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NAME OF OFFEREE NO

CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM

INCOME-PLUS INVESTMENT FUND

(A Tax-Exempt Investment Fund Established
Pursuant to The Master Income-Plus Group Trust)

November 1, 2003

INVESTMENT MANAGER
J P, JEANNERET ASSOCIATES, INC.

TRUSTEE:
CUSTODIAL TRUST COMPANY

THIS OFFERING 1S NOT A PUBLIC OFFERING. THE SECURITIES OFFERED
HEREBY HAVE NOT BEEN REGISTERED OR QUALIFIED WITH, NOR APPROVED
BY, THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
REGULATORY AUTHORITY, NOR HAS SUCH COMMISSION OR ANY
REGULATORY AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS MEMORANDUM. THIS MEMORANDUM DOES NOT CONSTITUTE AN
OFFER OR SOLICITATION IN ANY JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS NOT LAWFUL, OR IN WHICH THE PERSON MAKING SUCH
OFFER OR SOLICITATION IS NOT QUALIFIED TO DO SO.
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INCOME-PLUS INVESTMENT FUND

CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM
FOR THE SALE OF UNITS ("UNITS")
FOR A MINIMUM INVESTMENT OF §1,000,000

The Units offered berem are of Income-Plus Investment Fund ("Investment Fund"), which was
established on December 15, 1993 pursuant to The Master Income-Plus Group Trust ("Group Trust")
The Group Trust 1s a tax-exempt "Group Trust" under Internal Revenue Service ("Service™) Revenue
Ruling 81-100 The Investment Fund has been established to pool mvestment funds to be managed by a
number of mndependcnt investment managers ("Managers”) selected by the Investment Manager (as
defincd n this Memorandum) See "INVESTMENT STRATEGIES"

THIS IS A PRIVATE PLACEMENT MADE ONLY BY DELIVERY OF A COPY OF THIS
MEMORANDUM TO THE OFFEREE WHOSE NAME APPEARS HEREON THE OFFERING IS
MADE ONLY TO OFFEREES THAT ARE (I) PARTICIPATING ENTITIES (AS DEFINED IN THIS
MEMORANDUM), AND (II) EITHER ACCREDITED INVESTORS (AS DEFINED IN RULE 501 OF
REGULATION D PROMULGATED BY THE SEC UNDER THE 1933 ACT) OR SOPHISTICATED
INVESTORS (AS DEFINED IN THIS MEMORANDUM)

PURCHASE OF [HESE SECURITIES INVOLVES CERTAIN RISKS  SEE "RISK
FACTORS"

CONFLICTS OF INTEREST BETWEEN THE INVESTMENT MANAGER AND THE
INVESTMENT FUND MAY ARISE IN VARIOUS CIRCUMSTANCES SEE "CONFLICTS OF
INTEREST”

THERE IS NO PUBLIC MARKET FOR THE UNITS OFFERED PURSUANT TO THIS
CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM ("MEMORANDUM") A
PARTICIPATING ENTITY (AS DEFINED IN THIS MEMORANDUM) MAY, HOWEVER,
WITHDRAW TROM THE INVESTMENT FUND AND RECEIVE PAYMENT FOR THE
PARTICIPATING ENTITY'S UNITS AS SPECIFIED IN THE AGREEMENT OF TRUST
ESTABLISHING TIHE MASTER INCOME-PLUS GROUP TRUST (AS AMENDED, THE “GROUP
TRUST AGREEMENT"), A COPY OF WHICH IS ANNEXED HERETO AS EXHIBIT "A"

THE SECURITIES AND EXCHANGE COMMISSION ("SEC") HAS NEITHER PASSED
UPON THE MERITS OF PARTICIPATING IN THE INVESTMENT FUND OR GROUP TRUST NOR
THE ADEQUACY OR ACCURACY OF THIS MEMORANDUM ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE IT IS ANTICIPATED THAT THE OFFERING AND SALE
OF THE INTERESTS WILL BE EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT
OF 1933, AS AMENDED ("1933 ACT") AND THE VARIOUS STATE SECURITIES LAWS AND
THAT NEITHER THE INVESTMENT FUND NOR THE GRGUP TRUST WILL BE REGISTERED
AS AN INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT OF 1940, AS
AMENDED (THE “INVESTMENT COMPANY ACT") PURSUANT TO AN EXFMPTION
PRO\ IDED BY SECTION 3(c)(1) THEREUNDER

NO RULINGS HAVE BEEN SOUGHT FROM THE SERVICE WITH RESPECT TO ANY
TAX MATTERS DISCUSSED IN THIS MEMORANDUM, EXCEPT THAT THE INVESTMENT
MANAGER HAS RECEIVED A FAVORABLE DETERMINATION LETTER FROM THE SERVICE
THAT THE GROUP TRUST IS A "GROUP TRUST" UNDER REVENUE RULING 81-100
PROSPECTIN E PARTICIPATING ENTITIES TO WHICH THIS MEMORANDUM IS DELIVERED

0]
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("OFFERFES") ARE CAUTIONED THAT THE VIEWS CONTAINED HEREIN ARE SUBJECT TO
MATERIAL QUALIFICATIONS AND SUBJECT TO POSSIBLE CHANGES IN REGULATIONS BY
THE SERVICE OR BY CONGRESS IN EXISTING TAX STATUTES OR IN THE
INTFRPRETATION OF EXISTING STATUTES AND REGULATIONS

OFFEREES ARE NOT TO CONSTRUE THE CONTENTS OF T1HIS MEMORANDUM AS
LEGAL, TAX OR INVESTMENT ADVICE OFFEREES SHOULD REVIEW THE PROPOSED
TRANSACTIONS WITH THEIR OWN COUNSEL, ACCOUNTANT, BUSINESS AND TAX
ADVISOR ON WHOSE OPINIONS THEY SHOULD RELY A REPRESENTATION TO THAT
EFFECT IS REQUIRED TO BE MADE BY EACH OFFEREE ACQUIRING UNITS

THE INVESTMENT MANAGER RESERVES THE RIGHT TO REFUSE ANY
SUBSCRIPTION ON THE BASIS OF ANY OFFEREE'S FAILURE TO MEET THE SUITABILITY
CRITERIA DESCRIBED HEREIN OR FOR ANY OTHER REASON EACH OFFEREE WILL BE
REQUIRED TO REPRESENT THAT THE OFFEREE IS ACQUIRING THE UNITS FOR THE
OFFEREE'S OWN ACCOUNT, FOR INVESTMENT PURPOSES ONLY, AND NOT WITH ANY
INTENTION OF DISTRIBUTION, RESALE OR TRANSFER OF THE UNITS, EITHER IN WHOLE
OR IN PART, AND NO DISTRIBUTION, RESALE OR TRANSFER OF THE UNITS WILL BE
PERMITTED EXCEPT IN ACCORDANCE WITH THE PROVISIONS OF THE 1933 ACT, THE
RULES AND REGULATIONS THEREUNDER, ANY APPLICABLE STATE SECURITIES LAWS (
AND THE TERMS AND CONDITIONS OF THE GROUP TRUST AGREEMENT FURTHER, EACH ‘
OFFEREE MUST REPRESENT AND WARRANT [HAT THE OFFEREE HAS READ THIS }
MEMORANDUM AND IS AWARE OF AND CAN AFFORD THE RISKS OF AN INVESTMENT IN 0
THE INVESTMENT FUND FOR AN INDEFINITE PERIOD OF TIME THIS INVESTMENT IS .
SUTTABLE ONLY FOR OFFEREES WHO HAVE ADEQUATE MEANS OF PROVIDING FOR
THEIR CURRENT AND FUTURE NEEDS AND CONTINGENCIES, AND HAVE NO NEED FOR 1

J

-;ur-—-lh—="-

LIQUIDITY IN THIS INVESTMENT SEE "SUITABILITY REQUIREMENTS"

NO OFFERING LITERATURE OR ADVERTISING IN WHATEVER FORM SHALL BE |
EMPLOYED IN THE OFFERING OF UNITS EXCEPT FOR THIS MEMORANDUM k
1

EACH OFFEREE AND REPRESENTATIVE(S) OF OI'FEREES, IF ANY, ARE INVITED TO
ASK QUESTIONS AND OBTAIN ADDITIONAL INFORMATION FROM THE INVESTMENT
MANAGER CONCERNING THE TERMS AND CONDITIONS OF THE OFFERING, THE
INVESTMENT FUND, THE GROUP TRUST, AND ANY OTHER RELEVANT MATTERS )
(INCLUDING BUT NOT LIMITED TO, ADDITIONAL INFORMATION TO VERIFY THE i
ACCURACY OF THE INFORMATION SET FORTH HEREIN) TO THE EXTENT THE
INVESTMENT MANAGER POSSESSLS SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT
UNREASONABLE EFFORT OR EXPENSE OFFEREES OR THEIR REPRESENTATIVES HAVING |
QUESTIONS OR DESIRING ADDITIONAL INFORMATION SHOULD CONTACT 1IP 1
JE ANNERET ASSOCIATES, INC, 100 EAST WASHINGTON STREET, SYRACUSE, NEW YORK |
13202, TELEPHONE NO (315) 478-2770 AND FACSIMILE NO (315) 478-3043 “

{
THIS MEMORANDUM CONTAINS SUMMARIES, BELIEVED BY THE INVESTMENT '
MANAGER TO BE ACCURATE, OF CERTAIN TERMS OF CERTAIN DOCUMENTS, BUT X
REFERENCE IS HEREBY MADE TO THE ACTUAL DOCUMENTS (COPIES OF WHICH ARE 1
ATTACHED HERETO OR ARE AVAILABLE FROM [HE INVESTMENT MANAGER) FOR
COMPLETE INFORMATION CONCERNING THE RIGHTS AND OBLIGATIONS OF THE
PARTIES THERETO, AND ALL SUCH SUMMARIES ARE QUALIFIED IN THEIR ENTIRETY BY
THIS REFERENCE ALI. DOCUMENTS RELATING TO THIS PRIVATE PLACEMENT WILL BE
MADE AVAILABLE TO THE OFFEREE AND THE OFFEREE'S REPRESENTATIVES UPON
REQUEST NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY REPRESENTATIONS OR
FURNISH ANY INFORMATION WITH RESPECT TO THE INVESTMENT FUND, THE GROUP !
TRUST OR THE UNITS OTHER THAN THE REPRESENTATIONS AND INFORMATION SET :

e

{1
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FORTH TN THIS MTMORANDUM OR OTHER DOCUMENTS OR INFORMATION FURNISHED
BY THE INVESTMENT MANAGER UPON REQUEST, AS DESCRIBED ABOVE

