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J.R. Nerone, Esq. (CA Bar # 49675) poLTiT e
19358 Blythe Streel Vonhe e
Reseda, CA 91335 L

(818) 772-2118 Y

Attorney for Investor Don Zinman

UNITED STATES ISTRICT COURT
FOR THE
DISTRICT OF NEW JERSEY

COMMODITY FUTURES TRADING )
COMMISSION,

Plaintiff,

)
)
)
)
V8. ) Civil Action No.: 04CV 1512
)
EQUITY FINANCIAL GROUP, LLC, ) Honorable Robert B. Kugler
TECH TRADERS, INC., TECH )
TRADERS, LTD., MAGNUM )
INVESTMENTS, LTD., MAGNUM )
CAPITAL INVESTMENTS, LTD,, )
VINCENT J. FIRTH, ROBERT W, )
SHIMER, COYT E. MURRAY, and J. )
VERNON ABERNETHY )
Defendants. )

INVESTOR DON ZINMAN, THROUGH HIS ATTORNEY,

J.R. NERONE, HEREBY OBJECTS TO THE HONORABLE

ANN MARIE DONTO’S REPORT AND RECOMMENDATIONS

AND PROPOSED ORDER RE: DISBURSEMENT INTERIM

DISTRIBUTION PLAN OF FUNDS FILED BY THE EQUITY

RECEIVER FOR THE DEFENDANTS

Objector, Donald Zinman, respectfully represents:
1. Objector, Donald Zinman, invested a total of $250,000 into his Shasta
Capital Associates, LLC (Shasta) account by making two separafc payments. The
first, in the amount of $150,000, was wired to Shasta on February 25, 2004
(thirty-four days before the Commodity Futures Trading Commission’s (CFIC’s)

April 1, 2004 order to freeze all Shasta transactions). Objector’s second payment
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of $100,000 to Shasta was paid good March 29, 2004 in Shasta’s account,
although post dated for payment by Objector for April 17, 2004."

2. Investor Zinman objects to the Honorable Ann Marie Donio’s Repori and

Recommendation and Proposed Order for interitm payment, as (A) it relates to

both the March 29, 2004 payment in the amount of $100.000 {Check No. 2924),

sequestrated by the Receiver from Shasta’s account and (B

investment in the amount of $150,000,

3. On the day of the freeze, i.e. April 1, 2004, Objector’s $100,000 was in
Shasta’s account, and remaincd there until said sum was sequestrated by the

Receiver. No part of this $100,000 was cver at risk. Shasta, a Limited Liability

Corporalion and commedities funding pool, managed and operated by Vincent J.
Firth and Attorney Robert W. Shimer, located in New Jersey, never forwarded
any portion of Objector’s $100,000 investment to Tech Traders, which is a
separate company that trades in the commodities futures market. Its ofTices

are in Gastonia, North Carolina, and it is operated by Coyt E. Murray.”

4. The reasoning in the Honorable Ann Marie Donio’s Recommendation and
Report (Report) vis-a-vis Objector’s $100,000 investment is inconsistent. She
agrees with Receiver that “any funds deposited into (he Shasta or Tech Trader

accounts after the April 1, 2004 freeze order should be retumed to the investors

1 See Washington Mutual’s acknowledgment of Objector’s request for and a copy of Check No.
2924, dated April 17, 2004, in the amount of $100,000, for deposit into Objector’s Shasta account,
and “The Stipulation of Facts” signed by the Receiver conlirming the same, attached and
incorporated hergin, as Exhibit A

2 See January 31, 2004 letter of Robert Shimer (legal counsel for Shasta) verifying that no portion
of Objector’s $100,000 investment payment to the Shasta commodities pool was never forwarded
for placement with the trading entity (Tech Traders) atlached hereto and incorporated herein by
reference, as Exhibit B
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and not made a part of the Receivership asscts.” The rationale for this is “to
maintain the stalus quo and prevent additional losscs to customers.” |Report at 72-
73] She prevents “additional loss” for those with money in the Shasta account if
the funds were dcposited after April 1, 2004, and ignores this principle as it
applics to Objector, whose funds (which were never transferred to Tech Traders)
were in the cxact same accouni at the same time.

5. Tt makes no logical sense, and serves no principle of justice and/or equity,
to causc more injury (o an innocent investor (Objector) by confiscating the
$100,000, which was never forwarded for “placcment” with the “trading entity’
(Tech Traders) becausc, at the time of the CFTC frecze, said amount was in
Shasta’s Citibank Escrow Account. Shasta and Tech Traders are totally different
entities.” Tech I'raders has no ownership or access to any of the Shasta

monies, until Shasta sends the funding to them. The Honorable Ann Marie Donio
mistakenly places Objector’s $100,000 check in the same class as all the previous
monies which had been forwarded by Shasta for ‘placement’ in the ‘trading
entity” (Tech Traders), theorizing that all of the investors were exposed to the risk
at the same time, and that each individual investor’s account should not be traced.
In fact, the CFTC freezc order protected Objector, as to these funds, from joining
the victim’s class a second time. Objector’s post-dated April 17, 2004 check

(which nevertheless cleared Shasta’s account as good funds on March 29, 2004),

3. The Honorable Ann Marie Donio quotes the Shasta LLC Operating Agrecernent [Report at 17-
| 8] which states in part “[Ijnitial Capital contributions and additional capital received from each
Member shall be allocated [to each members account] as follows: 99% of each Member’s capital
contribution (whether initial or additional) shall be allocated 1o that Members Trading Capital
Account for placement with the Trading Company [Tech Traders].” (underlining added)
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.

can be tracked with certainty. The $100,000 is easily traccable to investor Don
Zinman.* It was never forwarded to Tech Traders and thereforc never at risk of
being purloined or invested at a loss by them. Therefore Objector is entitled to a
full refund of the $100,000 in the Shasta account on the day of the freeze. To do
otherwise does nol maintain the status quo, as of April 1, 2004, It arbitrarily and
unnecessarily makes an innocent investor a victim, and adds insult to insult and
injury to injury. It violates the very purpose of the frceze order, i.e. “to prevent
additional losses 1o customers.” Anderson v. Stephens, 875 F.2d 76,78 (4™ Cir
1989)

b. The Honorable Ann Marie Donio relies on Cunningham v. Brown, 265
1.8, 1 (1923) (the Ponzi Case) as authority for lumping together all of the
investors who placed their moncy at risk, over a four year period of time, in the
constantly Muctuating futures markct. 1f she is correct that the situation before this
Courl is a classic Ponzi scheme, the Objector would be agreeable to the suggested
pro rata sharing, but she is incorrect. Her well-meaning but too easy solution to
distribute 38% of each investor’s total investment as the return on their
investment, is patently unfair to investors who only came on board in the last
year, month or week before the freeze. Traceable historical records of all
investors’ payments to each of the defendants are in the possession of the
Receiver. Apparently, from the Receiver’s supporting Affidavit, he has records of

all of the “trading entity’s’ (Tech I'rader’s) month to month futures transactions.”’

See Smimoer™s lenter, pg. |, Exhibit B

5 See Receiver's Affidavit in Support of Proposed Interim Distribution at 3, para. 7 and at 2 through
7
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If he doesn’t have all of the trading records, these records can be obtained from
the commodities brokerage houses utilized by Teeh Traders.

7. Shasta, the commodities funding pool and the Tech Traders contracted to
invest funds that were in Shasta’s charge to turn a profit.” Tech Traders were 10
perform a fiduciary duty, i.e. to do their very best to yield gains in the futures
market. In the normal course of business, an investor in a commodity pool, such
as Shasta, understands that the investment is to place at risk in the futures market,
and that the trading entity will incur gains and/or losses on a monthly or periodic
basis. The fraud in this case was twofold. Tech Traders most assuredly
fraudulently reported profits, while actualty taking losses from their trading.
Sceondly, we assume, but do not know that they were probably co-opting

the investor's money. There was, however, a chance to make profits. Tech
Traders had a busincss; they were trading, but losing, and were fraudulent in their
repotting. In the Ponzi Case, there was no actual business activity, and thus no
chance for profit. 1t was a complete sham enterprise set up for Ponzi to steal from
his lenders.

8. The court in the Ponzi Case when citing Clayton’s Case, recognives the

lack of faimess in the approach recommended by the Receiver when it is possible

to track the inveslor contributions, the fate of thosc contributions, and the

execution of trades by Tech Traders.” The Common Law logic annunciated in

6. See Article 1V, at pgs. 5 through 6 of the “Shasta Investors Agreement,” attached herete and
incorporated hercin, as Exhibit C

See Cunningharn v. Brown, [d. at 12, The Court differentiates funds that can be raced and those
that can not, citing Clayron’s Case, 1 Merivale, 572 (1816} wherein that court stated ... In a fund
in which are mingled the moneys of several defrauded claimants insufficient to satisty them all,
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Clayton’s Case is as applicable today as it was two hundred years ago. [See

Ruddle v. Moore, et al., 411 I'2d 718, al 719 (1969) and Topworth International

Ltd.. 205 F.3d 1107, at 116, (1999) citing Commodity Futures Trading

Commission vs. Richwell Int’L 11d,, 163 B.R. 161 (N.D. Cal. 1994) This time

tested standard provides that wherg the funds can be traced, as in the case before

this Court, the only fair and jusi solution to prevent late inyestors from having to

subsidize the losses of earlier risk-taking investors. is to track the disparities in the

amount of time each investor’s funds were at risk. The amount of risk to wbich

the funds were subjected is directly related to the specific months and times that
the investors’ monies werc in the charge of Tech Traders. Moncy at risk for a
month should not be treated the same as money at risk for six months, one year or
two years or even four years. Later investors in a commodity pool are paying into
a joint fund which may or may not be taking losscs via a ‘trading entity’s activity

in the firtures market.? Any partner who withdraws from a fund whether or not it

is making money, is paid out the common fund, just as in the case ol Tech

Traders.
9.  In his historical report to the Court, the Receiver provides the chronology
of funds flowing in and out of all of the named defendant investor groups’

accounts.” He has records of how much came into Tech Traders, from the

the first withdrawals werc Lo be charged against the first deposits and the claimants were entitled
to be paid in inverse order in which the monies went into the account.

