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Private Plncement Mlemnorasidim

FAIRFIELD SENTRY LINOTED

A British Virgin Islands Intemationdl Business Company

Securities Offered: Redeemable Vating Shares
Minimwm Ivestment per Subscriber: U S 3100000
Purchase Price per Share: Net Asset Value per Share

Divestinenr Minnger
Pairfield Greenwich (Bermuda) Itd

Admissistrator
Citco Fund Services (Euraope) B.V.

Plucerment Ageny
Farfield Greenwich Limited

SHARES OF THE FUND MAY BE OQFFERED TO PERSONS WHO ARE NEITHER CITIZENS NOR
RESIDENTS OF THE UNITED STATES AND TO A LBALITED NUMBER OF UNITED STATES
INVESTORS CONSISTING OF PENSION AND PROFIT SHARING TRUSTS, CHARITIZS AND QTHER
TAX-FEXEMPT ENTITIES.

THE SHARES OFFERED HEREBY ARE SPECULATIVE AND INVOLVE A HIGH DEGREE OF RISK.
THEY HAVE NOT BFEN REGISTERED UNDER THE SECURITIES LAWS OF ANY JURISDICTION
AND ARE BEING OFFERED AND SOLD IN RELIANCE ON EXEMPTIONS FRCM THE
REGISTRATION REQUIREMENTS OF SUCH L[AWS THE GSHARES ARE SUBJECT TO
RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR
RESOLD EXCEPT AS PERMITTED UNDER THE FUND'S ARTICLES OF ASSOCIATION THE
SHARES HAVE NOT BEEN APPROVED OR DISAPPROVED BY ANY REGULATORY AUTHORITY,
NOR HAS ANY SUCH AUTHORITY PASSED UPON OR ENDORSED THE MERITS OF THIS
OFFERING OR THE ACCURACY ORADEQUACY OF THIS MEMORANDUM,

The date ofthis Private Placement Memorandum is as of August 14, 2006.

Fairfield Greemwich (Beyrmrdn) Lid.



COMMODITY POOL OPERATOR NO-ACTION RELIEF

THE INVESTMENT MANAGER HAS FILED A CLAIM OF EXEMPTION TFROM
REGISTRATION AS A COMMODITY POOL OPERATOR (*CPO™ WITH THE UNIIED
STATES COMMODITY FUTURES TRADING COMMISSION (“*CFTC?) IN CONNECTION
WITH PRIVATE INVESTMENT FUNDS WHOSE PARTICIPANTS ARE ACCREDITED
INVESTORS, AS DEFINED IN REGULATION D UNDER THE SECURITIES ACT OF 1933,
CERTAIN FAMILY TRUSTS AND CERTAIN PERSONS AFFILIATED WITH THE
INVESTMENT MANAGER. AT ALL TIMES, THE FUND WILL UTILIZE FUTURES SUCH
THAT EITHER (1) NO MORE THAN 5% OF ITS ASSHETS ARE USED TO ESTABLISH
COMMODITY INTEREST POSITIONS OR (2) THE NOTIONAL VALUE QFITS COMMODITY
INTEREST POSITIONS DOES NOTEXCEED 100% OF THE FUND’S LIQUIDATION VALUE.

UNLIKE A REGISTERED CPO, THE INVESTMENT MANAGER IS NOT REQUIRED TO
DELIVER A DISCLOSURE DOCUMENT AND A CERTIFIED ANNUAL REPORT TO
PARTICIPANTS IN THE FUND. THE CFIC HAS NOT REVIEWED OR APPROVED THIS
OFFERING OR ANY DISCLOSURE DOCUMENT FOR THE FUND.



CERTAIN GENERAL INFORMATION

The Shaes offered hereby (the "Shares”) will be issued only on the basis of the information in
this Frivate Flacement Memerandum md auy attachinents hereto (the "Memorandun”).  No other
information about Fairfield Sentry Limited (the "Fund”) has been anthorized  Any investment in the Fund
on the basis of information that is not contained, or which is inconsistent with, the information herein
shall e solely at your risk The delivery of this Memorandum does not mply that any information herein
is correct at any fime after the date hereof

You sheuld inform yourself of the legal requirements and tax consequences within the counties
of your residence or domicile for the purchase, holding or sale of the Shares, and any foreign exchange
restrictions.  Shares that are bought by persons not entitled to hold them in accordance with the provisions
herein may be compulsesily redeemed. No Shares may be transferred without the prior written consent of
the Directors.

The dishibution of this Memorandum may be restricted by law in certain countries. You must
mform yourself of and observe any such restricions. You should review the Country-Specific Notices
contained herein for any applicable notices for vowr countries of residence or domictle.  This
Memorandom dees not constitute an offer or solicitsti on to any person in any junisdiction in which the
offer or solicitation is not authorized, or to any person to whom it is unlawful to miake the offer or
soficitation

No person is authorized to give any information with respest to the Fond unless authorized by the
Directors. This Memormdum supersedes any wiiten or verbal information relating to the Fund,

You should 1ot construe this Memorandum as legal or investment advice. You should consult
your ewn attorneys, accountants and other advisers regarding this mvesiment,

This Memorandiun deseribes catain documents relating fo this investment, including various
excanted and wnexecuted documents and certain statutes, nilings snd regulations. Such sumimaies do not
purport to be complete and are qualified in their entirety by reference to the full text of those docwnents,
statutes, rulings and regulations,

You and your investnient representatives are invited to ask questions of and to obtain additional
information from the Administrator (Citco Fund Services (Eurepe) B.V.) or Inwestment Manager
(Fairficld Greenwich (Bermuda) Ltd.) conceming the Fund, incuding additional information to venify the
completeness or aceuracy of the information in this Memorandum

All references herein to $ are to United States dollars.



The Fund is incorporated as an International Business Company under the International Business
Companies Act of the British Virgin Islands. The Fund constitites a "professional find” as defined in the
Mutual Funds Act, 1996 (as amended) of the British Virgin Islands {the "BVI Act”) and as such is
required to be and is recognized as a “professional fund™ under the provisions of the BV .Act Such
recoguiion does not entail supervision of the investment performance or portfolio of the Fund by the
Financial Services Commission of the British Virgin Islands (the "BVI"), which accepts no responsibility
for the financial soundness of the Fund or the correctness of any statements or opinions expressed herein.
There is no financial obligation or compensation scheme imposed on or by the Financial Services
Conunission of the BVI in favor of or available to the investors in the Fund,

As an entity regulated under the BVI Act, the Fund will be subject to the supervision of the
Financial Services Commission in the BV, which is authorized by the BVI Act to direct the Fund to
fiunish information or provide access to any records, books or other docwments which it deems necessary
to ascertain complinnce with the BVI Act or any regulations made under the BVT Act.

The BVI Act provides that the Fund's certificate of recognifion may be cancelled if, among other
things. the Fund has breached the BVI Act or any regulations or codes of conduct, or conditions of its
certificate, has been convicted of an offense, is canrving on business in a manner dehimental to its
mvestors or to the public interest, oris declared bankiupt or is being wound up or dissolved

Becauge the Fund is a professional find wnder the BVI Act, whose shares arve listed onthe Trish
Stock Exchange, the Shares may be held only by persons who are "professional investors” within the
meanng of the BVI Act and the Fish Steck Exchange, and on the basis that the initial investment in the
Fund by cach of its shareholders is not less than $100,000. A prefessional investor is any person whose
ordinary business involves, whether for his own acconnt or for the account of others, the acquisition or
disposal of property of the same kind as the property, or a substantial part of the property, of thie Fund (in
this case, mvestment instruments), or who bas signed a declaration that he, whether individuvally or jointly
with his spouse, has anet worth in excess of $1,000,000, or, if a institution, $3,000,000 or its equivalent
in ony other anrency, and that he consents to being freated as a professional investor. In addition, in order
to comply with rules of the Irish Stock Exchange, an investor will have to represent that he has
knowledge and expertise in financial matters sufficient to evaluate tlie sisks involved in an investment in
the Fund, that he is aware of such risks and can bear the loss of the entire investment.

This Memorandum may not be reproduced or used for any other purpese other than making an
mvestment i the Fond.  Any distabution of this Memorandum in whele orin part, or the divulgence of
any of its contents, is unauthorized By accepting delivery of this Memorandum, you agree to retum it to
the Fund if vou do net invest,
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SUMMARY

The following Swmmary is intended to highlight certain basic information which is set forth more
Jildly elsewhere in this Private Placement Memorandwn and in the Menorandwm of Association and
Articles of Association of the Fund. This shauld be read in conjunction with such detailed information.

TIssuer

Securities Offered

Offexces

Mininowm Subscription

Maxinwun Capitalization

Subscaiption Procedures

THE OFFERING

Fairheld Sentry Limifed {the "Fund”) is organized as an
international business company under the laws of the Temitory of
the British Virgin Islands ("BVI"). The registered office of the
Fund is located in the BVL

The Fund’s redeemable, wvoting shares (the "Shares™) were
offered on November 30, 1990 at an initial offering price of U.S.
3200 per Share and thereafter have been offered ata price equal
to the Net Asset Value (as hereinafter defined) as of the opening
of business on the date ofissvance.