THE INFORMATION CONTAINED HEREIN IS GIVEN AS OF THE DATE HEREOF AND
THIS MEMORANDUM DOES NOT PURPORT TO GIVE INFORMATION AS OF ANY OTHER
DATE NEITHER THE DELIVERY OF THIS MEMORANDUM NOR ANY SALES MADE
HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE AN IMPLICATION THAT

THERE HAS BEEN NO CHANGE IN THE MATTERS DISCUSSED HEREIN SINCE THE DATE
HEREOF

THIS MEMORANDUM IS SUBMITTED IN CONNECTION WITH THE PRIVATE
PLACEMENT OF UNITS AND MAY NOT BE REPRODUCED OR USED FOR ANY OTHER
PURPOSE ANY DISTRIBUTION OF THIS MEMORANDUM IN WHOLE OR IN PART, OR THE
DIVULGENCE OF ANY QOF ITS CONTENTS, IS UNAUTHORIZED THE OFFEREE, BY
ACCEPTING DELIVERY OF THIS MEMORANDUM, AGREES TO RETURN THIS
MEMORANDUM AND ALL ENCLOSED DOCUMENTS TO THE INVESTMENT MANAGER IF
THE OFFEREE DOES NOT PURCHASE ANY UNITS

FOR RESIDENTS OF ALL STATES

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY
ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY
OR DETERMINED THE ADEQUACY OF THIS DOCUMENT ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE

THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER
THE 1933 ACT AND THE APPLICABLE STATE SECURITIES LAWS, PURSUANT TO
REGISTRATION OR EXEMPTION THEREFROM INVESTORS SHOULD BE AWARE THAT
THEY WILL BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN
INDEFINITE PERIOD OF TIME

(1)
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SUMMARY OF THE OFFERING

The sollowing 1s only a summary of the information contained in this Memorandum and
1s quabfied in 1ts entirety by other information contained 1n this Memorandum and by the Group Trust
Agreement and Adoption Agreement Offerees should read the enuire Memorandum, Group Trust
Agreement and Adoption Agreement carefully before making any mnvestment decision regarding the
Investment Fund and should pay particular attention to the information under the headings "RISK
FACTORS" and "CONTLICTS OF INTEREST' In addition, Offerees should consult their own advisors
in order to potentially mcrease their understanding of this investment

The Investment Fund  The Income-Plus Investment Fund ("Investment Fund") was created on
Dccember 15, 1993 as an mvestment entnty of "The Master Income-Plus
Group Trust”, a tax-exempt "Group Trust” under Internal Revenue Ruling
81-100 The purpose of the Investment Fund 1s to pool mvestment assets of
certamn qualified pension plans and other quahfied entities (see "Eligibliny”
below) to be managed by a number of Managers sclected by the Investment
Manager that utihze hedging and arbrtrage strategies See "INVESTMENT
STRATEGIES" The Investment Fund was designed to offer mvestors the
benefits that result from the management of a large pool of assets, such as
diversification, tconomes, and access to managers and strategies that,
otherwise, would not be available

Im estment Objective The Investment Funds objective 1s to seek consistent-returns substantially
higher than the risk-free rate of return (1 e, Treasury Bills), while attempting
to mummize risk (1 €, return volatihty) There can be no assurance that the
Investment Fund will achieve its objective. It 1s the mntention of the
Investment Manager to allocate assets of the Investment Fund such that they
are Teasonably diversified with regard to both Managers and hedging and
arbitrage strategies See "INVESTMENT STRATEGIES® Such diversification
mmnimuzes the potential adverse risk that a single Manager or strategy may
have relative to the total return of the Investment Fund In addition, all
Managers will be subjcct to intial and ongomg due dihgence with regard to
their business and 1nvestment strategy implementation and results

Enyvestment Manager J P Jeanneret Associates, Inc, a New York corporation orgamzed mn 1988,
has been the mnvestment manager of the Investment Fund since the inception
of the Investment Fund The Investrnent Manager 15 a registered investment
adviser under the Adwisers Act The Investment Manager 1s the "mmvestment
manager" for the Group Trust and Investment Fund within the meamng of
Section 3(38) of the Employee Retwement Income Secunity Act of 1974, as
amended ("ERISA")  The Investment Manager 1s also a Quahfied
Professional Asset Manager ("QPAM") The Investment Manager has sole
and complete authority to manage the Investment Fund's assets See
"MANAGEMENT OF THE INVESTMENT FUND - The Investmen
Manager"

Advisor The Investment Manager has retamned Ivy Asset Management Corp, a
wholly owned subsidiary of The Bank of New York Company, Inc
("Advisor”), to consult with regarding the idennfication of potential
Managers, due diligence, Manager selecuon, portfolio 2llocation and re-
balancing, and to prowvide certan adrmumstrauve, back-office and other
general support services See  MANAGEMENT OF THE INVESTMENT
FUND ~ The 4dvisor”
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Trustce

Elgibility

Mimnimum Investment
and Adossion of
Participating Entities

A gthdraw al

Custodial Trust Company ("Trustee") 1s an FDIC insured New Jerscy bank
based in Princeton, New Jersey The Trustee commenced operations i 1985
and holds 1n excess of $94 billion 1n unaffiliated and affiliated customer
assets The Trustee’s customers include public and private pension funds,
mutual funds, banks and insurance compames The Trustee’s busmess focus

1s purely institutional  See "MANAGEMENT OF THE INVESTMENT FUND
— The Tiustee®

Umts may be purchased only by (heremn referred to individually as a
"Participating Entity" and collectively as "Participating Entiies") an entity
that 15 (1) a pension or profit shaning trust which by quahfymg under the
Internal Revenue Code of 1986, as amended (the "Code") Section 401(a) 1s
exempt from taxation under Code Section 501(a}, (2) a plan or governmental
umt described m Code Sections 401(a)(24) and 818(a)(6), or (3) an
individual retirement account exempt under Code Section 408(¢) In
addinon, Umits may only be purchased by Participating Entities which
qual.fy as esther Accredited Investors or Sophisticated Investors, provided
that Units have not been and will not be sold to more than 35 Sophisticated
Investors (calculated as the aggregate number of Sophisticated Investors that
have purchased Umts as of the date the Investment Fund commenced
operauons) See "SUITABILITY REQUIREMENTS"  The Investment
Manager may, n 1ts sole discretion, reject any subscription for any reason

The Investment Fund 1s offering an unlimited number of Units, each Umt to
be sold at 1ts Umt Net Asset Value (as defined m thus Memorandum) on the
relevant Valuation Date (as defined m this Memorandum) The required
mmimum aggregate subscriphion for Umits 1s $1,000,000 (although the
Investment Manager has discretion to accept lesser amounts) Both whole
and fractional Umnits will be sold The Investment Manager expccts that
addiional Participating Entines wall be admutted, and additional
subscriptions  from existing Participating Entines will be acccpted,
throughout the term of the Investment Fund Subscriptions generally will be
accepted as of the first Busmness Day (as defined i this Memorandum) of
each calendar quarter and at such other times as determined by the
Investment Manager (each such date being an "Opening Date") The
purchase price (the "Offenng Price™) for a Umt on an Opermung Date will be
tne Unit Net Asset Value on the mmymediately preceding Valuation Date
There 15 no mimimum or maximur aggregate zmount of funds which may be
mvested m the Investment Fund The term "Business Day” means any day
on which secunuies are traded on the New York Stock Exchange

Unless otherwise determined by the Investment Manager m 1ts sole and
absolute discreuon (wiich deterrunation can be made on a Participating
Entty basis), withdrawal of Units by a Participating Entity may be made as
of the close of busmess in New York on the last Business Day of March,
June, September and December of each calendar year (each a "Withdrawal
Date") upon at least 60 days prior written notice to the Investment Manager
and at the Value per Unit on the Withdrawal Date, less the Management Fee

The Investment Manager 1s authorized 1o require any Participating Entity to
withdraw all or any of 1ts Units at any time and for any reason upon notice to
the Parucipating Enuty  All w tharawals will be paid as promptly as

-B.
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reasonably practicable after the Withdrawal Date, subject to the Investment
Manager's night to defer payment i:n certain limited circumstances See
"FINANCIAL SUMMARY OF THE OFFERING"

Management Fee The Investment Manager shall receive a quarterly management fee (the
"Management Fee") equal to 03125% of the Investment Fund Net Asset
Value (as defined in this Memorandum) at the end of each calendar quarter
The Management Fee will be calculated and accrued montnly and paid
quarterly 1n arrears (calculated, however, without reduction for the
Management Fee atmbutable to such calendar quarter) A pro rata
Management Fee will be charged on any amounts permutted to be invested

and redeemed during any calendar quarter See "FINANCIAL SUMMARY
OF THE OFFERING - Management Fee"

Expenses The Investment Fund will pay the fees and eapenses of the Custodial Trust
Company (the "Trustee"), legal, auditing, accounting and all other operating
and administrative expenses, mcluding tax on unrelated business taxable
mcome ("UBTI"), if any, and eapenses incurred m connection with the offer
and sale of units of the Investrnent Fund See "FINANCIAL SUMMARY OF
THE OFFERING - Expenses"

Distributions The Investment Fund currently does not expect to make any distributions to
the Participating Entities, except pursuant to requests for withdrawal and
upon termunation of the Investmeat Fund Investment Fund income and
gains are automatically reinvested

Assignment and
Transfer of

Units Units are not assignable or transferrable There 15 and will be no public or
private market (primary or secondary) for the Units

Certain Federal Incoroe

Tax Aspects
The Group Trust 1s intended to meet the requirements of an exempt group
trust within the meaning of Revenue Ruling 81-100, IRB 1981-13, 1n which
event the Investment Fund will not be subject to Federal sncome taaation and
an eligible Participating Entity's tax-eaempt status will not be affected vy its
nvestment in the Investment Fund See "INCOME TAX ASPECTS"

Rusks An mvesment 1n the Investment Fund involves vanous nsks  Sec "RISK
FACTORS"

Reports to

Participating Entities Each Parncipating Enuty will recerve (1) annual audited financial statements
and tax mnformation as may be required, and (1) unaudited quarterly financial
statements (other than the quarter ending December 31)

Auditor Margohn, Winer & Evens LLP

Attoroevs Bryan Cave LLP

How to Subscribe Offerees mterested 1 acquiring Units are required to complete and eaecute

the Adoption Agreement and the Participating Entity Information Statement

and return such documents o the Investment Manager at least fifteen (15)

days prior to the relerant Openmng Date  Under the terms of the Adoption
-C-
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Agreement an Offeree must pay 100% of the Offeree's subscription on or
prior to the relevant Opening Date by wire transfer of immed:ately available
funds, or by check, subject to coillection, payable to "The Master Income-
Plus Group Trust”, in accordance with the instructions set forth i ths
Memorandum 1n the section entitled "SUBSCRIPTION PROCEDURES"