g See example of such a performance history relative to another commedity pool operated by John
Henry and Company who have been manageing billions of doliars for many years (uarelated to
this case) as an example, attached hercto and incorporated herein by reference, a4 Exhibit D and
The Declaration of Don Zinman in Support of Objection to the Honorable Ann Marie Donio’s
Recommendation and Report, at 11, para. 6 of this document.
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inception of its operation right up to the days after the April 1, 2004 freeze order.
What is required of the Court to arrive at the appropriate distributton is to gather
and run the numbers of inflow and outflow of funds reccived and expended by
Tech Traders, to arrive at a proper rate of loss per unit of time, and apply that rate
to each specific investment, as ol (he date of the investment. By following the

logical and equitable principle enunciated in the previously cited Clayton's Case,

i.e. when it is possible to track the inflow and outflow of funds in a co-mingled

account containing an amount insufficient to satisfy all of the defrauded

depositors. justice demands that the funds be returned to the claimants according

to the time of the investment deposits.'” The Receiver has a duty to prevent the

late comers to this fraud from having to subsidize the claims of the earlier victims.
He, with reasonable effort, can and must track over time investor contributions,
the fate of those contributions, and execution of trades by Tech Traders, as that
information pertains o each defrauded claimant. In the event that sufficient
trading records are not in the Receiver’s possession, and not available from the
commodity clearing houses used by Tech Traders and/or Magnum, then, in the

spirit of Clayton’s Case, a fair and equitable solution would be to apportion loss

9 5ce Receiver's Affidavit in Supporl of Motion for Authority to Make Interim Distribution at 3,
para. % through 7 para. 20,

10 Sce Cunningham v. Brown, supra, at 12; * [T]he first withdrawals were Lo be charged agamst the
first deposits and the claimants were entitled to be paid in inverse order in which their monies
went into the account.”

11 “*['I'The Court finds [treating Shasta investors as other Tier Il investors], on batance, 15 more
acceptable as it places all investors in Tler Il in the same position. As a result, Shasta, which
imvested $14,363,658.20 in Tech Traders would receive #8 percent gross distribution amount on
that claim, which equals $5, 458,190.12 for distributions to Agreed Claims, The net distribution
amount would be $3_844,332.12, which is the gross amount less the $1,613,858.00 Tech Traders
previously repaid o Shasta.” [Report at 70-71]
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based upon the time the investor’s monies were in the charge of Murray,
Magnum, Tech Traders, and/or any of Murray’s companies. Objector disagrees
with the Honorable Ann Marie Donio’s conclusion that making Shasta a Tier 1
and its investors a Tier 11 is the most equitable acceptable distribution for all
investors.!" It does not place all the investors in the same place. It particularly
appears to prejudice the later investors whose distribution is first reduced by 62%
and then again by an approximate 30% when the previous payments arc
subtracted. Actually, making Shasta Ticr [ and its investors Tier [I facilitates
application of the Cayton's Case solution for Shasta investors. Shasta has kept
excellent records.

10.  WHEREFORE, Objector Don Zinman prays: (1) That as to all
investments before April 1, 2004, this Court not adopt the Honorable Ann Marie
Donio’s recommendation, and order the Receiver nol to apply the pro rata
formula for an interim distribution adopted from the Ponzi Case, as to Shasta
investors. (ii) That this Court instruct the Receiver to make a historical study of
each separatc Shasta defendant’s contributions to Tech Traders trading activity,
to formulate a more equitable and fair method of distribution. A solution that is
specific to each investor docs not force the late investors to subsidize the early
rigk-taking investors. (iii) That this Court order the Receiver to immediately
refund to Objector, Don Zinman, the $100,000 which he attempted to invest
belore being protected by the CFTC freeze order issucd on April 1, 2004, and (iv)

grant such further relief as it decems equitable under the circumstances.

[See bottom of preceding page (page seven) for foot note 11]
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ubmitted,

LEATPTe

R, Nerone
Attorney for Objector
Don Zinman

Septemhcr/ff, 2005

VERIFICATION

[, Donald Zinman, the objector, declare:

I have read the foregoing Objection To the Honorable Ann Marie Donio’s
Report and Recommendation Re: Interim Distribution Plan, and I know the
contents thereof. From my own knowledge, | know that the statements therein arc
true, except as to all matters that are stated on information and belief. As to those
matters, | believe them to be true. [ declarc under the penalty of perjury under the
laws of the United States of America and the laws of the State of California thal
the foregoing is true and correct.

Dated: September/ {_{2005 | e
Donald Zinman

[See the Declaration of Don Zinman in Support of Objection, pages 10-1 1]
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DECLARATION OF DON ZINMAN IN SUPPORT OF [IIS GBJECTION TO
THE HONORABLE ANN MARIES DONIO'S REPORT AND
RECOMMENDATIONS RE: RECEIVER'S INTERIM DISTRIBUTION PLAN
IN THE MATTER OF COMMODITY FUTURES TRADING COMMISSION V.,
LOUITY FINANCIAL GROUP, LLC, CIVIT. ACTION NO. 04CV 1512

I, Don Zinman, declare as follows:

1. Tam claimant No. 88 in the above matler and an Objector to the
Honorable Ann Marie Donio’s Report and Recommendations Re: Receiver’s
Proposed Interim Distribution Plan.

2. linvested a total of $250,000 into Shasta Capital Associates LLC’s
account by making two separate payments. The first, in the amount of $150,000,
was wired to Shasta on February 25, 2004, The second was paid good on March
29, 2004 in Shasta’s account, although post-dated for payment for April 17, 2004.

3. Trequested from my bank, Washington Mutual, a record of when
Check No. 2824, was paid, in the amount of $100, 000, dated April 17, 2004,
made out 10 Shasta Capital Associates, LLC, was paid. I received from them an
acknowledgment of my request, a photo copy of the check, and a record
indicating that payment was made on March 29, 2004. These items have been
allached and incotporated into the Objection to the Receiver’s Proposed
Interim Distribution Plan, as Exhibit A,

4. On January 31, 2005 T e-mailed Robert Shimer, Legal Counsel for
Shasla Associates, LLC requesting confirmation of the fact that the post dated
$100,000 (Check No, 2824) was never invested in Tech Traders Inc.’s account.
He subscquently sent a letter confirming this laci. In i, he states that the $100,000

was deposited into Shasta’s Citibank account, where it was on April 1, 2004, and

10
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remained until sequestrated by the Receiver. I have provided my attorney, J.R.
Nerone, with a copy of this letter, which is incorporated into my Objection to the
Receiver’s Proposed Interim Distribution Plan by refcrence, as Exhibit B,

5. On February 8, 2005 1 Fax Mailed to my altorney, J.R. Nerone, a
Filleen page copy of the “Operating Agrecment™ I signed with Shasta Capital
Associates, LLC in February, 2004, which is incorporated by reference into my
objection, as Exhibit C.

6. As an experienced investor in commodily investment pools fora
livelihood since 1997, T am familiar with Extended Qualitative Analysis Reports.
They are used to track commodity trading activitics of an investing fund over long
periods of time. On September 12, 2005 I fax mailed a copy of the John Henry
Funds Commaodity Pool Snapshot Report showing that since 1999 there has been
cither losses or withdrawals totaling 35 million (more than cighty percent of the
fund, to my attorncy to provide an example of such a study for the Court. The
losses and withdrawals in the report come directly from the John Henry Funds
accourt.

I declare under penalty of perjury in accordance with the laws of the
United States of America and the State of California that the forcgoing is true and
Correct, and that this Declaration was signed in Los Angeles, CA on September

., 2005.

11
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EXHIBIT A
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WEBQOO2Z |,

Attached is the photocopy(s) you requested on 20041007.

VAARDOQZ024681104272 Customer
000000003940942 192
DONALD ZINMAN
HOLLIS A HENNING
31273 BAILARD RD

MALIBU CA 20265-2605

. /OO[QQ)O Q_J(/\‘U/é/
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images of Pholocopy(s)
Amount Posting Date Seq Number
$100,000.00 03/29/2004 00000Q00DA25230439

N
ST

.
s 1 oA

Envlesed is the photocopy you reqoested on I0/07/,04

DONALTY EINMAN
HALLIS A HENNIRG
ALAT3 BRILERD BB
MALIBI CA 902655605

Treun: N5 VEAR 002-03 4681104272 1
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YHE FEE FOR EACH DVERDRAWN TRAMSACTION, TH REACH CusToMER SERVICE, PLEASE CALL
WHETHER PAID DR RETURNED, T% &21_oo. TELEFHOME BANKYNG AT 1-3p0-7858-700n .

