
depending on opportunities for investment, a significant portion of each Fund's capital may be invested in
Temporary Investments during such investment period.

Additional Considerations

Certain Mezzanine and Other Investments may include investments in zero coupon or other debt
obligations having an original issue discount. The receipt of all or a portion of interest income on such
obligations is deferred, often until ~maturity. In certain other instances, Mezzanine and Other Investments
may include securities that pay interest or dividends in kind, i.e., in securities, for an initial period of time.
The Funds may alsq purc~ase Temporary lnvestments having an original issue discount. To, the extent the
Funds invest in securities with original issue discount or that pay inter~st or dividenps, in kind, current
di~tributions niayb,e less than the total taxable income accruing on the Funds' investments.

Number of Investments

At least 90% of each F~nd's Av~&ble Capital (other than capital invested in ,Bridge Investments and
Temporary Investments, as describ~d pelow) will be invested in Mezzanine Investments. NO,more than
10% ofeach Fund's Available Capital may be jnvested in Other Investments. Eac~ Fund will be limited in
tile amount ofAvaila~kCapital it may invest in Mezzanine Investments or Bridge Investmentsm anyone
'Portfolio Compapy. Generally, each Fund may not invest more than 10% of its Available Capital in
Mezzanine Investments or 20% of its Available Capital in Bridge Investments in a single Portfolio
Co~pJ.,ny. However, with the approval of its Independent General Partners, a Fund may make
¥,e~Dine Investme~ts in up to twq Portfolio Companies, utilizing, in each case, up to 20% onts Available
Capital, and a Fund may make Bridge Investments in one Portfolio Company utilizing up to 25% of its
Available Capital. These requirements will result, if a Fund becomes fully invested in Mezzanine and
Other Investments, in its holding at least ,eight such investments. The purpose of this requirement is to
mitigate exposure of a Fund's capital in any single investment.

In addition to Mezzapine Investments ,and Other Investments, each Fund may make Follow On
Investments in a Portfolio'Company in which such Fund, has, invested to protect or enhance its initial
investment in a cOmpany. Such Follow On IJ1,vestments may be in senior debt, subordinated debt or equity
securities or a, 'combination thereof. ~ee "Investment Operations-9ngoing Management Support",
below.

The Funds will not provide financing for a hostile tender offer or proxy contest or participate in an
'offer by third parties to acquire control of a company, whether by tender offer or directs-olicltation of
proxies, if the offer is opposed by the company's Board of Directors, regardless of whether or not the
investment by the Funds would otherwise constitute an Enhanced, Yield Investment. Equitable Capital, as
Investment Adviser, will be responsible for determining whether a transaction is a hostile one. The Funds
may, finance a bid approved by the Board of Directors of a .company which is subject to a competing
hostile' bid. The Funds' inability to finance hostile transactions, while avoiding risks incident to such
transactions,may prevent them from investing in securities which would otherwise be suitable investments.

Prior t~ipvestment in Enhanced Yield Investments, the Fundswill invest the proceeds of this offering
and, in the case of the Enhanced Yield Fund, t~e proceeds of any borrowing, in TeIl}porary Investments.
The Funds will also 'invest any amounts received with respect to its portfolio securities in Temporary
Investments, including any distribUtion by a Portfolio Company with respect to an Enhanced Yield
Investment or the proceeds of any liquidation or sale of such Bnhanced Yield Interest befort the payment
of expenses and fees, reinvestment in Enhanced Yield Investtnentsor distribution to the Partners, as the
case may be. Temporary Investments will consist of United States Treasury securities, securities issued or
guaranteed by an agency or instrumentality of the United States, certificates of deposit with maturities, at
the time of investment, of less thap. one year, commercial paper (rated and unrated) and other short-term
securities. .

The Funds' Enhanced Yield Investmetttsgenerally will be unrated securities. Such securities would,
however, if rated, be classified as speculative securities which generally would be of the type rated BB/Ba
to CCC/Caa. See Appendix I for a description of ratings by certain major rating agencies.
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Approval of Investments

The Funds will invest in Mezzanine and Other Investments in Portfolio Companies consisting of
Managed Companies and Non-Managed Companies which either (i) meet certain Guidelines that have
been established by Equitable Capital and have been approved by the Independent GeneralPartners, as
more fully described under the captions "Managed Company Transactions" and "Non-Managed
Company Transactions" below, or (ii) are otherwise specificaHyapproved by the Independent ,General
Partners. There can be.no assurance as to what proportion of the Enhanced Yield Investments of either
Fund will meet the Guidelines.

The Funds will only invest in transactions recommended by Equitable Capital. See "Conflicts of
Interest'~ In addition, anEnhanced Yield Investment must be in a Managed Company unless, at the time
the investment is made, at least 70% of the assets of the Fund putchasing such inVestment is invested in
Managed Companies and certain qualified Temporary Investments. See "RegUlation".

Provided Equitable Capital structures a Fund's Mezzanine and Other Investments within the
parameters of the Guidelines and certifies to that effect, and the Independent General Partners determine
that the investment meets the applicable Guidelines, the investment "will be eligible for investment by sJ,ich
Fund to the extent it has available funds sufficient to make the investment. Equitable Capital will submit
to the Independent General Partners of a Fund,. in connection with any certificatiOli tilat an investment
meets the Guidelines, such summary of the tetms of the investment and description of the Portfolio
Company as is necessary to enable the Independent General Partners to review whether the proposed
investment complies with the Guidelines. The Independent General Partners will use their besteft'orts to
determine whether the proposed investmentoomplies with the Guidelines within 24 hours of receipt of the
information from Equitable Capital.

The Funds may also invest in Mezzanine and Other Investments. which do not meet the Guidelines.
Any Mezzanine and Other Investment which does not conform to t4e applicable Guidelines must be
approved by a majority of the Independent General Partners. Before any such investment may be made,
Equitable Capital must submit to the Iridependent General

i
. Partners a description of the,Portfolio

Company (including financial statetnentsand biographies of any key. members of the .c6mp~ny's
management), annual projections for the Portf()lio Company for the' succeeding five years, theJ,rincipal
proposed terms of the recommended investment and projections indicating anticipated year~by-year

returns on the debt portion of the investment, the expected current yield and projected total return on the
investment. The Independent Oeneral Partners will use their bestetforts to approve or disapprove the
proposed investment within 24 hours of receipt of the information. In order to approve a proposed
investment which does not meet the Guidelines the Independent General Partners of a Fund must
determine that the, investment is appropriate for such Fund in light· of its objective and p()licies. In
addition, in approving a particular investment that does not meet the Guidelines, the Independtnt.General
Partners would be required to determine that (a) the terms of the transaction, including consideration to
be paid, are reasonable and fair to the Limited Partners of such Fund and:oo not involve overreaching of
such Fund or such Partners on the part of any person concerned and (b) the proposed transaction is
consistent with the interests of such Limited Partners and is consistent with the investment objective and
policies of such' Fund as recited in filings made by such Fund unMr the Securities Act, its registration
statement and reports filed under the Securities Exchange Act of 19~4 an~ its reports to its Partn~.'

At the closing of each Enhanced Yield Investment, Equitable Capital will be required to certify that
no material adverse change has been made in the material terms of such investment from the terms
approved by the Independent General Partners..

Managed Company Transactions

Managed Companies with respect to a Fund are Portfolio Companies to which Equitable Ca~ital,an
affiliate of Equitable Capital, or a member of a group investing in such a company in a transaction in
which such Fund also participates as an investor in the group, will offer to provide, and if accep*ed, will
provide significant managerial assistance after the consummation of the acquisition. Such management
assistance may include assisting the Portfolio Company in recruiting capable directors or key management
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personnel, assisting a Portfolio Company in establishing working relationships with professional advisers,
such as investment bankers, commercial bankers, accountants and lawyers, assigning Equitable Capital
persOnnel with ·financial or management expertise to work closely with a Portfolio Company on an ongoing
basis or to serve as a director of a Portfolio Company and providing periodic consultations and advice to
the directors or management of a Portfolio Company relating to particular business decisions or policies.
Such assistance may also be provided through rights exercised on behalf of Equitable Affiliates with
investments in the Portfolio Company to participate in the management or control of a Portfolio Company,
such as a right to designate a member of such company's board of directors. If a Fund exercises a
controlling influence over the management or policies of a Portfolio Company either by itself or as part of
a group acting together, such Portfolio Company will qualify as a Managed Company with respect to such
Fund. The Funds do not, as a general matter, intend to seek control of, or exercise a controlling influence
over, Portfolio Companies. An Enhanced Yield Investment must be in a Managed Company unless, at the
time of such investment, at least 70% of assets of the Fund purchasing such investment is invested in
Managed Companies or in certain qualified Temporary Investments.

The Guidelines have been designed based on the current and overall returns historically sought by
Equitable Capital in structuring and purchasing investments similar to Mezzanine and Other Investments.
However, these Guidelines may not always be responsive to all market changes. To that end, the General
Partners of each Fund may from time to time reevaluate and modify Guidelines for Mezzanine and Other
Investments, but ol)1y upon the affirmative vote of a majority of the Independent General Partners. In
addition, any modification of the Guidelines will require an amendment to the exemptive order for which
an application has been made to the SEC. See "Regulation". The Guidelines for each Fund are as

"'-' follows:

1. Parallel Investments: If one or more Equitable Affiliates invests in securities of a Portfolio
Company in which.R F'und also invests (a) each such Fund will hold securities of every class issued by
the Pbrifolio CoDtl'any to be acquired by such Equitable Affiliate, (b)· the ratio of the amount or
number of securities6f each class acquired by such Equitable Affiliate to the amount or number of all
securities in such classes acquired by such Equitable Affiliate shall equal the ratio of the amount or
number of securities of each such class of securities acquired by each such Fund to the amount or
number of securities of all such classes acquired by each such Fund, and (c) the terms of such
purchases will be identical in all material respects, except that Equitable Affiliates may purchase loan
participations representing interests in senior bank debt of a Portfolio Company independent of any
investment in such company by the Fund. Equitable Affiliates may not, however, purchase loan
participations that represent more than 15% of the aggregate amount of any class of such senior debt
issued by a Portfolio Company unless each such Fund also invests proportionally in such participa­
tions.

2. All-in-Yield: Interest or dividend income on a Mezzanine or Other Investment together with
proceeds projected to be generated upon the sale of any equity component thereof, must provide a
projected all-in-yield which is at least 750 basis points in excess of the Merrill Lynch High Yield
Master Bond Index at the time of commitment for such investment (excluding any senior debt or any
senior subordinated debt purchased in connection with such investment but which Equitable Capital
does not expect will be a permanent investment for such Fund ("Excluded Senior Debt")). For the
purposes of the Guidelines, projected "all-in-yield" means total projected income and capital gains to
be received by a Fund from all debt and any equity components of a Mezzanine or Other Investment,
as the case may be. The Merrill Lynch High Yield Master Bond Index measures the performance of
corporate debt instruments rated below BBB by Standard & Poor's Corporation and Baa3 by Moody's
Investors Service, Inc. To qualify for inclusion in the index the securities must (i) be in the form of
publicly placed, nonconvertible, fixed rate, domestic corporate debt, (ii) carry a term ofmaturity of at
least One year, (iii) have an aggregate outstanding principal amount of at least $10,000,000, and (tv)
be rated below BBB-/Baa3 by the rating agencies mentioned above. Bonds in default are excluded
from the index. All securities meeting the above criteria are included in the index.
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5. Cash Distribution: Each Mezzanine or Other Investment must either (a) provide for current
cash distributions at least equal to the annual amount of interest which would be payable if such
investment were invested at the time of commitment in 7-year Treasury Notes issued at the time of
commitment or (b) provide such current cash distributions, if any, required so that all MeZzanine and
Other Investments held by a Fund purchasing such investment and the proposed investment would by
their terms provide on an aggregate annual basis current cash distributions at least equal to the
amount of interest income which would be generated on such a basis by an investment at the time of
commitment, for the proposed investment, of the amount invested in such investments in 7-year
Treasury Notes issued at the time. of commitment. A· Mezzanine or Other Investment as to which
there has been a material payment default which has not been cured will be deemed to be generating
no current cash distributions for the purposes of calculating compliance with Guideline 5( b).

6. Workout Investments: An Equitable Affiliate must also invest in the securities constituting any
Other Investment which is an investment in the restructuring or workout of a financially troubled
company.

