation by Benefit Plan Investors is significant. The Regulation provides
that the 25% of ownership test applies at the time of an acquisition by any person of the equity
interests. In addition, an advisory opinion of the DOL takes the position that the redemption of
an equity interest by an investor constitutes the acquisition of an equity interest by the remaining
investors (through an increase in their percentage ownership of the remaining equity interests),
thus triggering an application of the 25% test at the time of the redemption.
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Limitation on Investments by Benefit Plan Investors

It is the current intent of the Investment Advisor to monitor the investments in the
Fund to ensure that the aggregate investment by Benefit Plan Investors does not equal or exceed
25% of the value of any class of the Class B Participating Shares in the Fund so that equity
participation by Benefit Plan Investors in the Fund will not be considered "significant" under the
Regulation and, as a result, the underlying assets of the Fund will not be deemed "plan assets”
for purposes of the Regulation. Class B Participating Shares held by the Investment Advisor and
its affiliates are not considered for purposes of determining whether equity participation by
Benefit Plan Investors is significant. If the assets of the Fund were regarded as "plan assets" of a
Benefit Plan Investor that is an ERISA Plan or an Individual Retirement Fund, the Investment
Advisor would be a "fiduciary” (as defined in ERISA and the IRC) with respect to each such
Benefit Plan Investor, and would be subject to the obligations and liabilities imposed on
fiduciaries by ERISA. In such circumstances, the Fund would be subject to various other
requirements of ERISA and the IRC. In particular, the Fund would be subject to rules restricting
transactions with "parties in interest” and prohibiting transactions involving conflicts of interest
on the part of fiduciaries which might result in a violation of ERISA and the IRC unless the Fund
obtained appropriate exemptions from the DOL allowing the Fund to conduct its operations as
described herein. As described above, under "Mandatory Redemption”, the Board of Directors
of the Fund reserves the right to redeem all or a part of the Class B Participating Shares held by
any shareholder, subject to the aforesaid, including, without limitation, to ensure compliance
with the above percentage limitation. The Investment Advisor reserves the right, however, to
waive the 25% limitation and thereafter to comply with ERISA.

Representations by Plans

An ERISA Plan proposing to invest in the Fund will be required to represent that it
is, and any fiduciaries responsible for the ERISA Plan's investments are, aware of and understand
the Fund's investment objective, policies and strategies, and that the decision to invest plan assets
in the Fund was made with appropriate consideration of relevant investment factors with regard to
the ERISA Plan and is consistent with the duties and responsibilities imposed upon fiduciaries with
regard to their investment decisions under ERISA.

WHETHER OR NOT THE UNDERLYING ASSETS OF THE FUND ARE
DEEMED PLAN ASSETS UNDER THE REGULATION, AN INVESTMENT IN THE FUND
BY AN ERISA PLAN IS SUBJECT TO ERISA. ACCORDINGLY, FIDUCIARIES OF ERISA
PLANS SHOULD CONSULT WITH THEIR OWN COUNSEL AS TO THE
CONSEQUENCES UNDER ERISA OF AN INVESTMENT IN THE FUND.

ERISA Plans and Individual Retirement Funds Having Prior Relationships with the
Investment Advisor or its Affiliates

Certain prospective ERISA Plan and Individual Retirement Funds investors may
currently maintain relationships with the Investment Advisor or other entities that are affiliated
with the Investment Advisor. Each of such entities may be deemed to be a party in interest to
and/or a fiduciary of any ERISA Plan or Individual Retirement Fund to which any of the
Investment Advisor or its affiliates provides investrent management, investment advisory or other
services. ERISA prohibits ERISA Plan assets to be used for the benefit of a party in interest and
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also prohibits an ERISA Plan fiduciary from using its position to cause the ERISA Plan to make an
mvestment from which it or certain third parties in which such fiduciary has an interest would
receive a fee or other consideration. Similar provisions are imposed by the IRC with respect to
Individual Retirement Funds. ERISA Plan and Individual Retirement Fund investors should
consult with counsel to detertnine if participation in the Fund is a transaction that is prohibited by
ERISA or the IRC.

The provisions of ERISA are subject to extensive and continuing administrative and
judicial interpretation and review. The discussion of ERISA contained herein is, of necessity,
general and may be affected by future publication of regulations and rulings. Potential Investors
should consult with their legal advisors regarding the consequences under ERISA of the acquisition
and ownership of Class B Participating Shares.

ANTI-MONEY LAUNDERING REGULATIONS

As part of the Fund's responsibility for the prevention of money laundering, the
Fund and the Registrar (including their affiliates, subsidiaries or associates) will require a
detailed verification of the applicant's identity and the source of payment. Depending on the
circumstances of each application, a detailed verification might not be required (but may in
certain circumstances) where:

(a) the applicant is a recognized financial institution which is regulated by a
recognized regulatory authority and carries on business in a country listed in
Schedule 3 of the Money Laundering Regulations (2005 Revision) of the Cayman
Islands (as amended)a "Schedule 3 Country"); or

(b)  the application is made through a recognized intermediary which is regulated by a
recognized regulatory authority and carries on business in a Schedule 3 Country.
In this situation the Fund may rely on a written assurance from the intermediary
that the requisite identification procedures on the applicant for business have been
carried out; or

{©) the subscription payment is remitted from an account (or joint account) held in

the applicant's name at a bank in the Cayman Islands or a bank regulated in a

- Schedule 3 Country. In this situation the Fund may require evidence identifying

the branch or office of the bank from which the monies have been transferred,

verify that the account is in the name of the applicant and retain a written record

of such details. The Fund and the Registrar reserve the right to request such

information as is necessary to verify the identity of an applicant. In the event of

delay or failure by the applicant to produce any information required for

verification purposes, the Registrar will refuse to accept the application and the
subscription monies relating thereto.

If any person who is resident in the Cayman Jslands (including the Registrar) has
a suspicion obtained in the course of business that any other person is engaged in money
laundering that person is required to report such suspicion pursuant to The Proceeds of Criminal
Conduct Law (2005 Revision).
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By subscribing, applicants consent to the disclosure by the Fund and the Registrar
of any information about them to regulators and others upon request in connection with money
laundering and similar matters both in the Cayman Islands and in other jurisdictions.

Each subscriber and Shareholder is required to make such representations to the
Fund as the Fund, the Registrar and the Investment Advisor require in connection with any
applicable anti-money laundering laws, including, without limitation, representations to the Fund
that such subscriber or Shareholder is not a prohibited country, territory, individual or entity
listed on the U.S. Treasury Department's Office of Foreign Assets Control ("OFAC") website
and that it is not directly or indirectly affiliated with, any country, territory, individual or entity
named on an OFAC list or prohibited by any OFAC sanctions programs. Such Shareholder must
also represent to the Fund that amounts contributed by it to the Fund were not directly or
indirectly derived from activities that may contravene U.S. federal, state or international laws
and regulations, including anti-money laundering laws and regulations.

