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INTEGRAL ARBITRAGE, L.P.
Limited Partnership Interests

Minimum Initial Investment: $1,000,000

Integral Arbitrage, L.P., a Texas limited partnership (the "Partnership”) (fk/a Sum-It
Investments, L.P.), is a limited partnership which seeks maximum capital appreciation from its
investments consistent with reasonable risk. The Partnership invests its assets pramarily in a diversified
portfolio of bonds, put and call options on equities and equity indices, swap, forward and optien
contract transactions in the currency and interest-rate markets, using forward contracts and equities and
indices and options thereon and other publicly and over-the-counter traded instruments. Current
income is a secondary objective. The Partnership may use leverage as an investment technique. See
“The Partnership -- Investment Objectives™.

Following the first anniversary of an investment in the Partnership, a Limited Partner will be
entitled to withdraw all or a portion of ifs investment quarterly, subject to cerfain limitations. See
“Summary of the Partnership Agreement”,

The General Pariner of the Partnership is Integral Investment Management, LP., a Texas
limited partnership (the “General Partner”), of which Integral Management, 11.C, a Texas limited liability
company (“Integral Management”) (f/k/a Genesis Management, LL.C), is the general partner. Integral
Management, in its capacity as general partner of the General Partner of the Partnership, implements the
Partnership's investment strategy.

Limited partnership interests (“Interests™) are being offered solely to “accredited investors™ as
defined in Section 501(a) of Regulation D promulgated under the Securities Act of 1933. Accredited
investors are generally persons that have either (i) a gross income (exclusive of spouse’s income) of at
least $200,000 in the prior two years or joint income with spouse in excess of $300,000 in each of
those years and a reasonable expectation of achieving the same income level in the present year, or (i) a
net worth of at least $1,000,000. The minimum investment is $1,000,000, although the General Partner
may accept subscriptions for less. Interests will continue to be offered for an indefinite period, and
addifional limited partners may be admitted from time to time, provided that at no time will there be
more than 100 partners in the Partnership. There is no maxiroum dollar amowunt of Interests that the
Partnership may sell. See “Terms of the Offening”.
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THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION
OF AN OFFER TO BUY THE INTERESTS (AS HEREINAFTER DEFINED) IN ANY JURISDICTION TO
ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH AN OFFER OR SALE.

THE INTERESTS OFFERED HEREBY HAVE NOT BEEN REGISTERED WITH OR APPROVED
BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE REGULAT ORY AUTHORITY,
NOR HAS SUCH COMMISSION OR ANY SUCH AUTHORITY PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY I8
UNLAWFUL.

THIS OFFERING IS BEING MADE IN RELIANCE UPON AN EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, AND THE RULES AND
REGULATIONS PROMULGATED THEREUNDER, AND CERTAIN STATE SECURITIES LAWS. NO
PUBLIC OR OTHER MARKET IS EXPECTED TO DEVELOP FOR THE INTERESTS OFFERED HEREBY.
THE INTERESTS OFFERED HEREBY MAY BE SOLD, TRANSFERRED, HYPOTHECATED OR
OTHERWISE DISPOSED OF ONLY UNDER CERTAIN LIMITED CIRCUMSTANCES UPON THE
CONSENT OF THE GENERAL PARTNER OF THE PARTNERSHIP.

INVESTMENT IN THE PARTNERSHIP INVOLVES SPECIAL RISKS, AND PURCHASE OF THE
INTERESTS SHOULD BE CONSIDERED ONLY BY PERSONS WHO CAN BEAR THE ECONOMIC RISK
OF THEIR INVESTMENT FOR AN INDEFINITE PERIOD AND AFFORD A TOTAL LOSS OF THEIR
INVESTMENT (SEE “RISK FACTORS™). THIS OFFERING IS BEING MADE ONLY TO INVESTORS
WHO MEET THE PARTNERSHIP SUITABILITY REQUIREMENTS. (SEE "INVESTOR SUITABILITY.")

THE GENERAL PARTNER RESERVES THE RIGHT TO MODIFY, WITHDRAW OR CANCEL
THE OFFERING AT ANY TIME PRIOR TO CONSUMMATION OF THIS OFFERING AND TO REJECT
ANY SUBSCRIPTION, IN WHOLE OR IN PART, IN ITS SOLE DISCRETION.

NO OFFERING MATERIALS WILL OR MAY BE EMPLOYED IN THE OFFERING OF THE
INTERESTS EXCEPT FOR THIS MEMORANDUM (INCLUDING EXHIBITS, AMENDMENTS AND
SUPPLEMENTS HERETO) AND DOCUMENTS SUMMARIZED HEREIN. NO PERSON HAS BEEN
AUTHORIZED TO MAKE REPRESENTATIONS OR GIVE ANY INFORMATION WITH RESPECT TO
THE PARTNERSHIP OR THE INTERESTS EXCEPT FOR INFORMATION CONTAINED HEREIN.
INVESTORS SHOULD NOT RELY ON INFORMATION NOT CONTAINED IN THIS MEMORANDUM
OR THE EXHIBITS HERETO OR DOCUMENTS SUMMARIZED HEREIN.

THIS MEMORANDUM IS INTENDED SOLELY FOR USE ON A CONFIDENTIAL BASIS BY
THOSE PERSONS TO WHOM IT IS TRANSMITTED BY THE GENERAL PARTNER IN CONNECTION
WITH THE CONTEMPLATED PRIVATE PLACEMENT OF THE INTERESTS. RECIPIENTS, BY THEIR
ACCEPTANCE AND RETENTION OF THIS MEMORANDUM, ACKNOWLEDGE AND AGREE TO
PRESERVE THE CONFIDENTIALITY OF THE CONTENTS OF THIS MEMORANDUM AND ALL
ACCOMPANYING DOCUMENTS AND TO RETURN THIS MEMORANDUM AND ALL SUCH
DOCUMENTS TO THE GENERAL PARTNER IF THE RECIPIENT DOES NOT PURCHASE ANY
INTERESTS. NEITHER THIS MEMORANDUM NOR ANY OF THE ACCOMPANYING DOCUMENTS
MAY BE REPRODUCED, IN WHOLE OR IN PART, NOR MAY THEY BE USED FOR ANY PURPOSE
OTHER THAN THAT FOR WHICH THEY HAVE BEEN SUBMITTED, WITHOUT THE PRIOR WRITTEN
CONSENT OF THE GENERAL PARTNER.

THIS CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM HAS BEEN PREPARED FOR
USE IN CONNECTION WITH A PRIVATE OFFERING OF SECURITIES TO A LIMITED GROUP OF
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SOPHISTICATED AND ACCREDITED INVESTORS. THIS OFFERING IS BEING MADE IN RELIANCE
UPON AN EXEMPTION FROM REGISTRATION PROMULGA TED UNDER REGULATION D, RULE 506,
OF THE SECURITIES ACT OF 1933 AND CERTAIN STATE SECURITIES LAWS. NO PUBLIC OR
OTHER MARKET IS EXPECTED TO DEVELOP FOR THE UNITS OFFERED HEREBY.

THE SHARES HAVE NOT BEEN REGISTERED WITH THE SEC UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE -~SECURITIES ACT?), OR WITH ANY STATE SECURITIES
COMMISSIONER OR AUTHORITY. RATHER, THE SHARES ARE BEING OFFERED AND SOLD
HEREUNDER AS A “PRIVATE OFFERING™ PURSUANT TO APPLICABLE EXEMPTIONS FROM THE
REGISTRATION REQUIREMENTS OF FEDERAL AND STATE LAW. THE SHARES ARE SUBJECT TO
RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR
RESOLD EXCEPT AS PROVIDED UNDER THE SECURITIES ACT AND ALL APPLICABLE STATE
SECURITIES LAWS, PURSUANT TO AN EFFECTIVE REGISTRATION THEREOF OR PURSUANT TO
AN APPLICABLE EXEMPTION THEREFROM.

NEITHER THE PARTNERSHIP NOR THE GENERAL PARTNER IS MAKING ANY
REPRESENTATION TO ANY OFFEREE OR INVESTOR IN THE INTERESTS REGARDING THE
LEGALITY OF INVESTMENT BY SUCH OFFEREE OR INVESTOR UNDER APPLICABLE LEGAL,
INVESTMENT OR SIMILAR LAWS.

THE MATTERS DISCUSSED IN THIS MEMORANDUM MAY INCLUDE FORWARD-LOOKING
STATEMENTS REGARDING THE PARTNERSHIP’S BUSINESS AND FINANCIAL CONDITION THAT
INVOLVE RISKS AND UNCERTAINTIES. SUCH STATEMENTS ARE BASED ON AN ASSESSMENT
OF A VARIETY OF FACTORS, CONTINGENCIES AND UNCERTAINTIES DEEMED RELEVANT BY
THE GENERAL PARTNER, INCLUDING THE PARTNERSHIP’S LACK OF HISTORICAL OPERATIONS
AND OTHER RISKS DESCRIBED IN THIS MEMORANDUM. SHOULD ONE OR MORE OF THESE
RISKS MATERIALIZE, THE PARTNERSHIP’S ACTUAL RESULTS MAY VARY SIGNIFICANTLY FROM
THOSE EXPECTED. FURTHER, THE RESULTS OBTAINED BY THE AFFILIATES OF THE GENERAL
PARTNER DESCRIBED IN THIS MEMORANDUM ARE NOT NECESSARILY INDICATIVE OF THE
RESULTS WHICH MAY BE ACHIEVED BY THE PARTNERSHIP. WORDS OR PHRASES SUCH AS
“WILL CONTINUE", “ANTICIPATE", “EXPECT", “BELIEVE", “INTEND", “ESTIMATE", “PROJECT",
“PLAN" OR SIMILAR EXPRESSIONS ARE INTENDED TO IDENIIFY FORWARD-LOOKING
STATEMENTS. INVESTORS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON THE PRIOR
RESULT ACHIEVED BY THE AFFILIATES OF THE GENERAL PARTNER OR ON FORWARD-LOOKING

STATEMENTS MADE IN THIS MEMORANDUM OR EXHIBITS ATTACHED HERETO OR
INCORPORATED HEREIN BY THIS REFERENCE.

THIS CONFIDENTIAL MEMORANDUM HAS BEEN PREPARED BY THE PARTNERSHIP FOR
PRESENTATION TO QUALIFIED INVESTORS. ANY REPRODUCTION OR DISTRIBUTION OF THIS

MEMORANDUM, IN WHOLE OR IN PART, OR THE DISCLOSURE OF ITS CONIENTS, IS
PROHIBITED.

PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS
MEMORANDUM AS LEGAL, TAX OR INVESTMENT ADVICE. EACH PROSPECTIVE INVESTOR
SHOULD CONSULT ITS OWN COUNSEL, ACCOUNTANTS AND BUSINESS ADVISORS AS TO THE
LEGAL, TAX AND BUSINESS IMPLICATIONS OF AN INVESTMENT IN THE PARTNERSHIP.

PRIOR TO THE SALE OF AN INTEREST TO ANY PROSPECTIVE INVESTOR, THE

PROSPECTIVE INVESTOR AND ITS REPRESENTATIVES, IF ANY, WILL HAVE AN OPPORTUNITY
TO ASK QUESTIONS OF, AND RECEIVE ANSWERS FROM, OFFICERS OF INTEGRAL
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MANAGEMENT, LLC CONCERNING ANY ASPECT OF THIS OFFERING AND TO OBTAIN FROM
THEM ANY ADDITIONAL INFORMATION NECESSARY TO VERIFY THE INFORMATION SET
FORTH IN THIS MEMORANDUM TO THE EXTENT THAT THEY POSSESS SUCH INFORMATION OR
CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR EXPENSE.

FOR ALL INVESTORS

THE LP INTERESTS OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OR THE SECURITIES LAWS OF ANY STATES, AND ARE BEING OFFERED AND
SOLD IN RELIANCE ON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND/OR SUCH LAWS. THE LP INTERESTS ARE SUBJECT TO RESTRICTIONS ON
TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS
PERMITTED UNDER THE SECURITIES ACT AND SUCH LAWS PURSUANT TO REGISTRATION OR
EXEMPTION THEREFROM. THE LP INTERESTS HAVE NOT BEEN APPROVED OR DISAPPROVED
BY THE SEC OR ANY STATE SECURITIES COMMISSION OR OTHER REGULATORY AUTHORITY,
NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS
OF THIS OFFERING OR THE ACCURACY OR ADEQUACY OF THIS MEMORANDUM ANY
REPRESENTATION TO THE CONTRARY IS UNLAWFUL.

NOTICE TO FLORIDA OFFEREES

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE FLORIDA
SECURITIES ACT. EACH OFFEREE WHO IS A FLORIDA RESIDENT SHOULD BE AWARE THAT
SECTION 517.061 (11)(a)(5) OF THE FLORIDA SECURITIES ACT PROVIDES, IN RELEVANT PART,
AS FOLLOWS: "WHEN SALES ARE MADE TO FIVE OR MORE PERSONS IN (FLORIDA), ANY SALE
IN (FLORIDA) MADE PURSUANT TO ... 517.061 (11) SHALL BE VOIDABLE BY THE PURCHASER IN
SUCH SALE EITHER WITHIN THREE DAYS AFTER THE FIRST TENDER OF CONSIDERATION IS
MADE BY THE PURCHASER TO THE ISSUER, AN AGENT OF THE ISSUER OR AN ESCROW AGENT
OR WITHIN THREE DAYS AFTER THE AVAILABILITY OF THAT PRIVILEGE IS COMMUNICATED
TO SUCH PURCHASER, WHICHEVER OCCURS LATER."

THE AVAILABILITY OF THE PRIVILEGE TO VOID SALES PURSUANT TO SECTION
517.061(11) IS HEREBY COMMUNICATED TO EACH FLORIDA OFFEREE. EACH PERSON ENTITLED
TO EXERCISE THE PRIVILEGE TO VOID SALES GRANTED BY SECTION 517.061(11)(a)(5) AND
WHO WISHES TO EXERCISE SUCH RIGHT MUST, WITHIN THREE DAYS AFTER THE TENDER OF
THE FIRST INSTALLMENT OF HIS CAPITAL CONTRIBUTION TO THE PARTNERSHIP OR TO ANY
AGENT OF THE PARTNERSHIP (INCLUDING ANY DEALER ACTING ON BEHALF OF THE
PARTNERSHIP OR ANY SALESMAN OF SUCH DEALER) OR AN ESCROW AGENT CAUSE A
WRITTEN NOTICE OR TELEGRAM TO BE SENT TO THE PARTNERSHIP AT THE ADDRESS
PROVIDED IN THE CONFIDENTIAL MEMORANDUM. SUCH LETTER OR TELEGRAM MUST BE
SENT AND, IF POSTMARKED, POSTMARKED ON OR PRIOR TO THE END OF THE
AFOREMENTIONED THIRD DAY. WITH RESPECT TO THE VOIDING OF A SALE, IT IS PRUDENT
TO SEND ANY LETTER BY CERTIFIED MAIL, RETURN RECEIPT REQUESTED, TO ASSURE THAT
IT IS RECEIVED AND ALSO TO EVIDENCE THE TIME IT WAS MAILED. ANY PERSON MAKING AN
ORAL REQUEST TO VOID SALES MUST ASK FOR WRITTEN CONFIRMATION THAT HIS REQUEST
HAS BEEN RECEIVED.

NOTICE TO NEW HAMPSHIRE INVESTORS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
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LICENSE HAS BEEN FILED UNDER A 421-B WITH THE STATE OF NEW HAMPSHIRE,
NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS
LICENSED IN THE STATE OF NEW HAMPSHIRE, CONSTITUTES A FINDING BY THE
SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT
FILED UNDER A 421-B IS TRUE, COMPLETE, AND NOT MISLEADING. NEITHER ANY
SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE
FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE OF
THE STATE OF NEW HAMPSHIRE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE,
TO ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.
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I. THE OFFERING

Integral Arbitrage, LP., is a Texas limited parinership (the "Partnership™) (fk/a Sum-It
Investments, L P.) organized on or about December 1, 1998, under the laws of the state of Texas, in
which Integral Investment Management, L.P., a Texas limited partnership (f’k/a Genesis Market Neutral
Pariners, L.P.) is the sole general partner of the Parmership (the "General Partner"), which General
Pariner is controlled by Integral Management, LLC, a Texas limited liability company (‘Integral
Management”), (f/k/a Genesis Management, L1.C). Conrad P. Seghers is the Chief Executive Officer,
James Dickey is the President and Sam Vogel is the Chairman of Integral Management. Investors
admitted from time fo time will be limited partners of the Partnership.

The Parnership’s main investment objective is to exploit market inefficiencies and price
discrepancies through arbitraged and hedged positions, and eam profits in other liquid instruments. The
Partnership will invest its assets primarily in a diversified portfolio of put and call options, forwards and
swap contracts, index, equity, bond, and currency arbitrage transactions, and other publicly and over-
the-counter traded instruments. In connection with this objective, the Partnership is authorized to
acquire by purchase, subscription or otherwise, and to invest or trade in, on margin or otherwise,
receive, hold, own, deal in, sell, sell short, exchange, transfer, assign, encumber, pledge or otherwise
dispose of all forms of securities which are traded on a secnities exchange or in the over-the-counter
markets, including, but not limited to, he purchase and sale of put and call options, equities, indexes,
forwards and swaps.

Further information regarding this offering and the Partnership may be obtained from the fund
administrator, Olympia Capital Associates L.P., 1211 Avenue of the Americas, 29" Floor, New York,
NY 10036, telephone number (212) 403-9503, Attn: Larry Platoni. The address of the General
Partner of the Partnership is 5720 LBJ Freeway, Suite 470, Dallas, Texas 75240-6330, telephone
number (972) 238-9531. No person other than the General Partner or its designees, including the fund
administrator, is authorized to supply such information.

'Iheoffetingofkﬁemstsisbdngnmdemb'wkw&storswhomeetme%rmlﬁpsmabﬂity
requirements. (See "Tnvestor Suitability.”). The minimum investment in the offering is $1,000,000. The
GmeralPamerrmervasmerigmtod)angethismininnmparﬁcipaﬁmxeqxﬁmﬂataxyﬁmmas
sole and absolute discretion for subscriptions.

To subscribe for interests, each prospective investor must complete, execute and retum the
subscription documents, including the Subscription Agreement and Confidential Offeree Questionnaire,
to the General Partner prior to the termination of the subscription period, together with a check or wire
transfer in the amount subscribed. Wire transfers shall be made as follows: State Street Bank & Trust
Co., Boston, MA; ABA #: 011000028; Atin: Mutual Funds Division; A/C # 9904-6153; Ref:
Winchester Reserves Limited - US Dollar Money Market Series; FBO: Infegral Arbitrage LP; A/C #:
06-7100530938.
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Aﬁathehﬁﬁddmmgofmisoﬁedng,merﬂﬁpMnbecmﬁmmﬂyopmedmdoﬁ'aed
mamnﬂybmis(lﬂbmhmdayofea&m&)fmaddiﬁmnlmﬁmlcmﬁhﬁmﬁomadsﬁngm
new Limited Pariners.

“This Confidential Private Placement Memorandum has been prepared for use in connection with
apﬁvﬂeoﬁaﬁgofswﬁﬁawaﬁmﬁmgmmofwﬂﬁsﬁmmdmdmaﬁwdmwm. This offering
isbeingmadcinmﬁmmewmane:unpﬁmﬁommgisﬂaﬁmpmmﬂg&edmderkgdaﬁonnmﬁe
506, of the Securities Act of 1933 and certain state securities laws. No public or other market is
expected to develop for the units offered hereby.

The shares have not been registered with the SEC under the Securities Act of 1933, as
amended (the “Securities Act”), or with any state securities commissioner or authority. Rather, the
Mmbdngoﬂaedmdmldhemﬂmma“pﬁvmoﬁemg’pmsuammappﬁcabhexempﬁom
from the registration requirements of federal and state law. The interests are subject to restrictions on
transferability and resale and may not be transferred or resold except as provided under the securities

act and all applicable state securities laws, pursuant to an effective registration thereof or pursuant to an
applicable exemption.
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IL INVESTOR SUITABILITY
THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK
THE INVESTMENT IS ONLY SUITABLE FOR PERSONS OF SUBSTANTIAL MEANS WHO:

1 HAVE NO NEED FOR LIQUIDITY IN THEIR INVESTMENT, AND
2. CAN AFFORD THE LOSS OF THEIR ENTIRE INVESTMENT.

THIS INVESTMENT IS ONLY SUITABLE FOR PERSONS WHO ARE “ACCREDITED
INVESTORS” AS THAT TERM IS DEFINED IN RULE 501(a) OF SECURITIES AND
EXCHANGE COMMISSION REGULATION “D” PROMULGATED UNDER THE
SECURITIES ACT OF 1933. Accredited Investors who are individuals must generally have either (a)
gross income (exclusive of spouse’s income) of at least $200,000 in the prior two years or joint income
with the spouse in excess of $300,000 in each of those years, and a reasonable expectation of reaching
the same income level in the present year, or (b) net worth (excluding bome, home fumishings, and
automobiles) of at least $1,000,000. THE PARTNERSHIP WILL NOT MAKE EXCEPTIONS TO

THIS GENERAL SUITABILITY STANDARD AND PERMIT SALES TO PERSONS WHO ARE
NOT ACCREDITED INVESTORS.

Pursuant to the requirements of Rule 501 of Regulation D, as promulgated by the Securities and
Exchange Commission, the Partnership will offer and sell Interests to persons whom the Partnership
believes have the knowledge and experience in financial and business matters to be capable of
evaluating the merits and risks of this investment. The Parinership will sell Interests only if, immediately
prior to each sale, the Partnership, after making reasonable inquiry, believes:

f. The investor has the requisite knowledge and experience to be capable of evaluating the
merits and nisks of this investment; or

2. The investor, together with his Purchaser Representative, has the requisite knowledge
and experience to be capable of evaluating the merits and risks of this investment, and that the
investor is capable of bearing the economic nisk of this investment.

Prior to purchase of an Interest in the Parinership, each prospective investor will be required to
represent, among other things, that he or she:

1. Is an Accredited Investor;
2. Has adequate net worth and means of providing for his or her cumrent needs and

personal confingencies and has no need for liquidity in the investment in the Inferest in the
Parinership;
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3. Has substantial expesience in making investment decisions of this type of is relying on his
own tax advisor or other qualified Purchaser Representative in making this decision;

4 kaoqtﬁﬁngﬁmha&stinﬁmhrherstﬁpforhrvs@ﬂmdnotwhhaviewb&w
resale or distribution thereof,

5. Is the sole and true party in interest and is not purchasing the shares for the benefit of
any oﬁlerpersm(orﬁmthdsheispmdmshlgtheshmfuranmherpmonwhomallofthe
conditions set forth herein); and

6. Is aware that transfer rights are restricted by The Securities Act of 1933, and applicable
state securities laws.

Prospeciive investors will be required to complete a Confidential Offeree Questionnaire and
other documents in the Subscription Booklet that provide nformation necessary to verify the foregoing
representations. In addition, the General Partoer of the Partnership will require prospective investors to
provide additional information or documentation to verify such representations. The acceptance of
subscriptions from any prospective investor will be in the sole discretion of the General Partner of the
Partnership and will also be based upon compliance with any other applicable state security law
standards.

For purposes of this Memorandum, an “accredited investor” includes all of the follwing:

(1)  Any bank as defined in section 3(a)(2) of the Act, or any savings and loan association
or other institution as defined in section 3(a}5XA) of the Act whether acting in ifs
individual or fiduciary capacity; any broker or dealer registered pursuant to section 15
of the Securities Exchange Act of 1934; any insurance company as defined in section
2(13) of the Act; any investment company registered wnder the Investment Company
Act of 1940 or a business development company as defined in section 2(a)(48) of that
Act; any Small Business Investment Company licensed by the U.S. Small Business
Administration under section 301(c) or (d) of the Small Business Investment Act of
1958; any plan established and maintained by a state, its political subdivisions, or any
agency or instrumentality of a state or its political subdivisions, for the benefit of iis
employees, if such plan has total assets in excess of $5,000,000; any employee benefit
plan within the meaning of the Employee Retirement Income Security Act of 1974 if the
investment decision is made by a plan fiduciary, as defined in section 3(21) of such Act,
which is either a bank, savings and loan association, insurance company, or registered
investment adviser, or if the employee benefit plan has total assets in excess of
$5,000,000 or, if a self-directed plan, with investment decisions made solely by persons
that are accredited investors;
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Any private business development company as defined in section 202(a)22) of the
Investment Advisers Act of 1940;

Any organization described in section 501(cX3) of the Infemal Revenue Code,
corporation, Massachusetts or similar business trust, or partnership, not formed for the
speciﬁcpmposeofaoqdﬁngmesemniﬁ%oﬁ’aeiwimwmlasseisinexmsof
$5,000,000;

Any director, executive officer, or general partner of the issuer of the securities being
offered or sold, or any director, executive officer, or general partner of a general pariner
of that issuer;

Any natural person whose individual net worth, or joint net worth with that person’s
spouse, at the time of his purchase exceeds $1,000,000;

Anynatmalpelsonwhohadmimlividualixcomeinexcssof$200,000ineachofthe
two most recent years or joint income with that person’s spouse in excess of $300,000
in each of those years and bas a reasonable expectation of reaching the same income
level in the cumrent year,

Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose
of acquiring the securities offered, whose purchase is directed by a sophisticated person
as described in Rule 506(b)(2)(i1); or

Any entity in which all of the equity owners are accredited investors.