7. Existing Investment: An Equitable Affiliate must also purchase an Enhanced Yield Investment
issued by a Portfolio Company if, at the time of investment, Equitable Affiliates owned more than
10% of the aggregate principal amount of outstanding debt securities or more than 10% of the
outstanding equity securities of such Portfolio Company.

8. Terms and Conditions: The Funds must purchase all Mezzanine and Other Investments on
terms at least as favorable, in all material respects, as those available to any third party investors or
Equitable Affiliates.

The Guidelines for Managed Companies are designed so that the Funds will make investments
competitive with returns achieved on or about the date of this Prospectus by institutional and other
substantial investors for mezzanine investments similar to the Funds' Mezzanine Investments. In
particular, Guidelines one and eight above have been designed to ensure that the Funds invest on the same
terms as the Eqlfitable Affiliates and that the Funds are not subject to overreaching on the part of any
other party. However, changes in the leveraged buyout market, general economic or business conditions,
the legal and regulatory constraints on leveraged transactions, Equitable Capital's competitive position and
relationship with sponsors of leveraged transactions may render the Guidelines unrealistic or inapposite.
Accordingly, there can be no assurance that Enhanced Yield Investments meeting the Guidelines will be
available to Equitable Capital and the Funds for investment, nor can there be any assurance that
Enhanced Yield Investments meeting the Guidelines will actually yield the returns set forth in the
Guidelines. See "Risk and Other Important Factors-General Risks of Investment in the Funds".

36



Non-Managed Company Transactions

Investments in Non-Managed Companies will also be identified by Equitable Capital. A Non­
Managed Company is, a Portfolio Company to whith Equitable Capital or its affiliates do not offer
significant managerial assistance. ,As ,'business development companies' under the Investment Company
Act, neither Fund may invest irl Non-Managed Companies unless, at the time of such investment, at least
70% of its assets is invested in',Managed; Companies and certain qualified Temporary Investments.

All the Guidelines applicable to Managed Com)'lanies also will be applicable to investments in Non­
Managed Companies. In addition, the following ~delines will also apply to Non-Managed Companies:

1. Investment Ownership: The Funds may not in the aggregate purchase more than 50% of a
, Mezzanine or Other Investment issued bya Non~ManagedCompany.

2. Oa,~r Investors! At 1e.ast, 25% .of ea~pc;:lass of security constituting part of a Mezzanine or
Other Investment purchased by a Fund IIH1S( be purchased by one or more substantial institutional
investprs which may be EquitaQle Affiliates.

These criteria are designed to provide a market validation mechanism by requiring that a large
portion of the securities in a Non-Managed Company beheld by significant institutional investors.

Bridge Investments

The Funds may also make Bridge Investments in Portfolio Companies. Bridge Investments are
interim debt investments, which will generally have an expected maturity of twelve motlth.$ or less, in
Portfolio Companies; Bridge Investments may inclUde senior debt, senior subordinated debt, increasing

~ rate notes, subordinated debt, other types of debt instruments, preferred stock and common equity. The
interest rate .on Bridge Investments is expected to be either fixed or floating and may be escalating. A
Fund will only make aBridge Investment in a Portfolio Company in which it has made or expects to ,make
a Mezianine Investment. CThe Portfolio Company issuing a Bridge Investment ,may not, hpwever, be
under an obligation to issue the related Mezzanine Investment to the Funds.) Pan Or all of a Bridge
Investment may be replaced by a Mezzanine Investment. However, the Funds may make Bridge
Investments which are not expected, to be refinanced, in whole or in part, by a Mezzanine Investment.
Such a Bridge lnvestment would be in different levels of debt and equity securities tban the related
Mezzanine Investment. It is anticipated that anyporti<;ln of a Bridge Investment which is not refinanced by
a Mezzanine Investment will be refinanced or purchased by unaffiliated third parties. A Fund may not
invest more than 20% of its Available Capital in anyone such Bridge Investment except that it may make
one Bridge Investment with up to 25% of its Available Capital. Furthermore, neither of the Funds may
make any Bridge Investments that would cause 50% or more of such Fund's Available Capital to be
invested in Bridge Investments. See "Estimated Use of Proceeds".

Equitabl~ Capital ,will submit. tp the Independent,General Partners a.recommendation .with respect to
eacp Bridge Investment. Such recommenda,tion will include, among other things, an estimate 'of that
portion, if any, of the Bridge Investment that Equitable Capital anticipates will be refinanced by a
Mezzanine, bwestment including an estimate of the amount, if any, that will, be within the parameters of
the Guidelines for Managed Companies and the amount of time it is anticipated it will take to refinance
the Bridge Investment with permanent financing.

Coinvestments

The Funds will, to the extent each Fund'has Available Capital to inVeSt, coinvest with each other and
expect to coinvest in most Enhanced Yield Investments with certain affiliates of Equitable Capital, subject
to the availability on the part Of each Fund and'each Equitable Aftiliate( as defined below} of capital for
such investments, the investment' objectives and policies and the diversification requirements of such
entities i arid l.lppl,icable legal and' regulatory restrictions. Such affiliates will include EqUitable Life and
certain of its "subsidiaries(other than Equitable Capital), the Equitable Deal Flow Fund, L.P. (the "Deal
Flow Fund"~', a private limited partnership, the interests in which are held by Equitable Life and certain
affiliated anq unaffiliated institutional investorS, that invests primarily in mezzanine investtnents and is
advised by Equitable Capital, any funds organized or adVisM by Equitable Capital with an investment
objective similar to that of the Funds and any Equitable Capital advisory accounts with investment
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objectives similar to that of the Funds (collectively, the "Equitable Affiliates"). There can be no assuranc~

that .any of the Equitable Affiliates will have capital available to coinvest with the Funds.

At least 15%of each of the Funds'capital inv.~ted in Enhan~d Yie.l<;llnvestments at the end of tp.~

Investment Period must be investedinEnhancedYieldlnvestmen~ in tr,a~ctions in which institutipnal
investors unaffiliated with the Funds and .Equitable GapjW· .purchase .. a .m.~ority of the securities
constituting each such investment or in transactions in. which no Eq,~table AffiliatepaI1icipates.

Enhanced Yield Investments will be allocated ~ong, the Funds and the Equitable Affiliates, as a
general matter, pursuant to a ratio proportional to'ille amount of capital which each such entity luis
iBdicated is available for investment in Mezz~nine, Qthe~ ,9f. Bri~Be Investplents, as the case may be.
However, under the Partnership Agreements, the FUH!;l~ to"theJ' \\'..\11 hflVC therigbt to an allo~tion of at
least 50% of ~nyEnhancedYield Investment recommended to the Fundsor any Equitable Affiliate for
investment by~quitable Capital which meets 'the' Fhntl8' investnl~nt objective, policies and restrictjons,
until each Fund has become 75% invesfed in EJ1hance'O YielO InVestments and the right to an allocatic)n of
at least 25% of any such investment thereafter and prior to the tinie each becomes fully invested in
Enhanced· Yield Investments. Enhanced Yield Investments allocated to the 'Funds pursuant to this right
will be allocated between them based on the ratio ofAvailable Capital of each Fund. With respect to the
Enhanced Yield Fund, the determination of Available Capital during the first two years of the Investment
Period will be made as if such Fund had borrowed an amount equal to 50% of its Net Proceeds Availdble
for Investment (as defined above) and thereafter will' be made based on the actual percentage of
borrowings made by such Fund. This amount is added to the Enhaaced ¥'ield Fund's Available Capital'
for the purposes of allocati6J1 in order to compensate for the factthatthe Enmtaced Yield Fund may only
be in a position to' bOIT0wafter it has purchased a portfolio of Enhanced Yield Investments to pledge as.
security for such borrowings. Because the Enhanced Yield Fund may borrow at anytime and, thereforej'
its level of borrowing may vaty over the Investment Period, the ratio ofAvailable Capital of the Funds win
not be constant. If no such assumed amount were added to the Enhanced Yield Fund's Available· Capital,
the allocation formula would, if substantial bOrrowings' occurred~ cause the Enhanced Yield Retirement
Fund, which may not borrow to invest, to become fUlly invested well before the Enhanced. Yield Fund.
Thistesult would defeat the intention of the Funds tocoinvest with each other. However, to the eJOtent the
Enhanced Yield Fund's actual leverage deviates from the assumption above, the allocation fonDbla may
not result in coinvestments for each Fund's entire portfolio of Enhanced Yield Investments. .Equitable'
Capital will proVide the Independent General Partners of each Fund with information concerning the
amount of capital which the Equitable Affiliates have available fordrivestment in order to assist the
Independent General Partners with their review of such Fund's investments for compliamce with the
allocation provisions described herein.

Equitable Capital may grant to Equitable Affiliates similar. rights to purchase EnhanCed Yield
Inve~lllents, subJed to'the Funds' right to an alloca.tion ofat least 50% 6l' 25%, as the case maybe\6f an
Enhanced Yield Investment. The Independent General Partners will'review quarterly the mttl.it~ ~nd

extent bfcoinvestment by each Fund and Equihtble Affiliates to determine whether the participation or
lack ofparticipation of Equitable Affiliates is consistent with the allocation formula setfbtth above and the
iItterest of Limited Partners a.nd does not involve overreaching by any partY to the transaction.

, As noted above, subject to the availability ofcapital, the Funds will coin~est with each other. Further,
the Funds are generally expected to coinvest with Equitable Affiliates. However, the Funds, may also
illvest independently of such Equitable Affiljates due to diff~ring investment. pbjectives. the cash ppsltions
or diversific~tion,requirements of such entities or, as the result 9£ regulatory coDSi~q.tiot:ls.. Follow On
Investments may result in the F~nds and Equitaple Affiliates hol~g ditrerentproporti(JDS ofsecurities in
PortfolioComp~nies. While each Fund will have the right tOfOinyest in any FQllow On Inyestment
propGsed to b~ made by an Equitable Affiliate, such Fund may not be in apositiondu~, for example, to ~

lack of available capital, to make such an inve$ttpent or such inves~e~tmi&l;lt not meet the Guidelinys~as
applie(j. to Follow On Investments or the In4ependent Ge~pll" P~rtn~sJ QIlight not approv~ ,~uch

investm,ent. ,Further, the liquidation of an Enhan,:;ed Yield InvestIJilent by.a FU:nd or an Equitablep,.~ate

may res,ult in such entities holding different proportions ofsecurities in a Portfolio Company. H0'V~\'er, the
Funds will dispose of securities held by each of them, as coinvestments on a proportionate basis and on the
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same terms and conditions and will, unless the Independent General Partners otherwise approve, dispose
of seeurities jointly held with Equitable Affiliates on the same basis. See "Investment Oper­
ations-Liquidating Investments" below.

The Funds will not invest in se~urities issued in leveraged transactions sponsored by any affiliate of
Equitable Capital, including DonaldSQn, Lufkin & Jenrette Securities Corporation ("DLJ"), or purchase
securities in transactions in which any such affiliate is acting as a managing or lead underwriter.

Leverage,

The Enhanced Yield Fund (but not the 'Enhanced Yield Retirement Fund) may borrow an amount
up to 50% of Net Proceeds A,;"ailable for Investment reduced by the amount of capital returned to Partners
of the Enhanced Yield Fund on or·before the close of the previous quarter in order to fund or refinance a
part of its Enhanced Yield Investments or to make Follow On Investments. See "Estimated Use of
Proceeds". The Enhanced Yield Fund's permitted borrowing capacity will be reduced by the principal
amount of any obligationguaranteed by the Enhanced, Yield Fund. If a. borrowing is made, the Enhanced
Yield FU.nd will either. draw down principal on such loan to fund all ora portion ofeach Enhanced Yield
Investment it makes or draw down principal on such loan af~r making some or all of its investments,
thereby providingadditi9:Qal capital for investment during the Investment Period or for Follow On
Investments. See "Fund Distributions and Allocatiolls". Equitable, Capital will not be required to secure
separate approval from the Independent General Partners to draw down principal on such loan.

1 :

Such a loan may provide fora floating interest rate (for e~mple,with prime or comm~rcial rates) or
fixed interest rate on funds drawn ·down and, invested in Enhanqed Yield Investments and a standby
commitment fee applied to any portion of the lending commitment not drawn down, The Enhanced Yield
Fund may enter into interest rate "swap" or "cap" agreements in connection with any floating rate
obligation in order t~ limit the Fund's exposure to increases in interest rates.