.D.
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INTRODUCTION

Income-Plus Investment Fund, a 1ax-exempt fund ("Investment Fund"), has been formed
by the Investment Manager (as defined m this Memorandum) to pool certam of the assets of certain
qualifying employee pension and profit shanng plans or certam other entines, including exempt
individual retirement accounts, all of which are either Accredited Investors or Sophisticated Investors
(collecuvely "Participating Entsties") for investment purposes only The Investment Fund was established
on December 15, 1993 pursuant to The Master Income-Plus Group Trust ("Group Trust") The Group
Trust was formed on February 23, 1993 pursuant to an Agreement of Trust-Establishing The Master
Income Plus Group Trust, as amended by the First Amendment to Agreement of Trust Establishing the
Master Income-Plus Group Trust dated as of November 1, 2003 ("Group Trust Agreement") between the
Trustee and the Investinent Manager The Trust Agreement prowvides that the Investment Manager may
establish additional mvestment funds by executing and dehvenng to the Trustee a Declaration
Establishing Investment Fund under the Group Trust ("Declaration”) The Investment Fund is a group
trust fund established by the Investment Manager pursuant to such a Declaration The Investment
Manager reserves the right, mn its sole and absolute discretion, to convert, at any time, the Invesiment
Fund mto a "master-feeder" structure

The Investment Manager, together with the Advisor (as defined n this Memorandum),
have 1dentified a number of hedging and arbitrage strategies utihzed by Managers with whom the
Investment Manager ntends to invest substantially all of the assets of the Investment Fund These
Managers, either through directly-managed accounts or through their own investment limited partnership,
limted Liability company or corporation within which the Investment Fund would participate, employ
varying Investment styles and strategies  Such styles and strategies include absolute return/market
peutral, long-short equity, event dnven/special situattons, and other multiple strategies  Future
mvestments may also be made with Managers employing other hedging and arbitrage strategies mvolving
stocks, bonds, options on stocks and other financial nstruments ‘While 1t 1s anticipated that a substantial
portion of the assets of the Investment Fund will be mvested with Managers recommended to the
Investment Manager by the Adwisor, all decisions regarding the mvestment, maintenance and withdrawal
of Investment Fund assets will be made by the Investment Manager 1n its sole and absolute discretion In
addition, the Investment Manager may directly manage up to ten (10%) percent of the assets of the
Investment Fund

The Investment Fund's objective 15 to seek consistent returns substantially higher than the
nsh-free rate of reurn (1e  Treasury Bills) while attempung to rmnimuze risk (1€ return volaulity)
There can be no assurance that the Investment Fun@ will achieve 1ts objective. It 1s the intenuon of
the Investment Manager to allocate assets withun the Investment Fund such that they are reasonably
diversified among different Managers and mvestment strategies, 1n order to mimmize the nsk of one
strategy adversely affecting the overall mvestment reurn  However, hedging and arbitrage strategies are
generally not intended to profit by taking "market nsk" The Investment Manager behieves that the
objecuve of consistent capial growth can be actueved with diversified asset management utilizing
hedging and arbitrage strategies and employing managers utibizing the same or vaned strateges that seek
to profit from pncing inefficiencres

The Investment Manager has determmed that there are vanous nedging and arbitrage
managers aiailable to clients with lugh net worth, or managers which require large mimimum accounts
under management or large investments 1o the imvestment vehicles they control, which are not available 1o
some pension and profit shaning plans and indivndual returement accounts  Also the Imvestment Manager
recogmzes the benefits of diversification of assets of such entities amonyg several hedging managers and
the econormes that can be realized from management of a large pool of assets i the Investment Fund
Tne Investment Manager believes that satisfactory rates of return can be achieved on a consistent basis
through arous hedging and arbirage strategies, which have been tnoroughly researched by the
Investment Manager and 1ts Advisor, Ivy Asset Managemem Corp  As such the Investment Manager
beheves that the Investment Fund represents 4 vehicle for achieverent of relatively consstent higher

-1.
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rates of return on pension and profit shanng plans and ind;v.dual retirement accounts from year to year
than the risk-free rate of return (1 e Treasury Rills)

J P Jeanneret Associates, Inc , with an address at 100 East Washington Street, Syracuse,
New York 13202, 15 the :nvestment manager ("Investment Manager") The Investment Manager (and 1its
predecessor) has been registered as an imvestment advisor under the Investment Advisers Act of 1940, as
amended ("Adwvisers Act") since 1974 and 1s the “investment manager” for the Group Trust and
Investment Fund within the meaning of Section 3(38) of the Employee Retirement Income Securnity Act
of 1974, as amended ( ERISA ) The Investment Manager 1s also a Qualified Professional Asset
Manager ("QPAM") The Investment Manager provides mvestment advice with respect to over $500
million 1 assets Dr John P Jeanneret and Paul L Perry are the sole shareholders of the Investment
Manager Dr Jeanneret serves as its chief executive officer and, together with Paul L Perry, 1s a director
of the Investment Manager

The Investment Fund 1s offering Units 1n a private placement pursuant to Section 4(2) of
the 1933 Act and Rule 506 of Regulation D promulgated thereunder by the SEC  The Units will be sold
by the Investment Manager and w1ll be continuousty offered in the sole discretion of the Investment
Manager No selling commission will be charged The imitial subscription by any Offerce 1s $1,000,000,
however, the Investment Manager may, mn 1ts sole discretion, watve the foregomng minimum purchase
requirement  There are no mimmum orf maximum amounts that may be mvested by all of the
Participating Enoues in the Investment Fund, in the aggregate Existing Participating Entities may
subscribe for additional Units of any amount and prospective Participating Entines will be required to
purchase at least $1 000 000 of Unuts, however, the acceptance of any additional or new subscription 1s at
the sole discretion of the Investment Manager Units may be purchased only by Offerees that are (1) 2
pension or profit sharing trust which by quahfying under Code Secuon 401(a) 15 exempt from taxation
under Code Section 501(a), (2) 2 plan or governmental umt described in Code Sections 401(a)(24) and
818(a)(6), or (3) an individual retirement account exempt under Code Section 408(¢) In addition, Umts
may only be purchased by Participating Lntes which quahfy as either Accredited Investors or
Sophisticated Investors, provided that Umts have not been and will not be sold to morc than 35
Sophisticated Investors (calculated as the aggregate number of Sophisticated Investors that have
purchased Units as of the date the Investment Fund commenced operafions) See "SUITABILITY
REQUIREMENTS" The Investment Manager may, 1n 1ts sole discrenon, reject any subscription for any
reason

The Investment Fund's fiscal year ends December 31 After the end of each fiscal year,
audited financial statements for the year ("Audited Financial Statements") will be prepared by the
Investment Fund, audited by the Investment Fund's mdependent certified public accountants, and will be
distributed to each Participating Entity The Participating Entities will also recerve unaudited quarterly
financial statements ("Unaudited Quarterly Statements") from the Investment Fund after the end of each
calendar quarter (other than the calendar quanter ending December 31) indicating the Investment Fund
Net Asset Value

Neither the Investment Fund no- the Group Trust 1s registered 2s an mnvestment company
and neither 1s subject to the provisions of the Investrnent Company Act, 1n rehance upon an exemption for
an enuty which does not have more than one hundred (100) beneficial owners of its secunties
Accordingly, the Invesiment Fund will imnt the number of purchasers of Umts

The Investment Manager has engaged Ivy Asset Management Corp, a wholly-owned
subsidiary of the Bank of New York Company, Inc (tne “Advisor"), to consult with the Investment
Manager 1n selecting 2nd momtoring the Managers and to provide certamn admmmstrauve, back-office and
other general support The engagement agreement between the Investrnent Manager and the Adwisor runs
to December 21 2005 on which datc 1+ 1s automatically renewable thercafier on a vear to year basis unless

P 8
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cancelled by erther party on at least 90 days wntten nouce, duning 2005, the final year of the engagement,
or dunng any subsequent calendar year 1f apphcable

Under the engagement agreement, the Advisor has agreed, with respect to the Investrnent
Manager's management of the assets of the Investment Fund, to (1) research, evaluate and meet with
potential investment managers of the assets of the Investment Fund, (11) make recommendations to the
Investment Manager that 1t invest assets of the Investment Fund with certain investment managers by
investing 1n mmvestment velcles operated by such investment managers and/or by opening up directly-
managed accounts with such investment managers, and (11) monitor, evaluate and assess performance of
mvestment managers that are managing assets of the Investment Fund and to make penodic
recommendations to Investment Manager with respect to such performance All advice provided by the
Advisor shall be made solely to Investment Manager and all decisions regarding assets of the Investment
Fund are made by the Investment Manager 1 1ts sole and absolute discretion

The Adwvisor 1s registered as an investment adviser under the Advisers Act The Adwisor
1s also registered as a commodity pool operator ("CPQO") and as a commodity wading advisor { CTA )
pursuant to the Commodity Exchange Act As of March 1, 2003 the Advisor managed in excess of $6 2
bitlion of mvestor capral

The Bank of New York Company, Inc, a financial holding company (“BNYCo"), 1s the
sole owner of the Advisor The Bank of New York 1s the world’s largest custodian bank with $7 8 tnllion
1n assets under custody as of June 30, 2003

The Trustee 1s an FDIC-insured commercial bank located in Princeton, New Jersey, and
15 wholly-owned by The Bear Stearns Companies Inc  The Trustee commenced operations in September
1985 The Trustee holds, as custodian or trustee, over $94 billion of assets for institutional clients and
affiliated entihes The Trustee’s customers include public and private pension funds, mutual funds,
endowments and msurance companies The Trustee has over $140 million of capatal
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INVESTMENT STRATEGIES

The Investment Fund seeks consistent returns substantially higher than the nsk-free rate
of return (1 e , Treasury Bills) while attempting to munimize nsk (1 € , return volatihty) There can be no
assurance that the Investment Fund will achieve its objective.