Prior to the purchase of Imterests, each prospective investor will be required to represent,
mmm,m®mmmmmmdmmcmmmmmmm
Parmershipandoﬂlerinv&etmmls)isreasmableinrelaﬁontolﬁsnetworﬂl;(n)heiswq\ﬁﬁngﬂxe
Interests for his own account for investment and not with a view 1o resell or distribution thereof; and (ii)
he and his own counsel and/or accountants and/or purchaser representatives have received all the
infonnationthatwasrequestedbyﬂmincmmecﬁmwimmeParmerslﬁpandlhepmﬂ)aseofIntemts,

The suitability standards referred to above represent minimum suitability requirements for
prospective investors and the satisfaction of the suitability standards by a prospective investor does not
necessarily mean that the Interests are a suitable investment for the particular prospective investor. The
General Partner reserves the right to reject subscriptions to purchase Interests from a prospective
investor even though the prospective investor satisfies the above-stated suitability standards.
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. THE PARTNERSHIP
General

Integral Arbitrage, L.P. (the ‘Parmership”) (fk/a Sum-It Investments, L.P.) is a Texas limited
partnesship which seeks maximum capital appreciation from its investments consistent with reasonable
risk. The Partnership’s main investment objective is to exploit market inefficiencies and price
discrepancies through the arbitrage of options, forwards and swap confracts, as well as other liquid
instruments. The Partership will invest its assets primarily in a diversified portfolio of put and call
options, forwards and swap contracts, index and varous equity, bond and currency arbitrage
transactions, and other publicly and over-the-counter traded instruments. The General Partner of the
Partnership is Integral Investment Management, LP., a Texas limited parnership (the “General
Partner”)(f’k/a Genesis Market Neutral Partners, L.P.), of which Integral Management, LLC(fk/a
Genesis Management, LLC), a Texas limited hability company (“Integral Management™), is the general
partner. The General Partner selects and manages the Partnership's investments and administers the
business and affairs of the Partnership. Conrad P. Seghers is the Chief Executive Officer of Integral
Management. James Dickey is the President and Sam Vogel is the Chairman of Integral Management.
Integral Management has developed and implemented the Partnership's investment strategy on behalf of
the General Partner. The Partnership began operations on December 1, 1998 and expects to continue
its business until December 31, 2040, at which time it will dissolve and liquidate, unless the General
Pariner and a majority in intetest of the Limited Partners determine otherwise.

As of the date of this Offering Memorandum, the principals of Integral Management shall make
agpregate capital contributions to the capital of the Partnership such that, as of the first day of each
Fiscal Quarter, the General Partner's aggregate Capital Account balance will be not less than the lesser
of $500,000 or 1% of the sums of the Capital Account balances of all Pariners, as well as any
additional amounts it may, in its exclusive discretion, elect to make. See “Management”.

The Partnership is offering limited partnership interests ("Interests™) for sale solely to accredited
investors. The miniooum investment is $1,000,000, although the General Pariner may accept
subscriptions for less. See “Terms of the Offering”. Purchasers of Inferests become limited partners of
the Partnership. A copy of the Agreement of Limited Partnership of the Partnership (the “Partnership
Agreement”) is an exhibit to this Memorandum.

Investments

General. The Partnership’s main investment objectives are to exploit market inefficiencies and
price discrepancies through the arbitrage of equities, indices, forwards and swap contracts, and options,
as well as other liquid instruments relating to the equity, currency, and interest rate markets. e
Partnership will invest its assets primarily in a diversified portfolio of equities and indices, and related put
and call options and other financial instruments thereon, debt instruments and forward and swap
confracts, arbitrage transactions, and other publicly and over-the-counter traded instruments. The
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Parinership will invest is asses primanly in a diversified portfolio of arbitrage transactions, interest
generating hedged transactions and hedged directional transactions, using forward contracts, swaps and
publicly traded mnstnments such as equities and equity options among others. To a lesser extent, the
Partnership may also mvest in preferred stocks and securities convertible or exercisable into common
stock, including notes, debentures, preferred stock and warrants, in order to obtain current income or
when, in the opinion of the General Partner, such securities may be purchased at favorable prices in
relation to the underying instruments. The Parinership may also engage in the trading of options on and
combinations of stocks, forwards, swap contracts and indices included in its portfolio. With regard to
options, this includes options both on securities owned by the Partnership (“covered options™), as well
as other securities not owned by the Partnership ("uncovered options™).

To fulfill the Parmership's objectives, the General Partner monitors a variety of economic,
monetary and market data in order to identify’ and analyze broad economic, industry and market trends
so that the Parinership's investment strategy is kept consistent with such trends which may lead to
substantial market moves. In broad terms, the General Partner attempts to use this data so that the
Partnership is invested with sufficient hedging during downtrends and uptrends in the market, and
invested both in long and short combinations of positions during flat market periods, so as to be able to
generate a consistent profit through the arbitrage and directional movements of its various market
positions. The General Partner uses a proprietary hedging techmique (“Risk Adaptive Portfolio
Structures — RAPS™) in evaluating and determining the market positions necessary to achieve the
Partnership's objectives in terms of safety and appreciation in value,

The General Partner also bases its investment decisions in small part on technical analysis.
Technical analysis attempts to ascertain the relative market strengths of stocks, industries, and markets,
their price support and resistance levels, various moving averages and historical price activity. Technical
analysis is used for safety reasons to forecast possible sharp market moves.

The financial markets react in a volatile manner to changes in the economic, political, and social
landscapes. Market volatility, illiquidity, crashes and credit crunches, are just a few of the market risks
attempted to be diminished by the Partnership. Controlling exposure to risk, before taking advantage of
an opportunity, is how the best performers in the investment world have survived and thrived through
the best and worst times of financial markets. It is a simple philosophy that allows asset managers to
avoid having years of outstanding results nullified in just months of irrational volatility.

The Partnership’s philosophies focus not just on how much money can be made in a certain
opportumity, but also on how the opportumity can be structured to survive and see it flourish regardless
of market directions and volatility. Risk is controlled through equity, option, index, bond, currency and
forward contract frading strategies, with very close monitoring of the financial holdings. Whatever
decisions are triggered, the objective remains constant; to establish and maintain portfolios with the
potential for substantial capital appreciation but limited risk (an attractive risk/reward ratio).
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Regarding the investment objectives, systems and strategies of the Partnership, the General
Partner has formulated a unique set of option arbitrage procedures that have consistently captured price
inefficiencies in the global (G-5) cumrency, bond and equity markets, while providing synthetic hedges
that protect realized profits. A major component in the Partnership’s success is its implementation of
the proprietary Risk Adaptive Portfolio Structures (RAPS) trading strategy.

The Risk Adaptive Portfolio Structures (RAPS) strategy utilizes proprietary risk management
methods to identify, quantify;, and react to any financial market risk by continually adapting to market
directions, rather than “predicting” fisture market swings uiilizing historical data To exploit these
enormous financial markets, the General Partner employs a very unique set of option arbitrage
procedures that should consistently capture price inefficiencies in the market.

The mathematical equity md option pricing models that the General Partoer utilizes allow a
complex strategy to be implemented. The Partnership can go long or short the financial markets,
protected by “syntbetic hedges” should the markets move in the opposite direction. In addition, after
purchasing the “synthetic” puts and portfolio protection at substantial discounts, the portfolio can sell
open market premiums for significanily higher prices, thereby generating profits.  The Partnership
captmmitsstatisticalarbihageﬁomwhicheverglobalmketsattheﬁmemepmvidingtheb&stpmﬁt
margins for the least risk.

Bympﬁﬁng;xioemeﬂidmd&smmisnmns,the%mhipisessaniaﬂyaqwﬂiwﬁve
statistical arbitrage trading strategy that is based on fundamental correlations and inter-relationships
between the financial markets. This linking of the fixed income (bonds and debt), foreign exchange
(currency), and equity markets between the G-5 nations and economies allows the consistent
opportunities for arbitrage to exist. Each position is then hedged through the proprietary Risk Adaptive
Portfolio Structures (RAPS).

In addition to these types of quantitative fundamental correlations, the Partnership also takes
positions that are based on momentum arbitrage. Such market neutral positions are based on price
behavior correlations between different baskets of securities. They have their downsides hedged, but
require market movements in order to generate capital appreciation.

To fulfill the Parmership’s objectives regarding directional-hedged positions, the General Pariner
monitors a variety of economic, monetary and market data in order to identify and analyze broad
economic, industry and market trends so that the Partnership’s investment strategy is kept consistent
with such trends which may lead to substantial market moves. These objectives allow the Partnership to
generally achieve consistent monthly retums with low volatility, low standard deviations, and high Sharpe
ratios. In broad terms, the General Pariner atteropts to use this data so that the Partnership is invested
wiith sufficient hedging during downtrends and uptrends in the market so as to be able to generate a
consistent profit both through market movements and the arbitrage of its various market positions. The
General Partner uses a proprietary hedging technique in evaluating and determining the market positions
necessaty to achieve the Partnership’s objectives in terms of safety and appreciation in value.
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The Partmership provides investors the opportunity to participate in a fund that trades around a
dvemepmtﬁ:ﬁoofﬁnmdﬂhsuunmﬁ,wﬁlecmnhnmslymmidingdownﬁ&pmmﬁmmmy
position the Partnership implements. Through the General Pariner’s disciplined implementation of the
RAPSsMegy,meobjwﬁveismnﬁﬁmﬁmvdaﬁliwﬁﬂeMﬁngmmeﬂmmﬂmsmwomd
consistently outperform the major market indices.

Thermﬁsﬁﬂsinv&MammwﬂbeﬂadblemdﬂwGemanMWﬂlmmiﬁma
fomdampawﬁageﬁmiﬁﬁmshdﬁanﬁninghowﬁs?@mﬁﬁsmeﬁmaﬂoﬁedmg
different types of investments.

The Partnership also frequently engages in private contractual agreements with outside enfities.
mmvmmmmmmmmmmmmmwmcmpmm
engage in RAPS contracts with other entities. Such RAPS contracts allow such entities to capitalize on
thevalueofinvwmmtsasttﬁynmvemdtolockinpmﬁtsthmughthem:mgeofaﬁxedinsmed
xetumversusaﬂoatingvalueofstocksandsecuriﬁm.'[heﬁxedinsmedtetumaredepmdmtonihe
stocks and indices and securities remaining in set price bands upon expiration, though these bands may
be adjusted to the new market prices during the interim between initiation and expiration. The stability
of the retum stream through investments in such entities generally makes such investments in both other
limited partnerships not controlled by the General Partner and RAPS agreements, beneficial in the
opinion of the General Partner.

Investment Policies

General. Consistent with the general investment objectives discussed above, the General
Partner has full discretion to camy out the investment program of the Partnership. The Partnership shall
have no obligation to disclose its particular holdings or trades to the Limited Partners. The Partnership
seeks to achieve an attractive retumn on investment with controlled risks. Generally, the Partnership will
invest its msetspﬁmaﬁlyinadive:siﬁedportfoﬁoofequiﬁ%andpmandcaﬂopﬁmsandbonds,
forward contract arbitrage transactions and swap contracts, and other publicly and over-the-counter
traded instruments.

The Partnership may invest in any listed or over-the-counter companies whose securities are
listed on a nationally recognized securities exchange or on the NASDAQ National Market System. In
addiﬁmgﬁePaMslﬁpmaydsohvsthmlk&dmﬁﬁs,orhunegis&edmnﬁ&vdﬁmm
subject to resale restrictions for portfolio hedging purposes. Diversification of investmenfs among
different industries is not a primary goal of the Partnership.

The Partnership may also engage in (i) purchasing or writing options on equities and indices and

purchasing or writing currency, interest rate and swap and forward contracts and related options, (i)
inferest rate hedging transactions, and (i) derivafives frading A significant portion of these
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engagements may be conducted through other partnerships and corporations in which the Parinership is
invested.

Foreign Securities. In atempting to achieve its investment objectives, the Partnership may
Mmmfmd@mﬂidywmsmmdmmlghﬂnPMpmymv&hopﬁmmdM
mfmdgnsmﬂﬁwmmdkwﬂybyqugspmsmedm\mpmsomdAnﬁmDmm'Rm&pm,
Global DeposkmyRecdﬁs,WEBsmdoﬂwrtyp&sofdeposﬂmyrwdp&ﬁadedhlmhedSmor
intemational securities markets. While investments in foreign securities may reduce overall risk by
prmdmgﬁnﬁet&vamﬁcaﬂm,smhmesﬂnansmohewmnskswhdmwmﬂdnmmm
associated with investments in the seaurities of domestic issuers. These risks inchude those resulting
ﬁmﬂmﬁﬂi«shfmﬁmma&mgeﬂs,ﬂnpo@bieimwﬁmofammcymmd
repatriation restrictions, political and economic instability and adverse developments (including the
implementation of confiscatory or other laws or regulations unfavorable to foreign investors in
partiaxlar),aredwedlevelofavailaliﬁtyofptbﬂcmfmmﬁmabomfoxeigtlissm,mxdala(kof
acwmﬁngmﬂiﬁngmdﬁnmddrepoxﬁngstmﬂmdsmmhumgdawwmﬁmmsmmmﬁc&s
comparable to those applicable to domestic issuers. In addition, given the lack of development of many
foreign markets, some foreign securities may be less ligquid or more volatile than domestic securities.

Other Investment Strategies. The Partnership may use certain investment strategies and
techniques to hedge against market risks and to enhance its performance. These strategies and
tedmiqminduieﬁ)pmdmasingandsellingorwﬁthagpmandcaﬂ options on securities, (i) purchasing
securities on a when-issued or delayed delivery basis, (iii) selling securities on a "short-sale" basis and
(iv) "day-trading”.

Options. An option contract entitles the purchaser to purchase ("call”) or sell ("put”) a security
at a particular price within a specific period of time. The Partnership engages in the trading of covered
and uncovered put and call options and participates in the options markets both for speculative
purposes and to hedge against adverse market fluctuations in its portfolio of investments.

The Partnership may also attempt to take advantage of discrepancies in pricing among related
ismbymgaginginspreadkadingofputmdcallopﬁonsandswapandforwardconnactSagaimtone
another on the same security at various strike prices or months of expiration. The Partnership will
auempttopmchasethetmdexvalwdsideoflhesptwdandwsimlmanmb'sellshornheovervahmd
side, with the goal of capturing the price discrepancy over tite.

Participation in the options markets involves certain investment risks and transaction costs. The
correlation between the option prices and the prices of the underlying securities may be imperfect and
the market for any particular option may be illiquid at any particular time. Options transactions are
normally highly leveraged and, accordingly, gains and lesses are magnified If the Partnership writes or
sells an uncovered option, its losses, theoretically, could be unlimited.
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Other Funds, Investment Partnerships and Advisors. In attempfing to achieve its
investment objectives, the Parinership may from time to time invest in other private or public investment
funds or partnerships, or place monies with or utilize the services of advisors selected by the General
Partner who have similar strategies and philosophies as the Partnership and the General Pariner.
Further, the General Pariner may utilize the services of advisors to implement the Partnership’s trading
strategies and construction of hedges, all at the expense of the Partnership, as determined by the
General Partner in its sole and absolute discretion.

When-Issued and Delayed Delivery Securities. The Parinership may purchase securities
on a whenrissued or delayed delivery basis, for payment and delivery at a specified, later date. The
securities' price and yield are generally fixed on the date of the commitment to purchase. During the
period between purchase and settlement, no interest will acerue to the Parmership. At the time of
settlement, the market value of the secunity may be more or less than the purchase price and,
accordingly, the Parinership may realize an immediate gain, but also bears the risk of having an
unrealized loss at the time of delivery.

Shert-Selling. Short-selling involves the sale of a security or a contract which the Partnership
does not own, at a specific price, in the expectation of covering the sale by purchasing the security in the
open market at a later date at a price lower than the specified price. At the time a short sale is effected,
the Partnership borrows the securities from a third party "lender” and delivers them to the buyer. At the
same time, it incurs an obligation to replace the borrowed security at the market price prevailing at the
time the Partnership purchases it for delivery to the lender. At such time the market price can be more
or less than the price at which the Partnership sold the security to the buyer. Since short selling can
result in profits during a period of declining prices, the Parinership can, to an extent, use short selling to
hedge against market risks. However, the Partnership would incur losses to the extent that securities
sold short increase in value. The Partnership may also make short sales "against the box" where it
would borrow securities identical 1o securities that it already owns,

Short-selling is a form of leverage. The profit realized by the Partnership on a shott sale will be
the difference between the price received on the sale and the cost of the securities purchased to cover
the sale. If the securities sold short increase in value, the Partnership will incur a loss. Such losses can
be, in theory, unlimited, while losses on cash purchases of securities are limited to the amount of cash
invested. Short selling is also subject to certain restrictions imposed under the federal securities laws
and the rules of the various national and regional securities exchanges. Further, it is likely that the
lenders of the securities borrowed by the Partnership for short sales will require the Partnership to
collateralize its obligation to replace the borrowed securities with deposits of cash or governmental
obligations, thus increasing the costs of such transactions to the Partnership.

Day-Trading, Day-trading involves the purchase and sale of securities with the infenfion of

closing out the position within a short period of time, usually on the same day. The Partnership can use
day-trading to take advantage of, or to protect against, short term price fluctuations. Because day-
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trading involves an increased volume of transactions, the Pariership's brokerage expenses can
sometimes be higher than would otherwise be the case.

Investors should be aware that, while these kinds of investments may generate higher retums
than traditional investments, losses associated with them may be greater than losses from traditional
investments. The use of such techniques is designed to decrease the usual market risks associated with
traditional, underlying investroents. To the extent, however, that the Partnership uses hedging techniques
and the underlying investments increase in value, the Partnership's retum on the undertying mvestments
may not be as great as it would have been if the Partnership had not hedged its portfolio. If the General
Partner were 1o apply a bedge at an inappropriate time or evaluate market conditions incomrectly, such
strategicscouldlowerﬂ:chmexship’srdmnmmeﬂJmifﬂwyhadnmbemmedorevmmsultm
losses.

Interim Investments. The Partnership will, from time to time, invest its cash i short term
money market instruments, such as high yield corporate debt instruments, short-term U.S. Treasury
obligations, dollar-denominated treasury obligations of foreign govemments, bank certificates of deposit
and other notes and bonds having short maturities or call features that the General Partner believes will
be exercised in the short term. On a short-term basis, funds may also be allocated to outside entities
whose specialization is in the field of eaming slightly higher returns on short-term insured interest bearing
notes, Such investments will be made pending application of Partnership finds to its investment
program, or for temporary defensive purposes, during any periods in which the General Partner believes
that economic or market conditions are unfavorable or suitable equity securities are not available, or to
provide short-term liquidity.

Leverage; Margin. Under the Partnership Agreement, the Parinership is authorized to borrow
to finance its investments. The General Partner may cause the Partnership to leverage its investments in
circumstances in which borrowing would enable the Partnership to obtain a greater refurn on its capital
than would otherwise be possible. Amy such transactions would be subject to applicable credit and
margin regulations. If gains realized on securities purchased with borrowed fimds exceed the interest
paid on the borrowing, the net asset value of the Partnership will rise more quickly than would otherwise
be the case. On the other hand, if investment gains fail to cover interest costs, or if there are losses, the
net asset value of the Partnership would decline faster than would otherwise be the case.

The Partnership will satisfy its margin requirements with cash deposits, treasury bills and other
govemmental debt obligations. All income derived from such cash deposits, treasury bills and
govemmental debt obligations shall be income of the Partnership and shall be allocated in accordance
with the terms and conditions set forth in the Partnership Agreement.

Prime Broker. The Partnership shall generally use Morgan Stanley Dean Witter & Co. as its
Prime Broker, but shall be permitted to use the services of such other brokers and open other and
additional prime brokerage, brokerage and trading accounts as determined by the General Partner in its
sole and absolute discretion.
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Management

The General Partner. Integral Investment Management, L.P., as General Partner, and with
the assistance of Integral Management, LLC, will make all investment decisions and effect the purchase
and disposition of securities on behalf of the Parmership. The General Parter will act with full
discretion, but in accordance with the investment objectives and policies set forth in this Memorandum.
The General Partner is a Texas limited partnership organized in April 1998 to serve as a general partner
of the Partmesship. Integral Management is a Texas limited liability company and serves as general
partner of the General Partner.

The address of the General Partner is 5720 IBJ Freeway, Suite 470, Dallas, Texas 75240-
6330 and the address of the fund administrator, Olympia Capital Assciates L.P., is 1211 Avenue of the
Americas, 29" Floor, New York, NY 10036, telephone number (212) 403-9503, Attn: Larry Platoni.

Conrad P. Seghers, M.B.A., Ph.D. Dr. Seghers is the Chief Executive Officer of Integral
Mmmgﬂnmu,wmmisﬂlegawmlpmmaoftheGmﬁdParmenthmesthmeG)ﬁmdsopento
outside investment, including the Partership. Dr. Seghers has over ten years experience in investment
and financial analysis, acquisition analysis, corporate development, marketing and investor relations. A
summary of the performance of the three (3) finds is hereinafter set forth in this Memorandum. See
“Past Performance of General Partner.”

Dr. Seghers has been involved in the acquisition of institutional, private and federal investment
funding for small corporations and partnerships that retain him as a consultant and parmer. He has
actively participated in road show presentations and financing negotiations with institutional and private
investors, He has also performed company analysis and due diligence for venture capital firms and
partnerships, offering him the opportunity for several seats on the boards of high-growth corporations.

Dr. Seghers worked at the University of Texas Southwestem Medical Center and the Howard
Hughes Institute from 1986 to 1993, where by working with four Nobel Laureates he acquired
expertise in the areas of health-care, biotechnology and emerging technologies, while being active in
mergers and acquisitions and management consulting for the health-care and pharmacentical industries.

Dr. Seghers received B.S. and MLS. Degrees from Texas A&M University, a Ph.D. from the
University of Texas, and an Executive M.B.A. Degree from Baylor University.

James Dickey is the President of Integral Management. He brings to the Partnership over 12
years of experience in financial product design, implementation and sale, including four years as the Vice
President of Product Development for Associates Financial Services.

From 1992 to 1995, Mr. Dickey was head of product development for Republic Financial
Services, Inc., where his responsibilities included establishing markefing and pricing strategies. Prior to
that, he was Assistant Product Manager with Great American Insurance, a subsidiary of American
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Financial Corporation, where his duties included product strategy and design, and market and firm
analysis. Each of his positions has inchaded significant involvement in compliance and regulatory issues
at both the state and federal level.

Mr. Dickey has extensive experience with compliance and regulatory issues at both the state and
federal level. He holds a BA from Stanford and an MBA from Baylor Univessity.

Sam Vogel is the Chairman of Integral Management. He has extensive experience within the
intemational equity, commodity, energy and derivative markets. A substantial part of this experience
was gained from 1988 wntil 1995 when Mr. Vogel was in charge of the equity and equity derivative
trading departments for two of the largest banks in South Africa, Nedbank and Finansbank and
intemational bank, West Merchant Bank. From 1995 to 1997 be consulted to South Afiican
institutions on asset allocations, portfolio structuring, and derivative strategies.

Mr. Vogel moved to the USA in 1997 and in a position of Executive Vice President assisted in
establishing the broker-dealer for the Oxford Financial Group in Houston, Texas, followed by his
involverment with Amerex Energy within the Institutional Power and Gas Derivative Markets.

Mr. Vogel received his Bachelor of Commerce from the University of the Witwatersrand in South
Africa. He holds the Series 7, 63, 4 and 3 Securities Licenses, as well as Option Principal and
Commodity Licenses.

Interest of the General Partner. The General Partner has directly contributed capital to the
Partnership and will, accordingly, be allocated a percentage of the Partnership's income, gains, losses,
credits and deductions at least equal to its equity interest in the Partnership. The General Partner's
aggregate Capital Account balance will be not less than the lesser of $500,000 or 1% of the sums of the
Capital Account balances of all Partners, as well as any additional amounts it may, i its exclusive
discretion, elect to make.

The General Partner bears most of the expenses of operating the Parnership, including
expenses for personnel and overhead. The Partership bears eny taxes or govemmental charges
assessed on the Partnership, brokerage and similar costs and fees, legal and accounting expenses
associated with investment fransactions, the costs of preparing the Partnership's tax retums and financial
statements and reports, legal expenses incurred in connection with any lifigation involving the
Partnership, and any judgments or amounts paid in setflement. The Limited Partners will reimburse the
General Pariner for organizational and legal expenses incurred in the organization and mamienance of
the Partnership and the sale of Interests, by contributing a maximum of $10,000 per year to the General
Partner, and will deduct the amount to be reimbursed pro rata among all Limited Partners in accordance
with their respective Contributions.
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Management Fees. For its services fo the Partnership, the General Partner is paid a
quarterly management fee, in advance, equal to 0.25% (approximately 1% per amum) of the net assets
of the Parinership. The management fee is an expense of the Partnership chargeable to the capital
accounts of the Limited Partness.

Allocation of Net Gain.  The General Partner will receive an allocation of a portion of the
Partnership's net gain, if any, for a period that would otherwise be allocated to each Limited Partner.
Such an allocation will only be made for a particular period, however, if the cummlative net gain
allocated to a Limited Parmer through the end of such period (afler taking into account any such
allocations to the General Partner for prior periods) exceeds the highest amount of cunmilative net gain
allocated to such Limited Partner as of the end of any prior period (the “High Watermark™). In such
event, the General Partner will be allocated 20% of the net gain for such period otherwise allocable to
such Limited Partner (exclusive of amy portion of such net gain which must be counted towards
cumulative net gain in order for it to exceed the High Watermark), payable quarterly.

Net gain is the amount by which all allocations to a Limited Partner of income and gain exceed
all allocations to him of loss. The determination of the General Partner's allocation of net gain takes into
account both realized capital gains and losses of, and the wmrealized appreciation and depreciation in,
the Partnership's investments, as well as dividends and other types of income and all related expenses.
The Limited Partners will be affected by any allocation of net gain to the General Pariner in proportion
to the amount of net gain allocated to them for the quarter. Limited Partners who make initial or
additional capital contributions, or completely or partially withdraw from the Partnership, as of any date
other than the last day of a calendar quarter, will be subject to a similar allocation to the General Pariner
of net gain otherwise allocable to them for the partial period following their contribution or prior to their
withdrawal solely with respect to the amount so contributed or withdrawn. If a partial withdrawal is
effectuated at a time when the withdrawing Limited Pariner’s capital interest has a net loss position, such
net loss shall be reduced pro rata on account of the partial withdrawal.

Prospective investors in the Partnership should be aware that:

(a) the General Partner’s right to receive an allocation of net gain may create an incentive
for the General Partner to make investments on behalf of the Partnership that are riskier or more
speculative than would be the case in the absence of such performance allocation;

(b)  the allocation of net gain will be based on the unrealized appreciation of the
Partnership's investments as well as ifs realized gains;

(¢) the allocafion of net gain will be defermined quartedy with reference to the preceding
period (or, as noted above, a shorter period in the case of the first allocation with respect to a Limited
Partner who makes his or her initial investment in the Partnership at any time other than the first day of a
quarter) and will be measured by the amount of net gain allocable to the Limited Partners with respect
to such period; provided, however, that an allocation will be effected for such period only if the
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qmﬂaﬁvenﬁgﬁnaﬂocﬁedmmeljnﬁmdmmmxghmemdofMdeM(aﬁumﬁngm
account any allocations to the General Partner for prior periods) exceeds the High Watermark.