Eqqitablfj C.api!~ exp~ts thatborrowiIlgs wiI) ,be no.nr~course to the Limited Partn,~~s and the
General Partners and will be secured solely by the ass~ts of t~ Enhanced Yield 'Fund. It is anticipated
that each Enhanced Yield Investment will be used to secure the financing of all Enhanced Yield
Investments ("cross-collateralization").

Certain lenders may require tht their loans be repayable as all or some of the Enhanced Yield Fund's
investments are liquidated, or that all or a portion of the loan become due before liquidation of a
corresponding portion of the Enhanced Yield Investments. Unless otherwise specifically required by
lenders to the contrary, Equitable Capital will direct repayments of principal at such times and in such
amounts as in its discretion is in the best interests of the Enhanced Yield Fund. The timing of loan
repayments will affect the amount of cash available for current distribution to the Partners. Lenders may
also impose reserves, operating restrictions Of other requirements on Enhanced Yield Investments and may
limit the abilltyof Equitable Capital to' control investments or their refinancing and may limit the
Enhanced Yield Fund's ability to make distributions to the Partners of the Enhanced Yield Fund.

'rhe use 6fleverage will magnify any capital gains or losSes. While the "spread" between the current
yield expected to be paid for Enhanced Yield InvestlIlents and the expected cost ofthe loan will augment
the return of the Limited Partners of the Enhanced Yield Fund; if the spread narrows ( because of an
increase in the cost of the debt or defaults in payment to the Fund on its Enhanced Yield Investments),
distributions to such Limited Partners would be adversely affected. If the spread were reversed, the
Enhanced Yield Fund might be unable to meet its obligatioris to the lemler, which might then seek to
cause the Fund to liquidate some or all of its investments. There can be no assurance that the Enhanced
Yield Fund would realize full value for its investments or recoup all of its capital if its Enhanced Yield
Investments were involuntarily liquidated. Under the Investment Company Act, distributions to its
Partners will be prohibited in the event the ratio of the value of the Fund assets to the principal amount of
any borrowings and any third party obligations guaranteed by the Enhanced Yield Fund declines below
2:1. See "Use of Leverage" and "Interest Rate Fluctuation".under "Risk and Other Important Factors".

There can be no assurance that the Enhanced Yield Fund will actually borrow. Equitable Capital
may not be able to arrange debt financing on terms acceptable to the Enhanced Yield Fund and Equitable
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Capital or Equitable Capital may believe .suchborrowings are not in the Enhanced Yield Fund's best
interest. If the Enhanced Yield Fund were unable to obtain such debtfinancmg, the Enhanced Yield Fund
might not be able to achieve as great a diversification in Enhanced Yield Investments and spreading of
risk. The inability to diversitY could increase the sensitivity of the Enhanced Yield Fund to general risks
associated with leveraged acquisition financing and the risk to Limited Partners associated with anyone
Enhanced Yield Investment.

The Enhanced Yield Retirement, Fund, which may not leverage as set forth above, has been
organized primarily to minimize the risk of the receipt by Tax-Exempt lnyestors of material amounts of
unrelated business taxable income resulting from suep leverage. The Enhanced Yield Retirement Fund's
inability to leverage will reduce the potential gain or loss from Enh~ced Yield Investments held by it as
compared to the potential gain or loss for such investments for the Enhanced Yield Fund.

Valuation

On a quarterly basis Equitable Capital will perform a valuation of the unliquidated assets of.the
Funds including Temporary Investments, Mezzanine Investments, Other Investments, and Bridge In­
vestments. Valuations of portfolio securities will' be made through, a variety of methods. For securities
which are publicly traded, and for which market quotations are available valuations will be set by the
closing sales or bid price as of the last day of the' fiscal quarter.

Equitable Capital will value securities that are not fully traded in any liquid public markets pursuant
to policies andptocedures approved by the Independent Genetal Partners and subject to their supervision.
For securities which ate in a class ofpublic securities but are restricted from free trading (such as Rule 144
stock), valuation will be set by discounting the closing sales or bid price to reflect the illiquiditY caused by
such restrictions.

Privately-held securities will be valued by Equitable Capital at fair value pursuant to valuation
policies apptoved by the IndependerttGeneralPartners. There is no limitation On the amount of a Fund's
investtl1eMs that may be made in or maintained'in privately-held securities.

The Independent General Partners will review the valuation policies fx;om time to time to determine
their appropriateness. The Independent General Partners may also hire independent firms to review
Equitable Capital's methodology of valuation or to conduct a valuation.

Investment' Operations
Locating Investments

Af~r the first Closing, the Funds will begin investing the proceeds of the offering, together, in the case
of the Enhanced Yield Fund, with the proceeds of any debt financing, in Enhanced Yield Investm~nts

identified by Equitable Capital. Pending such investments, proceeds of the offering will be invested in
Temporary Investments. ----...--

EqwtableCapital will seek and developinvestment opportunities through several channels. Equitable
Capital has developed relationships with many sponsors ofleveraaed transactions and has historically had
access to transactions in excess of the investment capacity of Equitable Life and its affiliates. Equitable
Capital also receives investment opportunities from investment banking firms acting as representatives of
companies or divisions on behalf of their corporate clients. During 1986, 1987, and the tirst quarter of
1988, Equitable Capital received proposals covering approximately $12.6 billion, $35.3 billion and $5.9
billion, respectively, in mezzanine investments which. in any particular case, may not have been suitable
for the Funds. There can be no assurance that Equitable Capital will continue to have such access to
leveraged, transactions.

The Funds intend to acquire a portfolio ofEnhanced Yield Investments in businesses charaeterlzedby
strong management, visible cash flow, and a superior asset base or strong and identifiable market,niche.
The Funds will consider public companies in the process ofgoing private and private companies and new
companies, which were formerly units of larger cotporations. They will not make investments in new
businesses (as opposed to new companies formed to operate established businesses).
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The 'Funds are closed-end funds and intend tdUl'Vestat least 65% of their assets during the tweRry­
four months from the date oftmsB1'ospeetus and to invest their funds fully in BnhancedYield Investments·
during the thirty-six months ftom the date of the Final Closing. Any remaining Capital Contributions in a
Fund that have not been invested or cOmmitted for investment:in Enhanced."Yield Investments within the
Investment Period, to the extent not utilized or reserved fotoperating eXl'lenses or Follow On Investments;
will be distributed to the Partners of such Fund as soon as practicable after the Investment Period.
However, any' net offering proceeds invested in Enhanced Yield Investments which are liquidated during
the Investment Period, to th~ .~~tellLI,lpt .utilizt?d or reserved for ~xpen.~es orfor Follow Qq)nvestments,
may be reinvest~din ~Ahall~#. 'yield lnyestmellts within the llPplic,able Reinyestment Period. Any such
proceeds not S9 reinyested( oi cOmmitted for reinvestment), utWi.edqr resefYed will be distribllted to
Partners as soon ~prl,lcticiJ,ble. . Equitable .Capital cannot •estimate tp.e J;ll,lmber "of Enhanced yield
Investments thapvi11 be liquidated during the. I,nvestJpent PerioQ or the a,m?wl.tofproceeds therefroin that
will be reinvested. Further, if after .the Interim. Investment Period,ll':$s tijiiP .65% .ofa. Fund's assets has
been invested or committed for investment ip Enha,llced Yield Inv~s~me~#~suchFund will make a
distribution of capital to its.Partners. (or, in the ,case of the ,Enhanced Yield Fiirid,paydown outstanding·
debt) so that, after such distribution (or repaymeJ;l.t), at least. 65% of all remahupg a~sets is investeif br
C9mmitted for invest,ment in Enchanced Yield Investments. Equitable Capita.lantidpates that at the end
o[the Investme.ntP'eriod substantially all of the Funds' Enhanced Yield. investments will be Mezzanine
and Other Investments. " " . ,

. The mana:getri~nt of the Funds' investments will involve the approxtmately40 oorporate finance
investl'nertt professi6nals at Equitable Capital who participate in the process of making Enhanced Yield
Investtnents; These professionals have a diVerse background in 'equity and' debt investrnents, and in
investment and credit analysis of a wide speetrumof industries~ 'Each propOsedtramattion presented to
Equitable Capital is assigned to an analytical team headed bya Managing Direetor.TheanaJyticalteam
~bje~,thepr~PQ~~dJnvestme~t·toa rigoro1J.sanalysis, involving. testing,of the jnvestm~ntunder.various
ass\l~ptjonsa.s to, tIle state.of general economic and business affairs and as to we business of th€: com.pany
in which the investment is to be made. Such "sensitivity and ,downside" ~sting relies on. sophisti~ated

sources of market and industry information developed over years 'of ,private corpOt!lte investing.
Recommendations, of the analytical team are presented to areyiew council Cdfhposeddfsenior managers
ofEqUitlible Capital. Because of its market presence, Equitable Capital often sees transactions in their
earliest stages and has an impdrtant say in how transactions are structured.' See ~'Management

Arrangeil1ent~-'Eq uitable Capital".
., 'i .'

Once an Enhanced Yield Investment is approved, Equitable Capital will bt1 .. ,r€:sp<:>nsible for
completing .the acquisition on behalf of the Funds and [Qr assuring tllat any investmen~m~de does not
materially adversely differ from those material terms presented to the Inde"ndel1t Genera(Partners for
their certificatldn or approvaL .

i Ongoing Management Support; Follow On Investments

'.EqUila~leCapital will be responsible for monitoring '~tld managing each Enhanced Vieid Investment
and the .rigfits •.. or" both Funds' as investors. Eqditabie 'Capital'wilt' also be. resp(jnsi~le for artanging
financing for the Enhanced 'Yield Fund and making:decisions as to the timing ofadVances addrepaym~nts
of such loans. Each Advisory Agreement will provide that Equitable~ Capital may bbt, withOut the
approval of the Independent General Partners of a Fund, modify' the terIlls of an Enhanced Yield
Investment in a Portfolio Company held by such Fund if eith~r (0) suchPoU(plip Company.is ip ~~terial

default with respect tb its payment obligations under any lending agreement to whim such PorJ:f~lio

Company is ,a party. or (b)' such Portfolio Company has a ratio of eamina~ before interest,'taxe~ alld
depreciatiqo,.tQ cash fixed charges of 1.1: I or less for the latest fiscal year for which Equitable Capit~l ba~

received, financi~l statements from. such Portfolio Company. .

Follow 011' Investments may be made in Portfolio Companies in the form of additional capital
contributions or irtvestmentin additional debt or preferred'6I' common' equity to enhanCe the Funds'
investment, to preserve the Funds' proportionateownershipwhe~,subse4lJefitdinancingis planned or to,
protect the Funds' investment where a Portfolio Company's cash flow dots not meet expectations. If the
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investment in tbePortfolio Company,takingintoaclCO\~ntthe Folh>w On Illvestment, continues to satisfy
the Guidelines, Equitable CapitalwiltcertifY to that effect before. either of the Funds makes the Follow On
Inyestment. If the investment dQe,snot m.eet the Guidelines, the Jndependent General Partners Qf a Fund
proposing to make it must approveit before it can be made, subject. to the sanae standards as are used in
evaluating MezZanine Investments, not conforming to the Guidelines. .

pquidatin( Investments

.EquitableCapit~l will be solely responsible ih most cases. for the decision and the aCtions to liquidate
an Enhanced Yield InVestment. See "Conflicts oflnterests", .·However, tlie'Fundswill dfspbse ofsecurities.
held bY,each of them as"ooi~yes(mertts nn a propb,niPl!~te' b'aSj~.and' on' th~,sarne terms andc6nditions eli
"lock ~tep" disposition).FUtther, ifatany time eifhet'ofthe FUhtls 'or any'Equita:ble Affiliate elects' to sell
a'secUrity that is part of an, Enl1anced yield Investtheritpurcliased as pari of a •Soinvestmeiit,' each Fund
and each such Equitable Affiliare hoidjng such security will paitiCipate in the'saIe of such securities unless
E<luitable Capi~al recom~ena(to'ilie Fundsthat t11FY not participate in such .~. sale' on~ lock step 6~si$'. If
Eqqitable Capital does nat. recOmmend ,a "lock 'step" disl'0sition, ihert notice of the prqppsed sale will b~
3iven~ the Indepe~derit"Oeriera1 Partners whowill aeiermin~ \vhefher the Fundsshould participate in
such sile and, if ~o; Whether such participation should 'be in lock step or on some,othefbasls. In order for
the 'Funds not to make alock'step 'disposition in such a case, the Independent Gerieral P'artn~rs must find
that the retention by the Funds is fair to the Funds and that the Funds' participatidrt lAthe sate':is not the
result ofoven-eaehing ,by Equitable Capital or any Equitable Affili~ue,If the Independent (Jeneral
Partners of eacbFUJ1d do not make such a· finding in connection·with.~ sale, each Fundmust.participateiJ;l
such $alc;, on the ba$iso( a lock step disposition. If at any time the result of a proposed disposition Qhny
portfolio security held bY!1 Fund would be to alter the Proportionate holdings of each, class of securities.
held by a Fund and any Equitable Affiliate, then the In~ependentOeneral Paxtner~;of the Fund must
determine that such a result is fair tQ tJ;le Fund and is ,not. theresj,llt of ovel1eachiiji!;>Y an Eqqjtll,ble,
M~ . ,