The Investment Manager and the Adwisor have and will continue to research, select and
monttor the Managers that employ the varying strategies and techmiques descnibed below  The
Investment Manager and the Adwisor begin the sclection process by identifying Managers which have
achieved above-average returns through different market cycles Good performance in adverse markets 1s
given greater weight than good performance n favorable markets Consistency of performance 1s an
ymportant factor The Investment Manager and the Adwisor reduce the list of prnime candidates to those
within the specified mvestment strategies which have performed well The Investment Manager and the
Advisor engage 1n further investigation 1n order to vahdate the results shown and where possible to judge
the Managers' adherence to their stated strategies The Investment Manager and the Advisor take into
account the quality of the Managers, their expertise and expenence, their nsk posture, as well as
measunng therr communications and reporting The allocation of Investment Fund assets by the
Investment Manager 1s intended to minimize overall Investment Fund rnisk while maximizing the ability 1o
achieve profits Neither debt nor margin 1s employed by the Investment Fund However, individual
Managers may ernploy debt or other leverage The Investment Mamager does not mmend to engage
Managers which nvest in commodities, futures on commodities, currencies or speculative investments,
except where certzin Managers engage i such investments for hedging purposes

The Investment Fund's Managers, whether through limited parmerstups, hmited habihty
companies or corporations n which the Investment Fund invests or in connection with directly managed
accounts, have complete discrenon to purchase and sell securities for the respective partnership, Iimited
hability company, corporation or managed account, subject to any hritations set forth 1n the respective
limited parmershup, limted 1iability company, corporate or managed account agreements  All assets of
the Investment Fund mcluding, but not limited to, the hmited partnership interests the Investment Fund
acquires m investment limited partnerships, the membership interests the Investment Fund acquires 1n
limuted liability companies, the shares of common stock the Investment Fund acquires in mvestment
corporations and each managed account, are m the name of the Investment [Fund

]

The Investment Manager, 1n order to balance nisk and reward, and taking into account the
status of the Participating Entities, has established a number of general policies  First 1s the employment
of strategies that meet the objectives of the Investment Fund Generally, such strategies include absolute
return/market neutral, long-short equity, event driven/special situations, and other multiple strategies
The Investment Manager has and will invest with those Managers who, within each strategy, have the
greatest hikehthood of achieving anticipated returns  The Investment Manager will assess the overall nsk
of all of the mvestments 1t makes by examming the individual nsks and the cross-correlation of nisks
among each of those Managers

Market Neutral and other absolute value return strategies atiempt to profit from pricing
mefficiencies mn vartous markets, mcluding stocks and bonds, domestic and overseas The investment
manager's goal 15 to profit without taking directional market nsk  This 1s generally accomplished by
purchasing an undervalued secunty, or selling short an overvalued secunity, which 1s hedged through an
offsetting position in a secunty that has oppostte charactenstics  Therefore, profitability 1s not dependent
upon the nse 1n price of markets or specific secunities, but, mstead, through the change 1n the relationship
of the two (2) securties

In class'c arbitrage, profits are made from the simultaneous tradmg of the same
mstrument m different markets The hedging and arbitrage strategies employed by the investment
manager are more LompleX, mmvolving mstruments that hase mherent relationships to one another The
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mvestment manager will take advantage of the market's mispncing of related 1ssues, purchasing the
undervalued while seilhing the overvalued

The Managers with whom Investment Fund assets have and will be invested, may be
engaged in several different types of Market Neutral strategies, including the following

A Convertible Hedging Convertible hedging involves the simultaneous purchase
and short sale of issues of the same corporation The investment manager purchases the
undervalued 1ssue and sells short the overvalued 1ssue  Often, the hedge involves the purchase of
a convertible bond 1ssued by a corporation and the short sale of that corporation s common stock
The convertible bond generally has a ligher rate of return, carnes the corporation's legal
obhgation to redeem at a pre-determuned future date, and places 1ts owner 11 a higher legal
standing, as creditor, than the shareholders, should problems arise with the corporation
Therefore, the convertible bond should retain a larger percentage of its value than the common
stock when share prices are falling, while retaining the ability to increase in value as the common
stock prnice nses toward, and above, the conversion price The mmvestment manager would
purchase the bond when 1ts "premuum", the excess of its price over the conversion value, 15
relatively low  If the common stock pnice were to dechine, 1t would likely fall at a greater
percentage than the bond If the common stock price were to nse, the price of the convertible
bond would likely increase as well Since there 15 a difference 1n amphitude between the relative
increases 1 price, hedges are generally established at less than one hundred (100%) percent

Convertible hedging activities may involve convertible bonds convertible preferred
stock, warrants and rights In many instances, options on stocks, including puts and calls, may be
utilized

Among the nisks involved are credit deteroration of the bond purchased in convertible
bond hedging The corporation 1ssuing the bond may become msolvent and no longer able to pay
interest, and may place the maturity value of the bond 1n jeopardy A premium 1s generally pad
to purchase the convertible bond, and 1t may disappear due to forced conversion of the bond due
to a call of the bond by the 1ssuer, or due to a takeover that accelerates the matunty of the bond
Interest rate nisk also exists, wheremn nsing interest rates reduce the value of the stream of
payments to be received from the fixed income wnstrument Since Managers may engage .n short
selling, they must be able to borrow the shares needed to deliver the necessary stock

B Basis and Spread Trading Basis and spread trading attempts to take advantage
of muspricing between related securities  Basis wading nvolves assessing the difference between
the futures and the cash market for a specific commodity, financial or stock market index Spread
trading can nvolve regulated futures, where the pricing of different months 1s out of ahgnment
It can also nvolve options, including puts and calls for diffenng stnke prices and differing
months The imvestment manager will purchase the relatively undervalued side of the spread and
simultaneously sell short the relatvely overvalued side The investment manager will close both
positions when much, if not all, of the pnicing discrepancy disappears

As part of the investment manager's calculations, the investment manager will dctermine
the probable profit and loss given vanous scenarios These will include an extreme nise and/or
fall 1n the price of the underlying stock or commodity The investment manager will establish a
hedge that nullifies, as much as possible, the nisk of loss due to pnce changes The goal 15
capturing the price discrepancy over time

Spread trading may also wnvolve the use of stock index options and futures and a "market
basket" of secunties The market basket 1s created to replicate, as nearly as possible, the
underlying stocks which are used to calculate the stock index When the futures are underpniced,
trading at a discount to their calculated value, they will be purchased while the market basket will
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be sold short When the futures are overpriced, they will be sold while the market basket 15
putchased The goal 1s capturing the differential in pricing

Basis trading mnvolves the use of financial futures and seeks to capture the yweld
discrepancies between futures of Treasury Bills, Treasury Bonds and Government-backed
mortgages, and their respective actual instruments Where a igh return 1s mdicated by the
muspniemg of a futures contract, the mvestment manager will simultaneously take an opposite
position regarding the deliverable secunty The nvestment manager will arrange for any
financing that 1s required, and expect that over tme the discrepancy wll be captured as profit

Among the nisks 1nvolved i spread wrading are hquidity and execution Liquidity nisk
anses 1 spread trading particularly where the instruments utilized are thunly traded An
umbalance of sellers and a lack of buyers would force the price of such instruments to low levels,
even below what the nvestment manager deems to be "fair" value See "RISK FACTORS-Market
Risks-Liquidity"  Execution nisk occurs when only one side of the paired transaction 1s executed
The nvestment manager may not be able to complete the other side and therefore would fail 10
"lock 1n" the favorable spread

Spread trading does not entail "convergence" in that the mstruments involved need not
move 1o the exact same price Since spread trading mnvolves related 1ssues, there 1s the nisk that
the relationship spread widens instead of narrowimng, and the spread trader may choose, or be
required, to abandon the wade at a loss  There 1s also tracking nisk, wheren the related securities
do not properly correlate  After establishing trades involving other parties there may also be
counterparty risk, the nsk that one of the parties to the transaction may fail to deliver on 1ts
obligation

C Conversions and Reversals Conversions mvolve the purchase of a stock hedged
by a combmation of a call and a put which ts the equivalent of the short sale of that stock
Reverse conversions mvolve the short sale of a stock hedged by a combination of a call and a put
which 1s the equivalent of the purchase of that stock Profit from conversions and reverse
conversions 1s based upon the price discrepancies between the put, call and common stock In
addition, profit 1s enhanced by the difference between the potential return and the current rate of
mterest By parchasing stock, and hedging with options, the hedger 1s lending money and
expecting to make more money on the loan than the cost of the conversion By sellng stock, the
hedger becomes a borrower and expects to earn more money on the reverse conversion than he
will be charged

D Long/Short Fquities Trading Long/short equities trading may involve the
purchase of relatively undervalued equities offset by the short sale of relatively overvalued
equities One form of such trading mvolves different classes of a company’s stock These
include voting and non-voting stock of the same company, which generally have a hystonical
pricing relationship, and a hgh covanance, with each other Another form of such trading
mcludes the purchase of a company’s stock 1n "local" or "foreign” shares, offset by a short sale of
the other The mvestment manager attemnpts to take advantage of a musahignment of the historical
precing relanionstup between these securities

Another form of long/short equities trading may nvolve the purchase of securities within
a particular industry and the short sale of securihes within that same industry The investment
manager attempts to reduce the industry nisk, and, therefore, much of the market nisk of general
price movements The investment manager’s analysis 1s based on the ments of each indivnidual

security, purchasing one the investment manager deems undervalued, while selling short one the
investment manager deems overvalued
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Long/short equities trading also includes the purchase of a basket of secunties deemed
urdervalued, while concurrenily selling short a basket of secunties deemed overvalued The
mvestment manager attempts to create two baskets of secunties that have common charactenistics
in order to reduce general market and other exogenous risks The investment manager’s long
secunties tend, however, to have supenor charactenistics, while the investment manager’s short
securities tend to have what the investment manager deems to be infenor charactensncs Profits
are denived from individual stock selection, and the rebate of interest received on short sale
proceeds, while market risk 1s reduced

Among the risks involved in long/short equities trading 1s tracking risk, wherein the
related secunities do not properly correlate  Also, since the secunties held long may have
differing charactenstics than those sold short, there 1s the risk that events may impact one side
more than the other Where the investment manager 15 short stock, there 1s the risk that the stock
15 "bought in"

E Special Situations Investing  Special Situations Investing involves the purchase
or sale of secunties of companies undergoing a significant change This change may consist of
new management, new technology, or new corporate structure  Special Situations may also
involve companies that are divesting themselves of divisions (spin-offs), acquinng other
companies, the object of an acquisinon, undergoing a restructuring under bankruptcy, or are
involved in other extraordinary events One type of event-driven investing 1s nisk, or merger,
arbitrage  Merger Arbitrage mvolves the taking of a position m a secunty subject to an
acquisition, an exchange offer, tender offer, reorgamization or hiquidation The investment
manager must weigh the relevant factors 1n order to determine the probability that the transaction
will be consummated Factors that are involved include shareholder approval, permission of
government a2uthonties, possibility of htigation and the target company's willingness to accept or
defend against the terms offered

The investment manager profits from the "spread" between the current market price and
the amount to be realized If the investment manager purchascs the target company's shares,
which are to be exchanged for shares of the acquuning company, the investment manager may
offset the purchase with a short sale of an equivalent number of shares of the acquining company's
stock to elimnate the "market nsk" while the nisk of the "deal” remains Success 1s largely
dependent upon the abihity to yudge correctly the outcome of the proposed transaction

Among the nisks involved in Merger Arbitrage investing are systematic (general market)
nsk and deal-specific nsk Systematic risk applies to the general movement of the broad stock
market Under most circumstances, the largest determinant of a stock portfolio's return wall be 1ts
net exposure to the market Deal-specific nisk relates to the nsk that the deal (merger, exc ) will
not be consummated