(d) secuties held by the Partnership for which market quotations are not readily available
will be valued by the General Partner in the manner set forth in the Partnership Agreement; and

(e) the General Partner's allocation of net gain may be greater or less than compensation
charged by other investment advisors for comparable services.

Custody and Brokerage Arrangements. The Partnership's securities and other assets will
be held in the custody of such custodians or depositaries as the General Partner may select from time to
time. In addition, the General Partner will select such brokers or clearing agents fo act for the
Partnership as it deems necessary or desirable. The General Pariner will attempt to obiain from any
broker the lowest net price and best execution available, consistent with the Partnership's investment
objectives and good practice. In any event, fees and commissions paid by the Partnership to any
broker or custodian shall be reasonable in relation to the services provided and cornparable to fees and
commissions charged by other brokers or custodians to unaffiliated institufional customers for similar
transactions at the time, although they may not necessarily be the lowest charges obtainable. In selecting
any broker or custodian, the General Partner roay take into account the fact that the broker has
furnished the General Partner with statistical, research or other information or services which may
enhance the General Partner's services generally, whether or not such services are of any benefit to the
Partnership.
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Past Performance of General Partner and the Partnership

The following is a summary of the performance of three (3) funds managed by Integral
Management for 1998, 1999, and 2000, which summary is net of all fees and allocations to the General
Partner:

Past Performance of Partnership
PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS

Integral Asbitrage, L.P. Integral Integral Equity, L.P,

(k/a SumHt investments, L.P.) Hedging, L.P. {kla Genesis Market Neutral
Index Fund, L.P)

Rate of Retum (Net of Fees)

1998 1899 2000 1998 1989 2000 1958 1988 2000

Jan 1.58% 1.79% 1.83% 1.46% 2.26% 0.55%
Feb 1.71% 1.53% 2.54% 1.51% 2.83% 1.07%
Mar i 1.72% 1.57% 2.60% 1.72% 2.73% 0.57%
Apr 1.49% 1.10% 2.23% 1.11% 2.36% 0.44%
May 0.94% 1.48% 1.84% 1.44% 151% 0.12%
Jun 1.63% 1.02% 2.04% 1.01% 2.26% 0.34%
Jut 1.53% 1.89% 2.23% 1.32% 1.82% 1.86%
Aug 2.13% 1.43% 2.27% 1.36% . 1.39% 1.36%
Sep 2.08% 1.42% 1.29%-1.21% 3.19% -0.44%
Oct 1.38% 1.15% 1.60%0.80% 3.17% 0.88%
Nov 209% 1.53% 1.22% 1.50%0.88% 1.22% 2.28% 1.22%
Dec 2.11% 1.14% 1.15% 2.10% 1.14%0.82% 2.80% 2.94% 1.10%
Annualized(Yeardo-Date) 28.30% 20.60% 18.27% 28.30% 25.80% 13.00% 27.67% 32.82% 9.47%

Additional Funds Management by the General Partmer or Affiliates

The General Partner also manages another private investment parinership known as Pinnacle
Option Fund, L. P., a Texas limited partnership (“Pinnacle”), and Conrad Seghers, manages Exponential
Returns, LP., a Texas limited partnership (“Exponential”) through his control of its General Partner,
Exponential Returns Management, LP.  Pinnacle and Exponential generally invest in a combmation of
venture capital investments and private investment partnerships. At all times, at least two~thirds (2/3) of
the capital of Pinnacle and Exponential is invested in venture capital privaie placements.
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IV. USE OF PROCEEDS

All of the proceeds of this Offering, less organizational, ongoing legal, and selling expenses
reimbursable to the General Pariner (reimbursable at a maximum of $10,000 per year), will be utilized
for the investment program of the Parinership, less whatever reserves for Partnership expenses are
deemed appropriate by the General Pariner.

V. RISKFACTORS

A prospective investor should carefully consider, in addition to the factors discussed elsewhere
in this Memorandum, the following risk factors before subscribing for an Interest:

General

As a Partnership investing primarily in currency, bond and equity markets and their indices, the
Pmlnershipwillbesubjecttononmlmaxketﬁsks,swhaslheﬁskthatpﬁoesin@lemlmaydedme
over short or extended periods. A large portion of this risk is offset by the Partnership’s hedges, which
consist of complex matrices of equities, indexes, swap contracts, forwards and call and put options
thereon. The financial markets tend to be cydlical, with periods in which stock prices generally rise or
decline. There is no assurance that the investment objectives of the Partnership will be achieved. In
addition, the Partnership does not expect to make cash distributions. Accordingly, an investment in the
Partnership may not be suitable for investors with a need for current income.  Further, an investment in
the Partnership should not be considered as a complete investment program.

Diversification; Unspecified Investments

The ability of the Partnership to diversify its investments will depend in part on the aggregate
amount invested in the Partnership by the Limited Partners. The smaller the number of subscriptions
received, the more difficult diversification of the Partnership's investments may be to achieve.
Prospective investors have only limited information as to the specific assets of the Partnership or other
relevant economic and financial information, which, if available, would assist them in evaluating the
merits of investing in the Partnership. Tnvestors must depend on the ability of the General Partner with
respect to the selection of mvestments.

Reliance on the General Partner and Integral Management

The Limited Partners will have no right or power to take part in or direct the management of the
Partnership. All decisions with respect to the Partnership's management and investrents are made by
the General Partner and Integral Management. Although Integral Management has substantial
expen'mceinseauiﬁesinvmﬁnaumdﬁnanoe,ﬂlisisﬂxeﬁmﬁnnmatﬁhasopaatedaﬁnﬁed
partership with the size and objectives of this Partnership. Further, at least initially, the ability of the
Partnership to attain its objectives will depend almost entirely on the General Partner and the prncipals
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thereof. Should their services no longer be available, the impact on the Parinership would be adverse
and it is unclear whether or not the Partnership could continue to operate in such event.

Investment in Unlisted or Restricted Securities

The Partnership can invest in unlisted securities or contractual agreements (such as forwards and
mapsmdrepm,whid:nmymvdveaﬁghdegeeofbmbessmdﬁnmddﬁsk)moﬂmﬁmﬁed
partnerships. In addition, the Parinership may invest in other private or public funds or have the
Pmﬁp’sﬁmdsmmedbyadﬁsmhmhgﬁmﬂwtadhgswegismdphﬂowphiesmme
General Pariner, all at the expense of the Partnership. Becanse of the absence of any substantial trading
market for these investments, and, as to unregistered securities, the imposition of restrictions on resale,
the Partnership might take longer to liquidate these positions than would be the case for publicly traded
securities. Although these securities may be resold in privately negotiated transactions, the prices on
these sales could be less than those originally paid by the Partnership. Further, issuers whose securities
are not publicly traded may not be subject to pubhc disclosure and other imvestor protection
requirements applicable to publicly traded securities.

Limited Liquidity

There is no public trading market for the Interests and none is expected to develop. Further,
the Partnership Agreement restricts the transferability of the Interests. While a Limited Partner will have
medgkxtwvviﬂlda:whsmkummihehrumslﬁpaﬂamy'w,myswhwithdmwalnmymﬂybe
made as of the end of a fiscal quarter of the Parinership, there can be no assurance that the value of a
Limited Partner’s interest in the Parinership may not decrease between the time such Limited Partner
determines to withdraw and the effective date of such withdrawal. Further, the Partnership Agreement
provides that, under certain conditions (such as prevailing market conditions which make the
determination of the value of an interest in the Parinership impossible or impracticable), the General
Parmamay,initssolediscreﬁm,suspmdﬂleﬁgmofLinﬂtedParmemtowiﬂxirawormaylimit
withdrawals to a portion of a Limited Partner’s then current Capital Interest, if the General Pariner
deems such limitation to be appropriate under the circumstances to effect an ordedy liquidation of
Parinership assets or otherwise to protect the interests of non-withdrawing Partners. All realized losses,
break—upfeesmdoﬂxermstsrdaﬁngmﬁqlﬁdaﬁngassetsofﬁxermghipweﬁ'ectaLinﬁted
Partner’s withdrawal of all or a portion of its Capital Interest in the Partnership shall be bome by such
withdrawing Limited Partner and shall be withheld from the proceeds delivered to such withdrawing
Limited Partner.

Execution of trades may be difficult or impossible in markets that lack liquidity because of
insufficient trading activity and exchange price limits. The Partership assumes the risk that there may
not at all times be a liquid offset market on an exchange or over-the-counter market due to, among
other things, insufficient trading interest, exchange imposed restrictions or trading halts or restrictions.

Contflicts of Interest
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The General Partner does not believe that it will encounter significant conflicts of interest in
fulfilling its duties to the Partnership. In the event of such conflicts, certain provisions of the Parinership
Agreement are designed to protect the interests of the Limited Partners. In addition, the General
Partner is accountable to each Limited Partner as a fiduciary and consequently must exercise good faith
and integrity in handling Partnership affairs. There can be no assurance, however, that possible conflicts
of interest will not arise, including:

Competition for Management Services.  The General Partner, Integral Management,
LLC, Dr. Seghers, Mr. Vogel and Mr. Dickey will devote as much of their time to the business of the
Partnership as in their judgment is reasonably required. They may have conflicts of interest in allocating
management time, services and finctions among the Partnership and any other partnerships or other
ventures, which may be organized by the General Partner or its affiliates.

Competition for Investments.  The General Partner and its affiliates are engaged for their
own accounts, and for the accounts of others, in investing in equity, cumrency and debt securities. The
General Partner and its affilistes may organize other limited partnerships with investment objectives
similar to those of the Partnership. The Parinership Agreement generally provides that the General
Partner will not be obligated to present any particular investment opportunity to the Partnership, even if
such opportunity is of a character that, if presented to the Partnership, could be taken by it. The
General Pariner will attempt to resolve any conflicts of interest between the Partnership and others by
exercising the good faith required of a fiduciary, and the General Partner believes that it generally will be
able to resolve any conflicts on an equitable basis. The General Partner shall have no obligation to
disclose the holdings or trading records of the Partership of other investment funds managed by the
General Partner or its affiliates.

Trading Strategy

The Partnership’s investment strategy depends on the profitability of the market positions
selected by the General Partner. Although the trading strategy employed by the General Partner has, in
mepwt,bemaﬂemamsﬁdb'idmﬁfymdexpldtrdaﬁvenﬁspddngsmmevaﬂommkﬁ&&xh
past success is not necessarily indicative of the future success of the Partnership’s trading activities.

Margin and Leverage

The Partnership may acquire and maintain its positions “on margin”. To hold an open position
mmmemmmmma‘mgnwmmmMmamgnmm
at a certain specified level. This margin deposit serves as a security to protect the brokerage firm against
declines in the value of the position. Should the value of the position move adversely so that the margin
falls below ifs required level, additional amounis of margin deposit will be required. Should the
Partnership be unable to pay such additional amounts where required, the brokerage firm could liquidate
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the Partnership’s positions in the Partnership’s account at the brokerage finm and cause the Partnership
to realize a significant loss.

Trading in Options Is Speculative

Prices of most, if not all, equities, bonds, options and similar contracts are highly volatile. Price
movements for options contracts, for example, which may fluctuate substantially during a short period of
time, are influenced by numerous factors that affect the markets, including, but not limited to, changing
supply and demand relationships, govemment programs and policies, national and intemational political
and economic events, and changes in interest rates.

Execution of Orders

The Partnership’s trading strategy depends on its ability to establish and maintain an overall
market position as determined by the General Partner. Should the Partnership’s trading orders not be
executed in a timely and efficient manner, the Partmership might not be able to achieve the market
position selected by the General Partner and might incur a loss in liquidating its position.

Counterparty Creditworthiness

The Parnership’s trading sirategy and success depend upon the Partnership’s ability to
successfully enter into transactions with counterparties. Transactions with counterparties may cause the
Partnership to incur substantial risk because the counterparties may be unable or unwilling to safisfy their
contractual obligations under agreements with the Partnership because the counterparty’s losses may
exceed the net worth of the counterparty.

V1.  TERMS OF THE OFFERING
General
The Partnesship is offering Interests solely to “accredited investors” who have no need for
liquidity in their investments. See "Risk Factors - Limited Liquidity".

The Interests are being offered subject to the General Partoer's right to reject any subscription,
in whole or in part, or to withdrawal of this Offering, in whole or in part, at any time. The Partnership
expects to continue to offer Interests, and may admit additional Limited Pariners from time to time, for
an indefinite period. There is no maximum dollar amount of Interests that the Partnership may sell;
provided, however, that the Parinership may not have more than 100 partners.

The minimum investment is $1,000,000, although the General Partner may accept subscriptions

for less. After any full quarter of a Limited Partner's mitial Capital Contribution has passed, the General
Partner will have the right to redeem and repurchase the Interest of any Limited Partner for any reason
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whatsoever, regardless of the then cumrent value of such Limited Partner's Capital Account. See
"Summary of the Partnership Agreement - Partnership Finances” and “Optional Redemptions™.

Subscriptions are fully payable at one or more closings of this Offering. Subscriptions are
payable by certified or bank check or by wire transfer to the Partnership's account. Closings will
continuously occur from time to time as of the end of any month.

Investors should understand that an Interest does not represent a fixed percentage of the
Partnership or entitle a Limited Partner to a fixed share of the Partnership's income. Rather, an Interest
consists primarily of such Limited Pariner's Capital Account and Unrealized Profit and Loss Account
and is determined with reference to such accounts and the total capital of the Partnership. See
"Summary of the Partnership - Partnership Finances”.

Manner of Subscribing

Each investor who wishes to subscribe for an Interest is required to (i) complete, execute and
deliver 1o the General Partner the Subscription Agreement (with triplicate original counterpart signature
pages), which signature pages shall also be used as the signature page for the Partnership Agreement,
together with any information requested therein, (i) complete, execute, and deliver to the General
Partner a Confidential Offeree Questionnaire, and (iii) pay, by certified or bank check o by wire
transfer, to the Partership's account an amount equal to the full subscription price for the Interest
subscribed. Subscription payments will be accepted at one or more closings. Forms of the Subscription
Agreement and Confidential Offeree Questionnaire are attached as exhibits to this Agreemnent.

Private Placement

The Interests have not been registered under any federal or state securities law. The offering
and sale of the Interests is being made solely to investors who qualify as "accredited mnvestors” (1) in
reliance on the “private placement” exemption from registration provided in Section 4(2) of the
Securities Act of 1933 (the “1933 Act”) and Rule 506 of Regulation D promulgated thereunder and (2)
in reliance on appropriate exemptions from state registration and qualification requirements where
available. See the Subscription Agreement and Confidential Offeree Questionnaire attached as exhibits
to this Memorandum.
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VIL SUMMARY OF THE PARTNERSHIP AGREEMENT

The rights and obligations of the Partners are govemed by the Partnership Agreement which is
set forth in Exhibit “A” to this Memorandum. Prospective investors should read the Partnesship
Agreement carefully before executing the Subscription Agreement. The following discussion of the
Parinership Agreement and related matters is infended to be a summary only, does not purport to be
complete, and is qualified by reference to the Partnership Agreement in its entirety.

Responsibilities of the General Partner

The General Partner has the exclusive management and control of all aspects of the business of
the Partnership, including the management of the Partnership's investment portfolio. In the course of its
pmﬁ'oﬁormnaganmg&eﬁmalPMnny,mhsabsdmedisueﬁm,bmmmdmwimme
Partnership's investment objectives and policies, buy, sell and otherwise deal in investments, when and
on such terms as it determines to be in the best imterests of the Partnership. With the consent of a
majority in interest of the Limited Partners, the General Parner may transfer ifs interest in the
Partnership to any person or entity. See Article Ten of the Partnership Agreement.

Partnership Finances

A Partner's interest in the Partnership consists of the Capital Account and Unrealized Profit and
Loss Account maintained for the Partner on the books of the Partnership, the value of each of which will
be calculated not less frequently than as of the end of each Fiscal Month of the Partnership. The
Unrealized Profit and Loss Account is credited and charged with the unrealized appreciation and
depreciation in the value of the Partnership's investments. Such valuations will be made by the General
Partner in accordance with the procedures described below. The Capital Account is credited with a
Partner's contributions to the Partnership as well as the amount of the Partnership’s net income allocable
to the Partner, and charged with the amount of the Partnership’s distributions to the Partner and the
amount of the Partnership's net losses allocable to the Partner. Afier taking into effect the one percent
(1%) management fee and the twenty percent (20%) incentive fee payable to the General Partner, as
more particulardy described berein (see “Management”), dlocations and distributions are made among
the Partners in proportion to their respective capital interests. See Sections 306, 501 and 602 of the
Partnership Agreement.

The Partnership does not intend to make any or substantial distributions of cash to the Partners -

prior to the dissolution of the Partnership, although the General Partner has the right to make
distributions of cash to Partners in its discretion, and will, from time to time, distribute amounts allocated
to the General Partner's capital account to cover its expenses incurred in managing the Partnership. See
Section 505 of the Partnership Agreement.

The General Pariner will value the Partnership's investments in the manner set forth in Section
306 of the Partnership Agreement.
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Withdrawals

Subject to certain restrictions, following the first one year amniversary date of its initial
investment in the Partnership, a Limited Partner may withdraw all or part of ifs interest in the Parinership
quarterly, upon delivery of at least 30 days' prior written notice to the Partnership. The Partnership will,
as soon as possible, pay the value of any Partnership interest withdrawn (determined as of the fiscal
quarter end), provided, however, that in the case of complete withdrawals only, the Partnership may
elect to pay only 90% of the value of the Partership interest withdrawn. The remaining 10% will be
retained by the Partership until the completion of the audit of the Partnership's financial statements for
the fiscal year in which such withdrawal eccurs, for the purpose of effecting any adjustments with
respect to the value of the withdrawn Parinership interest shown to be appropriate by such audited
financial statements. Further, all realized losses, break-up fees and other costs relating to liquidating
assets of the Partnership to effect a Limited Partner’s withdrawal of all er a portion of its Capital
Interest in the Partnership shall be bome by such withdrawing Limited Partner and shall be withheld
from the proceeds delivered to such withdrawing Limited Partner. Amounts payable on withdrawal will
also be reduced to the extent of any net gain allocations owed to the General Partner (see "Management
- Allocation of Net Gain™).

Withdrawals will be paid in cash or, at the discretion of the General Pariner, in securities
selected by the General Partner or by a combination of cash and such securities. Notwithstanding any
provision herein or in the Parmership Agreement to the comtrary, the right of withdrawal may be
suspended by the General Partner, in whole or in part, during any period in which it determines that
interests may not be fairly valued, if the Partnership does not have sufficient liquidity to effectuate such
withdrawal or if such withdrawal would, in the General Partner’s sole discretion, be detrimental to the
value of the Interests of the other pariners of the Parmership. See Sections 305 and 306 of the
Partnership Agreement.

Provided that the General Partner, and/or its affiliates, have aggregate Capital Account balances
of not less than the lesser of $500,000 or 1% of the sums of the Capital Account balances of all Limited
Partners, the General Partner, and/or its affiliates, as the case may be, shall be permitted to withdraw a
portion of its Capital Account on any Valuation Date(as defined in the Partnership Agreement) of the
Partnership; provided, that such withdrawal does not have an adverse impact on the other pariners in
the Partnership.

Optional Redemptions

After any Fiscal Quarter of investment, the General Pariner will bave the right to cause the
Partnership to redeem and repurchase all or any portion of the Inferest of any Limited Partner for any
reason whatsoever, regardless of the balance of such Limited Partmer's Capital Account at that time.
The Parinership will redeem the Interest at a price equal to the amount of the Capital Account and
Unrealized Profit and Loss Account maintained for such Limited Partner, less the amount of any net gain
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allocation owed to the General Partner (see "Management -- Allocation of Net Gain™). Amy such
redemption would be made as of the end of a calendar quarter and would only be effected if, at the
time, the redemption price would be in excess of all amounts previously contributed by such Limited
Partner o the Parinership, less the amount of any distributions previously made by the Partnership to
such Limited Partner. The General Partner will maintain the 99-Limited Partner limit imposed on the
Parinership in order to maintain ifS exemption from registration as an investment company under the
Investment Company Act of 1940,

Reports

Limited Partners will receive (i) quartedy reports stating (a) the net asset value and changes in
the net asset value of the Partnership from the prior Fiscal Quarter, and (b) the increase or the decrease
in their Limited Partner Capital Account and Unrealized Profit and Loss Account, together with the
present value of such account afier allocation of all Partnership expenses, management fee and incentive
fee, and (jii) annual reports, including audited financial statements, together with calculations allocating
profits and losses (realized and unrealized) to each Partner’s Capital Interest. See Section 602 of the
Partnership Agreement.

Exculpation and Indemnification of the General Partner and its Affiliates

The Parinership Agreement exculpates the General Partner, to the fullest extent permitted by
law, from liability for any act, omission or error of judgment in performing its duties to the Partnership if
it acts in good faith and in a roanner it reasonably believes to be within the scope of authority granted to
it and in or not opposed to the best interests of the Partnership, unless such liability arises out of the
gross negligence or willfl misconduct of the General Partner in the performance of its fiduciary duty to
the Limited Pariners. The Partnership Agreement also provides for indemnification by the Partnership
of the General Partner and its affiliates, to the fullest extent permitted by law, for liabilities incurred in its
capacity as General Partner of the Partnership, except for acts of gross negligence or willful misconduct.
As a result of such exculpation and indemnification provisions, a Limited Partoer may bave a more
Iimited right of action than he would otherwise have in the absence of such provisions. Limited Partners
will be notified if any indemnification is made and of the reasons therefore. See Sections 802 and 803
of the Partnership Agreement.

The investment advisory agreement between the Partnership and Integral Management provides

for similar exculpation and indemnification of Integral Management in its capacity of general partner of
the General Partner of the Parership.

Term and Dissolution
The Parnership will continue until December 31, 2040, at which time it will be dissolved, unless

the General Partner and a majority in interest of the Limited Pariners determines otherwise. The
Partnership may be dissolved at an earlier date if certain contingencies occur. On dissolution of the
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Partnership, it will be liquidated and the proceeds thereof will be distributed to the Partners in
proportion to their interests in the Partnership. A final accounting will be made by the General Partner
and fumished to all Limited Partners. See Sections 901 and 902 of the Partnership Agreement.

Amendments

‘The Partnership Agreement may not be modified or amended except with the written consent of
the General Partner and a majority in interest of the Limited Pariners (as calculated by financial assets),
except that, for certain limited purposes relating to administrative matters, the Geperal Partner, without
the consent of the Limited Partners, may amend the Partnership Agreement. Any amendment which
would have a material adverse effect on the rights or interest of any Limited Pariner would also require
the consent of such Limited Partner. See Sections 1206 and 1207 of the Parinership Agreement.

Restrictions on Transfer

A Limited Partner may not transfer any portion of its Interest without (@) the prior written
consent of the General Partner (except on the death of an individual Limited Partner or by operation of
law pursuant to the reorganization of a Limited Partner), which consent may be withheld in the General
Partner's sole and absolute discretion, and (ii) receipt by the General Partner of an opinion of counsel
that such transfer would not result in a violation of any federal or any applicable state securities laws, the
Partnership being required to register as an investment company under the Investment Company Act of
1940, or the termination of the Parmership for tax purposes. See Sections 1101-1107 of the
Partnership Agreement.

Limited Liability

Pursuant to the Texas Revised Limited Partnership Act and Section 206 of the Partnership
Agreement, no Limited Partner of the Partnership shall be liable for the obligations of the Partnership in
excess of each Limited Partner’s Interest in the Partnership.

VIII. TAX CONSIDERATIONS
General

This is a summary of certain United States federal income tax considerations that may be
relevant to prospective investors, based on the Intemal Revenue Code of 1986, as amended (the
"Code'), administrative regulations and rulings of the Department of the Treasury, and judicial decisions,
all of which are subject to change. This summary is not intended as a substitute for careful tax planning.
The applicability of Code provisions to individual investors will vary. Aceordingly, prospective
investors are urged to consult with their own tax advisors with specific reference to their own tax
situations and potential changes in applicable law.
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Quualification as a Partnership

In comection with the preparation of this Memorandum and the Partnership Agreement, the
counsel to the Partnership has rendered an opinion that the Partnership will be classified as a
partnership, rather than as an association taxable as a corporation, for federal income tax purposes.
“The opinion is based on a number of assumptions, which are set forth in the opinion. The opinion is not
binding on the Intemal Revenue Service (the "IRS"). Moreover, the IRS adopted regulations that
became effective in January 1997 which allow each Partnership to elect to be treated as a partnership,
rather than as an association taxable as a corporation, for federal income tax purposes. Accordingly,
the Partnership will file an appropriate election to be treated as a partnership for such purposes.

If the Partnership were treated as an association taxable as a corporation for federal income tax
purposes, it would itself be taxed on its taxable income at corporate rates. In such case, the amount of
the Partmership's cash otherwise available for distribution to the Limited Pariners would be reduced by
the amount of such tax. Cash distributions would be treated as dividends in the hands of the Limited
Pariners, subject to tax as ordinary income to the extent of Partnership eamings and profits. Further,
any losses incurred by the Partnership would only be allowed as deductions for the Parinership, rather
than being passed through to the Limited Partners.

Certain partnerships are treated as corporations for federal income tax purposes if they are
deemed to be “publicly-traded partnerships”. A partnership can be found to be publicly-traded if
interests therein are traded on an established securities market or are readily tradable on a secondary
market or the substantial equivalent thereof The IRS has stated that partnership interests will not be
considered readily tradable on a secondary market (or substantial equivalent) if (i) such interests are
issued in fransactions that are not registered under the Securities Act of 1933, and (ii) the partnership
does not have more than 100 partners.

In determining the number of partoers, the beneficial owners of grantor trusts, partnerships and
S corporations (“flow-through entities”) which are partners in a partnership will be counted if
substantially all of the value of the beneficial owners' interest in the flow-through entity is attributable to
the flow-through entity's interest, direct or indirect, in the partnership and the "prncipal purpose test” is
violated. This test is violated if a principal purpose of the use of the flow-through entity is to permit a
partnership to satisfy the 100-partner imitation.

Inasmuch as, among other things, the Partnership may not have more than 99 Limited Partners,
and, based on information requested of investors, the Partnership intends to limit its Limited Partners so
as to satisfy the 100-partner limitation, the Partnership should not be treated as a publicly traded
partnership for federal income tax purposes.
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General Tax Treatment of the Partnership and the Limited Partners

Solmgasdlel’armexshipisclassiﬁedasapmmashipforfedaalincomtaxpmposm,the
Partnership itself will not be subject to federal income tax. Rather, each Limited Pariner is required to
reportonitsowntaxxeunnitsaﬂwableshareofdleitemsofinwme,gain,loss,dedwﬁm,creditand
tax preference of the Partnership, whether or not any actual distributions are made to such Limited
Parmerduringthetaxableyear.(Ihetaxneannmtoffmeignljmitedeiscﬁscmwdbelowunder
"Foreign Limited Pariners™).