, " .:' rio . . " _. ': '_~,', .1 . _ ) , ,." .' I ; , ,:~ J; " . 1: '

: the liquid.ati,qRofan ,~nhanced Yield Inverstm,entmay occpr at different stll,gell ,for a,p.y ¢ven, Portfolio,
Co~anl' 'Nor~.areXlr~aU: option$ for Por:ttqlio Companies ipFltJd~ e~~~er public offerip.gs Jp ~hi,c~
ins~~en. mayor may; not liquidate any of their h,oldings, registratiop andreofl'ering of investments in ~uch
CQmpapies or divelltiture ()fthej>ortfolio Company through sale toa corporate or individual buyer. III the
case' ora public offering-'by the Portfolio Company, a Fund's investments may e#~r be ~ld to the. public
contemporaneously with the Portfolio Company's registration of such securities upon the exercise by the
Fundi ofte~trati()n rights, if anY,teceived at the time the invest'ment was made; or may be liquidated
after'SuCh:tegiStra:tioll over time through subsequent secondary offerings. :The cost of such registration is
tYPicaUYbohle·bY'tbe Portfolio Company but such costs may be home byithe Funds and other investors
P3rticipating in the sale. The Funds may liquidate their holdings of only certain classes of stcUri~
constituting an Enhanced Yield Investment. For example, they may sell the subordinateddebi' or
preferred stock portion of such investment while retaining the common stockportion, In·thecase,ofasale
of a ~9rtfoli~Cop1pany to a i thit;c;J,~Jla.rty buyer, however, we .ful1ds' M~~nit¥r h1;ves~en~ .would
typ~cal}Ylcotne,~$.:flnd, be simultan~~>usly liquidated,Finally~ebtsecut1~e~it) 31n Enhanced Yield
Io.v~~~molly be. prepaid, andpreferred~tockIJ;l,aYbe redeemed,'hy a, P~t:tfolio Company in. accordance
w;ithsuchprepaYment terms,. and with the payme:llt of such prepayment premiums, if any, negotiated at
thetj.m~sllph,s~wities were issued.

"Timing'of divestitut:e'b1' liquidation depends on a P6rtfolio C6mpany;s p~rfor1l1an6e, the judgment of
the cdntrolllitB investors (whIch may include Equitable Capital listing for the: Fuhds and any Equitable
Affiliate}as to value" the ltbilit)i of theJ>ortfolio Company to refinjlnce its outs,\:anding securities arid other
fttlarl.cial market oppdrtttmties. To the 'extent that Portfolio Companies are able to repay the debtincurted
in the acquisition faster than anticipated, liquidation of the investment may occUr at an earlydate':'-'fn:
g{O~ situatiOns, the need for capital may necessitate an entry in.to the Plilblic markets. Generalmarket
CC1nditiouwill·aJ.most always influence these decisions, as management, .directors and major investors
(includiag the Funds)wiUseekto maximize financial returns and to posi~ion the Portfolio.Company.to
meet its,financia1 needs in the market.

42



MANAGEMENT,ARRANGElViENT&

The portfd!io"Investments ofthe Funds will be managed by Equitable Capital, as inJlestnteIit adviser,
under the supeMsion of the Independent' General Partners. Equitablei Capital will,mso'aet· as :the
Managing:~aetleral Partner of each of the Funds with overall responsibilityi'for theiadministrative and
business aj'aits of each Fund. The other General Partners will be individuals and are referred to herein as
tM,lntlepenchUlti6eneral Pcart:Ders(. The Investment Company Act requires ·that a, majority·of the .General
Partnel'S ofeach.:Fund· tie indimuaJ.s who·are not '!interestedpersonst~ofthe Fund· as'definedinsu~h·aet.
TheFuJ'J.dsan~ Equitable'<JapiUd haw received an order·from the SEC deternUningdll:t .the bidepende,t
GoneraIPartnersj,whb'Will' initially be.the, same,individuals, for each Fund; are I10t "interestedpersons'~of
the Fund within the meaning of the Investment CompanyiActsimply eyvit:tueofb.einggeneralpartners1of
the Funds~ E~~t,1~I~ Capital, through ML Fund Admil:istrators I~.(J~~. '~NimWst1'~tor"),pr~vides

ea~hof the. ~u.Pd,~. ~ith certain day-to~dilY management and !ldrili¢strativeset\ices as describ~d ~elow.

Equitable iC~itaI:..ul act as the investment advisert0 re!ch Fund pursuant ·tolnvesttlient Advisory
AgreementsLbetw6en: F.quitable Capital and each Fund'Qnd 'will ~ responsible'fot!recom.tfieilding, all
Enhatteed Yield Inwsttnentsand 'Temporary Investments to the Funds; Each'Investment AdVisOry
A)ttiernen't betW~t1flaFund and Equitable Capital must be'initiaHy aptnoved:by the initial Limited
Partner of sudr P.Jid'and thereafter annually approved lt)y the Independento:eneral'~Partners()fsuch
Fund. Whethef!orA'ot aj'}·rlnvestment· AdvisotY .Agreement' with Equitable ai-pital iscootiriued with
respeCt to a fund; 'Equita6le Capital will remain as ManagingOe:neral Partner ofsuch Furtd ana·continue
t6teceive dlmiblxioltSandallocations in accordance with the PattnershipAgreement However, upon
removal of Equitable Capital as investment adviser to a 'Fund, the Incentive, Dlsmbution Cas defined
below ~p.derc"l?i~~~\ltion.s ~nd A.ll0catio~s") will be paya~leby.such.f~~dl9Eq~~table.C,a~ft~ R~>' wiJh

resp~~t. t?,' tM~ej",~.nhan,'J., ..~,..,~ ylel,d In.!,es~en;~ he~~b.y S~Ch,. F.un~,.14enf1~" eHrbY,J~.Q.. ~tab~ ~aP'JtMlWo~~.O.l.,~...
termlnauop.SCel ~(b~scppuon orthe Investment AdvlsoryAgre~mentsj" below. . ,'" "

:' :EqilitableCapitJil'al1d the three IndePendent Genera] Partners set forth'iritIili Prospeetus'",m serve as
the'Oerietirl 'PaffiiersM each Fund until successors have been. elected tose'tVe 'Rs·(}enetalPattrleis o~ until
their earlier migfiatiol1 or removal. In the event that Equitable CapWil· is'reth()v~d' cir' is n6tre~eleeted at
any meeting'of'Eirtited Partilers' held for the purpose' of electing geneta1 parttfc;rS"Ofi ,Fund,'sucll'Fitrtd
wil1' b:aveito '5&j(;Mtemate arrangements witH respect to those admimst~iti>VeandOther seM.tesproVided
tb's\lchFUn(J6yl£q1litilble 'Capita1. .The Independent General 'Partners"wift'bb required to ·appMve"a.l1
investments made by such Fund, though investments meeting certain Guidelines will be reviewed'only for
~plian~witll suc~ 9uidelines. See "Investment Objective and Policies" and, "Summary of the
P~rtQ.ership,A,~em~nt".

I'

Description of,the Investmeat Advisory Agreements

Pursuantto each Investment Advisory Agreement, EqJtitll.bl~iC~pit41.~#l p~ovide investIh~llt!ad~o&
services to the related Fund. Under such Agreement, Equitable Capital will be responsible for the
idtntiClca8fm.col)!dli·Enhanced Yield and Temporary InvesbMnts madebY'sueh 'Fund'ltndaU 'other
investment jadvisory services necessary for· the >operation of such Fund in carrying out its :investment
obje¢tive~and 'policies. '!

~I ,. :~,~i~~e, IC~pi~'s inv~tmellt advisory se~ces include lo~ting, st,ru,eturip,g, ~cquiring,. n,.pnitprlpg,
h()ldjp..'~~~12i$AA~g of Enhance4, Yield Investments for a Fund and, in~e.caseoftlle1Enh~~dYield
FUncb:s~8 its Jinancing, if any. Th~ Funds will make o~y·the i~h3,J?cedl,Yie~d ~vestments

reCQ~~d~,d;1~1~.pl by Equitable Capital, ~d Equitaple .Capital (su1?jeC~:lC),the~upervision qf the
Gen~ralf,~)(h¥the exclusive power and authority to ma~, monitor,manag~~~d\cou~rC?II;lFiun~'s

J;nhanc¢ 'Y:iW4 r1Jl~es~J,11ents. Eq~itable Capital will determine the man,ner in whi<;h. vptiag !r;ightsto
consent to,coI'.I?Qrate action,and any other rights pertaining to a Fund's Enhanced Yield Investments will
b~ exercis~di . ' ,
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Equitable Capital will bear the ordinary operating expenses of each of the Funds relating to portfolio
investments, including the expenses of investigating investment opportunities, structuring and financing
Enhanced Yield Investments, monitoring Portfolio Companies and \certain expenses of selling Enhanced
Yield Investments. Each Fund will pay its pro rata share of all expenses of thirdlpanties, such as legal
counsel, appraisers and independent business consultants, hired or used hyEquitable Capital in connection
with the investigation, negotiation, purchase, holding and sale of actual or proposed ,Enhuced Yield
Investments and any registration fees incurred in connection with any such 'sale; PortfoliO."Co,mpanies
usually bear the expenses ,of such third parties, in which event the Funds will not beobUgatedto payllBy
of them. The Funds willlilso reimburse Equitable Capital, as investment adviser, for their pro rata; share'
of the fees and expenses of the law department of Equitable Life ,paid by Equitable Capital in connection
with any such purchase, holding or sale in which the Funds participM:e;

Each Fund will pay Equitable Capital an a.nflual fee (payable quarterly in a4ya4~ }(t~~ "!.nvestment
Advisory Fee"), equal in amount to the greater of (i) an annual payment determined'by multiplying
$2,000,000 by a fraction, the numerator of which is the number of Units outstanding ofs.\lch 'E'und;and the
denominator ·of which is the aggregate number of Units outstanding 0fboth, Fun4sand un a fee
calculated at the annual rate of 1.0% of such Fund's Available Capital. The Investment,Advisory Fee
payabl~ by a Fund to Equitable Capital will be reduced by an amount equal to (i) any distribl$ons from
such Fund received by Equitable Capital, as Managing General Partner of such Fund, from Temporary
Investments and (it) 80% of "DedUctible Fees" with respect to Portfolio Comp~nies. '~Deductible Fees"
consist of transaction, commitment, "break-up", investment banking or similar feeJ'rereived by Equitable
Capital allocable to Enhanced Yield Investments purchased or as to which pu.rchasecommittnentswere
issued by. such Fund. Such fees will be reviewed quarterly by the Independent Genetal Partners.

Each Investment Advisory Agreement has been approved by the Independent Geperal Parttiers and
the initial Limited Partner of the Fund to which the. agreement al'pii~s. Unle~s.eltti.ier'·term41ate~.a~
described below, each Investment Advisory Agreement will remain in effect for an liiW'atnvo year penod
and there~fter continue from year to year if approved by a majority of the Independent G,n.al;Pa~ners
of such Fund. ,Ea~ Investment Advisory Agreement is not assignable and maybe ter~a,~·wit1J,olJt

penalty on 60 days' written notice at the option of the related Fund or by vote of the LimitedP~ners of
the related Fund. Equitable Capital may not terminate a Fund's Investment Advisory Agreemeat,ulUilthe
fifth anniversary of such Fund's Final Closing. Subsequent to that time Equitable Capital may.terminate
such agreement on 60 days' written notice so long as such Fund has found a suitable replacement
investment adviser. .