Many mergers include provisions for the acquired company's price to be determined on
the basis of a combinanon of factors These include “caps’, “floors’ ana coltars  Such
indetermuinate outcomes make the investment manager's analysis more difficult There are also
nsks relanng to hquidity Due to the fact that risk arbitragers as a group may own a large
percentage of the outstanding secunities involved in the proposed deal, hiquidity becomes a greater
problem Since these investment managers will also engage 1n short selling, they must be able to
borrow the shares needed to dehiver the necessary stock sold This abihity to borrow and to
maintain the short position 15 not guaranteed, and 1f the clearing broker can no longer maintarn 1ts
Joan of securities 1t may have to close the short sale Thus could take place at a disadvantageous
time These mvestment managers also engage in foreign secunties transactions These may
entail regulatory, poliucal and currency risks
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Another type of Special Situations Investing involves the purchase of diswessed securiues
(including bonds) that are currently out-of-favor, have low redit ratings or have been affected by
adverse factors In many cases the sccunties are 1ssued by a company that has declared
bankruptcy, 1s about to declare itself bankrupt, or has recently emerged through reorgamzation
from bankruptcy proceedings Often, these distressed secunties have been 1ssued by reasonably
well run businesses that have encountered cash flow difficulties arising from extensive balance
sheet leverage The bankruptcy process permuts these compames to restructure their balance
sheet These investment managers follow the proceedings closely, analyzing the various types of
securities, particularly habihties of the companies These can take the form of secured loans,
unsecured loans, collateralized loans, pnivate bank loans and trade claims These investment
managers seek out those habilites with a greater likelihood of being satisfied through the
restructuring, or those which will receive valuable new secunties in exchange for the existing
creditor claims

Many of the risks noted above also apply to Distressed Secunties Investing  Security-
specific nsk relates to the risk that the secunty purchased may not be undervalued, and that the
bankruptey proceeding will not reward 1t as well as the investment manager expected There are
also nisks relating to hquwdity Swnce many of these secunties are subject to bankruptey
proceedings, and are unusual, complex and generally non-interest paying, hquidity becomes a
greater problem Where these investment managers engage 1n short selling, they must be able to
borrow the shares needed o deliver the necessary stock sold This ability to borrow and to
maintain the short position s not guaranteed, and 1f the ¢cleaning broker can no longer maintain its
loan of securities 1t may have to close the short sale This could take place at a disadvantageous
ume

- . e

F Other The Trustee may nvest Investment Fund assets that are not currently
mvested mn short-term U S Government securities, money market accounts and/or other short-
term 1nterest bearmg instruments located at major financial mstitutions in the Unued States Any
income eamed from such investments will be remvested by the Investment Fund 1n accordance
with the Investment Fund's investment strategies

Iimited partnerships, hmited habihity companies, corporations and in accounts managed by
Managers located both 1 the Umted States and overseas The Investment Fund expects that
Managers will implement the strategies discussed above primarily by means of transactions in
secunities and commodities listed on eachanges and in the over-the-counter markets located 1n the
United States The Investment Fund expects that such Managers will maintain the secunty
4 posittons of the investment Limited parmerships, limited liabtlity companies and corporations in
which the Investment Fund has an interest solely or pnmanly with United States broker-dealers
The securtties positions of the managed accounts and other funds of the Investment Fund are also
generally maintaimned with U S broker-dealers and/or at U S commercial banks

H The Investment Fund has in the past and expects in the future to mnvest 1 mvestment
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MANAGEMENT OF THE INVESTMENT FUND

The Investment Manager

The Investment Manager 15 responsible for the management of the assets of the
Investment Fund The Investment Manager was orgamzed in 1988 as a New York corporation and 15
currently owned by Dr John P Jeanneret, who 1s 1ts Chief Executive Officer, and Paul L Perry The
Investment Manager (and 1ts predecessor) has served as an “investment manager” for pension and profit
sharing plans, as well as numerous other types of employee benefit plans, within the meaning of Section
3(38) of ERISA, since 1974 The Investment Manager 1s also a Qualified Professional Asset Manager
("QPAM") Currently, the Investinent Manager serves approximately 70 employee benefit funds as an
"mvestment manager" The Investment Manager's predecessor became a registered investment adviser
under the Adwisers Act in 1974 The Investment Manager provides mvestment advice with respect to
more than $500 muilion in discretionary assets In addition, the Investment Manager serves as investment
consultant and/or adviser to additional pension and profit-sharing plans having assets m excess of $500
mullion See "CONFLICTS OF INTEREST!

Dr Jeanneret 1s 59 years old, and be resides in North Syracuse, New York Dr Jeanneret
was awarded the degrees of Doctor of Philosophy, Economics and Finance, at the State University of
New York at Binghamton, 1n May 1976 and has served in the investment adwvisory and consulting field
: relating to employee benefit funds since 1973 Dr Jeanneret was previously affihated with B&K

Employee Benefit Funds Service, a firm located n Syracuse, New York, providing investment advisory
and admimistrative services to employee benefit plans

Paul L Perry, a director and owner of the Investment Manager, 15 a graduate of New
York Umversity, with degrees in Finance and in Quantitative Analysis Mr Perry has served n the
mnvestment advisory and consulting field relating to employee benefit funds since 1984, and was a
' Registered Representative with Shearson Lehman Brothers, Inc and Gruntal & Company, before jommng
} the Investment Manager

The Trustee

The Trustee 1s an FDIC-insured commercial bank located in Princeton, New Jersey, and
1s wholly-owned by The Bear Stearns Companies Inc  The Trustee commenced operations in Septernber
1985 The Trustee holds, as custodian or trustee, over $94 billion of assets for mstitutional clients and
affihated entines The Trustze's customers nclude public and private pension funds, mutual funds, banks
' and msurance companies The Trustee has over $140 mullion of capital The Trustee's focus 1s purely
: mnstitutional and 1t has no retail business The Trustee provides three major types of service (1)

{ fiduciary, custody and agency services for mshtutional accounts such as domestic and mnternational
| employee benefit plans, public retrement funds, mutual funds, insurance companies, foundations,
i endowments, religious mstitutions and other substantial accounts, and (2) securities clearance, mncluding

clearing of government mortgage and asset-backed secunties transactions for institutions and dealers, and
(3) commercial lending in connection with secunties transactions

The Adwvisor

The Investment Manager has engaged Ivy Asset Management Corp, 2 wholly-owned
subsidiary of The Bank of New York Company, Inc (the “Adwvisor"), to (1) research, evaluate and meet
with potential investment managers of the assets of the Investment Fund, (1) make recommendaniors to
the Investment Manager that 1t invest assets of the Investment Fund with certam mvestment managers by
mvesting 1n mvestment vehicles operated by such mvestment managers and/or by openmg up direct'y-
managed accounts with such nvestment managers, and (m) monetor, evaluate and assess performance of
nvesment managers that are managing assets of the Investment Fund and 1o make penodic
recommendauons to Investment Manager with respect to such performance The Adwvisor will also be
responsible for certain other admunistrative, back-office and general support  All advice provided by the
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Advisor shall be made solely to Investment Manager and all decisions regarding assets of the Investment
Fund are made by the Investment Manager 1n 1ts sole and absolute discretion

The Advisor is registered as an investment advisor under the Advisers Act The Advisor
1s also registered as a commodity poo} operator ("CPO") and as a2 commodity trading advisor ("CTA")

pursuant to the Commodity Exchange Act  As of August 1, 2003 the Advisor managed 1 excess of $7 8
billion of investor capital

The Bank of New York Company, Inc, a financial holding company ("BNYCo"), is the
sole owper of the Advisor The Bank of New York 1s the world's largest custod:an bank with $7 8 tnilhon
1n assets under custody as of June 30, 2003
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RISK FACTORS

THE PURCHASE OF UNITS OFFERED HEREBY INVOLVES CERTAIN RISKS

AND IS SUITABLE ONLY FOR OFFEREES OF ADEQUATE FINANCIAL MEANS WHICH
HAVE NO NEED FOR LIQUIDITY IN THIS INVESTMENT. OFFEREES SHOULD BEAR IN
MIND THE FOLLOWING RISK FACTORS IN ADDITION TO THE RISK FACTORS SET
FORTH IN THE SECTION "INVESTMENT STRATEGIES"

Market Risks

1

(-]

Competition The securities mdustry, and the varied strategies and techniques engaged 1n by the
Managers selected by the Investment Manager (see "INVESTMENT STRATEGIES") are
extremely competitive and each involves a degree of nsk  The Investment Fund and 1ts Managers
compete with firms, mncluding many of the larger secunities and investment banking firms, which
may in some cases have substantially greater financial resources and research staffs

Market Volatility The profitability of the Investment Fund depends upon the Managers chosen
by the Investment Manager correctly assessing the future price movements of stocks, bonds,
options on stocks, regulated futures contracts and other securities and the movements of interest
rates There can be no assurance that the vanous Managers selected by the Investment Manager
will be successful in accurately predicting price and interest rate movements

Leverage The Managers selected by the Investment Manager may employ leverage This
mcludes the use of borrowed funds and nvestments in options, such as puts and calls, regulated
futures contracts and warrants  Also, they may engage m short sales While such strategies and
techniques increase the opportumty to achueve tugher returns on the amounts mvested, they also
increase the nisk of loss  The level of interest rates generally, and the rates at which such funds
may be borrowed in paruicular, could affect the operating results of the Investment Fund

Ligwdity A substantial portion of the mnvestments made by the Investment Fund Jack hquidity
Furthermore, though 1t 1s intended that mvestments by the Investment Fund will be with
Managers which invest in securities traded on listed exchanges, some may be thinly traded This
could present a problem 1n realizing the prices quoted and wn effectively trading the position(s)
In certamn situations, Managers may wnvest 1n 1thquid investments which could result in sigmificant
1oss 1n value should the Managers be forced to sell the 1lliquid investments as a result of rapidly
changing market conditions or other factors

Independence of Managers The Investment Fund, the Investment Manager and the Advisor do
not presently, and do not expect 1n the future to, control any of the Managers that are selected by
the Investment Manager to manage assets of the Investment Fund, their choice of investments and
other mmvestment decisions, all of which are totally within the control of such Managers The
investments of the Investment Fund are always made pursuant to written disclosures from and/or
agreements with a Manager which provide among other things, guidelines by whrch the Manager
will trade for the investment partpershup, hnuted hability company, corporation or managed
account, as the case may be Thus, while each Manager undertakes to follow specified trading
strategies, It 1s possible that the Manager could dewviate from such undertalang, which deviation
could result in a nskier approach that could lead to a loss of all or part of the Investment Fund's
investment The Investment Manager and the Advisor, however, will monitor the activities of all
Managers selccted by the Investment Manager The Investment Manager has a fiduciary
responsibility to review the performance of all Managers and 1s required to exercise due diligence
in the selection and monitoring of such managers In addition, while presently neither the
Investment Manager nor any of its affihates own any equity mterests in ary of the Managers, 1t 15
possible that one or more of the affiliates of the Invesunent Manager will in the future acquire
non-controlling interests 1n one or more of the Managers
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6 Counterparty Creditworthiness The Investment Fund engages Managers that deal i secunties
and financial instruments that involve counterparties Such Managers may also purchase and sell
commodity interests i connection with thewr hedging strategies Under certain conditions a
counterparty to a transaction could default or the market for certain securities, financial
imstruments or commaodities may become 1liquid In such case, these Managers could expenence
liqudity problems

