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NOTICE

IF YOU ARE IN ANY DOUBT ABOUT THE CONTENTS OF THIS DOCUMENT
YOU SHOULD CONSULT YOUR STOCKBROKER, BANK MANAGER, LAWYER,
ACCOUNTANT OR OTHER PROFESSIONAL ADVISOR. NEITHER MARTIAL
FUNDS LTD. (THE “FUND”) NOR THE SHARES OF THE FUND DESCRIBED IN
THIS CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM (THE
“MEMORANDUM”) HAVE BEEN OR WILL BE REGISTERED OR QUALIFIED
UNDER THE SECURITIES LAWS OF THE UNITED STATES (“U.S.”) OR ANY
OTHER JURISDICTION. THIS MEMORANDUM SHALL NOT CONSTITUTE AN
OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY, NOR SHALL
THERE BE ANY SALE OF SHARES IN ANY JURISDICTION IN WHICH SUCH
OFFER, SOLICITATION OR SALE IS NOT AUTHORIZED OR TO ANY PERSON TO
WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER, SOLICITATION OR SALE. THE
DIRECT OR INDIRECT OWNERSHIP OF SHARES BY “RESTRICTED PERSONS” AS
DEFINED IN THIS MEMORANDUM IS PROHIBITED EXCEPT IN ACCORDANCE
HEREWITH. NO PERSON HAS BEEN AUTHORIZED TO MAKE ANY
REPRESENTATIONS CONCERNING THE FUND OR THE SHARES WHICH ARE
INCONSISTENT WITH THOSE CONTAINED IN THIS MEMORANDUM, AND ANY
SUCH REPRESENTATIONS SHOULD ACCORDINGLY BE TREATED AS
UNAUTHORIZED AND MAY NOT BE RELIED UPON BY THE RECIPIENT.

THE FUND HAS AN AUTHORIZED SHARE CAPITAL OF 100 ORDINARY, VOTING,
NON-REDEEMABLE SHARES OF PAR VALUE U.S. $0.01 EACH (“ORDINARY
SHARES”); 10,000,000 NON-VOTING, REDEEMABLE PARTICIPATING SHARES
(“PARTICIPATING SHARES”) OF PAR VALUE U.S.$0.0001 DESIGNATED AS THE
CLASS A PARTICIPATING SHARES (THE “CLASS A SHARES”) AND 10,000,000 NON-
VOTING, REDEEMABLE PARTICIPATING SHARES OF PAR VALUE CAD $0.0001
DESIGNATED AS THE CLASS B PARTICIPATING SHARES (“CLASS B SHARES”, AND
TOGETHER WITH THE CLASS A SHARES, THE “SHARES”). ADDITIONAL
PARTICIPATING SHARES WILL BE DESIGNATED BY CLASS AND ISSUED AS
CIRCUMSTANCES DICTATE. THE MEMORANDUM OF ASSOCIATION AND BYE-
LAWS OF THE FUND EMPOWER THE DIRECTORS TO CREATE DIFFERENT
CLASSES OF SHARES.

PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THE CONTENTS OF THIS
MEMORANDUM AS LEGAL, TAX OR FINANCIAL ADVICE. ALL PROSPECTIVE
INVESTORS SHOULD CONSULT THEIR OWN PROFESSIONAL ADVISORS AS TO
THE LEGAL, TAX, FINANCIAL OR OTHER MATTERS RELEVANT TO THE SUITA-
BILITY OF AN INVESTMENT IN THE SHARES FOR SUCH INVESTOR.

THE PURCHASE OF SHARES IS SPECULATIVE AND INVOLVES A HIGH DEGREE
OF RISK. THERE IS NO ASSURANCE THAT THE FUND WILL BE PROFITABLE.
SEE THE SECTION ENTITLED “CERTAIN RISK FACTORS” WITHIN THIS
MEMORANDUM FOR A DESCRIPTION OF CERTAIN RISKS INVOLVED IN THE
PURCHASE OF SHARES.



NO LISTING OR OTHER DEALING FACILITY IS AT PRESENT BEING SOUGHT
FOR ANY PART OF THE FUND’S SHARES, ALTHOUGH THE DIRECTORS MAY
SEEK A LISTING IN THE FUTURE.

THIS MEMORANDUM IS INTENDED SOLELY FOR THE USE OF THE PERSON TO
WHOM IT HAS BEEN DELIVERED BY THE FUND FOR THE PURPOSE OF
EVALUATING A POSSIBLE INVESTMENT BY THE RECIPIENT IN THE SHARES
DESCRIBED HEREIN, AND IT IS NOT TO BE REPRODUCED OR DISTRIBUTED
TO ANY OTHER PERSONS (OTHER THAN PROFESSIONAL ADVISORS OF THE
PROSPECTIVE INVESTOR RECEIVING THIS MEMORANDUM FROM THE FUND).

PERMISSION UNDER THE EXCHANGE CONTROL ACT OF 1972 OF BERMUDA
(AND REGULATIONS MADE THEREUNDER) HAS BEEN OBTAINED FROM THE
BERMUDA MONETARY AUTHORITY FOR THE ISSUE OF UP TO 20,000,000
PARTICIPATING SHARES IN THE FUND. IN ADDITION, A COPY OF THIS
DOCUMENT HAS BEEN DELIVERED TO THE REGISTRAR OF COMPANIES IN
BERMUDA FOR FILING PURSUANT TO THE COMPANIES ACT, 1981 OF
BERMUDA, AS AMENDED. IN ACCEPTING THIS DOCUMENT FOR FILING, THE
REGISTRAR OF COMPANIES ACCEPTS NO RESPONSIBILITY FOR THE
FINANCIAL SOUNDNESS OF ANY PROPOSAL OR THE CORRECTNESS OF ANY
OPINIONS OR STATEMENTS EXPRESSED WITH REGARD TO THEM. APPROVALS
RECEIVED FROM THE BERMUDA MONETARY AUTHORITY DO NOT
CONSTITUTE A GUARANTEE BY THE AUTHORITY AS TO THE PERFORMANCE
OF THE FUND OR ITS CREDITWORTHINESS. FURTHERMORE, IN GIVING
SUCH APPROVALS, THE AUTHORITY SHALL NOT BE LIABLE FOR THE
PERFORMANCE OR DEFAULT OF THE FUND OR FOR THE CORRECTNESS OF
ANY OPINIONS OR STATEMENTS EXPRESSED. THE FUND DOES NOT INTEND
TO BE REGISTERED OR LICENSED IN ANY JURISDICTION OR WITH ANY
SUPERVISORY OR REGULATORY AUTHORITY OUTSIDE BERMUDA.

THE FUND HAS BEEN CLASSIFIED AS A BERMUDA INSTITUTIONAL FUND
UNDER THE INVESTMENT FUNDS ACT 2006. AS SUCH, THE FUND IS EXEMPTED
FROM THE NEED TO APPOINT A BERMUDA CUSTODIAN AND MAY NOT BE
SUPERVISED TO THE SAME DEGREE AS OTHER INVESTMENT FUNDS WHICH
ARE REGULATED AND SUPERVISED BY THE AUTHORITY. THEREFORE, THE
FUND SHOULD BE VIEWED AS AN INVESTMENT SUITABLE ONLY FOR
INVESTORS WHO CAN FULLY EVALUATE AND BEAR THE RISK INVOLVED. THE
FUND DOES NOT INTEND TO BE REGISTERED OR LICENSED IN ANY
JURISDICTION OR WITH ANY SUPERVISORY OR REGULATORY AUTHORITY
OUTSIDE BERMUDA.

THERE ARE RESTRICTIONS ON THE OFFER AND SALE OF SECURITIES IN THE
UNITED KINGDOM. ANY PERSON WHO IS ENGAGED IN ANY ACTIVITY WITH
RESPECT TO SECURITIES THAT ARE IN ANY WAY ASSOCIATED WITH THE
UNITED KINGDOM MUST COMPLY WITH ALL APPLICABLE PROVISIONS OF THE



UNITED KINGDOM FINANCIAL SERVICES MARKETS ACT 2000 (THE “FSMA”)
AND THE PUBLIC OFFERS OF SECURITIES REGULATIONS 1995.

THIS MEMORANDUM HAS NOT BEEN ISSUED TO PERSONS IN THE UNITED
KINGDOM EXCEPT TO THOSE PERSONS WHOSE ORDINARY ACTIVITIES
INVOLVE THEM ACQUIRING, HOLDING, MANAGING OR DISPOSING OF
INVESTMENTS (AS PRINCIPAL OR AGENT) FOR THE PURPOSES OF THEIR
BUSINESSES OR OTHERWISE IN CIRCUMSTANCES WITHIN THE MEANING OF
THE PUBLIC OFFERS OF SECURITIES REGULATIONS 1995, NOR HAS ANY
INVITATION OR INDUCEMENT IN CONNECTION WITH THE ISSUE OR SALE OF
SHARES OR OTHERWISE TO ENGAGE IN INVESTMENT ACTIVITY (WITHIN THE
MEANING OF SECTION 21 OF THE FSMA) PURSUANT TO THIS MEMORANDUM
BEEN COMMUNICATED OR CAUSED TO BE COMMUNICATED AND WILL ONLY
BE COMMUNICATED OR CAUSED TO BE COMMUNICATED OR IN
CIRCUMSTANCES IN WHICH SECTION 21(1) OF THE FSMA DOES NOT APPLY TO
THE FUND. THE ISSUE OF THIS MEMORANDUM HAS COMPLIED AND WILL
COMPLY WITH ALL APPLICABLE PROVISIONS OF THE FSMA WITH RESPECT TO
ANYTHING DONE BY IT IN RELATION TO THE SHARES IN, FROM OR
OTHERWISE INVOLVING THE UNITED KINGDOM.

AS THE FUND'S NET ASSET VALUE WILL BE CALCULATED IN U.S. DOLLARS FOR
CLASS A AND CANADIAN DOLLARS FOR CLASS B, EACH HOLDER OF SHARES
(THE “SHAREHOLDER”), AND NOT THE FUND, WILL BEAR THE RISK OF ANY
FOREIGN CURRENCY EXPOSURE RESULTING FROM DIFFERENCES, IF ANY, IN
THE VALUE OF THE U.S. OR CANADIAN DOLLAR RELATIVE TO THE
CURRENCY IN WHICH SUCH SHAREHOLDER MAINTAINS ITS NET WORTH.

TO THE BEST OF THE KNOWLEDGE AND BELIEF OF THE DIRECTORS, WHO
HAVE TAKEN ALL REASONABLE CARE IN REVIEWING THIS DOCUMENT, THE
INFORMATION CONTAINED IN THIS DOCUMENT IS ACCURATE AND DOES
NOT OMIT ANYTHING LIKELY TO AFFECT THE IMPORT OF SUCH
INFORMATION.

ALL MONETARY AMOUNTS SET FORTH
HEREIN ARE EXPRESSED IN U.S. DOLLARS FOR CLASS A SHARES AND
CANADIAN DOLLARS FOR CLASS B SHARES.



MARTIAL FUNDS LTD.
SUMMARY

The information set out below should be read in conjunction with, and is qualified in its entirety
by, the full text of this Confidential Private Placement Memorandum (the “Memorandum”), the
Memorandum of Association and Bye-laws of Martial Funds Ltd. and the documents and
agreements referred to herein, copies of which are available from the Administrator (as defined
herein) upon request.