Each Investment Advisory Agreement provides that neither Equitable Capital nor any of its affiliates
will be liable, responsible or accountable in damages or otherwise to a Fund or ~ny limited P~ftneFof
such Fund for any error ofjudgment or mistake of law or for any loss suffered by such Fund in cOnnection
with the matters covered by the Investment Advisory Agreement, except a 108s' resulting from-,Willful
misfeasance, bad faith, gross negligence or reckless disregard of duty on the part of Equitable Capital in
the performance of its duties under the Investment Advisory Agreement.

Each Investment Advisory Agreement also provides .that to the fullest e1f;tent permitted by lawandrt.b.e
related Partnership Agreement, each Fund, out of its assets, and subject to, the terms ·of such PaJinership
Agreement, and not out of the assets of the General Partners, will indemnify and hold harmless .BqUi~le
Capital and any of its affiliates who was or is a party or is threatened to be made a party to any~hreatened,

pending ot completed action, suit or proceeding, whether civil, criminal, administrative' or m"eS'tigative
(including any action by or in the right of such Fund), by reason of any act or omisSion oral1eged actor
omission arising out' ofEquitable Capital's activities as investment adviser to such Fund, or b:y'reasOn of
any act or omission arising out of the activities of such an affiliate as an officer, partner, direbt6:r,
shareholder or affiliate' of Equitable Capital, if such activities were performed in good' faith .'and were!
reasonably believed by such person to be in or not opposed to the best'interests of such Fund and to;8e
within the scope of the authority conferred by the Investment Advisory Agteement or by law otund~for

by the direction of the Managing General Partner (if other than Equitable Capital) or the Independent
General Partners of such Fund, against losses, damages, or expenses for which such person has not
otherwise been reimbursed (including, without limitation, attorney's fees, judgments, fines and amounts
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paid in settlement) actually and reasonably incurred by such person in connection with such action j suit or
proceeding so long as such person was not guilty of gross negligence, willful misfeasance, bad faith or
reckless disregard of such person's duties with respect to such acts or omissions, and, with respect to any
criminal action or proceeding, had no reasonable cause to believe that his conduct wasuniawful. Any such
indemnification will be limited to the extent (a) that the satisfaction of any indemnification and any
holding harmless will he from and .limited to Fund assets and no Limited Partner will have any pe~nal

liability on account of any indeuwificatiop, and (b) that any indemnification of an affiliate of Equitable
Capital will be limited to losses, damagf;'l~ or expenses (i) that such· affiliate incurred solely as a result of
such affiliate's status as an affiliate of Equitable Capital or (ii) to which the affiliate is subject because it
has performed an obligation of Equitable Capital, in its role as Investment Adviser, on behalfof Equitable
Capital. Notwithstanding the foregoing, absertt a judicial or administrative determination that Equitable
Capital or any of its affiliates seeking indemnification was not liable on the merits or guilty of disabling
conduct under Section 17(h) of the Investment Company Act, the decision by such Fund to indemnify
Equitable Capital or any such affiliate must be based upon the reasonable determination of independent
counselor the Independent General Partners of such Fund not parties to the claim for which
indemnification is to be sought, after review of the facts, that such conduct did not occur.

Equitable Capital

Equitable Capital is an indirect, wholly-owned subsidiary of EqwtableLife speciali~g in fixed
income and equity pDrtfolio management and is registered as an investment adviser underthe lnvestment
Advisers Act of 1940 (the "Investment Advisers Act"). Organi~d in 1985, Equitable Capital performs the
functions previously performed by the Finance Operations Area of Equitable ,Life· and by Equitable
Investment Management Corporation, an equity investment manager. It has approximately $31 billion in
fixed income and equity assets under management. The principal executive offices of Equitable Capital are
located at 1285 Avenue of the Americas, New York, New York 10019.

.,Equitable Capital has extensive experience in private placement financing, with a growing emphasis
on enhanced yield, specially structured and negotiated financings for leveraged transactions, especially
management-led leveraged buyouts. Since January, 1983 Equitable Capital (mcluding its predecessors)
has advised EquitllbleLife and Equitable Affiliates, including the Deal Flow Fun.d, in respect of portfolio
securities and CQmmitments issued in connection with leveraged buyouts and recapitalizations in an
amount exceeding $1.7 billion. Equitable Capital is one of the nation's leading providers of mezzanine
financing in leveraged buyouts.

As of December 31, 1987, assets under management of Equitable Capital included:

-$4 billion in privately placed enhanced return investments, including in excess of$I;7 billion in
securities similar to those in which. the Fund will invest.

-$7.2 billion in privately placed fixed income corporate obligations, generally of investment
grade.

-$1.2 billion in actively-traded high-yield securities, primarily pubJic bonds.

-$14.3 billion in publicly-traded high-grade corporate and U. S. Government and agency
obligations, as well as cash equivalents.

-$4.5 billIon in common and preferred stock.
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Management of Equitable Capital

The directors and principal executive officers of Equitable Capital are as follows:

Brian F. Wruble........................................................ Chairman of the Board of Directors, President and
ChiefExecutive Officer

Frank Savage............................................................ Vice Chairman ofthe Board of Directors

David K. Downes ~..................................... Director and Executive Vice President, Chief Finan-
cial and Administrative Officer and Treasurer

Robert W. Barth....................................................... Director
Benjamin D. Holloway............................................. Director

John Katz ; ;.................................. Director

William 1. Moran...................................................... Director

Zane E. Brown.......................................................... Executive Vice President

John D. Miller........................................................... Executive Vice President

Alden M. Stewart Executive Vice President

Mr. Wruble, age'45, is also an Executive Vice President of Equitable Life and is a member of its
Investment Policy Committee. From 1982 to 1985 (when Equitable Capital was formed) Mr; Wruble was
Equitable Life's Chief of Finance Operations, with overall responsibility for formulation of investment
strategy for Equitable Life's General Asset Account which then approximated $30 billion. In addition,
since 1982 he has maintained direct oversight of Equitable Life's corporate finance and bond ijlvestment
activities, which currently encompass more than $20 billion of assets under management. Mr. Wruble
joined Equitable Life in 1979 as Vice President and head of the Portfolio Management Department. He
subsequently assumed re,sponsibility for Equitable Life's Investment Advisory Department, providing
active asset allocation and investment timing services. for balanced pension account~. Befpre joining
Equitable Life, Mr. Wruble spent nearly ten years on Wall Street,' most recently at Smith, Barney, Harris
Upham. & Co., where he was co-manager of fundamental equities research and a member of the
Institutional Investor "All America Research Team". Mr. Wruble serves as President and a Chairman of
Equitable Realty Assets Corporation, as Chairman of Equico Capital Corporation and a director of
Equitable Variable Life Insurance Company and Frye CopySystems, Inc. He and Mr. Miller will direct the
operation of the Equitable Capital professionals managing the Funds' Enhanced Yield Investments.

Mr. Savage, age 50, is responsible for international operations and assists Mr. Wrublein the overall
management of Equitable Capital. He has been a Senior Vice President of Equitable Life since 1987 and
was a Vice President from prior to 1983 to 1987. Mr. Savage is a member of the Board of Trustees of The
John Hopkins University and the Council on Foreign Relations, Inc. He is a director of Equico Capital
Corporation, Essence Communications, Inc. and United Mutual Life Insurance Company.

Mr. Downes, age 48, is responsible for financial, accounting, legal, systems, personnel and
administrative operations. He joined Equitable Capital in 1985 from Merrill Lynch & Co., Inc., where he
was Vice President and Controller from prior to 1983 until he joined Equitable Capital.

Mr. Barth, age 51, is President and Chief Executive Officer of the Individual Financial Management
Group of Equitable Life and of Equitable Variable Life Insurance Company. Since 1985 he has been an
Executive Vice President of Equitable Life. From 1984 to 1985 he was a Senior Vice President, in 1984 a
Vice President and prior to 1984 an Agency Manager, of Equitable Life. Mr. Barth is Chairman of the
Board of Directors of Equitable Realty Partners, L.P., a director of Equitable Investment Corporation,
Donaldson, Lufkin & Jenrette Securities Corporation, Alliance Capital Management Corporation,
Equitable of Colorado and the Communication Design Group and a trustee of The Equitable Trust and
The Equitable Funds. Mr. Barth is a trustee of the Morehouse School of Medicine and a director and part
owner of ECTA Corporation.
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Mr. Holloway, age 63, is President and Chi,ef Executive offia:r.of Equitable Investment. Corporation,
the direct parent of Equitable Capital. From 1984 to 1987 Mr. Holloway was Chairman, President and
Chief Executive Officer Of Equitable Real Estate Group, Inc. From 1979 to the present Mr~ Holloway has
been an Executive Vice President of Equitable Life.

Mr. Katz, age 49, has been a Senior Vice President of Equitable Investment Corporation since
December, 1985. From November, 1982 to December, 1985 he was a Vice President of Equitable Life.
Mr. Katz is also a directorof,.In~egrityLif~Insurance Com.pany. National Integrity Life Insurance
Company and Equico Securities, Inc.. .

. Mr. Moran, age 54, has been an Executive Vice President of Equitable Investment Corporation since
January, 1986. Priotto holding ,that position he was a Senior Vice President of Equitable Life from prior
fi)·1983. Mr. Moran is a director of Equitable,Life Leasing Corporation, Equitable Real Estate Investment
Corporation, Equitable Agri-Business'Corporaton, and the Tandem Corporation.

Mr. Brown, age 36, has been an EJ,ecutive Vice PresidentofEqqjtable Capital since 1987. From prior
to 1983 to joining Equitable<:llpi~~~in 1987,he ,. was a Man~gerat Brown Brothers Harriman & Co., a
private bank. He is an Investment Officer with the Equitable Financial Companies,.a Vice President of
Equitable Variable Life Insurance Company and an Assistant Treasurer of the Equitable Funds.

Mr. Miller, age 42, has been an Executive Vice President ofEquitable Capital since 1985. From prior
to 1983 to 1987 he was a Vice President of Equitable Life. Mr. Miller is Head of Corporate Finance Of
Equitable Capital and is responsible for alfprivate placement investment activities of Equitable Capital
including privately placed leveraged·buyout investments. Mr. Miner joined Equitable Life in 1969 and has
extensiv~,~~pe*nce in the privatevlacement area and portfolio management, including ma~~gement of a
$lbilli9l;lsep~rate account fo~ whichhe se1ested pqvate placements andpublicbonds. lie, played a key
r9J~)~'~~,4~bei of majo~corporateres~ct'upngs:~etweenW79 andJ982. 'Mr~: M:ill~tp1~y~:da'major rol¢
iri'~quitable Life's entrance into the leveragedb"uyout market in 1983 and in the development of" its
philosophy and approach to investing in the leveraged buyout market. Duririg 1986 and ··1987; Mr.
Miller's operation completed approximately 400. private placement 'transactions totaling more. than $5.7
billiQn of investments for Equitable .Capital ,a<:counfS: Mr. Miller is a director of Eq~co Capital
Corporation, .Joy Technologies ·lnc. and Yellow Front Stores Inc.

Mr. Stewart" age 43, has been an Exec~tive Vi~.Presidentof Equitable Capital since January 1987.
From October 1986 to January 1987, he was aportfolio manager at Neuberger & Berman, a broker­
dealer. Since prior to 1983 to October, 1986, Mr. Stewart was a portfolio manager at Equitable Investment
Management Corporation, one of the predecessors to Equitable Capital.

"'-' Equitable Deal Flow Fund. LP.

The Deal Flow Fund is a Delaware limited partnership that has an investment objective and policies
substantially identical to those of the Funds. It has been offered in a private placement to certain
institutional investors. Equitable Managed Assets, L.P., a Delaware limited partnership of which
Equitable Life and Equitable Capital are partners, serves as the general partner of the Deal Flow Fund
and Equitable Capital serves as the "manager" (or investment adviser). The Deal Flow Fund is seeking
to raise up to $1.5 billion through a private offering.

)

Equitable Life and other Equitable Affiliates have committed $500,000,000 to the Deal Flow Fund.
As of May 31, 1988, institutional investors unaffiliated with Equitable Life have committed approximately
$469 million in additional investments. The Deal Flow Fund has commenced operations and, as of May
31, 1988, had invested approximately $638 million in 26 transactions. The Deal Flow Fund has the right
to an allocation by Equitable Capital of 50% of any Enhanced Yield Investment that meets the Deal Flow
Fund's investment objective and policies until it first becomes 75% invested in Enhanced Yield
Investments, and the right to an allocation of 25% of any such investment after it becomes so invested and
prior to the time it becomes 90% invested in Enhanced Yield Investments.