7 Short Sales Managers may sell securities short Selling securities short nisks losing an amount
greater than the proceeds received Theoretically, secunities sold short are subject to unlhinuted
nisk of loss because there 1s no himut on the price that a security may appreciate before the short
position 1s closed In addition, the supply of secunities that can be borrowed fluctuates from time
to tme The Managers may be sub,ect to losses if a security lender demands rewm of the lent

! securities and an alternative lending source cannot be found

8 Options Managers may utilize options 1n furtherance of thewr mvestment strategies, for the
purposes of trading gamns or reducing the nsk of a portfoio  Opuons positions may nclude both
long positions, where an nvestment entity managed by the Manager 1s the holder of put or call
options, as well as short positions, where such investment entity 1s the seller (wnter) of an option
Although option techniques can ncrease mvestment retum, they can also nvolve a relatively
higher level of nsk The expiration of unexercised long options effectively results m loss of the
entire cost, or premium paid for the option Conversely, the wniting of an uncovered put or call
option can Involve, stmlar to short-selling, a theoretically unhimuted risk of an increase 1n the
Investment Fund's cost of selling or purchasing the underlying secuntes in the event of exercise
of the option Appropnate strategies are utiized, when available, to mitigate the nsks of such
opuion transactions

9 Systermic Risk  World events and/or the activities of one or more large participants in the
financial markets and/or other events or activities of others could result in a temporary systermic
breakdown in the normal operation of financial markets Such events could result n the
Investment Fund's Managers losing substantial value caused predomunantly by liquidity and
counterparty 1ssues (as noted above) which could result n the Investment Fund mcurnng
substantial losses

Regulatory Risks

1 Strategy Restrictions  Certain Offerees may be restricted from utiizing investment strategies of
the type the Investment Fund currently engages in and may engage in  These may mclude sales
of "naked" options (those 1n which there 1s no position n the underlying secunty) or purchases
and sales of put and call options on stocks and sales of regulated futures contracts Offerees
should consult their own advisors, counsel, and accountants

1~

Trading Limitatons For all secunties, including options and regulated futures contracts listed on
a public exchange, the eachange generally has the nght to suspend or limt trading under certain
circumstances  Such suspensions or limits could render certam strategies difficult to complete or
contirue and subject the Investment Fund to loss

3 No Registration Neither the Investment Fund nor the Group Trust 1s registered as an nvestment
company under the Investment Company Act Consequently, the Participating Entines wall not
benefit from certain of the protections afforded by such starute

Investment Fund Rusks

1 Limited Liquidity  An imvestment m the Investment kund provides imuted hiqudity The Units
are not freely transferable In connection with the purchase of Units pursuant to this

Memorandum, each Participating Enuty must represent that the Parucipating kntity has acquired
12-
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the Umits for investment purposes only and not with a view to or for resale, distribution or
fractionalization of the Units  The Unuts have neither been registered under the 1933 Act pnor

under the secunties or "blue sky" laws of any state and, therefore, are subject to transfer
restrictions

Quarterly Withdrawal of Units Participating Entities may withdraw all or any part of therr
investment from the Investment Fund, upon at least 60 days prior written notice, as of the last
Business Day of March, June, September, and December of each calendar year

Frequency of Trading Some of the strategies and techmiques employed by the Managers selected
by the Investment Manager to manage the assets of the Investment Fund may require frequent
trades to take place and, as a consequence, portfolio turnover and brokerage cormssions may be
greater than for other investment entities of simlar size

Fees and Expenses The operating eapenses of the Investment Fund and Group Trust, including
the fees paid to the Investment Manager the Advisor, the Trustee and to the Managers may, in
the aggregate, constitute a high percentage relative to other investment entities

Equity Allocation While the Investment Manager intends to allocate the Investment Fund's
assets among a number of Managers with differing strategies and techsuques, there are no fixed
allotments There 15 the rnisk that one of the strategies or techmques may have a disproportionate
share of the Investment Fund's assets

No Participation in Maragement The management of the Group Trust and Investment Funds
operations 1s vested solely in the Investment Manager and Trustee, and the Participating Entities
wil] have no nght to take part 1n the conduct or control of the business of the Investment Fund or
Group Trust In conmection with the management of the Investment Fund's and Group Trust's
business, the Investment Manager will contnibute services to the Investment Fund and Group
Trust and devote thereto such time in its discretson as 1t deems appropnate See "CONFLICTS
OF INTEREST' The Trustee 15 a directed trustee and has no discrenon to take or not take any
action The Trustee 18 required to follow the instructions of the Investment Manager

Indemmification _and_Liabihty for False Information and Non-Compliance by Participating
Entines Under ERISA, the Invesunent Manager 1s a fiduciary and, consequently, 1s required to
exercise good faith and wtegrity in operating the Investment Fund The Adoption Agrecment
annexed hereto as Exmbit B~ provides that each Participating Entity will, to the extent permutted
by zpphcable law, ndemnify and hold harmless the Group Trust, the Investment Fund, Trustee.
the Investment Manager, the Adwisor, and their respective officers, directors, sharcholders,
affiliates, agents and employees, from and agawnst any and all losses, hiabihities and claims of
f1abihty, costs and expenses (including reasonable attorneys' fees and court costs) to which any of
them may be subject solely as a result of any misrepresentation by such Particzpating Entity under
the Adoption Agreement or the failure of such Participating Entity to comply with the terms and
conditions of the Trust Agreement and Adoption Agreement Furthermore, the Trust Agreement
provides that the Investment Manager will not be hable for losses sustained by the Investment
Fund unless 1t 1s proved that 1t failed to act with the degree of care skll, prudence, and diligence
of a fiduciary under ERISA The Trust Agreement provides that, to the extent permitted by law,
the Group Trust will indemnify and hold harmless Trustee from and aganst any Liability as
defined 1 Section 906 of such Agreement that the Trustee may incur by reason of any
Participating Entity or the Investment Manager or any other person acting 1n relatton to the Group

Trust, except where such Liability arose out of the negligence, bad faith or willful misconduct of
the Trustee

Management of Investment Fund Assets by Investment Manager The Investment Manager may
directly manage up to ten {10%) percent of the assets of the Investment Fund No assurance can
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be given nor should any be implied that the Investment Manager will increase the value of
Investment Fund assets under direct management or that such assets will not dimunish in value

.14-
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FINANCIAL SUMMARY OF THE OFFERING

This summary 1s quahified m its entirety by the detailed information (including “"R/SK
FACTORS") appearmg 1n this Memorandum, in the Exhibits and 1 the documents referred to heremn  All
documents referred to herein and not attached hereto are available for inspection during normal business
hours at the office of the Investment Manager, 100 East Washington Street, Syracuse, New York 13202,
upon request by a Participating Entity or 1ts representative

The Investment Fund

The Units offered heremn of the Investment Fund, which was established on December 15
1993 pursuant to the terms of the Group Trust Agreement, will represent the beneficial interest of each
Participating Entity in the Investment Fund The Trustee will mamtain an account to which shall be
credited the number of Umts allocated to each Participating Entity Each Unst shall represent a
proportuonate interest in the Investment Fund and no Unit shall have pnionty or preference over any other

Terms of Offening

Each Parucipaung Entity must invest a minimum of $1,000,000 (although the Investment
Manager has discretion to accept lesser amounts) Both whole and fractional Units will be sold The
Investment Fund will have no more than 100 Participaung Entities at any time  There 15 no munimam or
maximum aggregate amount of funds which may be invested in the Investment Fund The Group Trust
wll pay all expenses relating to the sale of Units in the Investment Fund 1o Parucipating Enuties  The
Investment Manager, 1 its sole discretion, can accept or reject any investment from Offerees and any
additional investments from existing Participating Entities

A copy of the Adoption Agreement for purchasing Units 1s attached as Exiubit 'B' Each
Participating Entity or its duly authonized representauve will be required to execute an Adoption
Agreement and other documents to be accompanied by payment of the purchase price for the Units being
acquired n the Investment Fund

Determrunation of Net Asset Value

The net asset value of the Investment Fund ("Investment Fund Net Asset Value") wall be
determuned as of the last Busmness Day of each calendar quarter (heremnafter individually "Valuation
Date") The Investment Fund Net Asset Value wall equal the total value of 1ts assets, including accrued
income, minus the total value of 3ts liabilities, meluding accrued expenses and appropriate reserves as of
the Valuation Date The net asset value of each Umit ("Unut Net Asset Value™) will equal the Investment
Fund Net Asset Value divided by the number of outstanding Umts Assets of the Investment Fund
mvested with Managers in (1) partnerships, limited hiability companies and corporations operated by the
Managers will be valued at the last reported value from cach such Manager, and (11) managed accounts
operated by Managers will be valued at the fast account statement from each such Manager Publicly-
traded secunities will generally be valued by reference to closing market prices on national securities
exchanges or generally accepted pricing services selected by the Investment Manager See Arncle V of

the Trust Agreement annexed hereto as Exiubit "A" for a complete statement of how Investment Fund Net
Asser Value 1s determined

Dismbunons

The Investment Fund cuarrently does not eapect to make any distobuvons to the
Partcipating Entities, except pursuant to requests for withdrawal and upon termmnation of the Investment
Fund Investment Fund income and garns are automatically remvested
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Management Fee

The Investment Manager shall receive a quarterly management fee (the "Management
Fee") equal to 0 3125% of the Investrrent Fund Net Asset Value at the end of each calendar quarter The
Management Fee wll be calculated and accrued monthly and paid quarterly in arrears (calculated,
however, without reduction for the Management Fee attributable to such calendar quarter) A pro rata
Management Fee will be charged on any amounts permutted to be invested and redeemed during any
calendar quarter The Investment Fund will pay (1) 58% of the Management Fee to the Investment
Manager (which will increase to 60% for the calendar year ending December 31, 2005), and (11) on behalf
of the Investment Manager, 42% of the Management Fee (the "Advisory Fee") to the Adwisor (which w1ll
decrease to 40% for the calendar year ending December 31, 2005) The payment of the Advisory Fee to
the Adwisor 1s the sole obligation of the Investment Manager The Adv.sor has agreed to look solely and
exclusively to the Investment Manager for payment of the Advisory Fee The Investment Manager may
increase or decrease the percentage of the Management Fee payable 1o the Adwisor, and increase or
decrease 1ts percentage of the Management Fee by the same amount, but i no event shall any such
actions increase the total Management Fee charged to the Investment Fund