THE FUND Generally. Martial Funds Ltd. (the “Fund”) is a mutual fund
company of unlimited duration that was incorporated with
limited liability under the Companies Act, 1981 of
Bermuda, as amended, on 11 July, 2007. The Fund is
offering 10,000,000 non-voting redeemable participating
shares (“Participating Shares”) of par value U.S. $0.0001
designated as the Class A Participating Shares (the “Class A
Shares) and 10,000,000 Participating Shares of par value
CAD $0.0001 designated as the Class B Participating Shares
(*“Class B Shares” and together with the Class A Shares, the
“Shares”). The Fund may issue additional classes of
Participating Shares, in the sole discretion of the Board (as
defined herein) and as circumstances dictate. Shares of a
class other than a class discussed herein may be subject to
terms and conditions that differ from the terms and
conditions applicable to the Shares discussed herein. Such
other classes of Shares may be issued without the consent of
or notice to the Fund's shareholders (the “Shareholders™),
where the rights attached to any existing class of shares will
not be deemed to be varied by the issue of such other classes
of shares ranking pari passu therewith. This is further
provided in “ADDITIONAL INFORMATION --
General Information.” The Fund is offering Shares as of the
date of filing of this Memorandum with the Registrar of
Companies in Bermuda. See “SHARES OF THE FUND
— The Fund’s Share Capital.”

Classes A and B. The Fund is currently offering Class A
Shares and Class B Shares at a purchase price equal to
$10.00 per Share in the currency of that class. Following the
end of the Initial Offering Period (as defined herein), such
Shares may be purchased on each Subscription Day (as
defined herein) as described in Appendix A attached hereto.

INVESTMENT OBJECTIVE The primary investment objective of the Fund is to seek the
highest possible intermediate to long-term capital gains.



INVESTMENT STRATEGY

INITIAL OFFERING

BOARD OF DIRECTORS

INVESTMENT MANAGER

ADMINISTRATOR,
REGISTRAR AND
TRANSFER AGENT

Generally. The Investment Manager (as defined herein) will
seek to achieve the Fund's objective by investing in listed
securities on major exchanges across many sectors. Neither
Class A Shares nor Class B Shares use leverage, options,
short sales or derivatives. Class A Shares invest in listed
securities on the New York Stock Exchange, American
Stock Exchange, or NASDAQ. Class B Shares invest in
listed securities on the Toronto Stock Exchange.

There can be no assurance that the Investment Manager will
be successful in pursuing the Fund's investment objective or
that the strategies set forth herein will be successful. The
results of the Investment Manager or its principals are not
necessarily indicative of the future performance of the Fund.
See “INVESTMENT POLICY.”

The initial offering period in respect of the Class A Shares
and Class B Shares will commence as of the date of the
filing of this Memorandum with the Registrar of
Companies in Bermuda and will end on such date as the
Board may determine (but in no event more than one
hundred and twenty (120) days after the filing of this
Memorandum with the Registrar of Companies in
Bermuda) (the “Initial Offering Period”). The initial
offering price will be $10.00 per Share in the currency of
the class, which is payable in full on application. Payment
for the Shares may be made by check, draft or wire transfer.

The Board of Directors of the Fund consists of 3 Directors
(the “Board” or the “Directors”) who exercise primary
authority over the Fund.

Martial Capital Ltd. (the “Investment Manager”), has been
retained by the Fund to manage and invest the Fund's
capital, pursuant to an investment management agreement
(the “Investment Management Agreement”). The
Investment Manager is a Bermuda exempted corporation.

The Fund has entered into a contract (the “Fund
Administration  Agreement”) with Harbour Financial
Services Limited (the “Administrator”) to provide
administration, registrar and transfer agent services. The
Administrator will perform various administrative and
registrar and transfer agency services for the Fund, including



AUDITOR

PRIME BROKER
AND CUSTODIAN

MINIMUM INVESTMENT

SUBSCRIPTIONS FOR CLASS
A SHARES AND
CLASS B SHARES

calculation of the Net Asset Value (as defined herein) of the
Shares of the Fund.

The Fund has entered into an agreement (the “Audit
Engagement Letter””) with D&H Group LLP in Canada (the
“Auditor”) to audit the financial statements of the Fund.
The first audit will be as of September 30, 2008.

The Fund has retained Morgan Stanley located in New
York, New York, to serve as the Fund's prime broker (the
“Prime Broker”). The Prime Broker provides the Fund
with prime brokerage services and serves as the custodian of
the Fund's assets pursuant to the separate documents and
agreements for the provision of such services (collectively,
the “Prime Brokerage Agreement”). From time to time the
Investment Manager may place securities transactions with
brokers other than the Prime Brokers, at its sole discretion.
In the discretion of the Investment Manager, portfolio assets
may be held for the benefit of the Fund by financial
institutions other than the Prime Broker, including any
brokers or dealers, banks or other institutions through
which the Fund effects transactions and receives financing.
The Fund may discontinue its relationship with any broker,
dealer, bank or other institution without prior notice to the
Shareholders. The Fund is not obligated to maintain its
relationship with the Prime Broker for any minimum
period of time and may discontinue such relationship and
engage a new or additional prime broker(s) and brokers
without further notice to the Shareholders. For information
regarding the Investment Manager's bases for its selection of
brokers for the Fund, see “MANAGEMENT—Brokerage
and Custody.”

The minimum initial investment per subscriber is
US$100,000 or its equivalent in the currency of the class.
The minimum additional investment for an existing
Shareholder is $10,000 in the currency of the class. The
minimum initial and additional investments may be waived
or reduced at the discretion of the Directors on a case by
case basis.

During the Initial Offering Period, Class A Shares and Class
B Shares may be purchased at a price per Share of $10.00 in
the currency of the Class. Thereafter, such Shares may be

Vi



MARKETING CONSULTANTS

AND AGENTS

ELIGIBLE INVESTORS

NET ASSET VALUE

purchased as of the close of the financial markets on every
Thursday or at such other times as determined by the
Directors in their sole discretion (each a “Subscription
Day”) as described in Appendix A attached hereto. The
Directors may modify the frequency of permitted
subscriptions. Additionally, the Directors may “close” the
Fund by refusing to issue any Shares, without notice to the
Shareholders. Notwithstanding the foregoing, the Directors
may, in their sole discretion, reopen the Fund as of any
date. The monies to be paid for the Shares subscribed are
payable in full upon subscription.

As of the date of this Memorandum, only Class A Shares
and Class B Shares may be purchased by investors. Shares
of certain additional classes may be issued by the Fund, in
the sole discretion of the Board.

The Investment Manager may retain affiliated and non-
affiliated marketing consultants and agents at no additional
cost to the Fund or the Shareholders.

The Shares may be purchased only by “Eligible Investors,”
as described herein, except in a limited number of cases and
then only after supplementary offering materials have been
distributed to such potential investors (such as, without
limitation, U.S. tax-exempt investors). Persons interested in
purchasing Shares should inform themselves as to the legal
requirements within their own countries for the purchase of
Shares and any foreign exchange restrictions with which
they must comply. The Fund reserves the right to reject,
either in whole or in part, subscriptions for Shares, in its
absolute discretion. See “SHARES OF THE FUND-
Eligible Investors.”

Generally. The net asset value of the Fund (the “Net Asset
Value”) is equal to the Fund’s assets less the Fund's
liabilities, each valued pursuant to accounting principles
generally accepted in Bermuda and Canada. Each class of
Shares will have its respective Net Asset Value determined
as provided by the Bye-laws of the Fund and in accordance
with the foregoing and based upon the assets and liabilities
attributable to the particular class. Expenses, fees and other
liabilities will be generally determined using accounting
principles generally accepted in Bermuda and Canada. The
Net Asset Values will be calculated as of the close of
business in Bermuda every Thursday or on such other date

vii



REDEMPTIONS

when such computation is necessary or appropriate (each a
“Valuation Date”). See “Appendix A — NAV Calculation.”

Generally. Except as provided herein, a Shareholder may
request redemption of all or some of its Shares as of any
Friday that is not a public holiday in Bermuda or at such
other time as determined by the Directors in their sole
discretion (each a “Redemption Date”).  Shareholders
wishing to redeem Shares as of the particular Redemption
Date must provide the Administrator with seven (7) days’
prior written notice of their intention to redeem such
Shares. A redemption request, once made, will be
irrevocable and may not be withdrawn without the consent
of the Directors.

The redemption price is equal to the relevant Net Asset
Value per Share on the corresponding Redemption Date.
Each redeeming Shareholder will receive its redemption
proceeds within ten (10) days after the Redemption Date.

In circumstances where the Fund is unable to liquidate
securities positions in an orderly manner in order to fund
redemptions, or where the value of the assets and liabilities
of the Fund cannot reasonably be determined, the Fund
may take longer than the time periods mentioned above to
effect settlements of redemptions or may effectuate only a
portion of a requested redemption. In the discretion of the
Directors, the Fund may settle redemptions, in whole or in
part, in kind and may extend the duration of the
redemption notice period if the Directors deem such an
extension as being in the best interest of the Fund and the
non-redeeming Shareholders.  Furthermore, in limited
circumstances, the Fund may suspend redemptions. See
“SHARES OF THE FUND - Temporary Suspension of
Dealings and Determination of Net Asset Value.”

The Fund may withhold a portion of any proceeds of
redemption if necessary to comply with applicable legal or
regulatory requirements. Moreover, the Directors have the
right to require a compulsory redemption of all or some of
the Shares held by a Shareholder at the redemption price
per Share equal to the then prevailing Net Asset Value per
Share of the relevant class without assigning any reason
therefor.

When Shares are redeemed, Incentive Fees (as defined
herein) that have been accrued as of the relevant

viii



TRANSFERS

DISTRIBUTIONS

FEES AND EXPENSES

Redemption Date will be calculated and deducted from the
redemption proceeds as described in “FEES AND
EXPENSES.”

No transfer of Shares may be made other than with the
consent of the Directors, which consent may be withheld at
the discretion of the Directors without the need for
assigning any reason therefore.

It is the present intention of the Directors not to distribute
net income by way of dividends. Accordingly, net income
effectively will be represented in the value of the Shares.
The Directors reserve the right to change such policy.

Management Fee. The Investment Manager receives an
annual management fee (the “Management Fee”) that is
equal to approximately two percent (2.00%) of the Net
Asset Value attributable to the Shares (as defined herein) of
each Shareholder during the relevant calendar year. The
Management Fee will be calculated and paid weekly, in
arrears, in an amount equal to 0.038462% of the Net Asset
Value attributable to the Shares of each class every
Thursday. The Investment Manager may, in its discretion,
effectively waive all or part of the Management Fee with
respect to any Shareholder by rebate or otherwise.

Incentive Fee. The Investment Manager is also entitled to
receive a performance-based fee from the Fund in an
amount equal to twenty percent (20%) of the appreciation
of each class' Net Asset Value (the “Incentive Fee”). The
Incentive Fee, if any, is calculated and payable every
Thursday. See “FEES AND EXPENSES - Fees of the
Investment Manager - Incentive Fee” and “Appendix A —
NAYV Calculation”

All fees and expenses (except the Incentive Fee) that have
been accrued or paid (but not previously accrued) for a
given period are deducted prior to calculating the Incentive
Fees for such period, including, without limitation, the
Management Fee. Appropriate adjustments are to be made
to account for subscriptions and redemptions.  The
Investment Manager, in its sole discretion, may effectively
waive all or part of the Incentive Fee otherwise due with
respect to any Shareholder’s investment by rebate or
otherwise.



High Water Mark. The Incentive Fee with respect to a Class
is calculated on a cumulative basis and is not payable until
all prior net losses with respect to such series (excluding the
Incentive Fee from the calculation of net losses) are
recouped. See “FEES AND EXPENSES - Fees of the
Investment Manager - High Water Mark” and “Appendix A
— NAV Calculation”

Administrator’s Fees. For its administrative, registrar and
transfer agent duties, the Fund pays the Administrator an
administration fee which is in accordance with its customary
fees

Audit Fees. For its duties, the Fund pays the Auditor a fee
which is in accordance with its customary fees.

Directors” Fees. Each Director who is not an officer or
employee of the Investment Manager receives a flat annual
fee for serving in such capacity. The fee will be in
accordance with reasonable and customary directors' fees.
The Directors shall be entitled for reimbursement from the
Fund for reasonable out-of-pocket expenses incurred by
them on behalf of the Fund.