Each Limited Partner reports its distributive share of any income or loss for its taxable year in
which the taxable year of the Partnership ends.

A Limited Partner's tax basis for its Interest will be relevant in determining, among other things,
the income tax consequences of Partership distributions, the deductibility of Partnership losses, and
gain or loss on the sale of the interest Generally, this basis will be equal to the Limited Partner's
subscription price for its Interest, plus any additional capital contributions, plus its share of those
lishilities of the Partnership with respect to which neither the General Partner nor any of the Limited
Partners has any personal liability. Each Limited Partner will increase the tax basis of its Interest by the
amount of its allocable share of the Partnership's taxable income for any year, and reduce the tax basis
of its Interest by the amowunt of its allocable share of the Parinership's taxable loss and by the amount of
any cash distributed by the Partership to it during such year. Any reduction of its share of the
Partnership's nonrecourse indebtedness will also reduce its basis.

If the tax basis of a Limited Partner's Interest is reduced to zero through cash distributions,
allocation of loss, or reduction of nonrecourse indebtedness, the amount of any further cash distributions
(or any reduction in Partnership nonrecourse indebtedness) in excess of its share of the income reported
by the Partnership for any year will generally be treated as gain from the sale or exchange of a capital
asset. A Limited Partner will also recognize gain or loss on the complete liquidation of its Interest,
umsumdbyﬁxediﬁ‘emwebetwemtheamomtmceivedandﬂnelinﬁtedpmmdstaxbmismits
Interest. Any gain or loss recognized on complete liquidation or as a result of distributions in excess of
tax basis will, in general, be treated as capital gain or loss, and such capital gain or loss will be treated as
long-term capital gain or loss if the Limited Partner has held its Interest for more than one year at the
time the gain or loss is recognized.

The use of the Limited Partnership structure means that corporate taxes are avoided, increasing
the retums of the General Partner and the Limited Partners.

Trading or Investing
A mumber of the tax consequences attendant on an investment in the Partnership, such as the

deductibility of certain types of Partnership losses (see below), will depend on whether the Partnership
is treated as being engaged in "trading” or “investing". The Partnership could be treated as engaged
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entirely i trading or entirely in investing, or as a trader with respect to some of is activities and an
investor with respect to others. In general, a taxpayer is treated as a trader if it engages in a large
number of transactions and holds securities for a short period of time to eam short-swing profits, and as
an investor if it holds securities for a longer period of time in order to realize capital appreciation. The
General Partner believes that most, if not all, of the anticipated transactions of the Partnership will be
treated as trading activities and anficipates filing the Partnership’s information fax retums accordingly.
The Parmership's actual activities may differ from those that are currently anficipated or the IRS may
take a different position than the General Partner as to whether some or all of the Partnership's activities
constitute trading.  Accordingly, the General Partner cannot predict with any certainty as to the extent
that its operations will constitute trading and the extent that it will constitute investing,

Limits on Deductibility

The income tax law contams a number of provisions that can restrict 2 Limited Pariner's ability
to deduct on its own tax retum Partnership losses that are allocable to it A Limited Partner may only
deduct its share of the Parmership's taxable loss and deductions to the extent of its tax basis for its
Interest.  Partnership losses which exceed the Limited Partner’s tax basis may be carried over
indefinitely and, subject to the other limitations discussed below, deducted in any future year to the
extent its tax basis may have increased above zero.

In addition, Limited Partners which are individuals or certain closely-held corporations may be
limited in their use of Partnership losses by the so-called "at risk” rules. Under these rules, Partnership
losses cannot be deducted except to the extent of a Limited Partner's "at risk amount” which, in general,
will include its unrecovered capital contrbutions and its share of undistributed Partnership taxable
income,

A non-corporate Limited Pariner may be subject to certain "investrnent interest” lmitations.
These rules would limit the deduction for investment interest to the Limited Partner's net investrent
mcome, that is, the excess of investment income (generally interest, dividends and capital gain) over
investment expenses (other than iterest expense). For this purpose, the Limited Pariner's net
mvestment income and investment interest expense from all sources, including parinership investment
activities, would be aggregated. Partnership interest expense would include interest expense incurred
either by the Partnership or by a Limited Pariner to finance the purchase of its Interest.

To the extent that the Partership is treated as engaged in investing, a non-corporate Limited
Partner may not be allowed to deduct a portion of the Partnership's miscellaneous expenses. Certain
miscellaneous itemized deductions (such as accounting expenses) of non-corporate taxpayers are
allowable only to the extent they exceed a "floor” amount equal to 2% of the taxpayer's adjusted gross
income. Any deductions not allowable by virtue of this rule will not be treated as investment expenses
for purposes of the investment interest limitation, and will also in effect not be deductible for altemnative
minimum fax purposes. These limitations should not apply, however, to the extent the Partnership is
treated as engaging in trading.
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Regardless of whether the Partnership is treated as a trader or an investor with respect to any
spedﬁckmswﬁm&gahmhssredimdmﬂndiswsiﬁmdamﬁﬁsmﬁﬁmgmﬂkvﬁﬂbe
treated as a capital gain or loss. Under certain circumstances, however, gain or loss arismg from
fluctuations between the relative values of the U.S. Dollar and the currency in which the position is
denominated will be treated as ordinary gain or loss. Capital losses generally may be deducted only to
the extent of capital gains, except for non-corporate taxpayers who are allowed to deduct $3,000 of
capital losses per year against ordinary income without regard to capital gains. Corporate taxpayers
maycartyb@mmedcapitalloss&sfortbreeymandmaymnyforwardsmhlosssforﬁveym.
Non-corporate taxpayers may carry forward unused capital losses indefinitely, but may not carry them
back.

Additional Tax Considerations

The use of the Limited Partnership structure means that corporate taxes are avoided, increasing
the retums of the General Partner and the Limited Partners.

The following paragraphs are intended for pension plans, individual refirement accounts
(“IRAs™), 401(k) plans, simplified employee pension plans and other tax exempt entities considering an
investment in the Partnership.

Unrelated Business Income Tax

Limited Partners which are entities exempt from federal income tax will not be subject to tax on
their respective shares of Partnership income unless the income of the Partnership is deemed to be
subject to the unrelated business income tax, a tax that applies to certain types of income earned by
otherwise tax-exempt entities.

Under Section 512 of the Code, “unrelated business taxable income” is defined generally as the
excess of gross income from any unrelated trade or business conducted by an exempt entity {(or by a
partnership of which the exempt entity is a pariner) over the deductions attributable to such trade or
business, with certain modifications. These modifications provide that unrelated business taxable income
generally does not include dividends, interest, anmuities, royalties or gain or loss from the disposition of
property other than stock in trade or property held for sale in the ordinary course of the trade or
business. Since it is anticipated that the Partnership’s income will consist substantially, if not totally, of
dividends, inferest, capital gains and certain other enumerated items which are excluded from unrelated
business taxable income under Section 512 of the Code, a Limited Partner should not, except in the
circumstances discussed below, realize unrelated business taxable income.

Liability for unrelated business income tax can arise under certain conditions. First, the tax

could be owed where otherwise excluded income is deemed to be “vnrelated debt-financed income™
pursuant to Section 514 of the Code. This can happen if the Partnership finances the acquisition, in
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whobmmpmtofimmvmmmughmddmmwmvemnmm’lwhimmm
Partner anticipates will occur frequently and in substantial amounts (See “The Partnership - Investment
Polici&e-Levmge’)orifalimﬂedemmweremmmddMMwﬁnmmemdmeoﬁm
Interest.

In either event, a percentage of the total income generated by the Parinership’s leveraged
investments generally equal to the percentage of the leveraged investments’ cost that was financed with
indebtedness would be treated as unrelated debt-financed income. Similady, if a Limited Partner
finances the purchase of its Interest with indebtedness, in whole or in part, the Parmership’s income
allocable to such Interest would be deemed to be unrelated debt-financed income in the same
proportion as the amount such debt financing bore to the total purchase price of such Interest Each
Limited Pariner’s allocable share of any income so deemed to be unrelated debt-financed income would
be taxed as unrelated business taxable income, even if it was income otherwise excludable from
unrelated business taxable income, such as dividends or inferest.

A second way in which the wrelated business income tax can arise is if the Parinership were
considered to be a “publicly-traded partnership”. In such case, a Limited Partner’s share of the
Partnership income would be treated as income derived from an unrelated trade or business, and the
Limited Partner’s share of the Partnership’s deductions would be allowed in computing unrelated
business taxable income. As explained in “Tax Conseguences - Qualification as a Partnership”,
however, the Partnership should not be treated as publicly-traded for federal income tax purposes.

Foreign Taxes

Dividends, inferest and other income received by the Partnership from sources oufside the
United States may be subject to withholding and other taxes irnposed by such foreign jurisdictions at
varying rates. A Limited Partner will be treated for federal income tax purposes as having paid its pro
rata portion of such foreign taxes and, in general, should be able either to credit such portion against its
federal income taxes due or to deduct such portion from its taxable income for federal income tax
purposes.

State and Local Taxes

In addition to federal income taxes, Limited Partners may be subject to other taxes, such as
state and local income taxes. Information needed by Limited Partners to file all state and local income
tax returns will be supplied by the Partnership's accountants. Each prospective Limited Partner should
consult with its own tax advisor with regard to state and local taxes.

The preceding discussion is a summary of some of the important tax considerations
relevant to an investment in the Partnership. It dves not purport to be a complete analysis of
all relevant tax considerations or a complete listing of all potential tax risks inherent in
purchasing and holding an Interest. This discussion does not address tax considerations
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affecting investors, which are not United States persons. Prospective investors in the
Partnership are urged to consult with their own tax advisors.

IX. ERISA CONSIDERATIONS

The following is 2 summary of certain non-tax considerafions arising under ERISA and the
Code with respect to an investment in the Partnership by an employee benefit plan subject to ERISA (a
"Plan"). This summary is based on the applicable provisions of such statutes and relevant regulations,
rulings and interpretive releases issued by the Department of Labor or the IRS. No assurance can be
givmﬂﬂle@ﬂﬁiveoradmhiﬂﬂive&mgmormﬂdedﬁmnmyn&mwhid:nﬁgﬁﬁgﬁﬁmﬂy
modify this summery. Any such changes may or may not apply to transactions entered into prior to the
date of their enactment.

This summary should be considered by fiduciaries of any potential investor that is a Plan before
assets of the Plan are invested in the Parmership. Further, inasnmch as the following discussion of
ERISA and the Code is general and subject to fiture legislation and regulations, plan fiduciaries
considering the investment of Plan assets in the Partnership should consuilt with their own counsel and
advisors with respect to the ERISA considerations of such an investment.

General Fiduciary Requirements

In considering an investment in the Partnership, Plan fiduciaries should carefully consider
whether the investment would be consistent with their fiduciary responsibilities to their Plans, particularly
those responsibilities described in Section 404 of ERISA. A fiduciary should consider, among other
things,wheﬁxerﬂxeinvas‘nnmtwould(l)bepnﬂaﬁfmﬂ:eﬂmgivmihenauneofﬂmsecmiﬁesin
which the Partnership will invest, (i) be consistent with the Plan’s current and anticipated needs for
liquidity, given the limitations set forth in the Partnership Agreement on a Limited Partner's ability to
withdraw from or reduce its interest in the Partnership, (iii) permit the Plan's investment porifolio to
remain adequately diversified, given the fact that ERISA requires that a Plan's investments be adequately
diversified so as to minimize the risk of a large loss, unless it is clearly prudent not to do so, Giv) be
pmmdmmegmmﬁngﬂwdoums,(v)mvoheapotaniﬂfmmnﬂiasomemgm
General Partners and the Partnership and (vi) result in any unrelated business taxable income to the
Plan. A fiduciary should also consider the reasonableness of the compensation to be paid to the
General Partners in comparison to that payable to others for similar investments.

In the Subscription Agreement, any Plan which proposes to invest in the Parmership will be
required to represent that its fiduciaries understand the Partnership's investment objectives and policies
and that the decision 0 invest Plan assets in the Parmership is consistent with the applicable provisions
of ERISA and the fulfillment of their fiduciary responsibilities to the Plan.
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Plan Assets

In order that the General Pariners not be deemed to be a "fiduciary” for purpeses of ERISA of
aﬂyunﬁtedeMisale,ﬂBPMpmyﬁnﬁtmepmﬁdpﬁmomesm&meﬂﬁp.
Under ERISA, a party is considered to be a fiduciary of a Plan if it exercises discretionary authority or
cmudwathenmagemanwdispodﬁmofplmassesmmdexshdividmﬁmdadﬁwmammfm
a fee which serves as the primary basis for the Plan's investment decisions regarding such assets. Under
the Department of Labor's "plan asset” regulations, when a Plan purchases an equity interest in another
mti:&y,thele‘sassetsmdeanedtoincludemtmlyitsinvsmnmsxﬂxmﬁtybmmmdiﬁded
interest in the underying assets of such entity unless () the equity interest is a "publicly-offered “security”
orasecurityissuedbyamgismedbvmcmnpaly,(u)memﬁtyism“opaaﬁngwmpm)”(as
defined in such regulations) or (jii) the equity participation in the entity by Plans is not "significant”, that is,
less than 25% of each class of equity security issued by such entity (exclusive, in the case of the
Partnership, of such securities held by the General Partners and their affiliates) is owned by Plans. The
Tnterests are not publicly offered or issued by a registered investment company and, the Partnership will
not qualify as an operating company. Accordingly, so that the assets of the Partnership are not deemed
to be "plan assets", the Partnership may Iimit the acquisition or transfer of interests in the Partnership
unless, after giving effect to such acquisition or transfer, the total interest in the Partnership owned by
Plans would be less than 25% in the aggregate of all interests in the Partnership.

Pre-Existing Relationships

If the General Partner or any of its affiliates may be considered a fiduciary under ERISA of any
Plan because of a pre-existing relationship with such Plan, neither the General Partner nor any such
affiliate will recommend an investment in the Partnership by such Plan.

X. REGULATORY CONSIDERATIONS
The Securities Act

Interests will not be registered under the Securities Act in reliance upon the exemption from
registration thereunder provided by Regulation D. The availability of this exemption depends, among
other things, on the financial condition and nature of the purchasers, the manner of the offering and the
number of purchasers. As a result, Inferests will be sold only to "accredited investors,” as defined in
Rule 501(a) of Regulation D. Each purchaser will be required to represent that it is acquiring its Interest
for investment and not for resale or distribution. In addition, Interests may not be assigned or
transferred without the consent of the General Pariner.
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Investment Company Act

It is expected that the Pariership will be exempt from the provisions of the Investment
CompmyAﬂMawmdingly,wiﬂnmbesutjeuwmyregmamywaﬁghtmsummmmhm
'I‘heParmshipwillxelyontheexempﬁoncomdnedinSecﬁm3(cXI)oftheInvMCompmyAct
wﬁcb,sdjedewndiﬁmexanpsisswmwhmemnsmndhgswﬁﬁambmeﬁdaﬂy
owned by not more than 100 persons. Under Section 3(c)(1), the beneficial owners of the securities of
acorporateLimitedPamu'oould,subjecttooertainmoepﬁons,bedeemdtobebmﬁdalommof
the securities of the Partnership if such corporate Limited Partner owns 10% or more of the Interests.
The General Partner will, therefore, reject any subscription for Interests or transfer of Interests that
would result in a corporate Limited Partner’s owning 10% or more of the Interests, unless the General
Pariner, in its sole discretion, has determined that the conditions of Section 3(c)(1) will be met at
Closing and on an ongoing basis. The Partnership will also obtain appropriate representations and
undenakingsﬁomttharh:etstoassweihatﬂxeccndiﬁmsofSectimB(c)(l)willbemetatClosing
and on ongoing basis.

Investment Advisers Act

ItisexpecwdmmmeGmaalemerwmbeexenmtﬁvmmeregisuaﬁmandcertainomer
provisions of the Investment Advisers Act.  The General Partner will rely on the exemption from
registration contained in Section 203(b)(3), which exempts any investment advisor who, during the
preceding 12 months, has had fewer than 15 clients and who meets certain other requirements. The
General Pariner will not be exempt from antifraud provisions of the Investment Advisers Act.

Xi. PROFESSIONALS

Pricewaterhouse Coopers LLP, New York, NY, is the accounting firm for the Partnership.
Creel, Sussman & Moore, L.L.P., of Dallas, Texas, is the law firm for the Partnership.

Xil. ADDITIONAL INFORMATION

This Memorandum is intended to present a general outline of the policies and structure of the
Partnership and the General Pariner. The Partnership Agreement, which specifies the rights and
obligations of the Partners, should be reviewed by each prospective Limited Partner. The summary of
certain provisions of the Partnership Agreement is necessarily incomplete and is qualified by reference to
such Agreement. Copies of other relevant material, including the Subscription Agreement and the
Confidential Offeree Questionnaire, will be made available upon request. The General Partner and the
find administrator will be available to answer questions regarding the terms and conditions of the
offering and to provide additional information that may be requested by prospective mvestors.
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Exhibits
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EXHIBIT “A”
TO CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM -

Agreement of Limited Partnership
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SECOND AMENDED AND RESTATED
AGREEMENT OF LIMITED PARTNERSHIP OF

INTEGRAL ARBITRAGE, L.P.

THE PARTNERSHIP INTERESTS REPRESENTED BY THIS AGREEMENT OF
LIMITED PARTNERSHIP HAVE NOT BEEN REGISTERED UNDER THE UNITED
STATES SECURITIES ACT OF 1933 OR UNDER ANY OTHER APPLICABLE
SECURITIES LAWS. SUCH INTERESTS MAY NOT BE SOLD, ASSIGNED, PLEDGED
OR OTHERWISE DISPOSED OF AT ANY TIME WITHOUT EFFECTIVE
REGISTRATION UNDER SUCH ACT AND LAWS OR EXEMPTION THEREFROM,
AND COMPLIANCE WITH THE OTHER SUBSTANTIAL RESTRICTIONS ON
TRANSFERABILITY SET FORTH HEREIN.

CS 000060



Case 3:04-cv-01320-Kgmocument 46-2  Filed 02/11/05 'e 12 of 51 PagelD 788

TABLE OF CONTENTS
Page
ARTICLE ONE .......ouoomoeeieeeeeeeseeeseesesesssssessensesssesasesssssssameassessasessassasssnmnses sessossssressssssmssessesssnssn 1
DEIDTHONS ... .....veveveeereeneereinesaeveessesenasassasemcrsesasesassesss e sresoraesene oo ssessssisssmsenssasessastesarse soseranins 1
ARTICLE TWO.......oecoeceeeeenserarsesessesessssassasessesmssmasssssssss sesssnsssssasnssanscnsamssessassonsansssssssssnsssnsessaes 4
GENETAL.......c..overierreerre e ereraseeeersesssesaranasssenesresrenanssessbntssrosbessassesessmesas asssbssrstnsesvrsmnssnessanees 4
Section 201. Formation and TeImM...........ccooo oo crecr e sesresssnsre e mevssnavanes 4
Section 202. Name of Partnership ..........cc.c.coceeveerencrennemsrercscesssmensnsseonnirsessssesssnses 5
Section 203. Principal Place or BUSINESS . ............cooeiioiiiirecent et cmcccnnene 5
Section 204. MaAGEINENL .........c.ccoueverrereereseessrsneereesenressesssbsssssssssarsssassssssnsssasesasaes 5
Section 205. Reimbursement of Organizational and Ongoing Legal Expenses.............. 7
Section 206. Liability of Partners..................coovoioieccee e receceeere et sernneas 7
Section 207. Reliance by Third Parties..............ccocceririveceiniessesenses e cisessesenne 8
Section 208. Number of PAIOETS ............ccocoveeerreecericecenesesssesecneeesesseesessensensessssessans 8
Section 200. Partnership EXPEnSeS............ccoieivmrrieireseercrrestereeeesessneeseerseseenssoeenes 8
Section 210. Restrictions on Authority of General Pamtner...........cccocveeeineivcvninnesnen. 9
Section 211, Title 10 PIOPEILY.....c..coiiiirrirrcercrerr s raee et e sms s e e semsenessanes 10
Section 212 FIINES..........cocoiiiieecieeieiecenes e eteeene e e s e se s e e s s sesne s s eees 10
ARTICLE THREE..........ccocorciorinciieressrisissesesens seaaeeneesasssssas ses saemsasosesseanse s svas seeseessmssnnessnssnsansssasanons 10
Contributions, Withdrawals and Capital INETests ............ccoeeeorreeeeerccecere s s csneseeenennenee 10
Sectton 301, ContribUONS ..........cc..ocoeviieiieeeieeeceeee e eeecseemeereeereu e e cene e sanens 10
Section 302. Additional IMETESIS..........c...coveereieceeeeiererentee e e e esnecessenesssemesessesenes 10
Section 303. No Interest on ComtibUtlOnS ..........c.ooceveeeveeeeieec v ceesseeeenresessesseessenes 11
Section 304. No Priority Among Partness.... ... 11
Section 305. WHhARAWALS ...........coooiiiiiirire et eee e rna e s s e ees 11
Section 306. Accounts; Credits and Debits..........cc.coniemirmraemeeceeenrer e e 12
Section 307. Optional Redemptions.............ccocooiiioier e 14
Section 308. Determinations of the General Partner Conclusive...........cccorveeeeveecene 14
Section 309. Interest OF CredItors...........cccovvvveeevveeimeeereesieseseraeneesseesseeseerasssnessneaees 15
ARTICLEFOUR ... ceenrene s reeemeteremeesessesiseiestesersassinneseneessessnesrassenersenran 15
INVESIMENT MIAIETS. .....coeeeeeeceeeeceeeceeeccecveeeve e e e e e e e aeesesenassssssransmennessensmanssasesesrssasanass 15
Section 401. Investments Generally ............ooceeeveeriecriiererecereeereeecesereeenrsseeeseseanasenes 15
Section 402. Brokerage and Custody .............ocooooiimeiieeee e 15
Section 403. Management FEE............ oo cerrereeere st eeresee s ses e e sne s 15
Section 404. Other Busmess 0 Parmers ..............ocovevveeeeeeineeeeeeeeeeeeeeeer cevenvreeeeeeas 16

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP —~ PAGE 1

CS 000061



Case 3:04-cv-01320-K‘7cument 46-2 Filed 02/11/05 'e 13 of 51 PagelD 789

ARTICLEFIVE ... ooeeeeeeeeereteecsssissessseeseessessnsssassassassnsssssasasesssssestssssssssnessssasns sasonsess e snenassmmsases 16
Allocations and DIStIIDUBONS................covevvereeereecereeveseeseessessessssonseneennes remeermeaeree s 16
Section S01. Interim AHOCHONS ...........oooeeeeeeeemeeeenceeeeeeeeeeeersesseeesmeessmaeensrennesnsesen 16

Section 502. FINal AHOCEIONS .......o.c.ceveeeeevencernrerrcrrscasressssresensessneesessssnsseesssesasene 17

Section 503. Allocation of Net Gain to the General Patner.........ccoueeecveeeeeercerccsrenee 18

Section 504. Special Rules for Withdrawing Limited Partners. ... 18

Section 505. Distributions t0 ParErS..........cceeeveeveeeereesecssscessssesenssescessnssrsasssneseassss 19

Section 506. Intention of the Parties...........ccvveeeiireincrereeenrescerenersesssscsesesereseasesne 19

Section 507. Reinvestment of Distribufions.................oooovieeecieeee e 20

ARTICLE SIK ... eoeeeeeteeeiieeecssesssssssessessesssessssssssnssssasssenseassntonsmsevatassiessssessossessssssnuesscssssssssssassbossrssn 20
General ACCOUNTNG PIOVISIONS .......ocvceerrcrcsscissriisssssssmssssnisneessesessnsssassasessessessassnssnssssrossases 20

Section 601, FISCal YWeAr. . ..o oo eeeeeee s e craecaesereese s eneseseseesneseans e s e an 20

Section 602. Capital Determined; Financial Statements and Reports.............ccocoveneeee 20

Section 603. Valuations by the General Partner............ccvececevninnnniicinirnnsenns 21

Section 604. Books and RecordS.........oooo oottt 21

Section 605. TaX EIECHOMNS .......covveeveeveereerreseeniissereseeressssesiossessssenasseorssmessesesenssensssas 21

Section 606. Information Tax REIUINIS ...........ccevveviecrenrerenerereereesseressressseessesssesscssnsone 21

Section 607. Designation of Tax Matters Partner...............cccereeeevorereeceirienncnenen. 21

ARTICLE SEVEN ......oeooeeeeee et ceeeeevtesassbesseasssasssassessessassnsssasessesssesessesssssasssrsnasssesessentssacsnsesses 22
As 1o Parnership NAmE...........eoereiriiniinininicieren st ssre e rrsss e se st e s s aan e 22
ARTICLE EIGHT ......oooeeeeereieeerteeeisaesesesssesssesssssnsssesssssssssssensrsssssassessessessasssass sesenassesssons nmeranssnsaen 22
Exculpation and IndemmifiCation..............coccoveriiinimenienenrenie e s ssn e sns e sansees 22

Section 801. General Fiduciary DUty ........ooooeovemmeeiee e 22

Section 802. Limitation on Liability of General Parter .............cocceceeeevvievvncininncnnne 22

Section 803. IndemnifiCAHON............ccoorreeiremreiee e eees s esetasensaseseaessressossessnessnasns 23

ARTICLE NINE .o eeertstcrerertseesersssrssrvsesenssessesaremsesarenarsesssassseasssonstssoesaseansessassansrmnsrsrsaess 25
Duration and Dissolution of the Partnership ..ot 25

Section 901. Events Causing DiSSOIUHON.......ceecercreerveercrerneiemenrsm s sassnsenes 25

Section 902. Dissolution Procedures...........coooeoomeeceiiieeceee e 26

Section 903. Withdrawal or Death of a Limited Partner............cccoceeveeivniccnercenennen. 27

ARTICLE TEIN ...t eeeeeeeteeveseesore st essetsseessses st sssessnesrassersessssansstsasbensaesanasase s sreassnessenesssansn 27
Transferability of the General Partner's IMSrest.........cccooeveueremcrereeeece e e reeroseeseesneeescenananes 27
ARTICLEELEVEN ..ottt et eeeaevem e evmassesensssseeesss e esssmses s searensesaseesssasnasanssseerermsemtnnes 27
Transferability of a Limited Partner’s IIHETESE...........ccovuceveemreeceenrcmcecemrcscnee s esreses e eneens 27

Section 1101. Restrictions on TIaNSTE.........cccveeieeeee e vee e e e eveeeraeaeseneseeens 27

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP - PAGE it

CS 000062



Case 3:04-cv-01320-K‘ocument 46-2 Filed 02/11/05 'e 14 of 51 PagelD 790

Section 1102, Indenmification by Transferor..........c.coooveveeeeeceer e e 28
Section 1103. Effect and Effective Date...........cccooimeereererececrresneerseseseneesesssssessessanes 28
Section 1104, Status of TraNSTEIOL .......ovevieeeeeceerieereenee s rresreresseeseessesssssessresarassens 29
Section 1105. Substituted Limited Parners. .........cc.coeeeevererrersersreresessessesseveresessessores 29
Section 1106. Conditions of AQIUSSION.........cceececeeeieeemrereerecrarraneesesssvsnessecnsnsroseseses 29
Section 1107. Transfers During aFiscal Year...........oovvevveieveeeeeecee e 29
ARTICLETWELVE ...t ersessrscsteesesensesmerasseerssessesesara snssnsses s sne s s sessvesmssn menns 30
IVISCEILANEOUS .....o.covvveeeemeeeececeteeneceevesnmecn s s see s mesemsessseessestaenssasmsastensnsasssesaseranneranensiesen 30
Section 1201. Resolution of DISPULES. ... ...covvrerorcimeeeic st necssssssssness s e one 30
Section 1202. No Bill for Partnership Accounting ..............cccoeeeieeccinnnnsconecenacnee. 30
Section 1203. Grant of Power of ABOIDEY...........coccerecerernranerresessrensecesnsoesssermerseses 30
Section 1204. Binding Nature of Agreement .............cocvveencermnererisisinsnscesinensns 31
Section 1205. Execution of ABreement ...............o.ooooieeiiiioieeeeeceee e e e e 31
Section 1206, AMENAIMIETIS..........covmviiiiveeerierrereressseenressesssnsessesssensasessensosssaressessstos 31
Section 1207. Amendments Without Consent ...............oeoevicreeiomrerrcricrerevcemneersneens 31
Section 1208. Execution of AMendments.............c.occooerviemerececreenereviessesereeseeneensanes 32
SECHON J209. INOUCES. . ......coveiiieeeererireeicreeereersseesesesertsesssasessaessasarsssansseesssnserensnseanns 32
Section 1210. Goveming Law; Severability..............ccoooirmvciiiminiireniicinnes 32

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP - PAGE mt

CS 000063



Case 3:04-cv-01320-K‘0cument 46-2 Filed 02/11/05 'e 15 of 51 PagelD 791

SECOND AMENDED AND RESTATED
AGREEMENT OF LIMITED PARTNERSHIP
OF
INTEGRAL ARBITRAGE, L.P.

This SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED
PARTNERSHIP, is entered into effective as of the 1st day of December, 2000, by and among
INTEGRAL INVESTMENT MANAGEMENT, LP. a Texas limited partnership ("Integral
Management") §/k/a Genesis Market Neutral Partners, L.P.), as general pariner, and Dr. Conrad P.
Seghers, as an initial limited partner, and the parties who from time to time hereafter enter into this
Agreement, as limited partners.

The parties, desiring to form a limited partnership, and in consideration of the mutual agreements
set forth below, agree as follows:

ARTICLE ONE
Definitions
As used in this Agreement, the following terms have the following meanings:

“Act” means the Texas Revised Limited Partnership Act, Article 6132a-1, as amended from
time to time (or any corresponding provisions of succeeding law).

“Additional Partner” means any Partner admitied to the Partnership by the General Partner
pursuant to Section 302(a) afier the date hereof.

“Affiliate” means, when used with reference to a specified Person, (a) any Person that,
directly or indirectly through one or more intermediaries, controls or is controlled by or is under
common control with the specified Person, (b) any Person who is an officer, director, partner or trusiee
of, or serves in a similar capacity with respect to, the specified Person or of which the specified Person
is an officer, director, partner or trustee, or with respect to which the specified Person serves in a similar
capacity, (¢) any Person who, directly or indirectly, is the beneficial owner of 10% or more of any class
of equity securities of, or otherwise has a substantial beneficial interest in, the specified Person or of
which the specified Person is directly or indirectly the owner of 10% or more of any class of equity
securities or in which the specified Person has substantial beneficial interest, (d) any person who is an
officer, director, general pariner, trustee or holder of 10% of the voting securities or beneficial interests
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of any of the Persons specified in clauses (a), (b) or (c) above, and (€) any relative or spouse of the
specified Person.

“Agreement” means this Second Amended and Restated Agreement of Limited Partnership,
as it may be amended, supplemented or restated from time to time, as the context requires.

“Bankruptcy” means and shall be deemed to have occurred with respect to a Person if such
Person (a) makes an assignment for the benefit of creditors, (b) is adjudged a bankrupt or insolvent, or
has entered against it an order for relief in any bankruptcy or msolvency proceeding, (c) files a petition
or answer seeking for itself any reorganization, arrangement, winding-up, composition, readjustment,
liquidation, dissolution or similar relief under any statute, law or regulation or fails to have any
proceeding for such relief instituted against it by others dismissed within 120 days following its
commencement, (d) files an answer or other pleading admitting or fiiling to contest the material
allegations of a petition filed against it in any proceeding of the nature described in clause (c) above or
(e) seeks, consents to or acquiesces in the appointment of a trustee, receiver or liquidator of it or all or
any substantial part of its properties or, if such appomtment is made without ifs consent, such
appointment is not vacated or stayed within 90 days or, if stayed, such appointment is not vacated
within 90 days after the expiration of any such stay.

“Capital Account” means, with respect to any Pariner, the Capital Account maimntained for
such Partner pursuant to Article Five, and shall equal the net Contributions by such Partner, plus or
minus the adjustments described in Article Five,

“Capital Interest” means, with respect to any Pariner, the sum (or net amount) of such
Partner's Capital Account and Unrealized Profit and Loss Account.

“Code” means the Intemal Revenue Code of 1986, as amended from time to time.

“Contribution” has the meaning specified in Section 301.

“Cumulative Net Gain” means with respect to any Limited Partner, (i) the cumulative amount
of Net Income, less the cunmlative amount of Net Loss, allocated to such Limited Partner through and
as of the end of the Fiscal Year or other period in question, plus (i) the amount of any positive balance,

or less the amount of any negative balance, in such Limited Partner’s Unrealized Profit and Loss
Accownt as of the end of such period.

“Fiscal Month” refers to any calendar month (or, less, in the case of the first and final fiscal
months of the Partnership), ending on the last day of each calendar month (or the date of termination of
the Parmership in the case of the final Fiscal Month of the Partnership).

“Fiscal Quarter” refers o any period of three months (or, less, in the case of the first and final

Fiscal Quarters of the Partnership) ending on March 31, June 30, September 30 or December 31 (or
the date of termination of the Parinership, in the case of the final Fiscal Quarter of the Partnership).
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“Fiscal Year™ has the meaning specified in Secion 601.

“General Partner” memns Integral Investment Management, L. P. (fk/a Genesis Market
Neutral Partners, L.P.) or any Person who, at the time of reference thereto, serves as a general pariner
of the Partnership.

“Intferest” of a Partner at any time means the entire ownership interest of a Partner in the
Partnership at such time, consisting of such Partner’s Capital Interest and including the right of such
Partner to any and all benefits to which a Partner may be entitled as provided in this Agreement,
together with the obligations of such Partner to comply with all the terms and provisions of this
Agreement.

“Limited Partner” means any Person who is a limited partner, which, except as otherwise
indicated, shall mcdlude an Additional Partner (other than an Additional General Partner) or a Substituted
Limited Partner, at the time of reference thereto, in such Person's capacity as a limited partner of the
Partnership. All Limited Partners of the Partnership must be “accredited investors™ as defined in Rule
501(a) of Regulation D promulgated inder the Securities Act of 1933,

“Majority in Interest of the Limited Partners” means Limited Partners whose aggregate
Capital Interests constitute more than 50% of all of the Capital Interests of the Limited Partners.

“Memoranduny” means the Confidential Private Placement Memorandum relating to the
offering of Interests, as it may be amended or supplemented from time to time, and which includes,
among other exhibits, a form of this Agreement.

“Net Contribution” has the meaning specified in Section 205.

“Net Gain” means, with respect to any Limited Partner, the excess, if any, for the Fiscal Year
(or other period) in question, of Net Income allocated to the Limited Partner under Section 501(a) over
any Net Loss allocated to the Limited Partner under Section 501(b), plus the amount of any increase, or
less the amount of any decrease, in the Limited Partner’s Unrealized Profit and Loss Account for such
Fiscal Year (or other period), as determined under Section 501(c), afler the credits and charges
referred to in dauses (i) and (iii) of Section 501{c) are given effect.

“Net Income” and “Net Loss” for any period means the net income or net loss of the
Partnership during such period after payment or provision for all expenses incurred in connection with
the Partnership'’s investments. Net Income and Net Loss shall be determined in accordance with the
Partnership's method of accounting described in this Agreement and without regard to any basis
adjustment under Section 743 of the Code.

“Net Unrealized Profit” and “Net Unrealized Loss” of the Parmership in any period
means, at any fime, the aggregate net unrealized appreciation or depreciation during such period with
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respect to all investment positions of the Partnership, determined by comparing the respective fair
market value of each investment position on (2) the later of (i) the first day of such period, or (i) the
date on which such investment position is established, and (b) the earier of ) the last day of such
pediod, or (ii) the date of the disposition of such investment position.

“Opening Balance” means, with respect to any Pariner during any period, such Partner's
Capital Interest at the beginning of such period

“Partners” means the General Partner and all of the Limited Pariners, including any Additional
Partner and any Substituted Limited Pariner.

“Partnership” means the limited partnership formed pursuant to this Agreement, as it may from
time to time be constituted.

“Partnership Expenses” has the meaning specified in Section 209.

“Person” means any individual, parinership, corporation, frust, govemmental plan,
govemmental unit or other entity.

“Substituted Limited Partner” has the meaning specified in Section 1102.
“Transfer” has the meaning specified in Section 1101.

“Unrealized Profit and Loss Account” means, with respect to any Partner, the Unrealized
Profit and Loss Account maintained for such Partner pursuant to Article Five.

“Valuation Date” means the last day of any calendar month or any other date in which the
General Pariner determines the value of Partnership assets.

All other defined terms used in this Agreement have the respective meanings assigned to them in

the Sections in which they appear.
ARTICLETWO
General

Section 201. Formation and Term. The Partners have formed the Partnership pursuant and
subject to the Act, for the purpose of making the investments and engaging in the business described in
Section 401 and any other lawful business for which parinerships may be formed under the Act. The
term of the Parinership shall commence on the date hereof and shall continue nntil December 31, 2040,

at which time it shall dissolve and liquidate pursuant to Article Nine. The term of the Parinership may be
extended beyond, or terminated prior to, December 31, 2040, by the vote of the General Partner and a
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Majority in Interest of the Limited Partners. This Agreement completely restates, amends and
supersedes all eadier dated Agreements of Limited Partnership of Infegral Arbitmge, LP. This
Agreement is being amended to modify and clarfy certain provisions of the Amended and Restated
Agreement of Limited Parinership of the Partnership, dated effective February 15, 2000, including, but
not limited to (i) name changes of the Parinership, General Partner and the general pariner of the
General Partner, (i) modification of the definition of Valuation Date, (ii) clarification of when and if
Partners may withdraw all or any portion of their Capital Accounts, (iv) identification of the fund
administrator, (v) valuation of certain swap and forward confracts, and (vi) termination of the
Partnership’s ability to invest in futures and commodities, but it is the opinion of the General Partner that
this Agreement does not materially alter the rights of the Limited Pariners of the Partnership.

Section 202. Name of Partnership. The Partnership name shall be Integral Arbitrage, L.P.,
f/k/a Sum-It Investments, L.P.

Section 203. Principal Place or Business. The principal place of business and registered
office of the Partership shall be ¢/o Integral Investment Management, L.P., 5720 LBJ Freeway, Suite
470, Dallas, Texas 75240-6330, or such other place as the General Partner may determine. The name
and address of the Partnership's registered agent in the State of Texas is Conrad P. Seghers, 5720 LBJ
Freeway, Suite 470, Dallas, Texas 75240-6330. The principal place of business of the fund
administrator, Olympia Capital Associates L.P., where all documents should be delivered and all
inquiries should be made, is 1211 Avenue of the Americas, 29" Floor, New York, NY 10036.

Section 204. Management. The Partnership shall be managed and operated exclusively by
the General Partner, which shall have all of the rights, powers and obligations of a general partner of a
limited partnership under the Act and otherwise as provided by law. The Limited Partners shall have no
part in the management of the Partnership and shall have no authority or right to act on behalf of the
Partnership in connection with any matter. The General Partner shall devote its best efforts to the
Partnership business in accordance with procedures established by it, but shall not be precluded from
engaging in other business activities or from organizing and managing other similar partnerships.

Each of the Limited Pariners agrees that all determinations, decisions and actions made or taken
by the General Partner shall be conclusive and binding on the Partnership, the Limited Partners and their
respective successors and assigns.

The General Partner shall have the power, among other things, on behalf of the Partnership:

(a) o invest and reinvest the funds of the Partnership in equities and equity options, swap
and forward coniracts and market ndices and bonds and foreign currencies, together with
related put and call options, and outside limited partnerships and equity securities of all kinds
(including, without limitation, common stock, preferred stock, options, warrants and debentures
and other debt securifies convertible into common or preferred stock) issued by corporations,
partnerships, associations or other entities and governments and govemmental authorities, in
public or private transactions and whether or not such securities are readily marketable or of a
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speculative nature (all of the foregoing are referred to together as "investments™), and, generally,
to deal with funds, securities and other assets of the Partnership as if the General Partner was
the absolute owner thereof, all as the General Partner in its discretion may determine;

(b) to invest and reinvest the finds of the Partnership in structured securities of all kinds
(including, without limitation, stocks, stock options, index options, swaps, forwards, private
partnerships, etc...) issued by corporations, parinerships, associations or other entities and
governments and govemmental authorities, in public or private transactions, and whether or not
such securities are readily marketable or of a speculative nature (all of the foregoing are referred
to together as "investments”), and, generally, to deal with funds, securities and other assets of
the Partnership as if the General Partner was the absolute owner thereof, all as the General
Pariner in its discretion may determine;

(c) fo invest and reinvest the fonds of the Partnership in short-term, high yield corporate
debt instruments, short-term U.S. Treasury obligations (up to 5 year maturity), other short-term
money market investments (including, without Eimitation, dollar-denominated treasury obligations
of foreign govemments, domestic or foreign bank certificates of deposit or other short-term
instruments and other notes and bonds having short maturities or call features that the General
Partner believes will be exercised in the short term), and to deposit the funds of the Partnership
on a temporary basis in accounts bearing interest at a fair market rate, which may be a variable
rate;

(d) to acquire investments on margin or borrow, pledge, mortgage, lend or hypothecate
investments or use leverage by borrowing funds from banks or brokerage firms, all subject to
any applicable margin regulations and requirements;

(e) to (i) purchase and sell or write put and call options on securities and indexes, (i)
purchase securities on a when-issued or delayed delivery basis and (jii) sell securities on a
"short-sale against the box" basis;

® to vote any investments owned by the Partnership on such matters as are submitted to
the holders of such investments;

(g) to amange for the custody of investments and other assets of the Partnership and, where
desirable, to cause such investments or assets to be acquired or held in the name of one or more
nominees on behalf of the Partnership, and to direct custodians and nommees to deliver
investments and other assets of the Partnership for the purpose of effecting transactions or
otherwise;

(h) 10 execute any agreement, contract, certificate or instrument necessary or desirable in
comnection with the conduct of the Parinership's business or affairs;

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP - PAGE 6

CS 000069



Case 3:04-cv-01320-K‘0cument 46-2 Filed 02/11/05 Ue 21 of 51 PagelD 797

)] to incur reasonable expenditures for the conduct of the Partnership's business and to
pay all expenses, debis and obligations of the Partnership;

() to employ, retain and dismiss any employees, agents, attomeys, accountants, advisors,
brokers, consultants and custodians of Partnership assets, including, without limitation, any who
are Affiliates of the General Partner, such as Integral Management, LLC, the general partner of
the General Pariner, which is being retained as an investment advisor to the Partnership, and to
delegate to such parties any of its powers under this Section 204, so long as the compensation
1o be paid to any such Affiliates is comparable to that which would be payable to unaffiliated
third parties for comparable services;

(k) to institute, defend, compromise or settle any action, suit or proceeding with respect to
the business and affairs of the Partnership;

1)) to open, maintain and close bank accounts and to sign checks drawn on such accounts;
and

(m) generally, fo engage in any kind of activity necessary or desirable to achieve the
purposes of the Partnership and as may be lawfully carried on or performed by a parinership
under the laws of each jurisdiction in which the Partnership is then doing business.

Section 205. Reimbursement of Organizational and Ongoing Legal Expenses. The
General Parmer shall deduct from the Limited Partners' Contributions an amount for the costs and
expenses incurred by the General Partner in organizing the Partnership and selling the Interests, which
deductions shall in no event exceed $10,000 per year, and shall deduct the amount to be reimbursed
pro rata among the Limited Partners in accordance with their respective Contributions, subject to the
limits set forth in the first sentence of this Section 205. The excess of any Contribution over the
reimbursement deduction applicable to it is referred to as the “Net Contribution”.

Section 206. Liability of Partmers. Except as provided herein or by the Act, the General
Pariner shall have the liabilities of a partner in a partnership without limited partners to persons other
than he Partnership and the Limited Partners. The Limited Partners shall have no liability under this
Agreement except as provided herein or by the Act. The General Partner shall be liable for the debts
and obligations of the Partnership to the full extent of is assets, but shall, as among the Partners, be
entitled to require the prior exhaustion of the Partnership's assets and be entitled to be benefits of the
indemmity provided in Article Eight. Each Limited Partner shall be liable for the debts and obligations of
the Partnership only to the extent of its Interest.

Section 207. Reliance by Third Parties. Any Person dealing with the Partnership shall be

entitled to rely conclusively upon the power and authority of the General Partner as set forth herein.
Further, any Person dealing with the Partnership or the General Partner may rely on a certificate signed
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by the General Partner, as to (a) the identity of the General Partner or any Limited Partner, (b) the
existence or nonexistence of any fact which constitutes a condition precedent to acts by the General
Partner or any agent or employee of the Partnership or which are in any other manner pertinent to the
affairs of the Partnership, (c) the authority of the General Partner or any agent or employee of the
Partnership to execute and deliver any instrument or document of the Partership, (d) any act or failure
to act by the Partership or (e) as to any other matter whatsoever involving the Partnership.

Section 208. Number of Partners. The Partnership shall not at any time have more than 100
Partners, including the General Partner,

Section 209. Partnership Expenses. Except as otherwise provided herein, the General
Pariner shall be solely responsible for payment of the expenses of operating the Partnership, including
general ovethead expenses, but excluding the organizational, ongoing legal, and selling expenses
reimbursable to the General Partner pursuant to Section 205. Further, the Partnership and not the
General Partner shall be liable for the following “Partnership Expenses™

(a) all taxes or govemmental charges, all brokerage fees, advisory fees, commissions,
transfer fees, brokerage commissions, and any other expenses, charges or fees, including,
without limitation, attomeys' and accountants’ fees and disbursements, incurred or payable in
connection with the sale, or purchase of any investments;

(b)  any other taxes or governmental charges payable by the Partnership or the Limited
Partners;

(c)  all costs incurred in connection with the preparation of the Partnership's federal, state or
other tax retums and the financial statements and reports prepared pursuant to Sections 602 or
605;

(d)  any costs and expenses of any litigation involving the Partnership and the amount of any
Jjudgment or seitlement paid in connection therewith, excluding, however, the costs and
expenses of any litigation, judgment or setflement in which the General Pariner is found culpable
of willfill misfeasance or bad faith;

(¢) any amounts payable by the Parmership as imterest on a Capital Imterest being
withdrawn by a Parter pursuaat to Section 304; and

143 all costs and expenses for indemnity or contribution payable by the Partnership to any
Person, whether payable under Article Eight or otherwise and whether payable in connection
with any litigation involving the Partnership or otherwise.

No expenses or fees paid by the General Paritner shall constitule a contribution to the
Partnership. The Partnership shall be responsible for all Partnership Expenses set forth above incurred
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by it or by the General Pariner on ifs behalf All such Partnership Expenses shall be paid out of cash
funds of the Partnership determined by the General Pariner to be available for such purpose; provided,
however, that the General Pariner may, in its sole discretion, advance funds to the Partnership for the

payment of such Partnership Expenses and shall be enfitled to the mimbursement of any fimds so
advanced.

Section 210. Restrictions on Authority of General Partner: Without the consent of the
Majority in Interest of the Limited Partners, the General Partner shall not have authority to:

(a)  confess or consent to a judgment against the Parinership;

(b)  possess Partnership property, or assign any rights in specific Parinership property, for
other than a Partnership purpose;,

(c) admit a Person as an Additional Pariner, except as provided in Section 302(a) and
Atticles Ten and Eleven;

(d) knowingly perform any act that would subject any Limited Partner to Liability as a
general partner in any jurisdiction;

(e) except as provided in Section 204(c), borrow money, issue, make or endorse
promissory notes or other evidences of indebtedness or mortgage or otherwise encumber any
assets of the Parinership;

® except as provided in Section 204(c), make loans to, or guarantee the indebtedness of,
any party, including, without limitation, the General Partner and its Affiliates;

(g) do any act in confravention of the Partnership's Certificate of Limited Partnership, as it
may be amended;

14)) do any act which makes it impossible to carry on the ordinary business of the
Partnership;

o do any act which would require the Partnership to register (or to seek an exemption
from registration) under the Investment Company Act of 1940; or

()] make any material change in the Partnership's purposes set forth in this Agreement.

Section 211. Title to Property. All property of the Partnership shall be held in the name of
the Partnership or a nominee of the Parinership and shall be deemed to be owned by the Partnership
and no Partner shall have any ownership interest in such property.
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Section 212. Filings. The Partners shall from tine to time execute or cause to be executed all
such certificates (including limited partnership and fictiious name certificates) or other documents or
cause to be made all such filings, recordings, publications or other acts as may be necessary or desirable
to comply with the requirements for the formation and operation of a limited partnership under the laws
of the State of Texas, for the purpose of qualifying the Partnership to do business as a foreign limited
partnership under the laws of any other jurisdiction in which the Parinesship may conduct business and,
generally, to establish and protect the limited Liability of the Limited Partners under the laws of any such
Junsdiction.

ARTICLE THREE

Section 301. Contributions. The General Partner shall maintain a register that sets forth the
amount of cash (or the value of any other property) which each Partner has initially contributed to the
Partnesship. Such amount, as increased by any additional Contributions as provided in Section 302, is
referred to as the “Contribution™ of such Partner.

Section 302. Additional Interests.

(a) The Partnership may offer and sell additional Interests from time to time to Persons who
are not then Partners; provided, however, that any such sale shall be effective only as of the first
business day following the next Valuation Date. Such Persons may be admitted to the
Partnership as Additional Partners by the General Partner without the consent of the Limited
Partners; provided, however, that, if the General Partner proposes to admit as an Additional
General Partner any Person who is not an Affiliate of the General Partner, the written consent of
a Majority in Interest of the Limited Pariners shall be a condition to such admission.

(b)  Subject to the last sentence of this Section 302(b), any Partner may make additional
Contributions to the Partnership, on at least ten days' prior written notice to the General Partner,
and, unless the General Partner otherwise determines, in an amount not less than $10,000. Any
such additional Contribution shall be deemed to be effective as of the Valuation Date next
following the General Pariner's receipt thereof Additional Contribufions may be made in cash
or in the form of a reinvestment of distributions pursuant to Section 505. The General Partner
may refuse to accept all or any part of any additional Contribution.

Section 303. No Interest on Contributions. No interest shall be paid by the Partnership to
any Partner with respect to any Contribution, Capital Account or Unrealized Profit and Loss Account.
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Section 304. No Priority Among Partners. Except as provided in Section 309, no Partner
shall have priority over any other Partner either as to the retum of its Contribution or as to distributions
made by the Partnership. No specific time has been agreed on for the repayment of, or the payment of
any retum on, any Contribution. No Partner shall have the right to demand or recefve property other
than cash in retom for its Contribution or as a distribution of income. Each Parmer shall look solely to
the assets of the Partnership for the refurn of its Contribution, and if such assets are insufficient for such
purpose, no Partner shall have any recourse against any other Partner as a result thereof.

Section 305. Withdrawals.

@ A Partner shall not have the right to withdraw from the Partnership any portion of its
Capital Interest except as follows:

@® as provided in Arficle Nine;

i) as to any Limited Partner, following the first anniversary date of its initial
Contribution, as of the close of business on the last day of any Fiscal Quarter, provided
that the Limited Partner has given at least 30 days' prior written notice of such
withdrawal to the General Partner; or

(i)  as to the General Parter, as of the close of business on any Valuation Date,
including the last day of any Fiscal Month; provided that such withdrawal does not
adversely affect the Limited Partners of the Partners at the time of such withdrawal.

A date as of which any withdrawal is affected is referred to as a "Withdrawal Date". Subject to
the remaining provisions of this Section 305, the amount of the Capital Interest to be withdrawn by a
Partner shall be payable as soon as practicable after the valuation of such Capital Interest as of the
Withdrawal Date; provided, however, that in the case of complete withdrawals of a Capital Interest
only, the Partnership may pay only 90% of the value of the Capital Interest withdrawn at the time of
withdrawal. The remaining 10% shall be retained by the Partnership until the completion of the audit of
the Partnership's financial statements for the Fiscal Year in which such withdrawal eccurs, for the
purpose of effecting any adjustments with respect to the value of the withdrawn Capital Interest shown
to be appropriate by such audited financial statements.

(b) I as a result of a requested withdrawal by a Limited Pariner, the amount of such
Limited Partner's remaining Capital Interest would be less than $1,000,000, the General
Partner, in its sole discretion, may require such Limited Partner to withdraw its enfire Capital
Interest.

