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LEGENDS 

r-~-----FRQSP-ECi;'.I.:VE-SUllSGRmlmS-~m.Jml.SR0~'7ISEL.v.:E8-AS . 
f TO THE LEGAL REQUIREMENTS .AND TAX CONSEQUENCES WITHIN 'l1iE COUNTRlES 
'- OF THEIR .RESIDENCE A .. ~ DOMICll..E FOR THE ACQUISmON, HOLDING OR 

DISPOSAL OF SBARE.5 AND ANY FOREIGN E..-XCHANGE RESTlUCI'IONS WIDCH MAY 
BE RELEVANT TO TimM.. IF YOU ARE IN ANY DOUBT ABOUT THE CONTENTS OF 
THIS MlMORANDUM, YOU SHOULD CONSULT YOUR STOCKBROKEB. SOUClTOR, 
ACCOUNTANT OR OTHER FINANCIAL ADVISER. 

NEITHER MDL ACTIVE DURATION FUNDi LTD. (THE "FUND" NOR TB'E 
PARTICIPATING SHARES OF THE ;FUND (DIE "SHARES") DESCRIBED IN THIS 
M:El'\10RANDuM (!'BIS "MEMORANDUM") RA VE BE:&'f OR Wll.L BE 'REGISTERED OR 
QUA.LlFIED UNDER THE SECURITI.ES LAWS OF THE UNITED STATES ("U..S .. ~ OR ANY 
OTHER JURlSDICTION'. THIS MEMORANDUM SHALL NOT CONSTITUTE AN OFFER TO 
SE.LL OB T1IE SOUCITATION OF AN OFFER TO B'CJY, NOR SRAU. TH.ERE BE ANY SALE 
OF SHARES IN ANY JURISDICI10N lN WRICH SUCH OFFER., SOUOTATION OR SALE 
IS NOT AUI'lIORIZED Olt TO ANY PERSON TO WHOM IT IS UN.LA WFOL TO MAKE 
SUCH OF.FER, SOLIOTATION OR SALE.. T1m D.mECT OR INDIRECT OWNERSHIP OF 
SHARES BY "RESTRICTED PERSONS" AS DEP'INED IN THIS MEMORANDUM rs 
PROBIBrr.ED. NO PERSON HAS BEN AUTRORIZED TO MAKE k"'ff 
REPRESENTATIONS CONCERNlNG THE FUND OR Tlm SHARES WBICH All~ 

- lNCO'NSISTENT wrra TROSE CONTAINED IN TmS MEMORANDUM, AND ANY SUCH 
REPRESENTATIONS SHOULD ACCORDINGLY BE TXEATED AS lJNAU"l'B.ORl'ZED AND 
MAY Nat BE RELIED UPON BY THE RECIPIEJ.~. - · 

UPON nm I.NV'.ESTME.NT ADVIS.ER1S REGlSTRA TION W1'TlI 'T'1lE UNITED 
STAT.ES COM:MODITY F'1JTt1lU:S TRADING COMMISSION, .T.Bl'S FUND Wll.L T.RADE IN 
FlJ'I'URES. PURSUANT TO AN EXEMPTION .Im.OM TBE COMMODITY .FUTURES 
TRADJN<; COMMISSION IN CONNECTION WlTR POOLS WHOSE PART!ClPANTS ARE 
Lmfl'T.ED TO QUAl.JFIED ELIGIBLE P AllTJCil'ANTS, A CONFID.ENIIAL PRIVATE 
PLA~ MEMORANDUM.FOR TmB POOL IS NOT llQUIBED Tb BE~ AND RAS 
NOT BEEN, m.Jm wrrEr THE COlVlMISSION. THE COMl\-10DlTY Fl1'l'U:RES TRADI:NG . 
COMMISSION 001£8 NOT .PA.SS UPON THE MElUTS OF PARTICIPATING 1N A POOL OR 
UPON TBE ADEQUACY OR ACCURACY OF A CONFIDENTIAL PRIVATE PLAQ:M:ENT 
MEMORANDUM. CONSEQUENTLY. TlIE COMMODITY .FtmmES TRADING 
COMMISSION IlAS NOT REVIEWED OR APPROVED AND IS NOT E.,"'CPECTED TO 
REVIEW OR.APPROVE ImS CONFIDENTIAL .PB.IV A'l".E PLACEMENT MEMORANDtf.M.. 

CERTAIN 1:RANSAC'!l0NS IN FINANCIAL FUTURES AA'D RELATED OYI'IONS 
AND TBE INVEST.MENT AN.DIOR HEDGING 'ST.RA'l".EGlES ASSOCIATED TBEl?EWIT.H 
WlLL NOT BE AVAILABLE TO TllE FUND UNLESS AND UNTIL CERTAIN 

·REGlSl'RA.TIONS ·ARE OBTAlNED .. · .- "!"RE-1NVESTl\mNT "ADVISER· 15--SUBMITT.J.NG 
.APPLICATIONS FOR SUCH REGISTRATIONS Bur lS NOT OBLIGATED TO PURSUE OR 
OBTAIN ANY SUCHREG:::STRA.TIONS .. 

r msm:r -ii-
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?OU1~.15 

TEE .PURCR.\SE OF SR.>\RES IS SPECULATIVE AND lNVOL VES A filGH DEGREE 
OF RISK. TBERE 1S NO ASSt;"R.4.N'CE THAT T.BE FU1'11> WILL BE PROFITABLE .. -sEE rm 
SECllON' E~!....M1lmLIBIS MEMQRANDUM FOR A 
DESCRIPTION OF CERTAIN RISKS INVOLVED IN THE PURCHASE OF SHARES. 

THIS MEMORANDUM IS INTENDED SOLELY FOR THE USE OF THE PERSON TO 
WHOM IT HAS BEEN DELIVERED BY THE FUND FOR THE PURPOSE OF EV ALUATJ.NG 
A POSSIBLE lNVES1MENT BY THE REC'Il'IENT IN THE SlIARES DESCRIBED HEREIN, 
AND IT IS NOT TO BE REPRODUCED OR DISTRIBUTED TO ANY OTHER PERSONS 
(OT.HER THAN .PROFESSIONAL ADVISERS OF THE .PROSPECTIVE INVESTOR 
RECEIVING THIS DOCUMENT FROM TBE FUND). 

THIS DOES NOT CONSTttTJTE AN OFFElUNG TO ANY M'.EM:BER. O.F TBE 
GENERAL PUBIJC OF BERMUDA.. 

All monetary' amounts for Shares set forth herein are ~din U.S. dollars. 
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c 
INTRODUCTION 

,----·---MDL Adive~Dur:ation..Eund,..1.trl (the "Companiy m: the •:yundj, is an exemoteg. qpen ended 
mutual fund company ·mcmporated under Bennuda law Wlfu linnted liability and with unlimited duration. 
Ttte Fund has been formed specifically for the puzpose of providing an investment vehicle through which 
Umt.ed States ta."<:-exempt institutional investms and non-U.S. persons ("Investors'} can mvest m a 
portfolio comisting primarily of U.S. T~ notes and bonds. U.S. agency notes and bonds and 
corporate and mortgage-backed fixed mcome securitles. The Fund's du.muon,, maturity structure and 
overall quality rating will be adjusted periodically based on an assessment of certain macro.:Ceonomic 
factors.. The Fund will seek to capture sigmficant gains during periods when interest rates are g.enerally 
declimng and wlll seek to protect pnncipal dnring periods w'hen rates are generally rising. 

The Fund's investment adviser is MDL Capital Managemen~ Jnc.., a Pennsylvania corporation 
e'MDL" or the ... Investment Adviser'). The Investment Adviser will provide mvestmcnt advisory servJCCS 

to the Fund and will be-rcspcnmole for the overall management of the Fund>s portfolio. The Investment 
Adviser is a registered as an investment adviser with the U.S. Securities and Exchange Commission (the 
"'SEC') under the Investment Advisers Act of l 940 (the "Advise.rs Act). 

The Fund's investment OOjectIVe is 1o profit by investing in U.S. Trcastn:y~ U.S. government 
agency. COiporate and mortgage-bac!red fixed income securities. cunencles, shorMenn equity positi~ 
fbtun:s and option contracts. The Fund"s ~t strategy will include the use of leverage.. The 
Investmat Advisf!r, bi -its sole and absolute discre.dDn and authority f1S investment advisor to the Frmli, 
wi!l 1iltimatef/ ii.eJftify mui sekd investments for die Funtl. The Fund is de!ng:ned priman1y for U.S. 
tax~t institutional lirvestorn and non-U~ Investors. There can be no assurance that the Fund will 
achieve its objectives. . 

The Fund is offiring (the "Offering) its non .. votin& redeemable, participating shares (the 
~"Shares>], subject to prior subscription and other conditions. The Fund has a target equity capitahntion 
of $300 ::m1hon (which may be rncrased. Qt" decreased in the ~on of the board of directors of the 
Company (the '13oard of Direetors11). The mittimum init:W subscription per Investor is U.S. s 1,000,00t» 
subj~t to reduction in the discretion of the Board ofDi?e1::tors of the Company. Initially, Shares will be 
offered at U.S. $11000.00 F Share. After ~ement of in.vesting actrrities, Shares will be offered 
for sale at the Net Asset Value per share as of the o1ose ofbusines on the last business day of each 
quarter (urui a:rrf ather date approved by the Board of Directors). 

The Shares are offered only to non-United States persons and ce:tain U.S. tax~mpt ~vcstors 
which meet the definitions of "qualified purchaser" as defined in the Investment Company Ar;t of 19401 

as amended (the -Investment Company Actj and Qualified Eligible Purchaser as delined m 
RegulatJon 4.1 af the Commodity Futures Trading Commission,. The Fund reserves the nght to reject 
any subscnptmn m whole or in pa.rt. 

The mrtial offeringperiod shall commence on the date of the filing oftllis Memorandum with the 
.. Registrar .of Companies m .,Sermuda-on- laiwm'y, IS, 2U03"and W>Jl end-on the-earlier to :oeeur-of-the. 

acceptance of subscriptions in the aggregate amount of S3,000TOOO or May 15. 2003 (the «!nitci.1 Closmg 
Date"). 

?21P?T7f -iv-
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c 
SUMMARY 

---------
~r:iY:fl\1.ARY OF THE :TERMS OF THE OFFERING A.t.'ID THE FUND 

The following IS a rd1Jfm.ary of certam iriformaticn about the 'Fzmd and the offering of Shares 
made hy met.mS of this Co1'fjidential Private Placzmellt Memorandum (tlre «iliemorrmdum ''). The 
summary is qualified iB ifs entirety by tlte mare complete information appearing elsewhere in the 
Memorandum. and JS Sflbject to the detailed P,cvisions of the Fumf!s Governing Documen1$ and the 
Suhsciption .Agreement attached ltereto as E.rJubit A. The Offering is subject to pn.or slile. mcdijication 
and wit!ttirawaL · 

FUND OVERVIEW 

The.Fund 

Board of Directws 

The Ft.m.d is a Bermuda exe:o:rpted. open ended mutna1 fund company 
incorporated qn May 20, 2002 with limited liability in Bermuda. 'The 
opera'bon and management of the Fund arc govcmed by its 
Memorandum of Assoc1ation and Bye-Laws, copies of which are 
available :from the Administrator {the "Governing Documents). The 
Registered Office and princlptd place of bu.smess of the Fund is 
Williams HlnlSt; 20 R.eld Strea, Rm.ml~ :s:MJ 1~ Bermuda. The Fund 
has been classified as a Bermuda Imbtutional SGheme under ~ 
Bermuda M~; Authority CoUecbve Investment Scheme 
Regulations of 1998, as amended (the .. Regulatfo.ns~)1 and will be 
subject to the provisions of such law. 

The lnvestment Adviser of the Fund is MDL Capital Management,. me .• 
a Pennsylvania corporation. The Investment .Adviser,s principal 
shareholders are !v.fm-k D. Lay. Steven L. Sanders. ~ )..d:m::pe mul 
Safeguard &:imtific, lnC~ The ~t Adviser ts registt.red with the 
U.S. Securities and Exchange Commission as m investment adviser., 
The lirvestment Adviser is registenng to beeotne licensed as a 
ccmm:mclity pool operator ("CPO) with the Commodity Futures Tr.u.ling • 
Commission ("CF!Cj. Upon receipt of such licenses. the Investment 
Adviser will be the pool opera'tOr of Um Fund. 

The Fund is governed by its board of directors (the "Directors" or 
''Board c,f Directors'). The members of the Board of Directors are 
Mark D. Layy Steven L. Sanders and Edward Adatepe. who are the 
principals of the Investment Adviser. and Oskar P. Lewnowsld and 
Raymond Morrisan of Olympta Capital In~onal, Inc., the Fwd" s 
administrator. --

The M~ter :!tuud The Fund may at some point m the nuure choose m invest all or some 
portton of itS use!S in a centralized mvestment company. oommonly 
known as 3. 

1~~ ftmd1
' {the "Master Fund") (the Fund being a "feeder 

:funri"). Such an investment would also be managed by !he Investment 
Adviser at that leveL, but at all times m :.ccqrmmce 7ilth the investment 
style and strategies of tbe Fund as descnbed m this Memorandum. The 
Master Fund would be a Bermuda limited i:iahility entity oi State of 

99' e:?"t ~ f 
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Delaware limited pmtnership or silmlar entity eligible to be treated as a. 
{Jartnership" for U.S~ incmne tax purposes. It is antfoipated that the 

C
~.~~~~~~~~~~~~~~sra:hlished;-wot.rlthttimit-one-or-more-additionaHnves~r---

Mernbers consisting of other investment funds orgmiz~d by the 
Investment Adviser to part:icrpate in the portfolio of the Master Fund. 

Investment Objectives The investment objeetives of the Ftmd shall be to concentrate on 
investments in U.S. Treasury notes and bonds, U.S. government agency 
notes and bonds and corpomte and mortgage-backed fixed income 
securities to generate consistent positive returns and to achieve an 
investment n:mm in excess of that from the invesfl:ncnt. grade, broad 
market debt securities reflected in the Lebm:m Brothers Government 
Credit Bond Index (the "I.eh:t:ttan Government Credit Indexj~ In 
particular, the Fund will seek to significantly o111pcrform the Index 
during period$ when interest mes are generally declining and wt11 seek 
to protect pnncipal during penods when rates are generally rising. 

,,.. '· 

Administrator 

-
'] ?12t' 15 

'!'he Fund will seek to meet these objectives through an "active dm:ation .. 
approa~ e.g., the Fund's porttblio will be constructed to take advantage 
of mncjpated movements in yield curves as well as inter-sector spread 
relationship$.. The vs.nation m the Fnnd"s average dmarum will be based 
upon the lnvestmcnt Advisers projectlons as to overall trends m these 
wriables based on analysis of U.S. and global ~onomic growth 
factars. The Fund~s portfolio will include publicly-traded, United 
States-issued govem.ment agency. corp;xate and mortgagi:-baela:d fixed 
income securities and U.S. money market instruments and short-term 
investlm:nt fi.mds, guaranteed in'Vl:Stmcnt contr.icts, fmward contracts 
and. fu!l-Owmg the In.vestment Adviser's registration as a CPO with the 
crrc, interest rate fu..tures, 1bJancial futures and options thereon. The 
investments of the Fund will also involve the purchase of Jong and short 
positions of equity and investments md positions in foreign ~. 
It is anticipated. that the assets of the Fund will sometimes be pledged or 
otherwise co~ to obtain a certain degree of leverage~ The 
in~ will be selected by the Investment Advisc:r in a manner 
cODSistent with the investment return ob]ecti~ esmblished by the 
Investment Adviser from time to time consistent with prudent stnn~ 
of diversification, tiquirlity, qualityi volatilify and portfolio turnover. 
There is no assurance that the Fund will acmeve its objectives. 

Olympia Capital Intemational, !nc. (the "Administrator}, a British 
Virgin l'siands corporation with a. ;:mmaging office in B::rmuda, serves as 

_ _ . __ ~tor _u.L.tbe _ _Ftmd-. _The . .Adminis!:rator...wilLprovide _various.. 
administranve services m the Fund. !Deluding the cak.tlatlon L)f tile 
Fund)s Net Asset Value and Net Asset Value per Shim; processing 
Share suosc:iptfom and redemptions and m.ainmming the Fum:Ps 
principal books and records* 

The Fund has appointed Winch-..ster Fiduciary Services Limiteii. Iocat:ed 
m Ha:nnlton, .Bermuda. u registrar and tnmsfe::: agem (the "Registr2r and 
Transfer Agent:). T"ne Registrar and ".!"n.r..sfeT Agent ?S wholly-owned by 

-2-
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Custodi:in 

Ptttential Advanmge:t 
of the Fund 

TheSimns 

Wmchester Global Trust Company Ltmimd. an affiliate of the 
Adnmnstrator 

The Fund has engaged Credit Suisse First Boston Corporation. a 
.tvfa.ssachusetrs corporatio~ to serve as custodian of the Fund's assets 
(the "Custodian"). The Custodian will also act ss the prime broker of 
the Fund. 

The Fµnd is designed to enable Investors to access mvestment and 
trading strategies that are not generally available to most investors; to 
participate in in~t programs that differ from those of traditional 
portfolio managelllcnt; to diversify their ~t portfoliQs; and to 
benefit from the investment teclmiques and stmteg:ies of the Investment 
Adviser. 

The Fund is ~ to leverage the Fund•s investment portfolio as a 
means to increase yield and enhance tom! zetum.. Up to lSOOA of the 
Fund's assets, at the time of investment, may be leveraged (i.e.. the 
combined value of borrowings and short positions). Leveraging will 
include. but is not limited to~ short selling of sceuribes, reverse 
repurchase a.gn::emeuts, certain option and futures transactions plus 1IDl 
borrowings to l~ the Fund?s ass~ Although the use of leverage 
may enhance rettmlS on the Fund's portfolio and im:rease the Uumber of 
investments that may be made by the , Fund, it may also substantially 
increase the nsk of loss. The peree:ntage included above is intended as a 
guideline and may be c:hqed from time to time a.t the sole discreticn of 
the Board of:Diree"n. 

The Fund is oifering up to 10,000,00-0 nmiwvoring, redeemable 
part!Clpating shares, U.S. S0.001 par value (the "shares). The Fund's 
sbate capital c~ of the Shares· and 100 voting. ~cipa.tin& • 
non-redeemable sh:arest U.S. $0.01 par wlue each (~· "Management 
Shamt'), which are held by the MDL Active Duration Purpose Trost, a 
trust formed mider the laws of Bermuda (1hc ~sc Trustj. 
Harringron T.rost Lmxited, a Bemmda company, is the sole tn.tstee of the 
Purpose Trust. See ~GEMENT AND ADMlNISrRATION-The 
Purpose Trust .. 