Shares may be offered only to experienced and soplisticated
investors who sre neither citizens nor residents of the United
States (“Nea-U.8. Fersons™ and to a limited number of United
States mvesters that are tax-exempt entiies (“U.8. Tax Exempt
Investors™. See "OFFERING OF THE SHARES",

The migionan initial subscripion per investor is U.8. $100,000.
Following his im#ial investment, s sharcholder may mke
additional investiments in antounts ofnot less then U.S. $50,000.

The Fund will not accept a subscription tendered ata fime when
the number of its sutstanding Shares is 10,000,000,

It is preferable that subscripiiens be made by wire transfer.
However, subsaiplions may be mnde by mail if necessmy
Subseriptions received duing any monthly period prior to the
third te the Iast business day of the month will ordinarily be
accepied, subject te the sole discretion of the Investment
Manager (as defined below), as of the first business day of the
following montldy period, 1e., subseiphons received between
December 28 and Janvary 28, assuming the 29™-31% are business
days, will be accepted as of February 1. Subscriptions will
become wprevocable to the subseriber on the third to the last
business day of the month in which such subseripion is received
by the Fund



Solicitation of Subscriptions

Business Objective

Investent Manager

Placanent Agent

Directors

The Fuad nmay vse the assistance of affilisted or waffiliated
placement agents and money mmagers, including FGL (as
defined below), to place the Shares. Such placement agents and
intermediaries may charge their clients 3 placement fee of up to
5% of the tofal amount of the subscription for Shares sold with
their assistonce, and'or share in the fees eamed from the Fund
which they may rebate to their clients. Placement fees charged
directly by FGL will not exceed 3%. In certain instances, the
Fund may deduct the amount of the placement fee from the
subscription amount to pay to the placement agent and such
amounts will not constitute pat of the assets of the Fund

The Fund secks to obtain capital appreciation of its assets
principally through the utilization of s noniraditional options
frading strategy deseribed as "split stiike conversion”, to which
the Fund allecates the predonunant portion of its assets. See
INVESTMENT FOLICIES",

Fairfield Greenwich (Benmuda) Ltd. ("FGBL" or the "Investment
Moanager"), a corporation organized under the laws of Bennuda,
serves as the Fund's mvestment manager. It is the wholly-owned
subsidiary of Fairfield Greenwich Limited which previously
served as the imvestment mopages of the Fund and cumrently
serves as the Fund’s Placement Agent. Jeffrey H Tucker, Walter
M Noel, Jr and Andres Fiedrahita are the main principals of
FGL. Mr Noel is alse 2 Director of the Fund (sec
"MANAGEMENT OF THE TFUND AND OTHER
RELATIONSHIPS"). Effective April 20, 2006, FGBL registered
as an inveshment adviser with the United States Secwities and
Exchange Commission pursuant to the Investment Advisers Act
of 1940, as amended. The Iirvestment Manager has claimed an
exemption under Commodity Futures Trading Conmmmission
("CFTC") Rue 4.13(2)(3) from registration with the CFTC 2s a
commodity pool operator and, accordingly, is not subject to
certain regolatory vequirements with respest to the Fund that
would otherwise be applicable absent such an exempiion

Fairfield Greenwich Linnted, an exempted company incorporated
under the laws of the Capmman Islands “FGL” or the “Placement
Agent™, is the Fund's Placement Agent. FGL oversees the
marketing of the Shares and is an affiliate of the Investment
Manager. FGBL md FGL are member companics of the
Fairfield Greeawich Growp ("FGG"), which was established in
1983 and had, as of May 1, 2006, more than $9.0 billion
smployed in alternative asset management funds. Throughout its
histery, FGG has internolly managed its own alteruative asset
funds and seleetively identified external managers for affiliations
where it serves as 2 managenial and distibufion parter.

Walter M. Noel, Jr., Jan R. Nacss and Peter P, Schnud are the
Directors of the Fund Mr. Noel is also a Director of FGL. an
affiliate of the Tuvestoient Manager.



Citeo

Dividend Policy

Citeo Fund Sevices (Europe) B.V., an affiliste of The Citco
Group Litd, acts as admimstrator, registrar md transfer agent for
the Fund.  The Fund's escrow account is maintained at Citco
Bank Nededand, NV, Dublin Branch. Pursuant to a eustodial
services agreement, Citeo Bank Nederland NV, Dublin Branch
and Citco Global Custedy N.V. have agreed to provide custodial
services to the Fund,

It is mticipated that the Fund will not declare any dividends;
rather, income will be reinvested and will be reflected in the Net
Assct Value of the Shares,

SALE AND REDEMITION OF SHARES

Redanption at thie Option of o
Shareholder

Compulsory Redemption

Sales

Excliange Listing

A shoreholder ofthe Fund, on fifteen (15) calendar doys' notice,
may cause his Shares to be redeenmed a5 of the last business day
(being any day not a Saturday or a Sunday, that is not a public
heliday or a day on which banks are generally avthonized or
obliged by law or regulation to close in the Nethertands, the
Republic of Ireland, Canada or the United States of America) of
any month.  There is no mininmun period of time that Shores must
be held in order for a shareholder to redeem his Shares.

The Fund reserves the night to call all or a part of a shareholder's
Shares for redemption at any time. This right will only be
exercised as to Shares where the continued holding of which
would result in regolatory, pecuntary, legal, taxation, or material
admunstrative disadvaniage for the Fund or the shorcholders a5 a
whole.

Subscriptions received during any monthly period prior to the
third to the last business day of the month will ordinarily be
accepted, subject to the sele diserstion of the Investment
Manager, as of the first business day of the following monthly
period, ie, subseriptions received between December 28 and
January 28 will be accepted as of February 1. Subscriptions will
become imevocable to the subscriber on the third to the last
business day of the month inwhich such subseription is received
by the Fund

The Fund was admtted to the Official List of the Insh Stock
Exchange in Dublin, Ireland on Jamuny 12, 1995 and has been
issued SEDOL mumber 0330934, It is unlikely that a public
trading miarket will develop for the Fund's shores and nene has
developed to date.  Shareholder redemphion nghts are net
affected by this listing,



Expenses

Management Fee

Paformance Fee

COMPENSATION AND EXPENSES

The Fand will bear, for ¢ach year, al continving offering costs;
all ordimary legal and suditing fees: oll registrar. transfer agent
and admbistration fees; all insurance expenses; all expenses in
maintaning the Fond's office and all other expenses menred in
the operation of the Fund, if any, including any legal and auditing
fees that relate to extraordinay ciroumstances, such as tax
exannnations or litigation involving the Fund, as well as all fees
and all ordivary and necessary expenses related to the Fund's
investment and teading activities.

FGL will pay the Investment Manager a fixed fee for providing
certain managerial services to the Fund, as mare fully described
in the Investment Mamager's Form ADV Part I, which is
attached to this Memorandum as Appendix B.

FGL wll receive a monthly management fee in an amowmt equal
to one-twelfth of one percent {0.0833%) (approximately 1% per
anmm) of the Net Asset Value of the Fand before Ferfermance
Fees (as hereinafter defined) as calcolated at the opening of the
fust day of the month, which will include subseriptions for
Shares accepted by the Fund as of the first day of such month.
This fee is payable monthly in arrears. FGL may pay a portion of
the Management Fee to an affiliste of FGL and the Investment
Manager i consideration of the affiliate providing certain
administrative services and back-office support to the Fund.

FGL will receive, for each calendar quarter. a performance fee
(the “Performanee Fee™) with respect to each Share outstanding
during such calendar quarter in an aggregate amocunt equal to
20% of the net realized and net unrealized appreciation in the Net
Asset Value of each Share in such calendar quarter ("Net
Profits”), if any; subjeet to reduction in comection with cetain
offsets with respeet to each Shave, provided, however, that if a
Share has a loss chargeable to it duning any calendar quarter or
quarters  ("Unrecouped Loss”) and duting any succeeding
calendar quarters there are Net Profits allocable to the Share,
there will be no Performance Fee payable with respect to such
Share until the mnount of the Unrecouped Loss allocated to such
Share has been recouped. If Shares are redeemed diming a
calendar quarter, the Unrecouped Loss relating to such Shares
will be reduced in the same proportion as the reduction in the Net
Asset Value of such Shares cansed Ly such redemption.  Shares
which are either purchased or redeemed during a calendar quarter
shall be subjeet to the payment of a Ferformance Fee only for the
portion of the calendar quarter during which such Shares were
outstanding. The Performance Fee will only be paid on "new
appreciation” in the Fund's Net Asset Value allocable to the
Shares.




In certain circumstances, the Ferfermance Pee may be reduced
for particolar colendar quarters and the amount of the reduction
repaid  in  subsequent calendar quarters {see “FEES,
COMPENSATION AND EXPENSES — Performance Fee"),

FGL and the Fund may enter into an agreement pursuant to which
FGL may clect to defer payment of all or a portion of ils
Management Fees and/or Performance Fees,



THE FUND
scriphion

The Fund was meorporated in the Temitory of the Biitish Virgn Ilads ("BVI") as an internationol
business company on October 30. 1990. The registered office of the Fund is located in Road Town,
Tortola, British Virgin Islands.