{c) Withdrawals shall be paid in cash or, at the discretion of the General Partoer, in
securifies or equity interests in other entities selected by the General Partner or by a combination
thereof. If the General Pariner suspends the valuation of Capital Interests pursuant to Section
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306(e), the General Partner may also suspend the right of the Partners to withdraw their Capital
Interests vnder this Section 305 umtil such time as the Genersl Pariner, in its reasonable
discretion, determines that the value of the Capital Interests may again be fairdy valued

(d) Notwithstanding any provision herein to the contrary, the right of withdrawal may be
suspended by the General Partner, in whole or in part, during any period in which it determines
that Interests may not be faily valued, if the Partnership does not have sufficient liquidity to
effectuate such withdrawal or if such withdrawal would, in the General Partner’s sole discretion,
be detrimental to the value of the Interests of the other Partners of the Partnership. Further, all
realized losses, break-up fees and other costs relating to liquidating assets of the Partnesship to
effect a Limited Partner’s withdrawal of all or a portion of its Capital Interest in the Parinership
shall be bome by such withdrawing Limited Pariner and shall be withheld from the proceeds
delivered to such withdrawing Limited Partner.

Section 306. Accounts; Credits and Debits.

(a)  The Capital Inferest of each Partner shall be as shown in the Capital Account and
Unrealized Profit and Loss Account maintained for such Pariner on the Partnership books. The
Capital Account of each Pariner shall be credited with the amount of such Partner's
Contributions and the amount of Net Income credited to the Capital Account of such Partner
pursuant to Article Five. The Capital Account of each Partner shall be charged with the amount
of any distribution to such Partner pursuant to Section 504 and the amount of Net Loss charged
to the Capital Account of such Partner pursuant to Article Five. The Unrealized Profit and Loss
Account of each Partner shall be credited and charged with the amounts specified in Article
Five.

(b)  The General Partner shall calculate the value of the Capital Account and Unrealized
Profit and Loss Account of each Partoer no less frequently than as of the close of business on
each Valuation Date. If a Valuation Date is not a business day, however, the Capital Account
and the Unrealized Profit and Loss Account shall be determined as of the close of business on
the next preceding business day, and references to the Valuation Date shall be deemed to be to
such next preceding business date in such circumstances.

Unless a different valuation method is adopted by the General Partner and the Limited Partners
are notified of such adoption, the General Partner shall determine the value of each of the Partnership's
investments included in the Partners' Unrealized Profit and Loss Accounts as follows:

(c)) for any security listed or traded on any domestic or foreign national or other recognized
securities exchange or on the NASDAQ National Market System (the “NASDAQ/NMS”), the
value of such security shall be the last reported sales price on the Valuafion Date on the largest
exchange on which such security traded on such date, or on the NASDAQ/NMS, as the case
may be. If no sale of such security occurred on the Valuation Date, the value of such security
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shall be the last reported bid quotation (or if the Partnership has a short position in such security,
the last reported asked quotation), or as adjusted by the exchange or market committee of a
self regulated exchange or by NASD, therefore on the Valuation Date on the largest exchange
on which it is traded on such date, or on the NASDAQ/NMS, as the case may be;

() NASDAQ/NMS, the value of such security shall be the last reported bid quotation (or
asked quotation for short positions) for such security on the Valuation Date, as provided by the
principal market makers; and

(i) for any investment referred to in subparagraphs (1) and Gi) of this Section 306(c) for
which no last sales price or bid quotation is reported on the Valuation Date, or for any other
investment, the value shail be the most recent bid quotation (or asked quotation for short
positions) for such investment available from the principal market makers for such investments.
If recent market quotations are not readily available for any investments or if the General Partner
determines, in its reasonable discretion, that available market quotations do not fairly represent
the value of such investments, such investments shall be valued at their fair value using methods
determined in good faith by the General Partner.

(iv)  for any structured equity without a quoted market value, such as a swap or forward
contract or limited partnership investment or for any security that is not listed or traded on an
exchange, the value of these securities will be determined monthly by the General Partner. Total
Portfolio Swaps which ae Bullet Swaps and only receive ther
appreciation or depreciation in value at he end of their term officially have the same value as
their imtial value all the way until expiration. For such instruments the Partnership will value them
on a monthly basis by the initial amount invested or last month's value, plus or mimis the profit or
loss that will exist if at expiration the market values stay at their present levels, divided by the
amount of time remaining before the
maturation of the Bullet Swap, as determined by the General Partner in its sole and reasonable
discretion.  Although this method of valuation may not comply with Generally Accepted
Accounting Principles, the General Partner believes that this valuation policy 1s reasonable and
practical considering the nature of the investmenis. There is an inherent credit nsk in
undertaking a structured equity contractual transaction with a major or any form of financial
institution or outside limited partnership, and if a default occurs by the counterpart to such
contract, then any unrecovered equity or value from the transaction will be deducted from the
value of the Capital Account and assumed as a loss.

Certain short-term investments having a matwity of 90 days or less, which the General Partner
deems to be cash equivalents, shall be valued at cost, plus any accrued interest or discount earned and
included in inferest recetvable in the Partnership’s books and records. The General Partner may, mn its
reasonable discretion, establish other methods for determining such value whenever such other methods
are deemed by it to be necessary or appropriate.
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(d) In determining the value of investments, any assets or liabilities initially expressed in
terms of foreign currencies shall be translated into U.S. dollars at the official exchange rate or,
altematively, at the mean of the current bid and asked prices of such currencies against the U.S.
dollar last quoted by a major bank that is a regular participant in the foreign exchange market or
on the basis of a pricing service that takes into account the quotes provided by a number of
such major banks. If neither of these altematives is available, or both are deemed not to provide
a suitable method for converting a foreign currency into U.S. dollars, the General Partner in
good faith shall establish a conversion rate for such currency.

()  The General Partner shall have the right to suspend the determination of the value of
Capital Interests for any period during which, in its sole judgment, due to then prevailing market
conditions or other reasons, it is impossible or impractical 1o do so or if such valuation may be
detrimental to the Partners of the Partnership.

Section 307. Optional Redemptions. At any time afler one full Fiscal Quarter of investment,
the General Partner shall have the right to cause the Partnership to redeem and repurchase the Interest
of any Limited Partner for any reason whatsoever. The General Partner shall notify any such Limited
Partner of the Partnership's intention to effect such a redemption not less than 30 days prior b the
proposed date of redemption, which shall be the last day of the then current Fiscal Quarter. The
Partnership shall pay to such Limited Partner, in cash, a redemption price for such Limited Partner's
entire Capital Inferest equal to the amount of the Capital Account and the amount of the Unrealized
Profit and Loss Account maintained for such Limited Partner, valued as of the date of redemption, less
any amount allocable to the General Partner pursuant to Section 503 and Section 403, calculated as
provided in Section 305(d) as if the redemption were a complete withdrawal. Such payment shall be
made not later than the 30th day following the date of redemption, except as otherwise provided in
Section 305(d).

Section 308. Determinations of the General Partner Condusive. Any valuation of the
Capital Interest of any Partner, or of the Partnership's investments pursuant to Section 306(c), in either
case as determined in good faith by the General Partner, shall be binding and conclusive on each Partner
and any other interested Person unless such Partner or interested Person objects to such valuation in
witing within 30 days afier receipt by the Partner of a statement of its Capital Interest, or of the
valuation of the Partnership's investments, pursuant to Section 602, and, in the absence of such writien
objection, the comrectness of such statement shall not be questioned by any Partner or other Person. If a
Partner timely objects to any such statement, the General Partner and such Partner shall attempt to
resolve such dispute promptly. If they are unable to do so, the dispute shall be submitted to arbitration
pursuant to Section 1201.

Section 309. Interest of Creditors. A creditor, including a Partner, who makes a non-
recourse loan to the Partnership shall not have, or acquire at any time as a result of making the loan, any
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direct or indirect interest in the profits, capital or property of the Partnership, other than as a secured
creditor with respect to specific assets.

ARTICLE FOUR

Investment Matters

Section 401. Investments Gemerally. The assets of the Partnership shall be invested
primarily in equities and options and equity market indices and components thereof, swaps and forward
contracts, currencies, related put and call options, outside limited partnerships and private companies,
and equity securities of both foreign and domestic issuers (including, without linitation, common stock,
preferred stock, warrants, debentures and other debt securities convertible into common or preferred
stock, equity interests in trusts and partnerships, and options and rights with respect to such securities).
The principal objective of the Partnership is to realize capital appreciation from its investments. The
Partnership may also seek curent income from investments in dividend-paying stocks and temporary
investments in short-term, high yield corporate bonds. The Partnership may, from time to time, also
invest the funds of the Partnership in other short-term investments described in Section 204(b), pending
application to the investments described above or Hir temporary defensive purposes. A significant
portion of the assets may be invested in other entities, which the General Partner also controls, which
then make these trades and investments for the Partnership.

Section 402. Brokerage and Custody. The General Partner shall select such brokers to
effect the purchase, sale and other acquisition or disposition of investments, and such custodians to
maintain custody thereof, as it deems appropniate, which may include brokers or custodians which are
Affiliates of, or otherwise associated with, the General Partner. The General Partner shall attempt to
obtan from any broker the lowest net price and best execution available, conmsistent with the
Partnership's investment objectives and good practice. In any event, fees and commissions paid by the
Partnership to any broker or custodian shall be reasonable in relation to the services provided and
comparable to fees and commissions charged by other brokers or custodians to unaffiliated institutional
customers for similar transactions at the time, although they may not necessarily be the lowest charges
obtainable. In selecting any broker or custodian, the General Partner may take into account the fact that
it has fumished the General Partner with statistical, research or other information or services which may
enhance the General Partner's services generally, whether or not such services are of any benefit to the
Partnership.

Section 403. Management Fee. The Partnership shall pay the General Partner for its
services to the Parinership a quarterly management fee, in advance, equal to 0.25% (approximately
1.0% per annum) of the aggregate Capital Interests of the Limited Partners. The management fee for
any Fiscal Quarter shall be paid on the first day of such Fiscal Quarter and shall be calculated on the
basis of the Capital Interests as of the end of the immediately preceding Fiscal Quarter, except that the
management fee payable after the first closing of the offering of Interests shall be payable on or before
the Sth day afier such closing and shall be calculated on the basis of the Capital Interests as of the date
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of such closing The management fee shall be an expense of the Partnership chargeable to the Capital
Accounts of the Pariners.

Section 404. Other Business of Partners. Any Partner and any Affiliate of any Partner may
engage i or possess any inferest in any other business venture of any kind, alone or with others,
whether or not such ventures are competitive with the business of the Partnership (including, in the case
of the General Pariner and its Affiliates, the organization and management of other limited partnerships
to invest in the mvestments described in Section 401). Neither the Partnership nor any Partner shall
have any right, by virtue of this Agreement or the parinership relationship created hereby, in or to such
independent ventures or the income, profits or losses derived therefrom. The pursuit of such ventures,
even if competitive with the business of the Partnership, shall not be deemed wrongful or improper. No
Partner or any Affiliate thereof shall be obligated to present to the Parinership any particular investment
opportunity, even if such opportumity is of a character which, if presented to the Partnership, could be
taken by the Parinership, and each Pariner and its Affiliates shall have the right to take for their own
account (individually or as a trustee, partner or fiduciary), or to recommend to others, any such
particular investment opportunity.

ARTICLE FIVE
Allocations and Distributions

Section 501. Interim Allocations. Not less fiequently than as of the end of each Fiscal
Month of the Partnership, the Capital Accounts and the Unrealized Profit and Loss Accounts of the
Partners shall be tentatively credited and charged with the amounts set forth in this Section 501.

(a) Net Income. Net Income for each Fiscal Month (or shorter period) shall be allocated
as follows and in the following order of priority:

@ The portion of such Net Income that is attributable to gains and losses from the
closing of investment positions, up to an amount equal to the aggregate of the positive
balances in the Partners' Unrealized Profit and Loss Accounts after the allocation
thereto under Section 501(c)() for such Fiscal Month (or shorter period), shall be
credited to the Capital Accounts of the Pariners having such positive balances and in
proportion to such positive balances;

1) Any remaining balance of Net Income shall be credited to the Capital Accounts
of the Partners in proportion to their respective Opening Balances; and

@) Inallocating Net Income under this Section 501(a), net long-term or short-term
capital gain or loss and ordinary income or loss shall be allocated among the Partners in
the proportions that Net Income is allocated under this Section 501(a).
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(b) Net Loss. Net Loss for each Fiscal Month (or shorter period) shall be allocated as
follows and in the following order of priority:

@ The portion of such Net Loss that is attribitable to gains and losses from the
closing of investment positions, up to an amount equal to the aggregaie of the negative
balances in the Partners' Unrealized Profit and Loss Accounts afier the allocation
thereto under Section 501(c)() for such Fiscal Month (or shorter period), shall be
charged to the Capital Accounts of the Pariners having such negative balances and in
proportion to such negative balances;

@ Any remaining balance of Net Loss shall be charged to the Capital Accounts of
the Partners in proportion to their respective Opening Balances; and

Gi) In allocating Net Loss under this Section 501(b), net long-term or shori-term
capital gain or loss and ordinary income or loss shall be allocated among the Parters in
the proportions that Net Loss is allocated under this Section 501(b).

(¢)  Unrealized Profit and Loss. The Pariners' Unrealized Profit and Loss Accounts shall
be credited and charged in each Fiscal Month (or shorter period) as follows and in the following
order of priority:

0] The Partners' Unrealized Profit and Loss Accounts shall be credited or charged
with the Partnership's Net Unrealized Profits or Net Unrealized Losses for such Fiscal
Month (or shorter period). The amount so credited or charged shall be allocated
among the Partners in proportion to the Partners' respective Opening Balances;

() If the Capital Account of any Partner is credited with an amount of Net Income
under Section 501(a), then such Pariner's Unrealized Profit and Loss Account shall be
charged with an amount equal to the amount of Net Income so credited; and

@i)  If the Capital Account of any Partner is charged with an amount of Net Loss
under Section 501(b), then such Partner's Unrealized Profit and Leoss Account shall be
credited with an amount equal to the amount of Net Loss so charged.

Section 502. Final Allecafions. Subject to Section 503, the allocations of Net Income, Net
Loss and Net Unrealized Profit and Net Unrealized Loss for each Partner for a Fiscal Year shall equal
the sum of the amounts allocated to such Partner under Section 501 for the 12 Fiscal Months of such
Fiscal Year. The final allocations for a Fiscal Year under this Section 502 shall supersede the interim
monthly and quarterly allocations for such year under Section 501.
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Section 503. Allocation of Net Gain to the General Partuer: Subject to the last paragraph
of this Section 503, on determination of the final aflocations for any Fiscal Quarter pirsuant to Sections
501 and 502, after taking into account any allocations pursuant to this [Section 503 for prior Fiscal
Months, if any, then the General Partner shall be allocated an amount equal to 20% of the allocation of
Net Gain for such Fiscal Quarter otherwise allocable to such Limited Partner. Such an allocation will
only be made for a particular Fiscal Quarter if the cummulative Net Gain allocated to a Limited Partner
through the end of such period (after taking into account any such allocations to the General Partner for
prior periods during such Fiscal Year) exceeds the highest amount of cumulative net gain allocated to
such Limited Partner as of the end of any prior Fiscal Quarter (the “High Watermark™). In such event,
the General Partner will be allocated 20% of the Net Gain for such Fiscal Quarter otherwise allocable
to such Limited Partner (exclusive of any portion of such net gain which must be counted towards
cumulative net gain in order for it to exceed the High Watermark), payable quarterly. The amount so
allocable to the General Partner shall be treated as being attributable to amounts otherwise allocable to
the Limited Partner’s Capital Account and Unrealized Profit and Loss Account, in proportion to the
respective amounts otherwise so allocable.

The percenfage return on a Limited Partner’s Contributions for any Fiscal Year shall be
determined on the basis of a year of 365 or 366 days, as the case may be. With respect to any Fiscal
Year in which a Limited Partner makes an initial or additional Contribution or effects a withdrawal of all
or a portion of its Capital Interest on any day other than the first or last day of such Fiscal Year, the
percentage return for such Fiscal Year, solely with respect to the amount so contributed or withdrawn,
shall equal the percentage retum actually realized on such amount after the Contribution or prior to the
withdrawal, as the case may be, times the total number of days in such Fiscal Year (either 365 or 366)
and divided by the number of days in such Fiscal Year after the Contribution or prior to the withdrawal,
as the case may be.

Limited Partners may be admitted to the Partnership at different times during the course of any
year. In order to penmit the Partnership to effect the allocation with respect to as many Limited Partners
as possible as of the end of the Fiscal Year, the Parmership shall effect the first allocation with respect
to a Lirnited Partner as of the end of the first Fiscal Year in which such Limited Pariner has been in the
Partnership, with respect to a period of less than 12 months. All subsequent allocations shall be
effected for the 12 months ending on the last day of each Fiscal Year.

Section 504. Special Rules for Withdrawing Limited Partners.

a) To the extent a Limited Partner withdraws its Capital Interest from the Parnership
(other than through distrdbutions under Section 505), the Withdrawal Date shall be treated for
purposes of Section 502 as the last day of a Fiscal Year with respect to the withdrawn Capital
Interest and the amount of the withdrawn Capital Interest shall be calculated accordingly. In
addition, the amount payable by the Partnership with respect to the withdrawn Capital Interest
shall be reduced by such Capital Interest's proportionate share of any reserve for debts,
obligations and liabilities of the Partnership not otherwise reflected in the Partners' Capital
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Interests, such reserve to be determined by the General Partner in its reasonable discretion.
Notwithstanding the reduction in payment described in the preceding sentence, the Capital
Interest of the withdrawing Partner shall be charged with the fill amount of the reserve so
allocated to it

(b)  If a Partner withdraws part, but not all, of its Capital Interest, (i) the withdrawal shall be
charged entirely against such Partner's Capital Account and not against such Partner's
Unrealized Profit and Loss Account and (i) the amount, if any, of any Net Loss and Net
Unrealized Loss in such Partner’s Capital Account and Unrealized Profit and Loss Account shall
be reduced pro rata in proportion to the amount of the Partner’s Capital Interest withdrawn.

(¢)  Notwithstanding the provisions of Section 501, if a Partner withdraws all of its Capital
Interest, the General Partner, in its sole discretion, may make a special allocation to such
Partner for federal income tax purposes of the gains or losses recognized by the Partnership
from the closing of mvestment positions in such manner as will eliminate any balance in the
withdrawing Partner’s Unrealized Profit and Loss Account as of the date of withdrawal.

Section 505. Distributions to Partuers. The General Partner, in its sole discretion, shall
determine the amounts, if any, to be distributed to the Partners, and the times when such distributions
are to be made, but the General Partner shall not be required to make any distributions (except as
conternplated under Article Nine) or distributions in any particular amount or at any particular time or
times. Any amounts distnbuted may include any combination of income, capital gains or retum of
capital. The General Partner shall notify the Partners at least 15 days in advance of any distribution of
the amount and date of such distribution. Any distributions, including the final distribution on termination
of the Partnership, shall be in cash, securities or equity interests in other entities, shall be made to the
Partners in proportion to their respective Capital Interests, and shall be charged against the Partners'
Capital Accounts. The General Partner shall have the right to distribute in cash to the General Partner

amounts allocated to its Capital Account to the extent necessary to cover ifs expenses incurred in
menaging the Parinership.

Section 506. Intention of the Parties. The allocations of profit and loss provided for in
Sections 501 through 504, and the making of distributions as provided for in Section 505, are intended
to comply with the safe harbor for securities parinerships set forth in Section 1.704-3(e)(3)(ii) of the
Treasury Regulations, incorporating the full netting approach referred fo in Section 1.704-3(e)(3)(V)
thereof. The allocation and distribution provisions are also intended to comply with the substantial
economic effect rules of Section 1.704-1(b) of the Treasury Regulations. Accordingly, such Treasury
Regulations shall be taken into account in implementing the provisions of this Article Five.

Notwithstanding anything in this Article Five to the contrary, if any Partner receives any
adjustments, allocations, or distributions described in Sections 1.704- 1(b)(2)(ii) (d)(4), (5) or (6) of the

Treasury Regulations which cause a deficit, or increase the deficit, in the Partner's Capital Account,
items of Partnership gross income and gain shall be allocated to the Partner in an amount and manner

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP — PAGE 19

CS 000082



Case 3:04-cv-01320-K‘ocument 46-2 Filed 02/11/05 .e 34 of 51 PagelD 810

sufficient fo eliminate the deficit in its Capital Account as quickly as possible. It is infended that this
Section 506 be treated as a "qualified income offset” within the meaning of Section 1.704- 1(b)(2)(i)(d)
of the Treasury Regulations. If a Partner has a deficit balance in his Capital Account (afler giving effect
to all contnbutions, distrbutions and allocations for any Fiscal Years, including the Fiscal Year in which
a liquidation occurs, such Partner shall have no obligation to make any contribution to the capital of the
Partnership or any other person for any purpose whatsoever.

Section 507. Reinvestment of Distributions. A Limited Partner may elect to have any
distribution declared by the General Partner pursuant to Section 504 reinvested in such Limited
Partner's Capital Account, by so notifying the General Partner in writing at least 15 days prior to the
date of the distribution, unless the General Partner has previously nofified such Limited Partner that it
shall not accept the reinvestment of such distribution. Any such reinvestment shall be deemed an
additional Net Contribution.

ARTICLE SIX
General Accounting Provisions

Section 601. Fiscal Year. The Fiscal Year of the Partnership for financial statement and
Federal income tax purposes shall end on December 31 of each year; provided that the final Fiscal
Year of the Partnership shall end on the date of termination of the Partnership.

Section 602. Capital Determined; Financial Statements and Reports.

(a) The Capital Interests of the Partners shall be ascertained and determined as of the close
of business on each Valuation Date, and as of the close of business on any other date as the
General Partner shall determine. At each such time, the books of account of the Partnership
shall be closed and appropriate financial statements shall be prepared and maintained by the
Partnership reflecting the Capital Interests of the Partners in accordance with Arficles Three and
Five. At least annually, the financial statements shall be audited by such independent certified
public accountants as are selected by the General Pariner,

(b)  After the end of each Fiscal Year, the General Partner shall cause the Partnership's
independent certified public accountanis to prepare and transmit, as promptly as practicable,
and in any event within 120 days of the dose of the Fiscal Year, a report setting forth in
sufficient detail such transactions effected by the Parinership during such Fiscal Year as shall
enable each Partner to prepare its federal income tax retum. The General Pariner shall mail such
report to each Partner and former Partner (or its successor or legal representative) who may
require such information in preparing its Federal income tax retum, such information to inchude a
copy of the Partnership's information return filed for Federal income tax purposes.
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(¢)  Further, the General Partner shall prepare and transmit to each Partner, as promptly as
practicable, and in any event (i) within 120 days of the close of each Fiscal Year, audited
financial statements of the Partnership prepared in accordance with this Section 602. Within 30
days of the close of each Fiscal Quarter, the General Partner shall cause b be delivered
unaudited financial statements of the Parinership, which quarterly financial statements shall
summarnize the net asset value of the Partnership and increases or decreases in the net asset
value of the Parinership since the prior Fiscal Quarter, together with changes in the Capital
Interest of each Limited Partoer, and allocations of profits and losses (realized and unrealized)
to each Partner’s Capital Interest.

Section 603. Valuations by the General Partner. In determining the accounts of the
Partnership for all purposes, the assets and liabilities of the Partnership may be taken at such valuations
as the General Partner in its sole discretion determines, and the Partnership may, but shall not be
required to, set up reserves against doubtful accounts and contingent and unliquidated Liabilities.

Section 604. Books and Records. The General Partner shall maintain complete and accurate
books and records of all matters relating to the Partnership. No Limited Partner shall have the right to
examine the positions, trades or strategies of the General Pariner or the Partnership. The Partnership
shall maintain its books and records on either the cash or the accrual method and shall utilize generally
accepted accounting principles consistently applied in the preparation of its annual financial statements,
except as otherwise expressly provided in Section 306{c)iv). The General Pariner shall make all
decisions as to accounting principles and tax elections (including, without limitation, elections as to
depreciation methods).

Section 605. Tax Elections. The General Partner may, in its sole discretion, make or revoke
the election referred to in Section 754 of the Code or any similar provision enacted in lieu thereof or any
other election under the Code. '

Section 606. Information Tax Returns. The General Partner shall cause to be prepared and
filed all federal and state (if any) information tax retums required of the Partnership.

Section 607. Designation of Tax Matters Partner. The General Partner is designated as
the Tax Matters Partner, under Section 6231(a)(7) of the Code, with respect to the Partnership. The
Tax Matters Pariner is specifically directed and authorized to take whatever steps it deems necessary or
desirable to perfect such designation, including, without limitation, filing any forms or documents with the
Infemal Revenue Service and taking such other action as may from time to time be required under
regulations of the United States Department of the Treasury. Expenses of such administrative
proceedings undertaken by the Tax Matters Partner shall be expenses of the Partnership. Further, the
cost of any adjustments to a Partner and the cost of any resulting audits or adjustmenis of such Pariner's
tax retum shall be bome solely by the affected Partner.

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP ~PAGE 21

CS 000084



.wCase‘.\B;chv-Q1~32u0«K‘QGumen-t 46-2-.- Filed 02/11/05 Ue 36-0f-51 --PagelD 812 - - -

ARTICLE SEVEN

As to Partnership Name

In the event of a termination and dissolution of the Partnership, neither the Partnership name, nor
the right to ifs use, nor the related goodwill, if any, shall be considered as an asset of the Partnership,
and no valuation shall be put thereon for the purpose of liquidation or any distribution, or for any other
purpose whatsoever, nor shall any value ever be placed thereon as between the Partners and the
SUCCessors or assigns or personal representatives of any Partner.

ARTICLE EIGHT
Exculpation and Indemsnification

Section 801. General Fiduciary Duty. The General Partner shall be under a fiduciary duty to
conduct the affairs of the Parinership in the best interests of the Partnership and of the Limited Partners,
including the safekeeping and use of all Partnership fimds and assets, whether or nor in the General
Partner's possession or control, and the General Pariner shall not employ, or permit another party to
employ, such funds and assets in any manner except for the exclusive benefit of the Partnership. Neither
the General Partner nor any of its Affiliates shall receive any remuneration for any service it may perform
for or on behalf of the Partnership other than as permitted under this Agreement.

