
, an association taxable as a corporation; and (3) it is willing to become an Operating General Partner
under this Agreement and will assume all duties and responsibilities thereunder, without receiving any
compensation for services from the Partnership in excess of that payable under this Agreement to the
withdrawing Operating General Partner and without receiving any participation in the withdrawing
Operating General Partner's interest other than that agreed upon by such Operating General Partner and
the successor Operating General Partner.

(c) If an Operating General Partner resigns or withdraws or assigns all of its interest as General
Partner, there shall be on file at the principal office of the Partnership, prior to such withdrawal, audited
financial statements of the proposed successor Operating General Partner, as of a date not earlier than 12
months prior to the date of the notification required by this Section 11.2, certified by a nationally or
regionally recognized firm of independent certified public accountants, together with a certificate duly
executed on behalf of the proposed successor Operating General Partner, by its principal financial officer,
to the effect that no material adverse change in its financial condition has occurred since the date of such
audited financial statements that has caused its net worth, excluding the purchase price of its interest in
the Partnership, to be reduced to less than the amount required under Section 11.2(b). Such audited
financial statements and certificate shall be available for examination by any Limited Partner during
normal business hours.

(d) Subject to Section 9.8, a majority in interest of the Limited Partners has consented to the
admission of any successor Operating General Partner pursuant to this Section 11.2.

\-..J (e) The withdrawing Operating General Partner shall cooperate fully with the successor Operating
General Partner so that the responsibilities of the withdrawing Operating General Partner may be
transferred to the successor Operating General Partner with as little disruption of the Partnership's
business and affairs as practicable.

The General Partners shall make such amendments to the Certificate and to this Agreement and execute
and file for recordation such amendments or other documents or instruments as are necessary to reflect
the termination or assignment of the interest of the withdrawing or assigning Operating General Partner,
the fact that such withdrawing or assigning Operating General Partner has ceased to be a General
Partner, and the admission of such successor Operating General Partner, all without the consent of the
Limited Partners.

11.3. Removal of a General Partner.. Designation of a Successor General Partner. (a) Any of the
Independent General Partners may be removed either (1) for cause pursuant to the unanimous vote of the
remaining Independent General Partners, (2) subject to Section 9.8, by failure to be reelected at any special
meeting of the Limited Partners held for such purpose pursuant to Section 9.4, or (3) subject to Section 9.8,
with the consent of a majority in interest of the Limited Partners. Either or both of the Operating General
Partners may be removed either (I) by a majority of the Independent General Partners, (2) subject to
Section 9.8, by failure to be reelected at any special meeting of the Limited Partners held for such purpose
pursuant to Section 9.4, or .(3) subject to Section 9.8, with the consent of a majority in interest of the Limited
Partners. Both of the Operating General Partners shall be removed by the failure of a majority in interest of
the Limited Partners to approve initially the investment advisory agreement and Articles 4, 5 and 6 of this
Agreement pursuant to Section 7.2(c) or by the failure in any year of a majority of the Independent General
Partners to affirmatively approve Articles 4, 5 and 6 of this Agreement pursuant to Section 6.5(d). The
removal of a General Partner shall in no way derogate from any rights or powers of such General Partner, or
the exercise thereof, or the validity of any action taken pursuant thereto, prior to the date of such removal.

(b) The Independent General Partners may designate one or more Persons to be successors to an
Operating General Partner removed by the Independent General Partners pursuant to Section 11.3 (a), and
each Limited Partner hereby consents to the admission of such successor or successors, no further consent
being required. With the consent of a majority in interest of the Limited Partners, the Limited Partners may,
subject to the provisions of Section 3.1 (b), at any time propose and approve a Person to be successor to a
General Partner concurrently therewith being removed by the Limited Partners pursuant to Section 11.3 (a).