The Flmd intends to sell Shar_es which will be denominated m U.,S. 
Dollars. Each Share wm be issued at_a_J'fit;~.Q,LUA_U.000.00_during_. 
the initial- otfti:mgpmod (the •'Jnitia! Offering Periodi> which shall 
commence on the date of the filmg of this Memorandum .with the 
Bermuda Regismtr of Companies on January 15~ 2003 and which shall 
end on the earlicx of the acceptance of S3,000,000 of subscriptions or 
May 15, 2003. There is oo :tSSUI'llllCe th.at the Fund will receive 3nd 
accept the mirum.um aggregate subscription ammmt necessary to 
commence investing. If subscriptions_ totaling at least $3,000,000 ue not 
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pi:riod of time following a request of verification of identityi the Fund has not received sarisfuctory 
evidence as aforesaid, ~e Fund may refuse to admit the mvestcr as a shareholder in whi,ch event my 
subscnption proceea5 receiied by .the Fund wilneretumed without mterest to the account of the 
relevant investors Invesrors should note that if any of the Directors, the: Investment Adviser, or the 
Adttnnistraror has: a suspicion that a payment to the Fund (by way of subscription or otherwise) contains 
the proceeds of cnminal conduc~ it may he reqlllI'ed under applicable anti-money Iaundering laws and 
regulations to report its suspicions to one or more enfon::e::ment or regulatory agencies~ mclu.ding various 
U.S. governmental agencies. For example, an fudividual may be required to produce a copy of a passport 
or identification card duly cm:ified by a public authority such as a notary public, together w-tth evidence 
of bis ad~ such as a utility bill or bank statement, and date of birth. In the case of corporate 
investors, the Administrator can require> among other ~ prnduction of a certified copy of the 
certificate of incorporation (and any change of name), memorandum and articles of ~ociatian (or 
equivalent), and the ~ occupations. dates of birth and residential md business addresses of an 
directors and beneficial ownm. The Admimstmtor can request such information as is neeessary to 
vmfy the identity of an investor. In the event of delay or failim: by the applicant tn produce my 
information requtred for venfication pmposes, the Admmistrntor may refuse to accept the application 
and the subscription morues relating thereto, or may refuse to honor a redemption request until proper 
tnformation has been provided. 

Ji any person who is resident in Bermuda {including the .Administrator) has a suspicion that a 
payment to the Fund (by way of subscnption or otherwise) contains the proceeds of criminal conduct that 
person w required to report such suspicion pursuant to The Proceeds of Crime Act, 1997. Bemmda. 

6. Shareholder Meetings. 

In general, other than the Annual General Meeting. there 'Will be no regularly scheduled meetings 
of Shareholders. 

7. Dircctorn.1 .Interests. 

None of the Directors has any ownership interest either direct or indirect in the Participating 
Shares or any optiom m respect of such Shares., 

There an: no existing or proposed service cantracts between any of the Dircctora in their 
mdtvidual capacit}' and the Fund. 

Exeept for the contract listed in paragraph (h) bclow1 no Director is materially mterested m. my 
transactions subsistmg at the date hereof which is unusual in Jts nature and conditions or significant m 
relation to the bimness of the Fund. 

8. Reports and Accounts.· 

__ . _ .. _ --- Interim-and a:nnua!:reports'i'or the-Fund, ooceh5ted,~Will,oe-s6it to-SliareholderS Wit.fun fou; ~d 
six; momhs~ respectiwly, of the end of the period to which they relate. 

9. Lingation. 

The Fund is not engaged m any litigation ar arbitration proceedings and the Directors -are not 
aware of any litigation orclai.T!l pending or threatened by or against the Fund. 

01.910454. 15 
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The following docs not puxport to be a comprehensive summmy of all the risks associated with an 
investment in the Fund. Rather. the following_ 11'!:~.:t cerurin parb.cutar risks~ wmch the F~_:i is 
sllbject that the Jnvestment Adviser wishes to encourage prospectrte mvestors to discuss in detail with 
their professional advisors; 

'llie Fwul Has No Peefomumce: EI'J.St.Ory. The Fund has only r~ently been formed and has no 
pcrf onnanee history. 

RelialfJ!e on the Investment Adviser. All decisions with respect to the Fum:Ps assets and the 
general management of !f-.e Fund will be made by the Investment Adviser which relies on the services of 
several key employees, im:Juding Wlthaµt li:rmtatio~ Mark D. Lay, Steven L. Sande!s and Edward 
Adatepe. Shareholders will have no nght or power to take ptttt in the management of the Fund. As a 
result. the success of the Fund for the foreseeable future will depend largely upon the ability CJf the 
Investment Adviser and in pm:ticular Mark D. Lay, Steven L. Sanders and Edward Adatepc. Should any 
of these employees leave or become mcapacitated for any period of time, pn:.rfimbility of the Fund's 
mvestments may suffer. 

Achievement of the Fund~s InvestJtumt Objecti'lle. No gummrtee or representation is made that the 
Fund's Investmc:nt Objeclive will be suceessfill. The Fmurs imrcstme:nt progrmi may ine:lude such 
investment techniques as short wcs. leverage and limited dive:sificati~ which practices can. in cert.a.in 
circumstances, maxinuzo the adverse impact to which the Ftmd •s investments may be subject. 

Eligibility to Engage in Futures Tnm:actians. Certain tnm.sactions in commodity fl!tures and 
options on futures and the ixrvesttnent and tmding strategies associated with S1.10h transactions Vllll not be 
available to the Ftmd unless and until the Investment Adviser has regisrered as a CPO with the CFTC~ 
While the Investment Ad~ has filed an appli.C3tion with the CFTC for licensmg as a CPO, no 
cssttnmce can be given that sueh license wt1l be ohmmed and the ~vestment Adviser is not obligated to 
pursue or ohb.in any such license or tc:gJ.Str:ation. 

No Cummi. Income. The Ft.md~s investment policies should be considered speculative., as there 
can be no assurance that the Investment Adviser:s assessments of the nhort-teµn or long-term prospects 
of .in'vestments will generate a profit. In view of the fact that it is unlikely that the Fund wi11 pay 
dividends, m investment in the Fund is not suitable for investors seelang cummt mC()MC for financial or • 
tax plamring purp~. . 

Currency Risk. Tnvestments in securities ofnon-U.S. issuers wm be denominated in currencies 
other tmm the U.S. Dollar, and hence the value of such investments will depend an the relative strength 
of the U.S. Dollar. The Fund may be affected fnvombty or unfavorably by exchange c-antrol regulat:ton 
oT changes m the exchange rate between foreign euttencies and the U.S. Dollar. Changes in fore1gn 
currency excllange rates may also affect the value 0£ dividends and, interest eame~ and the level of gains 
and losses reali2ed on the sale of securities. The rate of exchange between the U.S. Dollar and other 
currencies is d~ed by forces of supply and demand in the foreign exchange markets. These prices 

---~--------- anr-~ by ffie tnternano~ce or payments and otnet eeonofut'"'Caiia~fiiiariailI conditions,---

. 
\, 

government intervention. speculation and other fuetor:s. Additionally, becouse the Fund,s Net Asset 
Value will be calculated. purchased and redeemed m U.S. Dollars, each sha:rehoider, and not the Fund: 
will benr the risk of any currency exposure rcsu!tmg from differences, tf my, in the value of the U.S. 
DoJJnr relanve to me shareholder's reference Clll'TenC"f. 

Investment m a Master Ftgzd. A..-i investment by the Fund m the Masrer Fund may be affected by 
m investment by other funds m the Master Fund. In vie1N of the fact that all expenses of the Master Fund 
wouid be ~hared pro rara among ltS investor:;. lf other investo~ it! the Master Funa redeem th.e1r:.1n.terests, 

J01 910454.15 
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Continuous Offering 
Period 

Eligible Subscribers 

accepted by the Fund during the In1ml Offering Perfod, the 
suhscnptions will be returned with interest actually w:ned thereon. 

If at least S3,000t000 in subscriptions are acc...-pted, 11.le Fund will 
commence investing openitons~ Subsequent to the Initial Offering 
Period. Shares wm be offered at the Net Asset Valtm per Share as of the 
last Busmess Day of~ calendar quarter (each. a UValuahon !Atej. 
Shares purchased after the Initial Offer Period W111 be issued as of the 
next Busmess Ds.y after the relevant Valuation Date {the uSubseription 
Date .. ). A Business Day shall mean a day on which banks are open for 
business in Bermuda and New Y otX, other than a Saturday or Sunday. 
Such proceeds will be invested in the Fund for the benefit of the .Investor 
at the next Investment Date. FractionaJ Shares will be issued and carried 
out t.o three decimal places. · 

The minimum initial subscription per Investor is SV)00,.000. The 
minimum subscription for additional investments by an Investar shall be 
$500,000. Shares are offered directly by the Fund. The minimum 
subscription amount and the minimum additional subscription amount 
nl1'fY be reduced by the Board in its sole discretioo.. To subscnbe for 
S~ an Investor must submit a Subscription Agreement (in the form 
atbched hereto) to the Administrator. Subscription ~ and 
cansideration for the Shares subscn'bed to must be received by Qe 
Administrator at least five Business Days before the .• intended 
Subscript:fon Date .for the mbscription. Upon acceptance of the 
subscription, C3pit.al ~omnbution fur the Shares subscribed must be 
tramttritted ~y tp the Funrll's subscription account. Cleared 
fimds must he in the Fund~s acccunt by 5 p..m. {B~ time) at t~ 
three Business Days before the Subscriptlon Dau:.. Ccnsi~tion for 
Shares must be paid for in c:ish. although the Dtrectnrs may in their 
absolute discretion a~ept other forms of payment. 

. . 
Generally, except with respect tn Qualliied U.S. Persons {as defined in 
{b) below)t the Shares will not be otrered for sale in the U.S. or its 
territories or possessions or to natio~is thereof, persons resitlent therein 
or entities established under the laws thereof. Shares will be offered 
from time to "rune on a private basis only to a select number of 
institutional and individual rinvestors wluch meet applicable regulatory 
requirements. The Shares may be purehased only by (a) individuals that 
are not citizens or residents of tlw United States or entities that are not 
organized Ul3der the laws of the United States ("'Non..U.S .. Persons'), and 
{h} U.S • .Persons wtth.i:tt gi~ ~g~ofJmL U .S.Jnrema.1.hYcoue£ode 
of f9S6, ai ~f;f (the "C~'')~ 'thnt are subject to the U.S. Employee 
Retirement Inaime Security Act of 1974, as amended'\ERlSAn)# or are 
otherwise e."tempt from payment of Umted States Fede:tal income tax, or 
:m entity substam:iaUy ail of the ownerahlp mteres'm in which me held by 
entities exempt from paymem of US. Fedm.1 income tax {~wtlified 
U.S. .Persoosj. Prospective shareho!dm who are Qualified U.S* -
Persons must a1so qua.iffy, as "~ed ;;urc..11as~ und::r §2(a}(51) of 
the !nvesttnct Company Act mad ~qualified eligi'blc partic~ tmda 
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CFfC Rqulation 4.7. Non-U.S. Persons and Qualified U.S. Persons 
that are Qwilified Purchasers nnd Qualified Eligiole Pa:mcipmts are 

(---------'-----__,aerairntfter-refe;red-t~med-lloldetS~~t-be~ . purchased or held by or for the account of Bennuda residents~ The 
Board <{f Dmtors may reject any subscnption for ar.ry reason7 or for no 

I .. 

Serles of Shures 

reas~ m their sole and absolute discretion.. 

In order to ensure a more equitable allocation of the Incentive Fee (see 
"Fees and E:cpenses" below) among Investors investing in the Fund at 
different times daring the calendar year. Shares is.sued as of separate 
Subscription Dates will be designated as Shares of separate series (each 
with its own Net Asset Value per Share) as follows: Shares issued on 
the first Subscription Date of a calendar year will be designated as 
Series 1 Shares. Shares issued on Subscription Dates that do not fall on 
the first Subscription Date of a calendar year will be designated as 
Shares of a consecutive series of Shares. To the extent that there is no 
Loss Canyforwani with respect to a Serles, such additional series of 
Shares will he ccnverted m:tO Serles I Shares at the beginning of each 
calendar ye::sr as descnbed in mare detail under •'FEES AND 
EXPENSES ... 

&&Mils 
Orga.nizatfon ad 
Offering Expenses 

The aggregate initial organiz:ttion and offering apenses will be 
advanced by the Investment Adviser and will be reimbursed by the Fund 
at such tunes and in such amounts as requested by the Investment 
Adviser. Provided that the Fund commences investmg aenvitles, the 
Fund may treat its orgamzational costs and expenses m .accorrlance with 
U.S. Generally~ A.c;eoun:ting Pnneiples .. although it lDJl.Y elect to 
modify its treatment of such, costs and expenses to accomr.nodate its 
practical needs, including without limitation, by amortizing such 
orgrullz.3tiorntl costs and Cxpenses over a penod of up to @ months. 
Subsequent; offering expenses will be direct expenses of the Fund. 

••••£••Les The Fund will beat' its routine operational expenses. including legal. 
custodial, aceotmting. prmtin& and audit c:xpcnses, c:xpc:n.ses related to 
the investments of the FWld*s ~ts. including. without lunitat:ion. 
brokerage cmmmssions, investment related travel expenses, interest 
expense and professional and eonsultmg fees reia.t:ing to pa:roculal" 
investments, insurance premiums (if any), aclmimstrativ~ directors fees 
and expenses. expenses incurred with respect to fiimislling the 
Shareholders with annual reports and other financial mformation., the 

~ · A<friiiii1Str.liii1sanci:-tlie~g1st.rar and Transfer Agent's tees and annuar 
Bemmda goverr.ment fees. The Invesiment Adviser- will bear all of its 
gcerol ~vcrne:W. expenses l.tt eonneenon Mth rm serrices to the Filnd 
tand the Master Fund), mclu'ding employee ~alaries and office and 
eqtnptnent eostS. The Fund will also, n~ such tnne as it becomes a 
member of the Master Fund, indirectly bear im allocable share of. 
expenses incurred by the Master Fund, which ~il consist priman1y of 
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( Investment Advist!r 
Cnmpensatinn 

~and 
T:rnnsfer Agent 

Directors' Fee 

brokerage tommlSSions and other operating and investment expenses 
paid by the Masrer Fund. 

The Investment Adviser will receive a quarterly management fee deter
mined at a rate equal to !% per annum of the Fund's Net Eset Value, 
accrued monthly and payable in arrem as of the end of each calCl'ldar 
quar+..er. rt also will receive a quarterly incentive fee (the "Incentive 
Feet) eqmtl.. in the aggregate. to 20% of the increase m Net Asset Value 
of each series of Shares over tbe sum of (j) tht: Series' Net Asset Value 
as of the commencement of each calendar quarter plus (il) the yield on 
the Fund's portfolio at a rate equal to the yield of the Lehman 
Govermnent Credit ~ !OT such period (the '"Hurdle'). A Series of 
Shares wm oruy be charged with an Incentive Fee if its Net Asset Value 
at the end of a quarter (prior to accnted Incentive Fees)_, 2f any1 for the 
quarter is greater tbml (i) it.s Net Asset Value at the tune of tts imtfal 
subscription (or the Initmi C1osmg Date> whlchever ts later} or (ii) its 
Net Asset Value at the time the last Incentive Fee was charged against 
such Series, whichever is higher, plus the Hurdle (the "'High Water 
Marki. In the event that the Fund invests in the Master Fund. the 
Investment Mvtser wt1l not be entitled to a separate management or 
mvestment advisory fee as manager of the Master Fund but will qe 
entitled to rellnbu.rsement for apenses incmred an behalf of the Master 
Fund. 

In artler to ensure that the Incentive Fee is charged only to Shares that 
have appreciated in vahle since their acquisition and to make su:r:e that all 
Shares have the same Net Asset Value. the Fund will issue dffi"erem 
senes of Shares to investcr:s who invest at different times to ensure that 
the Incentive Fee 1s clm'ged only to Shares th.at have ~din 
vafae. See "CHARGES TO TliE F'UND-C3lcularion of b:Ivestment 
Ad-Jisc:r Ca:mpcnsa.tion." 

Deferral of Fees. The Investment Advise: may eleet, prior to the 
cmmnenccm::nt of the Fund's trading activities with respect to its first 
cmlenrlar year of trading and prior to the commencement of ~ch calendar 
year thereafter, to defer for a period of up ta ten years payment of all or 
my porncm of its Management Fees and/or l'ncen.Uve Fees earned with 
rc$pCCl .to that subsequent period.. 

For its services as the Fund•s Administrn.tor .. the.Fund will pay the 
Admmist:rator fees m accordance with the Admin1straticm Agreement. 

- - Fot':ts-set'V'lccs, the-Reg.ist.r.u' ·and Trn:rlsfer Agent ,will-receive a fee of . - ... - -
U.S. $2..5CO per arm'Jm and is entitled to reimbursement of 3C~ out..af-
pocket expenses incurred on behalf of the Fund. 

Each Director who is not an officer or employee of the :hvestment 
Adviser receives a fiat annual fee of U.S. $2,000 for serving in such 
cnpadty The Th:re~ors shall be entitled to reimrmrsement frmn dle 
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T.rustu Servlce.s 

Custody and Prime 
Brokerage Services 

Fund for reasonabie ou.t-of-pocket expenses incurred by them on behalf 
of the Fund. 

The Trustee of the Purpose Trust holding the N!anagement Shares will 
be entitled to an acceptance fee of Sl,500 arul an annual trustee fee of 
$1,500 payable by the Fund. 

For its services as custodian of the Fund ,s assetS and prime broker of 
t;te Fund, the Fund will pay- the Custodian in aecoroance with the 
Custody Agreement 

SHAREHOLDER INFORMATION 

Limited Liability 

Transfer of Shares 

Shareholders will purchase Shares in the Fund wtth lin'uted liability and 
cannot lose more than the amount of th.err mvestJ:nent and profits 
tbeteon., 

S~ may be redeemed at a Sha.Tz:holder1s option at the Net Asset 
Value per Share of the relevant Series as of any Valuation Date upon at 
least 15 Bminess Days prior written notice to the Fund. The Fund ?Day 
comi>utsorily redeem the Shares of any Shareholder on at least ten days' 
prior written notice to such Slmreholder at the sole and ahsolme 
d.iseretion of the Directoa of the Company or where the Jlolding of such 
Shares may n:sult in regulatory, peeunfu:ry, legal. tuation or ma?eriaI 
ad.ministnd:ive disadvantage to the Fund or it! Shareholders. There is no 
redemption charge or penalty. The Fund will generally pay 9SU1' of the 
redemption price within 30 Busmess Days of the effective date of the 
redemption Wlthout interest, and the balmce promptly at such time as 
the Fund shall detcmrine,.. at the discretion of the Board of Directors. 