Sharcholders will have the right to redeem part or afl of their Shares as of the last business day of any
month (See "TRANSFERS, REDEMPTIONS AND TERMINATION").

MANAGEMENT OF THE FUND AND OTHER RELATIONSHIPS

The Fimd

The Fund's Board of Directors hias overall management respensibility for the Fund, including establishing
nvestment, dividend and distrbution policy, and having the autherity to select and replace the Fund's
admimstrator, registrar and transfer agent, custodian, sy officers of the Fund and other persons or enfities
with manngement or adnmunistrativ e responsibilities fo the Fund.  None of the Fund's Directors own m
equity interest in the Fund.

The Directors of the Fund are as follows:

Walter Noel ias over thirty vears of expetience in the investment business. From 1959 to 1972, he was
associated with the Management Services Division of Arthur D. Litfle Ine., anindustiial and monagement
consulting firm  From 1972 to 1974, Mr. Noel was President of Bahag Banking Ltd, in Launsanne,
Switzedland. In 1974, Mr. Noel became Viee Fresident of the Tuternational Private Banking Department
of Citibank, N.A., where he remained mmiil 1977 when he became Senior Vice President of the
International Private Banking Depnrtment of Chemical Bank. Mr Noel remaned at Chemical Bank wnitil
1983, where he shared primary responsibility for developing its infematienal private banking business.
He fomded The Fanficld Greemwich Group, an affiliate of the Fund's investment manager, Fairfield
Greemwich (Bemda) Ltd., in 1983, Since founding The Fairficld Greenwich Group, Mr. Noel has been
a director or general partner for a vanety of its funds,

Jan R. Naess received a Bachelor of Arts degree in 1981 and a Masters degree in Economies in 1983
from the University of Oslo. From 1983 to 1987, he was employed i the Economic Research
Department of RS, Flatou a.s. in Oslo, a leading shipbrokering finn. In 1987, M. Naess joined with R.S.
Platon as. to form R S. Flatou Asset Management as., which was instrumentsl inthe zale and purchase
of 15 bulk cardiers from 1987 to 1989, In 1989, Mr. Naess licuidated his interest in RS, Flatou Asset
Management a.s. and formed FAN Shipping Ltd., a shipowning/operating and project development fimd,
which merged with Northan Novigation Internationsl Limited ("NNT') i 1991 Mr Naess is a Viee
Fresident of NNI, a Liberimn corperation, which is in the business of inrvesting in and monaging shipping
assets.

Peter P. Sclunid received a Swiss Federal Certificate of Capacity in 1968. My, Schunid was employed by
Credit Suisse from 1968 to 1986. From 1975 to 1977, he was emploved in Credit Suisse's International
Portfolio Management Department in Zurich.  After a brief posting in Credit Suisse's New York office,
Mr. Schiid was in charge of the bank's representative office in Rio de JTaneirs fiom 1977 to 1984, From
1984 to 1986, Mr. Sclmund was Viee Fresident m charge of Credit Suisse’s Latin American Puvote
Banking Desk in Geneva, M. Sclunid bas been anindependent inveshment adviser since Aprit 1986, He



is President of Feter Sclunid (Portfolio Mamoagement), F. Schimid & Associés, S.A md Annor S.A. Mr.
Schmid is a Director of Inter Asset Management Inc.

The Investinent Manosger

The Fund's investment manager is Foirficld Greenwich (Benwda) Lid., a cosporation erganized wder the
faws of Bermwida ("FGBL" or the "Investinent Manager"), which was incorporated on June 13, 2003. Itis
resporsible for the management of the Fuond's investment activities, the selection of the Fuuds
investments, monitering its investments and maintaining the relationship between the Fund and its
custodian, adnunistrator, registrar and transfer agent. The Iyvestment Manager is the wholly-owned
subsidiary of Fairfield Greemwich Limited, mn exempted company orgamized under the laws of the
Cayman Islands ("FGL™), which previousty served as the investment manager of the Fund and cwrently
serves as the Fund’s Placement Agent.

FGBL and FGL ore member companies of the Frrfield Greemvich Group ("FGG"), which was
established in 1983 and had, as of Moy 1, 2006, more tha $9.0 billion employed in alternative asset
management finds. Throughout its history, FGG has internally managed its own altemative asset funds
and selectively identified external managess for affiliations where it serves as a managenial and
disteibution partuer.

The Investment Manager and its affiliates currently serve as investment or admimishralive manager to
more thm twenty funds, and have exclusive distribulion amrangements with several others. FGG
maiptains its principal office in New York, with a significant presence in London and Benmuda,
Marketing ad client sopport offices exist in other locations in the United States, Furope, and Latin
Amenica. FGGs London enfity is licensed and subject to the supervision of the United Kingdom
Financial Services Authosrity (the “BSA™). An offiliate of FGG is registered as 2 broker-dealer in the
United States.

Effective April 20, 2006, the Investment Manager registered as an investment adviser with the Securities
and Exchange Conmuission under the Investment Advisers Act of 1940, as amended. In addition, the
Investment Mbnager bas claimed sn exemption under Commodity Fukwes Trading Commission
("CFTC") Rule 4.13(a)(3) from registration with the CFTC as a conumodity pool operator and,
accordingly. 1s not subject to cerfain regulatory requirements with sespeet to the Fund that would
otherwise be applicable absent such an exemption.

Pursuant to the Investment Management Agreement between the Fund and the Tivestment Manager, the
Inveshment Mannger md the Placemant Agent is not linble for any ervor of judement or for any loss
mewrred by the Fund, except a loss resolting from willful mnlfeasance, bad faith or gross neglisence in
the performance of its duties under such agreement, The Investment Monagement Agreement further
provides that the Tivestment Manager, the Flacement Agent, their directors, officers, employees, agents
and counsel will be mdenmified and held hanmless by the Fund aganst any and all claims, Lsbility and
expenses for any loss suffered by the Fund arising out of my act or emission of such indemmified party,
except to the extent an act or onussion constitutes willful misconduct or reckless disregard of the duties of
such indemmified party. The Iinestment Management Agreement may be tenminated by either party
thereto on ten days® written notice prior fo the end of any calendar quarter.

The Placainent Agent

Foirfield Greenwich Linuted {"FGL" or the "Placement Agent”), the Fund's placement agent, oversces
the marketing of the Shares.



The Fund may use the assistance of affiliated or wnaffilinted placement agents and money monagers,
including FGL. to place the Shares. Such placement agents and intermediories may charge their dients a
placement fec of up to 5% of the total amount of the subscription for Shares sold with their assistonce,
andéor share in the fees eamed from the Fund, which they may rebate to their clients. Placement fees
charged directly by FGL wiil not exceed 3%. In cerfain instances, the Fund may dednct the amount of the
placement fee from the subscription amwowmt to pay to the placement agent and such amounts will not
constitute part ofthe assets of the Fund.

Following is biographical information onthe founders, principal officers and certain other key enployees
of FGG:

Walter M. Noel, Jr. His backgromnd is sunmmized above under "MANAGEMENT OF THE FUND
AND OTHER RELATIONSHIFS - The Fund”.

Andres Pledrahita founded Littlestone Associates in 1991, which merged with FGG in 1997, M.
Piedrahita directs FGG's Firopemn mnd Latin Americm activities. M. Piedrahita has over fifteen vears of
experience in the investment business. Prior to the merger, Mr. Piedrahits was the Divector and President
of Litilestone Associates, Inc. (1991-1997). He was previcusly a Vice Fresident at Shearson Lehnin
Hutton, specializing in money management consulting for non-U.8. instititions and indviduals (1987-
1990). Before joining Shearson, Mr. Fiedeahita was a finaucial comsultant with Frudential Bache
Securities Ine. in New York (1981-1987). He recerved his Bachelor of Arts degree fiomn Boston
University’s School of Communications,

Jeffrey Tucker has over thity vears of exparience ininvestment related businesses. Mr. Tucker was an
attorney with the Secmities and Exchange Commission from 1970 to 1978, From 1975 to 1978, he was
an Assistant Regional Administrator of the SEC's New Yerk regional office, with supervisory
responsibility for approximately half ofits enforcement program. Mr. Tucker entered private practice in
1978 as a partner in the law firm Tocker, Globerman & Feinsand, where he remained wmtif 1987, He
specialized in securities mud transactional matters, with a principal focus on limited partnership offerings.
Mr. Tucker entered the securities industry in 1987 as a generaf parter of Fred Kolber & Co. ("Kolber*), a
registered broker-dealer. At Kolber, Mr. Tucker wasresponsible for the development and admimstration
of the fimr's private ivestment funds. FGG began its association with Kolber at that time as » marketing
agent, and the fums subsequently merged activities. Throughout FGG's development, Mr. Tucker has
been responsible for directing its business and operational development and has been a director or general
partuer for a vatety of its investment fonds, Mr. Tucker received his Bachelor of Arts degree from
Syracuse University and lis JD from Brooklyn Law School.