1046000000051 74 189,517
15-X-Re
DONALD ZXINMAN
PO BOX &TD7
MALIBU CA P0264-6707 STATEMENT PERXOD:
FRON 03-23-p¢

THRU 06-22-n4

AT WASHINCTON MUTUAL,, EVERY DAY 1= CUSTOMER APPRECIATION DAY. THAMKS FOR BANKING WITH U5,

PLATINUM ACCOUNT WASHINSTON MUTUAL BANK, Fa FDIC INSUm
DONALD ZINMAN & ACCOUNT NUMBER: 394 -096219-
HOLLIS A HENNING
: YiH IR VERDRAFT LIMIT, A% OF THE STATEMENT END BDATE,
WAS $ 1,000 00 THI® HAY BE CHANCED AT ANY TIME
WITHOuT NOTICE._ UVERDRAFTS ARE SUBJECT TO A FER
TRAMSACTION CHARGE . SEE REVERSE FOR MORE INFORMATION.
[ BEDINNING BALANCE TAOTAL WITHDRAMALS TOTAL DEPOSITS ENDING BALANCE
[ 143,653. 9¢ 123,%63.74 70,256, 97 90,347, 13
JINTEREST EARMED : &9 _K1 ANNUAL PERCENTAGE YIELD EARNED : 1.3 > YT INTEREST PAID H 78

YYD INTEREST WITHMELD:

DATE  WITHDRAWALS PEPOSITS TRANSACTION DESCRIPYION
X/ 11.000. 00 OLB TRAMSFER To 0UDDBURDOB7IR0R01 750900
oxr28 Z,000.00 OLB TRANZFER Tor 0E000000057100001 758900
/07 4. 00 WORKING ASSETS  WALD PAYNT 10p477n
ta/08 82 51 VERIZON PHOME BILL 1}61141757
G ay 3,.500,00 oLB TRARSFER T0  04000000867100001758990
040/12 5,745 07 OLB TRANSFER TO TO0R00VOETI 00NN FSHIRY
0%:/13 £8,000,00 CUSTOMER DEFOSTT
L] 1,187 26 AHERICAN EXPRESS ELEC REMIT PA04915061 08546
04721 20,174 66 CUSTOMER DEPOSIT
Per2a &% .51 INTEREST PavmenT
B4/2 13.00 SERVICE CHARGE
ohsa 12 .po REFIND SERVICE CHARGE
DETAIL OF cH
CHECK DATE CHECK DATE
N ANOUNY PAID AMOUNT NUMEER PALD AMOUR

2624 o3s29 100,900, 00 /

PAGE @1 oF o1
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UNITED STATES DISTRICT COURT
FOR THE
DISTRICT OF NEW JERSEY

COMMODITY FUTURES TRADING
COMMISSION,

Plaintiff,

vs. Civil Action No.: 04CV 1512
EQUITY FINANCIAL GROUP, LLC,
TECH TRADERS, INC., TECH
TRADERS, LTD., MAGNUM
INVESTMENTS, LTD., MAGNUM
CAPITAL INVESTMENTS, LTD.,
VINCENT J. FIRTH, ROBERT W.
SHIMER, COYT E. MURRAY, and J.
VERNON ABERNETHY

Honorable Robert B, Kugler

S gt vt gt g g’ v v e ' ' 'y v eyt o

Defendants.

STIPULATION OF FACTS CONCERNING OBJECTION OF DDlNA[.;D ZINMAN
TOMOTION FOR AUTHORITY TO
MAKE INTERIM DISTRIBUTION

Donald Zinman (*Zinman™) and Stephen T. Bobo (the “Receiver™), the Equity Recciver
in this case, hereby stipulate to the following facts for the limited purpose of resolving Zinman’s
objection to the Receiver’s pending motion for authority to make an interim distribution,

L. Zinman invested funds in Shasta Capital Associates 1.L.C (“Shasta™).

2. In late March 2004, Zinman sent a personal check in the arnount of $100,000 to
be invested in Shasta.

3. Zinman’s cheek was deposited in Shasta’s bank account on March 26, 2004.

4. On March 29, 2004, Zinman’s bank honored his check.

AGREED AND STIPULATED:

Attofhey-for Donald Zinman Attorney for Stephen T. Bobo, Equity Receiver
209393/0001/ 735294/ Version #;.1
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CERTIFICATE OF SERVICE

1, Raven Moore, on oath hereby certify that I caused copics of the STIPULATION OF
FACTS CONCERNING OBJECTION OF DONALD ZINMAN TO MOTION FOR

AUTHORITY TO MAKE INTERIM DISTRIBUTION to be served upon:

Elizabeth M. Streit, Lead Trial Attorney Paul Blaine

Scott R, Williamson, Deputy Regional Counsel  Assistunt United States Attorney
Rosemary Hollinger, Regional Counsel for the District of New Jersey
Commodity Futures Trading Commission Camden Federal Building & U.S. Courthouse
525 West Monroe Street, Suite 1100 401 Market Street, 4™ Floor
Chicago, Hlinois 60661 Camden, New Jerscy 08101
Samuel F. Aberncthy Melvyn I. Falis

Paul M, Hellegers Gusrae, Kaplan & Bruno PLLC
Menaker & Herrmann LLP 120 Wall Street

10 East 40th Street New York, New York 10005
New York, New York 10016

J. Vernon Abernethy J.R. Nerone, Esq

413 South Chester Street 19358 Blythe Street

Gastonia, North Carolina 28052 Reseda, CA 91335

Robert Shimer
1225 W. Leesport Rd,
Leesport, PA 19533

via U.S. Mail on this 31* day of March, 2005.

Ron-

Raven Moore
Counsel for the Equity Receiver

T38E0T
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Exhibit B
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IFebruary 1, 2005

Don Zinman
PO Box 6707
Malibn Ca 90264

Don,

Per our telephone conversation of Thursday, January 27, 2005 and pursuant to your specific request
please be advised that a personal log that [ meticulously kept to record all funds in and out of my attorney
escrow account at Citibank, NY for my client Shasta Capital Associates, LLC shows an entry which
states that the check that Vince received from you in the amount of $100,000.00 for your investtent with
my client Shasta in late March, 2004 was sent directly to Citibank by Vince on March 26, 2004 for
deposit to Shasta's account. Since you apparently mailed your check directly to Vince I seem to remember
telling him that to save the time of first scnding the check to me for forwarding to Citibank that he should
simply rail it directly 1o the bank which he did. 1 am sure that Vince will provide you with a written
statement to that effect if that is necessary.

In any event the bank records at Citibank should clearly show receipt of threc scparate deposits by check
in the amount of $100,000.00 on or about the last days of March, 2004: your check and one other check
from another new member of Shasta also sent dircctly to Citibank by Vince on March 29, 2004, The third
check was mailed by me on behalf of another Shasta member directly to Citibank on March 29, 2004. All
of the funds represented by those three checks were still in Shasta's account when the Receiver took
possession of Shasta's bank account,

My personal log records clearly indicate that the last wire forwarded from Shasta'’s account at Citibank
was cxecuted on Friday April 2, 2004, T can account for all funds that comprised that wire. Your funds
were not forwarded to Tech Traders, Inc on April 2, 2004 nor were any of the funds represcnied by either
of the other two checks deposited at approximately the same time as your check. 1 was not sure when
funds deposited by check would actually clear so I was waiting for final confirmation from Citibank
bofore forwarding your funds to the trading entity Tech Traders, [ne.

Therefore, T can stale catcgorically without any hesitation that your funds represented by your check in
the amount of $100,000.00 rceeived by Vince in late March, 2004 were deposiled into Shasta's account
probably on Monday, March 29, 2004 or at the latest Tuesday, March 30, 2004. They wetc swept directly
from Shasta's escrow account by the Receiver, Stephen Bobo into whatever account he established
pursuant to his duties as Receiver. The Receiver clearly has the entire amount of your funds represented
by your check deposit of $100,000.00 because your funds were never forwarded by me to the trading
¢ntity Tech Traders, Inc. [ trust thal this information will be of assistance to yOou,

BEE2:Z2T S0 B0 Q=4
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Subject: FW. Shasta effective investment date

From: Don Zinman [mailto:donzinman@cs.com)
Sent: Saturday, January 29, 2005 2:36 PM

To: 'shimer@enternet.com'’

Subject: Shasta effective investment date

Hi Bob,

Thanks for taking the time with me on Thursday. This is my follow-up email. When we spoke you told re that

the check | sent to you at month's end march '04 was deposited with Citibank and never made it to the trader

because the Shasta account was frozen and seized by the Receiver. If you can explain that in an email and

Sgsn send a signed copy | will be very grateful. Thank you Don Zinman (PO Box 6707 Malibu Ca
264 )

If you can't write the email this weekend please [at me know by Reply so that I'l know you've received
this and will get to it after the weekand. Thanks

1/31/2005

dES:ET 0 TIE Jer
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Operating Apreement
$hasta Capital Associates, LL.C

£
This Limited Liability Qperating Agreement (hercinafter the “Agreement”) is made and catered into this j ? day of [€ 4 .
2004 by and between:

Equity Financial Group, LLC, with address of 3 Aster Court, Medlord, New Jersey 08055 successor lo Vincent
Firth named as Manager of the Company in the Cestificate of Formation of Shasta Capital Associates, LLC duly
filed with the division of corporations for the State of Delaware on the 22™ of May, 2001; and,

Each Person later admitted to the Company as 2 Member and known collectively as Members. Accord_hlgly, in
consideration of the covenants and conditions contained berein, and for other good and valuable consideration
receipt whereof is hereby ackmnowledged, the parties agree as follows

ARTICLE 1
DEFINITIONS

The following defined lerms used in the Agreement have the meanings specified in this Article or elsewhere in this
Apreement, and when not so defined shafl have the meanings as may be set forth in the Laws of Delaware
authorizing the formation of liguted hiability companies.

1.1 “Agrecment” means this Operating Agreement, as originally exccuted and as amended from time to Hime.

1.2 “Arbirarion Rules™ means the Rules of Arbitration of the American Arbitration Association or such similar
OTEENIZETIONn.

1.3 “Assignes” means a person who has acquired 2 Member’s Economic Interest in the Cowmpany, by way ofa
Transfer ip accordance with the tsrms of this Agreement and the specific reguirements of Article X, section
102 but who has not yet bocome a Substituted Member by reason of the fact that a countetpart of this
Opctating Agreernent has not yet been excculed by that assignee.

1.4 “Assigning Member” means a Member who by means of a Transfer has wansferred an Ecanomic Interest in
the Company to an Assignee.

1.5 “Capital Account” means, as te any Member, a scparaie account maintained and adjuswd in accordance
with Article IT1, Section 32 and more specifically defined in Section 126 below.

