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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549-3010 A

s TR
‘i OCT 7 2005 ;’ October 5, 2005
| h

Lee D. Unt L}'l 1088 i

David J. Greene & Company, LLC Act: /954/

599 Lexington A Noven

New Y)(i‘r?(, I?Ir‘x[ 1‘";(‘)1;23 iﬁ;':on T A -

o . Public / / ~
Re:  Pall Corporation Availability: /@p é; J005

Incoming letters dated September 26, 2005
Dear Mr. Unterman:

This is in response to your letters dated September 26, 2005 concemning the
shareholder proposal submitted to Pall by David J. Green & Company, LLC. On
September 20, 2005, we issued our response expressing our informal view that Pall
could exclude the proposal from its proxy materials for its upcoming annual meeting.
You have asked us to reconsider our position.

After reviewing the information contained in your letters, we find no basis to
reconsider our position. [n addition, under Part 202.1(d) of Section 17 of the Code of
Federal Regulations, the Division may present a request for Commission review of a
Division no-action response under rule 14a-8 if it concludes that the request involves

" “matters of substantial importance and where the issues are novel or highly complex.”
We have applied this standard to your request and determined not to present your request

to the Commission.
o:[ D S mcerely,
PROCESSED /
NGY 15 2065 /

Martin P. Dunn

F 0 ? .
AR @u% Deputy Director

cc.  Heywood Shelley
Carter Ledyard & Milbum LLP
2 Wall Street
New York, NY 10005-2072

T6TAG



David J. Greene and Company

David J. Greene and Company, LLC  Investment Management 583 Lexington Avenue New York, NY 10022  Tel 212.371.4200 Fax 212.371.5099

September 26, 2005

Via Fed Ex - 8507 6417 9518

U.S. Securities and Exchange Commission
Office of the Secretary

100 F Street, NE

Washington, DC 20549-3010

Re:  Pall Corporation / Division of Corporate Finance No-action letter September 20, 2005
Dear Sirs:

David J. Greene and Company, LLC (“Greene”) a federally registered investment
adviser, respectfully appeals to the full Commission from the decision dated September 20, 2005
issued by the Office of Chief Counsel, Division of Corporate Finance, which granted the no-
action request submitted by the Pall Corporation (“Pall”) in its letter to the Commission dated
July 26, 2005 (hereinafter the Staff’s no-action letter is referred to as the “September 20"
letter”). For the reasons set forth below, Greene believes the Staff erred in finding that Greene
“appears to have failed to supply support sufficiently evidencing that it satisfied the minimum
ownership requirement continuously for the one-year period as of the date it submitted the
proposal”.

Contrary to the conclusion reached in the September 20" letter, Pall has been, and is now,
well aware of Greene’s status as a shareholder and Greene has submitted clear and unequivocal
evidence of its continuous ownership of Pall stock for the requisite one-year period. Although
the September 20" letter does not indicate the basis for the Staff’s conclusion, since our initial
letter to Pall setting forth the proposed shareholder resolution was both timely and contained the
requisite representations under Rule 14a-8, we can only surmise that the reason the no-action
request was granted was some confusion or misunderstanding as to whether Greene and that
certain co-mingled account known as “the DJG Small Cap Fund”, were, for 14a-8(b) purposes,
one and the same (hereinafter the DJG Small Cap Fund is referred to as the “Fund”).

This matter began with a letter from Greene to Pall dated June 7, 2005 containing a
simple shareholder proposal calling for the annual election of directors (the “Proposal”).
Thereafter, notwithstanding Pall’s familiarity with Greene and its holdings, in presenting its no-
action request to the Commission, Pall took the disingenuous position that Greene had not
provided satisfactory evidence that it was a “record holder” of Pall shares so as to be eligible to
submit the Proposal. In opposing Pall’s no action request, Greene submitted the following
documentation:
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1. A letter dated June 7, 2005, signed by me on behalf of Greene stating that Greene
had been a shareholder for more than one year, had held more than $2,000 worth
of Pall stock continuously since April 2004, and confirming our intent to maintain
ownership of the required number of shares through the date of the next annual
shareholders meeting. That letter further confirmed that Greene intended to be
present at the 2005 annual meeting to present the Proposal. (For ease of review, a
copy of the letter dated June 7, 2005 is annexed as Exhibit A)

2. A letter dated June 30, 2005, signed by me on behalf of both Greene and the Fund
confirming that the Fund owned securities of Pall having a market value of more
than $2,000 and had continuously held such shares for more than a year, and
further confirming that the Fund intended to hold the required number of shares
through the date of the next annual shareholders meeting. That letter further
confirmed that Greene and the Fund intended to be present at the 2005 annual
meeting to present the Proposal. (For ease of review, a copy of the letter dated
June 30, 2005 is annexed as Exhibit B)

3. Copies of the Fund’s monthly brokerage statements from April 1, 2004 through
May 31, 2005 evidencing the Fund’s ownership of Pall shares. (For ease of
review, a copy of those brokerage statements are collectively annexed as Exhibit
C)

4. Copies of Greene’s Form 13F for the quarters ending June 30, 2004 through the
quarter ending March 31, 2005 (the most current 13F available at the time of the
submission) evidencing Greene as having sole voting authority and discretion for
Pall shares with a market value in excess of $20 million. (For ease of review, a
copy of those Forms 13F are collectively annexed as Exhibit D)

5. A copy of the Fund’s Confidential Offering Memorandum dated June 7, 2004,
including a copy of the DJG Small Cap Fund Agreement, confirming that Greene
was the sole Sponsor and manager of the Fund, Greene was the only entity
authorized to act for the Fund, and that no legal entity could hold, purchase or sell
securities on behalf of the Fund other than Greene. (For ease of review, a copy of
the Fund’s Offering Memorandum is annexed as Exhibit E)

In connection with the instant appeal of the Staff’s decision, we are assuming that the
Staff took no issue with the sufficiency of the letters dated June 7, 2005 (Exhibit A) and June 30,
2005 (Exhibit B). We also assume that the twelve months of brokerage statements showing the
Fund’s continuous ownership of a substantial amount of Pall shares, when coupled with the
aforementioned letters, would be sufficient to satisfy the eligibility requirements. We assume
therefore, the only remaining basis for possibly concluding that Greene failed to make a
satisfactory showing of eligibility would be the hyper-technical argument that Greene and the
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Fund are not one and the same for Rule 14a-8 purposes and that therefore, the Fund should have
been the 1initial proponent of the Proposal, not Greene.

Assuming we understand the Staff’s position correctly, we direct the Commission’s
attention to the Fund’s Offering Memorandum and Agreement. The cover page of the Offering
Memorandum makes it clear at the outset that the Fund is a co-mingled account and further, that
investors in the Fund own Units representing an undivided interest that is non-transferable. On
page 1 of the Memorandum, Greene is identified as the Sponsor, and on pages 12 — 13, Greene is
identified as the manager of the Fund and the backgrounds of its principals who will act as “Fund
Managers” are described in detail. Pages 3 and 4 of the Fund Agreement (also included as part of
Exhibit E) make it clear that Greene is the only legal entity that can act for the Fund. The Fund
simply has no way to act, or to sign documents, or to advance a shareholder proposal, or to make
an application to the Commission, other than through Greene.

To grant Pall’s no-action request under these circumstances, and to thereby deprive Pall’s
shareholders of the opportunity to vote on the issue of the annual election of directors for at least
another year, is to favor form over substance and to ignore the Commission’s public commitment
to a fair and full consideration of shareholder proposals. Accordingly we respectfully urge you
to reverse the Staff’s determination and to deny the relief sought by Pall and direct that the
Proposal submitted by Greene be placed before Pall’s shareholders at the company’s next annual
meeting. Since that meeting is to occur in the very near future, we would further request that you
act on this application as expeditiously as possible. In addition, please be advised that we have
simultaneously requested that the Staff reconsider the decision that is the subject of this appeal.

Very truly yours,

David J. Greene & Company, LLC
DJG Small Cap Fund

, [ =

%@e D. Unterman

cc:  Heywood Shelley (w/encl.)
Mark F. Vilardo (w/o encl.)
Office of Chief Counsel
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June 7, 2005

Via Fed Ex - 8507 6417 8198

Mary Ann Bartlett
Corporate Secretary

Pall Corporation

2200 Northern Boulevard
East Hills, New York 11548

Dear Ms. Bartlett:
: |

David J. Greene and Company, LLC (“DJG”) is the owner of over ! million
shares of Pall Corporation stock. In that capacity, the attached proposal is submitted for
inclusion in the 2005 proxy statement in accordance with Rule 14a-8 of the General
Rules and Regulations of the Securities Act of 1934, DJG has been a shareholder for
more than one year, and has held over $2,000 worth of stock continuously since April
2004. In that regard, annexed hereto is a copy of our Form 13F as filed with the SEC
showing our position in Pall for the quarter ending June 30, 2004. We will be happy to
provide additional venﬁcauon of our stockholding posmon should you so request. This
letter will also confirm thav DJG intends to maintain its ownership of the number of
shares required by Rule 14a—8 through the date of the next annual shareholders meeting.

\
Mr. Benjamin Nahu”m a principal of DJG, pre",ently intends to be present at the

2005 annual meeting to personally move the accompanying resolution. Please let me
know if you have any quesnons or require anything further with respect to our proposal.

Very truly ypurs,
H 7~
e Unterman

General Counsel




Annuai Election of Directors
Pall Corporation

RESOLVED: That the stockho]{ders request that the Board of Directors promptly take all steps
necessary to declassify the clecn on of Directors by i msunng' that in future Board elections
directors are elected annually and not by classes as is now provided. This declassification shall
be phased in so that it does not effect the unexpired terms of Directors previously elected.

Supporting Statement

This resolution requests that the Board end the present staggered board system that presently

provides that one-third of Directiors are elected each year and instead, ensure that all Directors
are elected annually. We beheve shareholders should have the opportunity to vote on the
performance of the entire board each year.

Increasingly, institutional investors are calling for the end of a classified system, believing it
makes a Board less accountable to shareholders when directors do not stand for annual election.
Califomia’s Public Employees Retlrement System, New York City pension funds, New York
State pension funds and many others, including the Council of Institutional Investors, and
Institutional Shareholder Servxces, are among those that have supported resolutions calling for
the annual election of directors. | ‘

Recent shareholder resolutions to end this staggered system of voting have received wide
support. According to a news release issued by the Social Investment Forum in April 2005, in
2004 approximately 35 proposals asking companies to declassify their boards came to a vote and -
received average support of 70. 4 percent of the votes cast. Numerous companies have
demonstrated leadership in corporate governance by changing away from staggered boards.
These include Pfizer, Bristol- Myers Squibb, Dow Jones, Bellsouth, Coca-Cola and Dell, Inc.
Other boards that are now similarly sponsoring resolutions to declassify the board include Yum

Brands, Inc., Honeywell, Federa:‘ted Department Stores, Inc. and Eastman Kodak.
|

We strongly believe that our company s financial performance is linked to its corporate
governance policies and procedures and the level of Board and management accountability they
establish. We also believe the Compensanon Nominating, and Audit Committees, as well as the
full Board need to be fully and annually accountable to shareowners — another key reason for
annually electing Directors.

We do not believe this reform wHould affect the continuity of director service since our Directors,
like those at an overwhelming majority of companies, are routinely elected with strong

shareholder approval.

We urge all shareholders to vote “For” this proposal.
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David J.Greene and Company

Daviar J. Greere and Conpany. LLC  Investment Nulanagement 599 Lenigton Avartie Neww Yark, M HJ0IZ T J12 570 d230 =an 112 374 5Q0¢

June 30, 2005
Via Fed Ex - 8507 6417 8176

Mr. Heywood Shelley

Carter Ledyard & Mllbum LLP
2 Wall Street ‘

New York, NY 10005-2072

Re: Pall Corporation

Dear Mr. Shelley:

This is to acknowledge rwecelpt of, and to respond to, your letter dated June 20, 2005
responding to my letter dated June 7, 2005, which was addressed to Mary Ann Bartlett, the

Corporate Secretary of Pall CorPoratJon (“Pall™).

Obviously, we are disapLointcd in what we consider to be the disingenuous nature of
your reply on behalf of Pall. Over the past year, David J. Greene and Company, LLC (“DJG”)
has had a number of contacts wnth Pall’s senior management, and Pall’s management is well
aware of the institutional natureH of DJG’s holdings. As you also know, Rule 134d-3 of the
Securities Exchange Act of 1934, defines the beneficial owner of a security to be any person
who, directly or indirectly, through any contract or arrangement, has the power to vote such
security and/or the power to dlspose, or direct the disposition of, such security. All of DJG’s
investment management agreements with it’s advisory clients grant a blanket power of attorney
to DJG and specifically grant DJG sole voting power and investment discretion over securities
owned in our portfolios. The 13F forwarded with my earlier letter is clear evidence of DJG
having sole voting authority and investment discretion for Pall shares valued at more than $21
million dollars as of the quarter ended June 30, 2004. Enclosed with this letter is a copy of
DJG’s 13F for the period endmg March 31, 2005, which shows DJG having sole voting aulhonty
and investment discretion for Pall shares valued at more than $22 million dolars.

Nonetheless, in an effort to avoid any ambiguity on the subject, enclosed with this letter
are the relevant portions of brokerage statements for each rnonth from April 2004 through June
2005 showing the portfolio holdmgs for the DJG Smatl Cap Fund. That “fund” is a commingled
account of which DJG is the sole Sponsor and Fund Manager. That “fund” clearly held, and still
holds, securities of Pall having a market value of more than $2,000, and has continuously held
such shares for more than a year Although my earlier correspondence should have sufficed,
please accept this letter as confmnauon that the DJG Small Cap Fund intends to continue to own
the number of shares required by Rule 14a-8 through the next annual meeting of the shareholders
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of Pall. This will also confirm
2005 annual meeting to presen

|

Ce: Mary Ann Bartlett (by Fed E:h(

\
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ene and Company

w/enclosures)

that DJG and the DIG
t the resolution that ace

Small Cap Fund intend to be present at the
Oompanied my earlier correspondence.

7T

Unterman

Very

Chief Operating Officer
David J. Greene and Company, LLC

DIG S

B

Unterman
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CMB APPROVAL

OB Number:

Expires:

E3timated averags burden
hours per response.....

SEC USE ONLY

UNITED STATES
SECURITIES AMD EXCHANGE COMMISSION
washington, §.C. 20549

\
FoRM 13F

I
FORM 13f Covar Page

Report for the Calendar Year or| Quarter Ended 03/31/03

It amended raport check here: 1l Amendment Numbar:

This Amandment (Check only one): I_| im a restatezant
1_| adds! new holding
entries.

David J. Greens and Company, LIC

Name of Imstitutional Investment Manager

599 Laxington Avenus, l2th Floor, New York, NY 10022

Businsas Address {Street) {City) (State) {Z4p)

13F Fils Number: 28-663

The inastitutional investment manager f£iling this report and the person by whom
it is signad haredy represent that the parson signing the report is authorised
to subeit it, that all information containsd harein is true, corzect and
complets, and that it is understccd that all required items, atatementa,
achedules, Bnd tables, &re considered integral parts of this form.

Parson Signing this Report on Behalf of Reporting Manager:

les Unterman, Chief Operating Officer  212.371.4200

Name {title) (Fhone)

[uunuul Signature of Person Duly
Authorized to Submit This Report)

(Place and Date of Signing)

Report Type:
[x) 13F HOLDINGS REPORT.
t 13F NOTICE.

[ 13F COMRINATION REPORT.
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Repert Surmarys e

Mumber of Othsr Included Managsrs:
Form 1)F Information Table Entry Total:

Form 13F Information Table Value Total:

List of Other Included Managers:

Name and 13F file numbers of AL Inatitu
to which this schedule is filed (other t|
in slphabveticel order). .

(If thers are no entries in this list, &
and list entries.) .

197

$2,033,330
(thousands)

tional Investmant Managers with respact
han the one £iling this report): (Liat

ate “NONE® and ceit the column headings

13F Fils Numbers will ba asasigned to Institutional Investment Managers after

thay file their first report.

13F File Ho.: Nama:

13P File No.: Neme:

1. 28- . 6.
2. ;7.
ER - 8.
.. L.
5. ho.
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Command Financisl Press {37588) :I'IEHER\STW_DMGJ Greene\Edgari1 3F-HR\I7588_13% Rev: 4
<PAGE>
R ;e
<TABLE> .= - s = - -
<CAYTION>
Yo 13 ¥
83/31/08
REPCATING XAXAGER : David J. Gresne and Company, LIC AR 1
TITLE
or VAT SRARES / 88/ MUY/ INVEATIGNT OTAIR VOTING AUTROAZTY
WA CF IS80TR CLABY (12325 (x91000) PR AT PA¥ CALL DISCRETION MAMAGERS SOLR  SRARRD oy
<8> <> < «©> <C> <> <G> <> > «> <«<>
ABZRCROMBIE & FITCE CO Common Stock 002090207 04,213 88 soL 143,300
ACCTLAYS IRC. Common Stock  00430T10) 1,716,121 &8 sarg 1,195,300
Cammon Stock  00686U104 1,158,258 38 5018 933,200
AKZO WV SPONSORED ADR Cammon Stock 010199105 463,300 38 308 248,000
ALLZ?E INT Cormon Stock 0183822300 301,612 =B soLe 213,349
ALLINKE GMNIWG CORF Commen Srock O1V39FEDY 16,182 1,687,374 BR BOLE 998, 900
ALLIANCE SEMICONTOCTOR Coomon Stock  031877E100 3,06 1,504,606 & 8OLE 1,026,700
ALLINNT TECBBYSTEMS TWC Commen Btock 018804104 20,3%) 284,383 88 BOLR 159,000
AMZRICAN ENTRGY Coemen Stock 023637108 2 100,000 58 soLg
AMZRICAM EXYRESS CO Common Btock 023816109 1,669 32,494 22 50LE 1,100
NERICAN INTZRRATIONAL Common Btock 024874109 1,369 i4,708 88 B0LR 5,79
ANGEY INC. Common Stock 031162100 (3 7,50 21 saLE
CELZRA GEMOMT Coemcn Stock 038020202 19,013 1,I93,98% &2 8018 1,349,200
ARCE CAPITAL GROUP LTD Coemon Stock 03937L10S 220 5,760 88 soux
ARRIE GROOP INC Comnon Stock 042630100 13,324 1,937,127 &8 soLe 1,304,400
ARVIIDEATIOR INC. Common Stock 043353101 14,528 929,120 58 BOLE 537,608
ASCENTIAL BOFTHARE CORP Common Brock 04362F207 35,498 1,915,56) 88 sowe 1,368,750
ASSUMANT INC Coewon Stock 04621X108 12,640 378,300 88 oL 296,900
ADTOLIV, T, Cowmon Srock 032900109 6,39 134,300 2 s0LE 123,000
BP FIC - SPOW ADR Coemcn Stock 033622104 2] 50LE
BAZL CORP. Cremon Stock 030450106 Ed BOLE 121,300
BARCY SMALL CAP FOMD Ceemon Stock 068279308 s
BAGSCH ¢ LOMD 1NC Common Btock 071787103 soLE 3,300 ]
BEARINGPOINT INC Conmon Btock 034002106 soLE 3,339,800 1,661,536
BECTON DICXINSON ¢ CO Coemon Stock 073807109 soLe 4,110
BEMIA COMPANY Common Scock 081437108 S018 104,600 3,000
BERKLEY W A CONP Commbn Stock 084423103 2003 95,128
BERRSNINE HATEARAY CL B Common Stock 084670207 soLy 11
BOSTCN SCIENTIFIC CURP Ceemon Stock 101137107 soux 94,700 142,300
BRINE'S €O Coamon Steck 109656104 soix 197,529 505,839
BRISTOL MYERS 5QUIBB €O Common Stock 110122308 soLe . 20,870
BUNLINGTON SORTHENS Common Stock 13189T104 S0LX 8,70
cIT GAOUF INC Common Stock 125581108 b 23,600 210,400
CMS [NERGY CORP Carmon Srock 125055100 §0LE 1,858,500 $79,750
CSK ADTO ComP Conmon Srock 125565103 soux 234,400 132,540
D0, SURETY COAPCRATION Coemon Btock 12612L108 soLx 20,800 10,000
cVS CORP Common Stock 126620100 soLx 56,200 23,600
CALGON CAKBOW CORP Comon Stock 119603106 s0LE 983,400 82,7
CAPIZAL CROSEING BANK Common Stock 140071101 soLe 9,362
RX INC common Stock 141705103 17,472 439,227 8 soLE 244,681 194,57
CENDANT CORPORATION Commean Stock  15131310) 3,268 1,522,208 3B 012 780, 944 41,211

FAGE COLOWN TOTALS
</TABLE>
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<PASD>
<AL .
<CAPTION>
PORM 13 P
03/31/08
REPORTING MANAGER : David J. Greans and Covpany, LIC PAGE 2
TITLR
or VALGE SEARRS / AR/ MU/ IWVESTHENT  OTERR VOTING AUTEORITY
WM OF ISSVER CLARS cusIr (281000) ¥RN ANT  FAX CALL DISCRETION WAMGERS EOLE  SEAXRD wore
Lt 14 <> <C> <> <« <« <O <> > <> <>
CENTEAPOINT EMTRCY INC Commor. Svock 131897107 22,001 1,028,850 B8R soLk 1,169,400 €59, 450
CHEVRONTEXACO & Cerpmon Stock 166764100 3,262 55,956 an so1x 1,232 34,72¢
CIEC0 SYSTRNS INC. Common Btock 17473R102 s 17,060 B8R soLs 17,060
CITIGROUP INC. Commeon Stock 172947101 13,309 287,540 am 80L2 67,801 330,0¢9
<ITY INVESTING CO Corgon Brock 177500107 5 27,000 3B soLe 3,700
CLAIRE'S STORBY INC Compon Seock 179584107 12,246 333,500 &2 so12 00, M0
COMCAST CORP CL A Cozmpon Stock 200300101 .01 31,500 8B 018 12,811
COMCAST CORP-SPECIAL CL A Comson Stock 20010200 6,645 158,700 sm soLx 137,300
COMDISCO MOD CONTINGENT Coomen Seoch 2003340110 176 662,834 8B BOLE 217,504
COMMUYITY ERALTE Catzmon Stock 203640100 25,044 717,38 A s0Lx 200,993
COMPUTER IATES INTL Cammon Stock 204912108 18,384 17,344 82 T solR 259,044
COMOCCPRILLIPS Common Stock 20025C104 11,208 104,635 3B 30LE 13,928
CONSTAR INTEMATIONAL INC  Commen. Steok | 210240107 6,165 1,089,239 3B 201X 38,848
CORETILIATION ENERGY Common Stack 210371100 e 5,004 sp oLz 3,700
CORAM HEALTACAAS CORP. Coxpzon Stock 218103109 20 8,390 88 10LE 2,000
0. Comoen Beock 224399108 11,208 325,200 88 SOLE 102,200
CROWW BOLDING INC Cammon Stoch 228188306 26,472 1,701,296 83 S0z 458,098
CY?RC INTUSTAIES IvC. Cammon Stoelx 232820100 38,716 1,100,934 2 012 416,054
DARDRY RESTAURANTS, INC. Compon Stock 237194108 L4950 48,820 sg S0LE 18,8350
DIME BANCORP-LITTGATION Compon Stoch 254280110 ¢ 6,001,380 838 8ola 2,493,947
DISWRY (NALT) CQOAWY Common Btock 234447104 1,014 13,300 88 013 15,300
TRER STOMEE TIC Coemon Stock 256747106 22,166 775,000 S% 3018 339,300
RR COMNELLY & 6CMB CO Common Stock 257067101 1,19 60,675 88 s018 52,311
CORP Common Stock 26NE(A102 1 13,000 an soLe 13,000
E.PIPHANT INC. Coomorn Stock 24801V100 7,402 1,005,197 sa S0LX 613,39
EARTELIMR TNC Commen Sxock 270121102 12,995  1,44),M44 82 so1x 448,348
EXIDE TELEMOLOGIES Commen Btock 302981206 12,93 1,003,010 ax so1R 91,230
EXXCW MCBIL CORPORATION Cocxon Stock 302316102 4,060 68,120 sB 0L o 84,480
FASRCATLD SEMICON INTL Compon Stock 301126100 36,984 2,412,503 88 " S 1,580,800 331,803
GROU? INC Cocmon Stock 117920109 1 31,200 388 013 11,200
FIRST AMERICAM PINL CORP Common Stock 3183223107 3,838 1,027,771 88 0L8 127,600 300,173
FLONSERYE CORP Common Stock 141342108 4,00 351,040 8B soL 254,300 54,740
POUHDAY NTYRCRRS INC Cozpen Stock J3063K100 6,306 645,007 88 sotk 483,797 18,210
FREESCALE SEMICONDOCTOR - Common Stock JS61IM107 3,948 133,000 28 SOLX 232,300 700
FREZSCALE EIMICONDUCTON - Common Stock 33¢57M206 455 28,709 BB SOLR 8,126 20,303
GATX CORP Common Stock 361448103 16,80 507,136 3 BOLE 393,800 161,336
CINERCTR' INTZRNATIONAL Camon Brock 348705101 16,634 848,002 58 soLe 632,100 232,302
GINERAL DYRAMICS CORP Cormon Stock 369350108 %I 68,200 SH sour 49,500 18,700
GEINERAL ZLECYRIC €O Cozmon Stock 369604103 2,404 66,676 88 8018 66,6%
GIAXOSMITERLINE PIC~ ADR Coomon Beoekx  31733W108 H-2] 4,306 s01k 4,508
GRUPO MM SA-BP ALR A Common Stock 400510108 5,603 1,637,088 88 saLe 1,240,500 416,55
PAGE COLUNE TOTALS 422,804
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EEALTESOUTH CORFOMATION Common Stock 421924101 4,504 843,740 &8 so18 170,080 813, 690
HEALTE WET INC Cozpon Stoek 422226108 49,239 2,116,744 23 sou 1,368,510 781,20
HERCILES INC Compon Stock 427056106 19,037 1,313,028 34 0L 952,200 61,628 .
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1VAX CORY Common Stock 485023302 32,130 1,628,169 @ sout 53, 600 671,8¢0
3 7 MORGAN CRASE 5 €O Common Stock 486258300 210 6,067 33 5018 1,633 A0
JACUIEY BRANDS I Cocmon Stock 469883108 2,779 2,231, M¢ 2 8018 1,623,300 608,188
JO~AXN SYCRES T1MC Conmon Stock 477SEP3DT  14,34) 24 seiz 380,300 152,83¢
JORNSOR 4 JOHNSON Comon Steck 478180104 2,128 31,646 an so1x 31,648
JOHNSOW CONTROLS IwC Cocmon Btock (78366107 12,301 231,360 88 sOLE 163,400 67,960
KANSAR CITY STRKM INDS IWC Cocmon Jtock (85170302 14,407 782,196 am sowx 820,700 223,438
KEYWOTR SYATEXS INC Common Stock 493308300 14,051 1,103,774 8B sows 016,300 367,274
KIMBERLY CLARK CoAF Comson Stock (94360103 8,643 146,700 a8 so1 €4,000 12,630
TA-2-BOY 1IN Comon 8tock 305336107 9,032 648,419 8B 800K 462,100 186,316
LABOMTORY CONP OF Common Stock 30540R408 21,100 230,200 8B S0LE 159,400 %, 800
LEAR CORP Comnon Stock 521068108 5,118 118,300 98 soL8 133,700 1,600
LEAFFROG ENTERPATSES ISC  Canmon Stock 32186M106 10,019 62,020 28 oLz 692,000 269,220
LINCOLE KATIONAL CORP Conmon Stock 334107108 9, 669 214,200 38 s018 145,600 80,600
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MACELLAN NEALTR GERVICES  Common Stock 359079207 12,280 360,640 4m 018 271,800 1,00
MANITOMOC €O, INC Common Stock 361571106 22,438 555,530 88 soLr 395,400 160,130
KAXTOR CORP Cammon Stock 377728208 23,632 4,329,241 83 s0LE 3,037,500 1,298,741
MAXWELL TICENGLOGIES INC  Comaon Stock 377767106 2,39 260,925 B2 5013 186, 300 110,126
MCXZESCH COAP Compon Stock 38153Q103 19,258 211,200 S8 50l 249,700 263,500
MEADWESTVACO CORP Common Stock 503334107 16,418 918,972 88 oL ' 321,800 194,172
HEDTRONIC TNC COM Common Stock 305053106 219 4,300 88 5018 4,200
HITACRON TMC Comon Stock  3HE708103 8,152 2,017,140 s s018 2,023,856 93, 52¢
MILLIPCRE CORP Comnon Stock 601073109 3,187 73,443 8B 3018 4,000 9,443
MOLSOW COORS BREWING CO Cemnon Stock 60871R209 32,818 126,326 S8 s0L8 308,983 120,543
MOSAIC €0 Comnon Stock  61943M107 $, 608 5¢3,18 88 soL8 394,413 168,778
MOTOROLA Common Stock 620076108 3,012 234,645 88 5018 73,708 180, 348
MYRIAD GENITICS I¥C Common Btock 628330104 6,113 . 332,507 8B 30LE 244,100 &8,407
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MATIONAL OILNELL VARCO Comson Stock 637071104 13,407 244,259 3B 018 173,510 70,749
RAVISTAR IWTL Common Stock 639345108 37,853 1,017,844 58 so13 621,661 395,202
WEMALLIAMCE BANCSEARES Coemon Stock 680403102 4, 99¢ 499,700 an soLs 307,800 188,800
HOXIA OCRP - SPOM ADR Cempon Atock 654902204 10,072 704,600 31 01 208,700 484,800
RONTEL RTIWCRAS COXP Common Stock 656365102 ki) 103,363 3B soLz 10),56)
UORTE FORR Compor: Jrock 639424108 15,500 561,698 3 $0L% 420,020 140,078
OFriCE MAX INC Comebn Btoek 67622101 8,506 253,900 82 soLE 168,300 8%, 000
OITCARE TWC Compot 8tock CBX’MIUI} 12,989 365,560 am wie 224,560 141,000
ORBITAL SCIENCIE CORF Corpmon Stock 603544106 7,736 799,144 21 BOLE 510, 500 220, 644
W GO0y Common Btock €9344M101] 5,034 158,000 82 . s0LR 143,900 14, 500
PACTIV CORPORAZION Compmon Btocx 695257108 (72271 270,500 Bp 8OLT 21,500 48,400
PALL CORP Compon Stock 696429307 3,020 1,143,013 88 8013 813,400 333,41)
PARZIRL TWTEMMATIONAL Compon Btock 695442107 12,012 511,167 82 soLe 366,378 144,792
PATEMARR STORES INC Cozpen Stock Wltﬁﬂﬁﬂ 1,864 1,246,295 A 1% 3 226,39 19, %00
FEPSICO IMC. Compnon BEoch 713448108 M 6,800 88 QL8 6,500
PPILXR IC Cospoenr Stock 717081103 12,188 488,513 3B 501 124,976 363,937
FEARMACOPEIA DRUG Coonon Stock 1171!"9!{ 6,266 1,243,205 32 s018 197,329 448,758
PIER 1 INPORTA INC Common Steck 720279100 11,022 648,501 38 8ol 430, 000 197,104
POLO RALPE LAUREN CORP Common Stoch 131572103 19,004 4h4, 680 5B soLR 333,000 183,680
PROCTEL § GANELE CO Coxmon Stock 7427318109 ne 18,400 52 [L2? 2,000 1), 400
GUANTA SERVICES INC Compaon Btock 74762B102) 22,087 2,850,793 88 solg 2,008,200 803,59)
QUANTUM COAP = ELT & Cemmon Stock 747506204 20,18 6,530,081 22 s0LE 4,803,980 2,136,911
RADIOSEACE COR? Coomon Stock 750436103 14,323 581,000 88 . BoLx 190,100 190, 900
RECKSOE ASS0C REALTY Compmon Stock 15621106 188 11,924 5B s0LE 10,000 1,924
AZOBACK WETRORRE IWC Connen !Kpcl 157209%07) 3,199 869,470 81 3018 182,200 247,110
RITE AID CORP Comen Stock 7167754104 L 12,000 &% 8oL 12,000
ROYAL DUTCH PETE 1.28 Compon Stoch 780257804 L3 28 0,176 BA soLx 2,176
RYDER SYSTEM INC Common Stock 781549108 20,810 501,447 88 soLe 387,100 163,707
EBC COMMUWICATIONS IRC, Camen Stock  7E3376103, 1,312 46,951 8E 27 2,374 4,377
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EFRINT CORP (PON GROUP) Common Stock 052061100 br i 14,290 83 0L 1,250 13,148
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T0 BANKNOXTE INC Common Stoch !72)“101} 3ss 11,370 s» 8oLL 8,330 1,040
TIx o038 I . Campaon Stock  $7254010% 25,12 1,020,000 BH S0 543,300 474,700
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CONFIDENTIAL OFFERING MEMORANDUM