Expenses

The Investment Fund wi1ll pay the fees and expenses of the Custodial Trust Company (the
"Trustee™), legal, auditing, accounting and all other operating and admimstrative expenses, ncluding tax
on unrelated business tanable mncome ("UBTI"), if any, and expenses mcurred i connection with the
offer and sale of unuts of the Investment Fund (collectively, the "Administrative Expenses”)

All expenses mncurred 1n connection with the offer and sale of Units will be borne by the
Investment Fund and apportioned among the Participating Entities by reference to the percentage that the
aggregate Unit Net Asset Value of all of the Units held by each Participating Entity at the previous
Valuation Date bears to the aggregate Investment Fund Net Asset Value at that Valuation Date Units

purchased or withdrawn dunng a calendar quarter will be charged thewr proportionate share of the
Adrministration Expenses

The fees payable to the Trustee are 0 07% (seven basis ponts) per annum of the value of
the assets of the Group Trust, but in no event less than $5,000 per year The assets of the Group Trust are
the aggregate of the assets of the Investment Fund and all other investment funds formed under the Group
Trust The Investment Fund will pay & pro rata portion of the fees payable by the Group Trust to the
Trustee

The Investment Fund also pays the fees charged by the Managers with whom the
Investment Fund invests its assets The fees of the Managers are typically deducted from the gross
returns of such Managers Such fees may include brokerage comrmmssions, a percentage of asscts
managed, a percentage of profits, a fixed fee, or a combination thereof

How 10 Withdruw

Unless otherwise determuned by the Imestment Manager in its sole and absolute
discretion (which determimation can be made on a Participating Fntity basis), withdrawal of Units by a
Parucipating Entity may be made as of the close of business in New York on the last Business Day of
March, June, September and December of each calendar year (each 2 "Withdrawal Date") upon at least 60

days pnor wntten notice to the Investment Manager and at the Value per Unut on the Withdrawal Date,
less the Management Fee

The Investment Manager 1s authorized to require any Participating Entity to withdraw all
or any of 1ts Units at any time and for any reason upon notice to the Participaung Enuty  All withdrawals
w11} be paid as promptly as rcasonably practicable after the Withdraw al Date, subject to the Investment
Manager's right to defer payment 1n certain hmited circumstances

-16-
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CONFLICTS OF INTEREST

There may be imnherent and potential conflicts of interest between the Investment
Manager, on the one hand, and the Investment Fund, on the other hand as well as Advisor, on the one
hand, 2nd the Investment Fund, on the other hand Among the conflicts which the Offeree should
consider are the following

With Respect to the Investment Manager

1 The Investment Manager 1s not under any obhgation to devote 1ts full time to the business
of the Investment Fund, but 1s only required to devote such time and attention to the affairs of the
Investment Fund as 1t may deem appropriate In addit:on, the Investment Manager manages other
accounts and provides investment advice to others for which 1t 1s compensated

2 The Investment Manager will determune the allocatron of funds from the Investment Fund
and such other accounts to Managers on whatever basts 1t considers appropriate or desirable It s
the mtention of the Investment Manager to diversify the assets of the Investment Fund among
various hedging strategies and Managers

3 The Investment Manager manages other accounts, and 1t may decide to nvest the funds
of one or more other accounts, rather than the Investment Fund's funds, with a particular

mvestment manager

with Respect to the Advisor

1 The Adwisor, through other entihes or accounts that 1t directly or indirectly controls,
advises and/or manages, may utihize the services of independent investment managers which may
also mvest funds of the Investment Fund and some of such entities or acCounts may elso utihize
some of the investment strategies and techmques uscd by the Investment Fund

2 The recommendations of the Advisor may be affected by its own requirements for the
investment of funds of pooled mvestment vehicles or other accounts managed or advised by 1t
This may result from limitatons as to the amount of funds that a specific investment manager
may effectively invest as well as other considerations

3 The Adwisor manages other accounts and provides investment adwvice to other parties, and
the Adwvisor may decide to mvest the funds of one or more other accounts or recommend the
investment of funds by other parties, rather than the Investment Fund's assets, with a particular
Manager

4 The Advisor and 1ts officers, directors, shareholders, affihates, employees and agents are
restricted by an agreement not to compete with the Investment Fund, Group Trust or Investment
Manager and not to render tnvestment advisory services to others who may be existing chients of
the Investment Manager However, since the Advisor sponsors several programs that are similar
10 the Investment Fund, this may result .n vartous conflicts of mnterest between the Adwsor and
the Investment Manager

-17.
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INCOME TAX ASPECTS

The following s a general discussion of certain of the anticipated U S Feaeral income
tax consequences of an investment i the Investment Fund This discussion 1s based upon laws,
regulations, rulings and decisions now 1n effect, all of which are subject to change or possibly differing
( nterpretations OFFEREES SHOULD CONSULT THEIR OWN TAX ADVISORS IN
DETERMINING THE FEDERAL, STATE AND LOCAL CONSEQUENCES TO THEM OF AN
INVESTMENT IN THE INVESTMENT FUND PRIOR TO PURCHASING UNITS.

It 15 intended that the Group Trust quahfy as a "group trust" (under apphcable Service
ruhings and regulations) exempt from taxation under Code Section 501(a) Accordingly, investments may
only be made by ehgble plans, trusts, IRAs and governmental umts, as described below under
"SUITABILITY REQUIREMENTS", which are themselves exempt from Federal income taxation So long
as the Group Trust quahfies as a group trust an investment m the Investment Fund should not affect the
tax exempt status of eligible Participating Entities

The Group Trust will be subject to tax on "unrelated business taxable income” 1n excess
of $1,000 "Unrelated business taxable ncome" 15 generally defined by Code Section 512(a) to be the
excess of gross mcome from any "unrelated trade or business" (as defined mn Code Section 513)
conducted by an exempt organization, including ircome denved from or attnbutabie to certain "debt-
financed property" (as defined in Code Section 514(b)), over the allowable deductions attributable to such
wade or business and debt-financed property, with certain modifications These modifications, which are
set forth n Code Section 512(b), prowvide that unrelated busmess taxable income generally does not
mclude dividends, interest, annuities, royalties and gain or loss from the disposition of property other than
stock 1n trade or property held for sale in the ordinary course of a trade or business, except to the extent
such income 1s denived from or 1s attributable 1o "debi-financed property "

Ordinary investment activiies undertaken i connection with the management of an
eaempt orgamzation's securities portfolio generally are not considered to be a trade or business activity of
the exempt orgamzaton Whether the Group Trust may be considered to be carrying on a trade or
business (as opposed to merely conducting ordinary mvestment acttvities), however, 1s a question of fact
Applying general tax principles at the Group Trust level, the Group Trust may not be considered to be
engaged m a trade or business if the objective of the Group Trust 1s to obtain long-termn capital
appreciation (although some of the Group Trusts' mvestment practices may be more charactenistic of a
trader)

The Group Trust may derive income that may be considered to be unrelated business
taxable income 1n certain cases In the event the Managers incur indebtedness and use the proceeds
therefrom to acquire nvestments, such mvestments will be treated as debt-financed property and mncome
from such property will be treated as unrelated business taxable mcome In addition, the Managers may
enter 1nto certain secunty repurchase agreements, and may engage 1n other types of mvestment practices
that generate income that may not stnictly be dividends, interest or gains from the disposition of property
(although such income may be substantially equivalent therero) 1t 1s unclear whether income or gamns
denved from such investment practices constitutes unrelated business taxable mcome The IRS could
atterrpl to treat all of an exempt orgamization's investment income as unrelated business taxable ncome to
the eatent that such mncome 1s not expressly included in a Code Section 512(b) modificaion No
assurances can be given that any such mcome or gans derived by the Group Trust from the mvestment
practices referred to above would not give rise to unrelated business taxable income Any tax attributable
to unrelated busmess tanabie ncome will be paid by the Group Trust Returns to Participating Entines
will be net of such taxes, if any, and no tax on unrelated busmess taxable income will be payable by a

Participating Entity as a result of its mvestment n the Investment Fund provided cuch nvestment 1s not
"debt-financed"
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The Group Trust may mvest directly or indirectly n other mvestment compames that for
US Federal income tax purposes will constitute passive foreign investment companmes” or "PFICs"

Generally, the Code defines "PFICs" as foreign corporations which meet one or both of the following
tests (a) 75% or more of the gross income of the corporation 1s passive income, or (b) 50% or more of
the average value of the corporation's assets consist of assets that would produce passive income U S

shareholders of PFICs are subject to special tex rules Although rot entirely clear, under current U S

income tax law, a tax-exempt entity, such as the Group Trust, that holds shares 1 a PFIC as a capntal asset
shouid not be subject to the tax on unrelated business taxable income with respect to any dividends
recerved 1n respect of 1ts shareholding and any gamn from the disposttion of such shares, provided that
(1) the Group Trust does not mcur acqusition mdebtedness in connect:on with an investment in the PFIC,
and (u1) the PFIC 1s not a “controlled foreign corporation” or "CFC," for U S Federal mncome tax purposes
that has msurance sncome The PFIC could be a CFC if fifty (50%) percent or more of the shares of the
PFIC (measured by voting power or value) were owned by U S shareholders, each owmng ten (10%)
percent or more of the total combined voting power of such PFIC To avoid being treated as 2 shareholder
of a CFC or a foreign personal holding company, the Group Trust will generally avoid mvestments n
foreign entities where U S persons will own fifty (50%) percent or more of the outstanding shares or, 1f
the foreign entity 1s a CFC, the Group Trust will own less than ten (10%) percent of the voting stock in
such foreign entity In addition, the "interest charge" that can apply under the PFIC rules should not
apply to the Group Trust provided a "mark to market" electton 1s not made with respect to 1ts shares and
no acquisition indebtedness 15 incurred in connection with 1ts investment 1n the PFIC

US tax legislation has been proposed in the past that would significantly alter certain of
the unrelated busmess taxable ircome rules and the CFC and PFIC rules described above It 1s not
possible to predict whether any similar legislation wall be proposed or enacted in the future, accordmgly,
a Parucipating Entity should consult its tax adviser with respect to any proposed U S tax legislation that
could affect the U S Federal income tax treatment of an investment in the Group Trust
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l ERISA CONSIDERATIONS