47



The Equitable Life Assurance Society ofthe United States

Equitable Life is the nation's third largest life insurance com.pany, and together with its subsidiaries, is
a major diversified financial services enterprise with over $100 billion in assets under maPagement.
Equitable Life is one of the largest pension fund managers in the United States. It had approximately $66
billion in pension assets under management at December 31, 1987.

Description of Mezzanine-type Investment Portfolio of Equitable Capital and AIIlliates

From January 1983 through December 31, 1987, Equitable Capital and its predecessor have advised
Equitable Life and Equitable Affiliates, including the Deal'FIO:w: Fund, with respect to mezzanine-type
investments in 53 companies. Acquisition prices for companies in which Equitable Affiliates made a
significant investment· range from approximately $14 million ·to .approximately $3.7 billion. In these
transactions Equitable Affiliates invested $1.2 billion inllubordinated debt. 5227 million in equity
investments and $236 million in senior debt. These investments are in companies spanning a broad range
of industries, including manufacturing, retailing, broadcasting, and service businesses. The weighted
average coupon rate on the debt portion of these investments is approximately 12.7%. Appendix II to this
Prospectus sets forth certain information concerning each su~h investment.

Included within these 53 investments are seven investments which are on Equitable Capital's
"surveillance list". This list covers investments in portfolio, companies the economic circumstances of
which are at least uncertain enough to warrant cIosesurveillance. Collectively, the purchase price of these
seven investments constitute approximately 9% of the $1.7 billion aggregate purchase price of outstanding
mezzanine-type investments in which Equitable Capital has.participated.

.. As ofJ~e f I, 1988, the surveillance list included 3 investments which have been r~structured and 2
investnientsin. ,;WhiC;h Equitable Cap~tal has agreed or expects to agree to def~r interest payments.
Respectively, these investments represent approximately 2% and 1% of the total $1.7 billion Of such
outstanding mezzanine-type investments.

Equitable Life and the Equitable Affiliates have sold or otherwise disposed of investments in the
companies listed below. The total cost of these investments which have been sold was approximately $124
million. The total value of the cash proceeds and/or marketable securities received from the· sale or
disposition of these investments was $181 million. The following table sets forth certain information
regarding the mezzanine-type investments which have been sold or otherwise disposed of.
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Disposition of Certain Mezzanine-type 'Investments

Date of Pre-Tax Remaining
Initial Gross Investment

Investment Cost of Cash In Pre-Tax
com,..n~ (Sale or Security Investment Proceeds Securities
Name(l Prepayment) Purchased (5000) (SOOO)(%) Proceeds

Adams Commu- 3/84 12% Capital 1,457 1,500(3) Warrants
nieations ~ 10/85) Notes du~ 1994 remaining for purchase
Inc. 12/86) with Warrants 43 1,800(3) ofequity, fair

12/87) valued at $70,000
as of the date of
receipt in 1O/85(3)

Ti-Caro Inc. 5/84 16% Subordinated 25,714 31,457 168,299 shares
(4/87) Notes due 1996( 4) ofcommon stock
(5/87) Common Stock 6,000 18,260(5) ofDixie Yarns

Inc. market valued
at $4,199,060
in 5/87(5)

;. Permian Corp. 10/84 16% Senior 12,500 14,625 None, (11/85 ) Subordinated
Notes due 1999

International 3/85 14% Guaranteed 6,804 5,209(6) $995,795 aggre-
Healthcare (9/86) Subordinated gate principal
Corporation ~ 10/86) Notes due 1997 amount of 13%

12/86) with Warrants Junior
Subordinated
Notes ofAddic-
tion Recovery
Co~ration and
$4, 44,000
aggregate principal
amountofa
12% Senior
Note ofAddiction
Recovery
Corporation( 6)

Ecolaire, Inc. 4/85 14% Guaranteed 8,000 8,000 100,800 shares
(6/87) Subordinated of 10%

Notes due ·1995 Junior
Preferred Stock 750 Preferred Stock
due 1997 and 48,000
Common Stock 150 shares ofClass

Bcommon
stock of
Joy Technologies, Inc.,
valued at

",--,,/ $3,000,000 on
the date ofex-
change in 6/87( 7)

Farley/North- 8/85 14% Senior Notes 10,000 11,438 None
west, Inc. ( 10/86) due 1993

(3/87) 15% Senior 9,869 11,450
Subordinated
Notes due 1996

McCaw Devel- 11185 13.75% Senior 14,000 16,834 None
opment Corporation (4/87) Notes due 1997

14.5% Junior 5,994 7,400
Subordinated
Notes due 1997
Warrants 6 1,014

Household 1186 15% Senior 18,588 21,400 None
M~rchandising ?/86) Subordinated
Inc. 8/87) Debentures

due· 1997
Common and 4,412 17,816(8)
Preferred Stock
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( 1) Additional information concerning these investments, including the primary businesses in which these
companies are engaged, is set forth in Appendix II to this Prospectus.

(2) Proceeds from debt investments were received through repayment, negotiated or permitted pre­
payment or sale in the secondary market of such investments. Amounts shown for gross proceeds
from debt investments do not include accrued interest received through the date of disposition.

(3) Represents cash proceeds from (i) the negotiated prepayment in October 1985 of the 12% Capital
Notes. and warrants for $2,900,000 net of the cost of 100 new warrants received, (ii) redemption of 30
of the new warrants for $150,000 in December 1986 and (iii) a $250,000 special warrant buyout
(associated with a restructuring of Adams Communications Inc. ("Adams") received in December
1987. Also, in exchange for the Adams warrants, Equitable Affiliates received warrants to purchase
70 shares each of Adams Television Corporation I ("ACTV I") and Adams Television Corporation II
("ACTV II"). The receipt of these warrants was completed in February 1988. ACTV I and ACTV II
are spin-offs of Adams Communications.

( 4) Ti-Caro Inc. paid interest on these notes at a rate of 15.5% monthly for the first two years of
investment and 16% semiannually thereafter.

(5) In connection with the acquisition of Ti-Caro Inc. by Dixie Yams Inc. in April 1987, Equitable
Affiliates received 900,000 shares of common stock of Dixie Yams Inc. in exchange for their Ti-Caro
Inc. common stock. Equitable Affiliates sold 731,701 (81 %) of the Dixie Yams Inc. shares in May
1987 for $18,259,598. The remaining 168,299 shares, valued as of the date of the above sale, are
restricted until March 1989. Equitable Affiliates have the right to request Dixie Yams Inc. to register
these shares under the federal securities laws to permit resale to the public.

(6) In September 1986, $4,744,000 aggregate principal amount of the 14% Guaranteed Subordinated
Notes was exchanged for a $4,744,000 participation in a 12% Senior Note of Addiction Recovery
Corporation, a subsidiary of International Healthcare Corporation. The remaining $2,060,000 on the
14% Guaranteed Subordinated Notes was repaid in October and December 1986. In respect of the
warrants, Equitable Affiliates received (i) $459,000 in October 1986 and $2,690,000 on December 31,
1986 and (ii) $995,795 aggregate principal amount of 13% Junior Subordinated Notes of Addiction
Recovery Corporation in October 1986.

(7) Proceeds of the sale of Ecolaire Preferred and Common Stock were in the form of Joy Technologies,
Inc. Junior Preferred Stock and Common Stock which Equitable Capital valued at $3,000,000 on the
date of exchange.

( 8) Includes $1,494,045 from the redemption of a preferred stock series received in March 1986 and
$16,322,365 received from the sale of common and remaining preferred stock in August 1987.

Investors in the Funds will have no interest in any of the investments described above and in
Appendix n.

There can be no assurance that Equitable Capital will be able to duplicate its historical performance
or invest in similar transactions on behalfof the Funds. See "Risk and Other Important Factors-Risks of
Investments".

The Managing General Partner

Each Partnership Agreement provides that Equitable Capital, as the Managing General Partner, is
responsible for purchasing investments for the related Fund which its Independent General Partners have
reviewed for compliance with the Guidelines or otherwise approved, for providing administrative services
necessary for the operation of such Fund and for the admission of additional or assignee Limited Partners
to such Fund. Equitable Capital, as the Managing General Partner of each Fund, will contribute a
promissory note to such Fund in a principal amount equal to 1.01% of the Net Capital Contributions of
such Fund's Limited Partners (the principal amount of which note will be reduced proportionally as such
Limited Partners receive distributions representing returns of capital), and will receive 1% of all
distributions representing income or capital gains by such Fund and the Incentive Distributions. Equitable
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Capital will also receive the allocation ofprofits and losses described below under"Fund Distributions and
Allocations". The Funds consider that the Partnership Agreement of each Fund, as it relates to the duties
ofEquitable Capital as the Managing General Partner and to the allocations and distributions to Equitable
Capital constitute investment advisory agreements under the Investment Company Act and in such regard
each Partnership Agreement will comply with the provisions of the Investment Company Act.

Equitable Capital, as the Managing General Partner will also receive an administrative fee (the
"Fund Administration Fee") from each Fund, payable quarterly in advance, equal to (i) for eachofti1e
first four years of operation of each Fund, an annual amount equal to the greater of (x) 1% of the gross
offering proceeds of the Units in such Fund but not greater than $500,000 (the "Minimum Fee") and (y)
.45% of the amount of Net Proceeds Available for Investment for such Fund, (ii) for each of the next four
years, the greater of (x) the "Minimum Fee" and (y) (1) .45% of the excess of the aggregate amount of
Net Proceeds Available for Investment for both Funds over 50% of the amount of both Funds' capital
reductions,· but in no event exceeding in the aggregate the sum of $3.2 million and all direct out-of-pocket
expenses incurred in connection with the administration of the slIlaller of the two Funds, (2) multiplied by
a fraction the numerator of which is the Units in the Fund with respect to which the Fund Administration
Fee is payable and the denominator of which is the number of Units of both Funds, an,d (iii) for each year
thereafter, the annual sum of $300,000, in the case of the Enhanced Yield Fund, and $100,000, in the case
of the Enhanced Yield Retirement Fund, plus all direct out-of-pocket expenses incurred on, behalf of such
Fund in connection with its management but in no event exceeding in the aggregate $2.5 million, in the
case of the Enhanced Yield Fund, and, $1.0 million, in the case·of the Enhanced Yield Retirement,Fund.
For the purpose of calculating the Fund Administration Fee with respect to a Fund, "capital reductions"
consists of the cumulative amount of capital distributed to the Partners by such Fund and realized losses
from investments through the end of the preceding quarter. The Fund Administration Fee,is intended to
reimburse the Managing General Partner for its expenses and provide a fee for the provision by Equitable
Capital and the Administrator to a Fund of administrative serVices; provided, however~ that Equitable
Capital, or the Administrator (see below) will be separately reimbursed fQr its actual out-of-pocket
extraordinary expenses, including, but not limited to, extraordinary fees and expenses, and statutory
insurance and bonding expenses, and any optional insurance and bonding expenses permitted by the ,1940
Act. The Fund Administration Fee will also cover the fees and expenses of each Fund's independent
accountants and custodian. The Independent General Partners of a Fund may approve an increase to such
fee, without the consent of the Limited Partners of such Fund, to reflect properly the market value of
services rendered.

The Administrator

Each Fund and Equitable Capital will enter into an Administrative Services Agreement (the
"Administrative Agreement") with ML Fund Administrators Inc. (the "Administrator"), a Delaware
corporation and an affiliate of Merrill Lynch & Co., Inc., the parent of MLPF&S. Pursuant to the
Administration Agreements, the Administrator will be responsible for the day-to-day administrative affairs
of the Funds and for the management of the accounts of Limited Partners.

Equitable Capital will assign to the Administrator its right to receive the Fund Administration Fee
payable with respect to each Fund and any reimbursements for certain expenses, set forth above. The
Administrator will provide the Funds, at the Administrator's expense, with office space, facilities,
equipment and personnel necessary to carry out its obligations under such agreements and such other
services as Equitable Capital and the Fund Administrator, subject to supervision by the Individual General
Partners, shall from time to time determine to be necessary and appropriate. The Fund Administration
Fee is expected to increase proportionally with any proceeds to a Fund from a foreign offering. See
"Foreign Offering".