THE FUND IS ADMINISTERED AS A CO-MINGLED INVESTMENT ACCOU}
WHICH EACH INVESTOR OWNS AN UNDIVIDED INTEREST. AN INVES
IN THE FUND IS SIMILAR TO HAVING A MANAGED INVESTMENT ACCO

WITH AN INVESTMENT ADVISER. THE UNITS ARE NOT TRANSFERAB

YOU SHOULD READ T‘HE COPY OF THE FUND AGREEMENT INCLUDED
PART OF THIS LEMOWW FOR COMPLETE INFORMATION CONCER
THE RIGHTS AND OBLIG“ATIONS OF THE PARTIES TO THE FUND AGREEN

THE DJG SMALL CAP VALUE FUND

(A Diversified Co-mingled, Investment Account)

Sponsored by
DAVID J. GREENE AND COMPANY, LLC

. |
Securities Offered: Units in the Fund

Minimum Purchase;

Generally, $1,000,000

41299593.02
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NOTICES !

THE UNITS OF THE DIJG, SMALL CAP VALUE FUND (THE “FUND”) OFFERED
PURSUANT TO THIS |CONFIDENTIAL OFFERING MEMORANDUM | (THIS
“MEMORANDUM”) HAVE NOT BEEN RECOMMENDED, APPROVED OR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION, ANY STATE
SECURITIES COMM.ISSION\ OR ANY OTHER REGULATORY AUTHORITY. NO SUCH
COMMISSION OR AUTHORITY HAS PASSED UPON THE ACCURACY OR ADEQUACY
OF THIS MEMORANDUM.

THE UNITS HAVE NOT BEEN REGISTRED UNDER THE SECURITIES ACT
(THE “1933 ACT”) OR APPLICABLE STATE SECURITIES LAWS. THE UNITS MAY
NOT BE RESOLD OR’ TRANSFERRED EXCEPT (1) PURSUANT TO REGIS
UNDER OR EXEMPTION FROM THE 1933 ACT OR APPLICABLE STATE SEC
LAWS AND (2) IN ACCORDANCE WITH THE TERMS OF THIS MEMORANDUM.

THE FUND IS EXEMPT FROM REGISTRATION FROM THE INVESTMENT CO
ACT OF 1940 (THE “COMPANY ACT”), PURSUANT TO SECTION 3(c)(7) THEREOQF.

\ :
INVESTORS MUST BE U.S! PERSONS WHO ARE (1) “ACCREDITED INVESTORS” AS

DEFINED UNDER THE 1933 ACT, (2) “QUALIFIED PURCHASERS” AS DEFINED
UNDER THE COMPANY |ACT, (3) KNOWLEDGEABLE AND EXPERIENCED IN
FINANCIAL AND BUSINESS MATTERS SUCH THAT THEY ARE CAPABLE OF
EVALUATING THE MERITS AND RISKS OF THE ACQUISITION OF UNITS, (4)
WILLING AND ABLE TO BEAR THE ECONOMIC RISKS OF THIS INVESTMENT, AND
(5) SOPHISTICATED INVESTORS WHO ARE ABLE TO BEAR A SUBSTANTIAL OR
COMPLETE LOSS OF THEIR CAPITAL CONTRIBUTIONS. INVESTORS |MUST
ACQUIRE THE UNITS SOLELY FOR THEIR OWN ACCOUNT, FOR INVESTMENT
PURPOSES ONLY AND NOT WITH AN INTENTION OF DISTRIBUTION, TRANSEER OR
RESALE. ‘

THIS MEMORANDUM CONSTITUTES AN OFFER ONLY IF THE NAME OF THE
PROSPECTIVE INVESTOR APPEARS ON THE COVER PAGE AND ONLY IF DELIVERY
OF THIS MEMORANDUM IS AUTHORIZED BY THE FUND. ANY REPRODUCTION OF
THIS MEMORANDUM OR THE DIVULGENCE OF ANY OF ITS CONTENTS, WITHOUT
THE PRIOR WRITTEN CONSENT OF THE FUND, IS PROHIBITED.

\
NO OFFERING LITERATURE OR ADVERTISING SHALL BE EMPLOYED IN THE
' OFFERING OF THE UNITS EXCEPT FOR THIS MEMORANDUM. NO PERSON HAS
BEEN AUTHORIZED TO \‘ MAKE ANY REPRESENTATION OR WARRANTY OR
PROVIDE ANY INFORMATION WITH RESPECT TO THE UNITS EXCEPT THE
INFORMATION CONT AlNED IN THIS MEMORANDUM. NEITHER THE DELIVERY OF
THIS MEMORANDUM NOR ANY SALES MADE HEREUNDER SHALL CREATE AN
IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE MATTERS DISCUSSED
HEREIN SINCE THE DATE HEREOF.

41299593.02
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: . |
SALES TO PERSONS IN FLORIDA ARE BEING MADE IN RELIANCE ON

THIS MEMORANDUM SHOULD NOT BE CONSTRUED AS INVESTMENT, LEGAI
TAX ADVICE. EACH PROSPECT IVE INVESTOR IS URGED TO SEEK INDEPENL
INVESTMENT, LEGAL AND TAX ADVICE CONCERNING INVESTING IN THE FUN

. OR
JENT
{D.

|
THE FUND SHALL MAKE AVAILABLE TO EACH PROSPECTIVE INVESTOR PRIO
THE PURCHASE OF UNITS TI-IE OPPORTUNITY TO ASK QUESTIONS AND RE

TO
IVE

ANSWERS CONCERNING THE OFFERING OF UNITS AND TO OBTAIN ADDITIONAL
INFORMATION, TO THE EXITENT THE FUND POSSESSES SUCH INFORMATION OR

CAN ACQUIRE IT WITHOUT ”UNREASONABLE EFFORT OR EXPENSE.
THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER OR SOLICITATI

IN

ANY STATE OR OTHER JUWSDIWON IN WHICH AN OFFER OR SOLICITATION IS
NOT LAWFUL OR AUTHORIZED OR IN WHICH THE PERSON MAKING SUCH OFFER

OR SOLICITATION IS NOT QHUALIFIED TO DO SO.

|

FOR FLORIDA RESIDENTS ONLY

EXEMPTION FROM REGISTRATION CONTAINED IN SECTION 517.061(11) OF

THE
THE

FLORIDA SECURITIES AND INVESTOR PROTECTION ACT. WHEN SALES ARE MADE
TO FIVE (5) OR MORE PERSONS IN FLORIDA, ANY SUCH SALE IS VOIDABLE BY
THE PURCHASER WITHIN THREE (3) DAYS AFTER (A) THE DATE THE PURCHASER
FIRST TENDERS CONSIDERATION TO THE ISSUER, AN AGENT OF THE ISSUER OR
AN ESCROW AGENT OR (B)|THE DATE THE AVAILABILITY OF THAT PRIVILEGE IS

COMMUNICATED TO SUCH PURCHASER, WHICHEVER OCCURS LATER

41700<02 M |
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SUMMARY

The following summary is intended to highlight certain information contained in the body of
this Memorandum and is mtended for reference only. You should read the entire Memorandum
including the Exhibits and App‘endlx I attached hereto carefully before determining whether|invest in
the Fund. Defined terms not|defined when first used are defined under the applicable headings

below.

The Fund

Sponsor

Investment Objective

THE FUND

The DJG Small Cap Value Fund is a diversified co-
mingled investment account. The Fund was|formed on
July 9, 1997. The principals of the Sponsor, through
an investment partnership, made an initial investment
of $500,000 and may make further investments as
additional outside funding is received. Certain
principals of the Sponsor have also made| individual
investments in the Fund. The aggregate amount of
such investments is appro:umately 3% of the assets of
the Fund.

David J. Greene and Company, LLC (the ‘{Sponsor”,
“we” or “us”), 599 Lexington Avenue, 12th Floor,
New York, New York 10022, 212-371-4200. The
Sponsor is registered as an investment adviser under
the Investment Advisers Act of 1940, as amended (the
“Advisers Act™).

The Fund’s investment objective is to achieve long-
term capital appreciation by applying our long-beld
value disciplines to the small capitalizati '

focuses on small capitalization securities.
anticipate that the average weigh

index. We seek to identify companies that we believe
are selling at significant discounts to their intrinsic

* Defined as securities of companies with total equity market capitalizations between $100 million
and $4 billion at the time of purchase, though the Fund may, from time to time, invest in public

companies with somewhat larger or smaller total equity market capitalizations.

417005071 M




Investments

Investment Selection Process

41290%03.2

"Event-driven stocks include those rela

values where managements’ game plans will

lead to

narrowing of the price/value gap. Intrinsic yalue is

based on our evaluation of fundamentals such

as cash

fiow, free cash flow generation, returns on invested

capital, and hidden asset value (i.e., franchise v

alue).

There can, of course, be no assurance that the

foregoing investment objective will be met.

To meet its objective, the Fund may purchase listed
common. and preferred stocks and fixed |income
securities listed on a national securities exchange or
the NASDAQ National Market, including certificates
of deposit, ADRs, commercial paper, fixed-income

government and other non-convertible debt
anid securities of companies in bankruptcy,

* securities which are convertible into equity securities,

urities
d may

purchase puts and write covered call options. In
addition, the Fund may invest in “risk a{rbitrage

positions,” which include securities that may

become

exchangeable for cash or other securities as a result of
the issuer being an announced candidate for a merger,
acquisition, restructuring or similar transaction, or
securities the issuer of which has been the subject of a
filing on Schedule 13D under the Securities Exchange
Act of 1934 (the *“1934 Act”) (collectively,

“Securities”).

The Sponsor employs a systematic process of
identifying small capitalization public companjes. As
a starting point, we screen for generally overlooked
value indicators. Once attractive investment
candidates are identified, intensive boftom-up
fundamental research begins, including examination

management and evaluations of competitors.
the process, we also seek to identify even
stocks selling at discounts to their intrinsic

of financial statements, meetings with: cImpany

During
driven
values,
to

significant corporate restructurings or the occurrence

of other major non-operating events, such as

major

management changes, substantial share repurchases,

spin-offs, split-ups and liquidations.

Dividends and interest are not prime considcrallions in

the purchase of Securities, but they are consid
relation to the total expected return of the invest

ered in
ment.




Investment Restrictions
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The Fund will pot:

purchase or sell real estate or interests

in real

estate, (but may purchase marketable Securities
of companies holding real estate or interests in

real estate);

make loans, except by the purchase of ajportion
of an issue of bonds, debentures or other debt

Securities;

borrow money, purchase Securities on margin or

engage in repurchase transactions;

sell any equity or debt Securities short;

without the prior approval of the Sponsor’s

Investment Committee, invest more than

the Fund’s Net Asset Value (as defined|below)

(at the time of purchase) in the Securities
one issuer;

acquire interests in any equity securities
partnerships, limited liability companies

of any

of any
or any

other entities classified as partnerships for

income tax purposes;

invest in Securities of any company
defined contribution plan is an investor,

whose
in the

Fund unless the Plan’s governing instrument
contains a specific authorization for such an-

investment;

purchase or sell commodities or commodity
contracts, although the Fund may purchase
marketable Securities of companies holding

commodities or commodity contracts;

invest in options (except the Fund may pu

rc_hase

puts and write call options against Securities

held in its portfolio);

invest in Securities of a foreign issuer,
they are directly listed on a national s
exchange or NASDAQ, or otherwise li
ADRs;

unless
curity
ed as

invest in initial or secondary public offerings

which trade at a premium when seco

ndary

5% of



Risk Factors

Securities Offered

The Offering

Minimum Subscription
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market trading begins (so-called “hot
or

issues™);

- invest in unregistered “restricted” Securities or

in private placements.

The foregoing are the only investment restrictions on

the Fund.

An investment in the Fund is very s;;eculztive and

could involve the following risks to you:

- Loss of your investment and certain conflicts of

interest. See the sections titled “Risk

Factors”

and “Conflicts Of Interest” for a more detailed

discussion.

- Liquidity will be limited because of transfer
restrictions and because of the absence of any

market for the Units.

- You will have no control over the Fund’s

business.

- Your annual tax liability for any taxable income

from your investment will likely exc
distributions to you from the Fund.

THE OFFERING

Units in the Fund (“Units") are being o
Eligible Investors pursuant to a private p
exemption under Regulation D of the Secus
of 1933 (the “1933 Act™).

eed cash

ffered to
Jlacement
ities Act

Units are being offered on the first day of each month
at a price per Unit based on the Net Asset eL’salue (as

defined below) of the Fund at the last busin
the preceding month. We reserve the right

day of
to admit

investors at other times. See “Administration of the

Fund.”

Units in the Fund are being offered only
Sponsor. No selling fees or commissions
charged.

- The minimum initial subscription is $1
for new subscribers.

r by the
will be

,000,000
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Eligible Investors

Offering Limitations

Subscription Procedure

41209593 .12

categories:

- Lesser subscription amounts may be
subject to approval of the Sponsor.

#ccépted

- Any initial or additional subscriptions may be

accepted or rejected in whole or in p

in the

sole and absolute discretion of the Sponsor.

“Eligible Investors” are required to
persons” (as defined in the Subscription Ag
and must qualify both as “qualified purchase;
the Investment Company Act of 1940, as
(the “1940 Act”) and as *“accredited investo)
the 1933 Act and come within one of the

- state and Jocal pension funds; private
profit sharing and stock bonus trusts,
jointly administered multi-employer
funds (the “Plans’™), that are exen
federal income taxation under section
the Internal Revenue Code of 1986, as
(the “Code™);

“U.S.
reement)
rs” under
amended
rs” under
following

pension,
including
pension
npt from
S01(a) of
amended

that are

- other entities, such as foundations, eihacadona]

institutions and medical organization

exempt from federal income taxation under

section 501(c)(3) of the Code;

- Individual Retirement Funds (as defin
“ERISA Considerations™);

- government plans; and

- individual investors.

ed under

Also, certain of our “knowledgeable employees” will
be eligible to invest in the Fund even though they do

not meet the qualified purchaser requirements.

The number of investors in the Fund will be

imited to

100 in order to assure that the Fund will satisfy the
safe harbor for avoiding publicly traded status set

forth in Treas. Reg. § 1.7704-1(h) and
excepted from registration as an investment
under Section 3(c)(1) of the 1940 Act.

In order to purchase a Unit, you must:

will be
company

- complete, execute and deliver to us two ropies of

5
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Fees and Expenses Payable‘
by the Fund

Custodian

Brokerage
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DMINISTRATION OF THE FUND

the Subscription Agreement, together with such

other supplementary documents as we
and

request;

- pay the full amount of your subscription by check
or wire transfer or as otherwise provided in
accordance with the instructions |in the

- Subscription Agreement.

Fund Management Fee. The Sponsor receives a
Fund Management Fee, payable monthly, equal to the
following percent per annum of the Fund’s Net Asset

Value:

.85% on the first $50,000,000 of assets, =
.80% on the next $25,000,000 of assets;'and
.75% on the assets in excess of $75,000,000.

Operating Expenses. The Fund pays all of jts other
expenses, including, brokerage and commission
expenses in connection with transactions executed for

the Fund (including brokerage commissions

payable

~ to the Sponsor at its competitive rate in the event the

Sponsor effects transactions on behalf of the Fund),
charges and expenses of the Fund's lawyers and

accountants, and any Custodian, tax accounti

transfer fees.

Bear Stearns Securities Corp., a registered

ng, and

broker-

dealer, serves as custodian of the assets of the Fund
(the “Custodian™) and as the Fund’s prime broker in
accordance with the terms of various agreements

between the Custodian and the Fund. We re
right, in our sole discretion, to remove the

and/or to replace the Custodian with
custodian and/or prime broker.  Bear
Securities Corp. has acted as the Sponsor
disclosed clearing agent since June, 2000.

The Fund will execute, clear and settle the
transactions with firms that are registered un
1934 Act as broker-dealers, including the Cu
We also may act as a broker on behalf of the
such times as we deem appropriate. '

e the
stodian
another
Stearns

s fully

Fund's
der the

stodian.
Fund at
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Withdrawal of Units

Mandatory Withdrawals

Distributions -

Transferability

Reports

Federal Income Tax
Considerations

Fiscal Year

Auditors
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An investor may redeem all or a portion of itf Units,
without penalty, generally as of the last business day
of any month (“Redemption Valuation Date™) on at
least 30 days’ (60 days’ in the case of a redemption in
kind) prior written notice (“Redemption| Notice™);
provided, however, that no withdrawal,|except a
complete withdrawal, shall be permitted if the partial
withdrawal would result in decreasmg an|investor’s
investment to less than $1,000,000 immediately after
such redemption. We may waive any of the
withdrawal - restrictions, including the |minimum
investment and the day of redemption.

We may direct the redemption, without charge, of all

- or any part of the Units of any investors as of the last

business day of any month upon at least 30 days’ prior

the Units.

reports and all reports.

The Fund will be treated as a partnership for Federal
income tax purposes. You will be required| to report
on your own tax return and pay all applicable income
taxes on your allocable share of the Fundls taxable
income, whether or not any cash distributions are
made to you. You should satisfy yourself as to the
income tax consequences of an investment in the
Fund with specific reference to your own tax situation
by obtaining advice from your own tax counsel before
purchasing each Unit.

The fiscal year of the Fund is the calendar year.

BDO Seidman acts as auditors to the Fund and the
Sponsor.




Legal Counsel

Anti-Money Laundering

semnnsAn mn

Katten Muchin Zavis Rosenman has passed upon
legal matters for the Fund and the Sponsor,

Verification of Subscribers’ Identities and
Subscription Sources. As part of your subscription
and the Fund’s responsibility for the prevention of
money laundering, and to assist in the world-wide
effort to combat terrorism, the Sponsor, on behalf of
itself and the Fund, will require a detailed ven?lcaﬁon
of your identity and the source of the funds for your
payment. The amount of detail required will|depend
on the circumstances of each Subscriber.

By way of example, an individual will be required to
produce a copy of a passport or driver’s license,
together with evidence of his/her address, such as a
utility bill or bank statement and date of birth, Entity
subscribers will be required to produce certified
formation documents and information - on their
directors (or equivalent persons) and beneficial
owners. References also may be requested. ‘

The Sponsor reserves the right to request such
information as it deems necessary to verify your
identity and the source of your subscription payment.
In the event of delay or failure by you to produce any
information required for. verification purpo. the
Sponsor may refuse to accept your Subscription

* Application and all subscription monies relating

thereto, or may refuse to honor a withdrawal jrequest
until proper information has been provided by you.

Suspicious Activities. If the Fund or the Sponsor has
a suspicion that a payment to the Fund (by way of
subscription or otherwise) contains the proceeds of
criminal conduct, or knows or suspects that another
person is engaged in money laundering, that| person
may report such suspicion to the ap
authorities. The Fund, the Sponsor and any
the Fund will not incur any liability for a
the Fund’s responsibilities under its anti:money
laundering program, and will be indemnified by the
Subscriber for any losses which the Fund| or its
principals or agents may incur for doing so.

Prohibited Investors. If the Fund determines that any
investor is a Prohibited Investor as defined in
Addendum I to the Subscription Documents, the Fund
may, among other things, freeze that investor’s assets

8




Additional Information

in the Fund and notify appropriate legal authotities.

You are invited to meet with us for @a further
explanation of .the terms and conditions of this
offering of Units and to obtain any additional
information necessary to verify the information
contained herein, to the extent we possess such

371-4200; facsimile 212-750-4331; or e-mail at:
cmoore@djgreene.com.




RISK FACTORS

The identification of attractive investment opportunities is difficult and involves a
significant degree of uncertainty. Returns generated from the Fund’s activities may not
adequately compensate you for the business and ﬁnancml risks assumed. The Fundmﬁdl be
subject to those market risks cammon to funds investing in all types of Securities, including
the prospect that prices of the securities in which the Fund will invest may be volatile.
Subscribers should consider thHe Jollowing risks before investing in the Fund.

Small Capitalization Securities

The Fund's Net Asset Walue will fluctuate based on the market value of its portfolio

A posmons Smaller capltahzauon 1ssues may be more volatile than the securities of| larger

and d15posmon of Securities.

Smaller capnahzanon stocks as a group may not respond to general market rallies or
downturns as much as larger Hc:ap:talxzanon issues due to, among other things, (1) a lack of
diversification in the busmess‘ activities, (2) limited product lines, (3) markets or financial
resources of smaller capltahzat‘wn companies, and (4) correspondingly greater susceptibili

changes in their business cycles‘;

Limited Investment History \

The Fund ha.§ a limited Loperating history. There can be no assurance that the Fund will
achieve its objectives or provxde a return to subscribers. Though we have prior experience in
managing investment adwsory accounts, there can be no assurance that the Fund's|future
performance will be similar to t‘he Fund’s or our past performance.
Put and Call Options J\
The seller (writer) of a” covered call option (i.e., the writer has a long position jin the
underlying security) assumes the risk of a decline in the market price of the underlying security

" to a level below the purchase pnce of the underlying secunty, less the premium received pn the

call option. The writer of a covered call option also gives up the opportunity for gain on the
underlying security above the exerc1se price of the call. The buyer of a put option assumes the
risk of ]losmg the prermum it pmd to purchase the option. The loss on the put option is offset, in
whole or in part, by any gain in the market price of the underlying security.

Risk Arbitrage Transactions

Securities may be purch‘ased at prices below the anticipated value of the cash, securities
or other consideration to be paid or exchanged for such Securities in a proposed merger,

10
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exchange offer, tender offer or other similar transaction. If the proposed merger, cxchange loffer,
tender offer or other similar transaction later appears likely not to be consummated or in fact is
not consummated or is delayed, hthe market price of the Securities may decline and result in
losses to the Fund if such Secunues are sold, transferred or exchanged for Securities or cash, the
value of which is less than the purchase price.

Indemniﬁcation of the Sponsor

The Sponsor, together with its members, principals, affiliates, officers and emplo
w1ll not be liable, responsxble or accountable in da.mages or otherwxse to the Fund or any

except when such action' or faﬂure to act constitutes negligence, gross negligence,
wxllful m1sconduct The will be mdemmﬁed by the Fund for any loss or expense suffe

duties including, without l1m1tat10n. any judgment, settlement, reasonable attorneys’ fi
" other costs or expenses incurred i m connection with the defense of any actual or threatened
or procecdmg, provided, however, that such indemnity shall be payable only if the indemnitee
acted in good faith and in a manner it reasonably believed to be in, or not opposed to, the| best
interests of the Fund and the investors.