Other Expenses. The Fund will pay or reimburse the
Investment Manager for all costs and expenses associated
with the Fund’s operations and with regard to its
establishment, organizational and offering expenses. See
“FEES AND EXPENSES” herein. The Fund will be
responsible for all of the necessary expenses of its operation,
including, without limitation, the cost of maintaining the
Fund's registered office in Bermuda, the Fund's annual
government registration fee, brokerage commissions,
research expenses, legal and auditing expenses, accounting,
fund administration, investment related consultants and
other service provider expenses, investment related travel
costs, expenses incurred with respect to the preparation,
duplication and distribution to Shareholders and prospective
Shareholders of Fund offering documents, annual reports
and other financial information and similar ongoing
operational expenses. The Administrator, the Investment
Manager and any affiliate retained by the Investment
Manager will be reimbursed for all out-of-pocket expenses
incurred on behalf of the Fund. Fees and expenses that are
identifiable with a particular class will be charged against
that class in computing its Net Asset Value. Other fees and



RISK FACTORS

REGULATORY MATTERS

LISTING

REPORTING

FISCAL YEAR

expenses will be charged to the Fund as a whole or
otherwise in the discretion of the Board.

The Fund is a newly formed company and has no prior
operating history. Investment in the Fund is speculative and
involves a high degree of risk. Past performance of the
Investment Manager or any of its principals is no guarantee
of future performance. There is no assurance that the Fund
will be profitable. The risks of an investment in the Fund
include, but are not limited to, the speculative nature of the
Fund's strategies and the substantial charges that the Fund
will incur regardless of whether any profits are earned. See
“CERTAIN RISK FACTORS.” The Fund is also subject
to certain conflicts of interest. ~ See *“POTENTIAL
CONFLICTS OF INTEREST.” The Investment Manager
may directly or indirectly manage the assets of other funds
that in some respects compete with the Fund for certain
investments.

The Fund is not registered with the Securities and
Exchange Commission as an investment company and
therefore is not required to adhere to certain investment
policies under the U.S. Investment Company Act of 1940,
as amended. The Fund has been classified as a Bermuda
Institutional Fund under the Investment Fund Act 2006. As
such, the Fund is exempted from the need to appoint a
Bermuda custodian and may not be supervised to the same
degree as other investment funds which are regulated and
supervised by the Bermuda Monetary Authority.
Therefore, the Fund should be viewed as an investment
suitable only for investors who can fully evaluate and bear
the risk involved. The Fund does not intend to be
registered or licensed in any jurisdiction or with any
supervisory or regulatory authority outside Bermuda.

Although currently not contemplated, the Fund may list its
Shares on a securities exchange, at the sole discretion of the
Board without the consent of the Shareholders.

Shareholders will receive from the Fund annual audited
financial statements within a reasonable time after the Fund's
fiscal year-end. In addition, Shareholders will receive from
the Administrator periodic reports relating to the Fund's
performance.

The Fund’s fiscal year-end is September 30.
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TAX STATUS

FUNCTIONAL CURRENCY

Under current law, the Fund should not be subject to any
U.S. income taxation (other than U.S. withholding taxes on
dividends and certain interest derived from U.S. sources).
Certain dividend income, interest income (if any), and
certain capital gains income realized by the Fund may be
subject to income or withholding taxes in the jurisdiction of
the source of such income. Based on advice from Bermuda
legal advisers, at the date of this Memorandum there is no
Bermuda income, corporation or profits tax, withholding
tax, capital gains tax, capital transfer tax, estate duty or
inheritance tax payable by the Fund or its Shareholders
other than Shareholders ordinarily resident in Bermuda.
The Fund is subject to a Bermuda annual government fee.
The Fund has received an undertaking from the Minister of
Finance of Bermuda under the Exempted Undertakings Tax
Protection Act, 1966, as amended, that, in the event that
there is enacted in Bermuda any legislation imposing (i) tax
computed on profits or income, (ii) tax computed on any
capital assets, gain or appreciation or (iii) any tax in the
nature of estate duty or inheritance tax, such tax shall not
until March 28, 2016 be applicable to the Fund or to any of
its operations, Shares, debentures or other obligations except
insofar as such tax applies to persons ordinarily resident in
Bermuda and holding such Shares, debentures or other
obligations of the Fund or any land leased or let to the
Fund.

Investors should obtain their own legal or tax advice on the
tax and other consequences of purchasing, holding,
transferring and selling the Shares.

The Fund's functional currency, i.e., the currency in which
it maintains its books and records and its financial
statements, is, for Class A Shares the U.S. Dollar, and for
Class B Shares, the Canadian Dollar.
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DIRECTORY

Fund's Registered
Office

Investment Manager

Administrator,
Registrar and Transfer
Agent

Corporate Secretary

Martial Funds, Ltd.
Canon’s Court, 22 Victoria Street
Hamilton HM 12, Bermuda

Martial Capital Ltd.
12 Par-la-Ville Road, 5" Floor
Hamilton HM 08, Bermuda

Harbour Financial Services Limited
Chancery Hall, 52 Reid Street
Hamilton HM12, Bermuda

Appleby Services (Bermuda) Ltd.
Canon’s Court, 22 Victoria Street
Hamilton HM 12, Bermuda
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Telephone: (441) 295-2244
Facsimile: (441) 292-8666

Telephone: (441) 296-5900
Fax: (441) 296-3048

Telephone: (441) 294 4676
Facsimile: (441) 294-8860

Telephone: (441) 295 2244
Facsimile: (441) 292 8666



Directors

Prime Broker

Auditors

Legal Advisors

Edmund Goodhue

406 East 4" Street

North Vancouver, BC V7L 4J2
Canada

James Keyes
Canon’s Court

22 Victoria Street
Hamilton HM 12,
Bermuda

Jeffery T. Wiebe
12 Par-la-Ville Road, 5™ Floor
Hamilton HM 08, Bermuda

Morgan Stanley
522 Fifth Avenue
New York, NY 10036 USA

D&H Group LLP

10th Floor — 1333 West Broadway
Vancouver, B.C.

Canada V6H 4C1

In Bermuda:

Appleby

Canon’s Court,

22 Victoria Street

Hamilton HM 12,

Bermuda

Attn: James Keyes, Esq.

E-mail: jkeyes@applebyglobal.com
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Telephone: (778) 836 1945

Telephone: (441) 295 2244
Facsimile: (441) 292 8666

Telephone: 212-296-6055

Telephone: (604) 731-5881
Facsimile: (604) 731-9923

Telephone: (441) 295 2244
Facsimile: (441) 292 8666
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Martial Funds Ltd.

THE FUND

Generally Martial Funds Ltd. (the “Fund”) was incorporated in Bermuda on 11 July, 2007 as a
mutual fund company of unlimited duration with limited liability under the Companies Act, 1981
of Bermuda, as amended. The Fund has an authorized share capital of 100 ordinary, voting, non-
redeemable shares (the “Ordinary Shares™) of U.S. $0.01 par value each, 10,000,000 non-voting
redeemable participating shares (“Participating Shares”) of par value U.S.$0.0001 designated as the
Class A Participating Shares (the “Class A Shares”) and 10,000,000 non-voting, redeemable
Participating Shares of par value CAD $0.0001 designated as the Class B Participating Shares
(“Class B Shares” together with the Class A Shares, the “Shares). The Ordinary Shares of the
Fund are owned by the Investment Manager. The Fund may issue additional classes of
Participating Shares, in the Board’s sole discretion and as circumstances dictate, without the
consent of or notice to the Fund's Shareholders (the *“Shareholders™), where the rights attached to
any class of shares will not be deemed to be varied by the issue of such other classes of shares
ranking pari passu therewith as further provided in “ADDITIONAL INFORMATION -
General Information”. Participating Shares of a class other than a class discussed herein may be
subject to terms and conditions that differ from the terms and conditions applicable to the
Participating Shares discussed herein.

Classes A Shares and Class B Shares. The Fund is offering Class A Shares and Class B Shares.
During the Initial Offering Period (as defined herein), the initial purchase price of such Shares is
for Class A Shares USD$10.00 and for Class B Shares CAD$10.00. Thereafter, such Shares may
be purchased as described in Appendix A attached hereto.

The Investment Manager is covering the entire cost of start-up of the Fund, including this
prospectus. It will be repaid by the fund in equal installments over 156 weeks without interest.

If the amount raised from the issue of Shares during the Initial Offering Period is less than
US$750,000 or the equivalent in Canadian dollars, all subscription monies will be returned with
interest to applicants.

The assets, liabilities, income and expenditures attributable to each class of Shares with respect to
investments in initial public offerings will be applied to an account (or book entry) maintained
for each class of Shares subject as provided herein and to applicable law. The assets so held in
respect of each class of Shares will be applied solely in respect of that class of Shares except to the
extent that expenses of the Fund are allocated among the classes of Shares at the discretion of the
Directors (as defined herein). The Net Asset Value of each class will be calculated separately and
Shares of a particular class will be redeemed at the Net Asset Value of that class at the relevant
time. For limitations of such a corporate structure as regards the liabilities of the Fund, see
“CERTAIN RISK FACTORS” herein.

The information in this Confidential Private Placement Memorandum (the “Memorandum’) is
qualified in its entirety by the agreements and documents referred to herein and by the



Memorandum of Association and Bye-laws of the Fund, copies of which are available from the
Administrator (as defined herein) upon request.

INVESTMENT POLICY

Investment Objective and Strategy

The primary investment objective of the Fund is to seek the highest possible intermediate to
long-term capital gains.

The Investment Manager (as defined herein) will seek to achieve the Fund's objective by
investing in listed securities on major exchanges across many sectors. The Fund does not use
leverage, options, short sales or derivatives. Class A Shares invest in listed securities on the New
York Stock Exchange, American Stock Exchange, or NASDAQ. Class B Shares invest in listed
securities on the Toronto Stock Exchange.

There can be no assurance that the Fund will achieve its investment objective. The
Funds’ investment policies and strategies are speculative and entail significant risk. See
"CERTAIN RISK FACTORS."

* * *

The foregoing description is general and is not intended to be exhaustive. Investors must
recognize that there are inherent limitations on all descriptions of investment processes due to the
complexity, confidentiality and subjectivity of such processes. In addition, the description of
virtually every strategy must be qualified by the fact that investment approaches are continually
changing, as are the markets invested in by the Fund. Finally, the Fund may pursue additional
strategies, in its sole discretion, in its pursuit of the Fund's investment objective.

Borrowings

Borrowings. The Fund is authorized to bridge the receipt of monies to and from brokers and to
borrow to fund redemption requests so as to facilitate an orderly liquidation of positions. Loans
may be obtained from securities brokers and dealers or from other financial institutions; such loans
will be secured by securities or other capital of the Fund pledged to such brokers or financial
institutions. Such loans shall not exceed ten percent (10%) of the value of the Fund.

Distributions and Reinvestment

The Fund does not expect to make any distributions to Shareholders out of the Fund's current
earnings and profits. Rather, the Fund will reinvest such income. Potential investors should keep
this limitation in mind when determining whether or not an investment in the Fund is suitable
for their particular purposes. The Fund reserves the right to change such policy.



Plan of Distribution and Use of Proceeds; Cash Equivalents

The net proceeds of the offering contemplated herein will be invested in accordance with the
policies set forth under “INVESTMENT POLICY”. The Fund, without limitation, may hold
cash or invest in cash equivalents for short-term investments. Among the cash equivalents in
which the Fund may invest are: obligations of Governments, their agencies or instrumentalities;
commercial paper; auction rate preferreds; and repurchase agreements, money market mutual
funds, certificates of deposit and bankers’ acceptances issued by major money centre banks. In the
event the Investment Manager determines that there is not sufficiently good value in any
securities suitable for investment of the Fund's capital, all such capital may be held in cash and cash
equivalents.

In making investment decisions, the Fund will rely on the advice of the Investment Manager
rather than any specific objective criteria.