The Administrator will coordinate investor relations services for each Fund on behalf of Equitable
Capital. The Funds' investor relations representative is accessible at (212) 449-2006 during business
hours.
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The Ihdependent General Partners

'" Initially each of the Funds will have two Independent GeneraIPal'tn~r,s, although the Partnership
Agreements permit their number to be increased to nitie. Prior tp .the.1;irst C1q~a. each Fund may admit a
third Independent General Partner. Each ofthe FUJ:lds williniti~y hav~,. ;~esallle Independent General
Partners. The Independent General Partners will provide overall guidAAce,and supervision with respect to
the operations of the Funds and will perform the various duties imPQ~on the directors of business
development companies by the Investment Company Act. The Ind~~ndent Gen¢ral Partners will
supervise Equitable Capital and will be required· to approve all Guide~s' for investments, review all
Guideline transactions for compliance with the Guidelines and apProve all nan-Guideline transactions. In
addition, if a Portfolio Company has defaulted in arnaterial respect on payments due under a lending
agreement, whether senior debt or mezzanine debt, or the ra.tio .ofearmngs before interest, taxes and
depreciation, to cash fixed charges of such company, as set [orthin the',Portfolio Company'slatest
available financial statements, is less than or equal to 1.1: 1 (a "troubled company"), then any changes in
the terms of the Funds' investment therein would reqUire the approvalof<the Independent General
Panners. In addition to general duties as general partners aCme Furtds,·'the Independent General
Partners, among other things will supervise the management and underwriting arrangements of the Funds,
the custody arrangement with respect to Enhanced Yield Investments, the selection of accounfants. fidelity
bonding and transactions with affiliates. The Independent General PartDers will review quarterly the
nature and extent of coinvestments by the Funds and Equitable Affiliates and will receive within thirty
days of the beginning of each quarter, reports from Equitable Capital on the amount of capital,available
on the part of Equitable Affiliates for investment in Enhanced Yield Investments as of the beginning of
such quarter to assist in such review. All actions taken by the Independent Genetal Partners will betaken
by majority vote, unless a higher percentage is required by law.

The two Independent General Partners of the Fund~.are Robert 'W" ~and Rob~rt F. ~hapiro.

Mr. Lear, age 71, has been an Executive-in-Residence and VisitinlfProfessor at the 'Columbia
University Graduate School of Business since prior to 1983. He is also a director of Cambrex Corp.,
Church & Dwight Company, Crane Co., and the Korea Fund (a closed-end investment fund). Mr. Lear is
a trustee of the Scudder Capital Growth, Development, Equity' Inc., Global and International Funds
(mutual funds) and a member of the advisory boards of Chemical Bank and the Welsh, Carson,
Anderson, Stowe Venture Capital Funds.

Mr. Shapiro, age 53, is the President of RFS & Associates, Inc. (consultants and investments). From
1986 to 1987 he was the Co-Chairman of Wertheim Schroder & Co. Inc. (investment bankers) and from
1974 to 1986 he was the President of its predecessor, Wertheim & Co. Inc. Mr.Shapiro is a d,irector of
TJX Companies, Inc. (specialty retailing) and Zayre Corporation (discount stores and specialty retailing).
Mr. Shapiro was Chairman of the Securities Industry Association in 1985. .

Each Independent General Partner will receive an annual fee of $30,OQO from each Fund for each of
the first three years of operations and $15,000 for each year thereafter, together with all out-of-pocket
expenses relating to attendance at meetings of the Independent General Partners. Compensation paid to
the Independent General Partners, including fees for any special services performed, must be approved by
a majority of the General Partners.

Responsibility of the General Partners

The General Partners are under a duty to conduct the affairs of each Fund in the best interests of such
Fund and consequently must exercise good faith and integrity in handling its affairs. Prospective Limited
Partners who have questions concerning the duties of the General Partners should consult with their
counsel.

The Partnership Agreement provides that the General Partners of a Fund will not be liable to it or to
its Limited Partners for any act or omission performed or omitted by them in good faith but only for any
act or omission not constituting gross negligence, bad faith, willful misfeasance or reckless disregard of the
duties of a General Partner (or, in the case of the Managing General Partner, for any act or omission not
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constituting any of the foregoing, negligence or miscond-uet).Each of such General Partners will be
indemnified to the fullest extent permitted by law by such Fund for any liability incurred by such General
Partneratisirtg out of his, her 01' its acti\lities as a general partner of such Fund, except for any liability
arising'out ofgross negligence, willful'misfeasance; bad fait!l()r recKless disregard of the duties of General
Partner on the part of such General Partner (or, in the case of the Managing General Partner, a.ny liability
not arising' out or any of the' ft)feg'oing, negligence or miseanduct). In addition, Equitable Capital has
agreed to indemnify the Independent General Partners of a Fund for liabilities not arising out of gross
negligence, bad faith or wlllfutmisfeasanceto the extent such Fundrloes not indemnify /the Independent
General Partners for such liability up to an aggregate lirnit of$lOO million. See "Indemnification of the
General Partners by the Funds" and "Indemnification of the Independent General Partners by the
Managing General Partner" under "Summary of the Partnersbip Agreement". Equitable Life has
authorized the indemnification by Equitable I,.ife of the Independent General Partners for liabilities arising
out of their service as general partners 'of the Funds, to the extentperrnjtted under applicable law.

In the opitllon oftheSecuritip~ and Exchange.Commission, indemnification for liabilities arising under
the Securities Act is against public policy and, therefore, unenforceable.

Expenses

The ()rganizatipnaland offering,expenses of the Funds, including accounting, legal, printing, clerical
and other expenSes and registration and filing fees, estimated at $3,250,000 if the maximum number of
Units otfered'herehy is sold and $4,000,000 if the increased maXimum number of Units offered hereby is
sold, incurred-by Equitable Capital, the Administrator or any of their affiliates on behalf ofthe Funds in
connection with the organization of the Funds and this offering will be reimbursed by the Funds to the
extent that such expenses, together with those paid by the Funds, do not exceed $6,000,000. The
organizational and offering expenses of the Funds will be allocated arhong th.eFurids pursuantt6 the ratio
Qf.theoumber of Units sold by each of the Funds.

Following commencement of operations by the Funds, the Admini~trator, on behalf of Equitable
Capital as t4e. Managing General Partner" will provide the Funds, at its expense, with office space,
facilities, eq~ent anq, personnel necessary for the administratipn of the Funds and th~ accounts of
Limited Partners. Equitaqle,Capital, as investment adviser, will pay for Qrdinary expenses associated with
the management of the portfolio investments of the Funds including the expenses of investigating
inve~tment opportunities, structuring and financing Enhanced Yield Investments and momtoring Portfolio
CornpaJ,Ues. The F\lnds will pay their pro rata share of all expenses of third parties, such as legal counsel,
appraiStrs and inclependent business consultants hired or use<,t for work done on behalf of the Funds in
connectjon with the investigation, negotiation, purchase, holding and sale of actu,al or proposed Enhanced
Yield Investments and any registration fees incurred in connection with any such sale. Such' outside
expenses will typically be paid by the Portfolio Company; however, if they are not so paid they\vill be
bome by ell-ch Fund pro rata with other investors, if any, in proportion to its investment in such company.
See "Description of the Investment Advisory Agreements" above. The Administrator will pay all other
ordin,ary exp~nses r~lating to the Funds', administration, including fees and expenses for regular legal,
lluditing an~ c:onsulting services, costs of printing and mailing proxies and reports to Limited Partners and
cu~todian fees. Expenses associated withlitigaaon, and other extraordinary or nonrecurring expenses, as
well as expenses of statutory and optional insurance and bonding, as permitted by the Investment
Company Act, and fees and expenses, including legal fees and expenses, of the Independent General
Partners, will be paid by the Funds. The Independent 'General P~rtiIers are authorized to retain
consultants for the Funds, at the expense of the Funds, and consultants may be utilized under special
circumstances with respect to particular Enhanced Yield Investments.

Each,Fund will, as stated above, also pay the Investment Ac;lvisory Fee to Equitable. Capital, as
investment adviser, and the Fund Administration Fee to Equit~ble ~apital,as Managing General Partner.
See "Management Arrangements---:Description of the Investment Advisory Agreements" and "-The
Managing General Partner".
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CONFliCTS OF INTEREST
," :L:,

Equitable Capital and the EquitaP-le, ~ffiliates andMLPF&$,\V~cib.)s aetjng ~s selfulg agent in the
offering made hereby, may be subject to vario\ls. conflict§ ofint~~ts in tbeirretationships with the Funds.
The arrangements among the Funds,Equitable Capital and;:t~iJ;' aftijiateshave been established by
Equitable Capi~al and are nOUhe res\llt of arm's~length,negotiationby th~iFunds. 'rhe cqntllets,of inter~st
incl\lde: . .., ..

I. Transactions with the Funds. Article Five of the Partnership Agreement imposes various
oonstraints on Eql1itableCapital in its dealings with the Funds; artd,the terms and conditlidns of·alld
Compensation for services rendered by a General Pattner;ot i18 aftiliatesi.tt) the:Funds are in~hdedtobe
consistent· with and governed by industry norms) FurtherrD01e:tbe 11l~stmen.t Company Act'contairts
restrictions aSlo certain transactions between a Fund and its affitiates;See ,~~RegulationIt, Generally,
transactions involving a Fund andafliliates ofEquitable Capital must I'edtive the prior approvalof the
SEC orsuch Fund's Independent General Partners. Transactions between a Fundand any General
Partner (including Equitable Capit:,il), any director, officer or employee"Ofany oftfi:etn,'or any person or
entity directly or indirectly Controlling, cOntrolled by Of uhder common .control :With ahy of them, will
generally require the approval of the SEC. Transactions between a Fund and persons who are otherwise
affiliated with such Fund or any General Partner will generally require the approval of the Independent
General Partners of the Fund. Moreover, Equitable Capital will be subject to a duty to each F1Jnd in
evaluating the capabilities, services and compensation of persons renderin~ services to such Fund.

2, Conflicts with Resp~t to Investment Opportunities. Equitable AffiiiiW~,s~ch.as)~eOeal Flow
Fund, will invest directly in investmen1s that woq.Id be appropriate.inv:~tmentsf~! ~ funds. Affiliates of
Equitable, Capital may also serve as directors or officers or perform investDilent ady~ry services fqrqther
investment entities with investment, objectives and policies similar tQ those of th~q.f:l.lD:ds,.. sucll· as Qther
partnerships sponsored or managed by Equitable Capital,

In order to 'prevent or minimize conflicts of interest betwee1nhe\ Funds, on die one hand, and
Equitable Capital and the Equitable Affiliates, on the 9ther hand, Equitable Capital has agr~ep that all
Enhanced Yield Investments will be allocated among the Funds and the Equitabl~Ai!iliates according to
the ratio Of Available Capital which each such entity, including the Fun'ds~ ha~in'dita.ted is available for
investment in Mezzanine, Other or Bridge Investments, as 'the case may be. Ff1nhet, subject. t¢. the finill
terms of the SEC order authorizing coinvestrnertt, the. Funds together have therlght to an.allocation orat
least 50% of any Enhanced Yield Investment that meets the Funds' investment objectiy~, ~~8es ahd
restrictions and that is recommended by Equitable Capital to the Funds ot.ailXE4liit~hle Affiliate for
investment until the Funds each become 75% invested in Enhanced Yield Ipvestmehts and the right to an
alloca~i<>,n for 25% of any such investment afte! they each become so inves~ted ahd"pdbr to the t!nie they
each become fully invested. Equitable Capital may grant to Equitable Affiliates similar rights toaUQCation
of Enhanced Yield Investments subject to the Funds' right to an allocati6n of Atleast 50~ or 2'5%, as the
case ,may be, of an investment and has granted a similar. ri~ht td the Deal Flow Fulld. See
"Management-Equitable Deal Flow Fund, L.P." above. Equitable Capital Qlay iiself invest in or may
offer to third parties the opportunity to invest in any Enhanced Yield Investment which.does not meet the
applicable Guidelines, provided such investment'is first offered to the Funds' bildsrejected by the
Independent General Partners. However, Equitable Capital may not consummate'any such transactions
with a third party (i) on terms materially more favorable thlin those' offered. to the Funds, or '( ii) more
than 120 days after the Funds' rejection of the investment wIthout reoffering 'the irivesttrte'ilt to the Funds.