A-44





11.5. Admission of Successor General Partner. (a) The admission of any successor General Panner
pl,lrsuant to Section 11.1, 11.2 or 11.3, as the case may be, shall be effective only if the following conditions are
satisfied:

(I) the admission of any Person as successor General Panner shall occur, and for all purposes shall
be deemed to have occurred. prior to the withdrawal or removal of the withdrawing or removed General
Partner. or assignment of the withdrawing or removed General Partner interest pursuant to Section 11.1.
11.2 or 11.3. as the case may be;

(2) the interests of the Limited Partners shall not be affected by the admission of suGh successor
General Partner or the transfer of the General Partner interest; and

(3) the Certificate and this Agreement shall be amended to reflect the admission of a successor
General Partner pursuant to Section 9.2.

(b) Notwithstanding anything to the contrary set forth in this Agreement, upon the Incapacity of any
General Partner. if one or more General Partners remain. the business of the Partnership shall continue and
the remaining and any successor General Partners may and shall carry on the business of the Partnership. A
General Partner shall not have the right to resign or withdraw or assign its General Partner interest. except
that a General Partner may: (I) transfer its interest to a successor General Partner pursuant to Section 11.1 or
11.2; (2) subject to Section 11.5(a), substitute in its stead as General Partner any Person that has, by merger,
consolidation or otherwise acquired substantially all of its assets and continued its business and designated
thereby to succeed to the rights of the General Partner at the time of the dissolution of the General Partner;
and (3) pledge or grant an interest in its right to receive payments and distributions under this Agreement.
Notwithstanding any pledge or grant of interest pursuant to this Section 11.5(b)(3). the General Partner
making the pledge shall not cease to be a General Partner and shall not cease to have the power to exercise the
powers and rights of a General Partner. Each Limited Partner hereby consents to the admission of any
additional or successor General Partner pursuant to this Section 11.5 (b) and no further consent or approval
shall be required.

(c) Notwithstanding anything to the contrary in this Article II, a General Partner interest shall at all
times be subject to the restrictions on t~sfer set forth herein.

11.6. Liabilities of a Withdrawn or Removed General Partner. Any General Partner who shall
withdraw or be removed from the Partnership. or who shall sell, transfer or assign its General Partner interest,
shall remain liable for obligations and liabilities incurred by it as General Partner prior to the time such
withdrawal, removal, sale. transfer or assignment shall have become effective, but it shall be free of any
obligation or liability incurred on account of the activities of the Partnership from and after the time such
withdrawal, removal, sale, transfer or assignment shall have become effective.

11.7. Consent ofLimited Partners to Admission ofSuccessor General Partners. Each Limited Partner
hereby consents pursuant to Section 11.2 or 11.3 (b) to the admission in accordance with the terms of Section
11.2 or Section 11.3 (b) of any Person as a successor General Partner meeting the requirements of Section
11.2 or 11.3(b). and no further express consent or approval shall be required.

ARTICLE 12

DISSOLUTION AND WINDING Up

12.1. Liquidating Events. The Partnership shall dissolve and its affairs shall be wound up upon the first
to occur of any of the following events ("Liquidating Events"):

(a) The expiration of its term and. if required under the 1940 Act, the vote by a'majority in interest
of the Limited Partners to dissolve, wind up and liquidate the Partnership;

(b) The sale or other disposition of all or substantially all of the assets of the Partnership;
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(c) The vote by a majority in interest of the Limited Partners to dissolve, wind up and liquidate the
Partnership;

(d) The bankruptcy of the Partnership; or

(e) The Incapacity of a General Partner; provided, however, the Partnership shall not be dissolved
or required to be wound up upon the occurrence of an event specified in this Section 12.1 (e) if (1) at the
time such event occurs there is at least one remaining General Partner and that General Partner carries
on the business of the Partnership, or (2) within 90 days after such event occurs all remaining Partners
agree in writing to continue the business of the Partnership and to the appointment of one or more
successor General Partners (effective as of the date such event occurs).