SUITABILITY REQUIREMENTS; LIMITATIONS ON TRANSFERABILITY

Prospective Shareholders must be non-U.S. Persons or Permitted U.S. Persons
and must meet other suitability requirements described below and in the Subscrption
Documents. The Fund, in its sole discretion, may decline to accept the subscription for Class B
Participating Shares of any prospective Shareholder.

The term "U.S. Person” means, with respect to individuals, any U.S. citizen (and
certain former U.S. citizens) or "resident alien” within the meaning of U.S. income tax laws as in
effect from time to time. Currently, the term "resident alien” is defined under U.S. income tax
laws to generally include any individual who (i) holds an Alien Registration Card (a "green
card") issued by the U.S. Immigration and Naturalization Service or (ii) meets a "substantial
presence” test. The "substantial presence” test is generally met with respect to any current
calendar year if (i) the individual was present in the U.S. on at least 31 days during such year and
(ii) the sum of the number of days on which such individual was present in the U.S. during the
current year, 1/3 of the number of such days during the first preceding year, and 1/6 of the
number of such days during the second preceding year, equals or exceeds 183 days. With
respect to persons other than individuals, the term "U.S. Person" means (i) a corporation or
partnership created or organized in the United States or under the law of the United States or any
state, (ii) a trust where (a) a U.S. court is able to exercise primary jurisdiction over the trust and
{b) one or more U.S. persons have the authority to control all substantial decisions of the trust
and (iii) an estate which is subject to U.S. tax on its worldwide income from all sources. The
term "U.S. Person” also means any individual or entity that would be a U.S. Person under
Regulation S of the U.S. Securities Act of 1933, as amended (the "Securities Act"). The
Regulation S definition is set forth in Appendix B to this Memorandum.

Each subscriber for Class B Participating Shares will be required to certify to the
Fund, among other things, that the Class B Participating Shares are not being acquired and will
not at any time be held for the account or benefit, directly or indirectly, of any U.S. Person (other
than a Permitted U.S. Person) or any non-U.S. Person subject to the above restrictions.
Shareholders are required to notify the Fund immediately of any change in such information. IT
IS THE RESPONSIBILITY OF EACH SHAREHOLDER TO VERIFY THAT IT IS NOT A
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U.S. PERSON THAT WOULD BE PROHIBITED FROM OWNING CLASS B
PARTICIPATING SHARES IN THE FUND.

Each subscriber for Class B Participating Shares who 1is a Permitted U.S. Person
will be required to certify to the Fund, among other things, that such investor is: (1) an accredited
investor under Regulation D under the Securties Act, and (i1) a "qualified purchaser” under
Section 3(c)7) of the U.S. Investment Company Act of 1940, as amended (the "Investment
Company Act").

Each prospective Shareholder is urged to consult with its own advisors to
determine the suitability of an investment in the Class B Participating Shares, and the
relationship of such an mvestment to the purchaser’s overall investment program and financial
and tax position. Each purchaser of Class B Participating Shares is required to represent further
that, after all necessary advice and analysis, its investment in the Fund is suitable and
appropriate, in light of the foregoing considerations.

Class B Participating Shares and Special Investment Shares may not be pledged,
assigned, hypothecated, sold, exchanged or transferred without the prior written consent of the
Board of Directors, which consent may be given or withheld, in its discretion. Any attempt to
pledge, assign, hypothecate, sell, exchange or transfer Class B Participating Shares and Special
Investment Shares without the prior approval of the Board of Directors may subject such shares
to compulsory redemption.

CAYMAN ISLANDS MUTUAL FUNDS LAW

The Fund falls within the definition of a "Mutual Fund” in terms of the Mutual
Funds Law (2003 Revision) of the Cayman Islands (the "Law"), and accordingly is regulated in
terms of such Law. However, the Fund is not required to be licensed or to employ a licensed
mutual fund administrator since the minimum aggregate investment purchasable by a prospective
investor in the Fund exceeds $50,000 or its equivalent in any other currency.

As a regulated mutual fund, the Fund is subject to the supervision of the Cayman
Islands Monetary Authority (the "Monetary Authority"). The Fund must file this Memorandum
and any changes that materially affect any information in this document with the Monetary
Authority. The Monetary Authority may, at any time, instruct the Fund to have its accounts
audited and to submit them to the Monetary Authority within such time as the Monetary
Authority specifies. In addition, the Monetary Authority may ask the Board of Directors to give
the Monetary Authority such information or such explanation in respect of the Fund as the
Monetary Authority may reasonably require to enable it to carry out its duty under the Law.

The Board of Directors must give the Monetary Authority access to or provide at
any reasonable time all records relating to the Fund and the Monetary Authority may copy or
take an extract of any record to which it is given access. Failure to comply with these requests
by the Monetary Authority may result in substantial fines on the part of the Board of Directors
and may result in the Monetary Authority applying to a court to have the Fund wound up.

The Monetary Authority may take certain actions if it is satisfied that a regulated
mutual fund:
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() is or is likely to become unable to meet its obligations as they fall due;

(ii) is carrying on or is attempting to carry on business or is winding up its
business voluntarily in a manner that is prejudicial to its investors or creditors;

(iii)  is not being managed in a fit and proper manner; or

(iv) has persons appointed as directors, managers or officers that are pot fit
and proper persons to hold the respective position.

The powers of the Monetary Authority include inter alia the power to require the
substitution of directors, to appoint a person to advise the Fund on the proper conduct of its
affairs or to appoint a person to assume control of the affairs of the Fund. There are other
remedies available to the Monetary Authority including the ability to apply to the court for
approval of other actions.

COUNSEL

Schulte Roth & Zabel LLP, 919 Third Avenue, New York, New York 10022, acts
as counsel to the Fund in connection with its offering of Class B Participating Shares, Schulte
Roth & Zabel LLP also acts as counsel to the Investment Advisor and its affiliates. Maples and
Calder, Grand Cayman, Cayman Islands, acts as Cayman Islands counsel to the Fund. In
connection with the offering of Class B Participating Shares and subsequent advice to the Fund,
the Investment Advisor, its affiliates, Schulte Roth & Zabel LLP and Maples and Calder will not
be representing Shareholders. No independent counsel has been retained to represent
Shareholders.

AUDITOR; REPORTS

BDO Tortuga serves as the Fund's auditor. The Fund will provide to the
Shareholders unaudited financial statements within 35 days after the end of each calendar quarter
(other than the last) and will furnish to them anpual audited financial statements within 120 days
following the end of each fiscal year. Certain Shareholders may have access to certain
information regarding the Fund that may not be available to other Shareholders. Such
Shareholders may make investment decisions with respect to their investment in the Fund based
on such information.