Section 802. Limitation on Liability of General Parmer. To the fullest extent permitted
under applicable law, the General Partner shall not be liable in damages or otherwise to the Partnership
or any of the Limited Partners for any act or omission or error in judgment in performing its duties under
this Agreement if it acted in good faith and in a manner it reasonably believed to be within the scope of
the authority granted by this Agreement and in or not opposed to the best interests of the Parnership;
provided, however, that the General Partner shall not be relieved of liability in respect of any claim, issue
or matter arising out of its gross negligence or willful misconduct in the performance of its fiduciary
duties to the Limited Partners. The General Pariner may consult with attomeys and accountants in
respect of the Partnership's affairs and shall be fully protected and justified in acting or failing to act in
accordance with the advice or opinion of such attomeys or accountants, provided that they have been
selected with reasonable care. The General Partner shall have no liability for the acts or omissions of ary
broker, depositary, custodian or other financial institution that it retains or uses with respect to the assefs
of the Parinership, except on account of gross negligence or willful misconduct in the selection thereof.
The foregoing limitations on the liability of the General Partner shall not apply to the extent, and shall in
no event constitute a waiver or limitatton, of any right which the Partnership or any Limited Partner has
under the federal or any applicable state securities laws which cannot be waived, including any right
which may impose liability, under certain circumstances, on persons even if they act in good faith and
with due care.
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Section 803. Indemnification. To the fullest extent permmtted vnder applicable law and subject
1o the limitations set forth in Section 802:

(@  Inany threatened, pending or completed action, suit or proceeding in which the General
Partner or any of its Affiliates was or is a parly or is threatened to be made a party by reason of
the fact that the General Pariner is or was the General Pariner of the Parinership or that such
Affiliate is or was affiliated therewith (other than an action by or in the right of the Partnership),
the Partnership shall indenonify the General Partner or such Affiliate against judgments, fines and
amounts paid in seflement and expenses, including, without Limitation, attomeys' and
accountants' fees and disbursements, actually and reasonably incurred by the General Partner or
such Affiliate in cormection with such action, suit or proceeding, or in connection with an appeal
therein, if it is determined in accordance with Section 11.06 of the Act that the General Partner
or such Affiliate acted in good faith and in a manner reasonably believed to be in or not
opposed to the best interests of the Partnership (and, in the case of a criminal proceeding, the
General Pariner or such Affiliate had no reasonable cause to believe that it or his conduct was
unlawful), and provided that the conduct of the General Partner or such Affiliate is not adjudged
to have constituted gross negligence, willful misconduct or an intentional breach of the General
Partner's fiduciary obligations in the performance of its duties to the Parinership. The termination
of any action, suit or proceeding by judgment, order or settlement shall not, of itself, create a
presumption that the General Partner or such Affiliate did not act in good faith and in a marmer
reasonably believed to be in or not opposed to the best interests of the Partnership.

(b) In any threatened, pending or completed action, suit or proceeding by or in the tright
of the Partnership, to which the General Partner or any of its Affiliates was or is a party or is
threatened to be made a party, mvolving an alleged cause of action by one or more Limited
Pariners for damages arising from the activities of the General Partner or such Affiliate in the
performance or management of the business or affairs of the Partnership as prescribed by this
Agreement, the Parinership shall indemnify the General Partner or such Affiliate against
Judgments, fines and amounts paid in settlement and expenses, including, without limitation,
attomeys' and accountants' fees and disbursements, actually and reasonably incurred by the
General Parmer or such Affiliate in connection with such action, suit or proceeding, or in
comnection with an appeal therein, if it is determined in accordance with Section 11.06 of the
Act that the General Partner or such Affiliate acted in good faith and in a manner it reasonably
believed to be in or not opposed to the best interests of the Partnership (and, in the case of a
criminal proceeding, the General Pariner or such Affiliate had no reasonable cause to believe
that it or his conduct was unlawful), and provided that the conduct of the General Partner or
such Affiliate is not adjudged to have constituted gross negligence, willful misconduct or an
intentional breach of the General Partner’s fiduciary obligations in the performance of its duties
to the Parmership (unless and only to ithe extent that the court in which such action, sult or
proceeding was brought shall determine upon application, that, despite the adjudication of
liabilities, but n view of all circimnstances of the case, the General Partner or such Affiliate is
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fairly and reasonably entiled to indemnity for such expenses which such court shall deem
proper).

(¢) To the exient that the General Partner or any of its Affiliates has been successful on the
merits or otherwise in defense of any action, suit or proceeding referred to in sub-paragraphs
(@) or (b) of this Section 803, or in cormection with any appeal therein, or in defense of any
claim, issue or matter therein, the Partnership shall indeomifyy the General Partner or such
Affiliate to the full extent permiited by law against the expenses, including, without linuitation,
attorneys' and accountants’ fees and disbursements, actually and reasonably incurred by the
General Partner or such Affiliate in conmection therewith,

(d  Expenses incumred by the General Pariner or any of its Affiliates in defending an action,
suit or proceeding shall, from time to time, be paid by the Partnership in advaace of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
the General Partner or such Affiliate to repay such amount if it is ultimately determined that it is
not entitled to be indemnified by the Partnership as authorized in this Section 803.

(¢)  The indemnification and advancement of expenses provided by this Section 803 shall
not be deemed exchwive of any other rights to which those seeking indemmification or
advancement of expenses may otherwise be entitled.

(3] Notwithstanding the Hregoing, the Partnership shall not indemnify the General Partner
or any of its Affiliates against any liability, loss or damage incurred by it in conjunction with any
claim involving allegations that the securities laws of any jurisdiction have been violated unless (i)
there has been a successful adjudication on the merits as the result of a trial or (i) such claim has
been dismissed with prejudice on the merits by a court of competent jurisdiction and a court of
competent jurisdiction approves such indenmification. In no event shall the Partnership bear any
portion of the cost of any liability insurance which insures the General Partner against any liability
as to which indemnification is not allowed under this Section 803.

(8 H for any reason (other than the gross negligence or willful misconduct of the General
Partner), the foregoing indemnification is unavailable to the General Partner, or insufficient 1o
hold it harmless, then the Partnership shall contribute to the amount paid or payable by the
General Partner as a result of such loss, claim, damage or liability in such proportion as is
appropriate to reflect not only the relative benefits received by the Partnership on the one hand
and the General Partner on the other hand but also the relative fault of the Partnership and such
General Partner, as well as any relevant equitable considerations. The reimbursement, indemnity
and contribution obligations of the Partnership under this subparagraph (g) shall be in addition to
any liability which the Partnership may otherwise have, shall extend upon the same terms and
conditions to the officers, directors, employees and controlling persons (if amy) of the General
Partner and shall be binding upon and inure to the benefit of any successors, assigns, heirs and
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personal representatives of the Partnership, the General Partner and any such persons. The
provisions of this Section 803 shall survive any tenmination of this Agreement.

(h)  Notwrthstanding the foregoing, nothing i this Article Eight shall exculpate or exonerate

any party fiom liability, or indenonify ary party against loss, for any violation of the federal or any
state securities laws, or for any other intentional or criminal wrongdoing.

ARTICLE NINE

Duration and Dissolution of the Partuership

Section 901. Events Causing Dissolution. The Partnership shall ternminate on the happening
of any of the following events:

(a) the expiration of the term of the Partnership on December 31, 2040;
(b) the complete withdrawal, Bankruptcy or dissolution of the General Partner;

(c) the disposition of all of the assets of the Partnership;

(d) the death or permanent disability or termination of all of the principals of the General
Partner; or

(e)  the happening of any other event causing the dissolution of the Partnership under the
Act.

Dissolution of the Partnership shall be effective on the day on which the event occurs giving rise
to the dissolution, but the Partnership shall not terminate wntil the Partnership's Certificate of Limited
Partnership is canceled and the assets of the Parinership are distributed as provided in Section 902.
Notwithstanding any such dissolution, prior to the termination of the Partnership, the business of the
Parinership and the affairs of the Pariners, as such, shall continue to be govemed by this Agreement. If
the Partnership is dissolved pursuant to clause (b) or (d) of this Section 901, a Majority in Interest of
the Limited Partners shall appoint a special liquidator to facilitate the liquidation of the Partnership in the
manner described in Section 902. Notwithstanding the foregoing, if the Partnership is dissolved pursuant
to clause (b) or (d) of this Section 901, the Partnership may be reconstituted and not dissolved if a
Majority in Interest of the Limited Partners so vetes within 90 days afler the occurrence of such
dissolution event, provided, however, that such vote shall also designate a new General Partner.

Section 902. Dissolution Procedures.
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(@  On dissolution of the Partnership, the General Partner (or a special liquidator) shall
proceed diligently to wind up the affairs of the Partnership, to liquidate its assets and distribute
the proceeds thereof as provided in Section 902(d) and to cause the cancellation of the
Parinership's Certificate of Limited Partnership. Duwring the interim, the General Parter (or
special liquidator) shall, o the extent consistent with such liquidation and dissolution, confinue to
operate the busimess of the Pariership, exercising in connection therewith all of the authority of
the General Pariner as set forth in this Agreement, but shall bave no firther autherity to bind the
Parinership except to wind up its affairs in compliance herewith,

) On dissolution of the Partnership, the General Partner (or special liquidator) shall make
or cause to be made a complete and accurate accounting of the assets, liabilities and operations
of the Partnership, as, of and through the last day of the month in which the dissolution occurs.

(©)  Distrbutions in dissolution may be made in cash or in kind or in combinations thereof.
Distributions in kind shall be made subject to reasonable conditions and restrictions necessary
or advisable in order to preserve the value of the assefs so distributed or to comply with
applicable securities laws. The General Partner shall use its best judgment as to the most
advantageous time for the Partnership to sell its assets or to make distributions in kind. In this
regard, if the General Partner determines that an immediate sale of all or part of the
Partnership's assets would cause undue loss to the Pariners, the General Partner, in order to
avoid such loss, may, after having so notified all of the Limited Pariners, defer liquidation of, and
withhold from distribufien for a reasonable time, any assefs of the Partnership other than those
necessary to safisfy the [Partnership’s debts and obligations. As sets to be distributed in kind
shall be distributed on the basis of the fair market value thereof as determined by the General
Partner, and any Partner entitled to any interest in such assets shall receive such interest as a
tenant-in-common with all other Partners so entitled.

d)  As expeditiously as possible, the General Partner (or special liquidator) shall distribute
the assets of the Partnership in the following order of priority:

o payment of all liabilities and obligations of the Partnership, other than liabilities
or obligations to the Pariners, shall be made or provided for, whether by the

establishment of such reserves as the General Partner (or special liquidator) shall deem
appropriate or otherwise;

@) payment of all expenses of the iquidation;

@) the establishment of such reserves as are deemed necessary by the General
Partner (or special liquidator);
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@)  payment of any loans or advances made to the Partnership, first by any Limited
Partner and then by the General Partner; and

1\ to all of the Partners in accordance with their respective Capital Interests.

Section 903. Withdrawal or Death of a Limited Partner. The withdrawal, death or
incompetency of a Limited Partner shall not dissolve the Partnership. On the death of an individual
Limited Partner, the rights and obligations of such Limited Partner shall accrue to his or her estate.
Except as expressly provided in this Agreement, no Bankruptcy or other event affecting a Limited
Partner shall affect this Agreement.

ARTICLE TEN
Transferability of the General Partner's Interest

The General Partner may not sell, transfer, assign, pledge or otherwise dispose of all or any part
of its Interests; provided, however, that the foregoing limitation shall not apply to a dispesition by the
General Partner to any of its Affiliates. In this regard, the General Partner shall have the right to assign
its rights to receive all or a portion of any allocation of net gain contemplated by Section 503 to one or
more of its Affiliates, and each Limited Partner hereby consents to any such assignment. In the case of
any such assignment, the assignees shall be admitted as Additional Limited Partners to the extent of their
assigned interests. The General Partner may also transfer its interest in the Partnership to any Person
with the prior consent of a Majority in Interest of the Limited Partners.

ARTICLE ELEVEN

Transferability of a Limited Partner's Interest

Section 1101. Restrictions on Transfer. Notwithstanding any other provision of this Article
Eleven, no sale, assignment, pledge, transfer or other disposition of all or any portion of a Limited
Partner’s Interest (a "Transfer") may be made without the prior written consent of the General Partner,
which consent may be given o withheld in the sole and absolute discretion of the General Pariner
(except for transfers on the death of an individual Limited Partner, by will or the laws of descent and

distribution, or by operation of law pursuant to the reorganization of a Limited Pariner), and without the
following conditions being safisfied:

@ counsel for the Parmnership is not of the opinion that the Transfer (i) would be in
violation of the securities laws of any jurisdiction, (ii) would require the Partnership to regjster or

to seek an exemption from registration as an investment company under the Investment
Company Act of 1940, (i) would cause the General Partner to be a "fiduciary” within the
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mezaning of Section 3(21) of the Employee Retirement Income Security Act of 1974, as
amended, with respect to the proposed transferee or any other party, or (iv) would result in the
termination of the Partnership for federal income tax purposes;

(b) an instrument of assignment executed and acknowledged by the transferor and the
transferee evidencing, among other things, the agreement of the transferee to be bound by all of
the provisions of this Agreement, coniaining appropriate investment representations of the
transferee and otherwise in form and substance satisfactory to counse] for the Partnership, is
delivered to the General Partuer; and

(¢) the transferor or the transferee pays all of the Partnership's costs incurred in connection
with the Transfer and, if applicable, the transferee’s becoming a Substitute Limited Partner,
incduding, without Limitation, the costs of preparing and filing any necessary amendments to the
Partnership's Certificate of Limited Partnership and the reasonable fees and disbursements of
the Partnership's counsel.

Any purported Transfer in violation of this Section 1101 shall be null and void as against the
Partnership, except as otherwise provided by law.

Section 1102. Indemnification by Transferor. If the Parmership or General Partner
becomes involved in any capacity in any action, proceeding or investigation in connection with any
Transfer by a Limited Partner, or the admission into the Partnership of such transferring Limited
Partner's transferee or assignee (any such transferee or assignee, when so admitted, being called a
"Substituted Limited Partner”), the transferring Limited Partner shall periodically reimburse each of the
Partnership and the General Parter, on demand, for its legal and other &xpenses (including the cost of
any investigation and preparation) incurred in connection therewith. The transferring Limited Partner
shall also indernify the Partnership and the General Partner, to the fullest extent permitted ynder
applicable law, against any losses, claims, damages or liabilities to which they may become subject in
connection with such Transfer. The reimbursement and indermity obligations of the transferring Limited
Partner under this Section 1102 shall be in addition to any liability which the transferting Limited Pariner
may otherwise have, shall extend upon the same terms and conditions to the officers, directors,
employees and controlling Persons (if auy) of the General Partner and shall be binding on and inure to
the benefit of any successors, assigns, heirs and personal representatives of the Partnership, the General
Partner and any such Persons. The foregoing provisions shall survive any termination of this Agreement.

Section 1103. Effect and Effective Date. No Transfer by a Limited Partner shall be

effective for any purpose until the first business day afier the Valuation Date next following the date on

- which the General Partner actually receives the instrument of assignment with respect thereto. No
Transfer by a Limited Partner shall relieve it of any obligations or liabilities under this Agreement unless
and until such obligations and liabilities are assumed by a transferee who is admitted as a Substituted
Limited Partner pursuant to Section 1105. A transferee who does not become a Substitted Limited
Partner shall have no rights as a Limited Partner except to receive its share of allocations and
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distributions pursuant to this Agreement and any ofher rights of an assignee of a limited partnership
mmt&AchﬂanysmhumsfﬂeewhOMmmkeaﬁnha&ignmﬁiwmm
the Partnership shall be subject to all of the provisions of this Atticle Eleven to the same extent as if it
were a Substifuted Limited Pariner.

Section 1104. Status of Transferor. Any Limited Pariner which transfers all of its Interest
shall cease o be a Limited Partuer, except that, unless @nd until a Substituted Limited Partner is
admitted in its stead, such assigning Limited Partner shall retain the statutory rights of an assignor of a
limited partners interest under the Act Anything herein to the contrary notwithstanding, both the
Partnership and the General Partner shall be entitled to treat the assignor of an Interest as the absolute
owner thereof in all respects, and shall incur no Liability for distrbutions made in good faith to it, until
such time as the assignee of the Interest has been admitted into the Partnership as a Substituted Limited
Partner.

Section 1105. Substituted Limited Partners. No Limited Partner shall, except as stated m
Section 1101, have the right to substitute an assignee, transferee, donee, heir, legatee, distributee or
other recipient of all or any fraction of such Limited Partner's Interest as a Limited Partner in its place.
Any such assignee, transferee, donee, heir, legatee, distributee or other recipient of an Interest (whether
pursuant to a voluntary or involuntary Transfer) shall be admitied to the Partnership as a Substituted
Limited Partner only (i) by satisfying the requirements of Sections 1101 and 1106, (ii) on the receipt of
any necessary governmental consents, and (i) on an amendment to this Agreement and the
Parinership's Certificate of Limited Partnership recorded in the proper records of each jurisdiction in
which such recordation is necessary to quality the Partnership to conduct business or to preserve the
limited liability of the Limited Partners.

Section 1106. Conditions of Admission. Each Substituted Limited Partner, as a condition to
its admission as a Limited Partner, shall execute and acknowledge such instruments, in form and
substance satisfactory to the General Partner, as the General Partner reasonably deems necessary or
desirable to effectuate such admission and to confirm the agreement of the Substituted Limited Partner
to be bound by all the terms and provisions of this Agreement with respect to the Interest acquired. All
Substituted Limited Partners must satisfy the eligibility requirements as set forth in the Offering
Memorandum of the Partnership, including, but not limited to, meeting the requirements of an
“accredited investor,” together with any and all other requirements as may be designated by the General
Partner.

Section 1107. Transfers During a Fiscal Year. In the event of the Transfer of a Partner's
interest at any time other than at the end of the Partnership's fiscal year, the distributive shares of the
various items of Partnership income, gain, loss and expense as computed for tax purposes shall be
allocated between the transferor and the transferee on such proper basis as the transferor and the
transferee shall agree; provided, however, that no such allocation shall be effective unless (1) the
transferor and the transferee give the Partnership written notice, prior fo the effective date of such
Transfer, stating their agreement that such allocation shall be made on such proper basis, (ii) the General
Parmer consents to such allocation, and (iii) the transferor and the transferee agree fo reimburse the

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP - PAGE 29

CS 000092



Case 3:04-cv-01320-K‘ocument 46-2 Filed 02/11/05 .e 44 of 51 PagelD 820

Partnership for any incremental accommting fees and other expenses incurred by the Partnership in
making such allocation.

ARTICLE TWELVE

Miscellaneous

Section 1201. Resolution of Disputes. If any dispute or disagreement respecting the
Partnership or the relationship among any of the Partners cannot be resolved, such matter shall be
subnutted to arbitration before the American Arbitration Association in Dallas, Texas, in accordance
with its Commercial Arbitration Rules, and the decision of the arbitrators shall be conchsive and binding
upon each of the Partners and upon their successors, assigns and personal representatives.

Section 1202. No Bill for Partnership Accounting. Subject to any mandatory provisions of
law or to circumstances involving a breach of this Agreement, each of the Partners agrees that it shall
not (except with the consent of the General Partner) file a bill for Parinership accounting, or otherwise
proceed adversely in any way whatsoever against the other Partners or the Parinership.

Section 1203. Grant of Power of Attorney. Each Limited Pariner, by the execution of this
Agreement, or by authorizing such execution on its behalf, does irrevocably make, constitute and
appoint the General Partner, with full power of substitution and resubstitution, as his true and lawful
attorney and agent, with full power and authority in its name, place and stead to execute, swear to,
acknowledge, deliver, file and record in the appropriate public offices:

@ all certificates and amended certificates of limited partnership, fictitious or assumed
name cerfificates and other certificates and instruments (including counterparts of this
Agreement), which the General Partner deems necessary or desirable to quality or continue the
Partership as a limited partnership or to conduct the business of the Partnership in the
junisdictions in which the Partnership may conduct business;

(b) all amendments to this Agreement adopied in accordance with the terms of this
Agreement;

(¢)  all ceriificates of dissolution, conveyances and other instruments which the General
Pariner deems necessary or desirable to effect the dissolution and termination of the
Partership; and

(d)  any other instrument which is now or may hereafier be required by law to be filed on
behalf of the Partnership or which is necessary or desirable to reflect the exercise by either
General Partner of any power granted to it under this Agreement in connection with the conduct
of the Partnership's business and affairs.
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The power of attomey granted pursuant to this Section 1203 shall be deemed to be coupled
with an interest, shall be irevocable and shall survive any of the disabilities with respect to any Limited
Partner referred to in Section 903 and, for the purpose of admitting a Substituted Limited Partner, the
assignment by such Limited Partner of its interest in the Partnership.

Section 1204. Binding Nature of Agreement. This Agreement shall be binding upon and
inure to the benefit of the successors, assigns and personal representatives of each of the Pariners.

Section 1205. Execution of Agreement. This Agreement may be executed in more than one
counterpart with the same effect as if the Partners executing the several counterparts had all executed
the same counterpart; provided, however, that each separate counterpart shall have been executed by
the General Pariner.

Section 1206. Amendments. This Agreement may be amended by the writlen agreement of
the General Partner and a Majority in Interest of the Limited Partners; provided, however, that without
the consent of each Partner, if arty, to be adversely affected by any amendment, this Agreement may not
be amended to (a) convert any Limited Partner's interest in the Parinership into that of a General
Partner, (b) otherwise modify the limited Liability of a Limited Partner, (c) increase the Contribution
required to be made by any Limited Partner, or (d) modify the interest of any Limited Partner in
allocations or distributions.

Section 1207. Amendments Without Consent. In addition to amendments pursuant to
Section 1206, amendments of this Agreement may be made from time fo time by the General Parmer,
without the consent of any of the Limited Partners, (a) to cure any ambiguity, or to [gormect or
supplement any provision hereof which may be inconsistent with any other provision hereof, (b) to
delete or add any provision of this Agreement required to be so deleted or added by any state or
provincial securities commissioner or similar official, which addition or deletion is deemed by such
commission or official to be for the benefit or protection of the Limited Partners, (c) to revise this
Agreement as necessary to comply or conform with any revisions in applicable laws goveming the
Parnership, and (d) to reflect the admission of Substifuted Limited Partners or a general partner
substituted in the Partnership without the consent of the Limited Partners; provided, however, that no
amendment shall be adopted pursuant to clanses (a) through (c) above unless the adoption thereof, in
the reasonable opinion of the General Partner, is for the benefit of or not adverse to the interest of the
Limited Partners and in the opinion of counsel, does not affect the limited liability of the Limited Partners
or the status of the Partnership as a partnership for income tax purposes.

Section 1208. Execution of Amendments. If this Agreement is amended as a result of
substitufing a Limited Partner, the amendment to this Agreement shall be signed by each General
Partner, the Person to be substituted and the assigning Limited Partner. If this Agreement is amended to
reflect the designation of an additional or substituted General Partner, such amendment shall be signed
by each General Partner and by such additional or substituted General Partner.
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Section 1209. Netices. Any written notice herein required to be given to the Parmnership by
any of the Partners shall be deemed to have been given if addressed to Integral Arbitrage, L.P., c/o
Integral Investment Management, L.P., 5720 LBJ Freeway, Suite 470, Dallas, Texas 75240 6330 with
a copy to the Partnership’s fund administrator, Olympia Capital Associates L.P., 1211 Avenue of the
Americas, 29" Floor, New York, NY 10036, telephone number (212) 403-9503, Attn: Larry Platoni.
Any written notice required to be given to a Limited Pariner shall be deemed to be given if addressed to
such Partner at the address set forth in the Partnership's records (or such other address as such Partner
shall have specified in writing to the Partnership) and deposited in the United States mails.

Section 1210. Governing Law; Severability. THIS AGREEMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE
OF TEXAS, IS FULLY PERFORMABLE IN DALLAS COUNTY, TEXAS, AND VENUE FOR
RESOLUTION OF ANY DISPUTE ARISING HEREUNDER OR IN CONNECTION
HEREWITH SHALL LIE EXCLUSIVELY IN DALLAS COUNTY, TEXAS. In particular, it shall be
construed to the maximum extent possible to comply with all of the terms and conditions of the Act. If,
nevertheless, it shall be determined by a court of competent jurisdiction that any provision or wording of
this Agreement shall be invalid or unenforceable under said Act or other applicable law, such invalidity
or unenforceability shall not mvalidate the entire Agreement In that case, this Agreement shall be
construed so as to limit any term or provision so as to make it enforceable or valid within the
requirements of any applicable law, and, in the event such term or provision cannot be so limited, this
Agreement shall be construed to omit such invalid or unenforceable provisions.

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP — PAGE 32
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IN WITNESS WHEREDOF, the parties hereto have duly executed this Agreement as of the
date first above written.

GENERAL PARTNER:

INTEGRAL INVESTMENT MANAGEMENT, L.P.,
a Texas limited partnership

By: Integral Management, LLC, a Texas limited
liability compary, General Partner

By

Conrad P. Seghers, Chief Executive Officer

LIMITED PARTNERS:

CONRAD P. SEGHERS

SECOND AMENDED AND RESTATED AGREEMENT OF LIMITED PARTNERSHIP - PAGE 33
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EXHIBIT “B”
TO CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM

Subscription Agreement
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INTEGRAL ARBITRAGE, L.P.
¢/o Olympia Capital Assoctates L.P.
1211 Avenue of the Americas, 29" Floor
New York. NY 10036
Phone: (212) 403-9503
Facsimile: (212) 403-9550

SUBSCRIPTION AGREEMENT

To:

Name of Purchaser

This will confirm your agreement to become a limited partner of Integral Arbitrage, L.P.,
a Texas limited partnership (the “Partnership”) (fk/a Sum-It Investments, L.P.), and 1o
purchase a limited partnership interest in the Partnership (an “Interest”).

1. Subscription and Sale.

1.1 Subscription. Only persons who meet the qualifications of an “accredited investor” as
defined in Rule 501(a) of Regulation D promulgated under the Securities Act of 1933 , shall be admitted
to subseribe for Interests in the Partnership. Subject to the terms and conditions of this Agreement, you
irrevocably subscribe for, and agree to purchase, an Interest for the subseription price indicated on the
Signature Page of this Agreement, and you agree to become a limited partner of the Partnership. You
are tendering to the Partnership with this Agreement (i) triplicate counterpart signature pages of this
Agreement and thereby the Partnership Agreement, (ii) a completed and signed Confidential Offeree
Questionnaire, and (jii) a certified or bank check in the amount of the subscription price, payable to the
order of “Integral Arbitrage, L.P. - Special Account” (or you are concurrently wire transfemring such
amoumt to such special account).