" CONFLICTS OF INTEREST

The Sponsor, and its principals, have in the past and may in the future act as sponsors of
other funds engaged in trading S”ecurities. or trade Securities on a discretionary basis for other
clients. There is no restriction on the Sponsor, or on its members, principals, affiliates, officers
or employees, with respect to purchasmg or selling any Securities for their own accounts ar for
the account of any other chent (advisory or otherwise) prior to, simultaneously with, or
subsequent to any purchase or sale for the Fund, and there is no obligation to purchase or sell for
the Fund any Security which the Sponsor, or its members, principals, affiliates, officers or
employees, may purchase or sell for their own accounts or for the accounts for any other clients.

In addition, the purchase of a Se%mty for the Fund does not preclude subsequent purchases of

such Security for any investor’s}individual]y-managed account with the Sponsor, should such
Security be approved for the investor by its Investment Committee. Accordingly, the Sponsor,
together with its principals may be making securities trading decisions for accounts other than
the Fund’s during the same period that it is managing the Fund’s investments. In connection
therewith, the Sponsor may use ithe same or different information and trading strategies as it
utilizes in the performance of services for the Fund. It is likely that orders of the Fund may be
executed in conjunction with orders for the accounts of other funds and clients managed by the
Sponsor. The Sponsor and its principals will endeavor to achieve equitable treatment of all
accounts (commensurate with size, investment objective and timing differences among such

11
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| o
accounts) and to avoid any coxlﬂlcts with regard thereto. Further, the Sponsor may ac

t as a

broker on behalf of the Fund at such times as the Sponsor deems appropriate. This may cause a
potential conflict of interest between the Sponsor’s duty to seek best execution of the Fund’s

brokerage transactions and its desire to allocate transactions to itself.

REGULATORY MATTERS

The Fund is intended to be substantially free of the regulatory and administrative burdens
of a public mutual fund (e.g., various securities law filings will be eliminated, and the

confidentiality of the Fund and the investors will be preserved). However, as the Fund

be available to shareholders of aH registered investment company or a pubhc company will
available to the investors in the’Fund Similarly, neither the proxy provisions nor the pe
reporting requu'ements provided for under the federal securities laws will be applicable
Fund. The Sponsor is, nevertheless subject to the anti-fraud provisions of the federal sec|
laws.

ill not

. be registered under either the 1940 Act or the 1933 Act, certain protections that would otherwise

not be
riodic
to the
urities

SPONSOR

The Sponsor’s predecessH()r in interest was established in 1952. The Sponsor is re
as an investment adviser under tl]xe Investment Advisers Act of 1940, as amended and is a m

istered
mber

of the NASD, Inc. (“NASD") with approximately $2 billion under management. The Sponsor

has eleven principals and a staff|of approximately twenty professional and support persons,

all of

whom devote their full time to the business. The Sponsor views the Fund as a worthwhile

adjunct to the investment advisory services it presently provides.

Set forth below is a bnef description of the education and business background of the
principals who serve as the mmagers of the Fund as well as the principals serving on the

Investment Committee:

Fund Managers

Michael C. Greene. Mr. Greene is Chief Executive Officer and Chief Investment
Officer of the Sponsor and is a member of the Investment and Executive Committees. He began

his investment career at Drexel\Bumham Lambert, where he gained substantial experien
fundamental analysis of companies, as well as perspective on the investment philosophi

H
|- 12
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needs of institutional clients. He joined the Sponsor as a research analyst in 1983, and
principal of the Sponsor in 1988 From 1995-1998, Mr. Greene served as Co-Chlef ecutive '

a BA Degree in Economics and earned an MBA in finance from New York University
School of Business. H

Benjamin H. Nahum.\ Mr. Nahum is a principal and Executive Vice President of the
Sponsor. He joined the firm in 1991 as a Senior Research Analyst and became a principal of the -
Sponsor in 1992. Prior'to Jommg the Sponsor, Mr. Nahum spent eight years as an analyst and
trader with R. Lewis Inc. and MKI Securities. Mr. Nahum holds a B.A. from Clark University
and a JD from Brooklyn Law School

|
Investment Committee (In at‘idition to the above Fund Managers)

Alan 1. Greene, Mr. Grecne is Chaxrman of the Investment Committee of the Sponsor
and a member of its Executive rCommlttee He joined the Sponsor as a securities analyst in 1952,

" handling investment reSearch.h ‘account analysis, and portfolio management. Mr. Greene took

over leadership of the Sponsor in 1965 and moved to solidify the firm's focus on providing
institutional investment management services., Under his leadership, the firm’s assets under
management have grown from approxunately $100 million to close over $2 billion. Mr. Greene
holds a B.A. degree from Colg{ate University.

Erwin A. Zeuschner. Mr. Zeuschner is a principal and Senior Vice PresidenL of the
Sponsor in charge of the Investment Advisory Department and a member of the Investment

- Committee. From the outset, hJs more than 30-year career has been focused on investment. He

holds an undergraduate degree in economics and an MBA from New York University. His
investment skills and phﬂosophy were developed at The Chase Manhattan Bank, where he
headed investment research. In 1978, he became Chief Investment Officer of Chase Investors
Management Corp., the bank's money management subsidiary, and Chairman of its Investment
Policy Committee. He joined the Sponsor in 1980 with a strong value philosophy. As one of the
firm’s senior mvestment professmnals, he is actively engaged in research and portfolio
management..
|

The Sponsor will also unhze certain of our own anaJysts and administrative perspnnel to
assist the Fund Managers in ﬂmagng the Fund. The original, in-depth research of the Sponsor
will support the Fund Managers as part of their investment dec1s1on making as will the other

resources of the Sponsor

13




FEES AND EXPENSES PAYABLE BY THE FUND

Fund Management Fee

The Sponsor receives a Fund Management Fee, payable monthly, equal to the following

percent per annum of the Fund’s[Net Asset Value:

.85% on the first $50,000

.80% on the next $25,000,000 of assets; and

~.75% on the assets in excess of $75,000,000.

000 of assets,

“Net Asset Value” means the total assets less the total liabilities of the Fund at any date
accounting in accordance with generally accepted accounting

based upon the accrval basis of|

principles consistently applied to reflect all gains and losses (whether realized or unreali

income and expenses, liabilities|

adjustments as are necessary or advisable in the sole discretion of the Sponsor.

“Valuation of Securiﬁé
Securities shall mean such value
the following:

zed),

and the Valuation of Securities (as defined below), with| such

* for purposes of determining the Net Asset Value of the Fund’s

as the Sponsor may reasonably determine in accordance| with

In determining the value of Securities: Securities that are listed on a national sec

ities

exchange and/or the NASDAQ Nauonal Market and are freely transferable shall be valued at
their last reported composite saJes price used by the pricing service employed by the Cust
on the date of determination, or, m the case of listed options or if no sales occurred on such|day,
at the mean between the last “bid” and “ask” price at the close of business on such |day.

Securities traded over the counter other than on the NASDAQ National Market and whic
freely transferable shall be valued at the mean between the last “bid” and “ask” price.

All values assigned to Securities and other assets by the Sponsor pursuant to
definition shall be final and conch

Operating Expenses

The Fund will pay all of its expenses, including the Fund Management Fee payable ta
Sponsor, brokerage and commissmn expenses in connection with transactions executed for
Fund (including brokerage commissions payable to the Sponsor at its compenuve rate in

41700407 (©

|

(
1sive as to all of the investors.
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event the Sponsor effects transactions on behalf of the Fund), charges and expenses of the Eund’
lawyers and accountants, and any Custodian, layered tax accounting and transfer fees.

BROKERAGE ARRANGEMENTS

The Fund will execufe, clear and settle the Fund’s transactions with firms that are
registered under the 1934 Act as broker-dealers, including the Custodian. The Sponsor alsp may
act as a broker on behalf of the ;} Fund at such times as we deem appropriate. Currently, trades
executed by us will be cleared by Bear Stearns Securities Corp., however, we reserve the right to
clear trades through other clearmg brokers without notice to the investors. In such event, we will

" be subject to the same standard”s as described immediately below, By becoming a party|to the
Fund Agreement, you will be consemmg to our executing transactions on behalf of the [Fund;
provided that those transactions are effected in accordance with Section 11(a) of the 1934 Act
and Rule 11a2-2(T) thereunder ”and with respect to investors that are Plans, in accordance with
the provisions of the Prohrbrted Transaction Exemption No. 86-128. The Fund will not permit
any broker to cross trade with the trades of any individual accounts that are managed. |In no
event will transactions be effected between the Fund and any other individual account we
‘manage. ' ‘ '

In selecting brokers to éxecute transactions, we need not solicit competmvc bids and do
not have an obligation to seek”the lowest available commission cost. It is not our practi

negotiate “execution only” conﬂrmrssron rates, thus, the Fund may be deemed to be pa

arrangements competitive with sumlar situated funds. In making its selection of brokers,
into account the broker 8 rehabrhty, accuracy of recommendations on particular s

consider the va.lue of the follqwmg, either prov:ded by the broker, or paid for by the broker
(either by cash payments or by commissions) to be provided by others (collectively, “Products
and Services”): brokerage (st ch as clearing, order routing, custodial and settlement services,
special executions and block posmomng) and research and research products and services, as
described below.

Research may include, among other things, proprietary research from brokers, which may
be written, oral or on-line. Research products may include, among other things, computers or
terminals, computer databases, financial publications, and quotation equipment, in each case, to
access research or which provic”le research directly. Research services may include, amoniother
things, research concerning ma"rket, economic and financial dz_ita, statistical information, data on
pricing and availability of securities, financial publications, electronic market quotations,
performance measurement services, analyses concerning specific securities, companjes or

15
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sectors, and market, economic and financial studies and forecasts. Research services may|
written or oral form or on-line.

be in

We do not adhere to anyrigid formulas in making the selection of brokers, but weighs a
combination of the preceding criteria. The Fund has no fixed internal brokerage allocation

procedures desxgnanng specific | ‘percentages of brokerage commissions to particular firms.

We

seek best execution in n'ansacuons for the Fund and will direct brokerage to firms providing

Products and Services when they are able to provide best execution. In recognition of the
of Products and Services prowded by a broker, we may effect securities transactions which

value
cause

the Fund to pay the broker an amount of commission in excess of the amount of commission

another broker would have charged.

To the extent we can obt‘mn Products and Services from, or to be paid for by, brokers at a
commission rate which is not l‘ugher than the rate we customarily pay for brokerage services
alone (although we may have to allocate more commission business to brokers who also provide

Products and Services), we may do so. In exchange for the direction of commission dollars to
certain brokers, credits may be generated which may be used by us to pay for the Products and
Services provided by, or paid for by, such brokers. To the extent that such credits are generated

\

or such Products and Servxces‘ are obtained, we and the Fund will be receiving a benefit by

reason of the direction of commissions. All such arrangements will comply with Section
of the 1934 Act.

28(e)

Products and Services may be used by us in servicing some or all of our clients (including

the Fund) and the clients of our affiliates. In addition, some Products and Services m
necessarily be used by the Fund even though its commission dollars provided for the Pr

y not
ucts

and Services. The Fund, therefom may not, in any particular instance, be the direct or indirect

beneficiary of the Products or Services prov1ded.

CUSTODIAN

" Bear Steamns Securities L,orp a registered broker-dealer, serves as custodian of the| assets
of the Fund ( the “Custodtan") and as the Fund’s prime broker in accordance with the terms of

various agreements between the Custodian and the Fund, effective April 2, 2002.
agreements between the Custodian and the Fund authorize and direct the Custodian to accep

The
t into

the Fund’s account any cash add Securities delivered to it by or at our direction on behalf|of the

Fund and to effect transachons involving the Fund’s assets on instruction. Amon
transactions, we may from time to time direct the Custodian to invest cash assets of the

such
d in

short-term investment funds, ncludmg such investment funds created by the Custodian or its
predecessors. We reserve the right, in our sole discretion, to remove the Custodian anc!/or to

replace the Custodian with another custodian.

16
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Under Section 15¢3-3 of
to segregate a customer’s securi
risk of loss of the assets held by
event of a failure of the Custodi
(“SIPC") provides a maximum

the 1934 Act a broker—dealer such as the Custodian is re;
ies. If the Custodian fails to do so, the Fund may be subje
the Custodian in the event of the Custodian’s bankruptcy.

uired
cttoa
In the -

an, the United States Securities Investor Protection Co
of $500,000 of account insurance, only $100,000 of whi

ration
may

be taken in cash. A broker-dealer may also provide account jnsurance in excess of the SIPC

amounts. For example, the Cus
insurance for the Fund. The Cu
for the Fund by unaffiliated
“Brokerage Arrangements.”

broker-dealers. For a more detailed description pl

todian currently provides an unlimited amount of excess account
stodian will also act as the prime broker for transactions handled

€ See

The Custodian has not. participated in the sponsorship of the Fund or the formulation of

the investment policies to-be fo
management of the assets of
Custodian has no duty, obhgatu

advise us or to question our dire

lowed with respect to the Fund by the Sponsor. The inve:
the Fund is our exclusive responsibility. Furthermor
on or intention to review the investment of assets of the Fu
ctions given to it.

stment
e, the
nd, to-

PRIM]

E BROKERAGE ARRANGEMENTS

The Custodian, as a pri

me broker, will, at our direction, enter into agreements tg

transactions for executing brokers (each, an “Executing Broker”). Each Executmg Broke:
carry an account, which will be treated as a broker-dealer credit account in the name
Custodian for the benefit of the Fund. Pursuant to such agreements, the Custodian will
for clearance and settlement trades executed for the Fund by the Executing Brokers. Further, the

Custodian will be responslble

|

) clear
er will
of the

for ensuring that each Fund transaction which it h

ept

not

disaffirmed or given notice of an intention not to clear and settle because of the occurrence of

[

certain events specified in such agreements, will be cleared and settled on behalf of the Fund and
recorded on the Custodian’s books in a cash account.

AD

MINISTRATION OF THE FUND

l
The Fund will be administered as a co-mingled investment account in which
investor owns an undivided mterest An investment in the Fund is similar in various respe
having a managed investment account with an investment adviser. The Fund will file annual

partnership income tax returns,

41299593.02

will provide a Schedule K-1 to each investor in the Fund
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will allocate gains and losses (as determined for income tax purposes) in accordance with the
partnership tax provisions of the Lode See “Certain Tax Considerations.” Investors do not have
the ability to replace the Sponsor, by vote or otherwise, and do not have the ability to change or

modify the Fund’s investment objectives or the Sponsor’s investment selection process.
H
Redemption of Investments in the Fund

An investor may redeem Jal] or a portion of its investment in the Fund, without pe
generally as of the last business day of any month (“Redemption Valuation Date™) on at
30 days’ (60 days’ in the case of a redemption in kind) prior written notice (“Rede
Notice”); provided, however, that no withdrawal, except a complete withdrawal, sh
permitted if the partial” wnhdrawal would result in decreasing an investor’s investment t
than $1,000,000 immediately after such redemption. The Sponsor may waive any ¢
withdrawal restrictions, mc]udmg the minimum investment and the day of redemption.

nalty,

least
tion
be

D less
f the

The Redemption Nonce// must specify the number of Units or dollar amount to be
- redeemed and the manner in wluch the redemption is to be affected (the date of receipt of the
Redemption Notice is referred to as the “Redemption Notice Date™). The Sponsor will, based
on such timely instructions, either (1) transfer (with a valuation as of the Redemption Valuation

Date) to the investor’s own account securities from the Fund’s portfolio reflecting the undi

pro rata interest in the Fund r@presented by the Units to be redeemed (taking into ac
rounding to the nearest round lot with cash adjustments), or (2) redeem (with a valuation

wded
count

as of

the Redemption Valuation Date) the specified number of Units for cash (utilizing the Fund’s

available uninvested cash, if any).
h

Units will be redeemed for cash (by direct payment by the Fund or through an exchange
arrangement upon the written dxrecnon to the Sponsor by all parties to the exchange) unless an

investor requests, in the Redemptxon Notice, that its Units be redeemed in kind. Upon such a
request, an investor will be enur.led to receive its proportionate share of the assets that are held by
the Fund on the applicable Redempnon Valuation Date. Investors seeking payment in kind will
be required to arrange for dehvery of such Securities to a designated holder, such as a registered
broker or sub-custodian. The Fund, through the Custodian, will provide such arrangements at an
investor’s request and expense. ‘An investor may not make any redemptions of all or any part of

its Units in the Fund except as described above,

|

" The Sponsor may direct the redemption, without charge, of all or any part of the Units in

the Fund owned by any or all mvcstors as of the last business day of any month upon at le

t 30

days’ prior written notice for any reason deemed necessary or appropriate by the Sponsor, in its

sole discretion and in accordance with its fiduciary duty to the investors.

18
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ERISA CONSIDERATIONS

The Sponsor may, subject to the limitations below and the other limitations herein, accept
subscriptions from Employee ?eneﬁt Plans subject to ERISA (“ERISA Plans”), from|IRAs,
Keogh Plans which cover only self-employed persons and their spouses and other employee
benefit plans which cover onlyn the owners of a business and which are not subject to ERISA
(collectively, “Indjvidual Retirement Funds”), from government plans, church plans,
plans and any other employee b““eneﬁt plans which are not subject to ERISA (collectxvely,

ERISA Plans") and: from othe”r entities the assets of thch are “plan assets” due to

States Department of Labor (thc “DOL”) provide as a general rule that a ﬁducmry with respect
to a Plan subject to ERISA must dxscharge his duties with respect to the Plan in a prudent
and must consider several factors in determining whether to subscribe for Fund Units|of the
Fund. If a fiduciary with respect to any such Plan acts imprudently with regard to subscribing
for Fund Units of the Fund, the wﬁducxary may be held personally liable for losses incurred| by the.
Plan as a result of such imprudence. Among the factors that should be considered are|(i) the
diversification and liquidity of the Plan’s portfolio; (ii) the potential returns on the proposed
investment taking into account the risk of loss and opportunity for gain; (iii) the place the
proposed investment would occupy in the Plan’s portfolio taken as a whole; and (iv) whether the
proposed investment is penmtted under the documents and instruments governing the Plan,

The acceptance of a s1”.1bscnpuon by the Sponsor from a Plan does not co:
representation or judgment by|the Fund or the Sponsor that an investment in the Fun
appropriate investment for that entity or that such an investment meets the legal requirements
apphcab]e to such entity. Those considering the purchase of Fund Units on behalf of (a Plan
remain responsible for the Plan u ’s compliance with the legal requuements applicable to such
entity. If the purchase of Fund Units is not prohibited under the govermng documents| of the
entity or otherwise, the Plan fi duc:ary who decides to do so or who is instructed to do so can
subscribe for Fund Umts |

Plan Assets }

Depending upon the rell:mve Net Asset Value of Fund Units purchased by Plans, relative
to purchases by other investors, | the underlying assets of the Fund may be considered to be assets
of the Plans investing in the Fund for regulatory compliance purposes. Under DOL regulations,
when an ERISA Plan, Indmd‘ual Retirement Fund or Plan Assets Entity acquires an equity
interest in an entity such as the‘ Fund, which interest is not a publicly offered security, as is the
case with the Fund Units, the underlymg assets of the entity will not be deemed “plan assets” if

the “25% Ownership meanon” is met. The 25% Ownership Limitation will be met if less than
19
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25% of the aggregate equity interests in each class of equity of the entity are held by |Plans
(excluding equity interests held by any person with discretionary authority or control with
respect to the entity, or affiliates of any such person). If the 25% Ownership Limitation is not
met and Plans own Fund Units rc.presentmg 25% or more of the aggregate Net Asset Value|of all
Fund Units (excluding any Fund Units held by the Sponsor or any of its affiliates), the
underlying assets of the Fund \{wﬂl constitute “plan assets” of the investing ERISA Plans,
Individual Retirement Funds and Plan Assets Entities. The 25% Ownership Limitation is applied

when a person acquires or dxspos”es of an equity interest in an entity.

The Sponsor will, in its sole discretion, determine whether to cause the Fund to comply
with the 25% Ownership Lirmtanon The Fund expects that it will exceed the 25% Ownership
Limitation, and consequently, it is likely that the underlying assets of the Fund will be treated as
ERISA plan assets.

To the extent the assets of the Fund are deemed to be plan assets, the Sponsor will be a
fiduciary with respect to each| Plan subject to ERISA which holds Fund Units. In such
. circumstances, the general prudence and fiduciary responsibility provisions of ERISA will be
applicable to the Sponsor with| respect to each investment made by the Fund, and ceértain
transactions entered into by the|Fund may be prohibited transactions. In the event that any
transaction would or might const‘}mte a prohxbned transaction under ERISA or the Code and no
exemption for such transaction or transactions is readily available, the Sponsor reserves the right,
upon notice to, but without the Hconsent of, any investor, mandatorily to redeem any investor
which is an ERISA Plan, Indiv:d1\:al Retirement Fund, or Plan Assets Entity.

ERISA Investment Manager | St‘atus

\
Where (i) a fiduciary of a lP]an subject to ERISA is a “named fiduciary,” (ii) the fiduciary
appomts an investment adviser to manage the assets of the Plan, and (iii) the investment adyiser
is a registered investment adv:ser‘ under the Advisers Act (or under similar state law provisjons)
which acknowledges in writing that it is a fiduciary with respect to the Plan, the investment

adviser can meet the reqmrements of an “investment manager” under Section 3(38) of ERISA
and the fiduciary’s liabilities can be partially limited with respect to the investment adviser’s
management of the Plan’s assets.| Thus, while the Plan fiduciary will remain responsible for the
prudence of selecting the investment adviser, and for monitoring the investment adviser’s
actions, the fiduciary need not be ‘responsible for any failure of the investment adviser to comply
“with ERISA’s fiduciary standards or otherwise have any obligation to manage or invest|any
assets which are subject to the m;;anagement of the adviser (unless the Plan fiduciary has actual
. knowledge of a breach of the investment adviser’s fiduciary duties). In connection with the
offering of the Fund Units, to the extent the Fund’s assets are ERISA plan assets, the Plan
fiduciary will have appointed the Sponsor as an investment adviser of the Plan’s undivided
interest in the Fund. However, if the Sponsor is not appointed as an ERISA investment manager,
including if any of the condmons described above are not satisfied, the fiduciary of a Plan
subject to ERISA will be responsxb]e for both the selection and monitoring of the Sponsor as
well as the Sponsor’s compliance ‘thh the fiduciary standards and prohibited transaction rules of

ERISA and the related provisions of the Code.

\\ 20
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In the event of a breach of ERISA or the Code, a fiduciary of a Plan subject to ERISA
can be personally liable for losses incurred by the Plan resulting from the fiduciary’s breach of
fiduciary duties (including lost )proﬁts) and a civil penalty imposed by the DOL, as well as
significant excise taxes and other negative consequences.

Management of the Fund

As a fiduciary under ERISA, the Sponsor will be subject to ERISA’s prohibited
transaction provisions .(and the \’generally mirror provisions of Section 4975 of the Co
connection with the management of the Fund. Thus, unless an exception or exemption applies,
the Sponsor is prohibited from Eal]owmg the Fund to engage in any transaction (including the
buying or selhng of securities. or other property or any extension of credit) which it kn or
should know- is with a “party in interest,” regardless of the reasonableness or fairness of the
trapsaction. As a general matter, this would require the Sponsor to determine whether each
transaction involving the assets of the Fund would give rise to a non-exempt prohibited
transaction under ERISA. Wht]e blind open market trades should not cause prohxbxt transaction

* concerns, investments in other ‘mvestment entities will need to be considered in light of the
available exemptions. A party p interest, for these purposes, includes, without limitation: any
fiduciary, administrator or servxce provider of any of the Plans or the Fund; an employer whose
employees are covered by any o”f the Plans; and a union any of whose members are covered by
any of the Plans. In addition, certam affiliates of the foregoing entities are also classified as
parties in interest. ‘

One available exempn”on might include the Department of Labor’s Prohibited
Transaction Class Exemption 81?‘-14 (“PTCE 84-14"). Under PTCE 84-14, transactions eatered
into by the Sponsor involving unrelated parties in interest will be exempt, if the conditions of the
exemption are met. Certain sxgmﬁcant conditions of PTCE 84-14 include: (i) the Sponsor must
be a “qualified professional asset manager” as defined in Part V(a) of PTCE 84-14 (which the
Sponsor expects that it will be). (ii) the party in interest must not be the Sponsor or any|of its

|

affiliates, or any person that has or has exercised, the authority to appoint or terminate the
Sponsor as a fiduciary over the p]a.n § assets or any person that exercises ﬁdumary authority in

connection with the plan’s dec:s:on to invest in, or maintain its investments in, the Fund, The
result of these conditions are that the Sponsor will need to obtain representations, warranties and
covenants from Plans that are subject to ERISA or the Prohibited Transaction provisions of the

I

Code to facilitate compliance with these conditions.

Another available exerqption might include the Department of Labor’s Prohibited
Transaction Class Exemption 86-128 (“PTCE 86-128"). PTCE 86-128 permits the Sponsor to
act as broker-dealer on behalf of the Fund, if the conditions of the exemption are met. Certain
significant conditions of PTCE “86 128 would include that the Sponsor be a broker-dealer and
that certain additional reporting and disclosure requirements be met.

\

While the Sponsor will l,ndeavor to comply with ERISA’S fiduciary standards and the
prohibited transaction rules, there can be no guarantee that the good faith actions of the Sponsor
will not result in a breach of ﬁdumary duty under ERISA. In this regard, the plan fiduciary is
therefore urged to consult with its own legal counsel conceming these issues. Moreover, there
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~ Sponsor or any of its affiliates would constitute a prohibited use of plan assets.

can be no absolute assurance that the Sponsor will be able to determine whether a nonexempt
prohibited transaction has occurred or might occur.

ERISA Fidelity Bond

The Sponsor will not ;urchase a fidelity bond satisfying the requirements of Section 412
of ERISA with respect to the ‘assets of the Fund owned by ERISA Plans. If you are an ERISA
Plan you must cause the Sponsor to be covered under your bond with respect to assets invested
by you in the Fund.

Additional Fiduciary Consid\erations

Certain prospective Plin investors may currently maintain relationships with the Sponsor
or any of its affiliates undex" which the Sponsor or any such affiliate provides investment
advisory and/or management services to such entity. These relationships may cause the Sponsor

or its affiliates to be deemed to be a fiduciary with respect to such Plan. As a result, an

- investment in the Fund by a Plan for which the Sponsor or any of its affiliates provide

|
mvestment advisory and/or rﬂanagement serv:ces could possibly be interpreted to co

fiduciary, nor will the Sponsor or any affiliate allocate any such assets over which
discretionary control to the wFund Plan fiduciaries should make their own dete
regarding whether any relanonsmp the Plan investor (or its fiduciaries) maintains

Reporting and Disclosure

requirements under ERISA or ‘the Code resulting from an investment in the Fund. A Fo
(Annual Return/Report) is reqmred to be filed by certain Plans investing in the Fund.
to DOL regulations, ERISA Plans investing in the Fund would need to include on the Form
5500 information relating to th‘e fair market value of the Plan’s investment in the Fund as of the
close of the Plan’s fiscal year, and the Plan’s acquisition or disposition of any Fund Units.
Moreover, to the extent the assets of the Fund are treated as plan assets, detailed information
regarding the Fund’s assets and liabilities and even the Fund’s investment transactions may need
to be reported on the Plan’s Form 5500, unless the Sponsor elects to make an alternative filing
directly with the DOL. Presently, the Sponsor intends to make such filing with the DOL! If the .
Plan’s fiscal year differs from the Fund’s fiscal year, the Plan investor may not be able to obtain
valuation information on its Fund Units or on the underlying assets of the Fund as of the last day
of the Plan’s fiscal year. ‘

Special Rules for Individual Retirement Funds

|

Individual Retirement Fund fiduciaries should consider the unique rules applicable to
their Individual Retirement Fund before making an investment in the Fund. Although Indjvidual
Retirement Funds are subject to the prohibited transactJon rules of the Code, Individual

‘ : 22
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Retirement Funds are not subject to ERISA’s fiduciary standards, but may be subj
additional rules and regulations that could impact a decision to invest in the Fund. For exai

IRAs are subject to special ¢

t to
ple,

custody rules and are prohibited from investing in certain

commingled investments. A violation of these custody rules or a prohibited commingling of the

. | .
assets of an IRA in other than Q common trust fund or common investment fund could re)

ult in

the disqualification of the IRA and a deemed distribution of the IRA’s asses to the benefic ary of

the IRA.