MANAGEMENT

The Board of Directors

The Fund has three directors (the “Board” or the “Directors”), and each of whom serves in
accordance with the laws of Bermuda and in accordance with the Fund's Bye-laws. The
Directors' primary function is to supervise the general conduct of the affairs of the Fund. The
Directors have appointed the Investment Manager (as defined herein) to perform and/or delegate
certain management and administrative tasks on behalf of the Fund. A brief biographical
description of each of the Directors follows:

Edmund Goodhue, Chairman and CEO, Martial Capital Ltd. Mr. Goodhue
graduated from Harvard College with a BA Magna Cum Laude in Economics, University of
California Irvine with a BS Summa Cum Laude, Phi Beta Kappa in Computer Science, Harvard
Business School with an MBA in finance High Distinction, first year Baker Scholar. He attended the
PhD program in Artificial Intelligence at Massachusetts Institute of Technology (MIT). Mr.
Goodhue has been on the faculty of University of California, Harvard Business School, INSEAD,
and Babson College teaching computer science, finance, international finance and related topics. He
has served at senior management levels in finance and international finance at both NYSE listed
companies as well as entrepreneurial start-ups and has filed patents on various statistical approaches to
managing financial risks.

James Keyes, Partner, Appleby. James Keyes is a partner in the Fund and Investment
Services Team of Appleby, a Bermuda-based international law firm practicing in the area of
company and commercial law, particularly mutual funds, corporate finance and securities. Mr
Keyes is a country correspondent of the Journal of International Financial Markets and the Journal
of International Banking Law and a member of the Bermuda International Business Association’s
committee on collective investment schemes. Mr Keyes has been with Appleby since 1993 and



from 1989 to 1992 worked with Freshfields law firm in London and graduated (M.A. with
honors) as a Rhodes Scholar from Oxford University in England.

Jeffery T. Wiebe, Managing Director, Martial Capital Ltd. Mr. Wiebe has worked in
the offshore investment arena for 11 years. His most recent position was Vice President of Business
Development and Marketing for a Bermuda based asset management firm with a primary focus on
the captive insurance market. From 1997 to 2005, he worked for a publically traded, full-service
financial services company where he held several positions including institutional sales, trading,
financial advisement and project management. His experiences have been in relationship
management, product development, venture capital structures and asset raising. He completed the
Canadian Securities Institute licensing requirements and is a finance graduate from Langara College
(Vancouver, Canada).

The Investment Manager

Generally. The Fund has engaged Martial Capital Ltd. a Bermuda corporation, as the investment
manager (the “Investment Manager”) of the Fund's capital under agreement (the *“Investment
Management Agreement”). The Investment Manager will manage and invest the Fund’s assets.

The principals of the Investment Manager are with respect to the Fund Mr. Edmund Goodhue and
Mr. Jeffery Wiebe. Mr. Goodhue and Mr. Wiebe’s biographies are set out above under
“MANAGEMENT - The Board of Directors.”

The Investment Management Agreement. Pursuant to the terms of the Investment Management
Agreement, the Investment Manager has agreed, inter alia, to manage all aspects of the Fund's
investment operations in accordance with all investment parameters adopted by the Fund. The
Investment Manager may delegate any or all of its duties pursuant to the Investment Management
Agreement.

The Investment Management Agreement provides that the Investment Manager shall not be liable
to the Fund or its Shareholders for any error of judgment or for any loss suffered by the Fund or
its Shareholders in connection with its services in the absence of gross negligence, willful default,
or fraud in the performance or non-performance of its obligations or duties. The Investment
Management Agreement contains provisions for the indemnification of the Investment Manager
by the Fund against liabilities to third parties arising in connection with the performance of its
services, except under certain circumstances specified as per the Investment Management
Agreement. Notwithstanding any of the foregoing to the contrary, the liability provisions of the
Investment Management Agreement shall not be construed so as to relieve (or attempt to relieve)
the Investment Manager of any liability to the extent (but only to the extent) that such liability
may not be waived, modified or limited under applicable law (including liability under U.S.
securities laws which, under certain circumstances, impose liability even on persons acting in good
faith), but shall be construed so as to effectuate the provisions of the liability provisions to the
fullest extent permitted by law.

The Investment Management Agreement has an initial term expiring on September 1, 2017 and is
automatically renewed thereafter for successive one-year periods, subject to termination (i) by
either party in the event of the other party's willful default or fraudulent conduct in connection



with the performance of such Agreement or (ii) by either party at anytime upon not less than
ninety (90) days’ prior written notice to the Fund.

The Investment Manager will devote as much time to the investment activities of the Fund as it
shall determine to be necessary for the efficient operation of the Fund.

The Investment Manager and its affiliates, principals and employees may engage or participate in
other activities or ventures, whether or not of the same nature as the Fund. No Shareholder shall
be entitled to any profits that the Investment Manager, Fund, any of its affiliates, principals or
employees shall derive from any activities or ventures other than those derived from the Fund,
whether or not such businesses or ventures are of the same nature as, and/or compete with the
Fund. The Investment Manager, its affiliates, principals and employees shall not be prohibited
from buying or selling securities for their own account, including securities that are the same as
those held by the Fund. As a result of its other activities, the Investment Manager may have
conflicts of interest in allocating time, services and functions among the Fund and other business
ventures. See “CERTAIN RISK FACTORS.”

See “FEES AND EXPENSES” herein for a general description of the fees payable to the
Investment Manager.

Independent Client Representative

The Board may resolve to appoint a person (the “Independent Client Representative™)
unaffiliated with the Investment Manager or any of its affiliates to act as the agent of the Fund to
give or withhold any consent of the Fund required under applicable law to a transaction in which
the Investment Manager causes the Fund to purchase securities or other instruments from, or sell
securities or other instruments to, the Investment Manager or its affiliates or to engage in
brokerage transactions in which any of the Investment Manager's affiliates acts as broker for
another person on the side of the transaction opposite that of the Fund. If appointed, the
Independent Client Representative may be paid by the Fund and will receive an indemnity from
the Fund for claims arising out of activity in such capacity.

The Administrator, Registrar and Transfer Agent

Harbour Financial Services Limited has been appointed as Administrator and Registrar and
Transfer Agent to the Fund. The Administrator is an affiliate of Wakefield Quin, legal counsel of
the Fund in Bermuda. The Administrator is responsible for, among other things: (i) maintaining
the register of Shareholders of the Fund and generally performing all actions related to the
issuance and transfer of Shares and the safe-keeping of certificates therefore, if any, (ii) reviewing
and, subject to approval by the Directors, accepting subscriptions for the Shares and accepting
payment therefore, (iii) on a weekly basis, computing and disseminating the Net Asset Value of
the Fund and the Net Asset Value of the Shares in accordance with the Memorandum of
Association and Bye-Laws of the Fund, (iv) performing all acts related to redemption of the
Shares, (v) keeping the accounts of the Fund and such financial books and records as are required
by law or otherwise for the proper conduct of the financial affairs of the Fund and preparing or
procuring the preparation of annual financial statements of the Fund and providing Shareholders
with such statements as well as monthly performance reports regarding the Fund’s and the Shares’
performance, (vi) performing all other accounting and clerical services necessary in connection



with the administration of the Fund and (vii) disbursing payments of legal fees, accounting fees
and officers’ and directors’ salaries (if any) and dividends (if any). The Administrator is also
responsible for disbursing other routine operational expenses.

The Fund will indemnify the Administrator, its affiliates and any of their respective officers, agents
and employees, from and against any and all liabilities, costs, claims, demands, proceedings,
charges, actions, suits or expenses (including, without limitation, attorneys’ fees) of whatsoever
kind or character that may be incurred or suffered howsoever arising (other than by reason of
fraud, wilful neglect or wilful default on the part of such indemnified person) in connection with
the performance of its duties and obligations under the Administration Agreement.

The Administration Agreement between the Fund and the Administrator provides, inter alia, that
the agreement may be terminated at any time by either party upon not less than 30 days prior
written notice.

Brokerage and Custody

The Fund has retained Morgan Stanley, located in New York, New York, to serve as the Fund's
prime broker (the “Prime Broker”). The Prime Broker also serves as custodian of the Fund's
assets pursuant to separate documents and agreements for the provision of such services
(collectively, the “Prime Brokerage Agreements”). The Prime Broker will generally act as
custodian of the Fund's securities. From time to time, the Investment Manager may place
securities transactions with brokers other than the Prime Broker, at its sole discretion. In the
discretion of the Investment Manager, portfolio assets may be held for the benefit of the Fund by
financial institutions other than the Prime Broker, including any broker or dealers, banks or other
institutions through which the Fund effects transactions. The Fund is not obligated to maintain its
relationship with the Prime Broker for any minimum period of time and may discontinue such
relationship and engage a new or additional prime broker(s) and brokers without further notice to
the Shareholders.

Portfolio transactions for the Fund are allocated to brokers by the Investment Manager. The
Investment Manager utilizes various brokers to execute, settle and clear securities transactions for
the Fund. In selecting brokers to effect portfolio transactions, the Investment Manager considers
such factors as price, the ability of the brokers to effect the transactions, the brokers' facilities,
reliability and financial responsibility, and any research or investment management related services
and equipment provided by such brokers. Accordingly, if the Investment Manager determines in
good faith that the amount of commissions charged by a broker is reasonable in relation to the
value of the brokerage and research or investment management related services and equipment
provided by such broker, the Fund may pay commissions to such broker in an amount greater
than the amount another broker might charge.

Research or investment management related services and equipment provided by brokers through
which portfolio transactions for the Fund are executed, settled and cleared may include research
reports on particular industries and companies, economic surveys and analyses, recommendations
as to specific securities, on-line quotations, news and research services, and other services (e.g.,
computer and telecommunications equipment) providing lawful and appropriate assistance to the



Investment Manager in the performance of its investment decision-making responsibilities on
behalf of the Fund (collectively, “soft dollar items™).

Soft dollar items may be provided directly by brokers, by third parties at the direction of brokers
or purchased by the Fund with credits or rebates provided by brokers. Soft dollar items may arise
from over-the-counter principal or agency transactions, as well as exchange traded agency
transactions. Brokers sometimes suggest a level of business that they would like to receive in
return for the various services that they provide. Actual brokerage business received by any
broker may be less than the suggested allocations, but can (and often does) exceed the suggestions
because total brokerage is allocated on the basis of all the considerations described above. A
broker will not be excluded from executing transactions for the Fund because it has not been
identified as providing soft dollar items.

Section 28(e) of the U. S. Securities Exchange Act of 1934, as amended (the “Exchange Act”),
permits the use of soft dollar items in certain circumstances, provided that the Fund does not pay a
rate of commissions in excess of what is competitively available from comparable brokerage firms
for comparable services, taking into account various factors, including commission rates, financial
responsibility and strength and ability of the broker to efficiently execute transactions. Non-
research products and “soft dollars” which are not generated through agency transactions in
securities are outside the parameters of Section 28(e)’s “safe harbor,” as are transactions effected in
futures, currencies or certain derivatives.

The Investment Manager currently intends to use soft dollars for (i) items which are within the
Section 28(e) “safe harbor,” (ii) expenses outside of the Section 28(e) “safe harbor” otherwise
payable by the Fund such as, without limitation, fund administration, accounting, auditing and
legal expenses and other services, and (iii) certain soft dollar items which are outside the “safe
harbor”” under Section 28(e) which may include computer hardware (including replacement parts)
and software, telecommunications equipment (including replacement parts) and related
infrastructure and wiring as well as fees and expenses associated with consultants and the
maintenance of such equipment.

Soft dollar items, whether provided directly or indirectly, may be utilized for the benefit of the
Investment Manager's and its affiliates' other accounts. The Investment Manager expects to use
soft dollars to acquire soft dollar items that the Investment Manager or its affiliates would
otherwise be obligated to provide to, or acquire at their own expense for, the Fund.
Nonetheless, the Investment Manager believes that such soft dollar items may provide the Fund
with benefits by supplementing the research and services otherwise available to the Fund.