The Fund expects to pay the entu'e redemption pnce m cash. nlthougb it 
has tlre right to distnlrute marlcetable securities. A redemption notice, 
once given, ma;y not be cancelled or rescinded without the consent cf the 
Directors in their sole discretion.. 

The Fund reserves the nght to decreaseJ limit, delay or deny a 
redemption request, or any pay,tnetrt on a redemptian reijuest, if 
reasonably ueecssary m order to comply 'wrth the Ftmd"s credlt and other 
agreements, as well as far other retlOO?lS. 

There is no active secondary trading market for the Shares, nor is one 
ex.peered ~o develop Shares may not be sold1 tra!lsfcrred or otherwise 

. ""_'"_ .. Ai~~-~LoLOY..:1 Shax:t;holtjg _in ~-P_J!ited.S~t~~ or t,Q _any p~ 
eorporn.tion or' entity which is not a Qualified Holaer without prior 
'WI'lrten consent vitll~_,Funri and compliance with all :ipplic®le laws. 

Fn"·oruble ::'ax Treatment Under edsting legislation m Ben:nud.a, there are no income. capital gains 
or withholding' taxes payable by the Fund or its Shareholders, nor are 
there ?IrJ Bemmda estate~ sueeession., or inheritance taxes payable by 
the Shareholders with respect to their S'nares • 

.,, 959'5 ff 
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There i~ at present. no direct ta.ution in Bemroda and mte:rest, 
dividends and gaim payable t.o the Fund will be received free of all 

4rz:::::...~~~--__::_~~~:;_;:_.:;_~~~MB~~.u.1W~wa~m~x~~w..-..~Ih~e~F~1~md,iu...t•~s~an.i...wexempted..co~i:m~~ 
\._ and the Fund bas made application to the Minister of J:.irumce of 

Bermuda fur) md expects to receive. an assurance that no law hereafter 
enacted m Bemmrla imposing any taxes or duty to be levied on income 
or capttal assets. gains or appreciation will apply to any income or 
property of the Fund. 

Dividends and 
Distributions 

Net Asset Value 

nISA Considerations 

Anditon 

Legal Cuunsel 

001.!:10454.15 

The Fund and its Shareholde:rs should not be subJt:et to United States 
ta:rotit;m as a consequence of the Fund's trading activltie:s. 

The Fund is a capital appreciation fund and docs not intend to clistnoute 
dividends. Any dividends declared will be m the sole discretion of the 
Direct.nm and will be pa::d out of the Fund's accumulated net income 
plus the net of accumuiated realW:d and ~d capital gains and 
accumulated_ realized and unrealized capit.al losses~ Any dividends 
declared will be paid in accordance with Bermuda law. 

The Net Asset Value of the Fund and each Series will be calculated at 
each Valuation Date in U.S. Dollars (unless the ealculauon at such 
V alwrtion Date bas, for any reason, been postponed or suspended)~ 
Shareholders may> at any tim~ obtam information from the Fl.md 
regnrding the most recently a"1lilable indication ofNet Asset Value. 

Fiduciaries and other pe:rsons investing in Shares in the Fund on behalf 
of employee benefit plans~ e::o:ployee retitement pl~ individual 
remeweut ammgemenm. Ktogh Plans and other plans (together • 
.. Plmsj subject to ER!SA QI' the Code :Jhauld be awm:e that the assets ai 
the Fund may constitute "plan assets"" for purposes of the reporting, 
disclosure, p:rohtlntetl tr.msactlon mm fiduciary responsibility provisions 
of ERISA and the Code. The Investment Adviser ~es as a 
"qwilified professional asset manager" under applicable regulations . 
under ERISA and will take all appropriate steps to ensure trurt the Fund 
docs !lot enpge in any prolnl>ited transactions" under ER.ISA. The 
Investment Adviser will be a fidDcimy of PI3D.S investing in the Fund for 
pwposes of ER.ISA. An investm.ent m the Fund by Plan Jn.vestors 
reqilires special C00S1derations. and fiduciaries of such Plans are 
encouraged to carefully review this Mcmonmdum and the Section 
entitled uERISA Considerations." 

Deloitte & Toueht; Eamilton,Be::murla. 

Foley & I.aniner, Milwaukee. Wisconsin. have counseled the Investment 
Advtser on "nnious matters of United State$ law relating to the Ftmd.. 
Appleby. Spurling & Kempe, Ha:mtlton. Br:nnuda, , ha.Ye arivlsed the 
Investment A.&riser-and the Fund on vmous matters of Bennudan law 
relating to the Fund. 

CONFIDENTIAL TREATMENT 

P000713 

P000713 

 

Exhibit 44
Page 15 of 47



c.- The Fmid ts e."tempt under the Regulations from the requirement to 
appoint a Bermuda custodum of Fund .Assets smce the Ftmd is c!~-ified 

(----~~~~~----~~...._~~ ......... as_.,.ar-'B -eustadimr'wi!I)erve-as,,..,_~-
- custodian of the assets of the Fund. 

.Prime Broker 

Comlkts nf Interest 

101.9104$4..15 

The Custodian will also mitia11y be engaged as prune broker for the 
F~ Wl11 function as clem-ing agent and will provide margin leverage 
and certain valuation and reporting sernces to the Fund and the 
Admitristrator. 

The Fund will provide .Investors with monthly tmatldited performance 
reports and annual audited financial stm:ements prepared by the Fund's 
auditO!S. 

The Fund's fiscal year will be the calendar year end.mg December 31st. 

The Fund will be subject to certain actual and potential conflicts of 
inrerest. For example, tbe Investment Adviser will not be required to 
devote all of its time to the management of the Fund and the Investment 
Advisee has provided and , expects to continue to provide investment 
management and advice to cliems other than the Fund. In a.drliti~ the 
terms of the Invesime:nt Adviser1s compensation from the F_und was not 
established by atm7S length negotiatl-ODS. See ""CONFLICT'S OF 
INTEREST." 

l'nveztment in the Fund involves greater' nsb than certain otbu types of 
investments. Investors in the Fund should be able firumcially to bear a 
loss of their investment. There is no assurance that the Fund will be 
profit:lble or will nvoid substant:W l05$CS. ...Sec Rtsk.Factors. 1

• 

-9-
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Registered Office 

MDL Actlve Duration Fu.nd. Lrd. 
Williams House, 20 Reid S~t 
Hamilton, HMl I. Bermuda 

Dinetors 

Mt.MarkD. Lay 
clo MDL Capit.al Management, !nc. 
225 Ress Street, 3rd Floor 
Pittsburgh. PA 15219 

Mr. Edward Adatepe 
c/o .MDL Capital Manag¢ment~ In<:. 
225 ltoos Street, 3rd Floer 
Plttsbmgb, PA 15219 

Mr~ .Raymond Morrison 
do Olympm Capital Intermmm:ial, Inc. 
Williams House. 20 Retd Street 
Hamilton, HM 11, Bermuda 

Admiuistramr 

Olympia Capital lntemationa!, Inc. 
Williams Bouse, 20 Reid Sb."eet 
Hamilton HM 111 Bermuda 

U.S. Counsel tu the Fund 

Foley&~ 
777 East Wisconsin Avenue 
Milwaukee, WI 53202·5367 

Seer~, R~:tr and Trruisier Agent 

Winchestet" Ftduciacy Services% Limited 
Williams House, 20 Reid Street 
Hinm1W!fHNIT1~ B'ennuwf·~ · 

Investment Ad'riser 

MDL Capital Jvfmagemen~ Inc. 
225 Ross Street, 3rd Floor 
Pittsburgh, PA 15219 

Mt. Steven L. Sanders 
c/o MDL Capital Management, Inc. 
225 Ross Sf.ree4 3rd Floor 
Pittsburgh,, PA 15219 

Mr. Oskar P. Lewnowski 
c/o Olympia Capital Jntemational. Inc.. 
Williams House" 20 Reid Street 
Hamilton, HM 11, Bermuda 

Trustee of Purpose Trust 

H.a:rrington Tnmt Limited 
Cedar House, 41 Cedar Avcrue 
Hamilton HM12, Bennuda 

Auditun_ 

Deloitte &. Toucl\'e 
Corner Bouse 
Ci.wrch and Parliament Streets 
Hmm1ton. Bermuda 

.Bermuda Counsel to the Fund 

Appleby Spurling & Kempe 
Cedar House 
4 l Cedar Avenue 
Hamilton HM'.12, Bermuda 

Custodian nnd Prime Broker 

Credit Suisse First Boston Olrporation 
Eleven Madison A VC'tlUe 

New York:NY" roorn.:.:r629 
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( !Dvestment Objective :ma Strntegy. 

The Fund aims to achieve consistent positrve returns and to outperform the Lebma.D Go~t 
Credit Jnde.l. over a full market cycle (Li, 3-5 years). In particular, the Fund seek! to signilicantly 
outperform lhe Inda durmg periods when bond ~dlor stock markets e.--cperience relatively strong 
returns. Conversely, the Fund seeks to match or slightly exceed the Index n:tmn durmg periods when 
returns :from financ1a1 assets are peral.ly declining. The Fund will have a broad market style focusing 
on mvcstmellt.s m U.S. Treasury and US. agency notes and bonds and corporate and mmtg.age-bacla:d 
fixed income securities. 

lt is anticipated that the objectives of the Fund will largely be achieved through an active 
duration approach. This means that the Fund wm be constructed so as to ta1re advantage of anticipated 
movements in the U.S. Treasury )'leld curve as well 33 of changes m inttrsectm spread refutionsbips. 
The Inwst.metrt Advisers projections of these vmiables will be based on an analysis of domestic and 
foreign micro-economic factors including, but net limited to> economic growth, inflation trends, Federal 
Reserve policies, Federal budgetary considerations, exchange rate and trade polieres mJd the P?rmance 
of foreign economics. 

The fn"t"eStment Adviser will select individual seeunties so that the Fund wil4 on the whole, have 
the de.sired pcrtfolio ebaractcri.stics (e.g.7 clm:ation. maturity structure. sector allocation and quality). 
During this ~ 1he Investment Adviser will take into consideration other related factam such as 
liquidity, eot.tpml, on-the-nm versus off:the l'lll4 yield, call features and convexity. 

Assets of the Fund will regularly be pledged or othe:wise coDateralized to obtain some degree of 
leverage. ' 

Investments of the Fond 

Investments of the Fund will emisist pnmm1y of long positions in U.S. Treasury notes and 
bonds. notes and bonds of U.S. government agenciCS:t fixed income ~es of U.S. corporations with a 
Standard & Poor~s credit rating ofB or better and mortgage.backed £Peed mcome securities. The Fund's 
investments in mOrtgage.'.backed securities will be limited to simple pass-through securities sueb as 
Ginnie Mae's and Fanme Mae's. The Fund will also take posrtions from brile to time in various 
CUIICnQes and in long md short positions and options in publicly-traded equity securities, both as a 
hedge against underly.mg tmht and interest rate trends or a..t unhedged positions. The Fund will also 
enter in.to forward contracts, engage in interest rate swaps and hoid COllllilel'.ciaJ paper~ certificates of 
deposi~ rcpurebasC ~ents and short-term money market fiulds. The Fund will not take positions m 
convertible bonds. · 

. In 8.ddition;-snEject to applicable ~gulimrj"ieqtiiremciits of the CFTc.-mcftiilmgcommodicy· ·· 
pool aperat0t ~~=tion requirements. the Fund may pan:lcipate m commodities transactions fb interest 
rate and financial furores including currency fmures and opnons on the foregomg mvestm.ent 
instruments. The fnvestment Adviser is :ipp!ying to become licensed as a CPO with the CFTC and upon 
sucn licensing will appiy for an exemption for the Fund from certam disciosure iltld reporting 
requiremerits of the crrc that are applicable to certmn commodity pools. As a eondltlon to such an 
~empn"on, 1f gr:mte~ the Fund may have to commit to the CFrC, among other tbmgst that it Will mtrict 
the pe:reentage of its assets that :miy be committed ro initial msrgm and option deposits in c~on 
.vnh commoaity 5:wres contracts and options thereof. Jn any event, the Ftmd does not plsn to eonttmt 

001.~104M.'5 
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more than 10% of its assets as initial margin and option depoSits in cmmection with such commodities 
futures contracts and options thereon. 

The trading of the Fund will consist pnmmly of long positions in fi.xcd mcome securities. In 
addition, in ordtr to augment or adjust the duration of the portfolio or to hedge certain position.st the 
Fund will from time to time take long and short positJ.ons in Cl!'I'tlin equities. engage in: relative value 
trading (long and short posit!ons in similar securities), fixed income arbitrage of mispricinp in related 
fixed inccme securities and mortgage arbitrage (offsetting long positions in mortga~acked securities 
with short pos1tfons in other fixed income securities of different durations) and ~ option posit10ns.. 
futures and options on futures. 

Divenificatfou and Concentr.ltion 

The Fund will not be limited with respect to the amount of capital that may be eonmn~d to any 
particular .secior, type of investm.ent or securities of a particular issuer. lt is anticipated that the Fund•s 
portfolio will typically cxmsm of debt securities of 10 to 30 iSS'l.lm plus positions in other as.set classes. 

Portfolio Tllnlover 

Purchases and sales will be made fur the Fund whenevunecessm:y> in the Investment A<iviser#s 
determmation. to meet the Furn:i~s objectives. The Fund's investn:J.e:nt activittes tnay involve numeroys 
investments based on various shmt-funn marlret considerations. The turnover rate of the Fund is 
expected to be sigru&:ant 

SPECIAL INFOBMAllON ONTHE.MASTER.FUNDIJEEDERFOND 
INVESTMENT STRUCI'URE 

It is withm the power of the Directors to direct that part or all of the assets of the Fund be 
!llVcs'ted m a Master F1.llltl at some point m the future. Jn the event the Fund does make an invest.ment in 
a Masrer Fundi the assets inves".ed in the lvlaster Fund would also be managed by the Investrndit Adviser 
at the Master Fund le"'.tcl, but at all times m accordance with the investment strategies of the Fund as set 
forth in this Memmmdum. The Master Fmid would he a Delaware limited partnership or a Bemiuda . 
llmited liability entity or ether entity exempt from U.S. income taxation.. The use of the Mas1:cr Fund 
may give the Fund added flexibility in its investing by increasing the equity base a'?3Jlab1e for such 
investmg. 

Tn such arrangement,. the Fund would be what is often referred to as a 't'f eeder Fund. n In addition 
to sellmg an interest to the Fund. the Master Fund may sell interests to other affiliated and non-affiliated 
mYestme.nt eomparues or mstitutfoml investors (Le.> other feeder funds). Su.Ch investors will invest m the 
Master Fund on the same 11:rms and conditions and wm pay a proportlonate share of the Master Fund ls 
expenses. However, the o!hf!l" mvestors investing in the Master Fund may not be ·required to redeem thctt 

· ·shires-at the-Sarifeoffenng ?rlceasthe'Fund?im:ttrvmationsiir sates-coznmis51on.r:.tm.tutheruperating- ----· 
expenses. Thccforc, :investors m the Fund should be aware that these differences may result in 
differences m returns ~erie:nced by mw.sum.; m the diffen:nt funds that invest in the Master :uru.t See 
0 RlSK FACTORS." 
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me duectors of the FWld are :Mark D. Lay, Steven L.. Sanden, Edward Adatepe, Oskar P. 
Lewnowsk.t and Raymond Momsen. Dtreetors are elected, and can be removed by a majonry vote of the 
holders of the Management Shares. Arlditimmi directors may also be appointed by a majority vote of the 
holders of the ~t Shares. Tut! directors are ultimately responsible for all aspects of the 
opera.non of the Fund, although they have delegated mvestmcnt authority to the Investment Adviser and 
certain admnnstrative respol'lSlbilthes to the Administrator. · 

For the biographies of Messrs. Ley~ Sanders and Adatepe. please see the discussion under 
Investment AdVlSCr. B1ogzaph1es of Messrs. Lewnowski and Morrison are as follows: 

Osbr P. Lewnowsici has, since its incepti0f4 been Chairman and a director of Olympia Capital 
International, Inc. (the Fund's Admunsirator}t a company he was ~tal :in fomting in 199-0. and an 
officer and drrcctor of its affiliates, and the Chairman of the, Board of Winchester Global Trust Company 
Limited, a hcensed. Bermuda trust company formed m 1995. For more than two decades. he has been a 
director of various intematlonal investment companies. 

Raymond Momsen is a Chartered accountant and a Chartered F:i:mm,c'..a! Analyst and has,. smce 
July 1993. been an officer o!Olymp~ Capitll (Bennuda) Limited and of vs.nous intemat.iona1 investment 
companies. For three years pnor thereto. he was a senior accountant at Emst & Ymm& .Hanrilto~ 
Bermuda. 

Olympia Caplta.l Imemational, Ine. is the Administmtor and is located at Will1mns House. 20 
Reid s~ Hamilton, &nnuda. 

Subject to the 13yc-Laws of the Fund, the Fund shall indemnify its offic::rs and dircctoxs for 
fosses ('mcluding ~le legal fees) which the"/ may in.cm-in connection Wlth theper:fhr.mance or non
per:fommnce of their duties as db:ecrors of the Fund. provided the, pe:soo seeking me mdenmity actl:d in 
good :faith and i..-i a mmmer reasonably believed to be in.. or not opposed tn, the Ftmd~s best .in~ and 
that bis J.ctions did not involve fraud,. 'Wiilfu1 or reckless misconduct, bad faith or gross negligence_ Any 
such indemmficatlon payments would retluee the Fund~s assets. 

!v.IDL Capita.I Management, Inc. {the .. Investment Adviser'] 1s a bus.mess corporanon Which was 
in®rporated in Pennsylvania~ Tne equny of tlw Investment Adviser is owned by Mark D. Lay, Steven L. 
Sanders, Edward Arlatepe and Safeguard Scientific. Inc. rts offices are located at 225 Ross ~treet, 3rd 
Floor. Pittsburgh. Pennsylvania 15219. The T.nvestment Ad\llser1s books and records are maintained at 
tlus addless. The Investment Ad visa is responsible for :he management of the Fund~s portfolio and will 

- --- --~ -" - · - - , - provide-mvesrment-adVlce-to-the-Fu:nd-m:id-arrange-for exccurion-otthe-Fund~s-portrblio...tnmsact10ns~ ~------~ 

Th-e Investment AdVlSer is a registert::i mvesr:n:mt arlVJser under the Advisers A.ct and is a 
"Qualified Prof~sional Asset Manager" as denned m U.S. Department of Labor prohibited transacuon 
dass e-..emprfon 84-14. The !nvestment Adviser is applying to become licensed as a commodity pool 
operator with the CFTC:. 