SUBSCRIPTION FOR SHARES
Persons interested in subscribing for Class B Participating Shares will be

furnished with, and will be required to complete, execute and return to the Investment Advisor,
subscription documents.
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APPENDIX A

Restrictions On Sales In Selected Jurisdictions
NOTICE TO RESIDENTS OF AUSTRALIA

NO OFFER FOR SUBSCRIPTION OR PURCHASE OF THE CLASS B
PARTICIPATING SHARES OFFERED HEREBY, NOR ANY INVITATION TO SUBSCRIBE
FOR OR BUY SUCH CLASS B PARTICIPATING SHARES HAS BEEN MADE OR ISSUED
IN AUSTRALIA, OTHERWISE THAN BY MEANS OF AN OFFER THAT DOES NOT
REQUIRE DISCLOSURE WITHIN THE MEANING OF SECTION 708 OF THE
CORPORATIONS LAW. ACCORDINGLY, THIS MEMORANDUM HAS NOT BEEN
LODGED WITH THE AUSTRALIAN SECURITIES & INVESTMENTS COMMISSION.
FURTHER, THE CLASS B PARTICIPATING SHARES OFFERED HEREBY MAY NOT BE
RESOLD IN AUSTRALIA WITHIN A PERIOD OF TWELVE MONTHS AFTER THE DATE
OF ISSUE OTHERWISE THAN BY MEANS OF AN OFFER THAT DOES NOT REQUIRE
DISCLOSURE PURSUANT TO SECTION 708 OF THE CORPORATIONS LAW.

NOTICE TO RESIDENTS OF THE COMMONWEALTH OF THE BAHAMAS

THE CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED OR SOLD OR
OTHERWISE DISPOSED OF IN ANY MANNER TO PERSONS OR ENTITIES DEEMED
BY THE CENTRAL BANK OF THE BAHAMAS (THE "BANK") AS "RESIDENT" FOR
EXCHANGE CONTROL PURPOSES.

NOTICE TO RESIDENTS OF BAHRAIN

ALL APPLICATIONS FOR INVESTMENT SHOULD BE RECEIVED, AND ANY
ALLOTMENTS MADE, FROM OUTSIDE BAHRAIN.

NOTICE TO RESIDENTS OF THE BRITISH VIRGIN ISLANDS

THE COMPANY, THIS MEMORANDUM AND THE CLASS B PARTICIPATING
SHARES OFFERED HEREBY HAVE NOT BEEN, AND WILL NOT BE, RECOGNIZED OR
REGISTERED UNDER THE LAWS AND REGULATIONS OF THE BRITISH VIRGIN
ISLANDS. THE CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED OR SOLD
IN THE BRITISH VIRGIN ISLANDS EXCEPT IN CIRCUMSTANCES IN WHICH THE
COMPANY, THIS MEMORANDUM AND THE CLASS B PARTICIPATING SHARES DO
NOT REQUIRE THE RECOGNITION BY OR REGISTRATION WITH THE AUTHORITIES
OF THE BRITISH VIRGIN ISLANDS.

NOTICE TO RESIDENTS OF BRUNEI
THIS MEMORANDUM AND THE CLASS B PARTICIPATING SHARES HAVE

NOT BEEN DELIVERED TO, REGISTERED WITH, NOR APPROVED BY THE
REGISTRAR OF COMPANIES.
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NOTICE TO RESIDENTS OF CANADA

THIS MEMORANDUM IS NOT, AND UNDER NO CIRCUMSTANCES IS TO BE
CONSTRUED AS, A PUBLIC OFFERING OF SECURITIES OR AN OFFERING OF
SECURITIES IN ANY JURISDICTION IN WHICH SUCH OFFERING WOULD BE
UNLAWFUL. NO SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA
HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES OFFERED
HEREBY AND ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL.
PERSONS WHO WILL BE ACQUIRING SECURITIES PURSUANT TO THIS
MEMORANDUM WILL NOT HAVE THE BENEFIT OF A REVIEW OF THE MATERIAL
BY ANY SECURITIES REGULATORY AUTHORITY IN CANADA.

BY ACCEPTING THEIR SUBSCRIPTION DOCUMENTS, THE COMPANY SHALL
BE GRANTING TO SHAREHOLDERS IN THE PROVINCES OF ALBERTA, BRITISH
COLUMBIA AND ONTARIO WHO HAVE RECEIVED THIS MEMORANDUM A
CONTRACTUAL RIGHT OF ACTION FOR DAMAGES OR RESCISSION AGAINST THE
FUND IF THIS MEMORANDUM, OR ANY AMENDMENT THERETO, CONTAINS A
MISREPRESENTATION, PROVIDED THAT:

(A) IN BRITISH COLUMBIA, THE RIGHT IS ONLY EXERCISABLE ON
WRITTEN NOTICE GIVEN NOT MORE THAN 90 DAYS SUBSEQUENT TO
THE DATE OF THE INVESTMENT;

(B) IN ALBERTA, NO ACTION SHALL BE COMMENCED TO ENFORCE A
CONTRACTUAL RIGHT OF ACTION UNLESS THE RIGHT IS EXERCISED:

{O IN THE CASE OF RESCISSION, ON NOTICE TO THE ISSUER NOT
LATER THAN 180 DAYS, OR

() IN THE CASE OF DAMAGES, ON NOTICE TO THE ISSUER NOT
LATER THAN ONE YEAR FROM THE DATE OF THE
TRANSACTION THAT GAVE RISE TO THE CAUSE OF ACTION;

(C) THE COMPANY WILL NOT BE LIABLE IF IT IS PROVED THAT, AT THE
TIME OF THE TRANSACTION, THE SHAREHOLDER KNEW OF THE
ALLEGED MISREPRESENTATION;

() IN AN ACTION FOR DAMAGES, THE COMPANY IS NOT LIABLE FOR
ALL OR ANY PORTION OF SUCH DAMAGES THAT THE COMPANY
PROVES DO NOT REPRESENT THE DEPRECIATION IN VALUE OF THE
SECURITIES AS A RESULT OF THE MISREPRESENTATION;

(E) IN NO CASE SHALL THE AMOUNT RECOVERABLE EXCEED THE
PURCHASE PRICE FOR THE SECURITIES; AND

(F) THIS RIGHT OF ACTION IS IN ADDITION TO ANY OTHER RIGHT OR
REMEDY AVAILABLE TO THE SHAREHOLDER AT LAW.
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FOR THESE PURPOSES A "MISREPRESENTATION" MEANS AN UNTRUE
STATEMENT OF A MATERIAL FACT OR AN OMISSION TO STATE A MATERIAL
FACT THAT IS NECESSARY IN ORDER TO MAKE ANY STATEMENT NOT
MISLEADING IN LIGHT OF THE CIRCUMSTANCES IN WHICH IT WAS MADE. A
"MATERJIAL FACT" MEANS A FACT THAT SIGNIFICANTLY AFFECTS, OR WOULD
REASONABLY BE EXPECTED TO HAVE A SIGNIFICANT EFFECT ON, THE MARKET
PRICE OR VALUE OF THE CLASS B PARTICIPATING SHARES.

'NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS

NO INVITATION MAY BE MADE TO THE PUBLIC IN THE CAYMAN ISLANDS
TO SUBSCRIBE FOR THE CLASS B PARTICIPATING SHARES. CAYMAN ISLANDS
EXEMPTED AND ORDINARY NON-RESIDENT COMPANIES AND CERTAIN OTHER
PERSONS ENGAGED IN OFFSHORE BUSINESS, HOWEVER, MAY BE PERMITTED TO
ACQUIRE CLASS B PARTICIPATING SHARES.

NOTICE TO RESIDENTS OF FINLAND

THIS MEMORANDUM HAS BEEN PREPARED FOR PRIVATE INFORMATION
PURPOSES OF INTERESTED INVESTORS ONLY. IT MAY NOT BE USED FOR AND
SHALL NOT BE DEEMED A PUBLIC OFFERING OF CLASS B PARTICIPATING
SHARES. THE RAHOITUSTARKASTUS HAS NOT AUTHORIZED ANY OFFERING OF
THE SUBSCRIPTION OF CLASS B PARTICIPATING SHARES IN THE COMPANY;
ACCORDINGLY, CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED OR
SOLD IN FINLAND OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY
FINNISH LAW. THIS MEMORANDUM IS STRICTLY FOR PRIVATE USE BY ITS
HOLDER AND MAY NOT BE PASSED ON TO THIRD-PARTIES.

NOTICE TO RESIDENTS OF FRANCE

THIS MEMORANDUM IS FURNISHED TO YOU SOLELY FOR YOUR
INFORMATION AND MAY NOT BE REPRODUCED OR REDISTRIBUTED TO ANY
OTHER PERSON. IT IS STRICTLY CONFIDENTIAL AND IS SOLELY DESTINED TO
PERSONS AND INSTITUTIONS TO WHICH IT WAS INITIALLY SUPPLIED. THIS
MEMORANDUM DOES NOT CONSTITUTE AN OFFER OR AN INVITATION TO
SUBSCRIBE FOR OR PURCHASE ANY CLASS B PARTICIPATING SHARES, AND
NEITHER THIS MEMORANDUM NOR ANYTHING CONTAINED HEREIN SHALL FORM
THE BASIS OF ANY CONTRACT OR COMMITMENT WHATSOEVER.

THIS MEMORANDUM MAY NOT BE DISTRIBUTED TO THE PUBLIC IN
FRANCE OR USED IN CONNECTION WITH ANY OFFER FOR SUBSCRIPTION OR SALE
OF SECURITIES IN FRANCE OTHER THAN IN ACCORDANCE WITH ARTICLE 6 AND 7
OF THE ORDINANCE NO. 67-833 OF 28 SEPTEMBER 1967. THIS MEMORANDUM HAS
NOT BEEN SUBMITTED TO THE "COMMISSION DES OPERATIONS DE BOURSES"
FOR APPROVAL AND DOES NOT CONSTITUTE AN OFFER FOR SALE OR
SUBSCRIPTION OF CLASS B PARTICIPATING. SHARES.
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NOTICE TO RESIDENTS OF GERMANY

THE CLASS B PARTICIPATING SHARES MAY ONLY BE ACQUIRED IN
ACCORDANCE WITH THE GERMAN WERTPAPIERVERKAUFS-PROSPEKTGESETZ
(SECURITIES SELLING PROSPECTUS ACT) AND THE
AUSLANDSINVESTMENTGESETZ (ACT ON FOREIGN INVESTMENT FUNDS). THE
CLASS B PARTICIPATING SHARES ARE NOT REGISTERED OR AUTHORIZED FOR
DISTRIBUTION UNDER THE ACT ON FOREIGN INVESTMENT FUNDS AND
ACCORDINGLY MAY NOT BE, AND ARE NOT BEING, OFFERED OR ADVERTISED
PUBLICLY OR OFFERED SIMILARLY UNDER §1 OF THE ACT ON FOREIGN
INVESTMENT FUNDS OR SECURITIES SELLING PROSPECTUS ACT. THEREFORE
THIS OFFER IS ONLY BEING MADE TO RECIPIENTS TO WHOM THIS
MEMORANDUM IS PERSONALLY ADDRESSED AND DOES NOT CONSTITUTE AN
OFFER OR ADVERTISEMENT TO THE PUBLIC. THE CLASS B PARTICIPATING
SHARES CAN ONLY BE ACQUIRED FOR A MINIMUM PURCHASE PRICE OF $75,000
EXCLUDING COMMISSION AND OTHER FEES PER PERSON.

NOTICE TO RESIDENTS OF GREECE

THIS MEMORANDUM AND THE CLASS B PARTICIPATING SHARES TO WHICH
IT RELATES AND ANY OTHER MATERIAL RELATED THERETO MAY NOT BE
ADVERTISED, DISTRIBUTED OR OTHERWISE MADE AVAILABLE TO THE PUBLIC IN
GREECE.

THE GREEK CAPITAL MARKET COMMITTEE HAS NOT AUTHORIZED ANY
PUBLIC OFFERING OF THE SUBSCRIPTION OF CLASS B PARTICIPATING SHARES IN
THE COMPANY; ACCORDINGLY, CLASS B PARTICIPATING SHARES MAY NOT BE
ADVERTISED, DISTRIBUTED OR IN ANY WAY OFFERED OR SOLD IN GREECE OR
TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY GREEK LAW.

NOTICE TO RESIDENTS OF HONG KONG

NO STEPS HAVE BEEN TAKEN TO REGISTER THIS MEMORANDUM AS A
PROSPECTUS IN HONG KONG OR IN ANY OTHER JURISDICTION. SUBSCRIPTION
WILL NOT BE ACCEPTED FROM ANY PERSON OTHER THAN THE PERSON TO
WHOM THIS MEMORANDUM HAS BEEN DELIVERED. THIS MEMORANDUM IS
DELIVERED ONLY TO THE RECIPIENT AND MAY NOT BE USED, COPIED,
REPRODUCED OR DISTRIBUTED IN WHOLE OR IN PART, TO ANY OTHER PERSON.