Certain brokers utilized by the Investment Manager or its affiliates may refer investors to the Fund
or other investment vehicles managed by the Investment Manager or its affiliates. Unless a broker
is retained specifically for such purpose (in which case it will not be compensated for such purpose
using commissions of the Fund account), brokers will not be compensated for the referral of
investors to the Fund or any other investment vehicle managed by the Investment Manager or its
affiliates and the ability to make such referrals will in no way be a consideration in the Investment
Manger’s selection of brokers or decision to maintain relationships with brokers for the Fund.

Lastly, the Investment Manager may enter into directed brokerage arrangements in its discretion.



Pursuant to resolutions of the Directors, the Directors have delegated to the Investment Manager
signing authority regarding transfers and withdrawals from all of the Fund’s brokerage accounts,
including deliveries of securities free of payment.

Corporate Secretary

Appleby Services (Bermuda) Ltd. has been appointed as corporate secretary of the Fund to
provide corporate secretarial services to the Fund, including the provision of the Fund's registered
office and the services of an individual to serve as secretary of the Fund.

Master Fund

It is within the power of the Investment Manager to direct that part or all of the net assets and
liabilities of the Fund be invested in a master fund. Such an investment would be managed by the
Investment Manager at that level, but at all times in accordance with the investment objective of
the Fund as set forth in this Memorandum. To the extent the Fund's capital is invested in a
master fund, any or all of the fees and expenses payable by the Fund, including, without
limitation, the Management Fee and the Incentive Fee, will be paid by the Fund or the master
fund, but will not be duplicated (other than fees and expenses incurred by both the Fund and the
master fund such as, without limitation, administration fees). If the Fund elects to invest in a
master fund, the master fund will be an entity that will be, or will elect to be, treated as a
partnership for U.S. federal income tax purposes.

Marketing Consultants and Agents

The Investment Manager may retain affiliated and non-affiliated marketing consultants and agents
at no additional cost to the Fund or the Shareholders.

FEES AND EXPENSES

Organizational, Ongoing and Other Costs

The Investment Manager has paid for certain organizational costs of the Fund. The Fund will
reimburse the Investment Manager for such costs in 156 weekly payments. The Fund will treat its
organizational costs and expenses in accordance with accounting principles generally accepted in
Bermuda and Canada. The Fund will be responsible for all of the necessary expenses of its
operation including, without limitation, the cost of maintaining the Fund's registered office in
Bermuda, the Fund's annual Bermuda government registration fee, brokerage commissions,
research expenses, legal and auditing expenses, accounting, fund administration, investment
related consultants and other service provider expenses, investment related travel costs, expenses
incurred with respect to the preparation, duplication and distribution to the Shareholders and
prospective Shareholders of Fund offering documents, annual reports and other financial
information, and similar ongoing operational expenses. Fees and expenses that are identifiable
with a particular class will be charged against that class in computing its Net Asset Value. Other



fees and expenses will be charged to the Fund as a whole or otherwise in the discretion of the
Board. The Investment Manager is responsible for providing all office personnel, space and
facilities required for the performance of its services.

Fees of the Investment Manager

Management Fee. Pursuant to the Investment Management Agreement, the Investment Manager
receives an annual fee (the *“Management Fee”) that is equal to two percent (2.00%) of the Net
Asset Value (as defined herein) attributable to the Shares (as defined herein) of each Shareholder
during the relevant calendar year. The Management Fee will be calculated and paid weekly
(unless a fee deferral election is made), in arrears, in an amount equal to 0.038462% of the Net
Asset Value attributable to the Shares of each class every Thursday. The Investment Manager
may, in its discretion, effectively waive all or part of the Management Fee with respect to any
Shareholder by rebate or otherwise.

Incentive Fee. The Investment Manager is also entitled to receive a performance-based fee from
the Fund, calculated on a Class by Class basis, in an amount equal to twenty percent (20%) of the
appreciation of each class’ Net Asset Value (the “Incentive Fee”). The Incentive Fee, if any, is
calculated and payable (subject to any fee deferral election) as of each Thursday. All fees and
expenses (except the Incentive Fee) that have been accrued or paid (but not previously accrued)
for a given period are deducted prior to calculating the Incentive Fees for such period, including,
without limitation, the Management Fee. Appropriate adjustments are to be made to account for
subscriptions and redemptions. The Investment Manager, in its sole discretion, may effectively
waive all or part of its Incentive Fee otherwise due with respect to any Shareholder’s investment,
by rebate or otherwise. The Investment Manager may, in its sole discretion, rebate or otherwise
pay all or part of its Incentive Fee to placement agents or individual Shareholders.

High Water Mark. The Incentive Fee with respect to a Shareholder is calculated on a cumulative
basis and is not payable until all prior net losses with respect to such Shareholder (excluding
Incentive Fees from the calculation of such net losses) are recouped. Appropriate adjustments are
to be made to account for subscriptions and redemptions. See “Appendix A — NAV Calculation”
for more information.

Deferral.  Notwithstanding the foregoing, the Investment Manager may elect, prior to the
commencement of the Fund's trading activities with respect to its first calendar year of trading and
prior to the commencement of each calendar year thereafter, to defer for a period of up to ten
(10) years payment of all or any portion of its Management Fees and Incentive Fees earned with
respect to that subsequent period. In such case, the deferred amount will appreciate or depreciate
based, at the election of the Investment Manager, on either (i) the subsequent performance of the
Fund (before Management and Incentive Fees), or (ii) the performance of any other investment
chosen by the Investment Manager prior to the commencement of the deferral period. An
accounting of any such deferred fees and their investment performance shall be made at the end of
each calendar year by the Fund. Notwithstanding anything contained herein to the contrary, the
Fund may enter into other deferred compensation arrangements with regard to the deferred
Management and/or Incentive Fees including, without limitation, arrangements popularly
referred to as “rabbi trusts.” Any deferred fees will not be charged a Management Fee or
Incentive Fee. The deferred fees will be reflected on the books of the Fund as a liability and will



reduce the Fund’s Net Asset Value, but will not be treated as “leverage” for purposes of any
leverage limitations imposed on the Fund. On the date of expiration of the deferral period,
dissolution of the Fund or termination of the Investment Management Agreement by the Fund,
all applicable deferred fees, if any, held by the Fund on behalf of the Investment Manager will be
paid to the Investment Manager. Upon termination of the Investment Management Agreement
by the Investment Manager, fees elected to be deferred by it will remain in the Fund until the
earlier of the end of the deferral period or the dissolution of the Fund.

Payment of Management Fee and Incentive Fee. Both the Management Fee and the Incentive Fee are
payable by the Fund to the Investment Manager when each becomes due. Payment of the
Management Fee and Incentive Fee, however, will be subject to adjustment upon completion of
the audit of the Fund's financial statements for the fiscal year in which such fees accrue. If the
Incentive Fee paid for a fiscal year was higher or lower than the Incentive Fee that actually was
due, an appropriate adjustment will be made and payment will be made within a reasonable time
after completion of the audit. See “Appendix A — NAV Calculation” for more information.

Fees of the Administrator, Registrar and Transfer Agent

For performing administrative services necessary for the operation and administration of the Fund
(other than the making of investment decisions), Harbour Financial Services Limited, the
Administrator, Registrar and Transfer Agent will receive its customary fees for its services. They
will also be reimbursed for all out-of-pocket expenses.

Directors’ Fees

Each Director who is not an officer or employee of the Investment Manager receives a flat annual
fee for serving in such capacity. The fee will be in accordance with reasonable and customary
directors’ fees. The Directors shall be entitled to reimbursement from the Fund for all reasonable
out-of-pocket expenses incurred by them on behalf of the Fund.

Other Fees and Operating Expenses

The Investment Manager is responsible for providing all personnel, office space and facilities
required for the performance of its services. The Fund bears all other expenses incidental to its
operations and business, including (i) fees and charges of custodians, (ii) interest and commitment
fees on loans and debit balances, (iii) income taxes, withholding taxes, transfer taxes and other
governmental charges and duties, (iv) fees of the Fund's Administrator, legal advisers and
independent auditors, (v) Directors' fees and expenses, (vi) the cost of maintaining the Fund's
registered office in Bermuda, (vii) the cost of printing and distributing this Memorandum and any
subsequent information memorandum or other literature concerning the Fund, and subscription
materials and any reports and notices to Shareholders, (viii) consultant and other services provider
expenses deemed desirable in the sole discretion of the Directors, (ix) the costs incurred in
connection with listing the Shares on a stock exchange, if such listing is deemed desirable in the
sole discretion of the Directors, (x) the cost of insurance premiums (if any), including, without
limitation, the cost of director and officer liability insurance policies, (xi) the Fund's annual
Bermuda Government registration fee based on its “assessable capital”” and (xii) all similar ongoing
operational expenses. Each Director of the Fund who is not an officer or employee of the
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Investment Manager or related companies may receive fees from the Fund for serving in such
capacity. All Directors will receive reimbursement of travel and other reasonable costs incurred in
connection with their services. Fees and expenses that are identifiable with a particular class will
be charged against that class in computing its Net Asset Value. Other fees and expenses will be
charged to the Fund as a whole or otherwise in the discretion of the Board.

SHARES OF THE FUND

The Fund’s Share Capital

Generally. The Fund has an authorized share capital of 100 Ordinary Shares of U.S.$0.01 par
value each, 10,000,000 Participating Shares of U.S. $0.0001 par value designated as the Class A
Shares and 10,000,000 Participating Shares of CAD $0.0001 par value designated as the Class B
Shares. The Ordinary Shares of the Fund are owned by the Investment Manager, and, save as
provided for in the Bye-laws of the Fund or in the Companies Act 1981 of Bermuda (as
amended) are the only Shares of the Fund with voting rights. The Fund may, in its sole
discretion, issue additional classes of Shares on terms determined upon their issuance without the
consent of or notice to the Shareholders where the rights attached to any existing class of shares
will not be deemed to be varied by the issue of such other classes of shares ranking pari passu
therewith as further provided in “ADDITIONAL INFORMATION - General Information.”
In addition, the Fund may, insofar as it is permitted by applicable law, redeem or purchase any of
the Shares and increase or reduce its authorized share capital pursuant to its Memorandum of
Association and Bye-laws.

The net proceeds from the sale of Shares are invested by the Fund as described herein. The Fund
will pay the expenses of offering the Shares. See “FEES AND EXPENSES.” The rights and
restrictions attaching to the Ordinary Shares and the Participating Shares are more particularly set
forth in Section 2(A) under “ADDITIONAL INFORMATION - General Information.”

Subscription and Redemption Prices

The Initial Offering Period in respect of the Class A Shares and the Class B Shares shall
commence on the date of the filing of this Memorandum with the Registrar of Companies in
Bermuda and will end on such date as the Directors may determine (but in no event shall end
more than one hundred and twenty (120) days after the filing of this Memorandum with the
Registrar of Companies in Bermuda). During the Fund's Initial Offering Period, investors may
subscribe for Shares at a price per Share of $10.00 in the currency of the class. The minimum
initial investment per subscriber is US$100,000 or its equivalent in the currency of the class which
may be waived or reduced by the Directors in their discretion on a case by case basis. The
minimum additional investment for an existing Shareholder is $10,000 in the currency of the class
which may be waived or reduced by the Directors in their discretion on a case by case basis.

The Fund's Bye-laws provide that the redemption price of each Share is equal to the relevant

class’ Net Asset Value per Share as of the close of business in Bermuda on the relevant
Redemption Date rounded to the nearest whole cent or, in the case of a half cent, rounded up to
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the nearest whole cent. The redemption price is subject to review by the Fund's auditors at the
time of the Fund's year-end audit. The term “Business Day” refers to any day when the banks in
both the United States and Bermuda are open for business other than a Saturday or Sunday.

The Fund’s Bye-laws provide that the determination of a class’ Net Asset Value is binding on all
parties once such Net Asset Value has been determined in respect of the redemption price per
Share and stated in good faith by or on behalf of the Directors.