FGL and certain of its principals have beneficial mterests m the Fund
The backgronnds of the Divectors and key officers of the Ivestment Mamager are set fosth below:

Andres Piedvabita is a Director and the Fresident of the Investment Manager. His background is set
forth above under "MANAGEMENT OF THE FUND AND OTHER RELATIONSHIFS-The hrvestment

Manager™

Brian Francoenr is a Director of the Investment Manager. Mr. Francoeur joned Citco Fond Serviees
{Bermuda) Lumted in 2001 and currently cerves as its Managing Director. From 1999 wntil joining Citceo,
he was the Chief Financial Officer of CCS Group Limited, a computer cabling and network company
based in Hamilton, Bermuda, and from 1997 to 1999 was a Senior Portfolio Manager with Olympia
Capital (Bemmda) Limited, a fund administration company in Bennuda, Mr. Franceeur qualified as a
chartered accountant in 1994 and was empleyed by Emst & Young inBenmmda from 1995 to 1997,



Amit Vijayvergiya is Maaging Director of the Investment Manager and focuses on manages selection
and risk management for the Fund. He has been enployed by the Investment Manager since 2003. Mr.
Vijayvergiva has over 12 years of experience in asset pianagement, 1isk management and operations
research. Prior to joiming the Investment Manager, from 2000 to 2003, Mr. Vijayvergiya managed MAV
Hedge Advisors, a fannly office investing in fraditiornl and altemative investment managers. From 1998
to 2000, he was the General Manager of LOM Asset Management (“LOM AM?), where e oversaw the
management of $160 million in assets. At LOM AM, Mr. Vijayvergiva stuctured and managed several
multi-mmager funds and served on the firm’s managenient and investment conunittees. He began his
business career in 1994 with a position in operations research at Canadian Natiomsl Railways, Mr.
Vigayvergiya received a Masters in Business Administration from Schulich School of Business at York
University, aBachelors of Science in Statistics from the University of Manitoba and a Bachelors of Arts
in Ecenomics from the University of Western Ontaio. M. Vijayvergiva holds the Chorfered Financial
Analyst designation and the Financial Risk Manager certification.

INVESTMENT POLICIES

The Fund secks to obtain capital appreciation of its assets principally through the utilization of a
nontraditional options trading strategy desenibed as "split strike convession”, to which the Fund allocates
the predominant portion of its assets. Set forth below is a description of the "split strike conversion”
strategies (“SSC Investments™),

The establishment of a typical position entails (i) the purchase of a group or basket of equity securities
that are intended to highly correlate te the S&P 100 Index, (1) the purchase of out-af-the-money S&P 100
Index put options with a notional value that approximately cquals the market value of the basket of equity
securities, and (iii) the sale of out-of-the-money S&P 100 Index call options with a notional value that
approxunately equals the market value ofthe basket of equity securities. An index call option is out-of-
the-money when its strike price is greater than the current price of the index; anindex put option is out-
of-the-money when the shike price is lower than the cuvent price of the index. The basket typically
consists of between 35 to 50 stocks in the S&P 100 Index.

The primary puspose of the long put options is to limit the market risk of the stock basket at the strike
price of the long puts. The primary purpose of the shoit call options is to largely finance the cost of the
put hedge and to increase the stand-shill rate of retum.

This position in its entirety could be characterized as a bull spread which, presuming the stock basket
highly corrclates to the S&F 100 Index, is intended to work as follows: (i) it sets a floor value below
which further declines inthe value of the stock basket is offset by gains inthe put options, (ii) it sets a
ceiling value beyond which fiuther gains in the stock basket are offset by increasing liability of the shest
calls, and (i) defines arange of potential market gain or loss, depending on how tightly the options coflar
1s struck.

The degree of bullishness of the strategy can be expressed at implementation by the selection of the strike
prices inthe S&P 100 Index put and call options. The farther away the stike prices are from the price of
the S&F 100 Index, tle more bulligh the strategy.

The Split Strike Conversion strategy is implemente d by Bemard L. Madeff Investment Secusities LLC
("BLM"), a broker-dealer registered with the Securities md Exchange Commssion, through accounts
maintained by the Fund at that fim. The accounts are subject to cestain guidelines which, ameng other
things, tmpose limitations on the ninimmun mumber of stocks in the basket, the minimum morket



capitalization of the equities in the basket, the nuninnm correlation of the basket aganst the S&F 100
Index, and the permissible range of option strike prices. Subject to the guidelines. BLM is authorized to
detesnine the price and timing of stock and option hansactions in the account. The services of BIM and
its persomnel are essential to the continued operation of the Fund, and its profitability, if any.

The ophions transaciions executed for the benefit of the Fund may be effected in the over-the-connter
market or on avegistered options exchange.

Other Inveshnents

The Investment Manager, in its sole and exclusive discretion, may allocate aportion of the Fund's assets
(never to exceed, inthe aggrezate, 5% of the Fund's Net Asset Value, measured at the time of investment)
to altemative investent opportunities other than its “split strike conversion™ investments (the "Non-8SC
Investuents”). It is anticipated that the Non-SSC Investments will be allocated to new investment
vehidles mmaged by experienced management teams establishing themselves in new frwestment
businesses ("Emerging Managers”), with no single allocation exceeding $50 million. measured at the tine
of investment. These arrangements may include *lock-up” provisions of varying durations of these assets
in such investmenty, subject to early release for breach of risk control or parformance guidelines, or for
canse, FGBL and the Fund generally share in fees received by Emerging Managers from investors other
than the Fund. The Fund will pay fees with respect to the Fmerging Managers at a rate that will not
exceed the Fund's rate of fees (in certain cases, this may be accomplished by FGBL subsidizing, from its
own moneys, the fees charged on these assets by Non-SSC Investment managers). Non-$SC Investments
may alse include strategic allocations to experienced managers in established funds.

In certain circumstances, the Performance Fee may be reduced for pmticular calendar quarters for certain
Non-SSC  Investment Losses.  See "POTENTIAL CONFLICTS OF INTEREST" and "FEES,
COMPENSATION AND EXPENSES ~Performance Fee',

In order to ensure that the Fund will not be subject to United States federal income taxation on frading
gains from the disposition of certain mvestments, it 1s expected that the Fund will not invest in any
"United States real property interest” (including, for example, certam interests in any U.S. Corporation
that is a "United States real property holding corporation™), as such terms are defined under the U.S.
Internal Revemie Cede of 1986 (the "Code”) and the Treaswy Regulations promulgated thereunder. (See
"TAX CONSIDERATIONS AND EXCHANGE CONTROL.™)

The Fund may invest some ofits assets in short-term U.S. government obligations, certificates of deposit,
short-term high grade commmercial paper and other money market instrments, including repnrchase
agreements with respect to such obligations, money market mutual funds md short term bond funds. In
order to enswe that substantially all of the interest camed by the Fund will not be subject to United States
federal withholding taxes, any investment in an obligation of a T.S. person or entity (other then in
certificates of deposits inbanks) primanily will be in an instroment (i) which is issued and purchased at a
discount from its face amount, which isnot otherwise imterest beming, and which has a tenmn of no more
than 183 days from the date ofissuance or (i) which isn registered form and which isissued after Julv
18, 1984, (See "TAX CONSIDERATIONS AND EXCHANGE CONTROL.")

Investment Restrictions

The Fund will observe the investment resirichons set forth in the Fund’s Articles of Association which
are summaized here:
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a) nemore than 10% of the Net Asset Valug of the Fund will be iuvested in the secwitics of any one
issuer (other than any govenmuent or govermmental agency):

b) the Fund mnay not hold more than 10% of the issued securities of any ene dlass of secusities in any
issuer (other than any government or govermmental ageney);

¢} no more than 10% of the gross assets of the Fund may be exposed to the creditworthiness or
solvency of a single countesparty (other than any government or governmental agency), in each
case caleulated at the time of investment;

d) nomore than 10% of the Net Asset Value of the Fund may be invested in securities of countries
where immediate repabiation rights are not available;

¢) the Fund will not invest in the secatities of any issuer ifthe directors and officers of the Fund md
the Tnvestment Manager collectively own i excess of 3% of such securities:

) the Fund will not take or seek to take legal or management control of the issuer of undedying
investments;

g) the Fund will adhere to the general principle of diversification in respect of all of its assets;
h) the Fund will not invest divectly in real property;

1)  the Fund will not make any loans (except to the extent thot the acquisition of any investment in
securities or commodity interests deseribed herein may constitute a loan) to any one issuer (other
than any government or governmental agency) except with the consent of the oustodian of the
Fund’s assets; and

7} nomore that 10% of the Net Asset Value of the Fund will be invested inphysical commodities.

The investment restriction set out in (¢} above will not apply te transactions with ay counterparty which
advances full and appropriste collateral to the Fiud inrespect of such tronsactions.