If it is determined by a court of competent jurisdiction that the Partnership has dissolved prior to the
occurrence of a Liquidating Event or as a result of the occurrence of an event specified in Section 12.1 (e) and
a failure of all Partners to agree to continue the business of the Partnership and appoint a successor General
Partner as provided in Section 12.1 (e)(2), then within 180 days ofsuch dissolution, a majority in interest of
the Limited Partners may elect to reconstitute the Partnership and continue its business on the same terms
and conditions set forth in this Agreement by forming a new limited partnership on terms identical to those set
forth in this Agreement and having as general partners those Persons who were serving as General Partners at
the time of dissolution. Upon any such election by a majority in interest of the Limited Partners, all Partners
shall be bound thereby and shall be deemed to have consented thereto. Unless such election is made within
180 days after dissolution, the Partnership shall conduct only those activities as are necessary to wind up its
affairs. If such an election is made within 180 days after dissolution, then the reconstituted limited partnership

" ..../ shall continue until the end of its term (as set forth in Section 2.6) unless earlier dissolved in accordance with
I this Article 12, and shall take all necessary steps to cancel this Agreement and the Certificate and to enter into
! a new limited partnership agreement and certificate of limited partnership; provided, however, that the right of

a majority in interest of the Limited Partners to reconstitute and to continue the business of the Partnership
shall not exist and may not be exercised unless Independent counsel for the Partnership shall have delivered to
the Partnership an opinion to the effect that the exercise of such right would not affect adversely the liability of
any Limited Partner, and neither the Partnership nor the reconstituted limited partnership would cease to be
treated as a partnership for federal income tax purposes upon the exercise of such right to continue.

12.2. Winding Up. Upon the occurrence of a Liquidating Event, the Partnership shall continue solely
for the purposes of winding up its affairs in an orderly manner, liquidating its assets, and satisfying the claims
of its creditors and Partners. No Partner shall take any action that is inconsistent with, or not necessary to or
appropriate for, the winding up of the Partnership's business and affairs. The Operating General Partners (or,
in the event there is no remaining Operating General Partner, any Person elected by a majority in interest of
the Limited Partners) shall be responsible for overseeing the winding up and dissolution of the Partnership
and shall take full account of the Partnership's liabilities and the Partnership's assets, and the Partnership's
assets shall be liquidated as promptly as is consistent with obtaining the fair value thereof, and the proceeds

"-" therefrom, to the extent sufficient therefor, shall be applied and distributed in the following order:

(a) First, to the payment and discharge of all of the Partnership's debts and liabilities to creditors
other than the General Partners (whether by payment or the making of reasonable provision for the
payment thereoO, in the order of priority as provided by law;

(b) Second, to the payment of any debts and liabilities owed pursuant to the provisions of this
Partnership Agreement to General Partners who are creditors of the Partnership other than as provided in
subparagraph (c) below; and

(c) The balance, if any, to the General Partners and Limited Partners in accordance with their
Capital Accounts, after giving effect to all contributions, distributions and allocations for all periods.

No General Partner shall receive any additional compensation for any services performed pursuant to this
Article 12.
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Notwithstanding any other proVlslon of this Agreement, no distribution upon liquidation of the
Partnership shall be made to the Managing General Partner which would result in the receipt by the
Managing General Partner of cumulative distributions from Sales (as such term is defined in Section 5.2
hereoO in excess of 14% of the cumulative capital gains based on actual costs of investments realized prior to
or upon liquidation of the Partnership (net of realized capital losses and unrealized net capital depreciation
based on actual costs of investments) and no distribution upon liquidation of the Partnership shall be made to
the Administrative General Partner which would result in the receipt by the Administrative General Partner
of cumulative distributions from Sales (as such term is defined in Section 5.2 hereoO in excess of 6% of the
cumulative capital gains based on actual costs of investments realized prior to or upon liquidation of the
Partnership (net of realized capital losses and unrealized net capital depreciation based on actual costs of
investments). Any amount that would be distributed to either of the Operating General Partners but for the
previous sentence of this Section 12.2 shall be distributed to the Limited Partners.