MDL Advisers. Inc.. :1 wholly-owned SUOS1diary of !he Investment .A .. dviser e'MDL~'), ts the 
iavesunent adviser !O "the ?ADL Broad :Market Fix~ Income Fund. :i mutual ftmd registered under the 
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fn'-'"eStment Company Act and estahllshed in 2001 (the uAffiliate Fund}. In 2001J the Affiliate Ftmd 
acqrfred a!J oftl1e assem of the AdVJSors · Inner Cirele .MDL Broad Market fuml. areg:stered mutual fund 
estabhshed by another 3fi'iliate of the Investment Advtser m 1987 MDL ArlVls~ Irie. was also the 
investment adviser to MDL Large Cap Growth Equity Fund (the '~quity Fund"), a registen:d mutual 
fund that was closed ar.d llqmdated m March 2002 in order to permit the Investment Advisu and its 
affiliates to concentrate exclusively on fixed4 income products. The investment objectives of the Affiliate 
Fund are sm:rilar or idenncal to th<lSe of the Flmd. See ''CONFLICTS OF INT.ER.EST." 

lYir. Mark D Lliy1 M'.r. Steven l. Sanders and Mr Edward Adittepe) principals of the Investment 
Adviser, will have direct and primary respOOSloility fur all investment decisions of the Fund. 

Made D. Lay~ age 39, Chmrnmn of the Board arid Chief Execunve Officer of the Investment 
AdVIser, received his Bachelor of Arts in Economics fmm Columbia University in 1985. From 1984 to 
1989~ Mr. Lly was with Citicotp Investment Bank and among other positrons served as a vice president 
in foreign. exchange trading responsible for hedging portfolios usmg government bonds, futures and 
commodities. From September 1989 to July 1992. he was with Dem Witter Rcynol~. Inc. as an 
in\leStment account executive. 1n 1993, Mr Lay fmmded the pr~or to MDL Capfta1 Management, 
me. and has been its princtpal slmreholder and Cbairmm of the Board since that tune. 

Ste-ven L. Sanden, age 43, President of the Investment Adviser. has been a principal since 
inception of the finn. He has co-managed MDL's Equity Fund since l'ts inception.. Prior to jommg tJ-te 
Investment Adviser. he served as president and CEO of his investment 3dvisory firm. Sanders Financial 
.Mr. Sanders received his Bachelor of Arts in Business Adtmn.istra1ioo degree from Howard University in 
1982. 

Edwal'd Adarepe., age 43, has served as Clneflnvestment Officer of tile lnvestmtn.t Advtser and 
its predecessors smce 1994. He has co-managed MDVs mutu.al funds {and then- predecessor funds) 
since their inception. Pnor to joining the Investment Adviser~ M':r. Adatepe served as a ~g diredor 
of RRZ Investment Management and prevrously se:::ved :tS a .fixed income portfolio manager with C.S. 
Mc..'Ue Invesf.ment Adviso!s. Mr. Adatepe bas a Bachelor of Science degree from Allegheny College 
and a Ma.mm m Business Adtnm:istration from Camcgic..,.\1cllon Uni~ty. -

The Admin.tstrator 

_The Fund bas app<>inted Olympia Captml International, Inc. as Adminimator of the Ftm.d under 
an Agency~ Am:mnistratian and Indemnification Agreement (the '* Admimstration Agreement'}. T.ae 
Administrator will ped'onn various administrative semees for the Fund. including the supervision of 
share usuance and redemptlon services, f'.II!d will calculate the Fund~ s Net A.tmet Value and the Net Asset 
Value per Share on a monthly basis. Cash from subscnptions and for redempnons will be held in one or 
more accounts at an affiliate of the Administrator. 

The Admimstr.rtfon Agree:nent prcvicles that the Admiru.strator and its employees and affiliates 
· ···shall t3ltbe liabftrnnhe·rund or·iis-Slmeholders fon.ttyerror Ofjudgment nrmistl?.k'.e of1aw:9I"i"or my· · 

loss suffered by the Fund or its Shareholders m -connection with its services in the absence of bad faith. 
gross negligence, w!llfu1 or reckless misconduct:, bad tsim or grnss negligence in the pedo.mumce of their 
dunes under the Agreement The Adnu.mstration Agreement cootaw.s :provisions for the indann:fficatton 
of the Admimsfrator, its employees 3lld affiliares by the Fund !'!gain.st liabilities to third parties arising in 
connection with the paf"or:rrumce of its se:vic:s. except in the case of vn.llfu1 or reckless rmsc&iCiuct. bad 
faith ar 3fOSS negligence in the pedbnr.a.nce of thor duties undc:- the Agreement. The Admimstranon 
.::\.greement :.tlso contains provisions for the indemnification of the Admmimator nnd tts empioyees and 
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affiliates by the Investment Adviser m certain circumstances. The Admmistranon Agreement may be 
tgrminatcdhy either party upon 60 days 1 prior wntten nobce to the other party. 

See "FEES AND E..1:PENSES0 herem for a. descnption of the fees payable to the Admimstrator 
pursuant to the Admmistrnnve Services Agreement. 

The Registrar and Tr.wfer Agent 

The Fund has appomted Winch:ster Fiduciary Services Limited, located in Hamilton, Bermuda 
as Registrar md Transfer Agent under a Reglstrn.r and Transfer Agent Agreement. The Registrar and 
Transfer Agent is wholly owned by Winchester Global Trost Company Limited, an affiliate of the 
Adrninlstmtor. 

The Registrar and Transfer Agent is responmble far,. among other ~: (i) mamtaining the 
register of Shareholders of the Fund and generally ped<mning all actzons related to the issuance and 
t:rn:nsfer of Shares. (ii) performing all acts related to me redempbon and/or purchase of the Shares; 
(iii) maintaming a record of dividends decla~ if my~ and divldends paid; (iv) on behalf of the Fund, 
dealing with and replying to all correspondence nnd other communications addressed to the Fund in 
relation to the transfer of Shares; and (v) perl"orming ail other i.ocidental services necesnry t.o its duties 
under the Registrar and Tr.msfer Agent Agreement. 

The Registration and Transfer Agent Agreement contains exculpation and indemnification 
provisions identical to thooe set forth in the Administration Agreement 

See "FEES AND :EXPENSES* herein for a description of the fe.'-...s payable to the Rcg.istrar and 
TnmsfcrAgcnt -

Custod.b:m and Prime .Broker 

The Fund has engaged Credit Suisse First Boston Car;mrati~ a Massachusetts <;orponrtfon., 
locaw:i in -New York, New York. to serre as Cnstodian of the Fund's assets and as the Fund's prime 
broker under n customer agreement (the '*C\lstody Agreement. The Custoc.Ww will assist the 
Administrator, hgistrar and Tnmsfer Agent and the Fund by provuting bankmg and wire transfer 
services Fund investmmts not held in brokerage accounm and cash from suhsarptions and for 
redemptions will be held in one or more accuunts at the Custodian. The Fund will also use the 
Custodian's clearing and mtling facilities for tmdes of the Fund's securities. 

The Purpose Tm.st 

On January 6, 2003, Messrs. Lay. Sandm and Adatepe conveyed all of the issued and 
outstanding Management Shares to the .MDL Active Duration Purpose T:rust (the "Purpose TroStj. The 
Purpose Trust,, an entity unrelated erther to the' Investment Adviser or the Acimmistrator, was formed on 

--.----- · --------Dece:mbct-13-;-2002;"to-hnldihe~hares;-whn:lrconstituteall-of L!levr.mng st0clr6ltlieFunO::-· ·- - # ~ ~ 

Harringron Trust Limited. a Bem:wda company, is the sole trustee of th= Purpose Trust. The ienemI 
purposes of the Trust are to hold the :Man3ge:ment Shares and cxerclse its rights a,s sha:rehoiler of the 
Fund :md to support the Ou.sines& activities of the Fund. AU mcome and cap1tal 0£ the Trust !l?'C to be 
applied in furthermce of the Trust purp~ fur the benefit of the Fund. Upon tcnrination of the Trust, 
any remaining ~sets of me Trust not applied for Fund purposes will be d.L¢fnbuted for dmrimble. 
purposes by the Trustee. Wmsmn Lowe, Esq. haS been appomted "Enforccrn of the Trust. Mr. Lowe is a 
shareholder of the Jaw firm of Buchanan Ingersoll. 1835 Market Stret, 14th Floor? Phtlad:Jpfua. PA 
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19103. The Enforcer has the power to appoint and remove trustees, to clmnge the law applicable to or 
______ th~ situs of th: Trust and to ¥Ply for amendments to the Trust. -

c 
DESCRIPTION OF TBE ADVISORY AGREEIVIENT 

The Fund has entered into an Advisory Agreement with the Investment Adviser. The Advisory 
Agreement proVides that the Jnvestm.ent Adviser shall have broad discretion to direct and manage the 
Fund~s investments. Subject to the approval of the Di.rcctots, the Investment Adviser may allocate all or 
a portion of the Fund's assets to the Master Fund, although it is not reqtttted to do so. The compensation 
tm:ns are set forth in ~ to the Fund." The Investment Adviser may elect in its sole discreti~ to 
defer payment of all or a pomon of its Management Fee and Incentive Fees for a period of up to 10 years 
from the date payment is due. The Advisory Agreement also provides that the Fund wtll indemnify the 
Invest.melrt Adviser and m officea, employees and controlling persons from mrf liabilities, dama~ 
costs or expenses relatmg to the. business or activitles undertaken on behalf of the Fund, provided that 
such conduct does not constitute fraud. gross uegligencet bad faith, vn1lii.d .rmseonduct, a wilUW matr:rW 
breach of the Advisory Agreement ar willful violation of atrf material law~ and provided that such 
indemmficaticm obligation shall not apply to any liabilities, costs or expenses imposed on the Investment 
Adviser or itS affiliates uiider the Securities Act (to the extent such indc:amification would be contn'U'y to 
public poltcy) or under ERISA. The Advisory Agreement fUrther provides that 1he indemnified parties 
shall nQt be liable to the Fund m connection with ~ts services in the absente of fraud. willful defaul~ bail 
faith, gross negligence or reckless disregard of its obligations or duties UDder the agreement. 

In the Advisoly Agreement; the Investment Adviser represents and acknowledg~ among other 
thin~ that (a) the Investment Adviser is a registered mvestment 3dviser,. {b}that it is a fiduciary under 
ElUSA mth respect to E.R.ISA plan$ investing in the Fun(4 (c) that lt is a ~ed Professional Asset 
Manager," (d) that it bas complied and will continue to ccmpfy with applicable govemmcnml regulations 
and (e) mat tt will not cause the Company to enter mto my "protubited trmsad:ion"" uru:ier Im.ISA. Either 
part'J IDaY ter:minate the .Advlsoey Agreement on 90 days' prior w:ritt=n notice 10 the othct.: '"Part:Y. 

CONFLICTS OF 1N'1"XREST 

TheFund"s Directors and the Investment Adviser and its prmcipals m;e cummtly and m.ayin the 
future be subject to certain actual and potent:utl conflicts of interest, inclwiing the following: 

The Tnvestment AdVlSer and its affiliates render advice to investment clients and funds other than 
the Fund and may have firumcfal and other incentives to favor certain of such clients and funds over the 
Fund. 

An affiliate of the Investment Adviser is an 3.Cti'!e investment tidviser that mmmges the Affiliate 
Fun~ a mutual fund with investment objectives similar or 1rlcntical to those of the Fund. In addition. the 

• -- -- • ,u - -I.nvestment--Adviser""al!cl-lts--affiltates·-nm:rin 1:!11nnttrrC·~neor mnre otlfer entitl'CS-W!m _____ _ 
Investment ob3ectives siml1ar or· identical to those of the Fund. Under the In.veShnent Adviscry 
Agreement, the !nvestlllent Adviser will be reqwred to devote only such time and ... attention ~ the 
a.en vi ties of the Fund as may be required 'fur tile effiClent conduct tbere~f. -

Tn.e compensation paytible to the investment Adviser by the Ftmd bas not been negotiated at 
arm's length. ' 
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The Investment Adviser and 1ts affiliates may engage in a broad range of investmen~ investment 
advisory and other activities. The Investment Adviser and its affiliates will ~~!ide ad~_!~~ces f0£ __ 

C-=------,tli=-A1fillate FUfui and other managed accounts. As a result, the Fund, the A.ffi1mte Fund and such ether 
~ managed accounts and clients may frequently purchase or sell the same securfu~ and there may be 

conflicts of interest among the Fund, the Affiliate Fund and such other managed accomits vnth respect ~ 

'· 

for ex.amp!~ the allocation of mvestmem opportunities and purchases and sales of s~curities ·in 
cmmeeti.on with particular investment situations. With respect to all client accounts over which they 
maintam contro~ the Investment Adviser and its affiliates will resolve all conflicts of interest in good 
faith and on a fair md equitable basis. Investment opportumties and the purchases or sales of secrunnes 
generally wiU be allocated to the Fund, the Affiliate Fund and the other managed accounts in proportion 
to the cap1tal wmch the Fmd, the Affiliate Frind and the otm:r managed accounts respectively make 
amlable for each investment situan~ taking into ccnsidernnan the differing investment objecti~ 
cash availability. and other portfolio restrictums of the Flllld, the Affiliate Fund and the other managed 
accounts. 

The Investment Advtser, its affiliates md thetr ~ve principals may invest and trade for 
their own account in securities and derivatives similar to those acquired by the Fund and the Master Fund 
for their own aceotmts* Tne records of such trading will not be ma.de available to Shareholders. 

The Investment Adviser will not have any obligation to engage in my transaction or investment 
fw the Fund or to recommend any transaction to the FU'Jld that the Investment Adviser ~ engage m for 
its O"Wll account or the accmmt of any clients except as .required by applicable law. -

Nothing precludes transactions between the Fund and any affiliate af the Investment Adviser 
acting in and for it3 own account, provided that the Investment Adviser det.Cnnmes, at the time of 
requesting such semcu, that such services are in the best interests of the Ftmd, and furthet' provided that 
the rate of compensation ID be paid for any such service shall be Te:aSOnable as compared to the amount 
pa:td fur such similar services in arm's length 1l'lmsaetions between unrelated parties. In any event, tbc 
!nvestm.ent AdVl!ler win not cause the Fund to retrun affiliates of the Investment Adviser to provide 
services to the Fund under circumstances :hat would Vlolate ERISA.. 

The Purpose ~ the holder of the Management Shares (whlch carry the votmg rights of the 
Fund)~ is the principal shareholder o~ and acquired the Management Slmres from Mems. Lay. Sa:ndem 
md Adatepc on Jamwy{i. 200:3. The Directors were initially selected by Messrs. Lay, Sanders md 
Adatepe when they were the owners of the Management Shares ~ accordingly, may have m incentive 
to Wm actions whlch benefit the Jnvestm.crt Ad.vlser. The mdepc:ndent trustee of the Purpose Trust is 
required to act m certain matters relating to the voting of the M!magement Shares m accordance with 
directicms from the Enforcer pursuant to the Trust Agreement Tne Enforeer of the Trust 1s Winston 
Lowe, &Q. of the law fum of Buclmnan lngex:soll, which represents the Investment Adviser and its 
affiliates on various legal mattezs. 

The Directors. the Investment Adviser and the Admimstrator Im)' :from time to time act: as 
H --- • direcmrs-,-tn.rdinglulvioors·ormimim~m:rclfilion1o or atlierwise be mvotved Wltll Ottlf.'.T compames. 

esta.biished by pames other than the Fund "»hich hn:~ simllnt objectives. In such event shouk! a conflict 
of interest arise. the Directors will endeavor ro ensure rhat jt is resolved fairly. 

RISK FACTORS 

There is !ugh ns.k assocm.ted with an investtr..ent in the ?'und and :m mvestment in the Fund 
should only be im.de ll.J.i:er consultation v11th mdepcndent qualified sources of :nvestment :mrl ta."t advice., 
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the pom"bility e.'cists that the Fund would bear the burden of an increased share of the MaStc:r Fund1s 
!*f~· ~-~, iB1-tefs ;!im largtrf ~stmm:ts ~ a~ may ea~·ate t:Be staaller i!P~stm=s te 
their detnment (See "SPECIAL lNFOR.MATION ON raE ~LASTER FUND/FEEDER FUND 
INVEST.MENr STRUCIURE. '1 

Counterpart)! Risk. The Fund is subject tn the risk of the failure or default of any countecparty to 
the Fund's transactions. If there is a failure or default by the counterparty to such a transaction. the Fund 
will have ~ntractual remedies punuant to the agreements related to the l:nm5actmn. The Fund seeks to 
min:imize the Fund's counte.tparty risk through the seleetion of financial mstitutions and types of 
transactions employed. However, the Fu.nd~s currency hedging transactions and other operational 
mechamsms designed to match t.he Fund's maturity requirements to cash flow may mvolve counterparty 
and otherrisk elements tbnt may create unforeseen exposures. 

Nalure of Certain lmestments. Thtre is no limitation on the size or operating experience of the 
companies m wlnch the Fund may invest, provided that such sectmties bave a Standard & Poor•s ta.ting 
of B or better. Some small compa:mes in which the Fund may invest may lack: management depth or the 
ability t.o gencmte intcnmny or obtain externally the funds necessary for growth. Companies wilh new 
products or services could susmm sigmficant losses if projected mazkets do not ~. Further, 
such eompmries may have, or may develop, only a regional mark.?:t for products or services and n:iay be 
adversely affected by purely local events. Such compmries may be im:ia1l fact.ors in their industries and 
may face inmnse competition from larger companies and entail a greater nsk than investment in larger 
oompames. 

Risla of Specral Techniques tlseti hy the In.vestment Adviser. The Fund may mYest using special 
investment teclmiqtlf!S that may subje..."t the Fund"s inYeStments to certam risks. C~ but not all, of 
these techniques md the risks that they C11tW are summarized below. The Fund, in any event. is not 
d~gncd to coxrelate to the broad bond ~ and should not be viewed as a substlum: for cm:wcntional 
fixed ineome invemments. 

Inyestmenttr in FtXerl-Income Sec-.nities Gcneral1v. The prices of the Fund's fixed:. 
income securit:lC$ respond to e:conc:mic developments, parttcul:uiy mterest rate changes, as well 
as to perceptions about the creditwon.b.iness of individual tSSUt!l'S, including govemmc:nts. 
Generally. the Fund's :fixed- inromc seennties will ~in value if interest rates rise and vice 
versa. and the volablity of lower-rated secumies is even greater than that of rugher-mted 
secunties.. Also, longer~letm securities are generally more voJanl~ so the average maturity or 
durntion of these secunties affects nsk. 

Although the Fund>s U.S. government securrties are considered to be among the safest 
investments. they are not gu6rmmed against price movements due to ehangjng in.iciest rates. 
Obligations issued by some U.S. government agencies are backed by the U.S. Treasury, while 
otht:rs are backed solely by the ability of the agency to borrow from the U,.S. Treasury or by the 
agenc;Ts own resources.. 