OFFERING OF THE SHARES

The Fund is offering np to 10,000,000 Shares. The initial offering price was U.S. $200 per Shave on
November 30, 1990. The Shares are cusrently offered at a price equal to the Net Asset Value per Share
(o5 heremnafter defined) as of the opening of business on the date of issuance.

Shares may be offered only to expenienced md sophisticated investors who are meither citizens nor
residents of the United States (“Non-U.S. Investors™) and to a limifed munber of United States investors
that are tax-exempt entities (“U.S. Tax-Exempt Investors™).

The mimmum imtial purchase by cach swbscriber is U.8. $100,000. The Fund may reject auy
subseription, in whole or i part, in its disorction. All subscriptions, once made, are irrevocable to the
subseriber.

All proceeds from the sale of Shares will be received by the Fund in trust and will be deposited by the
Fund into a segregated interest bearing account in the Fund's name at the Fund's bank, Citco Bank
Nederland N.V. Dublin Branch. There are no inderwr iting arrangements with respect to the offering of
Shares. The Fund may use the assistance of affiliated or unaffiliated placement agents and money

11



managers. including FGL, to place the Shares. Such placement agents and intermedinties may charge
their clients a placement fee of up to 5% of the total amount of the subscription for Shares sold with their
assistance, and/or share in the fees eamned from the Fund, which they may rebate to their clients.
Placement fees charged directly by FGL will not exceed 3%. In certain instances, the Fund may deduct
the amownt of the placement fee from the subseription mmomnt to pay to the waffilisted placement agent
and such amonuts will not constitute part of the assets of the Fund.

The Fund will offer its Shares on a confinuous basis at a price equal to its Net Asset Value as of the
opening of business on the date of issuance of such Shares. Subscriptions received during any month
prior to the third to the last business day of the month will be aceepted, subject to the sole discretion of
the Tavestment Manager, as of the first business day of the following month. Thus, for example,
subscriptions received between January 1 and January 28 shall be accepted as of Febmary 1, assuming the
20th-31st are business days, The Fund reserves the right, in its discretion, to accept any subscription prior
to such first day. Subscriptions shall become irrevocable to the subscriber onthe third to the 1ast business
day of the month in which such subscription i3 received by the Fund.

The Fund was adnntted tothe Officidl List of the Irish Stock Exchange. Dublin, Ireland on Jannary 12,
1995 and has been issued SEDOL number 0330934, It is wnlikely that a trading matket in the Fund's
Shares will develop and none has developed to date. The listing does not affect shareholder redeniption
ighs.

Net Asset Value Defined

The Net Asset Value of the Shares is the value of the Fund's assets as calovln ted in svcordance with the
International Financial Reporting Standards and the Memorandun and Arhzles of Association of the
Fund

Notwithstanding the foregoing:
[} inthe case of extraordinary circunstan ces which warant o different valuation of
any sccurities, such as an inability to liquidate existing positions, such secwities will be valued at such

priees as the Directors shall determine; and

(i) the mmount of any distribution or divi dend made shall be a hability of the Fund
from the day when the distiibution or dividend is declared until it is paid.

All decisions on the valuation of assets and lisbilities and determination of Net Asset Value shall be made
by the Fund's Board of Directors.

Net Asset Value per Share is defined as the Net Asset Value divided by the number of Shares then
outstanding.

The Net Asset Value of the Fund will be calculated on a2 monthly basis by the Fond’s administrator, Citco
Fund Services (Ewrope) B.V., which will promptly notify the Inish Stock Exchmge of the results of each
such Net Asset Value caleulation,

Fursnant to the Fund’s Articles of Association. the Fund may suspend the calenlation of its Net Asset
Value for the whole or any part of any period:

(a) doring which ay stock exchange or over-the-counter market on which any
sigmificant portion of the investments of the Fund are listed, quoted, traded or dealt
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inis clesed (other than customary weekend and holiday elosing) or trading on any
such stock exchange or over-the-comter market is restricted; or

()  when circumstances exist as a result of which in the opinion of the Directors itis
not reasonably practicable for the Pund to dispose ofinvestments or as aresult of
which any such disposal would be materially prejudicial to the shareholders; or

{¢) when abreakdown occws inay of the meons nomnily cmployed in ascertaining
the value of investments or when for any other reason the value of any of the
tnvestments or other assets of the Fund cannot reasonably or fairly be ascertained:
or

{d) duing which the Fund is uaable to repabiate funds required for the purpose of
moking payments due on redemption of Shares or duing which any transfer of
fimds invelved inthe realization or acquisition of investments or payments due on
redemptions of Shares cannot m the opinton ofthe Directors be effected at normal
rates of exchange.

Any such suspension shall take effect at such ime as the Directors shall declare but not later than the
close of business on the business day next following the declaration, and thereafter there shall be no
deternination of the Net Asset Value per Share of the Fund wnfil the Directors shal declare the
suspension at an end, except that such suspension shall terminate in auy event onthe first business day on
which () the condition giving rise to the suspension shall have ceased to exist; and (b) no other condition
under wlhich suspension is anthoxized under the Fund's Asticles of Association shall exist Fach
declaration by the Directors pursuant to this paragraph sholl be consistent with such eofficial rules and
regulations (if any) relating to the subject matter theseof as shall have been prommlgated by any authority
having juisdiction over the Fund and as shall be in effeet at the time. To the extent not inconsistent with
such official rules and regulations, the detenmination of the Directors shall be conclusive. Whenever the
Directors shall declare a suspension of the determination of the Net Asset Value per Shore, then as som
as may be practicable affer any such declaration, the Directors shall give notice to all sharcholders stating
that such declaration has been made. At the end of any period of suspension as aferementioned the
Directors shall give notice to all shaxeholders stating that the period of suspension has ended,

Whe Shonld Parchase/Subscription Pigcedure

This offering is limited to non-U.S. persons and to 2 limited nunber of United States investors that are
tax-exempt entities all of whom have the ability fo sp eculate inhigh risk securities and for whom such a
purchase is smtable inlight of such person's financial condition The Fundl will require o5 3 condition to
the aceeptance of a subscription thot the subsciiber represent and warrant that be has anet worth in excess
of U.S. $1,000.000.

Prospective subseribers shonld inform themselves as to the legal requirements within their own conntiies
for the purchase of Shares and any foreign exchange or tax considerations relevant to such purchase.

Aspart of the Fund’s responsibility for the prevention of money laundering, the Fund will require detailed
venification of a prospective investor's identity to be included with its subscription application.

Anmdividual will be required to produce a certified copy of a passport or identification card Cosporate

applicants will be required to produce a certified copy of the certificate of incorperation (and any change
of name}, memorandim md articles of sssoaation (or other documents evidencing the existence of the

13



legal entity), the register of directors or an excerpt from the trade register held at the relevant chamber of
comumerce and the signatory card verifying the authority of officers to sign on behalf of the corporate
entity. Trusts and other entities which subseribe to the Fund must demonstrate organizational documents
which verify the existence of the entity and whieh verify the authority of one or more signatories to sign
subscriptions on behalf of the entity.

The Fund reserves the right te request such fusther information s is necessary to venify the identity of an
applicant.  In the event of delay or failwre by the applicant to prodoce amy information required for
verification purposes. the Fund may refuse to aceept the application and the subseripfion meneys relating
thereto.

In order to subscribe for Shares, subscribers must complete and sign the Subseription Agreement included
in the Subsaiption Documents which accompany this Private Placement Memorandum (the
“Memorandiny™), and mail them to Fairfield Sentry Limited, cfo Citco Fuud Services (Europe) B.V.,
Telestorze 8-Teleport, Nasitaweg 163, 1043BW Amsterdmn, The Netherlands; fax number (31-20) 372-
2610. Subseription funds should be wire frasferred to the Fund's escrow account at:

Intermediory Bpuk - Field 56
HSBC Bank, New York

BIC: MRMDUS33

Fed Wire: 021001088

Aecount with Dustinition - Figld 57

Account Name: Citco Bank Nederland N.V. Dublin Branch
Account Number: 000306487

BIC: CITCIE2D

Beneficiary Customer - Field 59

Beneficiary Accotnt Nome: Fairfield Sentry Limited

Beneficiary International Bank Account Number IBAN):
TE23CIT C00000035810501

Reference - SHIFT Figld 70: Name ad Full Address of Subseriber:

FEES, COMPENSATION AND EXPENSES

Expenses

The Fund will bear, for each year, all continving offering costs: all ordinary legal and auditing fees; all
registrar, transfer agent and administration fees; all insurance expenses; all expenses in maintaining the
Fund's office and all other expenses inaured inthe operation of the Fund, if any, including any legal md
auditing fees that relate to extraordinary circumstances, such as tax examinations or litigation involving
the Fimd, as well as dll fees and all ordinwy and necessary expenses related to the Fond's tnvestment and
trading activities.