1.6 “Capital Contribution” means, with respect tr any Member, the amount of money andfor the Fair Market
Value of any property, (other than money) contributed to the Company in consideration for a Perceniage
interest held by such Member evidenced by shares in the Company. A Capital Cantribution shall not be
deemed a loan.

1.7 “Capital Event” mecans a sale or disposition of any of the Company's capital assets, the reccipt of insurance
and other procesds derived from the involuntary conversion of Company property, the receipt of proceeds
from a refinancing of Company property, or a similar svent with respect to Cornpany property or asseis.

1.8 “Ceificate of Formation” means that cectain Certificate of Pormation filed with the Delaware Secretary of
Smie on May 22, 2001 forming the Cotnpany. '

u J,‘
7

1.9  “Company” means Shasta Capital Associates, LLC. : 7 7

Member Initials !i‘!

it
4 J"
-

W



o
a

Feb 08 B3sé 104°&-0
| f02°&-01512-RBK-
. -RBK-AMD  Document 252 Filed 09/15/2005

e : P, 4
s o~ nge 23: of 40

son's right to share in the income, gains losses, deductions, credit or

1.10 “Feonomic [ntcpest” means a Per i .
sinilar items of, and to receive distributions from, the Cormpany, but docs not mch_Jde any other rights of a

Member. including the right to vote.
1.i1 “FEncumbser’” means the act of coeating OT purporting to create an Encumbrance. whether of not perfected
under applicable law.

1.12 ~Encumbrance’” MSans with Tespect 10 any Membership Interest, or any element thereof, 3 mortgage, ple:c.}ge,
plated in this Agreement), option,

sccurity interest, lien, proxy coupled with an interest (other than as contem
or prefercntial right to purchase.

1.13  “Gross Assel Value” means as follows: b fa
(a) The Gross Asset Value of any jtem of property coniributed by & mMember to the Company zhall be the taw

market value of such property. as mutually agreed by the cnnm'bu_ting Member gnd the Company: and,
(b) The Gross Assel Value of any item of Company property distributed to any Member shall bq th_e fair
market value of such jtem of property on the datg of distribution, as mutually agreed by the distribates

Member and the Company-
1.14 “Ipitial Manager <hall mean Vincent Firth, the person named in the Company’s Certificate of Fornmnation.

15 “Tnvoluntacy Transfor” means, with respeet Lo any Membership Intercst or any element thereof, any 'l_‘mnsﬂ:r

or Cnoumbrance, whether by operation of law, pursuant 0o court order, foreclosure of a scourily INeresy,

cxecution of a pudgment ar other legal process, OF otherwise, including 2 purportted transfer to or from a
{rustee in bankTupicy, recciver, or assignee for tho benefit of creditors.

1.16  “Majority of Members” means a Member or Members whose Percentage Intercsts represent more than 50
percent of the Percentage lnterests of all the Members.

117 “Manager™ shall mcan Equity Financial Group. LLC a limited liability compaty formed under the laws of
the state of Delaware and the successor to the Company’s initial Manager.

i.18 “Membe” means an Initial Member of the Company ar & persun who otherwise acquires a Mermnbership
Interest of the Company, as pernitted under this Agrecment, and who remains a Member of the Company.

1.19 “Membership Interest” mcans the Economic ntorest of a Member and all shares of the Company acquircd
by that Member conferring the right to Vole.

120 .“Nntic-.r:“ means 8 weitten notice required or permittcd under this Apreemcnt. A notice must be detiviered
using one of the following methods:

(a) hand delivery (notice is deemed given on detivery);

{b) fax‘with telephione cenfirmation by the recipient (notice 15 deemed given on telephone confipmaiion);

{c) United Parcel, Fedcral Express, DHL Coutiers or other delivery service of cqual or supcoier re:ﬁu;ation
and which provides for proof of detivery from a disinterested party (notice is deemed given at the time of
the first attemnpted dclivery by the delivery service). '

?dci_rt\sschor notice may be changed by writien notice n the manner herein specificd. Linless and unti! notice
s given, the last address piven oT address provided in thizs Agreement (if no notice of change has been piven)

5 : . r -
W Ci ‘ l A W QSE(I LLv] "le acll h 255 ﬂ‘ tl'le Mﬂmbﬂr thﬂt 15 Spec-‘ l iEd 141 ﬂle

1.21  “Percema " i
centage Interest” means a fraction, expressed as 2 percentage, the numerator of which is the Lo

‘ : . _ of :
Member's Capital Account and the denominator of which is the total of all Capital Accounts of all M i

bers,

Member Initials _ /4
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1.33 “Vote” means a written consent or approval, a ballot cast at a Meeting, or a voice vote.

}.34 “Voting Intcrest™ means, with respect to a Member, the right to Vote and any right to information concernmg

2.5

2.6

2.7

2.8

the business and affairs of the Company provided under the Act, except as Jimited by the provisions of this

Agreement. A Member's Voting Interest shall be directly proportional to that Member's Percentage Interest.

ARTICLE 11
COMPANY FORMATION AND REGISTERED AGENT

FORMATION. The Members hereby form a Limited Liability Company under the Laws of the State of
Delaware.

NAME, The Name of the Company shall be Shasta Capital Associates, LLC.

REGISTERED OFFICE AND AGENT. The agent for service of process on the Company shall be the
Company Corporation, 2711 Centerville Road, Suite 400, Wilmington, Delaware 19808,

TERM. The Company shall continue for a period of Thirty years and shall terminate on May 22, 2031 unless
soaner dissolved by:

(z2) The writtcn agreement of all the Members to dissolve the Company; or

{(B) The sale ot other disposition of substantially all of the Company’s assets;

(c) Any other event causing a dissoluton of a Limited Liability Company under the Laws of the Stale of
Delawarc

BUSINESS PURPOSE. The general purpose of thc Company is to engage in any lawhu! act or activity for
which a Limited Liability Company may be farmed under the Act. In addition, the Company’s primary iaitial
busincss purposc shall be to execute an Investment Agrecment with the Trading Company for the purpose of
accessing, for the benefit of the Company’s Members, 2 certain trading systerm known as the Synergy Trading
System that 1akes a “portfolio” approach to the trading of certain selected financial markets. Notwithstanding
that primary inilial business perpose the Company shall have every power that it considers necessary or
convenient to engage in any lawful act or activity in furtherance of its general purpose.

PRINCIT'AL PLACE OF BUSINESS. The location of the initial principal place of business of the Company
shall be the address of its Manager The mailing address for the Company shall be 3 Aster Court, Medford,
Mew lersey 080535,

MEMBERS. The name and place of residence of each Member are on file at the offices of the Company.

ADOPTION OF CERTIFKCATE OF FORMATION. Each Member of the Company, by excf:.uting acopy of
this operating agreement hereby approves the Certificale of Formetion of the Company {iled with the Office
of the Secretary of State of Delaware on the 22™ of May, 2001.

GOVERNING DOCUMENT. If this Agreemnent shall ever be interpreted to be in conflict with the tgoms or
requirements of the Certificate of Formation of the Company registered with the State of Delaware, then to the
extent required by law the Company’s Certificate of Formnation shall prevail with respect to any swpﬂ conflict.

i
Member Inials } {3
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3.1

3.2

4.1

ARTICLE I}
CAPITALIZATION

CAPITAL CONTRIBUTIONS. Each Member has contributed, as a Capital Contribution to the Company
the moncy specified in that certain Capital Contribution $chedule filed in the offices of the company (as
amended from time to time to reflect new Members). No Member skall be required to make any additional
conirtbution 1o the Company’s Capital.

CAPITAL ACCOUNT. Consistent with the Company’s stated initial purpose the Manager shall maintain a
separate Trading Capital Account and, if deemned necessary by the Company’s bookkeeper and CPA, a
distribution account for cach Member. Initial Capital contributions and additional capital received from cach
Member shall be aliocated to each Member's Capital Account as follows: 92% of cach Member’s capital
contribution (whether initial or additional) shall be allocated to that Member's Trading Capital Account for
placement with the Trading Company. The Capital Account of cach Member shall, for purpescs of proper
accounting, be determined and maintained in the manner set forth in US Treasury Regulation 1.704-
L{bY2)iv) and in accordance with standard and accepted accounting principles and shall consist of that
Member's initial Trading Cupita) Contribution increased by:

{a) any additional voluntacy ¢apital contribution made by thal Member;
(b} credit balances transferred from that Member's distribution account by reason of that Member’s
share of Trading Profits or other profit or other Company incornc;

and decraased by:
{c) distributions to that Member in reduction of Company capital;
(d) the Memboer's share of Company Trading Losses or other Company loss changed to that Member’s
(apital Acconnt.

INTEREST, Wo interest shall be paid on funds contributed to the capital of the Company or on the balance
of a Member’s Capital Account

MEMBER LIABILITY. Members shail not be bound by, or be personally liable for the cxpenses, liabilities,
or abligations of the Company.

NO PRIORITY OF DISTRIBUTIONS. Mo Member shall have priority over any other Member with respect
o the return of a Capital Contribntion, or distributions or allocations of income, fain, loss, deduction, credit.
or items thercof.

ARTICLE IV
PROFITS, LOSSES AND DISTRIBUTIONS

ALLOCATION QF TRADING COMPANY PROFITS ANID LOSSES. Ninety Five percent (95%) of all
I'rading Profits and Trading Losses and 95% of all items of similar income, gain, loss, deduction, or credit
shali be allocated, for Compuny book purposes and for tax purposes. at the end of each calendar month to the
Muembers. The remaining 5% of Trading Profits and Trading Losses and similar items of income and gain,
loss, deduction or credit not allocated to the Members as aforcsaid shall be allocated to the Manager as
compensalion for services rendered to the Company. This allgcation shall be computed by first allocating
100% of all items of mcome, gain, profi, loss, deduction or credit as aforesaid among the Company’s
Members at the end of cach month in accordance with Section 4.2 below and then subtracting 5% of the
amount of each aforesaid item of income, pain, profit, loss, deduction or eredil from each Membez 5 Trading
Caopital Account and allocating the same 1o the Manager, .

i
Member Initials ..
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.33 “Volte™ means a writlen consent or approval, a hailot cast at a Meeting, or a voice vote.