The Fund is also subject to me nsk that iu in~stme:nt approach, which focuses on a 
broad range of fixed mcome inm'uments, !l'l2Y perform differently than other funds whlch target 
specific segments of the fixed-income market or mvest in ot!u::r asset classes. 

ltisks of Leverage. Borr-0wmg money tu pt.m:hase securities may provide the Investment 
Adviser with the opportunity for greater capital appreciation and to extend or shorten the average 
duration of the funcPs porttbiio but_ at the same time, will increase the Fund*s ex'P?sure to 
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capital nsk and higher current expenses. The use of leverage clso increases the volatility of the 

(,..~---~-.......,.F ..... un ...... d_f..._s .... p..;.;.ortfi..,..;;_;;oo1'=fojiy ~fying both increases and declines in the value of the Fund's assets. 

Up to 1.SO% of the Fund's assets, at the time of investment~ may be leveraged (le., tl::e 
combined value ofbonowings and short positions). If the Fund~s assets decline m value or there 

( . 

---•s 

are sigmficant redemptions from the Fund; the Fund may be required to post additional collateral 
wtth the lender at hquidate assets to pay off its borrowings. Moreover~ if the assets under 
management are not sufficient to pay the principal of and interest ou the debt when d~ the Fund 
could sustain a total loss of its investment. -

Investments in Mqrtg;age-Backed Seeuritlcs. Mortgages underlying mortgage..flacked 
securities may be paid off early, particularly :in penods when interest rates are low. which makes 
it difficult to determine the actual maturity of such secuoties and therefore to calculate how they 
wtll respond to changes in interest rates. The Fund may have to remvest prepaid amounts of 
lower interm rates.. The risk of prepayment is an additional' risk of mortgage-backed securities. 

Short Selling. The Fund may sell securities of an issuer slurt If the price of the issuer~s 
securities deeline!4 -the Investment AdVJser may then rover the short position wrth securities: 
purchased in the marlcet The profit realized on a short sale will be the difference between the 
pnce received in the sale and the cost of the secunbes purelmed to cover the sale. 

The poosibie losses from selling short a security differ from losses that could be incurred 
frmn a cash iavcst:mc:it in the security; the funner may be unlimited, whc:reu the latter can only 
equal the total amount of the cash mvestment. Short selling activities are also subject to 

· restricttons imposed by the various national and regional securities exchanges., which restrictions 
could linrit the Um:st:m.cnt ru::fivrl:les of the Investment Adviser. 

. Rim of Omfons Trading. !n seeking to enlnulce performanee or hedge assets. ttie 
Jnvcstml::lt Advls:cr may purchase and sell call and put options on· both securities ttnd securities 
iruieXes. A secmrties index measures the movement of a certain group of secu:riues by ussigmng 
relative valu= to tile' securities included m the inde:t. 

Both the purchasing and the selling of call and put opttons cantain risks. Although an 
option buyer's risk is limned to the amount of the pun:hase pnce of the optlon, an investment in 
m optlon may be subject to greater fluctuation than an inwstment in the underlymg securibes. 
In theory, the exposure to loss is potentially unlimtted in the ~ of an i.mcovered call wnter 
(i.e.., a call writer who does not have and maintain during the tenn of the call an equivalent long 
positlon m the stock or other secunty lltlderlying the call), but in practice the loss is limned by 
the term of existence of the call. The risk for a writer of an uncovered put option (i.e.~ a put 
option wntten by a wntcr that does oot have and mamtain an offsettutg short posit.um in the 
unaedying stock or other security) is that the price of the underlying secunty may fall below the 
exercise pnce. 

The effectiveness of pt.:rehasiz:g or selling securities mdex options as a' hedging 
te!:lmique will depend up<1n the extent to which price movements i'n assets that 3l'e hedged 
correiate w:tth pnce movements of the index selected. BeQUSe the value of an in~ option 
depmds upon movement in the ieve! of the index rather tlmn the prfo,e of a particular security1 

whether a gain or loss, wm be realized from the purchase or writing of options on an index 
depends upon movements in the level of pnces in the Sl!Cllrlties market genemlly7 ~ther than 
movements in the price cf a p&'1icular security. Successful use of options on indexes will depend 
upon the abtlity of th~ Invesnnent Adviser to predict corn:c~y movements b the direction of the 

CONF:DENTIAL TREATMENT 

P000725 

P000725 

 

Exhibit 44
Page 26 of 47



' 

market generally. This ab1lity requirts skills and techruques different from those used in 

C 
_____ __.,~cting changes in the price of individual securities. ~~- _ 

Risks of Futi~ Trading. Upon licensing of the Investment Adviser by the CFTC as a 

( . 

CPO and satisfaction of certain other conditons, the Ftrnd may acquire commodities fuOJreS 
contru:rs and options on futures contracts. 

futures oomracts and options thereoo are highly vcla.tile. Price movements of financial 
and inrerest rntc futures md optfons thereon are in:flueJleed by a wide variety of facul~ 
inch.uung* among other things, government, trade, fiscal~ monetary and exclmnge prog:rnms md 
poliet~* naaonal and international political and economic events and changes in mte:rest :rates~ 

When futures contracts are traded on Uruted States ~ both buyer and se1ter are 
required to post margins with the broker handling their trades as security for the pedor.maru;e of 
their purchase and sale undertakings and to omet losses in their tnuies due to daily £lnctuations 
in the markets. The low lllllTgin deposits typically required m futures trading (typically between 
2% and 15% of the value of the futures contracts} permit an extremely high degree ofl~ge~ 
At:amiingly, a relatively small change in interest rates or the price of a ccmmodity can produce a 
~onately large profit or toss. winch can exceed substantially more than the illitial 
margin an a trade. Th.e In~t Adviser intends to limit the Fund•s initial margin and option 
deposits in cannertion with such futures ~cts to not more than 10% of the Fund •s assets. 1 

Successful use of futuRs by the I.nvesr:ment Adviser is also subject to the Investment 
Adviser's ability to predict correctly movements in the direction of inte:est rates and other 
relevant financial ma.rhts. and to tM e:xtent a ttm.saction is catered into !or hedging~. to 
asamm the appropriate comlabtm between the ~ being hedged and the price 
movements of file fumres cantraet. 

Svviro AgrcementS. The Fund lnfi.Y enu:r into interest raie, in<i=. or <:unau:::frate swap 
agreements in an attempt to hedge again.st changes in interest or currency rates or index values 
exceeding minimum or maximum vnlues. Most swap agreemems eme:red into by the Fund would 
calculate the obligation of the parties on a ~, basis.. Consequmtly, the Fund~s obligations or 
rights on a swap agreement, and the risk of loss, would be limited only to the net amount to be 
paid or receJVed based on the :relative values of tho positions held by eacltpany. 

Portfolio Tu:rnoyer. Because the hrvestment Adviser will make changes whenever 
~:t in its opinion, to t1ke advantage of antictpBted movements in the U.S~ Treuury yield 
curve and/or inter-sector spread relationships, it is anticipated that the Fund.ts portfolio will have 
a high turnover rate. Turnover of the Fund's portfolio may involve the payment by the Fund of 
dealer spreads a:r underwriting com.missions. and other transaction costs,. en the sale of s=urities. 
as wen as on tr.e reinvestment of the proceeds !n other securities. The greater the portfolio 
turnover. the grearer the transaction tosb m the Fund wfm:h will reduce !he F~d"s.;otaj_~ 

...,vN-....... AA".Y- .... ~ ,_. ......... - ,,__. ~ ...,..,.,,,,,,... .,,_., ~~-----... ~ """"""""""' __,..,. ... ._.,._ 

Lack of Dtve:mficatfQn. Tae Fund's jOrtfo!io may not be diversified among sectcrs. 
industries. geographic are:u. duration or types of securities. In addition, 1be Fund~.a portfolio 
may not be diversified among a wide range of issuers. Acconilng!y, the Fun<r s p<lrttolio may !:ie 
subject to 3 more rapid change in value than would otherwise be the case tt the Fund were 
required to maintain a witle divctSi.ficat.lon ofits in../estments. -

Acquisition gf flliouid Securitie~t Fund investments may include s1gnificant amounts of 
debt s~Jnties anrl other financtai instnunenrs for winch !lo market or only a limited mar:ket 
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e:tists {and which may even be restrict.ed as to transferability under federal or state securines 
laws),. and the disDos1tion of such investments in the event of an unsuccessful outcome mfry be 

· possible only at substantial discounts from therr purchase price or intnnsic business Yaiue. The 
Fund's holding ofilliqu1d securities may adversely affect tbe ability of Shareholders to receive 
redemption proceeds. 

Incentive Fee Am:utgements. The Investment Adviser could receive substantial compensation if 
it generat.es increases m Net Asset Value above the Hurdle for the Shareholders. Such compensation may 
provide an incentive for the Investment Adviser to effect larger and more risky transactions than would 
be the C3Se in the absence of such a:r:rangcments. The Investment Adviser does not expect to modify ar 
tldjust its iavestment methodology irony way aS a result of such incentive. The Investment Adviser may 
reeelve compensation with respect to unrealized appreciation of Fund assets as well as with respect to 
realized gains. . 

Advisers Ad Prohibition. Section 205(aXl) of the Advise.rs Act prohibits investment advisers, 
mtless exempted from regwtering as an investment adviser under the Advisers ~ from providing 
in'vestment advice for compensation "on the basis of a share of capital gains ttpon or capital .appreciation 
of _the funds or any poroon of the funds of [a] client." The Investment Adviser will provide investment 
advice to the Fund and will be compcnsared, in party upon a share of the capital gains of the Fund. 

In order-to prevent a possible violation of Seotion 2QS(a)(l) of the Advisers Act, the Fund will 
seek to comply with .Rule 205-3 (the 0 Rulej under the Advisers Act, which permits anjnvest:mei.tt 
adviser to collect fees on a eaprtal gains basis if such advice is provided solely to "qualified clients"' as 
defined under the Rule. Since all Investors must be •*Quahfied Purchasers'> in order to invest in the Fund 
and a Qualified Purchaser also satisfies the criteria for a Qualified Client. the Fund will be 1n compliance 
with the Rule. 

The intended purpose behind the Advisers Act prohibition of SUGh fee arrangements with clients 
(unless the client is a '"qu:alliied client'? is the belief that thls type of perl"onnance fee ax:rangement may 
create an incentive for the Investment Adviser to !1U1k.e investments th:it are riskier ar more speculative 
than would be the ease in the absence of a perlom:iance fee. -

Ncn-P..lhlic lnformazi.cn. From time to tune, the Investment Arivlser may come into possession 
of material non--pu.bUc infonnation regarding a potential investment that limits the Investment Adviser,s 
flexibility in buying and selling Fund investments.. The Fund" s investment tlexfbl1ity may be constrained 
as a consequence of the I:mrestmentAdviser's inabllityto use such mfonna:tion for investment purposes. 

Braker-Dealers., All ard~ for the purchase or sa_le ofFund investments will be placed on behalf 
of the Fund by the Investment Adviser. The Investment AdVlser may negotiate the purchase of 
investments directly w:ith the sellers or may ub1ize broker-dealers to e.'teCUte transactions. In selecting 
broker-<iealezs, subject to applicabie linntations of the federal securines Jaws, the ~ent Adviser 
will consider such factors as size and type of the transaction. the nature and ~..er of the _mgrlq::~ -19! 

· ·the·secnriry,-the'-quaiity-of·ilie aecuborianii settlement services,· the -financial condition of the broker-
deaie:r firm and the reasonaiJleness of any comnrissicms. -

The Fund may execute portfolio transa<;tions with broker-<ieclers who provide rese:m.:h 3lldior 
execution services tO the fund and/or other aecolltlts over which the Investment Adviser « its affiliates 
exercise investment discretion. The selechon of such broker-dealer.:; generally is made by the Investment 
Adviser based upon the quality of such research and/or execution services. In a:ny case where the Fund is 
to pay !ngher conmuSSlons in recognition of zuch research and/or executfon services~ the Investment 
Adviser must detenmne in good faith that such comrrussions are reasonaiJle in relation to the vaf ue of the 
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ov@ ~onSlfulitles to the Fund ants oilier chents, 

Custodial Risks of Brolcer1Dealers. Vanous broker/dealers will trade with the relevant exchange 
as a principal on behalf of the Fun!L in a "debtor-creditor' relationship. unlike other clearmg broker 
relationships where the broker is merely a facihrator of the tra.nsru:tion. Such broker could, thcrdore. 
have title to ecrtain assets of the Fnrui (for example, the transactions which the broker has entered into on 
behalf of the Fund as principal as well as the margin payments which the Fund provides}. In the event of 
such brokers insolvency. the transactions which the broker has entered into as principal could therefore 
default and sueh :issets of the Fund could become part of the insolvent btoker1 s estate. to the detliment of 
the Fund. 

Early Term:itumon. In the event of the early termination of the Fund, the Fund would i.mYe to 
c&tnlmte to the Sbamholders their pro rata interest in the assets of the Fund. Such an early termination 
would ha11e the effect of accelerating the unamomzed portion of any argrum:ational fees, thereby 
decreasing amounts otherwise available for distn'butfon. Certam assets held by the Fund may be illiquid 
and might have little or no marketable vale- rt is posmble that at the time of such sale or distributi()l\ 
certain seeurities heid by the Fund would be worth less than the initial cost of such securities, resulting in 
a loss to Shareholders. 

Effect af Substtmtial Witlu:irawals. Substantial withdrawals by Shareholders within a. shokt 
pcnq_cl qf tune .could require the Investment Adviser to liquidate pos1tloiis mere ~dly than would 
otherwise be desmible~ wlu.ch could adversely affect the value of the Fund's assets. The resulting 
reduction in the Fund's assets could make rt more difficult to generate a posltive rate of retuni or to 
recoup losses due to a redtn:ed eqwty hue. 

.Regulation.. The Fund is not re~ as m investment company under the Investment 
Company Act (or any similar state laws). Registered mvestment companies are subject ro ~ 
regulation.. .fnvestOXSt therefore. will not be accorded the protective measures provided by such 
legisl.ation. The Fund is ~ed by Bermuda law. Under Bermuda law, the Directors' principal duty lS 

to act in the best interests of the Ccmpmy. Shareholders may therefore not have the same statutory 
Protection or remedies available t:mder the taws of other Jtll"lSdictions. 

Changes m Regulatory ~ents. The Fund's investmems, wt11 be subject to various 
FederaL state and local regulatory requirements. Failure to comply with these requirements could result 
in the impos:itlon of fines by governmental authorities ot awards of damages to pnvate litigmt:S. Further. 
the Securities and Exchange Commission (0 SEC) recently announced that 1t has eommenced a review of 
"hedge funds." {i.e., unregistered and unregulated investment ennties like the Fund) to dcrennine if it is 
necessary to en.h;mce regulation of such entities for investor proteetion purposes. In the event that new 
regulations ate adopted that require registration and/or impose other regulatory requirements under the 
secunties laws fur hedge funds, there c.an be no assurance that the Fund's operations would not be 
materially affected, in the form of in~~ ~csts and.other regulawry-requirements that-could affecrthe 

~ -. - -- -· - · -potenrmt-rm.ttii ·ro miistornm the Fund. There can be no assurance that these requirements will not 
require significant unanticipated expenditures ~the FUDd. 

~· 

Conflicts of Interest~ Tne Fund is subject: to conflicts ofintercst. See uco:nflfott of!nterest. n 

Reserve for Contingent L1ab1lities Under certam ~~..stances~ the Board of Dire~"°1'S may find 
it neeessary to establish a rese-rve for contingent liabilihes or withhold a portion of the Shareholder's 
settlement proceeds at tiie time of redemption, in wlnch case, the reserved portion would remam at the 
risk of the Fund's activities.. 
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Risk of Litigation. The Fund may accumulate substantial positions in the securities of a specific 

cmttpmy. Sometimes the !nvesnr.ent:'\dviser may en,gge in a proxy fight. b~porne involve~- . 
or a~t to gain control of a company. Under such CU'CtmlSUlllCeS~ the Fund may be named as a 
defend.ant in a lawsw.t or regulatory action a."ld be subject to the co.sts 1.~olved. 

Lack of Jndiqiendent Expert.s Representmg fftW!.S!ors. The Fund and the Investnent Adviser have 
es-l:h consulted with counsel1 accou.trnmts md other experts regarding the formation and terms of the 
Fund and the AdVlSary Agreement. The investors, however, have not been represented by such 
Independent experts. E.aclt prospective investor should consult his own legal, bu and fmancial advisers 
reguding the desirabilit'/ of purchasing Shares and the suitability of an investment in the Ftmd. Foley & 
Latdner and Appleby, Spurling & Kempe are U.S. and Bermuda counsel to the Fund, respectively, and 
do not represent the prospective investors or Sbareholders of the Fund. 

l.ack of Voting .Rights. The Shares bemg offered participate in the profits and losses al the Fund 
but de not carry vuting rigbts except under very limited crreumstanees. 'See "Stattttory and General 
.Information ... 

Limited Ability to Liquidai.e lnvutment in Slu:tres.. There is no public maricet for the transfer of 
Shares. A Shareholder may require the Fund tn rt'dl:em all or my whole number of its Shares as of the 
close of business on any Valuation Date at their Net Asset Value., However, the right to obtain payment 
an redemption is cantingent upon the receipt by the Fund of 15 Business Days• written notice, and the 
Redemption Price may differ significantly from the value of such ShaTes when redemption was 
requested. Requests for redemptions may not be withdrawn. The Fund may ~d my ar all of the 
~alculation of Net Asset Value, the calculation of Net Asset Value pa Share and redemptions in the 
circumstances set out~ "Redemptions and Tnmsfers-Tm.iporary Suspensions.~" The Fund may also 
temporarily suspend redemptions in c '"!er to effect an orderly liquidation of the Fu:rul1's assets necessary 
to eff= .redemptions. 

The foregoing list of risk factors does not purport to be a comp~ expla.natnm of the risks 
inYolved in an imre.stmem in the Ftmd. Potential UriestOJS should read this entire Memomndum before 
detennining whether to invest in the Fund and consult w:tth their own nmmcu.U and tax advisers. Potc:ltUU 
mvestors should also be aware that. if they decide to purchase Sban:s1 they wm have no role m the 
~t of the Fund, will not have any voting rights (except under very limited ~J. and 
will be required to rely on the expertise o( the Fun~~ s Directoni Dnd the Investment AdV!ser in dealing 
with the foregoing (and mher) nm 011 a day-to-day basis. 