'.' ' -.'." ;.1 'i"

3. Conflict between Holders ()fDifferent Levels of Securities. .AltJ1ough the Funds and the Equitable
Affiliates in making Enhanced Yield Investments in a Portfolio Company will invest in, the .sa~ classes of
securities in the same proportions, Equitable Affiliates may also in;vest illlo\in participations representing
interests in senior bank debt issued by such company independent of the Funds' investment. Further, even
withoutsuch an investment, subsequent events could result in a FU'ndand'one ormore Equitable Affiliates
holding different proportions of debt and equity. An Equitable Affiliate rnay have held securities' of a
Portfolio Company prior to the issue by such company of an Enhanced Yield Investment. Inrvestment
objectives or the need for liquidity may cause either a Fund or an Equitable Affiliate to sell a portion of an
Enhanced Yield Investment. Follow On Investments may also result in a Fund and the Equitable
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Affiliates holding different proportions of securities. For example, in the event a Portfolio Company
becomes financially troubled, the Funds and the Equitable Affiliates may be offered the opportunity to
invest in senior debt of such company or an affiliate under circumstances in which either or both the
EAA-anced Yield Fund and the Enhanced Yield Retirement Fund has no capital available for investment.
IfaFund's.investment in a Portfolio Company contains a different proportion ofsenior debt, subordinated
debtand equity interests than that 'held by an Equitable Affiliate and such Portfolio Company is unable to
meet,its interest or dividend payments to such Fund, the best interests ofsuch Fund and such affiliate may
diverge. For example, if such Fund's investment is largely equity and the Equitable Affiliate's investment
is in debt. the best interests ofsuch affiliate, but not such Fund, may be in enforcing such affiliate's rights as
creditor. Such actions may extinguish or materially impair the equity investment of the Fund.

In order to mitigate conflicts of interest (i) Equitable Affiliates may not in the aggregate purchase
loan participations in senior bank debt which evidence greater than 15% of the principal amount of any
such class of senior bank debt unless the Funds also invest proportionally in such senior debt; (ii) the
Guidelines require that an Equitable Affiliate must coinvest in any Enhanced Yield Investment issued by a
Portfolio Company if, prior to the time of investment, Equitable Affiliates in the aggregate owned and still
holdniore than 10% of the aggregate principal amount of debt securities issued by' such company or 10%
ofits equity securities or the Independent General Partners must specifically approve such investment; (iii)
the Funds will have the right to participate proportionately in any sale of a security which is part of an
Enhanced Yield Investment by an Equitable Affiliate (see "Investment Objectives and Poli­
cies-Liquidating Investments"); and (iv) neither Equitable Capital nor any Equitable Affl.liateWill inves~
j~ ,.the senior debt of any troubled Portfolio Company unless each Fund holding securities issued by S1,lch
company is given the opportunity to make a similar investment which is in the same propOrtion'to the
investment of the Equitable Affiliate as the proportion ofthe then outstanding investmentin such company
by the Funds and such affiliate. . .

Equitable Capitalmay in the future seek an order from theSEC permitting the. officers and employees
of Equitable Capital to invest in the equity securities of Portfolio Companies in which the Funds have
made or propose to make an Enhanced Yield Investment. If suchan order were issued, of which event
th,ere canbe no assurance, a conflict of interest might arise from the fact that the Funds' investment in the
Portfolio Company would largely be comprised of debt while the investment of the office.rs and employees
ofthe Fun,ds' managing general partner and investment adviser would be in equity securities. In order to
mitigate this conflict of interest, such officers and employees. in addition to such restrictions, if any,
imposed by the SEC, will not purchase more than 1% of any class of equity security issued by a Portfolio
Company.

4. Allocation ofManagement Time and Services. The Funds will not have independent management
ot employees .and will rely upon Equitable Capital and the Administrator and their affiliates for
management and administration of the Funds and their assets. The requirement that each Fund, as a
business development company under the 1940 Act. make available significant managerial assistance to
Portfolio Companies the securities of which constitute 70% of the assets of the Fund will impose an
additional burden on Equitable Capital as investment adviser to the Fund. Equitable Capital and the
Administrator believe that they and their affiliates have or can attract sufficient personnel to discharge all
their responsibilities to the Funds. Conflicts of interest may arise in allocating management time, services
or fUnctions· between the Funds and other entities for which Equitable Capital and the Administrator and
their aftiliates provide services. The officers, directors and employees of Equitable Capital and the
Administrator and their affiliates will devote such time to the affairs of the Funds as they, in their sole
discretion, determine to be necessary for the conduct of the business of the Funds.

5. Timing of Disposition of the Funds' Investments. Equitable Capital has an interest in the profits
and losses of each of the Funds as set forth under "Distributions and Allocations". Equitable Capital's
interests may in some cases be inconsistent with the interests of the Limited Partners with respect to the
timing of disposition of the Funds' investments.

6. Timing of Repayment of Debt Financing. Equitable Capital has an interest in the timing of
repayments of the Enhanced Yield Fund's debt financing. Although high interest rates and low yield on
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investments might . otherwise motivate the, Enhanced Yield Fund to prepay debt, to the extent that
available cash of the Enhanced Yield Fund wouidbe used to prepay debt, less cash would be'available for
making any Incentive Distribution to Equitable Capital in a given period.

7. Incentive Allocation. the fact that Equitable Capital's Incentive Distribution with respect to.each
Fund is based on the performance of such FUIid may cre'ate an incentive for EqUitable Capital to 1l1ake
investments that are more speculative than would be the case in the absence of an incentiveallocattOti., a
factor that will be somewhat tempered because losses will reduce such Fund's performance and Equitable
Capital's'Incentive Distribution.

8. Other Relations with Portfolio Companies. Equitabl~ Capital or its affiliates' may have, other
relationships ?n an ongoing basis with Portfolio Companies. Such relationships could influence Equitable
Capital to ,take. actions, or ,forbear from taking'actions, which an Independent General Partner might not
take or forbear from. taking.

9. LfJck pi Separate Representation. The Funds and Equitable Capital will, from time to time; be
represented by the same legal collnsel which counsel may repreSent the'Funds and/or Equitable Capital
and Equitable Affiliates with respect to the acquisition and m~nagement of Enhanced 'Yield Investments.

DISTRIBUTIONS AND ALLOCATIONS

General

. . Distributions of each Fund's cash from current return oninyestments and capital transactions. alld
allocations of t~xable income and gains ("Profits") and loss ("Loss~) are governed by Article Fourof its
Partnership Agreement. Such provisions are complex and should be reviewed with care in their entirety by
prospective investors. The summary set forth below is qualified in its entirety by the detailed provisions of
the Partnership Agreement, including definitions contained therein, to which reference is hereby made and
the form of which appears as Exhibit A to this ProsPectus.

All cash distributions to Limited Partners whose subscriptions were solicited by MLPF&:S or a
Selected Dealer whose accounts are cleared through Broadcort Capital Corporation will be credited to
such Limited Partners' customer securities accounts maintained with MLPF&S or such Selected Dealer.
Other Limited Partners and Limited Partners who choose not to have their distributions credited to their
accounts will be given the opportunity to so instruct the Administrator.

Distributable Cash from Investments

Cash receipts of a Fund (other than certain extraordinary receipts, such as Capital COlltrib;ntions,
proceeds of any loan, disposition of investments (other than the interest component thet:eof),.CoIJl~

pensatory Payments (defined below) or returns of capital on investments) are applied, t~getherwith any
funds withdrawn from reserves, (a) to pay the cash expenses of obtaining such cash receipts, (b) to pay
principal of and interest onloans to such Fund, (c) to pay other costs and expenses incident to the holding
and managing of such investments or the operation and management of such Fund, (d) to pay the Fu:nd
Administration Fee, (e) to pay the Investment Advisory Fee, and (f) to pay, or allocate to reserves
established to pay, taxes, insurance, debt service, management fees, and other expenditures ofsu~h Fund
of the type described in (a) through (e) above. ,Such cash receipts and amounts withdrawn from reserves
remaining after the applications provided for in clauses (a) through (f) are defined in detail, in the
Partnership Agreement as "Available Cash from Investments". Available Cash from Investments in
excess of the Federal Tax Allowance (as defined in the Partnership Agreement) may, in the discretion of
Equitable Capital, as the Managing General Partner, and subject to review by the Independent General
Partners, be applied to payor to reserve for Follow On Investments within the limitations set forth above
under "Investment Objective and Policies-Ongoing Management Support; Follow On Investments~·.

Available Cash from Investments not applied to Follow On Investments or reserves therefor together with
the Compensatory Payments (as defined below) made by Equitable Capital, as Managing General
Partner,is defined as "Distributable Cash from Investments", and will be distributed quarterly by such
Fund, within 45 days after the end of the calendar quarter, to its Partners, as described below. To the
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extent the En4anced Yield Fund has incurred indebtedness. the Inyestll1entCompany Act prohibits
~tributions to its Partners, unless the ratio of its assets to such indebtedness and the principal amount of
'~Jly~guaranteqby the Enhan~d Yield Fund of obligations of third parties is at least 2: 1. a,t~ time of the
,djs,mbqtion, Further, all oCtile,. deductions from cash receipts described in (a) through (j) above, the
amount ()fF~4eral Tax Allowance and the amounts applied to Follow On Investments will beallocatedi to
the sourc;:es, set forth in (a )al},d (b) below:

(aj .From Enhanced ¥leld'lnvestments:

( 1) first. to the Partners of such Fund, 99% to the Limited Partners, as a class,and 1% to
Equitable Capital as the Managing General Partner of such Fund, until the Limited Partners, as a
class, have received from distributions then or theretofore made by such Fund of Distributable Cash
from Enhanced Yield Investments aJ;ld Distributable Capital Proceeds, from Enhanced Yield
InvestpumtS, (as .defined .below) (other than from. a return orca-pital), an amount equal to the sum of
(a),t~aggregate annual (cumulative but not compounded) return of 10% per annum on, the average
dai)y ,~mount of the. Gross Capital Contributions represented by Enhanced Yield Investments (as
defined below) (the "Priority Return") and (b) any outstanding Compensatory Payment;

!: (2) second; 70%.to the Limited Partners of such Fund, as a class, and 30% to Equitable Capital
(29% being an "Incentive Distribution") until Equitable Capital has received, from all distributions
then or therefor~ mad~ by such }<uod of Distributable Cash from Enhanced Yield Investments and
Distributable Capital Proceeds from Enhanced Yield Investments (other thaJ;i from a return of
capital), 20% of all such distributions, except that if there are any outstanding Deferred Distribution
Amounts(as defined below), such distribution will first be made solely to Equitable Capital until such
amounts are distributed to it; and

,(, (3) thirli. thereafter 80% to the Limited Partners of such Fund, a~ a class, and 20% to Equitable
":I'Capital (19% being an Incentive Distribution)..

(b) From all other. sources (other than from a return of capital) including

(i) Temporary Investments;

(ii ) Compensatory Payments (defined below) made by Eq:Uitable Capital; and

(iii) Other sources not included in (a) above:

:99% to the Limited Partners of such Fund, as a class, and 1% to Equitable Capital.
, '

, "Compe':lsatorx!,~ayme,nt~'~ consist,()f the following amounts to 'be ,paid by Equitable'Capitl;l1 to a
f.u~d: the cU1l1ulati~~,,amauntby whifb the cumulative net Proceeds ~eceived from ~ap~J'ransaetions

,related. to Enhanced.Yield Investments. made by such Fund are less than such Fund's cost of such
Iqvestm~ms, but only to the extent of the excess of cumulative 'Incentive Distributions previously received
by Equitat>le,G~pital from slJch.Fund, over Compensatory Payments pr~viously made.

The amount of "Net Capital Contributions represented by Enhanced Yie~d Investments" with respect
to a Fund is calculated to be the portion of the total cost of such Fund's outstanding Enhanced 'Yield
Investments provided by the Capital Contributions of the Partners. With resp~et to the Enhanced Yield
Retirement Fund, which may not borrow to fund investments, this portiongenerailywill equal 100% of
sw.:h total costredueed by the portion of such cost, if any, paid from reinvested income or gains of the
Fund;' Suoh amount is calculated assuming that, with respect to the Enhartted Yield Fund, (i) outstanding
leverage,lfany, and (it) selling commissions, marketing and sales expenses and organization and O'ffering
expenses incurred or otherwise paid by the Fund are eaoh: . allocated proportionately to all such
investments. The amount of "Gross Capital Contributions represented by Enhanced Yield Investments"
with respect toa Fund is generally the Net Capital. Contributions represented by Enhanced Yield
iIn,v~s~ents for such Fund, grossed up for the related selling commissions, and the full amount of any

,dis(X)unt on selling commissions, marketing and sales expenses and organization and offering expenses to
S4ch Fund. The Priority Return of each Fund will be computed from the date of such· Fund's initial
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