12.3. Compliance With Timing Requirements of Regulations. In the event the Partnership is "liqui­
dated" within the meaning of Regulations Section 1.704-l(b)(2)(ii)(S), (a) distributions shall be made
pursuant to this Article 12 to the General Partners and Limited Partners who have positive Capital Accounts
in compliance with Regulations Section 1.704-1 (b) (2) (ii) (~) (~), and (b) if any General Partner's Capital
Account has a deficit balance (after giving effect to all contributions, distributions and allocations for all
taxable years, including the year during which such liquidation occurs), such General Partner shall contribute
to the capital of the Partnership an amount determined as follows: (1) in the case of the Managing General
Partner, an amount equal to the sum of (i) the outstanding principal balance of the demand note contributed
by the shareholder of the Managing General Partner to the Managing General Partner and (ii) a cumulative
amount, if any, the contribution of which is guaranteed to the Partnership (in form satisfactory to the

'-......./ Administrative General Partner) by Paul Kagan or another guarantor satisfactory to the Administrative
General Partner, and (2) in the case of the Administrative General Partner, an amount equal to the sum of
(i) the outstanding principal balance of the demand note contributed by the shareholder of the Administrative
General Partner to the Administrative General Partner and (ii) an amount, if any, which, when added to the
amount of the outstanding principal balance of the demand note contributed by the shareholder of the
Administrative General Partner to the Administrative General Partner, will result in the sum of the amount
calculated pursuant to clause (b)(2) of this sentence being 317ths of the sum of the amount calculated
pursuant to clause (b)( I) of this sentence (it being understood that in the event Paul Kagan or another
guarantor guarantees an amount sufficient to cause clause (2)(ii) of this sentence to become operative, the
Administrative General Partner shall increase its net worth or otherwise provide a guarantee in form and
substance satisfactory to the Managing General Partner in an amount sufficient to permit the Administrative
General Partner to comply with its obligations pursuant to clause 2(ii) of this sentence). The obligation of the
General Partners under the previous sentence shall be for the benefit of, and shall be enforceable by, solely the
Limited Partners, and no third party may benefit by or enforce such obligation. If any Limited Partner who is
not a General Partner has a deficit balance in his Capital Account (after giving effect to all contributions,
distributions and allocations for all taxable years, including the year during which such liquidation occurs),
such Limited Partner shall have no obligation to make any contribution to the capital of the Partnership with

'-...../ respect to such deficit, and such deficit shall not be considered a debt owed to the Partnership or any other
Person for any purpose whatsoever. In the discretion of the General Partners, a pro rata portion of the
distributions that would otherwise be made to the General Partners and Limited Partners pursuant to this
Article 12 may be:

(a) distributed to a trust established for the benefit of the General Partners and Limited Partners
for the purposes of liquidating Partnership assets, collecting amounts owed to the Partnership, and paying
any contingent liabilities or obligations of the Partnership or of the General Partners arising out of or in
connection with the Partnership. The assets of any such trust shall be distributed to the General Partners
and Limited Partners from time to time, pursuant to the unanimous vote of the Kagan Executive
Committee (or, in the event of a split vote of the Kagan Executive Committee, pursuant to a majority
vote of the Independent General Partners), in the same proportions as the amount distributed to such
trust by the Partnership would otherwise have been distributed to the General Partners and Limited
Partners pursuant to this Agreement; or
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(b) withheld to make reasonable provision for the payment of Partnership liabilities (contingent or
otherwise) and to reflect the unrealized portion of any installmentobligations owed to the Partnership,
provided that such withheld amounts shall be distributed to the General Partners and Limited Partners as
soon as practicable.

12.4. Rights of Limited Partners. Except as otherwise provided in this Agreement, each Limited
Partner shall look solely to the assets of the Partnership for the return of his Capital Contribution and shall
have no right or power to demand or receive property other than cash from the Partnership. No Limited
Partner shall have priority over any other Limited Partner as to the return of his Capital Contributions,
distributions or allocations. -

12.5. Notice ofDissolution. In the event a Liquidating Event occurs or an event occurs that would, but
for provisions of Section 12.1, result in a dissolution of the Partnership, the General Partners shall, within 30
days thereafter, provide written notice thereof to each of the Partners and to all other parties with whom the
Partnership regularly conducts business (as determined in the discretion of the General Partners) and shall
publish notice thereof in a newspaper of general circulation in each place in which the Partnership regularly
conducts business (as determined in the discretion of the General Partners).