Exempt Plans

Certain Plans may include the assets of governmental plans which are not subject to

ERISA and church plans whxch” often will not be subject to ERISA. Also, the above-d
prohibited transaction prdws:ons do not apply to governmental plans or church plans. Ho
such Plans are subject to prohibitions against certain related-party transactions under Secti

ribed
ever,
n 503

of the Code, which prolubmons operate similar to the above-described prohibited transaction
rules. In addition, the fiducxary of any governmental or church plan must consider applicable

state or local laws, if any, and the restrictions and duties of common law, if any. imposed
such plan before making an investment in the Fund.

|
|

Information Request

upon

The Sponsor reserves the right to request from any investor or potential investor |in the

|

Fund such information as the Sponsor deems necessary to monitor Fund investments relating to

Plans or potential Plan-related compliance concerns.

* * *

Plan fiduciaries that arela‘ prospective investors should consult with their own counsel
concerning the appropriateness of an investment in the Fund, and the consequences under ERISA

|

or other applicable law of an investment in the Fund, including all compensation arrangements.

CERTAXTN INCOME TAX CONSIDERATIONS

The following is a summary of certain Umted States income tax considerations which

may be relevant to you. It is 1mpracnca] to set forth all aspects of Federal, state and local in

come

tax law which may bear uponq an investment in the Fund. The income tax considerations
discussed below are necessarily general and may vary depending upon your particular
circomstances. Therefore, you should consult their own professional tax advisors as to your tax

consequences of this mvestmend
\

The discussion of Federal income tax consequences that follows is based on the In

Revenue Code of 1986, as ahended (the *“Code”), judicial decisions and administr

| 23
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ATax Shelter Regulations; Disclosure

regulations, rulings and practice, all of which are subject to change. The Fund has not sought a
ruling from the Internal Revenue Service (“IRS”) or an opinion of legal counsel as to aiy tax
matters. : ‘

Treatment as “Partnership”

Under current U.S. Treasury Regulauons, the Fund is classified as a partnership for
Federal income tax purposes. The Fund also will be administered so that it should not be
classified as a “publicly traded partnersth" within the meamng of Section 7704(b) of the Code.
Accordingly, the Fund will not b‘e a taxable entity for Federal income tax purposes, but will be
required to file an annual Federal and state partnership information income tax return. |Each
investor will be required to take into account in determiniug his or its income tax liability each
year, his or its proportionate share of the Fund’s income, gain and loss, whether or not any
income is paid out to such mvestor

As promptly as pracncahle after the end of each fiscal year, the Fund will provide each

- investor with a statement mdxcatmg the amounts representing such investor’s share of the Fund’s

net capital gain or loss, dmdends and other relevant information for purposes of enabling
investors to report such amounts : for income tax purposes.

|

The income tax returns of the Fund may be audited, and such an audit could lead|to an
audit of the tax returns of the mvestors Such audits could result in the determination of tax
deficiencies unrelated to the Fund Furthermore, interest paid on tax deficiencies would likely
not be deductible by most investors. '

|
\

Recently finalized Regulatmns directed at abusive tax shelter activity and generally
effective January 1, 2003 apply to transactions not conventionally regarded as tax shelters.

Among other things, the Regulauuons require specified disclosures by certain persons that directly -
or indirectly participate in a reportable transaction,” as defined. A transaction involvi

actual or deemed acquisition of aTn asset generally is a reportable transaction if it generates gross

tax losses (whether or not offset by i income or gams) equal to or greater than certain amounts

arbitrage and derivatives transactions, among others. Accordingly, it is possible that the Fund
may participate in one or more repoxtable transactions. In that event, the Fund would be required
to file an IRS Form 8886 with 1ts tax return (which may increase its risk of being audited) and
maintain a list identifying those investors (if any) that were allocated tax losses from the
reportable transaction(s) equal to‘ or greater than the specified amounts. (The amounts are, for
taxpayers other than C co:poranons, $2 million from one or more reportable transactions in any
taxable year, $4 million from one or more reportable transactions over any six-year period, or
$50,000 of ordinary loss from any foreign currency transaction that is not otherwise excluded
from the application of these rules) An investor that is allocated tax losses from reportable
transactions equal to or greater tha.n the specified amounts must file an IRS Form 8886 with its
own tax return for each year that the investor reports tax losses from the reportable
transaction(s). |

24
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Tax Considerations For Tax-Exempt Investors l

The Fund does not expect to generate any unrelated business taxable income (“UBTT”).
Assuming that no UBT1 is generated, tax-exempt investors will be unable to deduct expenses and
losses of the Fund, even though any such items allocated to them will reduce the Unit Value of
their Units. ' '

Considerations For Investors Not Exempt from Federal Taxation

The Fund will allocate its taxable income, gains and losses among the investors in
accordance with thg'rcquirementf of Section 704(b) qf the Code and the Treasury Regulations
thereunder. Since gain or loss on the Fund’s Securities generally will not be recognized by the
Fund for tax purposes until the HSecurities are sold or disposed of, discrepancies may
between an investor’s economic gain or loss (as reflected in the. Unit Value) and his share of the
gain or loss reported by the Fund ’for tax purposes.

The Fund will utilize a va‘riety of trading strategies that may produce both short-te
long-term capital gain,'as well Has ordinary income. The Fund’s trading strategies
developed with a view to generating income of any particular character.

Under current tax law, a th rate of 35% generally applies to ordinary income and short-
term capital gains of non-corporaﬂ'te taxpayers and a top rate of 15% generally applies to capital
gains from property held for more than 12 months (“long-term gain™). The excess of Fund
capital losses over capital gains is deductible by a non-corporate taxpayer against capital gains
from other sources, plus up to $3“.000 of ordinary income each year. Unused capital losses /may
be carried forward indefinitely by a non-corporate investors, but may not be carried back by such
investor. AS A RESULT OF | THESE LIMITATIONS, AMONG OTHERS DES
HEREIN, AN INDIVIDUAL’S SHARE OF THE FUND’S CAPITAL LOSSES, IF ANY,
NOT MATERIALLY REDUCE HIS FEDERAL INCOME TAX ARISING FROM HIS
ORDINARY INCOME FROM THIS AND OTHER SOURCES.

|

Under Code Section 67, an individual’s miscellaneous itemized deductions for any year,
including his investment expenses other than interest, are deductible in any year for regular
income tax purposes only to the extent that they exceed 2% of his adjusted gross income, and are
not deductible at all for alternative minimum tax purposes. The deductible portion, if any, of
such expenses is further reduceq‘ by an amount equal to the lesser of 3% of an individual’s
adjusted gross income in excess “‘of $100,000 (indexed for inflation) or 80% of an individual’s

~ otherwise allowable miscellaneo%s itemized deductions. Miscellaneous itemized deductions for
these purposes do not include expenses incurred in connection with a trade or business. Unless
the Fund is considered to be c\”*.ngaged in the trade or business of trading Securities, an
individual’s ability to deduct his share of Fund expenses (other than interest) will be limit
described above. This could result in an individual investor’s having to report taxable inco

excess of his economic profits from the Fund.

The Fund will file tax returns reflecting the position that its trading activity is not a
passive activity for purposes of LLfc passive activity loss limitations of Section 469 of the Code.
Accordingly, for most taxable investors, taxable income generated by the Fund’s transactions

25
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will not be permitted to be offs

losses generated by the Fund’s transactions will not be affected by these limitations.

An investor generally w
Securities upon a withdrawal fi
received upon withdrawal from t

Future Tax Legislation

Legislation may be enacted in the future, and Treasury Regulations may be issued,
to transactions entered into prior to the effective date thereof or

could be retroactive with respect

et by passive activity losses from other investments, an

/ill not recognize gain or loss on the receipt of marke
rom the Fund. An investor’s basis in marketable Sec
he Fund generally will equal such investor’s basis in his U

d tax

etable

ities
its.

that

could generally affect the Fund (or an investment therein). There can be no assurance that
changes in the tax law apphcable to this investment will not occur that could adversely affect the

tax treatment of gains, losses and

State and Local Taxes

" In addition to the Federal income tax consequences described above, investors m
‘taxes (No such taxes are anticipated to be payable by the Fund

subject to various state and local

 expenses arising from past or future activities of the Fund,

y be

in New York.) State and local tax laws may differ in various respects from Federal income tax

law, and may impose additional

Prospective investors should consult with their own professional tax advisors concerni

applicability of state and local taxes to an investment in the Fund.

The consequences of an

» * *

nvestment in the Fund may vary depending on your partt

rhrmtahons on the deductibility of various expenses and losses.

the

cular

circumstances. Accordingly, you are urged to consult your own tax advisor with respect to the

effects of this investment on your own tax situation.

PLAN OF DISTRIBUTION

Units in the Fund are offe

commissions will be charged.

Units in the Fund generally are being offered on the first day of each month; prov

red on behalf of the Fund by us, the Sponsor. No selling fe

however, that we reserve the nght to admit investors at other times. Investment funds rece
prior to 1:00 p.m. (New York nme) on any business day will be deposited by us into the Fu
account on that day; investment funds received after 1:00 p.m. (New York time) will b

deposited as of the next succec‘:dmg business day (the date of deposit is referred to Js a
e

Contribution Date). Commencmg on the Contribution Date, funds will be managed by
pursuant to the Fund Agreement, the form of which is annexed hereto as Appendix L
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The number of Units ascribed to each such investor on the Contribution Date

ill be

calculated at a price per Unit bc.SCd on the Net Asset Value of the Fund at the last business day
preceding the Contribution Date (any such last business day is hereinafter referred to as a
“Valuation Date”). The number of Units purchased on the Contribution Date by an investor will
equal such investor’s investment divided by the per Unit value (the “Unit Value”) of the Fund
on the Valuation Date (i.e., theNet Asset Value of the Fund on the Valuation Date, divided by
the aggregate number of Units held by all investors in the Fund, excluding new investars and

redeeming investors, on the Valbation Date).

SUBSCRIPTION PROCEDURE

In order to invest in the Fund, you must (1) complete, execute and deliver two copies of
the Subscription Agreement, to gether with such other supportmg documents as we may request;

and (2) pay the full amount of your subscnphon, by check or wire transfer or otherwise p:
in accordance with the instructions in the Subscription Agreement, to the Sponsor
Lexington Avenue, 12th Floor, New York, New York 10022, Attn: Clarissa Moore,

vided
599

By executing the Subscnpuon Agreement, you will become a party to the Fund
Agreement, which sets forth the terms of your participation in the Fund. The Fund Agreement
generally provides that the operanon of the Fund, and your rights and responsibilities, will be as
described in this Memorandum“. For full information as to the contents of the Fund Agreement,

you should read the Fund Agreement annexed hereto as Appendix L The term of the

|
Agreement is one year, with automatic successive one year renewals, unless you notifj

writing, not less than 30 day”s prior to the commencement of any such extension, g
intention not to renew the Fund Agreement, in which case you will be considered t

requested a redemption of all of your Units for cash.

Fund
Y us in
f your
0 have

REPORTS TO INVESTORS -

The Fund will provide}to each investor a quarterly report setting forth the Fund’s Net
Asset Value, the Unit Value and the number of Units held by such investor. At the end of each
fiscal year, the Fund will provnde to each investor (1) a copy of the Fund’s annual fipancial

statement with respect to such | year audited by BDO Seidman, the Fund’s independent financial
auditors; (2) a copy of Part II of the Sponsor’s Form ADV; and (3) a statement disclosing the
aggregate compensation recelved by the Sponsor in effecting transactions on behalf of the Fund
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on national securities exchanges on which the Sponsor is'a member. In addition, as sdon as
practicable, but no later than 90 days after the end of each fiscal year, the Fund will furnish each
investor with such information as may be necessary to enable the investor to file his fi .deral_ ‘

income tax return and any requlred state income tax return. The Sponsor will provxde cop
each of the foregoing to each subscriber prior to such subscriber’s investing in the Fund,

ies of
The

Fund will also file with the DOL each year an auditor’s report prepared by BDO Seidman as

described in 29 C.F.R. §2550. 103-12.

ADDITIONAL INFORMATION

You are invited to meet with the Sponsor for a further explanation of the te

‘and

conditions of this offering of Units and to obtain any additional information necessary to enfy
the information contained herem to the extent the Sponsor possesses such information or can

acquire it without unreasonable effort or expense. Requests for such information sho

Id be

directed to Clarissa Moore at the Sponsor, telephone 212-371-4200; facsimile 212-750-4331; or

e-mail at; cmoore @djgreene.com.
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: Re: T_he DJG Small Cap Value Fund (the “Fund™)

THE DJG SMALL CAP VALUE
| FUND AGREEMENT

David J. Greene and Company, LLC
The DJG Small Cap Value Fund
599 Lexington Avenue, 12th Floor
New York, New York 10022

Gentlemen:

This letter when executeﬁl by you (the “Sponsor”) will constitute an agreement bet
the Sponsor and the investor; named in the Subscription Agreement (the “Subscri

Agreement”) dated of even date’herethh which is attached hereto as Exhibit A and mad

Appendix I

fween
jption
e part

hereof (the “Investor”) relating to the Investor’s subscription for Units in the Fund, a co-mingled

investment account maintained and managed by the Sponsor. The terms of the operatio

n and

administration of the Fund and the rights and responsibilities of the investors in the Fund are set
forth in the Fund’s Confidential ]\Memorandum dated June 7, 2004 (the “Memorandum”), which
is attached hereto and made part hereof. Capitalized terms used herein and not otherwise defined

shall have the meanings given to[them in the Subscription Agreement and the Memorandum;.

The Investor and the Sponsor hereby agree as follows:

|

1. Redemptions. (a) All or any portion of an Investor’s interest in the Fund may be
redeemed, without penalty, subject to the provisions set forth in the Memorandum under

“Redemption of Investments in tpe Fund.”

()  Upon the reques}t by the Investor for redemption, the Sponsor may,
Investor authorizes the Sponsor, pursuant to the Redempnon Notice to be delivered
Sponsor as described in “Redemption of Investments in the Fund,” to take all such action
be required to effect the redemptﬁon of the Investor’s interest in the Fund.

the
the
may

2. Expenses and Mzinagement Fees. For its services in admlmstcnng and serving as

the investment adviser to the F‘und, the Sponsor shall be entitled to receive directly fro
Fund an annual Fund Managem?nt Fee as described in the Memorandum under “Compens

the

ation

of the Sponsor.” The Fund will bear all expenses described in the Memorandum under

“Expenses of the Fund” and “C&bwnsaﬂoa of the Sponsor.”

41308016.01




l .
3. Investment Objecéi_@_s_. The investment objective of the Fund and the policiek that

will be followed in seeking to meet such objective are set forth in the Memorandum {nder
“Investment Objectives,” “Investment Selection Process” and “Investment Restrictions.”

4, Indemnification; Exculpation. (a) The Sponsor together with its principals,
members, affiliates, officers and employees, will not be liable, responsible or accountable in
damages or otherwise to the Fund or any of the investors for any act or omission performed or
omitted by it in good faith on behalf of the Fund and in a manner reasonably believed by it|to be
within the scope of:the authonty granted to it, except when such action or failure to act
constitutes negligence, gross neghgence fraud or willful misconduct. The Sponsor will be
indemnified by the Fund for any loss or expense suffered or sustained by it as a result of|or in
connection with any act perfoered by it within the scope of its duties including, without
limitation, any judgment, settlernent reasonable attorneys’ fees and other costs or expenses
incurred in connection with the defense of any actual or threatened action or proceedmg,
provided, however, that such mdemmty shall be payable only if the indemnitee acted in|good
faith and in a manner it reasonably believed to be in, or not opposed to, the best interests of the
Fund and the investors. The Spolnsor. at its own cost, may acquire insurance against any liability
relating to the Sponsor’s activities with respect to the Fund.

|

(®)  If the Investor is not a Plan, the Sponsor shall not have any responsxbﬂmeJ with
respect to assets of the Investor other than the Investor’s investment in the Fund and any |other
investment advisory accounts to which the Sponsor is an advxser

|

(c) If the Investor is a Plan, the Sponsor shall not be considered a fiduciary or| have
any other responsnbllmes with respect to assets of the investor other than Investor’s investm

. H
S. Plan Subscribers. |If the Investor is a Plan and if the underlying assets of the

are deemed ‘plan assets” within the meamng of Department of Labor regulatxon 29 CFR 2510.3-

to the assets of the Plan allocated to the Fund and represents and warrants that it is a regi

investment adviser under the 194”0 Act and meets the standards established by the Department of
Labor for a “qualified professional asset manager,” as set forth in Prohibited Transactions Class

Exemption No. 84-14.




6. Sponsor Effected Fund Transactions. The Investor specifically authorizes the
Sponsor to effect transactions on behalf of the Fund as well as to perform investment advxsory
services for the Fund, and the Investor agrees that the Sponsor may retain compensation in
connection with effecting securities transactions for the Fund; provided that those transactions
are effected in accordance with §ect10n 11(a) of the Securities Exchange Act of 1934 and Rule
11a2-2(T) thereunder and, w1th respect to Investors that are Plans, in accordance with the
provisions of Prohibited Transaction Exemption No. 86-128, Fed. Reg. 41686 (November 18,
1986).

7. Non- ass:ggab:hg The Investor’s interest in. the Fund is not transferable or
assignable by the Investor without the prior written consent of the Sponsor

|

8. Term. The term Wof this Agreement shall commence on the date hereof and shall
terminate on the first anniversary of such date; provided, however, that, unless the Sponsor pr the
Investor shall, not less than 30 dFys prior to the expiration of the term hereof, notify the other of
its intention not to renew the term hereof, each shall be deemed to have consented to the renewal
" of this Agreement for a period of one year, and these renewal provisions shall again apply jat the
end of each such one-year penod If the Investor notifies the Sponsor in writing upon at least 30
days’ prior written notice of its mtennon to terminate this Fund Agreement, the Investor will be

considered to have requested a redemthon of all of its interest in the Fund for cash.

| v
9. The Custodian. The Investor hereby ratifies the appointment of Bear S

Securities Corp. (the “Custodxan]’) as custodian and prime broker of the Fund pursuant to various
agreements arnong the Custodxan, the Fund and the Sponsor, and hereby authorizes the Sponsor
to enter into with the Custodlan, on behalf of the Fund, such other usual and customary
agreements regarding the Custodxan s handling of the Fund’s assets as the Sponsor shall deem
necessary and appropriate. The Fustodxan shall not be subject to any liability of the Investor, the
Sponsor, or to any other person, firm or organization (including beneficiaries of any Plan or
trust) for any investment made J:[;lt the direction of the Sponsor or for any loss or diminution of
assets of the Fund resulting from any action taken or omitted by the Sponsor or the Custodian at
the direction of the Sponsor. The Custodian has not participated in the sponsorship of the Fund
or the formulation of the mvesﬁment policies to be followed with respect to the Fund by the
Sponsor. The investment management of the assets of the Fund is the exclusive responsibility of
the Sponsor. Further, the Custodlan has no duty, obligation or intention to review the investment
of assets of the Fund, to advise tlﬂ:e Sponsor or to question directions given to it by the Sponsor.

10.  Miscellaneous. (ﬁ) The Sponsor may act as investment adviser to other persons,
firms or corporations, including commingled investment pools or entities similar to the Fun

(b)  Neither this FundAgreement nor the Sponsor’s management of the Fund shall be
assigned (as defined in the 1940 Act) by the Sponsor without the consent of the Investor.

[

(¢)  The Sponsor may‘l retain appropriate professional advisors, including accountants

and legal counsel, and is hereby‘ authorized to accept their findings and conclusions, including,
but not limited to, conclusions concerning the valuation of the assets of the Fund and allocations
of gains and losses to the respective Investor, and shall incur no liability for so doing.
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(d) Al notices required or pcrmitted pursuant to this Agreement shall be in c;jﬁting
and shall be addressed to the parties at their addresses set forth herein, or at such other address as
either party shall so specify.

(¢)  The section headings in this Agreement are for convenience only and sh
given no effect in construing or interpreting the provisions of this Agreement.

1)) This Agreement consntutes the entire agreement between the parties with respect
to the subject matter hereof. The provisions of this Agreement may not be modified or waived
except by written agreement executcd by the party to be bound thereby.

(g) Except as othermse prov1ded in Section 514 of ERISA, this Fund Agreement
shall be governed by and construed in accordance with the internal laws of the State of New
York (without giving effect to the conflict of laws principles thereof) applicable to con
transactions and obligations entered into, and to be wholly performed, in the State of New York.

()  The parties agree that any action or proceedmg arising, directly, indirectly or
otherwise, in connection with, out of, related to, or from, this Fund Agreement, any breach
hereof, or any transaction covered‘ hereby, shall be resolved, whether by arbitration or othe
within the State of New York. Ac cordmgly, the parties consent and submit to the Junsdxcu n of

any such action or proceeding brought by either party to enforce any right, assert any clai
obtain any relief whatsoever in c\annectlon with this Fund Agreement shall be commenc

such party exclusively within the S '~' tate of New York.
Very truly yours,
INVESTOR

David J. Greene and Company, LLC,
as attorney-in-fact

By:
Name:
Title:
. AGREED TO:
DAVID J. GREENE AND COMPANY, LLC
as Sponsor of the Fund
By:
Name:
Title:
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September 26, 2005

Via Fed Ex — 8507 6417 9507

U.S. Securities and Exchange Commission
Division of Corporation Finance
Office of Chief Counsel

100 F Street, NE

Washington, DC 20549-3010

Re:  Pall Corporation
Incoming letter dated July 26, 2005

Dear Sirs: \‘

David J. Greene and Company, LLC (“Greene”) respectfully requests reconsideration o
your decision dated September 20, 2005, which granted the no-action request submitted by the
Pall Corporation (“Pall”) in its letter, to the Commission dated July 26, 2005 (the “September 201"
letter ). For the reasons set forth be ow, Greene believes the Staff erred in finding that Greene
“appears to have failed to supply support sufficiently evidencing that it satisfied the minimum
ownership requirement continuously| for the one-year period as of the date it submitted the

proposal”.

Contrary to the conclusion rcached in the September 20™ letter, Pall has been, and is no
well aware of Greene’s status as a shareholder and Greene has submitted clear and unequivocal
evidence of its continuous ownershlp of Pall stock for the requisite one-year period. Although
the September 20" letter does not 1nd1cate the basis for the Staff’s conclusion, since our initial
letter to Pall setting forth the proposeg shareholder resolution was both timely and contained the
requisite representations, we can only surmise that the reason the no-action request was granted
was some confusion or rmsunderstandmg as to whether Greene and that certain co-mingled
account known as “the DJG Small Cap Fund”, were, for 14a-8(b) purposes, one and the same
(hereinafter the DJG Small Cap Fund lls referred to as the “Fund”).

As you know, this matter began with a letter from Greene to Pall dated June 7, 2005
containing a simple shareholder propousal calling for the annual election of directors (the
“Proposal™). Thereafter, notw1thstandmg Pall’s familiarity with Greene and its holdings, in
presenting its no-action request to the “Cornrmsswn Pall took the disingenuous position that
Greene had not provided satisfactory evidence that it was a “record holder” of Pall shares so as
to be eligible to submit the Proposal. In opposing Pall’s no action request, Greene submitted the

following documentation:




David J.Greene and Compamy

. A letter dated June {7, 2005, signed by me on behalf of Greene stating that Greene
had been a shareholder for more than one year, had held more than $2,000 wo
of Pall stock contmuously since April 2004, and confirming our intent to maintain
ownership of the requxred number of shares through the date of the next annual
shareholders meetmg That letter further confirmed that Greene intended to be
present at the 2005 annual meeting to present the Proposal. (For ease of review,|a
copy of the letter dated June 7, 2005 is annexed as Exhibit A)
\
. A letter dated June ?LO 2005, signed by me on behalf of both Greene and the Fund
confirming that the Fund owned securities of Pall having a market value of mor
than $2,000 and had]\continuously held such shares for more than a year, and
further confirming that the Fund intended to hold the required number of shares
through the date of the next annwal shareholders meeting. That letter further
confirmed that Greene and the Fund intended to be present at the 2005 annual
meeting to present th;e Proposal. (For ease of review, a copy of the letter dated
June 30, 2005 is annexed as Exhibit B)

. Copies of the Fund’ s monthly brokerage statements from April 1, 2004 through
May 31, 2005 ev1dencmg the Fund’s ownership of Pall shares. (For ease of

review, a copy of those brokerage statements are collectively annexed as Exhibit
S

. Copies of Greene’s F‘orm 13F for the quarters ending June 30, 2004 through the
quarter ending March 31, 2005 (the most current 13F available at the time of the

submission) evidencing Greene as having sole voting authority and discretion fo
Pall shares with a market value in excess of $20 million. (For ease of review, a
copy of those Forms 1\3F are collectively annexed as Exhibit D)

. A copy of the Fund’s ~Conﬁdential Offering Memorandum dated June 7, 2004,
including a copy of thﬁe DJG Small Cap Fund Agreement, confirming that Greene
was the sole Sponsor and manager of the Fund, Greene was the only entity
authorized to act for the Fund, and that no legal entity could hold, purchase or sell
securities on behalf ofjthe Fund other than Greene. (For ease of review, a copy of
the Fund’s Offering Memorandum is annexed as Exhibit E)

In connection with the Staff’s
issue with the sufficiency of the letter

reconsideration, we are assuming that the Staff takes no
s dated June 7, 2005 (Exhibit A) and June 30, 2005

(Exhibit B). We also assume that the twelve months of brokerage statements showing the Fund’s
continuous ownership of a substantial amount of Pall shares, when coupled with the
aforementioned letters, would be sufficient to satisfy the eligibility requirements. We assume
therefore, the only remaining basis for possibly concluding that Greene failed to make a

[

satisfactory showing of eligibility would be the hyper-technical argument that Greene and the
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Fund are not one and the same for Rule 14a-8 purposes and that therefore, the Fund
should have been the initial proponent, not Greene.

|
Assuming we understand tht“a Staff’s position correctly, we urge the Staff to again review

the Fund’s Offering Memorandum 'c“md Agreement. The cover page of the Offering
Memorandum makes it clear at the outset that the Fund is a co-mingled account and further, that
investors in the Fund own Units representing an undivided interest that is non-transferable. On

page 1 of the Memorandum, Greené is identified as the Sponsor, and on pages 12 — 13, Greene rr

identified as the manager of the Fund and the backgrounds of its principals who will act as “Fu
Managers” are described in detail. Pages 3 and 4 of the Fund Agreement make it clear that

Greene is the only legal entity that can act for the Fund. The Fund simply has no way to act, or
to sign documents, or to advance a shareholder proposal, or to make an application to the

Commission, other than through Gr%ene

To grant Pall’s no-action req\uest under these circumstances, and to thereby deprive Pall’
shareholders of the opportunity to vote on the issue of the annual election of directors for at least
another year, is to favor form over sﬁbstance and to ignore the Commission’s public commitment
to a fair and full consideration of shareholder proposals. Accordingly we respectfully urge you
to reconsider this issue and to deny the relief sought by Pall and direct that the Proposal
submitted by Greene be placed before Pail’s shareholders at the company’s next annual meeting
Since that meeting is to occur in the v very near future, we would further request that you act on
this application as expeditiously as possrble

[72)

Very truly yours,

David J. Greene & Company, LLC
DJG Small Cap Fund

By

Lee D. Unterman

|
cc: Heywood Shelley (w/ encl.)
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September 26, 2005
Yia Fed Ex — 8507 6417 9518

U.S. Securities and Exchange Conulmission
Office of the Secretary

100 F Street, NE

Washington, DC 20549-3010

Re:  Pall Corporation / Division of Corporate Finance No-action letter September 20, 2005

Dear Sirs:
David J. Greene and Cornp”any, LLC (“Greene”) a federally registered investment
adviser, respectfully appeals to the“ full Commission from the decision dated September 20, 2005
issued by the Office of Chief Cour sel, Division of Corporate Finance, which granted the no-
action request submitted by the Pal Corporation (“Pall”) in its letter 1o the Commission dated
July 26, 2005 (hereinafter the Staﬂ s no-action letter is referred to as the “September 20®
lettet”) For the reasons set forth below, Greene believes the Staff erred in finding that Greene

“appears to have failed to supply sn‘.tpport sufficiently evidencing that it satisfied the minimum
ownership requirement contmuously for the one-year period as of the date it submitted the
proposal”. \]

H
Contrary to the conclusion reached in the September 20™ letter, Pall has been, and is now,

well aware of Greene’s status as a shareholder and Greene has submitted clear and unequivocal
evidence of its continuous ownersl}lp of Pall stock for the requisite one-year penod Although
the September 20" letter does not fndxcate the basis for the Staff’s conclusion, since our initial
letter to Pall setting forth the propqsed shareholder resolution was both timely and contained the
requisite representations under Rufe 14a-8, we can only surmise that the reason the no-action
request was granted was some confusion or misunderstanding as to whether Greene and that
certain co-mingled account knownﬂas “the DIG Small Cap Fund”, were, for 14a-8(b) purposes
one and the same ¢hereinafter the li)JG Small Cap Fund is referred to as the “Fund”).