FGL will pay the Investment Manager a fixed fee for providing certain imanagenial services to the Fund,

as more fully deseribed m the Investment Mmmager's Form ADV Part TI, which is attached to this
Memorandom as Appendix B.
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Management Fee

FAL will receive for sach month a management fee {the “Management Fee™) in an amount equal to one-
twelfth of one percent (0.0833%) (approximately 1% per anmmum) of the Net Asset Value of the Fund
before Performance Fees {as hereinnfter defined) as coleulated af the open of the first day of the month
{which would indude mry subscriptions for Shares accepted by the Fund as of the fogt day of such
montl). The Management Fee is payable monthly in arvears. FGL may pay a portion of the Management
Fee to an affiliste of FGL and the Investment Manager in consideration of the affiliate providing certain
admimistrative services and back-office support to the Fund,

Paformmance Fee

FGL will receive, for each calendar quarter, a performance fee (the "Performance Fee”) in an amount
equal to 20% of the net renlized and net unrealized appreciation inthe Net Asset Value of each Share in
such calendar quarter ("Net Profits”). if any: provided, however, that if a Share has a loss chargeable toit
during any calendar quarter or quarters ("Unrecoupe dLoss”) and during muy succeeding calendar quarters
there ave Net Profits allocable to the Share, there will be 1o Pexformance Fee payable with respect to such
Share until the amount of the Unrecouped Loss allocated to such Share has been recouped. If Sharves are
redeemed duing a calendm quarter, the Unreconped Loss relating to such Shares will be reduced in the
sanle proportion as the reduction inthe Net Asset Vdue of such Shares caused by such redemption. No
Share will be subject to the payment of a Paformance Pee until such Share has recouped its loss
carryover, L¢., until the Net Asset Value of such Shares is at least as high as the previous highest Net
Asset Value per Share. IN OTHER WORDS, FERFORMANCE FEES WILL ONLY BE FAID ON
"NEW APPRECIATION" IN THE NET ASSET VALUE OF THE SHARES. Shares which were ¢ither
purchased or redeemed during a calendar quarter will be subject fo the payment of a Performonce Fee
only for the portion of the calenday quarter during which such shares were outstanding. FGL will reduce
any Performance Fees otherwise payable to it by offsetting it against an amount equal to the “Shared Cash
Flow Amomnt" as defined in "POTENTIAL CONFLICTS OF INTEREST®, below) attributable to Non-
SSC Investnents,

Notwithstanding the foregoing, inthe event that, as at the end of any calendar year, the aggregate amount
of oniginal investments in Non-SSC Tnvestment vehicles exceeds the ageregate net asset value of the
Fund's interests in Non-SSC Investment vehicles (before deduction of the Fund's share of fees pavable by
the Nan-SSC Investment velides) {such excess being the "Non-SSC Investment Loss”) FGL will reduce
its Performance Fee payable at subsequent quarter-end by an amount squal to the Non-SSC Investment
Logs. The portion of the Performance Fee that is reduced to cover the Non-S8C Tnvestment Loss will be
camied forward. In the event that the Non-SSC Investment Loss is, in part or in whole, subsequently
recouped by Non-SSC Investment vehicles, the Fund will pay FGL such portion of the Performance Fee
that was previously reduced to cover Non-SSC Investment Losses in addition to Performance Fees
otherwise payable for any quarter.

FPursumit to its agreement with the Fund, FGL may elect to defer payment of all or a portion of its
Ferformance Fee.

Salazies and Other Persounel Expenses

Mr. Noel will not be compensated for serving as a Director of the Fund, but he and representatives of the
Investment Manager will be reimbursed by the Fond for my out-of-pocket expenses they may incur in
attending meetings of the Board of Directors or of shareholders. The Directors not affiliated with the
Tivestment Manager, of which there are at the present hime two, will each be paid afee of $25,000 per
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amum by the Fund together with his out-of-pocket expenses in attending mectings of the Board of
Directors or of shareholders.

BANK, CUSTODIAN AND BRORERAGE
Bank and Custodian

Pursumt to a custodion agreement (the “Custody Agreement™), Citco Bank Nederland N.V., Dublin
Branch (“Citco Bank™) and Citco Global Custody N.V. (*Citeo Depository™) have agreed to provide
custodial services to the Fund. Citco Bank chall, to the extent it deenrs necessary, appoint and Citco
Depository shall make use of sub-custodions with respect to certain securities of the Fund Citco Bank
will not be liable for any act or omission or for the schvency of such sub-eustodians, provided Citeo Bank
exeraised due care in selecting the sub-custodions. Citeo Depository will not be liable for any act or
omission or fer the solvency of such sub-custodians. Cifco Bank will exercise reasonable skill, care aud
difigenee in the selection of a suitable sub-eustodian and shall be responsible to the Fund for the duration
of the sub-custody arrangement for satisfying itself as to the ongoing snitabslity of the sub-custodian to
provide custodial services to the Fund Citco Bank will maintain an appropsiate level of supervision over
the sub-custodian(s) and make appropriate enqguisies, petiodically, to confinm that the obligations of the
sub-custodian(s) conbinue to be competently discharged

As a result of the Investment Manages’s selection of Bemard L. Madoff Investiment Securities, LLC
{“BLM") as execution agent of the split strike cotrversi on stratezy, substantially all of the Fund's assets
will be held in segregated accounts at BLM. a U.S. registered broker-dealer and qualified custodian.
Accordingly, BLM will be a sub-custedian of the Fund

The underlying aszets of the Non-SSC Investinents ore hield pursuant to custodial arangements with other
qualified entities.

Brokerage

Jtis expected that the Investment Manager and the Non-SSC Iuvestment managers will generafly allocate
brokerage business on the basis of best available execution and in consideration of such brokers’ provision
of brokerage and research services, The Investment Manoger and the Non-SSC Investment managers
may also utilize brokers with which the Non-SSC Investment managers are affiliated.

In selecting brokers or dealers to execute transaciions, the Investment Manager and the Non-SSC
Investnent managers typically will not solicit competitive bids and will not have an obligation to seek the
fowest available commission cost It generally will not be the practice of the Investment Manager or the
Non-SSC Investment smanagers to negotiate “execution only” conumissionrates, and thus the Fund may
be deemed to be paving for research mud other services provided by the broker which are included in the
commnussion rate. Researeh fumished by brokers may include, but isnot Limited to, wiitten information
and malyses concerning specific securities, comparnes or sectors; market, financal and economic studies
and forecasts; financial publications; statistic and prcing services, as well as discussions with research
peesonuel, along with hardware, software, data bases and other teclut cal md telecommmuncation services
and equipment utilized i the Tivestment management process. Research services obtained by the use of
commnussions arising from such transactions may be used by the Investment Manager or the Non-SSC
Investuent managers in their other investment activities.

The Investment Manager and the Non-S3C Investment managers may also be paying for services other
than research that are included in the commmission rate. These other services may include, without
linktation, office space, focilities and equipment, admumstrative mnd accounting support; supplies and
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stationery, telephone lines. usage and equipment and other items which might otherwise be treated os an
expense of the Investment Manager or the Non-SSC Tnvestment managers. To the extent the Tinvestment
Manager or the Nou-SSC Investment managers ulilize conmunissions to obtain items which would
otherwise be an expense of the Tuvestment Manager or the Non-SSC Iaveshment managers, such use of
commissions in effect constitutes additional compensation to the Investment Manager or the Non-SSC
Investment moanagers, as the case may be. Certain of the foregoing conmission mrangements e oulside
the parameters of Section 23(¢) of the Secunitics Exchange Act of 1934, as amended which pesmits the
use of comumissions or “soft dollars™ to obtain “researeh and execution™ services. Finally, sinee
sommission rates are generally negotiable, selecting brokess on the basis of considerations which arve not
limited to applicable conmnission rates may result in higher transaction costs than would otherwise be
obtainable.

ADMINISTRATOR, REGISTRAR AND TRANSFER AGENT

Fursuant to an administration agreement, dated February 20, 2003, between Citco Fund Services (Eirope)
B.V. (*Citco™) and the Fund (the “Administration Agreement™), Citco serves as the administrator for the
Fund, under the overall direction of the Fund's Board of Directors. As administrator, Citco has e
responsibility for fimmishing the day-to-day administrative services which the Fund suay require, such as:
accounting services, saintaining the Funds books and records; preparation of reports and accounts;
calculation of Net Asset Value and fees; conununicati ens with shareholders andior governmental bodics:
paying the Fund's expenses; providing suitable facilities and procedures for handling dvidends md
distributions (f any) and the orderly liquidation and disselution of the Fund, if required. In consideration
of its services, Citco receives a mouthly fee based on the Net Asset Value of the Fund as of the last
business day of each month at a commercially reasonable rate.

Tothe extent that Citeo relizs oninfornmtion supplied by the Fond, any inwvestee fond of the Fond or any
brokers engaged by the Fund. in conmection with moking any of the aforementioned calculations, Citco's
Liability for the aceuracy of such calculations is limited to the accuracy ofits computations. Citco shall
not be liable for the acomracy of the underlying data provided toit.