1.34 “Voting Interest™ means, with respect to 2 Member, the right to Vote and any Tight 1o intormation concernmg

21

2.3

2.4

2.5

2.6

2.7

the business and affairs of the Company provided under the Act, except as limited by the provisionz of this
Agreement. A Member’s Voting Interest shall be dircetly proportional to that Member’s Percentage Interest.

ARTICLY [1
COMPANY FORMATION AND REGISTERED AGENT

FORMATION. The Members hereby form a Limited Liability Company under the Laws of the State of
Dclaware.

NAME. The Name of the Company shall b Shasta Capital Associates, LLC.

REGISTERED OFFICE AMND AGENT. The agent for service of process on the Company shall >e the
Company Caorporation, 2711 Centerville Road, Suvite 400, Wilmington, Dclaware 1980E,

TERM. The Company shall continue for a peried of Thirty years and shali termicate on May 22, 2031 unless
soaner dissolved by:

(a) The written agreement of all the Members to dissolve the Company; or

(b) The sale or other disposition of substantially all of the Company’s asgets,

(¢} Any other event causing a dissolution of 2 Limited Liability Company under the Laws of the State of
Delaware

BUSINESS PURPOSE. The general purpose of the Company is to engage in any lawful act or activity for
which a Limiled Liability Compuny may be formed under the Act. In addition, the Company’s primary fnitial
business purpose shall be to exseute an Investment Agreement with the Trading Company for the purpose of
accessipg, for the benetlt of the Company’s Members, # cerlain irding system known a8 the Synergy Trading
System thal 1akes a “portfolio” approach to the truding of certain selected financial markets. Notwithstanding
that primary initial business purpose the Company shall have cvery power that it considers necessary or
canvenient lo engage in any lawful act or activity in turtherance of its general purpose.

PRINCIPAL PLACE OF BUSINESS, The location of the initial principal place of business of the Company
shall be the address of its Manager. The mailing address for the Company shall be 3 Aster Court, Medford,
New Jersey (8053,

MEMBERS. The name and place of residence of each Member are on file at the offices of the Company.

ADOPTION OF CERTIFICATE OF FORMATION. Each Member of the Company, by cxeéuting acopy of
this operating agreement hereby approves the Certificatc of Formation of the Company filed with the Office
of the Secretary of State of Delaware on the 22™ of May, 2001

GOVERNING DOCUMENT. If this Agreement shall ever be interpreted to be in conflict with the 1grms or
requirements of the Certificate of Formation of the Company regisiered with the State of Delaware, thien to the
extent required by law thc Company’s Certificate of Formation shail prevail with respect to any sugﬂ conflicl.

i
Member Inftials j{1
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3.1

ARTICLE 11}
CAPITALYZATION

CAPITAL CONTRIBUTIONS. Each Member has contributed, as a Capital Contribution to the Company
the moncy specificd in that certain Capital Contribartion Schedule filed in the offices of the company (as
amended from time to Lime to reflect new Members). No Member shall be required to make any additional
coniribution io the Company's Capital.

CAFPITAL ACCOUNT. Consistent with the Company’s stated initial purpose the Manager shall maintain a
separate Trading Capital Account and, if deemed necessary by the Company’s bookkeeper and CPA, a
distribution account for cach Mcmber. Initial Capital contributions and additional capital received from cach
Member shall be allocated to each Member's Capital Account as follows: 99% of each Member's capital
contribution (whether initial or addiions!} shall be allocated to that Member’s Trading Capital Account for
placement with the Trading Company. The Capital Account of gach Metnber shall, for purposes of proper
accounting, be determined and maintained in the manner set forth in US Treasury Regulation 1.704-
1{b¥2){iv) and in accordance with standard and accepted accounting principles and shafl consist of that
Member's initial Trading Capilal Contribution increased by: '

{8} any additional volunlary capital contribution made by that Member,
(b} credit balances transforred from that Membeor’s distribution account by reason of that Member's
share of Trading Profits ar other profit or other Company income;

and decrsased by:
{c} distributions to that Mcmber in reduction of Company capital;
{d) thc Member's share of Company Trading Losses or other Company loss charged to that Member's
Capital Accoant,

INTEREST, No interest shall be paid on funds contributed to the capital of the Company or on the halance
of 4 Member’s Capital Account.

MEMBER LIABILITY. Members shail not be bound by, or be personally liakle for the expenses, liabilities,
ar obligations of e Company.

NOQ PRIORITY OF DISTRIBUTIONS. Mo Member shall have priority over any other Member with respect
o the return of a Capital Contribation, or distnbutions or allocations of income, sain, loss, deduction, credit.
ot items thereot.

ARTICLE LY
PROFITS, LOSSES AND DISTRIBUTIONS

ALLOCATION OF TRADING COMPANY PROFITS AND LOSSES. Ninety Five percent (95%6) of all
Trading Profits and Trading Losses and 95% of all items of similar income, gain, loss, deduction, or credit
shail be allocated, for Company book purposes and for tax purposes, at the end of each calendar month to the
Muembers. The remaining 5% of Trading Profits and Trading T.osses and similar tems of income and gain,
loss, deduction or credit pot allocated to the Members as aforesaid shall be allocated to the Manager as
compensation for services rendered to the Company, This allocation shall be compuled by first allocating
1K of all items of income, gain, profit, loss, deduction or credit as aforesaid among the Company’s
Members at the end of cach month in accordance with Section 4.2 below and then subtracting 5% of the
amount of each aforesaid item of income, gain, profit, loss, deduction or credit from each Mernb::r % Trading
Capital Acconnt and allocating the same to the Manager. 1.

. L
Member Initials ;,
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|22 “Person” means an individuat, partnership, fimited partnership, trust, estate, association, corporation, limited
liability company, or othcr entity, whether domestic or foreian.

.23 “Company Profits” and “Company Losses™ means, for each fiscal ycar or other period spacified In this
Agrecment, an amount equal to the Company’s income as a result of profits generated by the Company’s
investment in the Trading Company and loss as a result of the losses sustained by that mvestment,

1 24 “Substituted Member” means a transferee of 1 Membership Interest that has met all of the requirements of
section 10.2 and, in addition, has executed a countcrpart of this Operating, Agreement. A Substituted Member
is, as of the datc of execution of the counterpart, a Member of the Company.

125 “Successor in Interest” means an Assignee, a successor of a Person by merger or otherwisc by operation of
law, or a fransferee of all or substantially all of the business or asscls of a Person.

1.26 *Trading Capital Account™ mcans the Capilal Account cstablished for cach Member to recard that portion of
4 Member's investment in the Company invested, in tum by the Company with the Trading Company. The
Trading Capital Account of gach member is increased by: ‘

(@) the original amount of that Member®s Trading Capital Contribution;

(b) later stmilar additional voluntary Trading Capital Contributions by that Mcmber;

{c) profits from the Company’s investment with the Trading Company allacated to that Member in the same
proportion that the beginning balance each month of that Member’s Trading Capital Account bears to the

sum total of alt Members’ Trading Capital Account Balances,

And reduced by:

(d) Trading Company losses silocated to that Member in the same proportion as profits allocated in (¢)
above, .

{¢) Trading Company Capital Account distributions requested by that Member;

() Company expenses or such other items properly allocated to the Trading Company side of the Cotpany's
investments as would ordinarily, in conformance with standard accounting praclices reduce a member’s
Capilal Account.

127 “Trading Capital Contribution” means the principal amount of a Member's oripinal invcstment in the
Company and any later additional voluntary invcsument in the Company by a Member for which that Member
is entitled to receive shares of the Company and allocated by the Company to that Member's Trading Capital
Account.

1.2B “Trading Company™ means that certain company thal has execuled a certain Investment Agreement with the
Company for the placement of Company funds in The Synergy Trading System,, that certain trading system
thal takes a portfolio approach to the futures rading of certain selected financial markets.

1.29  “Trading Losses™ means losses realized by the Company as a result of placement of Company funds by the
Manager with the Irading Company.

1.30 “Trading Profits” means profits realized by the Company as @ result of placement of Company funds by the
Manager with the Trading Company.

1.31 “Transfer” means, with respect Lo a Membership Intercst, or any element of a Membership Interest, any sale,
assignment, 2ift, Involuntary Transfer, or other disposition of 2 Membership Interest or any glement of soch a
Membership Interest, directly or indirectly, other than an Encumbrance that is expressly permitted under this
Agrcement. :

1.32 *Triggering Event” is defined in Article X, Section 10.3
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Members of the Company shall participate in this preferential rettrn on investment in direct proportion to the
ratio their individual Trading Capital Account balance bears to the total of all Trading Capiral Account
Balances of all Members. Member’s who do not request 2 distribution from their Trading Capital Account will

OVET
those Members who regularly regquest a distribution from their Trading Capital Account. What begins as a
preferential 2% roturn per month from avatlable profits on a Member's original Trading Capital Contribution

see their relalive percentage share of the Company's investment account balance increase proportionally

shall ¢ffeciively become 2 much greater preferential return on original investment because of the effect of

month to month compounding.

ARTICLE ¥l
MANAGEMENT

6.1 MAMAGEMENT OF THE COMPANY. The business of the Company shall be managed for the duration of
ihc Company by Equity Financial Group, LLC, (“Equity’") a Ncw Jersey limited liability company. The address
of the Manager is 3 Aster Court, Medford, New Jersey 08055 or such other address as the Manager may
designate from time te time. The Manapger of Equity s Vincert Firth. To the cxtent that the manager fireds it
necessary and desirable, the Manzger may appoint Mr. Firth to also hold the position of President of the
Company and all Members executing this Opcerating Agrecment hereby consent tg that appointment of Mr.
Firth. Mr._ Firth shall not be eatitled to corapensation from the Company for services randered to the Company
selely in his capacily as President of the Company. The Secretary of the Manager (if any) may also hold the
officc of Secretary of the Company. The Secretary of the Company (if any) shall not be entitled to

compensation from the Company for services rendered in that capacity to the Company.