THE SHARES ARE SPECULATIVE AND INVOLVE A HIGH DEGREE OF RJSK. THEY 
ARE SUITABLE ONLY FOR PERSONS WHO CAN AFFORD TO LOSE nmm. ENTIRE 
INVESTM..-~. SHA.R.EHOLDERS SHOO:t.D READ TI:IE MEMORANDUM AND ARTICLES OF 

. - --ASSOCIATION AS W'El&-.AS nm FtJNDlS-CONTRA.crs-wrra "SERVICE PROVIDERS Vl.EIC"i! 
AREREFERENCEDiN"STATUTCRYM"DG~INFOR.lv.tATION.'* 

DE'!'.ERMlNATION OF NET ASSET V AL:JE 

The Net Asset V~ilue of the Fund shall be its assets less its liablhbes~ determined in acconiance 
with United States generally at:cepteci accounting principles C'US GAAP"). e:tcept that the Fund may 
dcct to modify the trestme:nt of organmtianaJ costs and expenses to accommodate its practic3l needs, 
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including without lirrutatioo. by wncrtlzing such costs and e.~es ove: a period of up m 60 months. 
Tne Dlreeturs mav, in their abs¢lute dlscretion and where considered to he in the best.interests of the ..... 
Fun~ dcdde not to follow US GA.AP~ The Net Asset Value is calculated by the Adm.i.mstrator, on a 
quarterly basts. subject to the oven.ill supervision of the Dll'Cctors acting in good faith. The Net Asset 
Va1ue of the Fund shall be the value of its gross assets less its gross liabilities (excluding accrued 
Incentrre Fees) on any Valuatoo Date. The Net Asset Value Per Share as of any Valuation Day shall be 
the net asset value of tlwse assets and liabilities of the Fund which are properly a:ttn"hutable fu the Series 
of Shares of wiuch th.at Share forms a part. divided by the number of Shares of the Series outstam.ling on 
that day. 

(i) Secunties {other than options), listed or admitted to trading on a national 5efllrlties 
exchange shall be valued at the last closing pnce on the Valuation Date or the mean 
between the bid and ask prices on the principal securities market on which mch a 
security is traded on the nearest date preceding the Valuation Date on which a sale 
occurred if no such sale occur.red on the date or determination. In the case of 
securities traded on mnre than one national securities exchange. such price sball be 
as reported on the exchange wh~ such securities are listed ct ~ as the 
Adn:n:nimator may dd.e:rmine. 

f 

Se<rurities (other than options)~ traded in the over~tf».counterlllSl'.bt sluill be valued 
at the 0 c1osing price-" as ~ by the qunmtion syst.em cf such market as of the 
Valuation Daw or, if no such "closing price" is reported fur the date of 
deten:ninatioo, at the mean betwem the ~un'Clt "'bid"" and «asketr prices at the close 
of~ an tht Valu.atiou Date as reported by such quoW:ion system or~ if ne.rthe:r 
such ~closing p~'" nor such ""l:m:.r and ''asked"' pnees ate reported by such 
quotllticm ~for tb,e Valuation Daw._ subject to the Bye-la~ at such price as m 
independent valuation semee to be engaged by_ the ~ (the "Valustion 
Service1 demtmines to be the fair market value. 

(iii) Tue fair market ,wlue of secunties held short by the Fundr shall be caku!ated in the 
manner provided in paragr.Jph {i} for securities listed ar ad.mitred to trading on a • 

. natimal securities ~bange and in the mame.r provided in pat:agl':!ph {ii) for 
securities traded m the over-the..counrer n:tnrket. The fair market value of securities 
held short by titc Fund shall be treated as a'1iability of the Fumi 

(iv) Options listed on a mtioruil securities excllange shall be valued at the mean between 
the current *'bid" and .. asked" prices at the close of business on the Subscription 
Date as reported an the exchange where such options are principally traded, or, ii 
not avaiiahl~ M reported en any other exchange on which such opnons are liste(4 as 
se~d Py_ the Y aluatiotLSct'vice. . . . •. · ·• " - - · - --- -

(v) Shon term debt secunties with remainmg matunties of 60 days or less at the time of 
purchase are valued ;lt amortized cos-..; other shon: .. tmn securities are valued on a 
mark-to-market basis until such time as they reach a remaining marunty vf 60 days, 
whereupon thtty are valued using the amortized cost method, takmg as cost their 
market value an the 61sr day. 

{vi) Futures contracts or options traded on a United States exchttnge shall be based upon 
the settlement pnce on the exchange on whtch the pm-tieular futures contract or 

... _ ... .,.,.,,, 
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optian is customarily traded by the Fund. If a futures contract or option cannot be 
liquidated on a .Valuation Date1 such ib.tures con~_ or ootfon shiill be as~gned a 
value: by the Valuation Service as it shall demi to represent fair value. Generally, 
daily price limits or the operation of other rules of the :futures exchange on which 
the contract is :nmmally traded, shall be the settlement pnce on the first subsequent 
day on whlch tile contract can be liquidated. The liquid.atmg value of a futures> 
spot, forward or option contract not traded on a United States futures exchange shall 
be deren.nined by reference to policies estahlisherl by the Fund's Directors ftom 

· time to time. 

(vii) The Yalue or amount of any other assets or liabilities of the l>'und shall be as 
dclmmncd by the Valuation Service. 

Notwithstanding the foregoin~ if the Admin:1sttator shcutd deter.mine, after consulting vnth the 
Investment Adviser, that special circumstmces exist whereby the value of any asset nr liability of the 
Fund should be determined m a manner other than as set f artb. above,. the value of such asset_ or liability 
shall be determined by the Valuation Service. In all evt::n1sa the value of such asset or liability 
detemrined by the Valuation Service shall be conclusive and binding on all of the Shareholders and all 
parties claiming through or under them. 

1n no event and under no. c:itcm:ostmces shall the Adminimntor. the dfreetorn or officers of the 
Fund, the·Jnvestment Adviser, the Valuation Service or their respective agents and employee~ incur any 
individual liability or resparun'bility for any deten:ninatum made or other action tab:n or om:Jtted tn be 
taken by them so long as they act in good f.uth or as otherwise required by applicable law. 

Prospective i:cvestor.s should be aware that situations involving uncertainties as to the valuation 
of portfolio posrttons could have an adVI!!Se effect on the Net .Asset Value if judgments regarding 
appropriate valuations should prove inOOireet. Absent bad fu.ith or manifest error. Net Asset Value 
dctemunations axe conelnsrve and binding on all Shareholders. 

All acc:med dew and liabilities will he deducted from the value of the Fund's assets in 
detenninmg the FumPs Net Asset Value~ These debts and liabilities melude (a) fees otthe Investment 
AdVlSer that are ea:med but not yet~ (b) monthly amortization of organization com, if any, (c) any 
ttllowance for the F~d's estimated annual audit and legal fees and (d) any contingencies -for which 
reserves are 'determined ro be required. Net Asset V aluatians are expressed in U.S. Dollars and any items 
denominated in other cmrencies are translated at prcvaiUng exchange rates as determined by the 
Administrator in ibJ sole discretiont Wlth considerat.10n to any premium or discount it considers relevant 
and to costs of exchange. 

CHARGES TO THE FUND 

'~ mTiiCClinrgeswtO•tliCFUnd areset iortn-Gelow. rn-addiuon: my.extraordiiiary ~e-inc:Um:d by .. -~···~ 
the Fund will be paid by the Fund. The Fund, through its portfolio investments ma my mvesnnent m tile 
Master Fund, W'lll earn interest on substantially an of 1ts assetsr most of which will be in the form of 
ft-red income securities. Such interest income wtll ot!set some or all of the Fund's expenses. 
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AdVlsofy fee. --

Investment Adviser Incentive fee. 

Cu.stodian md Prime Broker Brokerage and e!ear.mce 
fees and mnrgm interest 

Administrator Mmnustrative fees. 

Others 

Directer ~ w Directors 
not a.ffiliated with the 
Investment Adviser. 

Legal, audit. organmhon 
and offering expenses and 
stock exchange listing 
apenses. 

C:ikulatton of Illvestment Adviser Compen.sation 

~ s:e "'"'caicU!aoon ·or rnvestm.mt ~QVJ.Ser ~ 
Compe::isatian" below. 

See "'Calculation of ~t Adviser 
Compensation" belOW". 

Portfolio fees per transaction based 
upon type of transaction. Minimum fee 
of $5,000 per month. Margin ftnrulC:ttlg 
rates based an 55 basis points over 
federal fund rates for U.S. Dollar 
balances. 

A percentage of month-end Net Asset 
Value at an mmual rate as follows (U.S. 
$3~000 per month minimum): 

NA V < $15 million ..20°~ 
NAV > S75 million .115% 
NAV>SlSOmillion .15% 

Sl,SOO i:o:itiai acceptsnce fee. $1 1500 
annual fee. 

As incur.red, provided orgnni:z.ation md 
offering expenses may be amortized by 
the I•und. 

The Ftmd will pay a management fee to the Investment Adviser equal to 1% per a.ru:mm of the 
Funt:Ps Nee As.!et ~ajue~J.me_~d P.Ceai;b. <:alenda:r.qu.arter •. The management fee is accruecf.monthly,in 

· ·~and paid as of the end of each calera:iar quarter. · 

The Fund also wm pay a quarterly Incentive Fee to the Investment Adviser equal to 200At of ·~Net 
Profit .. with respect to eaclt series of Shares. See "'SERIES OF SHAR.ES6 below. "Net Profit' Js defined 
as the excess of the Net Asset Value of a Series as of the end cf the quarter (after deduction of the 
Management Fee accrued for the quarter but excluding any deduction for Jncenttve Fees accrued on each 
Soies) less the sum of (i) the Net Asset Value of the Series as of the tim day of the quarter plus (ii) the 
amount of intereqt which would have been earned during the quarter if tl1e Fund's net assets had been 
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mvesied at a rate equal to the yield on the Lehman Government Credit Index for the quartu (the 
l•Hurdle1j, adjusted to reflect subscnptions and redemptions with respect to such. period. -v ... - ... .. "' ....... _.,.,. 

Incentive Fees are based only on the portion of the appreciation in the Net Asset Value of a 
Series of Shares during a quarter that constitutes an increase in its Net Asset Value m f!."J:ess of the sum 
of the cUII'llliative Hurdle and its lnghest Net Asset Value as of the end of any prior quarter or, for the 
quarter the Series was issu~ as of its issue date, net of any Incentive Fee caiculated and payable at such 
time. If Shares an redeemed at any ~ other than the end of a quarter. the date of redemption will he 
treated as the end of a quarter for the purposes of detennining the amount of Incentive Fee payable wltb 
respect to such Shares.. 'The art?Ount of any In.cennve'Fee acauCd mth respect to the redeemed Shares 
will be payable to the fnvestment AdVJser, notwithstanding that followmg the retlem:ption, the Net Asset 
Value of the relevant Series of Shares decreases.. 

The Investment Adviser may, in its sole dlscretioDt wa:iw all or part of rts Jncefilive Fee 
otherwise due with re.spect to any Shareholder's investment by rebate of the waived fees to such 
Shareholder. The JnV'eStmJ!nt Adviser may also, in its sole d:iscretl~ elect prior to the commencement of 
the Fund"s trading at:t:Mties and pnor to the eommcncement of each calendar year thereafter~ to defer for 
a penod of up to ten years all or any portion of the Management Fee or Incentive Fee to be earned with 
respect to such period. In the event of such defcaal, the ddeued amount will appteetate or depreciate. at 
the cleetion of the Investment Ad'Viser. based on either {l) 1he Fund~s performance (before Management 
or Inventive Fees) or (2) the pctformancc of arry other investment chosen by the .fuvestment Adviser prior 
to the commencement of the deferral period. The deferred fees will be refieaed on the books of tbe 
Company as n lfab11ity and will reduce the Fund .. s Net As!et Value. 

Jn prtier to ensure a more equitlbie allocation of Incentive Fees among irrvestor.3 mvesting in the 
Fund :rt dtff'erc:nt t:Unes during the calendar yea:,. Sh.ares issued as of·sepamte Subscnption Dates will be 
demgnatedas Shares of separate series (each with its own Net Asset VaJue per Share) as follows? Shares 
issued on the fir.st Subscription Date of a calendar year will be designat.ed as Series 1 Shares. Shares 
issued on Suhscnption Oat:es that do not fall on the first Subscription Date of' a calendar year will be 
destgrmW.i as Slmres of a consecutive series of Shares. These additional series of Shares will generally 
be ~ into Sencs 1 Slw-...s at the bcgmning of each calcmlar year. 

At the beginning of each calendar year, each series of Shares. other than any series of Shares the 
Net Asset Value of which bas not. for the last quarter of such year. exceeded the sum of the Hurdle and 
the previous lughest quarter end Net Asset Value of that Series m relation to wmeh an Incentive Fee was 
payable (and winch thett.fure has a loss cmyfarwnrtl for the next quarter)~ will be con'Verted into Senes 1 

- Shares at the current Net Asset Value per Sb.an: ofSenes l Shares (unless Series 1 Shares are subject to a 
simtlar loss C3Ityf mwmrl. in which case these conversions will be suspended until Senes 1 Shares have 
recouped chat less)~ T'nerc w1H be no change in the aggregate net asset value of a Sharebolder•s 

--investments-due to-the-convers1mrof·;my-s~of-ShareS' held-byn llltO ~esl~ artlioiipT · 
different number of Shares. may be held by tt after the conversion. If a senes of Shares bas a net loss 
allocable to it at the end of any quarter and at the end of a. subsequent quarter there 1S Net Profit a.llocnble 
to th.at renes of Shares, there "MU be no Incentive Fee payable with respet:t to those Shares until me 
amount of the net loss previously allocated to those Sha.res has been fully recouped (excluding the 

, -rncentive Fee from the calculation of net loss). Tins ensures that the Invemnent Adviser will receive an 
Ineentr1~ Fee only when the net asset· value of a aeries of Sh!U'CS increases above the "high water mark" 
net asset value for that senes of Shares. 

••••s -23-
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High Water Mark. The Incentr;e Fee with «=Sped to a Series of Shares is crueulated on a 
cumulative basis and is payable only where the Net Asset Value per Share of that Series has risen above 
(1) the bigher.ofthe sum of the cumulaiivellurdle amountandiSsue pnce of tfie"Sliiies in the re~i:-· 
Series or~ thercafttr~ (ii) the sum of the Hurdle and the Net Asset Value per Share of the relevant Series 
unmediately following !he last c.alcuiat:ion of an Incent?Ve Fee with respect to such Series, net of the 
Incentive Fees ca!culared and payable at such time. In effect, the Incentive Fee payable with respect to a 
Senes is not payable until all prior net losses with respect to such Scnes (including the cumulative 
Hurdle amount and excluding the Incentive 'Fee from the calculation of net losses) are recouped. 
Appropriate adjustments may be made to account for subscriptkms and redemptions. 

Hurtlle.' The Hurdle with respect to a Serles for a calendar quarter means an amount equal to the 
opening Net Asset Value of the relevant Series multiplied by a percent.age based on the yield of the 
Lehman Govemment Credit Index: for tbe calendar quarter. The Hurdle will be prorated from any 
calculation penod of less 1bm a calendar quarter. The Hurdle is cumulative with respect to each Series. 

REDEMPTIONS AND DIVlDENDS 

Redemption of Shares 

Shares may be redeemed at a Shareholder's option at the Net Asset Value pet Share as of any 
Valuation Date. upon at least 15 Business Days prior written notice to the Admimstrator~ subject to such 
longer or shorter notice period as the Directors may determine ftmn time to time. In the discretion of the 
~ the Fund may, for any reason or no reason or where. m the absolute discretion of the Directors, 
the bo1ding of such Shares may result in n:gu!atmy. pecuniary) legal. taxation or material admin:istrative 
dlsadwntage to the Fund or its Shan:h'Olders, compulsorily redeem the Shares of any Shmclmlder at the 
appli<::able Net Asset Value per Share on at least ten days1 pnar wntten nonce to such Shareholder. 
There is no redemption charge or penalty. 

An a.mount equnl to 95% of the net redemption proceeds normally will be settled wilitin. 30 
business days of the effective dare of the redemption. without interest. The balance of the net redemption 
proceeds will be paid promptly at such time as the Fund shall dmnnine that the retention of the 
remaining rede:mptlon proceeds is unnecessary, with mterest the?ton. Reasonable reserves may also be . 
imposed depending upon the partiC*J.lar circumst.ances.- NotWitbstmlding any cont:raey restnction 
expressed herein, the Fw.d may leverage it.s assets to ftmd redemptions. · · 

The Fund reserves the right to decrease, linut. delay or deny any redemption IJ!quest, or my 
payment on a redemption request. if reasonably necessary m order to comply with the Fiiiid's cremt and 
other agreements? as well as for other reasons. 

Redemptions of Shares generally will be made in U.S. Dollars. Cash settlements will be remitted 
by wire transfer tom account designated by the Shareholder at the Shareholder's bank as specified by 

- .. -flie S&eholdef m itS"Wfitfcii redempuon notice. The cost of remitting the redemption .. proceeds'will be
charged to the ac:ccµnt of the Shareholder. 

The Direetors :nay m their sole discretlon waive all or any of the restnctums or provisions 
relating to the n:dempnon of Shares s-et forth m the Bye~Laws either generally or in any particular case 
and on such condinons as they may determine m thcu- sole discretion.. 

001.910454 16 -29-
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Temporary Suspensions 

The·ri~ec~~ may tempomily suspend any 0r allof the determination of the Net Asset Value of 
the Fund. the detmnination ofNetA.sset Value per Share, al!dforthe issue and the redemption of Shares 
for the whole or part of an"/ pmod· ' 

(1) dunng which1 in the opimon of the Directors, disposal by the Fund of Jts direct or 
indirect secunties which constitute a substantial portion of the a...~ets of the Fund is not 
practicaily feasible or as a result of which any such disposal would be materially 
prejudicial to Shareholders; 

(ii) when, in the opinion of the Directors:, for any reason it is not poss:tble to transfer monies 
involved in the acquisition or d.ispositlon or realization of seeurities which constituU: a 
substantial portion-of the assets of the Fund at nomml rates of exchange; 

(iii) (other thm customary holiday or weekend closings} when my recognized ex:cbange or 
market tm which the Fund's direct or indirect ~ties are nommUy dealt in or traded is 
closed, or dmmg which trading thereon is restricb!d or suspended; or 

{iv) - when proceeds of :my sale or redemption. of the Sbares cannot be trnnsmitted to or from 
the Fund's account or tr:anmnissiam cmmot be effected at normal rates of exchange; 

(v) when, as a result of polittc:al, economic, milituy or monetary events or any other 
circumstances outS'ide the control, responsl"bility and power of the Directrn-sj any disposal 
or valuation of investments of the Fnnd is -not,. in the opm:ion of the Directm1, reasonably 
practieahle without this being seriously detrimental to the interests of own.ens of Shares 
or U: in the opimon oft.he~ the Net Asset Value of the Fund or the Net Asset 
Value per Share camiot fauiy be calculated or such disposal would be -mat:enally 
preJudicml to the owners of Shar:e.s; 

(vi) wh~ in tile opinion of the Direct~ any breakdown. occurs in the means of 
communication nornm.Ily employed in determining the value of any of the investments of 
the Fund. or when for any other reason the value of my securities which constitute a 
substmtial portion of the itSSets of the Fund cannot reasonably or :falrly be ascertained; or 

(vii) when~ in the j1.ldgment of the Directors upon advice of the Investment AdVlser, the 
suspensu:m tS necessary or advisable in order to allow for the disposltlon of Fund ar 
Master Fund investments m a manner which tS in the best interest of the Fund, in light of 
market conditions at the time. 