Puggnant to the Administration Agreement, the Found has agreed to indenmify Citco, its subsidiaries,
sffiliates, directors and other officers, shaveholders, servants, employees, agents and permitted delegates
under the Administration Agreement, agninst any and dl liabilities, oblieations, losses, judgments md
expenses of my kind or nature whatsoever (collectively, the “Claims™ and, individually, s “Claim™)
which may be imposed on, incured by or ssserted againstany of them aising (other than by reason of
negligence, bad faith, fraud or dishonesty on the part of Citco or such other indemuoified pmty) out of the
provisien of services under the Administration Agreement Similarly, Citeo will indenmify the Fund
from and against any Claim which aises directly out of the negligence, bad faith, fisud or dishonesty of
its obligations on the part of Ciico in connection with its provision of services under the Administration
Agreement The Adnunistration Agreement may be tenninated by either party on 90 days™ prior written
notice: provided, however, that the Admimistrabon Agreement may be temmunsted forthrwith by notice in
writing by either party if the other party () comuwits a material breach of the Adnanistration Agreement
and fals to cure such breach within 30 doys afler notice from the non-defoulting party; or (b) enters info
nrvolumtary hiquidation or if » recetver is appointed over any of its assets.

RISK FACTORS

The purchase of Shares in the Fund involves substanfial risks that are incident to the Fumd's allocation of
assets to SSC and Non-8SC Investments.



1. Trading Risks. Substantial riske are involved in the trading of equity securifies
and options, Market movements ea be volatile and are difficult to predict TS, Government achivities,
particulaly those of the Federal Reserve Board, eon have a profound effect on interest rates which, in
turn, substantially affect seamities and options prices, as well as the liquidity of such markets. Politics,
recession, inflatien, employment levels, trade policies, internationsl events, war and other unforeseen
events can olso have significant impact upon the prices of securities and options. A vasiety of possible
actions by various government agencies also con inhibit the profitability of the Fund's business or e¢n
result inlosses. Such events, which can result in huge market movements and volatile market condifions,
ereate the risk of eatastrophic losses for the Fund,

Vantous techniques are employed to attemipt to reduce n portion of the risks inherent in the trading
strategies utilized by or on behalf of the Fund. The ability to achieve the desired effect throngh a
particalar techinique is dependent uponmany factors, including the liquidity of the inarket at the desired
time of executton. Thus. substantial risk remains that the techmiques employved by or on behalf of the
Fund camnot always be implemented or effective in reducing losses. At vaious fimes, the markets for
exchange-listed equity secwrities and options andior other securities may be "thin” or illiquid, making
purchases or sales of secunities at desired prices or in desired quantities difficult or impossible. In
addition, options prices are extremcly volatile. The volume and volatility of trading in these markets
depends in part on general public interest and public opinion concerning economic conditions as well as
the liquidity provided by maket-makers and specidists. The liquidity of the market may alse be affected
by a halt in trading on a particular futures or securities exchange or exchanges. Mliquid markets may
make it difficdt to get an order executed at a desired price.

2. Trading Strategies May Not be Successful. There can be no assurance that
any trading method employed by or on behalf of the Fund will produce profitable results, and the past
performance of the Fund is not necessanily indicative of ite future profitability. In that regard, certain of
the managers receiving Non-SSC Tnvestment allocations may not have investment records compiled while
managing assets on their own.  Frofitable frading is often dependent on anticipating trends or trading
patterns,  In addition, markets experiencing random price fluctuations, ratler than defined frends or
patterns, may gencrate a series of losing trades. There have been periods in the past when the markets
have been subject to imited and ill-defined price movements, and such periods may recur. Any factor
which may lessen major price brends (such as govenumental confrols affecting the markets) may reduce
the prospect for future trading profitability. Any factor which would make it difficolt to execute trades,
such as reduced hquidity or extreme market developments resulting in prices moving the maximom
ameount allowed in a single day, could also be detsimental to profits or cause losses.

3. Dependence upon Principals and Key Employees of the Investnent Manager
and BLM. The services of the Investment Manager's principals and key employees and BLM are
essenfial to the continued oparations of the Fund. If their services were no longer available, their absence
wonld have an adverse impact upon an investment in the Fund. The key emplovees of the hwvestment
Manager will allocate a small portion of the Fund's assets between and ameng the Non-SSC Investment
mianagers. The Fund will be dependent on the continmed presence of these key employees in comuection
with identification of the recipients of these allocations and the monitoring of the Non-S$C Investments.

4. Incentive Compensation, The payment of a percentage of the Fund's nef profits
to FGL (an affiliate of the Investment Manager) may ereate anincentive for the Investment Manager to
cause the Fund to make mvestments that are riskier or imore speculative than would be the case if this
payment were not made, Since the fee is caleulated on o basis that includes vnrealized appreciation of
assets, such fee may be greater than if it were based solely on realized gains.
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In addition, the Non-SSC Investment managers will generally be compensated through incentive
arrangements.  Under these arrangements, the Non-SSC Investment managers may benefit from
appreciation, including unrealized appreciation in the value of the Non-$SC Investment, but may not be
similarly penalized for decreases in the value of such investment vehicle. Such fee amrangements may
create an incentive for the Non-SSC Inveshnent mmnagers to make purchases that are unduly nisky or
speculative. In mest cases, however, the Find anticipates that it will invest in Non-8SC Investments
where the manager is required to recoup prior losses before any performance-type fee is payable in
respect of current gains.

To the extent that an accrual for an incentive fee is reflected in the net asset value of shares of 2 Non-S8C
Investnient vehicle, then if such accrual is reversed by the Non-SSC Investment vehicle as a result of
subsequent depreciation, all of the Shares of the Fund will benefit from the reverssl of the accrual,
including Shares purchased after the Non-S8C Investment vehicle made the acerual,  Further, to the
extent that the Perfonnmce Fee is reduced by the Non-$SS8C Investment Loss amount, then if such
reduction is repaid in part or in whole by the Fund due to reconpment of losses by Non-SSC Investment
vehicles, the Net Asset Value of all Shares of the Fund then outstanding will be reduced, including Shares
purchased after the reduction of the Performance Fee

5. Conflicts of Interest. The Investment Manager and the Non-SSC Investment
managers receiving allocations of the Fond's assets, and their respective principals and affiliates, are
presently affiliated with and may in the fidure form and manage, or provide oflier services to, other
mvestornt enlities (including without limitation fivestment partnerships, nvestment compauies and
matual funds) with substantially the same or different objectives as those of the Fund. They may also
make investments in securities for their own accounts. In addition, the Investment Manager functions as
the investment manager for private investment funds in addition to the Fund. Such activities could detract
from the time that the Investment Manager and its principals allocate to the affairs of the Fund The
Investment Manager will obtatn certain business and financid benefits from the Fund's investments in the
Non-S8C Hnvestments which may resultin a conflict of interest beiween the Investment Manager and the
Fund in the selection of, and allocation of assets between and mnong, the Non-SSC Investments. See
"POTENTIAL CONFLICTS OF INTEREST".

6. Custodian/Clearing Fiam Loss ox Insolvency. If a custodian or clearing firmn
ufilized in connection with accomnts mmintained on behalf of the Pund were to become insofvent, the Fund
could have some or all of these positions closed out without its consent. In addition, all of the Fund's
positions may not be cloted sut under these civeumstances, yet delays or other difficulties may be
experienced in attempting to close ont or cxercise opfions positions. Widespread insolvency among
clearing finms that clear securities options could also impair the ability of the Options Cleming Corp. (the
"OCC") to honor all exercises, in spite of the system of safegnards which the OCC has in place, Such
widespread insolvenicy, or of a particular custodi an, could result in substantial losses to the Fund,

7. Competition. The securities industry, including market-nnking activities and
transactions effected in conmection therewith, are very compehtive. Competition from other persons or
entities involved in activities sinnlar to those of the Fund can restrict the ability of the Fund to acquire
positions at the prices deemed most beneficial to its overall trading strategies. Many such competing
persons or entifies are better capitalized and have mwore experience in trading than the Fund. Moreover,
the widespread use of computer-assisted trading systems for teading strategies can alter trading patterns or
affect execuiion of trades fo the detriment of the Fund

s Over-the-Counter Options Transactions. Options transactions cffected on
behalf of the Fund may utilize the over-the-counter market for their execution, Trading index options in
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the over-the-couter market is subject to counter-party risk and is without the profections afforded by
transactions effected through the OCC, a registered options exchange.