ARTICLE 13

POWER OF ATTORNEY

13.1. General Partners as Attorneys-In-Fact. Each Limited Partner, by the execution of this Agree-
'-J ment, hereby makes, constitutes and appoints each General Partner and each successor General Partner, with

full power of substitution and resubstitution, his true and lawful attorney-in-fact for him and in his name, place
and stead and for his use and benefit, to sign, execute, certify, acknowledge, swear to, file and record (a) this
Agreement and all agreements, certificates, instruments and other documents amending or changing this
Agreement as now or hereafter amended which the General Partner may deem necessary, desirable or
appropriate including, without limitation, amendments or changes to reflect (1) the exercise by any General
Partner of any power granted to him under this Agreement; (2) any amendments adopted in accordance with
the terms of this Agreement; (3) the admission of any substituted Partner; and the disposition by any Partner
of his interest in the Partnership as provided in this Agreement; and (b) any certificates, instruments and
documents as may be required by, or may be appropriate under, the laws of the State of Delaware or any other
state or jurisdiction in which the Partnership is doing or intends to do business. Each Limited Partner
authorizes each such attorney-in-fact to take any further action which such attorney-in-fact shall consider
necessary or advisable in connection with any of the foregoing, hereby giving each such attorney-in-fact full
power and authority to do and perform each and every act or thing whatsoever requisite or advisable to be done
in connection with the foregoing as fully as such Limited Partner might or could do personally, and hereby
ratifying and confirming all that any such attorney-in-fact shall lawfully do or cause to be done by virtue
thereof or hereof.

13.2. Nature as Special Power. The power of attorney granted pursuant to this Article 13:

(a) is a special power of attorney coupled with an interest and is irrevocable;

(b) may be exercised by any such attorney-in-fact with the single signature of any such attorney-in­
fact acting as attorney-in-fact for all such Limited Partners; and

(c) shall survive and not be affected by the subsequent death, disability, legal incapacity,
bankruptcy, insolvency, dissolution, or cessation of existence of a Limited Partner and shaH survive the
delivery of an assignment by a Limited Partner of the whole or a portion of his interest in the Partnership,
except that where the assignment is of such Limited Partner's entire interest in the Partnership and the
assignee, with the consent of the General Partner, is admitted as a Substituted Limited Partner, the
power of attorney shall survive the delivery of such assignment for the sole purpose of enabling any such
attorney-in-fact to effect such substitution.
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ARTICLE 14

MISCELLANEOUS

14.1. Notices. Any notice, payment, demand, or communication required or permitted to be given by
any provision of this Agreement shall be in writing and shall be delivered personally to the Person or to an
officer of the Person to whom the same is directed, or sent by regular, registered or certified mail, addressed as
follows: if to the Partnership, to the address of the Managing General Partner set forth in Article I hereof, or
to such other address as the Partnership may from time to time specify by notice to the Partners; if to a
General Partner, to such General Partner at the address set forth in Article I hereof, or to such other address
as such General Partner may from time to time specify by notice to the Partners; if to a Limited Partner, to
such Limited Partner at the address set forth on Exhibit A hereto, or to such other address as such Limited
Partner may from time to time specify by notice to the Partnership. Any such notice shall be deemed to be
delivered, given and received for all purposes as of the date so delivered, if delivered personally or if sent by
regular mail, or as of the date on which the same was deposited in a regularly maintained receptacle for the
deposit of United States mail, if sent by registered or certified mail, postage and charges prepaid.

14.2. Valuation of the Partnership's Assets. Except as otherwise provided in Section 11.3 (d), any
security held by the Partnership shall be valued for all purposes as provided in this Section 14.2. Any security
for which market quotations are available which is not subject to restrictions on resale shall be valued at the
last sale or bid price quoted for such security. Any security for which market quotations are not available or
which is subject to restrictions on resale (and any other property of the Partnership) shall be valued by the
Managing General Partner pursuant to policies that have been approved by the Independent General Partners
and are in accordance with the provisions of the 1940 Act.