6.2 MEMBERS. The Jiability of the Mcmbers shall be Hmited as provided under Delaware’s limited liability

legislation. Members shall take no part whatever in the control, management, direction, or operation of the
seek
advice from the Members but the Manager need not accept such advice, and at all times the Manager shall
have the exclusive right to control and manage the Company. No Member shall be the agent of any other

Company’s affairs and shall have ne power to bind the Company. The Manager may, from time to time

Member of the Company solcly by rcason of being a Member,

§3  POWERS OF MANAGER. The Mamager is autborized on the Company's behalf to make all decisions with

respecl la

(2) the investment of Company funds with the Trading Company pursuant to a specific Investment

Agreement;

(b} the compromise or relcase of any of the Company’s claims or debts:

(¢} the employment of persons, firms or corporations for the operation and management of the
Company’s business; and,

(d) the purchase or lease of personal property necossary and incidental to aperation of the Company’s

business and the cventual sale or other disposition of the same.

{e)} To pertorm any and all other functions or acts in furthcrance of and in protection of the Company’s

mvestmeants

In the exercise of the management power, the Manager is authorized to exccute and deliver:

(2) all contracts or agreements necessary to the furtherance of investment of the Company™s funds with

the Trading Company;

(b) all checks, drafis and other orders for the payment of the Company’s funds and in furtherance of the
authority hereby conferved, the Manager is uuthorized to chaose such bank or banks as may be
suttable and appropriate for the deposit of Company finds and the Manager and its officers are
hereby authorized and empowered to designate such signers on those accounts on behalf of the
Company as the Manager may deem appropriate for cffecting proper bank security procedwres with

respect to Company funds to protect the Company against misappropriation of funds;
(¢) =il promissory notes, loans, security agreements and other similar documents: 4
{d) all other instruments of any other nature. .
Member Initials |
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6.5 COMPANY INFORMATION. Any Member may rcquest to see and inspect the books and records of the

Company

provided that the inspection is for the sols information and use of that Mcmber and only for the

purpase of verifying information previously received as a rosult of monthiy statemenls of profit and loss
provided to all Members. Any such inspectinn of the Company’s books shall take piace at the Company’s
principal place of business or such other address as may be designated by the Company or its Manager for that
purpose and shall be at the expense of the requesting Member.

6.6 EXCULPATION. Any act or omission of the Manager, the effect of which may cause or result in loss or
damage to the Company or the Members if done in good faith te promote the best intcrests of the Company,
shall not subject the Manager or any officer, direcior, employec or agent of the Manager to any liability to the

Members,

ARTICLE ¥11
ACCOUNTING AND RECORD KEEPING

7.1 RECORDS. The Manager shall cause the Company to keep at its principal place of business or 2t the offices

of its ace
()
(b)

{c)
(d)

(=)

auntant or bookkeeper the following:

A corrent ¥ist in alphabetical order of the full name and the last known business or residence,
together with the Capital Contribution and the current Percentage Interest of cach Member;

A copy of the Articies of Qrganization, as amended;

Execonted counterparts of this Agreement, as amended;

A copy of the letter roocived each month from the Company’s Centified Public Accountant stating
that firm has received wrinten verification from a local independent certified public accountant with
respect o the Trading Company’s percentage of profil or loss for the month conducted n
accordance with agreed upon procedures which included but arc pot limited to: a) a review of
original unaltered brokerage firn statement(s) for the stated month and the random racing and
comparison of transactions on the brokerage statement to wrades regisicred internally by the trading
syslem.

A copy of the financial statement of the Company upon completion of a financial review of the
Company’s books by its Certified Public Accounting firm at the end of 2002 and 2 similar financial
statement for cach succeeding yoar thercaller.

7.2 MONTHLY STATEMENTS. The Manager shall prepare each month for cuch Member a statement reporting
on the Company’s investment for the month with the Trading Company. This statement shalt be issved

monthly.
a)

b)

)

d)
&)

g)
i)

The Company’s statement to its Members shall contain:

the opening balance of that Member’s Trading Capital Account balance for the month, cartied

forward from the previous month; ‘

the dollar amount of any increase credited Lo that Member’s Trading Capital Account by reason of

Trading Profit altocated to that Member for the reporting period as preferential retum on investment

and as well as the amount of any further profit allocation for the reperting period and each amount

thereof expressed 25 a percentage retumn on investment fer that period;

the dollar amount of any decreasc to that Member's Trading Capital Account by reason of Trading

Loss for that reporting period and that amount also expressed as a draw down percentage,;

the amount of any dollar distribution made or to be made 10 that Member;

the dollar amount equai to 5% of that Member’s sharc of profit for the reporting period allocated 1o

Equity as Manager;

the net doller amount of the Member’s Trading Capital Account carried forward fo the beginning of

the next reporting period;

a statement of the tolal Trading Profit earced by that member for the yeporting period expressed as a

percentage return on investrment for the reporling period; and, .

a statement that the porcentage retum on investment {or loss) for the period was verified and

conlirmed o the Manager un behalf of the Company by an independent Certified Public Accountant,
Member Initials g
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7.3 ACCOUNTING AND BOOKKEEPING. The Manager shall cause to be kept financial books and records on
the accrual method of accounting which shall be the method of accounting followed by the Company. A
halance sheet and income statement of the Company shall be prepared promptly following the close of each
fiscal year in a manner appropriate 10 and adequate for the Company”s business and neccssary for carrying out
the provisions of this Apreement. The fiscal year vl the Company shall be January | though December 31 .

7.4 TAX INFORMATION RETURNS. The Manager shall cause to be propared and mailed 1o each Member at
the Member’s address listed on the records of the Company within 90 days from the end of each calendar year
ail information necessary to enable that Member to complete appropriate Federal and State tax returns.

ARTICLE Vil
COMPENSATION

8.1 MANAGEMENT FEE. The Manager shall be entitled to receive each month as compensation for
management of the Company a fee equal to 5% of the Trading Company Profits camed cach month by the
Company.

8.2 REIMBURSEMENT. The Compauy shall reimburse the Manager for all reasonable and customary costs
directly paid or incurred in connection with management of the Company provided that the total management
fec stated in section 8.1 above does not exceed $3,000.00 per month. If the manaperent fee stated in scction
8.1 exceeds $£5,000.00 per month, the Manager shall bear all costs of management and administration of the
Company provided however that the cost of the Certified Public Accounting Firm retained by the Manager on
behalf of the Company to conduct a year end review andfor audii of the Company and 155ue year end K-!|
statements o cach Member shall be bome by the Company.

ARTICLE IX
MEMEERS AND VOTING

9.1 GENERAL. There shall be only one class of ownership and ne Member shall have any rights of prelerences
in addition to or different from those possessed by any other Member. Each Member shall be entitled to Vote in
propertion to the Member's Percentage [nterest as of the recard date stated in Section 9.2, Any action thal may
ar that must be taken by the Members shall require a three quarters mejority of ihe Porcemtape Interest of all
Members eligible to Vote, except that the fallowing actions shall require a unanimous Percentage Interest Vorie
of the Mcmbers;

{2) the transfer of a Membership Inferest and the admission of the Asgignes as a Member of the
Company; or :

(b) any amendment of the Articles of Orzganization or of this Operating Agreement: or

(c) any action taken by the Manager for the purpase of engaging the Company in any business or
enterprisc beyond the initial primary stated purpose of the Company. (See Section 9.4 below).

9.2 RECORD DATE. The reeord date for determining a Member's Percentage Interest shall be close of business
on the last day of the calendar month which immediately precedes the month in which the Vote is 10 be taken
or the Meeting is to be held. Any Member entitled to receive a monthly statemnent (see Article V11 ) for the
manth immediately preceding the month of the mecting, the Vote or the month in which any other action is 1o
be taken is eligible to Vote. The Manager shall provide notice to all Mcmbers entitled to Vot of such an
intended Meeting or Vote or other action by the Mcmbers not less than 30 days prior to the date set for the
Vole, Meeting or other action,

A,
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9.3 QUORUM. The Mcmbers are not required to hold meetings, and matters in which the Manager bas requested
lhe advice or input of the Members on any other matter may be reached through one or more miormal
consultations followed by agreement among a majority of the Mcmbers provided that ali Members are
consulted (although all Members noed not be present during a particular consultation with the Manager). In the
cvent that Members wish or decide to hold a formal meeting (a “Meeting™) for any reason, the followmy

procedurcs shall apply:

(a) Any two Members may cali a Meeting of the Members by giving Notice of the time and place of the
Mecting al Jeast 48 hours prior to the time of the holding of the Meeting, The Notice need not specify
the puspose of the Meeting, or the location if the Meeting is to be held at the principal place of
business of the Company.

(b) The prescnce of Members holding 2 malority of Perventage Intcrest shall constitute a quorum tor the
transaction of business at any Meeting of the Members.

{c) The transactions of the Members at any Mesting, however calicd or noticed, or whergver held, shaik
be as valid as though ransacled at a Meeting duly held afier call and notice if 2 quorum is present
and if, either before or after the Mecting, each Member not prescnt sipns a written waiver of Notice,
a consent to the holding of the Meeting, or an approval of the minutes of the Mecting.

(d) Any aclion required or permitied to be taken by the Members under this Agrecement may be taken
without a Meeting if Members owning the requisite Percentage Tnterest necessary either individually
or collectively consent in writing to the action taken.

(¢) Members may participate in the Meeting throngh the usc of = conference iclephone or similar
communivations equipment, provided that all Members participating in the Meeting can hear one
another.