1.2 Acceptance or Rejection of Subscription. All funds tendered by you will be held in a

segregated account pending acceptance or rejection of this Agreement and the closing of your purchase
of the Interest. This Agreement will either be accepted, in whole or in part, subject to the pnior sale of

SUBSCRIPTION AGREEMENT —Page 1
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Interests, or rejected, by the General Partner of the Partnership as promptly as is practicable. If this
Agreement is accepted only in part, you agree to purchase such smaller Interest as the General Partner
determines to sell to you. I this Agreement is rejected for any reason, including, without limitation, the
termination of the offering of Interests by the Partnership, this Agreement and all fimds tendered with it
pmmpﬂywi]lbemumdtoyw,withmndedmﬁonofmykind,mdﬂxisAgreementwillbevoidandof
no further force or effect. Deposit and collection of the check tendered, or receipt of funds wired, with
this Agreement will not constifute acceptance of this Agreement

13  Closing. Subscriptions will be accepted at one or more Closings, as described in the Private
Placement Memorandum relating to this offering (the “Memorandum™). On Closing, the subscription
evidenced hereby, if not previously rejected, will be accepted, in whole or in part, and the Partership
will execute a copy of this Agreement and retum it to you, At such time, the signature page of this
Amaﬁw&ﬂbeaﬂadmdmandbemmapanofﬂmhmﬂﬁpAgmemmgwweﬂasofﬂﬁs
Agmemaimﬂwiﬂbeeﬁedivemm&meymrmﬁmmﬁddwm'ofmemmpw
Ifyommmscﬁpﬁmiswcmdmb'hpwgmisAgmmmnWMbemrkedmm&mswﬁfaamd
the Partnership will retam to you the portion of the funds tendered by you representing the unaccepted
portion of your subscription, without deduction of any kind. The Interest subscribed for will not be
deemed to be issued to, or owned by, you until this Agreement has been accepted by the General
Partner.

2. Representations and Warranties of the Purchaser. You represent and warrant to the
Partnership and the General Pariner as follows:

2.1  Non-Registration. You acknowledge that the Interest to be acquired by you is not and will
not be registered under the Securities Act of 1933 (the “Act”) or any state securities law in reliance on
exempﬁonsfromawhregisﬂaﬁm,andihatsw:hrelimceisbasedinpartmyowrepmemaﬁonsand
warranties set forth in this Section 2 and on the information set forth in the Confidential Offeree
Questionnaire tendered by you to the Partnership with this Agreement.

2.2  Information. You have received, carefully read, and understood the Memorandum, which
includes as an exhibit a copy of the Partnership Agreement. You have been provided with the
oppmmu'makmmﬁmsoﬁmdwxweivemswersﬁom,meGmﬁalParmmils
representatives mnceuﬁngﬁePaﬂnexshipmdﬂxeha&slsandhavebmpmvidedbytheGmm’al
Partner with access to all information pertaining to the Partnership to which youn have requested access.

2.3 Investment Intent; Limitations or Resale. You are acquiring your Interest solely for your
own account, for investment and not with a view to, or for resale in connection with, any distribution.
You understand that the Interest being acquired by you will be an illiquid investment, as it is unlikely that
a market will developinthelnte:stsmdbecm:sethehﬁer&stmymtbesold,umsfmedoroﬂlerwise
disposed of (other than through withdrawal from the Partnership pursuant to Article Three of the
Parinership Agreement) except pursumt to the provisions of Article Eleven of the Partnership
AgreemeﬂmdmeﬁecﬁwmgisﬂaﬁmsﬁtmmtmdaﬂwAﬁormexempﬁmﬁomsuchregimaﬁom
and that in the absence of such registration or exemption, an Interest must be held indefinitely.

SUBSCRIPTION AGREEMENT —Page 2
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IF YOU ARE A RESIDENT OF PENNSYLVANIA, YOU AGREE THAT, IN ANY
EVENT, YOU SHALL NOT RESELL ANY PORTION OF YOUR INTEREST DURING THE 12-

MONTH PERIOD COMMENCING WITH THE DATE OF YOUR PURCHASE OF YOUR
INTEREST.

24  Speculative Nature of Investment. You understand that your investment in the Partnership
is speculative and is subject to certain risks, and may remain so for an indefinite period, and that no
federal or state agency has reviewed or made any recommendation or endorsement with respect to the
Interests.

You should carefully consider whether your financial condition permits you to patticipate in the
Partnership. In so deing, you should be aware that trading securities and instruments by the Partnership
can quickly lead to large losses as well as gains. Such trading losses can sharply reduce the net asset
value of the Partnership and consequently the value of your interest in the Partnership. In addition,
restrictions on redemptions may affect your ability to withdraw your participation in the Partnership.

Further, the Partnership may be subject to substantial charges for management, advisory and
brokerage fees. It may be necessary for the Partnership to make substantial trading profits to avoid
depletion or exhaustion of its assets.

This brief statement cannot disclose all the risks and other factors necessary to evaluate your
participation in the Partnership. Therefore, before you decide to participate in this Partnership, you
should carefully study the Offering Memorandum, including a description of the principal risk factors of
this investrent.

2.5  No Solicitation. At no fime in connection with the offer or sale of Interests were you
solicited by any leaflet, public promotional meeting, circular, newspaper or magazine article, radio or
television advertisernent or any other form of general advertising.

2.6  Investment Company Act Non-Registration. You understand that the Partnership is not
and will not be registered as an investment company under the Investment Company Act of 1940, by
reason of Section 3(c)(1) thereof which excludes from the definition of an investment company any
issuer which has not made and does not presently propose to make a public offering of its securities and
whose outstanding securities (other than short-term paper) are [beneficially owned by not more than

100 persons. In this regard, you were not formed for the purpose of investing in the Partnership nor did
your stockhelders, pariners, grantors or participants contribute additional capital to you for the purpose
of such investment. Further, if you are purchasing an interest in the Partnership which will constitute in
excess of 10% of all interests in the Partnership at Closing, your interest in the Partnership, together with
your interests in all other entities that, pursuant solely to Section 3(c)(1) of such statute, are excluded
from the definition of investment company, will not represent more than 10% of your total assets.
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2.7  Allocation of Net Gain to the General Partner. You understand that the General Pariner
will receive an annual performance allocation of 20% of the Parinership's net gain for managing the
Partnership’s investments, payable quartedy. You confirm that, prior to your execution of fhis
Agreement, you have reviewed the provisions of the Partnership Agreement pertent to the allocation
(Sections 503 and 305(d)), and the disclosures regarding it set forth in the Memorandum, and that you
have been advised, among other things, that:

(@)  the General Partner’s right to receive an allocation of net gain may create an incentive
for the General Pariner to make investments on behalf of the Partnership that are riskier or more
speculative than would be the case in the absence of such performance allocation;

(b) the allocation of net gain will be based on the umrealized appreciation of the
Partnership's investments as well as its realized gains;

(¢) the allocation of net gain will be determined quarterdy with reference to the preceding
quarter (or possibly a shorter period in the case of the first allocation), and will be measured by
the amount of net gain allocable to the Limited Partners with respect to such period;

(@  securties held by the Partnership for which market quotations are not readily available
will be valued by the General Partner in the marmer set forth in the Partnership Agreement; and

(e) the General Partner’s allocation of net gain may be greater or less than compensation
charged by other investment advisors for comparable services.

28 Status. If you are a corporation, partnership, trust or other entity, you are an “accredited
investor”, as that term is defined in Rule 501(a) of Regulation D under the Act (see Section 2.9 below
for a list of the types of accredited investors). If you are a natural person, you are at least 21 years of
age and you either are an “accredited investor” or meet the experience standards set forth in Section 2.9
below.

29  Experience; Financial Ability. You, or if you are a corporation, partnership, trust or other
entity, you by and through your officers, directors, trustees, employees or other advisors, (i) are
experienced in evaluating companies such as the Partnership, (ii) have determined that an Interest is a
suitable investment for you and @ii) bave such knowledge and experience in financial and business
matters as to be capable of evaluating the merits and risks of your investment in the Partnership.

For purposes of this Agreement, you are deemed to be an “accredited investor,” if you meet
any of the following requirements:

(a) A natural person whose net worth or joint net worth with histher spouse exceeds
$1,000,000.

SUBSCRIPTION AGREEMENT —Page 4
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A natural person whose income, exclusive of spouse’s income, exceeded $200,000 in
each of the last two years and who reasonably expects an income in excess of
$200,000 in the current year, or whose income, together with spouse’s income,
exceeded $300,000 in each of the last two years and who reasonably expects such
combined income to exceed $300,000 in the current year.

A bank, msurance compary, registered mvestment company, employee benefit plan if
the investment decision is made by a bank, insurance company or registered investment
adviser, or an employee benefit plan with more than $5 million of assets.

A private business development company as defined in Section 202(2)(22) of the
Investment Advisers Act of 1940.

A tax-exempt organization (IRC Section 501(c)(3) exemption) with assets in excess of
$5 million.

An entity in which all of the equity owners are accredited investors under above.

A business development company as defined in section 2(aX48) of that Act; any Small
Business Investment Company licensed by the U.S. Small Business Administration
under section 301(c) or (d) of the Small Business Investment Act of 1958.

A plan established and maintained by a state, its political subdivisions, or any agency or
instrumentality of a state or its political subdivisions, for the benefit of its employees, if
such plan has total assets in excess of $5,000,000; any employee benefit plan within the
meaning of the Employee Retirement Income Security Act of 1974 if the investment
decision is made by a plan fiduciary, as defined in section 3(21) of such act, which is
either a bank, savings and loan association, insurance company, or registered investment
adviser, or if the employee benefit plan has total assets in excess of $5,000,000 or, if a
self-directed plan, with investment decisions made solely by persons that are accredited
investors.

Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose
of acquining the securities offered, whose purchase is directed by a sophisticated person
as described in Rule S506(b)(2)(ii).

Any director, executive officer, or key employee of the Company.

2.9  Financial Ability.  You have the financial ability to bear the economic risks of your entire
investment for an indefinite period and no need for liquidity with respect to your investment in the
Partnership, and you have adequate means for providing for your current needs and personal

contingencies.
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2.19 Further Information. The information which you are fumishing herevmder ad m the
Confidential Offeree Questionnaire, and any nformation which you subsequently fumish to the
Parinership with respect to your financial position and business experience, is comrect and complete as
of the date of this Agreement or as of the date it is fiumnished, whichever is later. If there is any material
change in such information prior to the date that this Agreement is accepted by the Partnership, you will
immediately fumish such revised or corrected information to the Partnership.

2.11  Due Authority, Etc. If you are a corporation, partnership, trust or other entity: (a) you are
duly organized, validly existing and in good standing under the laws of the jurisdiction of your formation
and have all requisite power and authority to own your properties and assets and to carry on your
business, (b) you have the requisite power and authority fo execute this Agreement and the Partnership
Agreement and to carry out the transactions contemplated hereby and thereby, (c) your execution and
performance of this Agreement and the Partnership Agreement does not and will not result in any
violation of, or conflict with, anry term of your charter, by-laws, parinership agreement or indenture of
trust, as the case may be, or any instrument fo which you are a party or by which you are bound or any
law or regulation applicable to you, (d) your execution and performance of this Agreement and the
Partnership Agreement has been duly authorized by all necessary corporate or other action, (€) you
were not specifically formed to invest in the Partnership and (f) the individual who has executed this
Agreement on your behalf was duly authorized to do so by all requisite corporate or other action and,
on request of the Partnership, you will furnish appropriate evidence of the authority of such individual to
act on your behalf.

2.12 Valid Obligation. This Agreement and the Partnership Agreement have been duly executed
and delivered by or on behalf of you and, if and when accepted by the Partnership, in whole or in part,
will constitute your legal, valid and binding obligations, enforceable in accordance with their respective
terms (except as may be limited by principles of equity or bankruptcy, insolvency or other similar laws
affecting the enforcement of creditors’ rights generally).

2.13  Reliance on Own Advisors.  You confim that, in making your decision to invest in the
Partnership, you have relied, as to legal and tax-related matters conceming the investment, on
independent investigations made by you and any advisor or representative that you may have consulted,
inchuding your own legal, tax and other advisors, and that you and your advisors or representatives have
investigated your investment in the Partnership to the extent you and they have deemed advisable.

2.14 Further ERISA Matters. Ifyou are an employee benefit plan within the meaning of ERISA,
you and your plan fiduciaries are not affiliated with, and are independent of, the General Partner and are
informed of and understand the Partnership's investment objectives, policies and strategies. Your plan
fiduciaries believe that the decision fo invest your plan assets in the Partnership is consistent with the
provisions of ERISA that require prudence in investment and diversification of plan assefs and impose
other fiduciary responsibilities. Further, your plan fiducianies have considered the followmg factors with
respect to your investment in the Partnership and have determined that, in view of such considerations,
an investment in the Partnership is consistent with their fiduciary responsibilities under ERISA:

SUBSCRIPTION AGREEMENT —Page 6
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(a) the role such investment will play in the portion of your portfolio that such plan
fiduciaries manage;

(b)  whether the investment is reasonably designed as part of the portion of the portfolo
managed by such plan fiduciaries to further your purposes, taking into account both the risk of
loss, and opportunity for gain that could result;

(c¢) the composition of the portion of the portfolio managed by such plan fiduciaries with
regard to diversification;

(d) the liquidity and cument rate of retum of the portion of the portfolio managed by such
plan fiduciaries relative fo your anticipated cash flow requirements; and

(e) the projected retum of the portion of the porifolio managed by such plan fiduciaries
relative to your fimding objectives,

This agreement has been executed on your behalf by a duly designated Named Fiduciary (within
the meaning of Section 402(a)(2) of ERISA).

2,15 Restricted Investors. If you are a restricted mvestor (see the Confidential Investor
Questionnaire), you understand that all securities acquired by the Partnership which are part of a public
offering and which are expected to sell at a premium over the offering price in the secondary market
during such offering (“hot issues”) will be segregated by the Partnership, that no Limited Partner who is
a “restricted investor” shall receive any allocation of profits from such account, and that all Limited
Partners who are not restricted investors shall be allocated such profits from trading in het issues ratably
in proportion to the interest of each such non-restricted Limited Partner in the Partnership (excluding for
these purposes the interests in the Partnership held by Limited Partners who are restricted investors).

2.16 Address.  The address set forth on the signature page of this Agreement is your true and
correct address and you have no present intention of becoming a resident or domiciliary of any
jurisdietion other than the one indicated by your address.

2.17 Fees and Commissions. No fees or commissions have been paid or are payable by you in
comnection with this Agreement and the issuance of an Interest to you.

3. Miscellaneous .

3.1  Enfire Agreement. This Agreement seis forth the entire understanding of the parties with
respect to its subject matter, merges and supersedes any prior or contemporaneous understanding
among them with respect to its subject matter, and will not be modified, amended or terminated except
by another agreement in writing executed by you and the Partnership. Failure of a party to enforce one
or more of the provisions of this Agreement, or fo require at any fime performance of any of the
obligations hereof, will not be construed to be a watver of such provisions by such party nor to in any

SUBSCRIPTION AGREEMENT - Page 7

CS 000104



Case 3:04-cv-01320-|<‘ocument 46-3 Filed 02/11/05 ve 5 of 55 PagelD 832

way affect the validity of this Agreement or such party's right thereafier to enforce each and every
provision of this Agreement, nor to preclude such party from taking any other action at any time which it
would legally be entitled to take.

3.2  Binding Effect. 'This Agreement will be binding on and will inure to the benefit of the parties
and their respective successors and permitied assigns.

3.3  Construction. References 1o Sections herein are to the sections of this Agreement.
Headings used in this Agreement are for convenience only and will not be used in the construction of this
Agreement.

3.4  Survival of Representations and Warranties. You agree that all representations,
warranties and agreements confained herein will survive the execution, delivery and performance of this
Agreement.

35  Communications. Al notices and other communications under this Agreement will be in
writing and will be deemed to have been given at the time when delivered personally by hand or
overnight courier or when mailed in any United Stafes post office enclosed in a registered or certified
postpaid envelope and addressed to the Partnership at its address set forth at the beginning of this
Agreement, or to you at the address set forth by you on the signature page of this Agreement, as the
case may be, or to such other address as any party may specify by notice to the other; provided,
however, that any notice of change of address shall be effective only on receipt.

3.6  Governing Law. This Agreement will in all respects be govemed by and construed in
accordance with the laws of the State of Texas applicable to agreements made and fully to be
performed in such state, without giving effect to conflict of laws principles.
3.7  Due Execution; Required Parchaser Information.

IF SUBSCRIBER IS A TRUST, INCLUDE COPY OF TRUST AGREEMENT.

IF SUBSCRIBER IS A PARTNERSHIP, INCLUDE COPY OF PARTNERSHIP
[(AGREEMENT

IF SUBSCRIBER IS A CORPORATION, INCLUDE CERTIFIED COPY OF BOARD
RESOLUTION DESIGNATING THE CORPORATE OFFICER AUTHORIZED TO SIGN ON
BEHALF OF CORPORATION AND A BOARD RESOLUTION AUTHORIZING THE
PURCHASE OF THE INTEREST.
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LIMITED PARTNER'S SIGNATURE PAGE

IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of the
date noted below.

INDIVIDUALS: ENTITIES:
Print Name Print Name of Subscriber
By:
Signature Authorized Signature

Signature (If Joint Tenants Print Name of Signatory
and/or Tenants in Common) .

Capacity in which Signed

Date
Subscriber Information:
Address (Residence for individuals; Social Security or Tax ID No.:
business for others):
Street City State Zip Code
Phone Number: ( ) -
Fax Number: ( ) -
E-mai: @
Doliar Amount You Wish to Invest: $ . This is the

amount of your Interest and your Subscription Price. This amount is also your opening Capital Account
in the Parinership.

Wire transfers shall be made as follows: State Street Bank & Trust Co., Boston, MA; ABA #
011000028; Attn: Mutual Funds Division; A/C #: 9904-6153; Ref: Winchester Reserves Limited - US
Dollar Money Market Series; FBO: Infegral Arbitrage LP;A/C #: 06-7100530938.

(THIS SIGNATURE PAGE WILL ALSO BE ATTACHED TO AND BECOME
A PART OF THE AGREEMENT OF LIMITED PARTNERSHIP OF

SUBSCRIPTION AGREEMENT - Page 9
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INTEGRAL ARBITRAGE, LP)
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Agreed and Acceptedasto §

For the Partnership’s Use Only

Dated: , 200

SUBSCRIPTION AGREEMENT - Page 11

INTEGRAL ARBITRAGE, LP,,
a Texas limited partnership

By: Integral Investment Management, L.P.,
General Pariner, a Texas limited partnership

By: Integral Management, LL.C, General
Partner, a Texas limited liability company

By:
Conrad P. Seghers,
Chief Executive Officer
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EXHIBIT “C”
TO CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM

Confidential Offeree Questionnaire
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INTEGRAL ARBITRAGE, L.P.
CONFIDENTIAL OFFEREE QUESTIONNAIRE

Prospective purchasers of limited partnership interests ("Interests”) in Integral Arbitrage, L.P.
(the "Partnership™) (f’k/a Sum-It Investments, L.P.) must meet certain suitability requirements in order
for the Partnership to comply with the private offering exemption of the Securities Act of 1933, as
amended (the "Act"), Regulation D promulgated thereunder, and exemptions of applicable state
securities laws. In order to establish that purchasers meet these requirements and are qualified to invest
in the Partnership, purchasers must complete this Confidential Offeree Questionnaire and retum it to the
partnership, ¢/o the fund administrator, Olympia Capital Associates L.P. at 1211 Avenue of ﬂxe
Americas, 29" Floor, New York, NY 10036.

Each purchaser must be an "accredited investor”, as defined in Rule 501(a) of Regulation D
under the Act This Questionnaire elicits information as to the accredited investor status of a
prospective purchaser, which may afford the Partnership a reasonable basis for believing that the
purchaser, or any person making the investment decision for the purchaser, has the requisite knowledge
and experience in financial and business matters.

If an entity purchasing an Inferest has been formed for this transaction, or if the individual
owners of the purchasing entity may elect whether to participate in each investment of that entity, then
each individual owner of such entity must be a an accredited investor and each must complete a
Confidential Offeree Questionnaire, or the general partner or other authorized representative of such
enfity must complete the Confidential Offeree Questionnaire on each such person's behalf.

All information provided in this Confidential Offeree Questionnaire will at all times be kept
strictly confidential except as otherwise required by law. It may be necessary, however, for the
Partnership to verify the information contained in this Confidential Offeree Questionnaire to establish that
the requirements of applicable securities laws are satisfied. Furthermore, the Partnership may give this
Confidential Offeree Questionnaire to its legal counsel to establish the availability of an exemption. By
signing this Confidential Offeree Questionnaire, investors agree to such uses of this Confidential Offeree
Questionnaire by the Partoership.

CONFIDENTIAL OFFEREE QUESTIONNAIRE - PAGE 13
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A General Information

1. The investment is being made by, and beneficial ownership of the Interest purchased should be
shown on the Partnership's records in the name of:

2. Social Security or Tax Identification Number:

3 Name and Title of Person completing this Questionnaire:

4. Purchaser’s Address and Telephone Number (residence for individuals; business for others).

(Street and Number)
(City) (State) (Zip Code)
Telephone Number: C ) -
Facsimile Number: 14 ) -
E-Mail Address: @

B. Investor Information (for entities only, not individuals).

1. Type of entity (check one):

O Corporation O Trust
O Parinership O LIC/ALP
(] Other

2. Date of Formation:

3. The entity was organized for the specific purpose of acquiring the interest:
Yes No
4. Number of shareholders, pariners, members or beneficiaries:

5. Individual shareholders, partners, members or beneficiaries within the enfity may elect whether
to participate in the entity’s investments: Yes No

CONFIDENTIAL OFFEREE QUESTIONNAIRE —PAGE 14
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6.  The entity has made other investments in securities: Yes No

C. Accredited Investor Criteria

It is expected that all Interests will be sold to investors who are “Accredited Investors™ as
defined in Regulation D. If you are an Accredited Investor because you meet at least one of the
following standards, please indicate your basis of ““Accredited Investor” status by mitialing the applicable
statement or statements, if any:

INITIAL

A natural person whose nect worth or joint net worth with hishher spouse cxceeds
$1,000,000.

A natural person whose income, exclusive of spouse’s income, exceeded $200,000 in each
of the last two years and who reasonably expects an income in excess of $200,000 in the current
year, or whose income, together with spouse's income, exceeded $300,000 in each of the last two
years and who reasonably expects such combined income to exceed $300,000 in the current year.

A bank, insumnce company, registered investment company, employee benefit plan if the
investment decision is made by a bank, insurance company or registered investment adviser, or an
employee benefit plan with more than 35 million of assets.

A private business development company as defined in Section 202(a}22) of the
Investment Advisers Act of 1940.

A taxexempt organization (IRC Section 501(c)3) exemption) with assets in excess of $5
million.

An entity in which all of the equity owners are¢ accredited investors under above.

A business development company as defined in section 2(a)(48) of that Act; any Small
Business Investment Company licensed by the U.S. Small Business Administration under section
301(c) or (d) of the Small Business Investment Act of 1958.

A plan established and maintained by a state, its political subdivisions, or any agency or
instrumentality of a state or its political subdivisions, for the benefit of its employees, if such plan
has total assets in excess of §5,000,000; any employee benefit plan within the meaning of the
Employee Retirement Income Security Act of 1974 if the investment decision is made by a plan
fiduciary, as defined in section 3(21) of such act, which is either a bank, savings and loan
association, insurance company, or registered investment adviser, or if the employee benefit plan
has total assets in excess of $5,000,000 or, if a self-directed plan, with investment decisions made
solely by persens that are aceredited investors.

Amy trust, with total assets in excess of $5,000,000, not formed for the specific purpose of
acquiring the securities offered, whose purchase is directed by a sophisticated person as described
in Rule 506(b)(2 Xii).

Any director, execitive officer, or key employee of the Company.

The Investor does not qualify in any accredited category as indicated above.

CONFIDENTIAL OFFEREE QUESTIONNAIRE —PAGE 15
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D. Investment B und

1. The purchaser’s net worth is more than $1,000,000: Yes No

2. Provide the following information about the purchaser’s previous and existing private offering
and commodity pool investment experience:

Amount of Existing
Activity of Venture Original Investment
Name of Venture (e.g. R&D venture capital) Investment (Yes or No)

3. List any other investment experience not mentioned above:

* "Net worth” means the excess of total assets at fair market value, exeluding home and personal
property, over total liabilities. For Item (1), "Income" means adjusted gross mcome, as reported for
federal income tax purposes, less any income attributable to a spouse or to property owned by a
spouse, increased by the following (but not including amounts attributable to a spouse or to property
owned by a spouse): (i) the amount of tax exempt interest income received, (ii) the amount of losses
claimed as a limited partner in a limited partnership, (iii) any deduction claimed for depletion, (iv)
amounts contributed to an IRA or Keogh retirement plan, (v) alimony paid and (vi) anmy amount by
which income from long-term capital gains has been reduced in arriving at adjusted gross income
pursuant to §1202 of the Intemal Revenue Code.

4, The purchaser is able to bear the economic risk of an investment in the Partnership:

Yes No

5. The purchaser believes it can afford a complete loss of its investment in the Partnership:

Yes No

CONFIDENTIAL OFFEREE QUESTIONNAIRE ~ PAGE 17
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F. Relationship to the Partnership or Its t

1. Does the purchaser have a pre-existing personal or business relationship with the
Partnership or the General Partner or its management? Yes No

Ifyes, please describe such relationship:

2. Does the purchaser currently own interests in the Parinership or the General Partner or any
affiliate thereof? Yes No

If yes, what interests?

CONFIDENTIAL OFFEREE QUESTIONNAIRE - PAGE 19
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G. Representations and Si

The purchaser understands that the Partnership will be relying on the accuracy and
completeness of ifs responses to the foregoing questions. The purchaser represents and warrants to the
Partnership that (i) the responses are complete and correct and may be relied on by the Partnership and
its legal counsel in determining whether the Offering of Interests is exempt from registration or
qualification under the federal and applicable state securities laws and (i) the purchaser will notify the
Partnership mmediately of any material change in any staternent made herein that occurs prior to the
closing of the proposed investment.

INDIVIDUALS: ENTITIES :
Print Name (Print Name of Purchaser)
By:
Signature
Signature (If Joinl Tenants (Print Title and Name of Signatory)
or Tenants in Common)
Dated: , 200

CONFIDENTIAL OFFEREE QUESTIONNAIRE ~PAGE 20
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