9. Option Buyer's Risk of Loss of Entive Investment. An oplion is a wasting
asset wlich becomes worthless when the oplion expires. As the remaining life of an option shortens with
the passage of time, ifs valve is reduced until it reaches zero upon expiration. This means that the option
buyer whe neither sells it in the secondary market nor exercises it prior to expiration will lose his entire
mvestment in the opfion

10. Arbitrage Tramsactions. Among the many risks of abitrage transactions ore
that two ormore buy or sell orders may not be able to be executed simultmeously atthe desired prices,
resulting in a loss being incwred on both sides of a audtiple trade arbitrage fransaction. Also, the
tranzaction costs of mbitrage fransactions can be especially significat because separate costs are incurred
on each component of the combination Consequently, a substantial favorable price movement may be
required before a profit can be realized

11. Combination Tramsactions. At various times, the Fund may engage in spreads
or other combination options transactions involving the purchase and sale ofrelated options contracls, in
various combinations. Such transactions are considerably mere complex than the purchase or wiiting of a
single option The following are among the many risks of combination option transactions: the difficulty
that may be involved in attempting to exceute simultaneously two or mere buy or sell orders at the desired
prices; the possibility that aloss could beincurred onboth sides of a nniltiple options transaction; and the
possibility of significantly inereased risk exposvre resulting from the hedge against loss inherent inmeost
spread positions being lost asa result of the assignment of an exercise to the short leg of » spread while
the long leg remains sutstanding.  Alse, the hansaction costs of combination options fransactions can be
especially sigmficant because separate costs are incwred on each component of the combination. This
<an have the effect of requiring a substantial favorable price movement before a profit can be replized.

12. Trading Decisions Based on Trend Amalysis. Certain of the trading decisions
of the Fund are based on the usc of computer pricing models to identify apparently overpriced or
underpriced options in relationship to an assumed norm.  In addition, analyses of price and other
fluctuations over time may be relizd upon which wiilize charts and computers in order to discern md
predict trends. Trading based on such analyses is subject to the risks that ophions premivms wall not
inerease or decrease as predicted by the analyses, or that trades dictated by the anslyses way not be
executed intime o take advantage ofthe price disparifies. This latter risk islikely to materialize when
aumerous market makers use similar analyses, all of which dictate the desirability of executing identieal
or similar contracts, In the past, there have been periods without identifiable trends and, presimmably,
such periods will continue te occur. Trading models or aualyses that depend wpon the forecasting of
trends will not be profitable if there are not identifiable trends of the kind that the models or analyses seek
to follow. Any factor which would make it more difficult to execute trades in accordance with the models
or analyses signals, such as a significant lessening of hiquidity in a particular market, would also be
detimental to profitabality.

13. Assiginent of Puts or Calls. Substanttal losses may result under certain
circunwtances if a hedged position beeomes along orshort position due to the assignment of the short put
or short call portion of the hedzed position. Under normnl market conditions, the remaning portion of
the previously hedged portion may be liquidated or otherwise adjusted to limit exposure to price changes.
Suspension of trading of the option class or vndertying securifies followed by a price gap at the reopening
of trading might result in substantial lesses. The same weuld be frue given an illiqud market such as that
of October 1987,

20



14, Prxphibition of Exercise Rights. The options markets have the authority to
probibit the exercise of particular options. If a prolzbition on exercise isimposed ata time when irading
in the eption has also been halted, holders and writers of that option will be locked into their positions
until one of the two restrictions hag been lifted.

15, Absence of Regulatoxy Oversight. While the Fond may be considered sunilar
to an mvestment company, it does not intend to register as such vnder the U.S. Investment Company Act
of 1940, as amended, inreliance upon m exemption available to privately offered ivestment companies,
and, accordingly, the provisions ofthat Act (which, ameng other matters, require investment companies
to have disinterested directors, require secwities held in custody to at all times be individually segregated
from the secwities of any other person and marked to clealy identify such securities as the property of
such investment company and regulate the relationship between the adviser and the investment company)
will not be afforded to the Fund or the sharcholders. Effective April 20, 2006, the Investment Moanager
registered as an investment adviser under the Advisers Act

16. Risks of Leverage. The Non-SSC Investment vehicles in which the Fund
invests may borrow fimds in conncction with their investment strategies. A paticolar Non-SSC
Investment vehicle may not be subject to any limitation inthe amount of its borrowings, and the amount
of borrowings that the Non-S8C Investment vehicle may have outstanding at any time may be substantial
in comparison toits capital.

The use of leverage may provide the Non-SSC Investment vehicle with the opportunity for greater capital
eppreciation, but at the same time will increase the Non-SSC Tnvestment vehicle's, and indirectly the
Fund's, exposore to capital risk and ligher current expenses. Moreover, if the assets of the Non-SSC
Tirvestment vebicle are not sufficient to pay the principal of, and interest on, the Non-SS$C Investment
vehicle's debt when due, the Fund could sustain o totalloss ofits iuvesitnent in the Non-S8C Inrveshment
vehicle.

17. Possibility of Misappropriation of Assets. When the Fund invests utilizing the
“split strike comversion” sirategy or in a Non-S8C Iuvestment velicle, it will not have custody of the
assets so invested. Therefore, there is always the risk that the personnel of any entity with wlhich the
Fund invests conld misappropriate the secusities or fimds (or both) of the Fund.

18 Sole Proprietor Nom-SSC Investment Managers. Some of the Non-SSC
Investment vehicles to which the Fond may allocate capital may consist of investment operations with
only one principal. In such cases, if that individual's services became unavailable to the Non-SSC
Tvestment vehicle, the Fund nnght sustan losses.

19. Expeaience of Non-SSC Investment Managers. While certain of the Non-SSC
Investment managers have lhad extensive expenience in trading secmuifies generally and within their
specific investment strategies, they may have had litile experience ininvesting and trading on behalf of a
pooled investment vehicle, inutilizing certain of the investiment strategies to be employed on behalf of the
Fund or in managing an account as large as that anticipated for the Non-SSC Investments. In that regard,
as the asssts of the Now-SSC Investment velicles imerease, itis not kuown what effect, if any, this will
have on the trading strategies utilized on their behalf or their irvestment results.

20. Emerging Managers. As the Non-SSC Investment vehicles geueraly will be in
an ealy stage of formation oy operation, this can pose a mumber of operational and other issues. For
example, in its emly stages the Non-SSC Investinent manager may have little capital available to cover
expenses and, aceordingly, may have difficulty athracting qualified personnel. Competing investment
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managers have a larger number of qualified mmagement and technical personnel and benefit from a
larger capital base.

21 Lack of Liquidity. Certain of the Fuad's investments in the Non-SSC
Ihvestments will be subject to lock-up provisions any of which will limit the ability of the Fund to
withdraw capital from such investment.  While such lock-up period may be subject to ealdy relense for
breach of risk control or performance guidelines or for cause, there can be no assurance that the Fund will
not sustain additional losses while such lock-up period remains in effect.

22. Non-Disclosure of Positions. In an effort to protect the confidentiality of its
positions, the Fund generally will not disclose all of its positions to sharcholders on an ongoing basis.
although the Fund, in s sole diseretion, mmy pemit such disclosure on a select bagis to certain
shareholders, if it determines that there are sufficient confidentiality agreements and procedures in place.

23 Exchange Rate Risk. The Fund will mointain its assets in U.S. dollars. The Net
Asset Value per Share is determined in U.S. dollars. Non-dollar investors are subject to possible
reduction inthe value of their Shares due to changes in the rate of exchiange between the ULS. dollar and
their native coarency. In addition, ahedge may be established in anticipation of new subscribers. In the
event such subscriptions are not made, the hedge position will be unwound and the tronsactions will be
bome by the existing shareholders.

POTENTIAL CONFLICTS OF INTEREST

The Investment Manager, the Non-SSC Investment managers and their respective offiliates, officers md
employees may form and manage other mvestment enfities (including without limitation investment
partuerships, investment companies, mwtual fonds and offshore finds) and provide inveshuent services to
clients other than the Fund in the future with substantially the same or different objectives as those of the
Fund They may also make investments i secunities for their own accouvmts. Such activities could detract
from the time they aflocate to the affairs of the Fund and nsgatively impact the Fund's hnvestment
opportunities. Similaly, Messrs. Naess and Schmid, the non-affiliated Directors, have other busivess
interests and will not devote their entire tme to the Fimd's affairs,

The Investment Manager and its rvelated persons might have an incenfive to favor one or more of their
other clients over the Fund, for exanple with regard to the selection of certain investments for those
clients because those clients nught pay the Investment Manager mere for its services than the Fund, The
Investment Manager and its related persons will actin a foir and reasonable manner in allocating suitable
investment opportunities among their client and propretary accounts, No assurance can be given,
however, that (i) the Fund will participate in all investment opportumities in which other client or
proprictary accounts of such persons participate, (i) particular iovestment opportunities allocated to client
or proprigtary accounts other than the Fund will not sutperform investment opportunities allecated to the
Fund, or (i) equahity of treatment between the Fumd, on the one hand, and other client and propriztary
acconnts of such persons, on the other hand, will otherwise be assured.

In connection with the investment of Fund assets in Non-8SC Investments, the Investment Manager and
its affiliates may obtain financial and business benefits, including but not hmited to: (i) additionat
investment copacity m Non-SSC Investments, which miay be made available to other clients of the
Investment Manager, (i) compensation from Emcrging Managers in conncchion with placement of such
additional investment capaaty, andlor (i) sharing in the equity or cash flows of the entire investment
business (Fund and non-Fund refated) of such Emerging Managers. The Investment Manager, or an
affiliate, will share with the Frnd anmually, through Performance Fee offset, an amount equal to the
greater of (i) 50% of cash flows generated by equity held by the Investment Manager or an affiliate
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