Jn the event of any suspension as set out above, the Directors will, \\.'here possible, take all 
reascmable steps to brmg my period of suspension to m end as soon as PQSSlble. With respect to any 

· -- --~··~on requesfwmcii iSliiipacted 1iY a·Su.spenSron of reaempfff.mo1tlie-ssres; sucli redenIPiion will --=~ 
be effected as of the next Redempton Date following the date on which the period of ~ension 
terminates. 

Dividends 

It is not expected that the Fund wm declaxc any regular divulends. All Fund earnings normally 
will be returned. for re~investment (sub1ect to the redemption pnvilege). The Fund reserves the right to 
change such policy. 
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llGISTR.-\TION AND TRANSFERS 

stares .. Will be issued only ilf registerea fomi; the Fund iri.ay -not issue bearer shares tmdcr··· 
Bermuda law. The Reg.strar and Transfer Agent mruntains a current register of the names and addresses 
of the Fund's Shareholdm. and the Admmistrator•s entry in the share register will be conclusive 
evidence of ownership of such Shares. Certi:ficates representmg Shares wtll not be issued. 

Ia accordance with Bermuda law and the Bye-Laws of the Fund, Shares are only issued or 
registered m the names of companies1 partnerships or individuals (including fiduciaries of trusts investing 
in the Fund). Shares putcliased for those under 21 years of age must be registered in the name ofa parent 
or guardian, but may be deslgnated with the minor's m.itfals for the purposes of uientrfication. The Fund 
will take no cognizan~e of any trust applicable to the Shares so registered. 

Transfers of Shm-es by instruments in writing in the usual common for.n are pemntted only with 
the pnar consent of the Directors, which ccnsent may ~ 'Withheld in the absolute discretion of the 
Directors. -

The Shares may oot be sold. transferred or otherwise disposed of by a Shareholder m the United 
States or to any perso~ cwporation or entity wluch is not a '"Qu:ih:fied Holder' without prior written 
consent of the Direclon and compii~ Wlth aJl applicable laws* Trnnsfers of Sh.arcs are restnct.ed 
where 1he holding of sl.lci1 Shares may result in regulatory, pecun:iazy,, legal, taxation or material 
administmtive disadvantage for the Fund or its Slmreholdcrs as a whole or to maintain a mllritmim 
holding per Shareholder, should the Fund be subj~ to such a minimum. Transfers of S~ ace 
permitted only mth the prior consent of the Fund, whlch may be withheld for any reason itr the sole 
discretion of the D~ Any transferee is reqw.red to furnish the same infonnati01:4 including as 
neeesmy or requ;ued. verification of tdcntity and souw: of funds in connection with anti .. money 
laundering regulat.tons,. which would he required in cmmection with a. direet subscriptwn in order for a 
trmsf.er applfontion to be considered by the Dl.TCCtm's. 

TAX CONSIDERATIONS 

General 

The Bermuda t.u consequences to the Fund, which are desctibed below. are derived .from 
existing legislation m Bcmruda. The United States mcome tax consequences applicable to the Fund and 
the Shareholders. also descn"bed below, are based upon factual representations made by the Fund and the 
Investment Adviser cance:mmg the proposed conduct of the activities to be cmied out by the Fund md 
the Investment Adviser and the proposed composition of the Shareholders. The Fund has not asked for. 
and has not recei~ an opmion of counsel with~ to any of the tax consequences discusse5! lieiow. 
The conclusions ~ed herem with respect to United States tax consequences could be at'feeted 
adversely mected if any c.f-the material f'aaj.uaf~entatlonsNon which they are based should prove ta-. "" y y 

y y "k ~ - ~ yy • ~Ny • - "oe liiriC'Curate.-~~while this~ is considered to be a com;:ct "mterpretntion of c:o.sting laws 
m force on the date of this Memonrndum. no assiirana: can be given that no changes m such tax laws wtl1 
occur or that oouns or fiscal authorities res:pons1ble for the a.dmmistrntion of such tax laws will agree 
with the tnterpretanons or that changes in such la_'WS will not occur. 

As a result of ch.angmg laws or practice, or unfulfilled e;q:>ect.ltions as ta how the Fund or its 
investors wtll be regarded by revenue authorities m different jurisdictions for taxation purposes, taxation 
conset:tuences may be oth~..se than as stated below. Investors are therefore advised to c~t their 

t own professional advisors on the tax consequences of subscnomg for~ purchasing, holding. selling or 
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redeeming Shares in t.lie Fund under the laws of their countnes of citizenship, residence, ordinary 
~~ce qr ~~ciJ_~ _ _ . • -· _____ ·~-~- •• • _ 

Bermuda 

Under e.~fatmg legislation in Bermuda, there are no income. capital gains or withholding ta.xcs 
payab1e by the Fund. nor are there any Bermuda estate1 succession. or inheritance taxes payable by the 
Shareholders with respect to their Shsres, other than persons ordinan1y resident in Bermuda. 

There is. at present, no direct ta.uti<m in Eem:turla and int?:rest, dividends and gains payable to 
the Ftmd wdl be recoved free of all Bermuda taxes. The Fund is an ex~d company under Bermuda. 
law and the Fund has marle application to tht Minister of Fill!mcc of Bexmuda for, and expects to receive. 
an undertaking as to taxcom:esswns pu:rsuant to the Exempted Undcnalcings Tsx Protection Act of 1966 
which wm provide that until Maroh 28, 2016, oo law hereafter enacted m Bermuda imposing any taxes or 
duty to be levied on mcome or capltal assets, pins ar appreciation will apply to any income or property 
of the Fund. or to the Shares or other obligations of the Fund except to the exrent that my such tax or 
duty awHes to penrons ordinarily l'CS!dent m B~da and holding Shares or other obligations of the 
Fu:od or my hmd m Benmi<ia !eased to the Fund. 

Uniied States 

The Fund w:i11 be treated as a c~on fbr U.S. federal income tu purposes. the Fund. 
intends to condus:t lts affairs so that none <>fits income will be effectively connected with the condnct af 
a U.S. trade or business or otherwise subject to regu12r U.S. federal mcome taxation en a net basis. 
Under cttt:rellt U.S.. federal income tax U!.w end regulatio:~ payment of principal and interest (including 
original issue ~unt) au debt cbli~tions issued by a U.S. pmon or the U.S. G>vemmem after July 1 a, 
! 984 are not suOJect to U.S. federal withholding tax, provided th~ with respect to interest (iru::luding 
angina! issue discount), certain cc:mfication and other requirmumts are met. Paymems of _principal. 
premiums and mterest on debt obligations issued by a non-US. lSSUer generally wm not be subject to 
U.S. withhoMing tax. 

AB indicated above, the Fund does not e:xt>ect to conduct a trncle or buslllCSS in the US. or invest 
in securities the income of which is tre:ited fut U,S. tax purposes as ansmg from a U.S. trade ar business. 
Th~ none of the; income of ttu: Fund (other thm iucorne Sl1hJeet to U.S. fedeml wtthh.Glding tax. as 
descnbed above) ts expected to be subject to U.S. federal income tax3tfon.' If, cont.mry to its intended 
method of aperation. the Fund is considererl to be engaged m a U.S. trarle or business, any income that is 
effectively connected with such U.S. trade ci busmess will be subject to regular U.S. federal income 
taxation. plus a 30% U.S. "branch profits1' tax. 

Payments of dividends to the Fund on stock of a U.S. corporation generally will he sul;ject to a 
30% U.S. Wlthholding tax. Gains (other than original issue discount) realized upon the sal~ exchange ar 
redempti9n _of _dt;bt obligations .will!'"_ill, .genenal •. not be subject to U.S. -federnl -with.holding mes 
(including uback4lptt withholding taxes). provided that., in the case of secunties held by a custodian ·or· 
nominee in the United States, the Fund cerhfies to its non-U.S. starus or otherwlse establishes an 
e:mnptfon from "back-up .. withholding, 

J:n gencrnJ~ the .Fund believes that a non·U.S. person (foreign trust, non-resident alien individual. 
foreign partnership or foreign corporation) will not be subject to U.S. income taxes on the interest 
income or capital gnm of the Fund. 
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C~:ital pm re.ahz.ed by a non-0.S person upon the sale or e:tchange or redemption of Shares 
~~d ~ a S'!ttl asset P.~ly ~ould not be subject to the U.S. federal mcome ~ provided that the 
gain is not effectively connected with the conduct by such non-U.S. person of a trade or busmess in the 
Unit¢d States. However, in the case ofa non-resident alien individual, such gain will be subject to a U.S. 
income tax rate of30% (or a lower tax treaty rate) if such individual is present m the U.S. for 183 days or 
more during the ta.uble year. 

Generally, the source of any capital gain upon the salci e-xehange or redemption of Sh.ares is 
determined by the place of residence of the Shareholder~ For purposes of determining tbe source of my 
capital gain, residency is denned in a rr..a.rma that may rerult in an individual who otherwise is a non
resident alien individual of the U.S. being treated as a U.S. resident only for purposes of determining the 
source of inoome. &ch prospective indiv:trlunl Shareholder who anticipates being present in the United 
States for 183 days or more (in any ta.uble }'e31') or otherwise has a substantial connection to the United 
States should consult his or her t.ax adviser with respect to the poSSl'ble imposition efUS. federal income 
taxes on the sai~ exclmnge or .redemption of Shares and to the posst'ble impact of such presence an such 
indfvidual"s status.in gene:al as a nenresident for U.S. income t.ax purposes. 

Capital pins realized by a Shareholder engaged in the conduct of a U.S. t.rnde or business will be 
subject to U.S. fedml income tax upon the sale, exchange or redemption of Shares if such gain is 
effectively conneatetl with its U.S. trade or business. 

t 

Any U.S. Person transfemng cash or other property to a foreign corporation such 3S the Fund or 
owning 100.4 or more of the value or votmg power of the shares of a fomgn ecr;xmltion su.ch .as the Fund 
wilt, Wtth certain lirruted uceptions, b1rely be :required to file an mfommtion tetum with the u .. s« Internal 
Revenue Service contnining certain disclosure concerning the filing shareholder, other shareholders and 
the corporatton.. 1'hc Fund bas not cmnmitted itself to provide the i:nfcirmation about the Fund or its 
Shareholders needed to ecmplete the tetmn. 

The Fund has be= classified as non-resident oi Ber::mud3 f« exchange conttnl purposes h°'J the 
&rlnllrla. Manemy Alrthonty> whose permission for the issue of Shares has been obtained. The issue, 
redemption and tranmr of' Shatcs to, by and between persons regarding as non~ in Bermuda for 
exchm.tge control purposes may be effected without specmo consent under tho Exchange Control Act 
1972 of Bermuda md regulations thereunoo. Issues and mmsfen invoMng my person regarded as • 
residt:nt in Bemmda for achange control purposes require specific prior authorization under that Aet 
The Fund is thus pemntted by Bermuda law to acquire> hold and sell any fomgn currency and securities 
without restticilon. 

EMPLOYEE BENEFIT PLAN CONSIDERATIONS 

The Ftmd cx:pect:J to admit Shareholders that are "benefit plan investors•• as defined in ER.ISA 
(the U.S. Employee Retirement Income Security _Ac~<?! _1974, as amen4~4}. whii;h ~.':employee benefit -

·· · -pians"'"as denned m ERISAnnd'tpTans;.~as-defined in Section 497S of the U.S. !nterna1 .Revenue Code 
(colli:!;tively, .. Plmsj. Plans include ca~rate pension and profit-sJJ...aring plans,, SEP ("'simplified 
employee penmonj plans, Keogh plans for self.employed individuals, governmental plans, and 1RAs 
(imiividµal retirement accoon~ described in Code Section 408). Tf P!ans hold 25% or more of )he Shares 
(excluding Shares that rue held other than through Phm mvestments by the Ap.visor or any affiliate 
thereof)> the Fund's underlying assets would be "plan assetsn under ElUSA with respect to those 
mvestors that are Plans subject to ER.ISA or the Code. (Ihe 25% level is measured each time Shares are 
bought ur sold.) 
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Smee n is expected that Plan investnents in the Fund wtll exceed the 25% 1eve4 a person 
_ considering mvcstmg m the Fund on behalf of a Plan subject to BUSA or the Code should evaluate the 

-- pian asset consequences 'or the mvestm.en~ -fucludmg the. nsk that Umntended prOfu~ -irnnfilictiOO ~or 
fiduciary duty delegation consequences may arise under ERISA or the Code. The Investment Adviser 
qualifies as a uqualified professional asset manager" under applicable regulatfons under ERJSA and will 
take all appropriate steps to ensure that the Company does nnt engage in any prom1nted transactions 
under ER.ISA. f:n parocular, the Investment Adviser will not make loans to the Fund or permit the Fund 
m retain affiliates of the Investment Adviser under eircu:mstulces that would violate ERISA. The 
mvestment Adviser has acknowledged ill the Investment AdVlSOry Agreement that 1t will be a fiduciary 
of Plans investmg in the Company for purpose.:; of EUSA and will be subjeet to all_ of the prohibited 
trmsactmns and fiducia:ry responsibility and liability provisions ofERISA. 

Cert.am prospective ER.ISA Plan investors may currently maintain. relanonshlps W'lth the 
fuvestment Adviser or other entlties Which ore affiliated Mtfl the Jnvestment Advlser (collectively the 
u Affiliated Entrties"). Each of the Affiliated Entities m».y be deemed a party in interest wtth respect to 
and/or fiduciary of such plans if any of the Affiliated entities proVldes investment management.. 
investment advisory or other services tu them. Consequently. in the case of an ERISA Plan Mth respect 
to which an _..\ffiliated ·Entity ia a party in intl:rest or disqualified person. the prohfhited transaction 
provisions of ER.ISA may preclude such plan from engaging in certain transad:Jons with the Fund, 
including the acquisition of Simes. Jn this circumstance, Benefit Plan Jnvestms should consult with 
counsel to determine if participation in the Fund is a transaction which is prolnbited by ERISA and/or the 
Code. 

Trustees artd. other fidrnnaries of Plans should also consider that their actions may be governed 
by the fidueuuy respon&othty provisions of ERISA. Gcnerallyj fiductaries of a Plan subjcet to ER.ISA 
are reqwerl to discharge their duti~ among other things. (i) for the exclusive purpose of providing 
benefits to parti~ am! thc:ir beneficiaries, (ii) with the satne smnda:rd of caTe that would be exeteised 
by .o. pnldent man acting under similar c~ces, and (iii) by diver.sifying the urvC$t:ment of the P~ 
unless 1t is clemiy prudent not to do so. In analyzing the prudence of an investment in the Fund, special 
attention should be given to the Department of Labocs regulations 011 :in:vestment duties which require; 
among other things. (i) a determination that each investmi:nt is rensonsbly designed, as pmt of a Plan's 
portfolio, to further the purposes of such Plan, , {ii) an e:imminatlon of risk. and ~ factors. and 
(ill") c0DS1dera.tion of the portfoho ·s composition with regard to divemncation. the liquidity and current 
ren.nn on the tow portfoho relative to anti.cipnted cash :flow needs of the Plan and the projected return of 
the total portfolio relative to the Plan,s fimdtng obJechves. 

The fiduciaries of each ER.ISA Pl~ IRA or Keogh Plan investing in the Fund will be required to 
represent, and by makmg an investment m the Fund thereby wi11 ~t, that, among other ma~ 
tlwy have been informed of and understand the Fund•s investment objectives. policies and strategies, that 
the decision to invest plan assets in the Fund is conSlStent with the provisions of ER.ISA and/or the Code 
that require divcm.tication of plan assets md llDpose other fiduciary responsibilities and that in making 

__ !f!~-~siop !Q _~_Utey ha.~J10trclietioaany.advice.ouecommendation.of:.tbe-Investmmt-Adviseror
:my selling agent or any nftheirrcspectlve a:ffi1iates or employees~ 

Whether or not the Fund's underlying assets arc plan assets under ER.ISA. such persons should 
consult Wlth their coonse! as to the ERlSA or Code collSequences of an investment in the Fund by a Plan. 

-:34-
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'Unrelated Business Tunhle Income 

The tmn ~'Permitted U.S. Person" means a merson thii lS subject to ERISA or m otherwise 
exempt from payment of U.S. FedemJ income we. Generally. a Pennitted U.S. Person is ~empt from 
Federu income ttt 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 secunties 1nding activrty which constitutes a trade at business. This general exempuon 

, from tax does not apply to the ·~tared business tuabie incoroett ("UBTI") of a Penmtted U.S. Person. 
Generally, exc..41)t as noted above with ~ to certain categories of exempt tradmg activity, UJ3TI 
includes income or gain derived from a trade or business, the conduct of wmch is substantially tm.related 
to the exercise or pe:rf ormmce of the Penmttcd U.S. Person "s exempt purpose or function. UBTI also 
inc!ud.es (i) income derived by a Permit.Wd U.S. Person from debt*financed property and (ii) gams 
derived by a Pcmntted U.S. Persoo from the disposition of debt* financed property. 

A Pennitted U.S. Pe!3on investing in a foreign corporation such as the Fund should not realize 
UBTI with respect to an wtleveraged investment in Shares. Permitted U.S. Persons are urged to comult 
their own tax advisors concerning the U.S. tax e~ces of an inves1ment in the Fu:nd 

PLA..1'1 OF DISTIUlUJTION 
t 

The Ftmd is autliorized to issue 100 voting M~t Shares, par value U.S. S0.01 per Sh.are 
{'~t Share:f'). all of whica are currently held by the Purpose Trust and Hl:000,000 non .. vcting 
redeemable Parricipaiing S~ par value U.S~ $!}.001 per Participating Share (the ""Sharesj. The 
wtmg ~ Shares do not~ in the Fun&•s pro-fits and losses and are not redeemable. 
The non-voting Shares have n-0 wtmg power~ but are participating and redeemable. The Shares are 
e:ntltled to receive, to the e:tolusion of the M~t $bates., any divid¢tlds which may be decinred by 
the Direetom. Upon the wmding up of the Fund. the assets ava.ilabl~ f« distnlmtio:n to Shmehn!de:s 
(other than an mwunt equal to the par '9Ulue of tb.e Managemmt Shnres, which 'MJU!d be discnlnrted to 
the holder of :he Manapent Shares) would bt distrfbuted a:mang the holders of the Shares. Shm'es jn. 
the Fund participate ratnbly in tbe Net Asset Value of the Fund on liquidation and Jn other distnbutions# 
if any, based on the retatm! Net Asset Value of the ~ of the respective Series outstanding at the time 
of such liquidation or distribution. 