NOTICE TO THE RESIDENTS OF INDONESIA
THE COMPANY HAS AGREED THAT IT MAY NOT MAKE A PUBLIC OFFERING
(AS THAT TERM IS DEFINED IN LAW OF THE REPUBLIC OF INDONESIA NO. 8 OF

1995 CONCERNING THE CAPITAL MARKETS) OF THE CLASS B PARTICIPATING
SHARES.
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NOTICE TO RESIDENTS OF IRELAND

THIS MEMORANDUM IS NOT A PROSPECTUS AND DOES NOT CONSTITUTE
OR FORM PART OF ANY OFFER OR INVITATION TO THE PUBLIC TO SUBSCRIBE
FOR OR PURCHASE CLASS B PARTICIPATING SHARES IN THE COMPANY AND
SHALL NOT BE CONSTRUED AS SUCH AND NO PERSON OTHER THAN THE PERSON
TO WHOM THIS MEMORANDUM HAS BEEN ADDRESSED OR DELIVERED SHALL BE
ELIGIBLE TO SUBSCRIBE FOR OR PURCHASE CLASS B PARTICIPATING SHARES IN
THE COMPANY.

NOTICE TO RESIDENTS OF THE ISLE OF MAN

THE COMPANY IS NOT A RECOGNIZED COLLECTIVE INVESTMENT SCHEME
FOR THE PURPOSES OF SECTIONS 12 OR 13 OF THE FINANCIAL SERVICES ACT 1988
("THE ACT") OF THE ISLE OF MAN AND IS ACCORDINGLY SUBJECT TO THE
PROHIBITION ON THE PROMOTION OF COLLECTIVE INVESTMENT SCHEMES AS
CONTAINED IN SECTION 1(1) OF THE ACT. ACCORDINGLY, THIS MEMORANDUM
MAY ONLY BE ISSUED OR PASSED ON TO ANY PERSON IN THE ISLE OF MAN BY
WAY OF THE TWO LIMITED EXCEPTIONS TO THIS GENERAL PROHIBITION
CONTAINED IN SECTION 1(2) OF THE ACT AND THE FINANCIAL SUPERVISION
(PROMOTION OF UNREGULATED SCHEMES (EXEMPTION) REGULATIONS 1992
("THE EXEMPTION REGULATIONS"). UNDER REGULATION 3(2) OF THE
EXEMPTION REGULATIONS, ANY ADVERTISEMENT ISSUED IN THE ISLE OF MAN
IN CONNECTION WITH THE COMPANY MUST CONTAIN A STATEMENT EITHER (A)
THAT PARTICIPANTS IN THE COMPANY ARE NOT PROTECTED BY ANY
STATUTORY COMPENSATION SCHEME; OR (B) THAT PARTICIPANTS IN THE
COMPANY ARE PROTECTED BY A STATUTORY COMPENSATION SCHEME AND
PARTICULARS SUFFICIENT TO IDENTIFY THE COMPENSATION ARRANGEMENTS.

NOTICE TO RESIDENT OF ISRAEL

ISRAELI RESIDENTS, OTHER THAN THOSE CONSIDERED "EXEMPTION
HOLDERS" UNDER THE GENERAL CURRENCY CONTROL PERMIT, 1978, REQUIRE A
SPECIAL PERMIT FROM THE ISRAELI CONTROLLER OF FOREIGN CURRENCY IN
ORDER TO PURCHASE THE CLASS B PARTICIPATING SHARES. THE CLASS B
PARTICIPATING SHARES ARE OFFERED TO A LIMITED NUMBER OF
SOPHISTICATED INVESTORS, IN ALL CASES UNDER CIRCUMSTANCES DESIGNED
TO PRECLUDE A DISTRIBUTION WHICH WOULD BE OTHER THAN A PRIVATE
PLACEMENT. THE MEMORANDUM MAY NOT BE REPRODUCED OR USED FOR ANY
OTHER PURPOSE, NOR BE FURNISHED TO ANY OTHER PERSON OTHER THAN
THOSE TO WHOM COPIES HAVE BEEN SENT.

NOTICE TO RESIDENTS OF ITALY

NO ACTION HAS OR WILL BE TAKEN WHICH WOULD ALLOW AN OFFERING
OF CLASS B PARTICIPATING SHARES TO THE PUBLIC IN ITALY. ACCORDINGLY,
THE CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED, SOLD OR
DELIVERED AND NEITHER THIS MEMORANDUM NOR ANY OTHER OFFERING
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MATERIAL RELATING TO THE CLASS B PARTICIPATING SHARES MAY BE
DISTRIBUTED OR MADE AVAILABLE TO THE PUBLIC IN ITALY. INDIVIDUAL
SALES OF THE CLASS B PARTICIPATING SHARES TO ANY PERSON IN ITALY MAY
ONLY BE MADE ACCORDING TO ITALIAN SECURITIES, TAX AND OTHER
APPLICABLE LAWS AND REGULATIONS.

NOTICE TO RESIDENTS OF JAPAN

THE CLASS B PARTICIPATING SHARES DO NOT CONSTITUTE SECURITIES TO
BE REGISTERED UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN AND
THEREFORE HAVE NOT BEEN REGISTERED AND WILL NOT BE REGISTERED
UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN. THIS MEMORANDUM IS
CONFIDENTIAL AND IS INTENDED SOLELY FOR THE USE OF ITS RECIPIENT. ANY
DUPLICATION OR REDISTRIBUTION OF THIS MEMORANDUM IS PROHIBITED. THE
RECIPIENT OF THIS MEMORANDUM, BY ACCEPTING DELIVERY THEREOF, AGREES
TO RETURN IT AND ALL RELATED DOCUMENTS TO THE COMPANY IF THE
RECIPIENT ELECTS NOT TO PURCHASE ANY OF THE CLASS B PARTICIPATING
SHARES OR IF EARLIER REQUESTED BY THE COMPANY'S BOARD OF DIRECTORS.

NOTICE TO RESIDENTS OF JERSEY

THIS MEMORANDUM RELATES TO A PRIVATE PLACEMENT AND DOES NOT
CONSTITUTE AN OFFER TO THE PUBLIC OF JERSEY TO SUBSCRIBE FOR THE
CLASS B PARTICIPATING SHARES OFFERED HEREBY. NO REGULATORY
APPROVAL HAS BEEN SOUGHT TO THE OFFER IN JERSEY. THE OFFER OF THE
CLASS B PARTICIPATING SHARES IS PERSONAL TO THE PERSON TO WHOM THIS
MEMORANDUM IS BEING DELIVERED BY OR ON BEHALF OF THE COMPANY, AND
A SUBSCRIPTION FOR THE CLASS B PARTICIPATING SHARES WILL ONLY BE
ACCEPTED FROM SUCH PERSON. THE MEMORANDUM MAY NOT BE PRODUCED
OR USED FOR ANY OTHER PURPOSE, NOR BE FURNISHED TO ANY OTHER PERSON
OTHER THAN THOSE TO WHOM IT HAS BEEN SO DELIVERED.