Procedure for Applications

Applications for Class A Shares and Class B Shares will be accepted during the Initial Offering
Period. After the Initial Offering Period has expired in respect of the Class A Shares and the Class
B Shares, applications for such Shares may be made on every Thursday that is not a public holiday
in Bermuda or at such other time determined by the Directors in their sole discretion (each a
“Subscription Day”).

Application for Shares should be made by completing and signing the Subscription Agreement
enclosed with this Memorandum and mailing the same to the Administrator at the address listed
in the directory, together with the required supporting documentation as outlined in Appendix B
of this document. Alternatively, application may be made by facsimile by completing and signing
the Subscription Agreement and returning the same to the Administrator at (441) 295-6759,
together with the supporting documentation, stating (i) the number and class of Shares applied for
or the amount to be invested, (ii) how payment has been made or is being made for the amount
due if the application is accepted, (iii) acknowledgement of receipt of the Memorandum and
confirmation that the application is being made on the terms thereof and subject to the
Memorandum of Association and Bye-laws of the Fund and (iv) the name and address in which
the Shares are to be registered. In the event that application is made by facsimile, the applicant
must send the signed original application to the Administrator immediately thereafter. Payment
for Shares may be made by check, draft or, to avoid any delay in the allotment of such Shares,
wire transfer. Payment made by draft or check can take over one month before funds are cleared
for application into the Fund. Applicants are advised whenever possible to make payment by
wire transfer to avoid any delay in the allotment of Shares. The Fund has the right to accept or
reject (in whole or part) any application for Shares. Applicants should be aware of the risks
associated with sending faxed applications and that the Administrator accepts no responsibility for
any loss caused due to the non-receipt of any fax. If paying by check or draft, please contact the
Administrator to determine how far in advance the check or draft should be delivered to allow
adequate time for the funds to clear. We ask that applications for the issuance of Shares on a
particular Subscription Day be received by 5:00 p.m. (Bermuda time) at least five (5) Business
Days immediately preceding the relevant Subscription Day to give our administrator time to
process your subscription. Cleared funds must be received by the relevant Subscription Day.
Unless certificates are specifically requested, Shares will be held in book entry form and in such
cases, a contract note only will be sent to the applicant upon receipt of cleared funds and the
properly completed application form and acceptance of such funds by the Fund. Funds received
after the deadline will be held and subscribed on the next Subscription Day. Payment may also
be made in cash equivalents and securities, subject to the approval of the Investment Manager.
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Applicants subscribing for Shares are advised that the Shares are issued subject to the provisions of
the Fund's Memorandum of Association and Bye-laws.

As part of the Administrator and the Fund's responsibility for the prevention of money laundering,
they will require detailed verification of the applicant's identity and the source of payment for the
Shares. A detailed verification might not be required when:

(a) the applicant makes payment by wire transfer from an account held in the applicant's name
at a recognized financial institution residing in a recognized jurisdiction, as defined under
the Bermuda Proceeds of Crime Act 1997, and the applicant's details appear in the
confirmation of the wire transfer; or

(b) the application is made through a recognized intermediary.

These exceptions will apply only if the financial institution or intermediary referred to above is
within a country recognized as having sufficient anti-money laundering regulations. In the case of
(a) above, to avoid delays, the applicant should ensure that its remitting bank includes the
applicant's full name and account number in any confirmation that it sends.

The Fund reserves the right to request such information as it considers to be necessary to verify
the identity of the applicant. In the event of delay or failure by the applicant to produce any
information required for verification purposes, the Fund may refuse to accept the application and
all subscription monies relating thereto or may refuse to process a redemption request until proper
information has been provided.

If any person who is resident in Bermuda, including the Fund, its Directors, the Administrator
and its servants or agents, knows or has a suspicion that a payment to the Fund (by way of
subscription or otherwise) contains the proceeds of criminal conduct, such person is required to
report such suspicion pursuant to The Proceeds of Crime Act 1997 (as amended), The Proceeds
of Crime Act - Money Laundering Regulations 1998 and The Anti-Terrorism (Financial and
Other Measures) Act 2004 of Bermuda and such shall not be treated as a breach of any restriction
upon disclosure of information imposed by law or otherwise.

It is further acknowledged that the Administrator, in the performance of its delegated duties, shall
be held harmless by the subscriber against any loss arising as a result of a failure to process the
subscription if such information as has been requested by the Administrator has not been provided
by the applicant.

Eligible Investors
Unless otherwise agreed to by the Fund, each prospective investor is required to certify that the
Shares are not being acquired directly or indirectly for the account or benefit of a Restricted

Person. The term *“Restricted Person” as used in this Memorandum means any U.S. Person as
defined below, and other persons from time to time designated as such by the Fund.

For the purposes of this Memorandum, “U.S. Person” means:
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(h)

any natural person resident in the United States;

any partnership or corporation organized or incorporated under the laws of the United
States;

any estate of which any executor or administrator is a U.S. Person;
any trust of which any trustee is a U.S. Person;
any agency or branch of a foreign entity located in the United States;

any non-discretionary account or similar account (other than an estate or trust) held by a
dealer or other fiduciary for the benefit or account of a U.S. Person;

any discretionary account or similar account (other than an estate or trust) held by a dealer
or other fiduciary organized, incorporated or, if an individual, resident in the United
States; or

any partnership or corporation if (i) organized or incorporated under the laws of any
foreign jurisdiction and (ii) formed by a U.S. Person principally for the purpose of
investing in securities not registered under the United States Securities Act of 1933, as
amended (the *“Securities Act”), unless it is organized or incorporated, and owned, by
accredited investors (as defined in Rule 501(a) under the Securities Act) who are not
natural persons, estates or trusts.

“U.S. Person” does not include:

(@)

(b)

)

any discretionary account or similar account (other than an estate or trust) held for the
benefit or account of a non-U.S. Person by a dealer or other professional fiduciary
organized, incorporated or, if an individual, resident in the United States;

any estate of which any professional fiduciary acting as executor or administrator is a U.S.
Person if (i) an executor or administrator of the estate who is not a U.S. Person has sole or
shared investment discretion with respect to the assets of the estate and (ii) the estate is
governed by foreign law;

any trust of which any professional fiduciary acting as trustee is a U.S. Person if a trustee
who is not a U.S. Person has sole or shared investment discretion with respect to the trust
assets, and no beneficiary of the trust (and no settlor if the trust is revocable) is a U.S.
Person;

an employee benefit plan established and administered in accordance with the law of a

country other than the United States and customary practices and documentation of such
country;
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(e) any agency or branch of a U.S. Person located outside the United States if (i) the agency
or branch operates for valid business reasons and (ii) the agency or branch is engaged in
the business of insurance or banking and is subject to substantive insurance or banking
regulation, respectively, in the jurisdiction where located; or

() the International Monetary Fund, the International Bank for Reconstruction and
Development, the Inter-American Development Bank, the Asian Development Bank, the
African Development Bank, the United Nations and their agencies, affiliates and pension
plans.

Any prospective investor acting in any fiduciary capacity is required to certify the number of
beneficial owners for whom Shares are being purchased. Furthermore, it is the responsibility of
each investor to verify that the purchase and payment for the Shares is in compliance with all
relevant laws of the investor's jurisdiction or residence.

The Fund reserves the right to reject subscriptions for Shares, in whole or in part, in its absolute
discretion for any reason or for no reason.

This Memorandum has not been issued to persons in the United Kingdom except to those
persons whose ordinary activities involve them acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses or otherwise in
circumstances within the meaning of the Public Offers of Securities Regulations 1995 nor has any
invitation or inducement in connection with the issue or sale of Shares or otherwise to engage in
investment activity (within the meaning of section 21 of the Financial Services Markets Act 2000
(the “FSMA”) pursuant to this Memorandum been communicated or caused to be communicated
and will only be communicated or caused to be communicated or in circumstances in which
section 21(1) of the FSMA does not apply to the Fund. The issue of this Memorandum has
complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Shares or in, from otherwise involving the United Kingdom.

The Fund's Bye-laws provide that the Directors have the power to impose such restrictions as
they may deem necessary for the purpose of ensuring that no Ordinary Shares or Participating
Shares in the Fund are acquired or held by any person or persons in circumstances (whether
directly or indirectly affecting such person or persons) which, in the opinion of the Directors,
might result in the Fund incurring any tax liability or suffering any other pecuniary or commercial
disadvantage that the Fund might not otherwise have incurred or suffered (“a Non-Qualified
Person”). In the event that the Fund incurs any such tax liability or suffering or any other
pecuniary or commercial disadvantage resulting from a Non-Qualified Person being a
Shareholder, the Fund may require such Person to reimburse the Fund for such tax liability,
suffering or disadvantage.

The Fund's Bye-laws provide that if it comes to the notice of the Directors that any Ordinary
Shares or Participating Shares are held by any such Non-Qualified Person, the Directors may give
notice to such Non-Qualified Person requiring the redemption or transfer of such Non-Qualified
Person's Management Shares, or Participating Shares as the case may be, in accordance with the
provisions of the Memorandum of Association and Bye-laws of the Fund. A person who
becomes aware that he or she is holding Shares under circumstances that render such person a
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Non-Qualified Person is required either to deliver to the Fund a written request for redemption
of such Shares in accordance with the Memorandum of Association and Bye-laws of the Fund or
to transfer the same to a person who would not thereby be a Non-Quialified Person.

Procedure for Redemptions

At the conclusion of the Initial Offering Period, Shares shall be redeemable at the option of the
holder on the terms provided for herein.

Generally. Except as provided herein, a Shareholder may request redemption of all or some of its
Shares as of any Friday that is not a public holiday in Bermuda or at such other time as
determined by the Directors in their sole discretion (each a “Redemption Date”). Shareholders
wishing to redeem Shares as of a particular Redemption Date must provide the Administrator
with seven (7) calendar days’ prior written notice of their intention to redeem such Shares as of
that Redemption Date. A redemption request, once made, will be irrevocable and may not be
withdrawn without the consent of the Board.

The redemption price is equal to the relevant Net Asset Value per Share on the corresponding
Redemption Date. Each redeeming Shareholder will receive its redemption proceeds within ten
(10) calendar days after the Redemption Date.

In circumstances where the Fund is unable to liquidate securities positions in an orderly manner
in order to fund redemptions, or where the value of the assets and liabilities of the Fund cannot
reasonably be determined, the Fund may take longer than the time periods mentioned above to
effect settlements of redemptions, may effectuate only a portion of a requested redemption or may
even suspend redemptions. In the discretion of the Directors, the Fund may settle redemptions in
kind and may extend the duration of the redemption notice period if the Directors deem such an
extension as being in the best interest of the Fund and the non-redeeming Shareholders.

The Fund may withhold a portion of any proceeds of redemption if necessary to comply with
applicable legal or regulatory requirements. Moreover, the Directors have the right to require a
compulsory redemption of all or some of the Shares held by a Shareholder at the price per Share
equal to the then prevailing Net Asset Value per Share of the relevant class without assigning any
reason therefor. The Directors may compulsorily redeem a Shareholder's Shares for any or for no
reason, including, without limitation, if such Shareholder is either a Restricted Person that has
acquired Shares otherwise than in compliance with applicable rules and regulations or is a Non-
Qualified Person or if such Shareholder has requested a partial redemption which would cause the
aggregate Net Asset Value of the Shares owned by such Shareholder following such redemption
to decline below the minimum initial investment as the same was applicable to such Shareholder.
See “Eligible Investors.” Compulsory redemptions will be made at the relevant class' Net Asset
Value per Share as of the next Redemption Date in which such notice of redemption is issued to
the Shareholder.