This matter began with a letter from Greene to Pall dated June 7, 2005 containing a
simple shareholder proposal calhng for the annual election of directors (the “Proposal”).
Thereafter, notwithstanding Pall’s farmhanty with Greene and its holdings, in presenting its ng
action request to the Commission, Pall took the disingenuous position that Greene had not
provided satisfactory evidence that“xt was a “record holder” of Pall shares so as to be eligible tq
submit the Proposal. In opposing Pall’s no action request, Greene submitted the following
documentation:
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1. A letter dated June |7, 2005, signed by me on behalf of Greene stating that Greene
had been a shareholder for more than one year, had held more than $2,000 worth
of Pall stock contmuously since April 2004, and confirming our intent to maintain
ownership of the requxred number of shares through the date of the next annual
shareholders meet:r‘ g. That letter further confirmed that Greene intended to be
present at the 2005 annual meeting to present the Proposal. (For ease of review, a

copy of the letter dated June 7, 2005 is annexed as Exhibit A)

2. A letter dated June 30, 2005, signed by me on behalf of both Greene and the Fund
confirming that the ‘lFund owned securities of Pall having a market value of moi
than $2,000 and had continuously held such shares for more than a year, and
further confirming that the Fund intended to hold the required number of shares
through the date of the next annual shareholders meeting. That letter further
confirmed that Greene and the Fund intended to be present at the 2005 annual
meeting to present the Proposal. (For ease of review, a copy of the letter dated

June 30, 2005 is am‘lexed as Exhibit B)

[¢]

3. Copies of the Fund \s monthly brokerage statements from April 1, 2004 through
May 31, 2005 evxde‘ncmg the Fund’s ownership of Pall shares. (For ease of
review, a copy of th

&)

ose brokerage statements are collectively annexed as Exhibit

4. Copies of Greene’s Form 13F for the quarters ending June 30, 2004 through the
quarter ending Marc,h 31, 2005 (the most current 13F available at the time of th
submission) evxdem‘mg Greene as having sole voting authority and discretion for

Pall shares with a market value in excess of $20 million. (For ease of review, a

copy of those Forms 13F are collectively annexed as Exhibit D)

L4

5. A copy of the Fund s Confidential Offering Memorandum dated June 7, 2004,
including a copy of the DJG Small Cap Fund Agreement, confirming that Greene
was the sole Sponso‘r and manager of the Fund, Greene was the only entity
authorized to act for the Fund, and that no legal entity could hold, purchase or sell
securities on behalf of the Fund other than Greene. (For ease of review, a copy of

the Fund’s Offering Memorandum is annexed as Exhibit E)

In connection with the mstant appeal of the Staff’s decision, we are assuming that the
Staff took no issue with the sufﬁcwncy of the letters dated June 7, 2005 (Exhibit A) and June 30,
2005 (Exhibit B). We also assumel that the twelve months of brokerage statements showing the
Fund’s continuous ownership of a substantlal amount of Pall shares, when coupled with the
aforementioned letters, would be sufficient to satisfy the eligibility requirements. We assume
therefore, the only remaining basis for possibly concluding that Greene failed to make a
satisfactory showing of eligibility would be the hyper-technical argument that Greene and the
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Fund are not one and the same for Rule 14a-8 purposes and that therefore, the Fund should have
been the initial proponent of the Proposal, not Greene.

Assuming we understand the Staff’s position correctly, we direct the Commission’s
attention to the Fund’s Offering Memorandum and Agreement. The cover page of the Offering
Memorandum makes it clear at the o”utset that the Fund is a co-mingled account and further, that
investors in the Fund own Units representing an undivided interest that is non-transferable. On
page 1 of the Memorandum, Greenelis identified as the Sponsor, and on pages 12 ~ 13, Greene i‘s
identified as the manager of the Fund and the backgrounds of its principals who will act as “Fund
Managers” are described in detail. Pages 3 and 4 of the Fund Agreement (also included as part of
Exhibit E) make it clear that Greene‘is the only legal entity that can act for the Fund. The Fund
simply has no way to act, or to sign documents, or to advance a shareholder proposal, or to make
an application to the Commission, othet than through Greene.

To grant Pall’s no-action req‘uest under these circumstances, and to thereby deprive Pall’
shareholders of the opportunity to vote on the issue of the annual election of directors for at least
another year, is to favor form over substance and to ignore the Commission’s public commitment
to a fair and full consideration of shareholder proposals. Accordingly we respectfully urge you
to reverse the Staff’s determination and to deny the relief sought by Pall and direct that the
Proposal submitted by Greene be placed before Pall’s shareholders at the company’s next annuaP
meeting. Since that meeting is to occur in the very near future, we would further request that you
act on this application as expedmous‘]y as possible. In addition, please be advised that we have

simultaneously requested that the Staff reconsider the decision that is the subject of this appeal.

72

Very truly yours,

David J. Greene & Company, LLC
DJG Small Cap Fund

, H

Lfce, D. Unterman

cc:  Heywood Shelley (w/encl.)
Mark F. Vilardo (w/o;{encl.)
Office of Chief Counsel




Exhibit A

@_

David J.Greene and Company

David J. Greene ang Company, LLC  Investment/Management 599 Lewingion Avenue Mew Yors NY 10022 Tes 2022714200 Fn 212371 ¢

June 7, 2005

Via Fed Ex - 8507 6417 8158

Mary Ann Bartlett
Corporate Secretary
Pall Corporation

2200 Northern Boulevard
East Hills, New York 11548

Dear Ms. Bartlett:

David J. Greene and Company, LLC (“DJG”) is the owner of over 1 million
shares of Pall Corporauon stock. In that capacity, the attached proposal is submitted for
inclusion in the 2005 proxy statement in accordance with Rule 14a-8 of the General
Rules and Regulations of the Securities Act of 1934. DJG has been a shareholder for
more than one year, and has held over $2,000 worth of stock continuously since
2004. In that regard, annexed hereto is a copy of our Form 13F as filed with the S
showing our position in Pall for the quarter ending June 30, 2004. We will be happy to
provide additional venﬁcauon of our stockholding posmon should you so request.
letter will also confirm that DJG intends to maintain its ownership of the number of
shares required by Rule 1 4a-8 through the date of the next annual shareholders meeting.

Mr. Benjamm Nahum, a principal of DJG, presendy intends to be present at
2005 annual meeting to petsonally move the accompanying resolution. Please let
know if you have any quesuons or require anything further with respect to our propo

Very truly ypurs,

Unterman
General Counsel




Annuai Election of Directors
Pall Corporation

RESOLVED: That the stockholders request that the Board of Directors promptly take all s
necessary to declassify the election of Directors by i msunng that in future Board elections

directors are elected annually and not by classes as is now provided. This declassification ﬁhnll

be phased in so that it does not effect the unexpired terms of Directors previously elected.
Supporting Statement {’

This resolution requests that the Board end the present staggered board system that presentl
provides that one-third of Dlrectors are elected each year and instead, ensure that all Directc
are elected annually. We beheve shareholders should have the opportunity to vote on the
performance of the entire board each year.

Increasingly, institutional mvestlrs are calling for the end of a classified system, believing i
makes a Board less accountable to shareholders when directors do not stand for annual elec
California’s Public Employees Renrement System, New York City pension funds, New Yo
State pension funds and many others, including the Council of Institutional Investors, and
Institutional Shareholder Serwce‘s, are among those that have supported resolutions cal}mg
the annual election of directors.

Recent shareholder resolutions to end this staggered system of voting have received wide
support. According to a news release issued by the Social Investment Forum in April 2005
2004 approximately 35 proposals asking companies to declassify their boards came to a vot
received average support of 70. 4\percent of the votes cast. Numerous companies have
demonstrated leadership in corporate governance by changing away from staggered boards.

These include Pfizer, antol-Myers Squibb, Dow Jones, Bellsouth, Coca-Cola and Dell, Inc.

eps
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Other boards that are now smularly sponsoring resolutions to declassify the board include Yum

Brands, Inc., Honeywell, F ederated Department Stores, Inc. and Eastman Kodak.

We strongly believe that our company’s financial performance is linked to its corporate
governance policies and procedures and the level of Board and management accountability

they

establish. We also believe the Compensanon, Nominating, and Audit Committees, as well as the

full Board need to be fully and annually accountable to shareowners — another key reason fo
annually electing Directors.

We do not believe this reform would affect the continuity of director service since our Directors,

like those at an overwhelming minjodty of companies, are routinely elected with strong
shareholder approval.

We urge all shareholders to vote {*For” this proposal.
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Dawia J. Greere and Cempany. LLC  Investment Management 539 Leninglon Avertie Mew York, MY 30022 fan 212371 4200 dan 212 371 309¢

. June 30, 2005
Via Fed Ex - 8507 6417 8176

Mr. Heywood Shelley

Carter Ledyard & Mﬂbum LLp
2 Wall Street '

New York, NY 10005-2072

Re: Pall Corporation

Dear Mr. Shelley:

This is to acknowledge r“eceipt of, and to respond to, your letter dated June 20, 2005
responding to my letter dated June 7, 2005, which was addressed to Mary Ann Bartlett, the
Corporate Secretary of Pall Corporation (“Pall”).

Obviously, we are drsapi‘)mnted in what we consider to be the disingenuous nature of
your reply on behalf of Pall. Over the past year, David J. Greene and Company, LLC (“DI G”)
has had a number of contacts with Pall’s senior management, and Pall’s management is well
aware of the institutional nature Hof DJG’s holdings. As you also know, Rule 13d-3 of the
Securities Exchange Act of 1934, defines the beneficial owner of a security to be any pers
who, directly or indirectly, thrmﬂgh any contract or arrangement, has the power to vote suc
security and/or the power to d:spose, or direct the disposition of, such security. All of DJG's
investment management agrcemems with it’s advisory clients grant a blanket power of attorney
to DJG and specifically grant DJG sole voting power and investment discretion over securities
owned in our portfolios. The 13}'-‘ forwarded with my earlier letter is clear evidence of DJ
having sole voting authority and investment discretion for Pall shares valued at more than $21
million dollars as of the quarter ended June 30, 2004. Enclosed with this letter is a copy of
DJG’s 13F for the period endmg March 31, 2005, which shows DJG having sole voting au onty
and investment discretion for Pall shares valued at more than $22 million dollars.

Nonetheless, in an effon‘ to avoid any ambiguity on the subject, enclosed with this letter

are the relevam portions of brokerage statements for each month from April 2004 through June

holds, securities of Pall having a market value of more than $2 000, and has contmuously he
such shares for more than a year; Although my earlier correspondence should have sufficed
please accept this letter as confirmation that the DIG Small Cap Fund intends to continue to own
the number of shares required by Rule 14a-8 through the next annual meeting of the shareholders




‘ -_—, David J.Greene and Company

of Pall. This will also confirm that DJG and the DJG Small Cap Fund intend to be present at
2005 annual meeting to present the resolution that accompanied my earlier correspondence.

Very truly yo

Unterman
Chief Operating Officer
David J. Greene and Company, LLC

DJG Small C fd f
B | '

Unterman

Cc: Mary Ann Bartlett (by Fed Ex w/enclosures)

the
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SEC USE ONLY

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washingten, D.C. 20349

TORM 13r
FORM 13f Cover Page

Raport Ior the Calsndar Year or Quarter Ensed 03/31/0%

1¢ spanded report chack hers: [} Amandment Mumber:

This Amendoent (Check only one): 1.l 15 a restatadent
I_{ adda nev holding
entcries.

David J. Grosns and Compény, LLC

Rame of Institutional Inveatment Managet

589 Lexingten Avenue, 12th Floor, Naw Yntk“‘, WY 10022

Business Addresa (Streat) (c“lty) {State) (Zip)

13F File Number: 28-663

The institutionsl i{nvestment maneger filing this report and the person by whom
it is aigned haraby reprasent that tha peracn sigaing tha report is authorixesd
to submit it, Lhat all information contained Dhersin is true, correct and
complets, and that it is understood that all required items, ostatements,
schedulss, and tables, are conaidsred integral parts of this form.

Peraon Signing this Report on Behalf of Raporting Manager:

Lee Unterman, Chief Operating Officer 212.271.4200
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{(Manunl Signature of Pezaon Duly
Avthorited to Submit This Report)

{Place and Date of Signing)

Report Type:
{x1 13F HOLDIMGS REPORT.
[ 13F NOTICE.

] 13F COMBINATION REPORT.
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<PAGE>
<TABLE> -~ T e s SRR
<CANTICH>
o 137
03/31/08
AZFORTING MUDGER | David J. Greens snd Company, LLC ”na 3

R OF 1880KR
<
ABERCACMBIR & FITCH CO
ACCRLRYS IWC.

BEARIRGPOINT INC

BRCTOM OICRINBON 4 OO
AEMIE COMPANY

BERARLEY W R CORP
BERRGEIRE HATEANAY C3 P
BOSTON SCTENTIFIC COOP
BRINKR'S OO

BRIBICL HYIRS BQUIRS CO
BURLINGTOM NOATARRM

€W SURETY CORPGRATION
CVB CoRp

CALGON CHTOON COR?
CAPITAL CROSBING AANK
CARZIORK RI I%C
CEXTANT CORPORATTON

FAGE COLUWE TOTALS
</TABLE>

TITIR
or YALOR SRARRS ; 88/ PUT/ INVESTKENY OTEER
cuary {up1000) PRI NNT PAN  CALL DISCRETION NUAGERS

<« <c> <> <C> > <G> <>

Common Btock 002098207 31,609 204,210 88 8013
Carmon Stoch 0043007203 10,177 1,716,121 B8R 801
Coopon Stock  OR6NEDLOM 28,016 1,199,353 31 sowy
Cieon 3tock 010159308 2,5 469,300 83 so18
Common Stock 01332300 12,422 301,632 33 SoLR
Comon Stock 01835pé0s 14,103 1,687,074 s 2
Common Stock 010778100 1,546 1,504,606 82 oL
Coemon Stock 018304304 20,38 04,883 8B 521
Compon Stock 025637109 2 100,000 S8 sag
Common Stock 015€1610% 1,669 32,45¢ 8K sQ18
Common Stock 026074107 1,368 4,700 58 sork
Comson Stock 031182160 L] saus
Common 3tock 038020202 an 0L
Commot 3tock €J917n10% .1 1 sowe
Comnsn Stoch 04269Q100 (1] oLk
Common Stock 043353101 n so0Lx
Common Stoch 043639107 8B 2 3
Compon Stock 044212308 s s01e
Common Stock Q032800108 n 0L
Cormon Stock 085623104 a8 sos
Compcn Btock 085J498106 68 saLy
Common Stock 063270308 .3 saLe
Common Stoek  DYL707303 L1 4 BoL3
Cenmon Stoch 074003406 . 50LS
common Stock 075897108 sz SoLE
Common Stoch 081437103 2 S0LE
Coamon Stock 084421302 By 501
Coxmen Stock 084670207 L] BOLE
Cooman Stock 1011373107 (L] L oded
Common Btock 109696304 sx soLE
Comon Stoch 110322108 3] s0LE
Conmon Stoch 121897104 a8 50LE
Commen Stock 125581108 53 S0LE
Common Stock 123056100 ] sar
Cormon Stock 139963303 $,43¢ 3¢6,940 sB 5018
Cormon Btock 126121108 418 10,800 €8 8oL
Cocmon Stoek 126650100 8,304 115,000 158 soLE
tormon Stocx 129603106 12,262 3,435,777 88 S0
Cotmoh Stock 140071101 08 9,162 58 SoLE
Common Steck 141703103 17,472 439,227 &m L1123
Common Stock 15131310) 11,266 1,522,208 8B S0LX

465,317

YOTING ACTECAITY
S00R  SEARRD |
<

R4
143,100
1,198,5¢0
933, 200
248,300
13,30
993, 500
1,028,700
159,000

1,100
5,799

1,340,200
1,304,400
537,689
1,348,780
298, 300
123,000
in,300

3,300
3,335,800

104,400
$5,328

8¢, 7100
7,52

231,600

983, 400

144,88
780, 904

0,1
520,621
346,00
223,500

83,264
651,474
883,508
123,083
300,000

0
1,663,838
4,110
3,000

118
142,260
305,809

20,370
4,761
210,400
79,780
132,840
10,000

ELETR20Y
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<PAGE>
<TANLD .
<cAYTION>
R 13 T
a/3L/08
REPCATING MANAGIR : David J. Greans and Company, LiC ox 2
E24:7 4
of VALUE  SEARRS / SH/ DY/ INVEEDNEW®  OTHER VOTING AUTHORITY
RN OT TBSUER clAsS ;0817 (531000)  PRH ANT VAN CALL DISCRETION MANAGENS RSt TR
<> <> <t <> <c> <« <> < L
CENTERIOINT ENERGY INC Common Stock 131197101 22,001 1,020,330 2R sowe 1,169, 400 €59, 480
CHEVRONTRXASO CORP Cameon Stock 1644764100 3,263 s soi8 1,232 4,729
CI5C0 SYSTENB INC. Coxmon Stock 17275R102 s [T 17,060
CTTICRUD M. Cormon Stock 172867101 an sois §7,001 230,049
CITT IVESTING CO Coomon Stock 177300107 s 3oL 23,300 3,700
CLAINE'S STORES Twe Common, Btock 179304107 a8 sous 330, 600 209, 550
COMEATT CORP €2 A Compon’ Stoed  20034ML01 o5 2018 9,388 22,523
COMCAST OCRP-APECIAL CL A Cormon Stack 20030200 3K 0 1,400 187,300
COMDISCO MLD CONTINGENY Common Stock 200334118 a8 201 448,280 217,504
coMUMITY Cammon Stock 20165108 an 5018 516,400 200, 93
COMPUTER ASSOCIATES INTL  Common Stock 204912109 28 sop 47,500 259,044
CONOCOIAILLIYE Comon Btock 20823104 104,638 s 0w 30,730 73,928
CONSTAR IMTIIATICNNL IXC  Commen Btock | 21036010% 1,009,238 3P s0L8 733,393 333,30
CORSTILIATION EXENSY Comman Btock ' 210311100 5,804 8B ol 2,104 3,700
CORMM ERALTRCARS COAZ. Common Btk 218103109 28,350 38 o 3,590 12,800
CRANR 0. Cdemon Btack 214399108 399,200 38 0oL 287,000 162,200
ROt Common Stock 220348106 1,701,296 88 sowx 1,243,200 36,096
CYTEC INDUSTRISS INC Commen Stock 232020100 1,100,184 s§ 5018 &y, 426,054
DARDEY RESTAURANTS, I,  Common Btock 237194308 49,350 01 3. 18,8350
OIML BANCORI-LITIEATION Common Btech 284290110 6,091,503 88 so1x 3,588,634 2,493,847
DISKEY (RALT) COMYANY Cormon Stoct 234687106 35,308 &n 0L 20,0 18,300
DOLLAR TRES STORSS DN Common Bteck 236747106 715,000 a8 5018 415,700 329,300
RR DOWNELLY ¢ SCWS €O Cofmon Stock 237067201 60,678 3B 5018 8,364 2,1
N CORP Common Stock 68648102 13,000 sB aone 13,000
3.PIPENT 1NC. Common Stock 2480VI00 2,005,197 sn 018 1,449,800 613,397
BARTELINR TRC Common Btock 270321302 1,443,046 8B 012 937,500 e, 48
EXIDE TICRMOLOGIES Common Steck 302031206 1,005,030 an sow 711,800 51,130
EXXOF MOBIL CORPOMATION Caomon Stock 302316104 20 sm s013 3,640 64,400
FAIRCRILD GEXICOM IWTL Coxmon 8tock 103724163 2,012,50) o 018 1,580,800 131,60
FIROVA GRXP INC Common 8tock 11938105 11,200 s& s012 11,3200
FIRS? MGERICAN FINML CORP  Common Stock 3193522307 1,021,1M se 2018 727,600 300,37
FLONSERVR COSP Coemon Btock 34334pL0% 33),040 S2 5013 254,300 96,740
FOURTAY KETWOXRS IWC Coowon Btock  3SOE3NI00 §45,007 8B acta 463,797 101,210
SENICORDOCTON -  Common Stock 33487101 231,008 &R s0LE 292,380 B

FREESCALE SEMICONDUCTOR - Coamon Stock 35687M206 28,709 8x soLa 8,126 20,543
GATE Commen Seock 361448303 507,186 82 8oL 343,800 163,35
CENENCON INTERNATIONAZ - Cormon Stock 368703103 863,002 A S0LE 632,700 232,302
CINERAL DAMICS CORP Conmon Stock 363380108 68,200 BR SOLE 49,500 19,700
CIMIAAL BLICTRIC €O Common Bteck 369604103 66,676 88 seis 6,676
GLAXOSKITEXLINE FLC- ADR  Common Stock 37731308 1,506 8 soL 4,506
GRUPO THM SA-5SP ADR A Coexmon Stock 400510108 1,957,088 sE saLE 1,240,500 616,558

422,504
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<CAPTION>
rom 117
03/33/08
REPORTIRG MAMAGER : David J. Greens and Company, LK na )
I
or VALUE  SRARES / SB/ PUT/ INVESTNENT OTHER VOTING AGTEORITY
X CF I48CEX cLAa CUSI: (281000)  YRE ANY Y CALL OISCIZTION MWAUNAGES SOLE  SRANED  WaR
> <> <> «<> > <> <C> <> «<> <> <>
RCh TWC Common Btock 404119109 16,101 205,600 s& soLx 180,800 111,100
KASBRO INC Compon Stock 418036107 4,341 206,000 8% 5oL 403,700 1,100
HEALTHSOUTE CORPORATION Campon Stock 421924101 4,314 341,740 BB 501 210,080 573,480
HEALTE ¥Rt INC Common Stock 422226108 69,235 2,116,744 8B =018 1,363,810 181,234
SLRCOLES TNC Camsen Stock 427056106 19,037 1,313,038 SE (32 952,200 81,628
HERSERY rOODA CCRY Cormon Stock 427066108 36 6,032 9 sork 6,032
IRUZPENDINCR COMCNITY Corpon Stock 433414134 01 8,202 8K solk 3,202
INrOCTs cony Conmon Stock 456658106 £,197 1,114,430 38 saLe 803, 100 310,730
INPUT/OUTIUT IMC Compon Btock 437632108 6,336 1,012,317 s 3018 599,480 12,487
INTEL CONPCRATION Compon Stock 450140100 €30 27,130 38 sl 1,000 6,119
INTL BUBINESS MACHINES Common ftock 455200101 1,327 14,317 88 sauz 1,800 1,111
INTZRNET SECURITY SYSTEXS Compon Stock  46060X107 6,2 264,925 &8 8018 168,900 76,128
IVAX CoRp Common Stock 465023102 32,130 1,623,169 8B so1e 953, 600 671,569
J P MORGAN CAASE 4 CU Compon Stock 466252100 210 §,067 8B sotx 1,433 [T
SACULSI BRAWDS IuC Common Stoch 469863108 23,718 2,221,488 8B 0012 1,623,300 608,188
JO-ARY STCRES INC Comoon Stock 477587307 14, M43 510,624 88 SOLK 358,100 332,524
SORNECR | JONNSOW Cormon ftock 478360104 i,128 3,646 38 sola 31,446
JOENEON CONTROLS NG Compon Btock 470366187 11,801 231,360 8 3018 163, 400 67,960
KAMBAS CITY STRRS INDS IWC Common Stock 483170302 14,487 753,150 8w aolx 528,700 323,458
KEYNOTE SYSTEMS INC Common Etock 493308100 14,081 1,183,779 &8F sot2 816,300 367,27
RIMBEIALY CLARK CORP Common Stoch 494369103 s, 643 148,900 B8 2018 64,090 12,620
1A-3-BOY INC Common Stock 30833107 9,032 649,439 82 sot 462,100 106,319
LASORATORY COMP OF Common Gtock 508408408 11,100 230,300 8B soLS 150,400 79,500
LEAR CORP Cormon Stock 521865108 s.u8 118,300 s8 s0LE 113,700 1,600
LZTAPFROG SWTERPRISES INC  Cozmon Btock 321B6MI06 10,319 $62,020 88 5018 92, 500 169,220
LINCOLM JATIONAL CORP Cormon Stock 534187109 9, 6 214,200 &p 014 145, 400 64, 60C
LIt CLATRONNE Compon Btock  $39320301 10,324 338,500 BY 3013 123, 500 138,300
LUCENT TECEROLOGISS, IWC. Common Stock 349463107 90 32,670 83 soLa 32,670
MAGELLAN SEALTH SERVICES  Common Stock 339079207 12,280 360,640 o8 $0L8 M, e00 83,340
MAFTTONOC €O, INC Common Stock 56J371108 22,438 855,530 98 s0L8 393,400 160,130
MAXTOR COR® Comon Stock 517129205 13,031 4,329,241 8% 018 3,031,500 1,381,748
NAXWELL TECNNGLOGIRS INC  Commen Stock 377747106 2,193 60,926 83 5018 180, s00 110,326
MCRESEM CORD Coemen Stock 581350103 19,298 111,200 88 s018 245,700 761,500
MIADWESTVACD CORP Compon Stock 593334107 16,418 313,972 &8 sows 321,800 14,172
MIDTRONIC IHC COM Common Stoch 593055106 ns 4,200 8B 5018 4,300
NILACROM 13C Common Stock 593709103 9,892 2,017,140 38 5oL 2,023,616 793,51
NILLIPORE CONF Common Stock 601073169 3,387 73,443 8m so12 4,000 69,443
MOL5CN COORS BREWING CD Common Stock S0971R08 32,915 426,428 R 5oL 308,593 120,543
MOSAIC €O Compon Bteck  61945A107 9,608 $63,10¢ SH BoLe 394,413 166,718
MOTORALA Common Stock 620076109 3,02 i34,6435 8B saLs 73, 700 190,345
MYRIAD GENETICS TG Comzon Btock 628353104 6,318 . 332,507 58 S0LEL 244,100 18,407
PAGE COLMIO TOTALS an, e