NOTICE TO RESIDENTS OF LIECHTENSTEIN

THE CLASS B PARTICIPATING SHARES ARE OFFERED TO A NARROWLY
DEFINED CATEGORY OF INVESTORS, IN ALL CASES UNDER CIRCUMSTANCES
DESIGNED TO PRECLUDE A PUBLIC SOLICITATION. THE MEMORANDUM MAY
NOT BE REPRODUCED OR USED FOR ANY OTHER PURPOSE, NOR BE FURNISHED
TO ANY OTHER PERSON OTHER THAN THOSE TO WHOM COPIES HAVE BEEN
SENT.

NOTICE TO RESIDENTS OF LUXEMBOURG

THIS MEMORANDUM IS STRICTLY PRIVATE AND CONFIDENTIAL, IS BEING
ISSUED TO A LIMITED NUMBER OF SOPHISTICATED INVESTORS, AND MAY NOT
BE REPRODUCED OR USED FOR ANY OTHER PURPOSE, NOR PROVIDED TO ANY
PERSON OTHER THAN THE RECIPIENT THEREOF.
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CONFIDENTIAL

NOTICE TO THE RESIDENTS OF MALAYSIA

SINCE THE SALE OF THESE CLASS B PARTICIPATING SHARES WILL NOT BE
MADE PURSUANT TO AN APPROVED DEED (AS DEFINED IN SECTION 85 OF THE
COMPANIES ACT, 1965), THE COMPANY CANNOT ISSUE OR OFFER TO THE PUBLIC
FOR PURCHASE OR SUBSCRIPTION OR INVITE THE PUBLIC TO SUBSCRIBE FOR OR
PURCHASE ANY CLASS B PARTICIPATING SHARES. THESE CLASS B
PARTICIPATING SHARES ARE BEING OFFERED TO INVESTORS UNDER A VERY
LIMITED AND EXCLUSIVE PRIVATE PLACEMENT. INVESTORS MAY NOT OFFER
TO THE PUBLIC FOR PURCHASE OR INVITE THE PUBLIC TO OR PURCHASE ANY
CLASS B PARTICIPATING SHARES INVESTORS ACQUIRE FROM THE COMPANY IF
SUCH SALE WOULD CONTRAVENE THE ABOVE RESTRICTIONS.

NOTICE TO RESIDENTS OF MANITOBA
IN MANITOBA, ANY PURCHASER OF SECURITIES WHO IS AN INDIVIDUAL.:

A) WILL NOT BE BOUND BY THE CONTRACT OF PURCHASE IF THE
COMPANY RECEIVES WRITTEN OR TELEGRAPHIC NOTICE
EVIDENCING THE PURCHASER'S INTENTION NOT TO BE
BOUND NOT LATER THAN MIDNIGHT ON THE SECOND
BUSINESS DAY AFTER THE MEMORANDUM OR AMENDED
MEMORANDUM IS RECEIVED OR DEEMED TO BE RECEIVED;

B) HAS THE RIGHT TO RESCIND THE CONTRACT OF PURCHASE
WHILE STILL THE OWNER OF THE SECURITIES IF THE
MEMORANDUM OR ANY AMENDED MEMORANDUM AS OF THE
DATE OF RECEIPT OR DEEMED RECEIPT CONTAINS ANY
MISREPRESENTATION, BUT NO ACTION TO ENFORCE THIS
RIGHT MAY BE COMMENCED AFTER THE EXPIRATION OF THE
LATER OF 180 DAYS FROM THE DATE OF RECEIPT OR DEEMED
RECEIPT BY THE PURCHASER OR THE AGENT OF THE
PURCHASER OF THE MEMORANDUM OR AMENDED
MEMORANDUM OR THE DATE OF THE CONTRACT OF
PURCHASE;

O IF THE MEMORANDUM OR ANY AMENDED MEMORANDUM
CONTAINS ANY MISREPRESENTATION, HAS A RIGHT OF
ACTION FOR DAMAGES AGAINST THE COMPANY AND THE
DIRECTORS THEREOF FOR ANY LOSS OR DAMAGES THAT THE
PURCHASER SUSTAINED AS A RESULT OF THE PURCHASE OF
THE SECURITIES UNLESS IT IS PROVED THAT:

D THE MEMORANDUM OR AMENDED MEMORANDUM WAS
DELIVERED TO PROSPECTIVE PURCHASERS WITHOUT
THE DIRECTOR'S KNOWLEDGE OR CONSENT; OR

Im) AFTER DELIVERY OF THE MEMORANDUM OR AMENDED
MEMORANDUM AND BEFORE THE PURCHASE OF THE
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SECURITIES, ON BECOMING AWARE OF ANY FALSE
STATEMENT, THE DIRECTOR WITHDREW HIS CONSENT
TO THE DELIVERY OF THE MEMORANDUM OR
AMENDED MEMORANDUM TO PROSPECTIVE
PURCHASERS AND GAVE REASONABLE PUBLIC NOTICE
OF SUCH WITHDRAWAL AND THE REASON THEREFORE;
OR

on  WITH RESPECT TO ANY FALSE STATEMENT, THE
DIRECTOR HAD REASONABLE GROUNDS TO BELIEVE
AND DID BELIEVE THAT THE STATEMENT WAS TRUE;
OR

IV) WHERE THE FALSE STATEMENT WAS THAT OF AN
EXPERT, THE DIRECTOR HAD NO REASONABLE
GROUNDS TO BELIEVE THAT THE EXPERT WAS NOT
COMPETENT TO MAKE THE STATEMENT, VALUATION
OR REPORT; OR

V) WHERE THE FALSE STATEMENT PURPORTS TO BE FROM
AN OFFICIAL SOURCE, IT WAS A CORRECT AND FAIR
REPRESENTATION OF THE STATEMENT;

BUT NO ACTION TO ENFORCE THESE RIGHTS OF ACTION FOR DAMAGES MAY BE
COMMENCED BY A PURCHASER AFTER THE EXPIRATION OF THE LATER OF ONE
YEAR FROM THE DATE OF RECEIPT OR DEEMED RECEIPT OF THE MEMORANDUM
OR AMENDED MEMORANDUM BY SUCH PURCHASER OR HIS AGENT OR THE DATE
OF THE CONTRACT TO PURCHASE THE SECURITIES.

NOTICE TO RESIDENTS OF THE NETHERLANDS

IN THE NETHERLANDS, CLASS B PARTICIPATING SHARES HAVE NOT AND
SHALL NOT BE OFFERED, SOLD, TRANSFERRED OR DELIVERED TO ANY
INDIVIDUAL OR LEGAL ENTITY AS PART OF THEIR INITIAL DISTRIBUTION, OR AT
ANY TIME THEREAFTER, OTHER THAN TO INDIVIDUALS OR LEGAL ENTITIES
WHO OR WHICH TRADE OR INVEST IN SECURITIES IN THE COURSE OF THEIR
PROFESSION OR TRADE, WHICH INCLUDE BANKS, SECURITIES FIRMS,
INVESTMENT INSTITUTIONS, BROKERS, DEALERS, INSURANCE COMPANIES,
PENSION FUNDS, OTHER INSTITUTIONAL INVESTORS AND COMMERCIAL
ENTERPRISES REGULARLY, AS AN ANCILLARY ACTIVITY, INVESTING IN
SECURITIES.