Each Share will be issued at a price of U.S. Sl.000.00 during the Tnitial Offering Period, whtch 
will commcm;e upon the filing of this Memorandum with the Bemruda Registmr of ~ on 
January 15, 2-0Q3 and will end on the earlier to occur of the aceepf:tnee oUJ,000.000 of subscriptions or 
the dose of business on Ms.y 15, 2003. The Fund. will commence investing prrimpdy following its 
receipt and acceptance of subsmptions for at least the minnnum amount of SJ,000.000. This shall be the 
minimum amount required to be raised from the Initial Off'mng in ordeT to provide for the matte:s set out 
in Section 28 of the Bermuda Compani~ Act. If the Fund does not receive at least the minimum amount 
by the end of the Initial Offering Period (or any extension .~of) •. the ~~!Lt?(~ in_J,Pe F~. __ ~ . _ _ . 

--Will oe ~~ted and eadi subscribe(*ttlibScnptiOU payIDerit' win be refunded, along with my interest 
earned thereon. Following commencement of trading by t.l:ie Fund, Share$ of the Fund will be available 
for suhscnption as of the last day of each Fiscal Period o.t the Net Asset V aiue per Share. 

The minimum initial subscription per mvestor is U.S. $1,000,000. All subscriptions must be patd 
in US. Dollars to the Custodian. Subsequent subscription payments shall ~e 'marle in the minimum 
amount of U.S. ssno.ooo and shall be made to the Fund by wire transfer to the Custodian. The 
subscripton documents provide detatls regarding paymcntprocedur~. 
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Any subscription payments shall be bcld for the benefit of the subsenoer pending either the 

*a£CE_~c_e of the subfil;ri_pti~ ~f!d 1h~ investl!l~!...!n ~e Sha.rest ~ ~ ~~-0£ .~i~ction of the_ _ __ 
subscription and return of the subscripnon payment. Share applications may be rejected by the Fund m 
whole or m part. If any application is not ·accept.ed, the subscription amount paid with the applit:mon 
Wlll be returned, with interest eamed on the subscnption proceeds1 if any. If any appiie3.tion 1s accepted 
only in part, the balance of the amount paid with the application will be returned.. 

ELIGIBLE SUBSCRIBERS 

The Shares are offered only to Qualified Holders. Qualiiied Holders are "non-United States 
Pe?S-Onsn and U.S. -tax-exempt investors who are uqualified eligible participants" under CFTC 
Regula.hon 4. 7 and .. qualified purchasers" under Section 3(cX7) of the Investment Company Act 

For this purpose. "qualified eligible participant" means 0) a plan established and mamtained by 
a stare, rts political subdiv'..siom, or any agency or instrumemality of a state or its political subc:hvisiom. 
for the benefit of its employees, if such plan bas total assets in excess of $5 nn11ion; (2) an employee 
bo:refit plan withm the meaning of ER.ISA, pcuvided that the investment decision is made by a plan 
fiduciary, as defined in Section 3(21) ofERlSAs which is a~ savings md loan association. insurance 
company. or re~ investment adviser. or that the employee benefit plan bas total assets in excess of 
SS million or. 1f the plan is self-.direcfed. that investment decisiOllS for, or the decisions as to the types of 
mvestment alternatrves under, the plan are made solely by persons that are qualified eligi"ble participants; 
(3}an ~tion described m Section 501(c)(3) of the Code which has total assets in excess of $5 
million; (4) a 1rUSt, insurance company separate account or bank collective tn.t.at which has total assets in 
excess of $5 million.. is not formed to invest in the Fund and whose purehase is directed by a qualified 
eligiole participant; (S) a govemmentaJ entity (including the United Sta~ a state or a foreign 
government) or political mbdivision thereo~ or a :rriultm.ational or supramttional ennty er an 
instrumentality, agency at department <'>i aey of the foregoing; and (6) a t!X-exempt entity in which all of 
the unit owner.; or participants are qualified eligible pamcipants; provtded m each of (1}{5) above that 
the entlty must also {i) own seeurities (including participations in the Fund nnd otherpools} ofissuers not 
nffiliatcd Wltl'l such entity and other inve.~ents (Le.. real estate held for mvestmd'lt purposes) with an 
aggregate market value of at least S:Z,000,000, (ii} have on depcSlt with a commodity broker at least 
sioo.ooo in exc.hmge-specified initial margin and option premiums for commodity interest tratisacnons. 
or [ill) own a portfolio comprised of a cmnhimtion of (:i) and {ilJ (i.e., $1,.000,000 in s=:urlties and 
Sl00,000 in margin and premiums). For this pmpose~ "qualifiM purchaser"' meam (i) natmal persons 
who own at least SS million in investments, rn1 an entity that O'WllS at least $5 million m investments and 
the entity is owned by or for two or more related natural peraons, (in) a trust wbere the trustee and each 
perscn eontributmg assets to the trust is a qualified purchaser. (iv) any person acting on behalf ofits own 
account or the account of another qualified purchaser that owns and invests in an aggregate basis in 
excess {)f $25 IIll1lion in investments, and (v) qualified instituhonal buyentt as defined in Rule 144A 
llnder the Securiti~ Act of 1933 (except qualified institntional b~ which are dealers which own or 

• __________ • __ m_ imr~-l~-~ ~ rruJlfon ~ .~~~ ~ed CQµtn~on t>_~S-~~ ~ip~~-~.@!r;J,q _ 
direct t.1-ieir plml investments. unless such participants themselves are quaJified purcbasel's). 

The following persons are excluded from being subsen'bers: (i) a United States Person (other 
tlum a Permitted U.S. Person); (ii) any person. corporation or entity winch ctmnot acquire or hold me 
Shares without violatmg laws ar regulations applicable to it; or (iil1 a custodian. n.omincee. or t:rustec for 
any person, cmporation or entity descnoed m (i) or (ii) above. 
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STATtJTORY 1\.t'ID GEN.DAL INFORMATION 

1. EMhid&&J. 
The Fund is an c.empted.c open-ended mutual fund company incorporated with limited liabilrty 

under Bermuda law. , 

· Pemnssion under the E:u:hange Control kt of 1972 ofBennuda (and the regulations thereunder) 
has been obtained from the Bermuda Monetary Authonty (the u Authority'') far the issue of the 100 
Management Shares (as defined herein) and t?p to lD,000,000 Shares in the Fund. In addition, a copy of 
this Memorondum. will be delivered to the Regtstrar of Companies {the llJlegistr.u-j in Bermuda for filing 
pursuant to the Companies Act 1981 of Bermuda, as amended (the "Bermuda Act'")* It must be distinctly 
understood that in ~ such permission mi in acceptmg this Memorandum for filing, the Authority 
and the Registrar accept no responsi1nlity for the financial soundness of any proposal or for the 
correc?iess of any of ihe statements made or opinions expressed with regard to thmn. 

The Fund has been classified a.s a Ber.muda !nstitntiomd Scheme under the Bermuda Monetary 
Authority (Ccllechve Investment Scheme Classilicatu:m} Regulations 1998 (the "Regulations")~ As such, 
the Fund is exempted from the requirement to appoint a Bermuda custndim and may not be supervised to 
the same degree as other schemes which are regulated and supervis=d by the Authority. Therefon; the 
Fund should be viewed as an invest:mcnt suitable only for investors who can fully evaluate and bear tlu; 
risks involved. Approvals from the Benm.uia Monetmy Allthonty who do not ~tute a guarantee by 
the Authority as to the pedcmmnee of the Scheme or its creditworthiness. Furthermore, in giving such 
approvals the Authonty shall not be liable for the pedmmmu:e or defaUlt of the scheme or iw the 
corrections oi any opinions or statements expressed. 

2. Incorporati~ Registered Office and Share Capital. 

(a) The Fund was incorpotated in Bermuda on May 20> 2002. as an ex.empted.. open.-e:nded 
mutual fund company with lmrited lmbilicy under the name lv!D.L Actrve Duration Ftmd Ltd. T.ne 
Dlrecturs of the Fund confirm that since the date of the Fund's incorporation. the Fund has not 
commenced business. no accounts have ~en made up and no dividends have been declm:ed.. 

(b) The registered office of the Fund 1s presently at Williams HolJ.Se., 20 Reid Stre~ · 
Hamilton El\t! 11, Bermuda. 

(c) The~ share capital of the Fund is U.S. SlOMOO divided into 100 Management 
ShateS of U.S. $0.01 par value each and 10,000,GOO Participating Shares of U.S. S0.001 par value each. 
The Purpose Trust bas acquired all of the Management Shares. No further Management Shares Wl1l be 
issue4. 

{d) None of the Part1cipating Shares has been issued and no capital of the Fund is under 
opnon or agreed condincnally or unconditionally to be put under option* 

A ............... Y.V h~-.<ih"<..,.,,......,. ____ ,__h.--;~~h# .... -~--~~.,, ....... _.. ____ ~__,,...{ __ __, _ _. ........ ~fi / + - -----vo-.<.-» 

T?'WtMW 

( e) Neither tb~ Management Shares nor th!! Shares cmy pre.emptive rights. 

(f) All shares will be issued m registered form only. 
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3. Management and Participating Shares. 

*. ,-TheManagmmmtShares-s.bnH: · 

(a) only be iSSU!!d at par value fullypaid; 

(b) eon.fer upon the holder thereof nghts in a winding-up or repa-yment of capital in 
accordance with the Memorandum of Association and to all dividen~ 1f my, declared by the Directors; 
and 

(c) carry the right to rece1ve n-0t1ce of: attend and vote at General Meetings of ~e Fund. 

The Participating Shares shall: 

(a) not ~ issued at less than par value fully paid; 

(b) confer upon the holder thereof rights in a winding-up or repayment of capital in 
accordance with the Memcr::mdum of AsSociation and to all di~ if any> declare-d by the Dttectors; 
and 

(c) carry the Tight to receive notice of General Meetings of the Fund but do not eauy the 
right to attend or vote at G::nera.1 Meetings of the Fund. 

4- Memorandum af Association_ 

The Memorandum of .A$ociatfon <>f the Fund provides that the Fund>s ob1~ as set forth in 
"lnvestincnt Objective and Strategy of the Fund." are unrestricted and include the collcet:fole investment 
of its funds and givmg members of the Fund the benefit of the results of the management o:f its ~ds. 
The object and pnwers of the Fund are set out in the Mem.orandum of .Association. The MemOianduL..t of 
Assoc1anon also sets forth proviSlons re?atms to share capital, issuance and Tedemption of sh£lre3. 
dividends and distributions upon dissolutlon or winding up of the Fund. Tne Memorandum of 
AssOClation is available far inspection a.t the office of the Administrator upon request to the Fund. -

5. Anti-Money Laundering Regulations. 

To ensure compliance with st:atutmy and other gene.rally accepted principles relating to anti
mancy laundermg regulanoM and policies. including the Fund~s obligations under the U..S. P'atriot Act. 
the Ftmd wtil require venfication of identity ax:d ww:ce of fimds from my prospective investor in the 
Fund Depending on t!w ~ces of each application, a detailed verlffoati.on nnght not be reqwred 
where: 

(a) the applicant makes the payment from an account held in the applicant~s name at a 
recogmzed financial tnstitution; or 

...... _....,..,,,.,...,,.,..,,,..., - .. ..,......_.,,-- ..... -----~.--.-... ,..,,..,,,.,,,,.,,.,..,....,.,_ ..... v. 

, · - · - - --(b) - -- iii~ applicant is made through a reeognized mtennediary. 

These exceptions will only apply if the financial institution or intermediary ref erred ~ abQve 1s 
within a country recogni2ed by both Bermuda and the U.S. as havmg sufficient anfi·mcney laundering 
regulations. 

Pendlng the provis1on of evidence sa~ t.o the Fund as appropnate, admission of an 
investor as a share.holder may_ be delayed in the sole discretion of the Directors. If Wlthin a reasonable 

99' tUf' 'f 
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10. lnspectton of Documents. 

COp1es of the following. do~ts fur the Fund \wl be ·available fer 'fmpectian --;t any trme 
during normal business hours on any Busmess Day free of charge from the A~.irustl'ator of the Fund and 
for 14 days from the date of this Memorandum.. 

(a) the Memorandum and Bye-Laws of the Fund; 

(b) the Adnrirustranon Agreement; 

(c} the Broker and Custody Agreement; 

(dJ the Registrar and Transfer Age]lt Agreement; 

{e) the AdVtsory Agreement; and 

(f) the Compames Act 1981 {as amended) ofBemruda. 

DEFINITIONS 

*Admil:ustrator". Olympia Capital International. Inc. 

"Administration Agreement". the Agency, Adtmrustratlon and Indemnincatron Agreement dated 
January 9, 2003 between the Administraror and the Fund 

0 Advlsmy Agreernc:nf"t the Investtnent Advisory Agreement dated ~ of January 9, 2003 between 
the Investment Adviser md the FWld. 

nAffiliat.e Fund"~ the MDL Broad Market Fi'ted Incmne Fund, a mutual fund registered under the 
Invesanent Campany Act and managed by MDL Advisers. me .. an affiliate of the Investment Adviser • 

.. Audit.ors". Defoitt.e & Touche . 

.. Business Day .. , a day on wmch bmks are open in Bermuda and the Umted States' (other than 
Saturday and Sunday)~ 

"Bye-Lawsn, the Bye~I.aws of the Company as amended from time to time. 

"'Custodiann, Credit Suisse FirStBoston Corpotation., 

''Directors". the Directors of the Fund or any duly authorized committee thereof. 

w • • • ·-·"FiJnd";· the MDL Acu~-Duratfun F~~ Ltd.,-;n exempted open~ded~~l -~ company 
incorporated under the Bernmda Con1panics .-1\ct 198 l (as amended} with limited liability. 

"Hurdle'*, the mcrease in value that would be obtained on the Net Asset Value of the Fund for a 
quarter if the portfolio achleved a return equal to the yield of the Lehman Brothct:s Govanment Credit 
Bond Index for such quarter. 

"Incentive Fee", a qumedy profit fee paid to the Investment Adviser equal to 20% of the 
increase in the Net Asset Value over the Hurdle. 

001.910454 !5 
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"'Jninal Offer", the offer of Shares to be made dunng the Initial Offer Penod.. 

'1ofuanJ~ng Pedcdfl, tlie penoaoommeiiCm'g on the date tills MemQrandum lS filed wttb~
Bennuda Registrar of Comp~es and eild.ing~on the earuer to occur of the aceeptnnce of S3,000,000 of 
subscriptions or May 15, 2003 • 

.. Investment Advm:r'\ lvIDL Ca:pital Management. me. 

"Management Fee'~. a quarterly management fee to the Investment Adviser equal to 1% per 
3.rulum of Net Asset Valu,e* 

uManagement Shares".· 100 voting shares of par value U.S~ $0.0 l per Share. all of which have 
been issued to the MDL Active Duration Purpose Trost. 

"Net Asset Value.,; the .net auet value of the Fund determined in accordance With the Bye-Laws. 
"Net Asset Value- per Share~ means the net value of those' assets and liahilitzes of the Fund which arc 
properly attributable to the Series of Slmres of which a Share for.ms a part, divided by tbe number of 
Shares of the Series which are issued and o~g. 

""Permitted U.S. Person;•, a U.S* Person that is subject to ER.ISA or is otherwise exempt from 
payment ofU S. FedcmI :rncome T.a.'t. 

"Qualified Holder', any person, corponmon or entity wb:!ch satisfies the mvestor qualliicatiom 
set forlh m 0 Eligib1e Subsrn"bers" and who is not (i) a. United States Person other than a Pcnnitted U.S. 
Person; (i1) my person, c01p0ration ar entity w~ch cannot acqwre or hold Shares without violatmg laws 
or rcgulatlons applicable to it; or (m1 a custodian. nominee, or trustee for any ~ cmparation or 
entity ~'bed in (i) or {n) above • 

.. 1~.edemption Date .. , shall be the Valuation Date followmg a request to rccleem. 

''Rede.mption Price'» the pnce at which Shares can be redeemed a.s calculated in the ma:rmer set 
out herein. 

"'Share'\ a sha.r= ofU.S* $0.001 par value m the Ftmd designated as a Participating Shme by the 
Bye~Laws. 

.. Shareholder'". the holder of a Share. 

"Su.bscnption Date .. , the Busmess Day mmiediately followmg a Valuation Date. 

1~ubscripuon Price'", the price at which Shares can be suhscn'bed. 

.. ~rured.Sta~·~ or "U.S .... the Uruftd States-of America· or my of1ts:territone5; pnsiessmns or 
other areas subject to its Jurisdiction including the Commonwealth of ~uerto Rico. 

(a) any natural person who is resident m or a ClOZcn of the Un11ed States; 

{b) any corporanon, partnership or other entity organized m or under the Jaws of the United 
States (or my state or other polinca] subdivision thereof). and any trast. estate or other 

001.910454. 15 4l-
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entity~ uneer the laws of any J~dictJ<>n in the United St.ate or that i§ subject to 
U.S. fetleral income: ra:m.tion ®its worldwide net income ~-i-rliess of its soll!'Ce; ·-· -~ 

- ____ ... """" ... - -- ...... '°"'-"' ,.,_..,.,.,.,.,,~ ........ ... ,. "'"'""-~-· -

(c) 

{d) my trust of which any trustee IS a U.S. Person; 

(e) my agency or branch of any nan...U.S. entity located in the United States; 

(I) any non..Qiscretionary account or similar iwcount (other then an estate or trust) held by a 
secunbes dealer or otht:r fiduciary for the benefit qr ~ccotmt of a U.S. Per.ron; 

(g) any dl~omuy account or silmlar account (other than an estate or trust) held by a 
securities dealer or other fiduciazy o~ incorporated or (if an individual) resident 
in the United States; 

(h) any partnership or corporation organized or iru:orparat.ed under t1le laws of any nnn-U.S. 
jurisdiction md funned ~y or mclitectly by one or more U.S. Pe:r.u:ms; and 

(i) m entity ~principally for passive m~ whose umts of participation be1d 
by U.S. Peramis represent in the a~te 10% Ot" m-0rn of the bendicuu interest in the 
entity or the entity was fmmed principally far the purpose of facilit.atrng itn"eStlllmt by 
U.S. Pmms m a pool with respect m whlch the ~ is ex.empt fro!ll cert.am 
~ of Pm 4 of the crrc~s repla.tions by virtue of its participants being non
U.S. Pemms. 

UValuarion Date'". the 12St day o! a C3.lendar ~and my othttr date ¢Stahlished as a Y aitiatu:m 
Date by the Direcrors. · 

_, 
----- w 
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