</TAMLE>
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<TABLE> .
<CAPTION>
[ THBE N 4
03/31/03
REPORTING| MAMAGER 1 David J. Greens and Company, LIS
TITIE
or VAR SRARSS / SA/ PUT/ INVEAMONT  OTHRR VOTING AUTRORITY
IOKE OF 188UTR CLASS cusip [x§3000)  FRN ANT RN CALL DISCARTION MAXAGER SOLX SEARTD  Wowx

<> <& «> | <> <> > «C> <« <> <> <t>
NATICNAL OILWELL VARCO Cammon Stoek £37071100 13,407 244,259 8H s018 173,810 10,749
MAVISTAR INTL coemon Stock 639343108 37,053 1,017,743 sSB soig 823,661 398,282
NEMALLIANCT BANCORANES Coamon Btock 30103103 s, 98¢ 493,700 28 sol3 307,900 151,800
WOXIA COXF - BIFOM AR Cosmon Btock 634902204 10,372 704,600 B (%3 209,700 494,500
BORTRL NETWORXS CORP Cozmon Stock 56368102 203 103,56 sa 3013 103,583
WORTS PORK common §tock  €83434103 15,501 961,695 88 soLe 420,820 149,418
QrrICE MAX InC Comon Stock  $76i22101 0,506 253,900 3A o1 168, 900 88,000

™c Comon Stock 681904108 12,988 365,360 B [ 224,560 141,000
CRAZTAL SCIRNTRS CORP Cormon Stock 6833544106 1,738 799,144 88 sow 370,500 211, 644
na crTP Comien Stock $5144M101 §,038 158,800 88 saue 143,900 14,900
PACTIV CORPORAT 108 Comor Stock 693257105 6, N6 270,$00 88 soLx 211,500 0, 600
PALL CORP Common Steck €96429307 33,020 1,143,013 a2 S0 013,400 330,433
PAREXEL. IWTERMATIONAL Common Stock 699443107 12,012 811,167 8a sowx 368,373 144,792
PATEMARR STOXES INC Coemon Stock  70322A101 7,084 1,208,298 93 s0Le 826,355 01y, 500
PEPSICO IMC, Common Stock 713440108 348 6,500 38 soLR 6,500
MPITER 1M Commep Stock 717081103 12,844 488,913 an soLy 124,976 363,937
PRANOCOPRIA DRUG Cormon Btock 717I1EPI0L 6,206 1,243,288 32 soLy 797,529 48,786
PIER 1 DOOKTS TR Common Stoch 720279108 11,822 648,501 a8 soL2 450,800 187,701
POLO MALYA LAURER CORP Common Stock 731372103 13,304 A%, 800 5B s01% 333,000 1,400
FROCTER & GAMBLE (O Common Stock 1427310109 "e 18,400 a2 soux 2,000 13,490
QUANTS SRRVICES INC Commen Btock 747632102 21,087 1,983,793 88 soLs 2,085,200 393,393
CUNNTON COKP - T2T # Commop Stock 747505204 30,169 §,93D,861 8B so1z 4,903, 93¢ 2,126,931
RADIOSHEACK CORP Commsn Btock 750438103 14,235 561,000 s» 0L 190,100 19,
RECKSON ASECC REALTY Cormon Stock  73623K106 s 11,924 se soLp 10,000 1,924
RECAACE WEDWCRRS INC Common Stoek 757309537 5,198 289,470 88 5018 282,200 247,170
RITE AZD COAF Cowmon Btock 767734104 «“ 12,000 28 saLg 12,000
ROYAL OUTCH FETS 3.25 Compon Stock 700257804 " 0,176 ax sorz 8,178
RYCRR SYITEM INC 1 22,930 501,447 8% soux 187,700 143,742
SBC COMMWICATIONS TRC. 1,112 46,551 8% soLg 2,374 0,87
EFX CORD Coames Breck 184533104 4,040 109,700 3B 503 109,200 800
87. PAUL TRAVELERS Common Stock 792960108 13,032 354,788 BB soLz 179,209 175,499
SAX3 INCCAPCAATED Common Stosk 153710 14,254 719,700 58 01z 363, 400 024,500
SANDISK COA? Comman Stock  60004€101 18,628 562,400 8B eo1x 348,600 216,300
SCROLASYIC COR? Coesion Steck 807066108 13,41 338,210 8B soLr 236,300 103,330
SOVERBIGN BANCOR IFC Commen Stock 45905108 11,114 501,600 8B SOLE 375,500 138,160
SYRINT CORP (FON GROUY) Commen Stock 832061100 228 14,399 88 soLE 1,250 13,140
STCAAGE TECHNSLOGY CORP Cormen Btock 862111200 17,688 $74,300 8E a01L 219, 600 %4, 600
SUBURBAN FROPANE Common Stock 264492204 508 14,700 ©A s0a 14,700
SYDRO¥ CRNTAL SPICIALIIZS, Common Stock 871243108 15,39 840,376 s5A seL 388,784 151,610
2D AANRNCRTE THC Common Stock $7233A101 388 13,3% s L 8,330 3,040
7 T8 I . Comrom Stock 872340108  25,13) 1,020,000 3 3018 543,300 474,700

PACT COLMS TOTALS 444,73
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<PAGE>
<TABLE>
<CAPTION
roR 131
€3/31/08
REPORTING, MAXAGER : David J. Greens ang Company, LIC PAGE 5
Tinz
or VALUE SHARRS / 8B/ FUT/ INVESTMENT OTHER VOTING AUTHORITY
WAME QF ISBUZR CLALY cualy {(x§1000) PRM AMT PRN CALL CISCRETION MAXAGERS  30LE  SRARRD
< <> <« <> <> <> <> <> > <>
TARGET CCURP Common Stock 876123106 240 4,800 82 2018 4,800
TECUMBEE PRODOCYS CO - €L Comedn 8toch 8158493200 15,036 379,588 BB S0L% 970,400 109,194
TELEDYNS TICRROLOGIES Commnét Stock  BI538010S 11,28 335,842 8B 801x 59,200 180,342
n co Common Steck 08579Y101 a1 4,800 82 soLx
TIBCC SOFIWARE INC Conmon Stock B26320103 14,281 1,916,917 8 =23 1,347,100
TIMZ WARNER I1wC Cormon Stock  83731110% 1,832 434,850 a3 sok 181,400
TORONTO-DOMINICN BANX Common Stock 891160509 28 3,452 B s0LE 3,99
TYSQN POODA IWC - CL A Common Btock 902494101 8,147 308,571 33 soLe 246,200 2,
UNTZRGROUND SOLUTIONS Cowpon Stock  $04323102 i¢ 0,000 &8 aore 40,000
usIr: e Commen Stock 504677101 2,602 800,659 3B SoLy £85, 900 144,739
onlars conp Common Stock 509214308 24,462 3,454,924 8B acis 1,508,800 934,434
CHITED PARCEL BERVICE INC  Common Stock 911312106 29 4,000 sB s018 4,000
CEITED TRECARCLOGIRS CORP Coamwen Stock 913017109 242 L3804 38 5oL 2,304
URCCAL CORP Ceamon Stoch 513289102 3,008 114,500 SB SOLE 111,100 3,800
UTSTARCCH S Compon Stock  P1B076100 12,119 1,104,733 M sole £34,3M0 492,308
VALASSIS COMXTRICATIONS Comzon Stock  3188£610¢ 13,080 374,192 sn sotg 269,400 104,352
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VISTECH CORP Coemen Stock 920390107 1,388 88 BOLE 1,089,400 443,148
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MARTRC CORP Comon Btock 929740108 13,080 L] 80LE 453,850 103,089
SACEOVIA CORP (WEW) Comon Stock 929909102 3,18 L] sos 10,848 55,002
WASHINGTON MUTOAL INC Comnon Stock 533322103 13,908 L1 3013 330,558 172, 500
WASTE MACEMENT INC Camoh 8tock  $4106L105 11, 84 3B sz 29,000 175,800
WATCEGTARD Common Stock 9413105108 1,034 an sCLY 212,600 107,630
MAVECOM GA ~ ADR Common Stock 343521103 6,303 8y 018 19,137 364,380
WELLFOINT INC Common Steck 549739107 201 o 5oz 1,400
WENDY'S SNTERMATIONAL IWC  Coammon Bteek 950580105 m 88 S0Lx 5,100 300
WETR Common 3toek 333024100 229 EL sz - 8,408
YT BRANDS IWC Caompon Stock 588452101 17,533 sp SOLE 183,700 182,716
ZORAN CORP Common Stock  98573M101 5,110 58 5018 388,200 163,530
RENAYSBANCE RS HLDGS LTD Common Stock G14$5G10) 3,278 s SOLE 79,200
RADMARE LTO Commoh Stock MB1E7TI107 1,622 324,750 3B otz 210,500 16,250
R CLOAAL W.V, Ceemen Broek NW209I5208 3,102 1,137,286 BB 012 193,230 1N, 888
PAGE OO TOTALS 229,344 :
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Exhibit E

CONFIDENTIAL OFFERING MEMORANDUM

THE DJG SMALL CAP VALUE FUND

(A Diversified Co-mingled, Investment- Account)

Sponsored by
DAVID J. GREENE AND COMPANY, LLC

Securities Offered: Units in the Fund
{

Minimum Purchase: Generally, $1,000,000

- THE FUND IS ADMINISTERED AS A CO-MINGLED INVESTMENT ACCOUNT IN
WHICH EACH lNVESTOR“ OWNS AN UNDIVIDED INTEREST. AN INVESTMENT
IN THE FUND IS SIMILAR TO HAVING A MANAGED INVESTMENT ACCOUNT |
WITH AN INVESTMENT ADVISER. THE UNITS ARE NOT TRANSFERABLE.

YOU SHOULD READ THE COPY OF THE FUND AGREEMENT INCLUDED AS
PART OF THIS MEMORANDUM FOR COMPLETE INFORMATION CONCE G
THE RIGHTS AND OBLIGATIONS OF THE PARTIES TO THE FUND AGREEMENT.

Name of Offeree Memorandum No.

June 7, 2004
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- WILLING AND ABLE TO BEAR THE ECONOMIC RISKS OF THIS INVESTMENT

' OFFERING OF THE UNITS EXCEPT FOR THIS MEMORANDUM. NO PERSON

NOTICES

I

THE UNITS OF THE DJG|  SMALL CAP VALUE FUND (THE “FUND”) OFFERED

PURSUANT TO THIS |CONFIDENTIAL OFFERING MEMORANDUM
“MEMORANDUM”) HAVE NOT BEEN RECOMMENDED, APPROVED

(THIS
OR

DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION, ANY STATE

SECURITIES COMMISSION OR ANY OTHER REGULATORY AUTHORITY. NO

SUCH

COMMISSION OR AUTHORITY HAS PASSED UPON THE ACCURACY OR ADEQUACY

OF THIS MEMORANDUM. ‘

THE UNITS HAVE NOT BEEN REGISTRED UNDER THE SECURITIES ACT OF 1933

(THE “1933 ACT”) OR APPLICABLE STATE SECURITIES LAWS. THE UNITS

MAY

NOT BE RESOLD OR’ TRANSFERRED EXCEPT (1) PURSUANT TO REGISTRATION
UNDER OR EXEMPTION FROM THE 1933 ACT OR APPLICABLE STATE SECURITIES

LAWS AND (2) IN ACCORDANCE WITH THE TERMS OF THIS MEMORANDUM.

THE FUND IS EXEMPT FROM REGISTRATION FROM THE INVESTMENT COMPANY

ACT OF 1940 (THE “COMPANY ACT”), PURSUANT TO SECTION 3(c)(7) THEREQ

F.

INVESTORS MUST BE U.S. \‘PERSONS WHO ARE (1) “ACCREDITED INVESTORS” AS
DEFINED UNDER THE 1933 ACT, (2) “QUALIFIED PURCHASERS” AS DEFINED

UNDER THE COMPANY ”ACT (3) KNOWLEDGEABLE AND EXPERIENCE

D IN

FINANCIAL AND BUSINESS MATTERS SUCH THAT THEY ARE CAPABLE OF
EVALUATING THE MZERI'IY\S AND RISKS OF THE ACQUISITION OF UNITS, (4)

AND

(5) SOPHISTICATED INVESTORS WHO ARE ABLE TO BEAR A SUBSTANTIAL OR
COMPLETE LOSS OF THEIR CAPITAL CONTRIBUTIONS. INVESTORS MUST
ACQUIRE THE UNITS SOLELY FOR THEIR OWN ACCOUNT, FOR INVESTMENT

PURPOSES ONLY AND NOT|WITH AN INTENTION OF DISTRIBUTION, TRANSFE

RESALE.

THIS MEMORANDUM CONSTITUTES AN OFFER ONLY IF THE NAME OF
PROSPECTIVE INVESTOR APPEARS ON THE COVER PAGE AND ONLY IF DELT
OF THIS MEMORANDUM IS AUTHORIZED BY THE FUND. ANY REPRODUCTIC
THIS MEMORANDUM OR TI—IE DIVULGENCE OF ANY OF ITS CONTENTS, WIT}
THE PRIOR WRITTEN CONSENT OF THE FUND, IS PROHIBITED.

NO OFFERING LITERATURE OR ADVERTISING SHALL BE EMPLOYED IN

BEEN AUTHORIZED TO MAKE ANY REPRESENTATION OR WARRANTY
PROVIDE ANY INFORMATION WITH RESPECT TO THE UNITS EXCEPT
INFORMATION CONTAINED IN THIS MEMORANDUM. NEITHER THE DELIVER
THIS MEMORANDUM NOR| ANY SALES MADE HEREUNDER SHALL CREATI
IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE MATTERS DISCU
HEREIN SINCE THE DATE HEREOF.

41299593.02
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THIS MEMORANDUM SHOULD NOT BE CONSTRUED AS INVESTMENT, LEGAL OR
TAX ADVICE. EACH PROSPECTIVE INVESTOR IS URGED TO SEEK INDEPENDENT
INVESTMENT, LEGAL AND TAX ADVICE CONCERNING INVESTING IN THE FUND.

THE FUND SHALL MAKE AVAILABLE TO EACH PROSPECTIVE INVESTOR PRIOR TO

THE PURCHASE OF UNITS{ THE OPPORTUNITY TO ASK QUESTIONS AND RECEIVE
ANSWERS CONCERNING THE OFFERING OF UNITS AND TO OBTAIN ADDITIONAL
INFORMATION, TO THE EXTENT THE FUND POSSESSES SUCH INFORMATION OR

CAN ACQUIREIT WITHOUT UNREASONABLE EFFORT OR EXPENSE.

!\

THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN
ANY STATE OR OTHER JURISDICTION IN WHICH AN OFFER OR SOLICITATION IS
NOT LAWFUL OR AUTHORIZED OR IN WHICH THE PERSON MAKING SUCH OFFER

OR SOLICITATION IS NOT (?UALIF’IED TO DO SO.
l
F (ﬁR FLORIDA RESIDENTS ONLY

'. SALES TO PERSONS IN FLORIDA ARE BEING MADE IN RELIANCE ON THE

EXEMPTION FROM REGISTRATION CONTAINED IN SECTION 517.061(11) OF THE
FLORIDA SECURITIES AND INVESTOR PROTECTION ACT. WHEN SALES ARE MADE

TO FIVE (5) OR MORE PERSONS IN FLORIDA, ANY SUCH SALE IS VOIDABI
THE PURCHASER WITHIN THREE (3) DAYS AFTER (A) THE DATE THE PURCH
FIRST TENDERS CONSIDERATION TO THE ISSUER, AN AGENT OF THE ISSUE
AN ESCROW AGENT OR (B<) THE DATE THE AVAILABILITY OF THAT PRIVILE
COMMUNICATED TO SUCH PURCHASER, WHICHEVER OCCURS LATER

41299593.02
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The following summary xs

this Memorandum and is intended for reference only. You should read the entire Memo

SUMMARY

intended to highlight certain information contained in the Fy of
dum -

including the Exhibits and Appen”dlx I attached hereto carefully before determining whether invest in
the Fund. Defined terms not defined when first used are defined under the applicable headings

below. |

Tﬁe Fund

Sponsor

Investment Objective

THE FUND

The DJG Small Cap Value Fund is a diversified co-
mingled investment account. The Fund was formed on
July 9, 1997. The principals of the Sponsor,| through
an investment partnership, made an initial investment
of $500,000 and may make further investments as
additional outside funding is received. | Certain
principals of the Sponsor have also made. individual
investments in the Fund. The aggregate amount of
such investments is apprommately 3% of the assets of
the Fund.

David J. Greene and Company, LLC (the “Sponsor”,
“we” or “us”), 599 Lexington Avenue, 12th Floor,
New York, New York 10022, 212-371-4200. The
Sponsor is registered as an investment adviser under
the Investment Advisers Act of 1940, as amended (the
“Advisers Act”).

The Fund’s investment objective is to achieve long-
term capital appreciation by applying our long-held
value disciplines to the small capitalization equities
market. The Fund seeks to outperform the |Russell
2000 Value or the Russell 2000 index over a complete
market cycle. Our bottom-up approach to the analysis
of equities, with an emphasis on special smxations,
focuses on small capitalization securities.| We
anticipate that the average weighted |market
capitalization for the Fund will be no more than two
times the weighted average of the Russell 2000 Value
index. We seek to identify companies that we jbelieve
are selling at significant discounts to their intrinsic

* Defined as securities of companies with total equity market capitalizations between $100 million

and $4 billion at the time of purc
companies with somewhat larger

41299593.02

hase, though the Fund may, from time to time, invest in pubhr
or smaller total equity market capitalizations.




Investments

Investment Selection Process

41299593.02

values where managements’ game plans will

lead to

narrowing of the price/value gap. Intrinsic| value is

based on our evaluation of fundamentals such

as cash

flow, free cash flow generation, returns on|invested
capital, and hidden asset value (i.e., franchise|value).

There can, of course, be no assurance that the

foregoing investment objective will be met.

To meet its objective, the Fund may purch

government and other non-convertible debt
and securities of companies in bankruptcy,

purchase puts and write covered call options. In
addition, the Fund may invest in ‘risk arbitrage
positions,” which include securities that may|become
exchangeable for cash or other securities as a result of
the issuer being an announced candidate for a| merger,
acquisition, restructuring or similar transaction, or
securities the issuer of which has been the subject of a
filing on Schedule 13D under the Securities Exchange
Act of 1934 (the “1934 Act”) (collectively,

“Securities”).

The Sponsor employs a systematic protess of
identifying small capitalization public companies. As
a starting point, we screen for generally overlooked
value indicators. Once attractive investment
candidates are identified, intensive bottom-up
fundamental research begins, including examination
of financial statements, meetings with  company

management and evaluations of competitors.

During

the process, we also seek to identify event-driven

stocks selling at discounts to their intrinsic

values.

"Event-driven stocks include those related to

significant corporate restructurings or the occurrence
of other major non-operating events, such as major
management changes, substantial share repurchases,

spin-offs, split-ups and liquidations.

Dividends and interest are not prime considerations in

the purchase of Securities, but they are consid
relation to the total expected return of the inves

ered in
tment.




Investment Restrictions
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- sell any equity or debt Securities short;

The Fund will.not:

- purchase or sell real estate or interests|in real
estate, (but may purchase marketable Securities
of companies holding real estate or interests in
real estate); ‘

- make loans, except by the purchase of ajportion
of an issue of bonds, debentures or other debt
Securities;

- borrow money, purchase Securities on margin or
engage in repurchase transactions;

- without the prior approval of the Sponsor's
Investment Committee, invest more than 5% of
the Fund’s Net Asset Value (as defined|below)
(at the time of purchase) in the Securities of any
one issuer;

- acquire interests in any equity securities| of any
' partnerships, limited liability companies; or any
other entities classified as partnerships for
income tax purposes;

- invest in Securities of any company | whose
defined contribution plan is an investor in the
Fund unless the Plan’s governing instrument
contains a specific authorization for such an-
investment;

contracts, although the Fund may purchase
marketable Securities of companies holding
commodities or commodity contracts; :

- purchase or sell commodities or comh;nodity
p

- investin options (except the Fund may pu rchasé
puts and write call options against Securities
held in its portfolio);

- invest in Securities of a foreign issuer, junless
they are directly listed on a national security:
exchange or NASDAQ, or otherwise listed as
ADRs;

- invest in initial or secondary public offerings
which trade at a premium when secondary




Risk Factors

Securities Offered

The Offering

Minimum Subscription

41299593.02

The foregoing are the only investment restric
the Fund. :

ar

market trading begins (so-called “hot lissues”);

invest in unregistered “restncted” Secunues or
gl

in private placements.

tions on

An investment in the Fund is very s;iecula:ive and

could involve the following risks to you:

THE QFFERING

Units in the Fund (“Units”) are being offt
Eligible Investors pursuant to a private pld

Loss of your investment and certain conflicts of
interest. See the sections titled “Risk Factors”
and “Conflicts Of Interest” for a more |detailed

discussion.

Liquidity will be limited because of |transfer

restrictions and because of the absence
market for the Units.

You will have no control over the
business.

Your annual tax liability for any taxable

of any

| Fund’s

income

from your investment will likely exceed cash

distributions to you from the Fund.

ered to

cement

exemption under Regulation D of the Securities Act

of 1933 (the “1933 Act”).

Units are being offered on the first day of each
at a price per Unit based on the Net Asset Va
defined below) of the Fund at the last busines

month
lue (as

day of

the preceding month. We reserve the right to admit

investors at other times. See *“Administration of the

Fund.”

Units in the Fund are being offered only by the

Sponsor. No selling fees or commissions

charged.

il be

- The minimum initial subscription is $l 000,000

for new subscribers.




Eligible Investors

Offering Limitations

Subscription Procedure
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categories: -

- Lesser subscription amounts may be Accépted '
subject to approval of the Sponsor. '

and must qualify both as “qualified purchase;
the Investment Company Act of 1940, as
(the “1940 Act”) and as “accredited investo

- state and local pension funds; private pension,

the Internal Revenue Code of 1986, as
(the “Code™);

- other entities, such as foundations, edugational
institutions and medical organizations, that are
exempt from federal income taxation under
section 501(c)(3) of the Code;

- Individual Retirement Funds (as deﬁne? under
“ERISA Considerations™);

-  government plans; and
- individual investors.

Also, certain of our “knowledgeable employees™ will
be eligible to invest in the Fund even though ﬁhey do
not meet the qualified purchaser requirements. ‘

The number of investors in the Fund will be limited to
100 in order to assure that the Fund will satisfy the
safe harbor for avoiding publicly traded status set
forth in Treas. Reg. § 1.7704-1(h) and will be
excepted from registration as an investment company
under Section 3(c)(1) of the 1940 Act.

In order to purchasé a Unit, you must:

- complete, execute and deliver to us two copies of

5
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Fees and Expenses Payable
by the Fund

Custodian

Brokerage
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DMINISTRATION OF THE FUND

the Subscription Agreement, together with such
other supplementary documents as we|request;

and '

- pay the full amount of your subscription by check
or wire transfer or as otherwise provided in
accordance with the instructions |in the

- Subscription Agreement.

Fund _Management Fee. The Sponsor receives a

following percent per annum of the Fund's
Value: '

.85% on the first $50,000,000 of assets, -
80% on the next $25,000,000 of assets; and
.75% on the assets in excess of $75,000,000.

expenses, including, brokerage and com

Operating Expenses. The Fund pays all of ';F;other

Fund Management Fee, payable monthly, eq;;Fl to the
t

Asset

ission

expenses in connection with transactions executed for
the Fund (including brokerage commissions payable

Sponsor effects transactions on behalf of the

_ to the Sponsor at its competitive rate in the eyent the

Fund),

charges and expenses of the Fund’s lawyers and
accountants, and any Custodian, tax accounting, and

transfer fees.

Bear Stearns Securities Corp., a registered broker-
dealer, serves as custodian of the assets of the Fund
(the “Custodian”) and as the Fund’s prime broker in
accordance with the terms of various agreements
between the Custodian and the Fund. We reserve the
right, in our sole discretion, to remove the Custodian
and/or to replace the Custodian with another
custodian and/or prime broker.  Bear Stearns
Securities Corp. has acted as the Sponsor’s fully

disclosed clearing agent since June, 2000.

The Fund will execute, clear and settle the Fund's
transactions with firms that are registered under the
1934 Act as broker-dealers, including the Custodian.

We also may act as a broker on behalf of the F
such times as we deem appropriate. ‘

und at




Withdrawal of Units

Mandatory Withdrawals

Distributions -

Transferability -

Reports

Federal Income Tax
Considerations

Fiscal Year

Auditors

41299593.02

An investor may redeem all or a portion oflit§ Units,
without penalty, generally as of the last business day
of any month (“Redemption Valuation Date”) on at
least 30 days’ (60 days’ in the case of a redemption in

_kind) prior written notice (“Redemption Notice”);

provided, however, that no withdrawal, lexcept a
complete withdrawal, shall be permitted if the partial
withdrawal would result in decreasing an investor's
investment to less than $1,000,000 immedidtely after
such redemption. We may waive any, of the
withdrawal - restrictions, including the minimum
investment and the day of redemption.

We may direct the redemption, without charge, of all

" or any part of the Units of any investors as of the last

business day of any month upon at Jeast 30 days’ prior
written notice for any reason deemed necgssary or
appropriate by us in our sole discretion and in
accordance with our fiduciary duty to the investors.

Any distributions will be made in our sole and
absolute discretion. We do not currently intend to
make any distributions. '

The Fund will not register the transfer of any Unit to a
transferee unless approved by us. There is no public
or secondary market for the Units, and we do not
believe a public or secondary market will develop for
the Units. : :

Investors will receive quarterly updates,| annual
reports and all reports.

The Fund will be treated as a partnership for Federal
income tax purposes. You will be required to report
on your own tax return and pay all applicable income
taxes on your allocable share of the Fund's| taxable
income, whether or not any cash distributions are
made to you. You should satisfy yourself as to the
income tax consequences of an investment in the
Fund with specific reference to your own tax situation
by obtaining advice from your own tax counsel before
purchasing each Unit.

The fiscal year of the Fund is the calendar year,

BDO Seidman acts as auditors to the Fund and the
Sponsor.




Legal Counsel

Anti-Money Laundering
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Katten Muchin Zavis Rosenman has passed upon

legal matters for the Fund and the Sponsor.

Verification of  Subscribers’ Identities and
Subscription Sources. As part of your subscription
and the Fund’s responsibility for the prevention of
money laundering, and to assist in the world-wide
effort to combat terrorism, the Sponsor, on
itself and the Fund, will require a detailed verification
of your identity and the source of the funds for your -
payment. The amount of detail required will depend
on the circumstances of each Subscriber.

By way of example, an individual will be required to
produce a copy of a passport or driver’s |license,
together with evidence of his/her address, such as a
utility bill or bank statement and date of birth. Entity
subscribers will be required to produce certified
formation documents and information - on their
directors (or equivalent. persons) and
owners. References also may be requested.

your

subscription or otherwise) contains the proc
criminal conduct, or knows or suspects that
person is engaged in money laundering, that

the Fund’s responsibilities under its anti-
laundering program, and will be indemnified
Subscriber for any losses which the Fund
principals or agents may incur for doing so.

Prohibited Investors. If the Fund determines that any
investor is a Prohibited Investor as defined in
Addendum [ to the Subscription Documents, the [Fund
may, among other things, freeze that investor’s assets

8




Additional Information

41299593.02

You are invited to meet with us for :

in the Fund and notify appropriate legal authotities.