NOTICE TO THE RESIDENTS OF NEW ZEALAND

THIS MEMORANDUM HAS BEEN PREPARED SOLELY FOR AND THE OFFER
MADE IN IT IS MADE SOLELY TO HABITUAL INVESTORS (BEING PERSONS
DEFINED IN SECTION 3(2)(A)(I) OF THE NEW ZEALAND SECURITIES ACT 1978).
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' CONFIDENTIAL

NOTICE TO RESIDENTS OF OMAN

PROSPECTIVE INVESTORS SHOULD SEEK PROFESSIONAL ADVICE BEFORE
MAKING ANY INVESTMENT.

NOTICE FOR RESIDENTS OF ONTARIO

THE SECURITIES BEING OFFERED ARE THOSE OF A FOREIGN ISSUER AND
ONTARIO PURCHASERS WILL NOT RECEIVE THE CONTRACTUAL RIGHT OF
ACTION PRESCRIBED BY SECTION 32 OF THE REGULATION UNDER THE
SECURITIES ACT (ONTARIO). AS A RESULT, ONTARIO PURCHASERS MUST RELY
ON OTHER REMEDIES THAT MAY BE AVAILABLE, INCLUDING COMMON LAW
RIGHTS OF ACTION FOR DAMAGES OR RESCISSION OR RIGHTS OF ACTION UNDER
THE CIVIL LIABILITY PROVISIONS OF THE U.S. FEDERAL SECURITIES LAWS.

ALL OF THE ISSUER'S DIRECTORS AND OFFICERS, AS WELL AS THE

‘EXPERTS NAMED HEREIN, MAY BE LOCATED OUTSIDE OF CANADA AND, AS A

RESULT, IT MAY NOT BE POSSIBLE FOR ONTARIO PURCHASERS TO EFFECT
SERVICE OF PROCESS WITHIN CANADA UPON THE ISSUER OR SUCH PERSONS.
ALL OR SUBSTANTIAL PORTION OF THE ASSETS OF THE ISSUER AND SUCH
PERSON MAY BE LOCATED OUTSIDE OF CANADA AND, AS A RESULT, IT MAY NOT
BE POSSIBLE TO SATISFY A JUDGMENT AGAINST THE ISSUER OR SUCH PERSONS
IN CANADA OR TO ENFORCE A JUDGMENT OBTAINED IN CANADIAN COURTS
AGAINST SUCH ISSUER OR PERSONS OUTSIDE OF CANADA.

NOTICE TO RESIDENTS OF SINGAPORE

THE CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED OR SOLD,
NOR MAY ANY DOCUMENT OR OTHER MATERIAL IN CONNECTION THEREWITH
BE ISSUED, CIRCULATED OR DISTRIBUTED, EITHER DIRECTLY OR INDIRECTLY,
TO PERSONS IN SINGAPORE OTHER THAN UNDER CIRCUMSTANCES IN WHICH
SUCH OFFER OR SALE DOES NOT CONSTITUTE AN OFFER OR SALE OF THE CLASS
B PARTICIPATING SHARES TO THE PUBLIC IN SINGAPORE OR TO PERSONS WHOSE
ORDINARY BUSINESS IT IS TO BUY OR SELL CLASS B PARTICIPATING SHARES OR
DEBENTURES, WHETHER AS PRINCIPAL OR AGENT. .

NOTICE TO RESIDENTS OF SOUTH AFRICA

THE CLASS B PARTICIPATING SHARES OFFERED HEREIN ARE FOR YOUR
ACCEPTANCE ONLY AND MAY NOT BE OFFERED OR BECOME AVAILABLE TO
PERSONS OTHER THAN YOURSELF AND MAY NOT BE PUBLICLY OFFERED, SOLD
OR ADVERTISED IN SOUTH AFRICA AND THIS MEMORANDUM MAY ONLY BE
CIRCULATED TO SELECTED INDIVIDUALS.

NOTICE TO RESIDENTS OF SPAIN

THIS MEMORANDUM HAS NOT AND WILL NOT BE REGISTERED WITH LA
COMISION NACIONAL DEL MERCADO DE VALORES OF SPAIN AND MAY NOT BE
DISTRIBUTED IN SPAIN IN CONNECTION WITH THE OFFERING AND SALE OF
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CLASS B PARTICIPATING SHARES WITHOUT COMPLYING WITH ALL LEGAL AND
REGULATORY REQUIREMENTS IN RELATION THERETO.

NOTICE TO RESIDENTS OF SWITZERLAND

THE COMPANY HAS NOT BEEN AUTHORIZED BY THE SWISS FEDERAL
BANKING COMMISSION AS A FOREIGN INVESTMENT FUND UNDER ARTICLE 45 OF
THE SWISS FEDERAL LAW ON INVESTMENT FUNDS OF MARCH 18, 1994.
ACCORDINGLY, THE CLASS B PARTICIPATING SHARES MAY NOT BE OFFERED OR
DISTRIBUTED ON A PROFESSIONAL BASIS OR BE MADE KNOWN TO THE PUBLIC
IN OR FROM SWITZERLAND, AND NEITHER THIS MEMORANDUM NOR ANY OTHER
OFFERING MATERIAL RELATING TO THE CLASS B PARTICIPATING SHARES MAY
BE ISSUED IN CONNECTION WITH ANY SUCH OFFER OR DISTRIBUTION.

NOTICE TO RESIDENTS OF TAIWAN

CLASS B PARTICIPATING SHARES ACQUIRED IN THE DISTRIBUTION OF
CLASS B PARTICIPATING SHARES HAVE NOT BEEN OFFERED, SOLD OR
DELIVERED, AND WILL NOT BE OFFERED, SOLD OR DELIVERED AT ANY TIME,
DIRECTLY OR INDIRECTLY, IN THE REPUBLIC OF CHINA IN A MANNER THAT
WOULD CONSTITUTE A PUBLIC OFFERING.

NOTICE TO RESIDENTS OF THE UNITED ARAB EMIRATES

THE SALE OF ANY CLASS B PARTICIPATING SHARES DESCRIBED IN THIS
MEMORANDUM OR ANY OTHER OFFERING MATERIALS WILL NOT TAKE PLACE IN
THE UNITED ARAB EMIRATES.