Requests for redemption should be sent to the Administrator with seven (7) days’ prior written
notice who will redeem the Shares at the relevant class' Net Asset Value per Share on the
Redemption Date less any applicable accrued Incentive Fees and other charges and expenses
referred to herein. Redemption requests may initially be sent by fax, however, Shareholders
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should be aware of the risks associated with sending documentation in this manner and that the
Administrator will not be responsible in the event of non-receipt of any redemption request sent
by fax. In any event, the original redemption request must be sent to the Administrator.
Redemption payments will be made in the currency of the Class, unless made in kind, and will be
remitted either by wire transfer to an account designated by the Shareholder at the bank from
which the subscription price was paid or by check posted at the Shareholder's risk (as specified by
the Shareholder in its written redemption notice). If Shares are held in certificated form, the
redemption payment will not be remitted until certificates have been tendered to the
Administrator. A request for redemption received after 5:00 p.m. (Bermuda time) will be treated as
a request for redemption as of the next Redemption Date.

The Investment Manager may elect to purchase or to procure the purchase of Shares offered for
redemption at a price equal to their Net Asset Value rather than requiring the Fund to redeem
them.

Temporary Suspension of Dealings and Determination of Net Asset Value

The Fund's Bye-laws provide that the Directors may declare a temporary suspension of the
determination of the Fund's Net Asset Value and the sale, allotment, issue or redemption of the
Shares during:

(i) any period during which, in the opinion of the Directors in consultation with the
Investment Manager, disposal by the Fund of securities which constitute a substantial
portion of the assets of the Fund is not practically feasible or as a result of which any such
disposal would be materially prejudicial to Shareholders;

(ii) any period when, in the opinion of the Directors in consultation with the Investment
Manager, for any reason it is not possible to transfer monies involved in the acquisition or
disposition or realization of securities which constitute a substantial portion of the assets of
the Fund at normal rates of exchange;

(ili)  any period when, in the opinion of the Directors in consultation with the Investment
Manager, for any reason the prices of any securities which constitute a substantial portion
of the assets of the Fund cannot be reasonably, promptly or accurately ascertained;

(iv)  any period (other than customary holiday or weekend closings) when any recognized
exchange or market on which the Fund's securities are normally dealt in or traded is
closed, or during which trading thereon is restricted or suspended,

(V) any period when proceeds of any sale or redemption of the Shares cannot be transmitted
to or from the Fund’s account.

Registration and Transfer of Shares
Shares are issued only in registered form; the Fund does not issue bearer shares. The

Administrator maintains a current register of the names and addresses of the Shareholders, and the
Administrator’s entry in the share register is conclusive evidence of ownership of such Shares.
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Certificates representing Shares will not be issued save in exceptional circumstances and then only
at the discretion of the Directors.

In accordance with Bermuda law and the Bye-laws of the Fund, Shares are only issued or
registered in the names of companies, partnerships or individuals. Shares purchased for those
under twenty-one (21) years of age must be registered in the name of a parent or guardian, but
may be designated with the minor's initials for the purposes of identification. The Fund will take
no cognizance of any trust applicable to the Shares so registered.

Transfers of Shares by instruments in writing in the usual common form are permitted only with
the prior consent of the Directors, which consent may be withheld in the absolute discretion of
the Directors. Any transferee of Shares is required to furnish the same information and complete
the same documents that would be required in connection with a direct subscription, including
without limitation being required to complete a subscription agreement, in order for a transfer
application to be considered by the Directors. Violation of applicable ownership and transfer
restrictions may result in a compulsory redemption.

Determination of Net Asset Value

In accordance with the provisions of the Fund's Bye-laws, as summarized herein, and under the
overall supervision and direction of the Directors, in conjunction with the Investment Manager,
the Administrator will calculate the Fund's Net Asset Value, each class' Net Asset Value, each class'
Net Asset Value per Share every Thursday that is not a public holiday in Bermuda and as of the
last Business Day of each calendar month, or on another day, in the discretion of the Directors
(each a “Valuation Date”). The Net Asset Value of the Fund is equal to the Fund’s assets less the
Fund’s liabilities, each valued pursuant to accounting principles generally accepted in Bermuda
and Canada. Each class' Net Asset Value per Share will be calculated by dividing the particular
class Net Asset Value by the number of that class' Shares then outstanding. For more detailed
information on this calculation see “Appendix A — NAV Calculation.” Such calculation will be
made by the Administrator acting in good faith, after consulting with the Investment Manager.
In no event shall the Directors, the Administrator or the Investment Manager incur any individual
liability or responsibility for any determination made or action taken or omitted by them in the
absence of willful misfeasance, bad faith or gross negligence. In general, investments are valued as
follows:

1. Securities, other than options, that are listed or admitted to trading on one or more
securities exchanges shall be valued at the last trade price on the exchange selected by the
Directors, after consulting with the Investment Manager, acting in good faith, on the
relevant Valuation Date or, if no trade took place on such Date, at the mean between the
“bid” and “‘asked” prices at the close of trading on the exchange selected by the
Investment Manager, acting in good faith, on the relevant Valuation Date. Futures and
options on futures that are listed on a futures exchange are valued at their settlement prices
on the Valuation Date on the largest futures exchange on which such futures are listed.
Securities and futures that are not listed or admitted to trading on an exchange or that are
listed on an exchange which the Directors, after consulting with the Investment Manager,
in good faith believe do not accurately represent such securities' true value, shall be valued
at the mean between the bid and asked prices provided by a dealer whom the Directors,
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after consulting with the Investment Manager, acting in good faith, determines to be a
reputable dealer.

Options and warrants that are listed or admitted to trading on one or more exchanges shall
be valued at the last trade price on the Valuation Date. If there was no trade that date,
then the mean between the “bid” and *“asked” prices on the exchange selected by the
Directors, after consulting with the Investment Manager, acting in good faith, on the
relevant Valuation Date. Options and warrants that are not listed or admitted to trading
on an exchange or that are listed on an exchange which the Directors, after consulting
with the Investment Manager, in good faith believe do not accurately represent such
securities' true value, shall be valued at the mean between the bid and asked prices
provided by a dealer whom the Directors, after consulting with the Investment Manager,
acting in good faith, determine to be a reputable dealer. The Directors, after consulting
with the Investment Manager, acting in good faith, may also value options and warrants
according to a valuation model or volatility formula based on volatility levels provided by
dealers deemed to be reputable by the Directors, after consulting with the Investment
Manager.

Convertible bonds and convertible preferred stocks will be valued at the mean between
the “bid” and *“asked” prices at the close of trading, on the Valuation Date or at their
conversion value if, in the opinion of the Directors, after consulting with the Investment
Manager, the conversion value represents more accurately than the foregoing the price
obtainable for the security.

In the event the Directors, after consulting with the Investment Manager, deem any of the
foregoing valuation methods to be inadequately representative of an asset's value, the
Directors, after consulting with the Investment Manager, acting in good faith and a
commercially reasonable manner, may assign to such asset an alternate value.
Furthermore, all assets of the Fund other than those described in the preceding three (3)
paragraphs shall be assigned such value as the Directors, after consulting with the
Investment Manager, may reasonably determine in good faith. Independent appraisals
may be conducted but are not required.

Liabilities shall be determined using accounting principles generally accepted in Bermuda
and Canada.

In determining Net Asset Values based upon the above parameters, the following shall be subtracted:
(@) Management Fees, Incentive Fees and Administration Fees that have accrued, as of the date of
computation, but are not yet payable; (b) the then current amount of any Incentive Fees that have
been earned in prior years and as to which the intended recipient has made an election to defer such
fees; (c) an allowance for the cost of the Fund's annual audit, legal domiciliary, Director's and other
fees and expenses; and (d) any contingency for which a provision is determined to be appropriate.
Net Asset Valuations are expressed in the currency of the class and any items denominated in other
currencies are converted at prevailing exchange rates as determined by the Directors. All debts,
liabilities and Net Asset Valuations will be determined in accordance with accounting principles
generally accepted in Bermuda and Canada.
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If the Directors should determine, after consulting with the Investment Manager, that special
circumstances exist whereby the value of any asset or liability of the Fund should be determined
in a manner other than as set forth above, the value of such asset or liability shall be the value
assigned by the Directors in good faith. Prospective investors should be aware that situations
involving uncertainties as to the valuation of portfolio positions could have an adverse effect on
the Net Asset Value determination if judgments regarding appropriate valuations should prove
incorrect. Absent bad faith or manifest error, the Directors' determination of Net Asset Value is
conclusive and binding on all Shareholders and prospective investors.

Fees and expenses that are identifiable with a particular class will be charged against that class in
computing its Net Asset Value. Other fees and expenses will be charged to the Fund as a whole
or otherwise in the discretion of the Board.

CERTAIN RISK FACTORS

Prospective investors should give careful consideration to the following risk factors in evaluating
the merits and suitability of an investment in the Fund. The following does not purport to be a
comprehensive summary of all of the risks associated with an investment in the Fund. Rather, the
following are only certain risks to which the Fund is subject and that the Investment Manager
wishes to encourage prospective investors to discuss in detail with their professional advisers.

1. New Enterprise; Potential of Loss. Both the Fund and the Investment Manager are
enterprises with no operating history. Accordingly, an investment in the Fund entails a
high degree of risk. There can be no assurance that the Fund will achieve its investment
objective or that the strategies described herein will be successful. Given the factors that
are described below, there exists a possibility that an investor could suffer a substantial loss
as a result of an investment in the Fund.

2. Reliance on Key Personnel. All decisions with respect to the investment of the Fund's capital
will be made by the Investment Manager, which relies on the services of Edmund
Goodhue and Jeffery Wiebe. Shareholders will have no right or power to take part in the
management of the Fund. As a result, the success of the Fund for the foreseeable future
will depend largely upon the ability of the aforementioned individual and should he
terminate his relationship with the Investment Manager, die or become otherwise
incapacitated for any period of time, and should the replacement (if any) for him not equal
his or her predecessor's performance, the profitability of the Fund's investments will suffer.
In addition, should the Investment Manager terminate its relationship with the Fund, the
profitability of the Fund's investments may suffer. There can be no assurance that the
Investment Manager will be successful.

3. Incentive Fee. The Investment Manager's Incentive Fee may create an incentive for the

Investment Manager to make investments that are riskier or more speculative than would
be the case in the absence of an incentive fee.
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10.

No Current Income. The Fund's investment policies should be considered speculative, as
there can be no assurance that the Investment Manager's assessments of the short-term or
long-term prospects of investments will generate a profit. In view of the fact that the
Fund will not pay dividends, an investment in the Fund is not suitable for investors
seeking current income for financial or tax planning purposes.

Risk of Early Losses. If the Fund begins trading under market conditions which result in
substantial early losses, the risk of the Fund having to terminate its trading will be
substantially increased. The Fund could experience substantial cash flow difficulties were
its assets to be depleted early, particularly in view of the service charges and other expenses
to which the Fund is subject. The Fund may commence trading operations at an
unpropitious time resulting in significant initial losses.

Trading Risks. The Fund often invests in listed securities whose market liquidity is limited.
The Fund may have difficulty buying or selling shares in a timely manner or at an
advantageous price, both of which might cause losses for the Fund.

Computer Models. The Investment Manager uses proprietary computer models to make its
trading decisions. These models require current data to be effective. Data-driven computer
models are subject to a variety of risks, any one of which could generate substantial losses
for the Fund. These risks include, but are not limited to: power failure, failure of the
internet to deliver data, failure to receive data in a timely fashion, failure of the hardware
or software, programming errors, errors in the operating system, viruses and other
malicious agents, and a shift in market conditions that make the model less able to identify
stocks whose value the Investment Manager believes is likely to increase.

Competition. The Fund competes with other firms in the securities industry, including
many of the larger investment banking firms, which have substantially greater financial
resources than does the Investment Manager and substantially greater research staffs and
more securities traders than does the Investment Manager. In any given transaction,
arbitrage activity by other firms may tend to narrow the spread between the price at
which a security may be purchased by the Fund and the price it expects to receive upon
consummation of the transaction.

Reliance on Certain Information. The Investment Manager may elect to invest in securities
on the basis of information and data filed by the issuers of such securities with the U.S.
Securities and Exchange Commission or made directly available to the Investment
Manager by the issuers of the securities and other instruments or through sources other
than the issuers. Although the Investment Manager evaluates all such information and
data and seeks independent corroboration when it considers it appropriate and when it is
reasonably available, the Investment Manager is not in a position to confirm the
completeness, genuineness or accuracy of such information and data.