The Employee Retirement Income Security Act of 1974, as amended ("ERISA") and the
regulations promulgated thereunder by the United States Department of Labor (the "DOL") provide as a
gencral rule that a fiduciary with respect to employee benefit plans ("Plans") subject to ERISA must
discharge its responsibihiies wath respect to a Plan 1n a prudent manner and must consider several factors
1n determining whether to enter wnto an investment or engage n an investment course of action If 3
fiduciary with respect to any such Plan breaches .ts responsibilities with regard to selecting an mvestment
or an investment course of action for such Plan, the fiduciary may be held personally hable for losses
incurred by the Plan as a result of such breach Among the factors that should be considered are the
diversification and liquidity of the Plan's portfolio, the potential return on the proposed nvestment and
the place the proposed investment would occupy 1n the Plan's portfolio taken as a whole

ERISA mmposes certain duties and responsibilities on persons (including mvestment
managers) who are deemed to be fiducianes (within the meaning of Section 3(2!) of ERISA) and
prohibits them from entering into transactions involving plan assets with various parties 1n interest (within
the meaning of Section 3(14) of ERISA) wath respect to the Plan  Generally, under ERISA, the Plan
trustees, named fiduciartes or duly appointed investment managers (within the meamng of Section 3(38)
of ERISA) have exclusive authonty and discretion to manage and control assets of the Plan If any such
"prohibited transaction” 1s entered 1nto, certain excise taxes may be payable by the party in interest, and
the Plan fiducianies may be hiable to the Plan for any losses mcurred

The assets of the Group Trust will constitute "plan assets” under regulations promulgated
by the DOL  The Investment Manager will therefore be deemed a fiduciary with respect to each investing
Plan and the general prudence and fiduciary responsibihty provisions of ERISA will be applicable to 1t
and to the operauons of the Group Trust The Investment Manager does not expect that the apphicability
of these ERISA provisions to the Group Trust wall interfere with the operations or the results of the Group
Trust 1n any matenal way

Certain prospective Partictpating Entities may currently maintain relationships with the
Investment Manager under which the Investment Manager prowvides investment adwisory and/or
management services to the Plan These relationships may cause the Investment Manager or such
affiliates 10 be deemed to be fiducianies of those Plans The DOL bas 1ssued regulations defining the term
"fiduciary" which prowvide that an investment advisor who renders investment advice to a Plan for a fee
and who erther has discret.onary control over plan assets or renders adwice pursuant to an understanding
that such advice will serve as & prnimary basts for the Plan's investment decisions will be deemed a
fiduciary but only with respect to that portion of the Plan’s assets with respect to which the investment
advisor renders such advice or has such discretion  The prior wnitten authonzation of an independent
fiduciary of any Plan for which the Investment Manager or one of its affil,ates acts as nvestment advisor
or has a preexisting fiduciary relationship shall be obtained before assets of such Plan will be invested 1n
the Group Trust Further, 1f the Investment Manager acts as investment advisor to a Plan, the Investment
Manager will not charge 1ts advisory fee to the Plan with respect to the amount of such Plan’s investment
in the Group Trust and the Investment Manager will only receive 1ts Management Fee hereunder with
respect to the Plan's mvestment in the Group Trust
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SUITABILITY REQUIREMENTS

The acquisiion of Umits 1n the Investment Fund involves a substantial degree of risk  See
"RISK FACTORS" TFurther, transfer of the Umits 15 not perrmitted  The Investment Manager has adopted
as a general investor suitability standard that each Offeree represent in wnting that 1t 1s an Accredited
Investor (as defined m this Memorandum) or Sophisticated Investor (as defined in this Memorandum)
The sutability standards referred to above and itermzed below represent mummum suitability
requirements for Offerees and the satisfaction of such standards by an Offeree does not necessanly mean
that Units are a suitable investment for such Offeree

This offering 1s made for purchase of Unuts only by (1) "Accredited Investors" as dcfined
by Regulation D ("Regulation D ) as promulgated by the Secunties and Exchange Commuss.on and under
Section 4(2) of the 1933 Act, and (u) "Sophisucated Investors”, pursuant to an exemption from
registration under Regulation D, provided that Units have not been and waill not be purchased by more
than 35 Sophisticated Investors (calculated as the aggregate number of Sophisticated Investors that have
purchased Units as of the date the Investment Fund commenced operations)

In addition to the other suitability requirements set forth herein, an Offeree will only be
permutted to acquire Units in the Investment Fund if all of the {ollowing conditions are met

€3] such entity 1s exther (A) a trust that 1s part of a pension or profit sharing plan of
an employer and either (1) such trust 1s exempt, under Section 501(a) of the Code,
from United States mcome tzxation by reason of the plan having quahfied under
Section 401(a) of the Code or (11) such trust 15 a governmental plan descnibed m
Sections 401(a)(24) and 818(a)(6) of the Code, or (B) an individual retirement
account ("JRA™) exemnpt under Section 408(e)

) The Group Trust Agreement 1s mcorporated by reference mnto, and the Group
Trust 1s adopted as part of such plan or IRA

3) The Participating Entity has entered into an Adoption Agreement with the
Investment Manager providing for the admission of such trust or IRA as a
Partictpating Entity

{4) The Investment Manager has certified in writing to the Trustee that the foregoing
conditions have been satisfied and has directed the Trustee to adrmt such trust or
IRA as a Parucipaung Ennty The Investment Manager shall have sole
responsibility for determining that a trust or IRA 1s ehigsble 1o purchase Units of
the Investment Fund

An Accredited Investor, under Regulation D of the 1933 Act, includes
49 An employee benefit plan within the meaning of ERISA
) whose nvestment decision 1s made by a plan fiduciary, as defined m
Section 3(21) of ERISA, which 1s either a bank, savings and loan
association, msurance company or registered mvestment advisor, or

() having 1otal assets m excess of $5,000,000, or

(m)  1of sclf-directed, the mvestment decisions are made solely by persons, that
are Accredited Investors

@) An individual retirement account exempt under Section 408(e) of the Code
provided that the beneficiary meets one of the followng tests
-21.
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() the beneficiary has an individual net worth, or jomt net worth with s or
her spouse, of at least $1,000,000, or

() the beneficiary has mdividual income 1n excess of $200,000 i each of
the two most recent years or jomnt income with his or her spouse m
excess of $300,000 ;n each of those years and has a reasonable
expectation of reaching the same income level n the current year

3) Any plan estabhshed and maintained by a state, its political subdivision, or any
agency or instrumentahty of a state or 1ts political subdivisions, for the benefit of
1ts employees, 1f such plan has total assets in excess of $5,000,000

A prospective Participating Entity 1s 2 "Sophisticated Investor” 1f 1t satisfies the followang
requirements

1) the person or persons making the mvestment decision (1) has or have prior
knowledge and experience n business and financial matters, ncluding
mnvestment 1n restricted secuntes, enabling such person or persons to evaluate
the ments and nisks of purchasmg a Unit, and (11) recognize and understand the
nature of the investment in the Investment Fund, and

2) at the time of the purchase of the Units, the prospective Participating Entity has a
net worth 1n excess of $1 mullion

Each prospective Participating Entity must complete an Adoption Agreement. which
includes representations as to the Participating Entity prior to any purchase of a Unit m order to deterrmune
saitabihty and to determine whether the potential Participating Entity 15 a qualified Parbcapating Entity

In the Adoption Agreement, an Offeree will also be required to represent that 1t 1s not a
prohubited country, territory, individual or entity listed on the US Departtnent of Treasury's Office of
Foreign Assets Control ("OFAC") website at httpe//www.treas.gov/ofac and that 1t 1s not directly or
mdirectly affiliated with, any country, temrtory, individual or ennity named on an OFAC hist The

applicant shall also make a representation that payments to the Investment Fund were not directly or

indirectly denved from activities that would violate ant-money laundering laws and regulations In

addiuon, 1n order to comply with the Intenational Money Laundermg Abatement and Anu-Terronst
Financing Act of 2001 (Tade I of the USA Patriot Act) and OFAC, certain Offerees will be required to
provide additional 1dentity verification information

THE DELIVERY OF THIS MEMORANDUM TO AN OFFEREE DOES NOT
CONSTITUTE AN OFFER, BUT RATHER THE SOLICITATION OF AN OFFER TO BE

MADE BY THE OFFEREE, SUBJECT TO ACCEPTANCE BY THE INVESTMENT
MANAGER
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SUBSCRIPTION PROCEDURES

In order to purchase Units, an ehigible Participating Entity must (1) complete and execute
a copy of the Adoption Agreement and Participating Entuty Information Statement, (2) deliver the
foregomg documents to J P Jeanneret Associates, Inc, 100 East Washington Street, Syracuse, New York
13202 at least 15 days before the Valuation Date, and (3) arrange for payment of the full purchase pnce of
the Units being purchased on or before the Valuation Date If paying by wire transfer, funds should be
wired to the Investment Fund's account as follows

Custodial Pnnceton
ABA #031233338
BNF=Trust A/C #113-50170

OBI=The Master Income-Plus Group Trust Subscription Account

If paying by check, checks should be made payable to "The Master Income-Plus Group
Trust” Each subscription will be deemed recerved upon receipt of immediately available funds in the
Group Trust's account  All subscriptions, once made, are rrevocable by the subscniber The Investment
Manager may reject any subscniption if the subscnber does not sausfy the ehgbihty requirements
described above, 1f any subscription would require registration of the Group Trust or Umits under any
secunties law or for any other reason determined by the Investment Manager
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MISCELLANEOUS

A prospective Participating Entity should review carefully the Trust Agreement
governing the Group Trust and the Adoption Agreement (collectively, the "Agreements") attached hereto
as Exhibits "A" and "B", respectively Certain aspects of the Agreements not described elsewhere 1n this

Memorandum are outhned below However, reference 1s made to the Agreements for complete details of
their terms and conditions

No Transfer of Units

Umits may not be transferred or assigned by a Participating Entity

Termination

The Investment Fund may be terminated at any time by the Investment Manager Upon
the termunation of the Investment Fund, its affairs shall be wound up, 1ts habihties discharged and 1ts
remaining assets distributed pro rata to the holders of Unats as set forth in the Trust Agreement

Reports and Accounting

The Investment Fund's fiscal year ends December 31 After the end of each fiscal year
Audited Financial Statements for the year will be prepared by the Investment Fund, audited by the
Investment Fund's independent certified public accountants, and will be distnbuted to each Participating
Entity by the Trustee The Participating Entities wall also receive Unaudited Quarterly Statements from
the Trustee of the Investment Fund after the end of each calendar quarter (other than the calendar quarter
ending December 31) mndicating the Investment Fund Net Asset Value

Indemmification of Trustee

. The Group Trust Agreement provides that, to the extent pernutted by law, the Group

Trust will indemnify and hold harmless the Trustee from and aganst any Liability as defined in Section
+ 906 of such Agreement that the Trustee may incur by reason of any Participating Entity or the Investment
Manager or any other person acting 1n relation to the Group Trust, except where such Liability arose out
of the neghgence. bad faith or willful misconduct of the Trustee
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