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

THE COMPANY IS NOT A RECOGNIZED COLLECTIVE INVESTMENT SCHEME
FOR THE PURPOSES OF SECTION 264 OF THE FINANCIAL SERVICES AND MARKETS
ACT 2000 OF THE UNITED KINGDOM (THE "ACT"). THE PROMOTION OF THE
COMPANY AND THE DISTRIBUTION OF THIS CONFIDENTIAL MEMORANDUM IN
THE UNITED KINGDOM IS ACCORDINGLY RESTRICTED BY LAW. '

THIS CONFIDENTIAL MEMORANDUM IS BEING ISSUED IN THE UNITED
KINGDOM BY THE COMPANY TO, AND/OR IS DIRECTED AT, PERSONS TO WHOM IT
MAY LAWFULLY BE ISSUED OR DIRECTED AT UNDER THE FINANCIAL SERVICES
AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2001 INCLUDING
PERSONS WHO ARE AUTHORIZED UNDER THE ACT ("AUTHORIZED PERSONS"),
CERTAIN PERSONS HAVING PROFESSIONAL EXPERIENCE IN MATTERS RELATING
TO INVESTMENTS, HIGH NET WORTH COMPANIES, HIGH NET WORTH
UNINCORPORATED ASSOCIATIONS OR PARTNERSHIPS, TRUSTEES OF HIGH
VALUE TRUSTS AND PERSONS WHO QUALIFY AS CERTIFIED SOPHISTICATED
INVESTORS. THE CLASS B PARTICIPATING SHARES ARE ONLY AVAILABLE TO
SUCH PERSONS IN THE UNITED KINGDOM AND THIS CONFIDENTIAL
MEMORANDUM MUST NOT BE RELIED OR ACTED UPON BY ANY OTHER PERSONS
IN THE UNITED KINGDOM.
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IN ORDER TO QUALIFY AS A CERTIFIED SOPHISTICATED INVESTOR A
PERSON MUST A) HAVE A CERTIFICATE IN WRITING OR OTHER LEGIBLE FORM
SIGNED BY AN AUTHORIZED PERSON TO THE EFFECT THAT HE IS SUFFICIENTLY
KNOWLEDGEABLE TO UNDERSTAND THE RISKS ASSOCIATED WITH
PARTICIPATING IN UNRECOGNIZED COLLECTIVE INVESTMENT SCHEMES AND B)
HAVE SIGNED, WITHIN THE LAST 12 MONTHS, A STATEMENT IN A PRESCRIBED
FORM DECLARING, AMONGST OTHER THINGS, THAT HE QUALIFIES AS A
SOPHISTICATED INVESTOR IN RELATION TO SUCH INVESTMENTS.

THIS CONFIDENTIAL MEMORANDUM IS EXEMPT FROM THE GENERAL
RESTRICTION IN SECTION 21 OF THE ACT ON THE COMMUNICATION OF
INVITATIONS OR INDUCEMENTS TO ENGAGE IN INVESTMENT ACTIVITY ON THE
GROUNDS THAT IT IS BEING ISSUED TO AND/OR DIRECTED AT ONLY THE TYPES
OF PERSON REFERRED TO ABOVE.

THE CONTENT OF THIS CONFIDENTIAL MEMORANDUM HAS NOT BEEN
APPROVED BY AN AUTHORIZED PERSON AND SUCH APPROVAL IS, SAVE WHERE
THIS CONFIDENTIAL MEMORANDUM IS DIRECTED AT OR ISSUED TO THE TYPES
OF PERSON REFERRED TO ABOVE, REQUIRED BY SECTION 21 OF THE ACT.

ACQUIRING CLASS B PARTICIPATING SHARES MAY EXPOSE AN
INVESTOR TO A SIGNIFICANT RISK OF LOSING ALL OF THE AMOUNT INVESTED.
THE COMPANY IS A LIMITED LIABILITY COMPANY AND ANY PERSON WHO
ACQUIRES CLASS B PARTICIPATING SHARES WILL NOT THEREBY BE EXPOSED TO
ANY SIGNIFICANT RISK OF INCURRING ADDITIONAL LIABILITY. ANY PERSON
WHO IS IN ANY DOUBT ABOUT INVESTING IN THE COMPANY SHOULD CONSULT
AN AUTHORIZED PERSON SPECIALIZING IN ADVISING ON SUCH INVESTMENTS.
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APPENDIX B

The definition of "U.S. Person™ under Regulation S of the U.S. Securities Act of
1933, as amended (the "Securities Act”), is set forth below.

) "U.S. person” means:
()  any natural person resident in the United States;

(ii)  any partnership or corporation organized or incorporated under the laws of
the United States;

(iii)  any estate of which any executor or administrator is a U.S. person;
(iv)  any trust of which any trustee is a U.S. person;
W) any agency or branch of a foreign entity located in the United States;

(vi) any non-discretionary account or similar account (other than an estate or
trust) held by a dealer or other fiduciary for the benefit or account of a
U.S. person,

(vii) any discretionary account or similar account (other than an estate or trust)
held by a dealer or other fiduciary organized, incorporated, or (if an
individual) resident in the United States; or

(vii1) any partnership or corporation if:

(A) organized or incorporated under the laws of any foreign
jurisdiction; and

(B) formed by a U.S. person prncipally for the purpose of
investing in securities not registered under the Securities Act,
unless it is organized or incorporated, and owned, by accredited
investors (as defined in Rule 501(a) under the Securities Act) who
are not natural persons, estates or trusts.

(2)  Notwithstanding (1) above, any discretionary account or similar account (other than an
estate or trust) held for the benefit or account of a non-U.S. person by a dealer or other
professional fiduciary organized, incorporated, or (if an individual) resident in the United
States shall not be deemed a "U.S. person.”

(3)  Notwithstanding (1) above, any estate of which any professional fiduciary acting as
executor or administrator is a U.S. person shall not be deemed a U.S. person if:

(1) an executor or administrator of the estate who is not a U.S. person has sole
or shared investment discretion with respect to the assets of the estate; and

(ii) the estate is govemned by foreign law.
10010873.14
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(4)  Notwithstanding (1) above, any trust of which any professional fiduciary acting as trustee
is a U.S. person shall not be deemed a U.S. person if a trustee who is not a U.S. person
has sole or shared investment discretion with respect to the trust assets, and no
beneficiary of the trust (and no settlor if the trust is revocable) is a U.S. person.

(5) Notwithstanding (1)-above, an employee benefit plan established and administered in
accordance with the law of a country other than the United States and customary
practices and documentation of such country shall not be deemed a U.S. person.

(6) Notwithstanding (1) above, any agency or branch or a U.S. person located outside the
United States shall not be deemed a "U.S. person” if:

() the agency or branch operates for valid business reasons; and

(ii)  the agency or branch is engaged in the business of insurance or banking
and is subject to substantive insurance or banking regulation, respectively,
m the junsdiction where located.

O The International Monetary Fund, the International Bank for Reconstruction and
Development, the Inter-American Development Bank, the Asian Development Bank, the
African Development Bank, the United Nations, and their agencies, affiliates and pension
plans, and any other similar international organizations, their agencies, affiliates and
pension plans shall not be deemed "U.S. persons.”
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