Risk Relating to Size of Issuer. Some small companies in which the Fund may invest may
lack management depth or the ability to generate internally or obtain externally the funds
necessary for growth. Companies with new products or services could sustain significant
losses if projected markets do not materialize. Further, such companies may have, or may
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12.

13.

14.

15.

16.

17.

develop, only a regional market for products or services and may be adversely affected by
purely local events. Such companies may be small factors in their industries and may face
intense competition from larger companies and entail a greater risk than investment in
larger companies.

Concentration of Investments. Each Class generally invests in securities listed on the major
stock exchanges in a single country. Should listed securities in that country become
subject to adverse financial conditions, the Fund's capital shall not be afforded the
protection otherwise available through greater diversification of its investments.

Exchange Rules. Each securities exchange typically has the right to suspend or limit trading
in all securities that it lists. Such a suspension would render it impossible for the Fund to
liguidate positions and, accordingly, could expose the Fund to losses. Similarly, the
Directors have the right to suspend or limit redemptions when, in their opinion, the
Fund's net assets are not sufficiently liquid to fund redemptions.

Leverage. The Fund expects to use leverage to bridge trades and to provide liquidity to
fund redemptions. These loans will be in total less than 10% of the value of the fund. If
these loans to the Fund are collateralized with portfolio securities that decrease in value,
the Fund may be obligated to provide additional collateral to the lender in the form of
cash or securities to avoid liquidation of the pledged securities. Any such liquidation
could result in substantial losses. Borrowing and leverage may significantly increase the
Fund’s investment risk. Borrowing creates an opportunity for greater yield and total
return but, at the same time, will increase the Fund’s exposure to capital risk and interest
costs. Any investment income and gains earned on investments made through the use of
leverage that are in excess of the interest costs associated therewith may cause the Net
Asset Value to increase more rapidly, conversely, the Net Asset Value may decrease more
rapidly than would otherwise be the case.

Iliquidity of Shares. Transfers of Shares are restricted; there is no secondary market for
Shares and, accordingly, Shares may be disposed of only through the redemption
procedures described elsewhere in this Memorandum. Under certain circumstances, such
redemption procedures may entail a significant delay in redemptions.

Distributions/Redemptions in Cash or Kind. The Fund is not required to distribute cash or
other property to the Shareholders, and the Fund does not intend to make any such
distributions.  Notwithstanding the foregoing, the Fund may, in its discretion, settle
redemptions in kind.

Notice Required. A Shareholder must give prior written notice to the Administrator to
make a partial or total redemption of its Shares. During such notice period, the
Shareholder's investment remains at risk and may decrease in value from the date that
notice of redemption is made to the Administrator until the effective date of redemption.

Compliance.  The Fund must comply with various legal requirements, including

requirements imposed by the securities laws, tax laws and pension laws in various
jurisdictions. Should any of those laws change over the scheduled term of the Fund, the

22



18.

19.

20.

21.

22.

23.

legal requirements to which the Fund and the Shareholders may be subject could differ
materially from current requirements.

Institutional Risk and Custodial Risks. The institutions, including brokerage firms and
banks, with which the Fund (directly or indirectly) does business, or to which securities
have been entrusted for custodial and prime brokerage purposes, may encounter financial
difficulties that impair the operational capabilities or the capital position of the Fund.
Brokers may trade with an exchange as a principal on behalf of the Fund, in a “debtor-
creditor” relationship, unlike other clearing broker relationships where the broker is
merely a facilitator of the transaction. Such broker could, therefore, have title to all of the
assets of the Fund (for example, the transactions which the broker has entered into on
behalf of the Fund as principal as well as the margin payments which the Fund provides).
In the event of such broker's insolvency, the transactions which the broker has entered
into as principal could default and the Fund's assets could become part of the insolvent
broker's estate, to the detriment of the Fund. In this regard, Fund assets may be held in
“street name” such that a default by the broker may cause Fund's rights to be limited to
that of an unsecured creditor.

Reserves.  Under certain circumstances, the Fund may find it necessary to establish a
provision for contingent liabilities or withhold a portion of the Shareholder's settlement
proceeds at the time of redemption, in which case the reserved portion would remain at
the risk of the Fund's activities.

Forced Liquidation. Substantial redemptions by Shareholders within a short period of time
could require the Investment Manager to liquidate positions more rapidly than would
otherwise be desirable, which could adversely affect the value of the Fund's capital. The
resulting reduction in the Fund's capital could make it more difficult to generate a positive
rate of return or to recoup losses due to a reduced equity base. Additionally, such
substantial redemptions may increase the share of the Fund's fees and expenses payable by
the remaining Shareholders.

Litigation and Claims. The Fund and the Investment Manager, as independent legal
entities, may be subject to lawsuits or proceedings by government entities or private
parties. Except in the event of a lawsuit or proceeding arising from a Director's or the
Investment Manager's gross negligence, willful default, or fraud in the performance of its
duties, expenses or liabilities of the Fund arising from any suit shall be borne by the Fund.

Conflicts of Interest. The Fund and the Investment Manager are subject to various conflicts
of interest as set forth in the section of this Memorandum entitled “POTENTIAL
CONFLICTS OF INTEREST.”

Need for Independent Advice. The Investment Manager has consulted with counsel,
accountants and other advisors regarding the formation of the Fund. Each prospective
investor should consult his own legal, tax and financial advisers regarding the desirability as
well as the legal and tax consequences of an investment in the Fund.
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Registration. The Fund is not registered as an investment company under the U.S.
Investment Company Act of 1940, as amended or any similar state laws.

Allocation of Liabilities Among Classes of Shares — Cross Collateralization. Although the Fund
will maintain separate accounts or book entries with respect to each class of Shares for
purposes of tracking initial public offering investments, separate classes of Shares are not
separate legal entities but rather classes of Shares in the Fund. The Fund as a whole,
including all such separate classes, is one legal entity. Thus, all of the assets of the Fund are
available to meet all of the liabilities of the Fund, regardless of the classes of Shares to
which such assets or liabilities are attributable. In practice, cross portfolio liability will
usually only arise where any separate class of Shares becomes insolvent and is unable to
meet all of its liabilities. In this case, all of the assets of the Fund attributable to other
separate classes of Shares may be applied to cover the liabilities of the insolvent classes of
Shares.

If losses or liabilities are sustained by a class of Shares in excess of the assets attributable to
such class, such excess may be apportioned to the other class of Shares. THE ASSETS
ATTRIBUTABLE TO ANY ONE CLASS OF SHARES WILL NOT BE ISOLATED
FROM THE LIABILITIES ATTRIBUTABLE TO OTHER CLASSES OF SHARES
TO THE EXTENT THAT THE ASSETS OF ONE PARTICULAR CLASS OF
SHARES ARE INSUFFICIENT TO SATISFY THE LIABILITIES ATTRIBUTABLE
TO SUCH CLASS OF SHARES THEN THE ASSETS OF OTHER CLASSES OF
SHARES MAY BE CHARGED WITH SUCH LIABILITIES.

Shareholder Loss. No Shareholder will be liable for losses or debts of the Fund beyond that
Shareholder's investment nor may any Shareholder be assessed or otherwise required to
invest more than its initial investment.

Legal Requirements. The Fund must comply with various legal requirements, including
requirements imposed by the securities laws, tax laws and pension laws in various
jurisdictions. Should any of those laws change over the scheduled term of the Fund, the
legal requirements to which the Fund and the Shareholders may be subject could differ
materially from current requirements.

Economic and Business Conditions. General economic and business conditions may affect the
Fund's activities. Interest rates, the prices of securities and participation by other investors
in the financial markets may affect the value of securities purchased by the Fund.
Unexpected volatility or liquidity in the markets in which the Fund directly or indirectly
holds positions could impair the Fund’s ability to carry out its business and could cause it
to incur losses.

POTENTIAL CONFLICTS OF INTEREST

The Investment Manager, Administrator and Prime Brokers and their respective affiliates, which
shall be deemed to include, in each case, their respective officers, directors, employees and entities
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owned by any of the aforementioned parties (the “Related Parties”) may face certain conflicts of
interests in relation to the Fund. These conflicts include, but are not limited to, the following:

The Investment Manager and each of its directors presently and will in the future, directly or
indirectly, direct, sponsor or manage other managed pools or accounts in addition to the Fund.
The Investment Manager and each of its directors may have financial or other incentives to favor
some such pools or accounts over the Fund. The Investment Manager will make its own
decisions for the Fund, which decisions may differ from time to time from those recommended
by analysts of the Investment Manager for its other advisory clients.

The Investment Manager believes that it will continue to have sufficient personnel and resources
to perform all of its duties with respect to the Fund. However, because some of the officers of
the Investment Manager may have duties in connection with other investment funds and other
matters, such officers may have conflicts of interest in the allocation of responsibilities, services
and functions among the Fund and other entities similar to the Fund.

The Fund may invest the Fund's capital in investment funds and/or with other accounts managed
by the Investment Manager and/or its affiliates. As a result, the Investment Manager may receive
fees based on these investments directly from the Fund and, directly or indirectly, from the other
investment funds or accounts. Notwithstanding such circumstances, the Investment Manager will
act in accordance with its fiduciary duties to the Shareholders.

Some or all of the Related Parties may be involved with other entities utilizing investment
strategies similar to those of the Fund and with other business in general. The Investment
Manager may cause the Fund to invest in securities in which some or all of the Related Parties
have a financial interest, or to engage in transactions with brokers or others with whom some or
all of the Related Parties have financial or other relationships. In the event the Fund intends to
engage in any such transaction, the Fund may appoint an Independent Client Representative to
give or withhold the consent of the Fund to such transactions. See “MANAGEMENT -
Independent Client Representative.”

The Related Parties may engage for their own accounts, or for the accounts of others, in other
business ventures of any nature, and the Fund has no right to participate in or benefit from the
other management activities of the Investment Manager described above and the Related Parties
shall not be obliged to account to the Fund for any profits or benefits made or derived therefrom,
nor shall they have any obligation to disclose or refer to the Fund any of the investment or service
opportunities obtained through such activities. Related Parties may own Shares in the Fund, deal
as principals with the Fund in the sale or purchase of investments of the Fund or act as brokers,
whether to the Fund or to third parties, in the purchase or sale of the Fund's investments and shall
be entitled to retain any profits or customary commissions resulting from such dealings.

The Investment Manager and/or its affiliates and/or its employees may from time to time have an
interest, direct or indirect, in a security, the purchase or sale of which by the Fund is
recommended, or which in fact is purchased or sold by or otherwise traded for the Fund.
Moreover, such recommendation, purchase, sale or trading may occur in connection with a
transaction involving another fund or account managed by the Investment Manager.
Accordingly, the Investment Manager may sell or recommend the sale of a particular security for
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certain accounts, including accounts in which it has an interest, and it or others may buy or
recommend the purchase of such security for other accounts, including accounts in which it has
an interest, and, thus, transactions in particular accounts may not be consistent with transactions in
other accounts or with the Investment Manager's investment recommendations. For example, the
Investment Manager may recommend that the Fund sell a security, while not recommending such
sale for other accounts in order to enable the Fund to have sufficient liquidity to honor
Shareholders' redemption requests. When there is a limited supply of investments, the Investment
Manager will use its reasonable efforts to allocate or rotate investment opportunities, but the
Investment Manager cannot assure absolute equality among all of its accounts and clients.

The Investment Manager, each of its affiliates and the Directors may engage in other business
activities and manage the accounts of clients other than the Fund including those of other
collective investment vehicles. The investment strategy for such other clients may vary from that
of the Fund. The Investment Manager, each of its affiliates and the Directors are not required to
refrain from any other activity, nor must they disgorge any profits from any such activity,
including acting as general partner, investment manager or managing agent for investment
vehicles with objectives similar to those of the Fund.

Jeffery T. 