A further

explanation of the terms and conditions

of this

offering of Units and to obtain any additional
information necessary to verify the information

contained herein, to the extent we poss

ss such

information or can acquire it without unreasonable
effort or expense. Requests for such infprmation

should be directed to Clarissa Moore, teleph

one 212-

371-4200; facsimile 212-750-4331; or e-mail at:

tmoore @djgreene.com.




RISK FACTORS

The identification of attractive investment opportumtzes is difficult and mvohes‘a
significant degree of uncertamty Returns generated from the Fund’s activities may not
adequately compensate you for the business and financial risks assumed. The Fund will be

the prospect that prices of the \‘\secunnes in which the Fund will invest may be vo
Subscribers should consider the _{ol[owing risks before investing in the Fund.

subject to those market risks common to ﬁmds investing in all types of Securities, mcl?ip;g

Small Capitalization Securities \\,

le.

The Fund’s Net Asset Vllue will fluctuate based on the market value of its portfolio

|

_posmons Smaller capitalization issues may be more volatile than the securities of larger

companies due to, among other thmgs reduced liquidity of the shares traded. Such reduced

liquidity and other factors could adversely affect the timing and price of the Fund’s acquisjtion

and disposition of Securities. \

downturns as much as Jarger ca{\)nahzanon issues due to, among other things, (1) a lac

Smaller capitalization stocks as a group may not respond to general market rallji
diversification in the business activities, (2) limited product lines, (3) markets or fin

or
of

cial

resources of smaller capltahzatlorJ‘l companies, and (4) correspondingly greater susceptibility to

changes in their business cycles.

Limited Investment History

The Fund has a limited operating history. There can be no assurance that the Fund jwill
achieve its objectives or provide a return to subscribers. Though we have prior experience in

managing investment advisory accounts, there can be no assurance that the Fund’s ﬁm )

performance will be similar to the Fund’s or our past performance.

Put and Call Options

- The seller (writer) of a co“vered call option (i.e., the writer has a long position in|the
underlying security) assumes the risk of a decline in the market price of the underlying security

" to a level below the purchase pnce of the underlying security, less the premium received on|the

call option. The writer of a covered call option also gives up the opportunity for gain on|the
underlying security above the exercise price of the call. The buyer of a put option assumesthe

risk of losing the premium it paid o purchase the option. The loss on the put option is offset, i

whole or in part, by any gain in thq\ market price of the underlying security.

Risk Arbitrage Transactions

1n

Securities may be purchased at prices below the anticipated value of the cash, securities
or other consideration to be paid or exchanged for such Securities in a proposed merger,

10
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exchange offer, tender offer or other similar transaction. If the proposed merger, exchange [offcr,
tender offer or other similar transaction later appears likely not to be consummated or in fact is
not consummated or is delayed the market price of the Securities may decline and result in
losses to the Fund if such Securmes are sold, transferred or exchanged for Securities or cash, the
value of which is less than the purchase price..

|

Indemmﬁcatnon of the Sponsor

“The Sponsor,, together \Jmh its members, principals, affiliates, officers and employees,
will not be liable, responsxble or accountable in damages or otherwise to the Fund or any of the
investors for any act or om)ss:on performed or omitted by it in good faith on behalf of the Fund
and in a manner reasonably beheved by it to be within the scope of the authority granted to it,
except when such action' or fa%lure to act constitutes negligence, gross negligence, fraud or
willful misconduct. The will be indemnified by the Fund for any loss or expense suffered or

sustained by it as a result of or in connection with any act performed by it within the scope of its

duties including, without ]mntq:non any judgment, settlement, reasonable attorneys’ fees and
" other costs or expenses incurred in connection with the defense of any actual or threatened action
or proceedmg, provided, howev‘er, that such indemnity shall be payable only if the indemnitee
acted in good faith and in a manner it reasonably believed to be in, or not opposed to, the best

interests of the Fund and the mvestors

CONFLICTS OF INTEREST

R

The Spoﬂsor, and its prinpipdls, have in the past and may in the future act as spons

or

In addmon the purchase of a Secunty for the Fund does not preclude subsequent purch
such Security for any investor ’s| individually-managed account with the Sponsor, should|such
Security be approved for the mv‘estor by its Investment Committee. Accordingly, the Sponsor,
together with its principals may “be making securities trading decisions for accounts other| than
the Fund’s during the same period that it is managing the Fund’s investments. In connection
therewith, the Sponsor may use‘ the same or different information and trading strategies!as it
utilizes in the performance of services for the Fund. It is likely that orders of the Fund may be
executed in conjunction with orders for the accounts of other funds and clients managed by the
Sponsor. The Sponsor and its prmc:pals will endeavor to achieve equitable treatment of all
accounts (commensurate with size, investment objecuve and timing d1fferences among such

I
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accounts) and to avoid any con
broker on behalf of the Fund at

flicts with regard thereto. . Further, the Sponsor may ac

t as a

such times as the Sponsor deems appropriate. This may cause a

potential conflict of interest between the Sponsor’s duty to seek best execution of the Fund’s

brokerage transactions and its desire to allocate transactions to itself.

REGULATORY MATTERS
\

The Fund is intended to h‘e substantially free of the regulatory and adxmmst:auve burdens

of a public mutual fund (e. gI various securities law filings will be eliminated,

the

confidentiality of the Fund and the investors will be preserved). However, as the Fund will not

- be registered under either the 1940 Act or the 1933 Act, certain protections that would otherwise

be available to shareholders of a regxstered investment company or a pubhc company will not be
available to the investors in the Fund Similarly, neither the proxy provisions nor the periodic
reporting requu-ements prowded‘ for under the federal securities laws will be applicable to the

Fund. The Sponsor is, nevertheless, subject to the anti-fraud provisions of the federal sec
laws.

rities

SPONSOR

|

The Sponsor’s predecessdr in interest was established in 1952. The Sponsor is regis

tered

as an investment adviser under the Investment Advisers Act of 1940, as amended and is a member
of the NASD, Inc. (“NASD”) with approximately $2 billion under management. The Sponsor

has eleven principals and a staff of approximately twenty professwnal and support persons,
whom devote their full time to fthe business.
adjunct to the investment advisory services it presently provides.

Set forth below is a brief description of the education and business background o

principals who serve as the managers of the Fund as well as the principals serving on

Investment Committee:

Fund Managers

Michael C. Greene.

all of

The Sponsor views the Fund as a worthwhile

the
the

Mr. Greene is Chief Executive Officer and Chief Investment

Officer of the Sponsor and is a mt%:mber of the Investment and Executive Committees. He began
hig investment career at Drexel Burnham Lambert, where he gained substantial experience in

fundamental analysis of companies, as well as perspective on the investment philosophies

41299593.02 ‘
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needs of institutional clients. He joined the Sponsor as a research analyst in 1985, and bec
principal of the Sponsor in 198
Officer of the Sponsor with Alaz
a BA Degree in Economics and
School of Business.

n 1. Greene. Mr. Greene graduated from Colgate Universi

Mr. Nahum is a principal and Executive Vice President
1991 as a Senior Research Analyst and became a principal

Benjamin H. Nahum.
Sponsor. He joined the firm in
Sponsor in 1992. Prior to joini
trader with R. Lewis Inc. and M
and a JD from Brooklyn Law Sc

KI Securities. Mr. Nahum holds a B.A. from Clark Uniy
hool. "

Investment Committee (In addmon to the above Fund Managers)
' H

Alan L Greene. Mr. Greene is Chamnan of the Investment Committee of the Sp

and a member of its Executive Comnmtee He joined the Sponsor as a securities analyst in

" handling investment research, account analysis, and portfolio management. Mr. Greene
over leadership of the Sponsor\m 1965 and moved to solidify the firm’s focus on prot
institutional investment management services. Under his leadership, the firm’'s assets
management have grown from approxxmately $100 million to close over $2 billion. Mr. G
holds a B.A. degree from Colgate University.

Erwin A. Zeuschner. Ilrir Zeuschner is a principal and Senior Vice President ¢

Sponsor in charge of the Invest‘ment Advisory Department and a member of the Inves
- Committee. From the outset, hxs‘ more than 30-year career has been focused on investment
holds an undergraduate degree m economics and an MBA from New York University.
investment skills and pthosophy were developed at The Chase Manhattan Bank, whe
headed investment research. In w1978 he became Chief Investment Officer of Chase Inve
Management Corp., the bank’s money management subsidiary, and Chairman of its Invest

Policy Committee. He joined the
firm’s senior mvestment profe
management.

The Sponsor will also util‘
assist the Fund Managers in manz
will support the Fund Managers
resources of the Sponsor.
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Sponsor in 1980 with a strong value phﬂosophy As one ¢
smnals he is actively engaged in research and port

ize certain of our own analysts and administrative personn

Nome a

8. From 1995-1998, Mr. Greene served as Co-Chief Executive _

ity with
earmed an MBA in finance from New York University G+duaw ‘

of the
of the -
ng the Sponsor, Mr. Nahum spent eight years as an analyst and

rersity

)onsor
1952,

took

yiding
under
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FEES AND EXPENSES PAYABLE BY THE FUND

Fund Management Fee

The Sponsor recejves a Fund Management Fee, payable monthly, equal to the following
percent per annum of the Fund’ s Net Asset Value:

.85% on the first $50,000,000 of assets,

.80% on the next $25 ,OOb,OOO of assets; and
".75% on the assets in excess of $75,000,000.

“Net Asset Value” means the total assets less the total liabilities of the Fund at any date
based upon the accrual basis of accounting in accordance with generally accepted accounting
principles consistently applied to reflect all gains and losses (whether realized or unrealized),
income and expenses, habllmes‘ and the Valuation of Securities (as defined below), with such
adjustments as are necessary or advisable in the sole discretion of the Sponsor.

“Valuation of Secuﬁtiesﬂ” for purposes of determining the Net Asset Value of the Fund’s
Securities shall mean such value as the Sponsor may reasonably determine in accordancer with

the following:

exchange and/or the NASDAQ National Market and are freely transferable shall be valued at
their last reported composite sales price used by the pricing service employed by the Custodian
on the date of determination, or, i lin the case of listed options or if no sales occurred on such day,
at the mean between the last ubld” and “ask” price at the close of business on such day.
Securitjes traded over the counter other than on the NASDAQ National Market and which are
freely transferable shall be valued at the mean between the last “bxd” and “ask” price.

In determining the value|of Securities: Securities that are listed on a national secaurities

All values assigned to Securities and other assets by the Sponsor pursuant to this
definition shall be final and conc]uswe as to all of the investors.

Operating Expenses

The Fund will pay all of its expenses, including the Fund Management Fee payable to the
Sponsor, brokerage and commission expenses in connection with transactions executed fcx the
Fund (including brokerage commissions payable to the Sponsor at its competitive rate in the

14
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event the Sponsor effects transactions on behalf of the Fund), charges and expehses of the $‘und’s
lawyers and accountants, and any Custodian, layered tax accounting and transfer fees. '

BROKERAGE ARRANGEMENTS

, The Fund will execute, clear and settle the Fund’s transactions with firms
registered under the 1934 Act as broker-dealers, including the Custodian. The Sponsor alsp may
act as a broker on behalf of the\‘} Fund at such times as we deem appropriate. Currently, {trades
executed by us will be cleared by Bear Stearns Securities Corp., however, we reserve the right to
clear trades through other clearing brokers without notice to the investors. In such event, we will
~ be subject to the same standards as described immediately below. By becoming a party to the
Fund Agreement, you will be consenting to our executing transactions on behalf of the Fund;
provided that those transactions, are effected in accordance with Section 11(a) of the 1934 Act
and Rule 11a2-2(T) thereunder and, with respect to investors that are Plans, in accordance with
the provisions of the Prohibited Transaction Exemption No. 86-128. The Fund will not
any broker to cross trade with the trades of any individual accounts that are managed. |In no
event will transacnons be effected between the Fund and any other individual account we:
manage.

In selecting brokers to execute transactions, we need not solicit competitive bids and do
not have an obligation to seek the lowest available commission cost. It is not our practice to
negotiate “execution only” commission rates, thus, the Fund may be deemed to be paying for
other products and services proYided by the broker which are included in the commission rate. .
We will, based on our knowledge of the industry, attempt to have the Fund’s brokerage
arrangements competitive with similar situated funds. In making its selection of brokers, we take
~ into account the brokér’s rehabxhty, accuracy of recommendations on particular securities,

reputation, financial responsibility, stability, ability to execute trades, nature and frequency of
sales coverage, commission rate}and responsiveness. In addition, in selecting brokers, we may
consider the value of the follovﬁing, either provided by the broker, or paid for by the broker
(either by cash payments or by commissions) to be provided by others (collectively, “Products .
and Services”): brokerage (such as clearing, order routing, custodial and settlement services,
special executions and block po‘smomng) and research and research products and services, as

described below.

Research may include, arﬁ‘ong other things, proprietary research from brokers, which| may
be written, oral or on-line. Research products may include, among other things, computers or
terminals, computer databases, ﬁnanma.l publications, and quotation equipment, in each case, to
access research or which provxde research directly. Research services may include, among other
things, research concerning market, economic and financial data, statistical information, data on
pricing and availability of securities, financial publications, electronic market quotatjons,
performance measurement services, analyses concerning specific securities, companies or
15
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sectors, and market, economic and financial studies and forecasts. Research services may be in
written or oral form or on-line.

We do not adhere to any rigid formulas in making the selection of brokers, but weighs a
combination of the preceding qfiteﬁa. The Fund has no fixed internal brokerage allocation
procedures designating specific percentages of brokerage commissions to particular firms, We
seek best execution in transacnons for the Fund and will direct brokerage to firms providing
Products and Services when thex are able to provide best execution. In recognition of the [value
of Products and Services provxde”d by a broker, we may effect securities transactions which cause
the Fund to pay the broker an amount of commission in excess of the amount of commjssion
another broker would have charged

To the extent we can obti\m Products and Services from, or to be paid for by, brokers at a
commission rate which is not h%gher than the rate we customarily pay for brokerage services
alone (although we may have to allocate more commission business to brokers who also provide
Products and Services), we may”do so. In exchange for the direction of commission dollars to
certain brokers, credits may be generated which may be used by us to pay for the Products and
Services provided by, or paid for by, such brokers. To the extent that such credits are generated
or such Products and Services are obtained, we and the Fund will be receiving a benefit by
reason of the direction of comrmssxons All such arrangements will comply with Secnon 28(e)

of the 1934 Act. | \

Products and Services may be used by us in servicing some or all of our clients (incl ding
the Fund) and the clients of our affiliates. In addition, some Products and Services may not
necessarily be used by the Fund|even though its commission dollars provided for the Pr ucts
and Services. The Fund, therefore, may not, in any particular instance, be the direct or in
beneficiary of the Products or Services provxded :

CUSTODIAN

" Bear Stearns Securities Corp a registered broker-dealer, serves as custodian of the assets

~ of the Fund ( the “Custodian™) and as the Fund’s prime broker in accordance with the terms of

various agreements between thf Custodian and the Fund, effective April 2, 2002. |The
agreements between the Custod:an and the Fund authorize and direct the Custodian to accept into
the Fund’s account any cash and ”Secunnes delivered to it by or at our direction on behalf of the
Fund and to effect transacnons involving the Fund’s assets on instruction. Among such
transactions, we may from time w time direct the Custodian to invest cash assets of the Fund in
short-term investment funds, inc uding such investment funds created by the Custodian or its
predecessors. We reserve the n1,ht in our sole discretion, to remove the Custodian and/ r to

replace the Custodian with another custodian,

16
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Under Section 15¢3-3 of the 1934 Act a broker dealer such as the Custodian is re;

uired

to segregate a customer’s securmes If the Custodian fails to do so, the Fund may be subject to a
risk of loss of the assets held by hthc Custodian in the event of the Custodian’s bankruptcy. |In the -
event of a failure of the Custodlan the United States Securities Investor Protection Corporation

(“SIPC”) provides a maximum of $500,000 of account insurance, only $100,000 of which may
be taken in cash. A broker-dealer may also provide account insurance in excess of the SIPC
amounts. For example, the Custodian currently provides an unlimited amount of excess account

insurance for the Fund. The Custodian will also act as the prime broker for transactions h

dled

for the Fund by unaffiliated broker-dealers. For a more detailed description pleage see

“Brokerage Arrangements.”

The Custodian has not. participated in the sponsorship of the Fund or the formulation of
the investment policies to-be followed with respect to the Fund by the Sponsor. The investment
management of the assets of the Fund is our exclusive responsibility. Furthermore, the
Custodian has no duty, obhgauon or intention to review the investment of assets of the Fund, to

advise us or to question our directions given to it.

PRIME BROKERAGE ARRANGEMENTS

The Custodian, as a prime broker, will, at our direction, enter into agreements to|

clear

transactions for executing broke1|s (each, an “Executing Broker””). Each Executmg Broker will
carry an account, which will be treated as a broker-dealer credit account in the name of the

Custodian for the benefit of the fund Pursuant to such agreements, the Custodian will a
for clearance and settlement trades executed for the Fund by the Executing Brokers. Furthe

ccept
r, the

Custodian will be responsible for ensuring that each Fund transaction which it bas not

disaffirmed or given notice of an intention not to clear and settle because of the occurren

ce of

certain events specified in such agreements, will be cleared and settled on behalf of the Fund and

recorded on the Custodian’s books in a cash account.

ADMINISTRATION OF THE FUND

The Fund will be admu]nstered as a co-mmgled investment account in which
investor owns an undivided mterest An investment in the Fund is similar in various respec
having a managed investment account with an investment adviser. The Fund will file an

partnership income tax returns, will provide a Schedule K-1 to each investor in the Fund,
< 17
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will allocate gains and losses (as determined for income tax purposes) in accordance wit

partnership tax provisions of the (‘que. See “Certain Tax Considerations.” Investors do not
the ability to replace the Sponsor, by vote or otherwise, and do not have the ability to chan

modify the Fund’s investment obj’ectives or the Sponsor’s investment selection process. -
\
Redemption of Investments in t‘he Fund
An investor may redeem l[al] ora portion of its investment in the Fund, without pe
generally as of the last business day of any month (“Redemption Valuation Date™) on at

30 days’ (60 days’ in the case of a redemption in kind) prior written notice (“Redem

h the
have
ge or

nalty,
least
ption

Notice”), provided, however, that no withdrawal, except a complete withdrawal, shall be

permitted if the partial withdraw:!al would result in decreasing an investor's investment t¢

than $1,000,000 immediately after such redemption. The Sponsor may waive any o
withdrawal restrictions, including“ the minimum investment and the day of redemption.
The Redemption Notice |must specify the number of Units or dollar amount t
- redeemed and the manner in which the redemption is to be affected (the date of receipt ¢
Redemption Notice is referred to” as the “Redemption Notice Date”). The Sponsor will, 1
on such timely instructions, either (1) transfer (with a valuation as of the Redemption Valu

. | oer . . .
Date) to the investor’s own account securities from the Fund’s portfolio reflecting the undiy

pro rata interest in the Fund represented by the Units to be redeemed (taking into ac

rounding to the nearest round lotil, with cash adjustments), or (2) redeem (with a valuation

» less
f the

o be
f the
based
ation
vided
count
as of

the Redemption Valuation Datc)" the specified number of Units for cash (utilizing the Fund’s

~ available uninvested cash, if any).

Units will be redeemed for cash (by direct payment by the Fund or through an exchange

arrangement upon the written dir“ection to the Sponsor by all parties to the exchange) unle

Ss.an

investor requests, in the Redemn}ion Notice, that its Units be redeemed in kind. Upon such a
~request, an investor will be entitled to receive its proportionate share of the assets that are held by

the Fund on the applicable Reden

nption Valuation Date. Investors seeking payment in kind will

be required to arrange for deliveriv of such Securities to a designated holder, such as a registered .

broker or sub-custodian. The Fund, through the Custodian, will provide such arrangements

at an

investor’s request and expense. An investor may not make any redemptions of all or any part of

its Units in the Fund except as described above.

. The Sponsor may direct the redemption, without charge, of all or any part of the U
the Fund owned by any or all invf(estors as of the last business day of any month upon at le
days’ prior written notice for any reason deemed necessary or appropriate by the Sponsor,
sole discretion and in accordance with its fiduciary duty to the investors.

18
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ERISA CONSIDERATIONS

The Sponsor may, subject to the limitations below and the other limitations herein, accept
subscriptions from Employee | Beneﬁt Plans subject to ERISA (“ERISA Plans”), from IRAs,
Keogh Plans which cover only self-employed persons and their spouses and other employee
benefit plans which cover on]y the owners of a business and which are not subject to|ERISA
(collectively, “Individual Retirement Funds”), from government plans, church plans, foreign
plans and any other employee ‘benefit plans which are not subject to ERISA (collectively, “Non-
ERISA Plans”) and from other entities the assets of which are “plan assets” due to direct or
indirect investments in such enntxes by ERISA Plans, Individual Retirement Funds, and Non-
ERISA Plans (collectively, “Plan Assets Entities”). Individual Retirement Funds, ERISA Plans,
Non-ERISA Plans and Plan Assets ‘Entities are hereafter called “Plans”.

Section 404(a)( 1) of ERISA and the regulations promulgated thereunder by the United
States Department of Labor (tlse “DOL”) provide as a general rule that a fiduciary with respect
to a Plan subject to ERISA must discharge his duties with respect to the Plan in a prudentmanner
and must consider several factors in determining whether to subscribe for Fund Units of the
Fund. If a fiduciary with rcsRFct to any such Plan acts imprudently with regard to subscribing
for Fund Units of the Fund, the fiduciary may be held personally liable for losses incurred by the.
Plan as a result of such 1mprudcnce Among the factors that should be considered are (i) the
diversification and liquidity of the Plan’s portfolio; (ii) the potential returns on the proposed
investment taking into account the risk of loss and opportunity for gain; (iii) the place the
proposed investment would occupy in the Plan’s portfolio taken as a whole; and (iv) whether the

proposed investment is perrmtted under the documents and instruments governing the Plan.

|

The acceptance of a subscnpnon by the Sponsor from a Plan does not constitute a
representation or judgment by the Fund or the Sponsor that an investment in the Fund is an
appropriate investment for that entity or that such an investment meets the legal requirements
applicable to such entity. Th?se considering the purchase of Fund Units on behalf of a Plan
remain responsible for the Pl

m s compliance with the legal reqmrements applicable to such
entity. If the purchase of Fund Units is not prohibited under the govermng documents of the -
entity or otherwise, the Plan fiduciary who decides to do so or who is instructed to do so can
subscribe for Fund Units.

Plan Assets

Depending upon- the relative Net Asset Value of Fund Units purchased by Plans, relative
to purchases by other mvestorsl, the underlying assets of the Fund may be considered to be assets
of the Plans investing in the Fund for regulatory compliance purposes. Under DOL regulations,
when an ERISA Plan, Indmdual Retirement Fund or Plan Assets Entity acquires an equity
interest in an entity such as tht”: Fund, which interest is not a publicly offered security, as is the
case with the Fund Units, the underlymg assets of the entity will not be deemed “plan assets” if
the “25% Ownership Limitation” is met. The 25% Ownership Limitation will be met if less than
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25% of the aggregate equity int
(excluding equity interests held
respect to the entity, or affiliates
met and Plans own Fund Units re

Fund Units (excluding any Fund Units held by the Sponsor or any of its affiliates),
underlying assets of the Fund w1ll constitute “plan assets” of the investing ERISA I

Individual Retirement Funds and !

when a person acquires or dxsposes of an equity interest in an entity.

|

The Sponsor will, in its s
with the 25% Ownership Limitati
Limitation, and consequently, it i
ERISA plan assets.

To the extent the assets 0
fiduciary with respect to each
- circumstances, the general prude
applicable to the Sponsor with
* transactions entered into by the‘

erests in each class of equity of the entity are held by
by any person with discretionary authority or control
of any such person). If the 25% Ownership Limitation i
presenting 25% or more of the aggregate Net Asset Value

Plan Assets Entities. The 25% Ownership Limitation is ap

|

o]e discretion, determine whether to cause the Fund to co
on. The Fund expects that it will exceed the 25% Owne
s likely that the underlying assets of the Fund wﬂl be trea

f the Fund are deemed to be plan assets, the Sponsor

Fund may be prohibited transactions. In the event th

Plans

with
$ not

of all

the

’lans,
plied

mply
rship

as

be a

Plan subject to ERISA which holds Fund Units. In|such
nce and fiduciary responsibility provisions of ERISA will be
respect to each investment made by the Fund, and certain

any

transaction would or might constitute a proh:bxted transaction under ERISA or the Code and no

exemption for such transaction or transactions is readily available, the Sponsor reserves the

upon notice to, but without the
which is an ERISA Plan, Individt

ERISA Investment Manager Sta

Where (i) a fiduciary of a
appoints an investment adviser tc
is a registered investment advise

" which acknowledges in writing
adviser can meet the requiremen

and the fiduciary’s liabilities can be partially limited with respect to the investment adv,

management of the Plan’s assets,

consent of, any investor, mandatorily to redeem any iny
1a] Retirement Fund, or Plan Assets Entity.

tus

Plan subject to ERISA is a “named fiduciary,” (ii) the fidu

that it is a fiduciary with respect to the Plan, the inves
ts of an “investment manager” under Section 3(38) of El
i
Thus, while the Plan fiduciary will remain responsible f¢
1

prudence of selecting the inve
actions, the fiduciary need not be

stment adviser, and for monitoring the investment adv.

responsible for any failure of the investment adviser to co

right,

restor

ciary
> manage the assets of the Plan, and (iit) the investment adviser
r under the Advisers Act (or under similar state law provisions)
'ment

RISA

ser’s

or the

ser’s

mply

- with ERISA’s fiduciary standards or otherwise have any obligation to manage or invest any

[

assets which are subject to the management of the adviser (unless the Plan fiduciary has actual

-l

- knowledge of a breach of the investment adviser’s fiduciary duties). In connection wi

the

offering of the Fund Units, to the extent the Fund’s assets are ERISA plan assets, the| Plan
fiducxary will have appointed thc Sponsor as an investment adviser of the Plan’s undivided
interest in the Fund. However, 1f the Sponsor is not appointed as an ERISA investment manager,
including if any of the condmons described above are not satisfied, the fiduciary of a/ Plan
subject to ERISA will be responsxble for both the selection and monitoring of the Sponsor as
well as the Sponsor’s comphance with the fiduciary standards and prohibited transaction rules of
ERISA and the related provisions of the Code.
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In the event of a breach of ERISA or the Code, a fiduciary of a Plan subject to ERISA
can be personally liable for losses incurred by the Plan resulting from the fiduciary’s breach of
fiduciary duties (including lost‘proﬁts) and a civil penalty imposed by the DOL, as well as -

significant excise taxes and other negative consequences.

Management of the Fund |

As a fiduciary under ERISA, the Sponsor will be subject to ERISA’s prohibited

[

transaction provisions .(and theH generally mirror provisions of Section 4975 of the Code) in
connection with the rhanagement of the Fund. Thus, unless an exception or exemption applies,

the Sponsor is prohibited from “al]owmg the Fund to engage in any transaction (including the

buying or sellmg of securities. or other propesty or any extension of credit) which it kng
should know is with a “party m interest,” regardless of the reasonableness or fairness
transaction. As a general mattcr this would require the Sponsor to determine whether

WS O
of the
each

transaction involving the assets of the Fund would give rise to a non-exempt prohibited
transaction under ERISA. While blind open market trades should not cause pl‘Ohlblt transaction

" concerns, investments in other ‘mvestment entities will need to be considered in light
available exemptions. A party in interest, for these purposes, includes, without limitatio

of the
n: any

fiduciary, administrator or serv1< e provider of any of the Plans or the Fund; an employer whose
employees are covered by any cf the Plans; and a union any of whose members are covered by
any of the Plans. In addition, certain affiliates of the foregoing entities are also classified as

parties in interest.