(f) At all Meetings of Members, a Member may Vote in person or by proxy. Such proxy shall be filed
with any Member before or at the time of the Mezsting, and may be filed by facsimile transmission to
a Member at the principal executive officc of the Company or such other address as may he given fo
the Mcmbers for such purposes.

() The Mcmbers shall keep or canse to be kept with the books and records of the Company full and
accurate minutes of all Meetings, Notices, and waivers of Matices of Mectings, and all wriicn
conscnts in lieu of Meetings, '

(h) Members shall not be compensated for their time or the cost of travel to attend a Meeting.

9.4 CERTAIN MANAGEER ACTIONS REQUIRING UNANIMOUS MEMBER VOTE AND APPROVAL. Asa
| gencral rule, the Manager shall bave exclusive and complete authority to manage the affairs of the Company as
; set forth in Article VI, Suetion 6.3. However, it is understood and agreed that the primary initial activity and

purpose of the Company shall be to scck Trading Profits for the benefit of its Members. 1t is the purpose and
intent of Article V1, Section 6.2 to conler upon the Manager complete authority {0 act {without prier approvai
of the Members) on behalf of the Company and to bind the Company to any agreement necessary (0 the
furtherance of that initial purpose, including the execution of contracts and the opening of such bank accounts
on behalf of the Company as the Manager deems appropriate.

Az Trading Profits accumulate, however, it is also possible that some Members of the Company may, from
time to fime, seck to expand the initial business activity and purpose of the Company to take advantage af an
extraordinary busincss opporlunity presented to the Company. Such a possibility is unlikely and any such an
cxpansion of the Company™s primary initial stated purpose should take place only ypon the unanimous appraval
and consent of every member. Therefore it is the clear and stated purpose and intent of this Agreement that any
anthority granted (o the Company’s Manager by Article V1, Section 6.3 not strictly and immediately necessary
te conduct the Company’s primary stated inftial purpose be tempered and limited by this Scotion 9.4. To effect
the stated purpose and intent of this Section 9.4 it is therefore agreed thal any authority conjurred upon the
Manager by Article V1 Section 6.3 to:

{2) purchasc any invesiment asscis with Trading Prafits;

{b) borrow money and/or to Erant a security inferest in any asscts purchased with Trading Profits Lo secure
those borrowings; oo

(¢} vompromise or release of any of the Company 's claims or debts; or

Member Initfals M_
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(d) sell, develop, lease or otherwise dispose of any Company assels
shall be contingent upon the prior Vote and approvat of every Member ol the Company.

Mothing in this scction 9.4 shall be construed or interpreted o require Member consent prior t any achion by
the Manager to purchase or disposs of miscellancous office supplies or office equipment or to lease office
space or to make any purchase which is ordinary and reasonable to the regular and necessary management of
the Company or to settle a claim against the Company or settle a Company debi arising in the ordinary COUrse

of conducting the primary initial stated purpose of the Company.

ARTICLE X
TRANSFERS OF MEMBERSHIP INTFRESTS

10.1 WITHDRAWAL BY A MEMBLR. A Member may withdraw from the Company at any time by giving
notice of withdrawal to the Manager who shall provide Netice of the same o all other Members, Notiee af
withdraws} must be givenr by a Member at jeast 130 calendar days before the cffective date of withdrawal.
Wwithdrawal shall not relcase a Member from any obligations and liabilitics undcr this Agreement accrusd or
incurrcd before the effective date of withdrawal, A withdrawing Member shall divest the Member's entite

Membership Interest before the effective date of withdrawal in zccordance with the fransfer restrictions and
option rights et forth below.

102 CONDITIONS FOR TRANSFER TO GUTSIDE TRANSFEREE. Except as cxpressly provided in this
Agreement, a Muembor shall not Transfer any part of that Member's Membership Intersst in the Cormtpany

unless:

(a) thc other Members unanimously approve the transferee’s admission to the Company as 2 Member
upon such Transfer; and,

(b} the Company’s lcaal coungel conchudes that the proposed transfer will not violate the securities laws
of the United States or the securjties laws of the State in which the mansferce resides or has jts
regisicred office or principal place of business.

1.3 ENCUMBRANCE OF MEMBERSHIP INTERESTS. No Member may Encumber or permit or suffer any

Encumbrance of afl or any part of ihat Member's Membership Intercst in the Company unless such
Encumbrance has heen approved in wriling by all of the other Members. Any Transfer or Encumbrance of &
Mcrnbership Intorest without such approval shall be void or, in the alternative, may at the option of the
Manager be considered a Triggering Event.

10.4 TRANSFERS WHICH MAINTAIN BENEFICIAL INTEREST. Notwithstanding any other provision of this
Agrecment 1o the confrary, a sMember who is 1 natural person may transfer all or any portion of his or her
Membership interest to any revocable trust created for the benefit of that Momber, or any combimation
between or among the Member, the Member's spouse, and the Member's issue; provided that the Member
retains a beneficial interest in the trust and afl of the Voting, Intercst included in such Membership Interest. A
transfer of 1 Member’s entire beneficial irterest in such trust or failure o retain such Voting Interest shall be
deemed a Transfer of a Membership Interest. included in such Membership Interest.

105 TRIGGERING EVENTS. On the happening of any of the following cvents (Triggering Events) with respoct
to 3 Member, the Company and the other Members shall have the option to purchase all or any portion of the
Membership Interest in the Company of such Member at the prive and on the terms provided i Section .8

of this Agrcement:

{2) thc death or incapacity of a Member, .~ -

(b) the bankruptcy of a Member; L
- Member Initials _;
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(c) the winding up or dissolution of a corporatc Member, or merger or other corporate reorganization of
a corporate Member as a result of which the corporate Mermber does not survive as an entity’,

{d) the withdrawal of a Member; or,

(&) the occurrence of any other event that 1s, or that would cause, 2 Transier in conlravention of this
Agreeraent, or, in the alternative, the occurrence of any other cvent that may elsewhere be defined as

a “Triggering Event”,
Each Member hereby agrees to promptly give MNatice of a Triggering Event to 1he Manager.

10.6 OPTION OF COMPANY & EXISTING MEMBERS TO FURCHAGE. On the receipt of Notice of a
Triggering Eveni, or upon information (hat a ‘T, riggering Event has occurred with respect 10 2 particular
Member the Manager shall prompily notify all Members of the same. and the Company shall have the option,
for a period of 30 calendar days followiny, the determination of the porchase price as provided in Section 10.5,
10 purchase the Membership Tntercst at the price and on the terms provided in Section 10.8. ln order for the
Company 1o purchase the Membership Interest on behalf of and for the benefit of all other Members, all
Members must agprove the purchase and give their unanimous consenl.

IT the Manager is unable to obtain the unanimous consent of all Members for purchasc of 1he Membership
Interest for the pro rata benefit of all the Members, then each separate Member shall have the option for a
period of 30 days thereafter 1o elect to purchase the Mcmbership Interest not purchased by the Company on the
carne terms and conditions. M scveral separate Members elect to purchase the Membership Interest, each
Member so electing shall, upon purchase of the same, share in the Membership Interest pro rata in accordance
to the portion that each purchasing Member’s scparatc Percentage Inlerest hears to the lotal Percentage Interest
af all Mcmbers secking to purchase. 1f only onc Member elects w purchase the Membership Interest, said
interest in the Company shall accrue to that Member upon tender of the purchase price. If no Member elects to
purchase the Membership Intcrest, then and only then the Membership Interest may be purchased by any
outside party not then a Member provided the requirements of section 10.2 are met.

10.7 NONPARTICIPATION BY WITHNDRAWING MEMBER. No Member shall participate in any Vote or
decision with respect to any mutter concerning the disposition of that Member's ‘Membership [ntercst in the

Company pursuant to this Article X.

10.8 DETERMINATION OF PURCHASE PRICE. The purchase price of the Membership Interest that is the
subject of an option under this Agreement shalf be the Fair Market Value of such Membership. The Fair Markct
Value is hereby defined as the 1otal dollar amount of the Capital Account of the Menibership Interest beimg
purchascd plus a percent of the total of that Capital Account which equals the average monthly return on
Investment cxperienced by that Membership Interest for the Preceding 12 months multiplied by 12. Fur
example, if the Capital Account of the Membership Intcrest bas a total balance of $100.000.00 at the time of
the Triggering Event, and the average monthly rolum on investment experienced by that Membership Interest
during the previous 12 months was 5% per month then the Fair Market Value of the Membcrship Interest shall
be $100,000 plus $60,000.00 (12 x's 5% = 60% x $100,000 = $60,000) for 2 totzl Fair Market Value af
$160,000.00. If thc Membership Intercst has been owned for loss than 12 months, the average of the number of
months the Membership Interest was owned multiplicd by that number of months plus the total dollar value of
that Membcr’s Capital accounts as aforesaid shall be used to compute Fair Market Value.

10.8.1 TENDER OF PLIRCHASE PRICE. If the Company is the purchaser of a Member's Membership Interest,
the Company may at its option, ¢lect to purchase the Membership [ntzrest by 1endering installment
payments. The installment periad for full tender of the purchase price shall not tie more than one year. Upon
tender of the final installment payment, full title and ownership to the Membership Interest purchased shall vest
in the Company for the benefit of all Members.

10.0 ADMISSION OF OUTSIDE TRANSFEREES. A transferec of a Membership tnterest that is not an existing,
Member may be admitted a5 a Substituted Member provided: .

L
~
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(@)

{a) all conditions staled in section 102 are satisfactorily met; and,
{b) the transferee cxecutes 2 counterpart of this Operating Agreement as a party hereto,

Any prospective transferes of a Mcmbership interest shall be deemed an Assignee, and, therefore, the owner of
only an Economic Interest uniil such prospective transferce has been admitied as a Substituted Member. A
Substituted Member is subject o all of the provisions of this Agreement.