The Independent General Partners shall have the power and authority to hire an independent consultant
to review the Managing General Partner's valuation of the Partnership's assets or to conduct valuations of such
assets. The expenses of any such consultant shall be paid by the Partnership.

14.3. Binding Effect. Except as otherwise provided in this Agreement, every covenant, term and
provision of this Agreement shall be binding upon and inure to the benefit of the Partners and their respective
heirs, legatees, legal representatives, successors, transferees and assigns.

14.4. Headings. Section and other headings contained in this Agreement are for reference purposes
only and are not intended to describe, interpret, define or limit the scope, extent or intent of this Agreement or
any provision hereof.

14.5. Severability. Every provision of this Agreement is intended to be severable. If any term or
provision hereof is illegal or invalid for any reason whatsoever, such illegality or invalidity shall not affect the
validity or legality of the remainder of this Agreement.

14.6. Incorporation by Reference. Every exhibit, schedule and other appendix attached to this Agree­
ment and referred to herein is hereby incorporated in this Agreement by reference.

14.7. Further Action. Each Partner, upon the request of any General Partner, agrees to perform all
further acts and execute, acknowledge and deliver any documents which may be reasonably necessary,
appropriate or desirable to carry out the provisions of this Agreement.

14.8. Variation of Pronouns. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or plural, as the identity of the Person or Persons may require.

14.9. Governing Law. The laws of the State of Delaware shall govern the validity of this Agreement,
the construction of its terms, and the interpretation of the rights and duties of the Partners.

14.10. Waiver of Action for Partition. Each of the Partners irrevocably waives any right that he may
have to maintain any action for partition with respect to any of the investments of the Partnership.
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Its: _

By: _

14.11. Counterpart Execution. This Agreement may be executed in any number of counterparts with
the same effect as if all of the Partners had signed the same document. All counterparts shall be construed
together and shall constitute one agreement.

14.12. Sole and Absolute Discretion. Except as otherwise provided in this Agreement, all actions which
any General Partner may take and all determinations which any General Partner may make pursuant to this
Agreement may be taken and made at the sole and absolute discretion of such General Partner.

IN WITNESS WHEREOF, the parties have entered into this Amended and Restated Agreement of Limited
Partnership as of the day first above set forth. -

KAGAN MEDIA CAPITAL INC.,
as Managing General Partner

r

~---------------"""""1
I
I

PAINEWEBBER MEDIA INC.,
as Administrative General Partner

By: _

Its: _

WITHDRAWING ORIGINAL LIMITED PARTNER

NORMAN GLASER

LIMITED PARTNERS

All Limited Partners now and hereafter admitted as
limited partners of the Partnership, pursuant to Powers
of Attorney and authorizations now and hereafter exe­
cuted in favor of, and granted and delivered to, the
General Partners

By: PAINEWEBBER MEDIA INC.,
as attorney-in-fact

By: _

Its: _

INDEPENDENT GENERAL PARTNERS

ROCHELLE B. KING

SCOTI N. LEDBETIER

ROD WARNER
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DECLARATION

1. I, Peter F. olberg, am a partner in the law firm of
Battle Fowler, which is counsel to Kagan Media Partners, L.P., a
limited partnership organized under Delaware law (the "Partner­
ship"). I have been a practicing attorney specializirig-in the
field of securities law for 12 years. I have had extensive
experience representing clients before both the securities and
Exchange Commission and the various state securities commissions
and in securing the registration of pUblic offerings for clients
in these various forums. I am admitted to practice law in the
states of New York, Iowa and in the District of Columbia.

2. Battle Fowler is a New York law firm which has represen­
ted numerous clients before the Securities and Exchange Commis­
sion and the various state securities commissions. Battle Fowler
is generally recognized to have extensive experience in the field
of securities regulation and is well respected in the legal
community as counsel to entities seeking to obtain registration

"--' of publicly offered securities.