One available exemption might include the Department of Labor’s Prohibited

Transaction Class Exemption 84-14 (“PTCE 84-14"). Under PTCE 84-14, transactions e

into by the Sponsor involving uq:related parties in interest will be exempt, if the conditions

ntered
of the

exemption are met. Certain S1gmﬁcant conditions of PTCE 84-14 include: (i) the Sponso

must

be a “qualified professnonal asset manager”’ as defined in Part V(a) of PTCE 84-14 (which the
Sponsor expects that it will be), (ii) the party in interest must not be the Sponsor or any of its
affiliates, or any person that has, or has exercised, the authority to appoint or terminate the

Sponsor as a fiduciary over the plan § assets or any person that exercises fiduciary authori
connection with the plan’s decnsmn to invest in, or maintain its investments in, the Fund,

covenants from Plans that are subJect to ERISA or the Prohibited Transaction provisions
Code to facﬂnate comphance w1ﬁlx these conditions.

ty in.
The

* result of these conditions are that the Sponsor will need to obtain representations, warranties and

Df the

Another available exempuon might include the Department of Labor’s Prohibited

Transaction Class Exemption 86-128 (“PTCE 86-128"). PTCE 86-128 permits the Spon:

Sor to -

act as broker-dealer on behalf of the Fund, if the conditions of the exemption are met. Certain
significant conditions of PTCE 86-128 would include that the Sponsor be a broker-dealer and

\
that certain additional reporting a‘nd disclosure requirements be met.

While the Sponsor will endeavor to comply with ERISA’S fiduciary standards and the
prohibited transaction rules, there can be no guarantee that the good faith actions of the Sponsor
will not result in a breach of ﬁducxary duty under ERISA. In this regard the plan fiduciary is

therefore urged to consult with its own legal counsel concerning these issues. Moreover,
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can be no absolute assurance th: the Sponsor will be able to determine whether a none
prohibited transaction has occurred or might occur.

ERISA Fidelity Bond

The Sponsor will not purchase a fidelity bond satisfying the requirements of Sectic
of ERISA with respect to the assets of the Fund owned by ERISA Plans. If you are an E
Plan you must cause the Sponsor to be covered under your bond with respect to assets in
by you in the Fund. ' '

Additional Fiduciary Considerations

Certain prospective Plan iinvestors may currently maintain relationships with the S

xempt

n 412
RISA

vested

Oonsor

or any of its affiliates under which the Sponsor or any such affiliate provides investment

I

advisory and/or management services to such entity. These relationships may cause the Sponsor
or its affiliates to be deemed to be a fiduciary with respect to such Plan. As a result, an

- investment in the Fund by a i;Plan for which the Sponsor or any of its affiliates p

rovide

investment advisory and/or management services could possibly be interpreted to constitute a

prohibited use of the plan assets” of such entity because it has the effect of benefiting them
Sponsor has determined that neiuther it nor any affiliate will recommend investment of an
assets in Fund Units with respect to which assets the Sponsor or any such affiliate may
fiduciary, nor will the Sponsor Hor any affiliate allocate any such assets over which they
discretionary control to the Fund. Plan fiduciaries should make their own determi
regarding whether any relat_ioxféhip the Plan investor (or its fiduciaries) maintains wi

The

v Plan
y be a
r have
nation
th the

* Sponsor or any of its affiliates wi
Reporting and Disclosure

Plan fiduciaries are re
requirements under ERISA or th
(Annual Return/Report) is requi
to DOL regulations, ERISA Pla
5500 information relating to the
close of the Plan’s fiscal year,
Moreover, to the extent the ass
regarding the Fund’s assets and
to be reported on the Plan’s For

ould constitute a prohibited use of plan assets.

sponsible for complying with any reporting and disclosure
e Code resulting from an investment in the Fund. A Form
red to be filed by certain Plans investing in the Fund. uant
ns investing in the Fund would need to include on their| Form
fair market value of the Plan’s investment in the Fund as of the
and the Plan’s acquisition or disposition of any Fund [Units.
cts of the Fund are treated as plan assets, detailed information

iabilities and even the Fund’s investment transactions may need

m 5500, unless the Sponsor elects to make an alternative, filing

directly with the DOL. Present]“y, the Sponsor intends to make such filing with the DOL. |If the .

Plan’s fiscal year differs from th
valuation information on its Fun
of the Plan’s fiscal year.

e Fund’s fiscal year, the Plan investor may not be able to pbtain
d Units or on the underlying assets of the Fund as of the last day

tirement Funds

Special Rules for Individual R

Individual Retirement Fi
their Individual Retirement Fund
Retirement Funds are subject

41299593.02

ind fiduciaries should consider the unique rules applicable to
before making an investment in the Fund. Although Individual
to the prohibited transaction rules of the Code, Indiyidual
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Retirement Funds are not subject to ERISA’s fiduciary standards, but may be subjéct‘ to
additional rules and regulations that could impact a decision to invest in the Fund. For example,

IRAs are subject to 'special custody rules and are prohibited from investing in ¢
commingled investments. A violation of these custody rules or a prohibited commingling ¢

ertain
of the

assets of an IRA in other than a common trust fund or common investment fund could result in

the disqualification of the IRA and a deemed distribution of the IRA’s assets to the benefici
the IRA. ‘

Exempt Plans

ary of

Certain Plans may inclu ie the assets of governmental plans which are not subjc,ct to

ERISA and church plans which often will not be subject to ERISA. Also, the above-des:

‘ribed

prohibited transaction prdvxslons“ do not apply to governmental plans or church plans. However,
such Plans are subject to prohlbmons against certain related-party transactions under Section 503
of the Code, which prohxbmons operate similar to the above-described prohibited transaction

rules. In addition, the ﬁduc1ary( of any governmental or church plan must consider applj
state or local laws, if any, and the restrictions and duties of common law, if any, imposed
sucb plan before making an investment in the Fund. :

Information Request

cable
upon

The Sponsor reserves the right to request from any investor or potential mvestor in the
Fund such information as the Sponsor deems necessary to monitor Fund investments relating to

Plans or potential Plan-related compliance concerns.

* * *

Plan fiduciaries that are prospective investors should consult with their own counsel
concerning the appropnateness of an investment in the Fund, and the consequences under ERISA

or other applicable law of an inv estment in the Fund, including all compensation arrangements.

CERTAIN INCOME TAX CONSIDERATIONS

The following is a sumxjnary of certain Umted States income tax considerations

hich

may be relevant to you. It is 1mpract1cal to set forth all aspects of Federal, state and local income
tax law which may bear upon| an investment in the Fund. The income tax considerations

discussed below are neccssanly general and may vary depending upon your p
circumstances. Therefore, you should consult their own professional tax advisors as to y
consequences of this investment.
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regulations, rulings and practice all of whxch are subject to change. The Fund has not sought a
ruling from the Internal Revenue Service (“IRS”) or an opinion of legal counsel as to any tax

matters.

Treatment as “Partnership”

Under current U.S. Trca“lsury Regulations, the Fund is classified as a partners

ip for

Federal income tax purposes. HThe Fund also will be administered so that it should not be
classified as a “publicly traded partnership” within the meaning of Section 7704(b) of the Code.

Accordingly, the Fund will not be a taxable entity for Federal income tax purposes, but

ill be

required to file an annual Federal and state pannerslup information income tax return. | Each
investor will be required to take[( into account in deterrmmng his or its income tax liability each

year, his or its proportionate s}%are of the Fund’s income, gain and loss, whether or n
income is paid out to such investor.

|

- investor with a statement mdxcatmg the amounts representing such investor’s share of the
net capital gain or loss, dxvxdends and other relevant information for purposes of en
investors to report such amounts”for income tax purposes.

H

The income tax returns of the Fund may be audited, and such an-audit could lead

As promptly as practicable after the end of each fiscal year, the Fund will provxdi each

t any

und’s
bling

to an

audit of the tax returns of the mvestors Such audits could result in the determination of tax

deficiencies unrelated to the Fm”)d. Furthermore, interest paid on tax deficiencies would
not be deductible by most investors.~

.‘ Tax Shelter Regulations; Dlsclosure

|

Recently finalized Regulahons directed at abusive tax shelter activity and gen
effective January 1, 2003 appl*y to transactions not conventionally regarded as tax sh

likely

erally
elters.

Among other things, the Regulat ons require specified disclosures by certain persons that directly -

or indirectly participate in a rﬁportable transaction,” as defined. A transaction involvi
actual or deemed acquisition of an asset generally is a reportable transaction if it generates

tax losses (whether or not offse; by income or gains) equal to or greater than certain am
(specified below), unless the tr‘ansactxon comes within one of several exclusions. Whi
exclusions generally cover most‘I customary trading activity, they do not cover certain tyf
arbitrage and derivatives transactxons among others. Accordingly, it is possible that the
may participate in one or more reportab]e transactions. In that event, the Fund would be req
to file an IRS Form 8886 with 1ts tax return (which may increase its risk of being andited
maintain a list identifying those investors (if any) that were allocated tax losses fron
reportable transaction(s) equal to or greater than the specified amounts. (The amounts an
taxpayers other than C corporations, $2 million from one or more reportable transactions i
taxable year, $4 million from one or more reportable transactions over any six-year peric

$50,000 of ordinary loss from a‘ny foreign currency transaction that is not otherwise exc

ng an
gross
ounts
e the
es of
Fund
uired
) and |
n the
e, for
n any
yd, or
luded

from the application of these rules.) An investor that is allocated tax losses from reportable

transactions equal to or greater than the specified amounts must file an IRS Form 8886 with

its

own tax return for each year that the investor reports tax losses from the reportable

transaction(s).
24

41299593.02




Tax Considerations For Tax-Ex

The Fund does not expec
Assuming that no UBTI is genera
losses of the Fund, even though
their Units.

empt Investors | \
t to generate any unrelated business taxable income (“UET‘I”).
ted, tax-exempt investors will be unable to deduct expenses and
any such items allocated to them will reduce the Unit Value of

Considerations For Investors N

The Fund will* allocate 1ts taxable income, gains and losses among the invest

ot Exempt from Federal Taxation

rs in

accordance with the reqmrements of Section 704(b) of the Code and the Treasury Regulations

thereunder. Since gain or loss o
Fund for tax purposes until the
between an investor’s economic

gain or loss reported by the Fund

The Fund will utilize a va
long-term capital gain,'as well

developed with a view to generat‘
|
Under current tax law, a

term capital gains of non-corpor
gains from property held for m
capital losses over capital gains :

n the Fund’s Securities generally will not be recognized by the
Securities are sold or disposed of, discrepancies may result
gam or loss (as reflected in the Unit Value) and his share of the
for tax purposes.

and
not

riety of trading strategies that may produce both short-te
as ordinary income. The Fund’s trading st.rategles
ing income of any particular character.

ax rate of 35% generally applies to ordinary income and short-
ate taxpayers and a top rate of 15% generally applies to capital
ore than 12 months (“long-term gain”). The excess of Fund
is deductible by a non-corporate taxpayer against capital |gains

from other sources, plus up to $3,000 of ordinary income each year. Unused capital losses may

be carried forward indefinitely by a non-corporate investors, but may not be carried back by such
investor. AS A RESULT OF] THESE LIMITATIONS, AMONG OTHERS DESCRIBED
HEREIN, AN INDIVIDUAL’S SHARE OF THE FUND’S CAPITAL LOSSES, IF ANY, WILL

NOT MATERIALLY REDUCE HIS FEDERAL INCOME TAX ARISING FROM
ORDINARY INCOME FROM THIS AND OTHER SOURCES.

* Under Code Section 67, an individual’s miscellaneous itemized deductions for any
including his investment expenses other than interest, are deductible in any year for
income tax purposes only to the extent that they exceed 2% of his ad_;usted gross mcome,

not deductible at all for alternati
such -expenses is further reduce.
adjusted gross income in excess
- otherwise allowable miscellaneo
these purposes do not include ex
the Fund is considered to be
individual’s ability to deduct his
described above. This could resu

excess of his economic profits from the Fund.

|

HIS

penses incurred in connection with a trade or business.
engaged in the trade or business of trading Securitie:

It in an individual investor’s having to report taxable inco

f

The Fund will file tax returns reﬂecnng the position that its trading activity is not a
passive activity for purposes of the passive acuvuy loss limitations of Section 469 of the Code.

Accordingly, for most taxable mvestors taxable income generated by the Fund’s transac

41299593.02
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will not be permitted to be ofi set by passxve activity losses from other investments,
losses generated by the Fund’s transactions will not be affected by these hrmtanons

An investor generally h

d tax

will not recognize gain or loss on the receipt of marketable

Securities upon a withdrawal from the Fund. An investor’s basis in marketable Securities

[
received upon withdrawal from

Future Tax Legislation

Legislation may be enac ted in the future, and Treasury Regulations may be issu

could be retroactive with respec‘t to transactions entered into prior to the effective date th

the Fund generally will equal such investor’s basis in his Units.

, that
of or

could generally affect the Fund (or an investment therein). There can be no assurance that
changes in the tax law applicable to this investment will not occur that could adversely affect the

tax treatment of gains, losses and expenses arising from past or future activities of the Fund.

State and Local Taxes

subject to various state and local taxes. (No such taxes are anticipated to be payable by
in New York.) State and local tax laws may differ in various respects from Federal inc
law, and may impose additional limitations on the deductibility of various expenses and

" In addition to the Federal income tax consequences described above, investors ‘Ejy be

Fund
e {ax
losses.

Prospective investors should consult with their own professional tax advisors concerning the

applicability of state and local taxes to an investment in the Fund.

* * *

|

The consequences of an investment in the Fund may vary depending on your particular

circumstances. Accordingly, y ‘ou are urged to consult your own tax advisor with respec
effects of this investment on your own tax situation.

to the

PLAN OF DISTRIBUTION

Units in the Fund are offered on behalf of the Fund by us, the Sponsor. No selling

commissions will be charged. ‘
\

fees or-

Units in the Fund genera]ly are being offered on the first day of each month; provided,
however, that we reserve the nrght to admit investors at other times. Investment funds received
prior to 1:00 p.m. (New York time) on any business day will be deposited by us into the Fund’s

account on that day; mvestmeﬂnt funds received after 1:00 p.m. (New York time) will

be so

deposited as of the next succeeding business day (the date of deposit is referred tp as a

Contribution Date). Commenémg on the Contribution Date, funds will be managed by
pursuant to the Fund Agreement the form of which is annexed hereto as Appendix L

| 26
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_redeeming investors, on the Valuation Date).

The number of Units ascribed to each such investor on the Contribution Date Ja
calculated at a price per Unit based on the Net Asset Value of the Fund at the last busines
preceding the Contribution Date (any such last business day is hereinafter referred to
“Valuation Date”). The number|of Units purchased on the Contribution Date by an investc
equal such investor’s investment divided by the per Unit value (the “Unit Value”) of the
on the Valuation Date (i.e., the Net Asset Value of the Fund on the Valuation Date, divid

the aggregate number of Units I?eld by all investors in the Fund, excluding new investol

|

ill be
s day
as a
or will
Fund
ed by
s and

. . .

|
SUBSCRIPTION PROCEDURE

|

“In order to invest in the #und, you must (1) complete, execute and deliver two cop
the Subscription Agreement, together with such other supporting documents as we may re

and (2) pay the full amount of your subscription, by check or wire transfer or otherwise pra
1 (<) pay .

ies of
quest;
vided

in accordance with the instructions in the Subscription Agreement, to the Sponsor at 599

Lexington Avenue, 12th Floor, New York, New York 10022, Attn: Clarissa Moore.

I

By executing the Subscription Agreement, you will become a party to the
Apreement, which sets forth the” terms of your participation in the Fund. The Fund Agre
generally provides that the operation of the Fund, and your rights and responsibilities, will
described in this Memorandum. H For full information as to the contents of the Fund Agree
you should read the Fund Agrcnement annexed bereto as Appendix L The term of the
Apgreement is one year, with automatic successive one year renewals, unless you notify
writing, not less than 30 days prior to the commencement of any such extension, of
intention not to renew the Fund Agreement, in which case you will be considered to

requested a redemption of all of #our Units for cash.

Fund
ement
be as
ment,
Fund
us in

your
have

REPORTS TO INVESTORS -

The Fund will provide to each investor a quarterly report setting forth the Fund’

Net

Asset Value, the Unit Value and the number of Units held by such investor. At the end of each
fiscal year, the Fund will provide to each investor (1) a copy of the Fund’s annual financial

statement with respect to such year audited by BDO Seidman, the Fund’s independent fin
auditors; (2) a copy of Part II of the Sponsor’s Form ADV; and (3) a statement disclosin
aggregate compensation received by the Sponsor in effecting transactions on behalf of the

27
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on national securities exchanges on which the Sponsor is'a member. In addition, as sgon as
practicable, but no later than 90 ﬁlays after the end of each fiscal year, the Fund will furnish each
investor with such information as may be necessary to enable the investor to file his f=dera]_ ‘

u
income tax return and any required state income tax return. The Sponsor will provxde cop

each of the foregoing to each subscnber prior to such subscriber’s investing in the Fund.
Fund will also file with the DOL each year an auditor’s report prepared by BDO Seidm
described in 29 C.F.R. §2550 103-12.

ies of
The
an as

ADDITIONAL INFORMATION

~ conditions of this offering of Units and to obtain any additional information necessary to

You are invited to meet, with the Sponsor for a further explanation of the te

i
the information contained herem. to the extent the Sponsor possesses such information

acquire it without unreasonable( effort or expense. Requests for such information shou

“and
erify
r can
1d be

directed to Clarissa Moore at the Sponsor, telephone 212-371-4200; facsimile 212-750-4331; or

e-mail at: moorc@d]gr_eene com

28
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Appendix I

THE DJG SMALL CAP VALUE
FUND AGREEMENT

David J. Greene and Company, LLC
The DJG Small Cap Value Fund
599 Lexington Avenue, 12th Floor
New York, New York 10022

._ Re: The DJG Small Cap Value Fund (the “Fund™)

Gentlemen:

This letter when executed by you (the “Sponsor”) will constitute an agreement between
the Sponsor and the investor named in the Subscription Agreement (the *‘Subscription
Agreement”) dated of even date herewith, which is attached hereto as Exhibit A and made part
hereof (the “Investor”) relating to the Investor’s subscription for Units in the Fund, a co-mingled
investment account maintained and managed by the Sponsor. The terms of the operation and
administration of the Fund and t.he rights and responsibilities of the investors in the Fund are set
forth in the Fund’s Confidential Memorandum dated June 7, 2004 (the “Memorandum™), which
is attached hereto and made part hereof. Capitalized terms used herein and not otherwise defined
shall have the meanings given to thern in the Subscription Agreement and the Memorandum.

|

The Investor and the Sponsor hereby agree as follows:

1. Redemptions. (a) | All or any portion of an Investor’s interest in the Fund may be
redeemed, without penalty, subject to the provisions set forth in the Memorandum under

“Redemption of Investments in th;‘e Fund.”

(d)  Upon the request|by the Investor for redemption, the Sponsor may, and the
Investor authorizes the Sponsor, pursuant to the Redempuon Notice to be delivered to the
Sponsor as described in “Redempﬂon of Investments in the Fund,” to take all such action as|may
be required to effect the redemption of the Investor’s interest in the Fund.

2. Expenses and Management Fees. For its services in administering and serving as
the investment adviser to the Fund the Sponsor shall be entitled to receive directly from the
Fund an annual Fund Management Fee as described in the Memorandum under “Commnmﬂon
of the Sponsor.” The Fund w111 bear all expenses described in the Memorandum under

“Expenses of the Fund” and “Corr‘xpensanon of the Sponsor.”

41308016.01




3. Investment Objectives. The investment objective of the Fund and the polici

that

will be followed in seeking to meet such objective are set forth in the Memorandum under

“Investment Objectives,” “Investment Selection Process” and “Investment Restrictions.”

4. Indemnification; Exculpation. (a) The Sponsor together with its principals,
members, affiliates, officers and‘ employees, will not be liable, respon51ble or accountable in

damages or otherwise to the Fund or any of the investors for any act or omission perfo
omitted by it in good faith on be} alf of the Fund and in a manner reasonably believed by it
within the scope of:the authorxty granted to it, except when such action or failure tp

or
to be
act

constitutes negligence, gross neghgence fraud or willful misconduct. The Sponsor will be

indemnified by the Fund for any) loss or expense suffered or sustained by it as a result of
connection with any act performed by it within the scope of its duties including, wi

or in
ithout

limitation, any judgment, settlement reasonable attorneys’ fees and other costs or expenses
incurred in connection with tbe defense of any actual or threatened action or proceedmg,

provided, however, that such 1ndemmty shall be payable only if the indemnitee acted in

good

faith and in a manner it reasonably believed to be in, or not opposed to, the best interests of the

Fund and the investors. .The Sponsor, at its own cost, may acquire insurance against any liability

relating to the Sponsor’s actwmeg with respect to the Fund.

(b)  If the Investor is not a Plan, the Sponsor shall not have any respons:bllmcs
respect to assets of the Investor other than the Investor’s investment in the Fund and any
investment advisory accounts to \’vhlch the Sponsor is an advxser

(c) " If the Investor is a Plan, the Sponsor shall not be considered a fiduciary or

with
other

have

i .
any other responsibilities with Tespect to assets of the investor other than Investor’s investment in

the Fund, any other investment advxsory account or funds to which the Sponsor has agreed
a manager. Except as may otherw1se be specifically required by the Employee Retire
Income Security Act of 1974 (ﬂ‘ERISA”), the Sponsor shall not be responsible for any

to be
ment
loss

incurred by reason of any act or omission of any broker-dealer, custodian, or the undersigned (or
any custodian), or other fiduciary of the Plan. The Investor acknowledges that the Sponsor will
not purchase independently a fidelity bond satisfying the requirements of section 412 of ERISA -

with respect to the assets of the Fund owned by a Plan. The Investor shall cause the Spons

or to

" be covered, while the Investor owns an interest in the Fund, under the Investor’s ERISA section

412 fidelity bond and will prowd‘e evidence with respect thereto to the Sponsor, if so request

ed.

s Plan Subscribers. ‘Ifthe Investor is a Plan and if the underlying assets of the [Fund

are deemed “plan assets” within the meamng of Department of Labor regulation 29 CFR 25
- 101, the Sponsor is hereby appomted as an “investment manager,” as defined in section 3(3

acknowledges that it is a ﬁducmry within the meaning of section 3(21)(A) of ERISA with
to the assets of the Plan allocated to the Fund and represents and warrants that it is a re
investment adviser under the 1940 Act and meets the standards established by the Departme

ERISA, with regard to the poruon of the Plan’s assets allocated to the Fund. The Sponsor:%reby

10.3-
8) of

pect
tered

nt of

Labor for a “qualified profess1ona] asset manager,” as set forth in Prohibited Transactions Class

Exemption No. 84-14.
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6. Sponsor Effected Fund Transactions. The Investor specifically authorizes the
Sponsor to effect transactions on behalf of the Fund as well as to perform investment ad 1sory
services for the Fund, and the JInvestor agrees that the Sponsor may retain compensation in
connection with effecting secunt:es transactions for the Fund; provided that those transactions -
are effected in accordance with Section 11(a) of the Securities Exchange Act of 1934 and Rule
11a2-2(T) thereunder and, thh[ respect to Investors that are Plans, in accordance with the
provisions of Prohibited Transaction Exemption No. 86-128, Fed. Reg. 41686 (November 18,
1986).

7. Non-assignability. The Investor’s interest in.the Fund is not transferable or
assignable by the Investor without the prior written consent of the Sponsor.

8. Term. The term of this Agreement shall commence on the date hereof and|shall
terminate on the first anmversa.ry of such date; provided, however, that, unless the Sponsor or the
Investor shall, not less than 30 days prior to the expiration of the term hereof, notify the other of
its intention not to renew the tenn hereof, each shall be deemed to have consented to the regewal
. of this. Agreement for a period of one year, and these renewal provxslons shall again apply at the
end of each such one-year penod If the Investor notifies the Sponsor in writing upon at least 30
days’ prior written notice of its mtenhon to terminate this Fund Agreement, the Investor will be
considered to have requested a redemphon of all of its interest in the Fund for cash,

9. The Custodian. The Investor hereby ratifies the appointment of Bear Stearns
Securities Corp. (the “Custodian’) }) as custodian and prime broker of the Fund pursuant to various
agreements among the Custodian, the Fund and the Sponsor, and hereby authorizes the Spag:xsor
to enter into with the Custodian, on behalf of the Fund, such other usual and customary
agreements regarding the Custodian’s handling of the Fund’s assets as the Sponsor shall deem
necessary and appropriate. The Custodian shall not be subject to any liability of the Investor, the
Sponsor, or to any other person, firm or organization (including beneficiaries of any Plan or
trust) for any investment made at the direction of the Sponsor or for any loss or diminution of
assets of the Fund resulting from| any action taken or omitted by the Sponsor or the Custodian at
the direction of the Sponsor. The Custodian has not participated in the sponsorship of the Fund
or the formulation of the investment policies to be followed with respect to the Fund by the
Sponsor. The investment management of the assets of the Fund is the exclusive responsibility of
the Sponsor. Further, the CustodJan has no duty, obligation or intention to review the investment
of assets of the Fund, to advise the Sponsor or to question directions given to it by the Sponspr.

10.  Miscellaneous. (a) The Sponsor may act as investment adviser to other persons,
firms or corporations, including commmg]ed investment pools or entities similar to the Fund '
\
(®)  Neither this Fund Agreement nor the Sponsor’s management of the Fund shall be
assigned (as defined in the 1940 .Wct) by the Sponsor without the consent of the Investor.
(c) The Sponsor may retain appropriate professional advisors, including accountants
and legal counsel, and is hereby 1\authonzed to accept their findings and conclusions, including,
but not limited to, conclusions concerning the valuation of the assets of the Fund and allocations

of gains and losses to the respecﬁw‘be Investor, and shall incur no liability for so doing.
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(d)  All notices requir

ed or pemutted pursuant to this Agreement shall be in memg

and shall be addressed to the parties at their addresses set forth herein, or at such other address as

either party shall so specify.

() = The section headings in this Agreement are for convenience only and shall be

given no effect in construing or ifnterpreting the provisions of this Agreement.

|

® This Agreement consututes the entire agreement between the parties with re

spect

to the subject matter hereof. The provisions of this Agreement may not be modified or waived

except by written agreemcnt executed by the party to be bound thereby.

(g) Except as otherw se prov1ded in Section 514 of ERISA, this Fund Agree

shall be govemed by. and constqued in accordance with the internal laws of the State of

ment
New

York (without giving effect to the conflict of laws principles thereof) applicable to contracts, _

transactions and obligations entered into, and to be wholly performed, in the State of New Y|

ork.

(h)  The parties agree that any action or proceedmg arising, directly, mdxrecnly or

otherwise, in connection with, out of, related to, or from, this Fund Agreement, any b
hereof, or any transaction covered hereby, shall be resolved, whether by arbitration or other;
within the State of New York. A‘ccordmgly, the parties consent and submit to the jurisdicti
the federal and state courts located within the State of New York. The parties further agree
any such action or proceedmg brought by either party to enforce any right, assert any clait

obtain any relief whatsoever in gonnecnon with this Fund Agreement shall be commence

such party exclusively within the State of New York.

Very truly yours,
INVESTOR

David J. Greene and Company, LLC,
as attorney-in-fact

B'y:
Name:
Title:
_ AGREED TO:
DAVID 1. GREENE AND COMPANY, LLC
as Sponsor of the Fund
By:
Name:
Title:
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