ARTICLE X1
DISSOLUTION AND WINDING UL

.1 EVENTS TRIGGERING DISSOLUTION. The Company shall be dissolved and terminated on the first 1o

occur of any of the following events:

{a) The close of business oun May 22, 2031, or,

(b) The written agreement of all Members o dissolve the Company; or,

{c) When the Capital Account of all but one Member drops below $1,000.00 for more than two {ull
calendar months.

2 WINDING UP. On the dissolution of the Company, the Company shafl engage in no further business other

thvan necessary to wind up the business and affairs of the Company. 1f the Company s still sarning Trading
Profits the Manager shall nolify the 1rading Company of the Company's dissolution and shall request a final
distribution to a bank account of the Company of any sud all Trading Profits which still remain on account for
the benefit of the Company.

The Manager shall wind up the affairs of the Company and shafl give Notice of the commencement of winding
up by mail to all known creditors and claimants against the Company whose addresses appear in the records of
the company. After paying or adequately providing for the payment of all known debts of the Company (except
debis owing to Members) the remaining assets of the Company shall be distributed or applied in the following
order of priority:

(a) Topay the expenses of liquidation.

(b) Vo repay outstanding loans from Membaers;

tc} Among the Members to each cupital account in accordance with each Member’s Percentage [nterest
subjact to the provisions and requirements of Article IV, Section 4.4

3 NO RECOURSE UPON WINDING UP. Each Member shall look solely 10 the assets of the Company for

the retumn of the Member's investment and if the Company s bank account balances and other assers remaining
after the payment or discharge of the debts and liabilities of the Company 1s insufficient to return the principal
amount of the investment of any Member, such Member shall have no recourse against any other Member or
Merbers for indemnification, contribution or reimbursement.

ARTICLE XIi
ARBITRATION

120 ARBITRATION TO BE RESOLUTION REMEDY OF CHOIWCE. The partics hereby submit all

controversies claims and matters of difference in any way related to this Agreement, the Company or any
investment in the Company lo binding arbitration in Delaware. This submission and agreement to arbitrate is
specifically enforceable. The parties herchy state and affiomn their intent that this Section 12,1 of the Agrecment
be construed to remove all uncertainty with regard to the requirement of arbitration as stated herein and any
question or controversy with respect to this issue shall be resolved in favor of mandatory bindingyarbitration.

Member Initials |
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122 APPOINTMENT OF ARBITRATOR. There shall only be one arbitrator. The arbitrator shatl be selected by
the American Arbitration Association or such similar body or organization. Each party shall bear its own costs
and ¢xpenses and an equal sharc of the fee charged by the arbitrator and such other administrative fees
associaled with the arbitration,

123 ARBITATION TO BE BINDING. The Parties hereto agree 1o abide by all awards rendered in the arbibration
proceedings. The awards shall be final and binding on all parties to the maximum cxtent allowed by applicable
law. All awards may be filed with the clerk of one or more courts having jurisdiction over the party or the

property of the party against whom sach an awand 1s rendered.

12.4 DISCOVERY, Consistent with the expedited nature of atbitration, discovery is limited to cach party’s
praduction of copies of these documents and/or access to such other things that the parly intends to introduce
into evidence at the arbitration hearing. Any dispute regarding discovery is determined by the arbitrator, which
determination is conclusive, All discovery must be completed within 45 days following appointment of the
arlritrator. No interrogatorics, requests for admission or depositions are allowed.

12.5 REMEDIES ALLOWED. The partits specifically understand and agree the arbitrator shall have no avthority
to award any of the following remedics:

(2) punitive or other damages not measured by the prevailing party’s aciua) damages;

(b) conscquential damages;

(¢) mjunctive reliet or direction to any party other than the direction to pay a monetary amount; ar
(d) interest on any award. {pre-judgment or post judpment ) cacieding 6% por anhum, simple intercst.

ARTICLE X1
GENERAL PROVISIONS

13.1 MODIFICATIONS AND AMENDMENTS MUST BE IN WRITING. This Agreement constitutes the
whole and entire agreement of the parties with respect to the subject malier of this Agreement and it shall not
be madificd or amended in any respect except by a written instrument executed by all the parties. This
Agreement replaces and superscdes all prior written and oral agreements by and among the Mambers or any of
themn. ‘

i3.1 COUNTERPARTS. This Agreement may be executed in one or morc counterparts, sach of which shall be
deernied an original, but all of which topether shall constitute one and the same instrument.

132 SEVERARILITY. This Agreement shall be construed and enforced in accordance with the laws of
Delaware. [f any provision of this Agrecment is delermined by any court of competent jurisdiction or
arbitrator to be invalid, illegal, or unenforccable to any cxrent, that provision shall, if possible, be construed as
though mare narrowly drawn, if a narrower canstruction would avoid making that provision invalid, illcgal, or
unenforceable or, if that is not possible, such provision shall be severed, to the exient it is determined to be
mvalid, illcgal or uncnforceable and the remaining provisiens of this Ayrecment shall rernain in effect.

13.3 BINDING ON HEIRS AND SUCCESSORS. This Agreement shall be binding on and fnure to the benefit
ol the parties and their heirs, personal representatives, and permitied successors and assigns.,

134 INTRRCHANGEABILITY OF TERMS. Whenever used in thiz Agreement, the singular shall include the
plural, the plural shall include the singular, and the newter gender shall include the male and female as well as a
trust, firm, company, or corporation, all as the context and meaning of this Agrcement may require,

13.5 MUFUAL COOPERATION., The parties to this Apgreement shall prompily exceute and deliver any and al]
additional documenis, instruments, notices, and other assurances, and shall do any ard ali other-dcts and things,
reasonably necessary in connection with the performance of their respective obligations under, Uris Acreement
and recasonably necessary to carry out the intent of the partics. Member Initials . |
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13.6 LACK OF CONFLICT WITH QTHER ACTIVITIES. Except as specifically provided in this Agrecment,
no provision of this Agreement shall be construed to limit in any manner the Members in the carrying on of
their own respective businesses or activities,

137 NG AGENCY CREATED. Except as specifically provided herein, no provision of this Agreement shall he
construed or interpreted to constitute a relationship of agency between the Members and no Member shall be
considered to be the apent of any other Member or all of the other Members,

1538 AUTHORITY T0O CONTRACT. Each Member represents and warrants to the other Members that the
Member has the capacity and authority to enter into this Agreement,

13.9 HEADINGS ARE MATTER OF CONVENIENCE ONLY. The article and scction titles and headings
contained in this Agreement are inscried as » matter of convenicnee and for casc of reforence only and shall be
disregarded for 2l other purposes, including the construction or enforcement of this Agrecment or any of its
Provisions.

153.10 ANDITIONAL PROVISIONS.

(1) This Agreement may be altered, amended, or iepealed only by a unanimous Vote of all the Merabers.

{2) Time is of the Essence for every provision that specifics 1 time for performance.

(3} This Aprecment is made solely for the benefit of the partics to this Agreement and their respective
permitted successors and assigns, and no other person or entity shall bave or acquire any right by
virtuc of this Agreernent.

(4) The Members intend the Company (o be a limited liability company ender the Act. No member shall
take any action inconsistenl with this cxpress intent of the parties to this Agreement.

N WITNESS WHEREOF, the parties have executed or caused to be executed this Agreement om the day and vear
first above writien,

Printed Wame of member: -1

Signature of member:

- :
I membecr is to be a corporation or other busmess entity, indicate name and position of individual executing this
Operating Agreement on behalf of the company or entity:

Printed name of amthorized persom: ———

Position:

Equity Fingricial Group, L1.C. Manager and. Initial Member

i

1
Hy_  /f ;
Vineent Firth, Managmg Dirceio
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¥ - Estimated
Program Description
The Criginal Investment Program began trading in June 1981 and, as the name indicates, was the first
program offered by JWH. The Original Program seeks to capitalize on long-term trends in a broad
spectrum of worldwide financial and non-financial futures markets. This broadly diversified pregram
always maintains a position - tong or shart — in every rmarket traded (2-phase investment style).
Historically, it has had a low statistical correlation to the S&P &00.

In 1892, a broad research effort was initiated to enhance the risk-reward ratios of the Original
Investment Program, without changing its fundamental trading approach. Except for the removal of a
few markets traded, the program had remained virtually unchanged from its inception in 1982 through
the middle of 1992. After extensive testing, a number of strategic adjustments were made: global
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PROOF OF SERVICE

I, Helena. Nerone, declare that T am a resident of the United States, over 18 years
of age, and nol a party to the within action. My office address is: 19358 Blythe Street,
Reseda, CA 91335, On September 14, 2005, 2005, I served the within:

OBJECTION TO THE HONORARBLE ANN MARIE DONJO’S
RECOMMENDATION AND REPORT AND PROPOSED ORDER

By mailing a truc and correct copy of it to Stephen T. Bono, Sachinoff & Weaver, Tid, 10
S Wacker Drive, 40" Floor, Chicago, T1. 60606, and by filing and sending a true and
correct copy of il on the interested parties listed below as follows:

Clerk United States District Court [a copy was requested to be delivered to
Mitchell H. Cohen U.S. Court Housc The Honorable Robert B. Kugler (6™ Floor)
1 John F. Gerry Pazza and to the Ionorable Ann Marie Donio’s
4™ and Cooper Street Court Room]

Camden, New Jersey 08101

I caused such documents to be mailed in a sealed envelope, by over-night, special
delivery class mail postage fully prepaid. A certified registered receipt was requested

[ am readily familiar with the firm’s practice of collection and processing
correspondence for mailing. Under that practice it would be deposited with U.S. Postal
Service on that same day with the postage thereon fully prepaid at Los Angeles, CA, in
the ordinary course of business. | am aware that on motion of the party served, service is
presumed invalid if the postal cancellation date or postal meter date is more than one day
after deposit of mailing as stated in this declaration.

I declare under penalty of perjury pursuant to the laws of the State of California
that the forgoing is true and correct. Executed on September 14, 2005, at Los Angeles,
CA

clena Nerone