3. This Declaration is provided is support of a Petition
for Declaratory Ruling submitted by the Partnership to the
Federal Communications Commission (the "FCC") seeking a waiver
from certain of the FCC's guidelines for attribution with respect
to limited partners. The purpose of this Declaration is to
advise the FCC as to why Battle Fowler concluded, based on its
expertise, that it was necessary for the Partnership to be
structured in such a manner as to grant to the limited partners
of the Partnership (the "Limited Partners") the right to remove
the general partners of the Partnership (the "General Partners")
and the right to elect successor General Partners.

4. The Partnership is registered as a "business development
company" within the meaning of section 2(a) (48) of the Investment
Company Act of 1940 (the "1940 Act") (15 U.S.C. § 80a-2(a)(48».
Business development companies are a special class of investment
vehicle which generally provide a "transitional" or "inter­
mediate" type of financing to small and medium-sized companies.
This "transitional" or "intermediate" type of financing normally
falls between venture capital-type financing and more
traditional types of financing such as bank financing and pUblic
equity financing.

5. The nature of a business development company's ac­
tivities are such that these entities would ordinarily fall
within the 1940 Act's definition of an "investment company" and
be SUbject to all of the 1940 Act's restrictions. Congress has,
however, recognized the important role which business development
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companies play .in providing financing for small developing
companies and has therefore exempted business development
companies from many of the restrictions imposed on these
companies by the 1940 Act.

6. Business development companies are designed to offer, and
if accepted, to provide significant managerial assistance to
those companies in which the business development compan~ has
invested. The partnership, however, is structured as a Delaware
limited partnership and, as such, the Limited Partners of the
Partnership may not, under Delaware law, retain their limited
liability if they participate in the control of the business or
affairs of the Partnership (See, Del. U.L.P.A.§ 17-303 ).
Consequently, § 7.1 of the Partnership Agreement of the Partner­
ship provides, in part, that " [n]o Limited Partner shall have
any right or power to participate in the control of the business
or affairs of the Partnership or to act to bind the Partnership
in any way".

7. It is Battle Fowler's belief that the Partnership would
have been unable to obtain state registration for its securities,
and hence would have effectively been prohibited from doing
business as a business development company, had the Limited
Partners not been provided with the right, by majority vote, to
remove the General Partners and to elect successor General
Partners.

8. The Partnership has offered for sale to the pUblic a
maximum 1,500,000 units of limited partner interests. In order
to commence the offering, the Partnership was required to obtain
clearance not only from the Securities and Exchange Commission
("SEC") but also from every state securities commission in states
in which the Partnership wished to offer its limited partner
interests for sale. Many of the most significant states,
including California, Massachusetts, Michigan, Missouri,
Minnesota, Texas and Tennessee (the "Merit Review states"), in
determining whether to permit a limited partnership such as the
Partnership to offer its limited partner interests for sale in
that state, rely on a set of guidelines established by The North
American Securities Administrators Association, Inc. ("NASAA")
for publicly-offered real estate partnerships (the "Real Estate
Guidelines").

9. Article VII B. of the Real Estate Guidelines provides,
in part:

To the extent the law of the state in question is not
inconsistent, the limited partnership agreement must
provide that a majority of the then outstanding limited
partnership interests may •.• vote to : ....

0.81l42.•
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Deviations from the NASAA Real Estate Guidelines, without
sufficient justification, will normally result in an offering
being denied clearance by the state securities commissions of
the Merit Review states. Battle Fowler believes that it would
have been impossible to convince the state securities commissions
of the Merit Review states to waive compliance with Article VII B
of the NASAA Real Estate Guidelines. The state securities
commissions of the Merit Review states expressly applied the Real
Estate Guidelines to the Partnership's offering, and the
protection of the voting rights of limited partners is a matter
of fundamental concern in the context of such review.

I declare, certify and state, under penalty of perjury,
that the foregoing is true and correct to the best of my
knowledge, information and belief.

vv,.,.---.,~
• 01 erg ~

Executed on July 5, 1989.
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